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MEI LI DISCOVERS
COUNTERTRADE

ei Li may never realize the months
M of difficult negotiations it took

for an American manufacturer
to close the sale of mining equipment
providing additional coal output for her
province.

Mei Li's China did not have the hard
currency it took to finance the complete
purchase. So Mei Li's China proposed a
Countertrade package of partly cash, partly
Chinese products. It took creative and skillful
negotiations by the American manufacturer
to make that sale a reality. The critical
element in closing the sale was the
Countertrade agreement.

Introducing Noble Trading
Company, Inc., the specialists
in comprehensive
Countertrade strategies.

Noble offers your company a
unique service. They develop
and administer a comprehen-
sive Countertrade program
tailor-made to suit your
company’s objective with
China. From concept through
purchase through point of sale
through collection, Noble
assumes all responsibility. Your
company never has to handle
actual Countertrade merchandise.

Countertrade has become a fact
of life in doing business with China.

Over a year ago the head of China’s State
Planning Commission, Yu Qiuli, stated

flatly that “as for business sectors where we
are in need of technology and equipment, we

will adopt the method of countertrade.”
Since this pronouncement was issued,

most managers of China’s Trade Cor-
porations have insisted upon an element
of countertrade as a condition before a
contract is concluded.

The successful American company will
not wait until the Chinese raise this issue

before developing a Countertrade strateqy.
Companies establishing an on-going
Countertrade program sell more on a long
term basis to the Chinese.

Act before you are forced
to react.

Let Noble Trading Company,
Inc. tailor a comprehensive
Countertrade strateqy for you
before you reach the
negotiating table.

For further information
regarding Noble's service,
please call or write the ad-
dress below. All inquiries will
be strictly confidential.

Now that Mei Li has

discovered Countertrade,
shouldn’t you?

R.N. Groom
Noble Trading Company, Inc.
809 Cameron Street
Alexandria, Virginia 22314
(703) 549-5966
Telex: 904059 WSH
Cable: TRADCHI

If you're doing business with China,
you should be doing business with
Noble Trading.

N O B L E
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China
Wire

Straws in the East Wind. . .

How to combine the best of Euro-
pean, Japanese, and American manage-
ment with China’s socialist needs?

Seeds are being sown today in the
PRC that could have an extraordinary
impact on the rest of the world: impor-
tant recent speeches and articles hint at
intense debate going on in the PRC,
which were highlighted by China’s noted
economist Xue Mugqiao on June 10:

“We need to develop a good method
of making government organizations
‘release their grip’ over enterprises.

“Now that means of production are
recognized as commodities, we can reg-
ulate production through the market-
ing mechanism.

“We have adopted the current
method of determining the profit-shar-
ing ratio by the amounts of profits
earned in order to reduce inequality in
distribution. However, . . . this method
has become a stumbling block to future
price adjustments. Any price adjust-
ment is bound to affect the amount of
profits shared between the state and
enterprises.

“Reforming the commodity circula-
tion system seems to be more important
than reforming the profits distribution
system.

“It will not do if we develop the 29
provinces, municipalities, and auto-
nomous regions into 29 independent
units. The nine European countries of
the EEC established transnational cor-
porations. . .

“Many comrades suggested that we
restore the historical economic centers
(Shanghai, Tianjin, Guangzhou,
Chongqing, Hangkou, and Xian). . ."

From other comments in China's
media, it appears as though self-deter-
mination policies (in effect as of June
30, at 6600 enterprises representing
only 16 percent of all factories in China
but responsible for 65 percent of its
output) are being pushed to new limits,
namely: specialized companies and
joint companies must be built on the
basis of enterprise self-management
rights (Lin Ling in Renmin Ribao, Julv ).

Modern “feudalism™ has also receritly
come under attack. On July 11, Bei-

Jing's Renmin Ribao featured a writer
“deeply aware of the poisonous influ-
ence and danger of feudalism in our
country.” Writer Zhou Jizhi noted that
it was considered natural in Chinese
teudal society that “when a man gets to
the top, all his friends and relatives get
there with him.” The extent to which
guanxi, or personal relations, directly
affects major business deals with the
PRC continues to astonish foreign busi-
nessmen. The inherent problems of de-
veloping an economy that operates so
much on “back door,” rather than on
professional principles must be resolved
if China is to modernize effectively.

Input-Output Economic Planning
Proposed

Proposals to start compiling a first-
time national economic input-output
table for 1981, to establish an input-
output office, and to begin sample sur-
veys in provinces and municipalities are
now being studied by China's State
Council, according to Xinhua, July 29.
If adopted, the proposal (drawn up by
six economists at the Chinese Academy
of Science’s Institute of Systems Science)
will have a far-reaching impact that will
tend to stabilize and balance develop-
ment of China's economy.

National People’s Congress—
and the New Premier Is. . .?

Mid-August the Natonal People’s
Congress meets in Beijing to review,
among other things, major economic
policies and priorities for the next five
years, to put its stamp on new tax and
foreign exchange regulations (see page
11), and to watch five of China’s top vice-
premiers step down in favor of younger
leaders. The five are Deng Xiaoping,
Chen Yun, Wang Zhen, Li Xiannian,
and Xu Xiangqian. Decentralization,
competition, self-determination, and
recasting of ministry roles will be
among the issues debated. Almost as
tantalizing as the question of the next
US president: Who will step into Hua
Guofeng’s shoes as premier? Will it be
Deng Xiaoping, and will Deng become
Head of State?

Meanwhile, pictures of Mao have
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been taken down from the Great Hall
of the People.

September, Beijing Visits
Washington, DC

Vice-Premier Bo Yibo, chairman of
China’s new Machine Building Com-
mission, will lead a high-powered
group on a month-long visit to the US
hosted by the National Council for US-
China Trade. Highlight of the trip will
be the first meeting of the US-China
Joint  Economic Committee (JEC)
which will review past economic rela-
tions, discuss problems, establish future
direction for economic cooperation.
Some agreements under discussion
now may be signed: textile, OPIC, an
Exim operating agreement, maritime,
(aviation only maybe). Discussion, on
September 16, 17, and 18, will include
export controls, business facilitation,
financial arrangements, investment,
protectionism, and will involve all US
government agencies involved in Sino-
US economic relations such as the
DOC, FDA, USDA, STR’s office, and
the State Department. Secretary of
Treasury William Miller will co-chair
the meeting on the US side, Bo on
China’s side, supported by China’s Min-
ister of Finance Wu Bo, in town for the
World Bank annual meeting, and
Wang Weicai, vice-chairman of the
Bank of China, present for the IMF
annual meeting. China will probably
take executive director chairs at those
organizations at this first-time official
appearance at both organizations. The
IMF and World Bank have both been
supplied with all the data they require
by the PRC.

Sino-US Trade — May Be $4 Billion
This Year, Almost

China’s trade with the US may reach
almost $4 billion this year, and its world
trade nearing $40 billion.

US exports to China are projected by
the National Council to reach $3 billion
in 1980, and $5.2 billion by 1981, and
US imports from China are expected to
reach $770 million in 1980 and $1 bil-
lion by 1981. Total two-way trade may
thus reach $3.8 billion in 1980 and $6.2
billion in 1981. NHL %
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A MESSAGE FROM
CHRISTOPHER H. PHILLIPS
PRESIDENT OF THE
NATIONAL COUNCIL FOR
US-CHINA TRADE

Relie Huanying e oAk H e Warm Welcome

Many of the 600 member companies of the National Coun-
cil for US-China Trade have heard these words of warm
hospitality while visiting the People’s Republic of China over
the last few years. Now we are proud to extend our welcome
to the first Chinese national exhibition in the United States.

The brightness, color, and intricacy of Chinese artwork,
handicrafts, rugs, and silk goods will leave a lasting impres-
sion of China on the minds of the thousands of Americans
who will visit the exhibition in San Francisco, Chicago, and
New York this fall.

Much of the focus of trade with China so far has been on
what US companies can sell to China. But for the Chinese to
buy agricultural and high technology products from the
United States, they must be able to pay for them. So far, the
Chinese have purchased far more from us than they have
sold to us.

This year alone the National Council predicts a record
two-way Sino-US trade of about $4 billion, of which $3 billion
will be US exports to China, and almost $1 billion imports
from the PRC. Agricultural commodities such as wheat, corn,
raw cotton, and soybeans will represent about 55 percent of
our exports to China in 1980.

The PRC export promotion effort here, if successful, will
enable the Chinese to earn the dollars needed to place more
orders with American manufacturers. This should prove
beneficial both to the US economy and to China’s ambitious
program of modernization.

We at the National Council for US-China Trade in Wash-
ington have been working for seven years now to help pro-
mote trade between the United States and the People’s Re-
public of China. Our member companies include both im-
porters and exporters, small firms and Fortune 500 giants.
American companies turn to us for advice on conducting
business with China, for the organization of delegations to
and from China, and for up-to-date-information on China’s
trade and economy, which we provide in our bimonthly mag-
azine, the China Business Review, and in special reports.

The National Council for US-China Trade wishes every
success to the Chinese on the occasion of their first national

o

exhibition in our country. %
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Discover the opportunities in China
without leaving home.

Export. Import. Joint venture.

Whatever your business
interests, The Exhibition of the
People’s Republic of China is not
to be missed.

We know from experience.

First Chicago was the first
U.S. owned bank to have a full
correspondent relationship with
the Bank of China. Since this
relationship was established, we
have handled everything from
documentary transactions to trade
and investment financing to the
location of markets and sources.
Virtually every financial service
necessary to trade with China.

Chicago’s Bank was also the
first U.S. bank to provide direct
financing to China.

And just recently, First
Chicago joined the Bank of China,
The Industrial Bank of Japan,
Ltd., and China Resources
Company in a joint venture
merchant bank, CCIC Finance
Limited. This new company,
headquartered in Hong Kong,
will provide a full range of services
to promote commerce and
investment in the Pacific Basin and
between the shareholders’ countries.

For more information about
business opportunities in the
People’s Republic of China, phone
Gregory G. Tallas, Vice President,
in Chicago, (312) 732-8513.

Or contact the First Chicago
regional office near you.

/

& The First National Bank of Chicago

Atlanta - Baltimore » Boston * Chicago - Cleveland - Dallas - Houston + Los Angeles * New York + San Francisco

(© 1980 The First National Bank of Chicago. Member F.D.1.C.
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Council
Activities

The National Council will host the
first visit to the US of Chinese Vice-
Premier Bo Yibo. Here to attend the
US Treasury-sponsored US-China
Joint Economic Committee meeting in
Washington, DC, in mid-September,
Vice-Premier Bo also will cut the rib-
bon opening the PRC’s exhibition in
San Francisco on September 13. Mean-
while, four National Council petro-
leum delegations are preparing to visit
China this fall.

The chairman of China’s newly esta-
blished State Machine Building Indus-
try Commission, Vice-Premier Bo Yibo,
soon will be leading his 17-man delega-
tion on a tour of select US companies in

areas that closely match Beijing’s list of

industrial priorities: electronics, vehi-
cles, construction equipment, agricul-
tural and power generation equipment,
and aircraft.

The delegation which includes vice-
ministers from the first, third, and se-
venth ministries of Machine Building,
hopes to learn the hows and whys be-
hind US success stories. The six-month
old State Machine Building Industry
Commission’s primary task is to map
out and implement a unified plan for
reorganizing China’s civilian and mili-
tary machine building industries.

The Delegations Department also
will host a General Bureau of Materials
and Equipment delegation arriving Oc-
tober 10 and led by Li Kaixin, bureau
director and vice-chairman of the State
Planning Commission. On the way to
China in the fall are four petroleum-
related delegations.

The Chinese Exhibition

I'he Council will open a small ottice
at each of the Chinese exhibition sites in
the US to assist firms interested in buy-
ing from or selling to the PRC.

Preparations are rolling along smooth-
Iv for the grand opening of the event to
the American public on September 13.
Mr. Lu Fengchun, leader of the CCPI'T's
Overseas Exhibition Department, and
his staff are now in the US to supervise
the handling of more than 300 tons of

6

exhibits that began arriving in mid-
August.

Importer Services Director to Advise
Commerce

Importer Services Director Carolyn
Brehm has been invited to become a
member of the Department of Com-
merce's Importers Retailers’ Textile
Advisory Committee, which meets on a
regular basis to help government offi-
cials in the formulation and administra-
tion of nternational agreements cover-
ing the trade of cotton, wool, and syn-
thetic fibers.

The importers staff has been busy
monitoring the outcome of cases filed
with the International Trade Commis-
sion to restrict US imports of mush-
rooms from Asia and menthol from
China and Japan. The mushroom case
may not affect PRC exports to the US,
but the commission voted four to one in
favor of investigating Haarmann and
Reimer Corporation’s complaint that
the below-market price of Chinese na-
tural menthol is causing injury to the
US industry.

Meanwhile, Ms. Brehm presented
testimony to the trade subcommittee of
the House Ways and Means Commit-
tee on June 10 in support of renewing
the presidential waiver that provides
MFEN status for the PRC, Romania, and
Hungary.

Exporters Meet Agricultural Minister
The Council's Exporter Services’ Ag-
ricultural Committee hosted a July 8

luncheon in honor of China's minister

of agriculture, Huo Shilian, who was
accompanied by US secretary of agri-
culture, Bob Bergland. The Exporter's
Department views this as a start to wi-
dening cooperation between its commit-
tees and agencies of the US government,
The guest speaker at the second meet-
ing of the newly formed Engineering,
Design, and Construction Committee
on July 15 was Lu Kebai, head of the
Council-sponsored State Capital Con-
struction Commission delegation.

John R. Dewenter Becomes V.P.

John R. Dewenter, special assistant to
President Phillips since December 1978,
becomes the Council’'s new vice-presi-
dent on September 1. He replaces Stan-
ley Young, who is retiring. At the same
time Kenneth 1. Bowman, who was
previously research associate in the
Council's Publications Department, will
become staft assistant to President Chris-
topher H. Phillips.

In the past two years Mr. Dewenter
has worked closely with several of the
Council’'s export committees and has
escorted delegations both to and from
China. He has been directly involved in
the US visits of China's three vice-pre-
miers, having coordinated the Council’s
sponsorship of the Kennedy Center gala
performance honoring Deng Xiao-
ping. Mr. Dewenter acted as principal
escort for Kang Shien, chairman of the
State Fconomic Commission, in June
1979, and will pertorm the same func-
tion for the visit of Bo Yibo. %

China’s First Exhibitions
inthe US
When and Where

San Francisco, Fort Mason:
September 13-28

Chicago, Navy Pier: October 25—
November 9

New York City, New York City
Coliseum: December 6-21
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China
Calendar

LOS ANGELES, California, August 6-7

A seminar on “Trade and Investment in China” was joint-
ly sponsored by the UCLA Graduate School of Manage-
ment and the Beijing Institute of Foreign Trade (BIFT).
Topics included China’s economic planning and priorities
for imports and exports, financing trade, joint ventures,
investment, and foreign exchange regulations. Guest
speakers included Professor Liu Chaojin, director of the
Trade Department of the BIFT'; Associate Professor Liu
Shunian, deputy head of the Faculty of International
Finance of the BIFT; and David Havden of Graham and
Jones law firm. Write Susan Strommer, Office of Execu-
tive Education, Graduate School of Management, Suite
2381, University of California, Los Angeles, CA 90024 o
telephone (213)825-2001.

COLUMBUS, Ohio, August 12-14

A Chinese exhibition of modern native products from
Hubei Province will be held at the 1980 Ohio State Fair.
ltems on exhibit and for retail sale will include hand-
crafted piecework and jewelry, bamboo products, cloth-
ing and other textile products, and food samples. For
more information write Susan Courtright, International
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Trade Division, State of Ohio, PO Box 1001, Columbus,
OH 43216.

BOSTON, Massachusetts, August 29-September 1

The “US-China Friendship Exposition: Looking to the
80s,” sponsored by the Seventh National Convention of
the US-China Peoples Friendship Association, will pro-
vide a forum for the promotion of US-China cooperation
in five major areas: business, science/technology, govern-
ment, education, and the arts. Contact Susan Gamer (617)
192-0564.

WASHINGTON, DC, September 2-14

ICM Artists is sponsoring the Peking Opera’s visit to the
Kennedy Center. The tour opens August 12 in New York
at the Metropolitan Opera for two weeks before moving
to the Ambler Festival in Philadelphia, the Garden State
Arts Center in New Jersey, and a week later at the Kenne-
dy Center. Other cities on the tour are Boston; Chicago;
Minneapolis; Louisville, Kentucky; Concord, California;
and Los Angeles.

SAN FRANCISCO, California, September 13-28

An exhibition from China, organized by Gilbert A. Robin-
son, chairman of the US-China Business Development
Corporation, and sponsored by the San Francisco Cham-
ber of Commerce, will be held at Fort Mason. Exhibits will
include heavy industry, light industry, technology, and
arts and crafts. For more information write to Mike
Schwager, China Exhibition Corporation, 591 Park Ave-
nue, New York, NY 10021 or call (212)888-7800).
Continued on p. 66

THE ASIA GROUP IS TRAINING

appropriate product areas and individual specifications,
our specialists focus on

*Chinese society

*Economic policies

*Worker-management relations

*Politics

*History and culture

*Chinese language and technical nomenclature

In addition to predeparture training of expatriates, the
Asia Group’s optional services include: screening of
China-bound teams; mini-seminars for firms about to host
Chinese delegations and training teams; and liaison and
interpreting.

For further information, write for our brochure or contact
Gregory J. Kaiser, Director, The Asia Group, 2224 North
University Avenue, Peoria IL 61604, 309/685-0762.

The Asia Group
Consultants and Program Developers
for East Asia
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B THAT STICKS ITS NOSE INTO AEROSPACE.

Why is the world's leading oil tool | generation and other industries. ing, that perform in the increasingly
manufacturer nosing around in We've melted and forged compo- | harsh environments where oil and
aerospace? Because Cameron is one | nents for the space shuttle and Apollo| gas are found.
oilfield company that takes its high programs. We make critical jet en- We'll keep on aiming at the stars.
technology higher. gine parts plus products like jumbo Because on Earth, that takes us to

Since 1920, as we've developed jet landing gear and missile domes. places where no oilfield equipment
total internal resources for making The point is, exploring aerospace company has ever gone before
energy equipment, we've also de- helps us to come up with better solu-
veloped superior metallurgy and tions for the world of energy. Solu-
varied technologies which we've tions like pressure control equipment
applied to aerospace, power for drilling, production and pipelin-

K5, INC ., WORLD HEADQUARTERS, HOUSTON, TEXAS

O S e AN s R WA s A i A
CAMERON, WHERE ONE GOOD THING ALWAYS LEADS TO ANOTHER.




Inside the

Bank of China

Nicholas H. Ludlow and James B. Stepanek

The Bank of China’s head office at 17
Xijiao, Minxiang, in Beijingis staffed by
more than 500 personnel in nine de-
partments. Under its' chairman and
president Bu Ming, are six vice-chaif-
men, nine general managers, more than
ten deputy general managers, scores of
managers and deputy managers. lts
nine departments are:

1. International Department In
charge of relations with the BOC’s 948
correspondent banks in 142 countries
and regions (with a total of 2534
branches as of June 1980), this depart-
ment has broad responsibilities for the
conduct of banking relations with
North  America, Australia, Europe,
Eastern Europe, and the Soviet Union.
Individual statf responsibilities are not
strictly compartmentalized; the em-
phasis is on establishing broad policies
and rules, and not on routine banking
business, which is the responsibility, of
at least 77 branch banks in China's
principal ports and cities. Matters that
concern the department include the
performance of foreign banks which
are entrusted to make collections and
payments ‘on behalf of the BOCG, on
solving problems arising from the in-
terpretation of Letters of Credit, and
on making arrangements for visits of
correspondent banks.to China. The lat-
ter task is performed by the country
specialists. Expansion of staff is cur-
rently under consideration.

With regard to its policies toward
correspondent banks, the department
is charged with maintaining reciprocity
in banking practices.

There has been some question con-
cerning the right of US banks to nego-
tiate documents and pay US companies
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for the exports to China withouthaving
to wait two to. three weeks for approval
from the BOC: In response an official
noted that American banks have the
same approval policy when it comes to
imports, say, from European countries.
The official emphasized, however, that
the “Barnk of China does not mind for-
eign banks issuing Letters of Credit
with payment terms similar to those of
the Bank of'China underthe same con-
ditions.” In other words, US banks are
“’(“(‘()"]C o H.(l\‘iﬁt‘ I\lllt‘ri(;ln il]][)(!l'l(‘rﬂ
to insist, if they wish, that Chinese ex-
porters observe terms identical to those
usually requested by the BOC for for-
eign exports to China.

The department also deals with for-
eign Exim Banks, su¢h as ECGD,
COFACE, and Japan’s Exim Bank.
Loans from foreign Exim banks are not
disbursed by this d¢partment, which/
merely maintains the portfolio. /

2. General Cogrdination (or Join
Operations) Department The de-
partment’s main task is to coordihate
the foreign exchange earnings rerained
by provinces, municipalities, and en-
terprises. It makes recommendations to
the General Administratuon of Ex-
change Control (GAEC)with regard to
the amount of foreign exchange avail-
able for use by local authorities.

3. Foreign Exchange (or Funds Op-
eration) Department This is the clear-
inghouse of the bank, responsible for
balancing the BOC’s international ac-
counts every day. The main duties are:

e o transter funds from one for-
eign account to another, according to
the needs of China’s foreign trade;

® o raise funds from markets in
any currency, including eurodollars
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The Bank of China’s assets
increased by 52 percent last year,
to $35 billion. The bank’s net
foreign exchange position also
increased dramatically, to
nearly $4.6 billion.

and eurocurrencies. Maturities of one-
to-three years are the norm;

e To receive deposits, or lend short-
term on various international markets
for up to one year; most lending is
short-term, sometimes 24 to 48 hours
money;

e To buy and sell foreign exchange.
Transactions are conducted on a spot
basis. But in the future the bank may
purchase forward. Foreign exchange
rates against all major currencies are
received from the GAEC prior to9 A M.

All major foreign exchange dealings
in US dollars, yen, deutschmarks, or
other eurofunds are undertaken by the
BOC’s London office on instructions

from this department. Purchase of

Australian or Hong Kong dollars usually
are made via the BOC's Hong Kong
branch. The department frequently
authorizes direct dealings in yen with
Japanese banks.

The department only gives instruc-
tions. Transactions, are actually pro-
cessed in the banking department (see
box).

The balancing process involves two
operations. First, the department re-
ceives information on foreign ex-
change priorities and the needs of pro-
vinces and municipalities from four
other bank departments (international,
credit, accounting, and banking) to
which the regional authorities report.
Secondly, it effects transfers between
foreign banks. For example, if a Japan-
ese bank sends funds to a Chinese pro-
vince to pay for shipments from that
province, the BOC then transfers funds
between Japanese banks so that the
BOC's accounts with Japanese banks as
a whole are balanced by the end of each
working day. The procedure is carried
out with all countries.

The BOC has obtained excellent
terms on foreign commercial bank
loans. Most of these credit agreements
have exempted the BOC from payment
of any commitment, agent, or manage-
ment fees. While many commercial

10

credits charge 0.5 percent mark-ups
over LIBOR for up to seven years, the
BOC has obtained some credits with no
mark ups at all. The BOC has been able
to obtain loans at the actual average
rates, which usually differ by 1/is of a
percent in the daily spread.

The bank’s debt service policy for the
present and medium-term future is to
limit repayments on capital and interest
to 20 percent of its hard currency ex-
ports, according to senior BOC officials
in July 1980.

A study is underway as to the feasibil-
ity of issuing bonds. According to BOC
officials in late June 1980, China will
issue bonds in the future to raise funds,
but is unlikely to do so in the near fu-
ture. The legalities and commitments
involved in issuing the bonds are the
chief hindrances to quick action by the
bank. The BOC must consider the
necessary commitment, management,

and legal fees, and agreements must be
signed with underwriters, trust com-
panies, paying and recording agencies,
state of issuance (registration), and
stock exchange. The BOC already has
legal assistance, and at least five major
New York-based investment firms have
offered to provide bond services.

4. Credit Department Project fi-
nance is the responsibility of this de-
partment, which administers the
¥ 2 billion in foreign exchange available
in 1980 to provinces and municipalities
for the foreign component of construc-
tion projects. If Beijing municipality,
for example, wants $10 million for a
petroleum processing plant, the Credit
Department of the BOC branch in Bei-

jing reports the request to the BOC

head office Credit Department, which
authorizes use of the funds if the pro-

ject has been approved by the State

Economic Commission. In the case of a

calculators.

Currency
US dollar
HK dollar
Sterling

remittances.

workers and statt.

IMports.

THE SHANGHAI BRANCH OF THE BANK OF CHINA

Of the Bank of China's 77 domestic branches, the largest is the Shanghai
branch, headed by General Manager Qi Ming. Its offices and staff of over
400 are located on East Zhong Shan Dong Road, overlooking the Whangpoo
River next to the Peace Hotel. The bank’s Wall-Street style entrance and
foyer is filled with tellers and clerks using both abacuses and electronic desk

The branch has three main business departments for banking, credit, and
accounting, in addition to an administrative section.

The Banking Department, headed by Shi Meiyao, has four sections with a
staff of 154. The first section handles foreign currency deposits in US and
Hong Kong dollars, and in sterling. The rates offered, as of July I, 1980, are:
Checking

The checking accounts do not bear interest. Six and 24-month fixed
deposit rates are also available. This section has a statf of 24.

The overseas Chinese service section handles remittances from abroad.
Last year the 20 people in this department processed about US$ 30 millionin

The Letter of Credit section receives and issues 1/Cs. Its work occupies 40

The largest section in the Banking Department negotiates documents,
according to terms stipulated in L/Cs, and also processes D/As and D/Ps.
Some of the 70 staff are concerned with export collection: others deal with

The Credit Department has two sections, with a total staff of 60. The RMB
loan section extends Chinese currency loans to import-export corporations
and other exporters at 5 percent per annum. Formerly this section dealt
primarily with the People’s Bank of China.

The foreign currency loan section provides foreign exchange loans at
market rates to import-export corporations and Chinese manufacturers.
Loans of 1-, 2-, 3-, and 5-year terms are obtained through the BOC's head
office (which borrows from foreign banks), and to a lesser extent from
deposits lodged with the Banking Department. This section receives a for-
eign exchange quota from the head office.

The Accountng Department handles the main recording and processing
work of the different accounts at the bank, and maintains a staff of 70.

Current Fixed I-year
2.16 10.5
2.16 10.25
2.16 10.25
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project under the central government,
such as one proposed by a ministry, the
Credit Department normally sends
representatives to attend the negotiations.
For local projects, the Credit Depart-
ment of the BOC’s local branch sends
ofhicials to parucipate in the negotia-
tions.

Provided that official authorization
for a project is forthcoming, the Credit
Department processes documents and
payment. If financing is covered under
the terms of an agreement with a for-
eign Exim Bank, the department sends
an application, say to ECGD or CO-
FACE, for the funds according to the
terms of the relevant agreement.

5. Accounting Department This
department handles all the accounts
and records of the bank, aided by an
IBM system tied-in with the bank’s
computers in London and Hong Kong.

The BOC’s balance sheet, which is

China;

change:

CHINA’S UPCOMING FOREIGN EXCHANGE REGULATIONS

China probably will announce its new foreign exchange regulations, along
with tax and joint venture regulations, at the August People’s Congress. The
new regulations do not add up to convertibility for the RMB. Full details are
not available, but they probably will cover these areas:

e Establishment of a system governing foreign exchange transactions in

e Procedures for buying, selling, transferring, and owning foreign ex-

¢ Guidelines for China’s various industrial and trade corporations with
regard to the possession and use of foreign exchange;

e Guidelines for travelers, both foreign and Chinese, for obtaining, using,
and keeping foreign exchange;

e Conditions under which joint ventures and other foreign businesses in
China can remit profits abroad, including restrictions on the proportion ol
profits that can be remited in any one year.

Responsibility for drafting and implementing the regulations lies with the
General Administration for Exchange Controls, whose director general is
Bu Ming. chairman of the Bank of China. The GAEC has branches through-
out China.

Coastal Provinces (64%)

Fujian (4% ) Hebet (3%)

Fuzhou Qinhuangdao
Quanzhou ‘Jn]m;hu.mg
Nlamen

Jiangsu (9% )
Guangdong (25%) Changzhou

Dongguan Lianyunggang
Foshan Nanjing
Guangzhou Suzhou
Haiteng Wuxi
Haikou Yangzhou
Hanjiang Zhenjiang
Huiyang

langmen Liaoning (4%)
Meixian Dalian
Panyu Dandong
Shantou Shenvang
Shaoguan
Shenzhen Shandong (4% )
Shunde Jinan

angjian Qingdao
/hdh;].dmtﬁ‘g Yantai
Zhaoqing
Zhuhai Shanghar (19%)
Zhujiang

Tianjin (1%)
Guangxt (9%)

July 14, 1980.

