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Call us at Chilton International.

We were the first U.S. publisher to
go over the Great Wall. With our
single-source reference volumes,
AMERICAN ENGINEERING &
INDUSTRY (AE&I) series.

First to respond when the People’s
Republic announced their new
modernization program in 1978.

First to meet with Chinese tech-
nicians. First to find out what they

sought. In American equipment. In
services, technologies and products.
First to deliver reference volumes
in technical Chinese. . . translated,
typeset, printed in China... and
carrying the sales messages of
America's leading industries. Qil
& Gas. Machine Tools. Steel-
making. Mining. Construction.
Agriculture and related products.

INTERNATIONAL

The publication of these volumes
is endorsed by the National Council
for U.S.-China Trade.

If you're ready to start something
cooking in China, ask about AE&|
series. Second editions are just
getting underway.

Call George Hutter (215) 527-3304.
Or write Chilton International
Company, Radnor, PA 19089.

A division of ABC PUBLISHING
American Broadcasting Companies, Inc




“Think like a wise man
but communicate in the
language of the people.”

William Butler Yeats

If you want to do business with China, you must be able
to communicate in Putonghua, the official language

of the People’s Republic of China. CHINATRANS,

a leading authority on modern Chinese usage,

can help you get your message across clearly,
accurately, and effectively in PRC Chinese.

Through CHINATRANS, you will have direct
access to the translation skills of well over 200
specialists—linguists . . . physicists . . . engineers
... chemists . .. economists . . . political scientists
... audiovisual experts—who know the language,
the people, their interests, and understand how

to communicate with them effectively.

And in addition to providing translating, type-
setting, and publishing services, CHINATRANS'
highly qualified professional staff can help you
avoid marketing approaches that could be offensive
because of political or cultural differences—help you
take the right steps at the most appropriate time.

For more information about the wide
range of specialized marketing support
services available from CHINATRANS,
call John Phipps at 202/296-3244.
He will be glad to explain how CHINATRANS
can help you build your business with China.

CHINATRANS -« 202/296-3244 * Cable: CHINATRANS
The National Council for US-China Trade Translation Service, Inc.
1735 K Street Northwest ® Suite 210 * Washington, D.C. 20006
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THEORY:

A top international bank

should have the capability to
finance new business
opportunities wherever they exist.

Continental Bank is helpin
customers do business in the
developing Chinese market.

Through our correspondent relationship with the Bank
of China, Continental Bank offers letters of credit,
foreign currency, and trade financing. We also have
the technical expertise to armange financing in the
key areas of mining, oil and gas. It's what you expect
from a fop international bank. At Continental Bank,
it's reality

W
CONTINENTAL BANK

Continental lllinois National Bank and
Trust Company of Chicago

Bahamas - Bahrain - Belgium . Brazil - Canada - Colombia France - Greece - Hong Kong - Indonesia - Italy - Japan - Kenya - Korea
he Netherlands - The Philippines - Singapore - Spain - Switzerland - Taiwan Thailand - United Kingdom - Venezuela - West Germany
United States - Chicago - New York - Los Angeles - Houston - Dallas - Miami - Cleveland - San Francisco - Denver

Argentina - Austrahia - Austria -
Lebanon - Malaysia - Mexico - T
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China
Wire

What Companies Can Expect in
1981—New Economic Directions

After a rough year in 1980, Beijing
has mapped out new directions ftor the
next few vears that should be heeded
by every company doing business with
the PRC—every firm confused by reas-
signed contracts, canceled orders, halt-
ed negotiations, lack of funds, and the
impact of decentralization.

Last year saw positive developments,
such as the spread of self-management
(and import-export decisions) among
enterprises, new trade authority given
to the provinces, increased growth in
hight industry (China imported a rec-
ord number of TV sets last vear), and
development of a partly market-regu-
lated economy.

But problems were serious in China
in 1980, Agriculture suffered from
severe flooding in the south and
drought in the north, thus reducing
total grain output. And many industry
sectors were plagued by overruns, poor
planning, and unrealistic targets.

Priorities in 1981

Economic realism is expected to pre-
vail at the 12th Party Congress in My
IO 1. The five-vear [981-85 plan. still
not announced. may be issued in May,
but the tirst two vears at least (1981 and
TO82) will continue to be vears ol “read-
justment”—slower growth

Readjustment now will have priority
over “restructuring,” but decentraliza-
tion will defimitely continue. According
to a December People’s Daily editorial,
“China must slow down or suspend
those restructuring measures that are
in contlict with our readjustment task,
even if they are appropriate to the long
term.” In other words, in the near term
the achievement of certain economic
goals has priority over the basic re-
vamping of the economic system. What
economic goals have priority?
Consumer goods. For visible improve-
ment in people’s livelihood, the orderly
development of light industry will be
pushed.

Agriculture. Agriculture will have top
priority, with emphasis on nongrain

crops,  livestock,  foresury,  saentific

4

farming. and improved
Mechanization will be downplayed in
the near term.

irrigation.

Transportation. Untl major plans are in
place, development of rail, road, air, and
waterway systems will be slow,

Natural resources. “"Those processing in-
dustries  that  consume  excessive
amounts of energy and raw materials
and are not urgently needed will he
reduced.”

Energy. The new State Energy Commis-
sion will work on long-term plans
aimed at improving both distribution
and output of major energy sources.
Meanwhile, coal output will decline,
and oil production will mark time unul
at least 1985 or 1986; all oil burning
furnaces in industry and power gen-
eration are to be phased out by 1985
and strict energy conservation mea-
sures enforced. In coal, disproportion
between tunneling and open-pit min-
ing will see the emerging China Coal
Corporation focus on major mine proj-
ects and the development of unit-
trains to increase efficiency. No nuclear
power can be expected until 1992 at
least (see p.32).

Construction. Priority will go to projects
N energy, transportation, Communica-
tons, light and textiles industries, and
urban housing. Strict controls will be
enforced on all new projects to monitor
economic feasibility. Projects costing
too much, taking too long 1o build, or
lacking adequate technology to pro-
duce decent profit margins will be cur-
tailed.

Project responsibility, much of 1t
under the general aegis of the new
head of the State Capital Construction
Commission, Han
assigned according to level of govern-

Guang, will be

ment:

* The state commissions and minis-
tries. Big, costly long-term projects for
energy conservation, large coal mines,
oilfields, power stations, main railways,
important harbors and river-harnessing
projects (all carried out in cooperation
with local construction bureaus).

* Provinces and municipalities. Proj-
ects in agriculture, light and texiile in-
dustries, building

materials, urban

public utilities, environmental protec-
tion, commercial service trades, cul-
ture, education, and public health fa-
cilities (some will be carried out in con-
junction with central ministries).

* Local departments and enterprises.
Projects involving workers’ housing
production safety measures, environ-
mental protection, energv conserva-
tion, improvement of quality, and varie-
ty of products.

While plans and priorities have vet to
be more specifically spelled out, long-
term  planning will continue o be
strengthened  during the next two
vears, aided by the UNDP computer
system set up for the June 1981
Chinese census, thence to report on
China’s industrial output. Plans for
energy, transportation, communica-
tion, lightand heavy mdustry, and agri-

culture, will be prepared, studied, and
revised more thoroughly than ever be-
fore until a realistic, nationwide plan is
ready.

Beijing will be assisted by World
Bank economists, currently preparing
reports of six different facets of China's
economy, and by consultants in almost
every sector. “We must never again do
suchsilly things as putfing ourselves up
at our own cost,” said Renmin Ribao,
pointing to the need to coordinate “all
activities of the nation like pieces in a
chess game.”

Even though the next two years may
not teature dynamic growth in China,
future prospects look good if the PRC’s
plans are tully in place by then,

Impact on Foreign Trade of
Continued Readjustment

Foreign companies will sull have
plenty of China business but should
antcipate the following:

« China’s foreign trade will not grow
as quickly as in the past, this vear, or in
1982, The PRC's 1981 trade target is the
equivalent of $37.3 billion, only 8 per-
cent higher than in 1980 (see p.16).

* Massive agricultural shipments 10
China in 1981 owing to the poor har-
vest last vear will probably help the US
up its China trade about 40 percent in
1981 1o the $6 billion level. But the
imcreased outlays for grain will reduce
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Beijing's available foreign exchange
for technology imports.

« While China has plenty of reserves—
it was over $1 billion in the black on the
eurocurrency market as of June 1980
according to the BlS—the near-term
emphasis will be on renovation of ex-
isting plants, not the importation of new
whole plants and equipment.

« The FI'Cs remain in control of some
50 or so key products as of January 1,
with ministries, provinces, and munici-
palities taking or sharing authority tor
all other items. For example, CEROILS
will only handle a handful of major
gram crops

China
Calendar

Exhibitions in China

[] Guangzhou, February. Packaging
Technology Exchange, organized by
the United Kingdom's Industrial and
Trade Fairs International, Lid., with
the Guangzhou Packaging Corpora-
tion and the Second Light Industry
Bureau, will be China's first mterna-
tional packaging exhibition,

[] Tianjin, March 9-15. China’s first in-
ternational trade show to be sponsored
by a private company—South Caroli-
na-based Bobbin Publications, Inc.—
will be entitled Bobbin/China Apparel
Lquipment Show. The PRC's Ministry
of Light Industry has guaranteed that
30,000 factory managers, factory tech-
nicians, provincial officials, and tech-
nical staff will atend the exposition.
[l Beijing, March 12. A Japanese tex-
tile industry fair under the joint au-
spices of the Association for the Promo-
non of International Trade, Japan;
and the China Council for the Promo-
tion of Internatonal Trade (CCPIT)
will feature spinning, weaving, dyeing,
and finishing machinery at Beijing's
Central Exhibinon Hall

(] Shanghai, March 17-26. A British
scientific instruments exhibition will be
organized by the Scientific Instrument
Manufacturers Association ol Great
Britain in association with the 48
Group of Briush
CCPIT.

[] Beijing, March 25-April 14. Mike

I'raders and the

L] _]ninl ventures, now that compre-
hensive implementanion  regulations
have been issued, will move more
quickly now. But companies must sull
be cautious, focusimg on practicalines,

These changes ofter strategic oppor-
tunities. Lose no time in developing
opportunities with ministry and pro-
vincial/municipal trade units, and help
them develop their expertise in foreign
trade. If they do not develop this exper-
tise, China’s overall foreign trade may be
recentralized and thereby constrained in
its future growth. Check out new forms
of financial arrangements with local au-
thorities and enterprises o,

Rossell & Associates will conduct a
medical, dental, and environmental
equipment exhibiion. For informa-
tion, contact Mike Rossell & Associates,
119 Merchant Street, #408, Honolulu,
HI 96813; (808) 523-7755 (Telex:
8703 SHOW HR).

[] Guangzhou, April. An exhibition ol
coatings and adhesives COTECH 81, 1s
t'x})t'(‘[.(.’(l to draw 20,000 visitors,
according to its Hong Kong-based
Cee Chemicals, Ltd.
Coorganized with the Guangzhou
Municipal Hardware, Communication,

organizer, Y.

Electrical, and Chemical Corporation,
COTECH 81 will be the second such
exhibition to be held in China.

[] Guangzhou, April. Wen Wei Enter-
prises is the organizer of an interna-
tional food processing, packaging, and
machinery exhibition.

[1 May 10-24. A 25,000-utle exhibit
of US books, funded by the Interna-
tional Communications Agency and
Pub-
lishers, will travel to Beijing, Shanghai,
Wuhan, Chengdu, Xian, and Shen-

the Association of American

vang. Publishers will be charged a fee
of $2 per title exhibited and may ex-
hibit as many titles as they wish.

[] Beijing, May 15-28. May Lee Inter-
national, Inc., will stage an exhibition
entitled “New Sources of Energy,
Environmental  Protection  Systems,
and Other New Products.” Booth ren-
tal fees are reduced for National Coun-
cil members. For informaton, contact
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Check out every opportunuy offered
by Japan’s OECF loan (another £260 mil-
lion was made available at 3 percent on
December 1), as well as by possible
UNDP, World Bank, and US AID proj-
ects. Low-cost aid hinancing through
these agencies will be a prime avenue
for billions of dollars sales to the PRC in
the next tew vears.

Carefully assess China's hierarchies
and bureaucracy relating 1o any joint
venture, cooperation arrangement, or
countertrade contract. Find out who's
really the boss, if you can. It's crincal, if
the deal 1s o work (see p.14).

—Nicholas H. Ludlow

Ben Buxbaum or Claire Li, May Lee
International, Suite 1617, 11 Broad-
way, New York, NY 10004; (212) 425~
4397.

("] Beijing, June 1-10. Mike Rossell &
Associates will organize a hght indus-
trial products show, For miormation,
contact the company at 119 Merchant
Street, #408, Honolulu, HI 96813;
(R08) 523-7755 (Telex: 8703 SHOW
HR).

(] Guangdong, June 1-10. Plasprint 81,
an international plastics processing and
printing machinery exhibinon, orga-
nized by the Hong Kong-based Indus-
try and Trade Consultant Corporation
with the CCPIT, i1s to be held at the
Guangdong Exhibition Center.

[] Guangzhou, June 20-july 1. US-
China Food Technology Fair, orga-
nized bv Mike Rossell & Associates n
conjunction with Guangzhou Foreign
Trade Center, will muoduce 1o
Chinese visitors the latest technology
and techmques emploved in the pro-
duction, processing, handling. and dis-
tribution of tood and tood-related prod-
ucts. For informauton, contact Mike
Rossell & Associates, 119 Merchant
Street, #408, Honolulu, HI 96813,
(RO8) 523-7755 (Telex: 8703 SHOW
HR).

[] Beijing, September. The owners of
Denver’'s Driscol Art Gallery plan to
open the first modern American art
exhibit in Beijing’s National Academy
of Art. E

w1



Council
Activities

Council Presidem
in China

Council President Christopher Phil-
lips represented the private sector in
the Commerce Depariment delegation
1o the US National Exhibition in Bei-
jing. November 17-258. By mvitation of
the secretary of commerce, Phillips
participated in the exhibinon’s opening
ceremontes. He also held o series of
meetngs with Chinese officials includ-
mg  Vice-Premier Bo  Yibo,
September visitto the US was hosted by
the Council: China Council for Promo-
ton ol International Trade (CCPIT)
Chairman Wang Yaoting: State Coun-
cil Deputy: Secretary General Zheng
Nivuan: and Foreign Investment Con-

\\h[l\('

trol Commission Vice-Chairman Wei
Yuming. Discussion centered on Coun-
al programs. future exhibitions, and
issues related 1o foreign imvestnent
.”“I (ll”]’]!'l]\.ll](l[] (!.[‘l[',

Phillips also arranged tor the Coun-
al's tourth Board of Divecton's delega-
tion to China, to be led by Board Chair-
man Davidd S. Tappan, Jr.. m March.
Ihe delegation plans o hold discus-
stons with new polincal leaders, and 1o
continue trade Lacilitation discussions
inated by government officials dur-
ing Phillips” trip (ee .30y

Importer Activities

Back m the US the Importers Steer-
ing Commuittee hosted a well-atended
reception December 9 for members ol
the Chinese Exhibition trading delega-
tion to celebrate the openmg of the
Chinese exhibition i New York, On
December 11 the Texule Commitee
held ameetng m New York ot which i
was deaded to dhvale a letter 1o the De-
partiment of Commerce protesting the
call tor consultatnons between the US
and Chinese governments over China's

export ol wool sweaters

Exporter Committees

I'he  Nauonal of hcrally
formed s FExhibitions Committee
New York December 10, Ted Krause
ol New York-based Clapp and Pohak

was clected committee chamman. 1The

Counail

group will prepare an exhibiions poli-

cv tor Counal directors” consideration. tense, on the loosening of export licens-
ing requirements for miliciry and dual-

purpose technology items. Participants

Discussions already have been held
with officials of the Chinese exhibition
in New York. One of the committee’s later met with Chinese Minister of Posts
projects will be a telecommunications and  Telecommunicatons Wang  Zi-
show in November 1081, gang, and President Li Zhengang of
['he Telecommunications Commit-

tee October 9 heard trom Dr. Vil

the newly formed China Electronics

Import and  Export  Corporation,

Garber, deputy under secretary of de- whose  primary  interest 15 micro-

Veronica Yhap (center) with CHINATEX officials during the corporation’s first
US tour, 1975,

Veronica Yhap

Veronica Yhap, the "Dragon Lady™ of America’s new era of China trade., is
sorelv missed. Her sudden death from cancer removed o dynamic, sparkhing
personality from the Chima trade community, o star whose waormth and electric
temperament combined 1o assure her a place i many hearts.

Veronica was the first American woman to visit the Canton Fair i the fail ol
1971, and one of the first two American traders ever o do so.

In August 1972, she was one of the handful of Americans 1o meet CCPL
Vice-Chamman Lt Yung g, and Lu Feng Chun of the CCPHEs exhibitions
abroad department. i Toronto, Canada. In the eight vears that followed. Veroni-
casaw the China trade evolve to the point of re iprocil exhibitons in the United
States.

As o tounding member ol the National Council, and s Importers” Steering
Committee, and as cochairman for many vears ol the Texule Subcommitiee,
Veromcea Yhap was adyvinanmc foree i the development of our economic relations
with the PRC.

Her total mvolvement in the development of the new China trade, her enthu-
stasm. optimisim, and success at her own business, Dragon Lady Traders, T
were a4 major contribution to the development of Smo-US irade as we know it

Many of us whotraveled the long road side by side with fiery Veronica—all of us
mvolved m the China busimess—will remember her tondly.

-Nichaolas HL Lodlow

The China Business Review lanuary—February 1981



electronics.

Other recent meetings include: the
Banking and Finance Committee De-
cember |, which considered sending
several regional banking delegations
with varied interests to China in 1981
Petroleum Production and Processing
committees November 12; Mining/
Metallurgy  Committee October 30,
and the Transportation Committee
December 1. Also on December 1 com-
mittee chairmen met with the Council
Board ol Directors to exchange views
on future committee pohaes.

Delegations

A Council-sponsored offshore pe-
troleum machinery delegation, led by
State Machine Building Commission
Vice-Chairman Fan Mubhan, intensive-
Iv investgated possibilities of joint pro-
duction ol a vanery ol equipment tor
China's offshore  development  pro-
gram with US companes, November 25
untul Christmas Dav. Delegation mem-
bers hoped China would be able 1o
supply a significant proporton of the
cquipment for projects overseen by
foreign oil companies.

A nudlear instrumentanon delegation
headed by Yang Yanbm, depuy mana-
ver ol the China Nuclear Energy Indus-
trv Corporation ol the Second Mimstry
ol Machine Buildhimg, visited the US from
Januwary 7 1o 29 under Council auspices
[ts main Purpose was 1o dhiscuss |onnl Pro-
duction 'i)H\\Il)illTH‘\.

['he Council is now preparing to re-
ceive a broad-based delegation ot the
State Energy Comnussion, one ol the
first of the new “super agencies™ gra-
dually being formed to supersede the
ministries under the State Counail. Led
by Coal Minister Gao Yangwen. the de-
legation will concentrate on the coal,
hyvdropower, and nuclear industres

In additon 1o the Board of Directors’
trip, the Counail plans to send three del-
egations to China m the earlv part of
1981. These include a group which will
discuss  pharmaceuncals  and - phar-
maceutical technology with the Stae
Pharmaceutical \dninistration in
March, a construction group - earh
Aprile and o telecommunications group
im My,

On December 15 the Counal hosted
a luncheon m Washingion for a
Chinese delegaton brom the North
China Industry Corporation (NORIN
COy. a trading subsidiary ol the Fifth
Ministry of Machime Building that spe-
calizes in conventonal land  arma-

ments. Several member firms made

presentations to the NORINCO group.
headed by Fifth Machine Bumlding
Minister Zhang Zhen, which 1s in-
terested i technical cooperation for
production of a wide range of military
and civihan products.

Conference

I'he National Council and the
Louisiana State University Law Center
jointly sponsored a conference on cur-
rent developments in doing business
with China, January 28-30. in New
Orleans.  Participants i this wide-
ranging discussion of organizational,
legal, economic policy, and financial
issues - China's trade included Ren
Jianxin and Tang Houzhn, heads ol the
Legal Affairs Department and Arbitra-
tnon Section of the CCPELL as well as

Council attorney Walter Sterling Sur-
rev and Publications Director Nicholas
H. Ludlow.

New Beijing Representatives

On January 1, Scott Seligman, for-
mer assistant director of the delega-
tions deparunent, replaced Richard
Glover as the Council’'s Beljing repre-
sentative, Glover's accumulated exper-
tse after his vear in Beijing will add
greatly to the Counal’s busmess advis-
ory services upon his return to the
Washington office. It is expected that
Stephen Markschewd, currently Delega
tions Department associate, will join
Seligman early in the vear, bringing the
number of full-ume emplovees in the
Beljing office to two Americans and

one Chinese assistant., z

China Services

The Leaders in
China Recruitment

If your company is considering setting up an office in China,
Riggs is the agency to call for personnel recruitment. Qur
8 vyears experience makes us the leaders in China Trade.

We handle long-term contracts, usually 1 year with short-term
assignments for Trade Fairs & Trade Delegations.

Riggs has carefully compiled a bank of mature, highly skilled
secretaries, proficient in shorthand, telex & typing, in addition
to fluency in Mandarin and other Chinese dialects, readily

available to travel to China.

Don’t let a language barrier get the better of that all-important
business deal. Call Riggs for our highly trained interpreters
who are capable of meeting the challenges and demanding
conditions of any commercial and technical enterprise.

We would be happy to give any advice on visa/travel
arrangements, accommodation etc. — we're just a phone

call away!

RIGGS CHINA SERVICES

4/Fl., Dominion Centre, 59 Queens Rd. East,
Hong Kong. 5-284548 Telex: 74903 RIGGS HX
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““The difference between the right word and
the almost right word is the difference
between lightning and the lightning bug.”’

Mark Twain

Choosing the right word—or words—to transmit ideas or concepts ex-
pressed in English to people who read only PRC Chinese requires a com-
plete understanding of both languages.

Translation specialists at CHINATRANS have the in-depth knowledge
you need to make certain that nothing gets lost in translation—that your
message in English has precisely the same meaning after it is translated in-
to Putonghua.

And the production staff takes equal care in preparing and proofing
the typed or typeset final copy.

More than 4,000 unique charac-
lers are represented on the key-
board of a Chinese typewriter and
there are no ‘“‘home keys. " It takes
a highly-skilled operator to pro-
duce accurate copy from such a ||
device. CHINATRANS has nine of
these typewriters and well-trained
operators who know how to use
them to present your message
neatly and in the correct format.

CHINATRANS offers a wide range of marketing support services to
help you communicate effectively with your prospective customers in
China. If you want to sell to China, call John Phipps at 202/296-3244 and
learn what CHINATRANS can do for you.

The National Council for US-China Trade Translation Service, Inc.
1735 K Street Northwest « Suite 210 + Washington, D.C. 20006
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The Collapse of Construction Projects

“Most of the complete sets of
large equipment we imported
. . . consume much energy and
this has exacerbated the short-
age of fuel and power. We
must never do this again in the
future.” —Beijing Review, Au-
gust 25, 1980

Martin Weil

Several US and foreign firms, caughi
in a tug-of-war between Chinese lead-
ers, received disheartening news in late
1980 ol the
mining and chemical projects in which

“postponement ol ajol

they had already mvested nmlhons ol
dollars.,

[hese developments signal a new,
more intensive phase of China's eco-
NoOmic which

Chinese leaders now sav will last well

readjustment  policy,
beyond the orginally targeted 1979-
sl ])L'I'intl,

I'hey also point to a new phase in the
struggle among China’s leaders over
economic  priorities.  New  leaders,
mostly brought to power by Vice-
Chairman Deng Xiaoping. genuinely
seem to be trving to shilt imvestment
prionties from heavy mdustry 1o agri-
culture, light industry, and programs
to improve popular living standards.
But the Soviet economic model of the
1950s has come to haunt them, as
powerful lobbies in the ministries of
Metallurgy and Chemicals push for-
ward their pet projects.

Dramatic signals of the onset ol Chi-

na's second economic reevaluation are:
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« Scathing critcism of the Baoshan
steel ])l.llll. followed by a decision 1o
delay construction of its second phase:

« Collapse or suspension ol negotia-
nons for virtually all other comprehen-
sive metallurgical developments, mam
ol them mvolving Amercan firms;

« Cancellanion i nidstream of con-
struction of the Donglang Chemical
Works near Benjing:

« An apparent decision 1o postpone
construction of several other |)('I|u—
chemical complexes for which equip-
ment contracts were signed with foreign
firms m 1978 and 1979,

I'hese developments are atributable
in part to such factors as:

« Ditficulues in providing auxiliary
tacilinies, including energy and trans-
portation:

« Raw materials supply ditficulties:

« Desire o switch from  turnkey
plant purchase toward mproving Chi-
na's domestc manutacturing and man-
agerial capabilities: and

« Conthicr, hesitanon, and lack of
coordimation within the overlapping
bureaucratic lavers with interests n
specitic projects.
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Resistance at the Top

The most important consideration,
however, is the desire of top leaders
such as Vice-Chairmen Deng Xiaoping
and Chen Yun to shift priorites from
heavy industry to light industry, agri-
culture, and improving living stan-
dards, while at the same time signif-
icantly reducing the overall scale ol
capital construction. These have been
prominent themes since the readjust-
ment policy was launched mn Apnil
1979.

Powerful interests in the heavy in-
dustry ministries have been resisting
this policy quietly behind the scenes
ever since. As the People’s Daily indi-
cated on December 3, “Projects thai
should have been suspended have not
been  suspended. .. Projects tha
should not be started have been started
one after another.”

Evidence of this resistance at even
the highest levels of the State Planning
Commission appears in the figures fo
total capital construction outlays, which

have remained as high as ¥ 50 billion
per year since 1978 and are targeted 1o
continue to dosoin 1981. Even though
the central government has reduced
direct allocanions for many projects,
special interests have obtained money
through other channels, such as local
government budgets, ministry reserve
funds, bank loans, and special funds for
technical renovations.

Political Changes

The new push to curtail heavy in-
dustrial capital construction projects
appears to flow from pohtical changes
supporting the retrenchment advo-
cates. The elevation of allies of Deng
Xiaoping such as Zhao Zivang to the
Politburo  Standing Committee  and
Wan Li to the Party Secretariat in
February 1980 was one such change.
['his was followed by the discrediting of
the “oil clique™ at the National People's
Congress in September. This was in
fact part of a broader attack on a nexus
of heavy industrial interests which, as

the Hong Kong magazine Cheng Ming
putsit, tavor a policy of “enthusiastcal-
Iv building large chemical, petroleum,
and iron and steel industries, neglect-
ing agriculture and hght industry,
showing no concern for the actual life
of the people (preaching ‘production
first, lite second’), and failing to avach
importance o comprehensive  bal-
ance.” (See CBR. Nov.—Dec., 1980, p.33.)

The replacement of Yia Qiuli, long
associated with petroleum interests, by
Yao Yilin as State Planning Commis-
sion head, may well have removed a
covert supporter obf heavv industry
from a key role in overseeing economic
development. The elevation of Zhao
Zivang o the role of premier un-
doubtedly brings a more dynamic force
into the top economic policy adminis-
tration office.

The December dismissal of Gu Mu,
for 12 years the head of the State Capi-
tal  Construction  Commission, also
seems directly related o the drive 1o

control  construction  more  tghtly.
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Baoshan’s Ups and Downs

A misleading US press report in November, coupled with
harsh Chinese critcism of the Baoshan steel complex, tempo-
rarily cast doubt on a series of recently signed contracts for steel
facilities at Baoshan, including an $80 million share won by
Wean United ol Pitsburgh.

None of these contracts has been suspended or cancelled,
CBR haslearned. As of November 1980 the Chinese had given
assurances they intended to honor all signed contracts,
according to representatives of several companies concerned,

The press report belatedly announced the Chinese decision
to suspend phase two of the construction of the Baoshan
complex. Phase one, however, is proceeding at full speed,
according to recent eyewitnesses. Companies involved report
that phase one is defined to include one 4,000 m* blast fur-
nace, two 300-ton basic oxygen furnaces, a roughing mill, a
continuous caster, a 500,000-ton seamless tube mill, a 4 mil-
lion-ton hot-strip mill, a 2.1 million-ton cold-strip mill, coke
ovens, a sintering plant, a power plant, and various auxiliary
facilities (see CBR. July=Aug.. 1980, pp. 4749, and Sept.—
Oct.. 1979, pp. 58=-59). Alter phase one 1s completed,
Baoshan's capacity will be approximately 3 million tons of pig
ion and crude steel. Contracts have been awarded for all
aspects of phase one except the continuous caster. Negotia-
tions for this facility, without which it would be difficult o
operate the hnishing mills, were proceeding in November.

Before being suspended indefinitely, phase two was 1o in-
clude one blast furnace, probably one basic oxvgen furnace,
coking ovens. and other equipment necessary to bring total
capacity from 3 to 6 million tons of iron and steel. No contracts
have been awarded for this phase. If and when phase two
resumes, itis expected to involve a significantly higher ratio of
Chinese equipment. Nippon Steel officials reportedly believe
thatitis uneconomic to build phase one with all its supporting
infrastructure without proceeding with phase two.

- z -

The Chinese umetable for bringing the plant into operation
is unclear, as is the current thinking about the exact mix of
domestic-foreign iron ore. The Chinese originally planned o
use imported Australian ore, but because of the cost planners
are now considering some domestic ores as well. Low-grade
domestic ores, however, are not technically appropriate for a
large blast furnace without pelletizing plants, which China
lacks. The objections to the Baoshan complex raised in the lasi
few months have been:

Construction cost. There has been a major overrun from the
originally estimated 20 billion yuan ($13.3 billion) because of
fatlure 1o include the costs of many auxiliary projects.

Location. The complex is being built on swampy ground.
which reportedly requires more than 300,000 tons of steel
supporting piles: the shallow Yangzi River estuary cannot
accommodate large dralt ore-shipment boats, necessitating
transshipping from an expensive and distant newly built port.
Beilun.

Pollution. No environmental assessment was undertaken.
I'he complex is located less than 30 kilometers upwind of
China’s largest city, and has no solid waste  disposal
plant. Tt 1s unclear how much carcinogenic substance will
be released.,

Raw material costs. With imported Australian iron ore, pig
iron production costs are estimated to be almost twice that of
other plants using domestic ores (due in part to the arbitrary
Chinese internal price structure). Low-ash coals for coking
reportedly are not available domestically,

Ouverveliance on foreign equipment Justihably or not, Chinese
enterprises claim they could manutacture much of the equip-
ment that is to be imported, such as drill-rod coupler
machinery, which will cost $8.5 million in foreign exe hange.

—Marun Well
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Under his leadership the commission
proved conspicuously unable to per-
form its primary role of regulating con-
struction.

Metallurgical Projects:
A Running Controversy

The unveiling of the Four Mod-
ernizations program in February 1978,
with its ten major steel and nine major
nonferrous construction projects, led
to a blizzard of negouations with
foreign mining and metallurgy firms.
By January 1979, contracts had been
signed with Japanese interests for the
development of phase one of the giant
6 million-ton Baoshan steel plant, an
80,000-ton-per-year aluminum smelter
in Guivang, Guizhou Province, and a
90.000-ton copper smelter at Guixi,
Jiangxi Province.

