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CRS SIRRINE

We're building more than our
reputation in China.

CRS Sirrine is one of the largest design/construct firms in the world and among
the most active in China. We have a 70 person office in Hong Kong dedicated to the
Chinese market. We are working daily with Chinese design institutes, construction
bureaus and officials in key ministries of the central government. We're well versed in
the rapidly changing laws affecting foreign joint-ventures and capital investments.

Currently we are working on 22 projects in the People’s Republic. Among them—
commercial development centers in the Shenzhen and Zhuhai Special Economic
Zones, a hotel and commercial complexes in Guangzhou, a pineapple production and
processing complex on Hainan Island, a synthetic fibers plant in Nantong, and a
food processing facility in Guangzhou.

Some of our clients are PRC government agencies. Others are multinational compa-
nies investing in China. They have chosen CRS Sirrine for our reputation in China;
for our comprehensive engineering, procurement and construction services; and
for our 20 years of international experience—more than 250 major projects in 60
countries.

CRS Sirrine can be a vital part of your development plans. We can help establish
successful joint ventures, apply your manufacturing technology to existing condi-
tions in China, and package your overall project requirements in design, construc-
tion and financing. Contact us for information.

We're building more than our reputation in China.

In Hong Kong: Perry King, President/CRS Sirrine Asia Ltd./Wing on Centre,
2801-5/111 Connaught Road, Central/Hong Kong/Telephone 5-440628/Telex 72839
DROWL HX.

In the United States: David W. Syphard, Senior Vice President/CRS Sirrine, Inc./
1177 West Loop South/Houston, Texas 77027/ Telephone (713) 552-2000/Telex
6868440 CRSDEV UW.
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CHINA FEVER SPREADS

Three of China's neighbors are
showing that the PRC has no monop-
oly on pragmatism in Asia. For vari-
ous political reasons, businesses in
Taiwan, South Korea, and Indonesia
have not been allowed to trade with
China. In fact, some firms in all three
have long subordinated ideology 1o
profit and exchanged goods indi-
rectly with China—usually through
middlemen in Hong Kong, Singa-
pore, or Japan. In recent years, this
thinly camouflaged indirect trade has
been growing in value, and becoming
increasingly direct.

Each of the three neighbors has its
reasons for re-evaluating China’s sta-
tus as an off-himits trading partner.
Taiwan fears stagnation in the pur-
chasing capacity of its traditional ex-
port markets—America and Japan. It
is thus pleased with the mainland’s
interest in its motorcycles, electrical
appliances, and synthetic fabrics and
glad to import Chinese cotton, wool,
minerals, and seafoods in exchange.

By its nature, indirect trade is mea-
sured in unreliable statistics. But
even Taiwan government figures put
total two-way trade last year at $560
million, up 125 percent on 1983,
with a $300 million surplus for Tai-
wan. The US Commerce Department
reckons the 1984 total could have
been as high as $790 million. Most
PRC-Taiwan trade goes through
Hong Kong. The colony appears to
be replacing Japan as Taiwan's sec-
ond biggest export market—clear ev-
idence of booming trade with the
mainland.

The Taiwan government’s pleasure
with the boost to local exports is bal-
anced by worry that any overreliance
on the Chinese market could fore-
shadow creeping economic integra-
tion. There is talk of legalizing the
indirect trade so the government
could exert more control over it. Di-
rect trade, however, is a line Taiwan
authorities are not prepared (o cross.
Designated “'smuggling,” this com-
merce is probably worth much less

TRENDS & ISSUES

than the indirect trade pursued by
Taiwan’s big companies. Taiwan's
parliament recently adopted stiffer
penalties for those engaging in direct
trade.

South Korea's motivation for trad-
ing with China is clear: Seoul imports
food and oil, and China exports these
commodities at prices that beat the
competition. Though officially sull at
war with South Korea, China sold
that country a reported $85 million
worth of corn last year, to the dis-
comfort of US grain exporters. While

America supplied two-thirds of

South Korea's corn imports last vear,
Chinese farmers snatched three-
fourths of the market through the
first four months of 1985, Like Tai-
wan, South Korea is also helping
meet the surging Chinese demand
for consumer electronics.

Total two-way trade was estimated
at $800 million last vear, with China
enjoving the surplus. Again, most is
handled through Hong Kong, but
China increasingly ships grain di-
rectly from its northeastern ports, af-
ter Hong Kong intermediaries ar-
range the deal. China also made it
first direct sale of crude oil to South
Korea last year.

Given its close relations with North
Korea, China is less keen to publicize
its growing trade with South Korea.
Nevertheless, the two countries are
becoming increasingly open aboul
their commerce. South Korean com-
panies in Hong Kong have been in-
vited to a trade fair in Beijing later
this year, and the State-run Korean
Trade Promotion Corporation re-
cently held a seminar on doing busi-
ness with China.

Indonesia, faced with falling oil
revenues, is secking to tap the China
market to sell more non-oil commod-
ities. Traders in the two countries
have had to exchange goods through
third parties ever since Indonesia ac-
cused China of supporting a coup at-
tempt in 1965, but limited direct
trade is believed to have resumed last
vear. Total two-way trade is report-

edly now around $250 million, with a
sizable deficit for Indonesia.

Like their counterparts in Taiwan,
Indonesian firms are out ahead of
their government on the issue. Yel
despite lingering suspicions of Chi-
na's intentions, Indonesian officials
reached an agreement with China on
formalizing direct trade in July.
Maybe that will help reduce the defi-
Cit.

YOUTH TO THE FORE

Deng Xiaoping has recently taken
important steps to ensure that the
economic reforms he is promoting
will survive him. By naming nine new
government ministers, reshuffling
the nation’s military regions, and ap-
pointing new Communist Party lead-
ers in Shanghai, Deng has succeeded
in moving vounger, better educated
people into positions of influence—a
fact that bodes well for the long-term
stability of China’s reforms.

Most of the new ministers are in
their mid-50s. Vice-Premier Li Peng,
56, adds the chairmanship of the new
State Education Commission to his
growing list of duties. The commis-
sion officially replaces the Ministry of
Education, a step that reflects the im-
portance China’s leaders currently
attach to education. Naming Li to
head the State Education Commis-
sion reinforces speculation that he is
Premier Zhao Zivang's heir appar-
ent. Younger men also take over in
the ministries of Radio and Televi-
sion (A1 Zhisheng), Railroads (Ding
Guan’gen). Electronics (Li Tieyving),
Astronautics (Li Xu'e), Petroleum
(Wang Tao), Coal (Yu Hongen), and
Ordnance (Zou Jiahua), and the State
National Defense Science, Technol-
ogy, and Industry Commission (Ding
Henggao).

In one case, the person who's leav-
Ing a4 ministry is as important to note
as the one who's arriving. Outgoing
Minister of Electronics Industry
Jiang Zemin is headed for Shanghai,
where he’ll become the Party’s dep-
uty secretary and also replace Wang

The China Business Review/July-August 1985



Daohan as the municipality’s mayor.
Shanghai’s Party secretary is also de-
parting, to be replaced by Rui
Xingwen. Both retiring Party men re-
portedly obstructed economic re-
forms in China's largest industrial
and commercial city. Mayor Wang’s
retirement at 69 may have been part
of a ‘package deal’ to induce the two
offending Party officials to step
down, since Wang himself is gener-
ally viewed as a proponent of reform.

The Central Military Commission
headed by Deng has also reportedly
trimmed the number of military re-
gions from 11 to seven and appoint-
ing several younger, academy-edu-
cated officers to top positions. The
consolidation of military regions sig-
nals a significant change in China’s
powerful military bureaucracy, part
of an ongoing streamlining of the
military that includes the ““demobili-
zation” of about a quarter of the
army’s 4 million troops. While some
in China praise the troop reduction
as a sign of peaceful intentions, the
military’s view is that the army is be-
coming “‘smaller but more highly

trained, . . . therefore more combat
effective.” —TE
A FREER CHINESE PRESS?

Freedom of the press as defined in
the West still seems to be an alien
idea in China, although a much-dis-
cussed Chinese press law, now on the
drafting table, should help clarify the
role of the media. Meanwhile, signals
are mixed. Last April, Chinese and
foreign observers were surprised by
the sudden release of a speech Party
leader Hu Yaobang had delivered in
February. ‘‘Journalism,” he de-
clared, “*works on behalf of the party
and government . .. to arouse the
people to work with one heart and
one mind for realization of the par-
ty's objectives.” Hu's message was
blunt: while China’s 300,000 journal-
ists may adopt the gadgetry used by
Western reporters, they are still ex-
pected to tow the Party line.

Things seemed to be loosening up
last December, when writers attend-
ing the Fourth National Writers Con-
gress were told they were free to
choose their subjects and styles—a
far cry from the 1970s when workers,
peasants, and soldiers were the only
characters allowed. In several inci-
dents over the next few months, offi-
cial newspapers jumped to the de-
fense of reporters who were harassed,
detained, and even beaten while in-

The China Business Review/July-August 1985

vestigating alleged corruption by
lower-level cadres. On several occa-
sions the government almost seemed
to be encouraging Western-style
muckraking by Chinese reporters.

But Hu's uncompromising state-
ments have dashed hopes that the
forthcoming press law, being drafted
by the Beijing-based Institute of
Journalism, will institutionalize a
more liberal outlook. Some observers
speculate that the government only
encouraged reporters to be more ag-
gressive in hopes of ferreting out
cadres opposed to Deng Xiaoping's
economic policies. They believe the
Party used the same tactic with De-
mocracy Wall activists of the late
1970s and artists during the Hun-
dred Flowers movement of the
1950s. Despite the ongoing
anticorruption campaign, officials
apparently prefer to expose abuses
themselves, rather than delegate this
role to the media.

The recent tightening of policy
mayv have been partly motivated by
government repugnance at some of
the unothcial tabloids appearing on
Chinese newsstands. These publica-
tions provide spicier reading than the
dry reprints of government-issued
speeches and documents carried by
official newspapers. But some con-
tain sensational stories deemed por-
nographic by the State. When the
tabloids began luring readers away
from officially sanctioned newspa-
pers, the government tightened reg-
istration procedures. Ironically,
some of the tabloids are published by
government deparuments that appar-
ently use profits earned from the
popular tabloids to subsidize the ofh-
cially sanctioned papers that lose
money.

Chinese officials say the new press
law will allow journalists to decide
how bhest to disseminate the Party's
views, rather than merely publishing
official news releases as before.
There have also been proposals for
more original thought in commentar-
ies and for shortening the reprinted
speeches in People’s Daily, in hopes ol
making the paper more interesting to
read and boosting circulation. But
thoroughly objective reporting prob-
ably is not in the offing. Hu sug-
gested, for instance, that only 20 per-
cent of newspaper coverage should
discuss “'shortcomings, dark aspects,
and criticisms™ while 80 percent be
devoted to “achievements, bright as-
pects, and things good.”  —MEW
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CITIC: Pacesetting Corporation

Can this unique group of former industrialists

n 1978 China's new and more
pragmatic leadership sought
to tap the nation’s enthusiasm
for an ambitious moderniza-
tion drive. Among the groups they
turned to first were the country’s vet-
eran business leaders, who had
owned or managed factories until the
mid-1950s. Founded in 1979, the
China International Trust and In-
vestment Corporation (CITIC) has
become one of the principal vehicles
for re-enlisting the skills of these so-
called former industrialists, bringing
them back into the economic main-
stream. With high-level support, they
are in turn building CITIC into a
thriving, diversified concern, and
training a new generation of manag-
ers to see to the corporation’s future,
CITIC has always had a special
character. The corporation’s statu-
tory function is “to introduce, ab-
sorb, and apply foreign investment,
advanced technology, and equip-
ment . .. for China's national con-
struction,” and CITIC's leaders inter-
pret this mandate broadly. The
corporation’s business activities
range from manufacturing to mer-
chant banking to issuing bonds on in-
ternational capital markets. Its in-
vestments range from timber to
chemicals to real estate. And with
China’s recent emphasis on attract-
ing direct foreign investment, CITIC
has been at the forefront of organiza-
tions involved in soliciting and apply-
ing outside capital and technology.
There is no denying CITIC's relent-
less expansion. Total assets in 1984
exceeded ¥2.1 billion, more than
eight times the 1981 level. Profits last
vear reached ¥47.6 million on total
income of ¥113.7 million, up from
just ¥2.5 million on total income of
¥14.4 million in 1981,
But the company’s record may be a
difficult act to follow. A number of

sustain its recent success?

Tom Engle

questions hang over CITIC's future
that could make it difficult to main-
tain the growth and success of the
recent past. Much of the corpora-
tion’s rapid growth is due to its tax-
free status, a perquisite that ends in
1987. A second ingredient in CITIC's
boom has been the close ties between
its leaders and China’s top political
leaders, another potentially tempo-
rary bonus. Third, the corporation
faces stift competition in several of
its business lines from the much
older, better established Bank of
China (BOC). For now Beijing seems
to encourage this kind of compe-
tition, but should that policy change,
CITIC could find itself in a precarious
position. Nevertheless, predicting
anything in China five or 10 years
down the road is a hazardous under-
taking. Gauging the viability of a rela-
tively new and on-the-go organiza-
tion like CITIC is especially so.

Studied sophistication

As CITIC has expanded its business
scope, it has fashioned a colorful cor-
porate culture that stands out against
the Chinese milieu. Corporate Chair-
man Rong Yiren and his well-heeled
associates combine elements of both
brash entrepreneurship and the so-
phisticated competence of the inter-
national financial set. In contrast to
the bureaucratic immobility many
Chinese organizations display, CITIC
cultivates an image of high-powered
efficiency.

The corporation’s can-do image
was on display at the fifth anniversary
celebration it threw for itself in
Beijing last October. Guests at the
Symposium on China's Economic
Cooperation with Foreign Countries
included chairmen and chief execu-
tives from many of the world's largest
corporations, as well as leading pri-
vate and central bankers. Chinese or-

ganizers hailed it as the largest assem-
blage of foreign capitalists in China
since 1917, It was before this gather-
ing that Deng Xiaoping chose to de-
liver his now famous remark that Chi-
na’s open door policy would endure
another 50-70 years,

Rong Yiren, former industrialist
par excellence, exemplifies the CITIC
image. Born in 1916, Rong was scion
of a family whose textile, flour mill-
ing, and banking interests in Shang-
hai made it one of the country’s larg-
est holders of private property.
Unlike many capitalists who fled to
Taiwan, Rong remained on the main-
land and continued to hold executive
positions under the Communists,
mainly in the textile industry. In the
1950s he served as a Shanghai deputy
to the National People’s Congress,
vice-mayor of Shanghai, and vice-
minister of textile industry. But like
many other former industrialists,
Rong was branded a “‘class enemy”
during the Cultural Revolution, and
essentially disappeared from 1966 to
1972, The new leadership has com-
pensated Rong for his losses during
that period, and returned his large
home staffed with servants and
chauffeur. Now reputed to be one of
the richest men in China, Rong en-
joys the trust of top Chinese politi-
cians, chairs board meetings in the
Great Hall of the People, and travels
widely in service of the corporation,

Rong was on hand to receive 20
Cadillac limousines CITIC recently
bought from General Motors. At a
ceremony outside the corporation’s
new Beijing headquarters, the chair-
man said the cars—some equipped
with TV and bar—would be used by
visiting VIPs and possibly top Chi-
nese leaders.

As at least one observer has com-
mented, the current Chinese leader-
ship realizes it takes a capitalist to
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catch a capitalist. Judging from the
respect he and his organization have
earned abroad, Rong Yiren has been
busy catching quite a few.

Foreign business people generally
like dealing with CITIC. One US busi-
nessman who has dealt with the cor-
poration describes his firm's experi-
ence as ‘‘more than favorable.”
CITIC staffers “‘are very professional.
They move with a speed not typical of
Chinese organizations. If you plan to
do business with CITIC, you'd better
be ready to respond. They're West-
ern-educated, grasp Western busi-
ness practices, and have a clear line
to major decision makers."” Another
executive whose firm is still negotiat-
ing a joint venture with CITIC said,
“Our experience has been very posi-
tive. We're still having big arguments
over foreign exchange, but we’ll go
straight to Rong Yiren and tell him
this could break the deal. We'll find
out—I think he can doit, he’s got the
friends.” Still another whose com-
pany has already signed a joint ven-
ture with the corporation offered
this advice for US firms contemplat-
ing business in China: “*See CITIC at
first blush. There's no one-stop shop-
ping in China, but if there is, it’s
CITIC.”

Industrial investment

This reputation has enabled CITIC
to take equity positions in about 30
Sino-foreign joint ventures and
more than 80 domestically owned en-
terprises. Policy statements say the
corporation invests mainly in the
State’s priority sectors of energy,
transport, and communications. In
fact, CITIC’s investment portfolio is
much more diversified. While these
sectors are important, CITIC also
stresses chemicals, textiles, food pro-
cessing, and service industries.

The corporation’s investments are
beginning to pay off. Investment in-
come jumped from just ¥2.4 million
in 1983 (6 percent of total income) to
¥26.6 million (23 percent) last year.
CITIC's President Xu Zhaolong,
owner of a Shanghai chemical factory
before 1949, predicts this trend will
continue as more of CITIC's indus-
trial investments begin to produce a
return.

In its joint ventures with foreign-
ers, CITIC often plays a matchmaker
role in bringing potential Chinese
and foreign partners together, The
actors are usually a well established
Chinese factory in need of technical
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renovation and a well known foreign
company in that industry. CITIC typi-
cally takes part in the joint venture
negotiations, and then contributes
10-30 percent of the new venture’s
equity capital.

Companies with such household
names as Otis Elevator, Peugeot, and
Beatrice number among CITIC's for-
eign partners. President Xu stresses
that CITIC's financing role is secon-
dary toits catalyst role: “Our policy is
not to make a big investment—usu-
ally 30 percent maximum.” Still, the
corporation is taking increasingly
greater equity positions in the joint
ventures it helps organize. It is pro-
viding 40 percent of the $100 million
investment in a new food processing
venture with Beatrice, and is a 50-50
partner with the Roval Bank of Can-
ada in a new merchant banking insti-
tution based in Hong Kong. CITIC is
also a 10 percent partner in the long-
discussed contractual joint venture
with Occidental Petroleum Corpora-
tion to develop the huge Antaibao
open-pit coal mine in Shanxi Prov-
ince. Since the project’s total invest-
ment is reported at $650 million,
CITIC's share would appear to make
this the corporations’ largest single
investment in a deal involving a for-
eign firm.

In domestic projects, importing
foreign equipment and technology is
usually CITIC's principal role. Here
again, the corporation functions as a
bridge between the needs of the do-
n]{'.\'[i(' (’('l)n()]l]}' and the [(‘(hl]i(‘il]
help offered by foreign manufactur-
ers. CITIC dips into its foreign ex-
('hill]g(’ reserves Lo i]!lp()l'l lld\‘ill]l'("d
equipment, again usually for existing
enterprises. The machinery and/or
know-how represents CITIC's invest-
ment in the refurbished enterprise.

The corporation followed this
took a stake in the
Yizheng Chemical Fiber Plant in
Jiangsu Province, where its partner is
the Ministry of Textile Industry. The
plant has a reported total equity capi-
tal of ¥1 billion; CITIC's 30 percent
share apparently makes this the cor-
poration’s largest single industrial in-
vestment. CITIC also helped pay for a
Xiamen factory’s purchase of tech-
nology from Eastman Kodak, and im-
ported West German and Japanese
luxury cars as its contribution to a
joint venture with the Beijing Taxi
Company, to name just a few others.

