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You can twiddle your thumbs
wondering why the Chinese haven’t
responded to your last three urgent cables.

Or you can join the National Council
for US-China Trade.

The National Council's Beijing Of-
fice maintains good relations and
ongoing contacts with virtually all
the Chinese organizations involved
in foreign trade. Our three-person
Beijing staff can get answers from
the Chinese for American execu-
tives half a world away who need the
information urgently. A simple phone
call can determine whether your
lack of news means no business, or
simply that your proposal is still
being discussed.

Company representatives visiting
Beijing benefit from our "'office away
from the office’" services, which in-
clude temporary secretarial assis-
tance, confidential message, mail,
telex and cable receipt services,

photocopying and use of meeting
space. You also get briefings on the
latest developments in Chinese gov-
ernment reorganization and eco-
nomic policy, updates on trade prac-
tices and personnel, and interpreta-
tions of new laws and regulations.
Of course, the National Council is
a great deal more than our Beijing
Office. Our main office in Washing-
ton, DC specializes in business ad-
visory services, assisting firms to
penetrate the China market, develop
feasible proposals and negotiate
with the Chinese. We also issue time-
sensitive market alerts and publish a
confidential newsletter, organization
charts and industrial maps. Our pro-
fessionally-staffed library, which

houses the most complete collec-
tion of materials on China's trade
and economy in the US, offers re-
search and information services to
our nearly 500 member firms.

The National Council is the voice
of American business in China. We
articulate your concerns to the US
and PRC governments, and keep
you informed of political, economic
and commercial developments likely
to affect your China business.

Put our resources to work for you.
Write us at 1050 17th Street, NW.,
Suite 350, Washington, DC 20036
for more information. Or phone us at
(202) 828-8330.
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ARCO WITHDRAWS TEAM

As bidding begins for China’s off-
shore oil contracts, the closely watched
ARCO agreement remains in limbo.
Since its signing last June, the produc-
tion-sharing contract between the
China National Offshore Oil Corp.
(CNOOC) and US companies ARCO and
Santa Fe, has been considered a hell-
‘weather for negotiations to come. In-
deed, the troublesome issue standing in
the way of an operating agrecment for

ARCO has already become a source of

anxiety for companies planning to sub-
mit bids on August 17.

ARCO has withdrawn 1ts negotiating
team and CNOOC President Qin Wencai
has even talked of putting ARCO's area
up for bid. The central issue, according
to Qin, is ARCOS unwillingness to ac-
knowledge CNOOCS authorin,. ARCO
says that it does not question CNOOCS
authority as such, and hopes to see ne-
gotiations resume in August.

But the real issue, according 1o other

industry sources, 1s CNOOCS lack of

clout, and the Petroleum Ministry's re-
tusal thus far 1o cosign future offshore
oil contracts. Without such a strong
commitment by the ministry, com-
panies fear that CNOOC will lose out in
interagency disputes over offshore pol-
1y, and not be accorded the status nec-
essary to carry out long-term agree-
ments.

RETIREMENT PARTY

China’s leaders are now girding
themselves for the climatic political
event of the vear: the national Commu-
nist Party Congress, an olt-postponed
event that now seems likely to be sched-
uled for late summer or fall.

The Party Congress, more than any
other lorum, grants legitimacy o both
policy and leaders. The forthcoming
Congress would be only the 12th in the
Party’s 6l-vear history, and the first
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since 1977, when Maos more radical
policies sull held sway.

Debates going on i provincial Party
meetings have dropped clues as to what
the Congress will produce: targets for
the remainder of China’s 1981-1985 [ive
vear plan, and support for Deng Niao-
ping’s proposal to remove himsell, Ye-
janving, Chen Yun, and Li Xiannian
from their vice-chairmen and Polithuro
Standing Committee positions on
grounds of age.

The real batle will be over who re-
places them. Deng hopes that by having
positioned his proteges Chairman Hu
Yaobang and Premier Zhao Zivang on
the Standing Committee already, he
can control the situation behind the
scenes. But more conservative leaders
like Ye and Limay be pushing their own
proteges as a quid pro quo for reuring.

Finally, US-China relations are
bound to come up during pre-Congress
maneuvering, and may even carry over
into the Congress itself if the Taiwan
arms sales issue is not resolved.

THE FIRST STEP

A Brustrated executive was recently
heard to exclaim: “Are there any loreign
enterprises in China that are operating
successfully:”

A few major loreign investment proj-
ccts in China undeniably have prob-
lems. Two US manufacturers in
Shanghai reportedly are debating
whether to call it quits, a US construc-
ton firm has already pulled out of a
half-completed project in Beijing, and
two major consumer goods producers
in Hubei and Fujian have been strug-
ghng unsuccesstully for over a vear to
gear up production,

Butsmaller projects in China that call
for less advanced technology and sim-
pler forms of joint management appear
10 be doing better. Examples include
subcontracting and processing deals,
where Chinese Lictories make forgings,
castings, or simple automotive parts,

usually without running into Llibor or
qualiv-control disputes that seem 1o be-
devil large-scale joint equity ventures.

Ihe problem appears to be that Chi-
nese factories want technology that is
two, three, or four steps ahead of their
current capabilities, while forgetting
that the management and qualiny con-
trol systems that hack up the technology
might be overstepping the bounds of
political lerance observed by conser-
vative local ofherals,

NEED A LOAN? SEE CHINA

China 1s now increasing its loans to
the West. Since January, the Bank of
China reportedly has joined other
banks in making syndicated loans to the
government ol Denmark, the cites of
London and Edinburgh, and 1o a num-
ber of corporations in Brazil and Vene-
suela,

Like any good banker, China is rein-
vesting its abundant hard currency
carnings from exports (822 hillion in
981, i balance with imports), shipping
revenues, tourism receipts, and remit-
tances from overseas Chinese. These
funds are pouring into China’s re-
serves, which now stand at about $10
billion.

The counury’s strong fmancial posi-
tion of course puzsles businesspeople
who have 1o arrange compensation
trade deals in order to induce cash-
poor Chinese factories to import their
technology. (Observers believe that en-
terprises seen by Beijing to be potential
exporters are not eligible for foreign ex-
change allocated under the state plan,
so the enterprises must seek foreign as-
sistance to expand).

MORE MIDDLEMEN

A rather sudden and striking new
tendency among Chinese trading orga-
nizations is to channel business through
the mushrooming community of Chi-
nese expatriate companies in Hong
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Kong and abroad. Many are formed by
the Chinese themselves and by savvy
traders with friends or relatives in
China. Often these traders, with the full
knowledge of the Chinese principals,
steer business their way and away from
firms that lack then contacts in China.

The growing US community of ex-
patriate Chinese companies includes 9
joint equity ventures, and at least 19 vep-
resentative ofhices ol Chinese trading
companies. Even a few US hrms that
have heen dealing divectly with Beijing
for vears suddenly have been told 1o
deal with these muddlemen, or ones in
Hong Kong.

CITS—NY

Interested in finding out which US
tour operators go to Chinaz Ask the
Chinese,

Clis—the China International
Travel Service—has opened an oftice
on New York’s 42nd Street to “promote
tourism from the US to China.” Tt is
neither a sales othce nor a reservation
center, according to Director Li Tie-
ving. The three-man staft'is here 1o “of-
fer advice™ on arranging tours.

That advice does not, as some firms
had feared, include recommendations
on which US agents 1o use. Li says that
CITS can single out hrms geograph-
1cally from its hist of some 50 US tour
operators, and provide those names 1o
potential customers. If you are from
Texas, the reasoning goes, you may
want an operator from the Southwest.

Tour operators should pass along
their tour proposals and gripes to CITS
New York, says Li, since a big part of its
Jjob is communicating with the head
othce. The address is 60 E. 42nd Street,
Suite 465, New York, NY 10165,

HIGH-TECH BLOCK

US export control policy has taken an
ominous turn, with the recent blocking
of high-technology exports 1o Hong
Kong companies with Chinese ties. Ina
sudden shift of policy, licenses have
been denied in recent months to at least
two Hong Kong companies.

The Hua Ko company of Hong Kong
has been prevented from purchasing
some $1.3 million worth of US equip-
ment. The denials included ion implan-
tation equipment from Varian Associ-
ates, testing equipment from Fairchild
Test Systems Group, and other equip-
ment from Thermco Products Corp.
Hua Ko, which is building a plant to
manufacture CMOS semiconductor
chips in the colony, 1s owned 100 per-
cent by Hua Yuan Company, the local
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trading arm of the China Natonal
Light Industries Corp. A subsidiary ol
Hua Ko, Chipex Inc. ol San Jose, re-
portedly was raided by US customs
agents in June. A second Hong Kong
company, Systems Data Semiconducton
Ltd.. also was blocked from importing
US equipment. Systems Data’s ties with
China are not known.

In the past. Hong Kong was treated as
a “free world destination.” High tech-
nology exports were routinely approved
regardless of 4 companys ownership.
At present, the only two companies
manufacturing semiconductors in
Hong Kong have PRC nes. Both ol
these, RCL Semiconductor Lid. and
Elcap Electronics Lid., imported much
of their equipment from the US during
the Carter Admimstration. The present
policy shift appears to be part of an
overall effort on the part of the Reagan
Administration to tighten constraints
on technology leaving the country. Al-
though this effort 1s primarily aimed at
East Bloc countries, its rigors spill over
mto the control process for China, and
for “free world™ allies as well.

NEW CHINESE WATCHDOG

By vear’s end, Beijing will have estab-
lished a government watchdog agency
modeled after the US General Ac-
counting Ofhee, according to CBR cor-
respondent Karen Berney. The charter
of the new audit office calls for im-
proved cost-elfectiveness in govern-
ment operations by identfving man-
agement problems and cost overruns.

According to a four-man Chinese
fact-hinding team that visited the GAO's
headquarters in May, the new audit
ottice will be formally set up by the Na-
tional People’s Congress later this year.

Sheng Huande, auditor general-des-
ignate and currently budget director in
the Ministry ol Finance, told GAO of-
hicials that the new agency will have a
nationwide staff of 50,000 auditors.
The United Natons Development Pro-
gram is considering funding a training
program in Beijing and abroad for the
agency’s emplovees.

Sheng indicated that the only body
new engaged in auditing activities is the
Finance Ministrv's Supervision Depart-
ment. With a stalf of 4,500, it is sup-
posed to clamp down on fraud and
corruption, a job it has apparently
tailed to do sausfactorily.

It will be the new ofhce’s responsibil-
ity to audit all state enterprises and for-
eign investment projects as well as the
entire spectrum of government ac-
tivities. £
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Julia Sensenbrenner

US Agricultural Exports

Changing crop patterns in China have
altered the market climate for a number of
American export staples.

he downward trend in the

value of US agricultural ex-

ports to China in 1981 con-
tinued in the first four months of 1982,
Though China held hrst place in 1981
as America’s largest overseas market lor
wheat and cotton, and the fifth Largest
agricultural market overall, a sudden
decline so far this vear underscores the
skittishness of the agricultural trade.

Between January and April, US agri-
cultural exports fell 22 percent m value
compared with the same period last
vear, with the largest declines in cotton
(=53 percent), soybeans (—28 per-
cent), and wheat (= 11 percent). In the
same period, vellow corn exports nearly
tripled, owing to corn’s price decline
relative to wheat.

The decision to purchase less Ameri-
can agricultural products, except for
corn, is probably due to good harvests,
the desire to rectify its largest trade im-
balance with the US, and the decision
by Chinese peasants to switch from
grain to cash crops such as cotton and
oilseeds. The last rather remarkable de-
velopment reflects the waning power of
communes to lorce IJl'il\'.ill][‘\ o grow
crops according to quota, and con-
versely, the gremer ladtude given by lo-
calauthorities to small cooperatives and
even individual families to grow what is
most profitable. Thus far, six million
hectares (6 percent ol the country's total
cultivated land) has been taken out of
grain culuvation in the last three vears.
Mostof this has gone over to cash crops.
causing a decline in imports ol cotton,
sovheans, and sovhean oil,

Cotton. The 31 percent decline in US
cotton exports to Chima in 1981 was a
consequence of two developments. A 4
percent increase in area under cotton

cultivation, and a 5.5 percent mcrease
in vields resulted ina 9.7 percent
growth in total cotton producton. Sec-
ond, the ughtening of foreign markets

for cotton products due 1o the rec ession
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and international multihber agree-
ments served to constraim China's tex-
tile exports. The continuance of these
trends is demonstrated by the 52.8 per-
cent drop in the value ol cotton ship-
ments through April. a decline
significant enough to remove China
from the position of number-one cotton
importer, and to move it behind Japan,
Korea, and Taiwan.

The US Department of Agriculture
predicts continued declines in US cot-
ton exports to China due to the upturn
in Chinese production. The bumper
harvest expected this vear could easily
exceed last vear’s record 135 million
tons. The slowly rising consumption of
cotton products in China cannot oflset
these l'il])iti ])ltltlll(]ilﬂl gaims.

Soybeans. |he value of US sovbean
exports to China continues to decline:
down 16.4 percentin 1981 and 284 per-
cent through April 1982, compared
with the first lour months of 1981, This
trend is the result of a 17 percent in-
crease i production (the area under
cultivation increased by 0.3 percent,
and vields by 7.3 percent), gains that are
explained by American Sovbean Asso-
ciation (ASA) analvsts by China’s deci-
ston (o raise the purchase price ol
sovbeans by 33 percent. This vearscrop
is expected to reach 10 million tons, an
8.7 percent increase over 1981

ASA ofhicials believe that in the long
run, Chinas inlant livestock industin
will create a large demand for sovbeans
as a protein source for animals. Mean-
while, the dechne in exports to China
has been made up by ncreased sales 1o
other Asian countries.

Soybean oil. Chinese imports ol sov-
bean oil have now dechined to a negligi-
ble level as a consequence ol increased
production ol other oilseed cash crops,
such as rapeseed. sunflower seed, pea-
nuts, and sesame seed.

Wheat. Slightlv higher vields have
niade it possible for China to maimtan

fairly stable wheat producton levels in
the face of declining areas under cul-
tvation. Yet, imports ol US wheat by
China have grown rapidly over the last
four vears due 1o population growth,
increasing incomes, and demands o
improved diets, Tn the fiest lour months
of 1982, wheat exports to China de-
chined 11 percent, but majon '\Ililmlvlll\
are anticipated later this vear to aug-
ment the mediocre harvest.

Two-thirds of Chima's winter wheat
crop was damaged by the ongomng
drought north of the Yangz River that
has alfected Shandong. Shanxi,
Henan, Beijing, and Thanjin. The sum-
mer wheat, rice, and coarse grain har-
vest will compensate for some ol the
shortfall, bringing up the total grain
harvest to around the 1981 level ol 325
million tons.

US wheat dealers now anticipate total
sales ol 69 million tons worth roughly
SLA billion. The slow start this vear is
attributed 1o Chinese uncertamty ovel
[utire US—China relations due to the
Laiwan arms sales 1ssue, and declining
world wheat prices, which have now sta-
bilized.

The US hasan agreement with China
to export 6= million tons of grain per
vear, but dealers would prefer to be in
the 10=12-million-ton range. Standing
in the wav s increased competition
from Canada, which recently agreed o
export 3012 million tons avear: Aus-
tralia, with a pact for L5=2.5 million
tons: Furope, which contracted fo
0.5—=0.7 mullion tons: and Argentina,
with an agreement for LO=15 million
tons i 19820 Sales by Europe and Ar-
gentina are lagging this vear, while the
US had already contracted for 5.5 mil-
lion tons through June 17. Dealers feel
the US has adequate stocks to fulfilbany
mcreasing demand this vear.

Corn. Another commodity to watch s
vellow corn. Atter a vear ol verv low US
exports to China, shipmems are now up
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*Other 1981 exports of linseed oil, tobacco, seeds, nub, and orange juice comy

Principal Agricultural Exports to China*

(Million US$)

Brisk corn sales, and a rebound in wheat sales, are expected in 1982.

SOURCE: Trade Analvsis Division. Office of East-West Policy and Planning. 1 S Commerce Department.

Percent Jan.—Apr. Jan.—Apr. Percent
1980 1981 change 1981 1982 change
Wheat 1.0349 1,269 22.1 454 397.2 10.8
Cotton 701.3 1610 KRR 335:3 157.8 52.7
Sovbeans 155.2 129.7 — 6.4 6.1 17.8 28.4
Sovhean ol 56.5 17.1 — 647 — 3
Corn 224.5 625 ~72.2 17.4 6G7.8 284.7
Total 2,176.8 1,942.3 -10.8 862.2 670.6 -22.2

srisec only 0.23 percent of total US agricultural

290 percent during January— April.
I'he Chinese agreed to buy 576 thou-
sand tons by June 17, an amount that
tops total 1981 sales of 525 thousand

cess of China's current agricultural
program. At the same time ( hina’s pol-
icy shilt also commits it to a continuing

dependence on foreign wheat growers

tons. Since the Chinese use corn as a as Chinese peasants turn their energy

food grain as well as for feed, the de- to more lucrative cash crops %
chine in corn prices relative to wheat 1s
believed to be responsible o the
switching of a few deals from wheat to

corn at the last minute. Some traders

think the long-expected shift 1o feed Judica Sensenbrenner joried The China
grains is beginning. a factor that could

Jusiness Review siaff in fune as a summer
Ths fall she will be a senior at

Princeton University, where she is majoring

buoy up corn sales for some tume to thtern
come.

in East Asian Studies with an emphasis on

ports o China demonstrates the suc-

‘
. |
The decline in US agricultural ex-
soctoeconomie developments i China.
\

China Services

RIGGS -LEADERS
IN CHINA RECRUITMENT

Doing business in China is not difficult. That is, if you let Riggs handle the problems for
you. Eleven years’ experience in The Far East has given us the expertise.

We can —

» Set up an entire office for you

» Provide you with staff for long-term contract

» Supply temporary staff for trade fairs, delegations and exhibitions
» Provide trained interpreters and translators

» Give full advice on visa/travel arrangements, accommodation

* Rates of pay and market trends

RIGGS SOLVE THE PROBLEMS. YOU DO THE BUSINESS.
RIGGS CHINA SERVICES

4th Floor, Dominion Centre, 37-59 Queen’s Road East, Hong Kong
5-284548 Cable Address: RIGGSPERS or Telex: 74903 RIGGS HX
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CHINA’S PROVINCES:

An Organizational
and Statistical Guide

CHINA'S PROVINCES s the definitive reference
guide for the professional in the China business—the ex-
ecutive who wants to expand sales and purchasing op-
portunities and contacts throughout the world's largest
market

CHINA'S PROVINCES: An Organizational
and Statistical Guide is a prime information source,
essential for eflective marketing in China, where the prov-
inces now have foreign exchange and the authority to
spend it.

Use this book to design long-range China plans, target

advertising and promotion campaigns, learn more about
the provinces in which you operate and explore new ones

This exhaustive 476-page volume is perfect for carrying
out comparative market assessments of different parts of
China. Detailed and comprehensive output and other sta-
tistics for every province are included in a standardized
format. Both Chinese currency and US dollars are provided
for easy computations.

Inthe manual, every major organization in China's main-
land provinces, municipalities and autonomous regions is
listed in over 50,000 entries

Listings include:

0 More than 16,000 organizations,
including over 12,000 addresses,
15,000 telephone numbers, and 850
cable addresses and telex numbers;

products;

O More than 4,200 Chinese officials,
including all top Party and
government officials in China's
provinces, municipalities, and
autonomous regions;

O Over 3,800 local government
agencies, including commissions,
bureaus, and state agencies.

1 More than 900 foreign trade
corporations, branches, and bureaus,
down to the county level,

0 Over 2,100 corporations in all
branches of industry, both state and
locally administered

[J All local banking and insurance
branches and other financial
institutions;

0 More than 5,800 factories, many with
descriptions of activities and

O Over 2,600 research institutes,
professional associations, universities,
societies, and hospitals

CIHINA'S PRIVINCES:
An Organizat boaal
mud Satistient Guide

PLUS

O Hundreds of statistics on each
province, with trends and detailed
breakdowns, including e agriculture
s commerce e construction
* education  energy e finance

I = foreign trade e health and welfare

® industry e wages

Detailed introductory chapters on all
provinces, which include e agriculture
* foreign trade e industry » minerals
and energy ® shipping and
transportation e social data
Information on local trade incentives
and special economic zones Is
included

&4
a
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A complete list of county-level units of
each province

CHINA'S PROVINCES 5476
pages, 82" x 11" perfect bound, with
calligraphy and indicator maps for each
province.

To. The National Council for US-China Trade
Publications Sales Department
1050 Seventeenth Street, NW—Suite 350
Washington, DC 20036

Please send me

copy(ies) of CHINA'S PROVINCES: An Organizational and Statistical Guide at $285

each, $185 for Naticnal Council members. Academic institutions, $235. Postage and handling, US and Canada $5, foreign airmail

$14.

[ My check for $ Is enclosed

0 Please bill me. (Prepayment in US dollars is required.)

Name

Title

Company

Address

Signature

Date
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n line with Premier Zhao's call
to "gradually shift” the naton’s
emphasis from thermal 1o hy-

droclectric power, China s ready 1o

Launch a concerted eltort to l|t‘\1'|ll|}
its hvdropower potential. the Largest
m the world. Hydropower stions
currently account for 30 percent ol
the PRC'S total generating capacity,
but represent only about 5 percent
of the counuv's theoretical hyvdro-
power potential.

['he recent pooling ol resources
under one ministrv—the new Minis
try of Water Conservancy and EFlec-
tric Power—not only gives greaten
burcaucratic weight to hvdropower
interests vis-a-vis thermal power, but
i{‘II\(Il()Il\(Dli(l‘H("\|||l'l()||||l|\‘\\(;||
tered hvdro planning agencies.
Moreover, 1t brings a hrm advocate
of water development, Quan Zhengy-
ing. back to her former position as
Chia’s number-one power admin-
istrator. Qian headed up the Minis-
try of Water Conservancy and
Electric Power betore ivsphtinto two
in 1979 she staved with the Water
Conservancy Mimistry until the

groups merged again in March,
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Martin Weil

Ihe bureaucratic reshutfle comn-
cides with the announcement ol
China’s brst nugor hyvdro construe-
ton plan i several vears. Tecalls o
an ambitious ellort 1o harness the
Hongshui River i Guangxi, which
would add some 11,000 megawatts
(mw) to the nation’s capacity by the
turn of the century. Hongshui con-
\Hli{lifl]l s I}u‘ (l‘]ll(‘l'!l((l' ol an
emerging plan lor comprehensive
development of the Pearl River
Basin. More importantly, by inte-
grating dam construction into an
overall river development program,
it indicates the broader scope of
planning the Chinese will probabh
adopt for future river development

schemes.

Even though the planners are
ready to move ahead. the govern-
ment’s tight mvestment budget
makes it doubttul that China can in-
crease its hvdropower generating ca-
pacity by more than about 1500 mw
per vear by the vear 20000 Last vear's
capital construction hunding for new
plants, at ¥1.9 billion as only suf-
fricient to add about 1400 mw (given

the Chinese estimate that each
megawatt of new capacity costs ¥1.4
million). Chinese and loreign en-
gineering hrms alike are looking 1o
Eximbanks and the World Bank to
Al part of the fimancial voud.

Political obstacles also remain.
Ihe mmundation of farmland by new
dam construction will alwavs be an
explosive political issue, and con-
thets between Quan’s new ministn
and other agenaies and local govern-
ments will not be ehmimated by the

bureancratic restru lllllllj_:.

Finally, despite an overall impres-
sive Chinese record ol dam and
power station construction since
1949, there remaim certain technical
obstacles to rapid expansion, includ-
ing mexperience with earth and
rock dams, and unfannbarnty with
state-of-the-art turbine technology
China seems willing 1o turn to for-
C1gn dassistance . some ol these
areas, a most welcome sign both fton
US hirms and China’s eager hvdro-
power advocates. The kev question
will be how much money China is

willing 1o spend lor such assistance.
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Investment
decisions are
sometimes
made on the
basis of the po-
litical strength
of interest
groups, rather
than on techni-
cal issues.

vdropower’s rising star in re-

cent months is reHected in a

March 8 People’s Daily edi-
torial that declared: “As a strategic mea-
sure, special attention should be given
to developing hydroelectric pow-
er. .. 50 as to replace oil and coal con-
sumption in certain places.” This type
ol editorial usually indicates that Bei-
jing has made a major policy decision
and wants to give notice to former
fomdraggers to get back in line.

I'he editorial virtually comncided with
the merging of the two water-planning
ministries into the new Ministry of
Water Resources and Electric Power. Tt
1s unlikely that the two events were un-
related. Whereas hydro interests pre-
viously had been [ragmented, they now
are reunited under one minister, Qian
Zhengving, whose entire career has
been based on water projects.

One of Qian’s hirst tasks will be o
keep the hydro and thermal interests in
her ministry from crossing swords.
Hvdro supporters have complained
that the artificially low price of coal in
China (about one-half the world mar-
ket price of around $50 per ton) gives
an unfair advantage 1o thermal power
planners, who claim that coal is a
cheaper form of energy than hvdro-
power. Hydro supporters also accuse
the thermal people of omitting the cost
of transporting coal from their caleula-
tons and of criticizing the lengthy con-
struction time for hydro dams while
ignoring the costly lead tmes necessan
to build coal mines. Not surprisingly,
mvestment decisions sometimes have
been made on the basis of the polincal
strength of one or the other interest
group rather than on economic or tech-
nical issues.,

Ihe leadership of the new mimsony
seems inchined to take the side of the
hyvdro advocates. This does not mean an
abandonment of thermal development,
ol course, but a more ratonal integra-
ton of thermal and hvdro. Hvdro
would provide mainly peak load power
in the relativelv water-scarce and coal-
abundant east and north, and base load
power in the water-rich south and
southwest.

I'he merging ol the two ministries
climinates a laver ol the bureaucracy
that has tradiconally stfled hydro proj-
ects, The Ministry ol Water Conser-
vancy, whose main concern was Hood
control and wrigation, and the Ministn
of Electric Power had battled over con-
struction priorites and funds, as well as
for control of disputed projects. As the
Guangming Daily put i, “Regarding

such water conservancy and hydroelec-
ricity engineering projects such as
those at Danjiangkou (a large dam on
the Han River in Hubel) and San-
menxia (a troubled project begun with
Russian assistance on the Yellow River
i Henan), there had been incessant ar-
gument for many years aboult

Cinvestment, application, manage-
ment. repair, and profits. Disputes were
taken all the way to the State Counail.”

Even when projects were allocated to
one ministry or the other (generally on
the basis of whether the project’s “main”
function was Hood control or power
generation), both ministries had input
in the planning. Disagreements could
hopelessly deadlock the approval pro-
cess. since what were optimum spec-
thcations lor one mimstry for Hood
control—in such areas as dam height,
storage volume, and reservoir manage-
ment—were often different from those
for power generaton. This is undoubt-
edlyv one reason why verv tew major
projects were launched during the pe-
riod the ministries were separate.

Now these disputes presumably will
be ironed out within the ministry,
rather than at the State Council level,
which can only speed up planning. The
pooling ol the talent of the design in-
stitutes of the two ministries can like-
wise hetter integrate the different
aspects of dam planning, and perhaps
more fully tap China’s water planning
expertise.

Conflicts of Interests Remain

Of course, the merger will not elimi-
nate all bureaucratic dithculties. The
Communications Ministry, which rep-
resents water transportation interests,
will still have some say in dam planning.
The mimstry almost alwavs demands
major investiments in ship-handling fa-
cilities beyond those the power genera-
tion people leel are necessary, or insists
on the release ol a large amount of res-
ervoir water 1o faclitate shipping. This
1s often done without more than a cur-
sorv analvsis, thenr detractors claim, of
the economics ol the improved water
transport. A major battle over shipping
is shaping up in the Hongshui develop-
ment (see p. 16). The Ministry of Forestn
often makes comparable demands with
regard to log-transportation gates.

A greater damger is that the merger
ol the ministries mav strengthen Hood
control interests ar the expense of power
generation. Flood control has always
been a vital concern ol economic plan-
ners, given the historically devastating
etfects of Hoods and the importance of
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the agriculiural sector. Minister Qian is
also widely believed have a strong
personal interest in Hood control.

Evidence that her leanings mav be
affecting water planning already has
surfaced regarding the project that is
both the biggest bone of contention be-
tween the two sides and one of the
l;{l'g(',x.! |n'n])n\¢‘!| dams in the world: the
Three Gorges project on the Yangzi
River near the Hubei-Sichuan border,
involving a 200-meter dam, 70 bilhon
square meters of storage, and 25,000
mw of generating capacitv. Flood con-
trol interests have pushed the project
for more than 20 vears as the best way to
sateguard agricultural land on the mid-
dle and lower Yangzi valley. Minister
Qian talked to US Bureau ol Reclama-
tion experts on the subject for seven
hours.

Power-generation iterests opposed
the scheme. Thev cited the [h-vear con-
struction time that would be required
betore electricity could be produced,
the risk of concentrating so much ca-
pacity in one location. the ulira-ad-
vanced turbine technology that would
be necessary, and the high costs.

[he project was believed to have heen
shelved for budgetary reasons, but re-
cently a call was issued i Shanghais
World Economic Herald 1o begin prepa-
rations for construction next vear. The
Hevald has had an impressive record of
presaging pohiey changes on several is-
sues. The Far Eastern Econonie Revvew
has reported that the Three Gorges
dam is now tentatively included in the
sixth five-vear plan (1981-85).

term. Theretore, investment
should be shared among all the depart-
ments concerned. .. I itis impossible
to do so. the projects should be
postponed until conditions are ripe.”
I'he publication of this attack means
that power-generation interests still
have some support in the Party and
State Council as well as in the new water
powel ministry itself (where two of the
three vice-ministers, Li Peng and Li
Daigeng. were high othcials in the old
Ministiv of Electric Power). Nonethe-
less, the chances are good now that
plans tor the Three Gorges dam will be

realized i one form or another.

Land Inundation and
Environmental Issues

Land inundation and displacement
of farmers by new dam construction
will continue to embroil the mimmistny in
controversy. A number of proposed
hvdro projects he in tairly densely pop-
ulated areas, and provincial govern-
ments seem able in some cases to block
or delav their construction, even when
the projectsare included in the national
plan. Inundation of 13,000 hectares of
land is a major reason for the indefinite
postponement of the proposed 1.500-
mw Wuqiangxi dam i western Hunan,
whose preparations were so advanced
that cheap Japanese government loans
were lined up in 1980, Beijing’s China
Reconstruets vecently revealed.

When they cannot stop a project, the
provinces have the power to extract Siz-
able compensation. For the proposed
Shutkou dam

Fujian, for example,

Whereas hydro interests /m'-'mu\/\ had been /munu'nh’rl
they now are reunited under one minster, Qan Zhengying.
whose entive career has been devoted to water projects.