Feasibility and engineering contracts
were signed for iron ore mine develop-
ments at Shuichang (Bethlehem), Si-
jliaying (Kaiser) in Hebei Province,
Nanfen (Kaiser) in Liaoning Province,
and for a copper mining and process-
ing project (Fluor) at Dexing, Jiangxi
Province. All were then high on the list
of China’s priorities.

But with the inital economic reeval-
uation in early 1979, virtually all out-
standing negouations for major steel
plants were terminated. Contracts for
the aluminum smelter and for Baoshan
were temporarily suspended in line
with a clause permitting the Chinese
government to withhold approval.
There was strong sentiment even ai
that time for postponing the Baoshan
steel complex for a longer period. (See
CBR, Sept.—Oct., 1979, pp. 58-60.)

Vice-Premier Li Xiannian was quoted
Hong Kong newspaper in
early 1979 as saving that a project of
Baoshan's size “cannot be completed in
one or two yvears, and profits cannot be
guaranteed immediately after 1t be-
comes operational.  Its  foundation
work has now started, and should be
temporarily delayed until the condi-
tions for reconstruction are right.” Re-
ports were leaked 1o foreign diplo-

n a

mats that the delay might be as long as
WO vears.

However,  metallurgical  interests
within China fought back and suc-
ceeded in reinstating the Baoshan con-
tracts, albeit with more generous re-
pavment terms, as well as the alumi-
num smelter contracts.

Metallurgical Minister Tang Ke de-
fended Baoshan at the Nauonal Peo-
ple’'s Congress (NPC) in September

1980, arguing that greater domestic
steel output was needed to stem the ude
of steel imports. He announced that
China imported 46.48 million tons of
rolled steel products at a cost of $13.89
billion in the 1970s, and that as much as
55 million tons costing $22 billhon might
be needed in the 1980s.

Nonferrous Metal Projects

Some of the major nonferrous metal
seemed  relauvely  sale.
Chinese leaders began strongly en-
couraging the development of indus-
tries with export potential, and the
ministries were given greater powers 1o

projects

. . . T Y F e ot
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Justifiably or not, Chinese en-
terprises claim they could
manufacture much of the
equipment that is to be im-
ported for the Baoshan steel
project.

R ST T PR A

negotiate directly with foreign firms.
hrough its newly formed subordi-
nate, the Metallurgical Tmpore-Export
Corporation, the Metallurgical Minis-
try explored developments based on
pavback through metals exporis and
told some companies it would be able to
sign contracts on its own accord if they
met the right financial terms.

The government media published a
report in January 1980 that a slightly
scaled-down version of the Dexing cop-
per complex would be developed by
Fluor. The report also stated that “Chi-
na will build four other nonferrous
metal enterprises with foreign invest-
ment.” CBR learned in February that
those highest priorities with central
government approval were tn com-
plexes at Gejiu, Yunnan Province, and
Dachang, Guangxi Province: a molyb-
denum deposit at Jinduicheng, Shaan-
xi Province (discussed with AMAN):
and a tungsten development  at
Shizhuvuan, Hunan Province. (BR
was also told that the development of
the Jinchuan nickel-copper depos,
discussed with INCO (Canada) had re-
ceived central government approval,

A potential 600.000-ton integrated
aluminum  hvdropower complex  was
under serious discussion with Alcoa
and  other  mternational  firms,
although the immensity of the con-
struction task and lack of electric power
facilities made 1t a less certain prospect
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than some of the smaller projects. The
fact that feasibility study contracts were
awarded to Davy McKee and Wright
Engineering for gold mines in Shan-
dong Province would appear to have
placed them high on the list of priori-
ties as well, although gold is handled
separately from other nonferrous met-
als in the ministry.

Projects Collapse

The turning point may well have
been a series of high-level meetings in
May 1980 that crincally examined ma-

jor construction projects. From  this

time onward many companies report
that negotiations for further phases of
their projects broke otf—usually with-
out definitive explanations from the
Chinese side. From these meetings
emerged a considerably scaled-down
plan for the Jiangxi copper project,
and probably more modest versions of
other projects as well.

The issue that probably broke the
metallurgical — lobby's  back  was
Baoshan, which was devouring a stag-
gering proportion (probably 510 per-
cent) of the natonal capital construc-
tion budget. It was disclosed at the May
meetings that the ¥ 20 billion ($13 bil-
lion) figure for Baoshan's total costs
used by Metallurgy Ministry ofhcials
did not include many ot its auxiliary
projects, and that the true costs, which
the ministry had not calculated, might
be 30—0 billion vuan ($20-27 billion).

It is likely that a tentative decision
was reached at the Mayv meeting to
postpone expansion of Baoshan to 6
million tons (see box), and that the
Ministry of Metallurgy vigorously re-
sisted this behind the scenes. At that
point, the strengthened ann-heavy in-
dustry forces increased the pressure by
going public.

First, Vice-Premier Bo Yibo expressed
cisillusionment  with
nancial burden” in early Julyv. Then
in August the Chinese press for the
first time publicized the hasco of the
$500 million ultramodern rolhing mlls
imported from Japanand Germany for

Baoshan's -

the Wuhan steel complex which, due to
electricity shortages and the mability
of Chinese managers and technicians
to master the technology, has only been
able to operate at around 20 percent ol
capacity since going on line in 1979,
Finally, at the NPC in September the
long-simmering dispute boiled over in
pubhc, with Metallurgy Minister Tang
Ke and his subordinates subjected to
withering crincisms tor the project’s
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many problems. The coup de grace was
delivered November 26, when Nippon
Steel was reportedly informed that
phase two had been postponed, a deci-
sion that primarily will affect Japanese
companies (see box). Minister Tang is
widely believed to be in danger of los-
ing his job in the aftermath.

Current Prospects

The major contracts that China has
signed, such as phase one ol Baoshan,
the Guivang aluminum smelter, and
the Guixi copper smelter, are all pro-
ceeding  unimpeded, according 1o
Chinese press and visitor reports. Like-
wise, the contracts for engineering
studies at the copper and iron ore
mines have been or are being carred
out to the letter, according 1o Fluor,
Bethlehem. and Kaser—despite the
fact that there are no immediate plans
to carry out the studies’ recommenda-
tions.

Although some companies hope that
more ftavorable financal terms or
buyback arrangements might induce
the Chinese to resume some of the
stalled major projects in their original
form, there seems little prospect that
this will be the case. Negotiauons are
not moving forward even for feasible
projects in un, molvbdenum, and gold,
which have a pracucally guaranteed
rapid payoff through exports, a phe-
nomenon all the more ironic insofar as
Baoshan, the project with the most
foreign exchange expense, is a much
less economically attracuve mvestment.

It and when the Chinese decide to go
ahead with some of these projects,
they are apt 1o be revised. The out-
line of the scaled-down Jiangxi copper
project provides a model of some of the
likely features of future metallurgical
projects, including:

Piecemeal development. Rather than a
massive mtegrated 200,000-ton com-
plex. the project is limited tor now to
the 90,000-ton smelter purchased from
Japan and the development of a mine
at Yongping considerably smaller than
the one planned originally for Dexing.

High proportion of Chinese equipment.
Metallurgical - Mimsoy - engineers  de-
veloped their own plan for the Yong-
ping mine. and the Chinese are pur-
chasing only selected pieces of equip-
ment hike grindmg (bally muills. The
concept of developing a large-scale
facility comprehensively  using  im-
ported state-of-the-art equipment has
lallen out of favor.

Ewmphases on acquiring technology rather

than equipment. "The contract signed
with Allis-Chalmers i mid-1980 for
two ball mills at Yongping contains a
provision for the company to assist Chi-
na in manufacturing a third mill under
a one-time license. This reflects major
pressures from above to link virtually
all equipment purchases to improve-
ment of China’s domestic technological
capabilites.

Attention to supporting infrastructure.
Among the prominent early invest-
ments are a power plant in Guixi, and
several feeder railroads 1o the mines.

Chemical Projects

Chinese authorities signed a series of
contracts during 1978-79 for com-
plete  petrochemical  plants  totaling
more than $2.5 billion, making pet-
rochemicals one of the most tavored
sectors for foreign exchange alloca-
tions. However, like the Baoshan con-
tracts. they have become an “obstacle to
progress” and a “burden,” as one NPC
deputy put it. As part of the effort to
cut heavy industrial construction, the
Chinese have apparently decided to de-
lay development at several petrochem-
1cal complexes, including:

« Nunjing. Vice-Premier Gu Mu re-
informed  Japanese  govern-
December of  the

portedhy
ment  ministers  n
intent to defer the Tovo-Lummus
ethylene plants at this site. This deci-
sion in all likelihood has also forced the
postponement of downstream plastics
and polvester plants. The polvester
plant, at 530,000 tons, would have been
one of the largest in the world. At the
NPC. deputies testified that crude oil
feedstock for the two  300,000-ton
ethylene plants, amounting to some 5
million tons per year. could not be
“guaranteed.”  Production  at  the
Shengh oilfield, the plant's projected
supplier, is believed to be stagnant or
decreasing.

* Bening-Yanshan. According 10 a
recent US visitor, plant authorities -
dicated a metacresols plant (end pro-
duct used to make agricultural chemi-
cals) and  accompanving  hvdroxy-
toluene facilities provided by Pullman
Kellogg would not be assembled in the
immediate future, despite the fact that
‘hl' \iil'j“ll'\ (()lll})()ll('[”\ were UI).\(‘I \t‘(l
Iving neatly on the ground at the site.

« Urumgqi, Xinjlang. According to an
NPC deputy, detailed  construction
plans for an ammonia-urea complex to
be furnished by the Japanese Ube
Company have not received central
approval for more than a vear and a

halt.  The
doubtedly mtended 1o provide feed-

Uramgi  refinery,  un-
stock, has not been allowed to go into
operation. Xinjiang Province's limited
oil supplies are shipped instead to the
underutilized Lanzhou refinery.

Other complexes could suffer simi-
lar fates. including:

« Shengli. At the NPC, it was men-
tioned that the construction plans for
the Toyo-Lummus ethvlene plant
there had not received central approv-
al.

« Shanxi Province. The construcuon
site of a tertulizer complex based on a
Toyo-supplied nitric acid facility has
been shifted three times in the past vear
and a half, according to one NPF deputy.

After a long controversy, the State
Council decided in November not to
build the Dongtang chemical complex
near Beijing, the main end product of
which would have been 30,000 tons of
acrvlic resin to be used in acrylic-based
paints. Reasons included excessive use
of scarce groundwater, pollution in
China's capital, problems in feedstock
supply. and anticipated difticulties in
marketing the end product. A tentative
cthylene plant contract for the Dong-
tang complex with Tovo-Lummus was
canceled in the summer of 1979, but
acrylic acid and ester plant contracts
with Mitsubishi Heavy Industries had
been reinstated.

As far as can be determined, the
terms of the petrochemical plant con-
tracts with foreign firms are being car-
ried out despite the decisions to delay
or cancel construction. For at least
several plants, mncluding the Nanjing
ethvlene and Yanshan metacresols facil-
es, equipment shipment is already
well advanced. It appears, however,
that once the equipment is received,
there will be no move to actually build
the plants. What changes might be re-
quested in cases where shipments have
not begun, such as the second of the
two Nanjing ethylene plants, is not
known.

The Mitsubishi contracts present a
case believed umque i China's foreign
trade, as shipments had already begun
when the dedision to cancel the Dong-
fang plant was made. As of mid-
December, Mitsubishi had received no
word 1o halt them.

Tug-of-War

As with the metallurgy projects, the
suspensions i the chemical mdustry
are the result of intense power strug-
gles.
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I'he case of the Donglang plant
offers a classic example of how a central
ministry with the support of powertul
Party ofhcials can subvert normal pro-
cedures. It also demonstrates why the
central government has had so much
difficulty reducing the scope of capital
construction.

Because of the opposition it aroused,
this plant never received final State
Capital ~ Construction Commission
approval of its construction plans, with-
out which no construction is supposed
to take place. However, while plans
were being debated, plant supporters
succeeded in laying foundations and
pipelines, appropriating more than 10
million yuan by:

» Juggling funds between projects.
The Chemical Ministry  reportedly
transferred 3 million yuan from the
Shanxi Chemical Fertlizer plant to
Donglang.

« Use of ministry reserve construc-
tion funds. Another 2 million yuan
came from this source.

+ Use of local government funds.

The Beijing Municipal Bureau of Chem-

ical Industry approprated an addi-
tional 5.7 million yuan, probably at the
instgation of Beijing First Party Secre-
tary Lin Hupa, one of the plant’s most
powerful supporters.

Dongfang's  supporters  hoped
through such maneuvers to advance
construction to the point that cancella-
tion would be unthinkable.

At Nanjing as well, ministry con-
struction units using their own funds
broke ground for the ethylene project
without approved plans.

The sharp attack on the chemical in-
dustry and its backers for these and
other maneuvers is reflected in the re-
cent discrediting of several prominent
Ministry  officials.  Vice-
Minister Li Guocal was forced to resign

Chemical

i November following disclosure of
fraudulent technical claims about a
boiler he designed and his despotic
treatment of those who tried to expose
its flaws. Vice-Minister Yang Yibang
was charged at the NPC with accepting
toreign bribes, according to the South
China Morning Post in Hong Kong.
Attacks on personal malfeasance usual-

ly signify that deeper policy issues are
at stake as well. Vice-Minister Yang has
reportedly been protected by the dis-
Kang Shien,
formerly a prominent petroleum in-

credited  Vice-Premier

dustry official, as well as Beijing Firsi
Party Secretary Lin Hyjia, Dongfang's
major promoter.

A Situation in Flux

China's apparent success in reining
in its heavy industrial interests is re-
markable. Many developing countries
lack such self-discipline, and manage to
turn  back from ambitious
schemes only under the watchful su-

overly

pervision of foreign bankers.

Despite suspension of the projects
the battle over priorities is not finished.
Some of the more feasible projects
could be revived in modified form tol-
lowing thorough review, perhaps atter
the unveiling of five- and ten-year de-
velopment plans at the Party Congress
planned for the spring of 1981. Cur-
rent trends, however, point toward the
probability that very few will be re-
stored to the origimal scale. =

If “Transemantics” were in the dictionary, it would read:

TRANSEMANTICS (tran sa man‘tiks).n. The process of penetrating a foreign language
and culture to reach intended meaning.

TRANSEMANTICS, INC.,n. 1. Founded in 1970.

2. The largest firm in the U.S. providing

international training and communication services to industry and the professions.

TRANSEMANTICS’ SERVICES:

* Translating and interpreting.

* English language training for foreign personnel.

* Foreign language instruction.

e Multilanguage typesetting.
e |nternational business orientation services.

¢ Technical and promotional writing.

TRANSEMANTICS, INC.

For a confidential discussion of your
requirements, please contact: Director
Industry Services Division
Transemantics, Inc.

1901 Pennsylvania Avenue, N.W
Washington, D.C. 20006

Telephone: (202) 659-9640

¢ CABLE: TRASICS

e TELEX: 64488

e FACSIMILE
TRANSCEIVER:
(202) 659-2251

WORKING INTERNATIONALLY WITH AMERICAN INDUSTRY

SPECIALIZING IN THE FAR EAST,
THE MIDDLE EAST, AND THE REST OF THE WORLD
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Who's the Boss?

After Ten Years They Still Don’t Know

Nicholas H. Ludlow

Fhe frustrations experienced by many for-
eign compantes i dealing with China are
often due to factors beyond thewr control. The
following story, based on a report i the
August wssue of the Beging  monthly,
Economic Management, deseribes the
bureaucratic mghtmare endured by one
Chinese factory. The story exposes some of the
managenend problems that can make 1t def f1-
cult for Chinese factories to develop profil-
able, l'nn;,{—h'nn husiness relations with for-

ergn frrms.

Paradoxically, the Beijing Picture
['ube Factory, a “progressive unit” that
had won numerous awards {or its 9-
and 12-mnch black and white tubes,
ended 1979 about ¥ 3.4 million ($2.9
million) i the red. Production costs
were hgher than elsewhere, despite
the plant’s beter-than-average wechni-
cal tacilines. and output in 1979 was
10,000 tubes, onlv one-third the pro-
duction of a Shangha plant that em-
ploved the same number ol emplovees,

Supply Problems

Glass casings. or screens (the front
cover of the tube), origimally came 10
the Beijing factory from cight other
aties in 1969-70, namely Dalian, Shi-
pazhuang. Tanpn, Nanjing, Qingdao,
Shanghai, Chengdu, and Wuxi. They
were of poor quality because only left-
overs were supplied, and of such in-
sullicent quantity that the factory was
frequently forced 1o stop production

In addition. prices of the screens
were too high—12-inch screens from
Shanghai, for example, cost ¥6 each
against ¥ 4.88 for the same screens sold
locally i Shanghar Municipaliny, In
other words, there had been a 23 per-
cent markup on screens leaving Shang-
han. Who profited from the markup is

14

not clarified in the report.

I'ransportation, packaging, loss in
transit, profits, and 1ax allowances
allegedly increased the plant’s unit cost
by more than four umes the cost of
making the screens uself.

Bureaucracy Makes its
First Kill

Following a decision to manufacture
its own screens, the enterprise sent out
teams o study glassmaking and 1o
obtain an appropriation to install spe-
cial equipment such as vacuum pres-
sure machines, crushing machines, and
a speaal furnace. But the investment
was revoked and the machines re-
moved before theyv were even used
when upper echelons decided to trans-
fer control over the plant 1o “another
department.”

Back to Square One

A ghmmer of hope that the plant's
arcumstances might improve came in
March 1974 when Beijing Municipality
decded 10 give a local glass tactory a
standing order tor the screens to sup-
ply the Benping Picture Tube Factory.
Along with this order came a ¥3 mil-
lonmvestment grant. After lour vears,
reliable supphesatlast seemed assured.

But not tor long. Six months later, in
September 1974, the  mumacipality
placed the tube factory under the

Municipal  Instruments Bureau. In
June 1975 the Bureau deaded the fac-
tory originally supplving the screens
should cease production in favor of an
elecirome tube plant under its jurisdic-
non.

But by earlv 1976 the electronic tube
plant remained unable 1o produce the
screens. So, in March 1976 the original
tactory was asked to resume produc-
ton ol the screens.

By the end of 1976, however, pro-

duction of the screens by the electronic
tube plant had improved sutficiently
tor television tube purposes. that the
original suppliers of the screens was
again asked to stop production and the
electrome tube plant asked 1o begin.

Ihen in 1977 control over the elec-
tronic tube factory passed to a cenural
ministry. The ministry, however, did
not fancy its electronic tube factory
making screens for TV tubes, so it
halted productnion at the plant and
ordered the origimal screen producer
to begin production again—for the
third tume.

By the time the original factory had
finished tooling up again, it was almost
the end of 1978, Not surprisingly, in
the meantime, the production of tubes
at the Beijing Picture T'ube Factory had
halved.

In the seven vears from 1973 1w
1979, the tbe factory had stopped
production for a total of three vears
and ten months, The nearly ¥ 1 million
in work-stoppage  expenses  were
charged to production costs,

Despite recent entreaties 1o highen
authorities, supply problems persist at
the Beijing Picture Tube Factory, In
the first three months of 1980 the
screen factory could  only supply
enough screens for three weeks” work
at the Beyjing factory. Workers at the
plant had work 1o do only one week in
every four,

The “Inverted Pagoda’”’
Problem

Meanwhile, Beijing's two television
tactories produce about 700,000 sets a
vear, but the one factory in the ciny
producing TV tubes, the Beijing Pic-
ture lube Factory, has a capaciy of
only 40,000 units. And its chiel sup-
plier. the screen Lactory, can only pro-
duce about 60 percent ol the screens
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R&D: How to Keep Ahead
Despite Everything

must add ¥ 10 to the cost of each screen
10 cover the cost of work-stoppages and
waiting for supplies. And 1ts per-unit
production costs per tube 1s more than
twice as high as that of its Shangha
rival, the No. 4 Electronics Factory,
suggesting the squeeze between costs
and prices may be so tight as to produce
a permanent loss for the Beijing fac-

needed by the tube plant. The upside-
down supply situation was aptly de-
scribed as an “inverted pagoda.” The continuing lack of its own screen
workshop has cost the Beijing Picture
Solving Quality-Control Problems the Tube Factory plenty of opportunities

Slow Way

Aggravaung all of these problems was
the fact that the Beijing Picture Tube
Factorv could only deal with its sup-

to produce new products. Orders for
various 4-, 5-, and 7-inch tubes required
by Chinese scientific. detense, indus-
trial, and medical organizauons, have
been turned down. Since the Berjing

pliers through certain channels. In- tory.

deed, nine steps—both wavs—were
observed whenever the plant made a
quality-control request to1ts supplier in
Beijing:
1. Production workshop formulates
l'('(ill('.\l‘
2. Beijing Picture Tube Factory tor-
wards request to parent company.
3. Beijing Broadcasting and Televi-
sion Company forwards request
to 1ts parent bureau.
4. Beijing Electronic  Instruments
Bureau forwards request to
municipal planners.
5. Municipal planners pass down
final decision to entity in charge
ol suppher.
6. Bening Municipal Light Industry
Bureau passes down decision to
subordinate level.

Beijing  Glass  Manutacturing
General Factory informs  sup-
plier.

8. Beijing  Glass  Casing  Factory
(making screens) orders
appropriate workshop to comply.

9. Workshop implements order.

No wonder that a minor dispute in
1974 stopped  productnon for four
months untl the question was finally
taken 1o Qinghua Universiy for re-
solution. At least ten different depart-
ments of the municipality alone have
been involved in dispute resolution, al-
ways apparenthy with enthusiasm, sym-
pathy, and convinced that “the prob-
lem must be solved at once.”

Pricing: Always Higher
in Beijing

The plant's prices have alwavs ex-
ceeded those in Shanghai due to the
higher prices it must pay for screens
procured i Beijing. In 1974 the price
for a Y-inch screen was ¥ 13 per set,
compared 1o Shanghar's ¥ bv 1978
the price differential was lower—¥1
for Beijing against ¥ 3.5 for Shunghai.

But these were cross-border prices.
In Shanghai, the 1978 price tor the
same item, 1f bought and sold within
the mumcipality, was onlv ¥ 1.56.

I he interesting aspectof these prices
is that the Beijing Picture Tube Factory
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Bureaucracy Checklist

For Foreign Companies Contemplating Any Kind of Business
in China

Aim for an Integrated Operation

As the accompanying story shows, any involvement with out-
side suppliers creates the risk of poor quality, delivery problems. higher
prices, and above all, problems with bureaucracy that may reduce
etficiency.

Identify Every Organization Involved

Be sure vou have identified every bureau, department, orga-
nization, and factory involved in vour operation. Any one of them
can create bigger problems than vou can imagine. Establish clea
quality-control standards. and workable dispute settlement proce-
dures.

Understand the System

So far as is possible, spend at least as much time trving to
understand the Chinese system and how it is changing. as in negotiat-
ing the business. That understanding may be more important in the
long run to your npt'l';lli(ln than vour face-to-tace contacts.

Assess Your Partner’s Circumstances

Will vour Chinese partner be reorganized. merged. split-up, or
eliminated in the near term?> How will decentralizaton and other
economic reforms attect it Bear in mind that decentralization man
actually reduce a factory’s management autonomy. By transterring
power trom a Beijing mmistry to a local bureau. a factory's boss 1s 1
effect moving closer, and may insist upon plaving a greater vole ina
plant’s operations.

Establish Your Pricing in China

If sales are contemplated in China, what entity will set vour
product’s pricesz Apart from the State Burcau of Prices in Bening,
which sets prices of strategic commaodities under the state plan (ser
CBR. Nov—Dec., 1980, p. 18). cach province and aty m China has its
own price bureau regulating prices of locally manutact ured goods. Will
the local or national bureau set the interprovincal and imraprovincial
prices for vour supplies and finished productz Can vou adjust vour
prices relative to costz Be certain.

Assess the Industry in China and its Plans

Are vou doing business with the right plant? Insist on obtaining
a full profile of the industry in China, Check out all the plantsin the
industry. If vou cannot, vou may end up backing the wrong horse.
Also find out about the plans of the province and city where yvour
Chinese partner is located. Is there a chance that the local burean
has targets that are too low or too highz Are the plans realisticz Does
the plant have much leeway under the planz And how will it be
atfected by the plans of other factories and OFganiiZallonss:

—Nicholas H. Ludlow
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plant was unable to produce them, the
orders went elsewhere.

The struggle to improve the factory's
product line has been handicapped by
alack of capital. Eight out of China's 20
TV tube factories recently received for-
eign exchange allocation to buy pro-

duction equipment, mainly from
Japanese firms. Not so the Beijing tube
plant.

Undaunted, workers at the plant in
late 1979 and early 1980 collated more
than a thousand items of data on each
of a collection of 12-inch black and
white tubes made in Japan, the USSR,
Singapore, the  Philippines, and
Taiwan. Following the investigation
that convinced the workers ther prod-
ucts were “not far below”™ the stan-
dards of foreign tubes, they deter-
mined to catch up with advanced
world levels.

Seeking a Remedy

Attempting to strike an opumistic
note, the report about the Beijing Pic-
ture Tube Factory points out that most
TV tube plants in China currently make
theirown screens. This was the solution
tavored by the factory ten years ago.

In November 1979, the Beijing
Municipal Economic Commission au-
thorized the screen factory to be placed
under Electronic Instruments Bureau
jurisdiction, thus consolidating the be-
leaguered factory and its chief supplier
under one authority.

By mid-1980, as it turns out, the
decision had apparently not been car-
ried out. The employees at the factory
are once again disheartened, and the
leading cadres involved claim they can
do nothing.
tory’s woes 1s stll out of sight. The

The solution to the fac-

workers at the plant at last report were

“infused with a spirit of daring to wage
ditficult and hard struggle.” They are
determined 1o “press forward bravely.”

But s greater selt-reliance the
answer? Chinese factories are famous
tor their capacity to make their own
inputs, ostensibly 1o avoid  the
headache of buying the same things
from outside suppliers. But total self-
sulticiency cannot solve the problem. s
not China's bureaucracy—and its inju-
rious effects on trade—the real culpric?
China must establish clear-cut respon-
sibilities  and  accountability among
managers if modernization is 1o work.
Foreign companies cooperating with
Chinese enterprises increasingly want
to know who's the boss. xz
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Economy

Beljing’s

Continuing

Retrenchment

James B. Stepanek

New Year Targets Released

China’s economic targets for 1981
have been set very low, apparently inan
attempt to inject realism into economic
planning (see p.17). “We must resolute-
ly overcome the wrong practice of set-
ting high targets without taking our
actual capabilities into account,” the
People’s Daily explained.

Industrial output in 1981 is pro-

jected to grow by only 6 percent, the

same as last year. The agricultural
growth target is set at 4 percent. Only
coal, cotton, sugar, and investment in
capital construction (increased by 10
percent to ¥55 billion) have
assigned higher growth targets than in
1980.

The sharp reduction in the growth
rate of foreign trade from 28 percentin
1979 1o a target of 8 percentin 1981 is
undoubtedly a reaction to China's huge
$2 billion trade deficit in 1979, The
projected trade deficit for 1980 is $400
million, based on official trade figures
tor the first half of the year.

Despite the high priority assigned to
consumer welfare by the third session of
the Fifth Nauonal People's Congress in
September last year, the output targets
of  cotton vyarn, bicycles, sewing
machines, and watches are all lower
than in 1980. Retail sales are expected
to rise by only 7.3 percent.

been

Missing the Targets

So startling is the gap between many
of China’s original targets and actual
vear-end results, that the accuracy of
China's newest targets is called into
question. A recent case in point:

Economic growth
rates in 1979
Planned Actual
Gross value of

industrial out-

put (GVIO) 8.0 8.5
Gross value of

agricultural out-

put (GVAO) 4.0 8.6
Central government:

Revenues -0.1 - 1.6

Expenditures 0.8 14.7
Total foreign trade

(fob/cif) 20.9 28.0

Exports (fob) 20.0 26.3

Imports (cif) 21.8 29.6
Output of:

Steel 0.7 8.5

Coal 0.3 2.8

Crude oil 5.7 2.0

Grain 2.5 9.0

Bicycles 10.8 18.1

Sewing machines 8.7 20.8

SOources: Beijing Review, June 29, 1979; CBR,
July—Aug., 1979, p. 37, Jan.—Feb., 1980, pp.
62-63, and May—June, 1980, pp. 54-56.

If even short-term  forecasts by
Chinese planners are fraught with in-
accuracies (the above plan targets were
released 1in mid-1979), how much
weight should be given to the 1981
targets, or for that mauter to China's
forthcoming five-year plan targets that
may be released this spring?

Reserves Up

Chinese Vice-Premier Yao Yilin re-
vealed to Kyodo News Service on
November 7, 1980, that China had
“more than $6 billion dollars i gold

The China Business Review/January—February 1981



China’s 1978—79 Economic Results and 1980—81 Plan Targets

Macro Indicators
(billion ¥ and $)

Total gross industrial and agricultural output'
Gross value of industrial output!

Of which:
Heavy industry
Light industry

Gross value of agricultural output’
National income (current prices)

Total investment by all levels of government

Foreign Trade
(billion ¥ and $)

Total trade (fob/cif)
Exports (fob)

Imports (cif)

Industrial Production
(million metric tons unless otherwise indicated)

Steel

Coal

Crude oil

Electricity (billion kwh)

Timber (million cubic meters)

Cement

Chemicalfertilizer*

Motor vehicles (thousand units)
Tractors (thousand units)

Agricultural Production

(million metric tons unless otherwise indicated)
Grain

Cotton

Sugar

Consumer Goods )
(million units unless otherwise indicated)
Bicycles

Sewing machines

Watches

Detergents (thousand metric tons)
Paper

Cotton yarn

Total value of retail sales
(billion ¥ and $)

1978

¥569.0
$338.3
¥423.1
$251.5
¥242.4
$144.1
¥180.7
$107.4

¥145.9
$86.7

¥315.0
$187.3

¥47.90
$28.48

¥35.54
$21.13

¥16.79
$9.98

¥18.75
$11.15

31.78
618.0
104.05
256.55
51.62
65.24
8.693
1491
114.0

8.54
4.86
13.51
324.0
4.39
2.38

¥152.75
$90.81

Percentage
Change

12.3
23.6

13.5

8.9
19.8

12.0
23.3

31.3
44.6

14.9
14.6
22.4
26.1
6.4

8.0

8.3
19.2

1979

¥617.5
$398.6

¥459.1
$296.4

¥261.1
$168.6
¥198.0
$127.8
¥158.4
$102.3
¥337.0
$217.6

¥50.00
$32.28

¥45.5
$29.4

¥21.20
$13.69

¥24 30
$15.69

34.48
635.0
106.15
281.95
54.39
73.9
10.654
186.0
126.0

332.115
2.207

25

10.09

5.87
17.07
397.0

Percentage
Change

8.5
2.8
2.0
9.9
5.4
13.3
226
24.8
10.5

9.0
1.8
10.1

1980
Targets

Y651.4
$434.3

Y486.7
$324.5

¥275.2
$183.5

¥211.5
$141.0
¥164.7
$109.8

¥50.0
$313.3

o =
i Al
gy
Ny

610.0
106.0
300.0

Percentage
Change

5.5
9.0
6.0
9.5

-3.9
=01
6.4

0.1
4.2
0.0

249

[
(s -RERUVIN O}

'.n-'
o e

17.0
20.8

1981
Targets

¥Y687.2
$458.1

¥515.9
$343.9
¥287.5
$191.7
¥228.4
$152.3

¥171.3
$114.2

¥55.0
$36.7

¥55.9
$37.3

35.0
620.0
106.0
312.0
49.1
78.0
12.3
160.0
97.5

¥220.0
$146.7

Percentage
Change

5:5
5:5

6.0
6.0
4.5
4.5

8.0
8.0

4.0
4.0

10.0
10.0

o=

1.6
0.0
4.0

3.0
10.9
4.0

17.8
19.4
12.4
1.6
4.0
3.1

/
4

3
3

NOTE: Conversion to US dollars based on monthly average exchange rates of 1.682 yuan per US dollarin 1978, 1.549in 1979, 1.500in 1980, and 1.500in

1981.
'Based on 1970 constant prices.