In its domestic investments, CITIC
is developing a reputation for rescu-

model when 1t

Photo courtesy of New Chinia Pictures

ing enterprises i trouble—some-
thing China does not lack. Construc-
tion of the Yunnan Phosphate
Fertilizer Factory in Kunming began
in 1973, but was suspended in 1979,
The Chinese government approved
resumption in 1981 only after the
plant took CITIC on as a partner to
help it import needed foreign equip-
ment. Similarly, CITIC rescued three
textile mills being built in
Heilongjiang Province whose con-
struction had halted due 1o a lack of
funds. According to a China Daily ve-
port, “The mills turned 1o CITIC to
bail them out.”™ The financial white
knight turned things around by form-

£ \ Ia

CITIC President Xu Zhaolong
ing partnerships, putting up 40 per-
cent of the ¥ 120 million construction
costs, importing foreign machinery
worth $1.2 million, and 1aking con-
trol of export marketing,

Such success stories have helped
generate virtually boundless de-
mands on CITIC's investment
sources from enterprises throughout
China. This surfeit of investment
opportunities has in turn helped the
corporation stick to its stated invest-
ment criteria. As Xu Zhaolong puts
it, "CITIC's special aspect is that 1t
pays attention to profit. Our guide-
lines for investment are: 1) economic
results—we perform feasibility stud-
ies to ensure that a project will have
an internal rate of return of at least
15 percent; and 2) maintaining a bal-
anced foreign exchange account.”

re-

Xu adds that not every project must
meet the latter requirement. Some
projects will generate a foreign ex-
change surplus while others leave a
deficit, but CITIC strives for a cor-
poration-wide balance in its foreign
exchange account.

Even with these criteria, CITIC has
a tough time sorting out competing
demands, for example between
coastal areas now actively courting
foreign investment and the resource-
rich interior. Xu admits the tension.

“We attach more importance to the
I4 open coastal cities, but they're
more capable than interior areas of
doing business on their own without
our help. Also, it's easier for foreign-
ers to do business in the coastal areas.
Some interior provinces have rich re-
sources that reallv need to be devel-
oped and a lack of experience, so we
try to help them.”

Finance and banking

Although CITIC's mncome from
manufacturing investments is now
growing rapidly, most of the corpora-
tion’s income in its first four vears
came from lending and borrowing on
international capital markets. In
1983 the corporation had net inter-
est income of ¥6.7 million, almost
three times its investment income.
While gross interest income has
dropped [rom 80 percent of total in-
come in 1983 to 62 percent last year,
netinterest last year was a healthy 57
percent higher than in 1983,

CITIC claims to have established
relations with some 60 large inancial
institutions worldwide, CITIC knows
where to put its money: by the end of
last year, the organization had depos-
ited the equivalent of ¥979 million
with foreign banks, compared 1o just
¥21 banks.
Foreign banks also extend credit to
CITIC in the form of long-, medium-,
and short-term loans. The 1984 bal-
ance sheet shows loans totaling the
equivalent of ¥473 million, almost six
times the 1981 level. Most of the
funds CITIC raises abroad are for its

million with  domestic

own use, but it also occasionally bor-
rows for clients in China.

CITIC has other ways of raising
cash, thanks largely to permission
the State
General Administration of Exchange
Control for CITIC to deal in foreign
exchange. This allows the corpora-

granted last October by

tion to accept trust funds and other
deposits in foreign currency, in ef-
fect creating a new foreign exchange
bank that breaks the monopoly for-
merly held by the BOC. By the end of
1984, CITIC had received ¥962 mil-
lion in trust deposits, up from ¥22
million in 1983, although it is not
clear how much of this is in foreign
currency.

CITIC began issuing foreign cur-
rency bonds oninternational markets
even belore it was allowed to setup a
foreign exchange bank. Indeed, the
corporation has probably made its
biggest financial splashes with two
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yen bond offerings, the first (also
China’s first) a J¥10 billion private
issue in January 1982 and the second
a J¥30 billion public issue last Janu-
ary. CITIC is also expected to follow
the Bank of China into the Eurobond
market with a Deutschemark issue,
possibly later this year. The corpora-

tion hopes to raise the equivalent of

£200 million in various international
bond issues this year and next. Ac-
cording to corporate leaders, how-
ever, the US market remains off m-
its until the Huguang railway bond
issue is resolved. This involves the
current Chinese government's re-
fusal to honor bonds issued by the
Qing dynasty imperial government in
1911; suits brought by American
holders of the bonds are pending in
Llwo states.

CITIC's expanded banking opera-
tions and its Hong Kong-based joint
venture with the Roval Bank of Can-
ada will raise the corporation’s pro-
file in international banking. But
there is speculation that this might
involve transferring control ol
CITIC's hnancial activities from the
State Council to the People’s Bank of
China, the country's central bank
and parent of the BOC. CITIC's lead-
ers would surely lament such a sever-
ance of their direct line to the State
Council, although it would help en-
sure a unified national credit plan.

Overseas investment

China is a newcomer to investing
abroad, and here again CITIC is in
the forefront of the national effort.
Since the State Council granted the
corporation this authority in 1983,
CITIC has invested in tracts of stand-
ing timber in southeast Asia and the
northwestern United States, and ex-
plored other investments in phos-
phate, potash, and copper resources
abroad.

According to CITIC President Xu,
corporate leaders are still deciding
whether their overseas mvestment
strategy should rely only on buying
shares in foreign companies or on
riskier, more complex forms of co-
operation with overseas hirms. Inany
case, CITICs emphasis will be on ob-
taining secure supplies of natural re-
sources that China lacks. The cor-
poration will be “very flexible™ in
choosing an overseas investment pol-
icy, and invest perhaps $50 million
per year outside China, says Xu.

Owning assets abroad is an ideo-
logically touchy subject in socialist
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China, and the new drive has almost
surely generated lively internal con-
troversy. In an apparent response to
the critics, Chairman Rong told a
China Daily reporter last year that,
“CITIC is not bent solely on proft,
but is tapping potential funds and
natural resources overseas for Chi-
na's modernization drive.”

Real estate

Athome, CITIC is taking advantage
of its location in one of the world’s
tightest real estate markets, and us-
ing its financial assets to alter
Beijing’s skyline. The corporation re-
cently moved into its new 29-story of-
fice building on Jianguomenwai Ave-
nue. Most of the building will be
occupied by foreign businesses pay-
ing rent at a rate of about $1.40 per
square meter per day, much higher
than rates even in Hong Kong and

Paris. Given the severe shortage of

office space in the Chinese capital,
CITIC had no wrouble leasing the
space well before the building was
completed.

The corporation has hired a Japa-
nese firm to design a second, 50-story
office /apartment building for
Beijing exclusively for foreign com-
panies. Also financed and managed
by CITIC, the second skyscraper is
scheduled for completion in 1988,
CITIC 1s also making other commer-
cial and residential real estate invest-
ments in Beijing and the Xiamen spe-
cial economic zone.

Trade, leasing, and consulting

If one of CITIC's domestic invest-
ment projects produces export
goods, CITIC usually takes respon-
sibility for the overseas marketing.
Otherwise, CITIC generally does not
get mvolved in export activities, al-
though 1t will handle importing for
enterprises other than those in which
it has invested. In this importer role,
CITIC functions as a traditional trade
agent, carning a commission for its
SeTvices.,

CITIC takes credit for introducing
industrial equipment and technology
leasing to China. Besides its own in-
house leasing division, CITIC has two
partners in the leasing business. The
corporation joined forces with the

Japan Orient Leasing Co. Lid. and a

Beijing industrial bureau to form the
China Orient Leasing Co. Lid., and
with the State Administration of Sup-
ply to form the China Leasing Co.
Lid. Ofhcials say all three organiza-

tions remain under CITIC's unified
leadership and management. Last
yvear alone the network undertook
400 leasing projects, concluded con-
tracts worth $284 million, and im-
ported technology and equipment
worth $232 million. CITIC clearly
sees leasing as another important way
to fulfill its function as a conduit be-
tween foreign technology and Chi-
nese enterprises needing technical
renovation.

CITIC established an in-house re-
search and consulting arm shortly af-
ter its founding to support its invest-
ment activities, This later developed
into the China International Eco-
nomic Consultants, which now pro-
vides financial, legal, and technical
consulting services to Chinese and
foreign chents. CIEC ranks among
the most sophisticated of a new gen-
eration ol Chinese consulting orga-
nizations discussed on page 11.

Bureaucratic ins and outs

CITIC is proud of the fact that it
reports directly to the State Council,
which gives its leaders considerable
authority. President Xu reveals, for
example, that CITIC did not require
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AN INTERVIEW WITH RONG YIREN

Rong Yiren is chairman of the Board of
Directors of the China International Trust
and Investment Corporation and a vice-

chairman of the Standing Commiltee of

the National People’s Congress. He spoke
to The CBR in May, while in Washing-
ton to address the National Council for
US-China Trade’s annual meeting. Fol-
lowing are excerpts from this interview.

CBR: CITIC's domestic investments
seem Lo be spread over a wide range of
industrial sectors, even though policy
now stresses energy, transport, and
communications. Will CITIC's invest-
ments remain so diversified?

Rong: Energy, transport, and commu-
nications are just part of our empha-
sis. We also must renovate old enter-
prises in different fields. Our
investment scope cannot be restricted.
CBR: Press reports have said CITIC's
recently announced joint venture with
Beatrice Foods will market its prod-
ucts nationwide in China—is this
correct?

Rong: The agreement with Beatrice
creates what 1 believe you would call
an “umbrella corporation.” This is a
new form of cooperation for China. It
was proposed a few years ago, but 1
thought then that the time was not
ripe. Now I think we should pursue
this type of cooperation with certain
companies.

CBR: How will Beatrice repatriate its
profits?

Rong: The company will market some
products domestically and some prod-
ucts overseas. The latter will earn for-
eign exchange. In this way, Beatrice
will be able to repatriate profis in
foreign currency. Beatrice has a for-
eign exchange guarantee.

CBR: Many foreign companies say
they are reluctant to invest in China
because of the difficulty of repatriat-
ing foreign exchange. Has a formula
been worked out in the Beatrice deal
that could serve as a model for future
deals?

Rong: The Beatrice deal is the first of
its kind in China, but we plan 1o make
several more. This is a good form of
cooperation.

CBR: What will be CITIC's role in the
Antaibao coal mine joint venture with
Occidental Petroleum Co.?

Rong: CITIC is cooperating with the
China Coal Development Corpora-
tion. But this is not actually an equity

joint venture. CITIC's participation in

the deal might be around 10 percent.
CBR: How would you characterize
CITIC's progress in raising money in
international capital markets? Does

Photo courtesy of New China Pictures

CITIC plan future bond issues?

Rong: CITIC was the very first Chinese
organization that issued bonds in Ja-
pan. We are now preparing to enter
second and third markets. However,
there’s a problem in the United States,
so we have to avoid that market. Some
of the practices in the United States do
not benefit US-China commercial re-
lations. A small minority is hurting the
interests of the majority. But we're
negotiating in Europe and one other
area. CITIC plans to raise more than
$200 million in bonds worldwide in
the next two years.

CBR: What is CITIC's relationship to
the Bank of China? Do CITIC and BOC
coordinate their respective bond is-
sues on international markets to mini-
mize competition?

Rong: There is mutual understanding
between CITIC and the Bank of China.
We solve problems internally.

CBR: If there's a dispute between the
two organizations, how is it resolved?
Rong: The Bank of China is under the
People’s Bank of China. CITIC is un-
der the State Council. So far, 1 haven’t
had occasion to take any problems to
the People’s Bank.

CBR: The Chinese government has
recently announced a tightening of
the guidelines on lending funds to do-
mestic enterprises. Some foreign com-
panies have complained that they are
having trouble being paid for goods
shipped. Could you comment on this?
Rong: There are two aspects to this
problem. First, the Chinese enter-
prises involved didn’t adequately con-
sider their finances. Second, the for-
eign enterprise involved didn’t
consider all factors in choosing its Chi-
nese partner.

CBR: How does this new development
affect CITIC's business? Has CITIC
been told to restrict its investments?
Rong: This problem doesn’t arise in
our company. CITIC has not been told
to restrict its investments. This is my
own company—I decide these things.

higher approval to form a joint ven-
ture with the United Industrial Cor-
poration of Singapore, even though
that country does not have diplo-
matic relations with China. When it
must, Xu says, CITIC reports to the
premier or a vice-premier, generally
through the State Fconomic
Commission.

CIT1C actually has two boards of
directors. The more powerful execu-
tive board has only 13 members. The
nonexecutive board has 60 members
representing various government
ministries, provinces, and the 14
coastal cities open to loreign invest-
ment. Another famous former indus-
trialist, Wang Guangying, the head
of China's Hong Kong-based Ever-
bright Company, also serves as a non-
executive director. The membership
of the larger board helps ensure that
demands for investment from nu-
merous localities reach the corporate
leadership.

CITIC's staft has grown along with
its income and range of business ac-
tivities. The corporation started with
33 in 1979, and now has more than
300. Besides the Beijing headquar-
ters, they serve in branch offices in
Hong Kong, Tokvo, Paris, and the
newly opened New York ofhcee that
recruits investors throughout North
America. If avendance at the gala

June opening is any indication, the

New York office’s capable three-man
statt will be kept very busy.

Challenges and prospects
Business agreements between
CITIC and most Chinese provinces
and leading municipalities help
strengthen and broaden the orga-
nization’s domestic base. Many of
these localities have formed their
own international trust
ment corporations. President Xu says

and invest-

these provincial and municipal
ITICs" remain independent of the
national corporation and may, for
example, approach potential foreign
investors and enter joint ventures on
their own. The prospect of compe-
tition for investment projects be-
tween the national and local corpora-
minimized by the
inexhaustible supply of such
projects: “We have so many things to
do. China has so many needs. Only
10 percent of the conceivable
projects can receive investment.”

tions is

Still, the relationship can hardly be
one between equals. Relations are
between CITIC

known to be tense
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and the Shanghai Investment and
Trust Corporation, the largest of the
local corporations. CITIC and SITCO
are widely held to be the two most
imfluental organizations in Shang-
hai, and competitive sentiments run
high. SITCO’s reported plans to open
an office in San Francisco would
clearly help it compete in the US
arena with CITIC's New York base.
Strains are also evident between
CITIC and the Bank of China, largely
because the expansion of CITIC's
business scope has brought it into di-
rect competition with the BOC in
many areas. Besides ending the
BOC’s exclusive authority to deal in
foreign exchange, CITIC also com-
petes with the bank in attracting for-
eign investment, issuing bonds, ac-
cepting  trust  deposits, and

performing consulting services. “Of

course there is competition,” says
Xu, ““but coordination between
CITIC and the bank takes place at a
higher level.”

A source at the BOC concurred
that coordination of China’s total
borrowing was necessary to prevent
the country from becoming another
Mexico or Brazil. The same staffer
predicted that when the time came to
issue bonds in the US market, the
BOC would lead the way. CITIC's
New York office might make it more
competitive, but the BOC's experi-
ence, he maintains, should enable it
to remain ahead of the younger
upstart.

The fact that Rong Yiren serves as
one of the BOC’s managing directors
undoubtedly facilitates coordination
between the bank and CITIC. Bul
from the point of view of foreign
bankers, all this remains behind the

scenes. While cheering the end of

BOC's foreign exchange monopoly,
bankers complain of increased con-
fusion in the system. For some, the
tangle between CITIC and the BOC
poses a question of ‘which horse 1o
back.” As one US financier put it,
“The only course for now seems to be
to back both.™

Many of China's former industri-
alists have beaten the odds and re-
turned from oblivion to establish a
corporation that promotes the coun-
try’s modernization and enhances its
reputation abroad. Their successors
at CITIC will face a whole new set of
challenges and perhaps only margin-
ally better odds as they chart the cor-

poration’s progress through an un-
certain future. %
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Prospective clients should pick one judiciously

Consulting Groups
Proliferate

Carroll Bogert

heir slogan reads: “In the
United States there is Rand
Corporation; in Japan
there is Nomura. The Lida
of Qinghua will be their counterpart
in China.” Formed last year by stu-
dents of Beijing’s Qinghua Univer-
sity, the Lida Consulting Center is
another sign that the Chinese are en-
tering the consulting business with
enthusiasm and high hopes.

The liberalization of domestic
commerce means that Chinese enter-
prises need to know more about each
other, to identify potential partners
and competitors. Thus, most of the
new consultants seek only domestic
clients. But a number of them have
their eye on the international market,
and seck clients among loreign trad-
ers and existing or prospective for-
eign investors. American firms may
want to consider consulting such
organizations as they conduct busi-
ness with China. But be careful: it can
be ditficult to determine what they
offer and how well they deliver.

Chinese consulting services fall
into three basic categories: domestic
groups such as Lida: international
operators that are closely tied to a
government ministry ( such as
CONSULTECH, under the Ministry of
Foreign Economic Relations and
Trade); and relatively independent
international operators. All three
types have multiplied in recent years,
especially the domestic consultants.

According to China Daily, in the
period from July 1983 to November
1984 the number of consulting of-
fices in Shanghai almost quadrupled,
to 228, while the number of people
employed full- or part-time in provid-

Carroll Bogert is a free-lance writer liv-

ing in China, and is completing her

Masters degree in Fast Asian Studies
from Harvard University.

ing specialized advice to others
reached 16,000 in that municipality
alone. An outdoor consulting fair or-
ganized by the Lida center in Beijing
drew over 3,000 participants, many
ol them young people interested in
starting their own consulting ser-
vices. Not all of the new domestic
groups will succeed, but their activi-
ties have received othcial encourage-
ment as part of the new emphasis on
promoting the service sector. Thus,
consulting companies in China are
likely to continue to expand even as
the less ethicient fold.

Some American business people
see this phenomenon simply as part
of China's desire to make money.
“They're trying to perform what we
would consider bona fide profes-
stional services,” says Robert Mac-
Leod, formerly a registered repre-
sentative of Coopers and Lybrand in
Shanghai. When the Chinese saw
firms such as Coopers and Lybrand
earning a profic by selling accounting
advice, it wasn’t long belore they sel
up the China Consultants of Ac-
counting and Financial Management,
the first in that field. A number of
provincial financial consultants fol-
lowed inits wake.

Profits are not the only spur to the
growth of Chinese consulting firms.
The Chinese increasingly request
that joint venture partners study the
feasibility of proposed projects in
depth. The China International
Trust and Investment Corporation
(CIT1C) formally requires such feasi-
bility studies for all its joint ventures,
and has set up its own consulting ser-
vice, the China International Eco-
nomic Consultants (CIEC), to per-
form them, and to provide other
services to outside clients.

Promotion vs. consultancy

Most of the new consulting groups

1



that offer services 1o foreign clients
are tied closely 1o government minis-
tries and departments. For this rea-
son they mav act more hke agents of
trade promotion than independent
consultants. The board of directors
ol the new Chongqging International
lechnology Consultancy Corpora-
tion, for example, is basically a new
constellation of the old stars in the
cinv’s foreign trade bureaucracy, in-
cluding the deputy divector of the
Foreign Affairs Department, the
head of the Import Otfice, and the
deputy manager of the Travel and
Tourism Company. The organization
seeks to introduce clients and orga-
nize negotiations between local firms
and foreign business people. While
theyv may provide useful market in-
formation and other services, then
primary goal often seems 1o be trade
promotion rather than objective
consultancy.

