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

William Butler Yeats

If you want to do business with China, you must be
able to communicate. ChinaTrans, a U.S.-China
trade translation and publication service, can help
you get your message across clearly and accurately —
in Chinese.

Through ChinaTrans, you will have direct access to
the translation skills of well over 200 specialists —
linguists...physicists...engineers...chemists
...economists...political scientists...audiovisual
experts — who know the people, and how to
communicate with them effectively.

In addition to providing translating, typesetting, and
publishing services, ChinaTrans’ expert staff can
help you develop professional marketing approaches.
ChinaTrans will help you take the right steps at the
right time.

U.S.-China trade is no longer a possibility, it's a fact.
ChinaTrans can help you translate that fact into reality.

For more information about ChinaTrans
and our wide range of specialized
marketing support services, call

John Phipps or Myles Breiner at
202/296-3244.

' h‘m @1 £ I A U.S.-China Trade Translation & Publication Service
1735 K STREET N.W. SUITE 210 - WASHINGTON, D.C. 20006
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China
Calendar

CULTURE AND BUSINESS

[] New York City, through August 30.
An exhibition of about 150 17th- to
20th-century imperial robes with a
selection of other Qing dynasty objects
at the Metropolitan Museum of Art.
[ Cleveland, August 5-September 6.
Exhibition of more than 90 Chinese
ceramics pieces at the Cleveland
Museum of Art.

[J) Honolulu, July 17-September 13.
Exhibition of Chinese jades from Han
to Qing at the Honolulu Academy of
Arts.

[0 Oneonta, New York, October 9-10.
New York Conference on Asian Stud-
ies. Hartwick College will host the year-
ly event, which will include two sessions
specifically China-related: “Socialist

Legality in The People’s Republic of

China,” and “Perspectives on Modern
China.” For information, contact John
Lindell, New York Conference on
Asian Studies, Hartwick College,
Oneonta, New York 13820; (607) 432—
4200.

[] Washington, D.C., October 10-De-
cember 6. A photography exhibition.
F. R. Wulsin, in a 1923 scientific exhibi-
tion to Inner Mongolia, left behind a
unique record of the area and people.
The exhibit is organized under the au-
spices of the Peabody Museum of Har-
vard University and the National Geo-
graphic Society. The exhibit will be
held in the National Museum of Natu-
ral History’s Thomas M. Evans Gallery.
[] Detroit. Exhibition of Chinese,
Japanese, and Korean art. The Detroit
Institute of Arts reopened a gallery
that features Chinese and Japanese
painting, a wide variety of lacquers
from China, Japan, and the Ryukyus,
Korean ceramics, and screens from

Japan.
EXHIBITIONS IN CHINA

[J Guangzhou, August. Electronics
products exhibition. Sponsored by
Hong Kong-based Chiu Hua Electron-
ic Enterprises, Ltd., the exhibition will
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be held in the Guangzhou Foreign
Trade Center.

[] Guangzhou, September. Modern
business exposition, organized by The
Adsale People and the Economic In-
formation Agency.

[J Beijing, October. Technical meet-
ing, organized by the Society of Ex-
ploration Geophysicists (SEG). For in-
formation, contact John Hyden, execu-
tive director, SEG, P.O. Box 3098, Tul-
sa, OK 74101; (918) 743—-1365.

[ Guangzhou, October 1-6. Packag-
ing machinery exhibition, organized by
the Sino-American Trade Advance-
ment Company.

[J Guangzhou, December. Textile
machinery exhibition. Hong Kong-
Shanghai Technology Development
Co., Inc., will sponsor the event at the
Foreign Trade Center.

[] Beijing, December 1-8. Internation-
al Electronic and Optical Show, and
seminar. Sponsored by Sunlight Prom-
otion, Lid., the exhibition will be held
in the Beijing Exhibition Center. For
information contact Agneta Elmsved,
132 Madison Ave., New York, NY
10016; (800) 221-7179; telex 233693
POTIUR.

[] Guangdong, December 10-15. Ex-
hibition of wood-processing machin-
ery, equipment, and technology. "CHI-
NAWOOD,” sponsored by Industrial &
Trade Fairs International, Lid., will
take place at the Guangdong Commod-
ities Exhibition and Marketing Service
Center.

[J Beijing, Nanjing, Chengdu, Decem-
ber. Electronic products and instru-
mentation catalogue exhibition.
“ELECTROLIT EXPO 81, organized by
China Translation and Printing Ser-
vices-USA (SF), Inc., and the China
Electronics Import and Export Cor-
poration (CEIEC), will be the first prod-
ucts catalogue exhibition in the PRC
for the US electronics community. The
scope of the exhibition ranges from
suppliers of raw materials to manufac-
turers of finished products. For in-
formation contact Judy Poon or Russ
Lowe, CTPS-USA (SF), Inc., 153 Kear-

ny St., Suite 511, San Francisco, CA
94108; (415) 362-2445.

[] Tianjin, March 24—April 1, 1982. In-
ternational plastics and rubber indus-
tries technology exhibition. "CHINA-
PLAST '82" will feature plastics and rub-
ber machinery and materials. For in-
formation contact Overseas Exhibition
Services, Lid., 11 Manchester Square,
London WIM 5AB: tel. 01486 1951;
telex 24591,

[J Tianjin, April 27-May 6, 1982. Inter-
national construction and mining
equipment exhibition. "CHINABUILD
‘82" the first exhibition in China to
combine the construction and mining
industries, is being organized by Clapp
& Poliak International, and sponsored
by the China Council for the Promo-
uon of International Trade (CCPIT).
For information contact Clapp &
Poliak International, 7315 Wisconsin
Ave., Suite 1147N, Bethesda, MD
20014; (301) 657-3090.

CHINA’S EXHIBITIONS
ABROAD

[J Kinshasa, Zaire, July 14-19. A light
industrial products, handicrafts, and
textiles exhibition.

(] Vancouver, B.C., Canada, August 22—
September 7. Pacific International Ex-
hibit of light and heavy industrial prod-
ucts.

(] New York City, Multiproduct exhibi-
tion from Jiangsu Province.

ince.

[] Bari, Italy, September. An interna-
tonal light industrial products, textiles,
and handicrafts exhibit.

[] Baghdad, Iraq, October 1-15. An in-
ternational light industrial products,
textiles, and handicrafts exhibition.
[J Nouakchott, Mauritania, November.
A light industrial products, textiles,
and handicrafts exhibition.

UPDATE

The nuclear technology exhibit (see
The CBR, May—June, 1981, p. 3) will
take place October 23-31 in Beijing.
For information contact Patricia Pol-
lock, (312) 352-6611.
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Now — what was it you wanted to sell us?”

INTERNATIONAL INDUSTRIAL REPORT
helps you do business in the
People's Republic of China

AIR was the first foreign publication
permitted by the PRC to conduct an
extensive Readership Survey; and the first
magazine for the PRC to apply for

For more information contact your
nearest International Industrial Report/
McGraw-Hill sales representative:

Since 1973, American Industrial Report
(AIR) has been bridging the information gap
between U.S. and Chinese business and
industrial circles.

With a circulation of 40,000 copies membership in the BPA Audit Bureau of New York: Joan Silinsh (212) 997-3585
monthly, and a pass along readership Circulations, Inc. lan Stewart (212) 997-2946
averaging 30 readers per copy, your Chicago: Bob Gilot (312) 751-3716
advertisement reaches more than 1 million . . Fienver: Shirley KI 303) 825-6731
influential decision-makers, in every province 'nternational Industrial Report EIVELE Shirley Klotz (303 :
and major city in the People’s Republic of Beginning in June 1981, International Houston: John H. Pariseau (713) 462-0757
China. Industrial Report brings an international Los Angeles:  Lynne Simonfy (213) 487-1160

Our long track record and high scope of advertising and articles to the same — O —
reputation in the PRC have created a loyal loyal circulation and readership. -ondon: ichird Harrading 01-433-1451

3 d . hi becially Peter Welland 01-493-1451
gnd h:ghly}responsn_/e readership, especia ly Vivien James 01-493-1451
important in the unique cultural milieu of . )

China where meaningful business Additional services available Paris: Ken Davey 720-3342
relationships take great patience and The publishers of International Milan: Roberto Laureri 86-90-617
persistence to cultivate. Industrial Report, China Consultants Frankfur:  Irmgard Oettinger 72-01-81
c i servic International (Hong Kong) Ltd., and thei . .
Our commitment to service for ( g 2) ir Tokyor Akio Saijo (581) 9811/5

advertisers, coupled with a very responsive partners, the McGraw-Hill Publications

Hong Kong:  Cynthia Chin 5-270639

readership, yield hundreds of solid business
leads which might otherwise be difficult or
impossible to secure. Reader reply cards are
translated for the benefit of advertisers.
Provided along with the cards are bi-lingual
mailing labels for ease of follow-up mailing
— at no extra cost to advertisers.

Company, provide marketing support services
for the PRC market which are complementary

to advertising in International Industrial Report.

China Consultants International (CClI) is
a leader in the field of translation,
typesetting, printing and distribution of
technical and sales literature in the PRC.

[ .J D‘"
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World Bank Report:

China’s Options in the
1980s Hinge on Saving Energy

he World Bank’s June 1981,

thousand-plus page report on

China is a scintillating diagnos-
tic primer on the PRC’s economy and
its future prospects. Foreign observers
and Chinese planners alike will surely
appreciate its clear vision of the PRC’s
capabilities and options. Backed by a
wealth of hitherto unreleased data
(which will be treasured by those who
grapple dailv with the organizational
and statistical mysteries of the PRC),
the report focuses on fundamental
choices Beijing must face if it wants to
sustain healthy economic growth in the
1980s. Critcal to the success of these

scenarios will be the effectiveness of

China’s energy conservation program,
and the PRC’s access 1o soft loans from
international credit institutions.

Among the World Bank’s revela-
tions:

* China’s GDP rose 6 percent per
annum in real terms during 1970-
1979, and its per-capita GNP grew by
2.5-3.0 percent per year during 1957-
1979. These rates are signihcantly
above the average for other low-
income countries.

* During the reform and readjustment
of China’s economy, foreign trade and
capital could play an important role in
enabling imports to overcome supply
bottlenecks.

* Foreign exchange is likely to be a
much tighter constraint on economic
development in the future than it was
in the 1970s, due primarily to a de-

6

Nicholas H. Ludlow

teriorating energy situation in which
energy exports (worth about §5 billion
in 1980, a quarter of China’s foreign
exchange savings), will decline substan-
tially in the next ten years.

« China’s "most remarkable achieve-
ment” has been to make low-income
groups far better off in terms of basic
needs (employment, food, schooling,
health, and family planning) than their
counterparts in most other poor na-
tons. Life expectancy, at 64 years, is
“outstandingly high.”

« Gross agricultural output has risen
by 2.5-3.0 percent annually between
1957-1979, but agricultural output per
worker dropped 12 percent between
1957 and 1977. The World Bank found
that marked rural inequality and
poverty still exist in some areas.

*» Net industrial output increased 10
percent per annum between 1957 and
1979 in real terms; now China’s indus-
trial output per capita is three times the
average for other low-income coun-
tries.

* The bank nonetheless found China
to be strikingly inefficient in its energy
use. Industry accounts for more than
70 percent of total commercial energy
use. On a per-capita basis, this is nearly
four times the average for most poor
nations in the world. And energy con-
sumption in the PRC per dollar of GNP
is about three times the average both
for other developing countries and in-
dustrialized market economies.

« China’s transport system, enlarged

primarily through freight-oriented rail
expansion, has produced a rail network
handicapped by steam traction and
short-haul trathe, but which is “strik-
ingly efficient” in terms of density and
turnaround time.

Increasing the Efficiency
of the Economy

Throughout the report several
themes are repeated. One is that “Fu-
ture growth will inevitably depend
mainly on improving the ethciency of
resource use, rather than on massive
mobilization of resources and fun-
damental institutional change.” But the
transition ahead wil! be difficult: “A na-
tion that has spent three decades pur-
suing a particular set of goals with par-
ticular instruments will inevitably find
it hard to shift to a path that is not only
new for China, but has been successful-
ly trodden by few, if any, other
countries.”

To improve efficiency, the bank calls
for:

Planning. Medium- and long-term
planning is a fundamental need, as is
better training for planners. A “rolling
plan” covering five years, but revised
annually or biennially, may help re-
solve this question. Better statistics and
analysis, and wider dissemination of
statistics, would also contribute to con-
structive economic research, debate,
and improved decisionmaking at all
levels of government.

Pricing. Revamping the price struc-

The China Business Review/July—August 1981



ture is “crucial to the success of other
reforms.” Decontrol cannot be abrupt,
however. The bank recommends a
blend of free-market pricing and price
controls. This approach would involve
deregulating the prices of many pro-
ducer goods while retaining price con-
trols on consumer goods. Priority
would be given to rectifying the most
serious price anomalies—those of ener-
gv and raw materials.

Optimizing Investment Decisions. The
World Bank urges that banks and other
financial institutions, rather than gov-
ernment departments, assume more
responsibility for making investment
decisions. The bank emphasized that it
is “essential to improve the system of
allocating investment funds, including
the technical quality of project apprais-
al in the planning agencies. . .this will
require extensive use of shadow pric-
ing. It will also require better analysis of
the interaction of major investment
projects, which can be done only in the
medium-term planning
framework that is currently lacking in
China.”

Labor Allocation. The bank recom-
mends that technical and trained man-
power be allowed to transfer from one
organization or area to another, so that
skilled personnel are more fully util-
1zed.

Foreign Trade. The report has plenty
to say about foreign trade, especially
about the sector’s need for reforms.
Noting that Beijing is anticipating a
modest rise in its trade deficit due to
reduced export growth, the bank
points out that if China used the avail-
able foreign credits—most of which it
has not touched—the PRC could buy
time for economic reforms that “could
be well worth the cost in interest
charges.”

Such a policy would permit China to
substantially increase imports of raw
materials such as cotton, petroleum
products, timber, and metals—a less
costly alternative than drastically chop-
ping 40 percent off the country’s in-
vestment budget in 1981 and restrain-
ing output of useful commodities sim-
ply because certain inputs are in short
supply.

Among the reforms suggested to im-
prove foreign trade:

* Exporters should be given greater
freedom to import materials and com-
ponents where domestic substitutes are
scarce, or of poor quality.

* Wherever possible, administrative
procedures for trade should be stream-
lined.

sort  of
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* Producers should be allowed to
establish sustained and direct contact
with actual and potental foreign
buvers. Import allocation procedures
should be based on better economic
criteria and better investment de-
cisions.

* Individual producers and consum-
ers should be given greater freedom to
make export and import decisions on
the basis of “rational prices.”

* The question of the appropriate re-
lationship between domestic and world
prices in a country of China’s size must
be addressed. Meanwhile, trade plan-
ners should immediately adopt cost-
benefit analysis of trade options using
shadow prices, even prior to the imple-
mentation of price reform.

Sector Prospects and
Recommendations

The World Bank maps out the pros-
pects for three main sectors—agricul-
ture, energy, and transportation—as
follows:

Agriculture. Agricultural output in
the next decade is projected to grow by
2.0-2.5 percent annually, with food-
grain consumption rising by 2.3 per-
cent per year through 1990. In view of
the government's emphasis on meeting
consumer needs, agriculture will have
to diversify its commodity mix in the
future 1o accommodate changes in the
pattern of demand. A growth target of,
say, b percent per year in real consump-
tion might require a 3.5-3.7 percent
growth in agricultural production.

Among the products in greatest de-
mand: meat, hish, vegetable oils, sugar,
textile products (cotton and wool), vari-
ous side line and forestry products

Demand for imports of cotton,
grains, and soybeans may Huctuate
more than in the past, as China
brings marginal areas into production.
Future world trade in grains and fibers
will continue to be determined “to a
significant extent” by China’s agricul-
tural performance.

Energy. China's energy prospects are
deteriorating, with coal and oil output
declining. Oil output will remain
around 100 million metric tons
through 1985, “with little prospect of
an increase in the latter part of the
decade.” Coal production is not ex-
pected to exceed 730 million tons by
1985 and 900 million tons by 1990,
even if it is given high priority.

China’s primary energv production
growth rate is not predicted 10 exceed
2.8 percent per year in the T980s (max-
imum; 2.2 percent during 1980-85),
with electricity output increasing 4-5
percent per annum. With only moder-
ate energy savings, oil exports in 1980
ot 17 million tons would turn into oil
mports of 17 million tons by 1990, With
high energy savings, these oil imports
could be avoided.

In view of declining production at
Shengli, Renqiu, and Dagang, with
Daqing barely holding steady (and Chi-
na's remaining recoverable oil reserves
put at 1.81 billion tons), the bank con-
siders 1t essential that the PRC:

panies.

founding member.

Bl e === Syer o u )
Robert Boulogne

To the surprise and sorrow of the China trade community, Bob Boulogne
died suddenly June 19 of a cerebral hemorrhage. Bob was one of the earliest
China traders in the new era of Sino-US commerce. As director of ].C.
Penney’s International Buying Department, he spurred the purchases of
Chinese products by one of the largest US department/mail order com-

Bob followed up the initial interest in China expressed by |.C. Penney
Chairman Mil Batten, a member of the National Council’s first Board of
Directors who represented US importers on the first US trade mission to the
PRC in 1973. Bob worked not only with his company, but with the Im-
porters’ Steering Committee of the National Council, of which he was a

Through eight years of Council activities in China, Bob was a persistent
advocate of expanded trade. He was good-humored about problems that
arose and instrumental in resolving many of those problems, often by
developing programs to help Chinese products gain better acceptance in
the US market. As an experienced and sophisticated international buyer, his
supportive role was very much appreciated by both Chinese and American
colleagues. He will be sorely missed by the China trade community,




* Improve exploration technology
and held practices, and acquire equip-
ment for deeper drilling;

* Improve recovery programs, reser-
voir engineering, drilling equipment
and performance, cementing of well
casings, and well-logging tools used to
monitor water in oil reservoirs;

« Invest in refineries to upgrade its
petroleum products. (Chinese gasoline
is presently 67-70 octane.)

Coal. In the 1980s, most new capacity is
expected from underground mines.
Any major open-pit expansion “will de-
pend on procurement, operation, and
maintenance of foreign equipment,”
since large-scale equipment is not made
domestically. And increasing coal out-
put by 280 million tons between now
and 1990 will require “substantial” in-
vestment in railroad facilities, large-
scale mine-mouth power plants, long-
distance transmission lines, and coal
washing and processing plants.

Electnicity. A ten-year national power
plan is expected in draft by end-1981.
The bank strongly recommends that:

* Greater power should be given to
planning agencies to formulate region-
al and national development plans.
Such agencies must be empowered to
decide the least-cost sequences for
building projects. The bank recom-
mends using external assistance in the
initial period, pointing to the fact that
each percentage point subtracted from
overall cost would amount to savings
“far in excess of the cost of carrying out
the analysis.”

« Hydropower projects should re-
ceive a “vast and near-term effort”
accompanied by a large commitment of
capital resources.

« A large-scale technical training
program should be established, along
with computer centers for power sys-
tem studies.

Transportation. Among the bank’s
many recommendations are proposals
to develop more deep-water ports; in-
crease short-haul road freight and pas-
senger trafhic; and modernize electric
and diesel locomotives, short-distance
rail passenger equipment, and small
and heavy diesel trucks.

Studies by research institutes—
assisted by foreign experts—are
urgently needed in the helds of coal
transport, intermodal and short-haul
traffic management, the socio-
economic benefits of secondary and
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tertiary road networks and, finally,
deep-water port development.

Trade Options: Energy
Conservation Holds The Key

China's trade expansion in the next
15 years, as seen by the bank, will de-
pend on how well China saves energy
(the most critical factor in all future
scenarios); the success of China’s ex-
ports of manufactured products; and
the availability of concessionary finan-
cing.

Moderate Growth. The bank’s moder-
ate growth scenario calls for a 4 percent
annual growth of real GDP during
1980-85, and a 5 percent rate during
1985-90. This scenario depends on
“highly successful efforts” in energy
saving, and in switching from oil to
coal. China’s oil exports would decline
from 17 million metric tons in 1980 to
1 million tons in 1990, while coal ex-
ports would rise from 6 million tons
from last year to 40 million tons in
1990.

If the PRC’s exports of manufac-
tured goods increase modestly (by 10
percent yearly in constant prices), the
bank estimates that China’s foreign ex-
change earnings could reach $33.4 bil-
lion by 1990, in 1980 dollars. With
moderate inflows of foreign capital
reaching $4.6 billion in 1990, China’s
capacity to import would rise only by 6
percent yearly in the next decade. This
would limit imports of raw material,
machinery, and equipment at a time
when they would be sorely needed to
meet rising consumer demands.

Higher Growth. The bank’s higher
growth scenario projects a 5 percent-
per-annum real GDP growth rate dur-
ing the first half of the 80s, and 6 per-
cent p.a. in the latter half. In this case
oil imports would only rise to about 14
million tons by 1990 (coal exports
would average 20 million tons). A high-
er GDP growth rate would also boost
manufactured-goods exports by 15
percent per year—thereby increasing
China’s total foreign exchange earn-
ings, including services and net trans-
fers, to $44.6 billion in 1990 (in 1980
constant dollars).

Both scenarios are contingent on
highly successful energy savings. 1f con-
servation efforts are only moderately
successful, future oil imports would
have to be even higher—a warning that
serves to underline “the fragility of
China’s foreign exchange situation in
the 1980s”

The Bottom Line

What do these scenarios mean for
China’s balance of payments? What
kind of foreign-borrowing picture does
the bank foresee?

The bottom line, in the bank’s view, 1s
that if China maintains moderate
growth in borrowing, GDP, and manu-
factured exports, the PRC’s total debt
outstanding and disbursed in 1990
would amount to only about $20 billion
in 1980 prices—or $41 billion at pro-
jected 1990 prices. This isn’t much lar-
ger than the present external debt
levels of India, Indonesia, or the Re-
public of Korea.

The higher borrowing scenario pro-
jects a debt level in 1990 of $40 billion
($79 billion at 1990 prices). This would
represent only about 6 percent of the
outstanding debt of developing coun-
tries projected for that year by the
bank. As the report states, such in-
debtedness is “indeed quite modest”
for a country with a third of the de-
veloping world’s population.

China’s debt-service ratios in these
scenarios would be modest, (oo, rising
to 7.6 percent in 1995 in the moderate
growth projection with concessionary
credit terms, or 9.9 percent with harder
credit terms; and, to 10.3 percent and
13.8 percent, respectively, for the high-
er growth scenario.

The problem is that if China’s econ-
omy expands rapidly, and if the PRC
decides on a high rate of borrowing, it
will be essential for manufactured ex-
ports to grow at 15 percent a year. With
only moderate growth (10 percent
p-a.), the debt-service ratio would rise to
17.9 percent in 1995 with concession-
ary financing, and to 23.9 percent with
little concessionary financing.

The immediate prospect, as the bank
notes, is that “the general international
environment of possibly contracting
real aid flows will make it difficult for
China to obtain the amount of conces-
sionary capital it might deserve solely
on the basis of the country’s needs and
low level of income.” In other words, a
lot will rest in the next ten years or so on
China's capacity to increase exports of
its manufactured goods, a capacity it
should be taking very serious steps to
develop right now.

Member firms can contact the
National Council to obtain further in-
formation about the World Bank’s Chi-
na report. %
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“Knowing the right person, or the right
department to contact is the key to any
business, and especially in the People’s
Republic of China with its huge bureauc-
racy. This wonderful little book, the China
Business Manual, is the key to all those
doors to business opportunities with
China.”

Archie R. McCardell

Chairman and Chief Executive Officer

International Harvester Co.

Over 5,000 different entities and over
1,000 Chinese officials named. Addresses,
phone/telex/cable numbers listed. Or-
ganization of seven provinces and
municipalities listed in detail. All prov-
inces, prefectures, and counties included.
Contents organized by:

Political Structure
Agriculture

Energy

Finance

Foreign and Defense Affairs
Foreign Trade

Media and Advertising
Transportation, Communications, and
Travel

Science and Technology
Provinces and Municipalities

What is the structure of China’s economic
hierarchy? Whom do | contact and how?
Who can represent my needs in China?
Who deals in my product? The China
Business Manual is an encyclopedia of
China's trade and economic organiza-
tions, designed to answer all these ques-
tions.

Name __
Company
Address

Signature

Please send me

O My check is enclosed for $

The comprehensive China Business
Manual provides detailed information on:
All top party and government officials; 88
commissions, ministries, and state agen-
cies; over 500 corporations; over 270
foreign trade corporations and branches;
almost 500 societies, associations, and
research institutes; more than 200 fac-
tories; some 350 scientific and technical
publications; over 2,500 provincial and
municipal subunits; over 850 provincial
and municipal commissions, branches,
etc.; over 100 banks and branches; plus
exhibition centers, advertising agencies,
port authorities, Chinese weights and
measures; and much, much more.

Indexed and cross-referenced by product
and organization.

The China Business Manual is a must for
anyone doing business with the PRC —
importers, exporters, lawyers, agents,
advertising executives, retailers, etc.
Whether you are a first-time China trader
or an old hand in the business, govern-
ment, or academic communities, the
China Business Manual is indispensable.

Handy, 336-page, pocket-size volume costs only $11.95 plus
$1.00 postage and handling. Only $9.50 plus $1.00 P&H for
member companies of the National Council.

__ copies of the China Business Manual

O Please bill me.

Return to: The National Council for US-China Trade
Department 10A « 1050 17th St., NW, Suite 350
Washington, DC 20036

Published by the National Council for United States-China Trade
Distributed overseas by Prentice-Hall International, Inc.
Money-back Guarantee

“In business — or, want to do business
with China? Buy this book! It's a gold

mine of trade and economic information.
Every company executive in business with
the PRC should have the China Business
Manual as a basic tool of the trade.”
Eugene A. Theroux
Partner

Baker & McKenzie
Beijing Office
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For centuries emperors and peasants
have made the long, arduous climb to
the cloud-enveloped peak of Shan-
dong’s magnificent Mt. Tai. From
more than 5,000 feet above sea level,
the sun was said to begin its morning
journey toward China’s three cardinal
mountains in the West. Transportation
has changed little over the centuries.
Though a tramway and motorbus
route are under construction, pil-
grims for now must scale the moun-
tain’s 6,000 hand-carved steps on foot.

o place on earth rivals the
legendary beauty, the poten-
tial, and the monumental prob-
lems of China as a developing tourist
site. Here, where the red-and-gold
grandeur of ancient temples looms
above the peasants” humble gray dwell-
ings, the striking contrasts that char-
acterize China describe its growing
tourism industry as well,

Just three‘vears ago China opened its
gates to visitors from around the globe.
In 1978 nearly 125,000 tourists from
more than 60 countries (excluding
overseas Chinese and residents of
Hong Kong, Macao, and Taiwan)
traveled to the PRC—a number surpas-
sing the sum total of visitors over the

previous 24 years. Last vear's influx of

218,000 foreign tourists marked a one-
third increase over 1979, according to
the China International Travel Service
(CITS), bringing the 1980 total to
900,000 foreigners and overseas
Chinese.

Revenues took a corresponding
jump. Figures released in April by the
State Statistical Bureau report 1980
tourism revenues of $613.3 million, a
significant increase over the $449 mil-
lion in receipts the year before.

Such growth, remarkable as it seems,
is expected to continue. The General
Administration for Travel and Tourism
in early June predicted that the num-
ber of tourists will increase by 30 per-
cent each vear for the next five years.
Officials look forward to at least 2 mil-
lion tourists—some put the higure clos-
er to 3 million—by 1985, That would
generate around $2 billion in revenues,
along with serious problems in han-
dling the load. Stories of travel-weary
tourists arriving at 2 AM. to find no
place to stay, or of being bumped more
than once from domestic flights,
already are legend. At present China
has only about 100 hotels, 2,000 guides
and interpreters, and 3,000 drivers 1o
meet the demand.

Readjustment has made tourism de-
velopment a high priority without a
sturdy financial base. There is a preva-
lent feeling, expressed in so many
speeches and editorials of late, that the
“export of scenery” needs relatively lit-
tle backing to generate handsome re-
turns. A commentary last year in Bei-

jing's Economic Management touted

tourism as “an industry in which invest-
ment 1s small, results are quick, costs
are low, and prohits great”

Indeed, China has made noticeable
progress in developing tourism even
during this past Year of the Austere
Budgert. Every few weeks it seems the
Chinese press headlines some en-
couraging event: “Yunnan Opens
Ancient Pagodas™; "Classical Sites Ren-
ovated In Beijing” Hotels across the
country are undergoing facelifts—
adding a new wing, installing air con-
ditioning, opening restaurants and an
occasional swimming pool or sauna.
(Guangzhou's Dong Fang Hotel, with
its disco and sculptured lagoons calling
up visions of Miami Beach, just wel-
comed a French hairdresser to its beau-
ty salon.)

In three vears” ime China has come
to understand that many tourists want
to experience the country’s unspoiled
beauty not from a bicycle or the back of
a camel (though such tours are
offered), but from the window of a
cushioned bus or train. The latest lure
for such Westerners, according to

Carol S. Goldsmith




Pacific Travel News: luxury cruises along
the scenic Chinese coast and into the
South Pacific aboard the 580-passenger
Minghua, complete with swimming
pools and four bars serving the special-
ty of the house—a “Great Wallbanger.”

These brush strokes of color have
brightened the tourism picture without
covering the black-and-white problems
underneath. One CITS ofhcial de-
scribes the tourism industry as “full of
contradictions.” To date, 122 scenic
spots have been opened, most of them
in need of more and better hotels,
transportation, restaurants, guides,
and shops. Tourists nonetheless keep
crowding into the same dozen or so
locations from April to October, de-
spite off-season air and hotel discounts.
For most it would be unthinkable to
return from China without pictures of
the Forbidden City, the Ming Tombs,
the diggings at Xian, or Shanghai's
busy waterfront. Sheng Shoujun, a
vice-chief of the CITS head office, says
tourists frequently cancel their trips
upon learning they won't be trekking
up the Great Wall.

As a result, he continues, “Beijing,
Shanghai, and Xian have many tourists
and a shortage of rooms. Yangzhou
and Zhenjiang have many hotels but
they are short of tourists.”

Ask a Chinese official which tourism
areas need to be developed, and he’ll
answer with Howing descriptions of the
Poyang Lake resting at the foot of the
Lu Mountains, of the spiraling gray-
blue peaks that stretch along either side
of the Yangzi River as it courses
through the rugged Three Gorges.
He’'ll talk in broad terms about the
shortage of tour guides, lodging, trans-
portation, publications, souvenirs. But
press him on specifics—exactly how
and in what areas foreign firms might
help—and he leans back in silent
thought.

China is groping for ideas, searching
for help in developing its tourism
trade. Business visitors are constantly
being asked to make suggestions about
the overall tour operation and to evalu-
ate the hotel rooms (or whatever
makeshift quarters are passing for
hotel rooms at the time). The smart
ones don’t look to Chinese ofhcials for
firm ideas or plans on cooperating in
tourism ventures; they look at each
area, each scene encountered with the
eyes of a tourist and the mind of an
entrepreneur. For awaiting discovery
in virtually every corner of this infant
industry are business opportunities
large and small for those imaginative
enough to seek them out.

rd
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China Airlines
The frail, uncertain stewardess aboard
China’s official airline, CAAC,
addresses the passenger with a barely
audible, “Chinese wine?” or
“Souvenirs?"” From a large silver tray
she proffers a choice of red or blue
socks, printed scarves, or round plastic
thermometers with red birds painted
on front. Less exotic offerings, like
coffee, tea, or milk, are harder to come
by.

AAC flight 987 idles on the runway

for an hour and a half. Itis the first
of three lengthy stopovers on this gruel-
ing 252-hour direct flight to Beijing, as
the Chinese crew tries to correct vague
“electrical problems.”

Passengers board the Boeing 747
with an uneasy curiosity. In the short
time Pan Am and CAAC have been
operating regular flights between the
two countries (Pan Am began its twice-
weekly service in January and CAAC in
March), stories about the mediocre ser-
vice and frequent delays have taken
wing. Actually, CAAC’s reputation pre-
ceded its American touchdown. Even
domestic passengers in China with
nothing to compare it to complain of
CAAC’s overcrowded seating, over-
booking, choppy rides, and cold, un-
appealing boxed lunches.

A first-class ticket aboard the interna-
tional flight entitles the traveler to the
best CAAC has to offer—which is fre-
quently very good. Soft-spoken stew-
ardesses in dark blue, buttoned-to-the-

picture taken is his own problem.

For just a few fen, a tourist can climb atop the stately camel at the great wall. How to get his

collar pantsuits serve a variety of un-
usual food, prepared through an eight-
vear joint venture with Hong Kong's
China Air Catering. The huge three-
course lunches and four-course dinners
typically include a salad with various
types of raw seafood and quail eggs,
main courses of duck and curry chick-
en, and assorted fruits and cakes for
dessert.

Breakfast is more of the same. At
6:45 A M., like it or not, the undeniable
aroma of cold salmon and Mongolian
lamb tugs insistently at the sleeping
traveler’s blanket.

CAAC ofhcials admit that foreign
assistance is most needed in the service
department. Those shy, young steward-
esses frequently seem confused by even
the simplest requests, due mainly to
their tenuous understanding of En-
ghish. Liquor and dairy products are
foreign concepts. Two stewardesses
could not grasp the difference between
7-Up and tonic water, and a third gave a
passenger a glass of Half-and-Half in-
stead of milk, and a slab of buuter in-
stead of cheese—a mistake which could
only be detected in the tasting.

There is an awkwardness in dealing
with passengers, too, that seems born of
China’s polite deference toward for-
eigners. To the dismay of several first-
class customers, passengers who had
paid coach fare came up front to sample
the wine, watch the films, and take a nap
on the reclining lounge seats.

True to socialist ethics, everyone is
equal, regardless of class.

At present CAAC flies 17 interna-
tional and 160 domestic routes; there
are plans for further expansion. The
airline shares the country’s intense in-
terest in tourism and is taking steps to-
ward its promotion. The former head
of CITS’s North American division, Bi

-
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Xueqian, recently brought his tourism
expertise to his new position as CAAC’s
head of international affairs. The de-
partment works closely with foreign air-
lines on bookings and training pro-
grams.

Bi has a firm grounding in the range
of problems plaguing China’s tourism
industry. And if he has his way, CAAC
will play a greater role in promoting the
trade. The airline already holds a share
of the foreign visas allotted by the
General Administration for Travel and
Tourism, but still must rely on CI'TS for
most travel arrangements. It also oper-
ates airport hotels in Beijing, Shanghai,
Guangzhou, Hangzhou, and Kuming,
says Bi.

Right now CAAC is considering
further invasions into CI'TS territory by
building and operating hotels in its own
name, he continues, perhaps in joint
ventures with US, Hong Kong, and
Singapore firms.

To accomplish manv of its goals,
CAAC is hoping to develop a major
travel department like “almost every big
airline company has,” says Bi. “But we
are not very familiar with big foreign
travel companies. And we haven't
found a good way to make cooperation
with them.”