‘Output value increased by 6.0 percent during the first six months of 1980 compared with the same period last year,

'Output value increased by 24.2 percent during the first six months of 1980 compared with the same period last year.
‘Calculated on the basis of 100 percent effectiveness.
SOuRCEs: Report by Vice-Premier Yao Yilin to August 30 session of National People’s Congress, released by Xinhua news agency the same day; and State
Statistical Bureau Communiqué, released by Xinhua on April 30, 1980 (see CBR, May-June, 1980, pp. 54-56).
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This means
China holds nearly $5 billion in gold

and foreign exchange.”

mmasmuch as it currently
maintains only $1.3 billion in net de-
posits in eurocurrency banks, accord-
ing to the Bank ol Internatonal Settle-
ments (see chart).

reserves,

I he BIS data also show that China's
1979 trade deficit took a large bite out
of the county's foreign exchange re-
serves, which fell by almost $1 billion to
449 millhion.
However, the dramatic upturn in the

a lour-year low of

tirst half of 1980 mav encourage the
government o reverse its current re-
trenchment policies.

“Internal” Exchange
Rate Adopted

Vice-Premien Yao Yilin o also
announced 1 November 1980 that
China would not devalue the vaan, and
vet that is precisely what the govern-
ment did January 1.

The new rate is set at 2.8 vuan for
one US dollar, according to an unoffi-
cial veport by The Wall Street Jowrnal
December 8—almost double the cur-
rent ofticial exchange rate. The new
rate applies to all foreign trade actvi-
ties, except tourism, which will con-
tinue to operate at the old rate.

I'he devaluation means that local
Chinese importers have to pay 79.5
percent more vuan (2.8 vuan mstead of
1.56 vuan, the ofhical rate as of late
December) for every dollar’s worth ol
foreign goods.

F'he additional revenues paid to Chi-
na's foreign trade corporations, which

still handle pracucally all of China's for-
eign trade despite decentralizanon, will
permit the corporations to pay higher
prices to exporting enterprises. The
government is determined to reduce
subsidies to exporters, many of whom
are being paid o export so that the
country can earn the foreign exchange
necessary 1o buy capital goods.

So ftar IMF ofhicials have failed to
obtain details about the new exchange
system. Will the toreign trade corpora-
tons be responsible for implementing
the new system? Will the Bank of Chi-
na, or the trade corporations, receive
the profits trom the rate change: Arn-
cle 4, Section 1 ot the Fund's Articles of
Agreement requires member countries
to provide the Fund with an explana-
tion ol changes which occur ina coun-
trv's exchange rate system.

Meanwhile, the Chinese government
vehemently denies that a devaluation
has taken place. " There is no possibility
ol a devaluation. . .. In dealings with
foreign countries, there is, and will con-
tinue to be, only one exchange rate to
RMB,” the General Administration ol
Exchange Control announced on De-
cember 15, The new rate is for the “mn-
ternal settlement of accounts.” 1 em-
phasized.

IThus far US
ignored the argument that the new rate

companies  have
is an “internal” matter. Many nmporters
with contracts i dollars are already
tryving to renegotiate their prices to re-
flect the devalued vuan. They are tell-
ing Chinese exporters that simce every
dollar’s worth ol exports will earn them

2.8 vuan—almost twice what they nor-
mally: make—they should lower then
prices to US importers in order to ex-
port even more. The CBR has learned
that  one recently
agreed to sign a contract with a US

importer atsubstantially lower pricesin

Chinese  factory

dollars, so some Chinese enterprises
are apparently receptive to the argu-
ment.

Upset at the controversy it has
aroused. the Chinese government has
hinted that the new svstem has really
operated on an ad hoc basis all along. A
US textile executive was recently told
that the new measure merely hroadens
and standardizes the foreign exchange
surcharges previously paid by certain
Chinese importers,

Moreover, a svstem much hke the
new two-tier exchange rate svstem was
implemented in China in the 19605,
one Chinese official told the CBR. Al
that time, Western lirms doing busi-
ness  with unalfected.
Iherefore, why the sudden interest

China  were
now, the otficial queried.,

An obvious answer is that China's
toreign trade in the 1960s was not de-
centralized to the extent that it is today.
Local foreign trade corporations are no
longer under Beijing's tight control,
and some lactories are allowed 1o sign
their own foreign trade contracts. With
decentralization has come competition,
as Chinese enterprises and trading cor-
porations try to undercut the prices ol
rival units. Since the devaluation has
made exporting even more attractive,
the competiton will surely intensifv. %

CHINA’S FOREIGN EXCHANGE RESERVES IN EUROCURRENCY BANKS
o\
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Sat ke Bank for International Settlements, International Banking Developments, vanous dates. Reserve tigures are obtained from China’s net deposits
(assets minus habilities) in eurocurrency banks in Austria, Belgium, Luxembourg, Denmark, France, FRG, Italy, Netherlands, Sweden, UK, Canada,
and the offshore branches of US banks. Data from eurocurrency banks in lreland, Switzerland, Japan, and the US are less than complete. Reserves are
measured on December 31 each yvear since 1974, and at the end of each quarter since 1978
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PROTECTIONISM

Several US industries form a front in Washington
against burgeoning Chinese imports

The elements that ligure into the
US-China
fashioned into an intrnguing screen-

trade  scene  could  be
plav. Stock characters would include
the ambitious, overzealous Americans
who've set aside three davs to win mul-
timillion-dollar deals: the seemingly ea-
ger, unassuming Chinese who mean-
while coax all the informaton they can
from the talks without ever signing a
contract. Long hours are spent across
the bargaining table, heads shaking,
palms sweating. Behind the scenes are
the Chinese and US governments,
whose quixotic on-again, off-again en-
couragement to US-China trade lends
an aura ol perplexity 1o the scene.

I'he US government, despite some
politcal efforts 1o facilitate trade with
China, has been caught up in the newly
conservative climate. A host ol bills
promoting export trading companies
died with the 96th Congress. Com-
merce Departiment plans o open a
special countertrade advisory othice
stalled with the election resulis. More
momentum in recent months has been
strred by protectionist lobbies repre-
senting US industries fearful of reve-
nues and jobs being washed away by a
rising tide of Chinese exports.,

I'hese sentiments are understand-
able, despite the fact that US exports 1o
China (more than $3.2 billion in 1980)
are leaping ahead at twice the growth
rate ol Chima's exports here (abouwt
S870 mallion in 1980),

Already quotas have been clamped
on nine categories ol China’s most -
portant exports, and at least one othe
category ol Chinese goods is being
attacked by a large trade associition as
threatening. And several productareas
the Chinese may choose to promote are
being watched quietly.

Menthol

A second link has just been added 1o
the chain ol events that could restrict
importation of Chinese natural men-

thol. On January 7 the Department ol

Carol S. Goldsmith

Commerce made a preliminary deter-
mination  Chinais - underselling
menthol here, and shipments or ware-
house withdrawals should be assessed
at 135 percent fob (hree on hoard) -
voice value, Etfective immediately. im-
l)(l]'l(']'\ st |,]|'IH| a bond or some
other form of security equal to the 13.5
percent figure until the TTC finally de-
termines damage (if any) to the domes-
tc industry—which in this case boils
down to one. or at best two, US produc-
ers.

I'he three-part investigation stems
from a preliminary determination by
the International Trade Commission
(I'TCy e July thar there is “a reason
able  mmdication™ US ]nncluu-r\ are
threatened with material injury by im-
ports of Chinese menthol at less than
market value, After comparing world-
wide prices, Commerce decided Chi-
na was engaging in unfair pricing by
undercutting both its own production
costs and those of competing countries,
I'he I'T'C now must determine whethen
the damage or threat of mjury is se-
rious enough to impose DOCS recom-
mended duties, probably sometime in
July.

I hat China has entered the menthol
market in a big wav no one doubrs,
Figures from the departments of Com-
merce and Agrviculiore show dramatic
increases m China’s natural menthol
shipments since imports began in carly
1977, That vear saw nearlv 5900
pounds ol Chinese menthol come ito
the country at a value approaching
S193.000, stll a small sum ¢ n]n]mh-d 10
Braal's $15 million sales. But 1978 1old
a different story. The PRC imcreased
US shipments 1o a value ol nearly $2.9
million, while Brazil's sales dropped o
$12.6 million, In 1979 the rato nar-
rowed further: $3.7 million 1 sales
from China compared to $6.5 million
from Brazil. By September 1980, Chi-
na’s US sales had come to within 79.000
pounds, or $1.19 million. ol Brazil's

shrunken volume.
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lThe granting of  most-tavored-
nation status on February 1, 1980, also
contributed to China’s high sales and
low prices, prompting the call tor pro-
tective action—at least by one domestic
firm.

Haarmann & Reimer, a New Jersey-
based menthol manufacturer, in Juh
filed a petition with the I'I'C requesting
that the US tack onto Chinese menthol
a protective taritt of ST.1Y per pound.
I'hat would more than offset the price
difference between China's natural
and H&R's synthetic menthol. To pu
things in perspective, H&R has been
struggling to sell its synthetc menthol
here since opening its South Carolina
I-menthol plantin 1978, (*/-menthol”
either natural or svnthetc, 1s used n
manutacturing tobacco products, con-
fections, dental products, analgesic
balms, personal hvgiene products, and
perfume and  Havoring  materials—
although some manulacturers prefer
not to substtute svnthetic for naturalin
flavoring.) The decision to build was
made durmg a period ol unusually
high menthol prices. owing to Brazil's
1973=74 crop failures. While DOC
figures show that Brazil's menthol sold
here tor $4.45 per pound in 1973, the
reduced 1975 supplies went for more
than $10 per pound. Atabout that time
H&R determined it must receive S7-8
per pound over the life of its new
menthol plant to recoup the S15 nl-
hon mvestment.

With competinon downin 1975, that
return sounded reasonable. With Chi-
na i the market two vears Llater, HER's
plant began losing money.

[wo questions fiigure prominently in
this case. One is whether H&ER'S prob-
lems stem from China's unfan market
competition, or merely reflect a bad
business decision. The other s whether
the damage to US producers warrants
protective rehiel.

Four hrms comprise the domestic
menthol mdustry. ol which only two

produce the tvpe of menthol unde
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discussion. A third firm. SCM Cor-
poraton’s

turpene  products  divi-
sion, produces synthetic /-menthol for
fragrances, Havors, turpentine, and
pharmaceutical products. But it de-
cided not to join the petition.

“"We're just mterested bystanders,”
says Group Vice-President Ralph E.
Close. “We're making and selling a lot
less menthol than we planned at this
time, and less than we sold in the past.
But our equipment is flexible,” he
adds, noting that production could be
diverted from 7-menthol without a
catastrophic loss.

Orniginally  just  bystanders them-
selves, the Chinese finally entered the
fray. Representatives at the New York
office of CHINATUHSU (China Na-
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(Upper left) several categories of Chinese cotton knit
blouses, shirts, and trousers have been restricted under the
bilateral quotas; (lower left) China’s footwear shipments to
the US have increased 136 percent in the last three years;
(right) fine Chinese needlepoint enjoys a thriving US market
and does not compete directly with American crafts.

tive Produce and Animal By-products

which set quotas for specilic import
Import-Export Corporation) followed

categories, US Chief Negonator Reiter
Webb mused that all sides were com-
plaiming loudly, which must mean they
had struck a fair accord.

up the first I'TC hearing by contracting
atop New York law firm in September,
leaving little time to prepare the case,
Initially, counsel had been concentrat-
ing solely on the question of less than
fair value (LTFV) pricing, arguing that
China’s “prices are representative ol

I'he three-vear agreement signed by
President Carter and Vice-Premier Bo
Yibo ended as much as 15 months of

. . . unilateral restraints on: cotton work
production costs. State controls don't

. . it gloves; women's, ginls’ . and infams’ cot-
reach into this product area.

x ; ; ton knit blouses: men’s and bovs woven
Now that Commerce has decided

. . . . cotton shirts; women’s cotton shits:
otherwise, counsel is shifting emphasis

. . . . cotton trousers and  svntheuc  fiber
to disprove domestic claims of material

o sweaters, 'he agreement raised first-
injury.

L vear quota levels about 40 percent
above the umlateral levels (see CBR,

Sept.—Oct., 1980, p. 6).

Textiles

Not long after the September signing

of the US-China textile agreement, It also  created  a consultative
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mechanism for further quota negotia-
tions, which already has been invoked
to curb the wool sweater crisis. Shortly
atter the category 645/646 quota came
about buvers began switching trom
svnthetic 10 wool sweaters. ||1||mi|,~.
started soaring—from a mere 17,000
dozen m 1979 to 400,000 dozen by
October 1980, Manufacturers called
for relief under the bilateral, and De-
cember’s meeting should have set the
quota. But the talks unraveled. So now,
until the two sides can reach a new
accord, this vear's wool sweater ship-
ments should dock at around 113,000
dozen.

US manufacturers naturally view such
ceilings as much too high. “Totally un-
necessary and unjustified” changes at
the twelfth hour of the bilateral talks
disturbed certain sensitive  areas  as
acrvlic sweaters, cotton trousers and
blouses, complains Seth Bodner, execu-
uve director of the National Kmitted
Outerwear Assoctation.

“When vou had [unilateral] controls
at 100, say, you could have continued at
that,” he says. “Instead you jump it to
1o

Notsurprisingly, importers see those
same levels as much oo low, especially in
the case of synthetic fiber sweaters. Pe-
ter Handal, president of Viclor B,

Handal & Brothers and chairman of

the American Importers Association
textile group, points out that China's
quota level is out of sync with the Far
Fast. While the PRC is hmited 1o
550,000 dozen synthetic {iber sweaters
this  vyear, Taiwan's US
approaches 4 million  dozen. Mar
Kunen, president of Maven Interna-

(Illt Mna

tonal. notes that China's quota seems
even smaller when shared by all the US
importers. His firm alone purchased
50,000 dozen acrylic sweaters last vear.

There is naturally a price associated
with competition. And some importers
say the Chinese have begun selling their
quotas, often by adding a surcharge 1o
their textile prices. Kunen claims he's
seen Chinese acrylic sweater prices
jump 10=15 percent since the Septem-
ber agreement; other importers note
price ;.pnns varving greatly among
iems.

The quotas have made it hard for
established firms to maintain their pre-
vious shares ol the market. Newer
firms are having an even harder time
breakimg . True to form, China pre-
fers 1o honor long-standing friend-
ships. Men's Wear International a divi-
sion of Phillips-Van Heusen Corpora-

tion, alone captured nearly a fifth of
the 1981 quota tor men’s and bovs cot-
ton shirts because of previous rela-
tionships. Explains President Heine-
man, “We were the first importer 1o do
a substantial amount of business in
men's shirts with China.”

The firm signed its initial contract in
1973, and even during last year's
embargo its shirt-buyer continued to
pay the Chinese courtesy calls. Men’s
Wear relies on Chinese shirts to supply
about 25 percent of its needs, and in
1982 hopes to match this vear's roughly
108,000 dozen order. But Heineman
says he has no guarantees.

Much speculation has centered on
another mmporter concern;  namely
what the quotas will bode tor joint ven-
tures and compensation trade deals in-
volving textile goods. Textiles « omprise
one of the few countertrade buvs with
readv-made markets in the US, and
businesses fear the quotas may restrict
their exchange. Likewise, China's in-
tense desire 1o earn foreign exchange
may cause the government to reserve
much of its textile quota for Chinese-
owned enterprises.

Variety also has suffered under the
new quotas. Peter Handal believes Chi-
na prefers o spend s quotas on the
most profitable goods. More men's
trousers. consequently, may be sold at
the expense of mbants” trousers. Along
with that, the quotas are forcing im-
porters to move into unrestricted tex-
ule  categories 1o make  then
buvs—thereby creating the likelihood
those 1tems soon will join the domestie
hit hist. Already the indusuy is looking
at woven pants and knit and woven
shirts as possible targets. Seth Bodner
confides.

Other categories soon could join the
domestc hit list as well. Seth Bodner
says the industry may target woven
pants and knit and woven shirts next,
then see what other items step in the
line of fire.

“The government has got to face up
to some fundamental decisions,” re-
marks Bodner, noting that this process
could go on forever. “If thev keep
[establishing quotas] one item ata time,
one country at a time, they let new im-
port areas build up and eventually the
whole industry will be destroved.”

Mushrooms

Efforts 1o curtail rising mushroom
imports to the US have been going on
the better part of two decades now. In
the last few vears especially, such
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efforts have taken on an increasing air
of urgency.

The I'l'Cin 1973 first reported to the
president the threat of serious injury to
the domestic canned mushroom indus-
try by imports, which reached 40 mil-
lion pounds the previous marketing
vear. Four vears later the commission
recommended a quota level of 48 mil-
lion pounds. After some consideration,
the president turned that down. Then
in November 1979 the American
Mushroom Institute (AMI) repeated its
call for reliet when imports reached
86.2 million pounds for 1978/79.

Sy
SR e SRS IR O T
RMB:DOLLAR RATES
AS OF DECEMBER 20
RMB/ USg¢/
uss RMB

November 7

Bid 1.5317  65.2869

Offer 1.5241 65.6125

Median 1.5279 65.4493
November 15

Bid 1.5178  65.8848

Offer 1.5102 66.2164

Median 1.5140  66.0502
November 18

Bid 1.5284 65.4279

Offer 1.5208 65.7549

Median 1.5246  65.5910
November 20

Bid 1.5162 65.9544

Offer 1.5086  66.2866

Median 1.5124  66.1201
November 21

Bid 1.5238 65.6254

Offer 1.5162  65.9544

Median 1.5200 65.7895
November 29

Bid 1.5329 65.2358

Offer 1.5253  65.5609

Median 1.5291 65.3980
December 2

Bid 1.5405 64.9140

Offer 1.5329 65.2358

Median 1.5367 65.0745
December 10

Bid 1.5529 64.3956

Offer 1.5451 64.7207

Median 1.5490 64.5578
December 11

Bid 1.5653  63.8855

Offer 1.5575  64.2055

Median 1.5614  64.0451
December 20

Bid 1.5402 64.92606

Offer 1.5326  65.2486

Median 1.5364 65.0872

Source: Standard Chartered Bank, Ltd.,
New York.
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This time Carter acted. Faced with
figures that showed foreign mush-
rooms accounting for 56 percent ol the
1979/80 US consumption rate ol 114
million pounds

and facing an uphill
battle  with  the business
sector—he deaded 1o levy three-vear

election

import duties on prepared and pre-
served mushrooms, effective Novemn-
ber 1. 1980, The levels: hirst vear: 3.2¢
plus 30 percent ad valoron (of the val-
ue): second vear: 3.2¢ plus 25 percent
ad valorwm: third vear: 3.2¢ plus 20 per-

cent ad ;'u/u,u.'_m_
It wasn't quite what the industry had

in mind. The AMI, alter mitally rec-
ommending a tarifl-rate quota sys-
tem.* had opted for absolute live-vew
quotas. Those would have held mports
to 78 million pounds (drained weight)
in each of the first two vears and 1n-
creased the fifth-vear ceiling to 104
million pounds. Carter's order also
failed to sausfy the I'T'C, which had ear-
lier recommended three-year quotas
starting at 86 million pounds and wind-
ing up at 103 milhon pounds in the
final vear, 1982/83. The Chinese,
caught unprepared, were astonished
by these developments.

“The dutv i1s verv high.” remarks
Wang Yongkang of the New York
CEROILS branch. “If we export to the
USA on the basis ol our original [1980]
prices, that means importers cannot get
a prolit and we lose a lot of monev.”

And there's quite a hit to lose, With
the granting of MEFN status last Febru-
ary, China's canned mushroom duties
dropped.and sales immediately soared.
In December 1979, Tor instance, PRC
mushrooms had snitched o mere 097
percent of our import market, accord-
ing to I'IC figures. But in March 1980,
following the first full month of MEN,

they captured roughly 10 percent of

the mmport market. That share re-
mained fairly steady throughout 1980,
and signaled to many a contunuing
trend.

Now, in the wake ol Carter's deci-
sion, all sides are carefully watching
cach other's moves.

China, according to Wang, i1s watch-
g the price fluctuatons of Korea,
Taiwan, and Hong Kong to determine
how much of the taritfs i can atford to
swallow. Wang says CEROITLS will low-
er the price as far as possible 10 com-
pete, but probably notenough to cover
the 20 percent duty-hike the new tarif!
represents. (The old tarift amounted to
a 13 percent composite rate of duty
compared to the new 33 percent com-
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posite rate.) Too-low a price would
force China to divert its supply else-
where, he savs.

A White House task force of industry
and government officials, set up unden
Carter'stariff order, s preparing regu-
lar reports for the president on the
tarifl’s effect on mushroom sales and
pricing patterns. Interested parties on
Capitol Hill. ke Pennsvivania Senators
Richard Schweiker and John Heinz (of
“57 Varieties” tame), are awaiting the
practical effects of the tariffs before
considering taking matters in their own
hands.

Savs a top Hemy aide, "We'll give it
eight or ten months to see how well the
tariffs work.” If imports remain 100
high, he adds, “We'll consider what leg-
islative avenues we might take.”

Footwear

From a global perspective, China's
nascent footwear industry may be hob-
bling about on a broken heel. Produc-
tion is limited in style and volume. Ex-
ports, while growing, represent a small
fraction of Taiwan's and South Korea's
foreign sales. Yet from a US industry
perspecuve, China's footwear business
is making threatening strides into the
domestic market.

US footwear exports rom China
have increased 136 percent in the last
three vears. Purchases for the first ume
passed the million mark in 1980,
according 10 I'TC figures; the US
bought .4 million pairs in the first nine
months alone. That's up dramatcally
from the 1979 total of 874,000 pairs,
which 1s more than double China's
1978 shipments here. US footwear ol f1-
cials fear that with lower MFN duties
and China's greater offical imterest in
the Nedgling industry, further incur-
sions are bound to come. Twice now
the  American Industries
Association (AFIA) has warned Con-
gress of the growing threat from Chi-
na, and is expected to apprise the 1TC
of its views. In June that commission

Footwear

will decide whether 1o extend the
three-yvear orderly marketing agree-
ments (OMAs) now holding South
Korea's and Taiwan's footwear ship-
ments o 38 milhon and 131 milhon
pairs, respectively. One I'TCanalvst ex-
pects  the  China
broached at that time, but beheves the
matter will only be followed up it Chi-
na’'s exports over the next few months
maintain their record growth.

question  to - be

By all accounts China certanly s
trving. The Kunming Leather Shoe

Factory, the largest in this industrial
section of Yunnan Provice, has steadily
increased  exports since opening in
1978, An October Footwear News report
says the factory last vear shipped to the
US about 130,000 pairs, or 30 percent
of production. The plantis now eveing
new French equipment, like the 100
machines recently installed 1 a Shang-
hat footwear factory and hopes 10 1n-
crease US sales in 1981 to 300,000
pairs. There has also been much talk
with American machinery manufac-
turers—like Compo, USM, and Amer-
ican Shoe Manufacturing Company—
to update China’s scattered factories.
Genesco Inc., which supplies some
12,000 footwear retailers in the US,
came closest to sealing a deal. In 1979 it
negotiated a countertrade deal to reno-
vate a Shanghai factory and receive
leather workshoes in return. But in s
final stages. the deal fell through.

American importers are giving Chi-
na's footwear industry an added boost.
New York's Manow International and
Jardine Matheson last vear joined the
growing list ol ventures formed to
purchase Chinese footwear for US re-
tatlers. The Hong Kong-based firm,
Manow Trading, Lud., set up shop to
take advantage of the 10-15 percent
price difference Vice-President Henry
Cooke savs exists between China and
other countries’ shoes. Then the com-
pany sells 1o US chaimn stores—which s
making the industry more than a lule
Hnervous.

“When you hear about other com-
panies going over there buving shoes.”
says an AFIA spokeswoman, "1t shows
they're [the Chinese] looking at foot-
wear as a major exportitem. And we're
justtrving to warn them against getting
involved in this market in a big way.”

What's Next

Other warnings will come as new -
port problems. or new political pres-
sures, arise. It should be interesting to
see how the business-oriented Reagan
administration balances the conflicting
pleas of importers and domestic manu-
facturers. It also will be interesting to
see how and if Carter reacts to one last
quotaissue before leaving othee. In De-
cember the Department ol Agriculture
asked him to increase temporanly the
stiff, long-standing quota on one popu-

lar American snack food: peanuts. %

*Ataritf-rate quota system levies a duty on
imports surpassing the recommended quota
level.
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PROVINCIAL DATA

Despite its image as a pacesetter in economic reform,
Sichuan Province in Southwest China is still an underde-
veloped area compared with eastern and northeastern Chi-
na. Industral ouputin 1979 was only 5.2 percent ol China's
total, even though its population of 98 million constituted 10
percent of the national total. Agricultural output, which had
risen considerably from previous years, stll accounted fo
only 8.3 percent of the national total in 1979, The province’s
per capita production ol graimn, salt, paper, sewing machines,
radios, and watches were all below the national average in
1979, Only per capita production of chemical fertilizer, oil-
bearing crops, and natural gas exceeded the national aver-
age. Wages in state-owned Sichuan enterprises in 1979 were
5 percent below the wages ol workers elsewhere in China.

Sichuan’s 57-43 ratio of heavy to light industrial output,
about equal to that of the country as a whole, reflects the
stress placed on heavy industrial investment since 1944,
Important projects in the province include China’s only
domesucally designed large steel mill at Dukou (with a 1979
output ol 1.5=2 milhon tons), major gas lields at several
locations (producing 45 percent of the nation’s gas), and
major fertilizer and svnthetic fibers complexes,

Under Sichuan’s T981-85 preliminary five-vear plan, pro-
vincial leaders hope 1o expand light industrial production
more rapidly to deemphasize heavy indusory. The chiel sec-
tors within heavyvindusory that continue 1o receve top prior-
ity in this planare mtrastructure projects and dustries with
high export potential, such as machine tools and the mining
ol ttanim, tin, valladium, marble, asbestos, and granite.
Despite its large gas production. and possession of one-
quarter ol the nation’s hvdroelectric potential, Sichuan pro-
duced only 5.5 percent of the nation’s power in 19749, not

Sichuan Province

enough to sausfy its own demand.

In agriculture, Sichuan's nunn priority is 1o increase the
supply of gramn, whick is grown primarily in the “ricebow]” ol
the Chongging-Chengdu plain. However. in line with one ol
the major thrusts of Sichuan’s economic reforms., diversitied
production of cash crops will he emphasized along with the
forestry, livestock, and fisheries industries. Likely growth
products include silkworm cocoons. oil-bearing crops, and
hogs. of which Sichuan already supplies 27.5. 10,1 and 15.9
percent, vespectively, of the nadion’s total. Fertilizer applica-
tion is already 39 percent above the national average, sug-
gesting that other farme mput and increased mechanization
may receive greater emphasts in Sichuan than elsewhere in
China.

New lnancial incentives were probably a major cause ol
the 50 percent jump m exports in 1979—a trend authorities
would like to see continue. Once state export targets are
exceeded, the provinee isallowed to retain a lixed portion ol
foreign exchange for its own use according to the following
formula:

* In the case of 16 crucial commaodities, such as natural
gas. oil, and steel. including also leather and feathers, the
province mav retain 20 percent ol its above-target earnings,
while the central government retains the remaining 80 per-
cent.