Ihe number of Chinese offices
providing consulting services over-
seas is also growing quickly, spurred
by cconomic decentralization in
China. Among the largest in the
United States is China United Trad-
ing Corporation, the New York-
based umbrella group for PRC trade
representatives. Most divisions ol
China United offer advice of some
kind. They can rescarch the market
for particular American products,
organize seminars and distribute
leaflets in China for US companies,
and help locate possible customers.
But in most cases their advice is in-
tended ultimately 1o promote trade.
“Our consulting service is always
closely tied to the business involved,™
admits a China United staft member.

However, China United also oper-
ates a separate department devoted
to more general consulting services.
The department does not conduct
market research, which is the spe-
cialty of a different division at China
United Trading, but it does furnish
cconomic data and introduce trade
partners. While other divisions of
China United Trading may offer simi-
lar services, they do so on specific in-
dustrial topics. “We can do consult-
ing on a more general basis,”
explains Zhuang Mulan, director of
the consulting department.

The fine line between consultancy
and promotion is less clear-cut at
some of the other Chinese represen-
tative ofhees in the United States.
Under pressure to show a profit,
some operations support themselves

12

by charging commissions for a grow-
ing varicty ol activities loosely
grouped around helping firms do
business in China. But particalarly in
cases where these ofhces represent
subsidiaries of larger operations in
China, US firms increasingly com-
plain of being asked 1o pay just for
the privilege of signing a contract o
even merely communicating with
Chinese principals through these
othces.

There are some American firms
with no qualms about retaining Chi-
nese consultants simply to make con-
nections in the vast Chinese bureaun-
cracy. For example, one fum admits
it sought the advice of the Bank of
China “‘more [or access within
China™ than for the value ol the
bank's recommendations. Another
West Coast consultant has saud ol
CONSULTECH, “Their specialty s
working within the burcaucracy. I en-
jov talking with them because a lot of
what they sayv is part of the current
thinking in the government.”

But other US firms have experi-
enced problems with lack ol con-
fidentiality when working with PRC
intermediaries linked closelv 1o the
Chinese government. One US vice-
president for marketing complains
that, “"We found it very dithcult at
times. They wore 80 percent a Chi-
nese hat and 200 percent our hat.
o We'd hold confidential discus-
sions on one side, and then you'd
find out the information’s on the
other side of the table.”

Still others have found the connec-
tion between Chinese representatives
in the United States and their parent
office in China not strong enough. As
one long-time China wrader put it
“They have the same problems
American companies do in China:
their telexes are not answered
promptly, and they can’t get informa-
tion out of China ... China's got to
start responding to their needs.” Bui
the US ofhices of Chinese firms often
do not have anvone working exclu-
sively for them back in China. This
trader claims that, “Without back-
up support from China, they will
be uscless, absolutely useless, to
anybody.”

Higher marks for the
independents

Consultants who are not linked to

government ministries seem better

able to provide objective information
and independent opinions. Re-

spected higures such as Tao Zuji ol
Shanghai Industrial Consultants, and

Jing Shuping, head ol CIEC, win

praise from US clients. One West
Coast consultant calls them “knowl-
cdgeable and savvy, with English
skills probably better than mine.™

Jing says CIEC differs widely from

consulting services attached to Chi-
na’s foreign trade corporations.
When doing feasibility studies, he
claims, “They make 11 feasible, they
are promoters .. L promote, but |
also demote.”

In its first three vears, CIEC was
involved in more than 100 projects
outside ol its work for CI'T'1C, accord-
ing to corporation President Xu
Zhaolong., CIEC has a stafl of about
70, but many only work for CIEC
part-time, in additon 1o their pri-
mary duties with research institutes
or as Lactory engineers.

The vice-president ol one large US
firm says he was “very pleased™ with
the feasibility study CIEC did for the
firm. The executive also points to the
fact that second-rate Chinese con-
sulting groups have no monopoly on
providing less than objective in-
formation: “US consulting compa-
nies often tell CEOs what they want
to hear, CIEC told us what we needed
to know,”

Another US corporate client of
CIECs that wanted to market a par-
ticular product in China asked CIEC
to find out how many plants China
had producing the product, along
with their locations and capacities.
“The C1EC study contained a good
amount of usable mmformation,” ac-
cording (o one company executive,
But the study had asked only for fac-
tual information, and not much
value judgment. The firm has now
commissioned CIEC for a second,
more dithrcult study 1o determine not
only which industries are currently
using this product, and how much
they are using, but also its potential
use in various industries. CIEC’s abil-
ity to make such predictions remains
1o be seen.

Most Chinese consulting services
are just getting ofl the ground, and it
may be too early to judge their per-
formance. One trend is clear, how-
ever: their fees are rising. Gone are
the davs when CIEC charged as hule
as 850 a day. Prices may not have
reached American levels yer, but US
firms should stll select consultants
very carefully 1o make sure they're

getting their money's worth. 7T
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China's door is open to suppliers of industrial products and
technology.

McGraw-Hill has responded to China's open door by
publishing special issues in Chinese, each one in a field of
priority interest to China

“And with $16.7 billion in hard-currency
reserves, the Chinese are on the verge of a
spending binge.” — Business Week, January
14, 1985

In 1985, Chinese language issues of six McGraw-Hill
magazines will be published for readers in the People's
Republic of China in these industries: plastics, aviation,
metalworking and machine tools, data communications,
electronics, power generation and transmission.

Publication dates in 1985 are: Modern Plastics International,
February: Aviation Week & Space Technology, February (Air
Transport Issue), July (Forecast & Inventory), October (Paris
Air Show); American Machinist, June. Data Communications,
September; Electronics, October; Power, October.

Closing dates for materials and orders are six weeks in
advance of publication date
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" I don't know who you are.
KAHMEMEENQF
[ don’t know your company.
FAAGE R QT &
I don't know your company’s product.
HKAAMBEHEMHLTNREMNL
I don’t know what your company stands for.
HFHEfRR LB R LR
I don’t know your company’s customers.
KETATHESANRINHBEN
I don't know your company’s record
EAMBEHA X[ E WA —
I don’t know your company's reputation.
;B z

Now — what was it you wanted to sell us?”
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Moral: business advertising works
promote

sales in China

Each China Issue will be published in simplified Chinese
characters — the standard script adopted in the People's
Republic of China. Circulation of each issue will be limited
to important organizations and individuals in the field
covered.

Professional translation into Chinese is included in the
advertising page rates. An effective reply card screening
system will ensure that advertisers receive only serious
inquiries.

For a free copy of the booklet ““Advertising and Selling to
the People’'s Republic of China”, contact: China
Consultants International, Suite 500, Dominion Centre,
43-59 Queen’'s Road East, Wanchai, Hong Kong. Tel:
5-270639, Telex: 75368 AMRHK HX, Cable: ENTRECHIN

For more information about advertising, contact:

Modern Plastics International
Ms. Vivian Sansom 212/512-6497

Aviation Week & Space Technology
Mr. William V. Cockren 212/512-3288

American Machinist

Mr. Richard Larsen 212/512-2061

Data Communications

Mr. George Werner 212/512-3139

Electronics
Mr. Archie Anderson

r

212/512-6642 c.-‘ l‘

Power da '
Mr. Nick Andes 212/512-3311 Iln



How serious is the constraint?

Lrlectric Fower arid
the Chinese Ecorory

hina's shortage of elec-
tric power was recently
impressed upon a promi-
nent American expert on
economies. The economist
was not overly surprised to see dim
and flickering lights in the hotels in
China. He was more surprised to find
one of China's most important heavy
industrial plants closed for the day

socialist

because of power shortages. But the
of the situation
brought home forcefully when his
hosts announced that they could not
visit. the city's Friendship Store be-
cause the power supply to that area

Seriousness was

of the city was cut oft for the after-
noon. To a student of socialist econo-
mies, the closing of such an impor-
tant source of hard currency was a
sure sign ol extreme power
shortages.

China’s electric power shortages
are real. Chinese leaders regularly

cite estimates that 20 to 30 percent of

China's industrial capacity goes un-
utilized because ol insuthcient power
supplies. One ofhcial spokesman es-
timated that the gap between power
demand and supply is on the order of
40 billion kilowatt hours (kwh) per
year. The seriousness of the situation
is such that top priority has been at-
tached to investment in electric
power generation and transmission,
with foreign equipment and technol-
ogy being acquired as part of this ef-
fort (see page 17).

This national power shortage was
not unforeseen; Chinese and West-
ern analysts alike predicted it. But de-
spite their forecasts of a resulting
slowdown in economic growth, the
Chinese economy has sustained a vig-
orous expansion in the mid-1980s
that has brought benefits to all im-
portant sectors. Moreover, this has
been accomplished with a compara-
tively modest growth in electiric
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power availability. How has this been
accomplished, and can it be
sustained?

Experts predicted severe
constraints

To most analysts, China’s energy
picture looked gloomy at the begin-
ning of the decade. The previous
three-decade-long industrial expan-
sion had been fueled by the increas-
ing availability of cheap energy. But a
dramatic change in the energy de-
mand and supply equation forced a
hard-headed appraisal of China's real
energy situation in the early 1980s.
The looming energy shortage was
one key factor in Chinese planners’

decision to jettison the lofty goals of

the overambitious 1978 economic
plan in favor of lower economic
growth targets and a period of eco-
nomic readjustment. Planners feared
sharp reductions in the growth of oil
output and were pessimistic about

David Denny, an economist with the Na-
tional Council, follows developments in
China’s energy industries.

finding major new reserves either
offshore or on land. They were reluc-
tant to make the heavy investment re-
quired to develop the massive coal
mines, hydropower projects, and
power plants that might alleviate the
situation. Thus the Chinese expected
economic growth of only 4 percent
per year in the Sixth Five-Year Plan
1981-1985.

Western analysts viewed the situa-
tion in even more dire terms. US gov-
ernment and World Bank experts
both forecast drastic declines in the
rate of industrial growth, virtual stag-
nation of heavy industry, and China's
possible shift from an energy ex-
porter to an energy importer. The
World Bank's 1981 analysis put spe-
cial emphasis on the power shortage.
scenario
forecast increases of only 2.5 percent
for heavy industry and 7 percent for
light industry through 1985.

In fact, China has done much bet-
ter than expected. In the first three
years of the five-year plan, the gross
value of industrial output (GVIO)
grew at an average annual rate of 7.4

Its “moderate growth”

percent, despite average growth in
power output of only 5.3 percent per
year. In 1984 and the first third of
1985, GVIO grew by 14 and 23 per-
cent respectively, while electric
power output managed just 6.6 and
9.1 percent.

The earlier pessimism was based 1o
a large extent on the historical rela-
tionship between China’s industry
and electric power. As the graph on
page 15 shows, increases/declines in
industrial production almost always
increases/declines in
power output. And while there have
been occasional year-to-year differ-

daccompany

ences in the growth rates of power
and industry, the changes in the
growth rates are usually of the same
general order of magnitude. The
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other striking lesson drawn from the
historical record is that despite this
close connection, electric power ac-
tually grew more rapidly than indus-
trial output from 1953 1o 1983 —
12.9 percent per year as compared to
10.9 percent.

Does China’s recent economic
boom mean the country has broken
the link between industrial and elec-
tric power output and reversed a sig-
nificant historical trend? In other
words, is China finally improving the
efficiency of its utilization of electric
power and getting more industrial
bang for its electric power buck? Al-
though there has been some im-
provement in the use of electric
power, the evidence to date is mixed.
It would be premature to conclude
that the relationship between electric
power and industrial growth has
changed radically.

Seeking the link between power
and industrial growth

In the face of the generally per-
ceived shortage of electric power,
how did China sustain the average
annual rate of industrial growth of 8
percent from 1978 (the start of the
economic reforms) to 19837 Three
factors played a role: 1) growth in
supply of electric power to industry;
2) a shift in the industrial output
structure from heavy industry to light
industry; and 3) raising the value of
industrial output per kwh of power
consumed, or in other words improv-
ing the efthciency of electric power
use.

The growth in electric power sup-
ply to industry is the most significant
factor in “explaining” China’s indus-

trial growth. Industrial power con-
sumption grew by 6.3 percent per
year in this period. With no change in
industrial structure and no improve-
ment in output per kwh, the same in-
dustrial growth rate would have re-
sulted. Thus, increased consumption
of power by industry accounted for
more than 70 percent of industrial
growth in the period.

Another 20 percent of the indus-
trial growth can be attributed to a
shift from heavy to light industry. In-
dustry as a whole consumes about 80
percent of the power produced in
China. The proportion of the total
allocated to light industry increased
from 10.7 percent in 1978 10 125
percent in 1983, The value of output
per kwh used in light industry is
about four times that of heavy indus-
try. Thus this shift provided an im-
portant boost to the total industrial
growth rate during this period.

A reduction in the intensity with
which electricity was used (as mea-
sured by increases in the value of out-
put per kwh consumed) comes in a
weak third, explaining less than 10
percent of the industrial growth.

Clearly some industries have be-
gun to utilize power more efficiently.
But there was no dramatic, across-
the-board improvement between
1980 and 1983, According to official
statistics for 26 different commod-
ities, the electric power requirements
per unit of output dropped for half
of the products, but increased for the
other 13.

In aggregate terms, the gross value
of agricultural and industrial output
(GVAIO) per kwh consumed rose
from ¥3.1 in 1978 to just ¥3.3 in

1983, There was no improvement in
heavy industry’s use of electricity.
And the slight improvement in light
industrial efficiency was partially off-
set by a decline in the efficiency of
power consumption in the agricul-
tural sector.

It may, of course, turn out that the
1978-1983 period is too short to
draw any firm conclusions. But the
absence of a strong trend toward
higher output per kwh used must
worry Chinese planners—particu-
larly since they strongly emphasized
energy conservation throughout the
period. The bottom line is that trends
in power consumption through 1983
indicate that it has not been easy to
effect improvements in the use of
electricity. The record suggests that
plans for China’s industrial growth
that depend largely on achieving
higher values of output per unit of
electricity input should be viewed
with a measure of skepticisn.

The recent boom

This analysis may suffice for the
1978-1983 period. But what about
the economic boom of this year and
last? Judging from early indicators, it
appears that there has been signifi-
cant improvement in the utilization
of electric power for all three sectors:
light and heavy industry and agricul-
ture. 1984 GVAIO (in constant 1980
prices) jumped to ¥3.5 per kwh con-
sumed. Since light and heavy indus-
try grew at about the same rate, a
shift in industrial structure was not
responsible for this improvement in
output per kwh.

A full analysis of this apparently
significant phenomenon will not be
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these results spread to other enter-
prises will not be clear for many
vears.

Therefore, while China’s industry
should continue to use electricity
more effectively than in the past
three decades, it is unlikely to con-
tinue the impressive efhiciency gains
of the past 18 months. A relatively
conservative projection would be
that China's industrial demand for
electric power will grow about as rap-
idly as the rate of growth of industry.

Demand for electric power will
also grow in other sectors of the
economy. Demand by the transporta-
tion sector (currently a small con-
sumer) will increase rapidly as ports
are automated and especially as the
large program to electrify more ol
China's railroads unfolds.

Rural demand for electricity is sub-
ject to offsetting trends. Tradition-
ally, agriculture has consumed less
than 15 percent of total power out-
put. On the one hand, the current
emphasis on the household respon-
sibility system reduces the ability to
construct and operate large-scale,
collective irrigation schemes—which

are the most important consumer of

power in rural areas. On the other
hand, rural household income is ris-
ing rapidly; where households have
access to electricity, the demand for
electric appliances is high. In addi-
tion, a large part of rural China is still
without electric power. As new areas
gain access to power there will be
rapid, “first-time’” increases in elec-
tric power consumption. Finally,
farmers are being encouraged to di-
versify, move into higher value-
added agricultural processing, and
develop rural industry. These under-
takings generally require more elec-
tric power per unit of output than
traditional agriculture.

The urban/residential sector’s
share of total power consumption re-
mained fairly stable at 5-6 percent
for many vears because of strict
power rationing and a lack of electri-
cal appliances. But the last five years
have seen an explosion of imported
and domestically produced refriger-
ators, washing machines, TVs, and
other consumer durables. These are
now within reach of the average ur-
ban houschold, and will generate
equally explosive growth in demand
for power to operate them.

A reasonable projection for total
electric power demand growth over
the remainder of the decade would

The China Business Review/July-August 1985

be on the order of at least 8-10 per-
cent per year—the same as the ex-
pected rate of growth of industry, the
largest user of power. Demand in the
houschold and transport sectors
could significantly exceed the growth
of industrial power demand.

[hus, unless power output grows
by more than the next article pre-
dicts, there is every reason to believe
that the gap between power supplies
and power demands will grow even
wider by 1990.

Central planners in China, of

course, are generally powerful
enough to ensure power supplies to
key industrial enterprises. In any

case, the projected rate ol growth of

clectric power supplies will be suffi-
cient to support continued impres-
sive industrial growth, even though
the economy appears to face continu-
ing severe power shortages.

Planners’ choices in the future,
however, will be more complicated.
Chinese consumers (particularly the
large numbers that have recently
bought electric appliances) can no
longer be blithely ignored. Nor will it
be possible (or wise) to ignore the ris-
ing needs of commerce, transport,
and the rapidly diversifying rural
cconomy. In fact, Chinese planners
may well eventually adopt the advice
of World Bank economists (see page
46) and focus less on GVAIO as a
measure of progress and put more
emphasis on the service sectors. In
addition to directly improving con-
sumer welfare and providing useful
services for the industrial and agri-
cultural sectors, such a policy would
have the very useful side effect of re-
ducing the gap between power sup-
ply and demand that China faces for
the foreseeable future. S

Attempting to catch up

Chinas Fower hiolistry

Martin Weil

he unprecedented an-
nouncement that China
will import 10,000 mega-
watts (mw) ol thermal
power plant capacity for coastal cities
over the next two }’t';n‘e\—wnl'lh a po-
tential $2 billion to foreign suppli-
ers—indicates that power may finally
be receiving the priority it deserves.
A nationwide campaign to install
5,000 mw of new capacity this year, a
feat accomplished only once before
in PRC history, is further evidence
that the nation’s curiously schizo-
phrenic policy toward electric power
development may be ending.

Since 1979, China's top officials
have repeatedly described the power
shortage as one of the country’s most
serious economic problems. But con-
crete action has lagged far behind the
rhetoric untl recently.

From 1979 to 1984 power output

increased at an average annual rate
5.5 percent to 370 billion
kilowatt hours (kwh), less than one-
sixth the US total. While respectable,
this was well below the post-1949 av-
erage ol about 13 percent per vear,

ol about

Generating capacity, now at about
85,000 mw, increased by a smaller
absolute amount between 1979 and
1984 than in the preceding five
years.

Most telling, capital investment in
the power industry, a key determi-
nant of future growth, lagged in this
period and actually declined below
1978-79 levels in the 1980-82 pe-
riod. Investment recovered some-
what, but stll reached only an esu-
mated ¥6.4 billion in 1984, a mere 28
percent above the 1978 figure.
Somewhat embarrassed by such num-
bers, Premier Zhao Zivang indicated
apologetically during his announce-
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ment of the Sixth Five-Year Plan in
1982 that funding for the electric
power industry was insufficient—the
only sector for which Zhao explicitly
revealed such a problem.