China Travel:
The CITS

Visitors wandering around the half-lit
hall of an ancient Foshan temple gaze
up at the ornate shapes of man and
beast carved so precisely in the granite
beams. No scrolls explain their
meaning or reveal the story behind the
dozen gold-cast noblemen towering
above the tourists, their unbending
bodies thrust forward as though in
forced homage to an unseen god. A
tour guide is there to discuss the
history and symbols of this temple
outside Guangzhou. But his hesitant,
incomplete narrative frequently
clouds the meaning.

rchestrating the grand mix of
tourism arrangements is a chal-

lenging task in China. Not only are
there myriad state and local bureaus in-
volved in travel, hotels, and tourist
transportation, but there is some dis-

agreement over how they all should
operate. Even Bi, reflecting his experi-
ence at both CITS and CAAC, gives
mixed signals.

“"We expect somehow to centralize
tourism,” he remarks, “since some
groups involved are not professional.
But if CITS does all the travel business,
it seems it cannot do the job well. We
don’t want only one travel business. At
the same time we don’t want as many as
in the USA”

With a shrug he interrupts himself

and says, "Maybe the people in CITS do
not agree. They may want to do all the
business themselves.”

From 1954 to the recent past, tourism
was CITS's near-exclusive domain.
Operating under the General Adminis-
tration for Travel and Tourism, formed
in 1964 to coordinate overall tourism
policy, CITS took on the responsibilities
of organizing tours, handling travel
documents, escorting exhibition partici-
pants, and overseeing hotel develop-
ment.

Today the roughly 500-member head
office divides its authority among 101
provincial and municipal branches, and
“cooperates,” as the Chinese put it, with
tourism institutes and supply groups
that are popping up with increasing
frequency. Some recent examples: the
China Tourism Service Corporation,
which organizes under CI'TS the pro-
duction and supply of souvenirs and
foodstuffs for duty-free shops; the Chi-
na Tourist Goods Study and Supply
Corporation, which does basically the
same thing under the State Economic
Commission and Ministry of Light In-
dustry; the China Youth Travel Service,
whose guests are heightening competi-
tion for scarce hotel rooms; and various
tourism policy/research groups—the
most prominent being a new interagen-
cy group under the State Council,
headed by Vice-premier Chen Muhua.
Its broad mandate for examining and
coordinating policy regarding visas,
transportation, hotels, construction,
pollution, and tourism revenues opens
speculation this could be a forerunner
to a ministry-level travel and tourism
commission.

For now, CITS decides the fate of

nearly all who visit China. (Last year, 5.7
million tourists, overseas Chinese, busi-
ness persons, scholars, and athletes
traveled to the PRC.) The branch offices
make all the hotel and travel arrange-
ments for tourists. Nothing is con-
firmed before a group's arrival, despite
a travel agent's best assertions; itinerar-
ies inside China can change on a daily
basis. It is true that an established agent

might have more luck getting what he
or she paid for by negotiating with
ofhicials as the tour proceeds. But the
trip’s ultimate success is out of the
agent's hands.

CITS tours are offered in about 20
popular models. Wholesale tour oper-
ators generally pay CITS about $1,000
for a standard two-week tour of four or
five cities and nearby sites, including
hotels, meals, and transportation inside
China. (The tour’s final US market
price varies with the retail agents.) Spe-
cial-interest trips to out-of-the-way
areas, bicycle tours (see box), and for-
eign individual tours (FITs) allowing
smaller groups more fexibility, have
been introduced by some American
operators—even though most travelers,
they say, prefer to trust CITS on the
standard circuits.

A typical group is accompanied
throughout China by a guide from the
CITS head ofhce, and hosted at each
tourist spot by a branch ofhce guide.
The skills and interests of the escorts
vary with the landscape. One eager
guide in Suzhou related the legends of
the temples and famous gardens with a
zest that belied their many tellings. A
western-oriented Beijing guide, clad in
trench coat and polyester slacks, made
his group promise to ask no questions
on the bus trip back from the Great
Wall. He wanted to take a nap.

It’s the middle of the night when two
US delegations arrive at the Beijing
Hotel, about an hour apart, each to
claim the dozen single rooms its host
promised would overlook the
Forbidden City. The hotel received the
two requests from CITS, and knew at
the time it couldn’t accommodate both.
But why dash the hopes of one
prematurely? Better to await their
arrival and see which group can find
its way in through the “back door.”

he tone and tenor of a China trip
are often set at the hotel door.
Whether a group gets into the coveted
Beijing Hotel or finds itself being bused
an hour away to the Friendship Hotel
says as much about the group’s status in




China as it does about the hotel market.

China is desperate for lodging. To
handle the 2 million or more tourists
expected by 1985, othcials estimate
60,000 beds will be needed. That's
about twice the number available now.
Two years ago, when China opened its
door to travelers, hotel firms were
crushing one another in the mad rush
to burst first on the tourism scene.
Hyaut, Hilton, Western International,
Intercontinental, and all the rest made
grand proposals for luxury high-rise
hotels, before realizing China was
acting like a lawn-chair tourist who can
only afford to enjoy the brochures.
Soon the word went out that China was
in the market only for smaller, economy
hotels. But that idea lost credence when
a few international-standard hotels
started going up while plans for some
economy models were falling through.

CITS over the past year has penned
agreements and broken ground on a
limited number of hotels in every size
and shape, primarily with Hong Kong
partners. The termstend to follow these
guidelines:
Chinese, and repayment through
shared receipts.

In Guangzhou, home to fully a third
of China’s hotel beds, three major hotels
are under construction and several
more are being discussed. Now under
way next to the Dong Fang is the
Guangzhou Hotel, a $60 million ven-
ture with a Hong Kong consortium
headed by Sun Hung Kai Securities.
The consortium is covering construc-

no money down by the

tion and furnishing costs for the 1,200-
room structure, to be completed in late
1982 or '83; Sun Hung Kai reportedly
will receive the entire net profits for the
first five vears. Opposite the Baiyun
Hotel on Huanshi Road, the founda-
ton is being laid for the 2,300-room
Garden Hotel. Hong Kong's Garden
Hotel Investment, Lid. is supposed to
manage the $115 million operation for

15 years, and share profits with China’s
Lingnan Properties Company in a 60—
40 split. Foundation work also is under
way on the White Swan Pond (Baietan)

Hotel on the Shamian waterfront. A

joint venture between the Provincial

Bureau of Travel and Tourism and
Hong Kong principals Henry Fok and
Pan Kwok-chen, the 28-story, 1,000-
room hotel is scheduled for completion
in 1982 or '83.

In the economy class, foreign firms
have gotten a foot in the door by
cooperating on a number of hotels in
the 100- to 300-room range. The Aus-
tralian developer Great Sincere (Victor-

ia) Ltd. last fall cashed in on a series of

110-room hotels in five cities: three n
Guilin, two in Nanjing, and one each in
Chonging, Wuxi, and Suzhou. The Aus,
$20 million contract, reportedly
financed with an Aus. $50 million line of
credit from an Australian hnancier to
the Bank of China, was secured because
of the hotels” rapid delivery. Great Sin-
cere had the prefabricated units up and
operating in 22 weeks.

Hong Kong companies and overseas
Chinese have been involved in many
such modest ventures throughout the
country.

US hirms have had hmited success in
both categories of hotels. Two US firms

are well on the way toward opening a

L

Each day hundreds of Chinese “tourists” visit
the Forbidden City in downtown Beijing.

pair of international-standard hotels in
Beijing; one major hotel concern is still
working on eleventh-hour details of
another project; and two smaller Amer-
ican firms are trying to iron out prob-
lems with their mini-hotels.

Ground was broken this spring for
the trio of 21-story, square-shouldered
wings comprising Beijing’s Great Wall
Hotel. E-S Pacific Development Con-
struction Company (a US venture
owned by California-based architect
Welton Becket Associates and Develop-
er C. B. Sung) secured the $78 million
contract with CI'TS-Beijing. The two
partners will share management re-
sponsibilities for the 1,007-room, glass-
encased hotel for 10 years, during
which time E-S will receive 49 percent of
the profits. The US firm financed the
deal with a loan from Nordic Bank Ltd.
of London; the Chinese reportedly
have agreed o repay it over 13 years at
7% percent interest.

A block and a halt from Beijing's
Friendship Store, the frame of the $20
million Jianguo Hotel is rapidly taking
shape. This 528-room joint venture
marks the first move into the China
hotel field by San Francisco architect-
developer Clement Chen. Under the
name of his Hong Kong holding
company, Zhong Mei Hotel Develop-

ment, Lid. (see chart), Chen arranged
full inancing through the Hong Kong—
Shanghai Bank, and became a 49 per-
cent partner with CI'TS-Beijing in
February 1979. Chen will manage the
hotel for 10 vears after its November
opening and take payment in room
rents and leasing fees.

During these talks Chen was negotiat-
ing a similar venture in Shanghai, but
has since decided to hold off further
talks until the Beijing hotel is operating.
The Shanghai hotel market is pretty
tight at present. Developmental proper-
tv is scarce and the tourism trade there
has been lagging behind other major
cities. Ofhcials at the Shanghai Tourism
Corporation recently said no hotels with
foreign involvement are being planned.
Chen knows of only two Chinese-run
projects going on: an apartment build-
ing in the former French Concession
being converted to a hotel, and a new
500-room hotel. According to Chen,
officials told him each room in the new
hotel is costing $60,000—50 percent
above the cost of each Jianguo room.

The word for the past six months has
been “any week now” on the $85 million
hotel and office/apartment complex In-
tercontinental has been chasing since
December 1977. The joint venture be-
tween the Pan Am hotel chain and
CITS-Beijing would lock the two into a
l10-year management arrangement,
whereby Intercontinental would oper-
ate the hotel in exchange for office and
apartment rents and a set management
fee. Financing would be arranged
through Ist National Bank of Chicago,
engineering supervised by Bechtel, and
labor provided by the Chinese, accord-
ing to John F. Shoemaker, Pan Am’s
director of China services.

Shoemaker says all the proposed con-
tracts so far have been “too loose, not
enough pinned down. In order to get a
deal so many companies are willing to
sign anything”

Smaller tour companies especially are
eager to use hotel contracts to secure
bookings for their own travel groups.
The visa situation is almost as tight as
the hotel scene. Agneta Elmsved of
Pacific Delight Tours says the 10 or so
major US wholesalers have been joined
in the visa bid by smaller operations too
numerous to count. In 1980, China
issued about 218,000 foreign visas—
28,000 of them to the US. This year,
because of widespread complaints of
overbooking, CITS says it will clamp
down on the situation by issuing only
about 200,000 visas. (As of June 1, CI'TS
said it had issued about 10,000 visas to
the US.)




The San Francisco-based Chinameri-
can Corporation is now completing the
Taishan
County as a first step in securing tour
rights to this rural area southwest of
Guangzhou. The Stone Flower Moun-
tain Inn, a joint venture with CITS-
Taishan, will give Chinamerican tourists
an alternative to the standard-city tours
available to most visitors. Once the n-
evitable cost-and-materials snarls
already surfacing have been ironed out
and the seven-unit inn has been
opened, the parties will share manage-
ment and prohits for 10 years. After-
ward, Taishan will retain sole ownership
while Chinamerican receives priority
booking rights.

A New York wholesale travel agent
tried a similar arrangement to secure
hotel rooms in Beijing, but instead re-
ceived an eviction notice from the
Chinese. Express United concluded an
agreement in 1979 with CI'TS-Beijing
for the l44-room, prefabricated
Yanxiang Hotel, at a cost of about $3 |
million. According to company Secre- |
tary Julius Bezozo, Express United ex-
pected payment in three-year visa allot-
ments (8,000 in 1980; 8,000 in 1981;
and 6,000 in 1982) and reservations on
20 rooms. There also was talk in this

first two units of a hotel in

loosely constructed deal of Express
United deducting further payment
from CI'TS tour booking fees.

The modern, Holiday Inn-style hotel
on the airport road opened as sched-
uled in February 1981, but Express
United was not invited to the ceremony.
It seems the agent had not paid all its
past booking fees, so CITS promptly
canceled the visas and kept the hotel.

Recently a smiling Yanxiang bellboy,
still buoyant at 3:00 A.M., was only too
happy to show oft the hotel's paneled,
well-appointed rooms to American in-
truders. When asked where the hotel
came from, he answered unabashedly,
“Itis a gift from the United States.”

Tours
Two hours separate the end of an

exhausting day sightseeing and
visiting factories from a drawn-out

evening in Anytown, PRC. Night life is
lacking in even the major cities. After
seeing the Shanghai ballet and magic
shows in Beijing and Guangzhou,
visitors find themselves settling into
the same barrooms night after night. In
Shanghai’s Jing Jiang Club the main
attraction is an aging four-piece
orchestra turning out worn renditions
of “Red River Valley” and
“Jambalaya.” In the Beijing Hotel,
crowds are drawn to the bar by the
chocolate sundaes.

Touring China may remind the

traveler of being led by the hand of
a willing child. The youth is quite ear-
nest and eager to please, but uncertain
just how to make his guest happy.
First-time tourists tend to shrug oft
many of China’s whole-hearted, half-
successful attempts to meet their needs.
CITS recently went out of its way to
arrange a private tour of the Forbidden
City for a Pacific Delight Tours traveler;
during the four-hour trip, guide and
guest barely understood a dozen of each
other's words. A waiter in a Shanghai
restaurant was greeted with amusement
and applause as he turned out all the
lights for the grand entrance of the
Haming Baked Alaska. The manage-

Beijing’s New Hotels

According to a recent editorial in the Renmin Ribao, “For every 1,000 beds added to Betjing hotels, the country will be able to receive
70,000 more tourists.” Work 1s now under way on seven hotels that should give nearly a hall mullion tourists someplace to sleep.

Number of Total Ground  Expected  Estimated
Hotel Location Rooms  Floors Area Broken Completion  Cost Financing Additional Information
Xiangshan Xiangshan; i3 } more than June early 1982 %15 Funds borrowed from
% IJJ northwest of sections:  20,000m 1980 million  Esquel Enterprises,
Beijing 2,3,4 Ltd., a Hong
Kong-based company
hanguo lhanguomen 528 2 31,000m June (et 1982 20-30  Joint venture with Zhong Mei will receive
E E] Wa seCtions 1980 million  Zhong Mer Hotel 49% of hotel profits
5,10 Development, Ltd . the eachvearior 10 years
Hong Kong-based
holding company tor
Clement Chen
AssOC rates
Minzu Fuxingmen Nex 100 10 6,000m May early 1962 Funds borrowed from  Project includes
(addition) 1980 Esquel Enterprises, Lid.  renovation of existing
E ﬁ Minzu Hotel
Huaqiao Zuopazhuang 530 6 43, 700m May spring 1982 ¥ 30 Central government
if:._ .ﬁ? (Donzhimen 1980 million  grantto Beijing
Wai) municipality
hanhua Jranguomen 650 12 37.000m 1981 or  unclear $24 Compensation Chong and Noble will
}% iﬁ Wai early million  agreementwith Chong  have use of 50% ol
1982 and Noble, aCanadian  hotel rooms for 10
company years
Xiyuan Xizhimen Wai 756 23 60,000m March  Sept. 1983 . Funds borrowed from
E’ ;E {across from 1981 Esquel Enterprises, Lid
Being Zoo)
Chang Cheng Liang Maqiao 1,007 2 80,000m March 1983 %78 Joint venture with £-5  Loan to be repaid from
(GreatWall)  (north of sechions 1981 million  Pacific Development  revenues over 10-year
_& ﬁ Agnicultural 19,22 and Construction period.
Exhibition Company, Ltd., an

Center)

American company.

*Between $36 and $44 million has been borrowed from Esquel Enterprises, Lid. for construction of the Xianghan, Minzu addition, and the Xivuan. Money will be
repaid over a 10-year period by a formula based on income from rental of 30% of the rooms
**Plus a three-story restaurant and service floor on the top, bringing the total to 27 floors
Chart prepared by Scott Seligman, National Council Beijing representative




mentof the Jing Jiang Hotel has tried to
make foreigners feel at home by
copying the little extras most Western
hotels put in each room: a room-service
directory (with no numbers), stationery
(with no pens), and sewing kit (with no
needle). Guests even have at their dis-
posal a no-nonsense wake-up call.
Answer the phone and the voice shouts,
“Get up!”

Such incidents for now are chalked
up to The China Experience. One only
worries about the reception they will
receive once the novelty wears off. La-
ments one Western business woman, “It
breaks your heart to see the Chinese
come so close and just miss getting it
right”

Lately China has been making efforts
to polish its tourism image. According
to Han Kehua, director of the General
Administration for Travel and
Tourism, six universities are now
offering tourism training. The country
held its first national training course for
hotel managers early this year, bringing
in tourism and hotel representatives
from 25 provinces, municipalities, and
autonomous regions. Japan, which sup-
plies about a third of the PRC’s non-
Chinese tourists, is cooperating on ser-
vice training. Japan Travel Bureau, Inc.
has taken a few tourism ofhcials on US
tours and into its Tokyo ofhce, accord-
ing to The Wall Street Journal, and All
Nippon Airways has been training 10
stewardesses for CAAC. Venture Tours
of Minneapolis has been providing sup-
plemental tour management to China
since 1978. Now 18 of Venture's own
Hong Kong-trained escorts will guide
all of the company’s China tours.

Hyatt International has entered into
an agreement with YTT Tourism
Adpvisers, Ltd. (Hong Kong) to provide
technical assistance and training at four
hotels being built or remodeled in Bei-
jing (Fragrant Hills, Minzu, Xin Qiao,
and the Beijing Hotel). This is reported-
ly the first such service contract for an
American hotel company. Clement
Chen hopes to train about 30 of the
Jianguo Hotel's more than 400 Chinese
employees. Ten trainees already have
arrived in San Francisco, and as Chen
puts it, “Even teaching them to make a
salad is a big ordeal”

Tourism officials hope to attract
further cooperation in the area of
advertising and promotion—or
“propaganda,” as they candidly call it.
Sheng Shoujun, who directs CITS's
publicity and information department,
says some branches have developed
tourism films and slide shows to sell to
foreign travel agents. Far Eastern firms

in travel and public relations have been
cooperating with China on publishing
ventures—which CITS officials cite as
one of their most underdeveloped
areas.

Sheng proudly displays a glossy Bei-
jing tourist map produced by a Hong
Kong promotion company, the flames
of the cover’s golden dragon licking the
edge of a Rémy Martin cognac ad.

Billboards along Beijing’s Chang An
Street have yet to proclaim, “Let One
Thousand Lines of Credit Bloom.” Yet
the major cities are doing their best to
accommodate Western shoppers bear-
ing plastic cards. MasterCard and Visa,
through an arrangement between Bank
of America and the Bank of East Asia,
can be used at Friendship stores and
tourist hotels in 11 cities: Beijing,
Guangzhou, Shanghai, Tianjin, Hang-
zhou, Suzhou, Wuxi, Nanjing,
Yangzhou, Changzhou, and Zhenjiang.
Cash advances to cardholders are
granted at Bank of China branches.
American Express cards allow bearers
to cash personal checksof up 10 $1,500a
day at Bank of China branches in Bei-
jing, Guangzhou, Shanghai, Tianjin,
and Hangzhou at no added commis-
sion. (In those cities plus Qingdao, tour-
ists can now have their American Ex-
press travelers checks replaced at Bank
of China branches.) Purchases cannot
be charged, however.

The PRC is even encouraging credit
with its own newly issued Prosperity
Card. The trouble is, the Chinese don't
think tourists are offered enough goods
and entertainment to charge.

A Chinese research article released
last fall urged the establishment of
Hong Kong-style chain stores, and the
production by commune brigades of
more local handicrafts. Li Haiji of the
General Administration for Travel and
Tourism has recommended producing
for tourists bamboo hats, panda pins,
and that most commercial of all Chinese
souvenirs—sweatshirts bearing the
names of Beijing, Shanghai, and
Guangzhou.

As any business traveler who has
spent a week in the Beijing Hotel will
testify, China’s night life also is ripe for
investment. Few restaurants are open
past seven o'clock, the movies seldom
have foreign captions, and the synthetic
thump of the discos after a while is
enough to drive a visitor back to the
physics lessons on TV,

Presumably China would welcome
any type of tourists-only entertainment
that wouldn’t corrupt its citizens, and
would earn valuable foreign exchange.
For some time now the management at

the Dong Fang Hotel nightclub has
been making a killing selling soggy
potato chips and sticky-sweet wine.
Imagine what it could do with fried
zucchini.
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Domestic
Tourism

Last year a record 15 million visitors
strolled along scenic Lake Tai in
Jiangsu Province, nearly all of them
Chinese. More than 6,000 peasants
journeyed to the lakeside city of Wuxi
in July and August alone; 1,500 young
couples there joined hands beneath a
leafy bower in private wedding
ceremonies, many of them arranged by
the tourism bureau.

(14 he peasants have stepped into

the tourist stream,” the director
of the Wuxi travel bureau recently re-
marked. “This is a good sign for the
tourist industry.”

Whether on a windy perch atop the
Great Wall or beneath the many gar-
dens shading the Ming Tombs, throngs
of Chinese peasants elbow their way for-
ward for a view of their common past. A
voung couple lead their daughter
through more than 70 palaces inside the
majestic Forbidden City, they in awe of
the riches, she intent on her popsicle.
Two seventeen-year-old seniors from a
Guangzhou school take the afternoon
to stroll through Dr. Sun Yat-Sen's
memorial hall—and to watch the many
foreign tourists doing the same.

Travel by Chinese tourists has be-
come a popular pastime in the last two
years. According to some Chinese press
reports, the standard of living has been
raised just enough to give the average
peasant a little more money and leisure
time, though generally not enough to
join organized tours. Thousands each
day flock to the same spots enjoyed by
Western visitors. Beijing peasants on a
Sunday afternoon might tour a local
museum, or perhaps take a picnic lunch
out to the peaceful Summer Palace.
Most are content with Nature as guide.

It is difficult to determine the actual
number of Chinese tourists or to learn




much about their spending habits. But
tourism ofhcials apparently see some
market potential. One Chinese press re-
port says the public transportation and
commercial departments of more than
40 cities have organized one-day to
seven-day tours for local people.
Shanghai now conducts day visits to
Suzhou and Wuxi and three-day visits
Hangzhou, while Hangzhou
arranges tours to Shaoxing, Ningbo,
and the Huang Mountains.
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Myra Alperson

areening through the crowded side
Csn'eels on a Japanese bus, tourists
can cover quite a bit of China in a short
space of time. But at 50 miles per hour,
they can miss some of the prettiest, most
telling scenes.

I'here is an alternative to the stan-
dard group tours that race visitors
through four or five cities in two weeks’
a bicycle tour. Although it marks
a radical departure from the usual way
visitors tour China, in this country of 80
million bikes, it seems a natural way to
gt).

I participated in the United States’
inaugural bicycle trip to China in Janu-
ary ot this year. Since then, several orga-
nizations—including New York-based
American Youth Hostels and China Pas-
sage Inc.—have been sponsoring 16-
day bike trips in and around Guang-
zhou. Cyclists ride at a fairly leisurely
pace on the 250-mile journey, enjoying
a good deal of independence along the
way.

ume

Our itinerary allowed us to wander
through Guangzhou, where we met
university students at Chinese discos
and danced to jazzed-up versions of
“Jingle Bells” and other predominantly

{ [3 3 i
A Chinese bicycle team, clad in racing attire, takes a short break in the countryside.

China—and undoubtedly a challenging
one. Chinese and foreign tourists may
be lured by the same legends and scenes
that have painted a colorful cross-
country mural over the course of 4,000
years. But upon arrival they have
different expectations. For locals it
might be enough to bicycle through the
countryside and visit a nearby shrine.
For most foreigners, however, the tour
bus should be air-conditioned and the
temple adjacent to a souvenir shop.

Photo courtesy of Venture Tours

American tunes. In Foshan we visited
the famous ceramics and paper-cutting
factories, as well as the 900-year-old
Daoist Temple of the Ancestors. In Xi-
qiao we spent an entire afternoon hik-
ing up the same Xigiao Hill path that
Buddhist monks traveled centuries be-
fore. From a tourist spot in Shao Xing
we saw the romantic Tripod Lake out-
lined in the distance by the legendary
Seven Star Crags, which gives the re-
gion its beauty and name. A stop in the
resort town of Zonghua, where mineral
spring water flows into the hotel bath-
tubs, provided welcome relief from the
long, dusty days of cycling.

Mornings usually were spent cycling
between tourist sites; as long as we fol-
lowed the prescribed route, we had the
freedom to stop as we pleased, take
photographs, and practice our Chinese
with the locals—many of whom spoke
English very well. At roadside stops we
passed around postcards from the US,
buttons, decals, and various mementos
we had picked up along the way. Polar-
oid snapshots of an American cyclist
with a Chinese friend proved the most
popular gift of all.

A tour of a flourishing bicycle plant in
Guangzhou, along with sidetrips to
agricultural communes, offered rare

J

without corrupting the other saddles
China with an unenviable task. Tourism
cuts across many cultures, many life-
styles in the PRC. To prosper, it must
preserve the beauties and traditions of
ancient China while meeting the de-
mands of the modern world.

Carol S. Goldsmith, managing editor of The
China Business Review, spent two weeks
traveling along China's east coast in March
and early April as part of a business delega-

| tiom hosted by Pacific Delight Tours.

It is an important development for ‘ How to accommodate one group
° ®
Bicycling Through Guangdong

glimpses into factory and farming life.
An overnight steamer ride from Kow-
loon harbor into Guangzhou showed
the proverbial “slow boat to China™ to be
a thriving enterprise.

Before and after bicycling, the group
enjoyed free time in Hong Kong. An
additional three days in Beijing—which
we spent without bikes—coincided with
the Chinese New Year.

The trip was meticulously planned by
the Guangdong Province Travel De-
partment of the All-China Youth Fed-
eration. Our accommodations ranged
from western-style lodgings (such as the
Baiyun Hotel in Guangzhou) to tradi-
tional Chinese guest houses. Through-
out the trip the 27 cyclists were accom-
panied by skilled guides and trans-
lators—riding along in a bus. We all
were prepared to have a formal rela-
tionship with our Chinese guides, but
soon we became one big traveling fam-
ily; we even dubbed our elder guide
“Uncle Chen.”

By trip’s end we were exchanging
rides on our 10-speeds for language les-
sons during the meals.

Travelers interested in touring China
this way need not be experienced cy-
clists, or even bike owners. The terrain
is level enough for three-speed bikes.
Arrangements to rent bicycles can now
be made through China Passage and
other tour operators,

The total cost for the 16-day trip, in-
cluding airfare, all lodgings and meals
in China, and all lodging with most
meals in Hong Kong, is about $2,600. A
limited number of three-day excursions
to Beijing, Shanghai, Guilin, and
Hainan Island cost an additional $250
apiece.

More information can be obtained
from American Youth Hostels, 132
Spring Street, New York, NY. 10012;
(212) 431-7100, and from China Pas-
sage, 302 5th Avenue, New York, N.Y.
10001; (212) 564—4099.

Myra Alperson 15 a freelance writer in New
York City.




READJUSTMENT Phase Il

Now that heavy industry has been cut back, the problem is how to
pull China’s economy out of recession

s the true extent of China’s dif-
ficulties becomes apparent, the
country's leaders  have
scrapped their tentative 1981-1985
economic plan and embarked on a
deepened readjustment program as
ambitious in its own way as the original
Four Modernizations program of three
years ago. The immediate impetus is
China’s worst inflation since the Com-
munist Party took power, and the alarm
of planners at what they perceive as the
central government's growing loss of
control since 1979. At a deeper level,
however, China’s new readjustment
policies are an attempt to make a fun-
damental break with the Stalinist-
Maoist pattern of development which
has characterized the country since
1949.
Important short- and long-term fea-
tures of the readjustment program in-
clude:

» A balanced 1981 state budget, to be
achieved mainly by reducing capital
construction outlays by 44 percent over
1980 levels, to ¥ 30 billion ($18.75 bil-
lion).

« Tighter monetary policies, aimed at
withdrawing currency from circula-
non.

* Major shifts in resource allocation
patterns from investment to consump-
tion, and from producer goods to con-
sumer goods. This means slashing
heavy industrial output targets, and
accepting a lower overall growth rate
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for the economy than would have been
acceptable in previous years.

* Selective plant closings, and a fairly
broad reorganization of the relations
between plants, as part of a drive to
rationalize the industrial structure.

* Moves to shore up central govern-
ment control over foreign expendi-
tures.

These readjustment measures are
having a considerably greater impact
than the government’s half-hearted
moves in 1979-1980. But there is grow-
ing evidence in mid-1981 to suggest
that the government will not meet its
short-term goals—the balanced budget
in particular—and that current policies
may have to change yet again to
accommodate new problems that have
arisen.

Construction cutbacks and plant
closings are meeting major bureau-
cratic, and in some cases popular, resis-
tance. Well-advanced projects are prov-
ing dithcult to stop. Worse still, efforts
to balance the budget and stabilize the
economy have driven China into reces-
sion.

Yet there is no sign the leadership is
turning away from its long-term goals
to emphasize light industry and re-
vamp industrial organization. “Read-
justment” is looking less like a tempo-
rary retreat to repair damage caused by
the Cultural Revolution, and more like
a strategic shift in development policy
which will be in effect for many years to
come.

First Priority: Plugging Holes in
the Budget

The PRC has suffered annual budget
deficits on 13 occasions, but never any
solarge or prolonged as in recent years.
The country’s budget deficits between
1978 and 1980 averaged 10 percent of
expenditures, according to a report
attributed to Premier Zhao Ziyang.
The officially reported deficits for
1979-1980 totaled ¥29.15 billion
($19.1 billion). Although the 1978
budget originally was reported as a
slight surplus, Zhao's statement sug-
gests an actual deficit of about ¥6-¥7
billion; recent reports of construction
expenditures that year showed hgures
nearly ¥3 billion higher than the origi-
nal numbers.

The fundamental causes of the del-
icits were twofold. On the one hand,
after 20 years of steady or declining
living standards, the leadership in 1979
moved to increase urban wages, state
agricultural prices paid to farmers, and
social welfare expenditures. On the
other hand, investment expenditures,
instead of falling according to plan,
continued to rise.

To cite one example: The state
planned to spend ¥ 10 billion on in-
creased wages and purchase prices in
1979, but actually ended up spending
¥ 14 billion, according to a recent re-
port in Red Flag.

None of these expenditures show up
as line items in the state budget, which
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is a consolidated budget incorporating
the figures of central, provincial, and
county governments. They are
reflected, however, in lower govern-
ment revenues from sales taxes and en-
terprise profits. (Profits of state-owned
enterprises remitted to the govern-
ment constituted 44.7 percent of total
revenues in 1979, the state’s largest
single income category.) This can be
seen in 1980, in particular, when the
combined value of agricultural and in-
dustrial production increased by 8.4
percent over 1979, but tax revenues
increased by only 4.5 percent and
profits from state enterprises actually
dropped.

In addition, expenditures for sci-
entific, educational, and cultural proj-
ects exceeded their targets by a total of
¥ 2.1 billion during 1979-1980,
although in per-capita terms, PRC edu-
cational expenditures are lower than
for most countries of comparable per-
capita GNP.

The investment hgures show a far
more drastic pattern of uncontrolled
spending. State budget investments re-
portedly declined from ¥ 39.5 billion in
1978 to ¥ 28.1 billion in 1980—a figure
still about ¥4 billion higher than the
target. But actual expenditures rose
steadily from ¥47.3 billion 1o ¥53.9
billion ($39.9 billion). In other words,
almost half of those above-target con-
struction expenditures came from out-
side normal budgetary channels—
through bank loans, the unauthorized
use of reserve funds, supplemental
appropriations by local governments,
and profits retained by enterprises
under decentralization reforms. The
use of foreign loans probably is in-
cluded in the extrabudgetary category.
Chinese planners were especially
alarmed to learn that much of these
extrabudgetary expenditures went into
small, light industrial factories that
drained resources from more efficient
large-scale plants.

The power of local governments to
allocate extra funds for construction
clearly has increased in recent years.
Whereas only 30 percent of state reve-
nues could be allocated at the discre-
tion of local authorities in 1957, half of
China’s state revenues in 1980 were
allocated by local governments. Local
governments actually have been awash
with surplus (RMB) funds during the
past three years, and thus have felt little
urge to control investment spending,

An additional factor behind 1979-80
fiscal deficits that has been downplayed
by the Chinese media was the country’s
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conflict with Vietnam. The only price
of the conflict the government has pub-
licly acknowledged was the ¥ 2.04 bil-
lion, or 10.1 percent in cost overruns,
by which the defense budget exceeded
its target in 1979. Given the high prob-
ability that Chinese statistics understate
the true level of military spending (US
government analysts believe that
weapons procurement is not covered
by the defense budget), it is likely that
the war’s true costs were higher.

Inevitable Inflation

To cover the dehcits and workers’ ris-
ing wages, the government resorted to
the printing press. In 1980 alone, cur-
rency issued by the government shot
up to ¥ 7.6 billion—¥ 4.6 billion more
than planned. Between 1978 and 1980,
currency in circulation increased by 65
percent, to ¥ 34.6 billion.

As consumer-goods production
could not keep pace with currency in
circulation, inflation occurred for the
first time since the aftermath of the
Great Leap Forward. Retail prices
ofhcially rose by 6 percent in 1980, and
food prices jumped by more than 10
percent:

Official Chinese Retail Prices in

1980
(Percentage Increase Over 1979)
Overall 6.0
Urban 8.1
Rural 4.1
Consumer goods 7.1

Of which:
Foodstuffs 10.5
Non-staple foodstuffs ~ 13.8
Clothing 0.0
“Daily necessities’’ 1.2
“Commodities for

cultural and

recreational
activities” 0.7
Pharmaceuticals 0.9
Fuel 0.7
Agricultural machinery 1.0

Much of the inflation stemmed from
government-mandated food price in-
creases at state-run stores. But many
units carried out unsanctioned price in-
creases. The true rate of inflation may
have been closer to 15-20 percent in
cities, many observers estimate. Infla-
tion is particularly serious in a country
like China, where the existing rationing
system makes it hard to obtain goods
even when prices are stable.

PRC economic planners, whose first
job upon assuming power in 1949 was

to bring China’s hyper-inflation under
control, have always been very sensitive
about the effects of inflation on political
and social stability. The inflation of
1979-1980, furthermore, came just at
the time when the leadership was mak-
ing its first serious attempt in 20 years
to raise general living standards. In this
period of rising expectations, inflation
threatens to wipe out the newly won
gains of the urban population.

The leaders’ alarm at this prospect
was heightened by the impact of the
Polish crisis, which received surprising-
ly* in-depth and objective coverage in
the Chinese media in the fall of 1980.
PRC leaders have acknowledged that
similarities exist between the situation
in Poland and China (including overex-
tended capital construction, offcial
corruption, and alienation of the Com-
munist Party from the people). The
fact that rising meat prices triggered
the Polish upheaval likewise has drawn
comment. After scattered instances of
industrial unrest and demands for Pol-
ish-style free trade unions surfaced in
China in late 1980, Party Vice-
Chairman Chen Yun is reported by the
Hong Kong magazine Cheng Ming to
have said, “It 1s too early to say that the
Polish incident could not happen in
China.” Newly selected Chairman Hu
Yaobang also reportedly said: “Our
domestic problems are like a pile of dry
kindling. A single match could start a
blaze.”