R e T A S e A L T R T S A ¥
77 DOMESTIC BRANCHES OF THE BANK OF CHINA

(percentage of total branches located in each region and province
is indicated in parentheses)

Inland Provinces (36%)

Anhui (3%)
Bengbu
Hetei

Beijing (1)

Ganxu (1)
[Lanzhou

Guizhou (1)
Guiyang

Heilongjiang (3% )

Harbin
Hailar

Henan (17)
Zhengzhou

Hubei (1)
Hankou

Hunan (17%)
Changsha

Inner Mongolia
(3%)

Jilin (3%)

Changchun

Jilin

Ningxia (1)
Yinchuan

(\rmghru (1%)
Xining

Shaanxi (17)
Xkin

Shanxi (37)
Datong
Taiyvuan

Swchuan (35)
Chengdu
Chongqing

Tibet (1)
[.hasa
Xinpang (3%)

Huocheng
Urumqi

Beiha Zhepang (1% ) Hohhot

Dongxing Hang Fuu Jining Yunnan (49 )
Guilin \m;h)ou Hekou

Llngm Wenzhou {\J:angxz (19%) Kaiyuan
Nanning anchang Kunming
Pingxiang

Wuzhou

SOURCE: Letter from Bank of China, Beijing, received by National Council

ADDRESSES OF OVERSEAS
BANK OF CHINA BRANCHES

BEIJING
17, Xijiao Minxiang, Beijing
People’s Republic of China
(I;lhﬂe: HOCHUNGKUO Beijing
Telex: 22254, 22289, and ‘_"_’i{'li
BCHO CN
Main telephone lines:
Banking I)epnrlmunt: 35-0452;
33-0887; 290709
International Department:
332590 331685
Protocol Division: 33-6905
Switchboard: 33-8521

HONG KONG

2A De Voeux Road

Central Hong Kong

Icltplmm 5-234191

Cable: CHUNGKUOHONG KONG
I'elex: 73772 DKCHI HX

LONDON

R-10 Mansion House Place

[.ondon EC4N SBI.

Telephone: 01-626 83019

Telegraphic address: CHUNGKUO
LONDON EC 4

International telex: 886935

Foreign exchange telex: 8851452;
8812424

LUXEMBOURG

9-11 Grand Rue, Luxembourg

I'elephone: 21791

Cable: CHUNGKUO
LUXEMBOURG

Ielex: 3546

SINGAPORE
PO Box 96, Singapore

TOKYO

'I'nkvo Representative

7-7, 2-chome, Shiroganedai
Minato-Ku, Tokyo

Japan
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BANK OF CHINA BALANCE SHEET:
(Current Million US dollars as of December 31, 1977-79%)
ASSETS 1977 Percent 1978 Percent 1979 Percent 1979 Subtotals
Change Change  as Percent
of Total

Cash 26.4 19.0 318 20,1 RITE) 248 0.1
Due from banks 6.260.1 149 7.547.2 20.6 11,6598 54,5 344
Rills discounted and remittances

bought 1.192.2 18.0 1.747.8 46.6 23749 359 H8
I .oans and overdratts 2 965.6 -0.3 435 7.085.1 B4 M
Securities and investments 418 27 .4 5.5 749 325 0.2
Land, buildings. furmture, and

equipment 954 49.3 141.2 48.0 2125 505 0.6
Nmulh v accounts receivable, including

under forward contracts 4742 20.1 HO8.9 28.4 823.1 352 24
Collections recevable for customers 230.7 6.4 A8N.2 6B 679.7 bl 1%
Customers' liabilines under lerters of

credi and guarantee 1,582.8 159 T.505 614 11,278.2 19.6 12 9
I rust assets 153.8 -24.9 175.5 14.1 200 .6 1.4 0.6
Oher assets 140.5 784.6 5278 19.8 G31.6 19.7 1.8
TOTAL Assets 16,4631 146 24.012.7 A0.8 450050 52.1 1000
PROFIT AND LOSS STATEMENT
General Expenses 81.9 33,8 127.5 556 ARY.K 205 8 Hl1.0
Depreciation and amortization 49.7 0.5 9.4 RIKH a9 8 13,8 156
Net profit 67.6 26.7 97.9 "7 119.0 52.2 23.4
TOTAL Expenses 199.% 0.5 204.8 17.9 Hi8.6 1166 10000
TOTAL Interest, Commissions, and

Other Income 199.% 0.5 204 R 17.9 638.6 116.6 10H).0)

published every spring, is believed tobe  chan). function. The regional divisions are:

prepared by this department. In 1979,
the bank's assets increased 52.1 per-
cent, to $35 billion. Of this total, the
item due from banks increased by 54.5
percent, to 1 1.7 billion, which repre-
sents China’s deposits in banks world-
wide. Despite the sharp rise in the due-
to-banks category on the liabilities side
of the balance sheet (from $4.2 billion
in 1978 to $7.1 billion in 1979), China's
net deposit position still increased by
36.5 percent, to $4.6 billion in 1979 (see

6. Banking Department At the
heart of the BOC’s business, this section
is responsible for handling all banking
transactions. It has a staft of about 150.

The department’s nontrade or invisi-
bles section handles all nontrade trans-
actions, including the new scrip issued
(o tourists, remittances, taxes, insur-
ance, shipping, communications, and
diplomatic transactions.

7. Research Department
partment divides its work by region and

The de-

BOC Chairman, Bu Ming (center), addresses Council's Banking Committee,

June 1980.

'Y

e North and South America, Austra-
lia, and Japan.

e FEurope, Africa, Eastern Furope,
and the Soviet Union.

The functional sections are:

e a general research office assesses
worldwide economic trends and prob-
lems such as the energy crisis, global
inflation, etc. It monitors the actuvities
of international financial organizations,
and carries out other research tasks not
covered by regional offices;

e a data library that compiles statis-
tics and publishes daily bulletins and
monthly reviews of current develop-
ments in international financial markets,
including interest rates and key inter-
national economic indicators for the
business department branches, and
senior officials of the bank. The library’s
staff also distributes reference materials
throughout the BOC.

8. Personnel Department
partment is in charge of personnel.

9. Administrative The
Administrative
general administration and  adminis-
trative policy, including the bank’s sec-
retariat, and convenes meetings. The
department is also responsible for the
bank’s budget. %

This de-

Department  handles

&
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BANK OF CHINA BALANCE SHEET:

*Conversion factors based on period average yuan
based on unrounded 1976-79 balance sheet tigures.

**The Bank of China's capital increased substanually in 1975, but has remained fixed at ¥ 400 million during 1975-79; the apparent increase in recent
vearsis due to the 16.9 percent depreciation of the dollar-vuan exchange rate during 1975-749.

LIABILITIES Percent
Change
Due to banks H9.00
Deposits 184
Remittances and drafts outstanc R2.
Sundry accounts pavable, includ
under forw |r:|}ulnl| acts 6.7
Collections for customers 75.1
Letters of creditand guarantee 19.6
Trust iabihties 14.4
Orher liabilities 315
TOTAL Liabilities 52.7
NET WORTH
Capital** RN
Surplus RRR]
Reserves .40
Net profit current vear 722
TOTAL Net Worth h kK
TOTAL Liabilities and Net Worth 32,1

1979 Subtotals
as Percent
of Total

20,2
397
0h

1.9
1.9
A3
(N3
04
a7

07
0.6
08
05
20
1000

The Peoples Republic of China

has a market of over
1 billion potential customers.

Capitalize on it.

Reach this vast untapped resource of buyers, opinion molders
and decision makers by placing your advertising in:

* Chijnese network television

Beijing local television

Airport billboards - Beijing, Shanghai, Canton
CAAC International airline inflight magazine

Chinese television guides

For further information contact James Patrick Devaney at (213) 476-8556.

JPD

ENTERPRISES, INC.

522 South Sepulveda Blvd., Suite 207, Los Angeles, California 90049. Cable: JPDENT.
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Rainbows form
when

the sun and
the rain
cooperate.

Imagine the
kind

of future

that

can result
when

great nations
do the same.

ﬁ' Pullman Incorporated
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Divisions: Puliman Kellogg

Puliman Power Products,

Pullman Standard, Pullman Swindell
Puliman Trailmobile

For more Information, simply write
200 S Michigan, Chicago, IL. 60604
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The dramatic increase in financial dele-
gations between the US and China has offered
a glimpse into the hitherto obscure operations
and organization of China’s monetary sys-
tem. A People’s Bank of China delegation led
by President Li Baohua toured the US from
April 27 to May 15 as the guest of the Feder-
al Reserve, and a Bank of China delegation
led by Chairman Bu Ming commenced a
four-week visit to the US on June 5. Mean-
while, the World Bank established a new
China Division on fuly I (and sent its first
operational mission to China on July 14),
while an IMF mission visited China in early
June to study China’s request for a quota
increase from SDR 550 million to SDR 1.2
to 1.5 billion. These numerous exchanges
have provided US bankers with the first sub-
stantive information about China’s finan-
cial system, and offered CBR staff the oppor-
tunity to conduct in-depth interviews for the
record.

People’s Bank of China

The People’s Bank of China (PBOC)
is directly under the State Council. Its
president and chairman, Li Baohua, is
a member of the State Council, which
accords the PBOC a status enjoyed by
only one other finanaal institution in
China, the Ministry of Finance, whose
head, Wu Bo, is also a member of the
State Council. In May, President Li was
designated China's governor to the In-
ternational Fund. (Wang
Weicai,

Monetary

the General Administration of Ex-
change Control, was concurrently
named alternate governor to the IMF.)

The People’s Bank handles all do-
mestic banking, apart from financing
of the agricultural sector. Unlike the
Construction Bank, which is responsi-
ble for new investments (see box), the
People’s Bank provides short-term
loans to industrial and commercial en-
terprises as circulating funds and for
capital replacement. It issues currency,
accepts individual deposits, and bal-

vice-chairman of the Bank of
China and deputy general director of

Insttutions

ances RMB accounts with its provincial
branches, which regularly transfer sur-
plus funds between themselves and the
PBOC’s head office at an interbank rate
of 0.27 percent per month, or 3.2 per-
cent per year (see chart). Moreover, the
PBOC supervises the Bank of China,
Agricultural Bank of China, and the
General Administration of Exchange
Control. Although these institutions
are administratively under the direct
control of the State Council, the PBOC
informed the National Council on April
28, 1980, that it was directed by the
State Council last spring to supervise
and coordinate these subordinate in-
stitutions.

With 15,000 local branches, includ-
ing 228 district and 2,220 county
branches, the PBOC maintains a head-
quarters staff of 1,200 and total staff of
330,000. The staff assigned to the
PBOC’s provincial network, which in-
cludes 19,000 in Sichuan Province and
8,000 in Zhejiang Province, generally
falls into three main categories. Ap-
proximately half are chuan yuan and
kuaiji yuan, or cashiers and bookkeep-

DEPOSITS OF THE PEOPLE’'S
BANK OF CHINA
(percentage of total)

59.2%

21.3% 19.5%

Government
agencies and
organizations

Urban
savings

Enterprise
deposits

SOURCE: Planning Department of
the People’s Bank of China, Financial
Overview of the Pcoples Republic of
China, June 1980, p. 9
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ers; a quarter are normally xindai yuan,
or credit officers, and the remainder
are officials, financial planners, and
sundry workers and messengers.

Credit officers make sure that finan-
cial requests conform with the plan;
and they carry out their work by per-
iodically visiting enterprises assigned to
them. These may number three to ten
medium-size plants, or only one to two
large-scale enterprises.

The PBOC’s main balance sheet items
have not been released since 1957.
However, individual deposits, includ-
ing both urban and rural deposits and
those In commune savings coopera-
tives, totaled ¥30 billion in 1979, the
PBOC informed the CBR in April 1980.
Other sources of funds include deposits
by enterprises, state organs, and the Peo-
ple’s Liberation Army, as well as alloca-
tions from the Ministry of Finance and
revenues from  seignorage (profits
made from issuing currency at a higher
face value than the costs incurred in its
manufacture).

The bank’s reporting system requires
daily reports by subbranches to county-
level PBOC branches. County branches
report to district branches every five
days, or every ten days in the case of
branches located in national minority
areas. District branches forward re-
ports every ten days to provincial
branches. They in turn, report to Bei-
Jing every ten days.

Report writing and the compilation
of data are mainly conducted at the
county level. In Zhejiang Province, for
example, county-level branches re-
portedly have at least 50, and some-
times as many as 200, employees. Pro-
vincial branches, on the other hand, are
instrumental in coordinating monetary
policy and economic plans throughout
the region, inasmuch as they are charged
with calling emergency conferences of
bankers and mdustrial bureau chiefs
whenever the economy veers off course,
as when cash in circulation exceeds avail-
able supplies causing inflationary pres-
sure to build up. Under China’s recent
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policy of decentralization, the task of
fighting inflation—which approached
6 percent in 1979 according to the offi-
cial retail price index—lies even more
heavily upon the shoulders of provin-
cial People’s Bank of China officials.

Agricultural Bank of China

Separated from the PBOC on April
I, 1979, the Agricultural Bank of China
(ABOC) is directly under the State
Council (although the latter authorized
the People’s Bank last spring to super-
VISe its activities).

The ABOC has a staff of about
200,000 among 23,000
branches, of which 20,000 are located
in communes. These branches super-
vise peasant credit cooperatives, accept
savings deposits from rural customers,
and extend agricultural credit. Loans to
communes n calendar vear 1980 are
expected to total ¥20.0 billion, com-
pared with ¥17.0 billion in 1979, and
¥ 13.2 billion in 1978, according to a
January 23, 1980, Xinhua report.

A Mav LI, 1980, letter trom an
ABOC official to the National Council

clistributed

said the Beijing headquarters of the
ABOC has a staft of about 200, divided
into the following departments:

1. Accounting and Planning
Department
2. Business Credit Department
3. Commune Account Control
Department
4. Commune Credit Department
5. Credit Cooperative Control
Department
6. Fund Allocation Department
General Department
8. Personnel Department
9. Supervisory Department
I'he ABOC has a tenth department,
but its name and function are currently
unknown.

General Administration of Exchange
Control

I'he General Administration of Ex-
change Control (GAEC) answers dir-
ectly to the State Council, despite its
curious position as an adjunct to the
Bank of China, and its subordinate po-
sition to the PBOC with regard to ex-
change rate policy guidance.

The GAEC is headed by BOC chair-
man, Bu Ming, and presided over by all
the vice-presidents of the BOC. Its
headquarters are in the same building as
the BOC, and its branches are in the

Department

. Accounting and
Currency Issue

2. Administration

3. Advisors NA

L. Bank Note Printing

5. China Financial
Fdiorial

6. Credis and Loans

/. Financial Research

8. Insurance NA
9. Personnel

10, Planning

Savings Deposits
12, Science and
Education
13, Secretariat
I+, Supervision NA

FOURTEEN DEPARTMENTS OF THE
PEOPLE’S BANK OF CHINA

Plans amount of currency issue; actual issuing
of currency by PBOC branches, including
county-level branches

Handles pavroll, and operates kindergarten for
worker's children

I'l"llll scurremncy

Publishes 28-page monthly China Finance
(Zhongguo Jinrong)

Fxtends loans to industrial and commercial de-
partments

Issues status reports on domestic and world fi-
nancial situation. Sections: theorv, finance,
historical financial studies, and hbrary

In charge of promotions and technical educa-
ton

Draws up national cash plan and credic plan,
and plan of credit circulation; all in RMB,
not foreign exchange

Maintains national savings deposit accounts

Maintains banking schools i all provinces, in-
cluding Beijing. Shanghai, and Tianjin

Organizes banking meetings

Sovrce: People’s Bank of China, April 28, 1980.

Functions
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same buildings as the BOC branches in
all major cities. The GAEC's Beijing
staff is divided into three departments.

The first department undertakes
planning of China’s foreign exchange
control policies. The second drafts and
implements China's foreign exchange
rules and regulations, also with a staff
of ten. The third department sets
China’s foreign exchange rates. Mem-
bers of the foreign exchange staff notity
the BOC's foreign exchange depart-
ment and Xinhua News Agency of new
foreign exchange rates every morning
before 9 aM. Rate changes must be
authorized by the PBOC. Setting
China’s foreign exchange rate is not
purely a technical matter since many
factors are taken into consideration in
addition to the mathematical calcula-
tions based on a simple currency basket
formula.

Ministry of Finance

The Ministry of Finance (MOF) has
the same rank as the People’s Bank of
China, masmuch as the heads of both
institutions are members of the State
Council. Finance Minister Wu Bo re-
cently was named China’s governor to
the World Bank, and Vice-Minister Li
Peng was designated the alternate
governor. The MOF authorizes capital
construction spending, hence its rela-
tionship with the World Bank.

I'he MOF is in charge of fiscal man-
agement as well as annual and long-
term planning of the state budget. Its
specitic responsibilities include (1) bal-
ancing the revenues and expenditures
in China’s annual budget, as well as
carrying out long-term (five- and ten-
year) budget and planning; (2) super-
vising provincial budgets and all intra-
provincial transfers of funds from rich
provinces to poorer regions which de-
pend on state subsidies; and (3) draw-
ing up China’s capital construction
budget. Actual disbursements, how-
ever, are made by subordinate MOF
departments, and by the Construction
Bank of China (see box).

Efforts to streamline budgetary plan-
ning led to a major decision late last
year, effective January 1, 1980, that all
state bodies in the fields of administra-
tion, public health, education, and cul-
ture “may retain the year-end surpluses
in their budget for use in the following
year,” according to a December 31,
1979, Xinhua announcement. The po-
licy is designed to increase administra-
tive efficiency in the government, by
ensuring that savings resulting from
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CHINA'S PRINCIPAL FINANCIAL INSTITUTIONS

STATE COUNCIL
I

r

People’'s Bank of China

Established: October 20, 1949
President: Li Baohua
Head office staft: 1,200
Total staft: 330,000
Departments: 14

|

Ministry of Finance

Established: October 20, 1949
Minister: Wu Bo
Total staff: unknown

[.ocal branches: 15,000

Agricultural Bank
of China

Established:
February, 1979!
President: Fang Gao

Head office statt:
At least 200

Total statt: 200,000

Branches in com-
munes: 20,000

Local branches in
|I|'h'(|n centers:
3.000

Departments: 10

Bank of China

Established: 19127
President and Chairman:
Bu Ming
Head ottice statt: 500+
Domestic branches: 77
Overseas branches:
Hong Kong: statf: 400
[London; stalt: 150
Singapore; statf: 90
L.uxembourg; staft:
unknown
lokvo (representative
oflice)
Branch under consideration:
New York

General Administration of
Exchange Control

Established: early 1979

Director: Bu Ming

Departments: 3

Head otfice staft:
Approximately 50

Local branches in all provinces
and major cities

People’s
Construction
Bank of China®

Fstablished:
October 1,
149514

Reestablished:
1979

—  President: Wu Boshan

transactions.

! An Agricultural Cooperative Bank was established in 1951, but was replaced in 1955 by the short-lived Agricultural Bank. A third bank
for agriculture opened in 1965, but closed in October of the same year.
2The Bank of China was founded in 1912 and became a specialized foreign trade bank in 1928 under the Guomindang government. In
1953 the State Council of the People’s Republic of China empowered the Bank of China to monopolize all foreign exchange

¥The People’s Construction Bank is mainly under the control of the Ministry of Finance; however, before loans are disbursed a project

must be approved by the State Capital Construction Commission (SCCC). The SCCC was reestablished on March 27, 1965, and was
elevated to ministry rank in January 1975. Originally set up in November, 1958, the SCCC was abolished in January, 1961, when its
work was taken over by the State Planning Commission, State Economic Commission, and the Ministry of Construction Engineering
(now the General Administration of Construction Engineering, located in the same building as the SCCC). !

Sources: People’s Bank of China, Bank of China, and Agricultural Bank of China, May and June 1980; and National Foreign
Assessment Center (C1A), Directory of Officials of the People’s Republic of China, November 1978, pp. 49 and 56.

cconomy measures do not have to be

turned over to the central government.

The Ministry of Finance has a large
professional staff, divided into the fol-
lowing  departments:  accounting,
administrative  finance, agricultural
finance, budget, defense finance, eco-
nomic construction, education and cul-
tural finance, personnel, inspectorate,
and taxation. The MOF has a Financaial
Research Institute, a Financial and
Economic Company, and a financial
education college. There has been a
rapid increase in finance students in the
last two years.

People’s Construction Bank of China

The People’s Construction Bank of
China was placed directly under the
State Council in early November, ac-
cording to a November 26, 1979, Xin-
hua announcement, which explained
that the bank “functions under the
State Capital Construction Commission
(SCCC) and the Ministry of Finance
(MOF), but is mainly responsible to the
Ministry of Finance.” The People’s
Construction Bank’s chief task is to in-
vest funds provided by the MOF, in the
form of either budgetary grants or
loans in major state capital construction
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projects which have been approved by
the State Capital Construction Com-
mission. It also has begun to extend
short-term loans for the renovation of
equipment. While the bank’s interest
rate structure is not known, loans to
Hubei Province in 1980 did carry an
interest charge of 3.0 percent per an-
num.

The bank's 2,500 branches are lo-
cated in all provinces, districts, and
counties in China. For routine business
matters these branches are directly sub-
ordinate to the local government where
they operate, but are under the Con-
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struction Bank’s head office in Beijing
on questions of policy.

Under the new “Trial Regulations
for Granting Capital Construction
Loans,” drafted by the State Planning
Commission, SCCC, and MOF, and ap-
proved by the State Council in Novem-
ber last year, the Construction Bank's
loan activities gradually will increase in
1980 and 1981 and completely replace
the previous practice of funding capital
construction projects out of budgetary
grants. According to various sources,
the new regulations set forth the follow-
ing loan policies:

e loans may be extended only when
a contract has been signed;

e Inorder to weed out poorly planned
projects, the Construction Bank “will
only lend to the best applicants,” ac-
cording to the vice-minister of the
SCCC, Xie Beiyi;

e loanscarryaninterest of around 3
percent per annum, and maturities
range from 15 years for heavy indus-
trial projects to only five years for small-
er projects. The length of a loan is cal-
culated from the date of contract sign-

ing to the last repayment date;

e When loans are repaid ahead of
schedule, “the money accrued from
profits and other sources, which would
have been turned over to the state, can
be kept by the enterprise for the rest of
the period stipulated in the contract,”
according to a December 7, 1979, re-
port in Beijing Review;

e loans can be made only to “enter-
prises that have independent economic
accounting systems,” according to a
November 16, 1979, Xinhua bulletin.
This means that factories and enter-
prises run by government departments
are ineligible for loans unless they
detach themselves and assume com-
plete responsibility for their own fiscal
performance;

e Late repayment is penalized by
doubling the interest rate on the re-
maining portion of outstanding loans;

e The Construction Bank may carry
out any on-site investigations necessary
to ascertain that the terms of the con-
tract are being fulfilled.

The new policies are based on the
resiults of experiments conducted in

Shanghai, Jilin, and Henan last year,
and are designed to stop uneconomical
investment projects from getting off
the ground.

In a demonstration of its new author-
ity, the Construction Bank recently
forced the large-scale Wuhan Iron and
Steel Works and the Daye Nonferrous
Metal Company, both in Hubei Pro-
vince, to terminate the construction of
their respective vehicle repair plants
that were only ten miles apart. When
the companies agreed to pool their ef-
forts in one plant, a loan was granted.

By the end of the first quarter of
1980 the Construction Bank had ex-
tended loans totalling ¥1.56 billion to
150 major capital construction projects,
Xinhua announced on April 14.

In the years ahead the Construction
Bank intends to invest heavily in tour-
ism, light industry, and textles. More-
over, the MOF has directed it to extend
loans to joint ventures and factories
which are conducting compensation
trade. Special help will be given to such
factories in the cities of Shanghai and
Beijing, and in Guangdong Province. &

People’s Bank of China Interest Rates
(Percent per annum)
Rates Paid on Personal Demand and

Time Deposits
Deposit Rate as of
maturity April 1, 1980
Current 2 8!
6 months 4.32
| year 5.40
3 years 6.12
5 years 6.84
Rates Paid on Overseas Chinese
RMB Deposits
1 year 5.76
3 years 6.48
b years 7.20
Other Rates”

Deposits by state-owned in-

dustrial, commercial, and

agricultural enterprises,

collectively-owned enter-

prises, and communes 1.80
Deposits transferred to the

People’s Bank of China

from credit cooperatives’ 3.24

[.oans to state-owned in-
dustrial, commercial, and
agricultural enterprises,
and collectively-owned

urban enterprises 5.04

Loans for closing the ac-
counts of industrial and
commercial enterprises

Loans to food grain com-

mercial enterprises 2.52
Loans to make deposits on

the advance purchase of

agricultural sideline com-

modities 4.32

—_

Loans for the production
expenditures of state
farms and communes, as
well as loans for the re-
volving expenditures of

commune enterprises 4.32

Loans for commune pro-

duction equipment, and

minor items such as water

and electricity 2.16
Loans to urban collectively-

owned enterprises oper-

ated by intellectural
vouths (granted during
the first two years of

business') 4.32
L.oans to banks and credit

cooperatives 2.16
Personal loans to com-

mune members 4.52

! Effective July 1, 1980

? Rates increase 20 percent for late pay-
ment. Rates also increase 30 percent “for
loans which go over the stipulated circula-
tion capital quota, and for those used for
overstocking.” Rates increase 50 percent
“for overspending on capital construction
and renewal and renovation, and other fi-
nancial expenditures which squeeze and
divert the bank’s funds.”

* PRC banking officials informed the Na-
tional Council that these interbank loans in-
clude those between the People’s Bank of
China, Beijing, and its branch banks, April
29, 1980.

SourcE: Planning  Department  of the
People’s Bank of China, Financial Overview
of the People's Republic of China, June 1980,
pp- 23-24.
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Update

New appointments, and the creation
of new state bodies, highlight the flurry
of activity leading up to the third plen-
ary session of China’s National People’s
Congress, scheduled to convene in Au-
gust. The latestadministrative changes:

CENTRAL ORGANIZATIONS

IMF, World Bank: China has named Li
Baohua, president of the People’s Bank
of China, as its governor in the IMF.
Wang Weicai, deputy general director
of the State General Administration of
Exchange Control, and vice-president
of the Bank of China, is Li’s alternate.
Wu Bo, minister of finance, will be
China’s representative to the Interna-
tional Bank for Reconstruction and De-
velopment, with Li Peng, vice-minister
of finance, as his alternate.

Energy Commission: To be established
betore the end of the year, reportedly
with China'’s chief economic planner,
Yu Qiuli, as its head (CBR, Jan—Feb.,
1980, p. 86). This body will seek to co-
ordinate the work of the petroleum,
coal, and electric power ministries.

Import-Export Inspection Administration:
On June 30 China established a “Gen-
eral Administration tor Inspection of
Import and Export Commodities,” ac-
cording to Xinhua, China’s official news
agency. The new body will “implement
the government’s policies, principles,
and decrees on commodities.” It will
also “organize the inspection of import
and export commodities, and work out
and apply plans, rules, and regulations
tor such inspection.” A technical re-
search institute and a school for inspec-
tion personnel will also be established.
As yet, it is not known how this new
entity differs from the Commodity In-
spection Bureau.

National People’s Congress: The third
plenary session of the NPC will be con-
vened in August. The agenda will in-
clude a report on the work of the State
Council, an examination of draft revi-
sions of China’s marriage law and citi-
zenship law, and a proposal by the party
Central Committee to delete from Ar-
ticle 45 of China’s Constitution the pro-
vision that citizens have the right to
“speak out freely, air their views fully,
hold great debates, and write big char-
acter posters.”

Wu De, who “resigned” from the Po-

litburo of the 11th Chinese Communist
Party Central Committee in February
(CBR, Mar.—Apr., 1980, p. 42), also has
been removed from his post of vice-
chairman of the Standing Committee
of the Fifth National People’s Congress.
Wu Xinyu was removed from his post as
secretary general of the NPC Standing
Committee’s Legislative Affairs Com-
mission, and replaced by Wang Hanbin,

formerly a deputy secretary general of

the Commission.