Three years later, the move to in-
crease both imports and investment
confirms that China’s electric power
sector will occupy a more important
position in the Seventh Five-Year
Plan period, 1986-1990. Earlier this
year, Vice-Premier and chief energy
planner Li Peng indicated that the
goal for the Seventh Five-Year Plan
would be 6,000 mw of new capacity
each year, implying an average an-
nual capacity growth rate of 6.2 per-
cent. In more recent statements, Li
has raised the target to 7,000 mw per
year.

Judging from the projects already
under construction, China may well
be able 1o add 5,000-6,000 mw per
year through 1988. Stepped-up in-
vestment in the next year or two
could result in even higher capacity
additions in subsequent years. But
long construction lead times and
other potential problems will proba-
bly delay any significant easing of the
country's chronic power shortage
until well into the 1990s.

New capacity: thermal first,
hydro second

Deciding the size, type, and loca-
tion of China’s new power plants is
an extremely politicized subject. Lo-
calities iight for as much electricity as
they can get, and coal power,
hydropower, and nuclear interests
compete for limited funds. Thus, on

the eve of the announcement of
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so{ Electric Power

704

TOTAL

i CAPACITY

50
40
301
20+

10

Generating capacity 1,000 mw

1950 55 60 65 70 75 80 85

SOURCE: Ministry of Water Resources and
Electric Power

18

the Seventh Five-Year Plan, there
is probably sull some tugging and
hauling over the exact shape of
the new power plant construction
program.

[t seems virtually certain, however,
that despite the publicity given to nu-
power plants and big
hydropower projects such as Three
Gorges, coal-fired power plants will
receive the most emphasis in the
short term. Best estimates are that
more than two-thirds of the 30,000—
40,000 mw of capacity the Chinese
hope to construct in the next five
years will be coal-fired. This could
push thermal power’s share of total
capacity from 68 percent to 72 per-
cent in the next five years, according
to calculations by James Lewek in a
report soon to be published by the
Congressional Joint Economic
Committee.

Vigorous debate continues over
whether coal-fired plants, after mine
and railroad development costs are
included, are really cheaper to build
than hydropower plants. But the
lower fixed costs of coal-fired plants
themselves continue to look attrac-
tive to planners concerned with
short-run costs, while the relatively
short construction lead times for
thermal projects usually prove per-
SUASIVE 1O pOWET users.

More and more, the Chinese are
turning to so-called “mine-mouth™
coal-hired power plants located sev-
eral hundred kilometers from load
centers, in the belief that itis cheaper
to transport power than coal. Plan-
ners have identified nearly 15,000
mw of mine-mouth capacity that they
hope to build between 1986 and
1990, primarily in the north China
coal belt of Shanxi, Shandong, and
Henan provinces, with several plants
in Heilongjiang and northeast Inner
Mongolia. A few medium-sized plants
are to be built in Shaanxi, Gansu, and
Ningxia in the northwest, and Yun-
nan and Guizhou in the southwest.
Four or five large mine-mouth plants
are planned in Jiangsu and Anhui
provinces to provide power to the
lower Yangzi River Valley, especially

clear

Shanghai.

China’s major coastal and north-
castern load centers demand reliable
sources of power, and have prevailed
upon the central government to allo-
cate substantial new capacity for
them. The 10,000 mw of new capac-
ity that the Ministry of Water Re-
sources and Electric Power (MWREP)

pledges to import will go entirely for
coastal areas—probably on the as-
sumption that increased power avail-
ability will generate increased indus-
trial exports that, in effect, pay back
the foreign exchange spent on the
power plants. The first plants to be
imported, for which negotiations
with many companies are believed to
be underway, are targeted for Dalian,
Shijiazhuang, Nantong, and Fuzhou,
Other cities to use imported power
plants include Shanghai (at the
Wujing facility), Xiamen, Tianjin,
Shenzhen, and probably Qingdao.

The Chinese are discussing build-
ing an additional 5,000-10,000 mw
of coal-fired capacity on their own.
These plants are 1o be located near
major load centers all over the coun-
try, including Beijing, Tianjin,
Shanghai, Guangzhou, Sichuan, and
the northeast. Several, including one
in Beijing, will replace oil-fired units.

Oil-fired capacity peaked at about
12,000 mw in the late 1970s, about
half of which was originally designed
to burn coal. The Chinese have al-
ready converted most of that portion
back to coal, and will probably recon-
vert the rest soon. A few units de-
signed for oil will also be converted
to coal, mcluding one unit at the
Wangting plant in Jiangsu for which
Denmark is providing assistance. But
since the process is very expensive
and involves a considerable loss of ca-
pacity, the Chinese prefer to keep
units designed for oil as reserve ca-
pacity and gradually phase them out
as new coal units are built. As of
1983, oil-fired plants still accounted
for about 15 percent of total power
generation.

The Chinese already operate 5,000
mw of what they call “co-generation™
plants that generate both electricity
and steam that can be provided 1o
nearby users. The most modern of
these facilities use gas turbines that
greatly increase the efficiency and
output of ordinary coal-fired power
units. China now seems to be more
interested in the use ol gas turbines
for power generation. A power facil-
ity at Daging oil hield recently boughi
a 36 mw unit from General Electric,
and the South Xinjiang oil field has
signed with Rolls Royce for three 21
mw units. Fujian Province made the
first known purchase that did not in-
volve an oil field application when it
bought two stations with three 25 mw
units each from Alsthom Atlantique
(France).
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Hydropower hangs on Three
Gorges project

Hydropower plants account fon
about 30 percent of China’s total
generating capacity. The country is
now building a number of large dams
that will add about 11,000 mw of ca-
pacity. While a few have been started
recently, most were begun before
1980 (see The CBR, July—August
1982). Spending on hydro projects,
which pulled even with that for ther-
mal projects in 1981, has fallen be-
hind again in recent years. This is sur-
prising for a country as well-endowed
with hydro resources as China is and
with a power minister as keen on wa-
ter projects as Qian Zhengying.

The direction of future hydro
development critically depends on
the fate of the Three Gorges project
on the Yangzi River in Hubei. The
giant dam has long been touted as the
ultimate solution to Yangzi River
flooding dangers, but has also been
controversial because of its long lead
time, high cost, uncertain ecological
effect, and the large number of peo-
ple it would displace.

In its latest incarnation, the dam

would have a generating capacity of

13,000 mw. MWREP won a go-ahead
from the central government several
vears ago to do an intensive feasibility
study on the dam on the assumption
that it would ultimately be built.
There is ample evidence, however,
that its high cost still concerns many
people in the central planning appa-
ratus. Many believe that the dam will
have to be built in phases—with con-
crete power benefits available after
cach phase—Dbefore the central gov-
ernment will finally commit the
money for it. MWREP will submit a
formal report on project design and
relocation of residents this year, ac-
cording to Minister Qian.

As long as the Three Gorges
project remains unsettled, it is natu-
rally difficult for Chinese planners to
know how much money can be allo-
cated to other projects. It is clear,
however, that the Ministry of Power
has ambitious hydropower construc-
tion plans beyond the Three Gorges.

Two major projects, Tian-
shengqgiao Phase 1 (1,320 mw) and
Yantan (1,375 mw), have already
been initiated on the Hongshui River
in Guangxi/Guizhou—the best
suited river in China for large hydro-
electric projects. Minister Qian pro-
poses that work on two additional
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Hongshui projects, Tianshengqgiao
Phase 11 (high dam, 1,080 mw) and
Longtan (at 4,000 mw the biggest
Hongshui project of all), begin in the
next five years. Other large projects
believed to be on the ministry’s list
include Lijiaxia (2,000 mw) on the
Upper Yellow River in Qinghai,
Ertan (3,000 mw) on the Yalong
River in Sichuan, Dongfeng (500
mw), and Pengshui (1,200 mw) on the
Wu River in Guizhou/Sichuan, as
well as new dams on the Dadu River
in Sichuan, the Gan River in Jiangxi,
and in Hunan.

Such planning suggests that hydro
construction could pick up consider-
ably in the next few years. But it is
still not clear if and where the minis-
try will find the resources to support
all the proposed projects.

Alternatives to new power planls:
better utilization and distribution

In addition to building new power
plants, China also needs to take ad-
vantage of the great potential for in-
creased efficiency at existing sta-
tions. In fact this has already started
to happen in recent years, as power
output has consistently grown at a
faster rate than additions to capacity.
From 1980 to 1983, heavy rainfall
enabled the country’s hydropower
plants to increase their utilization
from 3,046 to 3,763 hours per year.

Last year, hydropower output ac-
tually declined, but thermal power
plant utilization increased over b per-
cent to about 5,700 hours (237 days).
As researcher James Lewek points
out, that is stll short of the 1978
record of 247 days for thermal
plants, indicating potential for fur-
particularly in
coal-fired plants where utilization ra-

ther improvement
tios have been consistently lower
than for oil-fired plants. The 9.4 per-
cent growth of thermal power output
in the first four months of 1985 pro-
vides encouraging evidence that the
growth trend in thermal power plant
utilization is continuing, mainly be-
cause the Chinese are doing better at
delivering coal 1o the power plants.
Improving the power distribution
system would also do much to amelio-
rate the shortage. Currently, China is
divided into five large regional power
grids and several smaller ones. Links
between these grids are weak or non-
existent, while links within the grids
often depend on single 220 kilovolt
(kv) lines. Seven or eight provinces
are not connected to the outside at

Statistical
Handbook

Rock Creek Research’s 1985 China
Statistical Handbook provides immedi-
ate English-language access to basic
1980-84 China economic statistics,
available now, six months before the
official statistical yearbooks. Carefully
compiled and authoritatively accurate,
the handbook is organized in a con-
venient time series format combining
just-released figures for 1984 with offi-
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all. The sitnation is exacerbated by
the fact that China’s load centers are
generally concentrated in coastal ar-
cas and the northeast, while coal de-
posits and hydro resources are mostly
located in the interior.

Intra- and inter-grid links will be
strengthened with the construction
of 30,000 kv of new transmitting ca-
pacity planned by 1990, hall of which
will come from about 10 powerful
500 kv lines. The rest will he new 220
kv lines (the standard in China now),
and 330 kv lines in the northwest.
Shanghan will be tied to central China
and to coal-fired plants to the north-
west. The Beijing—Tianjin area will be
tiecdd much more hirmly 1o coal-hred
sources to the west.
Hvdropower from the northwest, the

I)U\\‘t'l

only power-surplus area in China,
may well begin to reach eastern load
centers. Several of the provinces out-
side the grids, including Guangdong,
will be connected to one of them (see
map). All of this is likely 1o add up 1o
less power necessary o meet peak
l(h"’\,

Planners are also making a more
conscious cffort 1o locate power-in-
tensive industries in arcas ol power
abundance. A good example is the
decision to place a new 200,000-
tonne aluminum smelter in Qinghai
Province, where surplus hvdropower
will be available.

Decentralization provides new
Sfunding sources

How will China finance its new
power stations and pay for improve-
ments at old ones? Increased funding
from the central budgert is likely, but
there are limits to what can be of-
fered to a sector that already con-
sumes more investment funds than
any other. Fortunately, the ground
rules are changing in a way that will
allow the power industry to tap
sources outside the central budget.

Local governments previously fi-
nanced only small power plants,
mainly hydro, for local use. Now they
are being encouraged to pool their
resources to build large plants that
may be partially funded by MWREP.
The localities are being allowed 1o
control at least part of the power sup-
ply from these plants.

Even industrial enterprises, which
under the financial reforms of the
last several years control greater
amounts of funds, can now invest in
“shares™ of power plants in return
for either a fixed repavment, or more

20

olten a share of power from the new
plant. A recent example is the

Jramusi power plant in Hetlongjiang,

funded by the Daging oil field and
Heilongjiang Province. When its two
200 mw generators are completed in
the late 1980s, Daging will get 80
percent ol the power, and
Hellongjiang 20 percent.

I'he Ministry of Power savs
projects totaling 5,000 mw will be
completed under such arrangements
i the 1986-90 period. Even such
megaprojects as the 1,400 mw
Manwan damin Yunnan Province are
being considered for this type of
funding. The first project 1o be buili
with shares from enterprises, the 200
mw Longkou plant in Shandong, was
completed last year,

[here are, of course, complica-
tions. It is difficult for local govern

The Power Ministry now
says localities can not only
own power plants, but also
charge market prices to users.

ments to guarantee construd tion ma-
terials and fuel supply for the power
plants. MWREDP has been historically
loath to cede control over the power
network to outsiders, and in the past
has occasionally confiscated power
plants, even those owned by and spe-
cihically designated for individual us-
ers such as steel mills or petrochemi-
cal plants. Each locally financed large
power plant thus involves hardnosed
bargaining over terms, conditions,
and duration of local control.

The clear intent, however, is (o
loosen the regulations, and the
Power Ministry, at least on the out-
side, is playing along. A ministry
spokesman stated unambiguously in

June that localities, including cities,

can not only own power plants, but
also charge market prices to users. A
number of localities are clearly devel-
oping plans completely independent
of MWREP. Guangzhou, for instance,
recently announced a feasibility
study that will be carried out by a
Bechtel-Ministry of Coal joint ven-
ture engineering company, rather
than by a power industry design
institute.

Foreign capital is another poten-
tial source of funds. The 10,000 mw
of imported capacity will likely be fi-
nanced by government export agen-
cies ol supplier countries. As in the
past, the Chinese may also buy sig-
nificant volumes of power plani
equipment from Eastern Europe,
which they can repay on a barter ba-
sis. Foreign capital also means con-
cessional fimancing from the World
Bank, which has already funded the
600 mw Lubuge hvdropower project
i Yunnan Province, and plans to
fund a 600 mw thermal unit ar a new
plant at Beilun Harbor in Zhejiang
Province. Foreign governments also
provide concessional financing: Ja-
pan  will fund the 8830 mw
Tianshenggiao low dam in Guangxi
Province, Kuwait the 300 mw
Shaxikou hydropower project in
Fujian, and Denmark a 300 mw
baoiler renovation project at the
Wangting plant in Jiangsu.

Many localities, partcularly coastal
cities, even hope to attract direct for-
eign investment in power plants. The
majority of such schemes are unlikely
to get off the ground, because of
profit repatriation ditheulties. Few
foreign investors are likely to take
their chances on recovering then
money by buyving local products for
export with the renminbi they have
generated from power sales. In the
Shenzhen special economic zone,
however, agreement has reportedly
been reached for the Hong Kong
firm Hopewell Holdings to split own-
ership with Shenzhen in a 700 mw
addition to the Shajiao power plant.
Under the T0-year pact, the plant will
sell power for foreign exchange 1o
users in the zone and perhaps export
some power to Hong Kong as well.
Similar arrangements might be possi-
ble in other power plants near Hong
Kong and Macao, or other areas that
develop as great a concentration of
locally held foreign exchange as
Shenzhen.

Potential problems

For all the positive signs of action,
there remain a number of unresolved
issues that will affect the pace of
power sector expansion in the nexi
few years.

Construction priorities. Power in-
dustry planners and enthusiastic lo-
cal governments talk as if China
could support great numbers of hy-
dro, thermal, and nuclear-lired
projects all at once. In fact, priorities
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must be set. Much depends on
whether China goes ahead with the
massive Three Gorges dam and with
nuclear power plants in coastal areas.
Top planners in MWREP clearly favor
such large projects. But given their
especially long lead times, such big
projects will inevitably divert re-
sources from smaller projects with
shorter turnarounds. This may cause
slower growth in power generating
capacity in the short run.
Construction lead times. Con-
struction delays have been endemic
in the power industry, as in all others
in China, because of such difficulties
as acquiring land, the dispersal of too
few construction materials among
too many projects, and the inability
to coordinate auxiliary facilities such
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as railroads with the main projects. It
often takes six years to build large
coal-burning power plants and 10
years or more for hvdropower
projects. The program for the Sev-
enth Five-Year Plan assumes lead
times of under three years for some
large thermal plants. This will be
hard to achieve given China’s ex-
panded scale of construction and
economic reforms that make it even
more difficult for the central govern-
ment to guarantee materials for its
key projects. If the timetables are not
met, however, it will be dithcult for
stepped-up investment to have much
impact before the 1990s.
Upgrading power machinery. For
China consistently to add 5,000 or
more mw per year to generating ca-

pacity, it must standardize produc-
tion of 300 mw and 600 mw boilers,
turbine-generators, and auxiliary
equipment to replace the smaller and
less efficient units that predominate
today. Power machinery factories in
Shanghai have made about 10 Chi-
nese-designed 300 mw units since
1975, and power planners are de-
manding that these and other major
factories in Harbin, Sichuan, and
Beijing increase their aggregate ca-
pability to 10,000 mw per year of
mainly 300 mw and 600 mw units by
1990.

China has licensed the technology
for most key power plant compo-
nents from US and other Western
firms. The most important licenses
were signed in 1980, Factories in
Harbin bought the know-how to
build 600 mw boilers (Combustion
Engineering) and turbine generators
(Westinghouse), while Shanghai fac-
tories bought similar 300 mw tech-
nology from the same companies.
The first units made under these li-
censes, composed primarily of parts
shipped by the licensors, should be
completed within the next year or
two. The central government is en-
couraging factories to seek tie-ups
with foreign firms, and there has al-
ready been preliminary announce-
ment of a $12 million joint venture
between Babcock and Wilcox and the
Beijing Boiler Works, and of an
agreement between General Electric
and a Sichuan factory for co-produc-
tion of 600 mw turbine generators,

Technology absorption. Many
knowledgeable obhservers believe
China already has sufhcient factory
capacity to reach the 10,000 mw per
year goal, but simply does not know
how to fully utilize it. A symptom of
the problem is the apparent failure to
begin serial production of licensed
equipment. The issue thus turns not
so much on building more machinery
as on absorbing the foreign technol-
ogy purchases, improving manage-
ment and quality control, and coordi-
nating better with endusers.

The Power Ministry is very dissatis-
fied with the slow delivery and defec-
tive quality of the machinery it
buys—itwice in recent years, disputes
have gone all the way to the heads of
the Power and Machine-Building
ministries. Earlier this year, the Min-
istry of Machine-Building Industry
announced with a flourish that it
would station factory representatives
al power plant sites to assist in instal-
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lation and catch quality problems. A
radical step for China, such a prac-
tice would be standard operating
procedure for a Western equipment
supplier,

Power plant managers undoubt-
edly welcome moves like this. But
time alone will tell whether the ma-
chinery industry is reformed suffi-
ciently, and whether the pace of for-
eign technology absorption is
accelerated sufficiently, to funda-
mentally change the situation. It is
quite possible that in the end China
will have to import even more gener-
ating units to fulfill overall power
targets.

The transmission equipment situa-
tion is analogous. China must begin
serial production of 500 kv alternat-
ing current transmission equipment,
and has already licensed most of the
key components from ASEA (Sweden)
and other suppliers. But the four- to
five-year period required to com-
plete the first domestically built 500
kv line in Liaoning Province suggests
that the technology absorption pro-
cess has not been smooth. China has
gone to foreign companies through a
World Bank loan for a 500 kv AC line
that must be built quickly to bring
power from the Xuzhou power plant
to Shanghai. All substation equip-

ment for China's first high-voltage
direct current (HVDC) hine (from the
Gezhouba dam on the Yangzi River
in Hubei Province to Shanghai) will
be supplied under a December 1984
contract with a Brown Boveri-Sie-
mens consortium. Equipment for
other HVDC lines built in the near
future will probably be imported as
well.