All of these developments strength-
en the hand of China's fiscal conserva-
tives, led by Chen Yun. With the help of
personnel shifts at the top engineered
by Deng Xiaoping, they managed to
strengthen their control over economic
policymaking at the Communist Party
central work conference in December
1980.

Their most determined move has
been to tighten monetary and fiscal
policy. A first step was to empower the
main office of the People’s Bank of Chi-
na to enforce the government’'s mone-
tary targets—a job that local branches
had evidently failed to do, inasmuch as
they had proved susceptible to local
pressures to increase loans.

An important currency-retiring tac-
tic is the decision to issue central gov-
ernment treasury bonds, the first
domestic bond sale in more than 20
years. Four billion yuan will be sold in
1981, an amount approximately equal
to the amount of currency issued in
excess of the plan in 1980. Local gov-
ernments, emerprises. and industrial
bureaus are being given compulsory
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Spending China’s 1981 Investment Budget

More than $5 billion is earmarked for housing, while new invest-
ments in light industry, electric power, coal, and railways will each
receive more than $1 billion out of the $18.8 bllion total.

C utting up China’s diminished budget has been an extremely dithcult pro-
cess politically. Whether central planners will be able to hold to their
targets under the pressures of affected interests remains to be seen. The new
budget plans:

Electric power: 9.1 percent of the investment budget, or ¥ 2.73 billion
($1.7 billion), according to a January statement by Vice-Minister Li Rui. This
is higher in percentage terms, but lower in absolute terms, than the 1980 level
of expenditures. It represents the largest allocation going to any single in-
dustrial sector. Half is for the more than 10 hydro projects now under
construction, a slightly larger percentage than the previous vear: 28.1
percent is for transmission lines, a weak link in the industry, and the rest
presumably is going to coal-tired plants. The electric power sector is one of
the very few that has not experienced the postponement or cancellation of
an ongoing project.

Coal: 6.7 percent of the total, or ¥ 2 billion (§1.3 billion), according toin-
formation obtained by the National Council’s Beljing representative.
Apparently most of the money will be spent on existing underground proj-
ects. Ministry sources have told one US company that the ambitious
Huolinhe open-pit lignite project in Northeast Inner Mongolia, for which US
and German firms already have sold equipment, will not be built beyond a
capacity of 4=5 million tons in the immediate future. The Pingshuo mine
near Datong, under discussion with three US coal companies. seems to be the
number-one open-pit priority. But there is no indication work will begin
SOOn.

Railroads: 6.7 percent of the total, or ¥ 2.0 billion ($1.3 billion). A Decem-
ber Chinese press report claimed that 3—4 years would be required to finish
the ¥ 7 billion in projects under way, given current funding levels. Inarever-
sal of previous policy, the government is now placing greatest emphasis on

.upgrading long-neglected trunk lines in the heavily industrialized North,
East, and Northeast. Fifty percent of the 1981 railway budget will go toward
double-tracking, electrification, and other technical improvements. The
Beijing-Datong line, a major coal shipment route, will receive special empha-
sis. Only 23 percent of the budget is for new line construction: these lines
probably include the coal lines being built in Hebei and Shandong, which
are funded in part by Japanese government (OECF) loans. Construction
projects in China’s remote Western regions, where most new lines have been
concentrated since 1949, probably are being postponed.

Building materials: At least 1.6 percent of the total investment budget, or
about ¥ 500 million ($313 million), assuming this bottleneck industry will re-
ceive the same share of the budget in 1981 as last year. About half of this in-
vestment has gone toward the construction of cement plants in recent years.

Housing and community development: At least 30 percent of the total, or
¥ 9 billion ($5.6 billion). Expenditures on housing have risen steadily in re-
cent years, and it is probably safe to assume the budget share devoted to hous-
ing and community development in 1981 will be somewhat higher than the
1980 target of 29 percent.

Lightindustry: Atleast 9.1 percent, asin 1980, or ¥ 2.7 billion ($1.7 bil-
lion), assuming this sector’s share of the budget will be no lower than that re-
ported for 1980. Much of the investment in lightindustry isappropriated
from bank loans. The highestinvestment priorities are in manufacturing
televisions, wristwatches, bicycles, sewing machines, wool and synthetic tex-
tiles, beer, and processed sugar.

purchase quotas (Shanghai was re-
quired to buy ¥ 340 million worth of
bonds, and Henan Province ¥ 130 mil-
lion), as it is their excess cash that most
worries the government. Individuals
will be allowed to purchase a small
number of bonds.

The terms would not look attractive
to western investors. Interest rates are
4 percent, and the principal is to be
paid off in five annual installments be-
ginning in the sixth year after issuance.
Similar bonds may be sold in subse-
quent vears, the government has re-
vealed.

Another tactic has been to raise the
price of luxury consumer goods, a mea-
sure that also contributes to China’s
rate of inflation.

Factors Behind Readjustment

Readjustment is as much a reaction
to long-term trends as it is to the fiscal
problems of the past two years. After
30 years of following the basically Sta-
linist policy of high investment rates
with a bias towards heavy industrial de-
velopment (colored by the Maoist belief
in the possibility of rapid “Leaps For-
ward”), Chen Yun and his colleagues
have been searching for a development
strategy more suited to China's condi-
tions.

Although it only became apparent to
many Westerners with the Four Mod-
ernizations’ debacle, Chinese economic
thinking since 1949 has consistently re-
vealed an almost fanatical desire for
rapid industrial growth. Mao's ex-
hortations in the 1950s to “overtake
Britain” and “catch up with the United
States” set the tone.

In practice, this has meant a Chinese
obsession with maintaining a high rate
of “accumulation,” a term roughly
equivalent to the Western notion of
fixed capital formation. Accumulation
has averaged more than 25 percent of
GDP since 1957. Rates were even high-
er during the Great Leap Forward of
1958-1960, and during the 1970s.
These are very high rates for a country
as poor as China; in recent years, In-
dia’s investment as a share of GDP aver-
aged 24 percent, while in China the
comparable iigure in 1979 exceeded 31
percent.

Heavy industry, the chief beneficiary
of this new investment, grew to such an
extent that today China’s heavy indus-
trial sector has twice the share of GDP
of any other country of comparable
per-capita income level.

Recent accounts of China'’s planning
process suggest that Mao's slogan,
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“Take steel as the key link” was taken
literally. Each year a high steel produc-
tion target was set, after which all other
output targets complied with the re-
source requirements of steel produc-
tion. The failure to meet targets was
attributed to the lack of steel, con-
tinuing the vicious cycle. The negative
consequences of such a syvstem were
many:

* A bias toward continuously build-
ing new factories, as opposed to more
ethciently utilizing existing ones.

* A neglect of rational project plan-
ning and thorough feasibility studies.

* The breakdown in coordination be-
tween industrial sectors, owing to the
single-minded attention to favored sec-
tors, such as steel. Also, resources were
spread among so many projects that
few could be completed on schedule.

But the most important, and politi-
cally dangerous, drawback was re-
pressed consumption. China’s indus-
trialization, particularly between 1957
and 1977, was accompanied by an
almost negligible rise in living stan-
dards: grain production rose by 107
percent, but the population probably
increased by a slightly larger margin;
the average cotton cloth ration re-
mained in the vicinity of six square
meters per year; and the available
housing space in cities decreased to 3.6
square meters per capita (see The CBR,
March—April 1981, p. 20).

A Different Strategy

Chen Yun and his colleagues now
advocate that better living conditions,
rather than rapid heavy industrial
growth, must be the country’s foremost
development goal. A country with 800
million peasants with relatively low
productivity, they argue, cannot follow
the Soviet model of heavy industrial
growth, or even an East Asian model of
rapid growth fueled by exports. To talk
of catching up with Britain or the US is
ridiculous, they feel. Growth can only
be fueled by increasing the productiv-
ity and incomes of peasants and urban
dwellers, a process that can only pro-
ceed gradually, given the magnitude of
China's agricultural problems.

The emphasis on consumer-goods
production will reduce heavy industrial
output in the short run, but the positive
effects on public morale and productiv-
ity will more than compensate, accord-
ing to this view. Investment rates that
are too high also can mean that con-
struction projects deprive existing en-
terprises of needed inputs such as steel
and electricity.
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These realities have prompted
Chinese planners to recommend that
China gradually reduce investment ex-
penditures to about 25 percent of net
material product (or 23 percent of
GDP, according to Chinese estimates),

The 1981 Budget

Restoring discipline to the budgetary
process is now Beijing's top priority.
The December work conference
scrapped the tentative 1981 budget
with its projected ¥ 5 billion deficit, and
drafted an alternative which balances
expenditures and revenues (excluding
foreign loans) at ¥97.6 billion ($57.4
billion).

Within the consolidated budget, the

central government will continue to
run a deficit, with the local govern-
ments showing a corresponding sur-
plus. The central government, howev-
er, plans to “borrow” ¥ 8 billion from
the provinces to both balance its budget
and reduce the local governments’
propensity to overspend.

The new budget was developed with
great haste between the December
work conference and Planning Com-
mission Chairman Yao Yilin's public
announcement in late February.
Hence, the cuts probably were rushed
and not carefully thought out.

The sharpest cutbacks are in the
areas of investment and government
consumption. It would appear from

SOURCE: State Statistical Bureau.

Capital Construction Expenditures, 1978—-1979

1978 1979
Value  Percent Value Percent
(billion ¥)  of total  (billion %)  of total
Total 479 100.0 50.0* 100.0
Agriculture 5.6 11.7 6.3 12.6
Light industry 2.7 5.6 3.0 6.0
Of which:
Textile 1.3 207 1.4 2.8
Of which:
Synthetic fiber 0.9 1.9 0.8 1.6
Food, beverage and
tobacco 0.5 1.0 0.5 1.0
Pulp and paperboard 0.2 0.6 0.3 0.6
Heavy Industry 26.7 55.7 25.2 50.4
Of which:
Energy 11.4 23.8 10.4 20.8
Of which:
Coal 3.2 6.7 3.2 6.4
Petroleum 3.2 6.7 3.1 6.2
Electric power 5.1 10.6 5.1 10.2
Metallurgy 4.7 9.8 3.5 7.0
Machine building 4.1 8.6 3.6 7.2
Building materials 0.9 1.9 1.2 2.4
Timber and wood
products 0.4 0.9 0.5 1.0
Transportation and
communications 72 15.0 6.6 13.2
Commerce, foreign trade,
banking 1.5 3.1 1.9 3.8
Housing and municipal
construction 1.4 2.9 2.7 5.4
Culture, education, and
health 1.4 2.9 2.1 4.2
Other 1.5 3.1 2.2 4.4

*Other official sources state that construction expenditures in 1979 totaled
¥51.45 billion. This figure probably supersedes the ¥50.0 billion total, but the
proportions of the various sectors are likely to be the same.
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A Boom-to-Bust TV Saga

The following verbatim account from the Chmese journal World Economic
Herald of May 18, 1981, graphically depicts the kinds of problems that beset the rapnd
expansion and “amalgamation” of light industrial plants, one of China’s more urgent
mdustrial campaigns currently in full swing:

Aradiu factory in a certain county of Jiangsu Province started to trial
produce 19-inch televisions two years ago. It produced over 1,600 in
1979. Quality was not up to the mark. The factory was originally assigned
only 2,000 in 1980,

Around the first quarter, certain persons of responsible departments
subjectively assumed that since people’s living standards were rising, there
would be an upsurge of television sales. They proposed production of
10,000, or even 30,000, and 100,000. They did this without investigating
market needs, or specific plant construction conditions. Prefectural and
county leadership blindly went into action without delay. Heedless of objec-
tive conditions, they immediately amalgamated the radio plant with an
electric motor factory and an electronics research institute, and hastily
started on the project in May 1980.

Amid total confusion, the plant carried out large-scale production of
19-inch television sets on the one hand, and sent personnel tocrash-purchase
electronic parts on the other.

Just at that moment, the plant suddenly received a notice from depart-
ments concerned, stating that procurement of only 1,000 sets for the year
had been approved, and that the plant would have to sell the rest on its own.

This bolt from the blue dumbfounded everyone in the plant. It desperately
sent people to upper-level units to ask how to handle the matter. One
responsible person spread his hands and said, “The situation is changed and
there is nothing I can do.” The Communist Party Committee had no alterna-
tive but to order an immediate production halt, and order the split-up of the
plant.

The result is that the three components of the plant had a loss for the year
of ¥ 440,000 compared with a ¥600,000 profit the }frevinus year. Large
quantities of electronic parts were discarded as useless.

Yao Yilin's February speech that the
major social welfare expenditures—
namely, aid to agriculture, science, cul-
ture, and education—are being kept at
their original levels. No mention has
been made of further wage increases;
in fact, the leadership hopes to restrict
bonuses to 12 percent of monthly
wages. Yao Yilin seemed to indicate,
however, that subsidies for grain pro-
curement and marketing would be
even greater than in 1980, which may
be one reason why anticipated 1981
revenues are lower. Among the chief
cuts:

* Government administrative ex-
penses, defense, and subsidies for un-
profitable enterprises—by ¥ 6.4 billion,
a reduction of approximately 20 per-
cent. Military expenditures for new
equipment, not believed to be part of
the defense budget, are thought to
have been cut as well.

* Subsidies for the technical trans-
formation of existing enterprises, and
the trial production of new products—
by ¥1.67 billion, or about 25 percent off
the original budget (which was already
below the previous vear's expendi-
tures). Central leaders feel that the
state bureaucracy and individual enter-
prises have diverted these funds to un-
authorized capital construction, and
are reportedly planning to eliminate
technical renovation as a budget item;
in the future, enterprises would have to
use their own funds for this purpose.

* Capital construction, by a full 45
percent, to ¥30 billion. In early 1981,

(In billion yuan at 1970 constant prices.
Percentage increases are measured over the same period of the previous year.)

Gross Value of Industrial Production in China, 1977-81

1977 i 1978 1979
Percent Percent
Total Increase Ql Qu Qi Qv Total Increase
Total industrial
output value ¥376.8 ¥423.1 123 ¥101.80 ¥115.37 ¥115.57 ¥126.36 ¥459.1 8.5
Light industry —_ ¥180.7 —_ ¥42.66 ¥47.62 ¥49.80 ¥57.92 ¥198.0 9.6
(Percent of total) — (43) — (42) (41) (43) (46) (43) —
Heavy industry —_ ¥242.4 - ¥59.14 ¥67.75 ¥65.77 ¥68.44 ¥261.1 7.7
(Percent of total) - (57) - (58) (59) (57) (54) (57) -
SOURCE: Various Chinese media reports. Of necessity, the numbers are not consistent with all statements in the Chinese press. All inconsistencies,
however, appear to be minor.
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the government decided to include the
extrabudgetary expenditures of enter-
prises, localities, and industrial bureaus
within the revised budget under a un-
ified national construction plan. These
outlays would have reached ¥18 bil-
lion, on top of the ¥37.58 billion con-
tained in the original 1981 budget. Of

China’s Net Material Product by Sector

(Billion yuan at current market prices)

1952 1957 1965 1970 1975 1977 1978 1979

Industry 11.66 2542 50.44  77.04 11273 119.66 13851 1541

the ¥30 billion in the revised budget, Agriculture 13.82 4268 6445 7897 9770 9838 108.40 127.3
regular construction funds account for Construction 233 454 560 770 10.02 1064 1204 134
57 percent, or ¥17 million, consider- Transportation 2.33 363 560 7.70 10,02 1064 1204 134
ab].‘- higher n percentage terms than in Commerce 8.75 14.53 12.61 21.19 20,04  26.59 30,11 26.8
1980. The remainder includes foreign
loans, reserve funds, l)(lSSiI)]y Sp(‘(‘i&ll Total 58.90  90.80 138.70 192.60 250.50 265.90 301.10 335.0
funds for the reconstruction of earth-
quake-devastated Tangshan, and Peroeci
funds retained by enterprises, locali- 100
ties, and bureaus.
Cutbacks Arouse Opposition INDUSTRY L 80

These austere budget measures are
meeting stiff opposition from affected
interest groups. Full implementation L 60
of the cutbacks now seems unlikely. As
aNew China News Agency report at an
April capital construction conference AGRICULTURE
put it, “Certain comrades in some 40
areas, departments, and units snlll do CONSTRUCTION
not understand the need to readjust
significantly. They support readjust- T\RANSPORTATION
ment only in principle, but when spe-

cific...projects are involved, they
emphasize ‘exceptions’ and ‘urgency,
thinking only to proceed with projects

instead of making the necessary read- 1952 1957
justment to scale them down. This has
impeded the control of the scale of Nate: “Net materia

capital construction.”
The competition for funds among
different industries is apparently cut-

accounting system to GNP. The State Statistical Bureau has estimated that China's GNP in
recent years 1s Jl)(lrll\lm.ill‘l\ 1.13 times greater than net material jlmliml

SOURCE: State Statistical Bureau, Beijing.

1965 1970 1975 1977 1978 1979

I product” 15 a measure of aggregate output, and is the closest thing in China’s

The table below demonstrates how light industry has increased its
share of total'industrial output since early 1979, when readjustment
was first announced. Since the fourth quarter of 1980, however, in-
dustrial production as a whole has stagnated. This can be best seen
by comparing quarterly figures to the same quarter of the previous
year, since this eliminates distortions caused by seasonal variations.

First quarter output figures are normally low, possibly because there
is less pressure on cadres in January and February when the annual
plan is being finalized and implemented: third quarter figures tend
to be low due in part to the summer heat; and the fourth quarter
tends to be high as enterprises rush to fulfill their annual quotas.

1980 1981
Percent Percent Percent Percent Percent Percent
Ql Increase Qu Increase  QIll Increase  QIV Increase  Total Increase Qi Increase
¥115.85 13.8 ¥130.85 13.4 ¥124.97 8.1 ¥127.58 9 ¥499:2 8.7 ¥115.64 -0.2*
¥52.83 23.8 ¥59.37 24.7 ¥57.65 15.8 ¥64.55 11.4 ¥234.4 18.4 ¥58.08 9.9
(46) —_ (45) —_ (46) _ (51) — (47) — (50) -
¥63.02 6.6 ¥71.48 L ¥67.32 2.4 ¥62.98 —8.0 ¥264.8 1.4 ¥57.56 8.7
(54) —_ (55) —_ (54) —_ (49) — (53) — (50) -

*Increase is 1.0 percent if calculated on a daily basis, due to the leap year.

Table prepared by Martin Weil.
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throat, and many organizations are
already putting intense pressure on
Beijing for supplemental appropria-
tions.

Central leaders are dealing with
bureaucrats who have become expert
at finding loopholes in funding, and at
feigning compliance with central direc-
tives while working to overturn them.
A May 8 editorial in the People’s Daily
indicated that “Some localities left
loopholes to fund such weak links as
housing construction. .. We must no
longer discontinue a project in the first
half of the year and then restartitin the
second half of the year...”

Heavy industrial interests, in par-
ticular, oppose the government's shift
towards light industry. For vears Chi-
na’s best-trained engineers and techni-
cians were assigned to defense and
heavy industries. As a result, specialists
in light industrial fields currently
account for only 3.2 percent of the
graduates of universities and technical
schools, according to the May 24 Peo-
ple’s Daily.

On the other hand, there is an
abundance of skilled heavy industrial
engineers with a vested interest in con-
tinuing heavy industrial production
and construction. The People’s Dauly
article, for example, tells of a Metallur-
gical Research Institute in Baotou
which basically has had nothing to do
since 1978, but has leaders who are re-
sisting attempts to transfer personnel
to light industrial design tasks.

Meanwhile Heavy Industry Takes a
Nose Dive

The lid on spending has brought
about the anticipated effects. Since the
fourth quarter of 1980, heavy indus-
trial production has plummeted eight
percentage points. The machine-
building industry has suffered the
severest declines, with output falling 20
percent in many lines of equipment.
Chemical products have also declined
(with the conspicuous exception of
chemical fibers). Significantly, energy
production has been part of the down-
ward trend, with coal and gas output in
the first quarter of 1981 down by 8.5
percent from the year before, oil by 5.4
percent, and electricity by 0.3 percent.

Light industrial production, on the
other hand, has continued to show sig-
nificant gains. In the first quarter of
1981, the share of total industrial out-
put occupied by light industry passed
the 50 percent mark for the first time in
nearly 15 years. The most dramatic in-
creases were registered in the area of
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profitable consumer durables: the out-
put of television sets and radios practi-
cally doubled in the first quarter of
1981 over the same period last year:
and cameras, bicycles, watches, and
sewing machines all rose by more than
20 percent. These gains come on top of
similarly sizable growth rates in 1979
and 1980.

Textiles output, the most important
light industrial category, is growing at a
much slower rate. Wool and synthetic
fiber production grew by more than 15
percent in the hrst quarter of 1980,
but it still accounts for a small pro-
portion of total textile output. Cotton
varn and cloth, the major commodities,
grew at rates of 5.1 and 0.8 percent,
respectively.

Broadly speaking, these shifts in in-
dustrial production patterns are wel-
comed by the leadership. In the steel
and machine-building industries, for
example, the production decline seems
largely in line with central targets. Pre-
vious attempts to restrain steel output
in 1979-80 failed.

Problems That Won't Go Away

There are nonetheless many worri-
some aspects about industrial produc-
tion trends for central leaders. Among
them:

* Energy production. Coal output was
targeted to drop by 3.2 percent 1o 600
million tons, but not by the larger mar-
gin reported in the first quarter of
1981. Electricity output was expected
torise by 5 percent, butitactually fell in
the first quarter. Energy shortages are
undoubtedly a major factor behind the
recession in the heavy industrial sector,
particularly in industries such as ni-
trogenous ferulizer, where there is no
obvious reason to assume that Beijing
would want to lower the output target.

* Declining industrial productivity. The
abrupt shift to lower output targets has
apparently shaken the morale of work-
ers and managers weaned on high
targets. To quote Red Flag: “There are
indeed some people who have. ..
slackened their efforts in production
since the introduction of readjust-
ment. . .and turned down tasks which
could have been accomplished with
some eftorts because high targets were
criticized. As a result, some enterprises
which did not have suthcient produc-
tion tasks passively waited for their
turn to be closed. suspended, merged
or shifted; leading cadres of some
units became dispirited and slackened
their leadership: the auendance rate

dropped at a number of factories and
mines.

As a result, average production costs
rose in the first quarter of 1981, accord-
ing to the Red Flag report. Instead of
reducing subsidies to unprofitable en-
terprises, the government was forced
to increase them, as more units re-
ported losses.

* Revenue losses. As government reve-
nues are almost completely derived
from sales taxes and enterprise profits,
adecrease in production and efhciency
means a corresponding decline in reve-
nue. The government has admitted
that first-quarter revenue targets were
not met. That bodes ill for the pros-
pects of balancing the budget.

Management Reforms:
Can They Survive?

China’s current economic difhiculties
have heated up an old debate: How
much management autonomy should
be given to enterprises? How far
should decentralization go? Has it
already gone wo far?

The most astringent comments on
decentralization began to appear upon
Chen Yun’s return to power last year. It
was charged that a major factor in the
1980 decline in state revenues (not to
mention the chaos on the foreign trade
front) was the decision to allow lower-
level units to retain a portion of their
profits, including foreign exchange
earnings.

“Reform must be subordinate to
readjustment,” became the slogan of
the old-guard central planners. They
advocated that restoring an overall bal-
ance to the economy is more important
than carrying out reforms. A Decem-
ber 2 People's Daily editorial even sug-
gested that some reforms should be
rolled back: “We should slow down or
suspend those restructuring measures
that are in conflict with our readjust-
ment task, even if they are appropriate
in the long run.”

It did not take reform advocates long
to counterattack. They pointed out in
early March that 5,777 of the 6,600 ex-
perimental enterprises allowed to re-
tain part of their profits increased the
absolute amount of profits handed
over to the state by ¥2 billion over
1979, owing to their increased output
and profitability. The enterprises not
covered by the reforms suffered de-
clines in profitof an estimated 17.4 per-
cent, according to a sample survey con-
ducted by the State Statistical Bureau.

Strong support for the reformist
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viewpoint comes from Premier Zhao
Ziyang, whose reputation was built on
the success of his early reforms in
Sichuan Province, and from Zhao's pa-
tron, Deng Xiaoping.
The most eloquent spokesman for
ymist Xue
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neets with
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In practice, today’s reforms seem to
fall somewhere between the positions
advocated by Chen and Xue. Certainly
the reform program has not suffered to
the extent that recent rhetoric suggests,
The 6,600 enterprises are maintaining
their right to retain a portion of profits,
although the central government
seems to be taking a more critical look
at the use of these profits for invest-
ment purposes. State Economic Com-
mission Chairman Yuan Baohua told
an April conference on transportation
and industry that a system would be
gradually introduced under which the
“various branches of industry in big-
and medium-sized cities” would be
given profit targets, and allowed to re-
tain any surpluses. Individual enter-
prises running at a loss also would be
allowed to keep all profits above a cer-
tain target. On the other side of the
coin, the state would refuse to subsidize
them beyond a certain limit.

An Oversimplified Approach

One of the striking features in Chi-
na’s 1981 readjustment is that it resem-
bles—in certain respects—the 1958
Great Leap Forward approach to de-
velopment. Now, as then, the country is

expected to achieve difficult economic
goals (in this case a balanced budget,
reduced investment, and expanded
light industrial production) on a crash
basis without a well-thought-out, long-
term plan. The result, as in the past, is
considerable economic disruption.

While there is little doubt that less
capital construction would be beneficial
to the economy, the chaos surrounding
the current wholesale rollback creates’
the danger that many feasible and
necessary investments, as in the energy
industries, will not be made in a timely
tashion. Likewise, increased consumer-
goods production is a worthy goal, but
the unplanned rush to construct new
consumer production lines threatens to
bring about more economic waste.

This phenomenon is perhaps due to
the intensely political nature of eco-
nomic administration in China, many
observers feel. Asaresult, the planning
system sometimes becomes the jousting
arena of Politburo members. At such
times, lower-level ofhicials are frequent-
ly afraid to make decisions without
clear-cut political guidance. But this
only perpetuates the need for leaders
to present their programs in a heavy-
handed manner. %

The triumph of his readjustment
policies caps the remarkable come-
back of one of the leading figures in
Chinese communist economic plan-
ning, Vice-Chairman Chen Yun. His
political battles are themselves a chroni-
cle of the most controversial experi-
ments in China’s post-war economic his-
tory.

Born near Shanghai in the early
1900s, Chen worked in that city as a
typesetter in the 1920s. His first known
political activity was in trade union work
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Chen Yun

The architect of readjustment, who fashioned China’s
successtul anti-inflation program in the 1940s, is back

at the drawing board

Martin Weil

in 1924—1925, when he joined the Com-
munist Party and became a close col-
laborator of Liu Shaoqi.

In the mid- to late-1930s, he spent
several years in the Soviet Union and in
Xinjiang Province, which at that time
was under Soviet influence. The Soviet
Union appears to have been the only
foreign country to which he has had
much exposure.

By the early 1940s, he had become
one of the Party’s top ofhcials, and was
already beginning to concentrate on

economic work. When the PRC was
established in 1949, he became a domi-
nant figure in economic planning. His
title until 1958 was first vice-premier,
which ranked him second only to Zhou
Enlai in the State Council. In the mid-
1950s he attained the rank of number
five in the Communist Party hierarchy,

Just behind Zhu De, Zhou, Liu Shaoqi,

and Mao Zedong.

Chen was the major force that throt-
tled China’s runaway inflation in the
late 1940s and established the PRC’s
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first national financial system. These are
experiences that clearly color his cur-
rent views on inflation. In late 1956 he

took on the added title of minister of

commerce, a position that made him
acutely aware of the country’s shortage
of food and consumer goods. His cur-
rent concern with better living stan-
dards undoubtedly reflects that experi-
ence.

Chen’s major battle in the 1950s had
to do with the pace of development.
Mao was pressing for a policy of rapid
development based on extraordinarily
high rates of investment and the mass
mobilization of people. Chen, the man
in charge of implementing the state
plan, urged restraint, caution, and de-
velopment within the limits of available
resources. He also opposed Mao on the
issue of rapid collectivization.

Chen lost the battle, as well as his posi-
tion as first vice-premier and com-
merce minister in early 1958. The
“Great Leap Forward™ took off at that
time. Soon central government control
broke down completely, as the nation
bent its back in a paroxysm of labor to
build, for instance, 50,000 “backyard”
iron smelters in just one month. Chen
was given a face-saving sinecure as head
of the newly formed State Capital Con-
struction Commission, an organization
that was totally ineffective during the
Leap.

“Chen Was Right After All”

Remarkably, Chen is one of China’s
few senior leaders to remain complete-
lv untainted by any association with the
Leap. The waste it entailed (the gov-
ernment now admits that ¥ 100 billion
was thrown away in ill-conceived proj-
ects), not to mention the human
hardship that resulted, ultimately
vindicated Chen’s position. Mao re-
portedly admitted: “Chen was right af-
ter all.” Although he did not recover his
official rank, behind the scenes he re-
gained dominance in economic policy-
making in the early 1960s.

The influence of that period on his
current views cannot be overestimated.
Chen dubbed the policy of the early
1960s one of “readjustment, consolida-
tion, filling out, and raising stan-
dards—remarkably similar to the slo-
gan of “readjustment, reform, recti-
fication, and raising standards” used to
describe current policy.

Chen successfully cut the 1960 capi-

tal construction budget by two-thirds in
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1961, and again by half in 1962. Project
after project—including large-scale
plants begun with Soviet help—were
abandoned. As the central government
regained control over the How of mate-
rials and funds, the ineflicient plants
built during the Leap were shut down,
and currency was withdrawn from cir-
culation through such tactics as raising
the prices of luxury consumer goods.
In view of the crisis then at hand, these
policies met with little overt opposition.
By the mid-1960s, the economy had
regained its equilibrium.

Chen fell from power again during
the Cultural Revolution, but like many
other economic experts in the State
Council—such as Li Xiannian—he did
not suffer the persecution undergone
by senior Party figures such as Liu
Shaoqi and Deng. Chen retained his
central commitiee membership
throughout the 1960s and 1970s.

Deng engineered Chen's return to
the Politburo in December 1978, prob-
ably to counteract what Deng viewed as
the more “Maoist” political and eco-
nomic inclinations of Hua Guofeng
and leaders close 1o Hua, such as Yu
Qiuli, Wu De, and Wang Dongxing.
Hua is reported by Hong Kong sources
to have opposed Chen's return.

It did not take Chen long to assert
himself; indeed, a new “readjustment”
program was unveiled in February
1979 in reaction to the “Four Mod-
ernizations” program, which Chen sar-
donically viewed as a second Great
Leap.

Chen, however, was unable to im-
pose cuts until political resistance from
both the reformists and heavy industry
interests had been beaten back. He now
appears (o be the undisputed number-
one man in economic policy, and in the
first half of 1981 has received more
favorable publicity than any other
Chinese leader.

When he rehabilitated Chen, Deng
may have gotten more than he bar-
gained for. Chen is widely suspected to
have opposed Deng’s Vietnam war in
1979 on economic grounds. Circum-
stantial evidence suggests that Chen is
less enthusiastic about expanded trade
and political relations with the West
than Deng. Unlike Deng, who spent
formative youthful years in France,
Chen has had no wide exposure to the
West. His lack of sensitivity to foreign
opinion became evident when he insti-
gated the major plant cancellation deci-
sion (see The CBR, May—June, 1981, p.

31). Chen clearly was less concerned
about the effect on China’s foreign re-
lations than Deng, who appealed to the

Japanese to find a way to revive the

contracts.

Furthermore, Chen has been some-
what leery of the decentralization re-
forms widely associated with Deng and
Deng's protégé, Premier Zhao Ziyang.

On some crucial political issues,
though, there remains a considerable
rapport between Deng and Chen that
makes the possibility of a major politi-
cal break unlikely. Both men are strong
advocates of “de-Maoihcation” in the
political and economic realms. And
they are among the most committed of
all Chinese leaders to internal reform
within the Communist Party, aimed at
combating corruption and privilege
and at improving the Party's poor im-
age.

In the end, it is hard to attach a label
to Chen. His belief in the need for
strong centralized planning indicates
an aftinity for the Soviet system. Yet, he
rejects the heavy industry orientation
of the Stalinist model, and considers
improved living standards the main
goal of development. In politics, he is
an anti-Mao reformer. But in eco-
nomics, he seems to be a cautious,
fiscally conservative opponent of rapid
reform.

More than any other leader, he has
maintained his integrity during the
political shifts of the last 30 years. This,
combined with his economic expertise
and his concern for the people’s liveli-
hood, has led the Hong Kong magazine
Cheng Ming to comment:

Chen Yun is a person of integrity,
courage, and firmness. He has real
ability and learning, is free from vul-
gar tastes, and does not seek person-
al privileges. Members with such
high Party spirit are few at the high-
er, middle, and lower levels of the
Chinese Communist Party. Over the
past 30 years, the Communist Par-
ty's successes in economic work
could not be separated from Chen
Yun’s arduous efforts, but he had
nothing to do with leftist deviations,
rashness, and crisis in economic
work. Such a veteran cadre has few
parallels in Chinese history among
the officials who helped in founding
or building the country. Moreover,
Chen Yun enjoys increasingly high-
er prestige among the people in the
last few years.

Now Chen must demonstrate that his
policies will be as successful in the
1980s as they were in previous years.
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We bring China into focus.
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China’s modernisation is re-opening the bridge between
Western technology and the needs of an enormous market.
Getting business in the new market is not easy. It calls for the
guidance of an organisation where speed of decision and
modern technology are backed by a century of experience in
the China trade — The Hongkong and Shanghai Banking
Corporation.

Contact with The Hongkong Bank gives you immediate
access to the full range of international banking services from
loan syndication, medium-term financing and joint ventures,
to detailed trade documentation.

Our Area Office China based in Hong Kong can advise
you on strategy and tactics for approaching the new market,
and our Business Profile on China is just one example of the
specialist information we can provide.

Contact us at Area Office China, The Hongkong and
Shanghai Banking Corporation, 23rd floor Admiralty Centre,
Tower 1, Harcourt Road, Hong Kong, or through any of our
800 offices in more than 50 countries.

‘The Hongkong Bank

The Hongkong and Shanghai Banking Corporation
Marine Midland Bank, N.A.
The British Bank of the Middle East
Hang Seng Bank Limited
Wardley Limited
Antony Gibbs & Sons Limited
Mercantile Bank Limited

Consolidated Assets at 31 December 1980 exceed US$47 billion.
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China’s Rising Stars

The New Generation of Economic Leaders

Ancw generation of economic and
political administrators is rising to
the top ranks in China, gradually re-
placing those who have ruled the Peo-
ple’s Republic of China for more than
30 years. Among them are China’s new
Premier Zhao Zivang, and Communist
Party Secretary General Hu Yaobang.

Christopher M. Clarke

Less well known, but in many respects
equally important, are the leaders at the
level just beneath Zhao and Hu. These
men run China’s economic and political
system on a daily basis, formulating and
implementing policies that shape the
lives of 1 billion Chinese.

Three of these rising stars are Yao

Yilin, minister-in-charge of the State
Planning Commission, Wan Li, hrst
vice-premier, and Yuan Baohua, newly
appointed minister-in-charge of the
State Economic Commission. It is im-
portant to become familiar with these
officials—they are likely to be leading
China in the 1990s.