Ihree Gorges was probably very
much on the mind of the power-genera-
tion advocate who recently published
the following broadside against Hood
control and transportation in the Peo
Ifn’r"\ Daily:

power projects have comprehensive

“As we know, many hvdro-

uses. .. Arpresent, all the investments
are made only by the hvdropower de-
partments. The other departments are
not responsible for imvestment and do
not take into account the economic ra-
tonalin of the plans. They give too
much thought to long-term interests
and olten put forth excessive demands
short

that are unrvealistic in the
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which would inundate 2.000 hectares of
farmland and displace 54.000 people,
the old Ministiv of Electric Power esti-
¥210 milhon

in compensation would be required.,

mates that approximateh

amounting to ¥105.000 per mundated
hectare, or almost ¥41,000 per person. It
is not clear how this monev would be
distributed.

Yet, for all the problems they pose.
the agricultural interests can be helptul
attimes Lo power-generation interests in
their bureaucratic battles. The power
people have used the land inundation
problem as an argument against reser-
voir projects which they think are un-

)y by New China Pictures Co.

Phe

The Longyang Gorge in Qinahai Province un-
der construction.

necessarilv large.

As in the American west, Chinas
water authorities must wrestle with dis-
putes over water rights. T'he most nota-
ble recent example was the l.uanhe
dam project (generating 450 mw and
storing 3 billion m*) in arid Hebei
Province. [rom which it was decided 1o
Lianjin. There were ap-

parently strong objections from both

divert water to

the new water conservaney ninistry and
Hebei Province. A number ol State
Council-level “coordination meetings”
of all the parties concen ned were neces-
sary before an agreement was hoally
reached 1 Lue 1981,

Environmental concerns seem to
have plaved a relatvely small role in
hvdro project planning thus far. Such
objections as have been raised by en-
vironmental interests have mainly con-
cerned the blocking of fish migraton,
to which the hvdro planners have pro-
posed artihaal breeding upstream ol
the dams. Thereis believed to have been
considerable opposition by environ-
mental scientists to the giant Gezhouba
dam under construction on the Yangzi,
but they appear to have been more o1
less swept aside: it was reported in the
Betyjing Review. tor example, that “no
consensus was reached” on the environ-
mentalist demand for a passageway for
fish.

China has certainly had experience
with the detrimental consequences ol
poor environmental planning. An ex-
ample is the rapid siliing of the San-
Yellow River.
Environmental concerns seem more

menxia dam on the

important to the planners now than
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previously, at least in their discussions
with foreigners. Tt will be vears, how-
ever, before China's environmental
lobby develops strength like that of the
one in the US,

Coordinating the Planners

It has proven extremely ditheult in
China to dralt cohervent, ratonal hyvdro
development plans. As important a rea-
son as the various conflicts of interest
mav be the lack of detailed analvsis of
load growth. Ministry-level design in-
stitutes vely instead on a few rough
figures for this purpose. Itis the inh ol
senior othaals 1o do the load plan-
ning. But when high-level plans change
dramatically, the detailed plans are
thrown IHHII)I('(G"\ off. This has oc-
curred manv umes—atter the Grea
Leap Forward, during the Cultural Rev-
olution, at the beginning ol readjust-
ment in 1979, and during the
intensihication of readjustment in 1981,
So large is the number of discarded
hvdro-development schemes that some
river svstems have had as many as three
raclicallv: different development plans
proposed and discarded.

IThe compartmentalized atmo-
sphere, furthermore, encourages spe-
aal mierests 1o push projects without
much regard to how they fit o the
overall picture of electricity supply and
demand. Closer mmtegration between
project managers and energy planners
would ameliorate this problem consid-
erably. Reportedly, a comprehensive
study of future power demand was 1e-
cently completed by the Ministry ol
Water Resources and Electrie Power,
which may help clarity the sitvation,

At the same time, the Chinese e
moving to develop comprehensive
river-basin planning through the tor-
maton of regional commissions unden
the water power mimstry. The Pearl
River Water Conservaney Commission
is taking charge of all hvdro develop-
ments on the Hongshurand other trib-
utaries. Sumilar commissions report-
edly have been orare being setup forall
other major river svstems, including
the Yellow, Yangzi, Huar and Songhua.

Even atier these are set up. there is a
still deeper problem: how to effectivels
reconcile and coordinate the exigencies
of power planning. and those of overall
river basin development, including
transportation, Hood conurol, and -
gation. Resolving these two complex
sets ol demands would he mind-bog-
gling in anyv country, and promises to
bedevil the Chinese planning svstem
for vears to come. *
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Debunking the Small Hydro Myth

Julia Sensenbrenner and Martin Weil

hina's small hvdropower

plants have mushroomed

spectacularly since 1970, The
approximately 90,000 such stations
now in existence—which average 70 kw
per generator, with a maximum of
1200 kw per generator or 12,000 kw
per station—produce about 30 percent
ol the naton’s total ||\(l|‘n|)(l\\t;|'_ They
have won international acclaim for
providing electricity 1o rural China
using low-cost, intermediate technol-
ogy. But in the view of China'’s central
leadership, they are olten more trouble
than they are worth,

A report put out by the Planning
Olhce of the old Mimistiy ol Electric
Power cited the lollowing serious prob-
lems with small hvero stations:

Construction costs ar¢ twice those of
larger plants on a per-kw basis.

Poor construction quality has 1e-
sulted in the poor performance of many
plants. Because local tunds are limited,
and state subsidies usuallyv only cover
the cost of equipment. construction
work is often mferior.

Utilization rates average only about
one-thivd to one-half those of large and
medium stations. One reason is that
small plants have livde if any storage
capacity, and are thus unable 1o save
water for the diry season. Also. since
construction subsidies are granted on a
per-kw basis, there are incentives to
build stations with larger capacities
than needed

Competition between small and
!argt' plants 1s the most i1|l|)u|[.llll ob-
jection of the central authorities. All of
the methaencies could be excused if
the small hvdropower plants supplied
electrnicin o areas that would otherwise
have none, but the Minisovs report em-

phasizes that the small plants tend 1o be
located in the water-rich southern
provinces, areas that are also served In
Large and medium-sized plants.

During the wet season, small hvdro-
power plants generate more electricity
than can be consumed locally. Political
pressuwres have lorced the Llarger provin-
cial and centrally operated grids to pu-
chase the excess power [rom small
plants. But the total demand in the wet
season is olten not suthcent 1o accept
the electriciy and operate the large
plants at full capacin To integrate elec-
viciy from the small plants into the
grids requires a greater number ol
translormers: line loss, ar 20-30 per-
cent.is much higher than for the Larger
stations. Yet, under current arrange-
ments, 1t s the Large stations that are
forced to dump water inorder tolet the
smaller plants keep generating inel-
ficiently.

The solution, in the view of the Plan-
ning Ofhce:

* Develop new small hvdropower
plants mainly inareas not served by ex-
isting grids, and change the policy ol
subsidizing ther construction ona per-
kw basis.

* Upgrade existing small plants, and
shut down those that are oo un-
CCOnoOIIC,

* Integrate small planes with medium
and large ones under a unihied plan,
and require small stations 1o receive
central approval betore joinimg a larger
grid.

« Prohibit local governments from
raising the price of hvdropower from
small plants delivered 1o the grids

* Encourage localities 1o imvest in
l.lll\.,'(‘l I drostations run by ])ig]]v] -
thorities m exchange lor a guaranteed
portion of electricin suppl. ¥
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The Hongshui
River offers the
best conditions
for hydro devel-
opment in
China. It also
excites the
greatest interest
among US con-
struction and
engineering
tirms.
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hina has retreated from its im-

possible pre-1979 goal of

building 20 large hydroelec-
tric dams by 1985 having a total mega-
watt capacity in the tens of thousands,
Today's more modest objective 1s to con-
centrate resources on the major proj-
ects already under construction. Sched-
uled 1o be completed by 1985-88. these
have a total capacity of about 10,000 mw.

I'he most recent long-term goal. pub-
lished in the Beijing magazine Shuli
Fadian (Water Power), calls for
40,000=50,000 mw to be added m
1981-2000; 4.000 by 1985,
9.000-10,000 m 1986-90
12.000=16.000 in 1991-95; and
15.000=-20.000 in 1996-2000. Al-
though hvdro is likelv to play a pro-
gressively more important role, this is
undoubtedly an overly optimistic pro-
jection. US government experts predict
that the hvdro porton of total generat-
ing capacity could rise from the present
30 percent to 40 percent by the end of
the century, A reasonable estimate, in
light of current financial and technical
capabilities, is that an average ol about
1500 mw per vear could be added by
the end of the century, vielding a total
of about H0.000 by that tme.

IThe details of China’s hvdro con-
struction plans are far from clear. What
is built will of course depend on the
availabiliv of funds, and that depends
on the share of the pie left over should
China decide 1o go ahead with the co-
lossal Three Gorges Dam.

China’s 600-foot
Great Wall

Ihe cost would be staggering. The
Three Gorges' Latest price tag ol ¥0.6
billion (5.3 billion), spread over a 15-
vear constructon period. would aver-
age out to Y640 milhon per vear, o
approximately one-third of the naton’s
total hydro construction budger m
1981, Obviously, to fund this project do-
mestcally (and there has been no sign
vet that loreigners would be invited 1o
participate) would mean forgoing a
number of other projects.

The Three Gorges scheme was be-
lieved unul recently 1o be on the shell
(see The CBR. Mav—June 1980, p.
16-23). The rivahry between the old
Ministry of Water Resources—which
fvored the project—and its nemesis,
the Ministry of Flectrne Power, sup-
posedly abated carlv this vear when
both were merged into one ministiy, the
Ministiv of Water Resources and
Electric Power, Such a cosmetic change,
however, would not fool a structural ge-
ologist, and in fact the reorganization

has not so much reduced rivalry as ele-
vated to the top ranks of the new minis-
trv those who favor hydro projects in
general, and specitically the Three
Gorges dam.

This, however, does not mean actual
work will begin any time soon. Even its
most ardent proponents do not plan on
starting Three Gorges before the
late-1980s completion of Gezhouba,
which would become its regulating
dam. Design work will be done which in
the meantime, could reveal unforeseen
complexities. In that period of time. the
political scene could change. The new
water power ministry, furthermore, will
have to find a solution to the gigantic
problems of inundation (as far up-
stream as Qongging. atlecung 44,000
hectares in all) and the displacement ol
[.4 million people, dilhiculues that have
ll)l‘;)t'tlnl‘(] far smaller dams.

Io overcome bureaucratic resistance,
the ministiv might have to either scale
down the project or devise a method 1o
build it in stages. This would also ree
up lunds for other projects. One sug-
gestion apparently unden Serious con-
sideration s 1o build a 6,000-mw low
dam at Three Gorges instead ol the

high dam.

Developing the Pearl River
and Hongshui

China’s 10-dam, 11L0O00-mw plan for
the Hongshuiin Guangxiis of far more
immedite prioriy.

Ihe Pearl River svstem, which in-
cludes the Hongshui, boasts China’s
largest annual runofl after the Yang-
sA—234 billion cubic meters, 8 nmes the
volume ol the Yellow River, despite the
{act that its dramage area 1s onlv one-
forrth as big. Along the mountainous
headwaters of the Hongshui, the gra-
dient is steep and the population den-
sity and area of cultvated farmland are
relatively small The tormer Ministry ol
Electric Power estimated Last vear than
only 180,000 peaple would have to he
relocated for the entire 10-dam plan,

In addition, the area s within strik-
ing distance by 500-kv transmission
line from major load centers in
Guangdong and Hong Kong. Thus.the
Hongshui offers the most ideal condi-
tions for hvdro development in China,
[he Chinese now put it in a class with
the Upper Yellow River, which will be
almost Tullv developed when the ke
Longvang station is completed i the
late TUS0s

Ihe genesis of the carrent Hongshui
scheme reveals much about the histor-
ical vagaries of hvdropower planning,.
In the enthusiasm ol the Great Leap
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Hongshui River

9 il, m* storage

f

Storage: 27.4 bil. m*

Forward, two plans were drafted calling
tor the construction of six high dams
with large storage for Hood control, 10
be located in the more populated down-
stream section of the river. Neither was
implemented due 1o imundation and
displacement problems.

Another plan adopted in 1972 was
aimed at facilitaung navigation to and
from what was supposedly going to be a
big new industrial base in Guizhou. Ina
one-sided attempt 1o avoid the inunda-
tion and displacement problems of the
earlier plans, it went to the other ex-
treme, calling for a series of 12 low-head
dams with minimal storage. This would

have resulted in an enormous waste ol

the rivers power resources. Eventually
work began in the mid-1970s on two of
the dams from the 1972 plan: the 60-
mw Etan project completed last vear,
and the 400-mw Dahua dam scheduled
to come on stream in 1983, Both are
located along the Hongshui's less
mountainous downstream section.

In 1978 a4 more ambitious power de-
velopment plan again surfaced. bivst be-
coming known to loreigners through

14

business discussions on the Longtan
dam in conjunction with an aluminum
development proposal in Guangxi. The
Guangxi Electric Power Bureau was as-
signed the task ol developing what
turned into the 10-dam plan, which was
approved by the State Council at the
conclusion ol a major conlerence i late
1981,

The 10-dam plan encompasses a
1.050-km section midway down the
Hongshui, beginning at the Nanpan-
jang River along the Guangxi-Guizhou
border, and ending at Datengxia in
Guiping. Development on tributaries
does not fall within the plans’ purview,
which is the major reason why only
1LOOO mw of the river system’s 25,000-
mw potential is included in the plan.
Despite this mitatgon, the plan takes by

{ongshui River

Development
Plan

Storage: 3.3 bil. m*

far the most well-rounded view of the
rivers development to date.

The basic concept calls for high-head
dams upstream, and low-head dams
along the more populated downstream
areas at sites selected on the basis of
survevs conducted over a 20-vear pe-
riod. The four high-head dams are
Tanshengguao-Bapan, Tianshengqiao-
Basuo, Longtan, and Yantan. Dateng-
xia, the farthest downstream of the
sites. would play the most important
role in promotng river navigation. The
large storage capacities at Longtan and
Bapan would facilitate flood control.

Basuo has been selected tor develop-
ment hrse since 1t is medinm-sized
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(1.240 mw), relatively cheap (¥1 billion),
able to be finished by 1990 (betore the
others), well researched, and requires a
fairly straightforward low concrete
gravity design. Funds for Basuo's site
preparation were appropriated in 1982

Next in line for construction prior to
1985 are Yantan and Tianshengqiao-
Bapan. Yantan, at 1,400 mw, is more
moderately priced than Bapan: its geo-
logical conditions are the most favor-
able in the entire valley, and its survey
work is further advanced. But there is
still some sentiment for proceeding first
with Bapan, because of its large storage
(9 billion cubic meters, second only 1o
Longtan) and the potential for integrat-
ing it with Basuo. Bapan probably
could not begin construction until after
1985, which may swing opinion back
towards Yantan.

Longtan, a proposed 4,000-mw dam
with a storage capacity of at least 24
billion cubic meters, is the so-called

154 mil. m*

“dragon’s head,” the key to controlling
the whole valley for both power genera-
tion and Hooding. lts size, complexity,
and cost precludes any attempt to start
construction before 1985; the Chinese
are debating whether to try to target the
completion of Longtan, and the plan as
a whole, by the year 2000, An alterna-
tive is 2005, but the dates only represent
general guidelines at present.

One scheme under consideration is
to construct Longtan in stages, which
would provide power more quickly,
though this might increase the dam’s
per-unit cost.

Progress at Longtan will determine
the construction schedules of the down-
stream plants. Survey work at the
run-of-the-river plants is sull at a very
preliminary phase. At Datengxia, it is
advanced enough that the final site was
chosen this spring.

It is obvious that, although the 10-dam
plan has been approved in principle,
there are still a number of uncertainties
as to when and how it will be put into
practice. Among some of the actual or
potential dithcultes:

Diao River

-
-
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Geology. Much of the Hongshui Val-
lev lies on porous limestone, or karst, of
the type so famous i the nearby tourist
city of Guilin. The Chinese are con-
hdent that none of the dam sites are
located on karst, but some foreign com-
panies sull fear that the geological con-
ditions might be unstable.

Funding. The total cost of the 10-dam
plan is estimated at about ¥12 billion
(86.7 billion). Approval of the plan,
however, only means the beginning of
eftorts to secure financing from sources
as diverse as the World Bank and indi-
vidual Chinese enterprises. This sepa-
ration of engineering planning from
financial planning is apparently quite
common in China.

Bureaucratic snafus. Originally un-
der the old Ministry of Electric Power,
Hongshui planning now appears to fall
under the aegis of the new water power
ministry’s Pearl River Water Conser-
vancy Commission. The commission is
headed by Liu Zhaolun, the former
vice-minister of the Ministry of Water
Conservancy, a man generally believed
to be identified more with Hood control
than hvdropower interests, In a recent
US wur, Liu emphasized that the pri-
mary goal of the Pearl River Basin de-
velopment is [lood control—in marked
contrast to previous official statements

Liu River

Storage: 1.75 bil m*

Yu River



that power generation would be the
main goal. This raises the possibility
that flood control projects on other
rivers in the system could take prece-
dence over the 10-dam plan once the
commission completes a basin-wide
survey in 1984,

Technical disputes. Conflicts be-
tween Hood control and power interests
are more likely to flare over the 10-dam
plan itselt. One dispute is over the
height and storage of Longtan. Power
generation mterests want a 225-meter,
4.000-mw dam, and flood control peo-
ple are pushing for a 265-meter, 6.000-
mw dam, which would practically dou-
ble storage to 55.5 billion cubic meters.
The 1981 national conference clearly
favored the 225-meter dam, but Liu's
commission will probably trv 1o over-
turn the decision when more specific
planning is done on Longtan, The dis-
placement/inundation issue mav come
to the aid of the hvdropower interests.

A related issue is that of run-of-the-
river dams, which power interests sup-
port and flood contral oppose. 1 the
higher Longtan dam is accepted, there
would be no need for the Pingban dam
immediately downstream. Chairman
Livhas argued in favor of enlarging the
scale at Etan, and eliminating the
Bailongtan run-of-the-river dam.

Datengxia. | he most serious dispute
probably is over Datengxia, the Lirthest
downstream dam. Fven belore the mer-
ger of the mmistries, Liu stated  that
flood control should be as important as
power generation at Datengxia. Flood
control interests seem to want to push
Datengxia construction faster, due to s
proximity to the downstream areas that
face the greatest Hood threat. They favon
a larger reservoir capacity than the 2
billion cubic meters recommended by
the old Ministry of Electric Power, and
want the dam to be managed as a Hood
control facility m terms of when the de-
cision is made to release water from the
1eservolr.

I'he Datengxia debate has drawn in
the Ministry of Communications, which
is campaigning for locks to accommo-
date 1,000-ton vessels. Power advocates,
alirmed by the expense of this proposal
and s effects on water management,
msist that 500-ton boats would be sul-
heient. As one power engineer sad at
the 1981 conference, “The Hongshui
should not be thought of as the impor-
tant waterwav. . .. It is only an alpine
imland lake—a channel without an out-
let.” It must gall the power advocates
even more to realize that water trans-
port planming on the Hongshui is not
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being coordinated with the rail expan-
ston schemes of the Southwest Energy
Development Corporation.

The 1981 conference took amuch less
clear-cut stand on the Datengxia issues
than on Longtan, which suggests that
the power-generation position is not as
strong politicallv. A detailed feasibility
study reportedly being carried out In
the Ministry of Communications may
resolve the contlict,

Other Dam Schemes

Although the Hongshui is now cap-
turing the most attention, there are nu-
merous other dam development
schemes in the Pearl River svstem,
many ol them apparently under
provincial sponsorship. For the Li also
known as Gui) River that runs through
Guilin, for example. there is a proposal
to develop a four-dam cascade system;
Canadian engineering hirms are review-
ing one ol them.

Other parts of the countny with active
hydro development:

Southeast China. Water resources
are abundant, but in general only low-
head development is possible i this
area. The January 1981 issue of the
Shui Fadian veported atentative plan to
develop I3=10 low-head stations by the
19905 with a total capacity ol
1.200—1.600 mw. The kev station would
be the LAOO-mw Shuikou plant in Fu-
jian, whose construction may begin
with World Bank assistance alter 1985,
Others mclude the 240-mw Shaxikou
station and two others in Fujian: five
stations in southern Zhepang. includ-
ing enlarging the Hunanzhen station
on the Wuxa River and 300- and 250-
mw stations on the Ou River. where Jap-
anese mterests already have begun sur-
vev work: and three in Jiangxi,
mcluding the Niashan station in the
western part ol the provinee and Guting
on the Shangvou River, upstream from
the 500-mw Wanan staton now under
construction. Many are likelyv to be buil
with provincial Tunds,

Northeast. |.vge-scale hvdro con-
struction began i the 1930s under Jap-
anese occupation. Thus tar, develop-
ment has been concentrated mainlhy
along the Yalu River (in cooperation
with North Korea) and along the upper
Songhuain Jiline The 190-mw Taiping-
warn and the 390-mw Wervuan stations
are under construction on the Yala,
When completed in the mid [980s, the
900-mw Baishan station and the 200-
mw Hongsht station that will use
Baishan's tail water will tap a significant
part of the Songhua’s 3.300-mw poten-

tal. The Chinese are seriously consid-
ering adding 600 mw to Baishan at a
later date. But hvdro interests would
also like to construct more dams in
other. more remote sections of the
northeast. There are reportedly pro-
posals to build 250-500 mw stations at
Buxion the Nenjiang River, and at Lia-
nhuapao and Changjiatun on the
Mudanjang River in Heilongjiang.
However, the potentially richest source
of hydropower in the whole northeast,
the Heilongjiang (Amur)y River itsell,
will not be exploited any time soon due
to 1ts position on the Sino-Soviet
border.

Sichuan. The upper reaches ol the
Yangzi (Jinsha) River and its tribu-
taries, as well as the Lirge rivers of Tibet
and upper reaches of the major South-
cast Astan rivers in Yunnan, contain by
lar the most abundant of China’s hydro
resources, But the region’s remoteness
means that the vast majoriy of favor-
able dam sites will not be developed m
the toreseeable Tuture.

Severalvery large dams on the Jinsha
and Yalong riversin Sichuan were given
serious consideraton i 1978=80. but
these all appear to have been
postponed mdehnitely, including the
Lrtan project examined by US firms
and the US government, due to lower
projected demand tor the area. The hy-
dropower design msutute in Chengdu
has recommended that planning in
Sichuan be concentrated on the Dadu
and Yalong Vallev. and on the down-
stream section of the Jinsha from Du-
kou to Yibin, leaving the upper Jinsha
for the Tuture,

Immediate imvestments m Sichuan
are to be concentrated in three projects:
the 600-mw longjiesi station on the
Dadu near Leshan, which is begimning
construction this vear just upstream ol
just upstream from the already com-
pleted Gongzur station: the 180-mw
second stage of the Yuzizi project: and
the 120-mw stage of the Nanva River
project.

In the near term, new investments
will probably go toward medium-scale
projects. Advanced plins tor the 640-
mw Baozhust  staton near could
be implemented nexcil the imundanon
and relocation problem can be solved.
On the Yalong River, attention has
shifted from Evtan to the proposed 100-
mw longzling staton near the rivers
juncture with the Yangsr, Design work
18 also proceeding on the Pengshui sta-
tion on the Wu River. The upper Min
River rounds out the list ol the next
priovites, Ea
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Hydro planners
may be forced
to tap local
funds, foreign
loans, and pri-
vate investors.
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ven though the high priority of
hydro last vear led 1o a small
funding increase in both rela-
tive and absolute terms, fiscal retrench-
ment poses a4 major constraint on
growth. As the People’s Daily vecently
pointed out, “investment will not be
great,” despite the great importance at-
tached to water power development.
lhe US government estimates that
Chinaspent ¥2.7 bilhon ($1.5 billion)—
ho percent of the total vestment n
clectric power—on hvdro last vear. But
probably about ¥0.8 billion of this went
to upgrading or renovating existing sta-
tnons. Only about ¥1.9 billion was allo-
cated to building new capacity—an
amount sufhcient to add about
1.300mw.

Tapping Local Funds

A critical energy shortage mav jolt
Chinese leaders mmto appropriating
more for hvdro. But the government
probably will pursue other avenues of
hmancimg hirst,

One possibility is to tap the budgetan
surpluses ol provincial governments, as
well as the excess cash controlled by en-
terprises under the decentralizing re-
forms. In the coal and thermal power
sectors, for example, ¥4 bilhon re-
cently was raised from local authorities
lor projects manced i part by the cen-
tral government. Insome cases, energy-
consuming enterprises are either re-
ceving a hxed return on their money n
the manner ol Western bonds, or are
guaranteed a quota ol coal or electricity
from projects in which they invest.

[tis onlyvamatter of tme bhelore these
methods will be applied m the hydro
sector as well. The People’s Deuly recently
called tor hydro “jointventures between
central and local authority, and some by
the jotnt ellores of localities them-
selves.”

[hough some local tunds may be
used for large projects, reliance on local
funds s likely to mean that a consider-
able portion of hydro construction will
consist of smalland medinme-sized proj-
cots on smaller rivers. According 1o the
People’s Darly, such ])ln}t'( ts could add as
much as several hundred megawatts per
vear i stations with 30-50 mw generat-
ing units in the water-rich southern
pProvinces.

Notonly are these stations cheaper to
build, but they can be completed more
quickly than the Lairger projects—an at-
tractive leature for localinies that want
power immediately, These advantages
do much 1o oftset the higher unit costs

of the smaller facilities. The potential

for coordination problems between the
large and small plants is the only real
drawback to this scheme. Small plants
on river tributaries under provincial
control sometimes seem to be proceed-
ing independently of central-govern-
ment plans 1o develop larger rivers,
[his poses problems for electrical load
and water management,

Tiny plants of several tens or hun-
dreds of kilowatts already account for
about 6,500 mw, or 33 percent ol
China’s total hvdro-generating capacity,
Ihe central power authorities have
complained about the effects of smaller
hvdro plants on the larger stations, and
It remains to be seen whether better
coordination will be achieved in the fu-
ture.

Foreign Capital

Another important alternative fon
funding is foreign mvestment. The
MOSE Promising sources are nonprivate
lending agencies, particularly the
World Bank and the Japanese govern-
ment.

Ihe World Bank is activelv consider-
ing three hvdro projects. O these, the
G00-mw Lubuge dim on the Huangni
River in Yunnan is hikelv to proceed the
maost quickly as it s the smallest and
least expensive. and preparations are
the furthest along. The Chinese had
begun excavation work belore readjus-
ment brought things to a standstll two
vears ago. [eis conceivable that loans in
the $100=%200 million dollar range
could be made as early as mid-1983.

Some site preparation work also was
donein the Le 1970s acthe Tiansheng-
quao-Basuo site on the Nanpan River
along the Guangxi-Guizhou border.
1 he World Bank, however, is unhkely 1o
fund this 2.000-mw project for at least
another 3 vears. The 1400-mw Shui-
kou dam i Fujian would probably re-
ceive monev even later, although
consulting hrms are currently reviewing
this project. as well as Lubuge. under
World Bank auspices.,

Anyv bank funding will require a
meeting of the minds between the bank
and the Chinese on procedures and
rules—including the role ot outside
consultants and contractors. Since the
Chinese are uswally slow 1o reach such
understandings with loreign agencies,
this issue could verv well push back the
tmetable.

Fhe availabiliy of monevis an equally
serious problem. Alveady, it appears
that over S1O0 million dollars ol colin-
ancing will be vequired from non-bank

sources for each ol the three projects,
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This 1s no more assured than China’s
acceptance ol what could be ngh nter-
est rates, The bank funds themselves,
for that matter, undoubtedly will be
made available through its TBRRD inter-
est rate (currently 117 percent), rather
than concessional 1DA rates.

IThe most likelv candidate for coh-
nancing is Japan’s Overseas Economic
Cooperation Fund (OECEF), which has
charged a mere 3 percent interest on
30-vear loans. It, however, is already
going its own wav in China. Several
hundred million dollars were in faa
committed to China in late 1979 for the
L500-mw Wugiangxi dam in Hunan as
part ol a 6-project package. As the Chi-
nese have suspended its constructon,
with no guarantee as to when o
whether 1 will start up agan, the Jap-
anese have shifted the funds o other
strapped projects such as the Baoshan
Steel Mill. Yet reports i the Japanese
media, ctng “imformed sources”, are
suggesting that the Japanese will hegin
funding 2 new small dams of 300- and
250-mw capaciy on the Ou River i
southern Zhejpang o few vears. Soil
surveys at the sites reportedly are being
conducted under Japanese governmen
auspices. Whether the Japanese would
colimance World Bank projecis as wellis
sull unclear.

I hiere has been some government-to-
governmaent discussion of Brazihan
hnamcing ol a 240-mw project ae Sha-
xikou on Fujan’s Min River. Brazihan
hvdio engineering hirms veportedly e
using Chimese labor on some Niddle
Last projects, which could conceivably
become a part ol a Lkuger package deal

The Chinese also e secking privae
mvestment, particalaly in the south
west. Guangxa Province approached
Hong Kong hnancers tor bilhons of
dollars for hyvdropower projecis. Most
schemes for attracting this kind of
moneyv involve the export of eleciran
to Hong Kong. or nunerals and metals
CXPOTLS ll('\('ll')')l'(l with the benehit of
the II\(!]I)])U\\('L

But the feasibilinv o exporting hvdro
clectriciny has not been ascertamed
Ihe demand may not he there, and the
hvdro imterests could casilv come into
conflict with the Southwest Fnergy De-
\('Ill[HIIt'III ( Orporation. o consortim
of muustries and provinces thatis tiving
Lo attract i|n|1g ]il?li'_‘t.l'llhll I(J(l"\1'|u|)
Guizhou coal for Hong Kong's powen
plants.

Developmg mimeral resources i con-
junction with hvdropower will also re-
quire a degree ol bureancrane and

regional cooperation winch has eluded
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the Chinese in the past. not to mention
willingness in Beijing to spend some
domestc bunds. Moreover, the mterna-
tonal demand tor mimerals and metals
is solt. Given these uncertaintes, the
prospects for significant foreign invest-
ment in China’s hvdro developmentare
by no means assured. Ed

China’s dams
tend to take
longer and cost
more to con-
struct than
originally
planned. The

reasons are
easy to find.

he Chinese have accumulated

considerable hydro dam ex-

pertise in the course of con-
structing more than 30 projects larger
than 100 mw since 1949, The 2.700-mw
Gezhouba project, a giant by world
standards, will be a testimony 1o Chi-
nese engineering and technology when
it is completed. American hydropowel
engineers almost without exception
praise the technical capabilities of then
Chinese counterparts,

But China's dam construction is
plagued by the twin problems of long
construction times and cost overruns.
At a 1982 natonal meeting on electric
power, 1t was admitted that whereas
“construction of a large or medium-
sized project generally required 3 and 5
vears to complete” up o the mid-1960s,
“it now requires 5 oand 10 vears.” Fre-
quently, the Chinese have predicted 10-
vear construction oveles for projects
that American engineers feel they
could complete 6 or 7 years.