Coal supply. Meeting thermal
power plant expansion targets over
the next five years will probably re-
quire an increase in coal supply on
the magnitude of 40-50 million
tonnes, close to a third of what the
power industry now burns. A signifi-
cantly smaller increase would suffice
if the Chinese systematically replaced
small, ineflicient boilers with large,
efficient ones, according 1o Lewek.
But this is unlikely to happen because
power-starved local governments and
enterprises will use any available gen-
erating units, no matter how inel-
ficient. The central government, in
fact, is oftering coal-rich localities tax
incentives to build new, small ther-
mal projects.

Transport. Coal production per se
may well grow quickly enough to sup-
ply the plants, judging from the ac-
tive coal development efforts now
underway (see The CBR March—April
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1984). The real bottleneck is in trans-
portation, particularly railroads,
which fail by tens of millions of
tonnes per year to move all the coal
stockpiled at mines. The situation is
so bad that 4-5 tonne trucks are of-
ten used to move coal 400-500 km,
an extremely inefficient and expen-
sive. method of transport. When a
flood curtailed production at the
Kailuan coal complex near the Hebei
Province coast last year, the Chinese
actually imported Australian coal to
fll the gap.

The move to build more power
plants at coal mines will help to allevi-
ate the transport problem, since elec-
tricity can be moved more casily than
coal. But thermal power plant capac-
ity along the coast is still targeted to
increase by well over 10,000 mw in
the next five years. Supplying coal for
these plants depends on the progress
of two key projects: construction of
the new 640 km heavy-duty coal train
line with planned 70 million tonne
capacity
Qinhuangdao, the nation’s largest
coal port, and expansion of the
Qinhuangdao port from about 45 to
75 million tonnes of coal-loading ca-
pacity. Much coal will then be able to
move by train from Shanxi and

from Datong to

neighboring areas to Qinhuangdao,
where it will be shipped by sea to
coastal power plants.

The central government attaches
great importance to completing
these projects by 1988, A gargantuan
effort and smooth coordination will
be required to meet the target, since
under ordinary circumstances the
railroad would require several years
more to reach its full designed capac-
ity. One sign of ditficulty is a recent
Chinese press report to the effect
that construction in one Hebei
county halted for a month because of
peasant resistance to expedited land
requisition.

These dithculties and constraints
do not obscure the fact that China
has begun to make serious efforts to
alleviate its power problem. These
endeavors should start 1o pay divi-
dends within the next five years. The
country may well succeed in main-
taining growth in power generation
of 6=7 percent, but the problems dis-
cussed above will make higher
growth rates dithicult to achieve. Suc-
cess in the short run may have to be
defined as preventing the gap be-
tween power demand and supply

from widening. £
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Nuclear Power ShapesUp

But will the opportunities be as large as expected ?

oreign suppliers of nuclear

power plants and equip-

ment are justifiably op-

tmistic about China’s com-

mitment to develop
nuclear power. Earlier this year the
country signed a joint venture agree-
ment for Guangdong's Daya Bay nu-
clear power plant, and preliminary
construction is underway. In March
1984 the central government also
gave preliminary approval to plans
for plants in Liaoning and Jiangsu
provinces, where construction will
start in the Seventh Five-Year Plan
(1986-1990).

Now that discussions are turning
into reality, however, foreign ven-
dors are reevaluating China’s nuclear
development plan and the strategy
that underlies it. One result: early
foreign estimates of a potential $10
to $20 billion market in China by the
yvear 2000 may need to be revised
downward. It is increasingly appar-
ent that China plans to stress technol-
ogy purchases to develop domestic
production capacity, rather than buy
a series of complete plants from
abroad. Earlier estimates also as-
sumed a rapid construction schedule
through the end of the century. This
may have been overly optimistic,
given the inevitable construction de-
lays that affect any major Chinese
project and the continuing debates
over economic and safety features of
China’s proposed nuclear power
plants and the overall plan itself.

The country’s nuclear plan calls
for construction of nuclear power
plants with a total generating capac-
ity of 10,000 megawatts (mw) by the
year 2000. The hrst generation of
plants will be pressurized water reac-
tors, targeted for three areas: south
China (Daya Bay near Hong Kong),
east China (the Sunan and Jinshanwei
plants near Shanghai), and northeast
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China (Liaoning). Foreign technol-
ogy and equipment will be used at the
start to construct 900 mw reactors,
with China producing as much equip-
ment as possible on its own after con-
struction of the second or third
plant. At the same time, China will
build a 300 mw reactor of domestic
design at Qinshan, in Zhejiang Prov-
ince, o provide experience for Chi-
nese technical personnel.

Longer range goals laid out by the
Technical Advisory Group of the
Ministry of Nuclear Industry call for
development of breeder-reactor
technology in the early part of the
21st century and, subsequently, the
construction of fusion power sta-
tions. In fact, the Chinese inaugu-
rated their first fusion power testing
station this year.

Even if China fulfills these targets
to the letter, the role of nuclear
power will remain strictly of third pri-
ority in the country’s overall energy
mix for sometime. As Li Peng, the
State Council vice-premier responsi-
ble for energy policy, stated in Janu-
ary. “From now until the end of this
century, we will rely mainly on ther-
mal power plants while making hy-
droelectric power plants subsidiary
and nuclear power plants supple-
mentary.” Li sees nuclear plants pro-
viding about 5 percent of total elec-
tricity-generating capacity in the year
2000. Nuclear power is thus viewed
as a partial domestic substitute for oil
and gas, which China wants to export
and use for other higher value pur-
poses. The minor role nuclear power
will play highlights the fact that
China could indeed rely on coal and

Matthew |. Matthews is a Washington-
based free-lance writer and a recent grad-
uate of the fohn Hopkins University
School of Advanced International
Studies.

hydro resources to provide for its to-
tal energy needs in the year 2000 if it
chose to do so. Therefore, China can
continue 1o exercise {lexibility in de-
ciding how far and how fast to push
its nuclear program.

Nuclear advocates stress long-
term self-reliance

The oft-stated rationale for nu-
clear power is that China’s coal and
hydropower resources are located
too far from the nation’s large
coastal load centers 1o be economic
sources of energy supply. These
densely populated coastal areas are
chronically short of power and plan-
ners are acutely aware of the difhicul-
ties of transporting more coal on al-
ready saturated railroad lines.
Nuclear power, the thinking goes,
obviates the need for long-distance
transmission lines and/or new rail-
roads, and involves dramatically
lower operating costs than thermal
plants because of the small volume of
fuel needed.

The argument is bolstered by the
success of China’s nuclear weapons
industry, which began developing in
the mid-1950s. China already has ad-
equale uranium mining capabilities,
a relatively complete system for nu-
clear fuel production, and a corps of
trained technical experts (see page
28). Given the large investment
China has already sunk into its nu-
clear industry, why not try to reap
some urgently needed economic
benefits in the form of power genera-
tion? And unstated but omnipresent
is the conviction that China should
prove it is as capable as any other
country of building nuclear power
plants.

The government has defused the
issue of whether to pursue self-reli-
ance or an open door policy by argu-
ing that an initial, limited import of

23



foreign nuclear technology is neces-
sary to establish an economically via-
ble nuclear industry, even as China
continues to develop its own domes-
tic nuclear capabilities. Li Peng was
certainly addressing this issue in
March when he announced that
China will provide all the fuel for its
nuclear stations, participate in the
construction of imported nuclear
plants and the domestically designed
Qinshan power plant, and press on in
nuclear research. Jiang Shengjie,
chairman of the Science and Tech-
nology Commission of the Ministry
of Nuclear Industry, expects that of
China’s planned nuclear power ca-
pacity of 10,000 mw in the year 2000,
only 2,000-3,000 mw will come from
imported technology and equipment.

Harmful domestic turf battles have
also been adroitly circumvented by
carefully dividing responsibility for
the programs among several minis-
tries with a stake in nuclear power.
The most notable bargain struck so
far is a compromise that gives the
Ministry of Water Resources and
Electric Power overall jurisdiction
for constructing large nuclear power
plant complexes, while delegating
primary responsibility for building

nuclear islands (the nuclear reactor
and primary cooling system) to the
Ministry of Nuclear Industry.
Another important step in promot-
ing the nuclear program was the
establishment of the State Council’s
Nuclear Power Leading Group,
headed by Li Peng. This body should
ensure better coordination among
ministries involved in the program.
Other new organizations include the
State Bureau of Nuclear Safety,
which has ministerial rank, and the
Nuclear Power Society, a group of
experts from various disciplines.
These groups will support the devel-
opment and specialization of the do-
mestic industry, and are expected to
engage in a much-needed exchange
ol ideas and methods with their coun-
terparts in the West (see page 25).

Nuclear power opponents still
wield influence

Despite the strong push for nu-
clear power development in China,
SOmME Opposing voices persist in ques-
tioning specific aspects of the plan
and even the assumptions underlying
it. Two senior engineers of the Minis-
try of Nuclear Industry’s Technical
Information Institute confirmed in

China Daily that some energy experts
originally opposed the Daya Bay nu-
clear power project, favoring instead
a hydroelectric station on the
Hongshui River in Guangxi Prov-
ince. This disagreement was resolved
by a decision to fund both projects,
and Hongshui's feasibility studies
have just been approved.

A more comprehensive critique of
China’s nuclear power plan appeared
in a September 1984 article by Yang
Haiqun of the State Planning Com-
mission’s Economic Institute entitled
“On the Decline of the World Nu-
clear Energy Industry.” Yang argues
that China is beginning its nuclear
power program just as the industrial
nations are realizing that nuclear
power is not economical, and are cut-
ting back on new plant construction.
He concludes that China should
abandon its nuclear development
plans in the interest of both econom-
ics and safety. That this article was
published at all suggests lingering,
behind-the-scenes opposition to the
government's current pro-nuclear
policy.

Without question, China’s nuclear
advocates have oversimplified the is-
suc of nuclear power's cost competi-
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tiveness with other energy sources.
Articles in the popular press and
technical journals supporting the nu-
clear program vary widely in their as-
sumptions and conclusions. The most
detailed and persuasive article to
date appeared in Nuclear Power Engi-
neering in 1983, The author, Luo
Anren, based nuclear energy’s cost
competitiveness with coal on an as-
sumed increase in the cost of coal
and a reduction in the construction
cost of nuclear plants through do-
mestic sourcing of equipment and
construction. Luo thus has implicitly
acknowledged that electricity pro-
duced from imported nuclear power
plants would not be price competi-
tive with thermal plants.

In a recent speech, Li Peng attrib-
uted the high cost of nuclear power
plants not only to the price of im-
ported equipment, but also to the ex-
pense of China’s domestically pro-
duced nuclear fuel. He said China
would have to reduce the cost of fuel
production and be able to produce
equipment domestically in order for
nuclear power to be cheaper than
thermal. This is, in effect, an admis-
sion that the electric power to be pro-
duced by the Daya Bay, Sunan, and
Liaoning nuclear plants will cost
more than if thermal plants had been

constructed. Li Peng views this as a
necessary cost in order to attain an
advanced nuclear power industry.
But if technology transfer turns out
to be more difficult than the Chinese
anticipate, and construction costs in-
crease, nuclear power opponents will
not lack ammunition to attack the
})1‘()g1';!|]|.

In the meantime, China is keeping
its options open by investing enor-
mous sums of money in long-distance
transmission of both hydro and ther-
mal power from the interior to the
coast, in coastal thermal power
plants, and in new railroads and ports
to move coal to these plants. At least
two large coal-fired power plants are
going up within 100 miles of the Daya
Bay plant.

China has substantial foreign ex-
change reserves and a credit rating
that would enable it to raise approxi-
mately $30 billion more. Thus, it is
theoretically able to finance the im-
port of several nuclear plants, should
they be given sufficient priority.
However, fiscal conservatism will
probably make China reluctant to
borrow these sums. Significantly, the
Daya Bay project’s viability hinges on
selling electricity to Hong Kong—
despite south China’s acute power
shortage. For the Sunan project, the

Chinese are making stift public de-
mands that any foreign equipment
purchases be offset by purchases of
various Chinese goods, and by pay-
ments from equipment vendor coun-
tries for reprocessing nuclear fuel in
China,

Furthermore, construction materi-
als of all sorts are in extremely short
supply. Planners are bound to ques-
tion the wisdom of concentrating
them on two or three projects.
Should the go-ahead be given, nu-
clear power projects could well find
their construction delayed by short-
ages for most materials sourced
domestically.

All these factors, combined with
China's concern for developing its
own technology, probably add up to
a China nuclear market in the $5-
$10 billion range over the next 15
years, rather than the $10-$20 bil-
lion range. It could be even lower if
the program is scaled back. China will
probably be doing well if it succeeds
in installing 5,000 mw by the year
2000, half of its announced target.
Given the state of the industry, how-
ever, this still makes China’s one of
the world’s largest nuclear power
development programs and certainly
one that no vendor can afford to
ignore. £

ORGANIZATION OF CHINA’S NUCLEAR INDUSTRY

STATE COUNCIL

8 NUCLEAR POWER LEADING GROUP
Director: Li Peng
(also State Council vice-
premier)
» Charged with overall responsibility for
nuclear power development in China

® MINISTRY OF WATER RESOURCES

AND ELECTRIC POWER

Minister: Qian Zhengying

¢ In charge of large power plant
construction

* Will manage secondary cooling
systems and generators for nuclear
reactors

* Oversees several institutes and
companies involved in nuclear power
plant construction

8 MINISTRY OF URBAN AND RURAL
CONSTRUCTION AND
ENVIRONMENTAL PROTECTION
Minister: Rui Xingwen
® Oversees State Environmental

Protection Bureau (Director: Qu
Geping), which will give expert advice
on protection from nuclear pollution

® MINISTRY OF NUCLEAR INDUSTRY

Minister: Jiang Xinxiong

* Jurisdiction over nuclear power
development

* Responsible for development of nuclear
reactors and construction of nuclear
islands

» Governs use of nuclear technology

* Distributes nuclear fuel

» Overall responsibility for construction
of Qinshan plant

* Oversees Nuclear Energy Industry
Corporation, which controls uranium
mines and processing plants

Chart prepared by Matthew |. Matthews.

| MINISTRY OF METALLURGICAL
INDUSTRY
Minister: Li Dongye
» Controls specialized materials necessary
for construction and operation of
nuclear reactors

| MINISTRY OF MACHINE-BUILDING
INDUSTRY
Minister: Zhou Jiannan
* Operates several factories
manufacturing equipment for the
nuclear industry

B MINISTRY OF GEOLOGY AND
MINERAL RESOURCES
Minister: Sun Daguang
® Responsible for survey work at nuclear
plant sites

u STATE BUREAU OF NUCLEAR SAFETY

Director; Jiang Shengjie

® Drafts laws, regulations, guidelines,
and standards for nuclear safety

* Will examine safety of civil nuclear
facilities

® Conducts safety research

 Issues construction permits and

operating licenses
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hina's largest joint ven-
ture with a foreign com-
pany will invest $4 billion
to build a nuclear power
plant at Daya Bay, 70 km
east of Shenzhen. The long-awaited
agreement between the Guangdong
Nuclear Power Investment Company
(GNPIC) and the Hong Kong Nuclear
Investment Company (HKNIC) estab-
lished the Guangdong Nuclear Power
Joint Venture Company. It was
signed in January by Zhao Qingfu, a
vice-minister of Water Resources and
Electric Power, and William Stones
of the Hong Kong utility China Light
and Power that owns HKNIC.

Deng Xiaoping underscored the
political importance of the joint ven-
ture as he thanked Lord Kadoorie,

26

chairman of China Light and Power
Company, at a ceremony celebrating
the agreement. **You have set an ex-
ample by taking this risk,”” he said.
“Hong Kong experienced some fluc-
tuations when China and Britain
were negotiating a settlement of the
Hong Kong question. But you and
your company adopted a friendly and
positive attitude. We are thankful on
this score.”” Both partners believe the
project will have a stabilizing influ-
ence on Hong Kong, partly because it
will augment Hong Kong's power
supply, and partly because the con-
tract extends beyond the expiration
of British rule.

Five Nuclear Projects:
inching off the drawing board

The $4 billion will be financed with
10 percent equity and 90 percent
debt. HKNIC will put up 25 percent
of the equity, or about $100 million.
(China Light and Power failed in its
attempt to attract Hong Kong Elec-
tric, the territory’'s other electric util-
ity, as a co-investor). GNPIC will put
up the remaining $300 million. The
other 90 percent of the funds for
Daya Bay's construction will come
from international loans floated by
the Bank of China and financed over
the first 20 years of the plant’s opera-
tion. Two-thirds of the debt is ex-
pected to be export credit loans, with
the other third straight commercial
loans. Receipts from Hong Kong for
part of the plant’s electricity will help
repay the loans. Under the agree-
ment, the sharing of output is based
on equity holdings, with 25 percent
of the power allocated to HKNIC and
75 percent going to GNPIC. How-
ever, GNPIC will actually use only 30
percent of the total output, and has
arranged to sell the other 45 percent
to HKNIC. For the first six years the
unit price of electricity sold to
HKNIC will not exceed the cost of
producing an equivalent amount
with a coal-fired plant in Hong Kong,
although the exact mechanism for
calculating this is still not known.

Electricité de France (EDF) will as-
sume technical responsibility for the
design, construction, and commis-
sioning of the power station. Al-
though this contract was signed in
1983 in an attempt to speed the
project’s development, EDF is re-
portedly still negotiating the terms of
the project management portion.

The GNPIC, now headed by Wang
Quanguo, a veteran Guangdong poli-
tician, associate of Premier Zhao
Ziyang, and Communist Party Cen-
tral Committee member, has also es-
tablished a watchdog management
team of Swiss and American
consultants.

Daya Bay's two nuclear reactors
will almost certainly be supplied by
Framatome (France) under a Wes-
tinghouse license. Framatome will
supply a complete “nuclear island”
to generate steam. Britain’s General
Electric Corporation (GEC) has been
tapped to supply the turbine genera-
tors that actually make electricity.
GEC has never made units of this
size, and its involvement appears
tracable to its long relationship with
China Light and Power and to the
political desire to have Britain in-
volved in a project of such major
impact on Hong Kong.

Long months of negotiating have
yet to yield final contracts. The com-
plexities of technology transfer have
been partially responsible for the
protracted negotiations, particularly
with the French. Lack of interna-
tional experience has been a factor in
the British case. The complicated fi-
nancing depends on the strength of
guarantees offered by the Bank of
China, the strength of Hong Kong's
commitment to purchase electricity,
and other factors.

The Chinese hope to sign the con-
tracts before year-end, but such
deadlines have often passed without
action before. Although the Chinese
still publicly say they expect con-
struction to be completed by 1991,
they are not likely to meet this goal.
Nonetheless, preliminary sitework
(coordinated by the Jilin Metallurgi-
cal Construction Company, the
highly publicized winner of one of
China’s first major competitive con-
struction bids) is proceeding apace
with Chinese money.

Concern over safety issues has
been expressed by Hong Kong resi-
dents and activist groups, and proba-
bly by Chinese living near the plant as
well. China has pledged that safety
standards will meet the requirements
of the International Atomic Energy
Agency, as well as those of the coun-
try supplying the plant. The new
State Bureau of Nuclear Safety is for-
mulating standards, with advice from
the French Interministerial Commit-
tee for Nuclear Safety and other
overseas groups. Bureau director
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Jiang Shengjie recently took one of
the few trips made by any Chinese
nuclear official to the United States
in this connection.