PROVINCIAL POLITICS

Some of the blank spaces in China's
new provincial leadership lineup (see
CBR, Mar.—Apr., 1980, pp. 44=16) are
being filled in. Key changes:

Jiin: Yu Ke was named governor, and
Li Youwen, chairman, of the Provincial
People’s Congress Standing Commiittee
at the second session of the Fifth Jilin
Provincial People’s Congress in early
April, which also made judicial and
procuratorial appointments. In keeping
with the policy of dividing administra-
tive and party functions, neither Yu nor
Liis a party secretary.

Guangxi Zhuang Autonomous Region:

Huang Rong has become chairman of

the Standing Committee of the Guang-
xi Regional People’s Congress.

BEIJING EXHIBITIONS

This past March in Beijing, five of
China’s new trading corporations put
on a series of exhibitions, organized by
the New Era Company (see CBR, May—
June, 1980, pp. 34-35 for details on the
corporations). Represented were the
China National Aeronautic Technolog-
ical Import-Export Corporation, the
China National Electronic Technology
Import-Export Corporation, the North
China (Beifang) Industrial Corpora-
tion, the Corporation of Shipbuilding
Industry, and the China Precision
Machinery Corporation.

More than 3,000 items were put on
display, including motorcycles, refrig-
erators, washing machines, medical
equipment, and machine tools. Many
were for export.

Wang Hui, vice-president of the
China New Era Company, said the ex-
hibitions were held to broaden market-
ing opportunities, promote production,
and meet the needs of China’s people.
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Various items on display were for im-
mediate sale; orders could be placed by
domestic and foreign customers.

NEWLY IDENTIFIED
TRADE ORGANIZATIONS

China National Scientific Instruments and
Materials Corporation: The organization
is under the aegis of the State Scientific
and Technological Commission, ac-
cording to China Business Report. 1t has
recently signed an agreement with the
Science and Industry Division of
Philips, the Dutch multinational, for re-
pair and maintenance of industrial
equipment sold to the PRC. A number
of service centers will be established
throughout China by the corporation,
and will be manned by Chinese techni-
cians trained in Holland by Philips,
which already operates a consumer-
goods service center in Guangzhou.

Twangin Computer and Scientific Instru-
ment Corporation: Newly established. this
organization has concluded an agree-
ment with Unicom Automation Com-
pany of Tokyo to establish a technical
exchange committee. The corporation’s
main interest: microcomputer technol-
ogy. A coproduction arrangement or a
joint venture may be in the offing.

China Harbor Engineering Company:
This corporation is responsible to the
Ministry of Communications, according
to Business China. 1t will survey, design,
and construct foreign harbors and
shipyards, dredge navigational chan-
nels, and supply skilled labor and tech-
nical services. Current overseas con-
tracts include a 300,000-ton-class dry
dock and adjoining wharf in Malta and
a cargo terminal with a 500,000-ton-
per-year handling capacity in Mauri-
tania. (These were contracted under
terms of economic assistance agree-
ments prior to the 1978 cutback in for-
eign aid.)

China Oriental Specimen Corporation:
This organization “can supply cus-
tomers with anything from a stuffed
tiger to a bee,” and “has aroused interest
from concerned circles in China and
abroad since it opened May 1. accord-
ing to Xinhua. Based in Fuzhou, the
capital of Fujian Province, the corpora-
tion offers specimens of 34 species of
birds, 25 species of animals, nearly 200
species of insects, and about 5,000 spe-
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cies of plants. A spokesman said the
(nl‘!)m'minn’ﬁ products enjoy a good
market, and added, “we

pressed by the demand.”

always feel

SOCIETIES AND ASSOCIATIONS

horizontally  link
vertical command

Societies, which
China's otherwise
structures, continue to emerge:

o China World Economics Society.
lished in Shanghai on April 28. Qian
Junrui was elected chairman of the 77-

Fstab-

member board. Gu Mu, vice-premier,
spoke at the meeting;

o Chinese Research Soctety [or Research
into the Economy of Oceania. Established
in mid-April, its president-elect is Lo
Yuanzheng,
World Economy Research Institute;

e Chinese Railroad Society. Founded
late last year, the society is dedicated to

deputy director of the

the modernization of China’s railroads,
and the development of transportation
and shipping.
first representative assembly included

lopics discussed at the
railroad construction, tractive power,
shipping and economics, rolling stock,
electrification, and materials technolo-
gv. Lin Jianzhang, vice-minister of rail-
ways, was elected chairman of the soci-
ety’s board of directors;

e China Quality Control Soctety. Formed
earlier this year under the auspices of
the Chinese Scientific and Technologi-
cal Association and the State Economic
Commission. the society recently dis-
patched a group of quality control ex-
perts on a road tour of Jilin Province;

o CEMA Affiliate.
ness Management Association, chaired
by Zhang Peng. vice-mayor and head of
the municipal economic commission,

I'he Beijing Busi-

was recently established. Members are
drawn from more than 100 key enter-
prises. They will study business and
management techniques in China and
overseas, and “organize exchange of
experience among Chinese enterprises
and with foreign corporations;”

o Geological  Commattee. A national
committee for the dissemination ol
geological knowledge was set up in Bei-

jing earlier this year. The committee,

chaired by Gao Zhenxi, a member of

the Geological Society of China, secks
to popularize geology through various
activities, including the publishing of
journals and reference materials;

o Biomedical Engineering Group. Estab-
lished late last vear by the State Scientific
and Technological Commission, it will
be headed by Huang Jiasi, president of

the Chinese Academy of Medical
Sciences;

o Shanghai Society for the Study of Ques-
tions Relating to Young People. Set up in
May, the society elected as its first presi-
dent Wang Minzhang, secretary ol the
Shanghai Commumnist Youth League.
Similar groups are planned by other
cities and provinces, according to the
CYL. Central Committee;

o Family Planning Assoctation of ( hina.
Formed in May, the association will im-
population-
control policies. The association's chair-

plement  government
man is Wang Shoudao, deputy head of
the birth planning leading group under
the State Council;

o Chinese Association for the Blind and
Deaf-Mutes. This association was react-
vated in April following a hiatus during
the Cultural Revolution. Minister of
Civil Affairs Cheng Zihua is honorary
and women'’s leader,

Qian, s

chairman,
three-year-old  Wu
chairman;

o China Historical Seience Society. The
society was restored in Beijing in April

SIXLY-
vice-

after several years ol inactivity. The
keynote speaker at its inaugural meeting
was Hu Qiaomu, president of the Chi-
nese Academy of Social Sciences.

—KIB =

DALIAN

Our corporation
handles Deer, Butterfly,
Double-Spear Brand
Agricultural Implements.

Those are steel
shovels, steel picks and
mattocks, hoes, axes,
rakes, steel forks,
sickles, machetes,
orchard tools and
garden tools.

The products are of
new design, excellent
in quality, durable in
service and convenient
for using.

Orders are welcome.

Exporters:

Agricultural IIIIDIBIIIBIIIS

China National Machinery Import & Export Corporation
Dalian Branch

145, Stalin Road, Dalian, China
Cables: “MACHIMPEX" Dalian
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THEORY:

A top international bank

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

Continental Bank is helping
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 fo arrange financing in the
key areas of mining, oil and gas. It's what you expect
from a top international bank. At Continental Bank,
it's reclity.

V
CONTINENTAL BANK

Continental lllinois National Bank and
Trust Company of Chicago

Argentina - Australia - Austria - Bahamas - Bahrain - Belgium « Brazil - Canada - Colombia - France - Greece - Hong Kong - Indonesia - Italy - Japan - Kenya - Korea
Lebanon - Malaysia - Mexico - The 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
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To the people of China from the people of Atlantic Rlchﬂeld
sincere congratulations on your exhibition of friendship and goodwill

ARCO International Oil and Gas Company £
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HE COMPANY.
ITS PRODUCTS.

Allis-Chalmers Corporation is a
diversified manufacturer of specialized
machinery, established in 1847, with
plants in 14 countries and offices in
principal cities of the world. Its high
technology capabilities in equipment
and machinery are devoted to meeting
basic world needs for food, water,
energy, minerals and air.

The company's Process Equipment
segment provides products and services
for processing and handling large
quantities of solids, liquids and gases
Products for solids processing include
crushers, vibrating screens, grinding
mills, kilns, coolers, converters, furnaces
and pelletizing equipment for the iron
ore and chemical industries

Liquids processing equipment
includes industrial and custom pumps,
valves, hydraulic turbines and pump
turbines. Allis-Chalmers is a world
leader in turbine technology, having
installed more than 12,000 hydraulic
turbines totalling 60,000 megawatts, in
the U.S. and 36 other counties. Material

handling and agricultural equipment are
other major product groups.

Allis-Chalmers products are available
all over the world through independent
dealers and company-owned subsidiaries.
For more information write:
Allis-Chalmers Corporation, Milwaukee,
Wisconsin 53201, U.S.A.

ALLIS-CHALMERS
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Computers take the lead as US
firms receive licenses to sell mili-
tary support equipment and
dual-use technology to China
under “P” category export
procedures.

Dual-Use

Technology

Sales

Karen Berney

Only six months ago, the Carter Ad-
ministration’s official position on tech-
nology transter toward China hinged
on the principle of evenhanded treat-
ment for Moscow and Beijing. Then
came the Soviet Union’s invasion of Af-
ghanistan, followed by Secretary of De-
fense Harold Brown's policy statement
in January, which said the US would
consider on a case-by-case basis sales of
dual-use technology and military sup-
port equipment previously denied to
China.

This policy shift recently led to the
major transfer of the PRC from the War-
saw Pact Country Group “Y” to a new
Country Group “P” in the Department
of Commerce’s export control regula-
tions, which administer the sale of dual-
use technology and products to the
communist world (see Export Admin-
wstration Bulletin, no. 205, dated June 9).
The change marks the formal US aban-
donment of the principle of “even-
handed” treatment in conducting trade
with China and the Soviet Union.

That the US is willing to act upon its
new policy was further demonstrated at
the conclusion of Vice-Premier Geng
Biao’s recent visit to the US, when the
Pentagon issued a May 29 news release
announcing that American companies
had received official approval to open
negotiations on specific military sup-
port articles covered in the six categor-
1es of the Munitons Control List made
available to China in March (see CBR,
Mar.~Apr., 1980, pp. 8-9, and Munitions
Control Newsletter, no. 81).

The military support  equipment
could amount to contracts worth hun-
dreds of millions of dollars, and in-
cludes air defense radar, radio and
tropospheric communications  equip-
ment, transport helicopters, truck trac-
tors, and electronic countermeasure
devices. A sale of any item on the muni-
tions list exceeding $35 million is sub-
ject to the provisions of a US Foreign
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Military Sale (FMS), whereby the exec-
utive branch of government becomes
the transacting agent and notifies Con-
gress, which then has 30 days to pass a
concurrent resolution disapproving it.
Currently there is a move underway in
the House to lift the ceiling on com-
mercial military sales to $75 million.

In their enthusiasm to make sales,
some US companies have not adhered
to the guidelines established in Muni-
tions Control Newsletter, no. 81, which
forbids Beijing from purchasing often-
sive military items from the US. The
Office of Munitions Control recently
was forced to turn down company re-
quests to launch discussions on night-
vision laser devices used on armored
vehicles, inertial navigation systems,
airborne radar, and fire control svstems
for jet fighters.

Despite official statements that the
US has no intenuon of transferring
lethal military technology and hard-
ware to the PRC, the simultaneous visits
by three high-level Chinese delegations
to the largest US defense suppliers this
spring suggest a more flexible and
open-ended The Chinese
groups, including one led by four star
general and vice-chief of the general
stalt, Lin Huaqing, were given access to
the Westinghouse 'TPS-143 radar facility
in Baltimore; AM General Corpora-
tion’s tactical wheeled vehicle plant in
South Bend. Indiana; General Elec-
tric’s military engine factory in Lynn,
Massachusetts; and  Honeywell  and
[BM computer manufacturing centers.

position.

The Meaning Behind “P"

The P category designation means
that the upper bounds on the technical
criteria used to evaluate Group Y ex-
port applications no longer apply 1o
China. Under the more liberal restric-
tions, the Pentagon announced on May
29 that it had approved several export
license applications for the sale of dual-



use pi'udn( ts on the Commerce Depart-
Commodity  Control  List.
Among these was a license to Bell Heli-

ment’s

copter, which was thought to have sewn
up a deal to manufacture its civilian
model 212 helicopters at the Harbin
Aircraft Factory. CBR has learned that
Bell has lost this deal to France's state-
owned Societe National
Aerospatiale, which apparently  was
able to offer more attractive terms

Industrielle

across the board to the China Aero-
I'echnology ITmport-Export Corpora-
tion. Other dual-use items cleared tor
export include computers with metal-
refining and petrochemical applica-
tons, and security  communications
equipment, such as teletypewn iters, for
installation in the Chinese embassy and
consulates in the US.

At the same time, China will not be
treated as liberally as the ASEAN coun-

tries and Taiwan. Under the Taiwan

Relations Act, passed after US-PRC
normalization, Taiwan has been granted
congressional approval to make arms
and support equipment purchases to-
taling $699.6 million. This includes a
$280 million FMS approved in January
for 1,113 TOW antitank missiles, 284
CHAPARRAL low-level air detense
missiles, and 280 HAWK surface-to-air
missiles. These types of defensive wea-
pons are not available for export to Bei-
jing. A lower sales cetling and stricter
technical definition of the island’s “de-
fensive needs” may limit arms transters
in the future if Sino-American security
relations improve.

As US companies begin to submit
applications to conclude dual-use con-
tracts with the PRC, licensing officials
will be spelling out new technical spec -
fications and parameters on a case-by-
case basis. This may slow down the pro-
cess in the short run, but once new tech-

nical standards are set, the licensing
process may speed up.

Opportunities Broaden: Computers

Computers appear to be the main
dual-use item China currently 1s seek-
ing to purchase. One US firm has just
received official approval to assemble
computer circuits in China, and at least
three other precedent-setting compu-
ter cases are pending.

e Prime Computer Co. 'The Bel-

jing Institute of Aeronautics and As-

tronautics (BIAA) recently ordered a
Prime 650 digital computer whose per-
formance and generation is compara-
ble to a DEC VAX 11/780. Although
the $400,000 machine has never been
exported to a communist  country,
Prime does not anticipate a problem in
securing an export license since the in-
stitute has shown extraordinary care in

complying with an official end-use

Military aircraft recently seen by the delegation from the Chi-
nese Society for Aeronautics and Astronautics, May 1980.
Clockwise from upper left: EF-111A; EA-6B Prowlers; F-14
Tomcat; E2C Hawkeye; and Boeing 234 Chinook.
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statement. According to the director of

the BIAA, the computer is slated for
educational training in aircraft design.

® Burroughs Since March, the com-
pany has been waiting for the approval
of its application to export the B-6300
mainframe system, purchased by the
UN Development Program for installa-
tion in Beijing. The case is unusual in
that it is the first time a US computer
manufacturer has requested a license
for a system that will have multiple
Chinese end-users. In addition, the
PDR (processing data rate), the stan-
dard used by the Commerce Depart-
ment and COCOM for refusing or ap-
proving a computer sale, 1s nearly twice
as powertul as those of the few large US
computers Beijing has been allowed to
buy 1o date.

¢ Honeywell Information Systems
Included on Vice-Chief of Staff Liu
Huagqing’s itinerary, Honeywell is hop-
ing to conclude an agreement calling
for the transter of manutacturing, soft-
ware, and training capabilities to a wire
plant in Beijing specializing in tele-
phone-switching gear and computers.
Under licensed production, the plant
would  manufacture about  sixty-six
large-scale (50-level) digital computers
and six (200-level) minicomputers a
vear. The proposal, worth about $100
million. will be presented in Beijing this
tall it a technical data export license is
approved.

Potential Military Trade: Support
Equipment and Weapons Systems

China’s successful launch of two
ICBMs with a maximum range of
12,000 kilometers (the missiles were
tested only at 9,000 km) into the South
Pacitic, and plans to build ten this year,
suggest Betjing's reevaluation of its im-
mediate defense requirements.

Current priorities in China put mili-
tary modermzation behind the devel-
opment of agriculture, and light and
heavy industry. But in the 19805 de-
fense may receive a somewhat higher
priority. Chairman Hua Guofeng hinted
as much in Tokyo May 29 when he told
Japanese reporters that China wants to
“break the superpowers’ monopoly on
nuclear weapons,” and is developing a
small amount of strategic arms to cope
with potential military threats.

China recently made its first wea-
pons-related purchase, its first since the
sale ol Spey engine technology from
the UK in 1975, The deal, worth $2.26
million for British Marconi Space and
Defense Systems. is for the delivery of

R AR R A R P e T R LR T TS e e el I e R T

CHINA REEQUIPS OLD JET FIGHTERS,
PLANS MASS PRODUCTION OF F-8s

Since the Chinese border conflict with Vietnam a year-and-a-half
ago, Soviet airforces in the Far Fast have been reinforced by new
MiG jet fighters, while its Pacific fleet has been strengthened by new
cruisers armed with surface-to-surface missiles. These develop-
ments have not gone unnoticed by the Chinese organization respon-
sible for drawing up weapons production plans, the National De-
fense Industries Office, which is under the policymaking Military
Affairs Commission.

The Shenyang aircraft factory of 11,000 employees, which turns
out 300 F-65 (MiG-19s) per year, 1s now getting ready to halt produc-
tion in order to phase in assembly of a new jet fighter, modeled on
the conspicuously non-Soviet Mirage 2000. Powered by a Chinese
turbofan engine and carrying air-to-air missiles, only two to four of
these sophisticated jets exist. Flight stability and control are still
problems, butif solved. the F-8 could be put into mass production by
the end of the year.

In a related development, three leading British avionics firms, Fer-
ranti, Marconi Space and Defense Systems, and Rediffusion Redi-
tune, are known to be talking to Third Ministry about a service
contract for reequipping China's aged fleet of F-7s (MiG-21s) with
new flight controls, weapons delivery, and radar systems. The charge
per plane is about $500,000.

The Eighth Ministry of Machine Building will be responsible for
mounting China's R&D effort on cruise missiles, whose alternate
modes of deployment include launching via ships, aircraft, and
fixed or mobile land bases. It is also specializing in major tactical
missiles except for air-to-air ones, which are under the domain of

the Third Ministry.

five FACE (field arullery control equip-
ment) to the Fifth Ministry of Machine
Building. The computerized control
equipment is used in Land Rovers for
aiming quickly and precisely, 214 guns a
a tume.

While Secretary of Defense Brown
insists that security cooperation with
Betjing will not be expanded to include
US sales of lethal military gear, US allies
are marching to the beat of a different
drum. On a five-day visit to Beijing last
March, Britush Defense Minister Fran-
cis Pym told his Chinese counterpart,
Xu Niangqian, that Britain wanted “to
see a major expansion in Sino-Britsh
avilian trade,” and also was prepared
“to supply a range of miliary equip-
ment,” including the Harrer jump jets
and antitank rockets.

But his willingness to negotiate the
sale of Harriers did not result in an
order. and talks ended on a discourag-
ing note with the two parties reaching a
mutual understanding that China must
first establish an order of priorities for
buying defense equipment.

Since then, it appears that those pri-
orities have been set. And they do not

The China Business Review / July-August 1980

bode well for America’s competitors in
Europe. After substantial exposure to
Western arms and aerospace companies
and consultations with numerous de-
fense experts, Beying apparently has
decided to turn to the US for help in the
task of modernizing its armed forces.
The prime mover behind this decision
is the Third Ministry of Machine Build-
ing, which after years of cooperation
with Rolls Royce seems convinced that
the world’s most advanced aerospace
technology resides in the US,
Grumman’s $20.6 million F- 14 fight-
er, A-6 all-weather attacker, and E2¢
carly-warning  radar plane, tor in-
stance, were found worthy of copious
notetaking by PRC aeronauucal spe-
cialists who toured the company's
Bethpage and Calverton facilites on
Long Island in May. Also on the itiner-
ary of the ten-man team from the Chi-
nese Society for Aeronautics and  As-
tronautics was a stop at Lockheed's mili-
tarv-industrial complex in Marietta,
Georgia, and the facilities in Philadel-
phia ol Bocing Vertol, which has just
received an invitation from the Third
Ministry to stage a technical seminar in
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Beijing on the international version ofits
Chinook-47 multipurpose helicopter.

Judging from reactions of the dele-
gation to their observations and subse-
quent discussions with US officials con-
nected with the parallel visits of Messrs.
Biao and Liu, China is less interested in
the Lockheed C-130, British Harriers,
or the French Mirage 2000 interceptors.
One high-ranking Chinese aviation ex-
pert, referring to China's defense
needs in general, remarked “Our most
urgent priority is for advanced jet
fighters.” He smiled and added, “but
we are willing to be patient.”

A State Department spokesman, who

confirms that senior Chinese defense
officials assign primary importance to
acquiring modern combat aircraft, said
antitank weapons are next in line. Also
he casually noted that the US never be-
gins a bilateral security relationship
with a friend (e.g., Egypt) by supplying
it with lethal weapons.

For the past year, Beijing has been
considering either McDonnell Douglas
or Boeing as a possible partner to de-
velop the DCY Super 80 or 737, respec-
tively. A recent deal calling for McDon-
nell Douglas to buy up to 200 landing-
gear doors for 100 Super 80s ata cost of
52 million from the Shanghai Aircraft

1990s.”

produced at Shenyang.

for engines

technology.

GE’S PATIENT APPROACH

According to one communications specialist who just returned
from Beijing, only those American companies that engage in a
“long, slow, and steady flirtation with the Chinese in the 1980s will
have the chance to crack its direct market for foreign goods in the

One US company, General Electric, has the rightidea. Its officials
are now engaged in extensive meetings with representatives of the
Shenyang Aero Engine Factory to spell out the details of an agree-
ment whereby GE will pay cash for two basic engine parts to be

Clearly, the deal is advantageous for China. The factory not only
will ecarn foreign exchange, but will receive the necessary drawings
and specifications for building high-quality engine parts.

What is GE’s motivation? In the words of one company executive,
“this is not an order that will make either you or us rich and success-
ful, but rather is a step toward future cooperation.”

For the latter half of the decade GE forecasts a growing demand
a demand which it will be unable to satisty unless GE
acquires additional productive capacity. Hence, GE is looking for
foreign partners with advanced manufacturing skills and access to
financing and raw materials. China’s Shenyang factory has been
selected as a possible candidate for cooperative production of GE’s
commercial CFM56 engine which powers the DC-8, KC-135, 707,
and potentially the Boeing Twin, DC-9, and European A300 B11.

Under the terms of one such agreement GE has furnished blue-
prints, industrial know-how, and training to an Alfa-Romeo plant
which invested $12 million to produce a component of the CT7
turboprop helicopter engine. The one part represents 3 percent of
the engine, so if the CT7 is marketed successfully, the Italian com-
pany will be entitled to 3 percent of all sales.

By forging a close business relationship with China today, GE
hopes later to have the China Aero-Technology Import-Export
Corporation ink its signature on a cooperative production contract.
This not only will guarantee GE asource of additional engine output
in a time of demand exceeding supply, but also will give itan edge in
competing for a share of China’s engine market.

For China, the incentive is one of money and technology. Accord-
ing to GE, it can cost up to $1 billion to design, develop. and put a
new engine into production. If China can fit GE’s technology into s
existing assembly lines it will forego this initial cost. Moreover, it will
need to invest only $5 million to acquire GE’s advanced jet engine
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Factory resembles GE's patient strategy
of moving an inch to advance a foot.
Moreover it suggests that Douglas has
the inside track on a licensing and co-
production arrangement.  Another
point in the firm'’s favor: it is the Penta-
gon’s largest defense contractor, and
has experience in producing its military
planes abroad, including the F-15 now
being built under license in Japan.

Thus, until the timing is right, China
is focusing on the civilian side of its
aviation industry not only in the air, but
on the ground as well. Very near to
being approved by Beijing and Wash-
ington is a deal between the CAAC,
China’s national airline, and Interna-
tional Aviation Systems, a consortium
of seven US firms, to provide China
with all of the equipment and technical
services to install, operate, and main-
tain a state-of-the-art air traffic control
at three major airports.

The Overall Outlook

President Carter’s brief July 10 meet-
ing with Premier Hua Guofeng in
Tokyo underscores the interest of both
countries in strengthening political and
strategic cooperation. Already planned
for September is the arrival of a delega-
tion from the PLA’s logistical services
department to learn how the US armed
forces make
and keep track of maintaining and re-
pairing their arsenal. A month later, a
group from the PLA’s military acad-
emy is scheduled to repay a visit from
the US National War College. Still on
the agenda is a trip to China this fall by

procurement decisions

Gerald P. Dinneen, undersecretary for
research and engineering. who will fur-
ther elaborate just how far the US will
go in transferring dual-use technology.
This will be followed by a NASA-
hosted vice-ministerial delegation from
the Third Mimstry.

Where are we heading within this
context of regular contact, dialogue,
and exchange between the American
and Chinese defense establishments?
Perhaps in a year or two the US will be
ready to provide Betjing with suc h de-
fensive weapons as the FX fighter, a
spin-oft from the F-5 specifically de-
signed for export. Neither a US nor a
Chinese official disputed this observa-
tion. But for now, the US and Chinaare
friends, not allies, and the US neither
sells arms to China, nor engages in joint
military planning because, as stated by
Assistant Secretary of State Richard
Holbrooke: “the international situation
does not jusufy our doing so.” =
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® A unique guide to the first U.S. National Exhibition in the People’s Republic of China

® Uselul binder format with detachable guide map of Beljing and handy bi-lingual
Chinese/ English address cards listing dozens of key destinations in and around Beijing
® Guidelines on planning, implementing and exhibition follow-up, including:
The role of exhibitions in the China market
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¢ China Consultants International (Hong Kong) Ltd. are contractors to the U.S. Commerce Dept.
for translation and printing of the official U.S. Exhibition catalogs
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International (Hong Kong) Ltd.
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o Busessin Chma ' .
Go in with our knowledge on your side.

China’s modernisation is re-opening the approaching the new market, and our Business

bridge between Western technology and the Profile on China is just one example of the
needs of an enormous market. Getting business specialist information we can provide.

in the new market is not easy. It calls for the Contact us at China Desk, The
guidance of an organisation where speed of Hongkong and Shanghai Banking Corporation,

decision and modern technology are backed by a 1 Queen’s Road Central, Hong Kong, or
century of experience in the China trade — The through any of our 400 offices in more than 40
Hongkong and Shanghai Banking Corporation.  countries.

Contact with The Hongkong Bank gives

you immediate access to the full range of
international banking services from loan The Hongkong Bank .
syndication, long-term financing and joint The Hongkong and %htﬂ%hﬂl.l‘ankmg Corporation
1 ~ 1 ubsidianes:
ventures, to detailed utade c!ouqmentanon. The British Bank of the Middle East
Our China Desk based in Hong Kong Mercantile Bank Limited
can advise you on strategy and tactics for Wardley Limited

Consolidated Assets at 31 December 1979 exceed US$25 billion.

B11638 CH.362.80

28

The China Business Review / July-August 1980




CHINA'S
PETROLEUM

ORGANIZATION
& MANPOWER

InCluding Dissemination
of Technology in China

By Jeffrey Schultz

Highlights of the report include—
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e petroleum production units and their role in
technology dissemination
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The Uncertain Winds
of Countertrade

Two vears after the term made its

unwelcome entry into the language of

US-China business, “countertrade” con-
tinues to spark much conversation—
and confusion—among US companies.

A typical phone call on the subject
goes something like this:

Company A: “Now first oft, let's make
sure what you're talking about when
you say ‘countertrade’ Buying
something back? No, we're not doing
anything like that. The Chinese really
don’t have anything we know of we
could use in our business. Of course if
we could find something on down the
road of high quality at a reasonable
price. maybe we'd take another look.

“But wait a minute. I was talking to a
guy just the other day who might have
some kind of countertrade deal going
on. Seems he’s buying back hog bristles
or something ..."

Company B: “Hog bristles? That's the
first I ever heard of it. We are talking
with the First Ministry of Machine
Building about a deal—which | cant
comment on right now—but it’s strictly
cash on the line. We're not about to get
involved in any countertrade until
we're sure of the Chinese's intent. How-
ever 1 do know of one company that’s
discussing a deal .. ."

The truth of the matter is that few
countertrade deals are actually in the
works. Despite the fanfare over China'’s
need to finance foreign purchases with
compensation trade, and US firms’ in-
itial aim to make the China connection
on almost any terms, countertrade
fever has cooled. Only a few more
countertrade deals are being made now
than in the 1960s and early 1970s, when
Fiat, for example, accepted hams,
Volvo took tea, and Toyota agreed o
take rugs as partial payment in their
deals with China.

[t appears US firms seldom have any
use for the types of goods handled by
the particular ministry or foreign trade
corporation arranging the deal. And
goods which might be acceptable in re-
turn often are handled by another
ministry. Notwithstanding some strides
toward decentralization and better
local coordination, close bureaucratic
cooperation between ministries and
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their local bureaus is rare.