”I&‘ d\"'-lu(' COsl gll'ﬂl Il.i\ 1 |('.l\f(|
since the mid-1960s, from ¥1,024 per
mw to more than ¥1LA00 per mw now.
I'he most spectacular cost overruns and
construction delavs in recent vears have
aftected the 1L100-mw Longvang dam
on the Yellow River in Qimghat (com-
pletion delaved undl 1987, 2-3 vears
behind the original 7-vear construction
schedule, with costs mmcreasing from
Y00 miullion to ¥4 billion)., and the
H00-mw Bashan station on the Song-
hua River in Jilin (completon delaved
until 1985, 3 vears bevond the 7-vea
schedule, with costs rising from ¥360 o
YR80 million). This does not even men-
tion Gezhouba, which was halted com-
pletely for 2 vears in the mid-1970s.

One important cause ol the delavs
and overruns is that resources have
been spread over too many projects. In
essence. China’s readjustment policies
mean reducing the number ol such
'Jl'Hj(‘( ts so that a few can Proc ceda full
throtle.

Ihere also has been a tendency
times, given the miensely pohucal na-
ture ol the strugele for mvestments, 1o
seek central government approval for
projects betore the engieering prob
lems are roned out. Consequently, seri-
ous problems may surtace—and delays
ensue—when constructon begins, This
was certainly the case at Geszhouba,
which was pushed forward by Premier
Zhou Enlai. The central government
hopestosolve this problem by demand-
g feasihility studies.

Ihere are, however, technological
reasons for some of the dithcultues the
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Chinese have encountered in dam con-
struction. To menton a lew:

Geological analysis. The Chinese
tend to gather an enormous amount of
geological data belore starting a proj-
ect; the many bore holes and small caves
along hydro sites attest to that. Sull,
sonte observers teel that cooperation
between geological engineers and the
structural or hvdraulic engineers is not
all 1 could be. Bureaucratic divisions
between geology and design personnel
may be part of the problem. Atany rate,
there are some striking examples ol
geological problems encountered in the
midst ol construction. According to the
Hong Kong Communist newspaper
Wen Wei Po, builders at the Longvang
site discovered three faults during con-
struction, requiring large volumes of
extra cement for grouting. This was a
major reason for construction delays
and cost overruns. Inaddition, 1t neces-
sitated a reduction in the planned gen-
erating capacity from 1600 to 1,280 mw.

Dam design and construction. '1he
Chinese have ended 1o follow Soviet
prejudices, lavoring concrete gravity
and arch structures over carth and
rock. They lack experience with earth
and rock. But earth-rock dams, where
the geological conditions are appropri-
ate, can save a considerable sum of
money in construction material cost,
Sometimes materials that would have to
be removed anvwiy during dam excava-
ton can be used.

A related 1ssue 1s that of construction
equipment and machinery. To bhuild a
Lirge, modern earth-rock or concrete
dam expeditiously requires much
larger and more elhicient earth-moving
and transportation machinery than is
currently made and used i China,

Turbines. Powerhouse construction
techniques resemble those in the US.
But turbine technology lags bhehied.
China’s largest power turbine to date is
300 mw. The inabilitv to build larger
capacity units restricts the size of hydro-
plants at some sites where the physical
space available can house only a few tun-
bines.

Moreover., Chinese turbines deliver
about 10 percent less power than West-
ern turbines of similar size, and require
considerably more steel to build.

LExperience with large Francis Kap-
lan (high-head) and with all wpes ol
(low-head) turbimes 1s believed 1o he
particularly Tacking. China’s most am-
bitious leap into Kaplan technology has
bheen the manufacture of 170-mw units
by the Donglanghong plant i Sichuan:
these units mav be the largest ol thew
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type in the world. How well they per-
form remains to be seen. Data on the
trial operation of two units over several
months suggests a relatively low rate of
utilization.

I'here is obvious interest in foreign
technology {or bulb-tvpe Kaplan tur-
bines, which operate at extremely low
heads of 5-10 meters. Three such units,
rated at about 19 mw each, were pui-
chased trom Voith AG, Austria, in 19749,
for the Majitang Station on the Zishu
River in Hunan.

In addition, Allis-Chalimers of the
US, one of the premier hydroturbine
manufacturers in the world, has
reached a cooperation agreement with
the Ministry of Machine Building in-
volving “hydropower equipment and
related technologies.” This 1s not be-
lieved to involve a Tull-fledged licensing
program, but rather an agreement to
cooperate on jobs in China and around
the world. Factories in Chima would
participate in the manufacturing with
Allis-Chalmers assistance when orders
are received.

Transmission. Many ol China’s good
potential hvdro sites—including those
in the Hongshui valley—are located 1in

the south and west, more than 1,000 km
from major load centers. Hence, high-
voltage transmission lines are necessary
to prevent unacceptable line loss. China
is in the process of installing several
500-kilovolt (kv) transmission lines, in-
cluding one from Gezhouba 1o Wuhan.
(The others are from thermal plants.)

But the question is: How willing are
the Chinese to use foreign equipment
for key components such as transfor-
mers and substations? The first 500-kyv
line, completed last year and running
from Pingdingshan to Wuhan, used
transformers, protective relays, and in-
ductance devices from France and Swe-
den. There is probably growing
])l’f‘."«.‘llll'{‘ now o i)l’(](l”'{‘ “ull(’]] (‘(]l[i[)-
ment from Chinese factories licensing
Alsthom Atlantique, and ASEA equip-
ment, though many observers feel the
quality standards of Chinese factories
are still too poor.

In the future, a substantial technical
leap to high voltage direct current
transmission will be required if domes-
tic equipment is to be used to transmit
power [rom some ol the more remote
dams—including the colossal Three
Gorges project—that are under study.
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China finally
has begun pay-
ing for some of
the consulting
services of for-
eign firms.
Much of the
money, how-
ever, still comes
from abroad.

he question of loreign en-
gineering involvement in Chi-
nese hvdropower construc-
tion is a very sensitive one. 'The Chinese
are stll not accustomed to the idea of
paving lor consulting services. They are

Justihably proud ol the expertse they

have accumulated in dam construction,
and the self-reliance philosophy is be-
lieved to be especially strong in the
Water Conservancy and Electric Power
Ministry.

Almost every Chinese press release
about Gezhouba takes pains to mention
that the Chinese have built the project
by themselves. Some loreigners suspect
that Minister Qian, Gezhouba’s main
sponsor, believes in a more literal inter-
pretation of selt-reliance than officials
in the old MEP.

Under these circumstances, it 1s un-
likely that foreign engineering com-
panies will obtain projects in China that
give them primary design, equipment
procurement, or COnstruction manage-
ment responsibilities. But this does not
mean that the Chinese are uninterested
in the expertise the firms have to offer.

I'he Chinese received considerable
free advice from a number ol hirms in
the 1978-80 period. Since then, they
have gotten free help from the US Army
Corps ol Engineers and Bureau of Rec-
lamation, and on occasion have asked
American hrms to troubleshoot
specific projects under construction,
again without pay. The Chinese have
been imterested both in outside opin-
ons on spectfic engineering problems
and in the techmical and economic
methods of analysis used by loreign
companies.

In the last vear companies began to
be paid for conducting preinvestment
studhies ol Chinese dam sites for the
World Bank and other mternational
lending agencies. The consulting firms
are Snowyv Mountain of Australia
(Lubuge): the American giant Interna-
tional Engineering Company, a sub-
sichiary ol Mormsson-Knudsen (Shui-
kou, a second possible World Bank
project): and a consortivm of three Ca-
nadian hrms—Le Group SNC,
Shawinigan, and Acres International.
The latter study is for a 200-mw project
at Zhaoping on the Gui River in
Guangxi. which provincial authorities
hope to submit to the hank. The chientis
the Guangxi Provincial Eleciric Power
Bureau, not the water power ministry.

IThese contracts share several lea-
tures. They basically mvolve reviewing
plans the Chinese already have devel-

oped. The main contribution from the
companies is advice on scheduling and
managing construction using equip-
ment with which the Chinese are un-
familiar, and on preparing bidding
documents. In each case, the money for
the studies comes from outside China:
from the UNDP lor Internatnonal En-
gineering Company (IECO), and from
the Australian and Canadian govern-
ments for the others.

Most feasibility studies are
still funded by the UN or
foreign governments.

The Japanese government is oflering
funds to Japanese firms through the
Japan International Cooperation
Agency lor the 300-mw Tankang and
250-mw Huangpu dams on Zhejang’s
Ou River. The oreign parties seem to
be playving a more extensive role here.
I'hey will help determine the tvpe of
dam to be built at Lankang and are en-
gaging in cartographic, soil, and geo-
logical survevs, according to the
Meiniche Daily News. The surveys, which
will include cost estimates, are likely to
last three vears. The Chinese hope to
obtain Japanese government assistance
[or construction.

Ihe Brazilian firms Themag and
Mendes Junior are discussing the 2:40-
mw Shaxikou project i Fujian, bt
whether or when the Brazilian govern-
ment will fund a formal survey is un-
clear. European engineering firms also
are discussing the possibility of con-
ducting government-funded studies
with the Chinese and their home gov-
crnments. The US government already
has gotten into the act by Tunding a
private survey ol Tanshengqiao (see
page 24).

Ihe willingness ol loreign govern-
ments to lund these studies reduces the
chance that China will spend its own
money on leasibiliy stadies anviime
soon. The big question s what will hap-
pen when construction begins. TECO,
for one, believes that as the Chinese
gain experience working with foreign
fivms. the scope of cooperation—and
compensation—will gradually expand. %
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Gezhouba, Huber. 2.700 mw (2 x
170, 19 x 125);

crete-gravity; storage L6 bln m*: power

70 m high: con-

output 138 min kwh: low-head 15.6 m
run-ol-the-river plant: three units in
operation by 1982, completion targeted
1987, Originally intended as reregulat-
mg dam for Three Gorges.
Longvang, Qmghai. 1280 mw (4
X 32000 178 m (highest i China);
890 m long: concrete-gravity arch dam;
storage 207 bln m ontput 6 bin kwh
hrse generator mstallation in 1985
complenon target 1987, Delavs caused
by discovery of Laalts ae site. Flectricin
t supply Norh China. probably via
500-ky lines
Baishan, Jilin. 900 mw (3 x 300):
150 m; 667 m long: concrete-
gravity arch dam: storage 6.2 bln m*;
construction began 1975, Due to major
delavs first generator to be installed
1983,
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Ankang, Shaanxi. 800 mw (1 x
200); under construction since

1978

Wupangdu, Guizhou. 630 (3 x
210) mw: 165 m: concrete-gravity

arch dam: 2 units mstalled hy 1982,

One of hirst daims i counury built 1n

karst-limestone area,

B longjies Dadu River, Sichuan,
GO0-mw: o hegin construction

second hall 1982 probably 1o he coor-

dinated with nearby 700-mw Gongzu

dam.

Wanan, Gan River, Jumgxi. 500
mw: under construction since

1978,

B Dongpang,

Hunan. 500 mw (4 x 125): 157 m:

Leishur River,

concrete: under construction since

1978 storage 8.1 bln m?

© Bailongpang River. Gansu,
\bout 500 mw, probably addi-

tnon to existing faciline at Bikou.

—~—— O Planned,

@

r-

|
®,
u .{i\\“

Legend:
W Under Construction,
500 mw or more

@ Under construction,
under 500 mw

[ Planned,

500 mw or more

under 500 mw

Min

@ Luanhe River, Hebeio 450 mw (]

X I50-mw tirbine, 3 x 100 pump-
storage units): 107.5 m: 1LO40 m long:
storage 2.9 blnm*: electriciy output
520 min kwh; one generator commis-
stoned 1981 Major political battles con-

cerning diversion to Tuanjin

@ Dahua Guangxi.

100, 600 mw atter Longtan com-

10O mw (1 x

pleted): 79 m; concrete: targeted o
completion 1983 storage 3510 mlon m';
locks 1o accommodate 200-ton ships.
@ Linden, Hunan, 100 miw,
® Wenuwan Jiling 390 mw: unde
construction joimth with North
Korea: power to be shared.
@ Maotiaohe, Guizhou. Expansion
of cascade svstem from 240 mw 1o
H00 mw under wav.
Hongshi, Jilin. 200 mw; will use
Baishan tal water: construction
began 1981,
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@ 'cipingwan, Liaoning. 190 mw;
under construction jointly with
North Korea: power to be shared: com-
pletion target 1985,
@ Yusixi River, Sichuan. 160 mw.
@ Nama River. Sichuan. 120 mw;
began construction 19820 part ol
cascade series.
Huanglongtan, Duhe River,
Hubet. Possibly 100 mw to be
added to existing 150 mw. High con-
struction priority for the T980s,
@ Hunanzhen, Wuxi River, Zhe-
jlang. 80 mw additon, to 170;
128 m.

government funding private sector en-
gineering studies,
28] Huangguoshu, Dabang River.
Guizhou, Proposed dam possibly
2.000 mw, one of highest construction
priorities in [980s,
Xiaolongdi, Henan. Proposed
1.600 mw (4 x 400); 151 m.
Postponed due to silting problem.
Longmen, Shanxi-Shaanxi. Pro-
posed 1.500 mw (5 x 300); 200 m.
Postponed indefinitely due to siliing
problems, high cost.
Wugqiangxi, Yuan River, Hunan.
Proposed 1.500 mw: 100 m.

Hydroelectric Projects

under Construction or
Planned

lhree Gorges, Huber-Sichuan.
Proposed as 25,000 mw; 200 m;
concrete; storage 70 blnom'. Exact site
not selected. Project controversial. bui
now believed 1o bhe on construction
agenda lor late 1980s, Tnundation/dis-
placement problems may change plan
1o 6,000 mw low-head dam.
Bathetan, Sichuan-Yunnan, Pro
posed 10,000 mw; 270 mw: con
crete. Postponed indelimitely.
Numgja, Sichuan-Yunnan. Pro
|1fm'd £.000—6.000 mw: 1300 m;
carth-rock. Most accessible ol Jinsha
River sites, but still postponed mdelm
nely,
Jinping. Sichuan. Proposed
500 mw: mvioving 16-km pres
sure tunnels 1o create 300-m head.
Probably lower priority than Frtan
Longtan, Guangxi. Proposed
1OOO mw: 225-m: storage 271
bln m*. No plans to buld betore Lue
19805, due 1o cost. Flood control mier
ests arguing for 265-m dam. Keviorey
ulating the Hongshuw
@ Frtan. Sichuan I'|u|)cm-|l 5,000
mw (6 x 500, or 5 x 600): 245 m:
concrete-graviny arche Postponed fon
immedte future, due 1o lower pro
jected power demand in Dukou area

lanshengqiao Guangxi

Porposed 25400 mw;

Guizhou
first prioriny on Hongshun svstem. 880
mw, H8-m, concrete Basuo low dam to
be built strting 198384, followed In
1.OSO-mw, 180-m Bapan rockbll high
dam, then expansion ol Basuo to 12440
mw. -km pressure tunnels pare ol

plan. World Bank financing sought: US
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Funded with cheap Japanese govern-
ment loans. but blocked tor time being
by opposition to inundation of 13,000

hectares.

@ Yantan, Guangxi. Proposed 1400

mw: 108 m; storage 2.0 bln m.

Shuikou, Min River, Fujian. Pro-

posed 1LA00 mw (7 x 200): 95 m:
storage 2.3 blnom': power generation 5
bin kwh. World Bank Funding sought
for secaond hall of T980s, engineering
study by International Engineering.
Inundation o 54,000 hectares majol
problem
@ Datengxia, Guangxi. Proposed

1200 mw: 79 m. Storage volume
under debate, possiblv 116 bln m.

Fransport capacity also an issue.

Baozhust. Stchuan, 640 mw:
planning advanced. but held up
by inundation problem. Sull hope 1o

construct m 1980s

L.ubuge. Huangni River. Yun-

nan. Proposed 600 mw (4 x 150):
100 m1: rockhills 9. 4-km pressure tunnel
1o create 310-m head. Highest priorn
hivdro project for World Bank in Chima
Construction under way brietly 19749,
may resume 1983-84, Engineering sur-
vey by Snowy Mountain (Australia).

Power for Yunnan

Fran, Guangxi. 500 mw to be

added to 60 mw: 60 m: run-of-
river dam. Construction to begin alier

completion of Longtan.

Qraogong., Guangxi E’Iupuw(l

SO0 mw: 55 m: run-ol-river dian:

to be buile abier Longtan.

longziling, Sichuan. 400 mw;
low-head dam. Now has higher
construction priority in 1980s than Er-
tan; eventually would be reregulating
dam for Ertan. Sedimentation poses
problems.
Pingban, Guangxi. 360 mw; run-
of-river dam. Will not be built if
larger Longtan size chosen.
lankang. Oujiang River, Zhe-
jlang. 300 mw. Japanese govern-
ment conducting engineering survey,
considering financial assistance in late
[980s,
Lianhuapao, Mudanjiang River,
Heilongjiang. 250-500 mw.
@ Changjiatun, Mudanjiang River,
Heilongjiang. 250-500 mw.
@ Buxi. Nenjiung River, Heilong-
jlang. 250-500 mw,
@ Huangpu. Oujiang River, Zhe-
jang. 250 mw; rockhll dam. Jap-
anese government conducting en-
gineering survey, considering hinancial
assistance n late 1980s.
Shaxikou. Min River, Fujian. 240
mw. Negotiating investment with
Brazil. High provincial prioriy in
1980,
Zhaoping, Guangxi. 200 mw (35 x
G6); 80 m: concrete-graviey, run-
ol-river dan. Part ol - cascade: of
which one already built. Engineerimg
survey by Canadian lirms. Foreign in-
vestment may be used.
@ Bailongtan, Guangxi. 180 mw; 22
m: run-ol-river dam o be builtin
conjunction with Longtan.
Yanguoxia, Gansu. Several hun
dred mw to be added to existing
dam to take advantage ol water hrom
Longvang Reservoir. High construction
prioriny for 1980s.
Pengshui, Sichuan. Design ad
vanced. high construction pri-
ority for 1980s.
Dongleng, Guizhou. Design ad
vanced, high constructon pri-
oriy tor 1980s,
Dadu River, Sichuan. Cascade
Svstem planned for streich
160-240 ki from Chengdu.
Manwan, Yunnan. Hhghese pri
oriy amonyg Lancang River cas-
cades: construction planned tor 1980s.
@ Niaowan, Yunnan. Second-high-
est prioriy among Lancang cas-
l.“l("v.
Guting, Shangvou River, Jrangxi.
“Medium-sized™ station pro
posed tor construction before 19490
Niashan, Jungxi "Kev project”
for Gan River Basin develop
ment. Inundation and relocation pose

problems. Moartn Wel
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A $400,000
grant for a hy-
dropower study
in China gives
US firms the
chance they
have been wait-
ing for.

Richard E. Gillespie

he US-China Hvdropower

Protocol, one ol 17 such sci-

ence and technology pro-
tocols signed for information exchange
since 1979, may soon begin generating
business for US engineering companies
and equipment suppliers. A $400,000
[vade Development Program (TDP)
grant will fund an engineering study by
a US firm for the proposed Tiansheng-
quao (“Bridge of Heaven”) dam on the
Hongshui River along the Guangxi-
Guizhou border. TDP funds are given
by the State Department to promote
trade opportunities for American busi-
ness.

I'his grant grows out of a new govern-
ment approach toward the Hyvdro-
power Protocol—to concentrate US
resources on o just one top-priorin
China hydropower project. The
Hongshui River emerged as the pri-
ority after the State Council’s approval
last fall of the 10-dam plan for the devel-
opment of the Hongshui.

AUS Army Corps of Engineers team
that examined the Hongshui in Oc-
tober=November 1981 recommended
mmmediate construction of upstream
power |:|.|1;t.\ Al two sites nean
Lanshengqiao, where the river’s great-
est grade ditferentals occunr.

Ihe two new coordinators of the Hy-
dropower Protocol, Deputy Assistant
Secretary ol Commerce Fugene Law-
son and the Ministry of Water Resounr-
cesand!Electric Power’s Zhou Jingde,
originally discussed commiting 1DP
funds to the Shuikou project in Fujian.
But after the Chinese decuded 1o use
UNDP money for Shuikou, the two sides
agreed that the monev should go 1o
Lanshengqiao.

anshengqiao eventually will en-
compass an installed capaciy of 2,800
mw—1.240 mw at Basuo’s low diversion
(concrete graviy) dam, and 1LOBO mw at
the Bapan high rockbill dam and power-
house. Two penstock tunnels, each 9
meters i diameter and T kilometers
long, will serve the Basuo power faciling
iitially. A third is planned for con-
struction when the Bapan dam is com-
[J|(‘Irr|,

I'he US government recognizes that
lanshenggiao offers one of the best
opportumties for the private sector n
Chma, as itis one of the projects under
serious consideraton for funding from
the World Bank. Bank funding would
generate mternational bidding i areas
where the US is highly competitive, in-
cluding explorvatnon drill equipment.
high-speed carth-moving equipment,
computers, and turbine generators, as

well as engineering and perhaps con-
struction management services.

I'he June grant will pay for these US
engineering services: preparation of a
technical-alternatives study for the
Basuo tunnels, guidance for Chinese
tender document preparation on
Basuo to meet World Bank standards,
and preliminary conceptual design
studies on selected aspects of the Bapan
dam.

It planning continues on schedule,
apphcations from companies should be
solicited via the Commerce Business Daily
in late September. Interested com-
panies will then be allowed 45 days in
which to submit prequalification pack-
ages, from which the normal “short list”
will be developed. The Corps of En-
gineers will be prepared 1o assist the
Ministry of Water Conservancy and
Electric Power in selecting the US en-
gineering company. A decision is ex-
pected before the vear's end.

If the Basuo grant proves successiul,
IDP will consider making a second
grant from its fiscal vear 1983 and 1984
budgets to the Chinese lor engineering
work on Bapan.

Including the Private
Sector

The decision to fund a private hrm
rather than a US government agency
removes a thorn lrom the side of the
private sector. Afier Vice-President
Mondale signed the Hydropower Pro-
tocol in China in September 1979, the
private sector has complamed that the
agreement promotes government-to-
governiment Hmpt'l'ii[iun at the expense
ol private-sector initiatives.

Annex 1 wo the protocol, signed on
March 15, 1981, set forth the areas of
cooperation 1o be pursued in 198081,
and called for engineering assistance
on several major hydroelectric proj-
ects—principally Longtan and develop-
ment of the Hongshu Basin, Three
Gorges (Sanxia), Ertan on the Yalong
River, and construction on the Yangzi
River Estuary. But, even though US en-
gineerimg hrms had carlier discussed
Longtan and Ertan with the Chinese.,
the Annex only provided for exchanges
with the US Army Corps of Engineers
(for Longtan, the Hongshu, and the
Yangzi Estuary), and with the Bureau of
Reclamation (on Ertan and Three
Gorges). Iraining of Chinese specialists
I water resources management and
power grid engineering was to be car-
ried out by the Tennessee Vallev Au-
thority and the Bonneville Powel
Admimistraton. The private sector was
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excluded, even though the exchanges
ol delegations eventually were funded
by $475,000 worth of TDP grants—
money that is supposedly earmarked to
help the private sector.

US government agencies answered
the critics by explaining that it was the
Chinese, not they, who had turned 1o
the public sector tor support. Due toits
lack of experience in dealing with for-
eign business, the argument went, the
ministries of Water Conservancy and
Electric Power clearly felt more com-
fortable working with US government
agencies. Ambassador Holsey Handy-
side, the former US hyvdropower coor-
dinator, claims that the government
stepped in primarily to keep the door
open fon \lll:\('qilt'nl l)]'i\'.lll' sector in-
volvement.

Pressure from business nevertheless
produced a gradual shift in the govern-
ment policy. Particularly active in devel-
oping a business-government dialogue
on the subject was the National Council
tor US—China Irade (in particular s
Fngineering, Design, and Construc-
tion Services Committee), along with
the American Consulting Engineers
Coundail. Private-sector engineers rep-
resenting both organizations partici-
pated in three 1981 delegations to
China under the protocol.

I'he change became more marked to-
ward the end of 1981, as Chinese and
US negotiators began 1o discuss the
198284 program to be developed un-
der Annex 1. Hard bargaining was
needed to increase the role of private
firms. The Chinese, though eager o
US engineering assistance, were not
willing to pav for it. They had been con-
dinoned o free engineering support
from other foreign countries.

Meanwhile, US government funding
for the completion of Annex I had been
reduced to a trickle by late 1981, causing
an indehnite delay i the visit by PR
power transmission engineers to the
Bonneville Power Administration, and
a decision to delay raining programs
for Chinese engimeers and technicians.

Future of the Protocol

Belore Annex 11 1s formally signed,
perbaps this summer, both sides will
probably have 1o reach some coopera-
ton agreement for Longtan. Ertan,
and Three Gorges. There 1s also un-
finished business from Annex 1, includ-
ing practical training within the
American engineering community
(some GO engineers under two pro-
arams i\()llll‘ he It‘|i||('(| fon ;lt‘]llltl\
ranging up to 12 months). and the long-
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delayed power grid technology delega-
ton under sponsorship of the Bon-
neville Power Administration.

Funding for protocol acuvities will re-
main a problem. Ttis doubtful that US
engineering hirms will either provide
services, or accept PR( engineers for
training, without charging fees.

American firms sull hope that some
additional government funds may be
found for Annex I1. However, 1DP
funding bevond the $500,000 already
committed will require congressional
approval, which is unlikely in the cur-
rent atmosphere of austerny. Little tea-
sibility study money is avatlable from the
Overseas Private Investment Corpora-
tion, and the US Eximbank emphasizes
goods and equipment, rather than ser-
\i(('\,

I all, there is a strong teeling among
US businesses that the Hvdropower
Protocol can open the door for the pri-
vate sector, For maximum cooperation
to take place. however, the Chinese
must come to understand why Ameri-
can engineers must charge lor their
work, and recognize that China stands
to gain the most if foreign consultants
can help them shorten construction pe-
riods and lower overall costs. Business
leaders hope that the US government
will convey this message to China while
implementing the Hyvdropower Pro-

e

tocol. T

Richard Gillespie is assistant divector of

the Council’s Business Adviory Services De-
patment. e has accompanied froe delega-
tions to China since joining the Counetl in

1979

The decision to

fund a private firm

rather than use a gov-
ernment agency |
removes a thorn from
the side of the private
sector.
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Before: 52
After: 41

Number of ministries &
commissions

¢

—21%

Before: 505
After: 1677

Number of ministers and
vice-ministers!

¢

—67%

V

Before: 64
After: 58

Average age of ministers
& vice-ministers!

¢

— 9%

Number of departments Before: 720
& bureaus in ministries & After: 488
commissions’

{

—32%

V

Before: 2,450
After: 1,398

Number of department &
bureau heads’?

(

—43%

/

Before: 59
After: 54

Average age of depart-
ment & bureau heads?

(

THE REFORMS AT
A GLANCE

> — 8%

> +15%

Before: 37 %
After: 52%

Percentage of college-
educated ministers & vice-
ministers

:

+13%

Before: 36%
f\f[('r: 49%

Percentage of college-
educated department &
bureau heads'?

)

'Based on data for 38 ministries and commissions.
“Excluding those holding concurrent posts.
‘Based on data for 28 ministries and commissions.

hina 1s 1in the midst of a

“revolution in administrative

structure,” in the words of
Communist Party Vice-Chairman Deng
Niaoping. The development that has
been most widely publicized in the West
has been the two-staged streamlining of
the State Council between March and
May 1982, But the leaderships admin-
istrative reform program is even more
far-reaching, extending into at least six
areas.

For openers, China has begun a
large-scale transition of power from the
Deng Xiaoping—Chen Yun generation
to their successors. No leader of i one-
party state in the past has effected such a
transition during his life. This time the
prospects for success are reasonably
good. Under the guidance of Deng and
Chen, Communist Party Chairman Hu
Yaobang and Premier Zhao Zivang are
beginmning o cement their positions
and nstall thenr “teams” in the Party and
State apparatus.

Because so much of Chinese politics
hinges on the personalities. back-
L'.lflllrl(]. and activities ol second-level
Chinese politicians (see The CBR. May-
June 1982, pp. 22-28) 1t is very impor-
tant to examine who s on the second
team and what they think. Manv “un-
knowns™ were promoted as ministers
and vice-ministers between March and
Mav. Some of these mdividuals will be
the political leaders of the next genera-

Lo,

Constitutional Reform

On April 27, the Stunding Commit-
tee of the National People’s Congress
released a dralt of a new state constitu-
ton. This will be sent to the full NPC o
be ratihied as the fourth state constitu-
tion since 1919, The draft makes several
important changes in state structure
and in the relationship of the govern-
ment to the Communist Party.

Defining roles. 1he new constitution
goes a long wayv toward further separat-
ing and defining the roles of Party and
state. The most conspicuous example of
this 1s the establishment of a Central
Military Council “to lead the armed
forces™ of the PRC, with the Council
chairman serving as military com-
mander-im-chief. By law, the chairman
ol the Party now commands the PLA.
However: when Deng Xiaoping en-
gineered the demotion of Hua Guoleng
from the Party chairmanship, he did not
entrust this mihtay role to Hua's re-
placement, Hu Yaobang. Instead. he
himsell assumed de facto command of
the army by accepting reappointment
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China’s Organizational
Revolution

Christopher M. Clarke

as chairman of the Pary'’s Military Af-
fairs Commission. The new constitu-
ton will do away with this uncomfort-
able and anomalous situation, but will
create two problems of 1S own.

First, a chairman will have to he ap-
pointed for the Central Military Coun-
cil. Undoubtedly this will be a topic of
mtense political debate over the next
months, The military will be pushing
for a career PLA ofheer. Civilian govern-
ment and Partv officials will be worried
that the appomtment ol someone witha
“purely militany™ viewpoint will weak-
en—perhaps destrov—the chances for
civilian control over the military, es-
pecially in ames ol crisis,

Secondly, there is the danger that the
position will be used as a personal
power base. No one in China has lorgot-
ten how Lin Biao used s control oven
the PLA during the Cultural Revolution
to position himsell next to Chairman
Mao.

Ihe dralt constitution also calls for
the reestablishment ol the position ol
chatrman and vice-chairman ol the
PRC, with the chairman being tualar
head of state and the premier renain-
g head ol government.