Qinshan/728

Qinshan, formally called Plant
728, has the longest history of any
Chinese commercial nuclear power
project; Zhou Enlai first approved
research and development funds for
the facility back in 1972. Qinshan is
based on a Chinese pressurized water
reactor design, and most of the
equipment and materials are being
produced domestically. Though cost
estimates by the Ministry of Nuclear
Industry show it to be too small to be
price competitive with coal plants,
Qinshan remains a priority item in
the Sixth Five-Year Plan, a fact that
underscores the importance leaders
continue to attach to self-reliance. As
Vice-Minister Zhou Ping has argued,
Qinshan's construction will provide
China’s technical experts with a com-
plete range of experience, from de-
sign engineering to equipment man-
ufacture, project operation, and the
training of technical staff.

In March 1984, crews began re-
moving 800,000 cubic meters of
earth and rock to prepare the site for
the main plant buildings. This phase
was completed by the end of 1984,
and work on the main reactor began
in January 1985.

Though most of the equipment for
the plant is being produced in China,
several important components will be
purchased from foreign vendors.
The German company KSB is supply-
ing the main coolant pump for the
reactor. The steam generator tubing
will come from a Swedish company,
and the reactor vessel will be pro-
vided by Mitsubishi Heavy Industries
of Japan. The latter represents Ja-
pan’s first export of nuclear technol-
ogy to China since the two sides
reached a preliminary understanding
on nuclear cooperation in March
1984. The vessel is to be delivered by
September 1986, and China hopes to
have the plant operating by 1990.

Sunan

The plum dangling before the eyes
of foreign vendors and the current
focus of their competitive bidding is
the 1,800 mw Sunan nuclear power
plant. Leaders have designated this
plant one of the key State construc-
tion projects for the Seventh Five-
Year Plan. Feasibility studies of the
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site in Jiangyin County, Jiangsu Prov-

ince, about 60 miles northwest of

Shanghai, were completed and ap-
proved by the State Planning Com-
mission in 1984, Experts say the site
is ideal because of its geologic stabil-
ity, adequate fresh water source (the
Yangzi River), well developed trans-
port facilities, and location in the
center of the east China power grid.

Sunan will have two 900-1,000 mw
reactors, similar to those planned for
Daya Bay. The Ministry of Water Re-
sources and Electric Power estab-
lished the East China-Southern

Jiangsu Nuclear Development Com-

pany in January 1985 to oversee con-
struction. The company is currently
holding talks with companies invited
to bid on the reactors, including
Framatome, Alsthom Atlantique
(also of France), and the West Ger-
man company Kraftwerk Union
(KWU). US companies have been ex-
cluded from negotiations by the ab-
sence of a US—China bilateral nuclear
cooperation agreement (see box).

KWU is currently the company to
beat. The Chinese signed a memoran-
dum of intent with the firm during
Zhao Ziyvang's visit to West Germany
last June. The memorandum calls for
China to purchase four 1,000 mw
nuclear power plants, two of which
would go to Sunan. The deal, report-
edly worth as much as $1.6 billion,
was reached in part through the Ger-
mans’ willingness to set up barter
trade arrangements in uranium and
nonferrous metals as partial payment
for equipment and technology.

The Germans have also agreed to
consider China's controversial desire
to store spent nuclear fuel from Ger-
man reactors. The service fees thus
earned by the Chinese could then be
used to help pay for nuclear equip-
ment imports. With this in mind, the
Chinese and three West German
companies signed a letter of intent in
1984 that calls for shipment of 400
tonnes of nuclear waste to China to
be stored at a cost of more than $5
billion. The Ministry of Nuclear In-
dustry is pressing hard on this issue
because, if it can use these fees to
help pay for the high cost of plant
construction, it is more likely to win
approval for the whole nuclear
power program.

The memorandum between China
and KWU is a major step forward,
but it is not a contract. Negotiations
on price and financing still lie ahead,
and the Chinese are still free to back

out of the deal and select another
company. Optimistic American ven-
dors feel that although they were not
allowed to compete for contracts on
Daya Bay, they still have a real chance
to win contracts on Sunan. They say
US firms are particularly attractive to
the Chinese because of a superior
ability to transfer technology. But as
another US executive put it, “The
horse race is already halfway over.”
Even if the United States and China
do sign a nuclear cooperation agree-
ment this year, US companies will
have a lot of catching up to do.

Liaoning

Few details are available on the
proposed 1,800 mw nuclear power
plant in the northeast province of
Liaoning. Li Peng reportedly an-
nounced the proposed site for the
plant at a January meeting of the
Ministry of Nuclear Industry, but it
was not made public. The govern-
ment is holding talks with Framatome
on technology transfer strategies, as
China plans to produce a substantial
amount of the equipment for this
plant domestically. More than 10
Chinese factories could potentially
contribute components and plant
materials. One US executive feels
that the lack of more information on
Liaoning indicates that the Chinese
may be waiting to see how other
plants progress before they take more
concrete steps at the Liaoning site,

Jinshanwei

The nuclear power plant planned
for Jinshanwei, in Shanghai, will gen-
erate power for the Shanghai Gen-
eral Petrochemical Plant. It will have
two 450 mw units. Now that the feasi-
bility study is complete, the technical
design of the nuclear island is under
study at the Southwest China Reactor
Engineering Research and Design In-
stitute. The Shanghai General Petro-
chemical Plant currently burns oil to
make steam for the factory. Jinshan-
wei would therefore exemplify how
nuclear power can replace oil in the
production of heat and electricity, a
goal consistent with the govern-
ment's policy of reducing oil
consumption.

The Chinese government does not
seem to be moving very fast on this
project. It may well be viewed as a
follow-on to the Qinshan project that
may or may not materialize, depend-
ing on the success of other nuclear
plants. —MJM
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China’s Nuclear History

The country is no newcomer to the nuclear arena

espite Mao Zedong's
opinion that the
bomb is a paper uger,”
China’s nuclear
gram has maintained high national
priority throughout its existence, un-

atom

})ll)-

aftected by political unrest and shifts
in national policy. During the first
three decades of development, the
program helped assert China’s mili-
tary strength and superpower status.
Now a more pragmatic Chinese lead-
ership is also paying attention to the
peaceful uses of nuclear energy. But
even the relatively new emphasis on
commercial nuclear power is backed
by a long period of nuclear technol-
ogy research and development.

Uranium resources

Uranium reserves had to be devel-
oped before China’s nuclear pro-
gram could advance. Deposits are
found in the granite rocks of south-
ern Anhui, Fujian, Guangdong,
Guangxi, Hunan, southern Jiangsu,

The Road to
Nuclear Capability

China’s Reported Test Chronology
1964-1984

20-40 kt
Tupolev 4 bomber

4

Yield: 20 kt K&
Delivery: tower

1964
Jrangxi, and Zhejiang. They have also
been reported in Xinjiang, Qinghai,
Inner Mongolia, and northeast
China, located in granite, alkaline
rock, lead-zinc deposits, and phos-
phate. In 1980, a find was made in
the northeastern part of Liaoning
Province, large enough to support a
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1966

Bradley Hahn

medium-sized mine. Although Chi-
na's total uranmum reserves are not
publicly reported, Western sources
have estimated they may total close to
800,000 tonnes. Proven reserves are
believed suthcient to keep pressur-
ized water reactors with a total capac-
ity of 15,000 megawatts running for
at least 30 years.

Three uranium mines were devel-
oped in the Xinjiang Autonomous
Region with help from the Soviet
Union during the early 1950s. But
China’'s largest uranium mining oper-
ations are located in Guangdong
Province. Since 1964 more than 10
uranium deposits have been found
there almost every vear, although
many have not yet been exploited
and only about 15 mines are now op-
erational. In 1979 the Wenyuan de-
posit, among the largest, was deter-
mined to consist of nearly 100 rich
140,000 tonnes of
pure uranium spread over an area of
about 100 sq km. The composition of
the ore permits relatively easy extrac-
tion and dressing. This discovery

veins of almost

300-500 kt

tower
)
200+ kt ai KE
CSS-1
Hong 6 MRBM

bomber

Bradley Hahn is director of the Titus-
ville, Florida, consulting frrm Hahn As-
soctates International and a specialist in
Asian maritime affairs. He visited
China for the fifth time in 1984 as the
guest of the Beijing Institute for Interna-
tional Strategic Studies and the PLA
Nauy.

3 mt
Hong 6

jun 17

alone is considered of major impor-
tance for developing China's atomic
energy industry, including the con-
struction of the Dava Bay nuclear
power station near Guangzhou.
Another center of mining activity
since the 1960s is the Longnan-
Zhushan and Quannan-Maoshan
complexes of Jiangxi Province.
Known these two
tions amount to between 20,000 and
30,000 tonnes of pure uranium. The
Maoshan lode, discovered in 1956,
reportedly contains up to 0.4 percent

reserves at loca-

uranium 235.

China’s total current uranium pro-
duction has been estimated at about
1,000 tonnes per year. But another
recent report suggests that the coun-
try is producing about 1,000 tonnes
per vear for military purposes alone.

China’s first uranium mining oper-
ations began in the 1950s, and subse-
quently the country has accumulated
a considerable amount of technical
experience adapted to all tvpes of

3 mt
Hong 6

15-25 kt
Hong 6

Dec 24 | 1968

uranium ore processing. The capabil-
ities of the nuclear raw materials in-
dustry have also expanded, although
certain areas such as uranium hydro-
metallurgy still need improvement.
The Ministry of Nuclear Industry’s
study of chemical methods for min-
ing uranium has yet to move beyond
the experimental stage.

Some of China's proven uranium
reserves cannot vet be recovered eco-
nomically because they are difhcult
to process or because of high con-
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Source Hahn Associates International

the PRC’s nuclear materials industry
include the institutes of Nuclear Re-
search, Atomic Energy, and High En-
ergy Physics (all under CAS), the
Ministry of Machine-Building in
Beijing, the University of Science and
Technology in Hefei, Anhui, and
Fudan University’s Physics Depart-
ment in Shanghai. These facilities
conduct research on a wide range of
practical and theoretical topics in nu-
clear physics and chemistry.

Nuclear irradiation has been used
to bring about genetic changes in
crop seeds and improve plant yields
since 1957, when atomic research

20 kt
6 kt underground

atmospheric g~
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was first applied to agriculture. To-
tlkly maost autonomous I'l‘gi(]l]ﬁ. I)r(l\"-
inces, and municipalities have thei
laboratories with irradiation
equipment and facilities for the study
of isotopes. At least 2,000 nuclear
technicians are working on biological
fixation of nitrogen fertilizers and
other agriculture application
methods.

Chinese research in high energy
physics commenced in 1956 when
China's Communist Party Central
Committee established a 12-year sci-
ence and technology development
program. A 40 billion electron-volt
(40 GeV) project was scrapped in
1975, but China’s first high energy
accelerator “prefabrication research
project” is currently underway. Con-
struction of a 50 GeV proton syn-
chrotron (a subatomic particle accel-
erator) began near Beijing in
mid-1978, but completion has been
extended from 1982 to 1985 in order
to take advantage of the latest tech-
nology. This 50 GeV proton synchro-
tron and associated experimental de-
tection and data processing systems,
when completed, will provide the
PRC with an advanced capability in
nuclear physics and other sciences
for civilian and defense needs. There
are only eight accelerators operating
in the world that have a capacity
above 10 GeV, and two larger than
400 GeV.

Laser research, used in the separa-
tion of uranium isotopes and nuclear
fusion, is another important area of

own
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experimentation. The Shanghai Pre-
cision Optical Instruments Institute
and the Anhui Optical Instrument
Plant, another research center, have
discovered new spectral lines in
flourine chemical lasers, while Anhui
has also discovered new special lines
in the eximer laser. Over the past sev-
eral years laser plasma experiments
utilizing multiple beam laser fusion
systems have been underway in
Shanghai under CAS sponsorship.
The results obtained reflect the
PRC’s ability to initiate a fusion reac-

200 kt-1 mt

<20 kt atmospheric

atmospheric

1980

tion with less energy by centripetally
focusing a size-beam laser fusion sys-
tem on a fuel pellet. The laser fusion
system, detectors, measuring instru-
ments, components, and ancillary
equipment used in the experiments
were all manufactured in China. The
ability to initiate and control energy-
releasing fusion reactions promises
to open up many applications in civil-
ian, military, and aerospace
disciplines.

Waterborne nuclear propulsion
Use of nuclear material in water-
horne propulsion designs dates from
1964, when China decided to pro-
duce nuclear-powered propulsion
units for submarines. The first water-
borne nuclear propulsion system, a
single pressurized water-cooled reac-
tor, was installed in a HAN Class sub-
marine at the Red Flag Shipyard of
Dalian. About five vears later, Chi-
na’s first nuclear-propelled subma-
rine began trials in North Yellow Sea
waters. By the late 1970s, the second
HAN class unit was outfitted, proba-
bly with a ballistic missile bay.
Construction subsequently began
on a new class of nuclear-propelled
submarine, the XIA. This design was
the PRC’s first nuclear-powered bal-
listic missile submarine. The XIA
program probably began about
1975, with the first submarine
launched in 1981. The editor of
Jane's Fighting Ships stated in July
1983 that Chinese authorities had
confirmed that they had already com-
missioned one nuclear-powered bal-
listic missile submarine, were build-

ing another, and planned to build six
more. More recently, Chinese offi-
cials have suggested that up to four
XIA Class hulls are now in existence.

In late 1980 a Chinese official
noted that the country was develop-
ing a nuclear-powered merchant
ship. Such a ship, the first of a series,
could be in trial status before the end
of 1986. The nuclear-powered mer-
chant ship program should provide

4-8 kt
; underground
<20 kt
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the PLLA Navy with an option of con-
structing nuclear-powered surface
combatants to complement its under-
sea component. Therefore, it would
not be unreasonable to expect one or
more nuclear-powered surface ships
to become operational by the end of
the 1980s.

International cooperation

Internationally, China signaled its
intent to become a full-fledged, re-
sponsible member of the nuclear
community when it joined the Inter-
national Atomic Energy Agency
(IAEA) in late 1983. Signatories Lo
the IAEA, which tries to enforce a
nonproliferation treaty drawn up in
the late 1950s, include most United
Nation member states. This action in-
dicates China’s willingness to place
imported equipment and materials
and potential waste storage sites un-
der international safeguards.

Meanwhile, China has been busy
strengthening commercial ties with
other nuclear nations (see page 25).
By the turn of the century, China be-
lieves its nuclear industry will be able
to compete successfully in the inter-
national export market for nuclear
power generating systems, propul-
ston equipment, and raw materials
processing techniques.

Vice-Premier Li Peng summarized
the PRC's current national and inter-
national nuclear policy this February,
stating, “*China has no intention, now
or in the future, of helping non-nu-
clear countries develop nuclear
weapons . .. China will abide by the
stipulations of the International
Atomic Energy Agency, and restrict
nuclear cooperation with other coun-
tries to peaceful purposes only.” T
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Chinas Renewable Energies

Traditional sources retain a place in China’s energy future

hile renewable energy

sources such as sunlight,

biomass, and wind have

only recently come into

vogue among Western
development experts, they have been
an important part of life in China for
generations. The Chinese today con-
tinue to cook with firewood, irrigate
their fields with power from wind-
mills, dry crops in sunlight, and seek
cures to a variety of ailments by bath-
ing in geothermal hot springs. To be
sure, the nation’s current energy
plans stress large-scale coal, petro-
leum, natural gas, and hydropower
projects. But far from forsaking re-
newable energy sources that have
served well in the past, China is intent
on expanding them as part of a com-
prehensive energy development
strategy.

The potential of these renewable
energies needs to be kept in perspec-
tive. Even if the government’s very
ambitious expansion plans are fully
implemented, solar, biomass, geo-
thermal, wind, and ocean energies
will provide just 4 percent of China's
total energy consumption by the year
2000. Currently, these sources sup-
ply only 0.2 percent of the country’s
annual commercial energy consump-
tion of some 600 million tonnes of
standard coal equivalent. Their effec-
tive contribution, however, out-
weighs the paltry impact this aggre-
gate view conveys. The Mongolian
herdsman who replaces yak butter
lamps with windmill-powered electric
light bulbs experiences an unquanti-
fiable, but certainly substantial, im-
provement in his standard of living.

Electricity is not available in 40
percent of China’s villages—some
300 million peasants do without a
commodity taken for granted in the
developed world. Moreover, most of
these villages are in remote areas that

32

David Nianguo Li

will not be connected to national
power grids any time soon. The gov-
ernment’s only medium-term hope of
tackling China’s severe rural energy
shortage is to encourage utilization
of the renewable energies discussed
here, and to promote more efficient
use of those already being exploited.

The Chinese government thus re-
gards traditional renewable energies
as a supplement to conventional
sources, not an alternative. It cor-
rectly stresses their development in
the remote rural areas hardest to
serve with conventional sources,
where their immediate impact will
also be most profound. In less re-
mote areas renewable energies can
hlll)p!(’]l](‘n[ ('(]"\('l]li()nill sources,
and thus contribute to their
conservation.

BIOMASS
1984-600
1990-6,300
2000-31,000

Figures in all charts expressed in 1000 tonnes
standard coal equivalent. 1990 and 2000
figures are targets

Perhaps as much as half of the en-
ergy supplied by all renewable
sources except hyvdropower comes
from biomass resources such as fire-
wood, crop residues, and manure.
Firewood and plant stalks, burned
for cooking for centuries, still play an
important role in practical rural en-
ergy supply. According to one esti-

David Nianguo Li is senior consultant
in the Guangzhou office of Energy
Projects (China) Ltd., a Hong Kong-
based firm serving energy-related compa-
nies in China. He formerly headed the
Guangzhou Research Institute of Energy
Conversion under the Chinese Academy
of Sciences.

mate, the Chinese annually burn 230
million tonnes of plant stalks and 180
million tonnes of firewood for cook-
ing and heating.

Inefhcient traditional stoves per-
mit utilization of only 10-15 percent
of the potential heat held by these
biomass resources. This percentage
could be doubled by expanded use of
more efficient stoves that the govern-
ment is (rying to popularize. Even
better, biomass resources can be
used as a raw material in chemical
digesters that produce biogas in
methane pits.

Thermal efficiency would increase
by 80 percent if half of the straw and
stalks now burned each vear were in-
stead fed into these digesters to be
turned into biogas. This would gen-
erate 32.8 billion cubic meters (cu m)
of biogas, enough for 60 million farm
families to cook with for a vear.

Night soil and animal manure are
other widely but inefficiently used
biomass resources. More than 260
million tonnes of dry matter comes
from manure every vear, 213 million
tonnes of which may be used to gen-
erate biogas. At present the manure
is applied directly as fertilizer. If it
were all put into biogas production,
more than 40 million cu m of meth-
ane would be produced, while still
leaving the effluent as a high-quality
fertilizer.