Yao Yilin

Yao Yilin is the man to watch in Chi-
na during the next few years. Born in
1917 in Anhui Province, Yao has risen
to the pinnacle of power in the state
government and may soon join the top
leadership of the Chinese Communist
Party.

As a young man in the 1920s Yao
Yilin studied in a Christian school in
China and became fluent in English.
His middle school was part of Shang-
hai’s Guanghua University, and in 1934
he enrolled at Qinghua University in
Beijing to study history. Yao joined the
Chinese Communist Party the next
year, serving as secretary of the CCP
group within the Beijing Student Un-
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“Economic readjustment calls for reduced investment in
capital construction, and there will not be much increase
for several years. In the circumstances . . . the key lies in
greatly raising economic efficiency in all felds.”

—Speech to 17th Standing Committee meeting of the National People’s

Congress, February, 1981

ion during the “December Ninth
Movement” of 1935, a student move-
ment protesting the appeasement poli-
cies of the ruling Guomindang toward

Japan's aggression in Northeast China.

During the 1930s Yao Yilin served
under Peng Zhen as secretary of Tian-

jin's Municipal Party Committee, and

as secretary general and head of the
propaganda department of the Hebel
Provincial Party Committee under
Peng's North China Bureau of the
Chinese Communist Party. After a
brief tour of duty as a political commis-
sar under Nie Rongzhen, Yao became
head of the Industry and Commerce
Department and member of the Fi-

nance and Economic Committee of the
North China People’s Government in
1948.

Yao moved into national politics
when he was appointed vice-minister of
trade in October 1949. Yao's responsi-
bility, and that of the ministry, was to
supervise domestic and foreign trade.
On the domestic side, Yao was active in
creating and administering the All-
China Federation of Supply and
Marketing Cooperatives, which was re-
sponsible for overseeing China’s collec-
tive (as distinct from state-controlled)
commerce. He also served under Bo
Yibo on the National Austerity Com-
mission during the years of the Korean
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conflict, administering wartime ration-
ing and conservauon measures.

Between 1950 and 1952 Yao also was
involved in foreign trade. He signed
several agreements with Hungary and
Poland, and was involved in the compli-
cated aid and trade negotations with
the Soviet Union during the formula-
tion of the first five-year plan.

In 1952 the Ministry of Trade was
divided into two ministries—Com-
merce and Foreign Trade; Yao Yilin
continued as vice-minister of the
former. From 1954 to 1959 he also
served as a member of the Budget Com-
mittee of China’s legislature, the
National People’s Congress. (His boss
from 1956 to 1958, Chen Yun, is re-
garded as the mastermind and initiator
of China’s current readjustment plans.)
At the Eighth Party Congress in 1956,
when the planners achieved a tempo-
rary victory over Mao’s economic
strategy, Yao was elected an alternate
member of the Central Committee.

Yao's experience in finance really be-
gan with his appomtment in September
1959 as deputy director of the State
Council’s Finance and Trade Ofhce.
This othce, headed by current Party
Vice-Chairman Li Xiannian, was a su-
perministerial body guiding the com-
missions, ministries, bureaus, and bank-
ing organizations involved in financial
and trade affairs. At the same time, Yao
served as deputy director of the equiva-
lent Party agency, the Central Commit-
tee’s Finance and Trade Work Depart-
ment. He became acting director of this
Party organ in 1961, and by 1964
assumed the post of director of the
newly formed Party Finance and Trade
Political Department. In the meantime
Yao also succeeded—in February
1960—to the minister of commerce
post. These concomitant positions
made him one of the most powerful
economic administrators in China be-
tween the Great Leap Forward and the
Cultural Revolution.

It was not suprising, then, that Yao
was accused of revisionism and counter-
revolutionary tendencies in April 1967,
After a six-year absence, Yao appeared
publicly in 1973 when he was elected an
alternate member of the Communist
Party’s Central Committee. In October
of the same year he was also identified
as vice-minister of foreign trade,
although he may have been acting in
that position since at least May 1973,

Yao continued his steady rise to the
top after the fall of the “gang of four”
In April 1977 he was promoted to the
rank of first vice-minister of foreign
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China’s Provincial Leadership

Secretary
Province-level
municipalities
Beijing Duan Junyi
Shanghai Chen
Guodong
Tianjin Chen Weida
Provinces
Anhui Zhang Jingfu
Fujian Liao Zhigao
Gansu Feng Jixin
(acting)
Guangdong  Ren Zhongyi
Guizhou ChiBiging
Hebei Jin Ming
Heilongjiang Yang Yichen
Henan Liu Jie
Hubei Chen Pixian
Hunan Mao Zhiyong
Jiangsu Xu Jiatan
Jiangxi Jiang Weiqing
Jilin Wang Enmao
Liaoning GuoFeng
Qinghai Liang Buting
Shaanxi Ma Wenrui
Shandong Bai Rubing
Shanxi Huo Shilian
Sichuan Tan Qilong
Yunnan An Pingsheng
Zhejiang TieYing
Autonomous regions
Guangxi Qiao
Xiaoguang
Nei Monggol Zhou Hui
Ningxia Li Xuezhi
Tibet Yin Fatang
Xinjiang Wang Feng

SOURCES: Leadership, organizational, and provincial files of the National Council; China
Directory 1981, Tokyo: Radiopress, 1980.

Party First  Governoror

Standing
Chairman of
People’s
Mayor Congress
Jiao Ruoyu Jia Tingsan
Wang Daohan Hu Lijiao
Hu Qili Yan Dakai
Zhou Zijian  Gu Zhuoxin
Ma Xingyuan Liao Zhigao
Li Dengying  Wang Shitai
Liu Tianfu LiJianzhen (f)
SuGang Xu Jiansheng
Li Erzhong Jiang Yizhen
Chen Lei Zhao Dezun
Dai Suli vacant
(acting)
HanNingfu  Chen Pixian
SunGuozhi  WanDa
Hui Yuyu Xu Jiatun
Bai Dongcai  Yang Shangkui
YuKe Li Youwen
Chen Puru Huang
Oudong
Zhang Ji Chunguang
Guosheng
Yu Mingtao Ma Wenrui
SuYiran Zhao Lin
Luo Guibo Ruan Bosheng
Lu Dadong Du Xinyuan
LiuMinghui  AnPingsheng
Li Fengping TieYing
QinYingji Huang Rong
Kong Fei Ting Mao
Ma Xin Ma Qingnian
Ngapoi Yang
Ngawang Dongsheng
Jigme
Ismail Amat  Tomur
Dawamat

Committee Commander of

Military

District or

Region

Pan Yan
He Yixiang

Cao Xikang

Yu Guangmao
Cong Dezhi
Li Bin

SuKezhi
RenYing
Ma Hui

Zhao Xianshun

Shang Gan

Zhang Xiulong
Liu Zhanrong

Hugan
Zhaotian

Xin Junjie
He Youfa
Yang Dayi

Wu Shengrong

Hu Bingyun
Zhao Feng
Wang Fuzhi
Zhao Wenijin
Zhang Haitang

Guan Junting

Zhang Xudeng

Huang Hou
Huang Jingyao

Xi Jinwu

Xiao Quanfu

Chart prepared by Christopher M. Clarke.
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trade; in August he was elevated to full
membership in the Central Committee.
In August 1978 Yao was appointed
minister of commerce, relinquishing
the post in February of the next year to
Wang Lei, who sull holds the positon.

Only a month before giving up his
commerce portlolio, Yao was appointed
director of the Communist Party Cen-
tral Committee’'s powerful General
Othce. (Its previous director had been
Wang Dongxing, also a member of the
Standing Committee of the Polithuro
until early 1980.) By July 1979 Yao also
had reached the summit ol state power
with his appointment as vice-premier
and as secretary general of the State
Finance and Economic Commission,

I'he latter position, which again placed
him directly under his old boss, Chen
Yun, gave Yao day-to-day responsibility
over China’s current retrenchment
program. His administrative and plan-
ning talents were further rewarded by
his appointment to the recently re-
established Party Secretariat in Febru-
ary 1980, and his elevation to the post
of minister of the powerful State Plan-
ning Commission that August. As
minister of the SPC, he is responsible
for formulating China’s long-range
and five-year plans for economic de-
velopment.

Yao's position as China's chiet eco-
nomic stafl othcer was bolstered in ear-
Iy 1981 with a third key appointment as

deputy director of the newly formed
State Council Economic Readjustment
Ofhce. In February, with the dissolu-
tion of the State Finance and Economic
Commission, this othce took over re-
sponsibility for guiding China’s eco-
nomic readjustment. Furthermore. as
Yao's speech at the February meeting
ol the Standing Commitee of the
National People’s Congress revealed,
the responsibilities of the SPC would be
enlarged, especially with respect to
controlling capital construction ex-
penditures.

Yao's elevation to the Polithuro, pos-
sibly even to its Standing Committee, is
expected to occur at the forthcoming
12th Party Congress.

Wan Li

Wan Li, age 64, has a reputation in
China as a no-nonsense administrator
with a successful record in difhcult and
controversial assignments. Not surpris-
ingly, Wan has received substantially in-
creased responsibility and authority
during the confused and contentious
period of economic readjustment. Last
August, Wan was appointed head of the
State Agricultural Commission, and in
late December became the top-ranked
vice-premier among China’s 13 vice-
premiers.

As one of Deng Xiaoping's loremost
protégés, Wan has endured ups and
downs of his career that match those of
his patron. According to his ofhcial
biography, Wan was born in 1916 in
Shandong Province. Other sources,
however, indicate he was a student in
France along with Deng. Zhou Enlai,
Nie Rongzhen, and others. Since they
were in France in the 1920s, Wan is
either older than is officially admitted
or the rumors of his overseas experi-
ence are inaccurate. It is fairly certain,
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“I myself have made revolution my whole life, and I am
continuing to make revolution. I personally suffered a lot.
As a party, we have learned much from our suffering.
That is why we have the courage to make these reforms. We
have made mastakes in the past. If we make any more mas-

takes, it won’t be very good.”

—Interview with Time, November, 1980

however, that Wan was a student in Bei-
jing during the 1930s, and he is known
to have joined the Chinese Communist
Party in 1936.

During the 1930s and 1940s, Wan
served successively as a Communist Par-
ty secretary at the county level. pre-
fectural level, and regional level in
North China. He was active in guerrilla
activities against Japan and in organiza-
tional and political-military support
work during the civil war.

Wan began to accumulate his experi-
ence in economic affairs in 1949, when
he served briefly in the Nanjing city gov-
ernment. By December 1949 he had
moved to Sichuan Province, where he
served as a member of the Financial and
Economic Committee of the Southwest
Military and Administrative Commit-
tee, and as deputy director of its Indus-
try Department. These positions placed
him respectively under Deng and Duan
Junyi, who later succeeded Wan as
minister of railroads, and now serves as
Party first secretary of Beijing.

Shortly after Deng's transter to Bei-
jing in 1952, Wan was called to the capi-
tal and was appointed vice-minister of
the Construction Ministry in Novem-
ber. (The ministry was charged with re-
building China’s war-damaged cities
and industry.) Wan was active in giving
lectures on construction at professional
and political meetings, and in April
1955 was appointed concurrently as
director of the State Council’'s Bureau
of Urban Construction. In 1956, when
the bureau was raised to ministry status,
he relinquished his position as vice-
minister of construction to become
minister of urban construction. This
position presented a major challenge in
view of the extensive construction prog-
ram envisioned in the Soviet-assisted
first five-year plan. However, because of
the organizational retrenchment
accompanying the Great Leap For-
ward, the Urban Construction Ministry
merged in 1958 with the Ministry of
Construction.

Wan's increasing political importance
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was recognized in February 1958, when
he became a secretary of the Beijing
Municipal Communist Party Commit-
tee, followed in August by his election as
vice-mavyor of Benjing. Between 1958
and 1966, he was involved in a variety of
protocol and ceremonial activities in the
nation’s capital, and was often called
upon to stand in for Beijing’s mayor,
Peng Zhen.

Like his patron, Deng. and his boss,
Peng Zhen, Wan became embroiled in
the Sino-Soviet rift. He was an especially
outspoken opponent of Soviet revision-
ism, and a critic of such manifestations
of Soviet-American “collusion™ as the
1963 Nuclear Test Ban Treaty.

Wan’s connections to othcials who
opposed Mao’s plans for a great proleta-
rian cultural revolution were costly. In
December 1966 he was purged as a fol-
lower of Liu Shaoqi, Deng, and Peng,
remaining out of sight for hive years.
However, in March 1971 Wan was
elected a member of the Beijing Muni-
cipal Communist Party Standing Com-
mittee, making him one of the earliest-
rehabilitated victims of the Cultural Re-
volution. In November 1974 he was ele-
vated to the Secretariat of the Beijing
Municipal Party Committee.

Wan's connection to Deng, and his
reputation as a tough guy capable of
handling tough assignments became
obvious when Deng returned to power,
and subsequently assumed day-to-day
responsibilities at the State Council af-
ter January 1975. Wan was appointed
minister of railroads with a mandate 10
end the chaos in the transportation sec-
tor following the Cultural Revolution.

He was just beginning to be successful
when Zhou Enlai died in January 1976.
In March, Deng again fell from grace
and Wan dropped in rank to first vice-
minister of light industry and dis-
appeared from public view.

After Mao's death in September 1976
and the arrest of the “gang of four” one
month later, Wan again was appointed
to a sensitive post with a mandate to
neutralize and root out opponents of
Deng’s policies. In June 1977 he became
Party hrst secretary and governor of
Anhui, a province plagued by radical
disruptions and a stronghold of the
“gang of four” Wan's performance in
this difhcult assignment was rewarded
in August 1977 with his election as a
member of the Communist Party’s Cen-
tral Committee. When the Party rees-
tablished a central Secretariat in Febru-
ary 1980, Wan was made a member ol
that organ as well.

Wan's talent for performing under
pressure led to his return 1o Beijing in
April 1980 and his appointment as vice-
premier of the State Council. In August
he was appointed concurrent minister
of the State Agricultural Commission.
Wan's commission is responsible for the
difhcult and sensitive tasks of carrving
out market-oriented reforms in rural
areas and increasing agricultural out-
put.

Wan was again promoted in late 1980
to the position of first vice-premier. Wan
was therefore responsible for the day-
to-day operations of the State Council
(as well as for his Agricultural Comunis-
sion tasks). The fact that Deng played

the same role under Zhou Enlaiin 1975
and 1976 underlines the importance of
Wan's position.

A further indication that Wan's pow-
er and prestige are increasing is his
appomtment early in 1981 to head the
new State Council Economic Readjust-
ment Ofhce. In February 1981 this
agency displaced the State Financial
and Economic Commission as the organ
responsible tor supervising the imple-
mentation of China's policy of economic
“readjustment, restructuring, con-
solidation, and improvement.” Before
its dissolution the Financial and Econo-
mic Commuission was headed by China's
economic czar, Chen Yun, and was the
top-ranking State Council organ.

Wan's broad experience in diverse
administrative posts contrasts with the
backgrounds of most of China’s other
“rising stars.” It also departs from the
career patterns of China's two top
“voung” cadres, 62-year-old Premier
Zhao Ziyang, and 67-year-old Party
Secretary General Hu Yaobang. Thje
former was a career provincial cadre
until 1980 the latter's experience is
confined to party aftairs. Nor has either
visited the US, whereas Wan led a del-
egation from Anhui Province to the US
last June which was hosted by the State
of Marvland.

As Deng Xiaoping's most successful
lieutenants, Wan, Hu, and Zhao were
hand-picked by Deng as successors.
Whether Wan and his reform-minded
colleagues can hang on to power after
their mentor and protector retires re-
mains to be seen.

market.

CBR ad rates:

KEEP UP WITH THE CHINA MARKET
ADVERTISE IN THE CHINA BUSINESS REVIEW

Ads appearing in The CBR reach a growing China trade community of 24,000—
mainly business executives whose primary responsibility is keeping up with the China

For information on ad specifications and
deadlines, contact:

Sandra Bucci (202) 828-8325
CBR Advertising
The National Council for US-China Trade

B& W 2Color 4-Color
Full page $750 $950  $1125
Y2 page 450 550 675 .
Inside front cover 1000 1250 1500 e o A
Inside back cover 1000 1250 1500
Back cover 1250 1500 1750 US.A.

1050 17th Street, N.W.
Washington, D.C. 20036

The China Business Review/July—August 1981

3



Yuan Baohua

“China wants to import advanced technology and equip-
ment from the US, but we must export a compa.mble
amount of our productsin order to cover costs and in

order to achieve balanced trade.”

—Interview with The CBR, November, 19749

Throughout his 25-year career in the
central government, Yuan Baohua has
formed ties with a variety ol top lead-
ers, notably Bo Yibo and Yu Qiuli.
None of these links, however, seems to
have damaged or compromised Yuan
with other leaders. In ftact, his promo-
tion to minister of the State Economic
Commussion on March 6, 1981, seems
to reflect the widespread respect of his
colleagues. But little 1s known of the
early career of China’s new minister of
the State Economic Commission. From

195010 1957, Yuan served as a financial
and economic administrator in local
government. In 1957, however, he
moved to Beijing and began a steady
and rather rapid rise in the national
government.

In June 1957 however, he moved to
Beijing where his talents as an eco-
nomic administrator were given wider
scope when he became assistant to the
minister ol metallurgical industry. He
was promoted to vice-minister in
September 19549 and in November

Premier

Zhao Zivang

First Vice-Premier

Wan Li

Vice-Premiers

Bo Yibo JiPengtei
Chen Muhua () Kang Shien

Fang Yi Yang Jingren
Geng Biao Yao Yilin
GuMu Yu Qiuli
Huang Hua Zhang Aiping
Secretary General of the State

Council
Du Xingvuan

Deputy Secretaries General
Wu Qingtong
Zheng Siyuan
Feng Jiping
Li Livan
Commissions of the State
Council (12)
State Agricultural Commission
Wan Li
State Capital Construction
Commission
Han Guang*
State Economic Commission
Yuan Baohua*
State Energy Commission
Yu Qiuli
State Foreign Cultural Relations
Commission**
Huang Zhen*
State Foreign Investment
Control/Import-Export
Commission
GuMu
State Machine Building
Industry Commission
Bo Yibo
State Nationalities Affairs
Commission
Yang Jingren
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State Physical Culture and

Foreign Trade

Hpurl\'('.nmll'liwiull
Wang Meng
State Planned Birth
Commission**
Chen Muhua (H)*
State Planning Commission
Yao Yilin
State Science and Technology
Commuission
Fang Yi

Ministries (38)
Agricultural Machmery

Yang Ligong
Agriculture

Lin Hujia*
Building Materials

Song Yangchu
Chemical Industry

Sun Jingwen
Cavil Attairs

Cheng Zihua
Coal Industry

Gao Yangwen
Commerce

Wang Lei
Communications

Peng Deqing*
Culture

Zhou Weizhi (acting)*
Economic Relations with
Foreign Countries

Chen Muhua (F)
Education

Jiang Nanxiang
Electric Power

LiPeng*
Finance

Wang Bingqian
Food

Zhao Xinchu
Foreign Aftairs

Huang Hua

LiQiang
Forestry
Yong Wentao
Geology
Sun Daguang
Justice
Wei Wenbo
Light Industry
Song Jiwen (acting)*
Machine Building |
Rao Bin*
Machine Building 11
Liu Wer
Machine Building 111
Lu Dong
Machine Building IV
Qian Min
Machine Building V
Zhang Zhen
Machine Building VI
An Zhiwen*
Machine Building VI
Zheng Tianxiang
Machine Building V11
NA
Metallurgical Industry
Tang Ke
National Defense
Geng Biao*
Petroleum Industry
Kang Shien*
Posts and Telecommun
Wen Minsheng*
Public Health
Qian Xinzhong
Public Security
Zhao Canghi
Railways
Guo Weicheng
State Farmsand Land
Reclamation
Gao Yang

PRC Government

Texule Industry
Hao Jianxiu (H*
Water Conservancy
Qian Zhengying (f)

Ministry-level Organizations
(9
All-China Federation of Supply
and Marketing Cooperatives
Niu Yingyuan
Chinese Academy of Sciences
Fang Yi
Chinese Academy of Social
Sciences
Hu Quaomu
People's Bank of China
Li Baohua
State Council Finance and
Trade Small Group
Wang Lei
State Council General Ofhce
Wu Qingtong
State Council Ofhce for Hong
Kong and Macao Affairs
Liao Chengzhi
State Council National Defense
Industries Othce
Hong Xuezhi
State Council Othee for
Overseas Chinese Attairs
Liao Chengzhi

ications

Bureaus of the State Council (26)

Bureau of Broadcasting and
Television Industry
Li Yuanru
Central Meteorological Bureau
Rao Xing
Foreign Experts Bureau
Yang Fangzhi
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addressed an industrial conference on
the need to increase cooperation and
improve coordination among several
key ministries, including his own Minis-
try of Metallurgy.

Yuan's management abilities were
rewarded in September 1960 when he
was appointed vice-chairman of the
State Economic Commission under Bo
Yibo, a position he held until he was
made director in 1963 of the newly cre-
ated General Bureau for the Allocation
of Materials. His primary responsibility
there was to coordinate supply and de-
mand for centrally controlled and allo-
cated materials, When the bureau was
elevated to ministry status in Novem-
ber 1964, Yuan became its minister. He

remained minister of the Allocations of

Materials Bureau unul the Cultural
Revolution.

Yuan's eclipse during the years of

chaos was not lengthy. As early as 1969
he was being identified as a “leading

member” of an unidentified depart-
ment of the State Council. By April
1974 Yuan had become a vice-
chairman of the State Planning Com-
mission under Yu Qiuli. (During this
time the State Economic Commission
had merged with the SPC.) He was
elected an alternate member of the
Chinese Communist Party’s 11th Cen-
tral Committee in 1977, and was
shifted to the SEC as a vice-chairman
when the commission was reestablished
in 1978. Yuan is also currently presi-
dent of the Chinese Enterprise Man-
agement Association (CEMA), honor-
ary president of the Society for the
Study of the Distribution of the Means
of Production, and chairman of the

National Committee in Charge of

Workers' Education.

Yuan led an 18-member delegation
to the United States in November 1979
as a guest of the National Council for
US-China Trade. In a CBR interview

given then he indicated that chief

among China's priorities was the need
to strengthen technical training and
management.

In 1980, Yuan seems to have taken a
special interest in energy conservation.
Since a major function of the SEC is to
coordinate supply and demand of re-
sources within the boundaries of Chi-
na’s yearly plan, Yuan's move into Kang
Shien’s job at this time is particularly
interesting. Kang was appointed head
of the SEC in early 1978, when the pros-
pects tor China’s energy development
were rosy; exports of oil were expected
to finance the four modernizations.
However, by 1981 it became clear that
increased energy production is im-
possible in the near term. Kang, whose
experience and expertise centered on
the production of oil, has been shifted
back to his old job as minister of pet-
roleum. Yuan, taking his place, has vast
experience in stretching supply to meet
demand, and in ethcient resource man-
agement. E

Leadership

Foreign Languages Publication
and Distribution Bureau
Luo Jun
General Bureau of Aquatic
Products
Xiao Peng
Government Othces Bureau
LiMengfu
Rehigious Affairs Bureau
Xiao Xianfa
Saientihc and Technical Cadres
Bureau
Huang Wei (D)
State Administrative Bureau of
Publishing
Chen Hanbo
State Archives Bureau
Zhang Zhong
State Building Materials
Industry Bureau
Bai Xiangyin
State Census Bureau
NA
State Commodity Price Bureau
Liu Zhuofu
State Bureau for Complete Sets
of Equipment and Machinery
Xie Beiyi
State Bureau of Construction
Engineering
Xiao Tong
State Bureau of Museums and
Archaological Data
Ren Zhibin
State Bureau of Supplies
Li Kaixin
State Bureau of Surveying and
Cartography
Wang Dajun

State Bureauof Urban

Construction
Shao Jingwa

State General Bureau for

Instruments and Meters
NA

State General Bureau of Labor
Kang Yonghe

State Metrology Bureau
LiLeshan

State Oceanography Bureau
Shen Zhendong

State Seismology Bureau
ZouYu

State Standardization Bureau
Yue Zhijian

State Statistical Bureau
Chen Xian

Special Agencies of the State
Council (30)
Advisor’s Ofhee
LiuYi
Agricultural Bank of China
Fang Gao
Central Broadcasting
Administration
Zhang Xiangshan
Committee for Chinese
Language Reform
Ye Lianshi
Committee to Coordinate Work
for Children
Kang Keqing (f)
Committee to Draft a Maritime
Law
He Chongsheng
Educated Youth Leading Group
Wang Renzhong
Environmental Protection
General Administration
Li Chaobo
General Administration of Civil
Aviation
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Shen Tu
General Administration of
Customs

Zhu Jianba
General Administration of
Exchange Control

Bu Ming
General Administration for
Industry and Commerce

Wei Jinfei
General Administration of
Travel and Tourism

Han Kehua*
Ofhce in Charge of Farmland
Capital Construction

Qian Zhengying (1)
Ofhce in Charge of Nationwide
Direct County Elections

Cheng Zihua
National Academic Degrees
Committee

Fang Yi
New China News Agency
(Xinhua)

Zeng Tao
Nursery Work Leading Group

Chen Muhua (1)
People’s Construction Bank of
China

Wu Boshan
People’s Insurance Company of
China

Feng Tianshun
Political Work ('rl‘nup

NA
State Bureau for the Electronic
Computer Industry

LiRwm
State Committee on Authorized
Strength of Government
Organs

NA

State Committee on Man and
the Biosphere

NA
State Committee on Survey of
National Resources and
Agricultural Zoning

Wan Li
State Council Leading Group
on the Tournst Trade**

Chen Muhua (D
State Council Readjustment
Ofhce

Wan Li
State Council Othce tor the
Reform of the Management
System

NA
State General Administration
for the Inspection of Import
and Export Commodities

Zhang Ming
State Pharmaceuticals
Adminmistration

Hu Zhaocheng

Chart prepared by
Christopher M. Clarke.

*new appointment
**new agency
NA = not available

SOURCES: Zhongguo Baike Nian-
jian, Beipng: Zhongguo Da
Baike Quan shu Chuban She,
1980: Renmin Shouce 1979, Bei-
jing: Renmin Ribao Chuban

She, 1980; China Business Manu-

al, Washington, DC, National
Council for US-China Trade,
1981: leadership and organiza-
tional files of the National
Council.
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Interview with

David S. Tappan, Jr.

.. .we seem to be our own worst enemy in restricting sales of the kinds of technology for

which we have the greatest comparative advantage.

r’

Nicholas H. Ludlow

Dawvid S. Tappan, [r., chairman of the
National Council and vice-chairman of
Fluor Corporation, told the House Subcom-
muttee on Asian and Pacific Affarrs on June 3
that it is time the US treat China on its own
right, separately from Sowet bloc nations. In
an interview with The CBR's Editor-in-
Chief Nicholas H. Ludlow, he also called for
the removal of outdated impediments to busi-
ness with the PRC so that America’s trade
with China can reach its full potential.

CBR: Why are vou calling for Con-
gress to take action now?

Tappan: This vear is the tenth
anniversary of the resumption of US—
China trade. In the past decade, US
business has been playing catch-up in
trying to develop trade with China.

China is going through a period of
economic readjustment. This pause
serves to emphasize the umeliness of
our taking corrective action now and
begin treating our relations with China

in their own right rather than in an
East—West context. If we take advantage
of the opportunity presented by this
period of readjustment, we will prepare
the groundwork for significant future
growth in our economic relations with
China.

Earlier this year, together with other

members of the Board of Directors of

the National Council, 1 met with key
members of the new cabinet here in
Washington and with Chinese leaders in
Beijing to present this position. I found
that there was understanding and
general agreement between American
and Chinese leaders with our view of
where we are and what is needed to
develop the full puh*mial of US—China
€C()nnmi(‘ relali(ms.

CBR: How wellis the US doing in the
China market?

Tappan: As an American business-
man [ am particularly concerned with
the competitiveness of the United States

in China, now one of America’s top ex-
port markets. As of the first quarter of
1981, China (after Japan and South
Korea) is our third-largest market in
Asia.

But the US still has a small share of
China’s total trade—only 12 percent last
year—despite normalization of political
and economic relations with China in
1979. And the majority of our exports
to China—about 60 percent—have
been agricultural products.

Ironically, due to the baggage of our
legislative past, we seem to be our own
worst enemy in restricting sales of the
kinds of technology for which we have
the greatest comparative advantage.
The Japanese and Europeans are run-
ning rings around us when it comes to
approving sales of high-technology
items to the PRC.

I's important for us to act now in
removing the obstacles to our trade with
China while the Chinese, during their

€6 More than 11 million acres of American farmland,
an area almost twice the size of the State of Maryland,
are now planted for the China market, and China is

now our third largest agricultural export market in the
world. We estimate that between 150,000 and
200,000 jobs in this country can be attributed to new

trade with China2?

—Secretary of Commerce Malcolm Baldridge at the
National Council’s annual meeting, June 4, 1981
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readjustment program, are building a
base for long-term trade and economic
activity.

CBR: What needs to be done to re-
move impediments to business with the
PRC?

Tappan: | wholeheartedly endorse
President Reagan's policy to further the
normalization process in our relations
with China. And yet many anachronistic
laws remain that directly or indirectly
impede exports to China and imports
from the PRC. These were designed to
hinder trade with the Soviet Union and
its satellites, of which China was once
considered one.

For example, the US Trade Act of
1974 and the Jackson-Vanik Amend-
ment are laws that impede US—China
trade, as does the Trade Agreement Ex-
tension Act of 1951, Section 11, which
prohibits the entry into the US of seven
furs from China. This law was enacted
when Chinese and American troops
were fighting in Korea.

The Foreign Assistance Act of 1961
prohibits US assistance to countries
dominated by “international commu-
nism™—which was clearly meant to be
associated with the Soviet Union at the
time it was enacted.

These restrictions on trade with Chi-
na represent policy of another, past era,
and should be lifted.

CBR: What about export controls?

Tappan: This question really con-
cerns the proper implementation of
laws already enacted. The purpose of
the Export Administration Act of 1979,
to quote the act, is “To provide authority
to regulate exports, to improve the
efhciency of export regulation and to

minimize interference with the ability to
engage in commerce” As a business-
man, I endorse that purpose.

The problem is that these policies
have not been carried out. Interference
with our ability to engage in trade has
not been minimized in all too manv
cases. Last year a number of controls
were laken off exports to the People’s
Republic of China, and the decontrol
schedule was made known to both US
businessmen and to the Chinese.

But the message does not seem to
have been understood by the bureau-
cracy responsible for implementing
these policies. As a result, in a large
number of export-control cases, ap-
plications that appear to comply with
the new policies have been logjammed,
impeding the growth of our technology
trade with the PRC.

We are as interested as Congress itself
in seeing their policies actually carried
out. We want minimal interference with
trade.

Indeed, as businessmen, we see no
reason to restrict our ability to trade
with China or any other country unless
there are clear and demonstrable
national-security reasons for restricting
that trade.

CBR: You mentioned logjammed ex-
port-control applications—could you
give some examples?

Tappan: Certainly. One company has
had pending for over a year a license
request to sell 24 microcomputers. De-
spite the fact that the company was
given licenses in 1979 to ship China
these same machines, they have vet to
receive either approval or disapproval.
According to the company, the Defense

Department is raising questions. As a
company spokesman says, “It’s a case of
turning over every small stone in the
stream to find a reason for denying the
license.”

Another firm received a “negative
consideration” from OEA in August
1980 on a May 1979 application to sell
seismic data-processing computers to a
Chinese ministry. The company has
appealed, but has heard nothing fur-
ther from Commerce. The company
complains: “By the time we get an
approval, the prices and technology will
have changed so much we will have to
renegotiate the contract”

A third company has had a license
application pending since August 1979
for the sale of a microprocessor 1o a
Chinese institute. The company has
already obtained licenses to sell the
same equipment to three other insti-
tutes in China. DOD is reportedly hold-
ing up this license.

CBR: You said earlier that we should
“begin treating our relations with China
in their own right”?

Tappan: Certainly. It is time that we
were realistic. We should treat China in
its own right. We should not treat the
PRC as a member of the Soviet bloc, nor
particularly as a communist country,
nor particularly as a developing coun-
try. Itis not productive to think of China
in either an Fast-West or North—South
context.

We should treat China as China—for
the country that it is, in terms of the
whole range of interests it represents
for us.

CBR: Are there other hindrances to
our trade with the PRC?

€6 1 is not productive to think of China in either an East-
West or North-South context. We should treat China as Chi-
na—for the country that it is, in terms of the whole range of

interests it represents for us.D9

—National Council Chairman David S. Tappan, Jr.,
before the House Subcommittee on Asian and Pacific

Affairs, June 3, 1981
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Tappan: Yes, another hindrance to
Sino—US trade is the lack of coordina-
tion of our trade relating to China. This
is a practical question,

A government bureaucrat, when con-
fronted by confusing signals from the
Administration, Congress, and the reg-
ulations that he has to carry out, will
almost inevitably choose a cautious
approach.

When a bureaucrat sees legislation,
such as the Export Administration Act,
with language encouraging relations
with China, then different language or
other legislation that discourages rela-
vons with China, what i1s he to think?

When, for example, the Foreign
Assistance Act of 1961 reters to the
“communist bloc,” is he supposed to
think the bloc includes both the Soviets
and Chinese~

The Agricultural Trade Develop-
ment and Assistance Act limits the sales
of agricultural commodities and food
assistance to “friendly countries,” or
those countries not “dominated or con-
trolled by a government or organization
which also controls the world commu-
nist movement.” That's clearly an
anachronism in today's world.

CBR: You mentioned the Jackson-
Vanik Amendment. How does that
aflect trade with China?

Tappan: The Jackson-Vanik Free-
dom-of-Emigration Amendment, Sec-

tion 402 of the US Trade Act of 1974,
was aimed primarily at the Soviet
Union. But it lumps all nonmarket na-
tions together, putting China in the
same bloc, and sends confusing signals
to US government othcials administer-

ing the act. The complex provisions of

the amendment also present obstacles
to trade with the PRC.

Importers are particularly affected by
the amendment, since it requires that
the president review China’s emigration
practices annually in order to allow Chi-
na to continue to receive most-favored-
nation tariff treatment, and US govern-
ment credits and investment guaran-
tees.

The annual waiver requirement
causes uncertainty among US com-
panies as to the continuation of MFN
from year to vear. Importers normally
conclude contracts for purchases from
China from six to 18 months in advance
of delivery of the goods.

Furthermore, a US company nego-
tiating a countertrade agreement,
whereby American technology or
equipment is paid back with Chinese
manufactured products over a period
ol vears, is faced with an even more
serious dilemma. Such long-term ar-
rangements may depend heavily on the
continuation of MFN as well as OPIC
insurance.

If China were not to be exempted
from the provisions of the Jackson-

transmitters, and TV receivers.

X-ray and radiation apparatuses.

chemical and physical analysis.

and generators.

Chief US High-Technology Exports to Chinain 1980

» Oil-drilling equipment of all kinds, including $25 million worth of rock
dnilling bits, and $17 million of drilling machinery.