Of late it has become painfully appar-
ent that “the Chinese are not organized
to do countertrade in any volume,” one
China trader remarks. And the not-so-
farfetched thought of taking beads for
blasthole drills, as an example, has

frightened many US firms right out of

the market.
Countertrade works best, when it

works at all, if it combines some type of
technology transter with the buyback of

made-to-order goods (and, if possible,
overall financing on the Western end).
Usually this involves a US firm building
or updating an existing plant in China
and taking partial payment in resultant
products.

To date, the biggest such compensa-
tion trade deal between the US and
China involves the buvback of goods
worth $125 million. Container Trans-
port International, Inc. (CTT) signed a
three-party agreement in February
1979 with MACHIMPEX and Civet In-
vestment Company, Ltd., a Hong Kong
finance company, to establish China’s
first marine container factory at a ship-
vard outside Guangzhou. The plant
should go on line in September. CTT,
whose business is leasing cargo con-
tainers, agreed to handle all the details
of putting the plant in operation in ex-
change for a fixed price on 50.000 con-
tainers for the first five years* Every-
thing for the factory came from outside
China’s borders—machinery, fixtures,
tooling, handling equipment, em-
ployee training, steel for the contain-
ers—even the financing, which Civet
arranged. If all goes as planned, CT1
should profit handsomely from send-
ing China a new facility and matching
skills; the company has exclusive rights
to purchase and market the containers
where demand is soaring.

The CT1 contract materialized in just
a few months, although the company
had been investigating leasing or buy-
ing Chinese containers for several years
prior to consummating the MACHIM-
PEX deal. A far more typical case is the
time-consuming experience of the Ful-
ler O'Brien Corporation, whose recent
signing of a countertrade deal took five
full years of hard work.

“We'd been going over this since
1975, remarks Managing Director Jim
Story. “We'd gone down a lot of wrong
alleys. We went to the [Guangzhou]
Trade Fair, we wrote a thousand letters.
We were going through all the motions,
but it seemed we never saw the proper
people until we hosted a group of
Chinese in our plant here.”

As a result, Fuller O'Brien arranged
an average-sized countertrade deal
(“way under a million dollars" says the
company president) to supply technol-
ogy and equipment for a paint and
coating operation near Beijing. The
three-year interim agreement provides
that Fuller O'Brien be paid in kind for
its equipment and design/engineering
services with a limited line of the result-
ant paint, which the company then will
market under its own label in Southeast
Asia. Additional payment, says Story,
will come from a percentage fee tacked
onto the sale price of China’s paint at
the international location. Fuller
O’'Brien arranged the financing for the
plant, which should start up this fall.

Both Fuller O'Brien and CTT count
themselves among the lucky companies
who have some quality control over
their buybacks. Design and durability
rank as the top two concerns of any
company marketing goods under its
own name, and until recently the
Chinese often balked at the idea of for-
eigners overseeing their work.

To avoid plunging into the manage-
ment area too soon in the game, many
companies are opting for smaller deals
at a lesser risk. For example Unit Rig
has just initialed a countertrade deal
with the Ministry of Metallurgical In-
dustry to supply off-the-road dump
trucks for coal and iron mining, in re-
turn for a dollar volume of Chinese-
made mining machinery parts. “Our
philosophy is to keep it simple,” says the
company’s Erast Borissoff, adding that
long-term quality is an concern.

“You may have a piece of equipment
that looks fine on the outside.” he says,
“but in time the casting wears out and
vou discover that inside it looks like
Swiss cheese.”

Quality control, labor concerns, fi-

nancing, marketing problems, in-
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creased competition—these are just a
few of the worries that have checked
many companies’ movement toward
countertrade. Robert Skibinski of the
Thurman Scale Company adds pricing
to the list. In discussing a technology
transfer and purchase of auto dial
heads with a group in Beijing, he says,
“the biggest problem became the value
of the equipment. You say it's worth so
much, and they come back and claim
they could get so much more for the
same price somewhere else.”

Negotiators may end up sitting for
hours with their arms folded tight. Ron
Alonso of Kohler fears having the
company’s trade secrets copied. “You
could sell to them once or twice, and
then you're out of the market” he
complains (see CBR, May—June, 1980,
pp- 58-59).

In the minds of most businesses,
countertrade means little more than a
show of good faith. “A necessary evil "
one trader calls it. “Just a foot in the
door]” another man says. Recently
Black & Decker offered China a slightly
larger scoop of goodwill than most, by
ordering some $350,000 worth of ball-
bearings and drill bits from the Shang-
hai Tool Works, in the hope of receiving
payment through countertrade. Ac-
cording to B&D's George Allen, the
Chinese have promised to order an
equivalent amount of power tools in
return.

Despite the obstacles—and in part
because of them—some US companies
are finding it advantageous either to es-
tablish their own trading companies
(McDonnell Douglas, Coca-Cola, Rock-
well International, Ford, and General
Motors, to name a few) or contract the
services of an outside trader. Few com-
panies have any compensation deals on
paper right now. Most are testing the
trade winds as China reassesses its
needs and trade mechanisms, or else
they're sitting back and waiting in the
unlikely event the whole countertrade
issue will blow over.

Most China traders, however, seem
to think that countertrade is here to
stay, at least on a modest scale. They
point to China’s continued reliance on
cash or deferred payment for top-
priority purchases, while saving coun-

tertrade for the remainder. A

*According to CTIs Jerome Sullivan, his company
has the right to purchase the first 50,000 coptainers
produced by the plant, or 1o opt for 10,000 a year
for five years. If the plant falls short of its quota
CTlcan take its purchase in the sixth year of opera-
tion; if it produces in excess, CT1 may buy addi-
tional containers at the agreed-upon price.

The China Business Review / July-August 1980

A COUNTERTRADE GLOSSARY

China traders often speak in several tongues, even when they're trying to
communicate on the same subject. Take countertrade for instance. Beneath
its umbrella stands a host of interrelated trade terms—all with their own
specific meanings—which more often than not become muddled and mis-
used in the language mix. :

Countertrade. This general term refers to any transaction that links
capital imports to future deliveries of export goods. Under such a contract
the Western company sells technology, services, plants, or equipment to
China, and contracts for an agreed-upon percentage of Chinese products as
part of the deal. Countertrade transactions normally take two forms: com-
pensation and counterpurchase.

Compensation Transactions (or Buy-Back). Under this arrangement, the
imported technology or equipment is paid for with goods resulting directly
from that technology. For example an American tractor manufacturer may
supply a factory to the Chinese and take payment in resultant tractors. Or, in
the case of the skyscraper deal recently proposed to Guangzhou by the New
York firm, Donaldson Lufkin & Jenrette Securities, Inc., partial payment for
constructing the twin towers could come from the leasing rights to a number
of the resulting rooms.

Within this category of compensation trade, the Chinese draw a distinc-
tion between buchang maoyi, or compensation trade narrowly defined, and
lailiao jiagong, or “processing of imported (raw) materials.”

The former involves a transfer of foreign equipment or technical services
to a Chinese firm, to be paid in cash under some deferred payment format,
or by future goods; but in all instances the form of payment for the equip-
ment or services is explicitly discussed in the contract.

Lailiao jiagong theoretically commits the foreign vendor to supply only
material for processing. In reality it may involve free equipment and know-
how, contributed by the foreigner as a “sweetener.” The Chinese may indi-
rectly acknowledge the gift in reduced rates, but the contract normally
makes no reference to any initial contribution.

Counterpurchase. More desirable but less available than compensation, a
counterpurchase transaction allows the company selling the technology or
equipment to secure a percentage of payment in unrelated Chinese goods.
Separate yet linked contracts (signed concurrently in most countertrade
deals) could allow the American firm to export textile equipment and take
an amount of bauxite, for instance, in return. Obviously the lack of a direct
linking mechanism between the various ministries and FT'Cs makes such
deals difficult to arrange. :

Co-production. To guarantee the Chinese some direct involvement in
the production of goods being purchased, each party agrees to produce
parts for the assembly of the end-product. Generally the particular com-
ponents are matched with the skills and resources of each producer.

Joint Production. A step beyond the last arrangement, joint production
more than likely involves technical cooperation and technological exchange.
Often both partners produce parts, while one trains and supervises the
other’s work and oversees the overall assembly process. Under such an
a{:'eement an American construction company could cooperate with the
Chinese on construction of a hotel, and also help train the workers in areas of
operation and management. The US firm makes no equity investment, as in
a joint venture.

In most of these transactions the parties sign two linked contracts and
make the initial payments in cash. Such an arrangement differs from barter,
which involves a direct exchange of goods, usually of equal value. Switch
transactions, which frequently but incorrectly are lumped under counter-
trade, involve a much more complicated use of clearing currencies between
three parties, one of which has a deficit in its clearing account with China.
Through a middleman, such as a trading house, that surplus is used by
China to settle an account with the US exporter.

Other terms constantly are creeping into the countertrade language, even
though in China the trend tends toward simplifying the language. Accord-
ing to the Commerce Department’s Pompiliu Versariu, who recently re-
turned from discussions in China on countertrade, the Chinese have nar-
rowed their vocabulary to two terms: direct compensation, involving partial
payment in resultant goods; and indirect compensation, a less common ar-
rangement, under which the Westerner receives partial payment in unre-
lated Chinese goods.
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Joint Ventures:
Why US Firms Are Cautious

The initial enthusiasm of US com-
panies for joint ventures in China has
diminished considerably. As of late July
only about ten US firms are involved
in serious joint venture negotiations
with Chinese entities, out of a total of
150 deals under discussion mainly with
Japanese, Hong Kong, and West Ger-
man companies, according to an official
in China's Foreign Investment Control
Commuission (FICC). The ten US com-
panies include Xerox, GM, SmithKline,
and E-S Pacific, the official said.

To date six joint ventures have re-
ceived final approval by FICC, which is
required to approve all joint ventures
according to Article 3 of China's Joint
Venture Law promulgated last July 8.
These are:

¢ the Changcheng (“great wall”) Ho-
tel, a 1000-room, $72 million hotel in
Beijing’s northeast Chao Yang district,
a joint venture between the E-S Pacific
Development and Construction Com-
pany and the Beijing branch of China
International Travel Service. Since the
parties do not own equity in the hotel, it
is not a joint venture, nevertheless
FICC continues to refer to it as such
because the hotel is an independent le-
gal entity involving joint management;

e the 528-room Jianguo (“national
construction™ Hotel, between the Zhong
Mei Hotel Development Venture, Lid.,
of Hong Kong (US owned), and the
Beijing branch of China International
Travel Service:

» the Beijing Air Catering Company,
a joint venture between China Air Ca-
tering (set up by the Hong Kong Land
subsidiary Dairy Farm, Bank of East
Asia, and Jamestown Investments), and
the Beijing Division of the General Ad-
ministration of Civil Aviation of China
(CAAC);
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“The poor lines of communication,
the competition between
ministries, and the lack of an
experienced bureaucracy, is a
millstone around the necks of
China’s negotiators.”

—vice-president of a
West Coast manufacturing firm

e China-Schindler Elevator Com-
pany, Lid., a $16 million venture be-
tween Schindler Holding AG of Swit-
zerland, Jardine Schindler (Far East)
Holdings SA of Hong Kong, and China
Construction Machinery Corporation;

e a %13 million cashmere sweater
manufacturing joint venture between
Toyo Boshi Kogyo of Japan and its
Hong Kong partners Rawcott Interna-
tional and Peninsula Knitters, and
three knitting and woolen plants in
Urumgi, the capital of Xinjiang Prov-
ince; and

e a hotel joint venture between Yick
Ho of Hong Kong and the China In-
ternational Travel Service.

Holding up matters is the need for
supplementary legislation dealing with
the ambiguities of the July Joint Ven-
ture Law. Laws gm‘cming income tax,
personal income tax, foreign exchange
controls, patent and copyright guaran-
tees, and company regulations—all or-
iginally set to be published in early 1980
are now unofficially scheduled to be
released in August.

More basic than the unresolved legal
questions, however, are problems of an
economic nature. Chief among these is
the difficulty of finding a suitable fac-

tory in China that would serve as a re-
liable, long-term business partner.
Among the key problems mentioned by
US executives:

Chinese enterprises seem to pay insuffi-
cient attention to consumer satisfaction.
This is particularly troubling to US
firms willing to set up joint export ven-
tures, but who really desire to sell do-
mestically. Since the Chinese partner in
a joint venture would be mainly respon-
sible for domestic marketing, US com-
panies are concerned with the PRC
managers’ lack of emphasis on quality
control, maintenance and the provision
of spare parts, and promotions. All are
essential ingredients for a successtul
long-term penetration of the Chinese
market.

Factories selected by Beijing minastries for

joint ventures often lack infrastructure. US

companies naturally seek partners that
enjoy adequate transportation, water,
and electricity, among other services.
But Chinese planners often pick sites
with poor infrastructure facilities, in
order to stimulate new investments. Al-
though a sound development strategy
in theory, the end resultis often to drive
the US company away, particularly if it
is expected to pay for the improvements.

Chinese factories sometimes tolerate ha-
zardous levels of pollution. The negotiator
for a West Coast manufacturer said that
his company would not consider form-
ing a joint venture with a Guangdong
factory selected for them because it was
a pollution “timebomb.”

Managers of Chinese enterprises have
very little authority. For example, Chinese
managers cannot deal directly with sup-
pliers, except in a few experimental en-
terprises (CBR, Jan.—Feb., 1980, pp. 68—
69). The managers deal with shortages,
when they occur, by manufacturing in-
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puts with their own auxiliary work-
shops. These produce essentials such as
bolts, spare parts, and simple equip-
ment. So the question becomes: will
joint ventures have to set up similar
workshops in order to ensure a con-
stantand high level of plant utilization?

Factories in the PRC also maintain
teams of purchasing agents, or cai gou
yuan, who arrange (quasi-legal) barter
deals that obtain materials desperately
needed by plants, in exchange for goods
or favors for other factories. Will joint
ventures have to participate in this sys-
tem? Can a partly foreign owned factory
in China play the game as well?

Chinese factories are burdened with ex-
traneous responsibilities. Large plants in
particular are expected to function as
units of urban administration, and pro-
vide housing and schooling for their
employees and their dependents. On
occasion they are asked to provide la-
bor, equipment. and vehicles for civic
projects as well.

In China all major management decisions
must be cleared with a factory's communast
party commattee, and by the local imdustrial
bureau responsible for drawing up and su-
pervising the factory’s annual plan. These
industrial bureaus have grown in pow-
er due to the central government’s re-
cent policy of decentralization. As a re-
sult, factory managers reportedly have
suffered a real loss of authority because
their bosses now are close at hand—
looking right over their shoulders—
and not supervising from far-away
ministries in Beijing.

The management ground rules under
which Chinese enterprises operate are in a
state of controversy and flux. Hence, US
business people are reluctant to recom-
mend that their companies set up joint
ventures under such conditions.

A vivid description of the current po-
licy free-for-all in China appears in a
June 10 People’s Daily article by the noted
economist Xue Mugiao. The debate
concerns prices, according to Xue.
Should they be fixed by the govern-
ment or by some future market mech-
anism? This debate originally took place
among planners, since factories cannot
set their own prices. Then management
1ssues entered the debate, since under
China's current pricing system the prices
of state plan items are set by the State
Council’s Bureau of Prices, with the re-
sult that some enterprises are making
huge profits—not because they are well
managed—but because the planning
authorities set their prices very high.
This has brought the tax collectors into

the debate. The reason: China's Mini-
stry of Finance wants enterprises that
make large profits to pay proportion-
ately higher tax rates. With the issues of
prices, profits, and taxes still up in the
air, China's regulations on joint ventures
can be issued in 1980 only if they are
clearer and more specific than the avail-
able patchwork of decrees governing
China's own domestic industry.

After taking a dispassionate look at
the realities of factory management in
China, many US companies are appre-
hensive about a joint venture's board of
directors which, regardless of its pow-
ers on paper. may not have the inde-
pendence necessary to function profit-
ably and to guarantee a quality product.

Finding the Right Formula

But every pessimist generates a mar-
ket opportunity for an optimist, and the
China market is no exception. While
some companies hold back, others keep
looking for new approaches to joint
ventures that bypass some of the afore-
mentioned problems.

One approach has been to set aside
the ambitious idea of building an inte-
grated plant in China and to think in-
stead in terms of setting up a single
process. Advocates of this strategy sav
that the peculiarities of a company’s
technology and processes—when pro-
perly selected and applied—might vield
a profit under Chinese conditions if the
less suitable parts of the production
process are kept in Japan, Hong Kong,
or elsewhere. Deals under discussions
of this type tend 1o be joint ventures
that:

e are relatively small;

e are export oriented, or earn for-
eign exchange from tourism:

e can pay tax rates of about 35 per-
cent, wages at least 50 percent above the
average Chinese rate, and land rents of
atleast $1 per square foot per vear (these
are terms embodied in the joint ven-
tures approved to date, and in prelimi-
nary contracts that have been published):

e can start production in two vears
or less, and amortize the original invest-
ment, plus make a profit, in less than
ten yvears (the duration of the first three
joint ventures to be approved was eight
to ten vears, although the China-Schin-
dler elevator manufacturing deal 1s for
20 years);

e utilize the existing labor force and
technical personnel:

e can operate at a substantially lower
capital-labor ratio than would be pro-
fitable in the US;
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e are prepared to make part of their
equity contribution in cash;

e rely on inputs readily available lo-
cally, perhaps even in the same county;
and

e have the wholehearted support of
local officials.

A more common approach has been
to go slow on joint ventures while ex-
ploring simpler, more immediate op-
portunities for sales and cooperation in
the expectation that a joint venture will
develop out of an existing arrange-
ment. Fuller-O’Brien Corporation, for
example, has signed two paint manu-
tacturing deals—one a compensation
trade agreement in Beijing, and the
other a processing agreement in Guang-
zhou. Company officials point out that
these may lay the groundwork for a
joint venture, and in the meantime
show good faith and continued interest.

z
RMB: DOLLAR RATES AS OF
JULY 8, 1980
RMB/ USe/
uss RMB
May 13
Bid 1.4944 66,9165
Offer 1.4870 67.2495
Median 1.4907 67.0826
May 23
Bid 1.4855 67.3174
Offer 14781  67.6544
Median 1.4814 67.4855
May 24
Bid 1.4766 67.7231
Ofter 1.4692  68.0643
Median 1.4729 67.8933
.Ma_y 30
Bid 1.4825 67.4536
Offer 1.4751 67.7920
Median 1.4788 67.6224
June 6
Bid 1.4751 67.7920
Offer 1.4677 68.1338
Median 1.4714 67.9625
June 14
Bid 1.4589 68.5448
Offer 1.4517 68.8848
Median 1.4553  68.7144
June 17
Bid 1.4648 68.2687
Ofter 1.4574 68.6153
Median 1.4611 684416
July 8
Bid 1.4516 68.8895
Ofter 1.4444 69.2329
Median 1.4478  69.0703
Souvrck: Standard Chartered Bank,
Ltd., New York.
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SOURCES: Joint Economic Committee of Congress (ed.), Chinese Economy Post-Mao, 1978, pp. 734 -735; and National Foreign Assessment Center (CIA),
China: International Trade Quarterly Review First Quarter, 1980
China Business Review, July-August 1980
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China’s Foreign Trade by Area and Country, 1970-79
(Million current US dollars, exports f.0.b., imports .0.b.*)

Reg‘inn-"selec[ed country 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
140 200 215 315 485 520 520 3167 650.7 8455
Africa 120 185 185 250 250 210 165 251.8 310.3 3784
Egvpt 13 15 22 22 16 50) 39 45.3 52.0 29 9
I3 30 29 22 39 23 59 4.1 . it.2
Nigeria 18 26 24 ER} 18 Hi 108 1533.5 152.4 2116
1 1 5 8 6 N 5 11.7 2 17.2
Tanzania A3 76 64 HR 79 71 38 18.8 23.9 332
9 13 27 15 14 16 15 20.7 3.3 44.5
182 586 740 1,001 1.429 1.375 1,240 1.353.8 1.562.6 1.754.9
Communist countries ! 80 500 535 710 L0110 1.010 1,105 1,066.8 1,521.5 1.878.4
Fast Germanv 36 39 50 59 78 (R} a6 110.0 138.0 191.7
42 44 45 50 70 L7 104 115.0 182.0 2591
Romania 62 89 96 136 182 215 201 2732 1153 377.0
72 99 122 129 168 220 252 2392 3744 533.1
USSR 22 76 134 136 139 130 178 177.8 7.3 240.7
25 78 121 136 143 129 238 161.8 2422 2681
300 365 50 1.025 1.390 1,565 1,420 1.631.1 21071 2.993.2
East Asian and Pacific 740 G40 690 1.265 2470 2,740 2,050 2,4531.5 3.622.5 4,539
Australia 10 42 55 86 121 Rt 102 124.2 139.5 1663
135 29 49 161 357 755 278 461.0 4835 776.1
Japan 255 399 168 918 1.241 1,459 1,306 1.485.7 1.947.5 2,795.%
HOH) 607 640 1.089 2,086 2,769 1,746 1,954.9 3.073.9 36715
10 10 20 A5 £0 15 3% 66.8 105.0 236.0
Latin America 5 55 210 270 390 250 150 387.9 557.3 8285
Argentina 1 | 2 2 0 | 2 8 2.4 88
3 7 i 18 115 22 7 87.1 61.6 1954
Braal 0 | 1 2 1 | 9 4 1.3 859
! 2 77 72 21 7 10 162.7 126.6 150.5
75 75 ) 180 451 371 A6 H06.4 584.6 76614
Middle East 25 Iy () 140 147 155 156 200.6 160.2 204.3
22 34 Nl 117 177 213 292 2804 6.5 7870
North America 155 215 175 1,220 1,462 770 768 517.8 13067 22305
Canada 22 28 19 53 62 ) 90 77.3 82.8 142.8
155 215 296 758 513 436 219 346.5 442.1 506.7
L'nited States z 5 32 4 115 158 202 203.1 3236 594.2
z z 79 862 949 i34 149 171.3 864.6 1,723.8
70 H() H 80 134 159 a1 1071 147.7 225 4
South Asia 85 65 50 70 58 97 94 83.3 102.1 156.2
Pakistan 26 33 23 H 52 51 Hh 51.7 79.4 6.1
41 32 18 14 12 14 10 17.3 30.7 17.5
Sri Lanka 16 26 15 Ml 65 N9 f 296 17.0 6.6
44 32 27 39 42 Hy %] 47.4 1.0 55.0
645 760 960 1.620 1.785 2080 2,290 2517.7 3.219.9 4,272.4
Southeast Asia 75 A 1o 260 260 190 230 441.7 ihs 9 893.7
Hong Kong 168 550 (.5 1.094 1,190 1,372 1,590 1.735.4 22494 13,0208
11 1 5 53 59 33 30 F4.4 62.9 382.2
Malavsia 120 150 170 320 186 106 97 133.8 210.6 212.0
23 19 28 85 9] 55 19 119.9 110.3 1819
Singapore n n n n 225 252 254 261.8 325.8 395.2
24 16 21 56 54 44 40 59.4 57.9 164.0
355 110 475 hR5 850 840 985 1.027 .8 1.262.3 1.911.8
Western Europe 660 575 605 1,040 1,370 1,970 1,690 1,194.7 2,339.5 37,7980
France 57 67 a1 128 160 150 169 1H8.6 196.3 2843
97 125 67 103 189 $34 402 95.3 199.2 3392
United Kingdom 69 69 77 102 136 112 136 159.4 185.7 255.0
143 92 90 238 192 204 141 108.9 175.6 453.0
West Germany 70 bt} 92 130 168 195 236 250.4 318.7 164.2
200 160 - 190 356 484 601 716 500.7 995 2 1,492.5
TOTAL Exports (f.o.b.) 2,095 2,500 3,150 5,075 6,660 7.180 7.250 R 107.8 10,0454 13,7426
Imports (f.o.b.*) 2,245 2,310 2,850 5225 7,420 7,395 6,005 65981 10,288.0 14,507.1
TOTAL?2 1,340 4,810 6,000 10,300 14,075 14,575 13,255 14,7059 20,3334 28249.7
Trade ba.ance - 150 190 300 —150 -760 -215 1,245 1,509.7 -242 6 -764.5

I'able compiled by Kathryn Dewenter

*Exports f.o.b., imports c.i.f. dunng 1970-76

I In addition to countries listed, total also includes Yugoslavia, Albania, Cuba, North Korea, and Vietnam from 1970-76, and includes Kampuchea,
Mongolian Republic, Laos, Cuba, North Korea, Vietnam, and Yugoslavia from 1977-79.

2 Components may not add to totals shown because of rounding. Since the above US government trade figures differ from trade data recently released
by China’s State Statistical Bureau, the reader should be aware that the official PRC trade total was ¥ 35.54 (321.13). and ¥ 45.5 ($29.4) in 1979,

z = Sum is greater than zero, but too small to appear in rounded numbers.

n = Singapore and Malaysia export figures are combined for 1970-73.
SOURCES: Richard E. Batsavage and John L. Davie, “China’s International Trade and Finance,” in Joint Economic Committee of Congress (ed. ), Chinese
Economy Post-Mao, 1978, Tables A-2 and A-3, pp. 734-35; and National Foreign Assessment Center (C1A), China: International Trade Quarterly Revew,
1: 1980,
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NATIONAL is ready
to do more for you
in drilling machinery.

Armco means new prod-
ucts, too. Like the original
engineered casing string,
NU-LOCK®™ Tubing, SEAL-
LOCK® Casing and Tubing
and EXTREME LINE® Casing.
All innovative end finishes to
assure more economical
string designs and better
performance. And soon an
improved. integral joint
threaded connection

Look to us for technical.
pricing and string design
information plus assistance
in planning complete tubular
programs, too.

Complete rig packages.

We build whole drilling units
And part of the package is
National Supply's complete
rig-up service —the first to be
offered by any manufacturer
To do it, National now has
four Machinery Centers in
the U.S. and one in Canada
where we can engineer and
fabricate a rig exactly to your
specs. They save you time
and money

National Supply also has
marine capabilities through
our PAR Industries. Offshore
production platforms and
jackets, workover and small
jack-up rigs and inland barges
can be custom-built.

Improving availability.
With new locations and added
fabricating areas, our rig-up
capacity has grown more
than 50%. We're increasing
manufacturing capabilities
and modernizing at all of our
plants and in virtually all
product areas. We're working
to make significant improve-

ments in the availability of
replacement parts. And,
plans are underway for add-
tional international manufac-
turing facilities. It all means
better product and parts
availability.

What's new?

In 1980, there'll be a new
fixed-mounted jacking system
for mobile offshore units. Our
new line of lighter duty hy-
draulic pedestal cranes will
keep growing. And in large
cranes, we'll offer the new
0S-435 Heavy Duty version
It's our biggest, most rugged
crane. In 1980, too, all our
large model cranes will be
approved for reliability and
safety by API. ABS, Lloyds
Register and the Norwegian
DNV .. the world's toughest
rating

And currently, National 1s
developing the new Advanced
Drilling Machine .. a revolu-
tionary concept that vastly
improves rig safety, simplifies
operations and reduces
crew requirements

The Seamless
Tubular Specialist.

National Supply distributes
Armcd’ seamless casing. tub
ing and drill pipe in many AP
and proprietary grades and
sizes. From the making of
our own high strength, low
sulphur steels, through com-
puterized guenching and
tempering, to final threading
and inspecting, Armco oll
country pipe is quality con-
trolled all the way from the
mill to your rack.



NATIONAL is ready to
do more for you in
production equipment
and systems.

We make production opera-
tions more efficient for you
For instance, our three Fabri-
cation Centers custom-
package the equipment you
need, including production
pumps, well service pumps
and many types of fluid
handling systems

The leading name in
lift and fluid control.

The name is National Produc-
tion Systems. We bring you
the familiar OILMASTER™
line of rod pumps and acces-
sories. And the OILMASTER
hydraulic pumping system for
energy-saving lift operations
Our fluid control systems give
you high pressure valves in
completely engineered sys
tems. We're currently doubling
our manufacturing capacity
for this product and continu
ing to develop new valves for
production and drilling
applications

Innovation from Well
control Systems.

Technical innovation sup-
ported with a worldwide
service organization. It's what
National's Well Control Sys
tems people do best. There
are new products under study
for instance, a 10,000 psi
gate valve, a multi-function
hydraulic production tool for
subsea production, and ad
vanced designs for deepwater
diverless and guidelineless
drilhing and production
systems.

We want to be your
single-source supplier.