« Inthe case of all other commaodities. Sichuan may retain
60 percent of its above-target export earnings. according 1o
the JETRO Clina Newsletter,

Sichuan’s exports, consisting overwhelmingly of textile,
agricultural, and light industrial products, seem to fall main-
v inthe second category. In 1979 the provincial government
retained export carmmgs worth 830 milhon. —Maron Weil

Sichuan Province Per-
cent
of na-

Percent tional

KEY INDICATORS 1978 1979 change total

Total value of indus-
trial and agricultural
output (billion yuan)  ¥33.48 ¥37.05 10.7 6.0
$19.90 $23.92 20.2

Total value of agricul-
tural output

(billion yuan) ¥12.04 ¥13.21 9.7 8.3
$7.16 $8.53 19.1 -
Total value of industrial
output (billion yuan)  ¥21.43 ¥23.85 11.3 5.2
$12.74 $15.40 20.9 -
Of which:
Heavy industry
(billion yuan) ¥12.19 ¥13.63 11.8 5.2
$7.25  $8.80 21.4 -
Light industry
(billion yuan) ¥9.26 ¥10.22 10.4 5.2

$5:51 $6.60 19.8 —
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Population (million

at year-end) 97.075 97.742 0.7 100
Of which:

Urban - 8.59 - -
Rural - 89.15 —
Birthrate (per

1,000 people) 13.08 13.58 3.8 -
Death rate (per

1,000 people) 7.02 6.88 17 —
Natural population

growth rate

(per 1,000 people) 6H.06 6.7 = =
INDUSTRY

imillion metric tons output unless otherwise indicated)
Raw coal 317.92  38.38 1.2 6.0
Natural gas

(hillion m") 6.08 647 6.4 448
tlectric power

capacity (mw) - 2,200 4.1
Electric power

(hilhon kwh) 13,93 15.64 12.3 5.5
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Steel

Rolled steel

Pig iron

lron ore

Timber (million m’)

Cement

Sulfuric acid
(thousand m t)

Motor vehicles
(units)

Large and medium-
sized tractors (units)
Hand-guided
tractors (units)

CONSUMER GOODS
Cotton yarn
(million m)

Cotton fabric
(milhon m)

Silk (tons)

Wool fabric
(million m)

Silk fabric
(imillion m)

Machine-made paper
and cardboard
(thousand m 1)

Leather (million
sheets)

Canned food
(thousand tons)

Alcoholic beverages
(thousand tons)

Sugar (thousand
lons)

Crude salt
(million tons)

Television sets
(thousand units)

Sewing machines
(thousand units)

Radios
(thousand units)

Watches
(thousand units)

AGRICULTURE
(thousand metric

Cultivated area
(million ha)

Irrigated area
(million ha)

Grain
(million t)
Cotton
Oil-bearing
crops
Of which:
Rapeseed
Sugarcane
Hemp and flax

24

2,536

,264

b
%]

,380

560

518.07
5,000

1.70

24.26

264

1.816

38.7

206

126

1.28

8.468

40.04

104

181

30
148.14

584.98

441.7
460.92
70.6

2.929
2.515
2.744
10.11
4,222
5.192

567

3,282

614

566.77
5,343

1.73

314
2.412
49.5

265

1.27
35.374
60.581

108

280

23.0 8.5
24.5 101
225 7.5
e =
124 7.8
142 7.0
13.4 8.1
294 1.8
456 1.5
209 B85
9.6
9.4 —
6.9 18.0
1.7 —
124 4.1
18.9 6.4
2.8 —
279 —
286 —
36.5 6.9
~0.5 8.6
317.7 2.7
513 1.0
3.8 0.8
545 1.6

tons output unless otherwise indicated)

— 540

- 5.8
6.7 9.6
-24.9 5.0
11.5 10.1
18.1  21.7
14.5 2.5
42.7 9.3

Tobacco

Tea

Silkworm cocoons

Stock of pigs (million
head, year-end)

Stock of large domestic
animals (million head,
year-end)

Of which:
Cattle

Stock of sheep
(million head,
year-end)

Chemical fertilizer
(million t)

Ot which:
Nitrogenous fertilizer

Average use of
chemical fertilizer
(kilos per ha)

Chemical insecticides

Stock of large and
medium-sized tractors
(units)

Irrigation machinery
(million hp)

91.6
2705
52.2

42.61

9.264

8.902

10.332

1.105

0.888

15.358

17,230

2.71

CAPITAL CONSTRUCTION

Total investment
(hillion yuan)

Of which:
Investments by local-
ities or enlerprises
(billion yuan)

New fixed assets
(billion yuan)

Residential construction
(million m-)
Begun
Completed

¥2.65
$1.58

¥0.40
$0.20

5.216

57.6 —37.1
28.35 4.8

74.5 42.7
50.92 19.5
9.477 2.3
9.116 2.4
10.921 5:7
1.187 7.4
0.976 9.9
151.4 —
7.201 12.0

21,000 21.9
3.339 23.2
¥2.77 4.6
$1.79 13:3
¥0.67 65.7
$0.43 115.0
¥2.63
$1.70 -
7.731 48.2

4.2

TRANSPORTATION AND COMMUNICATION

Total postal and tele-
communications
business (million
yuan)

Passenger traffic
(million persons)

Total length of
railway in use (km)

Total length of roads
usable by motor
vehicle (km)

Total cargo
traffic (billion
ton km)

Of which:
Rail

Road
Water
Other
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17.68
2.01
4.79
0.26

/- I

165 =
$50.77

190.54 —
2,616 -
83,332
24.86 0.5
17.38 2
2.14 6.3
5.03 5.1
0.31 19.2

10.2
27 .5

15.9

10.0

12.8

6.0

138.9

3.2

6.4

|
8.0
1.1



Announcing the

CHINA OFFICIAL
ANNUAL REPORT

For the first time ever, the government of the Peoples’ Republic of China has
authorized and is now preparing a comprehensive publication on virtually every as-
pect of their culture:

® Edited by Xin Hua—the official
news agency of the PRC.

® Researched by Xin Hua.
Circulation in the PRC pro-
jected at 650,000.
Editions in North America,
Europe, Africa, and South
America as well.

® Readership includes all PRC
department heads, provincial
branch officers and factory
representatives who are now
able to negotiate contracts on
their own.

® Will be used in planning, pur-
chasing and establishing con-
tacts by PRC officials.

® Industrial categories include:
agricultural equipment, finan-
cial and banking services,
shipping, computers and elec-
tronics, petroleum exploration
and refining, mining and con-
struction.

® Advertising accepted and
translation available for all
editions.

WHY SHOULD U.S. INDUSTRY ADVERTISE? The China Official Annual Report is not
Justan almanac of facts and statistics. It has been researched and designed by Xin Hua
to be the definitive PRC business and cultural reference tool. Such a prestigious
milestone in the free exchange of information deserves the encouragement and sup-
port of the American business community.

Advertising deadline is March 15, 1981. Please call on us for additional
information.

NORTH AMERICAN Irv Mallon Inc. 420 Lexington Avenue suite 2606
REPRESENTATIVE New York, N.Y. 10170 (212) 986-9454




FOREIGN - TRADE

Total value of
exports (million yuan) ¥501.67
$298.26

Export categories as
I gori
percentage of total

Textiles —
Food —

Chemicals and phar-
maceuticals —

Native produce, animal
byproducts, and tea

Light industrial
goods —

Metals and minerals =
Machinery equipment —
Arts and crafts s
Other -

PROVINCIAL COMMERCE

Total value of provincial
retail sales (million

yvuan) ¥10.4
$6.7

Of which:
Pork (thousand 1) 557
Sugar (thousand t) 197
Alcoholic beverages

(thousand ) 205
Cotton fabric

(million 1) 599 .47
Wool fabric

(million m) 5.242
Rubber shoes

(million prs) 27.08
Bicycles (units) 222,000
Sewing machines

(thousand units) 198
Walches (thousand

units) 701
Radios

(thousand units) 339
Television sets

(units) 16,200

EMPLOYMENT AND INCOME

Number of workers and
staff (million) 6.523

Of which:
Employed in state-
owned units (million)  5.110

Average annual wage
in state-owned units
(yuan)' ¥619
$368
Per capita income of
commune members
from collective farming
(yuan)’ ¥71.9
$42.7

26

¥ 750.00
$484.18

31.4
21.6

11.6

(%]
2]

¥12.31

692

249

239

660.02

9.599

30.52

217,000

205

1,066

530

52,416

6.877

5.285

¥671
$433

¥80.1
$51.7

49.5

56.3

223.6

(92 ]
=~

11.4

6.9

6.9

96.0

Per capita grain alloca-
tion to commune

members (kilos)' 246 261 6.1 s
HEALTH
Hospital beds 187,335 191,000 2.0 9.9

Professional medical
workers (thousand) 217,000 232,000 6.9 8.8

Of which:
Doctors of traditional

Chinese medicine — 41,000 — 159
Senior doctors of
Western medicine — 25,000 — 6.4
Junior doctors of
Western medicine — 35,000 - 8.0
Nurses — 33,000 — 7.8
“Barefoot” doctors
(rural paramedics) — 126,000 — 8.0
EDUCATION
Personnel engaged in
scientific and techno-
logical work 323,000 353,000 9.3 13.3
Institutions of higher
learning 26 42 61.5  15.0
College student
enrollment 54,000 65,000 20.4 6.4
Technical secondary
schools 250 255 2.0 —

Technical secondary

school enrollment

(thousand persons) 98 112 14.3 9.3
Middle school

enrollment (million

persons) 392 4725 20.5 8.0
Technical training

school enrollment

(thousand persons) 36 71 97.2 —_
Primary school

enrollment (million

persons) 14.7 15.425 4.9 10.5
CULTURE
Movie theaters — 8,806 — —
Artistic troupes — 248 — 14.0
Cultural centers — 461 — —
Libraries — 98 — 5.9
Radio

broadcasting

stations - 4 — 247
Television stations - 1 — 3.8

Newspaper circulation
(million copies) — 530.0 — 4.0

"Does not inc lude the vast majority of peasant commune members who
receive workpoints.

‘Real wages increased by only 2.9 percent when adjusted for inflation.
Does not include income earned from sideline activities and private
plots.

SOURCES Sichuan Economic Commission, March 1980; Sichuan Ribao
(Sichuan Daily) of various dates; other national and local media sources
obtained in National Council provincial files.

Table prepared by Myles Bremner.
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The CBR recerved the followmg economic survey of Liconing
Province from the province’s Forewgn Affans Office in September
1980

Liaoning todav is one of the most important idustrial
bases in all of China. Metallurgy, machine building, electron-
ics, coal, petroleum, power generation, petrochemicals,
textiles, and light industries are particularly well developed.
In 1979 the gross value in industrial output from the more
than 13,000 industrial enterprises operating in the province
totaled 41.64 billion RMB, ranking second in the country,
The figure represents a 44-fold increase in value over the
1949 level and in itsell accounts for 88.1 percent of the
province’'s combined industrial and agricultural gross out-
put value.

Liaoning leads the navon i the gross output value of
heavy industry. With current steel production at 8.85 million
tons, and pig iron at 10.12 million tons, this combined output
ol Liaoning accounts tor a full quarter of the naton’s total
production.

The 1976 opening ol the Liaohe oilfield placed Liaoning
among the premier oil-producing areas in China (see CBR,
Sept.—Oct., 1980, p. 52). At present nearly one-third of
China’s oil-rebiming industry is concentrated in the province.

In light industry, Liaoning ranks fifth in the country for
gross output value. It has continued to expand product lines
and raise production rates in well-established industries such

Liaoning Province

as textiles, papermaking, glass, leather, hardware, and food
processing. Meanwhile, it also has engaged in the develop-
ment of new industries for the manufacture of watches,
radio sets, cameras, television sets, tape recorders, washing
machines, svnthetic fibers, plasues, and other products.

Liaoning abounds with kaolin (Chinese sorghum), maize,
and soybeans, and also prospers from such kev money crops
as peanuts, cotton, tussah. tobacco, and frui. Of these, tus-
sah cocoon production measured 810,000 hectoliters in
1978 and tussah silk producton amounted to more than 70
percent of China’s total output.

Foreign trade has been expanding. The mamm manutac-
tured goods and minerals for export are machine tools.
textile fabrics, jade carvings, talcum, and naphtha. Apples
and tussah silk constitute the major export crops: aguatic
products also sell overseas. In 1979 the port of Dahan han-
dled more than 30 milhon tons of freight ana total export
value of S2.6 alhion.

Liaoning’s population ol 214,420,000 represents more
than 30 different natonalities, including the Han, Manchu,
Mongol, Hui, and Korean. (Of these the Han comprise the
overwhelming majority.)

I'he provincial governmentadmimisters a total ol 10 cities,
2 prefectural cities, 43 counties including 2 Mongol auton-
omous counties, and 1141 people’s communes. The provin-
cial capital is Shengyang Municipality.

Liaoning Province Per-
cent
of na-

Percent tional

GENERAL 1978 1979 change total
Total area

(square km) — 145,700 — 1.5

(square miles) — 56,240 - 1.5

Total arable land
(million ha) 4.9 4.9 0.0 3.6

Total industrial
and agricultural
output value

(billion yuan) — X47.26 - 7.7
— $30.51 — —
Total agricultural
outpul value
(billion yuan) —  ¥5.62 — 3.5
—  $3.63 — —

Total industrial
output value
(billion yuan) ¥39.25 ¥41.64 6.1 9.1

23.34 $%$26.88 — —
Of which:
Light industrial
output ¥10.08 ¥11.20 1.1 5.7
$5.99 $7.23 — —
Heavy industrial
output ¥29.17 ¥30.44 4.4 11.7
$17.34 $19.65 — —

Population (million,

year-end) —  34.42 — 3.5
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INDUSTRY

(million metric tons output unless otherwise indicated)
Steel 6.80 8.85 30.1  25.7
Steel inventories 3.4 = == -
Pig iron 6.35  10.12 59.4  27.6

Total value of
electronics industry

output (billion yuan) - Y1.44 — —
—  $0.93 == ==
Hydroelectric power
(billion kwh) — 2.05 — —
Crude oil = 5.0 - 4.7
Gas production
(million m") - 1:d — 0,01
Oil wells (units) — 1,800 — —

Oil and gas storage
and shipping
facilities - 160 — —_

Total value of
industrial loans

(million yuan) — ¥300.0 — —
— $193.7 . -

AGRICULTURE

{million metric tons output unless otherwise indicated)
Grain 10.7 11.0 2.8 3.3
Rice —  2.075 — 1.5
Peanuts

(thousand tons) - 8.5 — 0.3

Cotton farmland
(thousand ha) —  106.9 — —
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Application of fertilizer
(kilos per ha) —  640.0

Chemical pesticide
output (thousand
tons) 58 — — 109

Stock of medium-
and large-sized
tractors
(thousand units) 39.9 — — 6.0

State purchase of
agricultural products
(million yuan)

— 487.2

— ¥485.96
== $393 79 —_ —

Total agricultural
investment
(million yuan) ¥243.26 ¥296.66 22.0 -

$144.63 $191.52 — =

WELFARE

Total wages of staff
and workers
(million yuan) — ¥800.0 — —

— $516.5 - -

Average per capita
income of commune

waorkers ¥91.3 ¥104.0 13.9 —
$54.3  $67.1 - —
Total number of workers
and staff
(million persons) — 1.2 — 1.2
Total income of the
people’s communes
(billion yuan) ¥4.6 — — —
$2.7 - — —

Residential housing
completed (million m*)  1.13 413 2655 3.4

Total medical

personnel — 127,350 4.8

— 110,140 == 53

NoTe: Values in yuan are accompanied by dollar equivalents based
on 12-month average exchange rates of ¥ 1.682 per $1 in 1978,
¥1.549 in 1979, and ¥ 1.500 in 1980.

Sources: Liaoning Province Foreign Affairs Office; Liaoning Sub-
council of the China Council for the Promotion of International
Trade; Xinhua news agency of various dates; and National Council
provincial files. Table prepared by Myles Breiner

Hospital beds

: Guangdong Province

4

Guangdong Province, the economic hub of South China,
is one of the country's major centers of light industry. In
1979, per capita light industrial output exceeded the nation-
al average by 14 percent; in the case of bicycles, sewing
machines, cotton yarn, and detergent, the margin averaged
31 percent. Refined sugar output was fully 34 percent of the
national total, reflecting Guangdong's importance as a
sugarcane grower (1979 output was 42.3 percent of the
national total).

Heavy industrial output in 1979 was only 3.1 percent of
the national total. In per capita terms, it was only about half
of the national average. Steel and coal output accounted for
even a smaller share of the country’s annual production.
Guangdong lacks coal resources, as well as major hydroelec-
tric potential. Indeed, electric power output met only 61
percent of industrial demand in 1979, although the province
has more small-scale hydro installations than any other in the
country.

Agriculture is concentrated in Guangdong's fertile Pearl
River Basin, one of the nation’s most important rice-growing
areas. Efforts to diversify agricultural production in this
province of 57 million people will likely concentrate on ex-
panding sugarcane cultivation, and developing the fisheries
industry, which already accounted for 14.2 percent of the
national total in 1979,

A five-year (1981-85) provincial economic plan is likely to
be completed early next year. The major objectives of the
plan are:

« Changing the structure of agriculture to promote diver-
sification. One proposal would allow production brigades to
retain a portion of sugarcane profits.

+ Continuing emphasis on light industry, with focus on
improving quality.

« Increasing energy supplies. Serious consideration is
being given to building two 1,000 mw nuclear power plants
in the 1980s.

+ Improving rail, road, and water transportation facilities.

« Increasing promotion of tourism, and developing the
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Shenzhen special economic zone.

Potential heavy industrial projects that would come under
the aegis of national plans include exploitation of the prov-
ince’s offshore oil, and of lead/zine resources near Shao-
guan.

Guangdong is likely to remain in the forefront of efforts to
decentralize managerial authority and strengthen the role of
market forces. In the service sector, the city of Guangzhou
had already certified 6,800 private enterprises by August
1980, although this was far below the precollectivization
figure of 64,500 in 1954.

In the area of foreign trade, Guangdong accounted for a
disproportionately high 13 percent of the nation’s exports in
1979 (although a portion may have originated from other
provinces). Textiles and light industrial products led the
way. The priority given to increasing these exports is re-
flected in the 44 percent increase in Guangdong's exports in
1979.

The province is being given somewhat greater leeway to
retain foreign exchange earned through exports than other
regions of China, and is making great efforts to attract
foreign exchange in export-oriented industries. More than
1,900 countertrade, investment, or processing contracts
have been signed since 1978. The value of such deals re-
portedly amounted to $377.7 million in the last six months of
1979. The province has ruled that foreign investments of up
to $2 million in Guangzhou, $1 million on Hainan Island,
and $500,000 in other prefectures can be made without the
approval of provincial authorities.

A special investment law and new provincial-level author-
ity was established in late August 1980 o control the de-
velopment of Guangdong's special economic zones at Shen-
zhen, Shekou, and Zhuhai (see CBR, Sept.—Oct., 1980, pp.
54-56). New infrastructure investments in Shenzhen, which
reportedly total $32 million (according to the US consulate
in Guangzhou), are being split between provincial and cen-
tral government authorites. —Martin Weil
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Guangdong Province Per- Detergent

cent {thousand tons) — — — 3.5 8.1
of na- Sugar
Percent 1980 tional (thousand tons) = = o 850 34
KEY INDICATORS 1978 1979 change targets total
Crude salt *
Total gross {thousand tons) — — == 750 —
industrial and 1
agri Books published
gricultural billi : 3.7 % 8.1
output value . T ' ' - -
(billion yuan) — ¥29.2 - — 47 AGRICULTURAL PRODUCTION
— %189 T — = {million metric tons output unless otherwise indicated)
Gross value Grain — 17.6 — 1775 53
of industrial Sugarcane 8.95 9.1 1.7 95 423
output . )
(billion yuan) ~ ¥19.84 ¥21.0 58 — Ay Aauane el
$11.80 $13.6 15.3 o o (t 0usan< tons) — 610 — 650 14.2
Of which: BioE Lol s
Heavy industry — ¥7.98 - < W1 (million heads) = 10 = noo34
— $5.15 - — —  BUDGET
Light industry — ¥13.02 - — 6.6 {million yuan)
—  $8.41 s —  —  Total revenue — ¥3,420  — ¥3,500 3.3
Gross value — $2,200.8 — $2,333 —
of agricultural Total expenditures — — — — =
ﬁ;’,:ﬁgtn yuan) . ¥8.20 —  ¥853 5.2 Of which:
. $5.29 . $5.69 - Capital construction  — ¥840.3 —  ¥500 1.3
, _ ' ' — $542.5 — $393,3
Population (mil- . ’
lion, year-end) - 56 _ — 58 Renovation o
. existing
(JerSS VQ'UE enterprises — ¥107.2 — ¥53.6 0.8
industrial and —  $69.2 —  $35.7 —
agrled tursl Circulating fund
= . - o o | S
output per capita - ﬁ;giég - - 82£ oresitemmeises Y1497 Y1000 2.7
o —  $96.6 —  $66.7 —
FOREIGN TRADE _
) Geological
Ex'ports (mil- i prospecting —  ¥67.1 — ¥71.85 —
lion yuan) ¥2,297 ¥2,756 20.0 === 13 %433 — $47.90 -
$1,366 $1,779 30.2 — —
) Commune
Of which: agricultural
Heavy Industry ~ ¥938  ¥806 —14.1 — 119 investment  ¥317.44 — ¥317.44 4.1
$558  $520 - 6.8 - - — $204.93 — $211.63 —
Light and tex- Maintenance of
tile industry ¥ 1,359 ¥1,950 43.5 — 204 urban areas - - . ¥77.96 .
$808 $1,259 55.8 - — - — — $51.97 —
INDUSTRIAL PRODUCTION Eultuive, sedueas
(million metric tons output unless otherwise indicated) tion, science, and
Steel 0.34 — - - 1.1 public health — ¥581.08 — ¥621.76 —
s 16 - - ~ 1B — $375.10 — $41451 —
. . o o Military relief
tron ore 24 funds — X796 — W55 7Y
Rubber (thou- . $51.4 = $37.90 -
sand tons) 81.1 83.0 2.4 85.0 — o Y
Administrative
N expenses — ¥215.8 — ¥227.88 3.9
CONSUMER GOODS DR S
Bicycles
(thousand units) — — -- 900 7.1 sum of
; ; expenditure
Sewing machines components — ¥2,358.22  — ¥2,026.2 —
(thousand units) — — — 520 7.2 . $1,522.41 —$1,351.8 —
Wrist watches . : . i
(thousand units) o o . 800 18 GVAQ includes the output of farm products, forestry, animal husban-

o dry, sideline occupations, fisheries, and the output of brigade-run
Television sets industries

(thousand units) - - 65.2 -— .
Sourcts Guangdong Province Draft Economic Plan for 1980, released
Cotton yarn by Xinhua December 21, 1979; Xinhua news agency releases of various
(thousand pieces) z —_ — 220 7.9 dates; Tu Kung Pao, December 18, 1979; and State Statistical Bureau,
Paper Communiqué on the Fulfillment of China’s 1979 National Economic
(thousand tons) o o 291 5.8 Plan, released by Xinhua April 30, 1980

Table prepared by Terrt Tyminski.
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-CHINA EXHIBITIONS

Exhibition visitors examine a Caterpillar tractor.

In less than two years' time since normal-
ization bridged the 30-year gap in US-
China relations, both governments have
moved ever closer lo binding their [riendship
with economic ties. This fall, major trade
fairs were launched in both directions. As
China’s highly publicized three-prong ex-
hibition moved its caravan of goods and
products from San Francisco to New York,
the US Department of Commerce set ufy ils
first national exhibition of equipment in
Beijing.

National Council President Christopher
Phillips flew with Under Secretary of Com-
merce Robert E. Herzstein to open the
November exhibition in Beijing, and lent
Council support through advisory meetings
and offices at both affairs. Former Beijing
Representative Richard Glover, who just ve-
turned to Washington after manning the
Council’s office at the exhibition, describes the
[air's promotional success in ths report, con-
tributed to by Welt International Corpora-
tion President Leo G.B. Welt. And [ean
Hoffman, assistant director of the Counail’s
Imporier Services Department, reports on
China’s San Francisco-Chicago-New York
displays.
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US National Economic and
Trade Exhibition in Beijing

If the success of the November 17-28
trade show can be measured from
sheer numbers, the United States” first
national exhibition was indeed a suc-
cess. The show brought 254 US manu-
facturers and $10 milhon worth of
equipment to the unwavering attention
of nearly a quarter million Chinese.
(Estumates vary between 230,000 and
250,000 visitors.) Reports have it that
manufacturers concluded some $11.6
million in sales during the exhibition in
five equipment categories: power gen-
eration and distribution; petroleum ex-
ploration and extraction; transporta-
tion: agriculture; and textile and con-
sumer goods production. An addition-
al $15 million in prenegotiated sales
were reportedly signed and approx-
imately $3 million in sales negotiations
were initiated in the 24,000 square
meters of reserved space.

Things went relatively smoothly with
the 134 technical seminars conducted
by the Americans. Equally popular
were the two commercial displays coor-
dinated by the Department of Agricul-
ture with related trade associations, and
the Commerce Department with the
aid of the China Council for the Pro-
motion of International Trade.

The end of the show saw business
pick up dramatically. Eaton Corpora-

tion’s AIL Division, which displayed
alongside  such  heavyweights  as
McDonnell-Douglas, Boeing, and Bell
Helicopter, signed a $1.5 million
contract during the show to supply air
traffic control equipment. Geosource
Corporation received an order for its
Petty-Ray Geophysical Division to train
Chinese crews and carry out the seismic
prospecting. The company currently is
fulfilling a $34 million order for seis-
mic exploration equipment.

Deere & Company was able 1o sell
between 75 and 90 percent ol its agri-
cultural equipment (including a large
combine), according to ditferent
sources, although it hoped to do slightly
better. Additional contracts were being
drawn up when the Beijing Economic
Development Corporation (BEDC)
came back tosay that higher authorities
had frozen all unsigned contracts for
the rest of the year, one representative
reported.

BEDC, incidentally, was out to profit
from the US exhibition. Its representa-
tives volunteered to act as go-
betweens—finding buvers for the
American equipment—while collecting
a b percent commission themselves.
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Exhibition of the People’s Republic of
China in the US

Approximately 8400 visitors from
the general public paid an average of
$5.00 a head to view the array of hand-
icrafts, apparel, food, entertainment,
illl(l evern Iil.‘!(‘l' il('lll)ullclll]'(' treatments
that combined a Chinese trade show
and cultural showcase into one lavish
production. The three-city exhibition
closed in New York on December 28
after 16 days each in San Francisco and
Chicago and 23 days in New York. San
Francisco's attendance of 250,000
greatly surpassed the number of visitors
in Chicago (150,000} and certainly in
New York, where the apparently poor
turnout prompted the Chinese 1o keep
the total to themselves.

The Chinese viewed the exhibition
more as a vehicle for meeting potential
buvers than for solidifying sales. Yet
representatives managed 1o ring up siz-
able sales totals in two of the cities; 88
milhon worth of business in San Fran-
cisco (mostly with old customers outside
the exhibition), and $6 million in Chica-

Council President Christopher Phillips and Chinese Vice-Premier Bo Yibo meet in
Beijing to review the current obstacles and opportunities in US-China trade.

go. New York’s exhibition reportedly
turned up few new customers and “dis-
appointing” sales, according to some
Chinese.

I'he exhibitions also provided the
Chinese with a forum for exchange with
various groups in the China trade. The
National Council.  which  operated
booths in both San Francisco and New
York, participated in a briefing session
in New York, conducted by the Com-
merce Department and attended by the
Agriculture  Department. Food and
Drug Administration, Consumer Prod-
ucts Satety Commission, Fish and Wild-
life Service, and the US Postal Service.

Eighty-seven Chinese traveled with
the exhibition, including representa-
tives from ten foreign trade corpora-
uons, the Shangdong and Tianjin for-

eign trade bureaus, and the CCPIT,

which selected the New York-based
US-China Business Development Cor-
poration to organize the affair. Partial
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financing came from the Wells Fargo
Bank in San Francisco, First National
Bank of Chicago,
Hanover Trustin New York, and bank-
ing affiliates of Midlantic Banks, Inc.,
along with donations from Fluor Corp.,
General Motors, United Airlines, Avis,
and Japan Air Lines.

In each city a different department
store set up a retail operation for the
Chinese products: the Emporium in
San Francisco; Carson Pirie-Scott in
Chicago; and Bloomingdales in New
York. Sales in all three were lively in-
deed. Though precise final figures
were not released, Bloomingdales esti-
mated mid-way through the New York
exhibition that sales were averaging
just under $50,000 a day.

I'he variety of goods on display was
impressive. The 150,000-square foot

Manufacturers

hall housed a museum of embroidered
silk robes, ethnic costumes, porcelain
and ceramic pieces, and contemporary
scroll paintings. . Demonstrations cov-
ered the fine arts of paper cutting,
cooking, dance, and puppeteering.
And visitors were able to purchase such
souvenirs as postmarked stamps from
the Beijing Post Office, tee-shirts, and
stone rubbings from a concession
called China Direct Sales—in the best
tradition of American tourism. %
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Nuclear Power: Back on

Dori Jones

. : ‘ , ,
China’s nuclear scientists have recommencded the construction of six nuclear power plants by

1991 . Unless something s done, they say, China's (/.‘\.'.'/'JI'JHH.'/H;"

o ol output and dive coal shor la g

i the Sowth will keep China’s enerey-staroed imdustry rionang at voughly 70 percent capacily

The Chinese have put nuclear power
back on their national agenda, but they
are still thrashing out the details of
their long-range nuclear energy pro-
gram. How many power plants to con-
struct, what type and size of reactors,
where to build them, and the extent of
foreign involvement in the overall
program are questions that will be de-
cided within the next few years.

Nuclewr power has had s ups and
downs in recent years among China’s
priorities. In December 1978, senior
Vice-Premier Deng Xiaopig, personal-
ly announced the decision to import two
nuclear reactors from France. Only six
months later, after the Three Mile Is-
land incident and a major cutback in
China’s import plans, the plans for nu-
clear power were scrapped.

At that point, China's nuclear propo-
nents retreated and retrenched. Then,
in February 1980, a barrage of argu-
ments in favor of nuclear power

poured forth at the first congress of

the Chinese Nuclear Society, again at
the second congress of the Chinese
Scientific and Technological Associa-
tion in March, and in feature articles in
the People’s Daily and Guangming Daily.
The lobby’s major spokesman has been
a rising star in the nuclear industry
named  Jiang  Shengjie, newly
appointed a vice-minister of the
Second Ministry of Machine Building
Industry, which handles China's nu-
clear industry.

The pressure intensified in July and
August when China’s top two nuclear
physicists, Qian Sanqgiang and Wang
Ganchang, gave lectures on nuclear
energy to Communist Party and gov-
ernment  leaders, including Hua
Guofeng, Li Xiannian, Yi Qiuli, Yao
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Yilin, Hu Yaobang, and Wan Li. In
September, Vice-Premier Deng per-
sonally assured the French foreign
trade minister that France was main-
taining its place in the competition for
the sale of nuclear power stations to
China.

In late October a group of nuclear
scientists and energy specialists held a
week-long meeting on nuclear power,
which they concluded by recommend-
ing construction of six nuclear power
stations by 1991. At the same time a
special nuclear energy panel, com-
posed of members from six ministries
and headed by Jiang Shengjie, was set
lll) Lo gt’nt’l'att‘ concrete pl'!}l)()&'(lls.

So far, the State Energy Commission,
charged with formulating a compre-
hensive, long-range plan for develop-
ing energy resources in China, has not
yet endorsed the idea of nuclear power.
Its long-range plan must be established
and approved by the State Planning
Commission and the State Council be-
fore any action can be taken on con-
struction of a nuclear power plant in
China.

Although the Chinese are still debat-
ing the type of reactor to be built and
the extent of foreign involvement, they
seem to have reached a basic consensus
to go ahead with nuclear energy.

“We have had many, many kinds of

proposals from various sources,” depu-
ty director of China’s Institute of
Atomic Energy Wang Dexi told the
CBR recently. “But what's in common is
a strong belief that nuclear energy
should be an integral and indispens-
able part of overall energy planning in
China. I think our leading cadres of the
central government and the Party will
pay a great deal of attention to this

recommendation. My personal belief is
that they will give it favorable
consideration.”

“There is no antinuclear movement
in China,” noted one of China’s fore-
most nuclear scientists and president of
the Chinese Nuclear Society, Wang
Ganchang, in a speech to the American
Nuclear  Society  conference in
Washington in November. “Some peo-
ple are questioning the safety of nu-
clear power and are concerned over the
radioactive pollution that might occur.
We believe that, once public informa-
tion and education are properly estab-
lished, this concern could be readily
overcome.” Wang Ganchang is also
director of China’s Institute of Atomic
Energy and a vice-minister of the
Second Ministry of Machine Building
Industry.

As part of this public education cam-
paign, a series of speeches and articles
over the past year have pointed out the
merits of nuclear power and refuted
objections to it (see box). But some basic
questions are still unresolved, which in-
clude the following:

Unresolved Issues

* What type of nuclear power plants
should be built: a pressurized water
reactor or a heavy water reactor?

* What size reactors should be built,
and can China's power transmission
system cope with the additional power?

* Where should the plants be lo-
cated?

* How many reactors should be built,
and within what time frame?

» Should China seek foreign techni-
cal assistance to help build nuclear pow-
er plants? If so, what type is best?

The extent and type of foreign in-
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the Agenda

volvement is not at all clear at this point.
The Chinese are “playing the field” by
talking with many nuclear technology
suppliers from different countries and
discussing various types of cooperative
arrangements.

Type of Reactor: PWRs Most Likely

The Chinese seem to have decided
that their first nuclear power plant will
have a pressurized water reactor
(PWR). PWRs are widely seen as the
most advanced and reliable type of
reactor fOT pnwer generalitm.
However, the Chinese are still con-
sidering a type of heavy water reactor.
They have developed numerous small
heavy water reactors for their weapons
research and naval programs, and thus
have a great deal more experience
dealing with this type of technology. If
they were to rely entirely on their own
efforts, they would probably choose to
build a heavy water reactor for power
generation, according to Octave
DuTlemple, executive director of the
American Nuclear Society (ANS), who
has been to the PRC twice and has
escorted several Chinese nuclear dele-
gations around the US.