» Specialized industrial equipment including steam and gas turbines and
generators, refrigerating and freezing equipment, and metalworking
machinery for such tasks as milling, forging, and gear cutting.

» Agricultural equipment such as disc plows, tractor cultivators, harrows,
harvestors, planting and seeding machines.

» TV and communications equipment including telex machines, radio

» Transportation equipment including trucks, barges, aircraft, rail cars,
buses, passenger cars, tractors, and cranes.
» Medical equipmentincluding pacemakers, dental equipment, as well as

» Specialized instruments for geophysical surveys, strength testing, and

» Computer and other electronic equipment, including more than $20
million worth of digital and analog computers, terminals, and printers.

Inaddition, technology transfer arrangements in the form of licensing
and compensation trade also increased substantally in 1980, particularly in
energy-related fields such as coal-washing, and thermal-power-plant boilers
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Vanik Amendment, at least a multiyear
waiver for two or three years would lend
more continuity and ensure a more
stable environment for the growth of
Sino—US trade.

CBR: Would you treat China as a ben-
ehciary nation so that it is not dis-
criminated against on dumping, tech-
nology exports, PL-480, or develop-
ment assistance?

Tappan: Absolutely. There is no
reason to discriminate against China in
these matters. We should treat China in
the same way we do India.

CBR: Would you tavor treating Chi-
na as a friendly developing country so
that it qualifies for preferential tariffs
(GSP)?

Tappan: Yes, I see no reason why Chi-
na, as the world’'s largest developing
country with a GNP per capita of $253
(1979) should not receive GSP from the
United States. China has received GSP
treatment for many years from Japan,
Australia, and almost every industrial-
ized nation in Europe.

CBR: What are our long-term trade
prospects with China

Tappan: The outlook is good. It could
be even better if the impediments are
removed. Our trade with China has
doubled each of the last three years.
We'll have record trade with the PRC
again in 1981, probably ranging be-
tween $5 and $6 billion. We expect our
PRC trade to reach at least $10 billion by
1985, and as much as $20 billion
annually by 1990 or so. But to reach this
potential, we must completely normal-
ize our trade with the Chinese.

We anticipate that agricultural ex-
ports will continue to dominate our
sales to China in the foreseeable future,
but expect technology exports, particu-
larly those related to coal, oftshore pet-
roleum, and transportation, to increase
markedly in the late 1980s.

CBR: How do you rate China’s long-
term political and economic stability?

Tappan: I'm not a political expert on
China, but I feel very positive about
China’s economic prospects even
though we may see only limited growth
over the next two or three years. The
PRC has exerted unusual discipline in
cutting back plant projects such as
Baoshan, and in reducing its budget
deficits. China’s planners have empha-
sized that in the future, they intend to
move slowly in order to move faster later.
The Chinese are determined now to
proceed from the realities of their situa-
tion, rather than from idealistic plans
and objectives. In the long-term this
must be positive, for them and for us.
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China’s Agricultural Imports

Though grain sales lead the list, the sales of fertilizer, seed processing equipment, and
agricultural chemicals are burgeoning too

merican agribusiness can look
forward to increasing commer-
cial opportunities in the PRC,

given agriculture’s secure position as
Beijing’s top development priority. At
present, grain and cotton represent the
lion’s share of US agricultural exports
to China. But with the Washington-
Beijing grain pact, which stabilizes
grain sales at 6=9 million tons during
198184, agricultural chemicals, for-
estry products (see p. 43), and special-
ized farm machinery have emerged as
the fastest-growing agricultural mar-
kets in China for US firms. These cate-

Karen Berney

gories accounted for nearly $400 mil-
lion, or 11 percent of total US exports
to the PRC last vear. And prospects
seem even brighter for 1981 first quar-
ter US-China trade statistics show US
firms continuing to penetrate these
budding markets with sales in excess ot
$100 million.

Agricultural Chemical Market
Expands

Fertilizer and other agricultural
chemicals are among the rapid climb-
ers in US exports to China. US com-
panies won $150 million in sales in

1980, more than tripling the amount of
business done a vear ago. This gave the
US about 30 percent of Beijing's total
purchases of foreign fertilizers. Japan’s
share was about 50 percent; the re-
maining business went to Canada and
the EEC (led by ltaly).

In terms of volume, China’s total fer-
tilizer imports in 1980 consisted of
more than 1.3 million tons of nitrogen:
560,000 tons of phosphate: and
360,000 tons of Canadian potash.
These were added to China's own out-
put of these fertilizers of 9.9 million
tons, 2.4 million tons, and 20,000 tons,

CROP YIELDS
(Metric tons per acre, 1980/81)

Source: US Department of Agriculture, Foreign Agricultural Service.
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respectively, to reach an average fertil-
izer application of 127.8 kg. per hect-
are. That marks a 17 percent increase
over 1979. By contrast, current fertiliz-
er use per hectare is 398.5 kg, in Japan,
149 kg. in the US, and 29 kg. in India.

In the yvears ahead China is expected
to buy increasing amounts of phos-
phate fertilizer 1o forufy plant roots,
and decreasing quantities of urea, a ni-
trogenous fertilizer that strengthens
leal’ structures. The latter market is
shrinking because China soon will be
self-suthcient in the production of
urea.

During the 1970s Beijing imported
I3 sets of ammonia plants (eight were
built by Pullman Kellogg, now the M.
W. Kellogg Company) with a combined
output capacity of 6.24 million tons of
urea a yvear. Also reducing China’s de-
pendence on imported urea s its grow-
ing use of natural sources of nitrogen.
In one technique, Chinese farmers aid
rice fertilization with azollas, an aquatic
fern that uses blue algae in its leaves to
produce nitrogen,

Japan, China’s chief source of ni-
trogenous fertilizers, already is feeling
a pinch. For the first halt of 1981, the
Japan Ammonium Sulphate Export
Company contracted for deliveries of
400,000 tons of urea and 200,000 tons
of ammonium sulphate, down by 12.5
percent and 66 percent, respectively,
from the same period last vear.

The United States’ Hold on the
Phosphate Market

Since Beijing entered the world mar-
ket for phosphate fertilizers in 1978,
the US has been the PRC’s sole sup-
plier. Last vear's sales reached a record
high of 392,000 tons of diammonium
phosphate and 168,000 tons of concen-
trated superphosphate fertilizer. Bei-
jing annually imports from Morocco
between 150,000 and 200,000 tons of
unprocessed phosphate rock, which is
then ground up and placed directly in
the soil. In an untreated form, phos-
phate is a less effective fertilizer.

Though China has substantial phos-
phate deposits of uneven quality in the
provinces of Hubei, Hunan, Guang-
dong, Jiangsu, Yunnan, and Guizhou,
very few areas have been subject to ex-
ploitation. Only one phosphate mine in
Heilonjiang Province, with a yearly
capacity of 100-300 thousand tons, is
known to exist. On numerous occasions
the US engineering firm Davy McKee
has proposed designing and construct-
ing a phosphate fertilizer plant to tap
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Hubet's reserves located 150 miles west
of Wuhan. But such plants require a
five-vear construction cvcele and must
rely on ol or natural gas tor feedstock.
Many chemical fertilizer plants recent-
Iy have been forced to operate at less
than full capacity due to shortages of oil
and gas, according 1o one Chinese re-
pl”’l.

I'hus, the USis in a position to fill the
gap between China's phosphate de-
mand and supply for the loreseeable
future, with sales growing by an esti-
mated 10-20 percent a year. But US
businesses hoping to enter the market

face suft competition. Under the 1918
Webb-Pomerene Act allowing US in-
dustries to torm special associations to
boost exports, eight US phosphate pro-
ducers in 1975 organized a nonprofu
marketing organization to negotiate
deals with foreign buvers. Called the
Phosphate Chemical Association
(PHOSCHEM), the New York group is
made up of Agrico Chemical-Williams:
American Cyanamid; Beker Indus-
tries; Freeport Minerals: First Missis-
sippi Corp.: International Minerals;
Texasgulf Inc., and W. R. Grace & Co,
Proceeds {rom its business How back to

S

CNSC Representative.

Representatives of the China National Seed Corporation visited the US in March. Shown
here, at the Alabama Crop Improvement Association’s Seed Technology Center are,
from left: Gary Billups, Blount World Trade International Projects Director; Li Meisen,
CNSC Engineering Representative; Dr. Robert Burdett, ACIA Director; Ma Ka Rang,
CNSC Vice Manager; Steve Key, Blount/mix-mill Regional Manager; and Ma Zhapu,

1 B ¢!
» -y
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member hirms, which are paid accord-
ing to their percentage contribution to
PHOSCHEM's working inventory. Agri-
co Chemical-Williams is the largest
member, accounting for 30 percent of
total US phosphate fertilizer produc-
tion.

PHOSCHEM has a hefty chunk of the
US export market; its yearly contracts
account for about one-halt of Amer-
ica’s worldwide phosphate fertilizer
sales of 3.5 million tons. With respect to
China. PHOSCHEM members cashed in
on 80 percent of last vear's transac-
tions.

Due to what it describes as “intensive
marketing efforts.” the association
maintains an informal and fruittul
business relationship with Beijing’s
buying arm, the China National Chem-
icals Import and Export Corporation
(SINOCHEM). Having proved usell a
reliable and competitive supplier,
PHOSCHEM hopes to snatch a large
portion of SINOCHEM's future orders.

But the 22 other US phosphate
manufacturers are not intimidated by
PHOSCHEM's China connection.
“PHOSCHEM is a major factor” says a
businessman at Transmeridian, a West

that yield quick returns.

$500,000.

for 60 hp tractorsin 1982.

New Markets for Agricultural Technology

Blount Inc. hassold a $3 million contractto design and equip a seed-
processing plant in Ningxia Province. The firm heeded Beijing’s new agri-
cultural development strategy of channeling investments into local projects

Theseed sector, involving breeding, harvesting, washing, and milling
know-how, isone of the largest untapped markets in China today. Says a
Blount spokesman: “Each province literally needs hundreds of seed proc-
essing plants, and we're in the process of negotiating for some more with the
China Nauonal Seed Corporation, the Ministrv of Agriculture, and
MACHIMPEX." Asin the case of heavy agricultural machinery, Blount be-
lieves China will purchase a few seed processing plants from different
manufacturers, evaluate equipment performance, and then choose a part-
ner foralong-term licensing agreement or joint venture.

[tisalso an auspicious time for US exporters of irrigation equipment. Last
year’s Hood and drought calamities set alarm bells ringing in Beijing, since
powered irrigation and drainage facilities only extend over 18 percent of
China’s 102.8 millhon arable hectares.

Lindsey Manufacturing Company, a subsidiary of Dekalb AgResearch,
reports receiving more than 50 handwritten letters from Chinese othcials
requesting information on its fully automated lateral-move and central-
pivot irrigation systems. In the fall of 1978, Lindsey contracted with
MACHIMPEX for five lateral-move and four central-pivot systems worth

Business opportunities will also accompany the World Bank’s proposed
irrigation and drainage project on the North China plain. In September, a
bank team will visit 1 1 Chinese counties in Anhui, Hebei, Hunnan, Jiangsu
and Shandong provinces requesting an estimated $100 million for equip-
menttoirrigate 325,000 hectares of farmland. By the end of the year, the
bank is expected to be negotiating loan documents, after which China will
dispatch survey delegations to visit the US and other foreign suppliers.

US manufacturers of farm machinery are encountering less success.
Since 1977, John Deere and International Harvester have grossed $6 and
$15 million, respectively, in sales of agricultural machinery to China.
Together with Ford, they also have been competing for a deal to license the
production of tractors and farm implements in China. Those discussions,
like Beijing’s original goal of 80 percent mechanization by 1985, are now
languishing. Meanwhile, Ford Motor Company has initiated another type
of business. “The name of the game is foreign exchange.” said a Ford execu-
tive, whose firm is buying $2 million worth of tractor parts from the Jiangxi
Tractor Works this year in the hope of concluding a co-assembly agreement
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Coast fertilizer trading company, “but
[1t] st driving potential newcomers
out of the market:. . .there are many
ways to sell to China. The company is
now talking to SINOCHEM's customers
in Northern China about the possibility
of supplying phosphate and other ter-
tilizers purchased trom South Korean
producers. Low transportation costs
make the three-way partnership an
attractive alternative to buving Amer-
ican-made fertilizers.

Transmeridian now sends people 1o
the Guangzhou trade fairs 10 meei
SINOCHEM representatives who can
put them in touch with the proper pur-
chasing authorities.

Insecticides and Fungicides

People within the US insecticide and
fungicide industry wryly assert that the
most promising Chinese market lies in
sparsely populated areas, where labor-
ers cannot be spared to remove insects
and weeds by hand. One company rep-
resentative claims to have seen a small
troop of farmers in Shanxi Province
spend 20 to 30 days weeding one acre of
wheat. Beijing is well aware that increas-
ing food production by 3— percent a
vear (10—15 million tons) requires noth-
ing less than the introduction of a com-
plete scientific package: resilient seeds,
chemical fertilizer, water control, insec-
ticides, and fungicides.

High costs and sophisticated manu-
facturing methods have kept China's
production of synthetic insecticides
and fungicides low. Consequently,
biological-control methods are used
wherever feasible. These focus on in-
troducing species of insect predators
and parasitoids as well as a variety of
plant pathogens. For example. as much
as 20 percent of the total rice acreage in
Guangdong Province is protected by
the release of trichogramma, an adult
temale wasp that destroys the eggs of
pests. This program is supplemented
by the herding of insect-eating ducks
through rice fields, a practice that is
reported to reduce the population of
rice pests by 65—70 percent.*®

Chinese insecticide production cur-
rently stands at 537,000 tons a year,
mainly of organophosphorous com-
pounds formulated in the US 20 years
ago. Those insecticides most widely ap-
plied today include wrichlorofon (Dip-
terex), dichlorovos (DDVOP), dimeth-
oate (Rogor), and derivatives of methyl
parathion. The volume of fungicide
production is unknown. Visiting plant
protection specialists report the com-
mon use of Bavistin in the lower
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Changjiang River area for control of
wheat scab. and the application of bor-
deaux mixtures tor control ol potato
and tomato blight.

Two US agricultural chemical com-
panies with long track records in China
are FMC and Diamond Shamrock
Corp. For the past few vears, FMC has
been_ selling $5-$25 million worth of
Furadan insecticide a vear. Furadan
has met with such success in increasing
Chinese rice and maize vields that Bei-
jing, at the urging of FMC., 1s now shop-

ping for a US partner to equip and
design a formulating facility to process
Furadan into easv-to-handle granules.
This would tie FMC mnto a long-term
supply arrangement for both technical
data and raw Furadan.

Monsanto, which has sold China
small amounts of two herbicides—Las-
so-and Avadex for weed and wild-oat.
control in wheat—is also exploring the
possibility of exchanging its formulat-
ing know-how for the right to sell its
basic products in China.

Diamond Shamrock attributes its
success to the indefatigable efforts of its
Chinarepresentative John Kamm, who
15 now managing director of Diamond
Shamrock China, Lid.

Diamond Shamrock’s  biggest
Chinese customer is the Ministry of
Chemical Industry, which buys more
than $20 milhon warth of ‘industrial
chemicals a year. The company’s
marketing strategy has been to pro-
mote agricultural chemicals directly
benefituing China’s export crops such

Table 1. Major US Agricultural Exports to the PRC
(million US dollars)

First quarter
Commodity 1977 1978 1979 1980 1981
Grain* 7.53 403.31 625.26 1,457.35 434.52
Cotton 17.51 157.27 356.76 696.97 314.11
Agricultural chemicals 8.07 47.05 60.4 181.87 45.81**
Of which:
Diammonium phosphate fertilizer - 19.74 3.72 85.16 24.83
Urea fertilizer 8.07 1517 27.17 35.03 2.97
Concentrated superphosphate
fertilizer — 3.79 13.70 29.54 11.72
Other insecticides — 2.50 3.61 25.55 NA
Organophosphorous insecticide — 3.9 6.29 3.84 1.52
Fungicides and herbicides . 1.94 5.91 2.75 177
Paper products and logs 4.69 4.50 5.40 234.79 5712
Leather — -— 0.90 28.60 16.50
Cattle hides 0.021 0.19 1.80 10.37 1.78
Agricultural machinery — 3.40 4.73 7.50 0.87
Total 37.82 615.72 1,055.25 2,617.45 870.71
Percent of total US exportsto China 221 74.8 61.5 69.8 73.8

*Includes wheat, corn, soybeans, and soybean oil.
**Includes $3.0 million worth of fertilizers not specified by type.

SOURCE: National Council for US-China Trade, Sino-US Trade Statistics, 1977, 1978, 1979, and 1980,
Chart prepared by Karen Berney.

Table 2. Diamond Shamrock Takes Its Case to the Chinese Farmer
Demonstration Results of Using Daconil 2787 Fungicide on Chinese Crops in Guangdong Province

Return on Invest-
ment
(value of crop in-
Yield increase over Total value of crop- crease minus cost of

Rate of application Cost of treatment* Value of crop untreated crop yield increase Daconil)
Crop (kg./hectare) (yuan) (yuan’kg.) (kg./hectare) (yuan) (yuan/hectare)
Rice 2.0 ¥ 40 ¥0.3 500 ¥ 150 ¥ 110
Peanut 1.7 ¥ 85 ¥0.5 1,500 ¥ 810 ¥ 725
Soybean 2.5 ¥ 50 ¥0.5 450 ¥ 225 ¥ 175
Tomato 3.4 ¥ 238 ¥0.2 20,000 ¥ 4,000 ¥3,762

*Based on an enduser price of ¥ 10 per kg. of Daconil 2787.
SOURCE: Diamond Shamrock Corporation.
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das tea .Ill(l i)(';lnl”‘i. Il"i most recent suc-
cess has been the marketing of its fun-
gicide, Daconil 2787.

Developing a Market

Generating a demand for new agri-
cultural chemicals in China normally
begins with a company providing (ree
samples to the Ministry of Agriculture’s
Institute of Agro-Chemical Control.
Foreign companies also can send sam-
ples directly to provincial research in-
stitutes. In 1980, the Guangdong En-
tvmology Institute, for example,
screened between eight and 15 foreign
pesticides (among them Banne, Mipo,
Calceron, and Topsin). 1 the product is
judged worthy of an efthicacy test, the
institute arranges for a testing site al
one of its agricultural extension centers
in China. The participating company is
charged about $700 per crop treatment
to subsidize the costs of land, facilities,
researchers, and an interpreter. Pro-
viding that the test is successful, the
nextstep involves determining applica-
tion rates and costs under normal
weather and field conditions.

Diamond Shamrock tested Daconil
2787 on a variety of crops in Guang-
dong Province. Results showed it to be
superior to commonly used Chinese
tungicides in terms of cost, ecological
safety, and increased vields (see Table
24

News that a foreign agricultural
chemical scored improvements in culti-
vating a particular crop on a small test
site in China will not necessarily be
broadcast to other relevant endusers.
Therefore, in June, Diamond Sham-
rock launched another Daconil 2787
experiment on peanuts, this time for a
Shangdong audience. As in Guang-
dong, the aim was to develop data that
will translate into product demand.

A variety of pests and crop diseases
continues to jeopardize China's food
production (see Table 3). Hence, many
US agricultural chemical companies
see a market potential tor such pro-
ducts as Nudrin and Azodrin pesticides,
and Bladex herbicide (Shell Chemical
Company), Tecto fungicide (Merck
Sharp & Dohme International), Weedar
64, Weedar 64-A, and Amiben herbicides
(Union Carbide), Ramrod herbicide
(Dupontand Monsanto), Carbofuran in-
secticide (FMC), Avenge and Stomp her-

Correction: In The CBR, May—]une,
1981, p. 57, the announcement con-
cerning possible Israeli arms sales to
China is erroneous.
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bicides (Cvanamid Americas Far Fast).
Goal and Blazer fungicides (Rohm and
Haas), and Busan 30 seed treatment
fungicide (Buckman Laboratories
Inc.). The latter three firms are in the
process of testing their products in Chi-
na, but remain skeptical about the pros-
pects for immediate sales.

Echoing an opinion shared by
others, a marketing specialist at Rohm
and Haas views Beijing's lack of foreign
exchange and a detailed blueprint tor
upgrading the agricultural chemical in-

dustry as the main stumbling blocks to
future sales.

Lack of Patent Protection

An even deeper cause of concern is
the fact that the PRC's draft patent law
does not extend protection to any
chemical products (see The CBR, May—

June 1981, p. 39). “With at least a

seven-year R&D investment to cover on
new technology, we can't afford to sell
state-of-the-art chemicals in countries
not honoring patents,” claimed a Mon-

A Blount grain dryer similar to this unit in Michigan will be installed at the Ningxia seed
processing facility.
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santo spokesman.

The fear is legitimate. Union Car-
bide discovered, much 1o its dismay,
that its insecticide Sevin (carbaryl) was
being promoted for export by
SINOCHEM at a Guangzhou fair a few
years back. Sevin is China’s main insec-
ticide used for cotton. Rohm and Haas
also worries about the erosion of 1s
technological advantage. should Bei-
jing happen to disclose unprotected
pre-sales information on its product to

competitors (see The CBR, May—]une,
1981, p. 58).

But copying a published patent
under controlled laboratory conditions
is hardly tantamount to designing the
methods needed to mass produce an
environmentally sound agricultural
chemical, argues a scientist at Diamond
Shamrock. China’s attempt to commer-
cially produce Dow Chemical’s pesti-
cide, N-Serve, in the late 1970s failed
miserably, owing to the compound’s

complex production process. Woes
over patent protection, he indicated,
do not warrant giving up on China,
especially when considering its need to
use more cost-effective and up-to-date
agricultural chemicals. x

*For a detailed account of current plant pro-
tection methods and policies i China see
Robert L. Metcall and Arthur Kelman,
“Plant Protection,” in Leo A. Orleans’ Science
in Contemporary China (Stanford, Cahf.: Stan-
ford University Press, 1980). pp. 313-341.

Major Plant Disease

Blast, bacterial leaf blight, sheath
blight, and helminthosporium

Stem and leaf rust, glume blotch,
fusarium wilt, septoria leaf
blotch, bunt, and smut

Stripe, stem and leaf rust, leaf
spots, scab, barley yellow dwarf
virus, and helminthosporium

Stem rust, scab, and septoria
nodorum

Mildew, leaf and stem rust, scab,
cribberella zeae, and fusarium
wilt

Northern and southern leaf
blight, head smut, ustilago zeae,
kabatiella zeae, gibberella zeae,
and helminthosporium

Rust, powdery mildew, and head
smut

Soybean mosaic and stunt, bud
blight, target spot, bacterial leaf
blight, and peanut rust

Scab, alternaria, valsa trunk
canker, scar skin, and apple leaf
mosaic

Cotton rust, damping off,
phyllostica, alternaria and
angular leaf spot, anthracnose,
ascochyta blight, verticillium
wilt, and boll rots

e s T S T S R
Table 3. China’s Major Pest and Plant Diseases
Crop* Region Major Pest
Rice South and Green leafhopper, brown
South-Central China planthopper, stem borer, leaf
roller, whorl maggot, case
butterfly, and thrips
Wheat Northeast China Aphids and army worm
Wheat Beijing vicinity and NA
Northwest China
Wheat Nanjing vicinity and NA
East China
Wheat Guangdong Province NA
and South China
Corn Northeast China European corn borer, army
worm, grubs, aphids, and
stackborer
Millet Northeast China NA
Oilseeds Northeast and Soybean pod borer, aphids, and
North-Central China  pod borer
Fruits Northeast China Woolly aphids
Cotton Northern China Boll worms and aphids
*The following pathogens are of major concern to Chinese vegetable growers: erwinia aroideae, peronospora parasitica, brassica virus-2,
tobacco and cucumber mosaic, alternaria solani, pseudoperonospora cubensis, erysiphe cichoracearum, and colletotrichum lagenarium.
SOURCE: Data compiled by Edith Terry (Based on the report of the US Plant Studies Delegation to China, September, 1979).
e ¢ S R i SR S BT
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China’s Forestry Sector:

Growing Opportunities for the US

Already the third largest export market for US timber products, China may offer greater
sales potential for softwood logs, wood pulp, and paper manufacturing technology

Karen Berney

eijing’s imports of more than
B $234 million worth of US paper,
pulp, and logs last year signaled
its turning to the American forestry
products industry for help in offsetting
decades of poor land management.
China’s goal is to increase its total for-
ested area from the current 12.7 per-
cent of total land area (compared to 33
percent in the US) to 20 percent by the
close of the century. But since forests
grow slowly, experts predict that major
payoffs from China’s “greening”
efforts lie at least 50 years away.
While China awaits increased timber
harvests, US papermakers can count
on steadily rising sales. Domestic de-
mand by all users of paper, especially
newspaper and book publishers, is
growing rapidly. Moreover, as Beijing
boosts exports of textiles, handicrafts,
canned foods, and other consumer
products, more and more paper will be
needed to wrap, pack, and box goods
headed for Western department stores.
Beijing placed its first order for soft-
wood logs from the states of Washing-
ton and Oregon last year, making Chi-
na the third largest foreign customer
for US timber producers. A total of 88
million board-feet were delivered;
Chinese purchases during 1981 are ex-
pected to climb to between 150 and 200
million board-feet. These logs are
being used to support priority trans-
portation projects such as bridges,
bulkheads, and railway ties. Chinese
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construction planners also hope to
minimize the use of energy-intensive
building materials like cement and
bricks by using wood as a partial substi-
tute.

Aiding the Paper Industry

The scarcity of wood in China has
played havoc with the paper and pulp
industry. Without the fiber to expand
production, Beijing has been forced 1o
delay its plans to build new plants. Cur-
rent emphasis is on introducing cost-
saving technology and equipment to
renovate China’s most important paper
mills.

Specialty chemicals represents one
such technology. Early this year, Buck-
man Laboratories, Inc. of Memphis
submitted free samples of its corrosion-
control chemicals to the Chinese Paper
Institute of the Ministry of Light In-
dustry. The chemicals are now under-
going performance tests at the Guang-
zhou, Mingteng, and Hangzhou Paper
Mills. It the results are positive, Buck-
man is confident of negotiating a long-
term supply agreement with the China
National Light Industrial Products Im-
port and Export Corporation.

Swedish manufacturers who spon-
sored a Beijing conference on the pa-
per industry in early 1980 see un-
tapped sales opportunities in a number
of areas: cooking and recovery
methods for straw pulping: paper-

coating techniques and equipment;
hydrocyclone cleaners for treatment of
pulps: portable moisture meters for
identifying defects in paper machin-
ery; and computerized testing svstems
for improved quality control.

So far, pollution control has received
cursory attention in China's pulp and
paper mills, where foreign visitors have
witnessed the dumping of untreated
effluents. The Ministry of Metallurgi-
cal Industry builds electrostatic pre-
cipitators designed along the lines of
German models, but of the total 400
known to be operating, only two have
been installed in paper mills (see The
CBR, Jan.~Feb., 1981, p. 52). However,
the recent levying of financial penalties
for noncompliance with China’s 1979
environmental protection law is bound
to heighten interest in low-cost pollu-
tion control devices.

Reaching the Forestry Industry

In coming years, China also will need
Western technology to transform its
obsolete forestry-products sector.
Commercial development of state-
owned forests (which comprise about
one-half, or 61 million hectares, of Chi-
na’s total forested areas) is handled by
the Ministry of State Farms and Land
Reclamation. Its foreign transactions
are conducted through MACHIMPEX,
which negotiated a $7.5 million con-
tract with International Harvester last
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year for skidding, yarding, and loading
machines.

The Ministry of Forestry’s National
Forestry Machinery and Equipment
Corporation is responsible for hand-
ling foreign trade matters involving
forests managed by provincial and
municipal governments. The trading
group maintains influential branch
offices in the major wood-processing
centers of Beijing, Shanghai, Guang-
zhou, and Fuzhou. Current priorities
include fiberboard and veneer-slicing
technologies, in addition to log storage,
breakdown, and handling equipment.

Last April, Washington Iron Works
signed an $11 million contract with the
Fujian Provincial Forestry Machinery
and Equipment Corporation for a 150-
ton-per-day medium-density fiber-
board plant. Ministry plans call for two
more plants—a 150-ton-per-day facil-
ity in Heilongjiang province and a 75-
ton-per-day plant in Shanghai.
Washington Iron Works, Weverhauser,
and the Swedish firm, Sund Fibrator,
are the principal contenders for the
equipment contract. Stone and Webs-
ter Engineering Company is being con-
sidered for the design and engineering
work.

Also under negotiation with Capital
Machines International of Indianapo-
lis is a 100,000-board-feet-per-day
veneer-slicing mill for Jilin Province.
The Ministry of Forestry is requesting a
turnkey job, and has invited the firm
and its design and engineering consul-
tant, David R. Webb, to Beijing in Octo-
ber for further consultations. Capital
Machines hopes to sew up a contract by
February of next vear.

US producers of forestry equipment
should not overlook the relative busi-
ness autonomy that has been granted to
Heilongjiang province, China’s most
important forestry center. The prov-
ince contains 25 percent of China’s
commercial timber resources and pro-
duces a third to a half (14 to 17 million
cubic meters) of its commercial output.

Provincial authorities are aggressive-
ly pursuing ventures with foreign
firms, though all contracts appear to
need final approval from Beijing. Most
recently, the province initialed a co-
production agreement with a Swedish
company to manufacture artificial
fiber, shaving, and veneer board. Now
the province is seeking a furniture-
manufacturing partner to make use of
its extensive and undeveloped re-
sources of ash and birch. x
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China’s Papermakers

The art of papermaking was invented by China and even today entirely
hand-run installations continue to turn out small quantities of paper. Chi-
na's approximately 4,000 paper and pulp mills, mainly using vintage tech-
nology of the 1950s, administered by the Ministry of Light Industry’s
Papermaking Bureau headed by Zhao Shuhua. These mills produced a total
of 5.35 million tons of paper in 1980, of which roughly 70 percent was used
for printing and writing, 20 percent for packing and shipping exports, and
10 percent for newsprint.

China’s total wood-pulp capacity is 2.9 million tons. Non-wood fibers,
including reeds, bagasse (a sugar cane residue), and other vegetables con-
tribute an additional 5.9 million tons of pulp.

The industry’s long-range plan calls for a doubling of production in less
than 10 years. But for now, demand exceeds supply, requiring Beijing to
import one million tons of various grades of wood pulp worth about $400
million each year.

SOURCE: American Paper Institute, Pulp and Paper International, October
1980, pp. 57-60.

China’s Imports of US Forestry Products, 1980

Value Volume
(thousand $US) (metric tons)
Paperboard 123,401 388,386
Of which:
Kraft linerboard,
unbleached 93,327 289,418
Recycled paper 19,103 62,534
Semichemical
corrugating
medium 8,603 30,892
Bleached
paperboard 2,368 5,542
Wood pulp 66,848 138,117
Printing and writing
paper 2,931 5,838
Packing and special
industrial paper 616 264
Softwood logs 41,000 88 million
board-feet
Total 234,796 532,605*

*Paperboard, pulp, and paper only.
SOURCE: American Paper Institute, New York.
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eijing, Shanghai, and Tianjin, China’s three centrally administered

municipalities, have the same status in the People’s Republic as pro-

vinces. They are the principal hubs of commerce, industry, culture,

and politics in North and East China. These three cities represent a substan-

tial portion of the nation’s population, industrial output, and trade (see

chart). Although relatively small in area by Chinese standards, all three en-

compass sizable communities. For example Shanghai, the smallest in area of
the three, is almost six times as large as Hong Kong (including the New Ter-
ritories), and more than 10 times as large as Singapore. Because these three
cities now have much greater foreign trade autonomy than in the past, it is

crucial for foreign businesses to have as much information about

Beijing, China’s political center and
cultural showpiece, and a city of almost
9 million people, is also an important
center of industry and commerce.
Although the city produces only 4-5
percent of national gross value of in-
dustrial output, its more than 1.3 mil-
lion industrial employees include many
of the country’s most skilled techni-
cians and artisans.

Beijing's industry is especially strong
in five sectors. The textile industry in
1980 produced export earnings for the
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their economies as possible.

Christopher M. Clarke and
Elizabeth Jurkacek

It F
BEIJING

city of $100 million, almost one-fifth of
Beijing’s total export value. Some 86
enterprises employ 85,000 textile
workers and staff; in 1980 they pro-
duced approximately 260 million
meters of cotton and cotton-polyester
cloth, and 10 million meters of wool
textiles. More than 60 apparel factories
with 23,000 workers produced gar-
ments with an export value of another
$100 million.

Beijing’s 25,000 arts and crafts work-
ers are employed in 44 production en-

terprises, which in turn are organized
into four specialized subcorporations
under the Beijing Arts and Crafts Cor-
poration. This company, formed in
September 1980, is under the joint con-
trol of the municipal government and
the national Ministry of Light Industry.
The 44 enterprises are supplemented
by almost 150,000 rural artisans work-
ing on a piece-rate basis. Their com-
bined output in 1979 was worth ¥ 595
million ($390 million).

The capital city is a major producer
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of chemicals, petrochemicals, and
pharmaceuticals. These are the fastest-
growing export industries in Beijing.
In 1979, the city's 43 chemical enter-
prises exported ¥ 80 million (852 mil-
lion) in chemical products, up more
than three times the level of 1978 ex-
ports. Led by the Yanshan Petro-
chemical Corporation, Beijing’s petro-
chemical exports jumped about 200
percentin 1979, and by almost 150 per-
cent in 1980. The Beijing Phar-
maceutical Corporation exported
about ¥50 million ($32.8 million) in
1980, its first full year of existence.
Beijing's sizable machinery and
equipment industry is quite diversified,
ranging from production of heavy
machinery and machine tools to wrist-
watches, electronic equipment, and
medical instruments. Imports and ex-
ports are handled principally by the
Beijing branches of MACHIMPEX and
EQUIMPEX. The former did almost $6
million in export business in 1979, and
reportedly about 10 times as much n

1979 1980
KEY INDICATORS
Total industrial and
agricultural output value
(billion yuan, 1970 prices) ¥22.36 ¥24.51
$14.44 $16.34
Gross value of industrial
output (billion yuan, 1970
prices) ¥21.10 ¥23.21
$13.62 $15.47
Ofwhich
Heavy industry ¥13.44 ¥14.04
$8.68 $9.06
Percent of total 63.7 60.5
Light industry ¥7.66 ¥9.17
$4.95 $6.11
Percent of total 36.3 39.5
Gross value of agricultural
output (billion yuan, 1970
prices) ¥1.26 ¥1.30
$0.81 $0.87
Population iyear-end, million) 8.71 8.80
Rural 4.76 4.80
Urban 3.95 4.00
Area (square kilometers) — 16,807
Revenues collected (billion
yuan) ¥4.75 ¥5.13
$3.07 $3.42
Budgeted expenditures
(billion yuan) — ¥1.49
— $0.99
Number of industrial
enterprises 3,738 —
State-owned 1,099 —
Collectively owned 2,639 —_
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imports. EQUIMPEX exported about
$6 million worth of machinery and
equipment in 1979,

The Shoudu (“capital”) Iron and
Steel Works is the backbone of Beijing's
metallurgical industry. Its 1978 pro-
duction of pig iron surpassed 2,32 mil-
lion tons, and raw steel production was
more than 1.3 million tons. This repre-
sented about 7 percent of national pig
iron output, and about 4 percent of
steel production.