Ihe state chairmanship. which ex-
isted before the Cultural Revolution,
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would bea Lirgely ceremaonial position.
Ihe chairman would receive foreign
visitors, accept diplomatic credentials,
chspatch Chinese diplomats and envoys
1o loreign assignments, and lormally
announce NPC decsions such as decla-
rations ol war, promulgation of laws and
treaties, and .II}])(lileIll('lll\' of Lop state
ofhicials, The chairman also grants par-
dons. declares marual law, orders mobi-
lization, and nominates the premier.
Thus, in the same wav that the chan-
nranship ol the Central Military Coun-
cil represents a potential “independent
kingdom.” so too does the PRC chair-
manship.

Ihe immediate problem with the
position is whom to appoint. Deng. the
obvious candidate, reportedly has de-
clined. The Chinese could mstead
choose an old-line Party member with
high prestge and visibility like Chen
Yun, Li Xiannian, or Peng Zhen. Or,
they could opt for a highly respected
and internationally: known revolution-
ary o veteran not so closely associated
with Party poliies, hike Liao Chengzhi,

Another possibility would be o select
a Party cadhe of the second rank. Hong
Kong sources have mentioned the
names of Xi Zhongxun and Song Ren-
qrong—both veteran Party tunction-

artes and close associates of Deng. A
fourth option would be 1o choose a
token minority member like NPC
Standing Committee Vice-Chairman
Ulanhu, a Mongol. Elevating one of the
top “new generation” leaders like Zhao
Zivang or Wan Li would be an outside
possibility.

fach of these decisions has its costs.
Lo select someone too closely associated
with Partv operations would defeat the
purpose of trving to separate Partv and
state. Similarly, to pick someone in his
70s or 80s would undermine the leader-
ships program ol infusing important
positions with new blood. Selecting
someone without great prestige, how-
ever, would reduce the effect of re-
establishing the position. The selection
of state chairman undoubtedly will be
another issue of intense pohucal debate
over the next year or so.

While the constitution establishes
new militoy and state chairmanships,
it also takes a major step toward abol-
ishing the current system of hifetime
tenure. Limitations are placed on all
top posts, allowing for a maximum of
two hve-vear terms for the PRC chan-
man and vice-chairman, Central Mili-
tary Council chairman, premier, vice-
premiers, and state councilors. Simi-
larlv, NI'C Standing Committee mem-
bers are barved from holding govern-
ment or judicial posts while serving,.

State Council Reorganization

On May -, China announced the sec-
ond—and presumably hinal—set of
changes in the structure of the State
Council. Although many past “reorga-
nizations” have resulted only in the re-
naming, downgrading, or reshutfling
of organizations and personnel, this
time real cutbacks appear to be taking
place.

The bloated bureaucracy. By lae
1981, government emplovees were said
to exceed hall a million: the State Coun-
al usell contaimed over 1LOOO ministers
and vice-ministers and some 5,000 bu-
reau chiefs. Paradoxically, Deng Xiaop-
ing himselt created this situanon, by
helping 1o rehabihitate hundreds, per-
haps thousands, of fellow purge victims
following the Cultural Revolution. This
resulted i a dramatc imcrease i State
Council stafl, many of whom were tech-
nically incompetent, incapacitated by
age, or cowed into difterence. indeci-
stion, and mactivity by vears ol abuse.

Meanwhile, State Counail agencies
were proliferating, under the guidance
of a group of powertul polincal officials
associated with energy and heavy in-
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dustries. In 1975, the State Council had
only 29 mimstries and commissions. By
1981 it had 58,

As the Deng-Chen coalition em-
barked on its program ol decentraliza-
ton, it became clear that the bloated
bureaucracy was part of the problem.
I'he first corrective step came with the
establishment of several tunctional
commussions. These were designed 1o
break down the barriers existing be-
tween agencies working i the same
economic sectors. But in time, they be-
came avenues for delaving decisions
and passing the buck. Having accom-
plished what they could in the areas of
energy, agriculture, foreign invest-
ment, and machinery production, the
commissions were dissolved i March,
and their functions were returned 1o
the State Planning and Economic com-
missions.

Major cutbacks. By the end of the
second round of State Council cuts in
Mav, only 41T ministrv-level agencies
were left. The number of ministers and
vice-ministers was reduced by about
two-thirds, and the average age lowered
halt a dozen vears, to 58, Departmental
directors and their deputies sullered a
143 percent cut, while the number of
State Council bureaus was reduced
[rom about 46 1o about 14,

Ihis large-scale turnover has
brought about the appearance of manm
new faces and the disappearance ol
many familiar ones. OF the 176 new
vice-mimsters (including those holding
more than one position). onlv 72 re-
tained their posts or took ona position
roughly equivident 1o the one they held
belore. Many others were apparently
promaoted from lower level posts in then
agencies.

Maore individuals with technical and
proflessional competence appear 1o
have been promoted during this pe-
riod. More than half ol the ministers
and vice-musters now have college ed-
ucations, compared with about one-
third before: almost hall of the depart-
mental divectors and deputies are col-
lege-educated.

Ihe government is istituting a rule
that the number of ministers and vice-
ministers in each ministry will be kept
between three and five. Likewise, only
two or three departmental and burean
directors and deputies will be allowed in
cach bureau. Mandatory retirement
ages have been set "under normal con-
ditions” lor ministers (65), and for vice-
ministers, departmental directors., dep-
uties. and burcau divectors (HO).

28

At the top. Another major innovation
of the May reforms was the reduction in
the number of vice-premiers from 13 10
2, and the establishment of the positon
ol State Councilor. Now a formally des-
ignated standing committee of the State
Council will hold weekly meetings 1o
deal with major policy questions and to
hammer out thorny mterbureau prob-

while keeping their perquisites and
most of their prestige mtact. But now it
will be more difficult for them 1o
obstruct the implementation of policy.
Yu and Kang may play some role in
energy development, and Gu Mu will
continue to be active in attracting tor-
eign investment and building up the
special economic zones, In fact, Gu Mu

This time real cutbacks appear to be taking place,
whereas in the past “reorganizations™ generally had yesulted
only in the renaming, downgrading, or reshuffling of

organizations and personnel.

lems. The standing committee will con-
sist of the premier, vice-premiers, state

councilors,and the secretary general of

the State Councail.

Fhat Wan Li and Yao Yilin were ap-
poited vice-premiers shows the solid-
ihcation of the Deng—Chen coalition
and policy program. Wan, a close asso-
ciate of Deng. has served as trouble-
shooter and has functuoned as executive
vice-premmer for almost two vears. Yao,
a long-time associate ol Chen, is the
chairman of the State Planning Com-
mission. He. like Chen, Ewvors the pri-
macy ol central planning, relegating
free markets to a distinctly subordinate
role.

[he new state councilors have pro-
tocol status equivalent to that of a vice-
premier. Theyv serve as general advisors
to the premier. Several councilors also
hold concurrent portfolios on the Stae
Counal. In fact, four of the six highest
ranking state agencies are headed by a
councilor. ( The other two are headed by
Premier Zhao and Vice-Premier Yao.)

I'he only other agency headed by a
councilor is the Ministry ol Foreign
Fconomic Relations and Trade. under
Party polithuro alernate and former
vice-premier Chen Muohua, The selec-
ton ot high-ranking Chen to head this
ministry demonstrates the Hmportance
the Chinese attach to the role of loreign
mvestiment and trade i cconomic de-
velopment.

Several recognized opponents of the
Deng—Chen line survived the reorga-
nization, though with furcher restraints
on their power. Yu Qiuli, Gu Mu, and
Kang Shien have proved oo powerful
o oust altogether. Thewr long experi-
ence in dealing with the Chinese bu-
reaucracy will he utilized i their new
positions as state councilors. From there
they will be able to influence policy

was recently appointed vice-chairman
and executive director of a new Special
Leconomic Zones Office under the State
Council. Zhao Zivang is the ofhce's
chairman.

I'he May 4 appomtment of the 10
state councilors contained several sur-
prises. First, it was widely expected that
Kang Shien, criticized tor his role in the
cover-up of the November 1979 Bohi
oil rig disaster and only recently ap-
pointed minister of petroleum. would
be removed altogether. Not only was he
appointed a state councilor, but he was
histed in filth place, ahead of his political
superior, Chen Muhua, Party Secre-
tartat member Gu Mu was listed fourth.
even though he too is outranked by
Chen. This continued strength of those
associated with the energyv and heavy
industry sectors explains the compro-
mises apparent in the reorganization of
some agencies discussed helow.

Surprisingly, the only former vice-
premier to disappear rom the State
Council was the militarv’s only profes-
sional representative, Zhang Aiping.
Zhang reportedly remains in charge of
delense research, development. and
production. It is possible, although oo
earlv 1o be certam, that his removal
from the Stae Council represents an
intention to pull back militany equip-
ment production activities from the
public eve.

Ministerial Changes

Some signihcant changes also ook
place helow the vice-premier and state
councilor level:

Planning. Both the State Planning
and State Economic commissions were
strengthened. The SPC will concentrate
its eftorts on long-term plannimg. The
SEC. according to Premier Zhao, will be
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responsible for “supervising and check-
ing how the national economic plan is
implemented in each hscal year, and for
organizing and coordinating all eco-
nomic and technical activities in a par-
ticular vear for the various departments
of agriculture, industry, capital con-
struction, railway transportation,
finance, and domestic and foreign
trade.”

lo perform these expanded func-
tons, the SPC and SEC absorbed the
agriculture, machine building, and en-
ergy commissions. The SPC dropped
cight of its old vice-chairmen, but
picked up lour new ones, leaving it with
more vice-chairmen than any other
agency. Two of the new men were dy-

namic and mtuental vice-chairmen of

disbanded commissions: He Kang
from SAC and Lu Kebai from SCCC,

[he SPCand SEC will assume much
of the responsibiliy of the State Science
and Technology Commission. The
pared-down SSTC will serve as the im-
plementng agency for policy deter-
mined by the premier and the two
planning commissions. Zhao Dongwan,
one of the two SSTC vice-chairmen, will
also he a vice-chairman ol the SPC.

Only one of the 11 vice-chairmen
the SEC was retained—>Ma Y1, whose
specialty seems to be machinery. More
surprising was the demotion of Yuan
Baohua rom the chairmanship to the
second-ranked vice-chairmanship. A
career ofhcal with tes to many leaders,
Yuan has been completely tree of am
taint of scandal or mcompetence. His
relatively low political rank appears to
be the reason that Anhut Provincial
oty First Secretary and former Minis-
ter ol Finance Zhang Jinglu was
brought in to take over the SEC. Zhang
is a protege of Deng Xiaoping and an
associate of Vice-Premier Wan L.

Most of Wan's associates from the dis-
handed State Agriculiure Commission
assumed positions ol importance. He
Kang became a vice-chairman ot the
SPCLand Li Ruishan ook assimilar posi-
tion at the SEC. In addition, Du
Runsheng took over the Partv’s agricul-
tural policy think-tank. the Rural Policy
Research Center of the Central Com-
mittee.

Ihe SECS Birst vice-chairman will be
Lu Dong. a burcaucrat with long expe-
rience - heavy indusuy and the ma-
chine bulding apparatus. Surprisingly,
Wang Lei severelv orticized last vemn
when he was Minister of Commerce lor
dining out without paving his bills, was
also made a vice-chamman ol the State
Fconomic Commission.
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Wang’s appoimument demonstrates
the leadership’s resolve in improving
the supply of goods in the Chinese mar-
ketplace. During the first round of re-
organization in March, a new Ministiy
of Commerce absorbed the ministries
of Food and Commerce, as well as the
economic functions of the All-China
Federation of Supply and Marketing
Cooperatives. This ministry will now be
responsible for the procurement. dis-
tribution, and sale of all agricultural in-
puts and consumer goods, Increasing
the supply of consumer goods in the
rural areas will be a major task of the
new commerce ministry, Wang, one of
Chinas most experienced administra-
tors in the circulation of commodities,
will supervise this process as vice-chair-
man of the SPC.

Problems of unemplovmentand inef-
ficiency in the labor market caused the
leadership to create a new Ministry of
Labor and Personnel. The new minis-
ter, Zhao Shouvi, appears 1o be a pro-
tege of Wan Li and is a tormer Anhui
subordinate of SEC Chairman Zhang

Jinghu, with whom he will now work

closely.

Finally, a State Commission for the
Restructuring of the Economic System
will be headed by Premier Zhao. One ol
the five vice-chairmen—State Council
Secretary General Du Xingvuan—is
Zhao's administrative right-hand man.
Ihe other vice-chairmen all have suc-
cesstullv supervised or assisted in re-
structuring their sectors. Bo Yibo, the
commission’s hrst vice-chairman,
ramrodded the reorganization of the
machiery mdustry, while An Zhiwen
supervised the transformaton of the
Sixth Ministry of Machine Building
into a corporation (see below).

Zhou Tathe, also a former SMBIC
vice-charman, apparently had special
responsibility for the transtormation ot
much of the military’s industrial capac-
iy o civilian production, while Tong
Dalin was a vice-chairman of the SSTC
when both it and s sister organization,
the Chinese Academy of Sciences. un-
derwent restructuring between 1979
and 1982,

Foreign Affairs. Substantial changes
took place at the Minisuy of Foreign
AlLars. Only two of 10 vice-ministers
retained thewr posts. A newcomer to the
ministry, Wua Xueqian, was appointed
ranking vice-minister. An old associate
of Hu Yaobang, Wu comes to the posi-
ton with experience in relations with
foreign communist parties rather than
stite diplomatic relations.

All but two of the remaining vice-
e African or Middle Eastern
experts. This hts well with other indica-

ministe

tions that China is attempting to reas-
sert its position as head of the Third
World, and to take a more balanced
position between the US and the USSR,

Two vice-ministers are American spe-
cialists: Zhang Wenjin, who was re-
tained. and Han Xu. former deputy
chiel of the laison office in Wash-
ington, and recently director of the
American and Oceaman Aftairs De-
partment ol the ministry. Both Zhang
and Han have been closely associated
with US-China normalization over the
past decade—perhaps a good sign for

the Tuture.

Energ‘v. I'he energy sector went
through a major reorganization be-
tween March and May, with the Energy
Commuission being dissolved, and the
ministries of Electric Power and Water
Conservancy merged. (Given the past
disagreements between these two agen-
cies. this must have been a difthcult mer-
ger.)

I hose associated with hydro-electric
power more than held their own. Qian
Zhengving. widely respected for her
administrative and technical expertise,
took over the combined ministry, bring-
ing with her L Boning as vice-minister.
Minister ol Electric Power Li Peng be-
came hirst vice-minister. His colleague
Li Daigeng also came along as vice-min-
Isler.

[he Ministry of Coal Industry under-
went an internal reorganization in
March, Minister Gao Yangwen was re-
tained, as was recently appointed vice-
minister L Hui. Three new vice minis-
ters were appointed—all voung, dv-
namic, and professionally trained.

In May, the leadership tackled the
sensitive problem ol reorganizing the
petrolenm ministry, Vice-Premier and
Minister of Petrolewm Kang Shien was
“kicked upstairs™ as a State Councilor,
and replaced by controversial Minister
ol Metallurgy Ling Ke.

Langs appomtment as minister of
petroleum shows both domestic polia-
cal compromise and China’s sensitivin
to the concerns ol toreign oil com-
panies. The Ministny ol Petroleum has
heen a trouble spot for several vears. In
August 19830, Minister Song Zhenming
was hired for covering up the Novemben
19749 Bohai oil nig disaster. A replace-
ment was not found unal March 1981,
when Kang Shien was lorced to give up
the chairmanship ol the SEC 1o become
minister ol petroleum. The ministny
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CHINA STATE COUNCIL

Standing Committee

Premzer: Zhao Zivang

Vice Premiers: Wan Li, Yao Yilin
State Councilors: Bo Yibo, Chen Muhua (f), Fang
Yi, Geng Biao, Gu Mu, Huang Hua, i Pengfei,
Kang Shien, Yu Qiuli, Zhang Jingfu

Secretary General: Du Xingyuan

Commissions (7)

State Planning Commission

Chairman; Yao Yilin

Vice Charrmen: Chen Xian, Fang Weizhong, Gan
Ziyu, Gu Xiulian (f), He Kang, Huang Yicheng,
Jin Xiying, Lu Kebai, Song Ping, Zhao Dongwan

State Economic Commission

Charrman: Zhang Jingfu

Vice Chairmen: Li Ruishan, Lu Dong, Ma Yi, Peng
Min, Wang Lei, Yuan Baohua

State Family Planning Commission

Chairman: Qian Xinzhong

Vice Chatrmen: Wang Wei, Zhou Boping

State Nationalities Affairs Commussion

Chairman: Yang Jingren

Vice Chairmen: (not announced)

State Physical Culture and Sports Commission

Chatrman: Li Menghua

Vice Charmen: Chen Xian, Lu Jindong, Xu Cai, Xu
Yinsheng

State Commission for Restructuring the Economic

System

Chairman: Zhao Zivang

Vice Chatrmen: An Zhiwen, Bo Yibo, Du Xingvuan,
Tong Dalin, Zhou Taihe

State Science and Technology Commission

Chatrman: Fang Yi

Vice Chatrmen: Yang Jun, Zhao Dongwan

Peoples Bank of China

Prestdent: Lu Peijian

Vice Presudents: Chen Li, Li Fei, Liu Hongru, Qiu
Qing (f), Zhu Tianshun

Ministries (33)

Ministry of Agriculture, Animal Husbandry, and

Fisheries

Munster: Lin Hujia

Vice Minusters: He Kang, Xiao Peng, Zhu Rong

Ministry of Aviation Industry

Minister: Mo Wenxiang

Vice Ministers: Cun Guangwei, Gao Zhenning, He
Wenzhi, Wang Qigong

Ministry of Chemical Industry

Manaster: Qin Zhongda

Vice Munusters: Feng Bohua, Jia Qingli, Lin Yincai,
Yang Guanggi

Ministry of Civil Affairs

Minister: Cui Naifu

Vice Minasters: Yang Chen (1), Zou Entong

Ministry of Coal Industry

Munuster: Gao Yangwen

Vice Minusters: Hu Fuguo, Lin Hui, Ye Qing. Yu
Hongen

Ministry of Commerce

Minuster: Liu Yi

Vice Minusters: Jin Ming, Jiang Xi, Pan Yan, Song
Keren

Ministry of Communications

Minister: Li Qing

Vice Minasters: Qian Yongchang, Wang Zhanvi, Zi
Gang

Ministry of Culture

Minuster: Zhu Muzhi

Viee Minusters: Ding Qiac, Lu Zhixian, Zhou Weizhi

Ministry of Education

Miunster: He Dongchang

Viee Minusters: Huang Xinbai, Peng Peivun, Zhang
Wensong

Ministry of Electronics Industry

Munuster: Zhang Ting

Vice Minusters: Jiang Zemin, Wei Mingyi, Zhang
Xuedong

Ministry of Finance

Minuster: Wang Bingqian

Vice Minsters: Chen Rulong, Chi Haibin, Li Peng,
Tian Yinong

Ministry of Foreign Affairs

Munuster: Huang Hua

Vice Mimsters: Gong Dafei, Han Xu, Qian Qichen,
Wen Yezhan, Wu Xueqian, Zhang Wenjin

Ministry of Foreign Economic Relations and Trade

Minuster: Chen Muhua ()

Vice Munasters: [1a Shi, Lu Xuejian. Wei Yuming,
Zheng Tuobin

Ministry of Forestry

Munaster: Yang Zhong

Viee Minasters: Dong Zhiyong, Liu Kun, Wang
Dianwen

Ministry of Geology and Minerals

Munaster: Sun Daguang

Vice Minusters: Xaa Guozhi, Zhang Tongvu, Zhu
Xun

Ministry of Justice

Minaster: Liu Fuzha

Vice Minusters: Zheng Xiwen, Zhu Jianming, Zou
You

Ministry of Labor and Personnel

Munster: Zhao Shouyi

Viee Munasters: Jiao Shanmin, L1 Yunchuan, Yan
Zhongqin

Ministry of Light Industny

Minaster: Yang Bo

Vice Minasters: He Zinhua, 1 Long, Wang Wenzhe

Ministry of Machine Building Industry

Minaster: Zhou Jannan

Viee Minsters: He Guangyuan, Shen Liechu, Yang
Keng, Zhao Mingsheng

Ministry of Metallurgical Industny

Munaster: Li Dongve

Vice Munsters: Li Ming, Lin Hua, Qi Yuanjing,
Zhou Chuandian

Ministry of National Defense

Minaster: Geng Biao

Vice Minusters: (not announced)

Ministry of Nuclear Indusiny

Minuster: Zhang Chen ()

Viee Munsters: Jiang Xinxiong, Liu Shulin, Zhao
Hong

Ministry of Posts and Telecommunications

Mumister: Wen Minshenyg

Vice Ministers: Cheng Anvu, Li Yukui, Yang
Taitang, Zhu Gaofeng

Ministry of Public Health

Minuster: Cui Yueli

Vice Minsters: Guo Ziheng, Tan Yunhe, Wang Wei

Ministry of Public Securin

Munster: Zhao Canghi

Viee Mimusters: (not announced)

Ministry of Radio and Television

Muuster: Wu Lengx

Vice Minsters: Hao Pingnan. Ma Qingxiong, Xu
Chonghua

Ministry of Railwavs

Minaster: Chen Puru

Viee Menasters: Li Keter, Li Senmao, Li Xuan

Ministry of Space Industry

Minister: Zhang Jun

Viee Minasters: Li Xue, Rui Xingwen, Song Jian,
Zheng Lianchang

Ministry of Texnle Industry

Manster: Hao Jranxiu (f)

Viee Minsters: He Zhengzhang, Wang Ruiting

Ministry of Urban and Rural Construction and

Environmental Protection

Miraster: Ly Ximing

Viee Minasters: Dan Nianai, Xiao Tong, Xie Beivi

Ministry of Water Conservanoy and Electric Power

Munster: Quan Zhengving ()

Vice Minasters: Li Boning, L1 Daigeng, Li Peng

Bureaus of the State Council (19)*
Agricultural Bank of China

President: Fang Gao

Central Meteorological Bureau

Director: Xue Weimin

General Administration of Civil Aviation
Divector: Shen Ta

General Admimistration of Industry and
Commerce

Divector: Ren Zhonghn

General Admimstranon of Travel and Tourism
Director: Han Kehua

People’s Constructuon Bank of China
Presudent: Wu Boshan

State Council Foreign Experts Bureau
Divector: Wu Fanwu

State Council Government Otfices Burcau
Director: Li Mengfu

State Council Overseas Chinese Affairs Office
Director: Liao Chengzhn
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Christopher M. Clarke

Ministry of Ordnance Industry

Minuster: Yu Y

Viee Minnsters: Lai Jinlie, Li Liging. Pang Tianyi,
Lang Zhongwen

Ministry of Petroleum Industry

Minuster: Tang Ke
Vice Ministers: Li Jing, Li Tianxiang

State Counal Religious Aftairs Burcau
Duvector: Quao Hansheng

State Council Special Economic Zones Office
Director; Zhao Zivang

Deputy Divector: Gu Mu

State Commodiny Prices General Bureau
Duector: Cheng Zhiping




State Customs General Administration

Divector: Wang Runsheng

State General Administration of Foreign Exchange
Control

Dhirector: Bu Ming

State Oceanography Bureau

Diyector: Shen Zhendong

State Seismology Bureau

Director: Zou Yu

State Statistical Burcau

Divector: L1 Chengrui

State Supplies General Bureau

Dhrector; Li Kaixin

Xinhua (New China) News Agency

Director: Mu Qing

*Reorganization of the State Council's bureaus is
not yet complete. This list has been compiled from
information supphed by the National Council's
Beipng Office and from the organizational files of
the Counail’s Washington headquarters.

LOCAL GOVERNMENT
Provincial-level
Municipalities (3)
Beijing
Party First Secretary: Duan Junvi
Mayor: Jiao Ruovu
Shanghai
Party First Secretary: Chen Guodong
Mavor: Wang Daohan
Trianjin
Party First Secretary: Chen Weida
Mavor: Li Ruithan

Provinces (1)

Anhui

Party Furst Secretary: Zhou Zijian (acting)
Governor: Zhou Zipan

Fujian

Party Fuost Secretary: Xiang Nan
Governor: Ma Xingyuan

Gansu

Party First Secretary: Feng Jixin

Governor: Li Dengving

Guangdong
Party Furst Secretary: Ren Zhongyi
Governor: Liu Tianfu

Guizhou

Party Farst Secretary. Chi Biging
Covernor: Su Gang

Heber

Party First Secretary: Gao Yang
Governor: Li Erzhong
Hellongjiang

Party First Secyetary: Yang Yichen
Governor: Chen Lei

Henan

Party Furst Secretary. Liu Jie
Governor: Dai Suli

Hubei

Party First Secretary. Chen Pixian
Covernor. Han Ninglu

Hunan

Party First Secretary: Mao Zhiyvong
CGovernor: Sun Guozhi

Jiangsu

Party Furst Secretary: Xu Jiatun
Governor: Hul Yuvu

Jrangxi

Party First Secretary: Jiang Weiqing
Governor: Bai Dongcai

Jilin

Party First Secretary: Qiang Xiaochu
Governor: Zhang Gensheng
Liaoning

Party First Secretary: Guo Feng
CGovernor: Chen Baichen

Qinghai

Party First Secretary: Liang Buling
Covernor: Zhang Guosheng
Shaanxi

Party First Secretary: Ma Wenrui
Covernor: Yu Mingtao

Shandong

Party First Secretary: Bai Rubing
Governor: Su Yiran

Shanxi

Party First Seeretary: Huo Shilian
Governor: Luo Guibo

Sichuan

Party First Secretary: Tan Qilong
Governor: Lu Dadong

Yunnan

Party First Secretary: An Pingsheng
Covernor: Liu Minghui

Zhejiang

Party First Secretary: Tie Ying
Governor: L1 Fengping

Autonomous Regions (5)
Guangxi Zhuang

Party First Secretary. Qiao Xiaoguang
Chairman: Qin Yingji

Neir Monggol

Party First Secretary. Zhou Hui
Charrman: Kong Fei

Ningxia Hui

Party First Secretary: Li Xuezhi
Charrman: Ma Xin

Xizang

Party First Secretary: Yin Fatang
Charrman: Ngapo Ngawang Jigme
Xinjang

Party First Secretary: Wang Enmao
Charrman: Ismail Amat

PEOPLE’S LIBERATION ARMY

Military Affairs Commission of the Chinese
Communist Party Central Committee

Charrman: Deng Xiaoping

Vice Chairmen: Liu Bocheng, Nie Rongzhen, Xu
Nianggian, Ye Jianving

Staff Departments

General Staff Headquarters

Chief of Staff: Yang Dezhi

General Political Department

Director: Wei Guoging

General Logistics Department

Darector: Hong Xuezhi

National Defense Science and Technology
Commission/National Defense Industries Othce
Durector: Zhang Aiping**

Service Branches
Air Force
Commander: Zhang Tingfa

Armored Corps
Commander: Huang Xinting

Artillery Corps

Commander: Song Chengzhi
Capital Construction Engineering Corps
Commander: Li Renlin
Engineering Corps
Commander.: Tan Shanhe
Navy

Commander: Ye Fei

Railway Engineering Corps
Commander: Chen Zaidao
Second Artillery Corps
Commander: Li Shuiging

**Unconhirmed

COMMUNIST PARTY STRUCTURE

Charrman: Hu Yaobang

Viee Chairmen (6): Ye Jianving, Deng Xiaoping,
Zhao Zivang, Li Xiannian, Chen Yun, Hua
Guofeng
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Members (23): Chen Yun, Deng Xiaoping. Deng
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Secretariat

General Secretary: Hu Yaobang

Members (11): Fang Y1, Gu Mu, Hu Qiaomu, Peng
Chong, Song Renqiong, Wan Li, Wang
Renzhong, XiZhongxun, Yang Dezhi, Yao Yilin,
Yu Qiuli

Discipline Inspection Commission

First Secretary: Chen Yun

Second Secretary: Deng Yingchao (f)

General Office

Director: Hu Qili

Deputies: Gao Dengbang, Kang Yimin, Yang
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Organization Department

Director: Song Rengiong

Deputies: (not available)

Propaganda Department

Director: Deng Liqun

Deputies: He Jingzhi, Wang Huide, Yu Wen

United Front Work Department

Director: Yang Jingren

Deputies: Jiang Ping, Li Ding. Li Gui

International Liuson Department

Director: Qiao Shi

Deputies: Li Shuzheng (f), Qian Liren, Zhu Liang

Central Party School

President: Wang Zhen

Vice President; Feng Wenbin

Research Center of the Secretarat

Dirvector: Deng Liqun

Rural Policy Research Center

Director: Du Runsheng

Party Literature Research Center

Director: Ly Qi
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Director: Hu Sheng

Commussion for Collecung Party Historical Data

Charrman: Feng Wenbin
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has been under close scrutiny ever
since. Tang, whose impending purge
has been rumored lor almost two vears,
may be politically weak enough that his
superiors feel he will be hirmly under
thewr control.

At the same tume, Tang, having
served as vice-munister of fuels and
chemicals in the 1970s, is a charter
member of the “energy clique.” This
makes him Lamiliar and acceptable 1o
the powerful bureaucracy he now
heads. He also s a dyvnamic leader and
strong advocate ol involving foreigners
in China's resource development. Thus,
his appointment, combined with
Kang's elevation to the status ol advisor,
seems at least partly designed 1o as-
suage the fears of foreign oil executives
as they begin to bid for offshore blocks.

Ihe fact thae the Ministry of Petro-
leum got no new vice-ministers reflects
the difficulties of reorganization. It re-
taned only twor Li Jing and Li Tan-
xtang, both veteran o1l administrators.,
Gone are the Lamihar faces of Zhang
Wenbin and Qin Wencai, who will ap-
parently become fulltime “business-
men” heading up the Petroleum
Corporation and the newly established
China National Offshore O1l Corpora-
tion, respectively.

Some analvsts expected that the Min-
istry of Geology would be dissolved or
downgraded. But its functions were ac-
tally expanded. As the new Minisuy of
Geology and Minerals, it will be respon-
sible for the “protection, efhcient ex-
ploitation, and multipurpose utilization
of mineral resources.” Apparently it
will continue 1o play arole in the devel-
opment of some reserved offshore ol
Ill(]l i\\.

Finance. The People’s Bank of China
ot an almost total face lift. Li Baohua
was replaced by a relatively unknown
former Vice-Minister of Finance, Lu
Peijian. Bu Ming (president ol the Bank
ol China) and Fang Gao (president ol
the Agricultural Bank) were dropped as
vice-presidents of the PBOC However,
cuthacks and reorganization appear 1o
have affected the banks minimally. The
BOC expects no major reorganization
and actually anucipates continued
growth,

I'he new constitution calls for the ap-
pomtment of a chiel auditor to the State
Counal. His ofhice will supervise and
audit finances, revenues, and expendi-
tures at all governmental levels and in
enterprises and other insttutions. This
potentially very powertul ofhice will
have the authority to scrutinize the
books ol any state agency on demand.
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Controlling expenditures on con-
struction has been one of China’s thorn-
iest problems. Vice-Premier Gu Mu lost
his job as chairman of the State Capital
Construction Commission in 1981 over
this issue. Now the commission itsell
has been abohished. Long-range plan-
ning will be the job of Lu Kebai at the
SPC. Implementation will fall under the
new Ministry of Urban and Rural Con-
struction and Environmental Protec-
tion.