An ANS delegation to China last fall
learned that the Chinese have formed a
special group to design a 125 mw heavy
water reactor for power generation. Six
months ago, Dulemple said, the
Chinese were negotating with the
Canadian firm Atomic Energy of Cana-
da, Ltd., to build a heavy water (CAN-
DU) reactor. Canada, which built the
world's largest heavy water reactor
near Toronto, reportedly is still eager
to sell China one or two 600 mw heavy
water reactors for power generation.

The Chinese are still taking CANDU
into consideration, according to Wang
Ganchang, because (a) it has good rec-
ords of successful operation, (b) it can
relieve the pressure on enrichment
needs and has a better potential for
efficient utilization of uranium re-
sources, the Chinese believe; and (¢) the
Chinese have a substantial heavy water

production capacity. In fact, China
presently has an excess of supply and in
November sold two tons of heavy water
to Mitsuiand Company in Japan, which
plans to buy more if this sample meets
its standards. Heavy water is deuterium
oxide—that 1s, water with an extra hy-
drogen atom. Itis used to slow down the
neutrons in a nuclear reaction. thus
making the reaction more efficient.
Heavy water production facilities are
expensive to build.

Which Size and Where: 900 mw
Reactors in Three Locations

A group of Chinese nuclear scientists
recently advocated the construction of
six 900=1100 megawatt reactors, and
earlier proposals and discussions with
the French called for 900 mw reactors.
Reactors in this range are economically
more efhicient, and if two such reactors
are built side-by-side, as the Chinese
propose to do, the savings would be
even greater.

The group recommended building a
pair of reactors in each of three loca-
tions: South China (Guangdong Prov-
ince), East China (probably the Shang-
hai area), and Liaoning Province (in
Manchuria). All three of these regions
are industrial areas, where population
and demand for electricity are likely to
grow rapidly over the next 15-20 years.
South China is lacking in coal, and coal
production in coal-rich North China is
projected to be insufficient to fuel in-
dustrial growth in Shanghai, China's
light industrial center, and in Man-
churia, China's center of heavy
industry. After four months of inves-
tigation and study, a group of Chinese
specialists recently determined that the
cost of electricity generated by nuclear
power would be about 10 percent lower
than by coal-fired power in Guangdong
and 5 percent lower in East China.

Guangdong Province is a particular-
ly appropriate site for a nuclear power

plant, the Chinese have said, because of

the severe shortage of power the prov-
ince faces. A representative from

The China Business Review/January—February 1981

Guangdong’s Electric Power Bureau
testified before a group of nuclear sci-
entists in late October that the province
had lost ¥7.5 billion in industrial out-
put value in 1979 because only 61 per-
cent of its electrical power require-
ments could be met.

Guangdong has about 2,000 mw of
installed capacity. Even though fully a
quarter of 1980s local capital construc-
tion budget in the province was in-
vested in electric power generation, the
electricity generated in 1980 was ex-
pected to grow only about 8 percent
over 1979, according to a provincial
broadcast. The Chinese anticipate a
500 percent increase in Guangdong's
electric energy consumption within the
next 20 years.

China’s largest power plants today
are only in the 300 mw range: hence
the country's present transmission sys-
tem, fragmented into small regional
grids, could not at present handle an
influx of 1100 mw or 2200 mw in one
area. Given a ten to 12 year construc-
tion ume lag, though, the Chinese
would have tume to augment their
transmission capability.

Hong Kong would be expected to
absorb some of the electricity gener-
ated by China’s first nuclear power
plant in Guangdong Province. Hong
Kong's present generating capacity is
about 3,500 mw. Since April 1979,
Hong Kong has been supplying about
40 mw a year to Shenzhen, across the
border in China, but in the long term,
the electricity is likely to flow the other
direction, given Hong Kong's shortage
of land.

A few vears ago, Hong Kong con-
ducted a feasibility study for a nuclear
plant within its borders and concluded
that 1t was not viable because the col-
ony's electric needs were not great
enough tojustify a nuclear plant of the
minimum size needed o realize econo-
mies of scale. However, since then,
Hong Kong's energy needs have
grown, and by the late 1980s, it could
absorb an additional 660 mw of power
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provided by a nuclear reactor, accord-
ing to a China Light representative.

China Seems Overoptimistic

Wang Ganchang, in his speech to the
American  Nuclear  Society last
November, said China could build nu-

clear power stations with capacities of

2.000—=4.000 mw h}‘ 1990 and 15,000
mw by the end of the century. To reach
this capacity would require the installa-
tion of two to four reactors of 1,000 mw
cach over the next nine vears, and
another 11-13 to be completed within
the tollowing decade. At a meeung in
Late October a group of Chinese nuclear
scientists proposed the construction of
six. nuclear power plants 1o be com-
pleted between TY88 and 1991,

Most American observers consider
both these proposals to be too optimis-
tic.

“Myv estimate is that they won't have a
nuclear power plant unul 19957
DuTemple said. "It they have itby then,
they will have done a magnificent job.”

“I don't think they could have even
one by 1991 unless it was an absolute
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turnkey project using somebody else’s
regulations and technology,” said a rep-
resentative of Babcock and Wilcox,
which has been trying to sell boiler
technology and parts 1o China.

Other American observers believe
the Chinese target of six reactors by
1991 is credible.

“If they order them in the next three
or four vears, ves, it's realistic,” said a
representative  of  Combustion  En-
gineering. “It's a question ol whether
they have the money and are willing 1o
go ahead.”

China cannot afford to import many
nuclear power plants at once. given the
%1 billion price tag on each reactor,
Given the relauvely advanced state of
China’s nuclear technology and scien-
tific community, the Chinese are un-
likely to import more than four to six
nuclear reactors over 25 years, accord-
ing to Dulemple’s estimates. One role
of the imported reactor would be to
tutor Chinese technicians, who could
then proceed confidently with the tab-
rication of a Chinese-built nuclear pow-
er station.
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“I believe that to speed up construc-
tion of a nuclear power plant, you have
to buy something from abroad.” Wang
Dexitold the CBR. “We need to buv a few
complete plants to get experience and
to speed up the development ot ow
own nuclear power industry. But we
couldn’t buy indefinitely; we don’t have
the financial resources. Conditions in
our country's nuclear technology field
are not so bad: we could buy a plantand
then learn how to builld them
ourselves.”

The Chinese are quick to point out
their own technical expertise in the
nuclear held.

“China alreadv has the basic condi-
tons tor the development ol nuclear
power plants and has masses of scien-
tihc and technological personnel to
work 1 nuclear energy science and
technology,” stated Jiang Shengpe. "It
must be clearly pomnted out that there s
no techmcal ditficuliy which cannot be
overcome in China in developing nu-
clear power plants.” Jiang said in an
address 1o the first congress ol the
Chinese Nuclear Society last February,
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Why China Wants Nuclear Power

I'he Chinese seem to have reached a

basic consensus m favor of nuclear
energy. The arguments Chinese nu-
clear proponents use o support nuclear
power or to refute objections to it are
the following:
Cost. Although the cost of bullding a
nuclear power plant s as much as 50
percent higher than for a combustion
power station, the cost per kilowatt how
generated is much lower. “According 1o
British statistics,” noted an article in the
Chinese magazane  Econome Manage-
ment, “the cost per kwh generated by
atomic energy is 25 percent and 50 per-
cent lower than that of coal and petro-
leum respectively.”

Nuclear advocates also point out that
nuclear power plants are not so expen-
sive to build, relauvely speaking, when
one compares the cost of mining and
transporting coal with that of uranium,
which has a high density and small
volume. A report by 12 Chinese en-
gineers and scientists, after a four-
month study, concluded in September
that “the investment required for con-
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structing a nuclear power station n
Southeast China—including the fuel
supply system—is about the same as
that needed tor building a thermopow-
er station of a similar scale—including a
fuel supply system using coal”

Distribution of energy resources. Chi-
na’s coal resources are concentrated in
the North, and transporting coal to the
South and East has long been a majo
problem.

“At present, the transportation of
coal and oil constitutes 43 percent of
the total railway trathe and 52 percent
of the main waterwayv trafhic, but the
needs of the energy-lacking regions stll
cannot be met,” Wang Ganchang, presi-
dent of the Chinese Nuclear Society,
told a conference of the American Nu-
clear Society in November. “"This situa-
tion will not change in the foreseeable
future.
would be the best approach to the ener-
gy problem in those energy-lacking

Therefore, nuclear energy

regions.”
Wang explained that China will con-

unue to rely on coaland hvdropower as
IS Most important energy sources, but
that nuclear power will “unavoidably
be the most important supplementary
source of energy” in energy-deficient
regions such as East China, Guang-
dong, and Northeast China.
China’'s major hvdropower resources
are in the Southwest, but China would
need long, high-voltage transmission
lines to get power to industrial centers,

Safety. The Chinese press and nuclear
spokesmen have strongly defended the
satety of nuclear power.

“T'he safety, reliability, and economy
of nuclear energy in power generation
have been veritied by pracuce.” noted
nuclear expert Jiang Shengjie i his
speech to the Chinese Nuclear Society
congress. “The amount of radiation
[released by a nuclear power plant] is
much smaller than that of a coal-fired
power plant, which released uranium,
thorium, and other impurites.”

An article in the ofhcial People's Daily
in March 1980 played down the signif-

The China Business Review/)anuary—February 1981



"I foreign countries refuse 1o supph
us with their technologyv, it is entirely
possible for us to rely on our own
strength o design and build nuclear
power plants. ... We must rely mainly
on our own efforts while making for-
eign assistance subsidiary,”

Despite the strong strains of self-
reliance among China’s nuclear ex-
perts, they are very aware of the inter-
national advances in nuclear power
technology and of the time they will
gain by importing power plants.

In his November speech, Wang Gan-
chang spelled out two alternative
approaches China could take with re-
gard o foreign technical assistance.

“We might seek technical help froma
friendly country well-advanced in nu-
clear power and undertake with her an
all-out cooperative program, like that
between Brazil and the Federal Repub-
lic of Germany, so as to realize technical
transfer in the shortest time, leading o
a capacity of designing, building, and
operating a commercial nuclear power
plant by ourselves in the 1990s.

“As an alternative” Wang said, “we.

wcance ot the Three Mile Island accr-
dent. Its greatest adverse elfect was on
people’s minds. the article said, since
those residents most seriously exposed
to radiation during the accident had
received less than in a routine X-ray and
since milk found near the plant was still
fit for consumption. Another artcle
three months later noted that, with
“strict quality control over manuflactur-
ing and nstallation of equipment, the
possibility of any  major accidents
occurring i nuclear power stations
and causing deaths s far lower than a
breach m a dam or a plane crash”

Chimese nuclear proponents  also
pomt to the long record of safe opera-
tion of nuclear plantsin other countries
and to predictions that nuclear’s share
ol the total electric energy produced
worldwide will grow substanually by
the end of the century.

Need to employ nuclear specialists. Chi-
na’s nuclear lobby consists of large
numbers of experts who were trained
to develop the nuclear weapons pro-
gram. As civilian economic growth takes
priority, they are pushing lor nuclear
energy out of self-interest.

“We basically have the condinons for
developing nuclear power in China,” a

mightalso choose to rely maimly on self-
reliance with a limited amount of tech-
nical help from abroad. In this alterna-
tive, demonstration nuclear power
plants of smaller capacity are to he built
and operated as a first step before full-
sized commercial plants are
constructed.”

Of the two alternatives, Dr. Wang

supported the first—an all-out coop-
erative program with a  fiendly
country. West Germany's agreement
with Brazil calls for technical help in
building eight nuclear power plants
and the transfer of technology needed
to enrich uranium and to reprocess
spent fuels, both of which the US re-
fuses to transfer to developing coun-
tries. The Chinese, though, have
already developed both ol these tech-
nologies as  part ol their nuclear
weapons program. The main advan-
tage of this type of cooperative

arrangement would be the promise of

close cooperation between nuclear sci-
entists of China and the friendly coun-
try to speed up the transfer of nuclear
power technology. The Chinese might

Guangming Daily article by a Second
Ministry othcial noted in December
1979, “We have a contingent of special-
ists in relevant helds and rather com-
plete scientihe research mstallanons.
... We must see that if the human
potential is not brought into play, the
existing contungent will be lost.”

A June 1980 Peaple’s Daily article put
the argument even more torcefully: “1f
we do not make an early decision about
the principle of development for nu-
clear energy and allow things to be put
off, this will not only be detrimental to
the development of the nuclear indus-
try but will also bring about waste and
loss among the nuclear power science
and technology forces. Such losses will
be irreparable”

Rich resources of uranium and thorium.
“The idenuhed resources of uranium
are enough to meet the demand tor the
development of nuclear power in the
immediate future.” Wang Ganchang
told the American Nuclear Society.
China has been relatively reticent
about revealing mformation on its ura-
nium reserves, but in the last vear or so,
information on several deposits has
been disclosed. The most important
deposit seems to be a 100-square kilo-
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also expect attractive  government-
backed loans to accompany such an
agreement.

The second alternative Dr. Wang
mentoned would significantly delay the
start-up of China's tull-fledged nuclem
power progran.

China’s final decision will probably
lie between these two extremes, mean-
ing importation of anywhere from one
Lo six nuclear reactors over many vears,
with intensive training of Chinese en-
gineers and technicians.

“1Ithink what they will do s buv the
hirst one or two or three, mavbe from
different companies, and then enter
into a licensing agreement to transfer
the technology for plants thev build
themselves after that,” said one US nu-
clear industry official.

Haw the Chinese conduct negotia-
tions for the South China plant, which
type of technology they choose, which
companies they sign contracts with,
and how smoothly the construction

goes will largely determine the funne
course of China’s nuclear power pro-
gram. z

meter area in the Nanling Mountains,
in South Chma's Guangdong  and
Hunan provinces. This deposit. discov-
ered in 1956, has reserves equivalent
to 14 large mines in 100 rich veins,
according to a Xinhua report. A geo-
logical exploration team from Guang-
dong was commended at a national
conference in April 1980 for its work
since 1964 in discovering uranium de-
posits in the province. A smaller ura-
nium deposit, “large enough to sup-
portamedium-sized mine,” was discov-
ered in Liaoning Province in October
1979. A research insttute in Shanghai
was commended for its success i ex-
tracting uranium from seawater. Bv no
coincidence, these three locations—
Guangdong, Liaoning, and Shang-
hai—have been recommended as sites
for nuclear power plants.

Some 85 percent of China's uranium
ores must be mined underground,
while 15 percent i1s open-pit mined,
Wang sid. He added that most of Chi-
na has not been explored for uranium,
and prospecting has been limited to
shallow deposits. Thus China may find
even more deposits of  uranium-
bearing ores in the future.

—Dori Jones
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South China Project

China’s First

Nuclear Plant

Is China really ready for nuclear
power? Some major snags may slow
down the ambitious plans the Chinese
are making for their first nuclear pow-
er station, which they hope to build in
Guangdong Province by 1989. Such
difficulties as finding the money to pay
for the project, establishing nuclear
regulations, negotiating a safeguards
agreement, evaluating the various
technological alternatives, and resolv-
ing bureaucratic disputes may delay
start-up until well into the 1990s.

In mid-December, Guangdong Pow-
er Company and the Hong Kong utility,
China Light and Power Company, Lid.,
signed a joint feasibility study recom-
mending the construction of a nuclear
power station with two reactors of
about 900 megawatts (mw) each n
Guangdong Province. The two com-
panies plan to form a joint venture
company to build and operate the sta-
tion. Although the joint venture has
not yet been formed, Hong Kong press
reports say that Guangdong would
probably own about 60 percent and
China Light 40 percent of the station.
When it first began operating, most of
the electricity would go to Hong Kong;
in later years, as Guangdong Province’s
population and industry grew, China
would absorb a greater share of the
power generated by the station, accord-
ing Lo some reports.

China Lightissued a statement in De-
cember saying that if the project starts
in 1981, the two reactors can be in com-
mercial operation in 1988 and 1989
respectively, and the joint venture will
continue to 2009. This would be the
first China-Hong Kong joint venture to

extend beyond the 1997 expiration of

Britain's lease of Hong Kong's New
Territories from China. It would serve
to reassure Hong Kong investors that
the Chinese do not plan any dramatic
changes in Hong Kong's status after
that year.

The Guangdong nuclear power sta-

tion, called by some the South China
project, was first proposed in mid-
1978. Last March, Guangdong Prov-
ince’s electric bureau and China Light
decided to conduct a joint feasibility
study. For this study, Guangdong Prov-
ince hired as a consultant the Califor-
nia-based Nuclear Services Interna-
tional, a subsidiary of Quadrex, a high-
ly regarded energy consulting firm.
For its part, China Light and Power
turned to the United Kingdom Atomic
Energy Authority for technical advice.

The joint feasibility study examined
the trade-offs between a nuclear power
plant and a coal-fired power plant in

Guangdong. It compared the merits of

numerous sites in Guangdong Prov-
ince, finally recommending Mirs Bay
and Daya Bay, both located northeast
of Hong Kong, as suitable sites,

The study considered various types
of reactors, finally recommending two
prcss‘uriw(l water reactors (PWRs) side-
by-side.

The study, highly detailed and spe-
cific, was sent off to Beijing, London,
and Hong Kong for government
approval.

Beijing’s approval may take some
time. The plan must be examined and
approved by the State Energy Commis-
sion, the State Planning Commission,
and the State Council before any bids
can be solicited. Although some deci-
sion may be made at the Communist
Party Congress in early 1981, the final
go-ahead probably will not be given for
another six months to a year, according
to Wang Dexi, deputy director of the
Institute of Atomic Energy in Beijing.

In the meantime, Guangdong Power
Company and China Light plan to set
up a joint venture company before soli-
citing bids. As of last fall they reported-
ly were considering various options, in-
cluding sale of equity to other Hong
Kong investors. The joint venture com-
pany then must prepare an inquiry
document detailing the specifications,
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which could take several months.
Finally, it can invite bids from foreign
companies—perhaps as early as mid-
1981.

The Chinese plan to hold competi-
tive bidding on the nuclear plant,
according to John Lingafelter, presi-
dent of Nuclear Services International.
He said Westinghouse, Kraftwerk
Union of West Germany, and Frama-
tome of France figure among the com-
panies to be invited to bid on the nu-
clear steam system, and at least four
companies will be invited to bid on the
turbines.

Guangdong Province Deputy Gov-
ernor Wang Chuankuo told the Amer-
ican Nuclear Society (ANS) delegation
in October that German, French, and
Japanese companies would be invited
to bid on the project, but not American
companies, since they are not permit-
ted to export to China without a gov-
ernment-to-government agreement on
safeguards. The ANS group strongly
urged the Chinese to invite American
bids, anticipating a signed agreement
by the time they were ready to select a
supplier. In late November Lingafelter
said he understood that US companies
would be invited to bid after all.

The bidding process itselt may take
several months. Then time is needed to
arrange the bid responses into compa-
rable categories in order to identify the
best offers.

Possible Negotiating Snags

Further negotiations will take any-
where from a few months to a few years
depending on the urgency with which
the Chinese view the project. Several
American observers estimate the entire
process will take several years, and be-
lieve a final contract may not be signed
until 1982 or 1983,

The time needed for negotiations
also depends on:

Number of Suppliers. The Chinese may
decide 1o go for a turnkey project—a
fixed-price contract with one foreign
company—or select several suppliers
for various components. A turnkey
project would bring the power on
stream sooner but cost more and mini-
mize the transfer of technology. The
second alternative probably would re-
quire the Chinese to hire one or several
foreign architect-engineers to  help
them select separate suppliers for the
reactor, turbines, engineering and con-
struction management, and other com-
ponents of the project.

Forewgn

exchange  availability.  The
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Guangdong provincial authorities re-
portedly are eager to begin the project
quickly and arrange financing them-
selves through Hong Kong. But the
central government in Beijing has
balked at the huge foreign exchange
expense. Two 900 mw reactors would

costsome $3 to $3.5 billion. A project of

this magnitude will certainly be re-
carefully in Beijing. The
postponed  several
major capital construction  projects
mainly because of a shortage of funds.

viewed
Chinese recently

Nuclear regulations. Each of the major
industrialized countries has its own
regulations on building nuclear power
plants. China must either draft and
approve its own regulations—a time-
consuming process—or accept those of
the country from which itimports, with
ad hoe modifications.

Desire for maximum technology transfer.
China's clearly stated preference fon
domestic rather than imported equip-
ment and materials, its need to employ
Chinese technicians wherever possible,
and the desire to conserve hard curren-
cy suggest a turnkey plant is unlikely.
Considerable negotiating time prob-
ably will be taken up with such details as
training operators and ensuring the
participation of Chinese engineers in
the design and management of the
project. The Chinese side also must
make an inventory of parts and mate-
rials it can supply itself, such as con-
crete, structural steel, pipes, and valves.
The foreign contractor thus will have
to examine Chinese production capabili-
ties before determining a final price
offer.

Buying second-hand facilities. China may
choose to import plans or parts already
ordered for nuclear power plants that
were later cancelled in the US or other
countries. The Chinese have contacted
several American companies about this
possibility. One such firm, Northern
States Power Company in Minneapolis,
offered some nine months ago 1o sell
the plan and parts for the cancelled
Iyrone project in Wisconsin to the
Guangdong Power Company. Sice
the Chinese did not move quickly
though, the company had to cancel
most of the contracts it had signed with
suppliers. Northern States, through
the Snupps group of utilities, stll is
trying to sell the reactor design, but the
major savings the Chinese might have
made by taking over the contracts at

reduced prices and lowered interest ex-
pense now are no longer available from
the Minneapolis company.
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Picking a Supplier

At the end of the long negotiating
process the Chinese finally must de-
cide: from whom should they buy the
reactorr

When the French signed an “agree-
ment in principle” with China in mid-
October to sell two 900 mw reactors,
thus reviving hopes that went back five
vears, it seemed France once again had
the inside track. Some American sup-
pliers believe this is misleading.

“As far as we can tell, China has not
yet signed any purchasing agreement;
they have only signed an option,” said
Harry Lawroski, president of the
American Nuclear Society, after the
society's visit to China last fall. *T'he
French have agreed that they would
sell but the Chinese have not yet agreed
to buy.”

Some Chinese leaders are even skep-

tical about French parucpaton, Vice-
Premier Fang Yi, who is chairman of
the State Science and Technology Com-
mission, told a Swedish official in
November that he had some reserva-
tions about French methods of dealing
with  nuclear
French companies for
secretive.”

criucized
being “too

waste and

Safeguards: Americansata
Disadvantage

Currently, American companies face
a major stumbling block—they are not
permitted to sell nuclear reactors to the
PRC. The reason: the US and China
have not yet signed a bilateral treaty on
cooperation in peaceful uses of nuclear
energy as required by US law. But
many industry experts predict this hur-
dle will not be hard to overcome. Said
one specialist: “I don’t think the safe-
guards issue will stand in the way if the
Chinese decide they want to buy
American.”

The US government has informed
China of its interest in such an agree-
ment and provided proposals for re-
view by China, but formal discussions
have not yet begun.

The Chinese have spoken strongly
against any nuclear agreement with a
foreign country that requires inspec-
tion to ensure the nuclear material is
used solely tor civilian purposes. Since
they already have nuclear weapons and
have shown responsibility and caution
by refusing to export nuclear equip-
ment or technology, the Chinese see no
need for inspection of nuclear power
plants by foreign powers or interna-

tional agencies.

US law does in fact allow the govern-
ment some Hexibility in negotiating a
nuclear agreement with China because
the PRC already possesses nuclear
weapons. While China still would need
to sign an agreement on nuclear coop-
eration with the US, the provisions for
safeguards agreement
would be less rigorous for China than
for countries lacking nuclear weapons.
The US law sets forth strict require-
ments on safeguards and inspections
for nonnuclear-weapons states, but it is
not specific about requirements for
states with nuclear weapons, according
to a State Department official. Asa mat-
ter of policy and practice though, the
US government always has required
some sort of assurance on safeguards
before allowing the sale of nuclear
reactors or fuel. In essence, it will be up
to the Reagan administration to de-
velop a nuclear policy toward China
and 1o decide how rigorous a provision

within  that

on sateguards the US will require.
Most nuclear cooperation agree-
ments signed by the US call for inspec-
tion by the International Atomic Ener-
gy Agency (IAEA). China has refused
to join this agency, even though Taiwan
has vacated its seat there, because the
PRC considers it to be dominated by
the United States and the Soviet Union.
The Chinese reportedly are consider-
ing membership but they have not vet
taken any
However, the nuclear safeguards re-

specific  steps  to join.
quired by the US government would
not be changed by virtue of China's
membership in the TAEA.

After the South China project began
to look promising early last vear,
Westinghouse ofhcially raised the ques-
tion of a safeguards agreement with
China to the Department of State. The
company’s argument was that US firms
should be allowed 1o sell nuclear reac-
tors and equipment to China directly
since the Chinese already have access to
US nuclear technology through the
French  company  Framatome, a
Westinghouse licensee.

President Carter gave hisapproval in
December 1978 for Framatome to sell
two  reactors to  the PRC  with
Westinghouse technology, but in May
1979 the Chinese “deferred” the proj-
ect as part ol their economic program.
US government approval was needed
because the French sale would have to
be okayed by COCOM, the Coordinat-
ing Committee on Exports Controls to
Communist Countries, to which the US
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and France belong. US law does not
otherwise restrict sales of nuclear reac-
tors containing US technology by for-
eign companies to third countries.

Negotiations between the US and
China on a nuclear cooperation agree-
ment could take months or years, de-
pending on the urgency the Chinese
assign to it and the concessions each
side 1s willing to make. At first, the US
government is likely 1o demand strin-
gent safeguard arrangements—such as
direct inspection—unacceptable to the
Chinese, but the US may be forced to
settle for a lower level of saleguards,
one industry official predicts.

Once an agreement is ininaled, the
US bureaucratic cogwheels could pre-
vent it from taking effect for another
four to six months. The agreement
must be prepared for review by the
president, the views of the Nuclear
Regulatory Commission must be solic-
ited, and the agreement must be rec-
ommended by the secretary of state
and the secretary of energy. When the
president gives his approval the agree-
ment must be formally signed and for-
warded to Congress, which may dis-
approve it by concurrent resolution. i
the agreement has not been dhis-
approved within 60 days of continuous
session, it will go into effect. Only then
will American companies be permitted
to sign contracts with China tor nuclear
equipment sales,

At that point the export-licensing
procedure American  com-
panies must applv 1o the Nuclear Reg-
ulatory Commission (NRC) for a li-
cense; then an interagency group must
review the application before the NRC
can make its decision. This process nor-
mally requires 60 1o 120 days. Im-
mediately after a new agreement has
been approved by the president and
Congress, though, the process could be
speedier, a State Department ofhcial
said.

The Chinese will weigh several other

begins.

factors, along with safeguards, in their
choice of a manufacturer. These in-
clude technical capability, financing
terms, proven performance, and politi-
cal considerations.

Technology. The choice between the
US, France, and Germany is fairly
equal when it comes to nuclear power
technologyv.  The  French  company
Framatome uses Westinghouse pressur-
ized water reactor technology. Accord-
ing to a Westinghouse spokesman the
Chinese have expressed a preference to
buy Wesunghouse technology directly,

rather than through the French. US
companies have an advantage because,
as leaders in nuclear power technology,
they have the research and develop-
ment backup to solve problems that
might arise during construction.

However, the French do have an
edge in their current knowledge and
the availability of both technical per-
sonnel and supphers of “nuclear-
grade” equipment, which must under-
go rigorous quality-control tests in
order to meet standards worldwide. In
the US and West Germany, where no
nuclear orders have been sold for
several vears, there is great concern
that suppliers of nuclear-grade equip-
ment are dropping out of the market,
leaving the major builders of nuclear
power plants without the needed sup-
ply backup.

The Hong Kong-based press has re-
ported a strong interest in the Guang-
dong plant on the part of the United
Kingdom, as well. The Briush are un-
likelv to win an order for a nuclear
reactor, though, since they have litle
experience building pressurized water
reactors (PWRs). Their domestic nu-
clear energy program is based on ad-
vanced gas-cooled  reactors (AGRs),
which are generally seen as outmoded,
However, the General Electric Com-
pany of Britam is a strong contender to
supply components for the nuclea
[;I;ml. Because of the likely participa-
tion of China Light of Hong Kong. the
British government probably will be in-
volved in the project, and it may push
for contracts for British companies.
According to some reports, the French
and Britsh are considering forming a
consortium to bid on the South China
project.

Though the Chinese seemto prefera
PWR for the South China project, their
decision is not final. In their overall
nuclear program they still are consider-
ing the boiling water reactor, made by
General Electric of the US and by its
Swedish licensee, ASEA-Atom, and the
heavy-water-type  reactor,  CANDLU,
made by Atomic Energy of Canada,
Ltd. The Canadian firm sent a delega-
tion of nuclear experts to China last
May that met with Vice-Premier Yu
Qiuli, then chairman of the State Plan-
ning Commission and now head ot Chi-
na's State Energy Commission.

Financing. When French President
Valéry Giscard d'Estaing visited China
last October he announced a break-
through in the financal terms the
French could ofter China tor a nucleas
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power plant. The terms were not
announced, but they undoubtedly in-
volve a low-interest loan (probably 7.5
percent or lower) with a long payback
period.

US exporters are hampered in their
ability to offer attractive government-
backed financing. The US Exim Bank
has financed nuclear power plant ex-
ports in the past, but US companies
recently lost a major contract in Korea
to Framatome because of unattracuve
credit terms, difficultes in gewing
American government licensing. and
the Koreans' preference o diversifty
their supplhers.

Nuclear plant exports are exempt
from the so-called “gentleman’s agree-
ment” among  industrialized nations
that puts a lower limit on the nterest
rates charged by Exim-type banks. But
loans for nuclear plants are limited to
90 percent of the project cost and the
repayment period cannot exceed 15
years, according to one US Exim Bank
official. Hence, the competition in
hnancing nuclear power deals is much
more intense than for other types of
exports.

According to Lingafelter of Nuclear
Services International, the Chinese
hope to finance most of the South Chi-
na project with government-backed
Exim-type loans and to make up the
remainder with commercal credius
arranged through Hong Kong. Fo
China’s  hrst plant,
Guangdong Province's joint venture
partners in Hong Kong are likely to
arrange part of the financing and mav
well have a say in which company is

nuclear power

chosen.

Proven performance. The Chinese
probably will select o supphier that is
competitive not only in terms ol cost
but also in terms of proven perform-
ance, including safery, rehability, shut-
down time, and availability of power
over long periods of time.