Expanding biogas generation is
thus a principal feature of China’s re-
newable energies strategy. About
two-thirds of the country’s 6-7 mil-
lion family-size digesters are cur-
rently in operation. About half of
these operating methane pits have
been dug since 1980, and govern-
ment policy calls for another 3.5 mil-
lion digesters to be built by 1990.
There are also about 600 power
plants with a total capacity exceeding
8000 hp that burn biogas for direct
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“A very valuable, compact reference work for anyone interested in recent
trends and developments in the Chinese economy."”
A. Doak Barnett
Protessor of Chinese Studies
The Johns Hopkins School of Advanced International Studies
“To have so much data in such a convenient form so soon after its release
is most valuable to anyone engaged in commercial relations with China.”
Donald W. Green
Vice President
The Chase Manhattan Bank
enough information crammed into this small pamphlet to satisfy almost
any conceivable request for information on China's economy.”
James F. Smith
Chief Economist
Union Carbide Corporation
“Certainly a handy little piece for anybody engaged in negotiations or in
need of a ready reference on China's economy.”

i“

Scott T. Jones
Senior Planning Consultant
Atlantic Richfield Company

Rock Creek Research is a private consulting firm specializing in China’s
macroeconomy. Recently completed work includes research for the Joint
Economic Committee of Congress. the World Bank, the Department of
State, and private corporations

Albert Keidel, President of Rock Creek Research,
received his Doctorate in Economics from
Harvard University and has traveled and

worked in the People's Republic of China more
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Creek Research. Dr. Keidel was Senior
Economist for China at Wharton Econometric
Forecasting Associates.
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China's economy took off in 1984. Rock Creek Research's 1985
China Statistical Handbook is the first systematic presentation of
China's remarkable 1984 economic performance. Carefully com-
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With the Rock Creek Research 1985 Statistical Handbook, you
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mechanical uses, and some 1,200
biogas electricity generating stations
with a total installed capacity of more
than 16 megawatts (mw). China is
also developing solid biomass gasifi-
ers that supply gaseous fuel from ma-
terials such as wood chips, sawdust,
rice husks, fruit, and nut shells.
Biogas is used in urban areas too.
Tianjin recently installed an electric-
ity generator fueled by biogas pro-
duced by treating the city's sewage
water. Made by a machinery factory
in Chongqing, the generator lights
the sewage plant. Liaoning Prov-
ince’s largest methane generating pit
is in the city of Benxi. Installed in
1983, the unit uses 80 tonnes of
night soil per day. Annual output is
1.300 cu m, enough to fuel 600
households (or to replace 20 tonnes
of gasoline if used in transport), and
30,000 tonnes of fertilizer, enough
to fertilize 1,340 hectares of gardens.
(One hectare is equal 10 2.47 acres).

GEOTHERMAL
1984-300
1990-1,100
2000-5,000

Geothermal resources provide
about a fourth of the total energy
from the five renewable sources dis-
cussed here. China’s geothermal re-
sources are spread throughout the
country. More than 2,500 hot
springs exist, concentrated along
China’s eastern coast and the south-
western plateau. Also buried in
northern China are relatively rich un-
derground hot water reserves.

Nine geothermal pilot power
plants have been set up throughout
China, the largest of which is a 7,000
kilowatt (kw) experimental power sta-
tion near Lhasa, Tibet. The station is
one of the city’s major electricity sup-
pliers. A new generator being built
will increase output to 10,000 kw.

In most cases, however, the well-
head temperature at China’s hot
springs is too low for economically
feasible commercial power genera-
tion. So the country utilizes its geo-
thermal energy mainly for such appli-
cations as greenhouse heating, grain
drying, and crop and hsh raising. Al
present China has geothermal green-
houses with a total area of nearly
60,000 square meters and warm wa-
ter fish ponds with total surface area
of 80,000 square meters.
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Artwork by John Yanson

One technique with a promising
future calls for a staged application
of geothermal energy. First, brine ac-
quired at a temperature of about 84°
Celsius generates electricity. The wa-
ter discharged is 57° and can be used
tor space-heating. When it drops to
55° the hot water is transferred to a
greenhouse. When it cools to 40°, the
effluent flows into fish ponds. Water
leaving the ponds at 207 is used to
rigate crops.
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China has abundant solar energy
resources. Most ol its territory enjoys
more than 2,000 hours of sunshine
per vear, while the sunniest south-
western regions receive 2,800-3,300
hours. Tibet is said to rank second
only to the Sahara Desert in solar en-
ergy potential.

The country’s efforts in exploiting
this energy are mainly at the pilot
project or experimental stage. But
projects are being carried out in a
number ol areas including photo-
thermal conversion, photovoltaic
conversion, photo-chemical conver-
sion, solar energy storage, solar en-
ergy materials, and measurement
technology. To compensate for the
intermittent nature of solar energy,
Chinese researchers are studying var-
ious ways of pairing it with other re-
newable energy sources, e.g., com-
bining solar energy with wind,
hydropower, and geothermal energy.

Applications receiving the most in-
terest imclude using solar energy to
heat water, power stoves, heat or cool
buildings, dry farm produce, and de-
salinate water. China plans to build
500,000 solar stoves by 1990—an
ambitious target given that the coun-
try had just 40,000 at the end of last
year. Many are used by herdsmen in
China’s northwest. More than 200
buildings with experimental solar
heating systems have been built na-
tionwide, halt of them last vear alone.

As it pursues solar energy develop-
ment, China has been shopping with
US firms for photovoltaic technol-
ogyv. The Spire Corporation of
Massachusetts has a 20-year agree-
ment to set up a new photovoltaics
manufacturing facility in Nantong,
Jiangsu. Spire is providing equip-

ment worth about $4 million, materi-
als, and training. Another Massachu-
setts firm, Solenergy, and Sovonics
Solar Technology of Michigan, both
have letters of intent to establish
Joint ventures in China.

Other countries are also involved.
Japan’s Kyvoto Ceramic Company and
Mitsubishi Corporation are provid-
ing financing for China’s first solar
energy power plant, a 10-kw facility
to be built in Yuzhong County,
Gansu Province. And Australia’s
Southern Cross Company will help
build a solar energy research and
demonstration center in Gonghe,

Qinghai.

WIND
1984-30
1990-150
2000-1,500

At a conference last year in
Beijing, energy planners resolved to
speed development of wind power 1o
help solve the energy problem in re-
mote mainland areas and islands not
served by power networks. Several
regions of China enjoy wind
strengths forceful enough 1o gener-
ate power, especially the southeast-
ern coast, the Qinghai-Tibetan pla-
Inner Mongolia,
Xinjiang, and eastern
Heillongjiang and Jilin.

As of late last year, some 2,000
wind power generators and 8,000
wind-powered water pumps were in
use. Traditonal wind mills form a
part ol the scenery along the banks
by the lower reaches of the Yangzi
River.

The country plans to emphasize
small (up to 100 w) wind generators,
Smaller North American companies
that specialize in this technology have
sold some equipment to China, and
may sell more if plans continue to de-
velop. Flow Industries of Washing-
ton State has a letter of intent to con-
struct a $12 million ‘wind farm’ with
40 turbines near Beijing. It would
produce enough electricity for
160,000 homes. The Vermont sub-
sidiary of Canada’s Thermax Cor-
poration has sold 20 wind generators
and is investigating a joint venture to
build 12-volt generators. And Bergey
Windpower of Oklahoma is negotiat-
ing with the Ministry of Agriculiure
to provide technology for 1-10 kw
wind-powered generators.

teau, northern

Gansu,
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OCEAN
1984-10
1990-20
2000-60

China’s coastal areas produce
more than a third of the country’s
agricultural and industrial output,
but have only about 6 percent of its
known coal reserves and less than 5
percent of total hydropower re-
sources. One way to satisfy the re-
gion’s energy hunger would be to
harness the tides.

There are about 10 tidal power sta-
tions in coastal Zhejiang, Jiangsu,
Shandong, and Shanghai. Total in-
stalled capacity of 9 mw is less than a
third of what some experts believe
could be produced if more areas built
stations. The theoretical tidal reserve
in China approaches 3 million mw,
but many places lack the required
funnel-shaped terrain to permit
large-scale application. The country’s
largest tidal power station is at
Jiangxia in Wenling County,
Zhejiang, with six generators and a
total capacity of 3,900 kw. The
world’s second biggest tidal power
station after one in France, Jiangxia
is entirely of Chinese design, manu-
facture, and installation.

China has only recently given seri-
ous consideration to exploiting wave
energy. So far only navigation buoy-
lights generating under 100 watts
have been used, though larger sys-
tems are planned. An experimental
wave energy station designed by the
Guangzhou Research Institute of En-
ergy Conversion will be built on
Dawanshan Island in the Pearl River.

Renewable energies still cannot
compete with coal, petroleum, and
hydropower because of limited econ-
omies of scale and, in some cases, im-
mature technology. Thus, the big
capital investments China must make
in the energy sector will be for more
conventional energy mainstays. As
one expert in China put it, “The [re-
newable energy] goals to fight for
should not be set too high, to avoid
disassociation from reality.” How-
ever, improvements in technology
and gradually higher output will en-
hance the economic competitiveness
of renewable energies and increase
their small but significant contribu-
tion. Renewable energies will be an

enduring feature of Chinese life. 5%
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Finding Space to Live
and Work in Beijing

New options wi [l

s any foreign resident in
Beijing knows, accommoda-
tions have not kept pace with
the influx of foreigners to the

city in recent vears. The lack of

space and skyrocketing rents have
earned Beijing the dubious distinc-
tion of being one of the world’s most
expensive cities in terms of value ob-
tained per dollar of rent. Foreign
companies have few choices as to
where to establish ofhces and house
employees. Moreover, many find that
the less-than-desirable accommoda-
tions they end up with eat up a major
chunk of their China operations
budget.

Faced with this acute shortage,
Beijing city ofthcials have responded
with a plan to more than double the
ofhice and residential space available
to foreigners by 1990. Supply of de-
luxe hotels may even begin to exceed
demand by the late 1980s. The build-
ing boom is already changing
Beijing's skvline and will shortly
present new options for companies
planning to establish a presence in
the capital. The lucky ones may soon
move out of hotels altogether and
into new apartments and offices.
Rents, however, won't drop signih-
cantly in the short run, so executives
should carefully weigh their options
and keep the long-term needs of their
particular company in mind. Judi-
cious planning now could save thou-
sands of dollars and headaches later.

THE PROBLEM

Just five vears ago the Beijing for-
eign community was a small enclave
of diplomats and business people
whose activities centered on the
Beijing Hotel and foreign embassies.
But according to an ongoing study by
the Capital Construction Depart-
ment of the Beijing Planning Com-
mission, the city's foreign population
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Andrew Ness

has now swelled to well over 10,000.
This includes some 1,500 business
people, 6,000 diplomatic personnel
and their families (including UN per-
sonnel), 1,000 experts and teachers,
2,000 students, and 300 journalists.
If the family members of all groups
were included, the number of ex-
patriates would reach at least 12,000,

One hundred firms signed up
when China's General Administra-
ton for Industry and Commerce be-
gan to register foreign offices in
Beijing in 1980. That number now
stands at close to 650, an increase of
more than 100 offices each year. In
addition, there are scores of unreg-
istered representatives on temporary
duty and a long list of companies
waiting to be registered. And the
pace of growth may soon speed up
considerably: the Beijing Planning
Commission estimates that the city
will have between 1,200 and 2,000
registered foreign representative of-
hices by 1990.

Trying to keep up with demand

Foreign residents arriving in the
early 1980s quickly occupied most of
the available rooms along Chang'an
Avenue—the city's major east—west
artery and site of many government
ministries. Later arrivals settled in
other strategic spots such as the
Xivuan Hotel in northwest Beijing
near the Erligou Center, where the
Ministry of Foreign Economic Rela-
tions and Trade (MOFERT) holds
business negotiations.

Andrew Ness joined the National Coun-
cil’s Beijing Office on May 1, 1985, as
deputy representative in charge of re-
search. He has spent more than four years
in China doing research, editing, and
translation work. Tracy Elstein contrib-
uted to this article with research in
Beijing.

soon be available for foreign firms

By late 1983, the municipal gov-
ernment was forced to improvise,
opening new space for foreign firms
in formerly Chinese othce buildings,
such as those above the Hepingmen
Beijing Duck Restaurant (offices
only) and the Cultural Palace of the
Natonalities. They also let foreigners
use hotels such as the Xuanwumen,
Guanghua, Retan, and Dadu that had
previously been reserved for use by
Chinese cadres or Hong Kong travel-
ers. These facilities are all generally
at the lower end of the market.

More up-market accommodations
became available with the opening of
the Jianguo Hotel in 1982, the Greai
Wall Hotel in 1983, the Lido Hotel in
1984, and the Jinglun Hotel in 1985,
But not all companies can afford the
rates charged at these hotels: the new
Lido Apartments, in the uppermost
scale of the deluxe range, now rent
for $6.000 a month for a three-bed-
room apartment, while a deluxe
three-room suite at the Sheraton
Great Wall Hotel costs a hefry
$125,000 per year.

The greatest demand is for accom-
modations in the middle of the price,
quality spectrum, rather than these
rooms at the upper and lower ends.
According to the Beijing Planning
Commission, 40 percent of the city's
accommodations are currently con-
sidered up-market, and attention is
now shifting to the need for more
middle-market facilities. To avoid
flooding the city with too much ex-
pensive hotel space, the commission
is taking measures to achieve a future
breakdown of 20 percent up-market,
20 percent down-market, and 60 per-
cent medium-priced establishments.
But for now, most of Beijing's me-
dium-priced facilities are fully rented
and thus unavailable, with the excep-
tion of those in inconvenient
locations.

The China Business Review/July-August 1985



Rmmway rental costs

Once suitable accommodations are
found, runaway rental costs present
the next major problem. Not all ho-
tels provide long-term leases, and
companies often have no choice but
to pay the daily rates. They must also
put up with frequent, unpredictable
rent hikes. The Beijing Hotel has
raised rents three times in each of the
past four years, making all rooms at
least 130 percent more expensive
than in 1981. Rents there have al-
ready risen twice so far this vyear
Overall, rents in Chinese-managed
hotels, relatively cheap four years
ago by international standards, have
steadily inched upward to parallel
prices in Tokyo and Hong Kong, al-
though the service and facilities are
generally far inferior.

Even if a Chinese hotel does pro-
vide a lease, it does not necessarily
guarantee full protection against ar-
bitrary rent hikes. Many Chinese con-
tracts note lhll[ nl;lnagcnu‘nl reserves
the right to raise the rent “on or-
from the Beijing Municipal
Pricing Bureau, which is responsible
for regulating hotel rates. Even if the
contract makes no mention of this,
prospective tenants should discuss
the issue with hotel management, be-
cause the question of whether price
adjustment orders from the munici-
pal government can legally contra-
vene the terms of a contract has not
vet been resolved. A dispute over this
ambiguity reportedly led to a recent
rent strike by foreign tenants at the
Beijing Exhibition Center.

The unpredictability of these price
hikes makes it difficult to plan annual
business costs and stay within a com-
pany's Beijing office budget. The
widespread vulnerability of foreign

ders”

tenants to rent increases makes the
new three-year leases at hxed rates
offered by some of Beijing’s newest
buildings particularly attractive.

THE PROSPECTS

The future looks more hopeful.
Three international joint venture ho-
tels and one large Chinese hotel are
nearing completion. A new office
tower owned by the China Interna-
tional Trust and Investment Cor-
poration (CITIC) is fully rented and
ready for occupancy, and another
should be ready by 1986. Two apart-
ment projects were just finished. a
third is nearing completion, and a
fourth should begin renting units by
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the end of this year. Twenty-seven
other major hotel, office, and apart-
ment projects have been approved,
as have 60 smaller-scale projects, but
they are at widely divergent stages of
completion.

By late 1988, there will be almost
29,500 hotel rooms in the city, com-
pared to the current 16,000. And by
1990, a total of 6,000 apartments
and 3,000 office rooms should also
be available for expatriates in
Beijing, according to the Beijing
Planning Commission. It estimates
that the number of apartments will

Foreign businesses in
Beijing currently face a se-
vere shortage of working
space and exorbitant rents.
But the city will soon provide
a greater choice of residential
and office locations, more
middle-market facilities, and
a range of services now
available only at deluxe
hotels.

still fall approximately 3,000 units
short of the desired number. Never-
theless, the new rooms will still be a
welcome addition.

The role of Chinese and foreign
developers

Foreign investors and developers
are playing a major role in Beijing's
building boom. Ninety percent of the
new projects will involve joint ven-
tures with foreign firms or at least be
partially financed with foreign capi-
tal. At least one-third of the 27 larg-
est projects under consideration will
be coordinated by the Beijing Hotel
Service Company (BHSC), the city's
traditional leader in the hotel indus-
try. Formerly called the Number |
Service Bureau, BHSC administers 12
of the city's older and larger hotels.
Along with the Beijing Municipal
Travel Bureau, BHSC has tradition-
ally been responsible for joint Sino—

foreign hotel projects. BHSC General
Manager Tian Qiong admits that a
massive infusion of foreign capital
will be needed to meet Beijing's am-
bitious building targets on time.

While most of the real estate joint
ventures will break ground to erect
brand new buildings, BHSC will focus
its efforts on adding new wings onto
the hotels it already owns and man-
ages. The goal of BHSC's nine
projects, according to Tian Qiong, is
to upgrade establishments that for-
merly catered to Chinese travelers.

For several of its nine projects,
such as the renovation and expansion
of the Qianmen Hotel, BHSC has
hired a foreign company to construct
new buildings or wings, while BHSC
will renovate the existing facilities.
This may prove to be a wise division
of work. Contrasting the masterful
renovation work at the Minzu Hotel
with the sloppy workmanship at the
new Shanghai Hotel, one long-time
American resident noted, “The Chi-
nese are masters at renovation, but
still novices at construction.”

In fact, the task of expanding
Beijing's hotel and office facilities
has become far too massive to be han-
dled by BHSC and the travel bureau
alone, even with their foreign part-
ners. As a result, many other Chinese
organizations sense a golden oppor-
tunity to earn foreign exchange and
are rushing into the real estate busi-
ness. These organizations are as di-
verse as the Mineral and Metals Tm-
port and Export Co. under MOFERI
(backing the International Trade
Center), CITIC (backing its own
building), the Capital Iron and Steel
Hotel Development Company (back-
ing an as yet unnamed office—resi-
dential-entertainment complex), the
China Council for the Promotion of
International Trade (backing the
Foreign Trade Exhibition Service
Building), and the Bank of China
(backing the Zhongyuan Hotel). Most
of the new entrants to the field are
undertaking just one large project,

Typically, a Chinese organization
initiates a hotel, apartment, or othce
building joint venture by applying to
the Capital Construction Depart-
ment (CCD), under the Beijing Plan-
ning Commission. Approval can be
expected if the location seems appro-
priate and the costs reasonable. CCD
has expressed concern that develop-
ers would rather build deluxe hotels,
to recoup their investment quickly,
than the middle-market facilities in
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Beijing’s Existing and Planned
Hotels, Apartments, and Office Space
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greatest demand. Therefore, CCD
actively discourages new projects

(For details on facilities, see accompanying table.)
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with construction costs in excess of

$1.000 per square meter and instead
urges developers to build hotels in
the $700-3800 price range. Once
approved, the Chinese party—some-
times in conjunction with a foreign
partner, if one has already been cho-
sen—carries out a feasibility study.
But CCD must approve the feasibility
study before the Chinese party can
sign a formal contract with its foreign
partner,

One of the most ambitious and
elaborate projects on the drawing
board is a joint venture between the
M. W. Kellogg Company and the
China National Technical Import
Corporation to be known as Interna-
tional Village. It calls for develop-
ment of a self-contained residential
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community for expatriates in Beijing,
complete with an international
school, supermarket, medical center,
recreation facilities, and its own
power generator. Kellogg is nearly
done with a feasibility study of the
complex and will also help its Chinese
partner with financing, architectural
design, and actual construction. Res-
idents will take occupancy in Septem-
ber 1986, and may find themselves
living in one of modern China's first
planned foreign communities.