Agriculture. The agricultural com-
mission mayv have been dissolved, but
the responsibilities of the Ministry of
Agriculture were actually expanded, as
reflected in its new name: Ministry ol

The former First Ministry was re-
named the Ministry of Machine Build-
ing Industry. Itabsorbs the old Ministry
of Agricultural Machinery, the State
Bureau of Instruments and Meters In-
dustry, and the National Bureau of
Equipment for Complete Industrial
Plants. The new minister. Zhou Jian-
nan, was a vice-minister of the hirst min-
istry from 1961 to 1979, when he
became vice-chairman of the Import-
Export and Foreign Invesument com-
missions. Under his influence the min-
istry is likely to pursue an aggressive
export program, which may entail pur-
chasing advanced technology to mod-
ernize China’s machinery industry.

China’s cautious reform of the Petrolewm Ministry shows
its sensitivity to the concerns of foreign oil companies.

Agriculture, Animal Husbandry, and
Fisheries. Headed by Lin Hujia, the
new ministry absorbed the old Stae
General Bureau ol Aquatic Products
and the Ministry of State Farms and
Land Reclamation. He Kang and Zhu
Rong were retained as vice-ministers,
and Aquatce Products Burean director
Niao Peng was made the third vice-min-
Ister.

The current campaign ol aftloresta-
tion gave new life 1o the Mimstry of For-
estrv. Its new head is the voungest
minister promoted in the reorganiza-
tnon—Yang Zhong (50). He came 1o
Beijing from the lorestry center of
Sichuan, where he served as depun
governor. Sichuan, power base of Zhao
Zivang and Deng Xiaoping. is a model
for innovation in agriculture.

Machine Building. The two-vear-old
State Machine Building Industry Com-
mission was dissolved. 'This, however,
no wav represents a shght o s chai-
man Bo Yibo, or dissatistaction with his
performance. As described above, Bo
and many of his SMBIC subordinates
wound up in influential posts.

Machine building ministries two
through seven were venamed. Fach s
now identified by function: nuclear,
aviation. electronics, ordnance, and
space industries. Turnover ol person-
nel i these agencies was substantial,
Onlv electronics retained its minister,
while in the Ministrv of Nuclear Indus-
ty the entire leadership retired and a
bureau director was promoted 1o minis-
ler.

['he fimal major change was the aboli-
ton ol the Sixth Ministoy. Laking s
place 15 a new natonally integrated cor-
poration. the China State Shipbuilding
Corporation.

“Corporatization”

Ihe third area of imsttutional retorm
supports the continuing trend toward a
Corporate China. The China National
Oftshore O1l Corporation, established
carlv in 1982, will now have complete
responsibiline tor all phases of offshore
oil development, according to the pe-
troleum regulations. Operating under
the Ministiyv of Petroleum. CNOOC 15
headed by former Vice-Minister Qin
Wencal (see The CBR, Mav-June 1932, p.
17).

[wo major corporations were estab-
lished i Mav. The China State Ship-
butlding Corporation, set up on May -4,
took over all facilities, negotiations, con-
tracts, and agreements of the Sixth
Ministry ol Machine Building and s
subordimate organs, including the
China Corporation of Shipbuilding In-
dustry. 1t also took control of some de-
partments, factories, and shipvards of
the Ministry ol Communications.
CSSCS 20 shipvards and 100 lactories
will produce and sell various kinds of
oftshore oil drilling equipment, ships,
pleasuwre cralt, and shipboard equip-
ment.

Shipbuilding heavvweights head the
corporation. The chairman of the
board, Chat Shufan, has served as vice-
chairman of the State Planning. Eco-
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nomic, and Capital Construction com-
missions: he also has been vice-minister
of loreign trade, chief Chinese delegate
to the Law of the Sea Conference, and
minister of the Sixth Minisury. Feng Zhi,
the corporate general manager, is a for-
mer Sixth Minisoy vice-minister.

Ihree davs after the estabhishment of
CSSC, the China Auwtomotive Industny
Corporation was set up. This company
imtegrates the major elements of the
Chinese automonve industry—includ-
ing some 73 vehicle plants, more than
2,000 parts factories, and in excess ol
700,000 workers. The new board chair-
man, Rao Bin, lett his post as minister of
the first Ministry of Machine Building
to take over CAIC. He apparently
pushed to have the corporation made a
ministiv-level agency, mdependent of
the Mimistry ol Machine Building In-
dustry. The effort reportedly faled,
and the corporaton will continue to re-
port to MMBIL. Nevertheless, CATC will
integrate research, production, and do-
mestic sales of motor vehicles, engines,
special-purpose vehicles, motoreveles,
and parts and accessories. CAIC sup-
posedly is hammering out with MMBI
how 1t will split up imports and exports
with MMBIs foreign trade arm, FQUINM-
PEX.

A number of transdepartmental cor-
porations also have recently been set up.
Three in the petrochemical sector—the
Fushun General Petroleum Industry
Corporaton. the Jinling General Petro-
chemical Corporation, and the Shang-
hat Gaoqgiao General Petrochemical
Corporaton—nhave all combined facto-
ries and research insttates from vari-
ous agencies and locales in order to
rationalize producton and sales.

Party Restructuring

At the same tme that the Western
press has been [ocusing on China's state
and constitutional reforms, the Chinese
leadership has been setting the ground-
work toramore far-reaching and poten-
tially more divisive administrative
revolution—the relorm ol the Commu-
mist Party apparatus.

On Mayv 15, the Party announced a
reorganization of the Central Commait-
tee's administrative organs. Statt was
cut by 17 percent, and the average age
ol department leaders lowered [rom G4
to 60 vears. Manv of the old depart-
ment heads were replaced.

[tis clear from the appoimtments that
Hu Yaobang is beginning to put his own
team into place. His people will super-
vise the reorganization of the Party atall
levels, and reassess the ])nli[it';ﬂ reliabl-
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ity of Party members, more than half of
whom joined the CCP during or since
the Cultural Revolution. For example,
the new head of the Central Commut-
tee’s very important General Othce is
Hu Qili, former mavor of Tianjin. Be-
fore the Cultural Revolution, Hu
worked in the Communist Youth
League under Hu Yaobang: during it,
he and Hu were sent to the same “re-
form school.”

Hua Guoleng was formally removed
as head of the Higher Party School. the
training ground for promising Party
leaders. Heading it now will be Polit-
buro member Wang Zhen. Wang was
rehabilitated by Deng, and 1s a no-non-
sense, pragmatic Long March leader
with high prestige.

Deng Liqun was appointed head ol
the verv mtluenual Party propaganda
department. A long-time supporter of
Chen Yun, Deng Liqun is known as an
advocate of close control over cultaral
“blooming and contending.” His ap-
pointment, along with other appoint-
ments in both the Party and state
cultural spheres. cannot be a welcome
signal to China’s intellectual commu-
nity.

Senior Party officials have announced
their intention to hold the Party’s
Twelfth National Congress later in
1982, Such a schedule must mean that
Deng Xiaoping and Hu Yaobang are
rather conhident that they can carry out
the restructuring of the Party so soon
alter reorganizing the state apparatus.

Military Streamlining

Apparently Deng’s ambitions extend
to the imminent reorganization of the
People’s Liberation Armyv. He has been
trving for more than two vears to per-
suade senior commanders and com-
missars to step down in favor ol yvoungel
leaders. Since February, China’s senion
soldier, Ye Juanving, has been making
noises that raise suspicions of his -
pending retirement.

lo smooth the way for militoy re-
organization, Deng has made some
concessions. First, China'’s defense bud-
get for 1982 has been raised margimally
reversing o two-vear trend of budget
cutting. The PLA will receive an in-
crease of about §1 bilhon this year.

Second, the removal of Zhang Aiping
trom the State Council, and the “de-
myvsuhcaton” of the machine building
ministries may signify the pullback of
military industrial activities from public
view.

At the same time, however, the lor-
eign trade role ol corporations associ-

ated with the military—like NORINCO
and the Great Wall Corporation—ap-
pear to have been substantially
strengthened. Observers at the spring
Guangzhou trade fair reported that the
product lines and trading indepen-
dence of these corporations have been
bolstered. It seems that the PLA will re-
tain a mechanism for raising its own
toreign exchange, and for insuring con-
tinued employment of labor and indus-
trial capacity ina time ol economic
readjustment.

The incentives for old soldiers to fade
awav have been made rather atractive.
Retirees will apparently be paid then
full salary, with an adjustment for
length of service. Thus, a “grade 107
commander with 50 vears service will
receive his monthly ¥2I8 plus a
monthly bonus of ¥30. Retiring PLA
leaders will also be entitled 1o a house-
building subsidv to get them settled,
and will continue to have access 1o doc-
uments, meetings, and files from then
old jobs,

Ihe success of this program depends
largely on convincing Ye Jianving and
other old commanders to go along, and
on hnding a number ol voung PLA vet-
crans with good experience and high
prestige 1o take over top posts. Neithel
ol these tasks will be easy.

Local Reorganization

I'he hnal, and in some wavs mosi
problemate, task ol reorganization is
persuading local leaders o go along
with Beijing's rather drastic spring
cleaning. The past four or hive vears
have shown a clear trend of appointing
capable younger leaders to positions in
the central government where their tal-
ents and rehabihiny can be observed.
Ihen they are sent to top provincial
posts. Between March and May, how-
ever, the center has been relving 1o
some extent on calling in successiul
leaders from the provinces to help run
the national government.

This reverse process may make local
reorganization more ditficult, China’s
provinces are large, diverse, and com-
plex entities with well-entrenched bu-
reaucracies and mterest groups. T will
require strong executives without local
ties or allegiances o supervise reorga-
nization at this level.

The Deng—Chen leadership has set
iselt the goal ol extending reorgamea-
tion to the provinces by 1983, Whether
the relorms survive at the grass-roots
level will depend Largely on how well
they take root i Benping. *
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Tough Terms for Offshore Oil

Foreign firms at last have the crucial model contract in hand.

he process of hammering out

contract terms for the most

ambitious commercial enter-
prise ever undertaken by China in co-
operation with foreign entities is abou
to begin. As the August 17 deadline for
oftshore bids approaches. 40 com-
panies, including 21 from the US, ae
feverishlv studving documents and
hgures 1o determine what their nego-
tating positions will be.

Interested foreign companies already
have their bidding packages in hand,
and have begun to discuss terms with
the Chinese. Included in those pack-
ages is the crucial model contract—the
starting pomt for negotiations. Several
US companies have been invited to
China to discuss lists of questions about
the model contract submitted to the
China National Offshore Ol Corpora-
tion (CNOOC) on June 15, The real
horse trading, however, will not begin
until sometime this fall, after the Chi-
nese have had tume 1o scrutinize the
bids.

This round of bidding is the hirst step
m opemng China’s contnental shelf—
the largest area of untapped offshore
oll reserves in the world. Reserves could
range anvwhere from 30 billion to 100
billion barrels. Opened for bidding are
13 unihied blocks totaling 150,000 sq.
km.

Foreign companies were invited to
bid on this area in two stages. The fist
stage covered the northern part of the
South Yellow Sea. and one-third of the
total area of tour geophvsical survey
areas in the Pearl River Basin, The sec-
ond stage was comprised of the entire
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geophysical survey area in the southern
part of the South China Sea, and one-
third ol the area surveved in the south-
ern part of the Beibu Gult (Gult ol
Tonkin). Of the 46 companies that par-
ticipated in the geophvsical survey and
were invited 1o bid, only six expressed
no nterest, Two of these, Tesoro Petro-
leum Corp. and Kerr—-McGee Corp..
were from the US.

China’s Dilemma

The stakes for both sides are high. In
the face of declining onshore produc-
ton and a growing economy in need of
fuel, swilt development ottshore will
mean the difference between China in-
creasing hard currency exports, or be-
coming a net importer of oil in the nexi
decade. Onshore production reached a
plateau in 1979, declining shghtly from
1979 o 19801 the drop from 1980 1o
1981 was nearly 5 percent. Chinese ol-
hicrals, casting aside earlier ambitious
plans, are now hoping lor liule more
than steady production over the next
few vears, at the current rate ol about
2.02 milhon barrels per day.

Even in this unfavorable scenario, the
Chinese plan to maintain exports at
current levels ol about 300,000 barrels
per day (which earned them S4 billion
i 1981). This means that domestic con-
sumption of oil would have to remain
present levels, even though the GNP s
])“)i('( [('(1 1O .L"]'()\\ dal an -Illl'lll;ll rate ”[
about 4=5 percent. Despite the coun-
VS success in cutting consumption by
some D opercent in 1981 sustaining in-
dustrial expansion at the projected rate
without increasing fuel consumption

would be a near impossibility over a pe-
riod of several years.

I'he PRC has three choices as it enters
the 1990s: cut oil exports in order to
fuel its growing domestic industries,
impede industrial expansion while
maintaining hard currency earnings
through oil exports, or develop s of -
shore oil resources.

In view of this situation, China is un-
der pressure to come to terms with for-
eign companies 1o get the projects
rolling as quickly as possible. Chinese
projections poimnt to commercial pro-
duction beginning in the areas now
bemg tendered as early as 1987, But o
achieve that goal, exploration must be-
gin shorthy and proceed on schedule.

Sull, by issuing its model contract
China has shown that it is not so desper-
ate as 1o proceed without a great deal of
wariness and a solid commitment o
crucial points of principle. Trs legal
framework is adnnuedly nascent, and
the countny’s experience is limited in
this riskv contractual area. ldeally, the
Chinese would like 1o reach a contract
that is comprehensive, without being
too specthic onissues where conditnons
could change to then detriment.

Lhe terms ol the model agreement
underscore China’s determination to be
in control of the undertaking, and to
use that control to ensure that vather
than building a dependence upon for-
eign technology to exploitits resources,
China will expand its own capabilities to
conduct future offshore operations. In-
dustry observers beheve that China en-
visions using the hrst phase of

explottation as a base for its own train-
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ing and development. Foreign involve-
ment i the second round would
decrease, and continue o do so until
exploitation of the last third of the sur-
veved area would proceed without any
foreign participation.

US companies are nonetheless eagen
to get a share of what mav be one of the
richest areas of offshore oil left in the
world. To assess its potential, foreign
companies already have sunk a total of
some S200 million into seismic surveys.

Ihese companies, like their Chinese
counterparts, are approaching the
terms of the agreement warily. Contrib-
uting to their caution is the present glut
on the world crude oil market. This
situation of course is not a reliable indi-
cator ol the profits that could stem from
agreements stretching perhaps 30 vears
into the future. But companies explo-
ration }lllilf.,:t‘l\ are at a low |)uin| and
executives must choose carefully in tar-
geting expenditures.

Further concern comes from the fact
that the foreign firms must bear entirely
the exploration expenses and risks. The
total cost of exploration for the areas of
the first round is expected 1o be some
$2-53 billion.) Companies conse-
quently want to make certain that if
good commercial reserves are found,
the contract will assure them mlz'qu.xtv
maneuvering room, as well as a fan
proht.

Contract Terms

I'he general opinion among US ol
executives 1s that the model contract,
while tough. will be workable—pro-
vided certain provisions are negotiated

COST OlL

Half of total output will go to
cost recovery: to cover oper-
ating expenses, exploration
costs, and finally development
costs, in that order. As explora-
tion and development costs are
recovered, surplus cost oil will
be added to allocable profit oil,
which is split 51-49 between
the CNOOC and the foreign

rty.

will receive as profit, and a bid of other
contributions the foreign company is
willing to make to China’s offshore oil
program or to other sectors ol the Chi-
nese cconomy. (Larger oil companies
may offer hnancing as their contribu-
tion.) These three variables will by no
means be the only areas ol negotiation,
Some industry observers expect a full
third of the model contract’s Provisions
to come under negotiation.

The stakes to China are high: Rapid development of the
country’s of fshore resources will mean the diffevence between
mereasing hard currency exports or becoming a net importer

of oil in the next decade.

satisfactorily. The 80-page contract
combines elements of a joint venture
and ol a production-sharing arange-
ment. Itapparently was conceived on the
basis ol previous agreements for cooper-
aton i olfshore exploitation in countries
such as Indonesia and Norway.

I'he contract is open lor bidding on
three points: the work program, which
will include the loreign company’s
schedule tor exploration and develop-
ment and number ol wells. a factor bid
bv the foreign company that will deter-
mine the percentage of production it

The China Business Review/July-August 1982

The contract, as expected, calls for
the foreign partner to put up all capital
and bear all risks 1 the exploraton
phase. CNOOC and the foreign parny
would jointly participate in the develop-
ment and production phases, with
China contributing its share of capital
for expenses. When an arca goes into
commercial production, outputis to he
divided according to a rather complex
formula for a term of 15 vears, extenda-
ble to 30 vears.

A company that has been awarded a

contract has a set term i which to ex-

plore the area. For an area of less than
2,000 sq. km., the term is five vears; for
an area equal to or larger than 2,000 sq.
km., seven vears. The exploration term
is separated into stages. Under the
seven-year term, for instance, there are
three stages of three vears, two vears,
and two vears. After each of the first two
stages, the company must relinquish 25
percent of the contracted area.

I'his arrangement has two purposes.
First, it functions as a sort of perfor-
mance guaranty. The exploration team
must act quickly to assess which areas it
will relinquish. and which it will reserve
for further exploraton. Second, after
cach stage is completed, the toreign
company has the right to withdraw
from the agreement. If a company is
disappointed by the findings of its ex-
ploration or decides that operating con-
ditions are untenable, it can withdraw
and sustain a loss onlv in the amount of
exploration expenses already incurred.

After an area has been explored and
targeted for development, CNOOC has
90 davs in which to contact the foreign
company in writing if it chooses not to
participate, or if its participation will be
less than 51 percent. If no such notifica-
ton is received, CNOOC and the foreign
company will jointly develop the area,
with CNOOC bearing 51 percent of the
cost and the foreign party putting up
the remainder.

Ihe 15-vear production period be-
gins when a cumulatve total of 100,000
tons of otl or 100 million cu. mt. of natu-
ral gas are extracted from the area and
delivered according o standard proce-
dures. At this point a rather elaborate
production-sharing tormula is used o
divide the output: 17.5 percent ol out-
put olt the top goes to China in the
form of a 12,5 percent rovalty, along
with a 5 percent Industrial Consoli-
dated and Commercial Tax—or “turn-
over tax.” Another 50 percent of
production is “cost oil,” which goes firsi
LO Tecover up('r;llinu costs, second 1o ex-
ploration costs, and finally 1o develop-
ment expenditures. The remaining
32.5 percent is divided into “share oil”
and “allocable ])]n]]l oil” .u(trl([]n\_; 10
an x factor bid by the foreign company.
I'he share oil goes directly 1o the Chi-
nese. The allocable profic oil is split
51/49 between the Chinese and the for-
eign company.

['his x factor 1s bid on each ol seven
tiers of annual output: 500,000 1o 1 mil-
Lion metric tons: 1 to 2 mithon tons; 2 1o
3 million tons: 3 to 5 million tons: 5 1o
7.5 million tons: 7.5 to 10 million tons;
and over 10 million tons. In this wav, the

35



Note: One grid block =10 sq km
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National Council

percentage of allocable profic oil is in
inverse proporton to output level: The
more oil produced, the less goes to
profic oil.

US oil companies have asked the Chi-
nese for clarihcation concerning how
the x factor would be apphed in prac-
tice, but the prevalent interpretation is
that 1t would apply incrementally. That
is. in a single vear, the percentage split
for the first 1 million tons would be de-
for the hrst

termined by the x facton

tier, the second million tons would be
splitaccording to the second tier factor,
and so forth. The foreign company is
free to repatriate and sell its portion of
with CNOOC

reserving the right to limit the destina-

oll on foreign markets,

o1,
Finally,

nues from its sale ol the crude will be

the foreign company’s reve-

taxed at approximately 50 percent un-
der the Foreign Enterprise Income Tax
Law enacted in China last December. A
recent ruling by the US Internal Reve-
determined that this tax

nue Service
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abolishing industry fears of double tax-

would be creditable i the thus
ation.

As exploration and development
costs are recouped, surpluses in the cost
oil portion revert to the allocable profu
oil to be sphit between the Chinese and
foreign partners. CNOOC has the right
to take over operations by unilateral de-
cision only alter exploration and devel-
opment costs are recovered. Belore that
CNOCOX

]Hlllllill dgreement.

point, can take over onlv with

Since the foreign company’s explora-
tion costs are to be himanced with its own
capital, interest for capital i that phase
m cost o1l o1

is not deductible either

from Chinese income tax. Interest on
money borrowed tor the development
phase, however, can be deducted. There
is a lid of 9 percent on this deduction
for cost recovery, but no Lid lor interest

deduction lor immcome tax. In other
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percent of the intervest in ol But it can
list the entive 15 percent as an income
tax deducton.

Areas for Negotiation

Foreign companies have no problems
with this formula per se. It would allow
a foreign participant a fair share pro-
vided a reasonable bid s accepted. Most
industiy fears stem from other condi-
tions in the contract, and from pecu-
Liarines of China’s legal framework that
thev teel could escalate costs, hamper
the
from cashing in on s share of oil.

li]lt'l.llit)l]\. or prevent COMpany

Control Is one issue many companies
will want to negotiate. The model con-
tract calls lor the formaton ol a Joint
Management Commission (JMC), com-
posed of representatives lrom CNOOC
and the foreign company and chaired
by a CNOOC As mter-

preted by some companies, this con-

representative,

mittee would have control over everyday
operational decisions as well as broader

budgeting and planning decisions.
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Some companies fear that, without clar-
thcation of the committee’s mandate,
such control could hinder operations
and create unpredic table costs.
Another concern of many companies
is the obligation to use Chinese person-
nel (at international wage rates) in all
phases of exploration and develop-
ment, and to give preference to Chinese
equipment, materials, and services pro-
vided that price and quality are com-

One contract term that seems to be a
sticking point for virtually all US oil
firms is the one pertaining to technol-
ogy transfer. According to one clause,
the foreign company must transter all
technology—including design, soft-
ware, and data gathered in explora-
tion—to the Chinese without charging
rovalties. As interpreted by some indus-
try observers, this clause would obligate
the US firm to release technology that

The general opimion among US oil executives is that the
model contract is workable, provided that cevtain provisions
are negotiated satisfactonily. Signaficantly, the document
combines elements of a joint venture and production-
sharing arrangement, and bears marked similarity to
of fshore exploration contracts in countries such as Indonesia

and Norway.

petitive, Some executives fear thac this
stipulation could lead to long delays il
the Chinese supply and service com-
panies prove to be unreliable, or be-
cause every purchase and subcontract
must be approved by the IMCand other
Chinese organizations. Any delays
could put the [oreign company in vio-
lation of 1ts contract. The cost of train-
ing Chinese personnel also could

become a devastating factor.

32.5%
JOINT PROHTS

Profits are divided into two
parts: share oil, which goes en-
tirely to China, and allocable
profit oil, which is split 51% to
the CNOOC and 49% to the
foreign oil company, unless the
Chinese have specifically chos-
en a smaller participation. The
exact ratio between share and
profit oil must be negotiated by
each company.
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belongs to the company but is not used
in its China operations. Even designs
that are patented or copyrighted by
other companies could come into play.

Several US companies also are con-
cerned with a partcular macter of tm-
ing in the model contract. The contract
gives CNOOC 90 days after a contract
area is determined to be commercial to
make known the degree ol its partcipa-
tion. However, the contract also calls fon
the toreign company to submit an over-
all development plan within 90 days of
the same determination. This would
mean that the toreign company would
have to arrange hnancing for the devel-
opment stage before knowing the de-
gree ol 1ts own participation.

Finally, an important question in the
minds of many bidders concerns repa-
tration ol prohts. The model contract
makes it clear that foreign companies
will be able to repatriate the oil taken as
cost recovery or prohit, and to sell that
otl on world markets. According to Chi-
nese currency regulations, however, it is
unclear whether US firms would have
to remit earmngs from their oil 1o the
Bank ol China. which then could deter-
mine exchange rates and possibly the
amount of earnings that could be re-
patriated. Similar questions arise con-
cerning the method ol pavment in the
event that China exercises its option to
purchase part or all of the foreign com-
pany’s prohit oil,

Ihe matter of repatriation of ])Inlll\.
which had been a major concern of o1l
companies, recently has been cleared
up. On June 23, the State General Ad-

12.5% ROYALTY
5% TAX

Both royalty payments and
the Consolidated Industrial and
Commercial Tax, a form of turn-
over tax, will be taken off the
top.

munistration for Foreign Exchange de-
termined that foreign companies may
retain or dispose of their ol prohts
abroad without remitting them to the
Bank ol Chia. Although the model
contract states that the foreign com-
panies’ share of oil could be repatriated
and sold overseas, previous to the ad-
ministration’s decision there had been
fears that profits from the o1l would
have to go through the Bank of China.
Ihis would have given the BOC the
power to set exchange rates and, possi
blv, 1o lhimit the amount of hard cur-
rency that could be repatriated.

In .l(lt“llnll o I||('~.1' ISSUes concern-
g particular terms, there 1s a more
tundamental question in the minds of
many executives. his involves the
mandate of CNOOC. Although Ministy
ol Petroleum othcials have stated more
than once that CNOOC has the full
power to sign contracts and to fulhll
obligations under the contracts, some
oll companies are uneasy with the ab-
sence of an ofhaal statute that delines
CNOOCS authority. Executives have re-
portedly expressed the view that they
would consider a contract with the Chi-
nese Government more secure.

With these and other matters still un-
clear or unresolved, some industry ob-
servers predict long and hard negotia-
tions before final contracts are signed,
\ccordimg to CNOOCs schedule, nego-
tations will begin in one to three
months after bids are received and will
continue for two to three months. After
examining the model contract, how-
ever, lew US bidders believe that this
schedule 1s realistic. Final contracts.
which CNOOC ofhictals believe will be
signed by the end of the vear, are likely
to remain under negouation well mto

o

1983, %



More than 500 US firms exhibited a strong interest in four
US-sponsored trade shows that took place this year. They
also have registered many of the familiar complaints.

his vear is the big one lor
American exhibitions in
China—at least when com-
pared to previous vears. More than 500
US companies straightened thei
shoulders, took a deep breath, and
marched mto four large-scale US trade
shows between January and Mayv, dem-
onstrating for the hirst tme ina long
time a serious interest in China shows,

[he Department of Commerce led
off the vear in much the same way that i
had ended 1980—by staging a broad
US national exhibition in Betjing. This
one came under the banner of high
industry, The Society of Petroleum En-
gineers was next i line with s timely
petroleum equipment and tec hnology
show. The March conference openedan
Beijing justas the Chinese began notify-
ing foreign o1l firms of the start of sec-
ond-stage bidding for oftshore explora-
ton rights. The Cahners Exposition
Group ook electronics and semicon-
ductor hirms into China the following
month for a two-week mternational
show. After that, Clapp & Poliak boldly
ventured where no exhibition managen
had gone belore with CHINABUILD
W2 billed as the PROS st Interna-
tional Construction and Mining Equip-
ment Exhibition.

US companies—hoth those who are
tving o sell the equipment and those
who are tving 1o sell the shows—have
heen anxioushy watching these events
unfold. More than one wader has re-
ferred to them as a “liomus test”™ ol the
short-term potential for China shows.

The success or falure ol cach one
varies, ol course, with the partcular -
dustry. Regardless of the sales that ex-
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hibitors have racked up as a result of the
Cahners semiconductors show, the re-
sults didn’t convinee lood processing
and manufacturing hirms to rush en
measse 1o Cahner's recent Guangzhou ex-
hibinon. Clapp & Pohak may have got-
ten prety high marks as manager ol
CHINABUILD, as well as ol the elec-
tronics show it did back i 1980, But
telecommunications and rvelated firms
are quite naturally gauging the market,
much more than the manager, before
deciding whether to sign up tor the
long-awaited CHINACOMM 82 exhibi-
ton.

Rating a show's commeraal success is
at best an i1y business. Most exhibitors
agree that it takes six o nine months
betore attendees in China begin to re-
spond. Even then.itmay not be possible
to trace the contacts directhy 1o the
show, particularly af it vepresents but
one part ol a company’s marketing
eftort.

Stll, many people i And rightly o
wrongly, the mmmediate reactions 1o a
trade show do have some psychological
effecton the whole exhibitions scene. in
much the same wav that headlines
about China'’s retrenchment i heavy
industy two vears ago upset traders
virtually every business line,

Light Industry

l]ll")l'l).ll‘lillk‘llln[(:(Illllll('l(l'((nll(]
be called the head cheerleader for
Chinaexhibitions. In Novermber 1980 it
tried to kick things off for Amerncan

cquipment manulacturers by staging

the first US Navonal Economie Trade
Exhibition in Berjpng. The broad-
hased, heavy industory show ook 251
manulacturers and $10 million worth of
cquipment (petroleum, transportation,
power, agriculiure, textile, and con-
sumer goods production) over for the
12-day stav. Immediate sales hgures
were good, Exhibitors generated some
STL6 million worth of business during
the show, Commerce reported. and
concluded S15 million worth of pre-
negotiated sales on top of that (see The
CBR. Jan=Feb, 1981, p. 30).

Sales fnm,’u'u‘\‘ however, turned out
worse than anyone could have imag-
imed. Shortly alter the exhibition
closed. so did a good partof the marker,
By the end ol China had

postponed a number ol major metal-

the vea

lurgical and chenncal projects, and had
bhegun rethinking its whole atnitude
about heavy industory, Suddenly the
companies and associanons that had
castigated Commerce for edging its na-
tnonal exhibit ahead of thews were
gratelul that then shows hadn’t been
caught inarevolving door.

This vear's strategy at Commerce—to
promote light indusoy in another na-
tonal show—attracted 61 US exhibitors
in 86 product categories. DOCS exhib-
tons statt simle ac the S 1.6 milhon sales
hgure generated trom the Hloor. Re-
marked Nanoy Rinehart, international
tade specialist supervisor, “Thats ex-
actly what we expected.”

Mavhe so. Butanumber of exhibitors
sy their expectations werent fully met,
Iwo comments nmediately spring to
mind: The overall exposure was ven

vood, but the show was overly broad.
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John Carlson of Carlson Machine
Tools Company described it as “prety
soup to nuts.” Though in the end the
show was heavily tilted toward comput-
ers and mmstrumentation, Carlson said,
“You had evervthing from opucals to
lasers 1o instruments (o printing ma-
chinerv o paneling machinery. The
one common thing among the com-
panies is that they all thought there’s
something [of a market] in China”

Walter | Keiler, sales manager lor
Schmutz Manufacturing. thinks com-
panies could have made better use of
the show had thev been aware of its
scope. “Hwe would have known [how
broad it was], we would have had more
wpes ol equipment there.”