“I think the Chinese are becoming
more sophisticated in this way” said a
representative  of  Combustion  En-
gineering. " They will consider not just
the cost but the overall economy ol the
project over, say, a 20-year period. For
instance, an important thing on a nu-
clear power plant s availability ol
power]. I vou look at Framatome's rec-
ord, their availability per vear i1s not as
good as that of most American compan-
1es, if vou take i maintenance costs and
shutdown tume over a 20-vear period.”
Political considerations. [n the final
analvsis, the Chinese will not mvest in
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foreign nuclear power technology with-
out carefully weighing the political im-
pact of such a decision. The high-level
interest shown by France's president
and the long-range French willingness
for friendly cooperation may sway the
Chinese in France’s direction. On the
other hand, if the US government were
to back direct sales sometime in the fu-
ture, diplomatic and military considera-
tions might tip the balance in this direc-
tion.

Building the Plant

The Chinese are planning to start up
the South China nuclear power plant
by 1988-89. Many observers believe
this schedule is not feasible.

“I think they're overoptimistic,” says
Octave Dulemple, executive director
of the ANS. “No matter how much they
think they can do, it's not a bridge or a
civil engineering project, it's high tech-
nology. I think 'm taking a more realis-

tic look by saying that construction time
would take as long there as it does
here.”

Several factors have been cited that
may slow down construction in China.
Among them are:

* Poor infrastructure,
transportation, communications, and
raw materials supply;

* The possible need to make design
improvements during construction, in-
corporating break-
throughs;

* Possible shifts in import policy due
to a shortage of funds or to a readjust-
ment of economic priorities, such as the
policy decisions that recently delayed
several major projects undertaken by
the American engineering companies
Fluor, Bechtel, and Kaiser;

* Possible bureaucrauc inhighting.
The Guangdong Power Company has
conducted most of the talks with for-
eign companies so far. The Second

including

technological

Ministry of Machine Building Industry
is responsible for choosing a type of
nuclear technology and probably will
handle project management as well,
according to Lingafelter. The First
Ministry of Machine Building Industry
probably will build the plant, the ANS
delegation was told in October. The
end-user of the electricity generated
would be the Ministry of Electric
Power, which also may act as coordina-
tor or liaison for the whole project. The
State Capital Construction Commis-
sion will also have a major role in coor-
dinating resources for the project. Dif-
ferences of opinion between these and
other bureaucracies mav cause delays.
If construction of a nuclear power
plant takes as long in China as it does in
the US, and if the first contracts were
not signed untl 1982 or 1983, China’s
first reactor probably would not be

operational until 1992-95.
—Dori Jones

PRC Offices in Hong Kong

China’s decision to give greater for-
eign trade autonomy to Beijing, Shang-
hai, Tianjin, Guangdong, and Fujian
has led each of these cities and prov-
inces to establish trading offices in
Hong Kong. These offices will make it
possible for foreign companies to
obtain the necessary information to de-
velop marketing strategies tailor-made
tor each of the five regions. The func-
tions, personnel, and addresses ol
these offices:

TIAN)IN
Isinlien Trading Co., Lid.

Incorporated in Hong Kong in Au-
gust 1979, the Tsinlien Trading Com-
pany is currently staffed by nine offi-
cials from Tianjin. Its early start was
attributed to the efforts of Li Jianzhi,
deputy director of the Tianjin Foreign
Trade Bureau, who had acquired
excellent connections in Hong Kong
during his years as a department mana-
ger in the China Resources Company
(see below).

Tsinlien was set up under the aegis of
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The home of China watchers is
quickly becoming the new
listening post of China’s com-
mercial representatives.

the Tianjin Import and Export Com-
mission (I'TEC), which is in charge of
overall foreign trade planning in the
municipality of Tianjin, and also over-
sees three major trade and financial
organizations:

* Tianjin Foreign Trade Corpora-
tion

* Tianjin  Economic and
Services Corporation

= Tianjin International Trust and In-
vestment Corporation (TITIC).

Tsinlien’s primary functions are to
arrange Chinese official delegation
visits trom Tianjin to Hong Kong, assist
foreign  businessmen interested in

['echnical

doing business with Tianjin, and act as
a laison between the Tianjin Import
and Export Commission and foreign
companies that wish to discuss trade,
technical services, trusts, joint ven-
tures, sole-proprietor  shops,  pro-
cessing, and compensation trade.

I'sinlien also supplies data on Tian-
jin’s industry and investment potential,
and 1s currently collecting trade and
market information on behalt of the
Tianjin Import and Export Commis-
sion. The future role of Tsinlien in
handling direct trade relations between
Hong Kong and Tianjin's foreign trade
corporations is expected (o increase.
However, contracts are still handled by
the China Resources Company.

General manager: Li Jianzhi
Deputy general manager:
Zhu Mingjiu
Business manager: Zhang Hengzhi
Address: 30-32 Cameron Road,
2/F, Kowloon, Hong Kong
Cable: TSINLIENTC HONG KONG
Ielex: 37476 TSINS HX
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Telephone: 3-669536,
3-7210402-7

BEIJING
Representative Office of the

Beijing Foreign Trade Corporation

Established in April 1980 at the for-
mer address of the China Resources
Company, the office s statfed by five
officials from Bejing headed by Mr.
Yuan Yonghou, deputy general mana-
ger of Beijing Economic Development
Corporation.  T'he office 1s author-
ized 1o conduct business negotiations
and discuss processing, compensition
trade, and joint venture proposals with
foreign companies, Samples and cata-
logues of export products are on dis-
play at the office. A wholly owned sub-
sidiary set up by the office, the Tech-
modern Business Promotion Centre,
reportedly will provide translation ser-
vices and act as an agent lor foreign
companies.

Hong Kong representative directon
and  deputy  general
Yuan Yonghou

Manager:

Representative and deputy manager
ol the First Business Department:
Li Daokui

Address: Room 1102, T0/F, Bank ol
China  Building. Bank  Street,
Hong Kong

Cable: 1458

lelex: G1O90 TMBPC X

Telephone: 5245008

FUJIAN
Hua Min Company

Inaugurated ofhaally in Ocober
1980, Hua Min acts as the sole agent tor
all business departments under the Fu-
jian provincial government with activi-
ties in Hong Kong and Macao. The
company has six business departments:
cereal oil and foodstufls: natve pro-
duce and animal by-products: hght in-
dustrial products and arts and crafts;
chemicals, machinery, minerals, and
metals; mvestment: and  transporta-
tion. Hua Min gradually will take over
all trade negotiation and liason work
now performed by China Resources
and its atfiliated companies.

General manager: Zhang Jivang

Deputy  general managers: Zhang
Hua and Cai Xinian

Address: 11-12/F, China Merchants
Building, 152-155. Connaught
Road, Central Hong Kong

Cable: HMINCO 7044

Telephone: 5=459166, 5437638

GUANGDONG
Guangdong Enterprises, Litd.

Established m early 1980, the com-
pany is staffed with approximately 80
officials  from Guangdong Province
and acts on behalt of the Guangdong
External Economic Commission, 1o s
headed by a vice-director of the com-
mission, Mr. Yan Shangmin.

Guangdong  Enterprises, Lid. s
most interested i processing. coni-
pensation trade, and joint ventures in
Guangdong (including Guangdong’s
three special cconomic zones in Shen-
zhen, Shekou, and Zhuhat)

A Special Fconomic Zone Construc-
tion Liaison Departinent was estab-
lished recently within the company to
promote investment in these zones. It
works closely with the Guangdong Pro-
vincial Administrative Committee n
charge ol special economic zones,
which also sets policy m'c-r_lht- prov-
ince’s three speaal zones (ser (BR.
Sept.—Oct., 1980, p. H6).

Managing director: Yan Shangmin
Address: 152-155. Connaught Road.
Central, 13-11F, Hong Kong

Cable: KWATUNGHK 5620
Telephone: 5-451939, 5454033,
H—445620

SHANGHAI
Shanghar Liaison Oftice

Shanghai still mamtains a very low
profile i Hong Kong. I'he otfice s
staffed by several othicials from the
Shanghai Foreign Trade Corporation,
and  from industrial
under  the government.
I'hey colleat trade and marketing in-

departments
municipal

formation. Although the office has no
immediate plans o undertake direct
business discussions with foreign firms,
it may do so as it expands
Shanghai Foreign  Trade Bureau
representatives: Yin Dongchuan,
Yi Zhanvun
Address: Room 1105, Bank of China
Building, Bank Street. Central
Hong kong

Lelephone: 5-255770

CHINA RESOURCES COMPANY

Fhis company acts as the Hong Kong
agent for six national foreign trade cor-
porations, and remains heavily - in-
volved in trade between Hong Kong
and the five regions that have received
greater foreign trade autonomy. T
stall ol more than 400 1s headed by
General Manager Zhang Guangdou,
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and nine deputy general managers:
Zhang Xiancheng, Pei Zesheng, Zhang
Zheng, Li Jingtang, Ye Ping. Qo
Wenli. i Guanghui, Ye Jinghao, and
Yu Dunhua.

Ihere are seven administratve de-
partments in the company (general
management, personnel, finance, mar-
ket research, electronic data process-
ing, transport, and general allais),
and four business departments:

e Machimery and [nstriments Depart
ment: Hong Kong agency for the China
Natonal Machinery Import and Ex-
port  Corporation  (MACHIMPEN),
the China Natonal Machinery and
Equipment Import and Export Cor-
(EQUIMPEX).  the  China
National Instruments Import and kx-
port Corporation (INSTRIMPEN), and
the China National Technical Tmport
Corporation (TECHIMPORT). Mana-
ger: Wang  Tongshan: submanagers:
Gao Wangsheng, and Xu
lelex: 73277 CIRLEC X

« Metals and  Mmerals  Department
Hong Kong agent for the China

poration

I'mgmel.

National Metals and Minerals Import
and  Export Corporation (MINME I-
AlLS). This and the above-mentuoned
departments originally belonged to the
Industrial Products and Minerals De-
partment which recently split m two.
Manager: not vet appointed: submana-
gers: |1 Guangchuan and Nu Zheng
cheng.

« Petrolewun and Chemcals Depariment:
Business representative i Hong Kong
for the China National Chemicals Tm-
port and Export Corporation
(SINOCHEM). Manager: Lin Baokang:
submanagers: Guo Zhigiang. Hu Jin,
Dong Hengtao, and Lin Zhihua. Telex:
6H0HS CIREC HIX

s Eonterprise Development  Department.
Responsible for mvesunent and  de-
velopment activites in real estate, -
dustry, and commerce. Manager: Chao
Yongsen: submanagers: Zhou Deming,
Yan Zhenwen, and Yang Shengve.
lelex: 63433 CIRIM HX.

Address: China Resources Company,

Causeway  Centre,  Gloucester
Road, Hong kong

lelephone: 57569111

Cable: CIRECO HONG KONG. o1
0230 HONG KONG

lelex: 73277 CIREC HIX 9

Anita Li is trade hason offwer at the
American Chamber of Commerce in Hong
Kong where she also represents the Natiwonal
Council for US-China Trade.
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China’s Shipbuilding Industry

Launching an Export Drive

Photo by Ted Scull

Photo by Ted Scull

Chang Qing, 25,000 dwt, Hudong shipyard
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An Hu, 24,700 dwt, Honggi shipyard, Dalian
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In the midst of a major ship import-
ing spree, the Chinese are conducting a
major ship export drive. This apparent
contradiction is only one of several that
have puzzled close observers of China's
shipbuilding industry,

As the Chinese hand out colorful
brochures advertising ships they can
build 10 order, a leader of the China
Corporation of Shipbuilding Industry
(CCSD announces that their production
capacity is saturated with orders for
ships of more than 10,000 deadweight-
tons (cdwt).

I'he Chinese are offering 1o build
and export 50,000 dwt and 80,000 dwt

oil tankers, but the largest they have
built to date—a 50,000 dwt tanker with
16,000 (hp) engines
named Xihu—has not been seen in use

horsepower

since its launching in 1976. A shipyard
in Shanghai, where the draft limit is
20,000 dwt (for a loaded ship), is plan-
ning to build a 60,000 dwt ship. In one
bright orange brochure, Dalian Ship-
vard offers to build for export a jac kup
platform Continental
Emsco equipment, butit has completed
only the first of five such rigs it is build-
ing, and that finished rig is still un-
tested.

drilling with

One US company ran into these con-
tradictions head on, when, after spend-
ing time and effort at CCSIs request to
find a buver interested in ordering
several Chinese ships as part ol a coun-
tertrade arrangement, the company
was told that CCSI could not build the
ships after all.

“It seems to me that the wav the
Chinese government is doing things is
not logical,” noted a Chinese-born
shipping  expert.  “The
Ministry of Communications is buying
ships while the Sixth  Ministry  of
Machine Building is building ships for
export.” Onthe other hand, another US
analyst believes that the strategy makes

American

sense, since the experience gained in
building ships for export will un-

doubtedly upgrade China’s own ship-
building standards.

At present the Chinese are building
six 27,000 dwt freighters for two Hong
Kong companies, and they plan 10
build two 27,000 and two 36,000 dwt
vessels for export to Sir Y.K. Pao's
Waorldwide Shipping in Hong Kong
(see p.A3). Their largest ship completed
tor export so far, a 17,500 dwt multi-
purpose container ship, was launched
amidst much fanfare in April 1980 and
was due to be delivered in late 1980.

['he Chinese hope that these orders
will establish their reputation and pave
the way for a spate of orders in the
tuture. The China Corporation  of
Shipbuilding Industry (CCSI), founded
in 1977 under the Sixth Ministry of
Machine Building, has opened an
oftfice in Hong Kong and established
contacts with numerous potential for-
eign buyers. CCSI recently began distrib-
uting a “Ships  Export Catalogue,”
offering to build tankers of up o
80,000 dwt, freighters of up 1o 25,000
dwt. passenger/cargo vessels, tughoats,
barges, special-purpose engineering
ships, and small boats (see p. 41 ). The
catalogue lacks one major detail, how-
ever: prices. According to Hong Kong
press reports, Green Island Cement
Company paid $13 million each for the

first two 27,000 dwt freighters it
ordered. but the Chinese have n
general been very secretive about

prices.

As this export drive unfolds, the Chi-
na Ocean Shipping Corporation (COS-
CO)under the Ministry of Communica-
tions has continued to buy second-
hand bulk carriers [rom Greek and
other shipping companies at a furious
rate (see CBR, Nov.—Dec., 1980, pp. 60—
61). Although many of these ships are
in the 30.000 10 80,000 dwt-class range,
COSCO has also purchased some of the
same tyvpes of ships CCSIis building and
offering to build for export—namely,
10,000 to 36,000 dwt freighters.
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Still in Infant Stages

The shipbuilding industries in
Japan, Korea, and Taiwan have shown
Beijing’s leaders how lucrative the in-
dustry can be as a means to augment
foreign exchange earnings. But Chima’s
shipbuilding-for-export industry is
only in its infant stages by world stan-
dards. It is not likely to emerge as a
full-fledged competitor for at least five
and probably 10-15 years.

“Their best strategy would be to
build an entirely new, modern ship-
vard,” notes Charles Dragonette, a Chi-
na merchant marine analyse for the US
government. T am afraid. though, that

they will probably make the mistake ol

trving to patch together and expand the
vads they have.” Most of China's ship-
vards are located in crowded urban
areas with litle room for expansion.
The Chinese say they have more

than 200 shipyards which built over
700,000 tons of steel-hull ships in 1979.
(How they calculate tonnage to arrive
at this figure is unclear.) Most of the
ships built are simple bulk carriers,
small tankers, tughoats, and barges,
although the Chinese have begun
building moréspecialized ships such as
research vessels, cable-laying  ships,
dredgers, hovercraft, and oil explora-
have

tion  vessels.  The Chinese

China’s Ship Exports to Date

Foreign Buyer Type of Ship Shipyard Delivery Date Date of Order Comments

Ships on order

Regent Shipping, Ltd. Two “"Lakes-fitted” Dalian NA First, 5/14/80; Ships to be classified by

27,000 dwt bulk carriers second, 7/30/80 Lloyd’s Register and

equipped with B&W
engines

Green Island Cement Four 27,000 dwt Dalian Mid-1982 Firsttwo, 6/80; Under construction; to

Co. (associateof Cheung  “Lakes-type’’ freighters others, 7/80 be classified by Lloyd's

Kong Holdings, Ltd., Register; $13 million

Hong Kong) each forfirst two

Worldwide Shipping Four bulk carriers: two Jiangnan, Within two years Letter of intent, Final contract not yet

Group (Hong Kong) 27,000 dwt, two 36,000  Hudong of contract 4/30/80 negotiated

dwt SIENINg.

Baker Marine Two jackup Dahian Late 1981 11/80 Baker to provide blue-

Engineering Corp. (US) drilling platforms prints and some main
equipment; Chinato pro-
vide rolled steel and to
overhaul an existing
rig for Baker

Ships already delivered

Malaysian International Bunga Saga, 3,700 dwt Zhonghua 8/28/77 early 1976 Equipped with 5- and

Shipping Co., Ltd. freighter 10-ton booms

China-Poland Shipping Shaoxing, 10,000 dwt Shanghai 9/23/78 NA Equipped with imported

Co.. Ltd. (jointly owned freighter Shipyard radar equipment,

by China and Poland) gyrocompass, satellite
navigational aids, and
meteorological facsimile
receiver; flies PRC flag

Guinea Floating drydock NA NA NA NA

Guinea Two trawlers NA 7122176 NA NA

Romania Four tughoats NA NA NA NA

Hong Kong Ship Service One 17,500 dwt Zhonghua Launched Spring 1978 500 TEU capacity; heavy

Corp.

China Resources Corp.
(Hong Kong)

Wantong Corp. (Hong
Kong)

Nucleus Co. (Mong
Kong)

East Haven Marine, Ltd.
(Hong Kong)

Pakistan

multipurpose container
ship

Two high-speed 300-ton
perishable goods cargo
freighters

Two 950-ton barges

1,200-ton oil tanker

30-foot fiberglass racing
vacht

Two submarine chasers

4/15/80; delhivery
12/80

Guangzhou NA
Guangdong 6/79,12/79
NA NA
Guangdong 2/9/80

NA 5/80

Guangzhou
Trade Fair

12/79

NA

NA

B8/79

lift facility; B&W engines

Imported main diesel
engine and other
equipment; flies PRC flag

NA
NA

American-designed
yvacht with all materials
imported from Japan

NA

NA = Information not available
SOURCES: Chinese and foreign press reports.

TEU = 20-foot equivalent units

dwt = deadweight tons
Table prepared by Dori Jones,
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announced plans o increase produc-
ton of 20,000 and 30,000 dwt vessels
by 1985, and eventually o build
100,000 and 150,000 dwt ships. A
Hong Kong expert recently predicted
that China’s annual ship export capac-
iy 1s likelv 1o reach 2 million tons by
1982 and 4-5 million tons by 198590,
Given the present lacilities at China's
shipvards, though, this estimate seems
too high (see p.47).

Problems to be Tackled

I Chinacis 1o expand its ship export
mdustry in a major wav, its shipyvards
must first solve several problems.

Obsolescent technology and poor
management. Within the last six
months. two of  China's shipyards
signed agreements with Japanese ship-
builders 1o help them upgrade their
shipbuilding  technology,  improve
management, and raise product quality
and productivity. Dalian. China’s big-
gest shipvard, signed a three-vear tech-
nical assistance agreement in October
with Hitachi Zosen, which will also help
Dalian design China's first 100,000 dwt
ship. Jiangnan. the most important of
some five shipvards m Shanghai, signed
a4 two-vear $150,000 technical assis-
tance agreement with Mitsubishi Heavy
Industies i August.

Meanwhile, Guangdong Province's
Marine Industries Corporation has re-
portedly held talks with Briush, Amer-
wan, and Japanese interests about re-
designing some of the five shipvards
under its jurisdiction. Two vears ago,
the Brinsh vard, A&P Appledore,
announced the signing of a consulting
contract to modernize the Guangzhou
Shipyvard, but no further announce-
ments were made about progress on
the agreement, which has probably fall-
en through.

Asone incentive to improve manage-
ment without foreign assistance, China
plans to restructure its shipbuilding in-
dustry 10 allow enterprises 10 keep a
porton ot their profits for mvestment
or for bonuses for their workers. Chi-
na's shipvards will also be able to retain
some of the foreign exchange they earn
and use it o import advanced equip-
ment, CCSEDeputy Managing Divector
Wang Ze told a Hong Kong conterence
in late November.

Lack of specialization or standard-
ization. Because of China's past policy
ol encouraging enterprises to be self-
sutficient, each of China’s major ship-
vards manufactures not only ship hulls
but also all components for ships, in-
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cluding diesel engines, turbochargers,
forgings. hvdraulic deck machinery,
salety equipment, and propellers. In
addition, cach vard designs its own
ships. Because of this, there is a wide-
spread duphcation ol effort resulting
1 a morass ol different types of ships.
engines, and other components that
have not been sulticiently standardized
to allow shipyards to order parts from
one another. This lack of standardiza-
tion has mcreased the costs ol ship-

building and complicated the task ol

ship repair. Recently, the Chinese have
been trying 1o standardize, and 1o en-
courage serial production ol widely
used ships, but they admir their stan-
dards do not yer meet imternational
levels.

Need for more advanced engines
and other components. 1o attract cus-
tomers, CCSToffers to install imported
equipment on ships built for export. At
the same time, the Chinese are also
signing more and more agreements 1o
produce engines and other equipment
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under license to highly respected tor-
eign firms. So far, European companies
have been the chiet beneficiaries: the
Chinese are now licensed to build Piel-
suck and MUAN. medium-speed diesel
engines, Sulzer and B&W low-speed
diesels, and BBC wurbochargers (see
pA6).

China’s acceptance ol these licenses
represents a major shift in policy. In the
mid-1970s, China’s shipbuilding indus-
try was embroiled in controversy over
the issue of imported technology. At

that time a group ol leaders now identi-
lied with the “Gang of Four” criticized
the policy of importing technology as
evincing a “slavish compradore mental-
iv.” Thev strongly attacked former
head of state Liu Shaogi for his state-
ment that “building ships is no better
than buying them, and buyimg them is
no better than chartering them.” Press
reports of the time said that Hudong
Shipvard in Shanghai “suppressed the
workers” enthusiasm by buving toreign
patent  rights”™  for  production  of

s SR SR SRR s s s rE S e T T T

Yangzi River tugboat 540 hp  Zhonghua, Shanghai
Coastal tugboat 600 hp NA

Coastal tugboat 1,800 hp  Dalian, Liaoning
Salvage tugboat 2,600 hp  Wuhu, Anhui
Oceangoing salvage 9,000 hp  Zhonghua, Shanghai
tugboat

Barges

Motorized cargo barge 200 dwt  Qiuxin, Shanghai
Coastal cargo barge 800 dwt  Huangpu, Guangdong
Cargo barge 1,000 dwt  Wuchang, Hubei
Deck barge 1,500 dwt  Hudong, Shanghai

Oil barge 3,000 dwt  Dalian, Liaoning
Engineering ships

Bucket dredger 50 m'hour  Dongfeng (Chongqing,

Cutter-suction dredger

Sichuan)

80 m'hour  Zhenjiang, Jiangsu

Dredger 200 m'/hour  Yiyang, Hunan
Dredger 350 m'hour  Zhonghua, Shanghai
Dredger 500 mhour  Hudong, Shanghai
50-ton floating crane — Jiangnan, Shanghai
L:]quefied petroleum gas 500 m'  Dalian, Liaoning
ship

Ocean research ship
Offshore drilling platform
Refrigerator ship

Miscellaneous small vessels

—  Hudong, Shanghai
— Dalian, Liaoning
500 dwt  Hudong, Shanghai

Aluminum yachts, fiberglass-reinforced plastic yachts, work boats, traffic boats,
fishing boats, and other small vessels can be designed and built according to

customer’s specifications.

NOTE: The China Corporation of Shipbuilding Industry advises its customers that the
above oil tankers, passenger/cargo ships, and other vessels can also be built according to
the design and with foreign-made equipment as requested by the customer.

dwt=deadweight tons
hp = horsepower

m' = cubic meters
NA = Information not available

SOURCE: Ships Export Catalogue, November 1980, published by the China Corporation
of Shipbuilding Industry, 10 Yuetan Bei Xiao Jie, Beijing, China. Telex: 22335 CCSICN.

Telephone: 8495947,

Table prepared by Dori Jones
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marine diesel engines.

A heensing agreement with Sulzer
for engines signed in the earlyv 19705
was allowed to lapse. apparently a vic-
tim of this controversy. Nonetheless,
Sulzer signed another licensing agree-
ment with CCSLin 1978 and production
has begun.

Certification. Unul recently  the
Chinese refused to allow foreign in-
spectors into their shipvards to observe
construction for purposes of classitving
and certitying Chinese-built ships. The
policy apparently was changed in Octo-
ber 1980, when China's Register ol
Shipping and Llovd’s Register of Ship-
ping signed a “working agreement” for
joint survey of ships in China for classi-
fication by Llovd's. Llovd’s will ¢lassity
several of the 27,000 dwt bulk carriers
under construction in China now for
export to Hong Kong.

I'he American Bureau ot Shipping
(ABS) has been negotiating an agree-
ment with China's Register of Shipping
and expects to sign one soon. Baker
Marine Engineering Corporation of
Fexas requested ABS ceruficaton for
the two drilling platforms it ordered
from China in November. It the agree-
ment goes through, ABS will send a
survevor to Dalian early this vear to
attend onboard the platforms as they
are constructed.

In August 1980 the Japan Marine
Assoctation  (Nippon  Kaiji - Kvokai)
signed a cooperation agreement for
technical survey of ships, but icis un-
clear whether this agreement provided
for certification by NKK survevors ol
Chinese-built ships. The Chinese claim
they have signed mutual technical sur-
vey agreements with Bureau Verias ol
France, Det Norske Verttas ol Norway,
and Germanischer Llovd of West Ger-
many, as well as with Llovd's.

Outdated yard equipment. Charles
R. Cushing, an American ship expent
who visited China in 1979, reported a
“curtous mix” ol old and new tech-
niques in China’s vards, but added tha
the Chinese were continuing to make
and nstall newer equipment. Several
of China’s larger shipyards have 10- 1o
100-ton gantry  cranes,  overhead
traveling cranes, and floating cranes.

Last Julyv. one of China's factories
signed  a four-vear contract  with
Liebherr of West Germany for joit
production of five wypes of marine
cranes. It is possible that the Chinese
will continue to look abroad tor licenses
o produce modern yard equipment as
well as onboard equipment. E



Foreign Technology Imported by China Corporation of Shipbuilding Industry

Area of Cooperation

Equipment or technology

Medium-speed,
four-stroke, high-power
diesel engine

Four-stroke,
medium-speed diesel
engine

Low-speed, two-stroke
crosshead marine diesel
engine

Low-speed, two-stroke
crosshead marine diesel
engine

Turbocharger

Marine gearbox

Shaft coupling and shock
absorber

Marine cranes (Liebherr’s
Austrian plant will provide
technical know-how and
spare parts and will buy
back part of the products)

Marine hydraulic deck
machinery

Technical cooperation in
shipbuilding technology
and management

Machine works technical
cooperation (one-time)

Crankshaft and forging
technology

Joint ship design of
100,000 dwt iron ore bulk
carrier

Technical assistance in
construction and repair of
ships and building ot
engines and other marine
machinery; management
dassistance

Design models

PC-2,PC2-2, PC2-3,
PC2-5, PC2-5BTC,
PAG, PAGBTC

L20/27, AS25/30 series

RLAS6H, RLB56,
RLAG6, RLB66,
RLA76, RLB76,
RLA90, RLB90O,
RND6BM, RND76M,
RND9Y0OM

K/AL45GECA, GSCA,
L55GHCA, GSCA,

KL67GFCA, GSCA,
KABOGFCA, GSCA,
KA90GFCA, GSCA

"0 series, 17 series,
4" senes; altogether
19 products

GW, GSC/H, GUC/H,
GV series; many types,
with different
deceleration ratios

Two types

Five categories: B type,
D2XB type, SBtype,
D2XSB type, and PBW
type

Hyvdraulic pumps.
hydraulic motors
hvdraulic loading
machmes, etc,

Poland Technical
Service Center
(POLSERVICE)
designed TR forging
technology

Type of agreement/
date signed

License agreement for
production; late 1978

License and long-term
cooperation agreement on
engine production; 10/80

Licensing agreement; 8/78

License agreement;
mid-1980

Technical cooperation and
license agreement; late
1978

Unknown

Licensing agreement; 5/79

Four-year contract for joint
production; July 1980

Unknown

$450,000 contract for two
years; 8/19/80

June 1979

Unknown

August 1980

Three-yvear agreement;
10/80

Country

France

West Germany

Switzerland

Denmark

Switzerland

West Germany

Austria

West Germany

Japan

Japan

Japan

Japan

Japan

Japan

Company

Société d'Frudes des
Machines Thermiques
(SEMT) - Pielstick

Maschinenfabrik-
Augsburg/Nurnberg
AG (MAN)

Sulzer Brothers

Burmeister & Wain

Brown Boveri & Co.,
Ltd. (BBC)

Lohmann & Stolterfoht

Geislinger

Liebherr-Werk
Nenzing GmbH

Ishikawajima-Harima
Heavy Industries

Mitsubishi Heavy

Industries

Ishikawajima-Harima
Heavy Industries

Japanese steelmakers

Hitachi Shipbuilding
and Engineering Co.

Hitachi Shipbuilding
and Engineering Co

Chinese
factory

Hudong Shipyard,
Shanghai; Xingping
Diesel Engine Factory,
Shaanxi; Fengle
Machinery Works,
Hubei

Xinzhong Power
Machinery Plant,
Shanghai

Dalian Shipyard,
Liaoning; Zhengguang
Machinery Works,
Hubei; Shanghai
Shipyard, Shanghai

Hudong Shipyard,
Shanghat

Xinzhong Power
Machinery Plant,
Shanghai; Jiangjin
Turbocharger Plant,
Sichuan

Yongjin Machinery
Works, Sichuan

Yongjin Machinery
Works, Sichuan

Nanjing Marine
Auxiliary Works,
Jlangsu

Wuhan Marine
Machinery Works,
Hubei

Jiangnan Shipyard,
Shanghai

Dalian Shipyard,
Liaoning; Xingping
Diesel Engine Plant,
Shaanxi

Wuhan Forging Plant,
Hube

Dahan Shipyard,
Liaoning

Dalian Shipyard,
Liaoning

SOURCE: Ship World (Technical Paper), special issue published by the Sixth Mimistry of Machine Building, November 1, 1980 Information on type of

agreement and final two items based on press reports. Table prepared by Dori Jones.
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China’s Major Shipyards

Dalian Hongqi Shipyard
Established: 1898

Products: Oil tankers up 1o 50,000 tons,
Jackup offshore dnlling rigs, freighters
up to 40,000 tons, tughoats up
13.000 hp, floating docks, pile-driving
ships, refrigerated ships, log carriers,
fishing boats, and floating cranes.
Annual shiphwlding  capacity: 250,000
tons. Annual repair capacity, 100,000
tons.
Area: Total area over | milhon square
meters; workshop area over 500,000
square meters.
Facilities: Seven separate vards, spe-
cializing in building ships from 3,000
dwt 1o 50,000 dwt. Four shipbuilding
berths:

I berth, 185.5m > 20m, can build
5,000-ton-class ships.

2 berths, 2506m x 27m can build
30,000-ton-class ships.