Thisis our story. The products
The packages and systems
The locations. The services.
And most importantly, the
people who'll prove our capa-
bility as the most complete.
dependable ailfield supplier
ever

Please contact us. We'd like
to tell you more
World Headquarters
National Supply Company
Division of Armco
1455 West Loop South
Houston, Texas. US.A. 77027
TELEX: 76-2128

€9 National
ARMCO Supply
company



Conoco begins
its second century of
translating ideas into
applied technology.

VIBROSEIS"

Patented by Conoco, VIBROSEIS:
uses vibrators instead of explosives
to create seismic signals for petro-
leum exploration.

VIBROSEIS has no harmful environ-
mental effects. And its signal can
be varied, depending on the objec-
tives of a particular exploratory
project.

Needle Coke

One of the by-products of the crude
oil Conoco refines i1s needle coke.

The graphite industry uses needle
coke to make electrodes for the steel
industry’s electric arc furnaces. where
iron ore and scrap are reduced to

high quality carbon steel.

Through its four plants. Conoco
supplies over three-fourths of the
world’s needle coke.

Tension Leg Platform

Conoco has solved many of the
problems associated with deepwater
production platforms through the
development of the tension leg
platform (TLp). A floating structure
moored to the sea bottom by steel
pipe tethers. the TLpis designed to
remain on location in all weather
conditions.

Over the last 100 years. Conoco

has combined good ideas with the
expertise it takes to put them into
practice. And the results have placed
Conoco among the world's top in-
dustrial concerns,employing over
44,000 people in 34 countries.

Through our long-term commitment
to all facets of energy development,
we are pioneering tomorrow s tech-

nologies today.

1

Conoco Inc., High Ridge Park
Stamford ., Connecticut 06904

LHIE S

Coal Slurry Pipeline

Conoco and its subsidiary, Consoli-
dation Coal Company, pioneered the
world's first coarse coal hydraulic
transportation system. Via pipeline,
it moves coal slurry directly from
underground mining machines to
surface preparation plants. So under-
ground transportation is simpli-
fied,and safety and productivity are
enhanced

Offshore Storage

Utilizing the principle that oil floats
on water, Conoco pioneered the
submersible steel 500,000-barrel
offshore storage tank. When oil 1s
pumped in, water is forced out at the
bottomless base: the reverse occurs
when oil is pumped out into the
holds of tankers. So it eliminates the
need for pipelines to shore as well
as onshore docking facilities and
storage tanks.

Linear Alkylbenzenes

Two of Conoco Chemicals’ break-
throughs form the basis of the mod-
ern surfactant industry. We produced
the first synthetically derived linear
primary alcohol and the first easily
biodegradable linear alkylbenzenes
in the United States. Today, we pro-
vide the world with 30% of its total
linear alkylbenzene supply.



Beijing's quest for higher peasant
productivity has led to manage-
ment experiments the govern-
ment hitherto extended only to
industry. Now the performance
of rural cadres will be measured
by the individuals’ cost-
effectiveness.

Karen Berney

Paralleling  Beijing’s  experiments
with new labor incentives on the indus-
tral front, a new tide of reform is in-
undating rural China. Three measures
launched this spring all emphasize mo-
tivation by material  incentives
rather than by ideology. Aimed at un-
leashing the
China’s agricultural workforce, these
measures already have been imple-
mented nationwide on a trial basis,
They involve:

e A new system for organizing rural
production teams, which allows much
smaller work units to determine wages;

¢ Revised work performance criteria
to encourage agricultural cadres to
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productive energy of

; M.:-MA,‘

pursue cost effectiveness, rather than
emphasizing the fulfillment of output
quotas;

e T'he promulgation of regulations
to assign professional titles to agro-
technical cadres, thereby raising the
status and attractiveness of employ-
ment in agricultural fields.

The basic thrust of these reforms isto
force peasants and cadres to take more
responsibility  for their profits and
losses.

More than 80 percent of China’s ru-
ral production teams are now organized
according to a new “production re-
sponsibility system,” under which a team
is divided into smaller work groups of
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Crop

China’s Major Agricultural Imports,

1979-80

* (1,000 metric tons, value in million US$)

Worldwide
1979 1980*

US share

1979 1980*

20 to 25 laborers who carry out produc-
tion or service contracts signed with the
team. The terms of the contract include
fixed production quotas, as well as pen-
alties and rewards for the work groups.

Wheat 7.976 9,000 1,604 5,000 Workers receive remuneration on
(5221.4) ($782.5) the basis of workpoints, which are as-
Corn 2519 2,000 2,390 2,000 siened a m l‘__r P‘! ‘-I ’ f!("ll“m }15
(§968.5) (§250.9) signed a monetary value by dividing the
Sovbeans 547 850) 112 650 net income of the group by its total
(S106.7) ($169.0) number of workpoints. Upon the con-
Sovbean oil 112 120 59 $47:‘) clusion of a contract, the team leader-
(%35.8) ($43.8) hinallseatas ? - ol o
Cotton 260 760 550 400500 ship allocates workpoints to each work

.'\]lpl'())iil'tl“llt'

Total Value

(8357.0) ($625-870)

$989.4 ($1,800-2,000)

SOURCE: Volume and value figures for 1979, in addition to other useful agricultural statistics, are
reported in PRC Agricultural Situation: Review of 1979 and Outlook for 1980, available from the

USDA

*Trade projections are based on numerous discussions with US agricultural trade specialists
Value estimates for US agricultural exports in 1980 are based on the per-ton prices for these
commaodities as of July 24, 1980, and do not include handling and transportation costs

group while the group itself sets the
standards  for  distributing
among its members.

points

Although in the past a peasant’s year-
ly income was paid on the basis of work-
points. he had little material incentive

Year Total Grain' Wheat Rice Coarse Grain’ Sugar’
Metric tons Metric tons Metric tons Metnc tons Imports
Output per hectare Imports Output per hectare Imports Output per hectare Exports . Output per hectare Impaorts (1000 m.tons)
1950 1048 1.19 7 14.5 (iR} — a6 2.1 — 362 94 —_ -
1960 119.0 1.26 1.7 21.0 78 — 740 251 [ ) 304 7 7 200
1965 122.6 .63 5.25 25.0 9% .95 G400 3,02 1.50 5192 |20 (R 119
14970 1298 1.85 1.6 310 1:21 — 1100 3449 — 645 | H2 - 530
1971 1%1.3 1 .87 312 3.0 1.20 — 117.0 3.55 By | 61 il
19792 131.5 1.82 I 6 a6.0 1.37 125 1120 4.33 ] 1.50 309 7449
1973 1326 | .88 7.64 35.0 1.52 598 1180 343 647 1.60 165 S0
1974 134.7 1.97 679 8.0 1.39 RE! 127.5 .64 66,4 1.65 141 11
1975 136.5 1.949 145 110 | 4% 4.33 126.5 3.56 A HR Y 1 69 95 314
1976 137.5 1.99 ) 06 150 1.5% 1.92 1255 1409 144 6o 1 .66 7 R
1977 QK89 R a2 H8% ] 149 R4 1200 3560 1.02 74.5 196 ’ 1.74%
1978 1048 — 990 4.0 | .96 7.98 137.0 1.81 1.21 ThA 199 1.32 1,366
1970% $32.1 — 10,51 605 215 7.97 105 3,94 1220 g 2.0 2.51 (IR
1980 3354 110 57.5 — 9.0 144.00 - R0 2.0 -
130
Value of China's total agriculture trade*
(In all major and minor commodities)
Soybeans Cotton (million US$)
Metric tons Exports lmports Metric tons Imports USshare US share
Output per hectare (1000 mons) (L.OGO mons) Output per hectare  (LO mtons)  Exports (%) Impaorts (%)
81 Nty NA — Hu I8 7 Oty
8.4 HR | .6491 — a1y 17 s 736 RO
.= 4 T00 0 | 65 R 1hs 769 [FR1ll
6.4 il NA 0 240 1l — HR - Hi
7.9 a5 1HO 0 2.2 o |29 1. 1660 (1R} 395
8.7 Ot 470 2 2 ] 125 1.470 i 825
10.0 1 .09 410 255 255 52 17} 2175 0n.u 1.750
0.5 1.07 V10 Hla 250 a1 143 T, 1Y 1.0 2345
100 1 .04 440 96 LN 18 14 2 855 0o 1.355
9.0 1.0 178 25 218 16 124 2670 2.0 a50
T3 1.04 120 d6d 209 iR 150 2.7%5 2.4 2100
8.3 113 1ovl 104 2 16 16 R0 1,190 2.6 2535
R4 {3 00 47 290 40 760 1,000 1| 1,300
R Ho0 253 - TH —
NOTES

MAJOR PRC AGRICULTURAL OUTPUT STATISTICS, 1950-80"

(million metric tons unless otherwise indicated)

*Output statistics are obtained from the recent USDA report

Branch of the International Economics Division. USDA figures are not necessarily consiste
I rade statistics prior to 1970 can be found in Agre ultural Trade of the PRC, 193569 USDA Foreign Agricultural Economic Report no. 83

' As reported by the PRC total graims inc lude wheat, rice, coarse grains, other miscellancous grams and pulses. and some part of sovbean production

PRC Agneultural Situation: Review of 1979 and Outlook for 1980, available from the Asia
nt with those issued by the Chinese State Staustical Bureau

Crain exports 1o the PRC consist of wheat and coarse grams (primar ily corn)
* Coarse grains include corn. barlev, oats, rve. sorghum. and millet. of which cornis the primarv crop
' A consistent data series on sugar production is not vet available

* With regard to the value of € hina's agricultural exports, rice heads the list followed by live animal and meatand fish exports 1o Hong Kong and the rest
of Asia. Grain is the PRC'S largest import item: it accounted for 40 percent ol the value of all agricultural imports in 1979 Sugar, uhwrtls, and natural
fibers are also substantial items with lllu- latter bemg the fastest growing category
S China's final grain figure of 3321 million tons was released by the SSB on Apr i1 30, USDA estimates for vanous grains do not incorporate this figure and
are based on an earlier figure of 3175 million tons. USDA believes that the reported increase oce urred in coarse grain and rice production. These figures
are being revised
*Based on preliminary USDA estmates, or USDA projec tions of a 1 percent growth in total grain output over the 149749 level

-Insulhcent data
7 = None o neghgible amounts

40

The China Business Review / July-August 1980




to devote more energy in the tield than
his fellow worker. Because work groups
were so large—sometimes comprising
an entire village—the quality and quan-
tity of his labor were barely reflected in
the value of a workpoint. Furthermore,
the formula for workpoint distribution
among team members included an as-
sessment of one's general political atti-
tude. Hence, two workers of equal abil-
ity performing a similar job for the
same number of hours could be allotted
a different number of workpoints.

According to a Xinhua commentary
dated April 2, the major appeal of the
production responsibility system is that
it has overcome the “egalitarian trend
in calculating labor remuneration.,” by
more closely matching income to the
value of one’s labor contribution.

Beijing’s quest for higher levels of
worker productivity is not confined to
the peasantry. Under the guiding prin-
ciple of “achieving the maximum results
with a minimum of labor consumption,”
the major yardstick for measuring the
performance of rural political cadres
will be their cost-effectiveness.

By offering managers cash bonuses
tor cutting production costs and mak-
ing the most efficient use of fixed in-
puts, Beijing hopes to break them of the
habit of stressing the fulfillment of state
procurement and production quotas at
all costs. Preoccupation with physical
plan targets is now under fire for con-
tributing to the wasteful and irrational
use of resources and causing such sys-
temic problems as the countryside’s
defoliation.

These new incentive policies also are
expected to help put an end to the re-
cently publicized practice of falsifving
agricultural statistics, such as inflating
tigures for bonuses and underreport-
ing them to obtain reduced quotas and
government aid.

China’s leadership is pushing hard to
gain management’s support for these
reforms.

On May 24 the State Council issued a
circular calling on all local departments
to implement “provisional regulations
on technical ttles for agrotechnical
cadres.” The message to current and
future agricultural cadres is clear; name-
ly. that they will be accorded the same
social and income status as other scien-
titic and technical personnel, but only
those meeting rigorous  professional
standards will qualify for promotion.

Accompanying this nationwide pro-
gram to appraise the achievements and
quahfications of agrotechnicians is a

move to update their training in spe-
cialized fields. Since last year, five
Chinese ministries (agriculture, fores-
try, agricultural machinery, state farm
and land reclamation, and water con-
servancy) in cooperation with the State
Bureau ot Marine Products and the
Central Meteorological Bureau, have
provided more than 200,000 cadres
with four months of training in ad hoc
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schools set up to teach crop and soil
cultivation, veterinary science, genetic
breeding, and how to use farm mach-
inery and fertilizer.

Although Beijing has not disclosed its
long run agricultural development
strategy, these incentive-oriented mea-
sures do provide a strong hint as to how
Betjing intends to carry out the mod-
ernization of China’s countryside. %
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US is becoming China's
number one wheat supplier

In spite of the PRC’s more than seven
percent average annual growth rate in
grain output in 1978 and 1979, its ap-
petite for foreign grain shows no sign of
subsiding. Last year’s imports of 10.5
million tons of grain (37 percent of that
from the US), represented a 13 percent
increase over the previous record in
1978 and a near doubling of the 1973-
77 average.

With 1980s early harvest of winter
wheat* estimated at 57.5 million tons, 3
million tons below the 1979 level, agri-
cultural traders predict that China will
need at least 9 million tons of foreign
wheat this year. That amounts to 1.03
million tons more than in 1979. China’s
total grain imports for the year are ex-
pected to range between 11-13 million
tons,

Indeed, China wasted no time in
compensating for its anticipated wheat
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shortfall. During the early spring when
trans-Atlantic grain rates dropped by
14 percent to the May low of about
$148 a metric ton because of the US
export ban on 17 million tons of grain
to the Soviet Union, China snapped up
3.5 million tons of US wheat—double
the amount purchased last year.

On the basis of private discussions
between USDA and Chinese agricul-
tural officials, American grain compan-
ies have learned that the PRC’s wheat
orders will total 5 million tons by the
end of the calendar year. With US
farmers supplying about 55 percent of
China’s demand for foreign wheat, its
traditional suppliers of Australia, Can-
ada, and Argentina are expected to ex-
port about 1.5, 1.4, and 0.5 million tons
of wheat respectively.

The outcome of China’s late harvest
will of course determine the country’s
coarse grain requirements and its exact
position as a world buyer and seller of
agricultural products.

New Demand Pressures

Even if China’s output of food pro-
ducts and natural fibers increases sub-
stantially in coming years, the increase
in supply still could be offset by new
demand pressures stemming from Bei-
jing’s commitment to higher living
standards and agricultural exports.

Beijing’s willingness to respond to

upward demand pressures is shifting
the commodity composition of China’s
agricultural imports. The PRC’s effort
to develop livestock production led to
near record soybean imports in 1979,
while rapidly rising fiber demand pro-
duced a 60 percent increase in cotton
imports above the 1978 high of 430,000
tons.

Beijing’s tilt toward consumer needs
also is beginning to show up in its im-
ports of US agricultural products. Cot-
ton is now the leading US agricultural
export to the PRC; the value of exports
in 1980 is likely to grow by an estimated
75 percent over 1979. Current PRC
purchases of both US cotton and soy-
beans already exceed the amounts con-
tracted tor last year.

Predicting the composition and di-
rection of China’s agricultural trade is
hazardous business. But experts agree
that as long as Beijing places the highest
priority on improving China’s quality
of life, there should be no overall re-
duction in its agricultural imports be-
low current levels. At the same time,
there is no certainty as to what Beijing
would do in the face of future supply
constraints and spiraling world food
prices. KAB %

*The winter harvest constitutes 85 per-
cent of China's total yearly wheat pro-
duction.
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Sister-State Relations

After four days on the Eastern Shore’s
fertile banks, a quick trip past the 1-270
computer corridor, and a drive back
through the greening pastures and
farms of rural Maryland, the Chinese
looked with wonder at their beaming
hosts. Cried they: “Yours is truly a blessed
state.”

All over America the Chinese are dis-
covering and lauding the riches of these
United States. Down in Kentucky they
marvel at the massive machines un-
carthing kilotons of coal in one fell
scoop. In Michigan they scan the long,
automotive assembly lines that stretch
nearly as far as the farmlands., Out in
Washington they admire the full, stately
forests that could furnish the lumber
and paper goods China still needs.

And all during these visits the Chinese
spend their time copying down notes
and complimenting their hosts in an
cffort o learn more from their Ameri-
can friends.

['he past 18 months have seen a tre-
mendous surge in state-to-province re-
lations. Ever since President Carter
asked attendees at a Nanonal Gover-
nors’ Association meeting in late 1978
to pay court to the Chinese, letters of
intent and invitations have been crossing
the Pacific at a furious rate. None of this
would have been possible had it not been
for China’s decision early last year to
decentralize foreign trade, thereby giv-
and parucularly the

ing local officials
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Carol S. Goldsmith

State
Ohio

Kansas

Marviand

Kl‘ll[ll‘ L\

North Carolina

Pennsvivania

Massachuserts

Connecticut

SRS [ T g T

State-To-Province Relations

Missions

Four delegations to Hubei
(July 1979; Nov. 1979 Jan.
1980; Mayv 14980) one planned
to Hubet and Shanxi (fall
1980) two from Hubei (Aug.
1979: April 1980)

One delegation to China
(Aug. 1979) one from Henan
(May 1980)

One delegation to Anhu
(June 1980) one from Anhui
(Sept. 19749

One delegaton 1o China
(Julv=Aug. 1979 two from
Ministry of Coal Industry
(1978, Feb. 1978)

One deleganon to China
(Nov, 1979)

One delegation to China
(Mar. 1980)

One delegation to China
(May 1980)

One delegation to China
(Mav 1980

Areas of Interest

Exports of heavy industry
machinerv: agricultural
technology

Fxports of light agricultural
equipment: pharmaceuticals
and biological products: imports
of electronics and raw energy

Exports of agricultural
technology and poultry breeding
slaughtering techniques

Exports of mining technology;
coal handling and transportation
svstems: electrical generation
('("Lllllllll'l'll. lln[)m'[\t)f raw metals
for drll bit manufacturing

Exports of tobacco growing, pro-
cessing, and manufacturing
technology: imports of some
Chinese tobacco tor blending

Exports of metals industry
technology: braking and signal
systems for rail transport:
electrical generation technology:
pharmaceutic als: agricultaral
chemicals

Exports ot air and water
pollution control technology:
machinery for paper and
abrasives manutacturing;
techmcal consulting

3 Xpot 1s of machine tools;
(ransportation equipment;
control instrumentation

OFS 4 ©T L T SR £
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State

Washington

Delaware

Virginia

Alaska

Mississippi

Michigan

Hlinois

Colorado

Hawan

Vermont

lowa

Montana

Minnesota

State-To-Province Relations

Missions

Three delegations to China

(May 1978; Sept. 19749 May
1980) one from China (Feb.

1979); one planned from the
Bank of China (July 1980)

One delegation to China
(Feb. 1979); one oil industry
delegation from China
(1978)

One deleganon to China
(June 1979)

One delegation to China
(Feb. 79) one ol industry
delegation from China (1978)

One delegation to China
(Sept. 1979) two from the
Mimistry of Forestry (July
1979; Mav 1980)

Twodelegations to China:
one state trade mission and
one protocol mission
accompanying state reps on
the Natonal Governor's
Association (NGA)-National
Council on US-China
Relations Delegation (both
Oct. 1979) one from Henan
Province (April 1980)

One delegation accom-
panving the NGA-Natonal
Council (Oct. 1979

I'wo delegations to China
one state trade mission (June
1980) and one protocol
mission accompanying the
NGA-Natonal Counal (Oct
1979) two agricultural

and mining delegations from
China (1979)

One delegation accom-
panving NGA-National
Council (Oct. 1979) two
agriculture delegations trom
China (1979)

One delegation accom-
panving NGA-National
Counal (Oct. 1979
another state delegaton i
the works

One delegation accom-
panving NGA-National
Counacil (Oct. 1979) another
state delegation scheduled
to visit CCPIT this vear

One delegation accom-
panving NGA-National
Council (Oct. 1979)

One deleganon accom-
panving NGA-National
Counal (Oct. 1979)

Areas of Interest

Exports of lumber and loggimg
equipment; reforestation
technology: imports of
textiles, arts, and crafts

Exports of agricultural and
communications technology:
construction materials: fertilizer
and other chemicals

lxports of agricultural pro-
ducts and technology

Exports of agricultural goods,
primarily grains

Exports of forestry technolog
and equipment, paper, and
lumber products

Exports of machine tools
related 1o agriculture and
AUOMOotves

Exports of agricultural products
and manutacturing goods

Exports of mining and

metallurgy technology.
equipment, and related
manutacturing

Exports of agricultural products
and technology: imports of
Chinaware; arts and crafts;
mutual exchange of acquaculture
technology and foodstufts

Exports of machine tools;
electronics: vehicles;
energy-related equipment and
generators (such as windmill
generators)

Exports of food processing
and packaging technology:
farm mmplements; agricultural
technology

Exports of grain.
particularly wheat

Exports ol agricultur al
technology and products:
computer technology

NoOTE: These trade missions, composed primarily of business executives and/or
technical experts. include only those delegations organized by or in cooperation with
state government. Other trade missions may have been organized by firms or associa-
tions within the state.
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new Import-Export Commissions set up
by provinces and major cities (CBR,
Mar—Apr., 1930, pp. 12-14)—the right
todeal directly with foreign companies.

Twenty-two states already have visited
the PRC. Some have initialed exchange
agreements and a tew others have
signed actual business deals (see chart).
The pace and prospects ol these rela-
tions vary i each situation, some skep-
tics say according to how hard the
Americans push tor business and how
much knowledge the Chinese can get
free.

Certainly the trade leader so far has
been the Buckeye State. Ohio Governor
James Rhodes, not known for his shy-
ness in business affairs, has been usher-
ing more delegations and overseeing
more deals than any other state leader.
Just one month after Rhodes™ door-
opening trip to China in July 1979, a
delegation from Hubet Province visited
the Ohio State Fair, (Hubet is displaying
a whole line of goods at this August’s
state fair—the tirst such exhibit from
any province in this country.) Three
months later the two sides imtialed a
general trade agreement in China, and
in April a Hubei delegation, followed
closely by another Ohio trade mission,
met to discuss more deals. This fall
Governor Rhodes plans to visit Hubei
again, and swing by Shanxi Province.,

To date the Ohioans have signed con-
tracts worth $2 million to supply chemi-
cals, electronics, hardware, and welding
equipment. Negotiations are underway
for $600 milhon worth of sales, joint
ventures, compensation trade, engi-
neering services, and licensing between
Ohio and Hubei. Naturally, some may
lead nowhere, but a few negouations
already have borne fruit.

“We've done just about evervthing vou
can do in the business world with
China,” a state government spokesman
boasts.

The key to the Ohio-Hubei aftair
combines fortuitous timing with a pre-
cision match. By arranging the first trips

just betore China's rethinking of its

modernization plans, Ohio and the
CCPIT had time to find and firm-up
relations with a compatible sister pro-
vince. Both areas have agricultural re-
gions and concentrated industrial cen-
ters, with the mam ditference being
their divergent development levels.
Orther states likewise are searching out
provinces they might call their own.
Marvland. whose delegation returned
in June from its first trip to China, re-
cently signed a sister-state agreement
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Individual companies are gain-
ing access to China since many
states have paved the way.

with Anhui Province, outlining the par-
ties’ business and cultural interests. Last
September the state impressed guests
trom Anhui with its farm fertilization
techniques and poultry breeding. Mean-
while Kansas continues wooing Henan
Province, whose late-spring delegation
toured Kansas' wheat fields and light
agricultural equipment plants to follow-
up Governor John Carlin’s trip last Au-
gust. The two regions share their roles
as leading wheat producers and holders
of some coal, natural gas, and petroleum
deposits.

Kentucky, Michigan, and Illinois* also
have singled out provinces for possible
sister-state agreements. But'the Chinese
haven't been nearly as responsive as ori-
ginally hoped. According to Paula Dufty,
who accompanied a Massachusetts high-
technology delegation to China in May,
the Chinese now “want to do their
homework [before] committing them-
selves to a sister state.”

Caution and cash-flow problems have
characterized recent state relations with
the PRC. Instead of setting up meetings
right away between a province and state,
the Chinese organizing party (often a
ministry, foreign trade corporation, or
the CCPIT), first invites a technical del-
egation in to show its wares. Then, if the
presentations are impressive enough,
the Chinese may journey to the states
for additional on-site information.

Pennsylvania’s delegation
serves as a model of the type of mission
China likes most. Nine companies rep-
resenting industrial processes, agricul-
tural chemicals, and electrical genera-
tion sent two delegates apiece to China
—the CEO to make protocol visits, and
a technical advisor to conduct seminars
for the Chinese end-users. During this
trip the technicians found themselves
lecturing and answering questions from
8:30 A M. to 4:30 pMm. for five full days.
I'he schedule was exhaustng—at least
for the Americans. One state spokesman
said that despite the crowded, uncom-
fortable conditons, 400 Chinese engi-
neers and plant managers “literally sat
on the edge of their chairs the whole
tme.”

Great door-openers though  these
sessions may be, they nonetheless hold
Complains one

recent

out some business risks.
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state official: “We show them our tech-
nology, maybe sell them some parts or
new equipment, and we know they’ll go
home and copy it for themselves.” Partly
for this reason the Delaware mission
declined to conduct a technical show.
After all, said one businessman, “We're
after shorter-range trade, not a techni-
cal softsell.”

Anyone serious about the China
game, however, soon learns there are
few quick moves. And the rules are set
by PRC hosts. Generally the Chinese
organizer specifies what types of indus-
tries the end-users would like to see and
discuss. Thus, many state-to-province
delegations are quite narrowly defined.
(Connecticut for machine tools and
transportation equipment; lowa for
food pr()ccssing and packaging; Wash-
ington and Mississippi for forestry, etc.)

At umes the Chinese even state what
types of importers they wish to see. Sev-
eral state officials said that during their
visits the Chinese repeatedly empha-
sized their well-known need to sell in
order to buy from the US. Two Massa-
chusetts companies took the message to
heart in the state’s May delegaton, and
promptly ordered some $325,000 worth
of glassware and jewels.

This push for a two-way exchange
has dampened a few states’ hopes, and

caused others to postpone their visits to
the PRC. But on the whole most states
stll are clamoring for entry into the
provinces. One reason: businesses tra-
veling to China frequently wish to knock
onas many doors as possible, and a sales
pitch from a state delegation to provin-
cial audiences may follow the most di-
rect route to China’s end-users.

Last October eight states joined the
National Governors' Association and
National Committee on US-China Re-
lations for a dtmr-npel‘ling visit to China;
NGA's executive director says, “It’s likely
there will be more delegations in the
future” Various Chambers of Com-
merce and state associations are joining
the trend. And individual companies
are finding it easier to gain access to
China since so many states have paved
the way.

In fact, many US companies are be-
ginning to steal the states’ thunder.
When Pennsylvania’s commerce direc-
tor decided to give a Pittsburgh firm its
big chance to join the state’s China dele-
gation, he said, “I had to make ten calls
before I could find a company that's not

prey

already there” %

*1hnois’ relations with Guangdong Province have laltered
temporanly since CBR reported the imminence of a sister-
state agreement last fall. The reason: llhnois” Hong Kong
representative left his job. (See CBR, Sept—Ocr, 1979, p
240

tion complete.

tinue secking possible sisters.

cities involved.

province sisterhoods.

The Cities of Sisterly Love

Not to be outdone by the various states, at least ten US cities are speeding
ahead with diplomatic relationships in the PRC.

Louis and Nanjing, the first pair to sign a sister-citv agreement in
November 1979, set the stage for three more city-to-city exchanges in recent
months: New York and Beijing (February); San Francisco and Shanghai
(February); and Los Angeles and Guangzhou (May). Also the City of
Brotherly Love is expected to take a sister at any ume. The mayors of
Philadelphia and Tianjin need only initial the agreement to make the adop-

Meanwhile, Chattanooga and Hangzhou, and Tacoma, Washington, and
Luda, a major port in Liaoning Province, are developing relations, while
three other ciies—Boston, Virginia Beach, and Portland, Oregon—con-

The agent behind all these familial ties is a Washington, DC, group called
Sister Cities International. Organized in 1956 as part of the State Depart-
ment, and later moved over to the League of Ciues, the group ten years ago
spun itself off as a private, nonprofit organization to link sister cities all over
the world. Margaret Saunders explains that her group, working with the
China Friendship Association, orchestrates the relations, and also offers
special technical, educational, and youth leadership programs to the pairs of

The relationships follow the general lines and logic of the state-to-
The mayors sign agreements pledging long and
peaceful relations, and often send cultural and educational groups abroad.
Allisn’t purely social, of course. Says Saunders:
open the door to more commercial enterprises.”