Approximately 80,000 Chinese at-
tended—a far v from the 200,000
drawn o the hirst national exhibit, bui
still far more than most companies
wanted. Exhibitors complained of
being constantly surrounded by sight-
seers, students, and compulsive collec-
tors ol product samples. John Cheng,
Far East regional manager lor Gould,
Inc.. said the booths tended 1o be so
crowded with onlookers that “the per-
son who should be there couldn’t get
in”

Such complaints have consistenth
haunted China shows. Companies
point out that the Chinese have always
msisted on extending the invitations 1o
the organizations and fictories, making
it dilficult tor the loreigners to know
whaois coming. Certaim exhibinion man-
agers have made some sirides, Clapp &
Poliak, lor instance, sends diect muail
materials to the CCPTT (China Council
for the
Irade), for distribution to the desired

Promotion of International
audience. Mav Lee Tnernational, also
through o China mailing. even man-
aged o sign onan American exhibitor
for its Seprember show on renewable
encrgy and enmvironmental prowection,
President Phil Jacobis said that ar hirst
the US company turned down Min
olter. Shortly
changed s mind and deaded 1o par-

[ee's therealter 1
tcipate, when an othicial troma Chinese
rading corporation wrote to sav he
looked torward to seeing the company
at the show,

Commerce has taken to heart com-
panies” complaints about scope, and
marrowed its next China show 1o cover
only mstrumentation. (Cahners Asia
manager—and former Commerce of-
fictal—Steve Sind—thinks that's still
overly broad.) Tdeally 1t would he vet
another natonal exhibition: remarked
Nanaoy

Reinhart, “The industry seems

The China Business Review/July-August 1982

particularly interested in preserving its
wlentity.” The way things now stand,
however, it looks as though the exhibi-
ton will be merged with an interna-
tional instrumentation show set for
carly next year, because of Beijing’s
crowded calendanr.

Tn sav that foreign hirms have been
more active exhibitors than
Americans is to understate the case.
Only one US company attempted a fai-
size China show last vear (in automo-
tives). And as it turned out, only foreign
hrms participated.

Ihe Japanese and Britsh are the
trade show leaders in China. They, say
exhibition managers, have taken the
“long-term view”™ ol the market, realiz-
g they must establish a presence if
they hope to cash in on the future.

Ihe tirms don’t necessarily like 1.
Derek Lyvons, China exhibitions man-
ager tor the Briush giant 1'TF Interna-
tional, reports that British companies
have become “disenchanted™ with
China shows, Apart from the high cost
and often marginal short-term sales,
scheduling conflicts arouse some ire.
“In some cases little attention s paid 1o
the existing world calendar™ of major
events, saiwd Lyvons. “The suuation s
caused in part by the greater autononn
now atforded to the provinces .. andd
exacerbated by the relanvely late ap-
proval of exhibition proposals, atford-
ing inadequate selling and preparation
time.”

Neither s the point lost than Chinas
in the business ol exhibitions. More than
one person has remarked that in some
cases a show matters less to the Chinese
than the toreign exchange it generates.

Sull, the “long term™ is a convincing
ratonale tor Faropeans and Japanese
1o take thenr exhibitions to China. Teis
also the most popular reason that
Americans keep theirs out.

Organizers have the most difhculy
selling particular shows where the man-
ket has not fullv matertahized. Moy Lee
Internatnional, tor mmstance, has been
engaged inoan Cuphill grind”™ convine-
g hrms to join is September environ-
mental [llnlg'(lintl show. PPhil I:l(nllis
savs the hirm discovered some business
opportunities while doing research on
Chinas new environmental protection
law. But among companies in the field.
“There are mixed emotions about
whether China s really aomarket.”

Cahners had the same problem har-
g companes mto its July food pro-
cessing show, Thirtv-two hooths had

been contracted for as of early June;

Cahners had hoped tor 60. The Food
Packaging Equipment Association,
which had been trying to generate in-
terest in a China show for some time,
has put off plans indefinitely. Both
groups feel the industry is on the cut-
tng edge of opportunity. The industry,
however, prefers to sit out the shows till
opportunity actually knocks.

Electronics/Semiconductors

Where Cahners succeeded in China
this year is where many companies
hope to—in electronics and semicon-
ductors. By most accounts the Beijing
exhibition paid off. Approximately 145
exhibitors from 12 countries (led by the
United Kingdom, Japan, and the US)
55 mulhon—90

rung up Hoor sales of ¢
percent of what was on display. Cahners
projects sales upwards of $33 million.
(See The CBR, May-June 1982, p. 47.)
Nearly
equipment, according to Cahners Steve
Sind—automatic mserton, electronic

all the exhibitors ook over

testing. and semiconductor processing
equipment, ete. Argus Trading Com-
pany felt the show gave its clients “the
right exposure in both the technical and
commercial” areas. The “lar-reaching
attendance”™ from China's mun indus-
trial centers also impressed the hrm.
Bear Stearns reported selling three
models of noncontact water-measuring
mstruments lor one ol s clients, ADE
Corporation. George Koo, managing
director of Bear Stearns’ China Trade
Advisors, said the company had more
buvers than it had machines.

INTERNEPCON was not completeh
problem-tree. Sind described his jobh of
selling the show as “worse than arm-
twisting. It was hone-breaking.” Ag-
gravating frems natural hesitance abou
China shows was the whole export li-
censing question: lirms remain uncer-
tain over what they will be permited 1o
sell 1o China, and when. Expense was
also o factor One company representa-
tive who has participated in several
China exhibits thought that the cost of
the booth was too hugh, since he had o
rent additional furnmure and lighting,
and contract the services of an inter-
preter. Cahners counters that it mini-
mized the opions in order 1o keep
down the basic package price,

Fhat same i expressed outrage
that a serious bureaucratic snafu had
not come to light unal the show's end.
Reportedly the China Electronics Tm-
port-Export Corporation (CETEC), with
factory orders in hand, caome e toward
the end of the show to make s buvs.
Only then was it learned that the corpo-
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ration had not been authorized o do
business there, the exhibitor said. Few
seemed aware of the problem, and no
one offered an explanation. But the US
trader has a theory. In his view IN-
STRIMPEX, which has its own stake in
the electronics trade, convinced CCPT
to keep the rival organization out.
Other China hands think this is quite
and IN-
STRIMPEX maintain close ties 1o the
Ministry of Foreign Economic Relations
and Trade, while CETEC comes under

possible, since CCPLI

the Mimstry of Electronices.

Problems aside, the qurstiulm.lirc
Cahners sent out after the show indi-
cated that 90 percent of the exhibitors
would goagain. They will soon get then
chance. Cahners had scheduled a near-
identical show for April 1984—same
time, same place, with expanded space.

Petroleum

It should surprise no one that the
hottest topic of the vear made for one of
the hottest shows, Three hundred com-
panies from nine nations participated
in the SPE
Equipment and Technology Exhibi-

International Petroleum

tion, sponsored by the Society of Petro-
leum Engineers. Approximately 60
percent of the exhibitors were US hirms,
split down the middle between first-
timers and China hands.,

Lhe timing could not have been bet-
ter—thanks, i the view of SPE General
Manager Doug Ducate—rto special
ellorts made by the Chinese. Dav one ol
the show coincided with the ofhicial an-
nouncement ol the areas opened in the
second stage ol the fiest round of bid-
ding. On the second day, China an-
CNOOC, the
Cluna National Oshore Oil Corpora-

nounced formation ol
tion. Exhibitors were doubly pleased,
said Ducate, that the CNOOX(

man—VPetroleum Vice-Minister

chanr-
Min
Yu—happened 1o be cochairing thein

show.,

Day five saw two important visitors
make their way into the Beijing Exhibi-
ton Hall. At six o’clock in the evening,
an hour after the crowds had been
cleared, vice-premiers Yu Qiulu and
Kang Shien paid what the Chinese re-
garded as a highly symbolic courtesy
call. Exhibitors were told that ths
marked the first tme a vice-premien
had ever attended an exhibition spon-
sored by the private sector,

During regular hours, at least
160,000 Chinese swarmed into the
cight-day event. “Obviously there aren’t
160,000 deasionmakers in China's oil
industry,” Ducate veplied, when asked
about the quality of atendance. "But
the 10,000 who are, were there.”

SPE, much to its credit, was able 1o
i(lvlltil} at least 3,000 of the attendees—
by name, tite, and technical area. Lak-
g place across the hall from the ex-
hibit was an SPE technical symposium;
exhibitors and Chinese petroleum ex-
perts presented a total of 85 papers on
operations, technology, and develop-
ment plans. The Chinese attending
wore name badges that were color-
coded according to positions and tech-
nical levels. Those badges enabled ex-
hibitors scanning the crowds 1o single
out some ol their contacts,

While all this went on. attendees took
part in 47 product seminars. These diy
and a hall-long events allowed each ex-
hibitor to discuss practical topics in
which the Chinese had expressed a spe-
cial interest. SPE hall-heartedly backed
the idea. Too often the Chinese who
attend these tvpes of detailed. product-
specific seminars turn out 1o be manu-
facturers of competitive products,
Ducate remarked.

I'his was at once the most, and the
least, commercial of shows. SPE's stated
reason for staging it was “technology
Said Ducate, “We're not in the
business of staging an exhibit to make
money, like o Clapp & Poliak.” Indeed,

transfer.”

Ducate said 1t took the Chinese Petro-
leum Society two vears ol mvitations
and negotations belore itconvinced SPE
to bring in the show.

“We stood fast™ on two main condi-
tions, said Ducate—rthat a high-technol-
0gy the
exhibition, and that the show be nter-

conference be linked 1o

national. “Not only do the Chinese pre-
fer [national exhibits],” he explained,
“they msist on it.”

Exhibitors went over to “wave the
flag,” as one trader putit, and 1o learn
more about development plans. Tmme-
diate sales were a small concern. Cuta-
way and operating models made up the
bulk ol displays; many of the com-
pressors, generators, drill bits, and
packers on hand stopped by the show
en route to delivery points throughout
Southeast Asia. SPE had warned s
members about China’s penchant for
price dickering.

US exhibitors are taking a “wait-and-
see attitude” about the show’s market
potential. Sull, optimism seems 1o pre-
vall. A detailed survey sent out by SPE,
and answered by 148 of the exhibitors,
showed that 73 percent rated ther sales
prospects as “good”™ or Texcellent.”
Roughly 27 percent were able 1o sell
their products or services during the
show: another 21 percent contracted
for future delivery.

Based on the survey, Ducate has con-
cluded that 18 percent of the exhibitors
either have sold, or will sell. to China as
a direct result of the show.,

CHINACOMM/CHINABUILD

Few would argue that the timing of a
China show is as ditheult as ivis impor-
tant. Organizers generally spend a
minimum ol I8 months tyving to Lianch
their shows. In the meantime., a market
can virtually disappear.

Nowhere are the ups and downs of
exhibitions planning better illusirated
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than in the long and circuitous history
of CHINACOMM 82,
Industry Association first approached

Ihe Electronices

the Chinese about a telecommunica-
tions show in 1973, Serious talks began
about four years later. Then in
mid-1980, E1A and the Natonal Coun-
cil submitted a joint proposal for the
show. EIA Vice-President John Sodolski
said thatall svstems seemed go rightup
until China made the startling an-
nouncement Iil.i‘ lllill'l\ [£8] ]]l“('hil\l.' a
US satellite communications system
would be moved back “several vears™ (see
The CBR. Mar—Apr. 1981, p. 30),
Remarked Sodolski, “The ininal in-
terest [in the exhibition] was high. But it
didn’t take many
trenchment to make that evaporate.”
The situation began o change last
vear. Clapp & Poliak, which had been

months alter re-

asked 1o organize the original show,
conducted an industry poll that indi-
cated a renewed interest i participa-
tion. Believing that the show must go
on, Clapp & Poliak took over sponsor-
ship of what has now become CHINA-
COMM 820 EIA is cosponsoring the ex-
hibition: the National Council and
DOC are endorsing 11,

Atter an almost painfully slow start,
CHINACONMM s heading mto the home
stretch with head held high. More than
60 firms—"a blue-ribbon hst ol the US
mdusony, according to the organizer—
will participate in the November 311
event. Exhibitors include Rockwell,
Honevwell, IBM. ATTT, Hewlet-Pack-
ard, Saentific Adanta, and Burmouaghs,
[he scope of the show has been ex-
panded from strictdy elecommunica-
tions o cover military, detense hard-
ware, ((IIII[)U[('I'\. .l[l(l FAY i(”]i‘ 5.

Clapp & Poliak had o much easier
time—though by no means an easy
one—selling CHINABUITLD 82 Promo-
tion began more than a vear and a hall
betore the April event. Ned Krause, di-
rector of Clapp & Poliak’s mternatnonal
exhibitions, savs the response ata given
tme could be gauged just by looking
back over the headlines. Exhibition
planners evervwhere were being lorced
to postpone plans as China began can-
celling projects. Even today, he savs, the
waiting line ol foreign exhibition man-
agers that “used to stretch o Tianan-
men Square,” includes only o handful
of organizers who are serious about
China shows.

In the end, CHINABUILD boasted
participation by 60 exhibitors (hall
fromthe US), with §
displavs. More than 30,000 Chinese at-
tended. While that may not seem signil-

S million worth of

The China Business Review/July-August 1982

icant compared 1o the gigantic crowds
drawn by the two DOC shows, Clapp
and Poliak says this is precisely the au-
dience it wanted. The hrm was permit-
ted 1o draw up an attendee list and
submit it to CCPIT Tianjin, which
then extended mvitations. Such Hexibi-
lity is not granted by the Beijing CCPILT,
savs Krause. In fact, *1 don’t think this
has ever been done in China.”

Companies nevertheless felt that too
many of the wrong people got into the
show. "Praciicing English”™ was a big
passtime, as it is with most exhibitions.
A number of firms complained that the
Chinese had come m 1o do “window
shopping”™ rather than o place actual
orders.

Many Amernicans left their equip-
ment home, owing to the colossal ex-
pense of transporting heavy machinen
to China, and possibly back again. Fu-
ropean and Japanese firms. conse-
quently, garnered most of the floor
sales. Krause says that nearly 95 percent
ol the ('t|||ip|m'ul that was sent, was
sold.

Opintons vary on the overall wisdom
of displaying equipment. Some people
feel that having equipment on hand
givesacompany a real edge on the com-
petition. Said one trade show pro-
moter: “Once you sell some equipment,
nocan lead 1o future sales. You've al-
ready got vour loot in the door™ An-

other busmessman, who would have

spent 575,000 transporting one ma-
chine to and trom a DOC show, sees it as
too costhy an investment. “ The Chinese
expedct vou to sell your equipment at 50
percent of 7 e remarked.

More than one trader has com-
plained of walking into a particular
show thinking his display equipment
had been “presold”™ to China, only 10
learn that he either had to cut the price
or lose the sale.

(.LI'III] & Poliak, by most accounts,
did a4 good job organizing CHINA-
BUILD. Nine months belore the event.
it released o detatled survey of China's
product requirements (conducted in
the PRC by China Consultants Interna-
tional). Krause savs that mailings and
phone calls kept hirms abreast of the
exhibitor hist. Also, he remarks, the Na-
tonal Counal spent a significant
amount of tme gathering and provid-
ing mformation to exhibitors on show
size and displavs,

Some birms sull complamed that they
had o deade whetherto goand what to
take without suthicient market and dis-
plav mtormanon. Bur ac least part of
that seems to be thenr own Lault, Several

major manufacturers—veterans ol
number of China shows—admitted hav-
ing joined exhibitions they did not want
to attend. One reason: subtle pressure

from the Chinese. Another, perhaps

IMoTe IMPOrtint one. s Concern over
what the compettion would do.

Exhibitors like 1o play their cards
close o their vests. By keeping their
plans and displavs a secret, many rea-
son that they can thwart the competi-
tion. A few traders, however, have
begun to see this line of reasoning turn
into a vicious crcle. The compames,
thev sav. are really only hurting them-
selves.

Immediately after CHINABUILD,
several of the major equipment manu-
Lacturers reportedly mer for dinner o
discuss their mvolvement in recent
China shows. A consensus wasn't hard
to reach. according to two participants.,
“We all agreed that belore we decide to
get involved in another China exhibi-
tion,” said one, “we will sit down and
talk 1t over.”

xhibitions are not inexpensive

creatures. A firm that partici-

pated in either ol the Com-
merce shows had to spend $5,000 for a
3x4 meter booth, and pay for travel,
hatels, food, shipping, translation, and
other services on top ol that. (The 1980
booth price included translation ser-
vices. The booth price for the light in-
dustry show did not.)

Stephen Mulder, manager of China
marketing for Cummins Engine, said it
probably cost his company $10.000 “to
get us i the door™ at CHINABUILLD.
Having three Cummins people there
may have added another $10.000 1o the
bill. he said.

Trade show proponents pomt out
that the cost isn’t so outrageous com-
pared to the expense a hem might have
mcurred by going 1o China on its own.
Argus Trading Company's Kathleen
O Donnell says she always leaves a show
thinking. “I could have done it for halt
the price.” But for the “kind of coordi-
nation” she said Cahners demonstrated
in the semiconductors show, “vou prob-
ablv couldn’t have done 1.”

Sull, the price tag may be out of the
question for smaller hirms, And it may
not be a wise buv for larger companies
just trving to assess the market. For
them, there is alwavs the option of
videocassette and catalogue shows.

CTPs, China Translaton and Print-
ing Services, USA, started selling the
catalogue concept last yvear. In Decem-
ber the San Francisco hrm puton ELEC-
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TRO LIT '81, a three-city catalogue
exhibition of materials from 61 US
firms. (All the CTPS shows are strictly
US.) AGROLIT EXPO followed i June.
Now final arrangements are being
made for TRANSENERGY LIT in Sep-
tember (covering transportation and
energy), and the US Machinery Equip-
ment Literature Exhibinon scheduled
for mid-November.

C1PS General Manager Russell Lowe
sells the shows as an economical means
of doing market research and gaining
exposure. For §750, CTPS will display a
firm’s literature and provide feedback
from the Chinese. Small irms with lim-
ited budgets mav hind this the only fea-
sible wayv of introducing themselves to
China. Even some of the industrial
heavvweights who could well afford a
full-scale exhibition opt for a catalogue
show. Lowe savs that Diamond
Shamrock, Lockwood, Perkins-Elmer,
and Monsanto participated in
AGROLLT.

CTPS states up hrone tha catalogue
shows are not a substitute for exhibi-
tons. “We tell people that the hrstthing
thev ought to do [in Chinal is a cata-
logue show,” said Lowe. Then il the re-
sponse looks positive, “delmitely an
exhibition.”

A trade show is something that
should be tried at least once, in the view
of many China hands. Dick Gillespie,
the National Counail’s exhibitions ex-
pert, believes trade shows of fer “the best
possible exposure companies can get
lor the price. T think they're an excel-
lent way 1o imtroduce goods and ser-
vices.”

How many people will take that ad-
VICE 1S .il]\l)(h(l\l\ gLess; \]:n\\ 1 ’]('\ ;u](]
trends are particularly diffhicult 1o pre-
dict right now. But il strong opinions
among traders have anyv bearing. as
DOC Exhibits Manager Kerv Gumas
puts it, three changes will take place:
“Smaller exhibitions, more specialized,
and fewer in number.”

Some shows already are heading
that direction—particularly those being
organized by trade associations. The
Lanners Council of America recently
sponsored an exhibition i Guangzhou
for its member companies. The Ma-
chine Tool Builders Assoctation has a
members-only exhibition slated for
carly next vear. One ol the vears more
highly rated US shows was actually one
of the smallest. Roughly 1,500 Chinese
came to see and discuss scienthic mstru-
ments and lab equipment on display at
Qmghua University, ina trade show/

conference organized by American
consultant Don Lin. The equipment
tes into Phase 11 projects stemming
from the World Bank educational loan.

Only one large American exhibi-
tnon—CHINACOMM—has vet to take
place this vear. The eventual success of
all the other US-
staged exhibitions, will be largely deter-

that show, and of

mined by what the Americans do next.
Follow-up s all-important. Bear Stearns
credits much of s success at the semi-
conductors show to meetings and sales
presentations made later s Beijing
ofthce. Carlson Machime Tools doubts
that its meetings at the light industn
show would have been worthwhile with-
out the groundwork Lud by National
Council member China Consultants
Northwest.

loo often traders sit back and expect
the exlnbition to do all the selling for
them. DOCs Nancy Reinhart savs that
after a national show, she’s more apt 1o
hear from the Chinese than from the
American hrms. Sometimes three
months will go by and then “the Chi-
nese will come back and sav they now
have the monev to buy something,” re-
marked Reinhart. The problem is, “the
company the Chinese were interested in
never went back.” K3

Province:

***0ffshore Drilling

Construction

Western

great demand.

THE RIGHT PEOPLE.

provincial planning,

bureaux from all over China.

***Nuclear Power Plant Construction
***Hotel, Office, Factory and Highway

industrial know-how,
solid financing, office and bank-
ing equipment, construction con-
tractors and equipment are all in

MAKE YOURSELF KNOWN TO

Join the only Fair which can offer you the
chance to get a piece of the action in these
projects. Exhibit your company's business
activities and products to Chinese VIPs
representing the central government and
construction
economic commissions and foreign trade

Please call:

INDUSTRY, FINANCE AND CONSTRUCTION GO TOGETHER HAND IN HAND

Just take a look at the various
projects underway in the Special
Economic Zones in Guangdong

ATTEND

Finance & Construction Fair/

Guangzhou Foreign Trade Centre
January 17-21, 1983

IR ob W 22 41 0 iR 2

Ms. Grace Mak of China Promotion Ltd.
12/F., 9-15 Yee Wo Street, Causeway Bay, Hong Kong.
Telex: 76270 CHOCH HX Tel: 5-7907624 (Night Tel: 5-637681)

China ‘83

and

USA representative: Mr. Albert Teoh, Telephone: (713) 464-0888
France representative: Mr. Jean Pierre Abehassera, Tel: 742-27-19
Singapore representative: Mr. Chang Soo, Tel: 2923390

Worldwide representative: contact nearest Thomas Cook travel office
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Telecommunications

Recent business deals are big topics on the telecommunica-
tions circuit. The hope is that 1982 will signal the start of real
opportunities for foreign tirms.

fier a long lull in US sales of

telecommunications equip-

ment to China, the climae
seems to be changing. Contracts,
though sull few and small. are ncreas-
ing, and signs have appeared that indi-
cate China mayv get serious about
certain communications plans in the
coming vear. Some promising budget-
ary decisions have been made, includ-
ing decisions to increase satellite
communications. Also, the hrst exhibi-
tion of US telecommunications prod-
ucts in China is scheduled to take place
this fall. As one US executive put it
“The activity level is building up.
There’s more contact and more di-
alogue.”

For companies that have watched this
sortof activity build and dissipate in the
past, the question is whether or not the
Chinese are willing 1o make the hard
decisions to allocate money to modern-
iz¢ communications. Looking at the
1982 budget, there is less reason lor ju-
bilation than lor restrained optimism.
The Chinese press repaorts that the 1982
capital construction total for the Minis-
try of Posts and Telecommunmications
(MIL) 1s ¥250 million. That represents
a 1.2 percent share ol the national capi-
tal construction budget, up rom a 0.8
])(’]'('(’Ill (l\'t‘]';lgt‘ over ll'l(' Vedrs Hill( €
19500 This may not constitute an actual
rise n the MPT budget for 1982, since
the total capital construction budget fon
the nation was down 112 percent from
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Chris Brown

1981, But at least the sector has escaped
the severe cuts suftered by other indus-
tries in the second stage of readjust-
ment.

A far more promising budget devel-
opment came from the decision that the
MPT, as well as other local posts and
telecommunications bureaus, will from
this vear on be allowed to retain 90 per-
cent of their profits and foreign ex-
change income., mainly tor upgrading
cquipment. In the past, they were al-
lowed to keep 80 percent of their profits
and only 60 percent of their foreign
exchange. The preponderance of local
deals of Lue makes this a partcularly
signithcant change.

The tact remains, however, that litde
foreign exchange has been allocated for
telecommunications development, and
China looks overwhelmingly to domes-
tie production to upgrade its primitive
imfbrastructure. The work of expanding
and renovating networks, although ac-
knowledged as a priority, has pro-
ceeded slowly, Domestic telephone
capacity is expanding atarate of b per-
cent annually, with mternatonal wle-
communications developing at a rate ol
some 30 percent per year, mainly
satellite communications,

Fhis slow but steady development is
apparentin [US2 NP capital construc-
tion plans. As announced in the Chi-
nese press. the cmplhasis for this vear is
to expand international telecom-

munications in major cities where for-
eign companies do business—Beijing,
Shanghai, Guangzhou, and Dalian,
Plans are to add about 1,000 long-dis-
tance telephone circuits throughout
the country, with most of them serving
major coastal cities and special cco-
nomic zones. In additon, 170,000 ele-
phones should be installed, mainly in
the cities of Betjing., Tianjin, Shanghai,
and Guangzhou.

Roughly one telephone is available
for everv 250 people in Chima today,
And as any visitor there will note, 1t s
casier 1o make a connection between a
hotel phone in Shanghai and a party in
the US, than it is to call an office across
town. Considering the recent upsurge
in production and consumption ol elec-
tronic consumer goods such as televi-
ston sets and radios, the casual observer
might wonder why there is not an ex-
plosion in the PRCYS telephone market.

Chinese planners are not concerned
with telephone communication as a
consumer service: rather, they view it as
a vital part of China’s industrial and
administratve mirastructure. As such,
there remains a great need lor renova-
tion and expansion. Fven by the admis-
sion ol Chinese olhcials, the connimu-
nications networks are a primitive
patchwork i need ol overhaul. But ex-
penditures lor moderniziation in this
sector are not commensurate with an-
nounced prioritv. The reasons: imponrts
are needed to enable China to man-
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ufacture its own modern telecom-
munications equipment, and domestic
communications do not directly earn
hard currency. The fact that interna-
tional communications do result in hard
currency earnings explains their rela-
tively fast growth.

Thus far, Japanese, Hong Kong, and
European companies have held the
lon's share in sales of welecommunica-
tions equipment to China. PRC ofhcials
have made no secret of their opinion
that US technology in this field is the
most sophisticated in the world. How-
ever, US prices are not competitive, in
their view, and export controls pose ma-
jor problems. Favorable tinancing, bet-
ter loveign exchange rates, and lower
transportation costs from other coun-
tries do not help America’s competitive
position.

The Satellite Connection

There is still no word on China’s pre-
vious plans to purchase a $200 million
US satellite broadcast and communica-
tion system. plans which were post-
poned indelinitely in December of
1980 (see The CBR, Mar—Apr. 1981, p.
305 Nov.-Dec. 1981, p. 58). Yet China has
started to move on other cooperative
activities with the US in satellite tele-
communications.

[n April, the Ministry of Posts and
Telecommunications issued a formal
request o lease one and one quarter
transponders for domestic commu-
nications on the Intelsat TV-A satellite,
for an annual fee of $1 million. Tha
lease will provide nationwide broae-
casts from two color TV stations
through one transponder, and 200

channels for intercity telephone com-
munication through the other one-
fourth. Shortly after the formal request
was submitted to Intelsat, a delegation
[rom the MPT came 1o the US and vis-
ited a number of ground station equip-
ment manulacturers. Those companies
mcluded Varan/Beverly, Scientific At-
lanta, Harris Inc., Hughes Aircraft, Ra-
diation Svstems, and MACOM/Linkabit.

It is estimated that some 40 ground-
stations will be required to make use of
the transponders. China reportedly
plans to put 17 of these in operation in
the first year of the lease. Ten ground
stations in Beijing, Shanghai, Nanjing,
Shijiazhuang, and other sites are now
being used in an experiment to test do-
mestic communication and TV rans-
mission through the Intelsat IV AL
According 1o Chinese press reports,
China plans to build ground stations in
Beijing, Chengdu, Hohot, and Urumqi
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sometime alter the tests are completed
in August.

The prospects for toreign participa-
ton in the construction of future
ground stations for Intelsat are not
clear. Chinais able to produce 10-meter
antennas and some terminals at van-
guard facilities. Much of the sophisti-
cated equipment, such as low-noise
amplifiers and receivers, multiplexing
devices, and measuring and testing
equipment, will probably be imported.
Depending on the arrangement tha
China and Intelsat arvive at for techni-
cal assistance, there may also be an op-
portunity for a US firm to assist in
engineering and design.

Ihe lease of Intelsat transponders
may act as a catalyst for the Chinese to
expand and renovate domestic long-
distance networks. As one industry ob-
server commented, "Once a country ob-
tains satellite capabilities. 11 puts
tremendous pressure on them to make
decisions.”

A second promising development in

satelhite telecommunications comes

from China’s $10 million order lor a
Landsat ground station from Land Re-
sources Management Corp. ol the US.
China had agreed. in the Sino-US Un-
derstanding on Cooperation in Space
lechnology signed in 1979, that this
station would be purchased from a US
firm. But mn 1981 there was some lear
that China would go 10 a foreign com-
pany with more competitive prices.

Since the contract was signed, LRM
has reportedly been beset by internal
and legal problems that many observers
believe will cause a cancellation of the
China deal. Other US companies have
already approached the Chinese to pick
up the pieces if the present arrange-
ment falls apart.

When a ground station is fimally con-
structed, the Chinese will be able 1o ap-
plv the remote sensing and thematic
mapping capabilities of Landsat D 1o
estimate harvests, predict droughts and
flooding, identfy crop disease and in-
lestation, and conduct geological explo-
ration lor mineral deposits. The
ground station ordered would be lo-
cated near Beiping and would receive
Landsat information tor the areas of the
north China plain reaching as far west
as Shanxi and Gansu, and areas span-
ning south into Guangdong. After the
svstem bhecomes opervational, more
cquipment may be purchased to en-
hance analysis capabilities. China also
his expressed interest in constructing
two additional ground stations to cover
areas in the west and south

There may be additional oppor-
tunities in satellite communication com-
ing from the Ministry of Electric Power.
Scientihic Atlanta is now installing three
ground stations lor the ministry. They
will be used to transmit data from re-
mote generating stations to central sta-
tions. Reports from the coal sector
indicate that a ground station mayv be
needed for communications at the
Pingshuo project.

Plans have already been made to
lease an additonal one-lourth to one-
hall Intelsat transponder as part of an
overall project to develop telecom-
munications for offshore oil exploration
and development. That project, accord-
ing to one US government othcial, 1s
projected 1o cost between $100 million
and 150 million. It is expected 1o re-
semble the elecommunications net-
work set up by the Norwegian company
Statoil, tor use in the exploitation of
North Sea reserves.