I berth, 289.4m x 50m can build
100,000-ton-class ships.
Lifting equipment
100-ton gantry cranes, two 75-ton gan-
try cranes, two d0-ton gantry cranes,

mcludes  fowm

one 20-ton gantry crane, one l5-ton
tower crane, one 100-ton  tloating
crane, and one 25-ton loating crane.

Repan capability: Can repair and refn
50,000-ton ships. Two repair docks:
I dock, 135 19m x  1649m x
8.35m, can repair 5.000-ton-class ships.
I dock, 164m x 21.6m x 9. 14m. can
repair 15.000-ton-class ships.
Achievements:
1968: Began series production ol
seagoing 15,000-ton tankers.
1972—present: Builds jackup rigs.
1974 Built Daging No. 61, China's
first seagoing 24,000-ton tanker.
1976: Launched Xihie, China's first
50,000-ton tanker, with 16,800 hp en-
gines and cruising range ol 15,000
nautical miles and speed of 15.2 knots.
1981: Plans to build first Chinese-
built  100,000-t0n
bulk/oil carrier.

combination  ore/

Propulsion:  Shapvard — builds — own
Chinese-designed low-speed diesel en-
gines: low-speed, high hp diesel en-
gines built under license 1o Sulzer. "Total
machine-building production capabil-

ity: 100,000 hp/vear.

Fovelgn technical assistance: In October
1980, signed three-vear agreement
with Hitachi Zosen for techmcal assis-
tance in construction and repair of ships
and building of main and auxiliary en-
gines; also for managerial guidance, in-
formation exchange, and joint design of
100,000-ton tanker.

Shaps for export: Now under construc-
tion: two 27.000-ton bulk log carriers
for Regent Shipping. Lid.: fow
27,000-ton freighters for Green Island
Cement Co. Signed contract in late
November 1980 to manufacture two
driling platforms and to repair a drill-
ing plattorm tor Baker Marine Corp.
of Texas.

Number of Employees: 16,000

Xingang Shipyard
Location: Tianjin
Products: 7.000-and 10,000-ton reight-
ers, 15,000-ton tankers.
Annual production capacity: At least two
7.000-10n freighters and one 15,000-
ton tanker per year.
Area: 590,000 square meters.
Facilities: 180-meter berth tor 25,000
dwt ship: 120-meter berth for 5,000 dwt
ship.
Repair capability: Has drydock capable of
accommodating a ship of 30,000 dwi
capacity, and one for 3,000-10n ships.
Achievements:

1969 Launched 10,000 dwt breighi-
er, g,

1974: Launched 15,000 dwt tanker,
Daging 40.

1980: Commenced senal production
of 7,000 dwt freighters.
Propulsion: Main propulsion 8.100 hp
and 3,100 hp low-speed diesels.

Number of Emplovees: 6,000

Jiangnan Shipyard
Established: 1865
Location: Shanghai

Products: Freighters, tankers, and fer-
ries. Total tonnage capacity, 30,000
tons.

Area: 720,000 square meters: building
space, 260,000 square meters.

Facalities: Complex of seven vards in-
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hulls,
maintenance, equipment
fitting. steel casting, painting, carpen-
try, and forging. Three docks:

No. 1 dock: 1532m = I6m x 8.8m,
with 30-ton ('il})';l.(i[\ ganiry crane.

No. 2 dock: 184m x 24m x 9m, with
I5-ton capacity overhead traveling

cludes main  workshops  for

machinery

crane.

No. 3 dock: 232m x 40m x 10.5m,
with 50-ton and 150-ton overhead
traveling cranes, now being expanded
to repair 60,000-ton ships.

Mechanical equipment includes two
40-ton cranes, 15 15-ton cranes, 17 fac-
tories, 12,000-ton hvdraulic press, 300
tons of machinery and tools.

Reparr capability: 328 meter-long repain
quay can repair and refit various kinds
of ships up to 15.000 tons, as well as
main and auxiliary engines and boilers;
has repaired more than 2500 ships
since 1949; as of summer 1980, offers
to repair foreign ships. Average tume
for repairs at dock: 7 davs.
Achievements:

1959: designed China's first 10,000-
ton oceangoing freighter. Launched in
1960, it was berthed in the Huangpu
River for five years untl engines were
installed. Built two space-event suppont
ships of about 20,000 gross tons and the
10.000-10on research ship Xiangyanghong
10.

Propulsion: Builds diesel engines of up
to 12,000 hp.

Foreggn technical assistance: August 18,
1980, signed agreement for technical
cooperation with Mitsubishi.

Shaps for export: May be building treight-
ers for Worldwide Shipping Group,
along with Hudong Shipvard.

Hudong Shipyard
Location: Shangha

Products: 25.000-ton freighters, 1.000-
and 3,000-ton tankers. geophysical ex-
ploration vessels, petroleum prospect-
ing vessels, gh-performance passen-
ger liners, passenger and cargo ships
up to 10,000-ton class, barges, oceano-
graphic research ships,
Area: More than 670,000 square
meters.
Facilities: T'wo berths can butld 30,000-
ton-class ships, eight berths can build
3.000-ton-class ships. Within the next
few vears plans to build a new berth for
60,000-1on ships. Do k area currently
more than 600 meters long.

Nearlv 3,600 pieces of equipment,
including 100-ton elevated crane and



large Luthes designed and built in
Hudong Shipvard.

Achievements:

1970: Started building  10,000-10n
vessels.

197 1: Built first 25,000-ton treighter
and first 12,000 hp marme diesel en-
gine,

1974: Built Kantan No. 1 drilling ves-
sel from iwo  cargo ships joined
together with a dnlling deck between
them.

1966-77: Built more than 400 ships
with tonnage 1.5 tmes that of all ships
m 1954-66.

1978: Completed Nwngyanghong No.
9, an oceanographic survey vessel of
9,500 hp.

Proputsion: Can build (1) 3,000 hyp,
1500 hp, and 12,000 hp marine low-
speed diesel engines, including some
under hicense 1o Burmerster and Wain;
and (2) 8,000 hp and 12,000 hp marine
medium-speed diesel engines, includ-
ing some under license to SEMT-Piel-
sticke Hudong-designed GESD213/R21-
tvpe diesel engine won a national silver
medal in 19749,

Forewgn technical assistance: None known

Ships for export: Now building 36,000-
ton bulk carriers for export 1o Y. K.
Pao's Worldwide Shipping.

Number of emplovees: More than 10,000,

Shanghai Shipyard

Products: Freighters up to 25,000-t0n
class, passenger ships, 100 hp tugs, fer-
ries.

Facihittes: Recently built new workshops
with floor space of 220,000 square
meters  and  added  hundreds ol
machine tools and 150 cranes. Also
maintains a 3,000-ton shipway, a 25.000-
ton slipway, a diesel workshop, and a
25,000-ton Noating dock.

Achievements:

1958: First ship buile with 2,000 hp
engine (previously was repair dock).

1950s: Bule 150 and 300 hp steam
tugs.

1970: Built tirst 10,000-ton ocean-
going treighter, Fenglei, on 3.000-ton
berth.

1978: Built first 10.000-ton lreighter
tor export, Shaoxing, delivered 1o Chi-
na-Poland Shipping Co., Ltd., Septem-
ber 23, 1978, Has built more than ten
ships of 10,000 tons and over since
1969.

1949-79 Built 350 ships totaling
350,000 tons.

Propulsion: Main propulsion 9,000 hp

a8

diesel engines; also builds low-speed
10,000 hp engines.

Number of employees: More than 7,000,

Zhonghua Shipyard

Location: Shanghai

Fstablished : 19205

Products: Freighters up to 20,000 tons,
passenger/cargo ships, dredgers, tag-
boats, engineering ships, fishing ves-
sels, and floating cranes,

Ships for export:

1977: Delivered Bunga Saga, 3,700-
ton ship with 5- and 10-ton booms to
Malayvsian International  Shipping
Corp.

1980: Launched first container ship
lor export, a 17.500-ton ship.

Number of emplovees: Several thousand
workers, engineers, and technicians.

Qiuxin Shipyard
Location: Shanghai

Products: Various types of ships up 1o
5.000 tons, mcluding cargo vessels,
icebreakers, tughoats, fishing boats, o1l
prospecting ships, survey ships, barges,
communications  boats,

high-speed
vachts, and hydrofoils.
Area: 120,000 square meters

Facilities: "T'wo ship berths, 120m x
24m: two 40-ton cranes, three 18-1on

cranes.

Guangzhou Shipyard

(One of five shipyards associated with
Guangdong Marine Industries Cor-
poration)

Products: Freighters  and  passenger
ships upto 200000 tons, 1,700-ton Hoat-
mg dock, 33m double-decker com-
munications ships, and 2.350-ton pas-
senger/cugo ships.

Offers to buld and repair bulk car-
riers up to 20,000 tons, oil tankers,
multpurpose contamer ships, 5.000-
ton class passenger-cargo ships, ocean-
going research vessels, and all kinds of
engineering ships and small boats.
Area: 502,100 square meters.
Facihities: 'T'wo shipbuilding berths can
build 10,000-ton-class ships: one can
build 5.000-ton-class ships. Drydocks:
One  drvdock  for  10,000-ton-class

ships:  another  for  2,000-ton-class
ships.
Shipbuilding and repair wharves in

western  (main)  section,  altogether
710m long. Cranes: one 100-1on, two
40-ton, one 30-ton. Repair wharves use

25-ton and  I5-ton overhead cranes.

Also has machine shops and container
factory. Repair berth 400m long. Other
facilities nclude 20-35-ton amphibions

crane, 0=25-ton crane, 2-Haon crane,

Reparr capability: Can repair and refit
10,000-ton ships of various kinds.

Shaps for export: T'wo 300-ton refrigera-
tor cargo freighters to Hong Kong (11v-
g PRC {lag): two 950-10n hatchway
barges to Hong Kong. Now building
800-ton hatchway barges and tradition-
al wooden junks. In November 1980,
negotiated with US company to build
shiphie plattorm and s pares for ex-
port.

Forewn techmeal assistance: January 22,
1979, signed consultancy contract with
A&P Appledore tor detailed plan eval-
uating mvestment needed for mod-
ernization.

May 1980: Negouating shipyard re-
design with Amerncan, Britsh, and
l;i})illl(’\(’ (‘)l’np;lll]('\.

1980: With assistance from Contain-
er Transport International, built fac-
tory 1o produce 20-foot and 40-foot
marine containers.

December 1980: Guangdong Ship-
building Corporation, which operates
shipvards at Guangzhou, Huangpu,
Xinhui,  Jievang, and  Dongguan,
signed a joint venture agreement with
Wah Chang International of Singapore
for technical advice and equipment 1o
promote export shipbuilding.

Number of employees: 8,000

Wuhu Shipyard

Location: Anhwu Province on Yanga
River

Products: Passenger/cargo vessels up o
5,000 tons, passenger boats, vachts,
communications boats, ocean salvage
tughoats, hydrofoils, racing boats, oil
tankers, oceanographic survey ships,
and ocean supply boats.

Area: 280,000 square meters.
Facilities: One berth, 26m wide < 136m
long in summer flood season: 170m
long in tall and winter. Can build 130m
long boats in summer, bear 4,000 tons
weight in low-water season. One fixed
dock, 138.6m x 15m. Heavy it equip-
ment: two 40-ton cranes, one 15-ton
crane, three 10- and [H-ton gantry
cranes. 9. 100-square meter outdoor
shipbuilding  platform.  Faalites in-
clude  steel

products  cold-working

equipment,
Number of Employees: More than 400 en-
gineers and technicians.

—Dori Jones
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Breaking into China

In July 1981, WORLD FARMING MAGAZINE will break
into China with its first Chinese language edition.
OUR INVITATION

WORLD FARMING is proud to be the first Western
magazine invited by a Chinese Agricultural Society to
print a special edition specifically for professionals in the
People's Republic of China.

The Chinese Academy of Agricultural Sciences, a
division of the Ministry of Agriculture, has personally
invited WORLD FARMING into China. They've offered to
circulate this issue to 8,000 of their top agricultural
managers and professionals throughout China. And
they've offered to translate the special issue—both
advertising and articles—so that experts across China will
be able to understand every page.

SPECIAL BENEFITS

Circulation will be the best available—and will be BPA
audited.

And the Chinese have told us pass-along readership
will b2 high—they estimate at least 10 per copy. But the
most exciting part of WORLD FARMING, Chinese
language edition will be the inquiry system.

SPECIAL INQUIRIES

Each interested decision-maker will have the opportuni-

ty to ask for more information about your advertised

product or company. The request will be sent to Beijing
for translation, to WORLD FARMING for processing, and
to you for follow-up. What’s so unique about that, you
ask? WORLD FARMING's 2-label system.

You'll get the translated inquiry in English along with
the usual set of English labels. But you'll also get a set
of matching Chinese labels.

The English label will get information to China. The
Chinese label will get information through China.

Clever? We think so—but we want to be sure that our
Chinese language edition will be the best possible. For
the Chinese—and for our advertisers.

Speaking of advertisers, shouldn't your company be
breaking into China?

We'd be happy to give you more reasons to be a part of
WORLD FARMING, Chinese Language Edition. Call collect or write

Fosr it “ng_

N

P.O. Box 12001A Overland Park, Kansas 66212  913-888-4664
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\ ‘
ents endure a pollution level ten times worse than that of New ank City.

The polluted air in many Chinese
cities is usually the first exposure for-
eign visitors have to Chinese urban life.
Despite  the obvious  environmental
problems, however, China's leaders
have begun only recently to adopt stern
pollution-control policies. As these are
enforced, they will increasingly atfect
domestic and foreign firms alike. The
most significant measures:

* The adoption in 1979 ol the hirst
national environmental protection law,
supplemented by more detailed pro-
vincial and local laws for iining, relocat-
ing, or even shutting down seriously
polluting factories.

« An edict that all new tactories must
include pollution-control equipment.

* A deasion, based largelv on en-
vironmental grounds, to cancel con-
struction of a major chemical plant
near Beijing involving foreign equip-
ment.

All US firms contemplating  joint
ventures in China will have to take
these new anupollution policies into
account. Foreign companies have, n
fact, been required to provide sophist-
cated air and water pollunon-control
equipment for virtually all complete
plant projects since 1973, According to
companies  negotiating  recent  con-
tracts, environmental concern has in-
creased steadily over ume. Solid waste
contamination, previously neglected, 1s
now receiving particularly close atten-
ton in negotiations with foreign firms.

But the new antipollution policies may
olter licensing opportunities for pollu-
tion-treatment technology. Air pollu-
tion treatment has been a part of licens-
ing negotiations with US firms for ther-
mal power plant technology, and some
LS electrostatic precpitator manulbac-

50

In the past the government
often refused to discipline or
shut down polluting factories
because output quotas were
sacred.

Martin Weil

turers have been approached regard-
ing licensing.

Foreign engineering or consulting
services may also be needed o help
China design and manufacture its own
pollution-hghting  equipment.  The
New Jersey hirm Burns and Roe, for
example, signed a protocol to aid a
newly formed group in the First Minis-
try of Machine Building. However, for
all the new awareness, the government
realizes that cleanup costs are massive,
and there are urgent demands on the
country’s very limited funds for other
pressing priorities.

Extent of the Problem

I'he rapid development of the chem-
ical, metallurgical, petroleum, electric
(primarily
coal), textile printing and dyeing, and

power originating from
pulp and paper industries since 1949
has created a major pollution problem.
Estimated emissions of the so-called
“three-waste” etHuents in 1979 totaled
36 billion cubic meters of gas, 28.5 bil-
lion tons of water, and 450 million tons
of solids. The estimated 15 million tons
of sulfur dioxide released was approx-
imately 55 percent of the US hgure.
[n urban areas the problem has been
exacerbated by coal emissions, the

primary residential cooking and heat-
ing fuel. Rural areas suffer from the
problem of agricultural chemicals.

Chinese environmental othcials esu-
mate that 90 percent of discharged wa-
ter in China remains untreated, and
the situation with regard to waste gases
and solids is probably not much differ-
ent.

Only a few large plants constructed
in the past decade include air or water
treatment facilities as part of their de-
sign. In older plants, pollution-control
equipment has been added onlv in
piecemeal fashion. Chinese ofhcials re-
cently told one Western businessman
that among China's 400,000 enter-
prises only 200-300 electrostatic sepa-
rators are in operation, and these of
uncertain efficiency.

A somewhat larger number of scrub-
bers may have been built. but these are
less effective than precipitators in con-
trolling emissions,  the
country’s most pressing air pollution

particulate

problem. Only a few ol the older cites,
have  municipal
secondary treatment plants that can

such as Shanghai,

deal with water once it leaves a tactory.

A provision allowing factories to re-
tain profits generated from recveled
materials  from solid and water
efHuents supposedly has « reated an in-
centive for treatment over the vears.
But in spite of periodic press reports ol
successes in “changing what is harmful
into something beneficial,” only n
sporadic cases have factories taken
advantage ol the offer.

As a result, the air quality of China’s
large cities ranks among the poorest in
the world. with particulate levels up 1o
ten times that of major US cities. All
major rivers are polluted to some ex-
tent, and the Chinese press has esu-
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mated that more than 40 cities have
polluted water supplies. The Huai Riv-
er in Anhui Province was once too pol-
luted even for industrial use, and the
Songhua River in Northeast China re-
portedly receives more than 159 tons of
mercury per vear from chemical
plants.

As in the US, problems associated
with careless solid waste disposal may
not be discovered for years. An omi-
nous example comes from a November
Agence France Presse report that
several deaths and a high percent-
age of cancer cases occurred in a
Sichuan college located on the grounds
of a former chemical factory that emit-
ted radioactive waste.

The policy of spreading industry
around the country and encouraging
construction of small-scale rural plants
has to some extent spread the pollution
problem throughout the country, since
smaller plants are the least-equipped to
deal with pollution.

New Pollution-Control Measures

Laws. China's fiirst air and water stan-
dards were promulgated in 1963,
copied almost verbatim from the Soviet
Union. (For a list of these standards as
well as for a useful discussion of other
environmental 1ssues, see Environmental
Protection in China, published by the
National Council in 1979) Lax by
Western standards, they never were
seriously entorced, despite the forma-
tion in 1973 of the country’s first anti-
pollution administrative organ, the Fn-
vironmental Protection Othee (EPO),
under direct State Council jurisdiction.

I'he first sign that the EPO might be
given some real power came in 1979
with the “trial” implementation of the
first natonal law on environmental
protection. This law, covering land use
and plant and animal protection, as
well as industrial pollution, was maore a
sweeping statement of principle than a
concrete program. It did supulate that
factories state  emission  stan-
dards: that the state has the right to levy
tines against, force the relocation of, o
even close down offending plants; and

meet

finally. that environmental protection
otfices be established at local levels.
However, no guidelimes lor its enlorce-
ment were provided, nor was it indi-
cated how environmental standards
would be nterpreted.

Natonal standards now are being
jointly formulated by the EPO. the
Health Ministry, and industrial minis-

tries. In the meantime, provincial- and

even municipal-level units have been
encouraged to devise more specific reg-
ulations. Many already have done so,
probably using the old standards.

Fines. An example of the tvpe of
regulation being drafted comes from
Guangzhou, which will fiine local fac-
tories ¥ 20 ($13.80) for discharging 50—
100 tons of waste water containing
from 100 to 200 percent more pollu-
tants than permitted. Higher hnes will
be levied tor greater concentrations
and volumes, and penalues will in-
crease by 50 percent per year until the
problem is solved. Under the laws of
some other localities, factory managers
face hines or criminal charges for ex-
ceeding pollution standards.

Since the new regulations went into
effect, according to EPO sources, 1,500
factories have been assessed fines by
bodies.  The
largest known fine was collected by the
Hubei provincial government from a

various administrative

large copper ('Umph'x near Dave to
the equivalentof $1.3 million. A paper-
mill near Suzhou was fined at the rate
of 3.8 percent of its monthly produc-
1on Cost.

Plant r/m.'u_u or relocation. Due 1o the
virtual absence of urban planning in
China, many polluting factories are
situated in the middle of cites and re-
sidential nerghborhoods. Now there is
growing pressure 1o relocate them n
satellite towns outside population cen-
ters. 1o force them to close, or to m-
clude them to switch 1o nonpolluting
product lines. According to one West-
ern report, fully 167 plants nationwide

have been threatened with shutdown if
pollution is not alleviated.

An important target of these efforts
is the world-renowned tourist city of
Guilin, which was unwisely developed
into an industrial city. Twelve plants,
including metallurgical works, were
shut down, and 17 are scheduled to be
moved.

Equipment in new plants. Periodic calls
have been made o include pollution-
control equipment in all new plants,
but a November 1980 circular issued

Jjointly by the EPO, and the State Plan-

ning, Economic, and Capital Construc-
tion Commissions appears to have
more teeth than earlier appeals. It
mandates that funds for environmen-
tal protection equipment be listed as a
line item in estimated, budgeted, and
hinal accounts for all projects under the
state plan. and that the state organs
imspecting  completed  projects  not
allow them to go into production with-
out effective pollution-control equip-
ment.

I'he  circular China's
highest level planning authorities as re-
sponsible for the installation of such
equipment, which should reduce the
loss of pollution-control funds in the
competitive negotiations lor allocations
from the central treasury.

designates

Manufacturing antipollution equipment.
Another apparent result of the new
legislation was the 1979 formation of
the General Machinery Technical Cor-
poration under the First Ministry of
Machine Building. The corporation re-
portedly is led by competent and -

I he sign beneath the
gushing factory waste
|)i|)l'||l|t‘.‘|ll'l|\: “Fac-
tonies polluting the en-
vironment fined
100,000 yuan.” But
flowers bloom and fish
frolic where the sign
reads: “Managers ol
tactories polluting the
environment fined 100
vuan.— T ranslaton by
Katy Ehrlich

July 5 Renmumn Ribac

MORE ACCOMPLISHED WITH LESS MONEY
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formed engineers who hope to win
orders from Chinese enterprises o
build air and water treatment equip-
ment. The company actually made a
bid for the pollution-control facilities at
the Baoshan steel works, although the
order eventually went to more experi-
enced Japanese lirms. This corporation
can be said to represent the beginning
of an antipollution industry in China.

Impact statements. Amidst the torrent
of criticism of the Baoshan steel plant—
located upwind of Shangha with no
plans for solid residue disposal—a dep-
uty to the Natonal People’s Congress
noted that “While carrving out an in-
dustrial project, we should take the
whole environment into consideration
and make an Cassessment of the en-
vironment.” Has the Ministry of Metal-
lurgical Industry made such an analy-
sis?” The vice-minister assured him the
ministry was doing so, albeit after the
fact.

Further evidence of the growing in-
terest in impact statements is the pend-
ing establishment by EPO of a research
institute, where some 300 people would
study and formulate methods of assess-
ment, cost/benehit analysis, and the

establishment of standards.

Improving Beying's envoronment. 'The
most concerted antipollution effort in
the country is being carried out in Bei-
jing. In a “four-point™ circular pub-
lished in April 1980, the Central Com-
mittee called for a halt w the rapid
industrialization of the capital area and
for its transtormation into a polincal and
cultural center. (Beijing is home o
2,600 tactories, of which 1,400 are in
the city proper, including more than 40
chemical and 60 metallurgical Facilities.)

By August, five factories had moved
outof town, 40 had merged with others
on the outskirts, and 43 had switched to
nonpolluting product lines. An addi-
tonal 37 plants reportedly were con-
templating simlar steps.

Dramatic evidence of the govern-
ment's determination was its Novem-
ber decision to cancel construction of
the Dongfang Chemical Works in Bei-
jing's eastern suburbs, despite the fact
that construction had begun and con-
tracts for equipment had been signed
with Japanese firms (see p.12 ). The
danger posed to the area'’s groundwa-
ter, the primary water source for 2 mil-
lion Beijing residents, was apparently a
main factor in the cancellation.

Similar problems seem likely to stop
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Date

1974

1975

1977

1978

1979

Selected Sales of

Pollution-Control Equipment to China

Equipment

Wastewater treat-
ment system

Wastewater treat-
ment system

Reverse osmosis
water treat-
ment system

Water pollution
control system

Air and water
pollution moni-
toring equipment
with truck

Cyclone
separators

Electrostatic
precipitator

Desulfuri-
zation system

Power re-
covery system

Four pollution
control ships

Factory drain-
Ing system, in-
cludes electro-
static precipi-

tator

Two electro-
static pre-
cipitators

Company
Mitsubishi

Kurita
Nippon Steel
Chiyoda
Chemical

Franco Tosi,
SpA, Italy

Sumitomo

Beckman
Instruments

Envirotech,
Marubeni

Toyo Engi-
neering

Dowa Koi

Ingersoll-
Rand

A Fai and
Kanmon

tbara Infilco,
Japan Electro-
static Precipi-
tation

Research Cot-
trell, through
German and Bel-
gian subsidiaries

Comments

For 115,000 tons/year ethylene
plant in Shanghai

Surface water recirculation

and disposal, desulfurization

plant for coke oven gas,

Wuhan steel complex. Includes cool-
ing equipment and conveyor.

Total value: $100 million.

To purify boiler water for
imported 640 mw thermal power
plant in Tianjin. Consists

of 34 eight-inch DuPont B-9
permeators; capacity 303,000
gallons/day.

For removal of oil slicks,
and removal of oil from
leaking tankers. Total value
approximately $2 million.

As part of fluid bed process
in imported acrylonitrile
plant.

For Wuhan steelworks. One of
few purchases not tied to
complete plant sale. Capacity
186,000 m'/hr.

For pyrite pelletization plant

in Nanjing. Capacity: 52,300
m'/hr. Reduces SO, content
from 2,100 to 120 parts/million.

Converts waste gas from catalytic
cracker at oil refinery to mechan-
ical energy. Includes Envirotech
cyclone separators,

200 gross register tons.

For imported television
picture tube plant.

For thermal power plants
sold by European companies.
Total value approximately

$6 million.

Norte: The sales listed above exclude many made as part of complete plant transactions.

Source: National Council for US-China Trade, Environmental Protection in the People’s
Republic of China, 1979, p. 195; and press reports. Table prepared by Martin Weil.

The China Business Review/January—February 1981




Communication Logistics, Consult the Experts

CTPS ) CTPS | CTPS I CTPS | CTPS
CTPS I CTPS [ CTPS I CTPS [ CIPS
CTPS I8 CTPS [ CTPS | CTPS i CTPS

CTPS J§ CTPS [ CTPS S

E| iE

CTPS I CTPS [ CTPS 21BN

Highly recommended by Chinese and
US officials, CTPS provides accurate
and high-quality services for your com-
munication needs to the People’s
Republic of China. We have a 16 year
track record in translating and printing
technical literature for China.

Our translators were educated in
China in the appropriate technical
fields. Our management force in San
Francisco and Hong Kong have techni-
cal degrees to ensure the accuracy of
our work.

CTPS was selected as the exclusive
agent for the largest professional trans-
lation and printing corporation in
China—CTPSC-Beijing. CTPSC was
established under the State Science and
Technology Commission. It has the
largest resource of technical transla-
tors, its own modern printing plant,

and a nationwide distribution network
for all foreign literature in China.

Given CTPS’s large resource bank to
draw upon—China, Hong Kong and
San Francisco—we can expertly serve
all of your needs: publication adver-
tisement, exhibition presentations,
audio-visual presentations, brochures,
product catalogs, escorting/inter-
preting, contracts/proposals, manuals,
business cards.

CTPS-USA (SF), Inc.’s publication
of US-China Electronics is enthusiastic-
ally received with wide support in
China. The journal is published in co-
operation with the Fourth Ministry of
Machine Building.

US-China Agriculture directory, also
in Chinese, is published with the co-
operation of the Ministry of Agricul-
ture. Both publications serve as vital
official sources of scientific and tech-
nological information for China’s sci-
entists, technicians, engineers, foreign

Contact Judy Poon,
153 Keamy St., #511, San Francisco, CA 94108 (415) 362-2445.

[3[H CHINA TRANSLATION & PRINTING SERVICES-USA (SF) INC.
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trade buyers, management cadres, and
end-users working toward China’s
modernization.

China’s Foreign Trade: Its Policy &
Practice, published by CTPS in Eng-
lish, provides an official view of
China's trade policy. Written by
trade authorities
in China, it is on
the best sellers list
in Hong Kong.
Available from
CTPS-USA (SF),
Inc.

CHINAS
FOREIGN

It Policy And Practice

US=CHINA ELECTRONICS

FRERRLEZITER

M
+
=
=

US-CHINA AGRICULTURE




both construction ol a textile dveing
and printing mill just one kilometer
awayv from a canal inking Beijing to a
major reservoir, and plans for expand-
ing a coal-hired power plant in the city
proper.

New freatment projects. An increasing
number ol treatment projects appear
to be under construction, although
their size and capability ave difhcult 1o
assess. In 1979 the province ol Hunan,
for example, embarked on a program
to build 335 water treatment projects in
factories and citues along the Xiang
River, which reportedly will reduce the
amount of untreated water by over 100
million cubic meters. In addinon, a
number of cities, including Beijing,
Shanghat, and Xian, are einther plan-
ning or constructing municipal sec-
ondary treatment facilities,

International exchanges. China has in-
iated contacts with academics. firms,
and government agencies all over the
world to become more familiar with
approaches to pollution control.

I'he US Environmental Protection
Agency has signed a protocol with the
EPO calling for cooperation i en-
vironmental health research, pollution
control, and research imto environmen-
tal processes and effects, and is nego-
tating cooperation in environmental
impact assessment studies. A tentative
agreement has been reached o carry
out joint studies of the epidemiological
effects of residental coal burning n
Yunnan Province, and organic con-
taminaton of drinking water in Shang-
hai. Discussions of joint studies on the
flow of pollutants from one place to
another are in

more  preliminary

phases.
Finding a Least-Cost Solution

An immediate full-scale assault on
China’s pollution problems is financial-
Iv impossible. Given the shortage ol
funds there is a clear need to set prion-
ties. The government is dealing hrst
with the most immediatelv  health-
endangering pollution. ie.. phenol,
heavy metal, and the contaminaton of
water by other toxic substances. ITnoair
pollution, ]).’Hlitll].lll' control appears
to be taking precedence over othe
emissions, including sultur dhoxade. In
additon, projects with arelatively ngh
pavoll i terms of recvelable wasie are
being favored. But recent visitors have
pointed out that a detuled program to
remains  to be

opumize  resources

worked our.
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Chinese researchers are tuving 1o
sive money by developig indigenous,
low-cost technologies. US EPA ol hicals
were told, for example, of a pilot plan
using local algae 1o remove petrochem-
ical waste from refiery eftluents.

There is some question, however, as
to whether China s matching its anti-
pollution rhetoric with hard cash even
within the context ol its hmited re-
sources. “Nonproductive” sectors in
the Chinese economy (housing, educa-
tion, and medicine) historically have re-
ceived the short end of the suck in the
budget allocations. While leaders claim
the central government’s pollution-
control budget has increased in recent
vears, their refusal thus far 1o make
public any hard hgures
embarrassment at its size. Complamts

suggests

about the government’s unwillingness
to fund cleanup projects have surtaced.
The tourist city of Guilin was assigned
the highest cleanup priority, but has
received only about 20 percent of the
¥ 24 million it requested in 1979,

In the absence ol strong support
from the state budget. plantsare forced
to rely on the more limited resources
available (rom local budgets. deprecia-
non funds, or “their own resources:”
namely, profits retained from recycling
waste materials or, under recent re-
forms, prohts retained for exceeding
state targets. But even when the funds
are available, central planners some-
times Fail to allocate the needed equip-
ment and materials. Visitors report a
strong sense of local frustratnon with
central restrictions.