“Many of these atfihations
—CG
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“Fairly rapid progress has been made since
construction of the Baoshan Iron and Steel
complex first started about one and one-half
years ago. Since an important policy decision
on building the Baoshan Iron and Steel com-
plex was made by the party Central Commit-
tee, negotiations with foreign countries have
been accelerated, most of the contracts have
been signed, and all construction projects
have been carried out smoothly. Al construc-
tion sites are now bustling with actrvity.”

—Shanghai Radio, June 15, 1980

Steel may be at the bottom of the
heap as tar as China's present priorities
go, but the Chinese are not letting that
policy stop progress on the giant Bao-
shan General Iron and Steel Works
near Shanghai.

China recently committed a huge
chunk of foreign exchange—S1.5 bil-
lion—for steel finishing mills and other
facilities for the $5 billion Baoshan com-
plex. (See accompanying table.) Among
the seven contracts signed for Baoshan
between March and June 1980 are some
of the largest since the Chmese began
their “eight character™ readjustment
plan over a year ago.

The largest contract includes Wean
United, Inc., of Pittsburgh. which won
an S80 million share of a half-billion-
dollar contract tor a cold-rolling mill at
Baoshan. This contract was the first 1o
be backed by ftinancing from the US
Export-Import Bank. President Carter
had authorized the Exim Bank to lend
to China on April 1. and later that
month the bank made a preliminary
commitment to finance 75 percent of
Wean United's portion of the contract
at a rate of 8.75 percent per annum.
Wean will finance 10 percent of its por-
tion and has agreed to draw upon its
own resources to subsidize the Exim
credits so the Chinese can effectuvely
borrow at 8.25 percent. The Chinese
buvers will pav cash for the other 15
percent of the US portion, as required
bv Exim.

“Without the Exim financing., we
probably wouldn’t have been able to
participate” in the project, noted Jere-
my C. 1. Thomas, senior vice-president
of Wean United.

Wean was part of a 17-company con-
sortium headed by the German firm
Schloemann-Siemag., which won the
overall contract tor the 2.1 million ton-
per-vear cold-rolling mill.

As one of the largest participants
with 16 percent of the contract value,
Wean was one of the three companies
that signed the contract with the China

The Baosh

Contracts

Dori Jones

National ‘Technical Import Corpora-
tion (TECHIMPORT). Schloemann-
Siemag signed on behalf of the entire
consortium. which consisted of Ger-
man, Austrian, Japanese, and US firms,
Wean signed for the American portion,
and Nippon Steel Corporation signed
for the Japanese portion. Wean is the
only American company in the group,
although other US companies will be
involved as subcontractors to Wean.

Siemens AG of West Germanvy also
has a large share of the project: a 870
million order for electrical equipment.

Of the total $300 million contract
price, half is to be paid in US dollars,
with the rest in German marks, ven,
and French francs, according to Thom-
as. None ol the companies involved is
French, although some of the equip-
ment will be manutactured in France.

Government-backed lending institu-
tions in Germany and Japan will pro-
vide financing tor the non-US portions
of the contract at interest rates which,
when blended with the 8.25 percent of-
fered by Wean, come to 7.5 percent.
The overall loan agreement to finance
the cold-rolling mill was arranged by
the Bank of China, Kreditanstalt Fur
Wiederautbau and the Dresdner Bank
of West Germanv, and the Banque de
Paris et des Pays Bas.

Schloemann-Siemag announced the
value of the contract as DM 1.3 billion
(about S730 million), but this figure
includes the equivalent of approxi-
mately DM 300 million in Chinese-
made equipment.

Wean joined the German-led consor-
tium in January 1979, a month after the
around-breaking tor the Baoshan steel
complex and the signing of the basic
contracts for the blast furnace, coke
oven. and oxvgen furnace by Nippon
Steel Corporation.

The consortium negotiated ftor 17
months on the cold-rolling mill con-
tract. Wean's Semor Vice-President
Jeremy C. T Thomas spent 12 weeks in
China i 1980 alone. He said that at one
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point, up to 80 people from various
companies in the consortium were in
China at once. The group won out over
competition from German, Japanese,
and American groups.

Fifty Americans will be in China to
work on construction, which should
begin immediatelv. The cold-rolling
mill will produce 2.1 milhon tons of
2030-mm wide cold-rolled steel strip in
coils and sheets. It 1s scheduled to be
completed by 1983-84 and to come on
stream i 1985 after a vear of tests.
Wean also is negotiating on other po-
tential projects in China.

Lummus Gets A Share. . .

C-E Lummus of Bloomfield, New

Jersey. also won a Baoshan-related con-

tract recentlv. Lummus will provide its
proprietary coking process for a coker
to be built by Tovo Engineering Cor-
poration at the Baoshan complex. In
addition Lummus will provide basic
engineering for the process. which
produces coke from coal tar pitch. The
plant will produce 215 tons of green
coke per day.

. . .But Hot Strip Mill Goes to
Japanese

US Steel and other American firms
were sorely disappointed with the out-
come of competition for another major
Baoshan facihty, a hot strip mill. A Mit-
subishi group won the contract for
SH42 million in March, beating out not
only US Steel but also a Mannesmann-
Demag-—led consortium, a Schloemann-
Siemag group. and Ishikawajima-Har-
ima Heavy Industries ol Japan.

I'he hot strip mill will have a maxi-
mum design capacity of 4 million tons
per vear of 2.050-mm wide strip. The
contract calls for delivery in early 1981
of the mill and related equipment, in-
cluding a reheating furnace, a water
treatment ])|;lnt. Cranes, a process com-
puter. precision adjustment lines, and a
computer system for production and
mventory control. The mill is to be
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completed betore the summer of 1985,
Pavment is on a five-vear deferred ba-
sis, half in ven, halt in dollars.

Chugai Ro Kogyo luad., a Japanese
attiliate of Midland Ross Corporation,
will supply three walking-beam reheat
furnaces for the hot strip mill at a cost
of some S20 million. Fach furnace can
handle 350 tons of steel ingots per
hour. Other participating companies
are not vet known,

Another Mitsubishi group. including
Mitsubishi Heavy Industries, Mitsu-
bishi Corporation, and Trinity Devel-
sopment Company, Lid.. will construct
I8 maintenance shops and four ware-
houses at Baoshan for $35.7 million.
Construction, to begin in June 1981,
should be completed by April 1983,

Another major mill at Baoshan, a
continuous tubing mill to produce

scamless steel pipes, is to be built by
Mannesmann Demag-Maer AG of Ger-
many. The plant, valued at DM 440
million (8250 million) is designed to
produce 500,000 tons of steel tubing
per vear by the end of 1982, Funded by
a credit arranged through a private
German  export promotion agency.
Ausftuhrkredit-Gesellschaft. The loan
may be guaranteed by the state-run
Hermes Insurance Company. China
has been importing large quantities of
seamless steel tubing needed for oil
pipeline from Japan, Germany, and
Argentina.

Baoshan’s iron ore sintering plant
will be built by Hitachi Shipbuilding
and Engineering, which signed a 877
million contract for the facility in early
May. Deliveries for the 4.5 million-ton-
per-year plant are to begin in spring

1982, completion is scheduled for [983,

Also in early May, Nippon Steel won
a $S300 million contract for construction
of six facilities, including a chemical
plant. an energy center, and power dis-
tribution pipings. all for the Baoshan
complex.

This recent rash of orders for the
Baoshan complex will nearly complete
phase one of the project, bringing it toa
design capacity of 3 million tons per
vear. The only item for which the Chi-
nese have not vet placed an order, ac-
cording to Thomas, is a continuous
casting plant. The bidders are Sumi-
tomo (involving a license from Concast
of Switzerland), and Hitachi (with a li-
cense from Demag).

Baoshan's transportation system ap-
parently will be provided by Nippon
Sharvo Seizo Kaisha Ltd., of Japan. As

CONTRACTS SIGNED FOR BAOSHAN STEEL COMPLEX, MARCH-JUNE 1980

Company Facility

I 7-company consortium  Cold-rolling mill
led by Schloemann-

Siemag, including

Wean United. Nippon

Steel € orp., Siemens

AG

Mitsubishi Heavy
Industries,
Mitsubishi Corp.

Hot strip mill

Nippon Steel
chemical plant,

6 packages, including

II()W('I center & |)I'IWL'|

distribution pipings

Mannesmann
Demag-Macer AG

mill for seamless
steel pipes

Hitachi Shipbuilding
and Engineering Co.

Iron ore sintering
plamt

Tovo Engineering,

C-E Lummus struction of coker;

Lummus proprictary

coking process
Mitsubishi Heavy
Industries, Mitsubishi
(:(J'I']J,.Vlrl'il'lil\ Develop-
ment Co., Lid.
TOTAL

{ warchouses

m = million
b = billion
NA = Information not available
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Continuous tubing

Engineering and con- NA

Construction of 18
maintenance ﬂll!)')\.

Annual Date
capacity (announced)
Value (tons) Delivery Start-up or signed* Financing
$500m 2 1m NA 1985 6/5/80* Payment: half in dollars,
(Total cost, remainder in marks, ven,
S730 m and French francs; to be
mcluding paid back b vears after
Chinese completion: US portion of
portions) S80 million financed pos-
sibly 75% by US Exim Bank
S342m tm early summer (3/25/80) Pavment on 5-vear defer-
(¥ 18h) 1981 1985 red basis, half in ven, hall
in dollars: 10% advance.
10 on shipment. 80
OVeT D years,
S300m - NA NA H/9/80* NA
S260m 500,000 NA late 1982 (3/11/80) 85 percent financing by 5-
(DM440m) vear creditagreement be-
tween Ausfuhrkredit
Gesellschaft and Bank of
of China; to be repaid in 10
half-vearly installments;
possible Hermes Insur-
ance Co. guarantee.
S77m 1.5m spring spring H/9/80* Pavment: half in ven,
(¥ 18b) 1982 1983 half in dollars over 5 vears
215 tons NA NA (3/25/80) NA
day
$35.7m — June Apnil (41 16/80) Payment: half in yen,
1981 1983 halt in dollars, 5-

$1,514.7m

vear deferred basis
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Distant Harbor

Beilun: Baoshan’'s

(transfer ore from
100,000-ton vessels
to 25,000-ton vessels)

Construction is nearly complete on a new harbor to be used for transship-
ping iron ore to the Baoshan General Iron and Steel Works. The harbor,
called Beilun, is 130 nautical miles south of Baoshan, near the city of Ningbo
in Zhejiang Province (see map).

Due to be commissioned in March 1981, Beilun will be China’s first port
capable of handling ships of 100,000 deadweight tons. Iron ore imported
from Australia, and in the future perhaps from Brazil, will be unloaded at
Beilun and transferred to smaller ships of about 20,000 to 25,000 tons.
These smaller vessles then will carry the ore to a smaller whart at the site of
the Baoshan steel complex. Other large cargo vessels also may unload part of
their cargo at Beilun before sailing up the Yangzi estuary to Shanghai and
other harbors.

This convoluted method of delivery is necessary because the mouth of the
Yangzi River (Changjiang), where Baoshan is situated, is not deep enough o
handle deep-draft ships. After the Yangzi estuary has been dredged. large
ore carriers may be able to cail directly at Baoshan, but this work will take
many vears. The exisuing wharves at Baoshan itself were ¢ ympleted in 1979
and have been used tor unloading large equipment and building materials
for the construction of the iron and steel complex.

Beilun Harbor will be able to handle 20 million tons of ore per year—
about a quarter of the cargo volume handled by Shanghai, China’s busiest
port, and twice the volume handled by Huangpu, near Guangzhou. It will have
one berth to handle 100,000-ton carriers, and two to handle 25,000-ton
carriers. Its pier is about 1,000 meters long and 13 meters wide, and the
harbor is about 50 meters deep.

Hitachi Lid. of Japan has supplied modern computer-controlled port
facilities, worth some $36 million, including:

e T'wo large unloaders, each capable of handling 2,100 tons per hour, or
about 10 million tons per year;

s T'wo shiploaders, each capable of handling 4,200 tons per hour;

e Computer-controlled conveyor belts;

e Llectric transtormer equipment.

Hitachi also provided consulting services for the construction of the piers
and of a 70,000-square-meter yard for storing halt a million tons ot ore. The
port will be equipped with bucketwheel stacker-reclaimers with a capacity of
4,200 tons per hour.

The Japanese also supplied 50-meter steel tube piles, the first of which
were driven in January 1979, Most of the port’s construction is now finished,
and all equipment is to be installed by September 1980,

All planning and design work for Beilun Harbor was done by the Institute
for Water Planning of the Ministry of Communications. Construction and
implementation was carried out by the ministry’s Number 3 Bureau of Port
Construction. After completion, Beilun Harbor's operations will be handled
by the Port of Ningbo. which includes three port districts: Beilun, Ningbo,
and Zhenhai—all in Zhejiang Province. D]

of mid-April. the firm “expected” 1o
receive a $63.5 million order for the
entire system for transporting base ma-
terials and finished products inside the
steel complex. Included in this contract
would be 73 diesel locomotives and rail-
way freight cars and 220 wtractors and
dump trucks, as well as trailers and tank
cars. Nippon Sharvo also has conducted
discussions with regard to supplying
Baoshan with steel-scrap stockyards,
electric equipment, roadway engineer-
ing. and technical assistance.

Construction Delays

China’s economic readjustment and
on-site construction problems slowed

up Baoshan's construction schedule by tons.

at least eight months, a Nippon Steel
spokesman told Kyodo news agency in

January. Nippon Steel estimates that

the first phase of the steel-works prob-
ably will go into operation in July or
August 1982, rather than at the mitial
target date of October 1981,

When the first phase is completed,
Baoshan will have one of the world’s
largest blast furnaces, with annual pig
iron production capacity of about 3 mil-
lion tons. The complex also will have a
basic oxygen furnace, a semifinished
steel mill, and a coking plant. When
phase two is completed. Baoshan will
have an annual capacity of 6 million
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After building the first blast furnace
system with extensive technical assis-
tance from Nippon Steel, the Chinese
plan to use large amounts of home-
made equipment to build a second blast
furnace at Baoshan as part of phase
two. China informed Nippon Steel in
January 1980 that it wishes to produce
25 percent of the facilities domestically
for phase two of the Baoshan complex.
The Chinese hope that such a strategy
will save several hundred million dol-
lars and at the same time provide China
with the indigenous capacity and ex-
perience needed to build other modern
industrial projects. —DJ|%E
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China Sources...

abuyer’s
guide to

CHINA

China Sources is the authoritative journal which reports objectively and candidly on
China’s wide and growing range of consumer products available for export and
provides information on how to gain access to them.

In each issue yvou will find instructive articles on how to go about setting up trading
relationship with Chinese companies; news about trade fairs, production facilities,
quality control, and export volumes; interviews with foreign experts on China trade
as well as with manufacturers throughout China itself; close-up looks at specific
industries; tips for the business traveler to China on hotel accommodations,
restaurants, etiquette and customs, and points of interest ... and much, much more.
In addition, each issue features a growing list of advertisers seeking overseas buyers
for their China-made goods.

So if you're an importer who is currently dealing or is interested in dealing in Chinese
merchandise, China Sources will be of great value to you. Annual subscription rates
are US$80 for airmail delivery and US$50 for surface delivery. A two year
subscription (surface only) is available for US$90. And if after receiving your first
three issues of China Sources you are not completely satisfied, we shall refund your
subscription payment in full.

CHINA SOURCES, CHINA MEDIA LTD., P.O. Box 4436, Kowloon Central, Hong Kong. .
I want to subscribe to China Sources. I understand that if after receiving three issues I am not

completely satisfied, you will refund my subscription payment in full. I enclose a check for: l
() US$50 (one year) () USS90 (two years) () US$80 (one year, by air) I

NAME & TITLE
COMPANY NAME
ADDRESS

|

|

|

l

PHONE TELEX CABLE I
BANKER |
l

l

l

I

MY COMPANY IS PRIMARILY ( )IMP ( )RTL ( )MFR ( )WHL ( )EXP ( )AGT
IT DOES APPROX US$ IN TOTAL SALES ANNUALLY.
MAIN PRODUCT LINES:

50




China’s Offshore
O1l Development

Japanese and French contracts

offer some insights, some confusion

Dori Jones

Onshore oil drilling in North China.

It's secrecy for some companies and
perplexity for others when it comes to
China’s plans for offshore oil develop-
ment. The Chinese, as usual, are hold-
ing their cards close to their chests.

The long-awaited first exploration,
development, and production con-
tracts have been signed—with the Ja-
panese and the French. Details are
sketchy, but a new, uniquely Chinese
approach to oil development contracts
has emerged.

I'he contracts call for the Chinese
and foreign contractors to share the
eventual output of oil: vet these are not
the usual production-sharing contracts
I'he Chinese call them “risk contracts,”
but unlike in other risk contracts, where
the foreign company bears the entire
risk, the risks of exploration and devel-
opment are to be shared by the Chinese
and foreign partners.

Obviously, US oil companies are ana-




lyzing every available detail of the Ja-
panese and French contracts they can
get their hands on. Their hope is to gain
insight into the type of contract the
Chinese will propose for oil exploration
and development in the South China
and Yellow seas, where US and other
foreign oil companies have just com-
pleted seismic surveys.

But in several important ways, the
contracts signed with the Japanese and
the French are different from those US
companies are likely to land.

Previous Investments by Chinese

First of all, in the offshore areas cov-
ered by the contracts, the Chinese al-
ready have carried out exploratory drill-
ing and even commercial production.
The Japan National Oil Corporation
(JNOC) contract is for exploration and
development of oil and gas resources in
a 25,500-square kilometer area in the
central and southern part of Bohai Bay.
Societe Nationale EIf Aquitaine signed
a contract for 9,400 square kilometers
in the Shijiutuo area in the northern

part of Bohai Bay, while Compagnie
Francaise des Pétroles (Total) agreed to
work in 10,190 square kilometers in the
northeastern part of Beibu Wan (also
known as the Gulf of Tonkin). Total’s
area is north of the site of Amoco’s seis-
mic surveying, and closer to the shore-
line of the Liuzhou peninsula. (The wa-
ters in all three areas are shallower than
in the South China and Yellow seas.)

The Chinese have drnilled at least seven
exploratory wells in Total’s area. at least
16 in Elf’'s area (Shijiutuo), and more
than 60 in other parts of Bohai Bay.
One of these rigs, the Japanese-built
Bohai 11, sank during a storm last No-
vember while being moved. Both the
French and the Japanese contracts spe-
cify that investments the Chinese al-
ready have made in the areas will be
counted as an unspecified part of Chi-
na's share of the investment in explora-
tion and production.

In the South China Sea, on the other
hand, the Chinese have done very little
exploratory work, although the Mini-
stry of Geology has drilled some explor-

L B A e RS 1 i Vi N P Vs W5 T F g’ AT A WELIE IR e Tt e R RS e o L SRRATE

“FENGSHUI" VERSUS OIL

For thousands of years Chinese people have analyzed the wind. the water,
and the lay of the land before choosing a site for a building, to ensure
harmony with the elements. Men have been drilling for oilamere 150 years.

Modernity is disturbing parts of traditional China, and we in the West
seldom hear about it. Recently on Hainan Island, some tradition-minded
people lashed out against progress, only to be reprimanded and promised a
stronger “ideological education.” Here are some excerpts from a reporter’s
letter and an editor’s note, both of which appeared in Hamnan Daily on June -4,
1980,

.. beginning this year, certain unhealthy phenomena in some places
have seriously affected the progress of the [petroleum] survey [on Hainan
[sland]. The following are specific things that the people have done:

I. “Thev have instigated feudal superstitious ideas to interfere with the
launching of drilling. Some people have said that the petroleum drilling
teams had destroved the local geomantic aspects and some women have been
stirring up trouble at the petroleum drilling work sites. A drilling team was
recently obliged to stop working.

9. “They have stolen the core casings and dumped the drilled mud
cuttings. . . . The geological materials that the No. 2 drilling team had
obtained through the efforts of the survey team members for over a month
and an expenditure of 441,500 yuan [about $300,000] were all destroved,
causing great losses to the state.

3. “Thev have looted state materials and stolen drilling and survey instru-
ments.

1. “They have threatened, attacked, and menaced the personal safety of
the survey personnel.

“Editor’s note: It makes us sick at heart and angry when we read this letter.
... We hope that local party government organs and units concerned will
strengthen the ideological education of the masses to immediately stop all
wrong deeds of intertering with and sabotaging petroleum survey works.
We must punish and deal according to the law with individuals with ulterior
motives who make use of feudal superstitious ideas to instigate the masses to
stir up trouble and carry out sabotage. We simply cannot be indulgent with
them.”

P e e

atory wells. Seismic surveys were car-
ried out entirely by foreign firms.
Thus, if the Chinese were to share in
the exploration investments for these
areas, they would have to come up with
large amounts of hard cash instead of
relying on previous work. Also, the costs
of development in deepwater areas are
very high, so the Chinese might prefer
to let the foreign companies shoulder
more of the risk for both exploration
and development. In return, the for-
eign companies would request a larger
share of the eventual output.

Another important difference lies in
the fact that US oil companies, unlike
those in France and Japan, are private
commercial enterprises. The French
government owns 70 percent of EIf Aqui-
taine, though it recently announced a
desire to reduce its holding to 51 per-
cent. Total is also partly state-owned,
and [NOC is completely government-
owned. Total and Elf each have re-
portedly acquired 30 percent partcipa-
tion in the other’s exploration agree-
ment with China. This means that each
one will be chief operator in its own
zone, but the other will share the invest-
ment and the eventual output.

Sharing the Risks

The Japanese and French contracts
are remarkably similar. Both are “shared
risk™ contracts, with provisions for di-
viding the eventual output of oil be-
tween the Chinese and their foreign
partners. The contracts call for a shar-
ing of the costs of investment in explor-
ation and production—51 percent to
be borne by the Chinese, 419 percent by
the foreign contractors.

In effect, though, the Chinese are
counting on the foreigners to foot the
bill for most new exploration. “The cost
of the operations China has conducted
so far in the designated areas will be
counted as the Chinese share in the ex-
ploration investment,” Xinhua report-
ed May 29, the day the final contracts
were signed. “The French firms are to
make up the rest in the agreed ratio.”
But how can one put a dollar value on
the labor and Chinese-built machinery
the Chinese have already invested in
offshore areas? This was clearly a cen-
tral issue in the negotiations—which,
for the Japanese. lasted more than two
vears.

Japan’s share of investment for initial
exploration is expected to reach $210
million over five vears. This sum is to
come from the combined capital of two
companies formed in April: Japan-
China Oil Development Corporation,
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the first

The year was 1959. The place was the Taching
field in China. Taching means “great
celebration”. .. quite appropriate since there was
a great celebration when the field produced
China's first crude oil.

The year was 1979. The place was The
Coastal Corporation’s Hercules refinery near San
Francisco. A tanker slipped into its berth with
750,000 barrels of Chinese crude oil. As the oil
was pumped ashore, Coastal became the first
U.S. company to import and refine crude oil
from the People's Republic of China.

The Chinese character for first is also a sym-
bol well suited to describe Coastal’s track record
as an independent leader in an industry domi-
nated by multi-national giants.

Coastal is proud to have been the first to
import Chinese crude and it has been our
rewarding experience to negotiate with such
astute trading partners who have earned a well
deserved reputation for business integrity.

We believe that some of our future energy
needs can be met by this alliance of the People’s
Republic of China and the United States;
trading partners working together to meet the
challenges of the future.

America can count on Coastal to continue to
play an important role in meeting America's
energy needs.

Refining and Marketing of Petrolewm Products + Oil and Gas
Exploration and Production + Natural Gas Systems + Coal «
Chemical Fertilizers « Transportation

@? o\ !

.. The Coastal Corporation

g A $5 billion independent energy
supply company operating worldwide

Coastal Tower
Nine Greenway Plaza
Houston, Texas 77046
713/877-1400
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and Chengbei Oil Development Cor-
poration. (Chengbei is an area in the
central part of Bohai Bay.) The Japan
National Oil Corporation put up 60
percent of the capital for these two ven-
tures; the remainder came from 47 pri-
vate Japanese enterprises, including oil
developers, oil refiners, power utilities,
and steel manufacturers.

The Japanese have estimated that by
the time the exploration period is com-
pleted, possibly by 1986, the total devel-
opment costs will be approximately $1
billion, to be split 51-49 percent by the
Chinese and Japanese over a period of
15 years. The Japanese Export-Import
Bank has offered China low-interest
credits to cover the Chinese portion of
the investment in production.

The French have been far more close-
mouthed about the value of their ex-
pected investment in exploration and
development. One unconfirmed report
says each company has agreed to spend
$100 million, including rental of rigs
and other equipment from China, plus
a signature bonus of $10 million. An-
other report estimated French explor-
ation costs at $80 million for each com-
pany. Given that the two regions the
French will be drilling are each half the
size of the zone awarded to the Japan-
ese, and given that the French contracts
call for an exploration period of four
instead of five years (as in the Japanese
contract), these estimates seem realistic.

Sharing the Wealth

The most vital—and still somewhat
vague—terms of the contract are those
dealing with the sharing of oil output as
repayment. The “Bohai formula” used
in the Japanese agreements calls for a

b percent-42.5 percent-42.5 percent
split of eventual output over 15 years,
beginning with the start of commercial
production. It is believed that the terms
of the French contracts are similar, call-
ing for:

e 15 percent to go to the operators to
cover the day-to-day expenses of opera-
tion, possibly marketed with the help of
the foreign partner. Since the invest-
ments in production will be split 51-49
percent, it seems reasonable to assume
that this 15 percent portion will be split
along these lines as well.

e 42.5 percent to be retained by the
Chinese government; and

e the final 42.5 percent to be split:
the first part to remunerate the foreign
contractor for the risks of exploration;
the second part to compensate both
Chinese and foreign parties for their

54

investment in exploration and develop-
ment. If any oil remains from this third
part, the foreign firms have the right to
purchase it from the Chinese at inter-
national market prices.

If oil is not found in commercially
exploitable quantities, the foreign firms
will have no claims on China.

The Japanese agreed to begin trial
drilling in the southern Bohai zone in
October 1980, shortly after the results
of geophysical surveying become avail-
able in August. Originally, they planned
to begin in January 1981, but the Chi-
nese convinced them to speed up the
schedule. China will supply 70 to 80

The Bits Add Up

all.

rangement by mutual consent.

construction.

SIX years.

HUGHES SELLS $200 MILLION WORTH OF TECHNOLOGY
TO BUILD DRILL-BIT FACTORY IN SICHUAN

It's deals like Hughes Tool Company’s that make other companies set
aside their reservations and decide the China market might be lucrative after

Hughes Tool signed a solid contract May 2 for a drill-bit technology
tlrln‘;fer arrangement that will bring the company some $200 million (a
“conservative estimate”) in cash sales of bits, bit parts, and royalties over the
next ten years. The Chinese also will purchase some $50 million worth of
machine tools and other equipment for the drill-bit plant, of which a large
portion may go to American manufacturers.

Hughes’ arrangement, subject to US government export approval, is a
licensing venture to build a drill-bit factory in Sichuan Province in several
phases. As a first step, the China National Machinery Import/Export Cor-
poration (MACHIMPEX) ordered approximately $25 million worth of
Hughes drill bits and will continue buying completed bits for two years while
the factory is being built. For the next two and one-half years, the Chinese
will buy bit parts for assembly at the plant. Gradually the Chinese will be able
to produce the head section of the drill bit, then the cone. Four and one-half
years after the start of construction, the factory should be able to produce at
least 20,000 oilfield bits per year, and possibly 4,000 mining bits per year as
well. For the next five years, the Chinese reportedly will pay Hughes a
minimum of $22.5 million per year in running royalties based on produc-
tion. After the present contract expires, the two sides can extend the ar-

Transfer of Technology ‘“‘Without Reservations”

Hughes has promised to keep the Chinese informed of all improvements
made in new bit design or manufacturing technology. although there is no
grant-back provision requiring the Chinese to inform Hughes of improve-
ments they discover. Hughes is required to inspect the plantand the product
for quality. The company will train 30 to 60 Chinese engineers in Houston
and will send a similar number of Americans to the Chinese plant during its

The contract does not restrict the Chinese from exporting drill bits pro-
duced at the plant. But with 500 to 600 working drill rigs in the country and
an expanding oil and gas development program both onshore and offshore,
the Chinese are likely to need all the bits they can produce.