Despite vegetable shortages last sum-
mer, compounded by this year’s
drought in surrounding areas, Bei-
jing's agriculture has been relatively
successful. Nearly self-sufhcient in
grain, vegetables, livestock, and poul-
try, the municipality’s 4.8 million rural
inhabitants export some specialty com-
modities like ducks, rabbits, and nuts.

Like Shanghai, Beijing’s increased
autonomy in foreign trade has encour-
aged a rapid growth in foreign com-
mercial relations. Exports rose by more
than one-third in both 1979 and 1980.

Beijing is home to more than 100
research institutes and some 20,000
workers engaged in scientific research.
The city allocated ¥ 233 million (3155
million in 1980 to support this work.
Almost 50 institutions of higher educa-
tion give instruction to more than
83,000 pupils, including nearly 4,000
graduate students.

Plans for 1981 include only a 3 per-
cent rise in Beljing's gross value of in-
dustrial output; heavy industry is to be
held at current levels while light indus-
try will grow at a rate of 8 to 10 percent.
Grain output is expected to fall slightly.
The city’s top priorities are Lo increase
the production and distribution of con-
sumer goods, clean up the environ-
ment, and improving tourist facilities
and cultural attractions. With the num-
ber of tourists visiting the capital ex-
pected to increase from 180,000 in
1980 to more than 600,000 by 1985,
Beijing has committed resources to the
construction of eight new hotels (see p.
16).

Percent Percentof Percent  Percent of
change  national change  national
1980/1979 total’ 1979 1980 1980/1979 total'
FOREIGN TRADE
Exports (million yuan) ¥647.68  ¥B889.1 37.3 3.3
$418.13  $592.7 41.75 —
9:¢ 1.7 "
13. : o Of which:
Garments ¥39.50 ¥150.00 280.0 —
$25.50  $100.00 292.0 -
10.0 4.6 Textiles — ¥150.00 — —
13.6 — $100.00 - —
Chemicals ¥80.55 ¥100.69 25.0 —
45 53 $52.00 $67.13 29.1 —
4.4 == Petrochemicals ¥49.60  ¥118.05  13B.0 —
_ _ $32.02  $78.70 146.0 —
19.7 39 Pharmaceuticals — :jg(})s — —
23.4 — - E - -
o = Machinery ¥18.26 - — e
$11.79 — — —
Cloisonné ¥12.39 — — —
32 0.8 $8.00 — — —
7.4 — Tourists 150,00 180,000 20.0 30.4
1. .
0 09 INDUSTRIAL PRODUCTION
1.0 0.6 (million metric tons unless
otherwise indicated)
1.3 31
Steel — — — 5.8
— 0.2
Pigiron 2.52 2.85 131 75
8.0 4.8 Electricity (billion kwh) 8.91 — — 3.0
11.
* Machine tools (units) — 4.5
— 1.3 CONSUMER GOODS
- o Cotton cloth (million square
meters) — — — 2.0
— 2.0 . fite
Woolen piece goods (million
- 1.3 meters) — 10 — 9.9
— 2.6 Carpets (square meters) 170,000 260,000 20.7 —
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1979
Wristwatches (million units) 1.29
TV sets (units) 250,420
Washing machines (units) 6,900
Sewing machines (units) 375,000
Furniture thousehold, million
pieces) 1.7
Arts and crafts (million yuan) ¥595
$384
AGRICULTURAL PRODUCTION
(metric tons unless
otherwise indicated)
Grain (million) 173
Milk 57,400
Eggs (sold to state, million) 22,325
Edible oil crops 25,500
Marketable vegetables
(million) 1.07
Pork (sold to the state, head) 110,000
Rabbits (million head) 318
Chestnuts 5,000
Walnuts 7,500
Almonds 500
Cultivated land (hectares) 95,000
CAPITALCONSTRUCTION
Total investment in capital
construction (billion yuan) ¥2.30
Total floor space completed
(million square meters)
Of which:
Residential housing 2.6
Investment in urban
construction (million yuan) ¥267.0
$172.4
Investment in rural
enterprise construction
(million yuan) ¥535.00
$345.38
Investment in agriculture
(million yuan) ¥86.07
$53.57
Road construction (million
square meters) 1.60
Pipeline construction
(kilometers) 190
TRANSPORTATION AND TRADE
Railway freight (million metric
tons) 34.85
Passengers (millions) 25.04
Highway freight (million
metric tons) =
Cab and subway passengers
(million) 47.85

Stock of:

Bicycles (million) —

Airtransportation

Total terminal floor space
(square meters) ==

Passengers per hour, peak
total —

1980
1.50

150,900
40,000
420,000

1.84

1.86
60,000
24,200
28,000

1.06
110,386

¥2.65

3.48

¥437.0
$291.3

¥615.00
$410.00

¥78.81
$52.54

32:5
25.0

42.98

3.0

60,000

1.500
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Percent
change
1980/1979

16.3
-39.7
480.0

12.0

7.4

4.5
8.4
9.8

-0.9
0.4

152

30.0

63.7
69.0

-6.74
= 1.60

Percent of
national
total’

6.8

6.1

5.5

0.6
5.3

4.7

2.4

Total value of retail sales
(billion yuan)

EMPLOYMENT AND WAGES

Total urban employees
(million persons)

Number of industrial
employees (million persons)

Of which:

Employees in state-owned
enterprises

Employees in collectively
owned enterprises

Old-age pensioners

WAGES

Average urban wages

Average peasant income?

GNP per capita

SCIENCEAND EDUCATION

Scientific and research
institutes

Total employees
Of which:
Scientific personnel

Municipal expenditures for
science, education, and
public health (million yuan)

Of which:

Education
Public health
Science

Institutions of higher learning

Number of students
enrolled

Number of graduate
students

Technical-industrial schools

Number of students
Middle schools

Number of students
Primary schools

Number of students
Nurseries

Children enrolled

HEALTH

Hospitals

Hospital beds
Number of doctors

Number of barefoot doctors

'Most recent year for which both national and local data were available.

1979

¥5.20
$3.36

2.95

1.258

0.9

0.358

¥1,920
$1,240

¥151
$96.84

¥2,026.0
$1,308.0

102
20,000

6,000

¥294.43
$190.08

¥177.03
$114.29

¥83.53
$53.92

¥5.27
$3.40

48
72,99

3,737

203
25,000
995
837,400
4,534
968,700
4,623
237,000

387
26,788
32,000
12,500

1980

¥6.24
$4.16

3.08

243,000

¥182
$121.34

¥323.84
$215.89

¥194.21
$129.47

¥90.63
$60.42

¥6.62
$4.41

83,000

30,605

‘Probably only income derived from collective activity.

Percent
change
1980/1979

20.0
23.8

4.44

14.2

Percent of
national
total’

2.9

7.6

2

10.3
35
1.0
1.4

0.7
0.7
2.7

0.6
1.4
8.1
0.8
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Shanghai is the most populous city in
the world, packing some 11.5 million
persons into less than 6,200 square
kilometers. With less than 2 percent of
the nation’s population and much less
than one percent of its area, however,
Shanghai produces more than 12 per-
cent of China’s industrial output value.
Moreover, the city is a center for both
heavy and light industry, producing
some 14 percent of the nation’s steel,
and 11.3 percent of overall heavy in-
dustrial output value in 1980.

Yetitisin lightindustry, and especial-
ly in the high-technology and consum-
er-goods sectors, that Shanghai makes
the most important contribution.
Though its overall share of light in-
dustrial output in 1980 was 14.1 per-
cent, Shanghai's factories produced
around 30 percent of China’s bicycles,
televisions, and wristwatches, and more
than 55 percent of its cameras.

The city's ratio of light-to-heavy in-
dustry in 1980 reached 52.6 percent,
up from 1979's figure of 49.9 percent.
As China undergoes the process of eco-
nomic readjustment, Shanghai can be
expected to continue its shift from
heavy to light industry. Thus, key areas
for development in the next few years
in Shanghai will be textiles, food pro-
cessing, consumer goods, electronics,
telecommunications, electric power
generation equipment, and building
materials.

Shanghai's industrial base and loca-
tion near the Yangzi River make the city
a prime site for foreign trade. About 23

1979 1980
KEY INDICATORS
Total gross industrial and
agricultural output value
(billion yuan, 1970 prices) ¥61.36 ¥65.10
$39.46 $43.40
Gross value of industrial
output (billion yuan, 1970
prices) ¥58.97 ¥62.60
$38.07 $41.73
Heavy industry ¥29.61 ¥29.70
$19.17 $19.83
Percent of total 50.1 47 .4
Light industry ¥29.40 ¥32.90
$18.98 $21.93
Percent of total 49.9 52.6
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SHANGHAI

percent of the nation’s exports are pro-
duced in the city, and in 1979 about 40
percent of China’s total foreign trade
passed through the port of Shanghai.
Almost 200,000 tourists visited the city
in 1979, increasing 50 percent in 1980
to 312,000.

Although designated as one of hve
areas with increased autonomy in for-
eign trade, Shanghai has been slow to
develop its foreign commercial rela-
tions. Administrative confusion and
policy shifts—often the fault of Beijing
planners—have slowed the develop-
ment of joint ventures and other busi-
ness arrangements with foreign firms.
Still, municipal authorities are keen on
obtaining equipment and technical
assistance that will support the de-
velopment of light industry and ex-
portable goods.

Shanghai's agricultural base is rel-
atively modest. ‘The city's rural popula-
tion of about 5.5 million produced a
gross value of agricultural output of
¥ 2.5 million in 1980, or about 1.5 per-
cent of the national total. In 1980, bad
weather contributed to a serious down-
turn in the city’s output of farm pro-
ducts, ranging from decreases of 15
percent for pork, and 17 percent for
vegetables (both products are largely
grown privately by citizens).

Rural incomes averaged ¥ 696 in
1979, of which ¥ 278 per capita was
derived form the collective economy.
This was not far trom the ¥752 per-
capita annual income of Shanghai’s
urban residents. However, while urban

wages rose in 1980 to an average
annual figure of ¥866.4, rural collec-
tive income remained at ¥ 278.

The home of China’s industrial rev-
olution, Shanghai was also at the center
of China's political upheavals during
the Cultural Revolution (1966-76).
Now the city seems to have settle down;
its 4.2 million workers continue to carry
on Shanghai's tradition as the nation’s
industrial pacesetter. Last year the ci-
ty's progressive enterprise manage-
ment policies were held up as a model
for all of China.

Historically, Shanghai's wealth and
productivity have been the mainstay of
the Chinese economy. The municipal-
ity continues to remit to the central gov-
ernment between 80 and 90 percent of
its total collected revenues. Despite its
largess to the rest of the nation, Shang-
hai manages to provide most of the
amenities of modern life, as well as the
highest standard of living in China—
equivalent to a per-capita GNP of
$1,590. Urban wages are some 20 per-
cent above the national average, and
rural incomes average about 325 per-
cent higher. Not surprisingly, the bank
accounts of Shanghai residents are
nearly seven times larger than an aver-
age citizen's savings.

Shanghai enjoys the added distinc-
tion of being one of China's centers of
education and research. It proudly
claims 250 research centers and a com-
munity of 330,000 scientists, engineers,
and technical personnel.

Percent Perc-em of Percent  Percentof
change  national change national
1980/1979  total' 1979 1980  1980/1979 total'
Value of industrial products
included in state plan ¥46.95 - —
6.1 9.8 $31.30 —_ —
10.0 = ,
Gross value of agricultural
output (billion yuan, 1970
prices) ¥2.35 ¥2.47 5.3 1.5
$1.52 $1.65 8.6 —
6.2 12.5 )
9.6 = Population (year-end, million) 11.32 11.46 1.2 1.7
0.3 11.3 Rural 5.71 5.45 —-4.6 0.6
3.3 —
Urban 5.91 6.01 1.7 4.7
' GNP per capita ¥2,463 - - 528.5
$1,590 — — —
11.9 141
15.5 - State-local revenue sharing
(percent)? 11.2 —
5.4 — Area (square kilometers) 6,185 — — 0.001
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Percent  Percentof Percent Percent of
change national change national
1979 1980  1980/1979  total’ 1979 1980  1980/1979 total'
Cit 145 Negl
B c8 Plate glass (standard panes) 1.33 1.658 24.6 5.98
S 5 6,040 — Neg| 3
bt €8 Sulphuric acid (thousand tons) 363.6 388 6.7 5.1
Total savings deposits of " ;
municipal residents (billion Caustic soda (thousand tons) 2323 240 3.3 12.5
yuan) ¥2.49 ¥3.02 21.5 7.6 Chemical fertilizer (thousand
$1.61 $2.00 24.8 - tons) 158.6 164 3.4 1.3
Number of industrial B ~ Chemical insecticides
enterprises 8,000 7,000 12.5 (thousand tons) 25.4 24 -5.5 4.47
State-owned 3,400 = 4.0 Ethylene (thousand tons) 135.9 136 0.1 27.8
Collectively owned 4,600 — 4.6 Plastics (thousand tons) 140.9 146 3.6 16.3
FOREIGN TRADE Chemical pharmaceuticals
(thousand tons) 6.6 6.182 —6.1 15.42
Exports via the port of
Shanghai (billion yuan) ¥8.81 - — 41.6 Calcium carbide (thousand
$5.69 - tons) 68.8 74.7 8.6 4.9
Exports (of goods made in Synthetic rubber (thousand
Shanghai, billion yuan) ¥5.70 ¥6.36 16 23.4 tons) 12.3 13 5.6
$3.68 $4.24 15:4 Rubber tires (million) 1.73 1.749 1.3 15:3
Imports (billion yuan) *;;g:} B 39.9 Motor vehicles (units) 10,783 14,675 36.1 6.6
M i S 5 S i &
Toliists 195,000 312,000 60.0 57 8 achine tools (units) 15,621 16,949 8.5 12.6
Mining equipment {tons) 26,100 20,900 -23.3 12.8
INDUSTRIAL PRODUCTION )
(million metric tons unless Power generating equipment
otherwise indicated) (thousand kwh) 1,260 582 -53.4 13.9
Steel 4.94 5.216 5.6 14.05 Tractors (units) 14,800 14,377 -2.9 14.7
Rolled steel 3.97 4.126 3.8 1.1 Internal combustion engines
(million hp) 3.53 4.155 17.6 16.4
Electricity (billion kwh) 20.54 20.64 0.5 6.9 . .
Steel for civilian ships
Coke (machine made) 2.06 2.258 9.4 6.6 (thousand tons) 155.6 172.6 10.9 21.0
Cement 1.81 1.867 2.9 2.3 Diesel engines (units) 9,018 1,121 233
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The China Business Review/July—August 1981

B
N=]

Artwork by John Yanson



Percent Percent of Percent Percent of
change national change national
1979 1980 1980/1979 total' 1979 1980 1980/1979 total'

CONSUMER GOODS Volume of railway freight
(million units unless (billion ton-km) 8.42 8.71 3.5 1.5
otherwise indicated)
Volume of waterway cargo
Bicycles 3.42 3.76 101 28.9 (billion ton-km) 129.82  139.17 P 27.5
TV sets (units) 514,012 752,000  46.3 30.2 Passenger transport by
. ) railroads (million passenger-
5 2
Cameras (units) 156,800 207,000 32.0 55.5 - 14.70 16.92 151 -
Wiristwatches 7.02 8.2 16.8 37.0
Total value of retail sales
Electric fans (units) 400,000 500,000 25.0 — (billion yuan) 7.33 8.7 15.7 4.1
Transistor radios 2.914 3,794 30.2 12.6 Total output of industries run
o by suburban counties,
Cigarettes (thousand cases) 847 823 28 5.4 communes, towns, and
Detergents (thousand tons) 63.8 67 5.0 17.0 farms (billion yuan) ::g . = 6.1
Sewing machines 2,134 2.265 6.1 295
EMPLO NTAND WAGE
Light bulbs 135 130 31 13.7 YME GES
A R — Number of industrial
“hine- ran .
empl (mill s) 4.2 — 4.2
paperboard (thousand tons) 286.6 296 3.5 5.5 PoyeesimEIon perons
. Ofwhich:
Textiles
Employees in state-owned
Value of output (billion :
terprises 33 - — 4
yuan) ¥11.73 ¥13.10 n.7 . enierp '
$7.57 $8.73 5 — Employees in collectively
ned ent ise 0.9 — s 4.0
Profit delivered to the state owned enlerprises
(billion yuan) ¥2:3 ¥2.77 15.6 — Average urban wage 765.4 ¥866.4 1342 —
$1.54 $1.85 20.1 — $494.1 $577.6 16.9 —
Number of workers — 450,000 — - Average wage ofurb_an
workers and staff in
Chemical fibers (thousand mt) 136.2 152 11.6 338 state-owned enterprises ¥812 ¥912 12.3 1136
; : $524 $608 16.0 —
Synthetic fibers 109.2 123 12.6 39,2
) ) Average rural wage Y696 - — —
Cotton yarn 358.0 382 6.7 13.0 $449 _ _ N
Cotton cloth (billion meters) 1.54 1.62 5.5 120 Total wage bill (billion yuan) 3.26 3.8 16.4 49
Woolens (million meters) 29.0 30.42 5.0 301 Peasant per-capita income
silk textiles (million meters) 1012 109.95 8.6 145 derived from collectives ¥278 ¥278 0.0 3236
$179 $185 3.4 -
Knitting wool (thousand tons) 11.262 13.345 18.5 —
SCIENCEAND EDUCATION
AGRICULTURAL PRODUCTION Total number of research
(thousand metric tons) personnel, technicians, and
o ] professors 276,000 330,000 19.6 6.2
Grain 240.35 186.9 -22.2 Negl.
. . . Universities and institutions of
Cotton 88.77 76.0 -14.4 2.8 higher education 27 - == 43
Rapeseed 119.42 96.0 -19.6 4.0 Number of graduate students 2,363 2,696 14.1 =
Marketable vegetables Number of full-time
(million mt) 135 1125 -17.0 — undergraduate students 67,404 73,400 8.9 6.4
Cultivated land (hectares) 360,000 — — 0.3 Middle schools 1,140 — — 1.2
Eggs (metric tons) - 180.0 =~ = Number of students 800,000 — 1.4
Pork (metric tons) 196,600 168,000 -14.9 1.5 Number of primary school
Aquatic products (metric tons) 213,500 205,000 -4.0 4.6 students 900,000 = == 0.6
Of which: Number of nursery school
students 268,450 - — 3.0
Freshwater products (metric )
tons) 18,756 19,000 13 =5 Number of books in Shanghai
Public Library imillions) 6.2 — — —
CAPITAL CONSTRUCTION HEALTH
Total investment in capital Hospitals 394 = — =
construction (billion yuan) ¥3.18 ¥3.9 22.6 7.2 .
$2.05 $2.6 26.8 o Number of hospital beds 47,383 49,000 33 25
Total floor space completed: Population per bed 239 234 o o
Of which- Factory clinics 3,500 — — —
Factory (square meters) — 500,000 - —_ Commune clinics 201 o o 0.4
Residential (million square Neighborhood clinics 1,300 —_ — =
meters) 2.160 3.043 40.9 = Health care workers 88,454 94,100 6 34
TRANSPORTATION AND TRADE Barefoot doctors 9.500 = = 0.6
Port handling capacity 'Most recent year for which both national and local data are available.
(million tons) 83.5 84.71 1.4 28.0 *pPercent of total state revenues collected in municipality retained by municipality.
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Tianjin, with 7.8 million people in-
habiting an area of 11,475 square kilo-
meters, is China's third most populous
municipality. Unlike Beijing and
Shanghai, however, Tianjin is almost
exclusively an industrial and commer-
cial center, offering a much less varied
cultural life. Heavily damaged by the
1976 earthquake, Tianjin has rebuilt
more than 70 percent of its destroyed
buildings, which partly explains the ci-
ty's annual increase of industrial out-
put of about 10 percent.

Like the other two cities, Tianjin has
a relatively diversified industrial base.
In 1978 light industry accounted f{or
almost half of industrial output value,
climbing to 53 percent in 1980. Of
Tianjin’s 2.2 million workers, almost
1.5 million hold industrial jobs.

Heavy industry in Tianjin consists
primarily of iron and steel, motor vehi-
cles, and heavy machinery. Elevators
made in Tianjin, for example, are used
all over China, and are even exported.
Much of Tianjin’s heavy industry sup-

i

TIANJIN

ports the nearby Tangshan coal mines
and Shengli and Dagang oilfields. In

turn, these oilfields supply a number of

Tianjin’s major chemical and phar-
maceutical centers.

Tianjin is a production center for in-
struments, electronic equipment, pa-
per, and foodstuffs. Its carpets are one
of the city's most famous products; out-
put in 1980 was more than half a mil-
lion square meters. In additon, agri-
culture in Tianjin supports a large
food-processing industry.

In line with current policies to in-
crease the production of consumer
goods, Tianjin’s output of cotton rose
by two-thirds in 1980, and oil-bearing
crops jumped by about one-third.
Tianjin also maintains substantial dairy
and fruit industries.

Economic activity centers around
Tianjin's busy port, which is second
only to Shanghai's in the volume of car-
go handled. Exports worth more than
$1.5 billion passed through the city in
1980—$650 million of it produced by

Tianjin itself. The port contains 22
berths and can handle ships of up to
10,000 dwt. City authorities plan to in-
crease the number of berths to 57, and
the port’s cargo-handling capacity
from 12 million to 25 million tons
annually by 1985,

Plans for the future of Tianjin's
economy involve shifting the ratio of
light to heavy industry from roughly
50-50 to 70-30 by 1985. Industrial ex-
pansion will be concentrated in the
energy, electric power, communica-
tions, and construction industries.
Foreign assistance and funding are
being sought in the areas of petrochem-
ical products, food processing, electrical
equipment, textiles, instruments, sew-
ing machines, and internal combustion
engines. After discussions with for-
cigners on more than 25 major projects,
Tianjin has signed some 10 contracts
for compensation trade, and four joint
venture and co-production contracts.
Foreign loans have been used to de-
velop 121 additional projects.

1979 1980
KEY INDICATORS
Total gross industrial and
agricultural output value
tbillionyuan, 1970 prices) ¥18.80 ¥20.83
§12.14 $13.89
Gross value of industrial
output (billion yuan, 1970
prices) ¥17.50  ¥19.37
$11.30 $12.91
Of which:
Heavy industry ¥8.86 ¥9.09
$5.72 $6.06
Percent of total 50.6 46.9
Light industry ¥8.64 ¥10.28
$5.58 $6.85
Percent of total 49.4 53.1
Gross value of agricultural
output (billion yuan, 1970
prices) ¥1.35 ¥1.46
$0.87 $2.62
Municipal revenue (million) ¥3.62 ¥3.93
$2.34 $2.62
Area (square kilometers) 11,475
State-local revenue sharing
(percent)’ — 31.2
Population (year-end, million) 7.458 7.789

Urban
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Percent  Percent of Percent  Percentof
change  national change national
1980/1979  total’ 1979 1980  1980/1979  total’
Rural - - - 0.5
Number of industrial
enterprises 4,000 - — 2.2
10.8 3 Of which:
ra6 - State-owned 1,200 - — 1.4
Collectively owned 2,800 — — 2.8
10.7 1.9 Number of state farms - — 0.7
14.2 —
FOREIGN TRADE
Total value of exports via the
2.6 3.4 portof Tianjin (billion yuan) ¥1.89 ¥2.31 222 8.5
5.9 = $1.22 $1.54 26.2 —
= Exports of goods produced in
Tianjin (million yuan) ¥751.30 ¥975.0 29.8 3.6
19.0 4.4 §485.02  $650.0 34.0 -
22.6 —
Ofwhich:
Cereals and edible oil ¥82.07 ¥120.48 46.8 —
$52.98 $80.32 51.6 :
8.1 0.9 Foodstuffs ¥157.15  ¥214.60 36.5 —
1.7 - $101.45  $143.07 41.0 =
8.6 . Textiles ¥422.28  ¥443.28 5.0 -
1.9 _ $272.61  $295.52 8.4 -
- 0.12 Native products ¥203.10  ¥196.75 3.1 —
$131.12 $131.107 0.0 —
e - Arts and crafts ¥111.39  ¥129.01 15.8 —_
$71.91 $86.01 19.6 -
4.4 0.79
Animal products ¥258.36  ¥260.19 0.7
— 2.6 $166.79 $173.46 4.0 —
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Carpets

Lightindustrial products

Metals and minerals

Machinery

Machinery equipment

Port cargo volume (million
tons)

Tourists

Tourist revenue (millions)

INDUSTRIAL PRODUCTION
Electricity (billion kwh)

Circuit diagram boards
(million units)

Chemical fertilizers (metric
tons)’

Tractors (umits)

CONSUMER GOODS
(million units unless
otherwise indicated)

Bicycles
Wristwatches

TV sets

Sewing machines
Radio sets
Glassware
Enamelware

Carpets (square meters)

1979

¥78.89
$50.93

¥159.38
$102.89

¥130.64
$84.34

¥50.17
$32.39

¥70.85
$45.74

12.70
17,700

¥5.50
$3.55

5.64

4.0

53,122
8,111

2.46
1.64
74,000
325,000
60.0
18.0
446,300

AGRICULTURAL PRODUCTIONS

(million metric tons unless
otherwise indicated)

Grain
Cotton (thousand tons)
Oil-bearing crops

Marketed vegetables

CAPITAL CONSTRUCTION

Total investment in capital
construction (billion yuan)

Total floorspace completed
(million square meters)

Ofwhich:
Residential
Commercial

Annual increase in production
capacity

Additional pipelines (km)
Additional roads (km)
Number of new cargo berths
DOMESTIC TRADE
Total retail sales (billion yuan)

Value of transactions at village
fairs (million yuan)

52

1.385

13,305
1.27

¥1.88
$1.21

2.06

¥3.80
$2.45

¥33.86
$21.86

1980

¥93.06
$62.04

¥222.39
$148.26

¥207.85
$138.57

¥87.46
$58.31

¥92.35
$61.57

11.91

6.4

8.0

57,000
8,500

2.85
1.85
180,000
370,000
825,000

580,190

1.34

18,188

2.0
0.4

38
18

¥3.47
$2.31

¥66.70
$44.47

Percent
change
1980/1979

17.9
21.8

42.0
44.1

59.1
64.3

74.3
80.0

30.3
34.6

-6.2

15.2

100.0

7.3
4.8

15.9
12.8
143.2
13.7

30.0

-3.2
66.6
36.7

=29

97.0
103.4

Percent of
national
total’

67.4

6.0
2.0
0.9

2.2

0.5
8.6

21.9
8.3
J:d
4.82
2.7

0.4

0.2

Retail volume of restaurants
and service trades (billion
yuan)

EMPLOYMENT

Industrial employees (million
persons)

Ofwhich:

Workers and staff in
state-owned units

Workers and staff in
collectively owned units

Service, communications,
commercial, educational,
and cultural workers

Average worker income from
rural collectives

Average worker income from
state-owned enterprises

Total savings deposits (million
yuan)

SCIENCEAND EDUCATION

Number of scientific and
research institutes

Number of employees
Of which:
Researchers

Engineering and technical
personnel

Agricultural technicians

Public health technical
personnel

Scientific, industrial,
medical, and agricultural
specialists

Institutions of higher
education

Number of students
enrolled

Number of graduate
students

Technical schools
Number of students

Middle schools
Number of students

Primary schools

Number of students

HEALTH

Hospitals

Hospital beds
Neighborhood clinics
Neighborhood medics

Factory health stations

1979

¥3.19
$2.06

1:17

810,000

360,000

¥145.0
$93.6

¥780
$504

¥523.0
$337.6

120
119,400

7,700

53,700
2,000

30,000

26,000

22,400

450

m
24,000
1,054
645,000
3,370
800,000

327
17,900
390
2,500
2,800

Exchange rate, yuan per USdollar  1.549

1980

¥3.68
$2.45

650,000

840,000

1.500

Percent Percent of
change  national
1980/1979  total'
15.4 -
18.9 —
239 1.4
— 1.0
80.6 2.7
—_ 110.6
— 1.9
— 2.5
— 2.2

IMast recent year for which both national and local data are available.
Percentage of total state revenues collected in municipality retained by

municipality.

iCalculated on the basis of 100 percent effectiveness.

SOURCE: National Council provincial files
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[ etter from
Beyjing

Opening Your Resident Office

ix months after promulgating reg-

ulations governing the registra-

tion of resident offices of toreign
enterprises, China has more than 200
such ofhces. The lion’s share of those
registered with the State General
Administration of Industry and Com-
merce (GAIC) are Japanese firms, with
barely a tenth of the total accounted for
by American corporations (see box).
Nearly all of the offices are in Beijing.

The regulations, issued October 30,
1980, require registration by all foreign
enterprises that carry on “business ac-
tivities in the nature of a resident
ofhce”

Though the exact meaning of the
regulations has been sketchy up to now,
it recently became apparent not only
that registration will confer certain
privileges on firms doing business in
China, but that failure to register may
resultin certain penalties. Tighter con-
trol and increased coordination on the
part of various organs of the Chinese
government will almost certainly cir-
cumscribe the activities of nonregis-
tered businesses.

According to the regulations, an en-
terprise maintaining an ofhice in China
must apply toits host organization for a
certificate of approval. A few foreign
firms without business ties to the hosts
have had difhculty persuading those
host organizations to assist them with
the necessary procedures. The GAIC
has intervened on behalf of these firms
in a few cases, but it generally prefers
the matter to be worked out between
the parties.

Once obtained, a certificate of
approval must be submitted within 30
days to the GAIC, together with sup-
porting documents such as a certificate
of incorporation, a financial statement,
information concerning the identity
and authority of the resident repre-
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Scott D. Seligman

sentative, and a fee of ¥ 600 ($345 at
current exchange rates). The GAIC's
policy is to process applications as they
are received, though some firms have
reported delays of up to a month or
two. Nearly all companies that have re-
ceived certficates of approval and filed
the appropriate forms have ultimately
received final approval. The GAIC is
not a rubber-stamp operation; howev-
er, it occasionally rejects applications
supported by all the required docu-
ments, including certihicates of approv-
al from Chinese hosts.

Of considerable concern are recent
reports that no new applications are
being approved by the GAIC, due to a
severe shortage of both commercial
and residential space here in the capital
city. The GAIC has neither confirmed
nor denied these reports.

Registration entitles companies to
certain benefits. It allows a firm to im-
port an automobile for its own use
(though the import tax of 40 percent of
purchase price discourages this), and to
bring in large pieces of ofhce equip-
ment (assessed at varying customs
rales); company representatives may
import one duty-free shipment of per-
sonal belongings.

Permanent representatives may ap-
ply for long-ter.n residence certificates,
which obviate the need for visas and
visa extensions during their stay in Chi-
na. The GAIC recently announced that
permanent representatives of reg-
istered enterprises will now be entitled
to multiple exit and reentry permits.
The Beijing Public Security Bureau
confirms that representatives of reg-
istered enterprises wishing to travel
within China may now apply directly to
them for travel permits, without first
obtaining approval from their host
organization.

The provisional regulations also

make a new pledge to resident com-
panies, to protect “the legitimate rights
and interests of resident representative
offices and their normal business activ-
ities.” This may not amount to a com-
prehensive bill of rights, but it is at the
very least an acknowledgment of some
responsibility on China’s part toward
foreign firms.

“In general” says the Beijing resi-
dent vice-president of a US hrm cur-
rently seeking registration, “you feel
much more secure if you're registered.”

There is good reason to believe that it
will become harder for nonregistered
firms with ofhces in China to continue
to function here. Warnings, fines, and
even criminal penalties can be levied on
foreign firms that violate the regula-
tions, though no such measures have
been taken to date. The Beijing Cus-
toms Bureau has indicated that in the
future nonregistered firms will not be
allowed to import ofhce equipment at
all, nor will their representauves be
permitted to bring in large shipments
of personal belongings. Most signi-
ficantly, failure to comply with the reg-
ulations may result in loss of accom-
modations. Representative offices may
be required to enter into long-term
contracts with hotels or local organiza-
tions that rent them commercial space;
these organizations may be forbidden
to deal with nonregistered firms. Until
now the fragmentation of the Chinese
bureaucracy has created a fairly loose
system that permits foreign firms to
deal separately with various depart-
ments. Increased coordination
threatens to tighten up the system con-
siderably.

Many firms have been hesitant to
register in China for fear of making
themselves liable to Chinese corporate
taxes. Some current tax legislation dat-
ing from the 1950s can be read as ap-
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plying to foreign corporations operat-
ing in China, though there is little in-
dication the Chinese plan to enforce it.
Itis far more likely that a new tax gov-
erning foreign enterpnises (other than
joint ventures, regulated under ex-
isting law) will be levied; such a law is
already being drafted, according to an
intormed source. Sull, the GAIC denies
that there are any immediate plans to
levy such a tax, noting that such a law
would be equally applicable to reg-
istered and nonregistered firms.

If the way Beijing tax authorities
have administered the recently prom-
ulgated personal income tax is any
guide, registration is likely to be viewed
as ol secondary importance. Liability
for individual income tax in the recent
past has been interpreted primarily as a
function of time spent in China, with
relatively little reference to the ques-
tion of registration. Though the GAIC
has shared its records with tax author-
ities, the two bodies have essenually
acted independently unul now. It is
probably fair to say that the tax bureau
has taken as little interest in the reg-
istration status of foreign firms as the
GAIC has taken in their tax liability.

The regulations do not clearly define
“business activities in the nature of a
resident oflice”” The vagueness is un-
doubtedly deliberate, since it allows the
Chinese to interpret the law to their

advantage on a case-by-case basis. Most
categories of foreign enterprises have
been welcomed, though the Chinese
have decided, at least for the moment,
to exclude law firms. Numerous law
firms have long-term resident repre-
sentatives in China, but in every case
instructing Chinese ofhcials 1s con-
sidered their raison d’étre. The Chinese
are of course aware that the attornevs
also provide services to their foreign
clients, but these activities are neither
officially sanctioned nor proscribed.

The key criterion in determining
whether a firm needs to register seems
to be length of stay. According to the
GAIC, hrms renting accommodations
for periods of six months or more are
required under the law to register,
whether or not they employ long-term
resident staff in China. For those with-
out long-term accommodations, reg-
istration is not required.

In general, it is probably in the best
interest of all irms maintaining resi-
dent othces here at least to attempt to
secure registration. Those companies
debating whether the regulations cover
them should consult their host organi-
zations. The strongest argument for
registration is that operating in China
will probably become increasingly daf-
ficult for nonregistered resident com-
panies.

—May 20, 1981

American International Group

American Technology Corpora-
tion

Ampex World Operations, China
Trade Division

Arco, Inc.

Bank of America

Bechtel International Services

Carvax Corporation

Chase Manhattan Bank, N.A.

China Business Consultants, Inc.

Continental Corporation

Coopers and Lybrand

Dravo China, Inc.

Ernst and Whinney

E & S Pacific Corporation

First National Bank of Chicago

General Electric Company

Kamsky Associates, Inc. (KISCO)

24 US Firms With Registered
Representative Offices in China
As of June 1

Mobil Exploration Orient, Ltd.

Nauonal Council tor US-China
Trade

Occidental Petroleum

Pan American World Airways,
Inc.