Other problems that slow pollution-
control measures:

Ineffective enforcement. With a re-
ported statt of only 5060, soon 0 be
supplemented by aresearchinsutute ol
about 300 people, the EPO is clearly in
no position to compel compliance with
China's new pollution-control Laws o
to devise a coherent, up-to-date set ol
standards. Provincial and  local en-
vironmental protection ofthices, whose
programs may vary in tone and etlec-
tiveness, are likewise poorly stalted.
I 'he scientific manpower appears to re-
side in research institutes under uni-
versities, the Chinese Academy of Sci-
ences, and mdustrial mimistries, which
have little coordination.

Industrial ministries admimstering
large state-owned plants undoubtedly
play a major role in carrying out pollu-
tion-control decisions. However, then
concern 1s production, rather than
pollution control, and the Chinese

press has hinted that they resist
environmental appeals. How a local
government can collect a hne from a
plant operated by the central govern-
ment has not been made clear. Even
regulations regarding pollution-conuol
equipment for new plants have proved
dithcult 1o enforce, Indeed, nine out of
12 major construction projects in Innei
Mongoha in 1979 did not include the
required equipment.

Difficulties in monitoring pollution. De-
spite the supposed presence of 6,000
people in 297 pollution-monitoring
stations in China’s large cities, visitors
to severely polluting planis report a
dearth  of  monitoring  activities.
Chinese monitoring equipment is de-
scribed as often badly outdated or -
accurate.

Many visitors believe major impact
studies currently planned or under-
taken by the Chinese are Hawed by the
tendency to take exhaustive quantita-
tive  measurements that  generate
mountains of nearly unanalyzable data.
A less rigid approach based on sam-
pling and geared 1o searching out im-
portant  environmental interactions
would, to some minds, vield more
meaningful results.

Some visitors have also noted that in
discussions of environmental standards
there is a tendency among Chinese offi-
cials 1o parrot the standards of other
countries rather than to analyze system-
atically what is most appropriate in the
Chinese context.

Backward technology., China's domes-
tic  pollution-control  technology s
based primarily on that used in the
Soviet Union in the 1950s. Electrostatic
precipitators, wet scrubbers, and bag-
houses are manutactured only in small
quantities, often on a makeshift basis by
plants that use them. Efhciencies are as
low as 70 percent in some cases,

Most water-treatment facilities in-
clude mechanical separaton. flotation,
biological treatment, and sedimenta-
uon. More sophistucated processes such
asion exchange and reverse osmosis are
rare, though thev have been instituted
in some imported plants. The Chinese
press recently described as “mere win-
dow dressing” the claims by petrochem-
ical plants in Beijing and Shanghan tha
their wastewater was purified by raising
ducks. Such examples amply demon-
strate that—in addition to the need for
funds and strong leadership—the lack
ol pracucal engineering experience is
the main constraint on China's pollu-
von control etforts. 2
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Hebei preserved and dried fruits include: Dried Pear, Dried Apple, Dried
Apricot, Preserved Pear, Preserved Apple, Preserved Peach, Preserved
Apricot, Preserved Dates, Preserved Cherry-Apple and Haw Flakes. All are
prepared from the fruits produced in Hebei Province.

With just the right degree of sweetness and sourness, and distinctive
flavours, Hebei Preserved and Dried Fruits are delicacies at tea-time or
dinner party and top quality materials for all kinds of confectioneries.

YOUR ORDERS ARE WELCOME.

CHINA NATIONAL CEREALS, OILS & FOODSTUFFS IMPORT & EXPORT CORPORATION
HEBEI BRANCH

Address: 52, belma Road, Shijiazhuang, China Cable: “CEROILFOOD" SHIJIAZHUANG
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The Most Comprehensive, Practical Guide
to the Trade and Economic Organizations
of the People’s Republic of China
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Over 5,000 different entities
Over 1,000 Chinese Officials named
Addresses, Phone/Telex/Cable Numbers
Organization of Seven Provinces and Municipalities listed
in detail
All Provinces listed

* All Top Party and Government Officials

¢ 88 Commissions, Ministries, State Agencies

e Qver 500 Corporations

e Over 270 Foreign Trade Corporations and Branches

¢ Almost 500 Societies, Associations and Research Institutes

* More than 200 Factories

» Some 350 Scientific and Technical Publications

e Over 2500 Provincial and Municipal Subunits

e Qver 850 Provincial and Municipal Commissions,
Branches, efc.

¢ Qver 100 Banks and Branches

e Plus Exhibition Centers, Advertising Agencies, Port
Authorities, Chinese Weights and Measures

¢ And much, much more
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CHINA BUSINESS MANUAL 1981

What is the structure of China's economic hierarchy?
Whom do | contact and how? Who can represent my
needs in China? Who has authority to negotiate
business? How do | deal with a province or municipality?

China Business Manual is an encyclopedia of China’s
trade and economic organizations, designed to answer
all these questions.

side the US.
Please send me

POCKET-SIZE FOR EASY REFERENCE

China Business Manual is a must reference for anyone
doing business —importers, exporters, lawyers, agents,
advertising executives, retailers, etc. Whether a first-
time China trader or an old hand—in the business,
government, or academic communities —the China
Business Manual is indispensable.

————————— — —— ———— N ———————— — — — —

Handy, 256-page, pocket-size volume costs only $11.95 plus $1.00 postage and handling.
Only $9.50 plus $1.00 P&H for member companies of the National Council. $3.00 P&H out-

copies of the China Business Manual

Company

PUBLISHED BY

Address

NATIONAL COUNCIL FOR

Signature

UNITED STATES-CHINA TRADE
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(] My check is enclosed for $_____ 3 [J Please bill me. i
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|
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|
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|
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|

Return to.  The National Council for US-China Trade
Department 10A = 1050 17th St., NW, Suite 350 = Washington, DC 20036
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White Wine

RICH IN NUTRITION,

FULL OF FRUIT FLAVOUR, L™ /,}

A\
{ <S5
=

FRAGRANT IN TASTE,

APPETIZING AND REFRESHING,
IDEAL TO DRINK,
WELCOME TO PURCHASE.

CHINA NATIONAL CEREALS, OILS & FOODSTUFFS IMPORT & EXPORT CORPORATION
HEBEI BRANCH
Address: 52, Beima Road, Shijiazhuang, China Cable: ""CEROILFOOD" SHUIAZHUANG




EXPORTS TO CHINA: 1980 SALES AND NEGOTIATIONS THROUGH DECEMBER 1

The following chart contains recent reports of sales and negotiations exclusive of those listed in previous issues. The total value
figure for sales includes only those deals listed as contracts or deals signed/won/secured/concluded. All others are counted as
negotiations. The tables are prepared by the Council’s assistant librarian, Catherine Yelloz.

Company/Country

Agricultural Commodities

(New Zealand)

Australian Wheat Board
(Australia)

Gold Coin, Ltd.
(Singapore) and

Far East Consortium, Ltd.
(Hong Kong)

(US)

World Food Programme

Agricultural Technology
Guthrie Corp.

(LK)

Chemicals

ANIC SpA
(ltaly)

Product/Plant/Technology

850 tons of scoured wool a vear for next 17 vears
1 million tons of wheat next year

Have formed joint venture to make animal feed in China

Agreement to sell 6-9 million metric tons of US grain

Will provide food assistance in support of China’s
ecanomic and social development projects or to meet
emergency food needs

Joint venture with Overseas Chinese Enterprise Co. to
establish an oil palm estate at Teng Mai, on Hainan Island

Fertilizer

Coal, Other Mineral Mining Development and Technology

Flgin National Industries
(us)

Gustave Mas
(Belgium)

Electronics

Elekstronska Industrija
(Yugoslavia)

Matsushita Electric Industrial
Co.

(lapan)

Toshiba Corp. and Toshiba
Glass Co.

tJapan)

Taithan Electric Wire
(South Korea)

Canon Inc.
lapan)

Sprecher and Schuh
(UK)

Sanwa Denki Kogyo K.K.
(lapan)

Angelo Brothers Co.
(us)

Will provide technical know-how, equipment, and
technicians to oversee the construction of a coal cleaning
complex and preparation tacilities (contract reguires
approval from Chinese and US governments)

Jloint venture with MINMETALS to import 200,000 met-
ric tons of Chinese coal and coke and to sell the product
to Common Market countries with exclusive sales right
for Belgium and Luxembourg

Joint production of desk-top and pocket calculators

Two agreements to establish service facilities for its
products

Fluorescent-lamp manufacturing plant

140,000 black and white TVs to China through a
Japanese trading company

Agreement with Beljing Municipal Optical Industry
Bureau to assemble Canon cameras

Microprocessing system for a polyethylene plant being
builtin Shandong Province

Three-year processing trade contract for the production
of tape recorders

Sole US and Canadian importer and distributor of
Chinese-made decorative light bulbs

Value

$20 million

NVG

NVG

NVG

NVG

$45 million

$17 million

%30 million

NVG

$600.000

NVG

NVG

NVG
NVG
$62.4 million
(£26 million)

NVG

NVG

Status
Date Announced

agreement announced
11/12/80

agreement announced
1110/80

announced
11/6/80

agreement signed
10/22/80

agreement signec
10/20/80

concluded
10/14/80

will supply
10/80)

contract signed
1047180

contract .1[1!1()LIH(‘O(J
9/16/80

agreement announced
10/29/80

agreements announced
10/29/80

order received
10/22/80

contract signed
10/21/80

agreement concluded
10/7/80

completed
10/6/80

contract signed
10/3/80

has been chosen
10/80
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Company/Counlry

Philips
(Hong Kong)

Mitsubishi
(Japan)

NA

Machinery

Bray Chromalox

(UK)

Petroleum and Natural Gas

(Venezuela)

Petroleos Mexicanos
(Mexico)

Statoil
(Norway)

(Kuwait)

Power

(France)

Allis-Chalmers Corp.
(LS)

R.W, Transmission, Ltd,
(UK)

Westinghouse Electric Co.
(Us)
Shipping

Lloyd’s Register of Shipping
(UK)

(Hong Kong)

Mitsubishi Heavy Industries
{Japan)

Charters Maritime Corp. and
Doric Maritime Corp.
(Liberia)

Glafki Shipping Co.
(Greece)

Fast Haven Marine, Ltd.
(Hong Kong)

Textile Plants and Equipment

Mitsubishi-York, Ltd., and
Mitsubishi Heavy Industries
(Japan)

Camber International, Ltd.
(UK)

Schubert & Salzer
(NA)

Product/Plant/Technology

a) 100,000 TVs

b) 130,000 portable radio recorders in kits, to be
assembled in Beijing

c)color TVsto be installed in several hotels

Hotel computer system to be installed in the Guangzhou
White Swan Hotel

Friskem-AF 500 airport weapons-detector

Eight oil circulation heaters

Is willing to share its technology and experience in the oil
industry

Is considering taking part in hydrocarbon and drilling
exploration on the continental shelf

Will advise Chinese government on legal, technical,
and economic aspects of granting concessions to foreign
oil companies for offshore exploration and development

May sell T million tons of petroleum

Two 900 mw reactors for China’s first nuclear electric
generating stations

Long-term cooperation in producing hydroelectric power
generating equipment

15 special gearboxes to be used at three power stations

15-year contractto provide China with know-how on the
manufacture of electric generating equipment

Joint survey of ships

Four 27,000-dwt bulk carriers to be built by the Dalian
Shipyard

Will send experts and technical personnel to help
upgrade the Jiangnan Shipyard

General cargo motorship, “Crocus,” 10,190-dwt, 5,595
gross, built Imabari, 1975

General cargo motorship, “Dorico,” 10,162-dwt, 5,595
gross, built Kochi, 1975

a) Freedom-type vessels, ““Sea Eagle” and ““Sea Falcon,”
15,200-dwt, 9,422 gross, built Chita, 1977

b} Freedom-type vessel, ““Sea Swan,”' 14,960-dwt, 9,370
gross, built Yokohama, 1977

Collaboration with MACHIMPEX in Guangdong,
Province for building a 30" fiberglass yacht

Two 500-ton chillers

Possibility of selling textile machinery

Order for various roving frames and rotospinners which
will begin a new technique and technology in spinning
mills

Value

$10.14 million

$300,000

NV

NVG

NVG

NVG

NVG

NVG

2 billion
NVG
$1.8 million

(£750,000)
NVG

NVG

NVG

NVG

$9 million
for both

$24.5 million
for the three

NV

NVG

$4.8 million
(£2 million)

NVG

Status
Date Announced

contracts announced

10/80

order announced
9/80

announce
9/80

sold
10/80

announced
11/13/80

announced
10/30/80

announced
10/21/80

announced
10/7/80

agreed in principle
10/20/80

agreement signed
10/10/80

order won
10/1/80

contract signed
9/29/80

“working’” agreement

signed
11/3/80

order placed
10/4/80

announced
10/80

sold
9/16/80

sold
9/16/80

sold
9/16/80

announced
9/80

order placed
11/3/80

announced
9/30/80
order received
9/80
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Company/Country

Textile Products

Triana

(Spain)

Blanket Industry Group
(Thailand)

Manow International Corp
(US) and

Jardines

(Hong Kong)

Transportation

Honda Motor Co
{lapan)

Japan Popular Mechanics Co.
(Japan)

Manufacturers Hanover Leasing

Corp.
(us)

Toyota Tsusho Kaisha, Ltd.
(Japan)
Miscellaneous

Scheuer International Trading
Inc.
(Us)

lkegai-Goss
(Japan)

Armco
(us)

ITT Rayonier
(Us)

(Australia)

SanlchiCo
(lapan)

Sekaicho Rubber Co.
(Japan)

Worldvision Enterprises
Js)

Licenses

B&W Diesel A/S
(Denmark)

Product/Plant/Technology

Jointventure with CHINATEX

Wide range of products, including polyester fiber,
texturized fabric, and T/R fabric

Jomntventure to trade footwear exc lusively with China

Factory to produce 150,000 motorcycles a year

a) 50 secondhand buses
b) standing export contract for 10,000 and 30,000 used
Japanese motorcycles

15-year leveraged leasing agreement for a Boeing 747-SP

580 used commercial vehicles, including station wagons

and vans

Setup Huafang Trading Co. joint venture with CHINATEX

to be located in New York and to trade in the US Chinese
coltons, polyester/cottons, polyester-spun viscose, and
spun viscose gray cloth as well as varns

Four sets of high-speed web offset printing presses for
Beijing's People’s Daily

26,400 tons of wire rods
16,000-ton order of wood pulp (7,000 tons shipped)

Jloint venture for the construction of two residential
buildings and an activity center to be built near Nanjing

Setup a China Products Co. joint venture with Beijing
branch of China Handicraft Co. to be involved in
wholesale and retail sale of some 40 kinds of handicraft
items in New York

Export processing agreement for their rubber shoe
production

Action series about World War Il, “Garrison’s Gorillas,”
and two animated Hanna-Barbera cartoons, “Gulliver's
Travels” and ""Five Weeks in a Balloon”

Licensing agreement to build the engines in B&W
Diesel’s latest two-stroke program

Sales and Negotiations to Overseas Chinese Enterprises

Allis-Chalmers
(us)

Total value of 1980 sales listed through December 1 .. ... PR R T A
Total value of 1980 negotiations listed through October 15 .. .. ... .. e
Cumulative value of sales from January 1, 1979, through December 1 . . . .. SRR S
Cumulative value of negotiations from January 1, 1979, through December 1

Processing equipmentto be installed at a new 4,500

metric-ton-per-clay cement plant to be built in Hong Kong

by China Cement Co. (US, Hong Kong, and PRC)

Value

NVG

$19.5 million

NVG

NVG

$97,765
(¢ 21 million)
NVG

$51 million

NVG

NVG

$14.5 million

(¥ 3 hillion)

$8.4 million
NVG

NVG

NVG

NVG

NVG

NVG

$18 million

................ $6.7 billion +

Status
Date Announced

agreement inked
10/17/80

agreement finalized
10/80

negotiations announced
9/8/80

negotiations announced
10/30/80

will be shipped
10/21/80
announced
10/21/80

agreement signed
9/26/80

contract conc luded
9/23/80

negogiations concluded
11/11/80

agreement ¢linched
10/24/80

will supply
10/23/80

order announced
1041 3/80

announced
10/3/80

opened
10/2/80

announced
10/80

sold
9/23/80

agreement signed
10/14/80

order awarded
12/1/8()

............... .$4.1 billion +

SAETRRIB—, $4.8 billion +
$11.5 hillion+
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Status
Company/Country Product/Plant/Technology Value Date Announced

CHINA’S EXPORTS: 1980 SALES AND NEGOTIATIONS THROUGH DECEMBER 1

Foreign Aid
Kenya a) Construction of a sports complex outside Nairobi NVG announced
b) Help in developing their light industries and 11/80
agriculture
¢) Technical assistance in the construction of a
hydroelectric power station and in rice-growing
techniques
(Africa) Contribution in support of the UN-FAQ World Food $100,000 announced
Programme 10/22/80
Metals and Minerals
(Philippines) Possibility ta sell coal NVG announced
11/14/80
(us) 59 tons of titanium for 1980 NVG contract signed

10/29/80

Military Equipment

(Pakistan) Supply of China’s latest fighter-bombers and NVG announced
sophisticated ground-to-air missiles 11/1/80

Power

East Bay Municipal Utilities Will purchase three turbine generators $2.6 milhon announced

District (US) 11/28/80

Trade Agreements

(Oman) A framework trade agreement providing for inc reased NVG agreement signed
trade with China, including construction opportunities in 10/14/80

Oman for Chinese contractors

Miscellaneous
(us) Purchase of chemical and light industrial products, food, $2.7 million agreement reached
handicrafts, and 10,000 bicycles to be reexported to 11/11/80
South America
(Philippines) Loan agreement to supply the Philippines with mini $30 million loan approved
hydroelectric plants 11/80
Total value of 1980 sales November 1 through December 1 ................... WP -~ e ..$32.7 million +
Total value of 1980 negotiations November 1 through December 1 .......... A R A R— I voe.-$2.7 million +

NVG = Novalue given

NOTES: Contracts denominated in foreign currencies are converted into US dollars at the most recent monthly average rate quoted in International
Financial Statistics (IMF).

Contracts concluded over two months ago are also included if they were not reported in the last issue of the CBR.
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The National Council for US-China Trade

OFFICERS AND STAFF

OFFICERS
Chairman: Davin S, Tareas, JR
Vice-Chairmen: WiLiiaM ANDERSON
J. PavL Avsiis
Secretary-Treasurer: G, A CosANZO
Counsel: WALIER STERLING SURREFY
President: Curistorner H. PHILLIPS
WASHINGTON STAFF
President: Coristorier Ho Poin s
Statlt Assistant 1o the President:
Kesxern I Bowsias
Vice-President: Jons RO Diwes e
Director of Council Development:
Ric HARD GLOVER
Admimistrative Assistant: Lory F M Crtre
Administration
Director: PArricia P.CaprroONES
Assistant 1o Divector: Ner Craris
Receptionise: Juiir 1 Care
Computer/Projects Assistant: Kivsrriy |
SANBORN
Ofhice Assistant: Micoarr O, Mites
Office of the Comptroller
Comptroller: Riciarn L PETERMAN R
Assistant to the Comptroller: Mary M.
CONNIN

COMMITTEES

EXPORTER COMMITTEE CHAIRMEN

Agricultural Machinery: Patt Jorssos,
Iuternational Hervester Co,

Agriculture: Tonosas Pravo. Duconond
Shamrock Corp

Bankmg and Finance: Mars B
Manufacturers Hanover Trust

Construction Machimery and Equipment;
JaMesZoHAN Caterpallar Tractor Co.

Engmeering, Design, & Construction
Services: HAROLD SORENSEN. Flum Conp

Exhibitions: Ten Kraose ¢ lapp & Poliak

Food Processing and Packaging Machinen
Equipment: ROBERT W. Cotains
Prewmatic Scale Corp,

Legal: WALIER STERLING SURREY. Surrey and
Morve

Publications, Research, and Planning

Executive Director: Nicnor as H. Lubprow

Research Assoctate: CHRISTOPHER M.
CLARKE

Executive Secretary: Micuerr Hy oy

Exporter Services

Director: NORMAN W. GF ISINGER
Assistant Director: HAROLD CL CraMPEAL
Assistant Director: ERNes 1 (S ABER
Assistant Divector: RICHARD Gt esere
Admimsiranve Assistant: Grruvase L
Executive Secretary: Mary Tk
Executive Secretary: Jupy Bot gt

Importer Services

Director: Caroty s Breny
Assistant Director: JEax Horvas
Assistant: Sarty Wit

Delegations Department

Director: Sterianit Grees

Assistant Director: T-c i as Cries
Assistant Directon sJEANNE CHiaxa
Projects Assistant: RoGrins L
Admimistranve Secretary: Latrie F Wag

Mining and Metallurgy Industry:
WA Harky Caterpillar Tractor Co,

Petrochemical and Petrolenm Processing:
Rostrt W BRIMBERRY Dresser Tudustries
Petroleum Production: Kexst i Crawrorn
(u‘{l‘ll!'.’ﬁﬂ.‘l Dractor Co

Pharmaceuncals and Medical Devices:
ADOLEHSISKOW Brotherdon Hopatal Supply
(..U.

Leleconmmunicatons and Electrones:
Doxarn L Mittrr. Rockwell Lnternational
(mfn

IMPORTER COMMITTEE CHAIRMEN

[mporters’ Steering Committee

Chairman: Rosrr1 Bou oo ] o Penney
'(.-U

Vice-Charman: CHari s Ros 1o
Trans-Orean Tnport €o. e

MAGAZINESTAFF
Editor-in-Chief: Nicnoras H. Lo ow
Edior: Jases B.Stepanek
Managing Editor- Caror S Gorpsyiin
Staft Writers:
Dokt Joxes. Economy and Energy
KAREN BERNEY. Agriculture, Science,
and Technology
Marois Wt Industry and Mining
Copy Editor: Kristes ELCARPEN TER
Production Assistant: Lo S1argrs
Research Associate: Criristopier M.
C.1 ARKE
Rescarch Assistant: Carnerise YeLL O/
Designer: Lotist Living

Library

Librarian: Mariassy Gryiram
Assistant Libravian: Cyrierise Yeon o
Library Assistant: Jaxe 1 Mo STanNARs

Promotions and Ad vertising
Manager: Stzasst M. Swin
Assistant: Cossar RINFIHART

Publications Sales
Manager: Saxory Buoo

Importer Subcommittees and Chanrmen:
Chemicals Chamrman: Davin Cookson
Philipp Brothers Division

Foodstulfs/Native Produce and Anmimal
By-products Cochamrmen: Mt rr v
BERGER, Seabrook Diternational.
LEwisSiiasks WIS, fg

Laght Industral/ Handworatts Cochairmen:
CrarLES ROstoy Tran-Ocean fmport Ca.,
fre o LEr Sosis, Fr nedshap Dnteynational

Minerals and Metals Cochairmen: Fric Ho
LMAX, Tue: Dvwvind Coorson Philipp
Brothers Divasion

Fextiles Chairman: Mare Ko ses, Maien

Ditervnational, Tne

NATIONAL COUNCIL OFFICES AND US GOVERNMENT REPRESENTATIVES

The National Council

for US-China Trade
1050 Seventeenth St., NW
Washington, DC 20036 USA

Telephone Numbers

Main Number: (202) 8288300
Magazine: (202) 828-8350
Publications Sales: (202) 8288396
Cable: tscHiNTrAD

Telex: 89-7416

Beijing Office

Suite 1136, Beijing Hotel

R('lll('\('lltill!\‘(': Scon I SELIGMAN

Deputy Representative: Streis
MARKSCHELD

Felephone: 552231, 556551, 5585451, ext
1136

Hong Kong Liaison

American Chamber of Commerce in Hong
Kong (avorang, 1030 Swire House, 11
Chater Road, Hong Kong
Lelephone: 5260165
Cable: amoran
Telex: 83664 avo

US Government Representatives

Ihe American Embassy staff in Benmg
will be happy to assistvou: please feel free 1o
callthem whenvouare in China

Chiet Economic Otficer: Wat g (
LExanas

Othcers: Howarn Laxcr Magy vos
BREISEN. KAARN | WEAVER

Agricultural Representative: Wit
Davis(kastsny)
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lelephone: 522033 ext. 215,216
Address: 17 Guanghua Lu
Cable: American Fmbassy

Shanghai Consulate
1469 Huar Hat Zhong Lu
Consul General: DoNain M, ANDERSON

Guangzhou Consulate
Dongtang Hotel
Consul General: Riciiarn Wit ass

Hong Kong Consulate

26 Garden Road. Hong Kong
Economic Section:

Chiet: FlENRY ALENGELBRECH
Deputy Chief: Jois P Monberso
Ielephone: 5-23901 1
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AMERICAN INDUSTRIAL REPORT
helps you do business in the
eople's Republic of China

Since 1973, American Industrial Report
has been bridging the information gap
between U.S. and Chinese business and
industrial circles.

With a circulation of 40,000 copies
monthly, and a pass along readership
averaging 30 readers per copy, American
Industrial Report reaches more than | million
influential decision-makers, in every province
and major city in the People’s Republic of
China.

American Industrial Report’s long track
record and high reputation in the PRC have
created a loyal and highly responsive
readership, especially important in the unique
cultural milieu of China where meaningful
business relationships take great patience and
persistence (o cultivate.

Service-oriented

American Industrial Report’s
commitment to service for advertisers,
coupled with its responsive readership, yield
hundreds of solid business leads which might
otherwise be impossible to secure. Reader
reply cards are translated into English for the
benefit of advertisers. Provided along with
the cards are bi-lingual mailing labels for case
of follow-up mailing — at no extra cost to
advertisers.

Special “*Study Issues’” are conducted
periodically at no charge to advertisers with
the objective of determining, from a
consistent and reliable sample of PRC
readers, the relative effectiveness of different
tvpes of advertising in the unigue PR(
environment.

American Industrial Report was the first
foreign publication permitted by the PRC to
conduct an extensive Readership Survey; and
the first magazine for the PRC to apply for
membership in the BPA Audit Bureau of
Circulations, Inc.

Advertising is translated into Chinese at
no extra charge

International Industrial Report

In June and November, 1981,
International Industrial Report will be
launched, bringing a new international mix of
advertising and articles to the same loval
circulation and readership. The June and
November 1ssues of International Industrial
Report will feature special sections on the

64

Chemicals and Petroleum industries
respectively.

Additional services available

The publishers of American Industrial
Report, China Consultants International
(Hong Kong) Lid., and their partners, the
McGraw-Hill Publications Company, provide
marketing support services for the PRC
market which are complementary 1o
advertising in American Industrial Report.

Translation and printing

China Consultants International (CCI) 1s
a leader in the field of translation,
typesetting, printing and distribution of
technical and sales literature in the PRC.
From Chinese language business cards to
translated versions of corporate brochures,
training manuals, or legal contracts, China
Consultants International provides
professional and timely services.

CC1 offices in Hong Kong have the
largest simplified character phototypesetting
capability of its kind in the world, with
skilled operators specializing in correct PR¢
usage

In addition to being pioneers of
industrial advertising in the PRC, China
Consultants International 1s a leader in
the field of foreign industrial exhibitions in
China. With jobs awarded by competitive
bidding, China Consultants translated and
printed the official catalogs for the U.S
National Economic and Trade Exhibition in
Beijing, 1980; Medicgerma Exhibition ol
German Medical Technology in Tianjin,
1980: the Swiss Machine Tool Exhibition in
Shanghai, 1979; and many more,

China Consultants International also
provides translation and dubbing of films,
video shows and slide presentations.

Direct mail marketing

CCl offers extensive direct mail lists
within the PRC categorized by type of
industry, type of organization, and
geographical location offering companies a
unique direct marketing tool tor delivering
product and technical litterature

CCl officers and staffl travel extensively
and constantly throughout China,
maintaining contacts with readers and
keeping abreast of the latest des elopments n
the marketplace.

Research and publications

Market research on selected PRC
economic and industrial sectors is also
available from China Consultants, whose
published books include the well-known
“*Advertising and Selling to the People’s
Republic of China,"”

For more information about translation
and printing, film dubbing, direct mail or
markel research services, contact one of the
offices below:

China Consultants International (Hong Kong) Ltd
Suite S00, Dominion Centre

43-59 Queen’s Road, East

Hong Kong

Tel: 5-270639

Telex: 75368 AMRHK HX

Cable: ENTRECHIN

China Consultants International Inc
1511 K Street Northwest

Suite 804, Investment Building
Washington, D.C. 20008

Tel: (202) 393-4343

China Consultants International Inc
151 Union Street

San Francisco, California 94111
Tel: (415) 433-6163

For more information about advertising,
contact your nearest American Industrial
Report/McGraw-Hill sales representative:

New York Joan Silinsh (212) 997-3585
lan Stewart (212) 997-2946

Chicago Bob Gilot (312) 751-3716

Denver Shirley Klotz (303) 825-6731

Houston lohn H. Pariseau (713) 462-0757

I os Angeles L vnne Simonfy (213) 487-1160

Richard Harradine 01-493-1451
Peter Welland 01-493-1451

London

Paris Ken Davey 720-3342
Milan: Roberio Lauren B6-90-617
Frankfurt Irmgard Oettinger 72-01-81

lokvo: Akio Saijo (S81) 9811/5
" !’" 23
C'J- X dk

Hall 1§ 522
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AR ST = 7 O
" I don’t know who you are.
FAHHEFEN LT
I don’t know your company.
KAAMBEER DT ™ &R
I don’t know your company'’s product.
R AHHERN DT KT A
I don’t know what your company stands for.
RAMBEAFRMHLTHBLEME
I don’t know your company’s customers.
KA EAENLT]NEEH
I don’t know your company’s record.
KA BN QT E R WA
I don’t know your company’s reputation.
Mo I RBEREMAHL4L84pE 2"

Now —what was it you wanted to sell us?”




When you're the most trustworthy,
most reliable,
most authoritative,
most useful
English-language
magazine in Asia,
your numbers show it.

Circulation up more than 60%. CIRCULATION GROWTMH, 19761800 52,500
Advertising revenue more than —
doubled. That’s what the past
five years have brought the Far 39,673
Eastern Economic Review. 34,391
32,558
We're proud of this success,
and we'll let it speak for itself.
More important, we'd like to
give special thanks to all our
readers and advertisers who
have helped make it happen —
and who have proved once
again that the Review is indeed 1976 1977 1978 1979 1980
Asia’s premier business and
news magazine. 125 REVENUE GAINS, 1976-1980
Percent
Increase

. . 100
For more information on the

Far Eastern Economic Review,

contact Dan Cates, U.S. Manager, 75
Dow Jones International
Marketing Services, in New
York, (212) 285-5471; or
Andrea McKenna in Los Angeles,
(213) 383-9090. 25

50

FAR EASTERN Il ECONOMIC

1976 1977 1978 1979 1980

source: Publisher's Internal Records. Copyright, Dow Jones & Company, Inc.. 1981

Now, more than ever, the definitive voice of Asia.