Ihe authority to manufacture and
procure equipment for the offshore sys-
tem is vested in the lelecommunica-
tions, Broadcasting, and Television
Administration (formerly State Bureau
ol Broadcasting and "Television Indus-
try). under the newly formed Ministry
of Electronics Industry. Long-term
plans call for the equipment to be man-
ulactured domestically. But for the
short term, the China National Off-
shore Oil Corporation (CNOOC) is au-
thorized to purchase loreign equip-
ment with TBTVA approval. TBTVA has
alveady approached several US firms
secking ground station and shipboard
communication equipment.

International Communication

US carrier services report that the
growth of circuits between the US and
China continues: expansion, they sav, is
limited only by the ability of the Chinese
network to absorb further trathe, 111,
for instance, 1s now in the process ol
doubling its circuits tor telex, telegraph,
and lease channel services to the PRC by
replacimg s Frequency Division multi-
plexing equipment (FDM) with Time
division multiplexing equipment
(1DM). This equipment will subdivide
the 2.4 50-baud telegraph channel cir-
cuits now operated by FIT into 46 cir-
cuits.

To handle increasing international
tratfic, a 16-story gateway switching cen-
ter is planned for construction in
Shanghai. Though a site has already
been selected. responsibility for the
project is apparently sull under discus-
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sion. A major expansion of the interna-
tional switching center in Beijing is also
planned.

Domestic Network

China has now linked 23 provincial
centers with long-distance automatic
and semiautomatic dialing. Microwave
circuits are employed in service to 15 of
these cities. Although China’s land-line
circuits—still the backbone of its overall
network—are generally overloaded,
the new microwave circuits have not
been used to capacity. Chinese press re-
ports say that only 28 percent of the
MICTOWAVe CONMIMUMICAlons Circuits are

been negotiating an agreement with
MPT and MACHIMPEX to produce
maodern telephone cable in Chengdu,
Sichuan. The agreement, as originally
envisaged, would call for Essex to pro-
vide licensing, know-how, and equip-
ment procurement services for a facility
that would produce 8 billion conductor
feer of jelly insulated plastic-sheathed
telephone cable per vear. Essex would
then be responsible for marketing 50 to
60 percent of production over the 6-
vear term of the agreement. The cable
would be used in China to connect cen-
tral ofhces within cities and for local
communication in rural areas.

As one industry observer commented, “Once a country
obtains satellite capabilities, it puts tremendous pressure on

them to make decisions.”

now in use, and even those that are in
commission have been underutilized.

Last vear an agreement was signed 1o
construct a luajln microwave svstem to
link Guangzhou with Hong Kong. The
§5 million project is being undertaken
by a joint venture between Cable and
Wireless Ltd. (Hong Kong) and the
Guangdong Posts and Telecommunica-
tions Administrative Bureau. Equip-
ment for the project is being purchased
from Japanese companies, with deliv-
eries scheduled to be completed by
September.

Switching in Chinese networks is
done through semiautomatic and auto-
matic crossbar svstems, with manual
step-by-step exchanges sull in use i ru-
ral arcas. MPT othcials have said that
replacing urban crossbar switching
with Stored Program Control (SPC) svs-
tems 1s a priority, and there have been
discussions with US companies about
more sophisticated digital equipment,
Imports in this area have generallhy
come from Europe and Japan. al-
though US companies such as AT&T
and GTE have sold PABX switchimg
packages for hotels.

China’s cable factories are able to pro-
duce telephone transmission lines, in-
cluding coaxial and multiconductor
cables. Much of the output, however. is
not technically sophisticated: some fac-
tories are able to produce only steel and
iron wire, and most standard telephone
cable is manufactured with paper in-
sulation and lead sheathing.

The Essex Group, a subsidiary of
United Technologies Corporation, has
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However. prospects for a final agree-
ment are now in question, and the US
company may end up providing a h-
cense in a straight sale arrangement.

Another US company, Storage Tech-
nology Corp. of Lousville, Colorado,
has begun to sell multiplexing equip-
mentto the Chinese to increase capacity
on overloaded major telephone lines.
Last vear. the company signed a con-
tract worth over $600,000 to install four
of its COM2 voice concentrator/muli-
plexer telephone systems, to train Chi-
nese technicians in maintenance and to
supply spare parts. These are the hrst
time-assigned speech interpretation
multiplexing svstems to be imported by
China and are expected 1o be used to
double capacity on long-distance cir-
cuits linking the coastal cities of
Guangzhou, Shanghai, Beijing, and to
connect the Nei Monggol capital of Ho-
hot with Beijing. According 10 a com-
pany source, Chinese officials have
described the installation of these sys-
tems as a pilot project, with as many as
50 more installations to follow in the
next hive vears il the pilot proves suc-
cesstul.

In the area of telex equipment, for-
merly a Japanese stronghold in the
market. Extel Corp. of Northbrook, Hli-
nots, has recenthy made important ad-
vances. With a recent sale of $700.000
worth of terminals tor use throughout
the provinces, Extel’s total sales of tele-
printer units since 1978 is up 1o more
than 2,000, The company also supplied
the Xinhua news agency with terminal
equipment to edit and prepare texts

and to disseminate news throughout
the provinces.

CHINACOMM '82

With these developments pointing to
opportunities for US companies in the
China telecommunications market, the
US industry is eagerly awaiting the
CHINACOMM 82 exhibition this fall.
I'he hirst show of US telecommunica-
tuons equipment in China, CHINA-
COMM has been organized by Clapp
and Poliak with the cosponorship of the
Electronic Industry Association and en-
dorsement from the National Council
for US-China Trade and the US De-
partment of Commerce. More than 40
companies already have registered 1o
take part in the exhibition, scheduled
for November 3 through 11 at the Bei-
jing Exhibition Hall (see p. 40).

Ihe general shopping list issued by
the Ministry ol Posts and Telecom-
munications and other Chinese organi-
zations for the exhibition covers a full
range of equipment. Included are SPC
switching systems and PABX systems,
mobhile telephone switching systems,
and auxiliary equipment for central
switching centers: transmission lacili-
ties svstems including coaxial cable,
PCM multiplex transmission equip-
ment, digital microwave transmission
systems, and optical fiber transmission
svstems: high-speed and low-speed dig-
ital transmission equipment, digital
switching equipment and terminal
equipment: telegraph switching sys-
tems and terminals; facsimile trans-
mission equipment; satellite commu-
nications systems; cables including
coaxial and jelly-filled plastic insulated
cable, and photoconductive fiber cable,
computer applications i communica-
tions: testing instruments: and spe-
cialized components for communica-
tion equipment, including large scale,
linear, and mixed integrated circuits,
microwave devices, optical devices, and
plug adapters..

Unlortunately, much of the equip-
ment that interests China most—inte-
grated circuits for manulacturing
sophisticated communication devices,
and advanced compuier-associated
equipment the Chinese are unable 1o
produce—is guarded caretully under
US export controls. Representatives of’
the US telecommunications industry
have heen meeting with government of-
hictals to arrive at guidelines for
CHINACOMM exhibitors. In this sense,
the exhibition will not only determine
what the Chinese are willing to buyv, but
may indicate what the US is able to sell.
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Helen Kauder

ne of the most popular

brands of black and white

['Vs on the market in Fujian
Province last vear came from Taiwan.
The 525 scanning lines on Taiwanese
sets make it possible for viewers to catch
Tatwan broadcasts.

Meanwhile, in Taiwan, retailers did a
brisk business selling mainland silk ap-
parel, herbs, medicines, and teas, all of
which are believed to be of better quality
than the local brands.

While official trade between Taiwan
and the mainland of China does not
exist and is considered illegal by Taiwan
authorities, a survey by the Hong Kong
Census and Statistics Bureau of local
trading companies involved in reexport-
ing revealed that two-way semiothcial
trade in 1981 reached US$462 million.

Typically, goods that are shipped to
these trading companies from China
are relabeled and repacked with goods
from other countries betore they are
sent to laiwan. Products from Taiwan
are often repackaged and then sold 1o
China Resources Company, the Hong
Kong purchasing agent of the Chinese
government, or sold directly to PRC im-
POTt-eXport corporations.

Manufactured goods make up over
70 percent of Taiwan’s exports, consist-
ing mainly of textle yarns and man-
made fabrics. The figure for textile
yarns jumped from $60 million in 1980,
to $114 million last year. Sales of sewing
machines and other textile and leather-
fabricating machinery rose from $2 mil-
lion in 1980 to $17.2 million in 1981,

Repackers in Hong Kong are likely to
receive fewer Taiwan goods in 1982 now
that Beijing has imposed restrictions on
some Taiwan imports. In addition, an
official at China Resources Company
said in June that if Taiwan-made goods
are repacked in Hong Kong, they can
no longer enter the mainland of China
duty free. Indeed, Taiwan-to-mainland
reexports from January to April 1982
showed a 28 percent decrease in vol-
ume, as compared with the same period
in 1981,
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Restrictions are coming rom the
other side, as well. When Sempol, a ma-
jor electronics company in laiwan, took
out an advertisement in the Ta Kung
Pao, a Hong Kong-based Communist
newspaper, it was severely reprimanded
by the Taiwan authorities. Taiwanese
fishermen now face the risk of stiffer jail
sentences for trading across the Taiwan
Straits. Previously, some fshing vessels
had exchanged watches, eveglasses, and
radios tor gold.

Demand in Taiwan for mainland
products continues to increase in spite
of these changes. One reason is the
growing familiarity in Taitwan of main-
land products, as local residents travel-
ing to Hong Kong bring home items
purchased in PRC emporiums. A store
in Taiper is meeting the demand by
using a third partv in Hong Kong to buy
traditional Chinese silk dresses sold in
the Beijing Friendship Store. They are
resold in Taiwan with new labels that do
not indicate place of origin.

leapots from Yixing. in Jiangsu
Province, are particularly sought after.
Famed all over the world for their du-
rability and disunctive glaze, the tea
pots are now hred with labels written in
unsimplihed Chinese characters. The
Taiwan authorities have been willing to
assume that the goods were made prior
to 1949,

laiwan businesspeople have, as with
many other imported items, made their
own cheaper imutations of the pottery.
Aware of the hazards of selling a PRC
product but eager to capitalize on its
status, they have chosen a carefully am-
biguous label that under no circum-
stances would make them guilty of false
advertising. In English, it is simply
“Made in China.” 3

Helen Kauder s a senior at MIT major-
ing ineconomics. She spent a year i Tarwan
studying Chinese before joining The CBR
staff as a summer intern.

(Million US dollars)

Food and live ani-

mals (mainly

cereal prepara-

tions) 0.27  0.32
Crude materials

(mainly synthetit

fibers) 1345 7.39
Chemicals 2.70  5.02
Manufactures

(mainly textile
yarn, man-made
fabrics, con-
tainers)

Machinery (mainly
TVs, sewing ma-
chines,
typewriters)

Misc. manufac-
tures (mainly
watches, womens'
skirts, optical
goods, um-
brellas) 7.68 11.95

Total 241.53 386.21

Percent of Taiwan's
total export
through Hong
Kong 26.0 27.1

156.11 277.756

61.36 B83.84

Food and live ani-
mals (mainly
fish, fruits and
nuts) 7.33  7.02
Crude materials
(mainly amimal
hair, plants,
seeds, clay, con-
centrates of base
metals)
Chemicals (mainly
antibiotics, nitro-
funcuion com-

64.95 60.81

pounds) 361 5.38
Manufactures

(mainly woven

cotton fabrics) 1.80  1.24

Machinery (mainly
electrical ma-

chinery) 0.24  0.66
Misc. manufac-

tures 0.30  0.33
Mineral fuels 0.03  0.06
Total 78.28 75.49

Percent of PRC
total exports
through Hong
Kong 17.1 175
SOURCE: Hong Kong Census and
Statistics Bureau, June
1982,
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NEW REFERENCE BOOKS

The China Directory of Industry and
Commerce and Economic Annual,
compiled and edited by Xinhua Pub-
lishing House. Boston: Science Books
International: Beijing: Xinhua: Wash-
ington: Chinatrans, 1982, Directory,
1,377 pp.; Economic Annual, 378 pp.
$395 until October 15, 1982, §495
thereatter.

A unique, major reference work for
China wraders, the volume contains a
directory of nearly 10,000 Chinese
manufacturing and commercial enter-
prises and a review of the Chinese econ-
omy through 1980, Enterprises are
listed according to 17 industrial and
commercial categories, each with its
own table of contents. Included are an
enterprise’s address, director, tele-
phone number(s), cable address, num-
ber of emplovees, and major products
or commodities handled. A mailing la-
bel in Chinese is provided for pho-
tocopying. An alphabetical index to the
directory listngs is included.

The Economic Annual contains infor-
mation on trading with China; the na-
tional economy. including reports on
industrial and commercial sectors;
provincial reports; texts of economic
laws and regulations: major economic
statements in 1980: and an economic
chronicle, 1949-1980).

This reference hook s an important
Chinese contribution to the available
resources on China and will be essential
to research libraries and to corpora-
tions with a major commitment to trad-
ing or investment in China.

China: International Trade Annual
Statistical Supplement. National For-
eign Assessment Center, February
1982, Distributed by the Natonal Tech-
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BOORKSHELEF

$ 44 fe

Marianna Graham
Librarian

nical Information Service, NTIS
#PBR2-928202. 101 pp. §13.50.

This very useful reportis a listing, by
SITC numbers, of China’s total com-
modity trade for the years 1970 and
19751980 in USS$ value. Using pri-
marily the statistical reports of China’s
trading partners, the NFAC stafl was
able to account for 97-98 percent of
Chinese imports and exports (the bal-
ance was distributed among appropri-
ate categories). The import and export
listings present 1. 2, 3, and 4-5 digit
SI'TC numbers. This supplement com-
plements NFAC' series, China: Interna-
tional Trade Quarterly Review. which
provides statistics on China’s trade with
the countries and regions of the world.

US—China Trade Statistics 1981. Wash-
ington: The Natonal Council for
US—China Trade, 1982, 110 pp. $40:
free to National Council members.

I'he National Counail’s annual com-
pilation of trade statsties lists US ex-
ports to China by 7-digit Schedule B
and E numbers and US imports from
China by TsUSA and Schedule A num-
bers. Listngs are in cumulative rank
order and in numerical order. New lea-
tures in this editon include informa-
tion on China’s total world trade and
trade with selected countries, analyses
of USexportsand mports 1978-1981 in
a simplitied format, and US textile im-
ports by najor category,

Chinese Petroleum: An Annotated
Bibliography, by Ravinond Chang.
Boston: G.K. Hall & Co., T982. 214 pp.
S35,

Anexcellent new resource on China's
petroleum industry, this annotated bib-
Liographyis a welcome tool lor research
on the history and development of the
industry to 1980, Some entries on the

petrochemical industry and alternative
energy sources are included. The vol-
ume is not comprehensive; for exam-
ple. English-language monitoring ser-
vices reports are not included. The 860
entries, from primarily English-lan-
guage sources, have been selected on
the basis of significance, usefulness,
and availability. The bibliography con-
tains sections for reference works,
books. articles, and Chinese and Jap-
anese books and articles. Entries are
chronologically arranged within sec-
tons. The volume includes an appen-
dix on research libraries and subject,
author, and title indexes.

Research Guide to the People’s Daily
Editorials, 1949-1979, by Michel Ok-
senberg and Gail Henderson. Ann Ar-
bor: Center for Chinese Studies, the
University of Michigan, 1982, 194 pp.
$7.50.

Providing access to the only continu-

ous source of high-level Chinese policy
statements, this guide 1s a day-byv-day
chronological listing of editorials in the
People’s Daily from 1949-1979. An ex-
tensive subject index cites the editorials
by topic, by region in China, and by
country.
Americans in China, 1971-1980: A
Guide to the University of Michigan
National Archive on Sino-American
Relations. Ann Arbor: Center for Chi-
nese Studies, the Universitv of Michi-
gan, 1981, 313 pp. $15.

The archive is a historical collection
of diaries, reports, memoranda, and
oral history tapes and transcripts docu-
menting informal relations between the
United States and China. This guide
lists the contents of the archive by sub-
ject. An introduction o the volume
summarizes the American experience
in China as reflected in the collection. &
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Council Expands Business Services

In July the Council merged the Importer and Exporter Servi es departments to
form a new Business Advisory Services Department, headed by Carolvn Brehm.
[he move expands and consolidates all import, export, and countertrade func-
tons to improve the quality ol membership services.

The department’s three assistant directors will cach take responsibility for several
industrial sectors. and handle all contacts with member firms, committee work,
and delegation activities in their areas. Likewise, the Counals committees will
combine mmporter and exporter interests in the same industrial areas, where

il]);)l”l)l rate.

The new team: Richard Gillespie (front left), Carolyn Brehm, and Andrew Heyden,
Standing: Sally Wile (left), Susan Baugh, Gerri Lee, and Marie Ric hards

Council Officers Form New Company

Norman Getsinger, the lormer director of Exporter Services. and Harold
Champeau, deputy director,are leaving the Council this summer o form their own
consulting firm. China Busiess Services. Belore joining the Council over three
vears ago, both ofhicers had lengthy government service careers. mainly in the
China area. In the Coundil. they administered industrial commuittees and escorted
delegations o and from China. Pending establishment of a Washington ofhee,
China Business .

Services can he
reached a1 24924
Richmond Lane,
Vexandria, VA,
22305, or by call-
g (703
HN3-1817. The
Council’s stall
wish Norm and
Harold every sue
cess in their new

enlerprise.

Harold Champeau and Norman Getsinger
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Rosanne Drummond
Joins Beijing Office

Rosanne Drummond will assume the
post of deputy representative for the
National Council on August 1. She will
be succeeding Stephen Markscheid,
who has served in this position since
March of 1981.

Prior to joining the Council, Drum-
mond worked as an account executive
with Altman, Inc., an international
trading company and Council member.
In this capacity, she formulated and car-
ried out new marketing strategies, ne-
gotiated contracts on behalf of US
companies, and coordinated documen-
tation and shipping arrangements.

Drummond received her B.A.in East
Asian Studies from Columbia Univer-
sitv and is proficient in spoken and writ-
ten Mandarin Chinese. Her other pro-
fessional experience includes banking,
retailing, and fund raising.

Lori Starrs Joins
The New Republic

In Julv The CBR's production as-
sistant took over ]:Ilnillclltbll resporn-
sibilities wt Washington's weekly maga-
sine, The New Republic. Lort Starrs
jomed the Coun-
il in 1980, and
has copyedited
and assisted with
the production of
virtually all Coun-
cil publications
since then. The
CBR stall wishes
her the best ol
luck in her new
|(|||,
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CHINA BUSINESS

Jennifer Little
Assistant Librarian

The following tables contain recent press reports of business arrangements exclusive of those listed in previous issues. Joint ventures,
licensing arrangements, and other forms of business arrangements are included if classified as such in Chinese and foreign media
reports. For the most part, 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 Jennifer Little.
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Company/Country

Product/Value/Date

EXPORTS TO CHINA: SALES AND NEGOTATIONS THROUGH JUNE 15

Company/Country

Product/Value/Date

Agricultural Commodities

(Brazil)
(us)
(Malaysia)
(Ecuador)
(Brazil)

(Canada)

(Chile)

World Food Programme
(United Nations)

Nissho lwai Corp.
(Japan)
(Burma)

(Argentina)

(Canada)

3,000—4,000 tons of tobacco. Reported
2/5/82.

30,000 tons of soybeans and 7,000
tons of corn. Reported 2/23/82.

Timber. $1.7 million (4 million ringgit).
Reported 2/24/82.

10,000 tons of bananas. Reported
2/25/82.

30,500 tons of soybean oil shipped in
1981. Reported 3/16/82.

Gift of a shipment of wheat for drought
and flood relief. $1.6 million (C$2
million). Reported 3/25/82.

77,500 tons of unbleached kraft pulp
during 1981. Reported 4/82.

Gratis aid in the form of grain. $51.6
million. Reported 4/3/82.

83,000 cubic meters of American lum-
ber. $12 million. Reported 4/13/82.

130,000 tons of rice. Announced
4/18/81.

Agreement to supply cotton to China
from 1982-1984. Signed 4/23/82.

3.5—4.2 million tons of wheat during
the next 3 years beginning August 1,
1982, $2.25 billion. Agreement an-

nounced 5/6/82.

(Thailand)
Agricultural Technology

Agrodev Canada Inc.
(Canada)

(Australia)

60,000 mt of rice. $12.2 million. (280
million baht). Reported 5/6/82.

Will act as project manager of the first
phase of the Northern Livestock Project
in Nei Monggol under a contract
awarded by the General Bureau of
Animal Husbandry. $833,000 (C$1 mil-
lion). Reported 4/82.

Equipment and technical aid to in-
crease the productivity of the citrus
orchards at the Lingling State Farm,
Hunan. $1.46 million (Aus$1.34 mil-
lion). Reported 5/5/82.

Chemicals and Chemical Plants

Dunlop Holdings Ltd,
(UK)

(Japan)

Coal

Fluor Corp.
(us)

Romania Bucharest Co.

for Mining and Geo-
logical Cooperation
(Romania)

Cooperation to help modernize the
Guangzhou Rubber Bureau's rubber
manufacturing facilities, Protocol re-
ported 3/22/82.

380,000 tons of urea between
9/81-1/82. Reported 3/30/82.

Contract to modernize and expand the
Fushun West open-pit mine in Liaoning
Province. Approx. $50 million. Re-
ported 4/27/82.

Will design a coking coal mine and
preparation plant at Huoxian, Shanxi,
for the China National Technical Import
Corp. Reported 5/12/82.

NVG = No value given

NOTES: Contracts denominated in foreign currencies are converted into US dollars at the most recent monthly average rate quoted in International

Financial Statistics (IMF),

Contracts concluded over two months ago are also included if they were not reported in the last issue of The CBR
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Minequip
(France)

Technotrade
(Italy)

ACEC, Brugeoise &
Nivelles, and Electrobel
(Belgium)

French government loan of coal mining
equipment for the 4-million-tons-per-
year Dongtan mine at the Yanzhou field
in Shandong. $45.8 million (Fr 275
million). Reported 5/24/82.

Preliminary agreement with China
Southwest Development Corp. to pro-
vide engineering and technical advice
for coal mines in southwest China and
to design and oversee construction of a
250-km rail network. Proposed pay-
ment: 8-10 million mt of steam coal
over a 5-year period. Reported 5/28/82.

May receive orders for the Guizhou
coal mining project. Could total $340
million (Fr 15 billion). Reported
5/31/82.

Construction Materials and Planning

Shin Ho Cheng Develop-
ment Ltd.
(Hong Kong)

Hitachi Ltd. and Kan-
ematsu-Gosho Ltd.
(Japan)

Asland, Ateinsa, and
Focoex
(Spain)

Consumer Goods

East Asiatic Co.
(Denmark)

Seikosha
(Japan)

Electronics

Kayex-Hamco
(US)

Nippon Electric Glass Co.

and Nissho lwai Corp.
(Japan)

Nippon tlectric Co.
(Japan)

Okaya Electric
(Japan)

Control Data Corp.
(Us)

International Imaging Sys-

tems
(Us)

David Jamison Carlyle
Corp. (US)

Koa Denko Co.
(Japan)

Will double its investment in a new
hotel complex in Guangzhou, a coop-
erative project between Shin Ho and
the Yancheng Service Development
Corp. $100 million. Reported 4/16/82

Elevator manufacturing equipment and
technology for a plant in Guangzhou.
¥500 million ($2.1 million). Reported
4/19/82

Letter of intent for construction of a 1.2-

mt-per-year cement plant in
Guangzhou on a compensation trade
basis. $200 million. Reported 4/21/82.

Cooperation in construction of a beer

factory in Guangzhou, probably in con-

junction with Carlsberg. Reported
4/19/82.

Technology for cold pressing watch
cases and other equipment at the Xian
Hongqi Watch Factory. $384,000. Re-
ported 5/3/82.

Crystal growing furnaces to supply raw
materials for integrated circuits in
Wuxi. $1 million. Reported 3/82

1.2 million screen tube bulbs for black
and white TV sets ordered by the
Shanghai Municipal Light Industrial
Corp. in 1982; $7.6 milhon. 1 million
bulbs ordered for 1983; $6.3 million.
Reported 3/13/82.

A television tuner production line for
the Dandong TV Parts Factory, Liaon-
ing. Reported 4/82.

Plant to produce film capacitors.
$858,000 (¥ 200 million); half of the
value to be paid in products over a 2-
year period. Reported 4/82.

A Cyber 170-730 computer for oil and
gas exploration. COCM approval. Re-
ported 4/7/82.

Computerized image processing sys-
tem. $1.2 million. Reported 4/12/82.

Lear Siegler video display terminals and
electronic printers ordered by the Min-
istry of Electronics Industry. $100,000.

Reported 4/12/82.

2 plants for making carbon-film re-
sistors to be supplied to the Shanghai
Electronics Components Industries. Ap-
prox. $642,000 (Approx. ¥150 million).
Reported 4/13/82.
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Philips
(Hong Kong)

Andro Korea Electronics
Co. (S. Korea)

Datamax Pty. Ltd.
(Australia)

Thermo Electron Inc. (US)

Food Processing

Danish Turnkey Dairies
Ltd. (Denmark)

Austral Insulation Pty.
(Australia)

Machinery

Ebara Corp.
(Japan)

Flymo Ltd.
(UK)

Rockwell International
(us)

Will supply two-way radios to Kee
Kwan Motors, which holds the exclu-
sive China bus tour franchise for
Macao. Reported 5/82

50,000 units of monaural cassettes via
Hong Kong. Reported 5/82.

30 single-board microcomputers and an
agreement signed with the Metallurgi-
cal Research Institute to market and
eventually manufacture the Datamax
8000. $180,000. Reported 5/82.

Instruments and calibration equipment
for an air monitoring network for Bei-
jing. $1 million + . Reported 5/13/82.

Complete set of equipment for a milk
powder factory in Hetlongjiang. $9
million, financed by Danish govern-
ment loan. (70 million kroner).
Reported 4/19/82

Will design and construct a 6,000 sq.
m. cold storage complex. $3.3 million
(Aus$3 million). Reported 5/82.

Agreement with China Machine Build-
ing International Corp. to provide pump
manufacturing and casting skills 1o a
plant in Shenyang. Announced 4/27/82.

Six petrol engine GT-4 air cushion lawn
mowers. Reported 5/82.
A Webb offset printing press for the

New China News Agency. Announced
5/27/82.

Metals, Mining, and Processing

Comalco Aluminum
(Australia)

Nippon Light Metal Co.
(Japan)

General Electric Co. (US)

Ajax Magnethermic Corp.
(us)

Showa Electric Wire and
Cable Co. (Japan)

Petroleum

Irish Bridge (Ireland)

Japan National Oil Corp.
(lapan)

Power
General Electric Co. (US)

Snowy Mountain En-
gineering Corp.
(Australia)

Shipping
(Pakistan)

5,000 tons of aluminum. Reported
4/8/82.

10,000 mt of alumina for a new
Guiyang smelter. Reported 5/11/82.

A continuous casting system for the
Harbin Cable Factory to produce cop-
per wire. Signed December 1981.

Electric furnace to melt copper at the
Harbin Cable Factory. $1 million. Re-
ported 5/14/82.

Equipment for a copper dip forming
system for the Harbin Cable Factory.
$1.2 million. Reported 6/11/82.

tquiment and technology for oil explo-
ration in the Yellow Sea. $18 million.
Reported 4/16/82.

Will jointly explore for oil and gas in
the narthern part of the Ordos Basin in
Nei Monggol with China’s Ministry of
Geology and Minerals. Agreement
signed 5/19/82.

Advanced solid-state relaying and sig-
naling equipment for a 500-kv
transmission hne in north China. Re-
ported 4/82

Review of feasibility study for the pro-
posed Lubuge hydroelectric project in
Yunnan. $440,000 (Aus$405,000). Re-
ported 5/5/82.

4,500-ton bulk carrier. Reported
2/28/82.
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Telecommunications

Storage Technology Corp.

(us)

Standard Telephones &
Cables Ltd. (UK)

Five COMZ voice concentrator/multi-
plexer telephone systems. $600,000.
Reported 4/5/82.

Negotiating the System X digital public
telephone exchange for Guangdong,.
Reported 4/20/82.

Textile Plants and Equipment

Toyobo Co. and
Sumitomo Corp. (Japan)

Transportation

Dathatsu Motar Co.
Japan)

National Bicycle Corp.
{India)

Eaton Corp. (US)

Hino Motors Ltd. (Japan)

Fuji Heavy Industries,
Ltd. (Japan)

Perkins Engines Group
Ltd. (UK)

A 30,000-ton-per-year polyester staple
spinning plant to be constructed outside
Nanjing. $13.3 million (¥3.2 billion).
Announced 4/16/82.

150 small trucks for Guangdong. Re-
ported 3/18/82.

Bicycles. $1.08 million (Rs 10 million),
Reported 3/31/82.

An air traffic control system to serve the
Guangzhou airport. Reported 4/82.

393 sightseeing buses. $17 million (¥4
billion). Reported 4/13/82.

Technology and sample parts for 35-
seat buses to an Aviation Ministry plant
in Beijing. Reported 4/13/82.

500 diesel engines and transmissions to
be installed in “"Overlander” jeeps
made for export in Berjing. Reported
4/23/82.

NA (US)
Miscellaneous

Toko Tokuma (Japan)

(Philippines)

(Japan)

(Sweden)

(Japan)

Mitsubishi Bank
(Japan)

NBC and Children’s Tele-
vision Workshop (US)

3 fire trucks. Reported 5/15/82.

Joint production with the Beijing Film
Studio of the film An Unfinished Chess
Game. Reported 3/18/82.

Cooperation with the Bureau of Cinema
in producing the film The King of Sulu
and the Emperor of China. Reported
3/29/82.

Grant to the Beijing Institute of Physical
Education and the Chinese Judo Asso-
clation for equipment for research. $2
million (¥50 million). Reported
3/29/82.

Bilateral agreement on the mutual pro-
tection of investments. Signed 3/29/82.

Is cooperating with China to edit a two-
volume book entitled Contemporary
Chinese and Japanese tconomies, Re-
ported 5/3/82.

Is seeking agreements on business co-
operation and promotion with the
Beijing Economic Development Corp.
and the Shanghai Investment and Frust
Corp. Reported 5/11/82.

Are cooperating with China’s Central
Television Station to produce a 90-
minute special program featuring Ses-
ame Street characters. Reported
5/13/82.

% 4
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Company/Country

Product/Value/Date

CHINA’S EXPORTS: SALES AND NEGOTIATIONS THROUGH JUNE 15

Company/Country

Product/Value/Date

Agricultural Products

(Hong Kong) and
(Southeast Asia)

(Sri Lanka)

Atlantic Warehousing and
Distribution (US)

(Japan)
Chemicals

Pestcon Systems Inc. (US)

Construction

(Hong Kong)

(Somalia)

Foreign Aid

(Solomon Islands)

(Pakistan)
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1,400 live vaks. Reported 3/22/82

120,000 tons of rice. Reported 3/24/82.