The new plant will be built approximately seven miles from an existing
rock bit plant in Chengdu, the capital of Sichuan Province. Sichuan, in
southwestern China, is China's largest natural gas-producing region.

“This agreement is the most significant transfer of petroleum equipment
technology made by a US firm to the People’s Republic of China to this date.”
noted James R. Lesch, president of Hughes. The company has been negotia-
ting this deal with the Chinese for more than a year, beginning after Deng
Xiaoping, China's senior vice-premier, visited a Hughes plant in Houston in
January 1979. The final negotiations took only six weeks this spring. The
Chinese side included representatives from MACHIMPEX, China National
Oil and Gas Exploration and Development Corporation, and the southwest
branch of China Petroleum Corporation.

China has been buying American drill bits for several years from Hughes,
Dresser Manufacturing Company, Baker International, and Smith Tool
Company. Hughes has made $75 million worth of sales to China in the last

—D]
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percent of the materials needed for
drilling. ;u'cording to Japanese industry
sources. The rest will be supplied by
Japan or through international bidding.
An advance base for prospecting was to
open in Tianjin in late July.

The French plan to begin drilling im-
mediately. Total already has begun ad-
vertising job openings in the Hong
Kong press and expects to station about
25 people in the port town of Zhanjiang.
The company also is negotiating with
the Chinese about building office space
and accommodations.

A Model for the South China Sea?

Will the Chinese use the French and
Japanese contracts as a model for the
exploration-development contracts in
the Yellow and South China seas? They
aren’t saying yet. But a spokesman for
China Petroleum Corporation told Xin-
hua news agency on June 24 that “differ-
ent approaches will be adopted toward
different regions and circumstances,
and various types of customary cooper-
ation practices may be discussed.”

Some industry observers found the
terms of the Japanese and French con-
tracts too tough for private foreign oil
companies, saying that the French and
Japanese, both state-owned, “must
have been desperate.”

“Itdoesn’t all tie together: there seems
to be no provision for profit oil,” said
one US oil company representative a-
bout the French agreements. “We're
not going to sign anything like that, but
there may be some advantage to the
French politically.”

But others found the terms reasona-
ble.

“Ifone could be assured of being able
to secure almost half the crude, it would
be a contract that might have some ap-
peal to people who need crude oil,” said
another oil company official. He added
that some Chinese have told him, “These
contracts are too good; don't expect the
same terms.

Other Questions

Aside from the central question of
what form the contracts will take, other
questions remain about China's plans
for oil exploration and development in
the South China and Yellow seas. When
will the Chinese open bidding on blocks
in these areas? Which tracts will they
allow foreign companies to develop and
which will they reserve for their own
Ministry of Geology? And finally, what
arrangements have the Chinese made
with Arco for the block south of Hainan

July,

Wintertime drilling at the Dagqing oilfield.

Island, and will other companies be al-
lowed to bid on areas in that block?

The Chinese Petroleum Corporation
is planning to invite bids for explora-
tion and development of potential oil-
fields in the Yellow and the South China
seas late this year or in the first half of
1981. But most US industry observers
are skeptical that this rushed schedule
can be kept. More sober estimates ran-
ge from late 1981 to mid 1982,

The field work of seismic surveying
has been completed in all eight blocks
of the Yellow and South China seas (see
map, CBR, July-Aug., 1979, p. 62), al-
[h()ugh rough weather slowed it down
in the Phillips and British Petroleum
(BP) blocks. So far, Xinhua reported in
“indications are that in certain
zones there are good prospects for strik-
ing oil.”

The next step—interpretation of the
data—is well underway. Sixteen oil
companies signed agreements with
China for geophysical surveying; an
additional 30 corporations from nine
countries “participated” in the surveys
by helping to underwrite the costs.
These additional companies are enti-
tled to the resultant data, on which they
will base their own interpretation. The
first data analysis is due in October

1980, but it may be the first quarter of

1981 or later before all companies have
fed the data through their computers
and submitted their analyses to China.
Once the Chinese have received each
company's interpretation, they must di-
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gest the information and select the acre-
age that they will offer for bidding. Ac-
cording to at least some geophysical
surveying agreements signed last year,
the Chinese have promised to offer at
least one-third of the areas in the South
China Sea to the 46 “approved” foreign
companies for exploration bidding. They
also reportedly promised to offer areas
with good, medium, and poor prospects
in equal qu.mlmc . although the Mini-
stry of Geology is eager to start drilling
in the areas with the best prospects.

A big question many oil companies
are asking is: what of the other two-
thirds of the South China Sea blocks?
The Chinese are likely to keep one-third
of the area to develop by themselves.
The final third they may offer to for-
eign oil firms that propose special ar-
rangements, such as training programs
or technical assistance in refining or
petrochemical manufacturing. Specula-
tion that the Chinese might do this has
sharpened competition among the ma-
jor il companies.

The Chinese are unabashed in their
push for terms that promise short ex-
ploration periods as well. A key factor
in the bidding in the South China Sea,
noted Tang Chongmei of the Ministry
of Petroleum, “will be the extent to
which foreign companies are willing to
accelerate production.”

A Secret and a Controversy

Arco and Santa Fe International, the
first US firms to sign agreements with
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the Chinese for seismic surveying in
March 1979, have remained the most
secretive about their arrangements with
the Chinese. Unlike the other blocks,
where up to 30 other o1l companies be-
came early or late participants in order
to receive survey data, no other oil com-
panies have had access to data obtained
in the Arco-Santa Fe block. One excep-
tion to this has been a single well drilled
by the Chinese, from which the Minis-
try of Geology offered data to partici-
pants in the neighboring Amoco block.

Since geophysical work began in the
Arco block so much sooner than in the
other blocks in the South China Sea, itis
possible that the Chinese will offer areas
in the Arco block for exploration bid-
ding much sooner—perhaps later this
year. Arco and the Chinese reportedly
have been negotiating hard over the
arrangements.

Another controversial arrangement
has been BP's decasion to drill strat-
graphic test wells in the Yellow Sea
block where it conducted seismic sur-
veys. Al an acrimonious meeting in
London, the 30-odd partcipants in
BP's “group shoot”
idea. but BP is going ahead with the

voted down the

drilling this fall, possibly with one or
two participants.

Stratigraphic testing is a method used
to gain a better understanding of the

geological sequence and make-up of

the rock: it is sometimes, but not often,
used in the search for oil and gas.

Some oil companies objected to BP's
decision saying that it was inappropri-
ate to include straugraphic drilling in
an arrangement that was originally a
geophysical survey, which involves no
drilling. Others objected that there was
no clear need for stratigraphic testing
since some subsurface material is avail-
able already, charging that BP would
then have an edge on its competitors in
the analysis of data. The drilling re-
portedly will be done under a separate
arrangement between BP and the Chi-
nese, with BP bearing the cost. The
Chinese reportedly will do the drilling
under BP's direction.

Prospects in the East China Sea

Perhaps because of harsh weather
conditions and political jurisdiction dis-
putes, exploration for oil in the East
China Sea has lagged behind that in the

Jects was signed April 15

South China Sea and Yellow Sea. Pri-
vate oil companies have not yet become
involved in exploration of this area, but
preliminary prospecting work will be-
gin soon under the auspices of a Sino-
German  government-to-government
cooperation agreement signed last No-
vember.

In September, West German and
Chinese geologists will begin a geo-
chemical study of the seafloor, looking
for signs of oil in a 200,000 square kil-
ometer area off Wenzhou, Zhejiang
Province, in the East China Sea. The
Germans will provide laboratory equip-
ment, and the Chinese will supply the
vessel and the laboratory building in
Shanghai.

The prospecting will be one of two
projects conducted under the Sino-
German agreement. A protocol on fi-
nancing the first two cooperation pro-
, enabling the
projects to get started. Once the geo-
chemical study has been completed, the
Chinese will probably sign a contract
with a foreign oil firm for seismic sur-
veying. Production in the East China
Sea is not likely to begin until the 1990s.

—DJ %

TRADING

e opportumw L

hav
o o ndustries, '
gt mangiiit:cutwes 0 Varlou?rn dﬁerent o S
e of technology institutes
gentatives ! y 0
i O LOGY FAIR BELING 8
EIGN ADVANCED TECHNO
FOR
13 Dec 80
E: 25 Nov P
- Beijing Te chnology ECr:ﬁgg
SEROE: 13 Hufanglt Beijing,
i and
JoIRTE" ORG?; TEetr?ology Exch;mge Centre
%241 Engmeermg Lt
LS FROM: NG GO D | .
- BE%T ENGtNggQ N HONG KONG CABLE ADD.: BES
HELEX: 378 ESTN
¥ 37846 B 10846
TTEE\LE 3-665818 3-721

56

The China Business Review / July-August 1980



Manufacturers
Hanover
Geobanking'

1980 Manufacturers Hanover Trust Co

Meeting the banking challenges of the world
through a global credit and operations network.

GEOBANKING.

Now there’s more to the lure of China than the picture-
book beauty of its scenery and centuries-old culture.

We're on the threshold of a new era in trade between
the U.S.A. and the world's most populous country. At
Manufacturers Hanover—one of the first American banks
to establish ties with The Bank of China—we have the
background and insights to help American business take
full advantage of this rare opportunity.

Backed by an institution with nearly $50 billion in
assets, our financial experts can provide professional advice
on your participation in China trade. They are prepared to

discuss such specific possibilities as straight trade and
processing contracts through compensation trade arrange-
ments, and cooperative manufacturing and joint venture
arrangements. To each enterprise, they bring a sensitivity
to Chinese customs and economics.

Before you heed the call of China trade, get in touch
with the Geobankers at Manufacturers Hanover. Contact
Richard V. Johnson. Vice President, 350 Park Avenue,

New York. N.Y. 10022. Telephone: (212) 350-3201.

We are pleased to be a participant in the 1980 China

Exhibit, and we urge you to see it when it visits your city.

MANUFACTURERS HANOVER
The banking source.Worldwide.

Headquarters: 350 Park Avenue, New York, N.Y.

The China Business Review / July-August 1980

Member FDIC



YUNNAR
DRIED GINGER

Characteristics: Rich in oil-content
White in color
Dry & hot

Kinds: Peeled lump in gunny bag - 50 kgs net
Unpeeled slices in gunny bag - 35 & 45 kgs

Uses: As materials for
making condiment
extracting oil

CHINA NATIONAL CEREALS, OILS & FOODSTUFFS IMP. & EXP. CORP. YUNNAN BRANCH
113 HUA SAN ROAD (S) KUNMING CABLE: CEROILFOOD KUNMING

CANTON OFFICE: 62 PING KIANG SHI ROAD, CANTON  CABLE: YUNNANEXPORT KWANGCHOW

CHINA MOTOR SHOW

January 9—January 18, 1981
Cultural Park, Guangzhou * Canton, China

IF YOU MANUFACTURE...

Trucks, All Sizes Refrigerated Trucks

Specialty Truck Trallers Fire Engines

& Accessories Ambulances

Buses: Mini Vans fo Construction Vehicles
Articulated Transports Replacement Parts

Ecc y Passenger Cars Automotive Service Equipment
Tractors and Agricultural or Closely Related Products

Vehicles
Motorcycles & Motorbikes

You Could Play An Important Role In The Rapidly
Developing Transportation System of
THE PEOPLE'S REPUBLIC OF CHINA
(R e e e )

THE SPONSORS

Machinery and Electrical Bureau, Guangzhou, Canton
FOR FURTHER INFORMATION AND BOOKING CALL Foreign Trade Bureau, Guangzhou, Canton
. Automobile Association of China, Guangdong and Guangzhou
Mr. John Pricher or Ms. Jan Parker together with .
Mike Rossell & Associates Motor Show (China) Ltd Fung Ping Fan Consultants Ltd
Suffe 408 Good Year Hopeful Enterprise Co Peonica Enterprises (China) Ltd.
Mike Rossell and Associates
119 Merchant St.
= e Invite worldwide participation in China's very first
Honolulu, Hawaii 96813 international motor show. The growing transportation
: e needs of the People’s Republic of China call for this
Tel.: 808 523-7755
o comprehensive expo of available products and technology.
Telex: 723 8703 SHOW HR All relevant manufacturers are welcome.
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Our Corporation is a leading supplier of light industrial products in
China. The products handled by our Corporation are General Merchandise,
Stationery, Sports Goods., Household Electric Appliances and Building
Materials. Buyers' brands, designs and materials are also accepted.

For further details, please contact: China National Light Industrial
Products Import & Export Corporation, Shanghai Branch. Address: 128
Hugiu Road, Shanghai, China. Cable: INDUSTRY,SHANGHAI. Telex: 33054
INDUS CN.
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Subscribe to

CHINESE
PERIODICALS

m

ES

(in English)

China Pictorial
A large-format pictorial monthly containing
attractive pictures and lively articles

1 year $10.00

China Reconstructs

An illustrated monthly of general coverage
on China

1 vear $7.80

Social Sciences in China

Quarterly 1 year $26.00
Scientia Sinica
Monthly 1 year $78.00

Kexue Tongbao
A monthly journal of science

$39.00

1 year

Chinese Medical Journal

Monthly 1 year $39.00

Beijing Review
A political, theoretical weekly airmailed the
world over

$13.50

China’s Foreign Trade
$7.80

1 year

Bimonthly 1 year

Women of China

Monthly 1 year $7.80

China’s Sports

Monthly 1 year $7.80

Chinese Literature
A Chinese literature and art monthly
$7.80

China’s Screen

Quarterly

1 year

1 year $2.60

2 X
El Popola Cinio
A comprehensive monthly in Esperanto
$6.00

1 year

We look forward to your orders
Address: GUOZT SHUDIAN P.0. Box 399, Beijing, China

“209% discount on new and renewal subscriptions placed between September 15, 1980 and January 31, 1981.”
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Letter from
Chongqing

I paid the penalty tor arriving late. The hall was tull and
extra chairs had been set up outside. As I stood admiring the
white Faster lilies and red roses in the huge mural behind the
pulpit. an usher handed me a mimeographed hymn sheet.
Though I can’t read Chinese, T could easily recognize the
tune as that of the old Protestant hymn "Holy, Holy, Holy.”
Struggling to recall the English words 1 hadn’t sung for
nearly thirty years, Ladded my dissonant voice to those of the

more than 300 members of the congregation.

In the fall of 1966, the Revolutionary Committee of Chong-
qing ordered the closing ot all places of worship in this city.
The church that 1 was in, the Methodist, and four other
Protestant churches were the first to be shut up. A few weeks
later, the doors of St. Joseph's Roman Catholic church were
locked tight.

On the morning of November 3, 1966, a group ol Red
Guards broke into St. Joseph's. While some of them began to
rip down and disfigure religious paintings and images,
others rounded up the priests. Dragged outside, the ten men
were forced to remain in a kneeling position for the next
twenty-four hours while their swaggering tormentors reviled
them. They were cursed as running dogs of imperahsm and
accused of infecting the minds of the masses with supersti-
tous lies. During the public exhibition, other Red Guards
ransacked their quarters, confiscating their books and pa-
pers and destroying their belongings.

After closing the churches, the authorities hinally decaided
to find jobs tor clergymen and lay officials. For the next
thirteen years, Catholic nuns, Protestant ministers, and even
a few Buddhist priests worked together in a glove factory.
Almost all were middle-aged persons whose hands and
brains had not been trained for such work. Many tound the
working conditions intolerable. Poor lighting atfected then
evesight and dampness led 1o arthritic stiffening of their
fingers. Eventually the authorities retused to accept the badly
made products they were turning out,

Their private lives were no less dreadful. Cut oft from
books, they also lost almost all contact with their parishioners
except tor a brave tew willing 1o ke the risk of associating
with them. Theirs was a lonely, empty existence.

Christianity in Chongqing traces its origin back into the
nineteenth century. St. Joseph's had been founded in 1893,
thirty-five vears before the Methodist church opened its
doors. Following the savage Japanese bombing of Chong-
qing during World War 11, both buildings were destroved
and then rebuilt by their congregations. By the late 1940s,
there were upwards of 100,000 Christians in this city.

Even after 1949 when the Communists came to power and
all religion was put under state supervision, the churches
remained open. On Christmas Day, 1957, the priests of St
Joseph's performed more than 1,000 ceremonies of baptism.

I'hen came the Cultural Revolution.

The revival of hope following the fall ot the Jiang Qing
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clique in 1976 proved justified when the Central Comminee
of the Communist party announced a new policy the follow-
ing vear. The state would guarantee religious freedom.

In Chongqing, under the auspices ol the United Front
Committee, religious leaders and state officials began ne-
gotiations for the restoration and refurbishing ot church
properties. After the seizure of the churches in 1966, St
Joseph's had been converted into a small factory and several
otfices, the Methodist church into a department store.

Financed by state subsidies granted as partial compensa-
ton for former losses, reconstructon began early last vear.
At the same time, clergymen and lay officials were put back
on the state payroll at the rate they had been paid at the
outset of the Cultural Revolution. Tt was also deaded o
merge all Protestants in a single congregation which would
hold services in the Methodist church. In December, the
United Front Committee sent invitations to all known Chris-
tians in Chongqing to attend the reopenings.

At those first services held on Christmas Day, 100 people
showed up at St Joseph's and more than 250 at the Methodist
church. For most, it was a blessed event, the symbolic termi-
nation of thirteen vears of degradaton and fear, and the
hopetul beginning of a new era.

The less optimisitic remain cautiously apprehensive today.
I'hey find w ditficult 1o blot out the memory of personal
humiliation or the sight ot fanatical Red Guards seizing and
burning religious literature. Some, such as the old protessor
who vainly pleaded with the voung hoodlums to spare a single
copy of the Bible from the pile of books they tore trom his
hands, can never forget. They have decided to ignore the call
to worship. Their overt religious affiliation is a thing of the
past which broughtonly sorrow. If the wheel turned once !

The effect of the Cultural Revolution on both congrega-
tions is obvious. Nearly 90 percent are men and women over
fitty. Will the faith die when they pass away?

Perhaps not. Among the aging worshipers in cach church
15 a sprinkling ol voung people in their twenties and thirtes.
Ihough most are the sons and daughters of elderly par-
ishioners, a very few are the curious who have come to
ivestigate for themselves,

I'here are other indications that some ot the youth in the
post—Cultural Revolution generation are anxious to learn
more about this once taboo doctrine. One of my eaching
duties requires me to give a series of lectures on various
aspects of contemporary Western culture. The repeated re-
quest for the inclusion of Christianity on my list of topics has
surprised me. And 1 have also frequently been asked tor
copies ol the Bible.

[t the current regime does not alter its policy as w did with
the Xidan Democracy Wall, the taint but tangible evidence
revealed  here mdicates that organized  Christianiey - will
gradually be resurrected m Chongging.

—Roderick Stewart £
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NASIST nFizxBrnisn

Associated Services In Specialized Translations/Div. of Peking Language Institute

225 WEST 57th STREET, SUITE 601, NEW YORK, N.Y. 10019
(212) 246-2054; (212) 246-2080; (24 hrs.) (212) 940-0039

Call or Write

Expert TRANSLATIONS and INTERPRETATIONS (English to Chinese
and vice versa) for businesses in general, all technical fields, cul-
tural liaisons, etc.

Our Services Include:

% PRINT ADVERTISING;
% FILM/SLIDE SHOW NARRATIONS AND ARTWORK;
% CHINESE CHARACTER TYPING OR TYPE-SETTING;
% ARTISTIC LAYOUTS;
% BUSINESS CORRESPONDENCE (same-day service);
% CONTRACT WRITING AND NEGOTIATIONS;
% BUSINESS CARDS, BROCHURES AND CATALOGUES;
% RECEPTIONS AND MEETINGS;

% TRAVEL ARRANGEMENTS

Our staff consists of native Chinese teachers from U.S. universities,
radio-announcers in Mandarin, artists and economy experts; their
joint efforts will bring you SPEEDY, ACCURATE and MOST SATIS-
FYING RESULTS!
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China
Bookshelf

General

China Facts and Figures Annual, vol. 2,
1979. Gulf Breeze, Fl.: Academic In-
ternational Press (Box 555, 32561). 243
pages, standing order cost $34. The
compilation of statistics and lists updates
volume 1. Most recent information is
tor 1978. Names throughout appear in
Wade-Giles transliteration, although
lists of party leaders and place names in
Pinyin are also provided.

An Introduction to Education in the People's
Republic of China and US-China Educa-
tional Exchanges. Washington, DC: US-
China Education Clearinghouse (1860
10th Street, NW 20009), 1980. 85 pages.
Postage and handling will be billed.
Features background information use-
ful to American educators and educa-
tional administrators in managing ex-
change relationships with the PRC.

Economy and Defense

China’s Four Modernizations: The New
Technological Revolution, edited by Rich-
ard Baum. Boulder, CO: Westview Press,
1979. 307 pages. $18.75; $9.50 paper-
back. A compilation of seven of the 18
papers presented at the January 1979
Bermuda workshop on the post-Maoist
modernization drive, including three
new essays. The collection addresses
China’s program for acquiring and as-
similating foreign technology; trends in
agricultural, energy, and industrial
modernization; and national defense
policy.

Economic  Growth and Employment in
China, by Thomas Rawski. New York:
Oxford Umiversity, 1979, 194 pages.
$12.50; $4.95 paperback. This World
Bank study examines China’s labor

force and the various determinants of

industrial employment. An empirical
analysis shows how the PRC’s agricul-
tural sector absorbed 150 million new
workers between 1957 and 1975,

China: The Continuing Search for a Mod-
ernization Strategy. National Foreign As-
sessment Center, ER 80-10248 (NTIS
PBB0928204), April 1980. 21 pages.

$8.50" An analysis of Chinese moderni-
zation efforts, primarily since 1979,
which sets forth that economic policies
pursued in the next few years are likely
to stress agricultural development, while
later in the eighties more emphasis will
probably be given to heavy industry.

Technology, Defense, and External Rela-
trons in China, 1975-1978, by Henry G,
Gelber. Boulder, CO. Westview Press,
1979. 236 pages. $22.50. The formula-
tion of post-Mao modernization policy
15 analyzed in the context of China’s
overall toreign policy strategy and its
military and economic constraints.

The Chinese Armed Forces Today: The US
Defense Intelligence Agency Handbook of
China’s Army, Navy, and Air Force. Fngle-
wood Cliffs, NJ: Prentice-Hall, 1979.
240 pages. S15. A detailed description
of the organization, offensive and de-
fensive capabilities, logistics, and per-
sonnel characteristics of the Chinese
military system, including a qualitative
and quantitative evaluation of equip-
ment and weapons.

Asian Security in the 1980s: Problems and
Policies for a Time of Transition, edited by
Richard H. Solomon, Santa Monica,
CA: Rand, 1979. Rand Report R-2492—
ISA, November 1979. 305 pages. $10.
A collection of 12 essays on American
security policy alternatives toward Asia
in light of the lingering Vietnam war
experience and the shifting balance of
power between the US, USSR, and PRC.

Industry

Electric Power for China's Modernization:
The Hydroelectric Option. NFAC ER 80—
10089U. (NTIS PB80928207), May
1980. 24 pages. $8.50' The report sug-
gests that the Chinese are considering a
massive program to construct hydro-
electric power stations. Included are
lists of existing and proposed hydro-
electric power plants, and a color fold-
out map of plant locations.

China's Petroleum Organization and Man-
power, Including Dissemination of Technol-
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ogy in China. Washington, DC: National
Council for US-China Trade, 1980.
108 pages. $200 (3125 to members).*
Guide to China's petroleum organiza-
tion, manpower, oil fields, technology
dissemination, and offshore prospects.
Includes a petroleum organization
wall-chart.

Science and Technology

Astronomy i China: A Trip Report of the
American Astronomy Delegation. CSCPRC
Report no. 7. Washington, DC: Nation-
al Academy of Sciences, 1979. 109
pages. $6.25. A 1977 delegation of as-
tronomers reports on the organization
of astronomy in China and the facilities
and mstruments in use,

Earthquake Engineering and Hazards Re-
duction in China: A Trip Report of the
Amerwcan Earthquake Engineering and
Hazards Reduction Delegation. CSCPRC
Report no. 8. Washington, DC: Nation-
al Academy of Sciences, 1980. 189 pages.
S11.50. The report of the 1978 delega-
tion covers the organization of earth-
quake engineering in China, research
and practice, the effect of the Tang-
shan earthquake, and prediction of the
Sungpan-Pingwu earthquakes. Included
are illustrations of Chinese construc-
tion, and a discussion of the Chinese
building code.

Oceanography in China: A Trip Report of
the American Oceanography Delegation.
CSCPRC Report no. 9. Washington,
DC: National Academy of Sciences,
1980. 106 pages. $7. The report sur-
veys biological, chemical, geophysical,
and physical oceanography, shore pro-
cess, and marine archaeology in China.
Research institutes visited by the 1978
delegation are described.

China Trade

Taxes and Investment in Asia and the Pa-
cific: Preliminary Chapter on the People’s
Republic of China, 2nd enlarged edition.
Amsterdam: International Bureau of
Fiscal Documentation (PO Box 20237,
1000 HE Amsterdam, The Nether-
lands), winter 1979. 108 pages plus ap-
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pendices. Dl 95. This preliminary sur-
vey describes forms of doing business,
exchange controls, banking and credit
facilities, licensing, taxes, and invest-
ment laws in Chima. Details of the vari-
ous types of taxes and tax rates are in-
cluded.

Countertrade Practice in East Europe, the
Soviet Union, and China: An Introductory
Guide to Business, by Pompiliu Verzariu,
Washington, DC: Office of East-West
Trade Development, US Department
of Commerce, April 1980. 102 pages,
$3.75%. Provides a useful set of defini-
tions of countertrade and a detailed de-
scription of countertrade as it is usually
practiced. Sample contracts and exam-
ples of countertrade agreements are in-
cluded.

Sino-US Trade Statistics, 1979. Washing-
ton, DC, National Councal for US-

China Trade, 1980. 70 pages, $10 (free
to members).* Total US-China trade
figures and the 15 top imports and ex-
ports are given; statistics are reported
for commodities by Schedule B and E
numbers and by TSUSA and Schedule
A numbers.

Market Study

Business Opportunities in China for Pharm-
aceuticals and Hospital Supplies, a multi-
client study from FIND/SVP and Delta
International  Company, September
1979. 399 pages. $2,500. The study is
designed as a basic reference on health-
care trade with China, containing cur-
rent material for both strategic plan-
ning and marketing. Analysis of disease
incidence and the status of health care
in China is presented along with details
of China’s pharmaceutical and hospital
supply industries. Prime product can-
didates for export and import are cited,

CHINA’'S TWO NEW VICE-PREMIERS

Zhao Zivang and Wan Li, both protéges of Vice-Premier Deng Xiaoping,
were named vice-premiers at an April 16 session of the Standing Committee
of the Fifth National I’(nplc\('nngrcsq (CBR, Mar.—Apr., 1980, p. 42).

Zhao Ziyvang, born 61 years ago in Henan Province, has had a long and

varied career as a government administrator and party cadre, having joined
the party at the age of 20. In 1964 he was appointed political commissar of
the Guangzhou military district, and in 1965 was named firstsecretary of the
Guangzhou Provincial Party Committee. Criticized by the Red Guards and
purged during the Cultural Revolution, he reemerged in 1971 as a secretary
of the Nei Monggol Autonomous Region Party Committee.

In 1972 Zhao returned to Guangzhou and climbed 1o the province’s top
party and administrative posts within two years. In December 1975, following
Deng Xiaoping's return to power, Zhao was named first secretary of the
Sichuan Provincal Party Committee and head of the provinaal government,
positions in which he gained national visibility as a proponent of flexible
economic policies and economic reform.

Zhao was elected 1o membership in the Politburo of the party’s Central
Committee at its Fourth Plenary Session in 1979, and was elected a member
of the Politburo’s Standing Committee at the Central Committee’s Fifth
Plenary Session in February of this year. His appointment as a vice-premier
in April confirms him as an important leader in the Chinese government as
well as a key party official, and furthers speculation that Deng Xiaoping is
gu)()mm;.' him as a successor—and perhaps a replacement—for Hua

Guofeng.

Wan Li, 64, a nanve of Shangdong, concerned himself primarily with city
planning and construction as Beijing's vice-mayor before the Cultural Revo-
lution. Closely identified with Zhou Enlai and [)cng Xiaoping, he was out of
public view for two years during the height of the Cultural Revolution. In
1975, when Deng became a vice-premier, Wan was named minister of
railways, a position in which he proved an able administrator. Following
Zhou Enlai’s death and Deng's second fall from power, Wan again disap-
peared from view. In 1977, with Deng's fortunes once more on the rise, Wan
became first party secretary of Anhui Province and head of the provincial
u-\nlllllnn.ll\ committee. Although elected a member of the Secretariat of
the party's I'lth Central Committee in February 1980, Wan continues to
serve as first party secretary in Anhui, Administration of the province is in
the hands of the governor, former finance minister and former deputy
chairman of the State Economic Commission. —KIB

and essential financial and legal consi-
derations based upon recent trade de-
velopments are covered.