Parker Drilling Company

Phillipp Brothers

US-China Business Association,
Inc.

NOTE: National Council mem-
bers can obtain a list of non-US
foreign registered representative
offices in China by contacting The
CBR.

SOURCE: The General Adminis-
tration of Industry and Com-
merce, Beijing.
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RMB:DOLLAR RATES
RMB/ US¢/
US$ RMB

May 14

Bid 1.7889 ' 57.6070

Offer 1.7273  57.8938

Median 1.7316  57.7501
May21

Bid 1.7272  57.8972

Offer 1.7186  58.1869

Median 1.7229  58.0417
May22

Bid 1.742%  57.5822

Offer 1.7341  57.6668

Median 1.7384  57.5242
May27

Bid 1.7480  57.2082

Offer 1.739% . 8574977

Median 1.7436  57.3526
June2

Bid 1.7567  56.9249

Offer 1.7479  57.2115

Median 1.7528  57.0679
Junes

Bid 1.7813  56.1388

Offer 1.77256  56.4175

Median 1.7769  56.2778
June 10

Bid 1.7742  56.3634

Offer 1.7654  56.6444

Median 1.7698  56.5036
Junei2

Bid 1.7813  56.1388

Offer 1.7725  56.4175

Median 1.7769  56.2778
June 15

Bid 1.7724  56.4207

Offer 1.7636  56.7022

Median 1.7680  56.5611
June 16

Bid 17512 . BYA0BT

Offer 1.7424  57.3921

Median 1.7468  57.2475
June 19

Bid 1.7599  56.8214

Offer L1511 - 57.1070

Median 1.7555  56.9638
June 23

Bid 1.7511  57.1070

Offer 1.7423  57.3954

Median 1.7467  57.2508
SOURCE: Standard Chartered Bank,
Lid., New York.
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The Offshore-Oil Race

ARCO and Santa Fe lead the competition, but most operators are holding back

xcitement and anticipation have

been building within many

American oil companies’ head-
quarters since the June 4 announce-
ment that two American companies—
Atlantic Richfield and Santa Fe Inter-
national—signed a contract with the
China National Oil and Gas Explora-
tion and Development Corporation
(CNOGEDC). The production-sharing
contract, granting ARCO and Santa Fe
oil rights for 25 years, and in some cir-
cumstances 35 years, calls for the ex-
ploration and development of a 3,500-
square-mile section of the Yinggehai
Basin south of the Hainan Island in the
South China Sea. Drilling should begin
by late fall.

In concluding the agreement, which
took three vears to negotiate, ARCO be-
came the first US oil company to sign an
exclusive contract with the People’s Re-
public since its establishment in 1949,

The CNOGEDC conhrmed to the
Council's Beijing ofhce that the ARCO
contract has not vet been approved by
“higher authorities,” meaning the State
Council. No further details will be re-
leased until the contract is approved.

The final stages of ARCO’s negotia-
tons were watched closely by other
firms jockeving for position on China’s
continental shelf. Besides ARCO’s sec-
tion, other areas of the South China Sea
(including the Pearl River) and the
Gulf of Tonkin have been divided
among hve additional US companies,
or operators, for conducting seismic
surveys.

Operating from north to south are
Phillips, Chevron/Texaco, Exxon, Mo-
bil, and Amoco (see The CBR map, July—
Aug. 1979, p. 62). Some 15 other US
companies are participants, including
Allied Chemical's Union Texas Asia
Offshore, Cities Service, Conoco, Getty
Oil, Hunt-Sedco, Pecten, Murphy Oil,
Natomas, Occidental, Pennzoil, Shell,
Sunmark, Superior Oil, Texas Eastern,
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until China explains the rules

Stephanie R. Green

and Umion Oil of California. American
companies are also participating in the
BP and Elf/Total survey areas.

Altogether 46 companies are in-
volved in offshore Chinese ventures.
Many are participating in more than
one area—30 in the Gulf of Tonkin
(Amoco block), 31 in the Pearl River, 34
in the BP area, and 32 in the Elf/ Total
area.

Contracts by Early 1983?

All of these hrms were stymied in the
six months before the ARCO announce-
ment. Turmoil at the top of the political
hierarchy resulted in the axing of the
PRC’s petroleum minister Song Zhen-
ming, which led to six months of fac-
tional disputes until his successor Kang
Shien was ;ij)pninled in March. (Kangs
regarded as a supporter of cooperation
with US companies.) In the meantime
the CNOGEDC, overwhelmed with an
extraordinary volume of seismic data
to interpret, proceeded steadily, but
slowly, with its work.

ARCO was negotiating actively unuil
last September, when it hit some snags
and headed home. The company was
not invited to return until April. Atthat
time the invitation to return to Beijing
was “seen as a bellwether by the rest of
us,” said Tom Meurer, vice-president of
administration at Hunt-Sedco.

But how fast can events move? And
in which direction?

There is some possibility that ARCO’s
contract will be used as the basis for
negotiations with the other US oil com-
panies competing in China’s offshore
areas. If thisis the case, manv oil execu-
tives are worried that ARCO may have
agreed to terms they would be unwill-
ing to accept. The Chinese may agree,
however, that ARCO's contract, as an
exclusive document, does not apply to
the other South China Sea operators,
Negotiations might then proceed more
quickly, since the Chinese would then

be free to concentrate on other con-
tracts.

“We have not been privy to the details
of ARCO’s negotiations,” commented
Yeow Ming Choo, International Attor-
ney at Amoco. “We also don’t know the
contents of the contract, which is out-
side the bidding process for the rest of
us anywav. So we are not prepared to
comment further”

Despite the successtul conclusion of
the ARCO contract, and some degree of
renewed optimism, most industry
sources conjectured that bidding for
the South China Sea, which already was
delayed from May to late fall, probably
would be held up until the first or
second quarter of 1982, Few industry
observers believe that the Chinese can
adhere to their announced target date
of November. Referring to the ARCO
contract, one oilman said cautiously,
“The Chinese may be further along
than I had thought. Maybe they can
meet their schedule on time or just a
little behind. But I really don’t know.”

Nor is it known which survey area
will be opened first for bidding. “1
would be very surprised if the Yellow
Sea gets higher priority than the Pearl
River,” one oil executive remarked.
Another noted, however, that the
Chinese might want to shoot the Yellow
Sea block first in order to learn from
the experience, and avoid making mis-
takes in the South China Sea block. EIf
Aquitaine was asked to begin bidding
on the Yellow Sea block in December.

Once bidding 1s out of the way, con-
tracts may be finalized and signed with-
in a year, or by early 1983. Some ex-
perts believe that commercial produc-
ton still could begin by the current
target period of 1985—86.

Selecting the Right Contract
Clauses

China has tried to compress into only
three vears the preliminary study and
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operations that have taken other de-
veloping countries as long as 30 years.
Some company executives, while
chahing at the general slow progress,
have nevertheless expressed admira-
tion for the way the Chinese have tack-
led such a mammoth operation. Other
executives simply have shaken their
heads in frustration, notng that they
could be enticed away from laborious
efforts in China, should another poten-
tally prohitable discovery be made in
another part of the world.

From late 1980 to early 1981, hirms
paraded into Beijing to present seismic
reports on single blocks, and then un-
ithed seismic reports on all areas. For
the latter reports, the Chinese mvited
only the block operators and other
selected firms including Hunt-Sedco
and Occidental, for a total of 16 com-
panies. These reports were completed
mn early July.

At the same time seismic reports
were being submitted, companies were
making an extraordinary effort to edu-
cate the Chinese about the intricacies of
offshore petroleum contracts. A large
number of US hrms provided the
CNOGEDC with model contracts, many
of which were translated into Chinese.
These were basic legal primers that
presented the clauses US companies
felt should be included in final con-
tracts. In additon, whole model tax
laws were provided. Almost all of the
major oil companies have taken full
complements of attorneys, including
tax lawyers, to Beijing to instruct the
Chinese.

In March, four oil company chair-
men traveled to Beijing to assess the
situation. Amoco’s John E. Swearingen
met with Vice-Premier Yu Qiuli, head
of the State Energy Commission; Ex-
xon's Clifton C. Garvin met with Yu
Qiuli and Yao Yilin, chief of the State
Planning Commission. In addition,
William C. Douce of Phillips, and
James M. Voss of Caltex, participated
in the March delegation of the National
Council for US-China Trade’s Board of
Directors to Beijing.

The Remaining Steps

‘Two major steps are necessary betore
US companies will feel comfortable
about concluding negotiations: the
Chinese must draft laws on petroleum
resources and on taxes. In addition, the
Chinese themselves feel it is necessary
to draft a model contract based on what
they have learned from other oil-
producers like the Norwegians and In-
donesians, as well as from discussions
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with US o1l companies. To attain the
force of law the model contract must be
approved by the State Council. the
PRC’s highest admjnistrative body.

The petroleum resources law must
contain certain clauses to gain the
acceptance of US negotators. [t must
ensure the protection of investments,
and a reasonable return on investment.
It must spell out the rights and obliga-
tions of each side, ensure that the oil
discovered may be exported, and state
the obligations of operators, among
other stipulations.

A model contract had not vet been
finalized as of May, according to the
CNOGEDC. Some sources report,
however, that a draft model contract is
already being reviewed by the Import-
Export Commission, China's highest
toreign trade planning body just below
the State Council. The model contract
must conform to the petroleum re-
sources law, and will be a starting point
for further negotiations between the
CNOGEDC and foreign companies.

According to US industry sources,
the Chinese have developed a 10-
month schedule from bidding through
contract conclusion. First they will send
out bidding notices, allowing com-
panies one month to respond. Those
indicating interest will be mailed bid-
ding documents, including China's
petroleum resource regulations, in-
come tax law, model contract, bidding-
fee invoice, maps, and other materials.
Fees must be paid within one month.

Next, firms will have three months to
review the documents and submit bids.
The Chinese will spend two months
evaluating the bids, and then will invite
successful candidates for negouatons.
Contracts should be concluded within
three months.

This schedule assumes that the
petroleum law, tax law, and model con-
tract will be completed by the time of
bidding. The draft tax law reportedly
will be completed in early August, after
which it will be reviewed by interna-
tonal tax specialists.

In a related eftort, the Chinese are
negotiating with a group of US and
foreign petroleum-service companies
on service joint ventures for offshore
development. At least one oil company
wondered, “What will this cost usz”
Another said, “We will accept Chinese
equipment and services as long as they
are definitely of quality comparable to
that offered by other sources.”

Other problems ahead for US com-
panies:

Tax creditability. Perhaps the single
most ticklish problem is whether or not
the Chinese will design a national tax
code permitting US oil companies’
taxes to be creditable tor US income tax
purposes. A number of executives teel
it would be impossible to go ahead in
China if the Chinese tax code did not
allow for US income tax creditability.

While many experts believe the
Chinese joint venture tax is creditable,
the oil companies are concerned the
Chinese might decide to impose a new
and potentially higher tax on oil in-
come. Such a tax, claims one interna-
tional tax expert, may not meet US
creditability standards. Under recent
IRS credit regulations, China can
obtain the total revenue cut that it
wants through a production-sharing
split, as it did with ARCO. By setting its
share of production at the required
level and allowing US companies’ in-
come tax liabilities to be satishied out of
the government’s share of production,
the PRC could still accomplish its aims.
Thus, China need not exact a high tax,
which might not be creditable, to meet
its revenue objectives.,

In late May, China's Ministry of Fi-
nance sent to the US a tax and account-
ing delegation that included ofhcials
working on the petroleum taxation
issue. The Chinese met with the assis-
tant treasury secretary for tax policy,
John Chapoton, and IRS Commission-
er Roscoe Eggers, to obtain a clearer
understanding of the ramifications in-
volved inthe tax creditability issue. The
results of the meeting are not known.
IRS procedures require that any oil
company seeking an IRS opinion as to
the creditability of Chinese tax propos-
als must formally request an IRS rul-
ing. This process may take some time.

The director of the tax bureau of the
Ministry of Finance, Liu Zhicheng, im-
plied in a New York seminar in June
that bidding could go ahead even with-
out finalization of the tax issue. He
noted, “We'll try to have the tax codes in
place by the time of bidding.”

The fact that ARCO went ahead with
its contract prior to the publication of
the tax code implies that the Chinese
gave assurances the code will allow cre-
ditability. Although this should relieve
other companies’ worries, ARCO’s con-
tract may contain a release clause if the
PRC does not mold its law to the re-
quirements of US tax regulations.

Terms of the contract. “"T'hings are in
disarray,” said one company spokes-
person. The Chinese just haven't made
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up their minds yet.” 1t is probable that
the Chinese will incorporate the most
attractive terms of model contract
forms from Indonesia, Brazil, Kuwait,
Norwav, and other countries. The con-
tract terms in dispute:

P Length of exploration and drilling
phases. Many standard international
contracts generally allow for a 30-year
period that includes 10 vears of ex-
ploration and 20 vears of production
before the venture is turned over to the
host country. The Chinese are eager
for development and want to compress
this period into five years of explora-
tion and 15 years of production.

P Pricing of crude. Noted one execu-
tive, “T'he crude must be priced at some
acceptable world standard.”

W Financing of the Chinese part of the
arrangement. Companies are concerned
about where the Chinese will find the
funds to meet their share of production
costs. It is highly unlikely that such
funding could be provided by the
World Bank, since the bank already has
given priority to a number of other in-
dustrial sectors.

Conflicting organizational claims.
According to one industry observer,
the CNOGEDC does not have authority
from the State Council to conduct
offshore development and export
crude oil. A feud between the Ministry
of Petroleum and the Ministry of Geol-
ogy has been continuing on many
fronts. The Ministry of Geology tech-
nically retains rights to offshore ex-
ploration. The role of the Ministry of
Foreign Trade is still unclear, a matter
of considerable concern to oil com-
panies who hope that China’s future
exports of offshore crude will bypass
China’s cumbersome foreign trade
apparatus.

Bureaucratism. The ponderousness
of the bureaucracy is perhaps the most
difficult aspect for Chinese and Amer-
ican negotiators alike. “The regrettable
thing,” Caltex Chairman James M. Voss
noted at the National Council’s June 4
annual meeting, “is that because of the
slow-moving bureaucracy, we simply
can't get to the bargaining table. The
Chinese are sull analyzing data and
learning.”

“Every time we go to China, more
organizations seem to be involved.”
commented another executive, who
also made the suggestion that the
Chinese could simplify and speed up
the process by establishing a consoli-

dated group to act together in making:

decisions.
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One executive observed that the
French at one point had 23 people in-
side China negouating with different
organizations over a nine-month
period.

Forced marriages? What will hap-
penafter the Chinese complete analysis
of all unified seismic reports? Will the
16 firms which gave the unihed reports
be treated the same? Will present block
operators receive preference Most
people think the latter will be the case.
Yet the major companies are worried
the Chinese will give all 46 companies a
place in the eventual scheme. The com-
panies fear that “forced marriages,” in
which block operators will be forced 1o
cooperate with other hrms, will dimin-
ish profit returns.

On the other hand, smaller com-
panies want the Chinese to insist on
some type of partnership, which would
give them a better competitive position
against the larger companies.

Limited trained personnel. “They
have paper lining the walls, the desks,
everywhere,” observed one Beijing
company representative recently back
from the Beijing othce where Chinese
technicians were analvzing seismic data
submitted by foreign companies.

With only a limited corps of trained
manpower, the CNOGEDC has been
grappling with an immense quantity of
seismic information. The enormous-
ness of the task has led to a slowdown in
the ability of the CNOGEDC to respond
more quickly in general contract nego-
tiations.

All in all, however, the Chinese are
still giving priority to the petroleum
sector, which should lead to eventual
fruits for US oil firms. Perhaps the
general feeling is best expressed in the
words of one executive, “We wouldn't
be playing the game unless we thought
there was something to play with.”

Stephanie R. Green s director of the
National Council’s Department of Pro-
grams and Government Relations. She
accompanted frve petrolewm engimeering
delegations to China between 1977 and
1980, wisiting the Daqing, Shengli, and
Bohai oilfields, as well as the Wetyuan gas
field in Sichuan Province.

* *

Natwonal Council members interested in
further details may contact the author.

Offshore oil is needed
to replace China’s static
onshore production.
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Interview with Xue Mugiao

hana’s top aduvisor to the State Plan-
ning Commission, and director of

the commission’s Economic Re-
search Institute, was recently interviewed by
Zhang Hua of the Xinhua News Agency for
exclusive publication in The CBR. The
views of Xue Mugiao, aleading champion of
Deng Xiaoping's economic reforms:

Xinhua: Does the present economic
readjustment mean that China has
failed to decentralize her economy?
Xue: China has gained good results
over the past two vears and the eco-
nomic reform has not failed. The cur-
rent readjustment is made necessary by
the large scope of capital construction
which has caused an industrial imbal-
ance

Our error was being overanxious for
success in the past 20 years and more.
Nor did we make a full estimate of the
damage done to our economy in the
Cultural Revolution [1966-76).

In December 1978, the third plenary
session of the Central Committee of the
Chinese Communist Party put forward
the policy of readjustment, restructur-
ing, consolidation, and improvement,
with the accent on readjustment.
However, many officials at central and
local levels failed to understand the
policy and did not implement it
effectively.

The general scope ot capital con-
struction still went beyond China's
financial power, and we imported far
too much equipment from abroad.

Add to this the pay increases given to
workers and the better prices paid to
peasants for farm products, the resul-
tant surge in spending, excessive
issuance of paper money, and the prices
of too few consumer goods chasing the
extra money supply, and you can see
some of the problems we face.

But the readjustment does not indi-
cate failure in decentralizing the eco-
nomic system. It is meant to create the
necessary conditions for further re-
forms, like shifting priorities from
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heavy industry to agriculture and light
industry.

Xinhua: How many years will the read-

Jjustment last?

Xue: Three years or longer—possibly
five years.

Xinhua: Is it possible that the economic
management system will go back to the
old path of centralism?

Xue: No, it is impossible. In the light of
the experience in the past 30 years, we
can see that a socialist country must
keep a tight control over macro-
economic activities, with special refer-
ence to the scope of capital construc-
tion. All socialist countries can easily
commit the error of being too eager to
accelerate the development of produc-
tion, carrying out capital construction
on too large a scale.

For this they have to cut down on
expenditures for raising living stan-

dards. It they try to improve the liveli-
hood of the people at the same time,
they must increase public spending:
and this, together with reinvestment
funds, will total more than the national
revenue.

This is naturally followed by a dehcit,
inflation, and imbalance in the national
economy.

So the scope of capital construction
must be limited, and the extent to
which the people’s living standards are
raised must also be controlled.

After they got more independence
under the plan of decentralization, the
localities and enterprises had more
money in their hands. This should have
been a good thing. Localities could have
used it to develop agricultural produc-
tion, build municipal projects, and build
projects for economic construction
based on local conditions and needs.

But, over the past two years, owing to
lack of experience and ignorance of the

€€ Marxism holds that socialism must be founded on the
basis of a highly developed capitalist economy. A highly de-
veloped caputalism first of all means a highly developed
commodity economy, on the basis of which develops large-

scale social production.

Soctalism has to be bwilt on the foundation of social-
wzed large-scale production. At present the commodity econ-
omy has not yet developed fully in the countryside and the
socialized large-scale production has not developed fully in
the cities in China. Therefore, we shall actually go against
Marxism if we do not make efforts to develop the commodity
economy and socialized large-scale production.9?
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overall national situation, local ofhcials
and factory managers did notspend the
money wisely. On the contrary, they
built many redundant projects.

Take textiles for instance. The very
large textile mills in Shanghai, Beijing,
Tianjin, and Qingdao are short of raw
materials, while more than 100 small
mills have sprung up in cotton-growing
regions throughout the country.

There is a similar problem in the
cigarette industry. Many small cigarette
factories have been built in tobacco-
growing regions, while large cigarette
factories are in want of tobacco. The
production of high-grade products has
dropped, while small factories and
plants turn outinferior products at high
cost.

As many as 1,000 new electric fan,
refrigerator, and washing machine
plants have sprung up like mushrooms
in the past year or so, but most of their
products cannot hnd a market. This is

Xue Mugiao
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ceased and purged officials. In a
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also a big waste. This state of affairs
must be corrected.

Therefore, the State Council has de-
cided to enforce a high degree of cen-
tralism in the period of readjustment.
Construction of all new large- and
medium-sized factories must be
approved by the State Capital Con-
struction Commission.

Factories producing poor-quality

products, or with high costs, high ener-
gy consumption, and heavy losses must
all be closed down or merged with other
factories.
Xinhua: If some of the factories are
closed down, what will the workers do?
Xue: All the factories that are likely to
be closed down are small ones, and most
of them can be merged with big factor-
ies. Before these factories are merged
or handled otherwise, their workers will
receive the same wages and be helped 1o
organize themselves in vocational study
or take partin the construction of pub-
lic facilities.

If some workers from the country-
side volunteer to go back to their home
villages, they can draw redundancy pay
or a percentage of their wages to help
them resettle in their home villages and
do farm work. When needed, they can
be recruited again.

Xinhua: What positive results has the
reform produced? Are there any prob-
lems?

Xue: The key link in the reform of the
€conomic system is giving enterprises
greater independence in their manage-
ment. Workers in Sichuan Province say
that since the enterprises got greater
independence, the directors of the fac-
tories have shown greater initiative.
The factory directors were not stupid,
but when the enterprises did everything
strictly according to the state plan—pro-
duction, handing over their products
and profits—the directors or managers
did not need to use their brains. Even if
they did, it was useless.

Now that they have more power in
making decisions, they have to try o

outlines the basic concepts of techno-
economics and analyzes their implica-
tions for political and administrative
authorities in China. The Chinese Soci-

improve the quality of their products,
reduce the costs, and pay attention to
market demands if they hope to in-
crease the prohts of their enterprises.
Therefore, market study, managerial
improvement, and technical innovations
become indispensable to giving their
pi'()(lll([ﬁ d C(Jﬂ]p(‘lili\'(’ (’(_[gt_’.

There has been a marked rise in labor
productivity since enterprises were
given greater independence in manage-
ment. In 1980, greater decisionmaking
power was given to 6,600 factories
accounting for 16 percent of the state
industrial enterprises. And these factor-
ies accounted for 60 percent of the total
industrial output value and 70 percent
of the total industrial profits. This
means that almost all the major indus-
trial enterprises have been given grea-
ter decisionmaking power. The rest will
not pe given greater independence for
the time being. Those that have been
losing money all along will be closed
down or merged with other enterprises
or their production suspended.
pended.

Xinhua: Will the awarding of bonuses
create a new, high-salary stratum?
Xue: Excessive and indiscriminate dis-
tribution of bonuses must not be
allowed. However, the egalitarian
tendency was very strong in the past.
For instance, masters and apprentices
received the same pay in some factories.
At present, it is reasonable to widen a
little the difference in income but only
to a certain extent.

Xinhua: Why is it necessary to reform
prices?

Xue: Today the prices of many com-
modities here are very unfair. Farm
produce and minerals, for instance, be-
long to this category. Because produc-
tion of these things is very much in-
Aueaced by natural conditions, usually
the more they are produced, the more
they cost.

The processing industry is just the
opposite. We haven’t made timely read-
justments, with the result that raw mate-
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j;lson H. Parker. New York: Social Sci-
ence Research Council (605 Third Ave-
nue, 10158), 1980. 175 pp. Single
copies available at no charge. In De-
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rials cost a lot but sell at a low price,
whereas the finished articles cost little
to make but sell at a high price.

As the prices have been unfair for so
many years, there is a serious supply-
demand discrepancy. However, a dras-

cember 1979, 13 social scientists and
humanists visited China to learn the
state of and plans for scholarly research
in the social sciences and humanities
and to explore avenues of collaboration
and exchange. Separate discussions of
each subject area generally include a
state of research report and lists of
Chinese research institutes and schol-
Aars.

EDUCATION

Higher Education in the People’s Republic
of China: Report of the Stanford University
Delegation, May 22—fune 11, 1980,
edited by Thomas Fingar. Stanford:
Northeast Asia-United States Forum
on International Policy, Stanford Uni-
versity, November 1980. 129 pp. $6.50
plus $1 postage. The delegation trip
report focuses on higher education but
also provides an overview of education
in China. The organization, personnel,
funding, and selection procedures of
colleges and universities are described,
and university-based research is dis-
cussed. Two chapters on lecturing in
China will be especially useful 10 ex-
change scholars. Appendices provide
information on several institutions, a

much paper money in the past two
vears. So prices are not stable. That is
why the State Council has issued a direc-
tive to tighten control on prices. But this
is a temporary phenomenon. By the
time the budget is in the black and cur-

list of national key universities and col-
leges, key military institutions, selected
student programs, and relevant regula-
tons.

HEALTH

Rural Health in the People’s Republic of
China. US Department of Health and
Human Service, Public Health Ser-
vices, National Institutes of Health,
November 1980. NIH Publication No.
81-2124. 207 pp. $5.50. Available from
the Superintendent of Documents, US
Government Printing Office, Washing-
ton, DC 20402. Prepayment is re-
quired. In 1978 the Rural Health Sys-
tems Delegation visited China, spon-
sored by the Committee on Scholarly
Communication with the People’s Re-
public of China and hosted by the
Chinese Medical Association. The dele-
gation report provides a very useful
overview of rural health care in China.
Members of the delegation report on
disease patterns, medical care financ-
ing, ambulatory and hospital care,
barefoot doctors, traditional medicine,
training of nurses and doctors, preven-
tive care, birth control, diffusion of in-
novations, and mental illness. Appen-

the state-owned economy. This will be
useful to the state and the people. Such
private enterprises have only limited
scope for development since the state-
owned economy is in a predominant
position.

dices illustrate a variety of health care
forms. Indexed.

Proceedings, US-China Pharmacology
Symposium, National Academy of Sci-
ences, Washington, DC, October 29-31,
1979. Washington, DC: Committee on
Scholarly Communication with the
People’s Republic of China, 1980. 354
pp. Available trom the National
Academy Press, 2101 Constitution
Ave., NW, Washington, DC 20418 for
$1.65 postage and handling. The US-
China Pharmacology Symposium was
the first bilateral scientific symposium
to be held in the United States. The
proceedings contain five plenary lec-
tures in which Chinese and American
pharmacologists present findings in
important areas of research, and pap-
ers and abstracts of papers presented at
workshops on natural products, cancer
chemotherapy, neuropharmacology,
drug development, analytical tech-
niques, and drug receptors. x

Books and business guides submatted for
possible review in The China Business
Review should be sent to the National
Couneil’s book editor, Marianna Graham.
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Official PRC
Statistics

KEY INDICATORS

GNP (billion yuan, current
prices)

Total gross industrial and
agricultural output value
(billion yuan, 1970 prices)

Gross value of industrial
output (billion yuan, 1970
prices)

Of which
Heavy industry

Light industry

Gross value of agricultural
output (billion yuan, 1970
prices)’

National income (hillion
yuan, current prices)*

Profitability (percent of
state-owned enterprises run
atvarying degrees of loss

Population (year end, million)
Of which:
Urban

Rural
Overall retail prices
FOREIGN TRADE (billion yuan)

Total trade (fob/cif)
Exports (fob)
Imports (cif)

Trade balance (exports minus
imports)

Tourist revenues (million yuan)

Total number of foreign visitors
(million persons)

1979

¥391.38
$252.67

¥617.5
$398.6

¥459.1
$296.4

¥261.1
$168.6

¥198.0
$127.8

¥158.4
$102.3

¥335.0
$216.3

]
]
~

970.9

[t

128.16
842.76

¥45.5
$29.4
¥21.20
$13.69

¥24.30
$15.69

—¥3.10
-$2.00

¥697.0

$450.0

4.2

Percent
change

8.5'
17.8

29.6
40.7

54.0
66.9

121.0

1980

¥424.1
$282.7

¥661.9
$441.3

¥499 2
$332.8

¥264.8
$176.5

¥234.4
$156.3

¥162.7
$108.5

¥363.0
$242.0

233
982.55

¥56.3
$37.5

¥27.2
$18.1

¥29.1
$19.4

-¥1.9
-$1.3

¥920.0
$613.3

5.7

Percent
change

VIS

w

6.0

23.6
27.6

287
32.2

19.2
23.6

35.6

INDUSTRIAL PRODUCTION (million metric tons unless otherwise indicated)

Steel
Rolled steel

Pigiron

34.48
24.97
36.73

8.5
13.1
5.6
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3712
27.16
38.02

7.7
8.8
35

Coke, machine-made
Coal
Crude oil

Natural gas (billion cubic
meters)

Electricity (billion kwh)
Timber (million cubic meters)
Cement

Plate glass (million standard
cases)

Sulfuric acid

Soda ash

Caustic soda

Ethylene (thousand mt)
Plastics (thousand mt)

Chemical pharmaceuticals
(thousand mt)

Calcium carbide

Outer rubber tires (million
units)

EQUIPMENT

Power generating equipment
(million kw)

Machine tools (thousand units)

Motor vehicles (thousand
units)

Internal combustion engines
sold outside state plan
(million hp)

Locomotives (units)

Railway passenger coaches
(units)

Railway freight wagons (units)

Steel ships, civilian (thousand
tons, probably dwt)

Mining equipment (thousand
mt)

33.54 3.6
635.0 2.8
106.15 2.0

14.51 5.7
281.95 9.9

54 .39 5.4

739 13.3

23.3 16.3

7.0 5.9
1.486 1.8
1.826 1.3
435.0 14.5
793.0 16.8
41.7 2.5
1.407 13.7
11.69 24.9
6.212 28.4

140.0 23.5
186.0 24.8

29.08 3.2
573 10.0
856.0 9.2

16.042 -5.4
809.0 -6.0
264.2 —

34.05
620.0
105.95

14.27
300.6

53.59

79.86

N
~
~

=~
L=a
e

1.613

1.923
490.0
898.0

401
1.52

11.46

4.193
134.0

2220

25.39

512

1,002
10,571

818.0

163.0

CONSUMER GOODS (million units unless otherwise indicated)

Bicycles

Sewing machines
Wristwatches

TV sets (thousand units)
Radio sets

Cameras (thousand units)

10.09 18.1
5.87 20.8
17.07 26.4
1,329.0 157.1
13.81 18.2
238.0 33.0

13.02
7.68
22.16
2.492
30.04
373.0

18.9

-3.8
8.0

-2.0

-12.7

-10.6

17.1
-34.1

-38.3

29.0
30.8
29.8
87.5
117.5
56.7
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Lightbulbs
Chemical fibers (thousand mt)
Cotton yarn (million tons)

Cotton cloth
Of which

billion linear meters
billion square meters

Woolen piece goods (million
meters)

Silk (thousand mit)
Silk textiles (million meters)
Gunnysacks

Machine-made paper and
paperboard (million tons)

Detergents (thousand mt)
Sugar

Salt

Cigarettes (million cases)

Beer (thousand tons)

850.0
326.0

11.43

90.17
29.749

663.45

343.92

4.93
397 0

2.5
14.77
13.02
516.13

1.8
14.4
10.5

10.2

1.5
0.2
8.7

950.0
450.0
293

13.47
12.80

101.0

35.4
759.0
433.0

5.35
393.0

2.57

17.28
15.2
688.0

1.8
38.0
11.4

10.9
12.0

12.2
19.2
14.5
25.9

8.5
-1.0
2.8
17.0
16.7
333

AGRICULTURAL PRODUCTION (million metric tons unless otherwise indicated)

Grain
Of which:
Paddy rice
Wheat
Tubers’
Soybeans
Cotton
Oil-bearing crops
Ofwhich:
Peanuts
Rapeseed
Sesame (thousand mt)
Sugar cane
Beet root
Jute, ambary hemp

Silkworm cocoons (thousand
mt)

Tea (thousand mt)

Reforestation (million
hectares)

Aquatic products

Total output of pork, beef, and
mutton

Of which:
Pork
Beef (thousand mt)
Mutton (thousand mt)
Milk
Sheep wool (thousand mt)

Hogs slaughtered (million
head)

AGRICULTURAL INPUTS

Chemical fertilizer
production”’

Of which:
Nitrogenous fertilizer

Phosphate fertilizer

64

332:115

2.822
2.402
417.0
21.508
3.106
1.089

271.0
277.0

4.489
4.305

10.624

10.0
22991
380.0

1.07
153.0

187.72

10.654

8.8
1.817

9.0

18.7
28.6
29.5
19
15.0
0.1

18.9
3.4

-0.2
=75

226

15.5
759

318.22

139.255
54.155
27.845

7.88
2.707
7.691

36
2.384

259.0
22.807
6.305
1.098

326.0
304.0

4.552
4.497

12.055

11.341
269.0
445.0

1.141
176.0

198.607

12,32

9.99
2:31

-4.2

27.6
-0.7
—37.9
6.0
103.0
0.8

133
17.0

6.6
15.0

5.8

13:3
26.9

Potash fertilizer (thousand
mt}

Chemical fertilizer
application’

Average application of
chemicalfertilizer per
hectare of farmland (kg)*

Chemical insecticides
(thousand mt)

Tractors (thousand units)
Hand tractors (thousand units)

Electricity consumed in rural
areas (billion kwh)

Application of chemical
fertilizer per hectare of
farmland (kilos, calculated
on the basis of 100 percent
effectiveness)

Machine-ploughed farmland
(percent of total farmland)

AGRICULTURAL CAPITAL

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

Stock of hand tractors (million
units)

Stock of power-driven
drainage and irrigation
machines for rural use
(million hp)

Stock of hogs (yearend,
million head)

Stock of large animals (million
head)

Stock of sheep and goats
(million head)

Farm trucks (thousand units,
38,000 more thanin 1979)

Diesel and electric pump wells
Iyearend, million units)

CAPITALCONSTRUCTION

Total investment in capital
construction by
state-owned units (billion
yuan)

Ofwhich:

National budget

Budgets of provinces and
localities

Investment by type of activity
(percent of total):

Production-oriented
projects

Non-production projects'”
Of which:

Housing construction
Light industry

Other

Total fixed assets of capital
construction units (billion
yuan)

Proportion of total fixed assets
of capital construction units
inworking order (percent)

16.0

10.850

109.0

537.0
126.0
318.0

109.0

42.4

667.0

1.671

71.23

319.705

94.591

183,142

97.0

¥50.00
$32.28

¥39.50
$25.50

¥10.50
$6.78

73.0
27.0

14.8

6.4
58

¥41.80
$26.99

82.9

0.8
10.5

-1.9

19.7

21.7

8.6

6.1

0.7

7.8

4.4
13.3

0.0

25.0
35.9

20.0

12.694

127.8

537.0
98.0
218.0

745.0

1.874

74.654

+305.431

95.246

187.311

135.0

2.09

¥53.9
$35.9

¥28.1
$18.7

¥25.8
$17.2

66.3
33.7

20.0

9.1
4.6

¥42.7
$28.5

79.2

0.0
=22.2
-31.4

4.8

-4.5

0.7

——
SN ]

-28.9
-26.7

145.7
153.7

~9:2
24.8

35.1
42.2
-20.7

o
(= 0

-4.5
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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.