1,143 bags of coffee beans. Reported
4/82.

600 tons of rapeseed. Reported 4/1/82.

Will market China’s aluminum phos-
phide agricultural fumigant in the US
under an exclusive agreement. Re-
ported 4/20/82.

Pipe-laying contract won by the
Guangdong Water Conservancy and
Hydropower Engineering Development
Co. $37.5 million (HK$220 million)
Reported 4/82.

The Chinese Complete Plant Export
Corp. will undertake a drilling project
in northwest Somalia. Reported 4/7/82.

Donation by China Red Cross Society
to rebuild homes. $10,000. Reported
410/82

Medicine and medical instruments and
Afghan refugees in Pakistan. Presented
4/19/82.

Machinery

H. Ernut-Soniva (France)

Boston Metals Co.
and CDI Imports (US)

Asoma Funding Corp.
(s

(Philippines)

General Electric Co.
(UK)

Metals and Minerals

Du Pont
(us)

Shell Developments
iHong Kong)

Petroleum

Petrobras (Brazil)

80 lathes, model Cholet 550, sold by
the Gansu Provincial Machinery and
Equipment Import and txport Corp.
Reported 4/26/82.

Diesel engines. $1,695 each. Reported
5/82.

50 tons of high-pressure container
tubes. Reported 5/24/82,

2,300 tons of seamless tubes from the
Chengdu Seamless Steel Tubing Mill.
Reported 5/24/82.

Diesel engine parts. $.2 million. Re-
ported 6/4/82.

Samples of minerals and ores, including
fluorspar. $10 million, Reported
317/82.

Less than 50,000 tons of steam coal
from the Datong mine in Shanxi sold by
China National Metals and Minerals
Import and Export Corp. $55-%60 per
ton. Reported 4/28/82

1 million tons of petroleum. Less than
$30 per barrel. Announced by Brazilian
media 3/31/82.
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Shipping

AS Edesvik
(Norway)

Uljanik Shipyard
(Yugoslavia)

Textiles
(Hong Kong)

Tourism

Travman Travel Service
(Australia)

Trade Agreements
(Mongolia)

(Bulgaria)

Export credit extended by the Bank of
China tor four supply ships from the
China Corp. of Shipbuilding Industry.
Total contract is $30 million, BOC
financing 1s $6 million. Reported
5/13/82.

The Shanghai Shipbuilding Technology
Research Institute will transfer its inte-
grated, computerized system for marine
pipe design, fabrication, installation,
and management. China will still re-
serve copyright for the software and
technical documents. Reported 6/7/82

The Xian No. 1 Silk Mill will process
240,000 yards of silk/cotton blended
plain fabrics. $744,000. Reported
5/3/82.

Has chartered a Chinese cruiser from
the Yangtzi branch of the China Interna-
tional Travel Service. $4,868/day
(¥8,800/day). Reported 5/24/82.

Protocol for mutual exchange of goods.
Signed 2/26/82.

Barter and payments agreement. Re-
ported 2/27/82.

(Egypt)

(Pakistan)
(Philippines)

(USSR)

(Argentina)

Transportation

(Pakistan)

Miscellaneous

Takawa Prince Hotel and
the Jingue Corp. (Japan)

Trade protocol under which Egypt will
supply linen, furniture, and dyestuffs in
addition to traditional exports in ex-
change for Chinese textiles, machinery,
and chemicals. Reported 3/31/82.

Trade protocol signed. $36 million.
4/15/82.

Trade protocol signed. Reported
4/19/82.

Goods exchange and payments agree-
ment; trade volume will increase by 45
percent, and border trade will resume.
$320 million (SwFr600 million). Re-
ported 4/28/82.

Signed an agreement to supply cotton
between 1982 and 1984 and signed
contracts for the export of tannin extract
and linseed oil and for the import of
peanut oil, ginseng liquor, and pencils.
Reported 5/10/82.

130 3-wheeled motorcycles. Reported
5/8/82.

Nine chefs from Beljing’s Quanjude
Roast Duck Restaurant will work at the
Japanese hotel. Contract signed with
the Beijing Friendship Commercial Ser-
vice Co. $214,000 (¥50 mullion).
Reported 5/3/82.

JOINT VENTURES: PRESS REPORTS THROUGH JUNE 15

¢ 5p
" 5

Foreign Party/
Chinese Party

Technology/Terms/Value/Status

Foreign Party/
Chinese Party

Technology/Terms/Value/Status

Lloyds Bank International
(UK)/China Corp. of Ship-
building Industry and
China International Trust
and Investment Corp.

Gillette Co. (US)/Shen-
vang Daily Use Metals
Industrial Corp.

Are discussing formation of a joint
finance company in Hong Kong to
provide export credits to shipowners
who intend to purchase Chinese-built
ships. Reported 4/14/82.

Have tormed a joint company called
Shenmei Daily Use Products Ltd. Co
located in Shenyang to make razor
blades, plastic razors, and uncoated
blades for industrial use. Reported
416/82.

Wheeling-Pittsburgh Steel
Corp. (US)Minmetals (a
unit of China National
Metal and Mineral Import
and Export Corp.)

E-S Pacific Development
and Construction Co.
(US)/Shaanxi Provincial
Bureau of Travel and
Tourism

Have formed a 50/50 joint venture
called Wheeling-Minmetals Interna-
tional Inc. located in Pittsburgh to trade
mn metal and mineral products. Re-
ported 4/30/82.

Cooperation in building and operating
the Xijing Hotel in Xian. Reported
5/3/82.

t 5p
# 5

Foreign Party/
Chinese Party

Technology/Terms/Value/Status

OTHER ARRANGEMENTS: PRESS REPORTS THROUGH JUNE 15

Foreign Party/
Chinese Party

Technology/Terms/Value/Status

Voest-Alpine (Austria)/NA

(Yugoslavia)/lialing Ma-
chinery Plant, Sichuan

Compensation trade negotiation: supply
of a coal liquefaction plant to Yunnan
in exchange for Chinese methanol.
$395 million. Reported 10/81

Barter: Yugoslavia will exchange motor-
cycle engines for Chinese motorcycle
parts. Reported 2/11/82

The China Business Review/July-August 1982

Societé de Construction
de Machines-Outils
(France)/NA

Hughes Tool Co. (LUS)
lianghan Rock Bits Fac-
tory, Hubei

Licensing: manufacture of lathes and
boring machines to be sold under the
SOCOMO trademark. Reported 2/25/82.

Licensing: switched from Chengdu to
existing Hubei plant. Reported 3/20/82.

53



Chasko Inc. (US)/China
National Import and Ex-
port Service Corp. for
Light Industry and Beijing
Audio Industrial Co.

Wang Laboratories (US)
NA

Showa Leasing Co. Lid.
(lapan)/Dalian Interna
tional Trust and
Caonsultant Corp.

Otsuka Pharmaceutical
Co. (Japan)/State Phar-
maceutical Administrative
Bureau

Matsushita Electric Indus-
trial Co. Ltd. (Japan)
China National Import
and Export Service Corp
and Yingkou Washing
Machine Factory, Liaon-
ing

Bruel and Kjaer Co. (Den-
mark)/China National
Instruments Import and
Export Corp., Shanghai
Branch

Licensing: exclusive manutacturing
rights for a 2-speed cassette tape re-
corder for sale within China only. 4

percent royalty. Reported 3/22

2}

Licensing: 1s nvuull.llinu the manufac
ture of computers. Reported 4/82.

Agreement 1o promote therr « 00pera
tion in leasing business and in
particular, to lease equipment to pro
duce ceramic condensers, Reported
4/19/82.

Will cooperate to develop drugs from
Chinese herbs. Reported 4/20/82.

Cooperative production of double-drum
washing machines. Reported 4/26/82.

Have set up the B&K Service Station to
maintain and repair Bruel and Kjaer Co
instruments. Reported 4/26/82

Battenfeld Maschinen
Fabriken (W, Germany)/
Zhejang Plastics Ma
chinery Factory and Wuxi
Machine Building Factory

Hitachi Construction Ma-
chinery Co. Ltd. (Japan
China Railway Engineer
ing Corp.

Wanneroo High School
(Austraha)/Boarding,
Hebei

Tar On Co
(Hong Kong)/No. 2
Garment Faclory, Xian

Singer Co. (US)/Shaanxi
Province

CANAC Consultants Ltd.
(Canada)/China Civil In
gineernng Constructhion
Corp

Fastman Kodak Co. (US)/
Shanghai Movie and
Photo Industrial Corp

Licensing: Technical data and training
for the production of plastics injection
molding machines. Reported 5/82

Have opened the China Railway En-
gineering-Hitachi Construction
Machinery Service Center to service
Hitachi products in China. Reported
5/3/82
Licensing: technology for the BMX off-
road racing bicycle, $1.09 each.
(Aus$l/each). Reported 5/3/82.

Coproduction of 18,600 pairs of double
knit trousers every month. Reported
5/3/82.

Compensation trade: technology for in-
dustrial sewing machines in exchange
for finished product. Reported 5/3/82

Will cooperate in joint railway con-
struction projects worldwide. Reported
Y1 7/82

Will supply slide projector parts for
assembly and sale in China. Reported

5/21/82 ¥

CANNED

VEGETABLES

+ Pure natural food

+ With multi-vitamins

* Free from chemical
pollution

» Good for body fitness

= Tasty and appetizing

Wine and Spirit:

Age-sealed Jar Wine (in Porcelain jars or
in bottles), Hsiang Mei Jiu, Jinying Jiu.

Canned Food:

Mandarin Oranges in Light Syrup, Whole
Mushrooms, Stewed Duck, Chicken with
Mushrooms, Stewed Pork Chops, Stewed
Pork Leg with Mushrooms, Stewed Pork
Slices, Stewed Pork Leg, Simmered Pork
Haslets, Various kinds of Foodstuff from

Jiangxi.

Water Chestnuts

24 Tins » 567 Gms
6 Tins » 3005 Gms
(Sliced)
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EVERGREEN

—

Pickled Leeks

100 Tins = 185 Gms 6 Tins =
6 Tins = 3200 Gms

24 Tins * 800 Gms

48 Tins = 240 Gms

Water Bamboo Shoots
2950 Gms

24 Tins =

6 Tins ~

Orders and enquiries are welcome

Slender Bamboo Shoots
800 Gms
2850 Gms

Winter Bamboo Shoots
24 Tins ~ 800 Gms

6 Tins » 2950 Gms

CHINA NATIONAL CEREALS, OILS & FOODSTUFFS IMPORT & EXPORT CORPORATION
JIANGXI BRANCH

Add.: Foreign Trade Building, Zhan Qian Road. Nanchang, Jiangxi, China

Cable: "CEROILFOOD" NANCHANG
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CHINA DATA

GNP
KEY INDICATORS Percent 1982 Percent percent
1977 1978 1979 1980 1981 change target  change change
GNP (billion yuan, current prices) ¥307.4 ¥349.8 ¥391.4 ¥424.1 ¥443.2 4.5 ¥460.9 4.0
$165.5 $207.8 $251.7 $283.0 $259.9 8.2 $251.9 -3.1
Population (vear end, million) 945.2 958.09 970.92 982.55 994.0 1.2 —
GNP per capita ¥325 ¥365 ¥403 ¥432 ¥445.9 3.2 —
$175 217 $259 $288 $261.5 -9.2 —
National income (billion yuan,
1980 prices) ¥266.6 ¥303.5 ¥337.8 ¥366.0 ¥388.0 6.0 —_ —
7 o = iy
Totab gross industial and $142.3 $178.8 $215.4 $244.3 $227.6 6.8
agricultural output value GROWTH
(billion yuan, 1980 prices) ¥553.1 ¥e6lo.d ¥668.6 ¥716.7 ¥749.0 4.5 ¥779.0 4.0 RATES
$299.0 $365.9 $430.0 $478.4 $439.3 -8.2 $425.7 -3.1 percent
Gross value of industrial output
(billion yuan, 1980 prices) ¥372.9 Y4199 ¥455.6  ¥497.4 ¥517.8 4.1 ¥538.5 4:0
$201.6 $249.3 $293.0 $332.0 $303.7 -8.5 $294 3
Of which:
Heavy industry —  ¥240.1 ¥258.5 ¥263.9 ¥251.5 4,7
— $142.6 $166.2 $176.2 $147.5 16,3
Light industry — ¥179.8 ¥197.1 ¥233.4 ¥266.3 141 - —-
—  $106.8 81268 $155.8 ¥156.2 0.3 — —
Gross value of agricultural
B R ¥180.2 ¥196.2 ¥213.0 ¥2187  ¥231.2 5.7 ¥240.4 4.0 INDUSTRIAL
D08 prices $97.4  $116.5  $137.0  $1460  $135.6 70 $131.4 3.1 PRODUCTION
Average monthly industrial percent of
wage ¥47.1  ¥49.9 ¥54.1 ¥61.7 ¥62.5 1.3 ELd total
$25.4 $29.6 $34.8 $41.2 $36.6 -11.2 —_
Of which:
rkers in state-owned
s osdioiiog ¥49.3  ¥52.5  ¥57.4  ¥65.3 Y657 0.6 i
$26.6 $31.2 $36.9 $43.6 $38.5 -11.7 —
Workers in collective
enterprises ¥38.7 ¥40.7 ¥42.9 ¥49.8 ¥51.9 4.2 — —
$20.9  $24.2 $27.6 $33.2 $30.5 -8.1 - -
STATE
DOMESTIC FINANCE BUDGET
(Billion current yuan unless otherwise indicated) billion US dollars
Percent 1982 Percent
1977 1978 1979 1980 1981 change target change
State budget revenues ¥87.45 ¥12a1 ¥110.33 ¥108.52 ¥105.86 -2.5 ¥110.45 4.3
$47.07 $66.59 70.95 72.42 $64.16 -11.4 $60.36 5.9
State budget expenditures ¥84.35 ¥111.09 ¥127.39 ¥121.27 ¥108.58 -10.5 ¥113.45 4.5
$45.40 $65.98 $81.92 $80.93 $65.81 -18.7 $61.99 5.8
Of which:
Investment ¥29.48 ¥39.50 ¥36.00 ¥53.90 ¥25.06 -53.5 ¥29.73 10.6
$15.87 $23.46 $23.15 $35.97 $15.19 -57.8 $16.25 -
%, ; MONEY  iulhion
Defense ¥14.91  ¥16.78 ¥20.23 — ¥16.87 — - - SUPPLY .\ uun
$8.03 $9.97 $13.01 — $10.22 — —
Administrative expenses ¥4.33 ¥4.91 - ¥7.24 — -
$2.33 $2.92 - - $4.39 — —
State budget deficit (-) or surplus (+) ¥3.10 ¥1.02 ¥17.06  -W2.78 ¥2.72 -¥3.0 —
$1.67 $0.61 -$10.97 -$8.51 -$1.65 — -$1.6 -
Money supply (end of period,
bilion yuan) ¥58.01 ¥58.04 ¥73.66 ¥91.93 ¥109.8 194 —
$31.23 $34.47 $43.75 $54.60 $64.4 17.9 -
Of which:
Currency in circulation ¥19.54 ¥21.20  ¥26.77  ¥34.62 ¥39.63 14.5 - INFLATION
$10.52  $12.59 $1590 $20.56  $23.2 12.8 - ~ ereant
Official price index (1975 =100.00) chang
Of which:
Consumer goods 103.0 103.7 105.7 113.6 — - - -
Agricultural goods*® 100.2 104.2 127.2 136.3 144.3 5.9 - -

*Based on state purchase prices of agricultural and byproducts, which excludes free market prices.
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NEW HOUSING
million square

CAPITAL CONSTRUCTION

(Billion yuan unless otherwise indicated) maters
Percent Percent 1982 Percent
1978 1979 1980 change 1981 change target change
Total investment ¥47.90 ¥50.00 ¥53.9 7.8 ¥42.8 -20.6 ¥38.0 -8.9
$28.45 $32.15 $36.0 12.0 $25.1 -30.3 $20.8 -17.1
OFf which:
National budget ¥39.50 ¥39.50 ¥28.1 -28.9 ¥20.8 -26.0 ¥29.73 42.9
$23.46 $25.40 $18.8 -26.0 $12.2 -35.1 $16.25 33.2
Budgets of provinces,
prefectures, and counties ¥8.40  ¥10.50 ¥25.8 145.7 ¥20.0 -14.7 ¥8.3 -62.3 INVESTMENT
$4.99 $6.75 $17.2 $1548 $129 -25.0 $4.5 -65.1 billion yuan
al
Residential building* L
(million square meters) 90.2 120.0 145.0 20.8 - e = -
Of which:
Housing for industrial workers
and staff 37.69 62.56 91.9 46.9 97.0 5.5 — —
*Including public facilities such as parks, hospitals, and housing.
STEEL I
INDUSTRIAL OUTPUT men st
(Million metric tons unless Percait Padedt. . HORE - - Percet (percent)
otherwise indicated) 1978 1979 1980  change 1981 change target  change 20
Steel 31.78 34.48 34.2 ik 35.6 -4.1 340 -4.4
Rolled steel 22.08 24.97 27.16 8.8 26.7 -1.7 — —
Pig iron 34.79 36.73 18.02 35 3NT7 -10.1 — —_—
Coal 618.0 635.0 620.0 -2.4 620.0 0.0 625.0 1.3
Crude oil 104.05 106.15 105.95 -0.2 101.22 -4.5 100.0 -1.2
Natural gas (billion cubic COAL growth
meters) 13.73 14.51 14.27 1.7 Ty 7 U 1 ) S i ot
Electricity (billion kilowatt- {percent)
hours) 256.55 281.95 300.6 6.6 309.3 2.9 313.0 2.6 15
Cement 65.24 739 79.86 8.8 84.0 5.2 - — 10
Sulfuric acid 6.61 7.0 7.64 9.1 7.81 2.2 —_ — 5
Chemical pharmaceuticals
(thousand metric tons) 40.7 41.7 40.1 -3.8 37.3 -7.0 — —
Chemical fibers
(thousand metric tons) 285.0 326.0 450.0 38.0 524.0 16.3 — -
Cotton yarn 2.38 2.63 2.93 1.4 3N 8.2 — — .
Machine-made paper and fLECTRICITY Rr,r‘)'\f:.rh
paperboard 4.39 4.93 5.35 8.5 5.4 0.9 = - Wl
Chemical fertilizers (based
on 100 percent effectiveness) 8.693 10.654 12.32 15.7 12,39 0.6 — -_ 10
Of which:
Nitrogenous 7.637 8.821 9.99 13.3 9.86 1.3 - >
Phosphate 1.033 1.817 2.3 26.9 2.51 8.7 —_— —
Potash (thousand metric tons) 21.0 16.0 20.0 25.0 20.0 0.0 — —
Chemical insecticides
(thousand metric tons) 533.0 537.0 537.0 0.0 484.0 -9.9 — —_
GRAIN
AGRICULTURAL OUTPUT mullion metric
(Million metric tons unless otherwise indicated) tons output
Percent Percent 1982  Percent
1977 1978 1979 1980  change 1981 change  target  change
Grain 282.75 304,75 332.115 320.52 -4.2 325.02 1.4 3355 2.6
Cotton 2.049 2.167 2.207 2.707 22.7 2.968 9.6 — -
Silkworm cocoons
{thousand metric tons)  216.0 228.0 271.0 326.0 20.3 311.0 4.6 — -
Processed sugar 1.816 2.27 25 2.57 2.8 3.166 23.2 3.2 6.7
il i 4, .21 5 691 19.5 10,205 i i — —
Oil-bearing crops 015 5.218 6.435 7.69 32 SUGAR
Tea (thousand million metric
metric tons) 252.0 268.0 277.0 304.0 9.7 343.0 12.8 —_ _ tons output
Hogs slaughtered
imillion head) — —_ 187.72 198.607 5.8 194.95 -1.8 —_— —
Timber (million
cubic meters) 49.7 51.62 54.39 53.59 -1.5 49 .42 -7.8 —_ —
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CONSUMER GOODS OUTPUT BICYCLES _
(Million units unless otherwise indicated) SEWING MACHINES

millions units

of output

Percent Percent Percent Percent
1978 change 1979  change 1980  change 1981 change
Bicycles 8.54 14.9 10.09 184 13.02 29.0 17.54 34.7
Sewing machines 4.86 14.6 5.87 20.8 7.68 30.8 10.39 35.3
Wristwatches 13.51 22.4 17.07 26.4 22,16 29.8 28.72 29.6
TV sets (thousand units) 517.0 — 1,329.0 157.1 2.492 87.5 5.394 120.0
Radio sets 11.68 = 13.81 18.2 30.04 117.5  40.57 35.1 RADIOS
Cameras (thousand units) 178.95 — 2380 33.0  373.0 56.7  623.0 67.0 WRISTWATCHES
: millhons urnits
Light bulbs 760.3 — 8500 1.8 950.0 1.8 970.0 21 af el
Cotton cloth
(billion square meters) 10.286 8.6 11.43 1.1 12.80 12.0 13.4 5.0
Woolen piece goods
(million meters) 88.84 — 90.17 1.5 101.0 12.2 113.0 11.9
Silk textiles (million meters) 610.35 S 663.45 8.7 759.0 14.5 835.0 10.0
CHRNA'S FOREIGN TRADE [y
it . . . o WO-Wdy oile
(Billion current yuan unless otherwise indicated) in billion LS
Percent Percent Percent doltars
1977 1978 1979  change 1980  change 1981 change 30
Exports (fob) ¥13.97 ¥16.79 ¥21.20 26.3 ¥27.2 28.3 ¥3i6.8 35.5
$7.52  $9.97  $13.63 6.7 $18.2 335 $216 18.5 20
Imports (cif) ¥13.28 ¥18.75 ¥24.30 29.6 ¥29.1 19.8 ¥36.8 23.1
$7.15 $11.74 $15.63 40.3 $19.4 241 $21.6 11.2 77 78 79 80 #1
Total trade (fob/cif) ¥27.25 ¥35.54 ¥45.50 28.0 ¥56.3 23.7 ¥73.5 29.0
$14.67 $21.1 $29.26 38.6 $37.6 28.5 $43.1 14.7
Total reserves (period end, TRADE AS PERCENT
million US dollars) $2,889 $2,141 $2,744 28.2 $3.116 13.6 $5,564 78.6 OF GNP
a w'h'ch' Jrere ent
Foreign exchange $2,345 © $1,857  $2154 383 $2.262 182 - $4773 11D 20
Cold* $544 $584 $590 1.0 $571 =3.22 $516 9.6
Gold reserves (trillion fine troy i
ounces) 12.8 12.8 12.8 0.0 12.8 0.00 12.7 -0.8
*Valued at SDR 35 per fine troy ounce and converted into US dollars at end-of-period dollar’SDR exchange rate. A S 0 P, | .,

TOTAL TRADE WITH
CHINA
billion US dollars 10

FOREIGN TRADE WITH SELECTED COUNTRIES
(Million US dollars)

lapan

Percent Percent
1977 1978 1979 1980  change 1981 change
Japan
Exports (fas) 1,955 3,074 3,674 5,109 39.1 5,075 0.7
Imports (cif) 1,560 2,045 2,933 4,346 48.2 5,283 21.6
Total 3,515 5,119 6,607 9,455 431 10,358 9.6
Share of China’s total two-way trade 24.0 24.2 226 25.1 —_ 24.0 —
s S TRADE SHARES
Exports (fob) 44 63 R T R TN 1,964 7.2 BeGet
Imports (cif) 1,735 2,249 3,021 4,401 45.7 5,271 19.8 T
Total 1,779 2,312 3,403 5,650 66.0 7,235 28.1 o
Share of China’s total two-way trade 12.1 10.9 11.6 15.1 - 16.8 -
W. Germany
Exports (fob) 501 995 1,493 1,045 . -23.3 | 5
Imports (cif) 288 367 534 808 51.3 770 4.7
Total 789 1,362 2,027 1,953 3.7 1,787 8.5
Share of China’s total two-way trade 5.4 6.4 6.9 5.2 - 4.1 —
JAPAN-CHINA TRADE
Canada billion US dolfars
Exports (fob) 347 442 507 742 464 777 4.7 gt
Imports (cif) 77 83 143 132 3.7 325  146.2 T—
Total 424 525 650 874 14.5 1,102 26.1
Share of China’s total two-way trade 2.9 2.5 72 2.3 — 2.6 -
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US—CHINA TRADE
Million US dollars
( Rdotias) 1982 1982
US exports (fas, schedule E) 1978 1979 1980 1981 Q1 Projection*
Food and live animals 362.3 488.3 1,264.7 1,332.5 3148 1,259.3
Beverages and tobacco 0.0 0.1 0.3 L 0.1 0.4
Crude materials, inedible
except fuels 223.9 531.8 1,183.3 1.102.9 2744 1,097.7
Mineral fuels, lubricants,
and related products 1.8 0.7 1.8 3.1 Negl. Negl.
Animal and vegetable oils
and fats 7.8 42.0 734 21.8 1.7 7.0
Chemicals 60.5 125.2 185.6 405.3 165.8 663.1
Manufactured goods by
chief materials 25.3 243.9 423.6 446.9 79.7 318.7
Machinery and transport
equipment 93.0 228.7 3158.4 211.8 48.9 195.5
Misc. manufactured articles
not classified elsewhere 13.7 55.2 55.8 70.7 18.5 73.9
Items and transactions
not classified Negl. 0.6 2.1 2.5 0.6 2.6
Statistical error 5.3 2.5 5.4 — — —
Total 823.6 1,724.0 3,754.4 3.598.6 904.5 3,618.2
US IMPORTS (Customs value, schedule A)
Food and live animals 26.0 51.4 57.3 96.3 38 127.2
Beverages and tobacco 0.6 0.8 1.4 23 1.8 7.3
Crude materials, inedible,
except fuels 58.0 66.0 126.5 332.9 42.0 168.1
Of which:
Minerals and metals 35.5 60.4 158.9 208.5
Mineral fuels, lubricants,
and related products Negl. 96.4 134.7 293.5 114.3 457.1
Animal and vegetable
oils and fats 3.3 3.4 2.0 0.3 0.1 0.5
Chemicals 34.2 59.8 110.4 125.5 35.0 140.0
Manufactured goods by
chief materials 95.1 93.4 235.3 377.0 123.6 494.2
Of which:
Textile manufactures 63.4 150.8 247.0 418.6 -
Machinery and transport
equipment 0.5 8 | 5.7 39.6 14.4 57.8
Misc. manufactured articles
not classified elsewhere 105.4 215.5 SN 621.9 192.4 769.7
Items and transactions
not classified 0.9 4.4 3.3 6.1 1.2 4.6
Statistical error 0.1 0.1 4.8 -0.1 — —
Total 3241 592.3 1,053.6 1.895.3 556.6 2,226.5
Total two-way trade 1,147.7 2,316.3 4,808.0 5.4931.9 1.461.1 5,844.7
US trade surplus 499.5 1,131.7 2,700.8 1,703.3 347.9 1,391.7
*1982 first quarter trade results times four.
EXCHANGE RATES
(Period Averages) 1982
1979 1980 1981 | 3 M A M ]
Yuan per
US dollar 1.585 1.498 1.705 1.77 1.82 1.84 1.85 1.80 1.89
US cents
per yuan 64.3 66.7 58.7 56.6 55.0 54.5 53.9 55.4 52.9
Japanese yen
per yuan 140.9 151.3 129.3 127.1 129.4 135.0 131.6 131.2 134.7
Hong Kong dollar
per yuan 3.201 3.329 3.315 3.281 3.246 3.161 3.14 317 3.14
Pound sterling
per yuan 0.303 0.287 0.289 0.300 0.298 0,300 0.305 0.310 0.304
W. German marks
per yuan 1.179 1.213 1.326 1.297 1.302 1.308 1.29 1.28 1.30

SOURCES: State Statistical Bureau, Ministry of Finance, Bank of China, General Customs Administration, International Financial
Statistics (IMF), Direction of Trade Statistics (IMF), and US Commerce Department.

*
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US—CHINA TRADE
billion US dollars

US GRAIN SALES
billion US dollars

1
5
78 79 .80 81 82°
US TRADE SURPLUS
billion US dollars
)
1
78 79 80 81 82°
MACHINERY AND
TRANSPORT
EQUIPMENT
US exportsin
billion US dollars
200
78. 79 80 . @&y 82"
TEXTILE
MANUFACTURES
USimports in
billion US dollars 300
200

w79 80 -8

YUAN/US DOLLAR
19

1.7

Q- Qn
79 80 81 82

YEN/YUAN
150
140
130
QI Qu
79 80 81 82
* Projected or planned
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What’s China Consultants International doing
about offshore oil in the South China Sea?

PLENTY.

Professional translation and printing of technical, legal and financial documents for oil companies,
manufacturers, banks, service and supply companies.

Market research on the PRC oil and gas industry.

INTERNATIONAL INDUSTRIAL REPORT special sections on oil and gas, reaching PRC oil and gas
decision-makers nationwide.

PLATT's OILGRAM newsletter and newswire sales representatives in Hong Kong.

Providing specialized interpreters for technical and commercial discussions; with oil industry training
programs planned for interpreters to work in South China Sea oilfields and installations.

/IR PETROLEUM INDUSTRY END-USERS BUYERS GUIDE — first buyers guide for readers in China’s
oilpatch with classified and display advertising from international suppliers.

Translation and dubbing of training and technical films, videotapes and slide presentations for the oil
and gas industry.

Direct mail distribution of sales literature to comprehensive lists of PRC oil and gas end-users.

Translation and printing contractor to the Society of Petroleum Engineers for their International
Petroleum Equipment and Technology Exhibition in Beijing, March, 1982.

For more information on how China Consultants can help you tap this exciting growth market, write or call:

Jane Sharp Thomas D. Gorman

China Consultants International Inc. China Consultants International (Hong Kong) Ltd.
1511 K Street Northwest Suite 500 Dominion Centre

Suite 804 Investment Building 4359 Queen's Road East

Washington, D.C. 20005 Wanchai

U.S. A Hong Kong

Phone: (202) 3934343 Phone: 5270639

Twx : 710-822-9063 CHINA CON WSH Telex: 75368 AMRHK

Cable: ENTRECHIN



PEARL RIVER BRIDGE
SUPERIOR SOY

THE BEST CONDIMENT
PREPARED FROM SOYBEAN
RICH IN NUTRITIVE VALUE

DELICIOUS IN TASTE

CHINA NATIONAL CEREALS, 0ILS & FOODSTUFFS IMPORT & EXPORT CORPORATION
GUANGDONG FOODSTUFFS BRANCH

Address: No. 48, Siti Erh Road, Guangzhou, China
Cable: “*FOODCO’’ GUANGZHOU Telex: 44081 KFDCO CN

This advertisement is handled by Guangdong Avertising Corporation