Specific types of products considered
to have high potential for export to
China include medical electronics, pros-
thetic heart valves, defibrillators, and
consumables such as basic diagnostic
reagents and medical papers. Among
pharmaceuticals, vaccines, and other
biologicals, antineoplastics, antihyper-
tensives, and opthalmic products are
prime candidates. Certain bulk pharma-
ceuticals, such as steroid intermediates,
also show strong potential for import to
the US. These and other products are
discussed in the study,

On the technology side, the study
concludes that production technology
in the PRC is very weak. Accordingly,
producers of medical products manu-
facturing equipment as well as produ-
cers of high-technology medical devices
may find a market in China.

Inquiries regarding the study should
be addressed to Mr. Andrew P. Garvin.
President, FIND/SVP, 500 Fifth Ave-
nue, New York, NY 10036. Telephone:
(213) 354-2424. Telex: 148358,

Travel

The China Guidebook, 198081, by Arne
J. de Keijzer and Fredric M. Kaplan,
New York: Eurasia Press (55 W, 42nd
St., Suite 1314, 10036), 1980. 446 pages.
S$10.95. The new and expanded edition
of the guidebook increases its coverage
of aties, includes a section on doing
business in China, and provides a guide
to travel for overseas Chinese.
Wall Chart

Ministries of China’s State Council. April
1980. Washington, DC: National Coun-
cil for US-China Trade. (free to
members).* Lists China’s ministries with
dates of establishment and names of
ministers and vice-ministers. — MG

*Prices shown for National Council
for US-China Trade publications do not
include postage and handling. For pre-
paid orders, please add S1 to cover those
COStS.

INational Foreign Assessment Cen-
ter publications can be ordered from
the National Technical Information
Service, 5285 Port Royal Road, Spring-
field, VA 22161. NTIS Order Desk
(703)557-4650. Prepayment is required.

?Available from the Superintendent
of Documents, US Government Print-
ing Office, Washington, DC 20402, Pre-
payment is required.

The China Business Review / July-August 1980



NEW PUBLICATIONS

from the National Council
for US-China Trade

TWO OUTSTANDING
CHINA BUSINESS REFERENCES

CHINA BUSINESS MANUAL

A comprehensive up-to-date reference guide to China’s commissions,
ministries, corporations, municipalities and provinces, financial institutions,
trade corporations, exhibition halls, advertising companies, and political
superstructure. Includes detailed organizational structures and branches of
organizations throughout China, plus addresses and telephone and telex
numbers. Pocket size for easy use. Available in late October 1980.

THE CHINA BUSINESS REVIEW
REFERENCE GUIDE AND FICHE

e A 33,000-entry computerized reference index to The China Business
Review by subject, product, country, and company, with 12,000 organization
and company entries involved in business with China, as listed in the pages
of the CBR, and two supplements to the CBR published during 1974-1979.

A must for any China researcher, company library, or sales executive
involved in the China trade.

e Fiche package of 36 issues of the CBR, including many now out of print,
useful for immediate reference. An invaluable-tool for any serious China
library, both business and academic. Reference guide and fiche available
in late October 1980.

Write NOW for your copies
Publications Sales

National Council for US-China Trade
1050 17th Street, NW Suite 350
Washington, DC 20036 USA
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CHINATRANS
£9 T £ & #FRF 29

The National Council for US-China
Trade Translation Service, Inc.*
The oldest and largest US organization

specializing in PRC technical and marketing
communications

eIn-house staff of professional translators
and editors

®In-house Chinese typing and
phototypesetting

eLargest US collection of current PRC
technical dictionaries and reference works

eStrict quality control — review and
proofing of all work by CHINATRANS
editors

ePublisher of the Chinese-language
Directory of North American Companies
(1980 edition to be published in September)

e Co-publisher, with Intercontinental
Publications, of Modern Engineering
Technology, the first international journal
published in China

China
Calendar

Continued from p. 6

Asia Society Cassettes on China

The China Council for the Asia Society has produced a
two-part slide/cassette presentation on Chinese and
American images of each other.

The programs were originated by Donald Gillin of Vas-
sar College, and produced by Terrill E. Lautz of the Asia
Society, and utilize newspaper cartoons, magazines, mo-
vie posters, and other sources.

Part 1 (“Looking For China: American Images”) fea-
tures American images of China and its people, from Fu
Manchu and Charlie Chan to Mao and Deng Xiaoping.

Part 11 (“Looking For America: Chinese Images”) fea-
tures Chinese images of the US from the first Yankee
traders to normalization of relations.

The programs are designed for use by adult. college,
and advanced secondary school audiences, and are avail-
able at $10 for each part.

For further information write China Council Slide/
Tape, The Asia Society, 112 East 64th St., New York, NY
10021 or call (212)751-3210.

FOREIGN ADVANCED TECHNOLOGY FAIR, BEWING,
1980

An exhibition at the Beijing Technology Exchange
Center, between August 23 and September 12 will display
the following foreign technology:

. . . e Audio-video equipment
* Advertising agent for Chinese media e Electronic s»’slvn!:[s and computers
_ e Industrial-production equipment
technical papers ® patents ® operation manuals e Mining equipment
brochures ® films e slide shows ® contracts e Oil drilling equipment
proposals e letters ® display materials e Scientific instruments

expert calligraphy ® business cards

Interpretation: technical seminars, contract

negotiations, delegation visits, conferences,
meetings, formal occasions

The above services are also provided by our

Beijing office, with support from the finest

Chinese translation and printing organizations.

120,000 visitors, including many PRC scientists, techni-
cians, and other senior officials, are expected to attend.
For more information contact:
Peter Bryant
Onshore Offshore Publications
2630 Fountainview, Suite 300
Houston, TX 77057 USA
Telephone: (713)977-0662
T (713)783-2774
Telex: 791 145 NP EXEC ST HOU

Li May Phipps, President Susan Cherniack

1735 K Street N.W., Suite 210 Minzu Hotel, Room 317 ) )

Washington, D.C. 20006 Beijing Katherine May

Telephone: (202) 296-3244 Telephone: 66-8541 Petroleum News SE Asia Lid.
Cable: CHINATRANS Cable: LIMAYCON 12th Floor

Telex: 64601 146 Prince Edward Rd. West
*CHINATRANS is the only translation firm Kowloon, Hong Kong

affiliated with the National Council for US- Telephone: 3-805294/5, 3-803029
China Trade. Telex: 37991 PNSEA HX

Cable: PETRONEWS %
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HONG KONG CONSULATE GENERAL OF THE UNITED STATES
Economic Section

The National Council
reminds its members
that the US Consulate
General in Hong Kong
offers extensive aduvi-
sory services to US
firms seeking informa-
tion on China's econ
omy and trade prac-
tices.

Henry A, Engelbrecht
Chief

Gilbert
Econc
Douglas

Spelman
Economic Officer
Photos: Dennis Brock
Courtesy of China Exhibition Corporation

Edward F. Connelly
Economic Officer
Michael J. Strotz
Economic Officer
Address: 26 Garden Road,
Hong Kon
Telephone: 5-239011




CHINA: 1980 SALES AND NEGOTIATIONS THROUGH JULY 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 which are listed as contracts or deals signed/won/secured/concluded. All others
are counted as negotiations.

Value
(US dollars and
local currency Status
Company/Country Product/Plant/Technology if known) Date Announced
Agricultural Commodities

(Us)

Nichimen (Japan)

CSR Ltd. (Australia)

Agricultural Technology
(Australia)

Chemicals
Agricultural and Industrial
Chemicals Inc. (US)

Chemical Plants and Equipment

Pennwalt, Camberley (UK)

(UK)

9 99 m bales of cotton (478,260 metric tons)
A|nim venture to grow snylx'ans. corn, wheat,
kaoliang, and alfalfa in Hedongjiang

Raw sugar (150,000 metric tons for delivery
between May and September)

Fstablishment of model beef cattle farm
on Hainan Island in Guangdong

US-produced fertilizers to be produced by
AIC’s production affiliate, Fertilizer Co.

Subcontract for the supply of six Sharples

Super D-Canter P6100 vertical centrifuges

Fume extraction fans

Coal, Other Mineral Mining Development, and Technology

Cokerill (Belgium)

Ateliers de Constructions
Electriques de Charleroi
(Belgium)

Traction et Electricite
(Belgium)

Alsthom Atlantique (France)

Construction of two 300 Mw coalfired
power stations

Construction Materials and Equipment

(Romania)

(Japan)

Electronics
Xytel Corp. (US)

Nihon Jakudenki Kogyo Co.

(Japan)
Marantz Japan Inc. (Japan)
Automated Systems

(Hong Kong)

Toho Denki (Japan)

One whole cement plant with annual pro-
duction capacity of 1 million tons

Two whole cement plants each unit with

annual production capacity of 1.5
million tons

16 computer-controlled Xytel ARC pilot
plant systems

“Technical cooperation and processing contract
to begin production of micromotors

(monthly production 20 million units)

Parts for 25,000 cassette radios

Multi-mini computer system

Joint venture for two million tape recorders

$600 million

NVG

Approximately
$80 million

NVG

%3 million

$£2.77 million
(£1.25 million)

NVG

£217 million

NVG

NVG

£1.7 million

NVG

NVG

%1 million

NVG

Contract announced
1/25/80

Contract announced
4/80

Sale announced

5/9/80

Agreement signed
4/12/80

Sale concluded
5/5/80

Contract announced
3/15/80

Contract won

4/15/80

Contract signed
2/80

Sale announced
4/10/80

Sale announced
4/10/80

Contract announced
3/80

Contract announced
4/80
Contract concluded

4/2/80

Shipped
4/3/80

Agreement announced
4/16/80
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Company/Country Product/Plant/Technology

Value

Status
Date Announced

Hitachi Lid. (Japan) Supply of more than 300,000 television sets

Wang Laboratories (US) Installation of 15 medium-sized computers
Aydin Corp. (US)

Two color display computers

AEG-Telefunken
(W. Germany)

Complete color television plant

Iron Ore and Pig Iron Products
Hitachi Shipbuilding and
Engineering Co. (Japan)

Iron ore sintering plant (yearly output
4.5 metric tons)

Machinery
Edward Pryor and Son (UK) Five machines (Pryor-mark type 34A roll
marking) for marking turbine and

compressor blades for aeroengines

Metal Mining and Processing
(W. Germany) Agreement financing German and Chinese
geologists to investigate raw material

potential

Petroleum and Natural Gas Development and Refining

Mitsubishi (Japan) Methanol import contract with Beijing
Chemical Trade Corp. (1500 tons to be
shipped in December)

Atlanuc Richhield (US) Geophysical search program off China

(Japan) Joint search for oil in northwest China’s
desert regions

National Tranian Oil Co.
(Iran)

“Large quantity” of Iramian crude oil

Agreement for the exploration and produc-
tion of o1l and gas in the Yellow Sea

Societe¢ Nationale
Elf-Aquitaine,
Compagnie Frangaise des
Pétroles (Total Oil Group)
(France)

Parker Drilling Co. (US) Agreement to supply China's national oil
company with specialized drilling services
and well-control techniques

Ports and Related Equipment
Ishikawajima-Harima
Heavy Industries

Power
Nuclear Services
International Corp. (US)

Economic feasibility study of a 1,000 to

6 front-end loaders to be used to build a
hydroelectric and water-control project
on the Yangzi river

General Motors (US)

Floating crane (slewing capacity of 500 metric
tons, 100 meters length, and 38 meters wide,
(Japan) with a maximum hoisting capacity of 2,500 tons)

2,000-Mw commercial nuclear power plant

Approximately

£37.5 million

$4-5 million

$275,000

NVG

$77.5 million

$498,420
(£225.000)

NVG

NVG

NVG

NVG

NVG

NVG

NVG

£20 million

NVG

£1.5 million

Negotiations announced
4/18/80

Sale announced
5/80

Order announced
5/12/80

Contract won
5/26/80

Order announced
5/9/80

Order announced
4/16/80

Agreement signed
4/15/80

Contract signed
2/80

Contract announced
4/80

Agreement announced
4/30/80

Contract signed
5/15/80

Agreement signed
5/30/80

Agreement signed
6/5/80

Delivery announced
5/15/80

Contract signed
5/15/80

Sale announced
6/12/80
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Status

Company/Country Product/Plant/Technology Value Date Announced
Scientific Instruments
Pfizer Medical Systems Inc. 2 computerized tomography scanners NVG Sent  2/10/80
(US)
Penlon Lid. (UK) Anaesthetic, resuscitation, and intensive care NVG Negotiations started
equipment 4/8/80

Shipping
Pacific Press & Shear Hydraulic press to be used in China’s first NVG Delivered
(US) marine container factory 4/7/80
Prompt Shipping Corp. Joint shipping venture with China Merchants NVG Agreement announced
(Hong Kong) Steam Navigation Co. 6/21/80
Steel and Steel Products
Nippon Steel Corp.
Nippon Kokan K K.
Sumitomo Metal Exportof 1.4m to 1.5m metric tons of NVG Negotiations

Industries Lid. steel from July to December 5/21/80

Kawasaki Steel Corp.
Kobe Steel Ltd.
Nisshin Steel Co.

(Japan)

Keystone Consolidated
Industries Inc. (US)

Steel Plants and Equipment
General Descaling Co. (UK)

Nippon Steel (Japan)

Midland-Ross (US)

Wean United Inc. (US)

Schloemann-Siemag A.G.
(W. Germany)

Telecommunications
COMSAT
Rockwell (US)

Ford Aerospace
General Electric Co.
Hughes

RCA

(Us)

Essco Collins Ltd. (Ireland)

Textile Products
International Wool
Secretariat

Tourism
(Hong Kong)

Kohler Co. (US)

Shin Ho Cheng Devt. Lid.
(Hong Kong)

Carbon-steel wire rod to be shipped late in
June or early July

Equipment for pigging energy pipelines

Contract to export a chemical plant, a power cen-
ter, and related pipings for new steel complex
near Shanghai

Three walking-beam reheat furnaces

Building of huge ultramodern steel plant near
Shanghai

Construction of cold-steel rolling mill outside

Shanghai

Talks underway as to possible engineering consult-
ing services for satellite broadcast and
communications system

Discussion involving sale of satellite broadcast and
communications system

Ten space-frame spheres

Agreement signed authorizing certain Chinese
mills to use its Woolmark symbol

2,300-room hotel in Guangzhou

Supply of 312 sets of bathtubs, lavatories, and
toilets for the Nan Hu Hotel

1,200-room hotel in Guangzhou

$4 million Order announced

6/5/80
$166,140 Order won
(£75,000) 3/22/80

$£278 million Contract signed
(¥ 70 billion) 5/14/80

£20 million Contract signed
5/21/80
Contract signed

6/6/80

£80 million

$733 million Contract signed

6/6/80

NVG Talks announced
3/80
NVG Discussions announced
3/80
$2.2 million Supplied
(£1 milhon) 4/80

NVG Agreement signed

4/18/80

$575 million Agreement signed
4/21/80
Order announced

5/14/80

£100,000

£60 million Deal announced

6/11/80
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Company/Country

Product/Plant/Technology

Value

Status
Date Announced

Hotel New Otani (Japan)

Transportation Equipment
Mitsubishi Motors Corp.
(Japan)

Equipement Mécaniques
Speaialisés (France)

Miscellaneous

Black & Veatch

Camp Dresser & McKee
Malcolm Pirnie (US)

Comex Industries (France)

(Macau)

Seibu Department Store
(Japan)

Asahi Glass Co. (Japan)
Dussek Campbell Lid. (UK)
Japan Philatelic Society
(Japan)

All-Japan Printing Industry
Ass'n, Japan China
Industrial Technology &
Culture Centre (Japan)

Donaldson Lufkin and
Jenrette Securiues Inc. (US)

AMF Inc. (US)

Licenses
Sperry Vickers Troy (US)

Hughes Tool Co. (US)
Sulzer Brothers (Switzerland)

Thorn Consumer Electronics
Lid. (UK)

Tie-up agreement with Beijing Hotel: hotel
management know-how in exchange new
Chinese cooking techniques

1,510 vans to be shipped between June and July

Joint venture proposal to build tire plant

Joint venture (AMCHENG) to offer
environmental engineering services in China

2 diving units and 2 mini-submarines as training
for Chinese divers and technicians for the units

Agreement to invest in huge housing project
(1,400 flats)

Joint venture company in Tokyo for marketing
Chinese herb medicine, foods, industrial art

objects, carpets, and other products

Order to upgrade glass factory
Casting wax handling plant and equipment
Contract with China Stamp Company to market

Chinese stamps and philatelic products in Japan

Book compesition plant in Shanghai with annual
capacity of 100,000 pages

Joint venture to build twin-tower skyscraper in
Guangzhou

10-year contract for manufacturing in China
baskethalls, soccer balls, and volleyballs for AMF

Technical know-how agreement for manufacture
of industrial hydraulic valves

License agreement to manufacture Hughes rock
bit
License agreement to manufacture compressors in

China to be used in steel production

License agreement to assemhle color television sets
in Hong Kong and China

Total Value of 1980 Sales Listed Through July 1:

Total Value of 1980 Negotiations Listed through July 1:

Cumulative Value of Sales from January 1, 1979, through July 1, 1980:
Cumulative Value of Negotiations from January 1, 1979, through July 1, 1980:

NVG = No Value Given

NVG

%9 million

Approximately
$10 million

NVG

$9.9 million

$150-200 million

$£3.97 million
(¥ 100 million)

$27.8 million
(¥ 700 million)

$299,052
(£135,000)
NVG

$3.97 million
(¥ 100 million)

$250 million

$£50 million

NVG
Approximately
$200 million

NVG

NVG

Agreement announced
6/21/80

Order announced
6/5/80

Negotiations announced
1/16/80

Announced
2/80

Contract signed
3/80

Agreement signed
3/23/80

Agreement reached
4/15/80

Order announced
4/16/80

Sale finalized
4/23/80

Contract signed
4/26/80

Agreement on
5/3/80

Negotiations announced
5/21/80

Contract signed
6/24/80

Agreement signed
5/5/80

Agreement signed
5/9/80

Contract concluded
5/14/80

Announced 6/19/80

$2.6 billion™*
$1.8 billion*
$10 billion*
$3.7 billion™*

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 CBR.

Table prepared by Catherine Yelloz

The China Business Review / July-August 1980 7



The National Council for US-China Trade—Officers and Staft

1050 Seventeenth Street, NW, Suite 350, Washington, DC 20036 USA

OFFICERS

Chairman: David S. Tappan, Jr.
Vice-Chairmen: William Anderson,

J. Paul Austin
Secretary-Treasurer: G. A. Costanzo
Counsel: Walter Sterling Surrey
President: Christopher H. Phillips

WASHINGTON STAFF
President: Christopher H. Phillips

Special Assistant to the President:
John R. Dewenter

Vice-President: Stanley Young
Administrative Assistant: Sally Aldridge

Publications, Research, and Planning
Executive Director: Nicholas H. Ludlow
Research Associate: Kenneth |. Bowman
Executive Secretary: Lora F. McClure

Exporter Services

Director: Norman W. Getsinger
Assistant Director: Harold C. Champeau
Assistant Director: Ernest C. Staber
Assistant Director: Richard Gillespie
Administrative Assistant: Gervaise Lee
Executive Secretary: Mary Tuck
Executive Secretary: Carolyn Eastham

Importer Services
Director: Carolyn Brehm
Associate: Jean Hoffman
Assistant: Sally S. Wile

Delegations Department

Director: Stephanie R. Green

Assistant Director: I-chuan Chen

Assistant Director: Scott D. Seligman

Associate: Stephen Markschied

Projects Assistant: R. Gillian Leavitt

Administrative Secretary: Susan L.
Schaefer

Secretary: Dianne Beal

Library

Librarian: Marianna Graham
Assistant: Catherine Yelloz
Assistant: Ramona Skeete

Promotions and Advertising
Manager: Suzanne M. Swim

Assistant: Connie Rinehart

Publications Sales
Manager: Sandra Bucci

Administration

Office Manager: Patricia P. Caperones

Assistant to Office Manager: Ayn
Summers

Receptionist: Juliet Carr

Assistant: Karen Ann Komar

Office Assistant: Michael O. Miles

Office of the Comptroller

Comptroller: Richard L. Peterman, Jr.

Assistant to Comptroller: Mary M.
Connin
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COMMITTEE CHAIRMEN (EXPORTERS)

Agricultural Machinery: Paul Johnson,
International Harvester Co.

Agriculture: Thomas Plato, Diamond
Shamrock Corp.

Banking and Finance: Mark Buchman,
Manufacturers Hanover Trust

Construction Machinery and Equipment:
James Z. Han, Caterpillar Tractor Co.

Engineering, Design, Construction &
Related Services: Harold Sorensen,
Fluor Corp.

Exhibitions: Saul Poliak, Clapp & Poliak

Food Processing and Packaging
Machinery Equipment: Robert W.
Coughlin, Pneumatic Scale Corp.

Legal: Walter Sterling Surrey,
Surrey and Morse

Mining and Metallurgy Industry:
W. A. Haley, Caterpillar Tractor Co.

Petroleum Processing: John S. Baldwin,
Esso Eastern, Inc.

Petroleum Production: Forrest A.
Garb, H. J. Gruy & Associates, Inc.

Pharmaceuticals and Medical Devices:
Adolph Sinkow, Brotherston Hospital
Supply Co.

Telecommunications and Electronics:
Donald L. Miller, Rockwell Interna-
tional corp.

Transportation: James S. Ross,
Rockwell International Corp.

COMMITTEE CHAIRMEN (IMPORTERS)

Importers’ Steering Committee
Chairman: Robert Boulogne, J. C.
Penney Co.

Vice-Chairman: Charles Rostov,
Trans-Ocean Import Co., Inc.

Import Subcommittees and Chairmen:
Chemicals Co-Chairmen: David
Cookson, Philipp Brothers Division;
Charles Haffey, Pfizer International,
Inc.

Foodstulfs/Native Produce and

Animal By-products Co-Chairmen:
Murray Berger, Seabrook
International; Lewis Shanks,
WJS, Inc.

Light Industrial/ Handicrafts
Co-Chairmen: Charles Rostov,
Trans-Ocean Import Co., Inc.;

Lee Sobin, Friendship International

Minerals and Metals Co-Chairmen:
Eric Ho, AMAX, Inc.; William
Rudolph, Philipp Brothers Division

Textiles Co-Chairmen: Marc Kunen,
Maven International, Inc.;
Veronica Yhap, Dragon Lady
Traders, Inc.

MAGAZINE STAFF

Editor-in-Chief: Nicholas H. Ludlow
Editor: James B. Stepanek
Managing Editor: Carol S. Goldsmith
Associate Editor: Edith B. Terry
Staff Writers: Karen Berney,
Dori Jones
Research Assistant: Catherine Yelloz
Contributing Editors: Stephanie R.
Green, Kenneth |. Bowman
Copy Editor: Kristen E. Carpenter

Production Assistant: Donna L.
McDonald

Designer: Louise Levine

NATIONAL COUNCIL TELEPHONE

NUMBERS

Main Number: (202) 828-8300

Publications: (202) 828-8350

Publications Sales: (202) 828-8326

International Cable Address:
USCHINTRAD

Telex Number: 89-7416

Beijing Office: Richard Glover, Beijing
Hotel, Room 1105

Hong Kong Liaison: American Chamber
of Commerce in Hong Kong
(AMCHAM)

1030 Swire House, Hong Kong

Telephone: 5-260165

Cable: AMCHAM
Telex: 83664 AMCC HX

Your Representatives in Beijing,
Guangzhou, and Shanghai

The American Embassy staff in
Beijing will be happy to assist
you; please feel free to call them
when you are in China’s capital.
Commercial: Walter C. Lenahan,
Chief
Officers: Phil Lincoln, Mary Von
Briesen, Kaarn Weaver
Agricultural Representative:
William Davis (FAS/USDA)
Telephone: 522033, Ext. 215/216
Address: 17 Guanghua Road
Cable: American Embassy

American consular facilities are
now available in Guangzhou and
Shanghai.

Guanghzhou Consulate General
Consul General: Richard Williams
Address: Dongfang Hotel
Shanghai Consulate General
Consul General: Donald M.

Anderson
Address: 1469 Huai Hai Zhong Lu
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CHINA TRANSLATION & PRINTING SERVICES-USA(SF)INC.

P E RFEN S5 AT
DIRECT COMMUNICATION

BRINGS

DIRECT RESULTS

[A[His recognized and highly recommended
by Chinese and American trade officials in

services to meet communica-
tion requirements. [{[]] offers
complete translation services
for all manner of technical mate-
rial and is the officially ap-
pointed sole agent by Chinese
authorities to represent the |
largest scientific and technical
translation and publishing body,
CTPSC, recently set up in Bei-
jing. Since 1965, [{[]] has been recognized
as the largest and most well-established
organization of its kind,

% & R A

handling 33 &
western industrial and technical exhibi-
tions in China. In addition to translation .
services, [I[J-USA also provides interpret-

Contact Judy Poon, [i[ -USA(SF), Inc.,153 Kearny St.,#511, SanFrancisco, CA 94108 (415) 362-2445
M T e T S B O i T P U 1RO TR ]

3
& 55
s
e
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$4av

providing quality translation and publishing e —

ing services, translated narra-
tions of audio-visual presenta-
tions, typesetting and business
cards. [A[H-USA announces its
publications of: US-China Elec-
tronics produced in Chinese
with the Chinese Fourth Minis-
try of Machine Building. Call
Patricia Green EW Communica-
tions, (415) 494-2800. US-China
Agriculture produced in Chinese
with the Chinese Ministry of Agricul-
ture. Call Larry Throckmorton West-
ern Agricultural Publishing, (209)
268-4374. China’s Foreign Trade: Its
Policies and Procedures in English,
by Beijing trade officials, includes
latest official government chart.
Now available from [§[J] -USA (SF).
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don’t know your company.
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I don’t know your company’s product.

BRI 4L

I don’t know what your company stands for.
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I don’t know your company’s customers.
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I don’t know your company’s record.
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I don't know your company’s reputation.
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Now —what was it you wanted to sell us?”
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McGraw-Hill helps you
in the People’s Repub

You know how advertising in
McGraw-Hill magazines helps your com-
pany contact prospects, arouse interest in
products, overcome sales resistance, and
create preference when you're selling to
businesses here in America.

But you may not know that McGraw-
Hill's American Industrial Report can do the
very same things to help you sell to your
toughest prospects in the People’s Republic
of China. And you also may not know that
American Industrial Report, as the first US
technical magazine accepted into modern
China, has more than seven years of experi-
ence and marketing expertise.

Obviously, the People’'s Republic of
China is an important new market for
American manufacturers. American Indus-
trial Report writes only about American
technology and carries advertising only
from American suppliers.

There are almost 1 billion Chinese.
McGraw-Hill’'s American Industrial
Report reaches the .1% you need
to do business with.

Every month, American Industrial Re-
port reaches 35,000 end-users, engineers,

managers, Foreign Trade Corporation and
ministry officials. With an estimated pass-
along of 50 readers per copy, that gives you
exposure to 1 million Chinese—the .1% of
the population who, as key decision-makers,
are your key prospects.

American Industrial Report also helps
you reach them in their own language. With
free translation of your advertising copy
into modern Chinese characters — the kind
used in technical journals in the PR.C., not
Hong Kong or Singapore. We also give you
free, expert advice on how to avoid the kind
of political and cultural errors that could
alienate or confuse the very people you're
trying to sell to.

American Industrial Report given
key role by US Department
of Commerce.

As the magazine about American
technology and American manufacturers,
we are making every effort to support the
activities of the Department of Commerce to
insure that the historic US National Trade
and Economic Exhibition in Beijing
November 17-28, 1980 is the most successful
industrial show ever held in China!

do business
ic of China.

Each month, American Industrial Re-
port will devote editorial to the Exhibition,
creating advance awareness about the show
in China. This will provide an effective ad-
vertising environment for exhibitors as well
as for those who are not participating in the
show but want to achieve corporate and
product identification within China’s trade
community.

A free quide to selling in the P.R.C.

American Industrial Report would like
to share what it's learned over more than
seven years of serving end-users in the
People’s Republic of China.

We've put it all into a free 84-page
guidebook, which you can get by writing
American Industrial Report, 1221 Avenue of
the Americas, New York, New York 10020.
Or calling Jane Sharp at 212-997-2807

=1 Ti\
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McGraw-Hill Magazines