\
O
-
Q
Jp
=
\Y
O
O
=
O
{ @
—
O
pe
L
O




Residential building (million
square meters) '’

Ofwhich:

Housing for industrial
workers and staff

EMPLOYMENT AND WAGES

Workers and staff (year-end
national total, million
persons)

Otwhich:

Workers and stalf in
state-owned units

Waorkers and staff in urban
collectively owned units

Individual businesses

Commune per capita cash
income dernved from
collective economy (yuan)

Total wage bill (billion yuan)

Ofwhich

Total wages of workers and
staff in state-owned units

Total wages of workers and
staff in urban collectively
owned units

Average wage of workers and
staff (yuan) in:

State-owned units

Collectively owned units

Savings deposits of urban and
rural population (billion
yuan)

TRANSPORTATION AND COMMUNICATIONS

Total freight volume (billion
metric ton-kilometers
unless otherwise indicated)

Ofwhich:

Railway

Waterway

Highway

Air(million metric ton-km)

Oil and gas carried through
pipelines

Maijor seaports (million mt)

Passenger transport (billion
passenger-km)

Ofwhich
Railway
Highway
Waterway
Air

Total value of posts and
telecommunications
(billion yuan)

Of which:
Long-distance calls
Letters

Telegrams

66

120.0

62.56

99 .67

76.93

22.74

0.310

¥83.40
$53.84

Yb4.7
$41.77

¥53.00
$34.22

¥11:7

$7.55

¥705 .00
$455.13

¥514 50
$332.15

Y28,

1
$18.1

Wk

1,138.8

55848

196 .98

121.4
60.3
114

¥1.255
$0.810

33.0

66.0

4.9

11.0

13.0
22.7

18.9

5.4
14.4

4.8
20.8

N
~
o

10.8
6.0

11.3
15.7
13.3
25.3

=il
o N

10.8
8.6
5.9

145.0

104 44

80.19

24,25

0.810

¥85.9
$57.3
¥77.30
$51.53

¥62.
341

-]

¥14.
$9.

wn

~

¥803.0
$535.3

¥634.0
$416.0

¥39.9
$26.6

,202.6

76.4

140.6

491
217.31

138.3
72.9
12.9

4.0

¥1.334
$0.889

20.8

31.6

4.8

6.6
161.3

5.6

2.1
10.7
2.6

13.9

3.2

2.2

15.8

13.7
20.9
13.2
14.3

DOMESTIC TRADE

Total value of commodities
purchased by commercial
departments (billion yuan)

Of which:

Manutactured goods
Farm and sideline produce

Total value of retail sales
(billion yuan)

Ofwhich

Retail sales by peasants to
non-agricultural
population

SCIENCEAND EDUCATION

Total number of scientists and
technicians working in
state-owned units (million)

Institutions of higher learning

Students in institutions of
higher learning (thousand)

New enrollment in institutions
of higher learning
(thousand)

Students in TV colleges
(thousand)

Students in factory-run and
spare-time colleges
{thousand)

Students in secondary
technical schools
(thousand)

Middle school students
(million)

Primary school pupils imillion)

Kindergarten children
(million)

Students sent abroad for study

CULTURE
Cultural centers

Film projection units
(thousand)

Art troupes
Public libraries
Museums
Radio stations

Radio transmitting and relay
stations

TV stations

TV transmitting and relay
stations

Circulation of national and
provincial newspapers
(billion copies per year)

Magazine circulation (billion
copies per year)

Books published (billion
copies)

HEALTH

Hospital beds (million)

Protessional medical workers
(million)

¥199.24
$128.62

¥140.56
$90.74

¥58.68
$317.88

¥180.00
$116.20

4.705

633

1,020.0

275.0

280.0

580.0

,199.0

58 82
146.63

8.79

1,762

2,892

122.0

3,482
1,651

99

38

13.08

4.07

1.932

2.642

8.3
5.9

19.2

3116

5.8

4.9

=9.8
0.3

7.1

10.9
12.3
31.4

6.5

18.8

19.6

55.3

-4.5

4.1

~
(%)

¥226.3
$150.9

¥156.76
$104.51

67.7

45.1

¥214.00
$142.67

1,144.0

281.0

324.0

1,243.0

55,081
146.27

11.51

2,124

2,912

125.0
3,533
1,732

365

106

484
38

14.04

LW NN
- ND

18.9"
22.8

12.6
66.4

12.2

[
(¥}

6.4
0.3

30.9
20.5

6.9

2.5
1.5
4.9

s |

0.0

~
o

=51

2:6

5:9
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Of which (thousand)

Doctors of traditional
Chinese medicine 258.0 %) 262.0 1.6

Senior doctors of Western

medicine 393.0 12.3 447.0 13.7
Junior doctors of Western

medicine 135.0 1.6 4440 2.1
Nurses 421.0 466.0 10.7
Exchange rate, yuan per US
dollar 1.549 1.500

Original plan target was 7.0 percent in 1979 and 3.9 1n 1980

Original plan target was 5 4 percentin 1980

'GVAO includes the output value of farm products, forestry, animal husbandry
sideline occupations. fisheries, and the output of brigade-run industries

‘Original plantargetwas4.4in 1979 and - 0.6:1n 1980

'‘National income includes tive components calculated on a net basis to eliminate
double counting: industry, agriculture, construction,
communication/transportation, and commerce

"Percentincrease is 6.9 percent if national income is calculated on the basis of
constant 1970 prices

Five kg of tubers isequivalent to one kg of grain

"Outputof freshwater products increased 11.1 percent, marine products 2.1
percent

‘Chemical fertilizer statistics calculated on the basis of 100 percent effectiveness
""Such as parks, hospitals, and other public facilities

Includes new housing built with central and local government investment funds
Home construction by communes and other collective units is presumably
excluded

‘The increase inretail sales was only 12.2 percent if inflation is taken into
account
SOURCE: State Statistical Bureau, Communiqué on the Fulfillment of the 1980
National Economic Plan, issued by Xinhua on April 29, 1981. Official 1977-78
statistics appear in the July—Aug. 1979 CBR, pp. 42-45, and May—June 1980 CBR,
pp. 54-56

Table prepared by Anne K. Thornton

The China Business Review Index 1974-1979

and Microfiche

® Research the economy and trade of the People’s Republic

of China effectively, comprehensively, from a single source.

® This one-volume index and microfiche package traces China’s
major economic, industrial, and trade developments over the past
decade, and puts that information at your fingertips. Included are
33,000 entries, with 800 main subject headings, more than 500 compa-
nies and organizations, and 140 countries and regions doing business

with the PRC.

® The 24x diazo microfiche set provides 2,500 pages of The China
Business Review, plus its two supplements, Sales to China and Negotia-
tions for Sales, 1978, and China World Survey, 1979.

® The index can help you identify specific sales opportunities
and market trends in the China field; investigate various types of
business deals—such as joint ventures and compensation trade; re-
view financial, legal, and scientific developments; and much more.

Yes, 1 would like to order:

package.

Name:

Address:

copies of The China Business Review Index 1974-1979 and Microfiche, at $160.00 per

— copies of The China Business Review Index 1974-1979 only, at $150.00 each.
copies of The China Business Review Microfiche only, at $90.00 each.

Check enclosed [

Please bill me O

Company:

Publications Sales (T)
Suite 350
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Return to; The National Council for US-China Trade
1050 17th Street, NW
Washington, DC 20036
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CHINA BUSINESS

Catherine Yelloz
Assistant Librarian

The following tables contain recent press reports of business arrangements exclusive of those listed in previous issues. The
total-value figures for China’s exports and imports distinguish between sales (which press reports indicate are definite) and
negotiations (which are deals still under discussion). Joint ventures, licensing arrangements, and other forms of business
arrangements are included if classified as such in Chinese and foreign media reports, The accuracy of these reports is not

independently confirmed by The CBR.

National Council members can contact the library (202-828-8376) to obtain a copy of news sources and other available
background information concerning the business arrangements appearing below. Moreover, member firms whose sales and
other business arrangements with China do not normally appear in press reports may have them published in The CBR by

sending the information to the attention of Catherine Yelloz.

B 4p|  EXPORTS TO CHINA: 1981 SALES AND NEGOTIATIONS THROUGH MAY 31st

B %

Company/Country

Agricultural Commodities
(US)

(Morocco)

(us)

Agricultural Technology

Agricultural Commuttee of
Canada-China Trade Council
(Canada)

Chemicals

ENI
(Italy)

Superfos
(Denmark)

Avon Products Inc.
(Us)

Construction Materials and Plants

Claudius Peters
(US)

Electronics

Paul Yang & Associates, Inc.
(US)

70

Product/Plant/Technology

100 million board-feet logs

700 tons of cotton for 1980

China has purchased an additional 50,000 metric tons of
corn, 7,500 metric tons of wheat, and 5,000 metric tons of
soybean oil, and has reduced its commitments for cotton
by 1,000 running bales

QOrganization of a model farm in Heilongjiang

Supply of plastics, acrylic fiber, and polyester during the
first half of 1981

100,000 metric tons of fertilizer

Agreement to manufacture and market a facial moisturizer
in cooperation with the China National Import-Export
Service Corporation for Light Industry

Silo facilities, loadout equipment, and a bagging plantfora
4,200-tpd cement plant

a) Magna-Tech Equipment for Re-Recording Studio.
Enduser: Emei Film Studio, Chengdu

b) Magna-Tech Equipment for Re-Recording Studio.
Enduser: Xian Film Studio, Xian

¢) Hollywood Film Company Total Immersion
Bi-Directional Panel Printer. Enduser: August First Film
Studio, Beijing

Value

NVG

NVG

NVG

$28 million
$22.6million

(Dkr150 million)

NVG

$154,201

$138,008

$145,657

Status
Date Announced

Purchase Contracted
2/81

Exported
3/81

Announced
3/25/81

Agreement Reached
5/20/81

Contract Signed
3/25/81

Order Received
3/25/81

Agreement Reached
5/6/81

Ordered
2/81

Contract Signed
11/21/80

Contract Signed
11/21/80

Contract Signed
11/24/80
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David Jamison Carlyle Corp.
(US)

LM Ericsson
(Sweden)

Trane Co.
(US)

Burroughs
(US)

Sangamo Co.
(Us)

Whitehall Corp.
(US)

Food Processing and Packing

(Australia)

Metal Box Engineering
(UK)

Flour Mills

(Hong Kong)

and Khong Guan Group
(Singapore)

Machinery

Vibranetics Inc.
(Us)

British American Tobacco
(UK)

Towler Hydraulics Ltd.
(UK)

Newman Electric Grinders; ABC

Diamond Tools, Ltd.; and ).
Collyer Engineering, Ltd.
(UK)

Japan Leasing Corp.
(Japan)

and Japan Leasing Ltd.
(Hong Kong)

Machine Tools

H. W. Ward and Co.
(UK)

Petroleum and Natural Gas

Tosco Corp.
(Us)

d) Hollywood Film Company Total Immersion
Bi-Directional Panel Printer. Enduser: Central Newsreel
Film Studio, Beijing

e) Magna-Tech MD4036 16/35mm Optical and Magnetic
Reproducer

Computers and peripherals

Adigital telephone exchange to be installed in Beijing

Will furnish technology for Trane air-conditioning products
and compressors to be produced at two air-conditioning
plants in Shanghai

Will provide a computer system to China’s Jiao Tong
University (Shanghai)

Cooperation with Hangzhou Instruments Plant in the
production of single-phase watt hour meters

A marine seismic system to INSTRIMPEX to be used in
offshore geophysical exploration

Will design and construct aslaughter plant at Guangdong

Canning machinery

Will set up the first biscuit plant

Asand and gravel business in China, with two 7-foot
vibrating feeders

A Molins Mark 9.5 cigarette maker, a P.A. 8.5 filter
attachment, an Oscar reservoir unit, and a Molins HLP4
packer for a factory constructed by Beijing Light Industrial
Bureau

Advanced hydraulic equipment including high-
pressure pumps, valves, and a manifold station

Lens-grinding machines

Contractto lease equipment imported to China from Japan;
the companies also will train Chinese personnel in leasing
skills

19 machine tools, including 7D **Perlector’” turret lathes
with a 133-mm spindle bore and 3DB capstan lathes

Has agreed to help China develop its oil shale deposits

The China Business Review/July—August 1981

$145,657

$11,860

$1.5 million

NVG

NVG

Free

NVG

NVG

NVG

NVG

NVG

NVG

NVG

$111,470
(£50,000)

$891,760
(£400,000)

NVG

$1.1 million
(£500,000)

NVG

Contract Signed
11/24/80

Contract Signed
1/13/81

Contract Announced
3/10/81

Order Received
4/11/81

Agreement Signed
4/23/81

Agreement Signed
5/81

Contract Signed
5/81

Sale Announced
5/27/81

Announced
3/81

Contract Signed
3/11/81

Contract Signed
5/19/81

Supplied
2/81

Shipped
4/81

Will Supply
4/21/81

Order Won
4/22/81

Contract Signed
5/81

Supplied
4/18/81

Agreement Announced

3/23/81



McEvoy Oilfield Equipment
(UK)

Nippon Steel
(Japan)

Shipping
American Bureau of Shipping
(us)

Jeuro Container Transport Inc.

(Japan)

Dravo Corp.
(Us)

US Petroleum and Mining
Industrial Group, Perry

OceanographicsInc., Subsea

Systems, Inc. and Klein
Associates Inc.
(US)

Hitachi Shipbuilding and
Engineering Co.
(Japan)

Steel Plants and Equipment

Georg Fisher
(Switzerland)

Textile Plants and Equipment

Gunze Sangyo Co. and Mitsui
and Co.
(Japan)

William Tatham
(UK)

Tourism

Laticréte International
(France)

Transportation

Wilco Inc.
(Us)

Mitsui Warehouse Co.
(Japan)

Agusta
(Italy)

Miscellaneous

TDlI International Holdings Pty.,

Ltd.
(Australia)

W. H. Smith Advertising Ltd.
(UK)
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Two complete wellheads and *’Christmas tree”’ valve
assemblies

An offshore production platform for the Japan-China Oil
Development Corporation

Agreement signed with the Register of Shipping for

reciprocal performance of classification and other services,

such as assigning load lines

Agreement to help China carry out its internal and external
container transport

Contract with the Changjiang Shipping Administration to
provide training for the operation of new pushboats

Possibility of technical cooperation and co-production for
deep-water diving apparatus

Four diesel engines to be installed in bulk carriers

Complete molding and forging equipment to a new steel
foundry for casting bulldozer components

Underwear manufacturing factory in Shandong

Wool-carding machines

High-strength mortar additives to be used in connection
with the facility’s exterior surfaces (the Fragrant Blossom
Hyatt House)

Aircraft refueling equipment, including four 10,000-gallon
aircraft refuelers, four 10,000-gallon pull trailers, and four
hydrant servicers

Agreement with China Foreign Trade Transport Corp. to
serve as each other's agent in goods transport between the
two countries

Will assist China in building helicopters for agricultural use
as well as parts for a twin turboprop

Contract to set up advertising in the Shanghai international
airport

3-year contract with the China Advertising Company for
prime advertising space at the International Satellite of the
new Beijing International Airport

NVG

$23.9million
(¥ 5 billion)

NVG

NVG

NVG

$7.7 million

$20.8 million
(Sfr40 million)

NVG

$1.6million
(£750,000)

NVG

$1.2 million

NVG

$2 million

NVG

Order Received
3/25/81

Letter of Intent Received
4/22/81

Agreement Signed
3/31/81

Agreement Concluded
4/7/81

Contract Signed
4/18/81

Letter of Intent Signed
4/27/81

Order Received
4/30/81

Contract Announced
3/11/81

Agreement Reached
3/25/81

Order Won
5/6/81

Chosen
2/81

Contract Completed
3/81

Agreement Signed
3/18/81

Announced
5/20/81

Conract Won
2/26/81

Contract Signed
3/81
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Daimaru Business tie-up with the First Department Store in Shanghai NVG Memorandum Signed
(Japan) 3/7/81
Tsumura Juntendo Co. Joint research of traditional Chinese medical science, herbs NVG Agreement Signed
(Japan) and unrefined drugs 3/14/81
(Japan) Cultural assistance $239,440 Signed
(¥ 50 million) 3/24/81
ABC Will film a 50-minute documentary on the performing arts NVG Agreement Signed
(Us) of China 3/27/81
Unican Security Systems Has agreed to sell its methods for manufacturing padlocks $3 million Contract Signed
{Canada) to the China National Light Industrial Products 4/13/81
Impont-Export Corp.
Seiko, Citizen and Orient Cos. Bulk order to supply women’s wristwatches during NVG Order Won
(Japan) FY 1981 4/22/81
Daini Seikosha Co. Contract with Hangzhou Watch Corporation to produce NVG Contract Signed
(Japan) 10,000 watches a month in China on an experimental basis 5/81
EMI a) Records and tapes (30 percent of the order is for Beatles $78,029 Orders Received
(UK) and Pink Floyd albums) (£35,000) 5/81
b) Albums under the Music for Pleasure label $26,752
(£12,000)
Unicover Agreement with the China National Stamp Corp. for the NVG Agreement Signed
(US) establishment and opening of the China Stamp Agency in 5/11/81
North America
Educational Testing Service Agreement allowing ETS to administer standardized tests to NVG Agreement Signed
(US) Chinese students seeking admission to US universities 5/12/81
(Canada) Glassware $629,617 Will Sell
(C$750,000) 5/20/81
Total value of 1981 sales listed through May 318t ... ... i ittt et et eannanaeeaeeeranaananns $878.6 million +
Total value of 1981 negotiations listed through May 31st ... ... ..o i it it e n i naiennas $4.2 billion +
I:P ”‘ CHINA’S EXPORTS: 1981 SALES AND NEGOTIATIONS THROUGH MAY 31st
Status
Company/Country Product/Plant/Technology Value Date Announced
Electronics
Peruvian Electrical Co. a) Willimport 22 electric generating sets for its 14 small NVG Agreements Announced
(Peru) hydroelectric stations 4/9/81
b) Will receive engineering and technical personnel to
provide instruction during the construction of these
power stations
Foreign Aid
UN Contributions to the UN fund for Namibia and UN trust $40,000 Contributions Received
fund for South Africa on the occasion of the international 3/20/81
day for the elimination of racial discrimination, and in
support of the just struggles of the two countries
(Papua New Guinea) Road design and construction, rice growing, logging and NVG Announced
timber processing, and cane furniture manufacturing 5/15/81
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(Zimbabwe)

Light Industries

Franz Furniture Co.
(W. Germany)

Quezze Co.
(W, Germany)

Machinery

Milledge Group
(Australia)

Metals and Minerals
(Us)

(Iraq)

WIS Company

(us)

(Japan)

Japan Soda Industry Assn.

(lapan)

(Papua New Guinea)

Agricultural and other aid

a) Three contracts with the Jiangxi branch of ARTCHINA
which will sell the firm bamboo and straw articles

b) Contractto buy tapestries from the Jiangxi branch of
CHINATUHSU

5,000 21-piece coffee sets

1,200 diesel engines in the 6-150 HP category

Tourmaline, aquamarine, and garnet precious stones,
produced in Mount Altai

120 pounds of enriched uranium

a) Inttial contract for the purchase of 200 tons of titanium
alloy iningots

b) 680 tons of titanium alloy in ingots between May 1981
and December 1982
1.2 million metric tons of steaming-coal

550,000 metric tons of salt this year

Renegotiation of an expired agreement to sell copper

Petroleum Products and Equipment

LBS Industries
(US)

and NPS Industries
(Canada)

Tourism
(Egypt)

Trade Agreements

(Tunisia)

(Togo)

(Congo)

Transportation
(Pakistan)
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2,300 oil pumps

Exchange of experts in the tourism field

Trade agreement for doubling the Tunis to Sfaz railway, and
technical assistance for farming and pharmaceuticals

First trade agreement under which the two countries are to
give each other most-favored-nation status in tanffs, import
and export duties, re-export and transit duties, and in
customs formalities

Cooperation in medical work and public health

Joint project to link the strategic Karakoram Highway with
Pakistani-occupied sections of Kashmir

NVG

$40,000

$45,000

$40,500

$1 million

NVG

$5 million

NVG

NVG

NVG

NVG

$50 million

NVG

NVG

NVG

NVG

NVG
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Promise Received
5/18/81

Contracts Signed
4/6/81

Contract Signed
4/8/81

Will Import
4/28/81

Bought
1/26/81

Agreed to Buy
3/81

Agreement Signed
3/81

Long-Term Agreement Signed

3/81

Will Buy
4/15/81

Agreed to Purchase
4/22/81

Announced
5/15/81

Ordered
3/2/81

Agreement Signed
4/16/81

Signed
3/13/81

Signed

3/20/81

Protocol Signed
4/10/81

Announced
4/10/81



Shipping

Hong Kong-Asia Shipping A 36,000-ton bulk carrier NVG Bought

(Hong Kong) 3/28/81

Miscellaneous

(Guinea Bissau) A 100-bed hospital NVG Agreement Signed
4/16/81

Bunn’'s Diving Equipment 10,000 valve bodies of the oxygen cylinder NVG Order Placed

(Hong Kong) 4/27/81

ATl Equities Mongolian horsemen will tour the US this fall NVG Announced

(US) 4/28/81

Total value of 1981 sales listed through May 31t .. ..o L ittt et et et et ai e aennas $33.6 million +

Total value of 1981 negotiations listed through May 31st . . ... ..ottt ittt e ranaeaananns $1,128.8* million +

¢‘ 9" JOINT VENTURES: 1981 PRESS REPORTS THROUGH MAY 31st
Foreign Party Chinese Party Technology/Terms Value Status

Construction Materials
Ltd.
(Hong Kong)

Wong's Engineering
Consultant Co.
(Hong Kong)

Ng Ping Cheong Co.
(Hong Kong)

(Hong Kong and Macao)
(Japan)

Alrtrust
(Singapore)

Tropical Products
(Singapore)

Novel Enterprises
(Hong Kong)

Investment Overseas
Systems Corp.
(Hong Kong and Japan)

Shenzhen City
Construction Materials
Corp.

Shanghai Dredging Corp.

China National Machinery
and Equipment
Import-Export Corp.

Zhanjiang Plastic Factory
Zhanjiang Artificial

Leather Factory

Tianjin Municipality

NA

China Precision
Machinery Corp.

Fujian and Guangdong
Provinces

The Woo Shek Koo Quarry to provide
continuous supply of Chinese concrete
aggregate to Hong Kong's building industry;
90 percent of the annual production will be
shipped to Hong Kong

The China Technical and Commercial
Consultant Corp. will concentrate initially
onwinning projects in the Far and Middle
East, and alsoin the US and Canada; 50-50
jointventure

The China Everbest Machinery Enterprises
Co. Ltd. (CEM) will mainly handle entrepot
trade to the US and other countries and
regions

Joint venture to produce 1,000 tons of
polyamide fiber nets a year

Joint venture for the production of 5 million
meters of artificial leather

51-49 investment split in favor of the
Chinese to provide fixed-wing air services
for offshore operations; has received
approval of the Ministry of Communications

Factory to make textile and garment
products for domestic and foreign markets

Novel Precision Machinery Co. will export
automatic pilots, radar, navigation
equipment, lasers, optical goods,
computers, facsimile equipment, batteries,
synthetic ammonia, various gases, medical
equipment, and machinery for light industry,
construction, transportation, farming, and
food processing

Two 50-50 joint fishing companies, Zhao
Ching Marine Products Associate Co. in
Fujian and Pan Ching Marine Culture
Associate Co. in Guangdong

$6million

NV

NVG

NVG

NVG

NVG

NVG

NVG

NVG

Agreement Announced
2/81

Announced
3/11/81

Contract Signed
3/16/81

Discussions Announced
3/16/81

Discussions Announced
3/16/81

Agreement Signed
4/81

Announced
4/10/81
SetUp
4/22/81

Announced
4/28/81

*loint ventures already approved by China’s Foreign Investment Control Commission are listed in the March—April 1981 CBR, pp. 22-23.

The China Business Review/July—August 1981

75



¢ 5p
R 5

Foreign Party

Warman International Ltd.

(Australia)

CBS Records International
(us)

Chinese Party

NA

China Record Co.

LICENSES: 1981 PRESS REPORTS THROUGH MAY 31st

Technology/Terms

Agreement to manufacture its range of slurry
pumpsin China

Worldwide licensing deal for “‘Phases of the
Moon,” an album of traditional Chinese
music

Value

NVG

NVG

Status

Agreement Signed
3/20/81

Deal Signed
4/13/81

g Hp OTHER ARRANGEMENTS—COUNTERTRADE (C); COMPENSATION TRADE (CT); PROCESSING (P);

H 5

AND BARTER (B).

1981 PRESS REPORTS THROUGH MAY 31st

Foreign Party
(France)
(Hong Kong)
(Italy)

(Japan)

(us)

(W. Germany)

(Yugoslavia)

(Zimbabwe)

Mitsubishi Corp.; Meiwa
Trading Co.; and Otoku
Kogyo Co.

(Japan)

Chinese Party

Luocun Tannery in Nanhai
County

Stainless Steelware Plant
in Yangjiang County

Guangzhou General Lock
Factory

Sanshui County

Guangzhou Lighter
Factory

Guangzhou No. 3 Plastic
Factory

Liaoning Province

NA

Dalian Branch of
MINMETALS, and Yingkou
County Talcum Mine

Technology/Terms

CT: Leather products

CT: 5-year contract fog electrical finishing
devices

CT: 3-year contract for production of high-
and medium-grade locks

CT: 5-year contract for production of 12
million meters of nylon per year

CT: 4-year contract for the production of
300,000 lighters a year

CT: Production of 1,500 tons of adhesive
plastic floor parts a year

CT: Liaoning Province will provide marble
and granite to Yugoslavia in exchange for
technology and equipment

B: Hopes to sell tobacco in return for
tractors, textiles, textiles machinery, and
hospital equipment

CT: Chinese mine to produce talcum
powder to compensate Japanese side in
exchange for technical data, grinding
machinery, and instruments for quality
inspection

Value

NVG

NVG

NVG

NVG

NVG

NVG

NVG

NVG

NVG

Status
Discussions Announced

3/30/81

Negotiations Announced
3/30/81

Ready to Enter
3/30/81

Discussions Announced
3/30/81

Talks Held
3/30/81

Negotiations Announced
3/30/81

Agreement Announced
3/30/81

Announced
4/17/81

Agreement Signed
4/27/81

NVG = No value given

*“The total for negotiations in the May—June, 1981, CBR should have read $44.1 million, notbillion.
NoTes: Contracts denominated in foreign currencies are converted into US dollars at the most recent monthly average rate quoted in International

Financial Statistics (IMF).

Contracts concluded over two months ago are also included if they were not reported in the last issue of The CBR.
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Communication Logistics, Consult the Experts

CTPS | CTPS | CTPS | CTPS i CTPS
CTPS | CTPS [ CTPS [ CTPS [ CTPS |
CTPS | CTPS | CTPS [l CTPS | CTPS!
CTPS [ CTPS | CTPS o] I --Re=
CTPS B CTPS [ CTPS I =1 BN

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

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

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

Given CTPS’s large resource bank to
draw upon—China, Hong Kong and
San Francisco—we can expertly serve
all of your needs: publication adver-
tisement, exhibition presentations,
audio-visual presentations, brochures,
product catalogs, escorting/inter-
preting, contracts/proposals, manuals,
business cards.

CTPS-USA (SF), Inc.’s publication
of US-China Electronics is enthusiastic-
ally received with wide support in
China. The journal is published in co-
operation with the Fourth Ministry of
Machine Building.

US-China Agriculture directory, also
in Chinese, is published with the co-
operation of the Ministry of Agricul-
ture. Both publications serve as vital
official sources of scientific and tech-
nological information for China’s sci-
entists, technicians, engineers, foreign

Contact Judy Poon,
153 Keamy St., #511, San Francisco, CA 94108 (415) 362-2445.

(i[5 CHINA TRANSLATION & PRINTING SERVICES-USA (SF) INC.

trade buyers, management cadres, and
end-users working toward China’s
modernization.

China’s Foreign Trade: Its Policy &
Practice, published by CTPS in Eng-
lish, provides an official view of
China’s trade policy. Written by
trade authorities
in China, it is on
the best sellers list
in Hong Kong.

B
CHINAS

Available from
FOREIGN i+
CTPS-USA (SF), .

Inc. 1 polcy A Pracice ]
¥l
¥

1747 %

US-CHINA ELECTRONICS



The National Council for US-China Trade

OFFICERS AND STAFF

OFFICERS

Chairman: Davin 8. Tarean, Jr.
Vice-Chairman: Davip C. Scon
Secretary-treasurer: HARRY TAYLOR
Counsel: WALIER STERLING SURREY
President: Curistorier H. Priroies

WASHINGTON OFFICE
President: CHristorter H. Prneeips
Vice-President: ROGER W, SULLIVAN

DIRECTORS

CArROLYN BREHM, Importer Services
Parricia P CAPERONES, Administration
NorMAN W, GETSINGER, Exporter Services

COMMITTEES

Stertante GREEN, Programs and
Government Relations

Nichoras H. Lunrow, Publications,
Rescarch, and Planning

Ricnarp L. PErervmax, Comptroller

TELEPHONE NUMBERS
Main Number: (202) 828-8300
Business Services
Import: 828-8366
Export: 828-8368
China Business Review: 828-8350
Library and Research: 828-8375H
Membership: 828-8320
Programs and Government Relations:
828-8332
Publications Sales: 828-8326

ADDRESS
1050 17th St., NW
Washington, DC 20036 USA

Cable: USCHINTRAD
Telex: 89-7416

BEIJING OFFICE

Suite 1136, Beyjing Hotel

Representative: SCO1TT SELIGMAN

Deputy Representative: STEPHEN
MARKSCHEID

Assistant: L1 WENDA

Telephone: 552231, 556531, 558331, ext.
1136

EXPORTER COMMITTEE CHAIRMEN

Agricultural Machinery: PAUL JOHNSON,
International Harvester

Agriculture: Tom Praro, Diamond
Shamrock

Banking and Finance: MARK Buonsan,
Manufacturers Hanover Trust

Construction Machinery and Equipment:
James Z. Hax, Caterpullar Tractor Co.

Engineering, Design, and Construction
Services: HAROLD SORENSEN, Fluor Corp.

Exhibitions: Savr Poniak, Clapp & Poliak

Food Processing and Packaging
Machmery Equipment: RoBErT W.
COUGHLIN, Prewmatic Scale Corp.

Legal: WALTER STERLING SURREY, Surrey
and Morse

Mining and Metallurgy Industry: W AL
Havey, Caterpallar Tractor Co.

Petrochemical and Petroleum Processing:
Ropert W, BRIMBERRY, Dresser Industries

Petroleum Production: KENNETH
CrAwrorD, Caterpallar Tractor Co

Pharmaceuticals and Medical Devices:
ADOLPH SINKOW, Brotherston Hospital
Supply Co.

Telecommunications and Electronics:
Doxarp L. MiLLER, Rockwell
International Corp.

'lrunspnrl;tlinnt JaMmes S. Ross, Rockwell
International Corp.

IMPORTERS’ STEERING COMMITTEE

Chairman: CHarrLes Rostov, Trans-Ocean
Import Co., Inc.

Vice-Chairman: Eric Ho, Amex, Tne.

US GOVERNMENT REPRESENTATIVES

Importers’ Steering Committee Members:
MURRY BERGER, Seabrook International
Davin CooksoN, Plulipp Brothers Division
TErRENCE DOYLE, The Allen Group
Raveit DRevUSS, Cometals, Inc.

SIMON KAz, New York Merchandise Co.
Wirttiam M. Kincn, W R, Grace & Co.
Hy Kvrimax, World Impex Corp.

MaRrC KUNEN, Mawven International, Inc.
STEVEN MELNYK, George Uhe Co., Inc.
HArOLD POTCHTAR, Toscany Imports, Inc.
SUZANNE REYNOLDS, S. R. Reynolds, Inc.
STEVEN SAUER, R. Greenspan & Co., Inc.
LEWIS SHANKS, WS, Ine.

AMERICAN EMBASSY, BEIJING

Chiet Economic Ofhcer: Warter C.
LENAHAN

Ofhcers: HOwArD LANGE, MARY VON
BrESEN, KAARN |, WEAVER

Agricultural Representative: WiLLIaM
DAvIS (FAS/USDA)

Telephone: 522033, ext. 215, 216

Address: 17 Guanghua Lu, Beijing

Cable: American Embassy

SHANGHAI CONSULATE
1469 Huai Hai Zhong Lu
Consul General: DONALD ANDERSON

GUANGZHOU CONSULATE
Dongtang Hotel

Consul General: JEROME C. OGDEN
Telephone: 69-900

SINO-AMERICAN TRADE, 1971-1981 (million US dollars)

HONG KONG CONSULATE

26 Garden Rd.

Consul General: THoMAS P. SHOESMITH
Economic Section:

Chief: HENRY A, ENGELBRECH 1

Deputy Chief: Joux P. MODDERNO
Telephone: 5-239011

1971 1972 1973
US Exports — 63.5 740.2
US Imports 4.9 324 64.9
Total 4.9 95.9 805.1

*National Council projection.
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1974 1975 1976 1977
819.1 303.6 135.4 171.3
114.7 158.4 201.0 202.7
933.8 461.9 336.4 374.0

1978 1979 1980 1981*
823.6 1716.5 3749.0 4600
324.1 592.3 1058.3 1400
1147.7 2308.8 4807.3 6000
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CHINA

IS CLOSERTHAN YOU THINK

CHINATRANS and DHL International have found a way
of bringing China closer to North American Industries.

During March and April of 1982, Multi-Industrial
Catalog Exhibitions will be held in Beijing, Shanghai
and Shenyang,.

These exhibitions are conducted with the full
co-operation of the China Council for the Promotion of
International Trade, and have the official endorsement of local authorities.

By exhibiting in three of China’s most important trade and industrial
centers, you will gain unparalleled exposure for your product catalogs.

We've prepared a special brochure
that tells you how to take the first

SR e B

steps towards selling your products in For infotr_'n}atiton on thow yti;]r company
. . 2 npa 4 g :

China, without the huge investment of S HAIHCPS, MR o _

. | Thi Elizabeth Werner, Project Coordinator,
time, mor}ey or personnel. . 18 CHINATRANS,
brochure is yours for the asking. 1735 K St. N.W., Suite 210,

China is a new and expanding _‘;Vf]i‘sggjzg/;)q’g 3?2-;- 20006.
it Sp - el: - ) p E

market. And it's within your Cable Address: CHINATRANS.  CNINA €ikEs Irans
company’s reach. Telex: (Int.) 64601
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$ sSchenkers announces:
Regularly scheduled consolidated
air freight service to China

73
Ed

U.S.A./China

Schenkers is a major international forwarder with 26 American offices staffed with
experienced personnel trained to manage your transportation needs to the People's
Republic of China.

B REPRESENTATIVE OFFICE IN BEIJING
B IMMEDIATE TRACING SERVICE

B ON THE SPOT TROUBLE-SHOOTING
B TOTAL PROJECT HANDLING

B CHARTER SERVICE AVAILABLE

SCHENKERS

International Forwarding Agents - Customs House Agents - IATA Cargo Agents

BEIJING OFFICE: INTERNATIONAL CLUB TELEPHONE 52-3887 TELEX: 22402 ALTMA CN

NEW YORK: World Trade Center (212) 432-3000 SAN FRANCISCO: (415)871-0375
JFK Airport (212) 632-7349