New business hubs

The building boom will increase
the number of hubs of foreign activ-
ity in Beijing. The major hub of busi-
ness activity will shift eastward along
Chang’an Avenue from the Beijing
Hotel—which housed
then half the foreign companies in
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BEIJING

the city—to a group of office build-
ings and residential complexes now

under construction or

soon to

be

built in Jianguomenwai, near the
Friendship Store. This group of
buildings already includes the

Jiangguo and Jinglun hotels and the

CITIC building. Tt will eventually ex-
pand to include the Noble Tower, a
Canadian-Chinese joint venture con-
sisting of a deluxe office building and
adjoining hotel; the Changfugong, a

Japanese—Chinese joint venture pro-

viding deluxe othce space for large

Japanese companies; and the Inter-

national Trade Center, a sprawling
complex to be completed in two

phases by 1990,

The Chaoyang District is likely to
emerge as the primary residential
center for Beijing’s expatriate com-
munity. It already houses the city's
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ACCOMMODATIONS IN BEIJING

Foreign
Description Companies
Total size price based in + Rental Terms for Office Space
Facility Investment Rooms (sq. m) (RMB) facility * Construction Schedule/Expansion/Renovation Plans
1. Bamboo Garden CFB 19 Singles:  12-13 60 5 o Lease available; length negotiable; no rooms rented as office space; discounts
Hotel Xinhua Enterprise Doubles: 1718 120 residential negoliable
Suites 30 250
2. Beijing Hotel CFB 900 Singles: 35 154 90+ ® Leases not avarlable; rent paid monthly,
BHSC Doubles: 80 252 * “Honored Guest” 300-room deluxe addition under construction, to open by late
Suites 116 363 1986, Joint venture between BHSC and Fok Yingdong (individual from HK)
3. Beiwe:r Hotel Crs 200 Singles: 16 59 7-8 o Must sign lease, one year; no rent hikes duning duration of lease; no discounts; dou-
BHSC Doubles: 16 59 ble rooms identical to single rooms, except contain extra bed.
Suttes: 34 94 * Plan to construct 20-story hotel next to present hotel through joint venture, poten-
nial partners are Swiss Service Corp. Ltd. and Maruichi Co. (Japan)
4. Capital Airport Hotel  CH8 210 Singles: 12 48 ] o Must sign lease; generally one year; no rent hikes during duration of lease; discount
CAAC Doubles: 14 60 negotiable at time of signing,
Suites: 28 120 * Currently negotiating with various potential foreign partners about possible expan-
sion of facilities
5. Capital Iron and Steel |V between Capital 650 apts. * Complex includes office building, hotel entertainment, cultural center, 1o cover
Development Co. Iron and Steel Devel- 410,000 sq, meters
Residential/Office opment Co. and Bank
Complex** of China Group (HK]
6. Changfugong IV between Beijing 100 apts * [0 be open for occupancy by 1987
Building™ Travel Bureau and CCI 100 offices
Co. (consortium of 500 hotel
|apanese companies) rooms
7. Chaoyang Apartments |V between Beijing 33 apts Suites: 13 ® Suite facilities consist of one-bedroom apariments, each with kitchen and sitting
Agnicultural Adminis- room
tration and Asahi
Trading Co. Lid
{lapan}
8, CITIC Building CrB 105 apts 82 (office) 273 83 ® Must sign lease, three years; no rent hikes during duration of lease; six month’s de-
105 offices 109 (office) posit due at time contract is signed; one year's rent due month before move-in date;
164 (office) 363 must lease office to be eligible 10 lease apartment; utilities charge, 1€ per square me-
ter per day
547
9. Chongwenmen Hotel  CFB 45 Singles: 14 43 2 * Must sign lease; generally one year; management may raise rent during duration of
Bejing Food and Doubles: 14 43 lease; no discounts.
Dnink Service Suites. 0+ B4
Company
10. Cultural Palace of CFB 45 Singles: 25 65-75 55  Must sign lease, one vear maximum; management may raise rent on orders from
Nationalities Office National Minorities Doubles: 25 6575 Beying Pricing Bureau; no deposit; no discount.
Building Commission Suites. 52 180
11. Dadu Hotel Cr8 229 Singles: 15 7 12 o Must sign lease, one year maximum; no rent hikes during duration of lease; one
Beiing government Doubles: 15 70 month's rent required as deposit; no discounts,
Suites. 15 210 * Have sgned contract with foreign company to establish joint venture to construct
addinonal hotel building; expected completion late 1987,
12. Diaoyutai State CF8 o Lease not available; rent only entire buildings with 5-25 apartments for 1-2 month
Guesthouse Ministry of Foreign periods
Affairs * Have entered into joint venture with United Industry Co. (Singapore) 10 build new
200-room hotel on present site by end of 1987
13. Dongzhimen IV between Capital 40 houses Singles: 61 ® 1-3 year leases available. One year's rent required in advance
Complex® Iron and Steel Devel 110 apts. Doubles: 86 * Consists of 38 office space sufficient for 80 compames. Completion expected 1987
opment Co. and Suites 209/263
lardine Matheson (UK)
14, Exhibition Center Cr8 30 apts Suites 40 140 ® Lease not available
Hotel BHSC (90 rooms) * Addition of 250-room hotel underway through joint venture with HK-based Hot Bun
Co.; completion expected late 1986
15. Foreign Experts CF8 200 apts
Apartments®
16. Fnendship Hotel CFB 1000 Singles:  20.89 47 o Must sign lease; three years maximum; management may raise rent on orders from
BHSC Doubles: 31 94 Bejing Pricing Bureau; na deposit or advance; 5% discount for longer leases.
Suites 51.5 125
17. Guanghua Hotel CFB 80 Singles: 24 50 none ® Leases not available
Beijing Foreign Affairs Doubles: 24 50
Office Suites 40 60
18. Guangming IV between Beijing 136 units * Units are mainly apartments, but some offices available
Apartments® Agnculture Adminis-
tration and Toko Shoj
(lapan)
Key

*Under construction

**Approved but construction not yet begun

+ Indicates better rooms

Listings are for existing facilities, approved projects, or those whose approvals are imminent. All rates in RMB (foreign exchange certificates). Prices
accurate as of 6/25/85, based on daily rate. Hotels not offering leases usually charge daily rate and bill by the month. Actual size of rooms within sin-
gle, double, and suite categories may differ. In such cases, prices are representative and reflect cost of average-sized facility within the category.

CFB

v joint venture

Chinese financed and built

BHSC Beijing Hotel Service Company
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Foreign

Description Companies
Total size price based in » Rental Terms for Office Space

Facility Investment Rooms (sq. m) (RMB) facility * Construction Schedule/Expansion/Renovation Plans

19. Hellongguan Hotel CFB 175 none
Beijing Farm
Admimstration

0. Hepingmen CFB 26 Doubles: 30 75/90. 10 o Must sign lease, two year maximum; no rent hikes during duration of lease; variable

(Beyjing Duck Restaurant Sutes 100 250/300. discount offered depending on size and quality of office space; must pay FESCO 1%

Otfice Building) commission

21. Huadu Hotel CFB 522 Singles 17 85 5 o Must sign lease; siv months minimum, two yedrs maximum
Being Travel Bureau Doubles: 17 85

Suites 7 180

21 Huatal Apartments™ |V between 126 Doubles: 85 242 * Construction to begin within sie months, expected completion early 1987; “double
Nanmotang Agncul Suites 95 270 room’’ consists of 1-bedroom apartment with sitting room and kitchen; “'suite” 1s 2-
ture Commerce Corp. bedroom apartment with sitting room and kitchen
and Huala Corp
{Thailand)

23 IBM Apartment |V between Beijing 100 single * Construction of 100 prefabricated, landscaped single family villas with

Complex Farm Administration tamily villas sportsgrounds and entertainment facilities 1s expected ta begin before the end of
(providing land only) 1985, and be completed by the end of 1986
and IBM Corp. (US)

24, International Club CFB 10+ Singles: 212 106 12 o Must sign lease, one year maximum; rent subject to review every six months

Sutes: 104 532

25. International IV between Ministry of

Cultural Exchange Culture and Far East

Center** Hatel Devel. Corp.

(HK) and King Tai
Carp. Ltd. (HK)

26. International IV between Beying * Feasibility study now in progress, considenng vanous foreign partners,

Overseas Chinese Overseas Chinese Af-

Service Center*® fairs Office and for-
eign partner.

27. International Trade 1V between MOFERT * To be completed in two phases by 1990

Center™ and Singapore partner

28. International Hotel'  CFB * Construction more than half complete,

29 International Village [V between MW, Kel- * Will consist of 150 single-family houses, B0 townhouses, and 250 apartments, To be
logg Co. and the completed by Sept. 1986
China National Tech-
mical Import Corp

30. hanguo Hotel |V between Beijing 453 Doubles: 15 180 i3 o Must sign lease, one year maximum; rent subject 1o review every six months,
Travel Bureau and Sutes. 70 460
Zhengmei Develop-
ment Co. (HK)

31. Jinglun Hotel |V between Beijing 608 Singles 35 166 41 & Must sign lease, two years maximum; management may raise rent on orders from
Municipal Travel Bu- Doubles; 35 178 Beying Pricing Bureau; rent includes 10% service charge and 5% municipal tax; ne-
reau and foreign part Suites: 7 156 gotiable discount for long-term tenants
ner. Managed by Ja-
pan Airlines

32. Kunlun Hotel* IV between China In- 1005
ternational Travel Ser-
vice and San Lek Ship-
ping Co. (HK)

33. Liangmahe Tounst |V between Beijing 400 apts.

Center™ Travel Bureau and Yan
Kong Enterpnises (HK)

34. Lido Hotel IV between CITS and 500 Singles: 2 140 4 ® Must sign lease, long leases available: rent subject 1o review every siw months; add
Yick Wok 11d. Co Doubles: 26 150 10-15% service charge starting September 1985; 1otal rent for half duration of lease
(HK} Sutes. 54 360 required as deposit; 10% discount for leases over six months.

* 48 deluxe 3-bedroom apartments recently added 10 existing 24-room complex; 1, 2
bedroom studio apartments will be added by mid-August: 2 and 3 bedroom apart-
ments will be added by late 1986

35. Maizhonggiao CFB 200 apts.

Apartments®

36. Minzu Hotel CFB 615 Singles: 24 120 80+ ® Leases not available
BHSC Doubles: 50 265

Suites: 90 430

37. New World IV between FESCO 135 apts. One-bed- 257

Apartments® (Berjing) Far East Hotel room, two
Development Co. (HK) room
and King Tat Corp apartment
Ltd. (HK) Three-room 342

apariment
Twobed- 399
room apart-
ment with

lour rooms

38. Noble Tower** |V between Science Singles:  63.6 m * All oftices; singles, doubles, suites represent small, medium, and large offices, Small
and Technology Ex- Doubles: 794 b4 units can be combined for more space. To be completed by December 1986,
change Center and Suites: 85.6 285
Noble Chong
(Canada)

39. Overseas Chinese CFB 186 Singles: 15 66 none s Leases not available

Mansion Overseas Chinese Af- Doubles: 15 66
fairs Office Suites: 10 115

Table prepared by Andrew Ness with Tracy Elstein in Beijing and Molly E. Wyman in Washington, D.C.
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Foreign

Description Companies
Total size price based in # Rental Terms for Office Space
Facilitys Investment Rooms (sq. m) (RMB)  facility * Construction Schedule/Expansion/Renovation Plans
40. Overseas Chinese CFB 167 Singles: 12 55 none ® Leases not available,
Hotel State Council's Over- Doubles: 14 65
seas Chinese Atfairs Suites: 24 100
Office
41. Peace Hotel CFB 114 Singles. 30 88 10+ ® Leases available; length negotiable; management may raise rent during duration of
BHSC and Everbright Doubles: 30 88 lease
Corp. (HK) Suites: 338 132 * Will add 300-room hotel on present site; completion expected late 1987,
42. Qianmen Hotel CFB 450 Singles: 30 b6 30+ ® Must sign lease, one year maximum; no rent hikes during duration of lease; no dis-
BHSC and Sun Hung Doubles: 30 66 counts; no deposit required.
Kai Ltd. (HK) Suites: 65 132 * Have signed contract with Pakistan company to form joint venture 1o add new wing;
most of old building under renovation; expected completion October 1985.
43. Qiaoyuan Hotel CFB 200 Singles:  15-17 12 none * No lease available,
Doubles: 15-17 12
44, Retan CFB 100 Singles: 13 80 5 ® Must sign lease, one year maximum; no rent hikes during duration of lease; no
National Labor Doubles: 13 80 discounts
Federation Suites: 40-50 250
45. Shangn-La Hotel* IV between Evergreen
Commune and Shan-
gri-La Hotel Group
Ltd. (HK)
46. Sheraton Great Wall |V between CITSand 1007 Singles: 15 20 10 * Must sign lease, one year maximum; no rent hikes during duration of lease; no de-
Hotel Sheraton (US) Doubles: 30 280 posit required; 10% service charge added to monthly bill; discount negotiable
Suites: 50 400
47. Taoranting Park CFB 27 none
Hotel Beijing Forestry
Bureau
48. Tiantan Sportsmen CFB 108 Singles: 10 6 none * Leases not available; no long-term residents accepted.
Inn National Athletic Doubles: 10+ 55 * Construction of a second facility, the “Sportsmen’s Guest House,” planned for an-
Commission Suites: 30 82 other site by National Athletic Commission. Already approved, but construction
timetable not set.
49. Tianshoushan Hotel  CFB 300 Singles:  16-18 65-75 2
Beijing Farm Doubles:  16-18 65-75
Administration Suites. 30 130-140
50. Wanshou Hotel CFB 300 Singles: 1618 65-75 2 ® Must sign lease, one year maximum; management may raise rent dunng duration of
CCP Central Commit- Doubles:  16-18 65:75 lease; some discounts given,
tee Liaison Office Sutes: 30 130-140
51. Wanquanhe IV between Haidian 200
Apartments Commune (providing
land), Sanwa Bank (Ja-
pan) and Nissho lwai
Corp. (Japan)
52. Wolosi Hotel CFB
Beijing Forestry
Bureau
53. Xingiao Hotel CFB 300 Singles: 24 72 90 = Leases not available.
BHSC and Luen Hop Doubles: 42 140
Construction Co. (HK) Suites; 120 250
54. Xiangshan Hotel CFB 290 Singles: 36 170 10+ * Must sign lease, two years maximum; management may raise rent during duration of
BHSC Doubles: 72 290 lease on orders from Beipng Pncing Bureau; 5% of one year's rent required as de-
Suites. 237 880 posit; discount offered depending on length of lease.
55. Xiyuan Hotel (new CFB 709 Singles: 28 165 50+ ® Must sign lease, one year maximum; no rent hikes dunng duration of lease; vanable
wing) BHSC Doubles: 28 165 discounts offered on all leases, amount depends on size and quality of rooms; de-
Suites: 39 275 posit required only if reserving far in advance
* Contract signed with Singapore-based company to form joint venture 10 add new
complex to present site; will include 420-room office buildings hotel rooms and
apartments; expected completion late 1988
56. Xiyuan Hotel (old CFB 343 Singles: 157 53 80+ * Must sign lease, two years maximum; rent subject to review every six months; no de-
wing) BHSC Doubles: 24 ) posit or advance required: discount available; amount negotiable
Suites 56.83 130
57. Xuanwumen Hotel CFB 224 Singles: 18 29 7 ® Must sign lease, one year maximum; no rent hikes dunng duration of lease; no de-
Beijing Food and Doubles: 18 47 posit or advance required; no discounts.
Drink Service Suites: 36 99 * Currently seeking foreign partner to form joint venture to add 350-room, “middle-
Company market” hotel on present site.
58. Yanshan Hotel CFB 20+ Singles: 15 65 2 * Have entered into joint venture with HK company to add 40-apartment complex
Fuerl Company Doubles: 15 65 (300 rooms total). Construction not yet begun.
(Beijing) Suites: 36 130
59. Yanjing CFB 507 Singles: 14 80 19
BHSC Doubles; 14 80
Suites: 28 154
60. Yanwang Hotel CFB 360 Singles: 20 150 30-40
Beijing Municipal Doubles: 20 150
Travel Bureau Suites: 50 280
61. Yuandong Hotel CFB none o Currently occupied by Xiaoxiao Qiche Company
Beijing Municipal * Eaisting hotel building to be razed and new hotel erected on site
Covernment
62. Zivu Hotel* CFB
Yu Yuan Tan
Commune
63. Zhaolong Hotel* |V between CITS and 267

Worldwide Shipping
Co. (HK}
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diplomatic quarter and most offices
and residences of Beijing’s foreign
Journalists. The Chaoyang District is
also home to more than half of the
purely residential complexes for for-
eigners going up in the city, many in a
loosely knit circle of development
projects surrounding the Sheraton
Great Wall Hotel. The partially con-
structed Kunlun and Zhaolong ho-
tels, to the north and south, and the
older, Chinese-managed Huadu Ho-
tel will round out this residential hub,
which is less than 10 minutes by car
from Jianguomenwai—where many
of its residents will work.

A third hub, in the city's Western
District, may emerge to challenge the
preeminence of the Chaoyang Dis-
trict by the late 1980s. Relatively far
from the other two, its current base is
the Xiyuan Hotel, which will be ex-
panded by the end of 1988. Eventu-
ally, its focus of activity will probably
shift eastward to the Capital Iron and
Steel Development Company’s mam-
moth planned office/residential /ho-
tel/entertainment complex.

A growing range of alternatives
for companies of all sizes

In short, Beijing will soon provide
a greater choice of residential and of-
fice locations, more middle-market
facilities, and a range of services now
available only at deluxe hotels. A
common feature of the large new

complexes rising in Beijing is their
aim to create comfortable living
space for long-term foreign residents
in Beijing, roomy enough for family
members, equipped with cooking fa-
cilities, and convenient to places of
work. Many will also be close to
sports, entertainment, shopping, and
Western dining facilities, which are
still sorely lacking in Beijing.

A greater understanding of the
needs of the business community is

already leading to a wider range of

business services in newer facilities.
These include better telecommunica-
tions facilities, direct telephone and
telex lines in each office, and some-
times even computer terminals and
telefax facilities.

Companies with an established,
long-term commitment to their
China operations are likely to be at-
tracted by the greater space, longer
leases, and fixed rents offered at the
new office towers and residential
complexes. Many companies will
gladly trade the offices they have jeal-
ously clung to in the Beijing, Xinqiao,
and Jianguo hotels for these newer
office and apartment buildings.

Yet renting space in newer build-
ings will not suit every US company
setting up shop in Beijing. Some will
just be groping for a foothold in the
China market and will not be ready to
commit to a long-term lease. Others
will not yet have registered their

T
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The lobby of the Jianguo Hotel, a building based on the design of the Palo Al!o,

California, Holiday Inn.
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joint venture hotels.

Beijing offices—a prerequisite to
renting office space—or not need
the 60 or more square meters gener-
ally provided in the newer buildings.
Many companies in this category may
find they have more options as larger
companies begin to move out of ho-
tels into regular offices, creating va-
cancies for smaller companies or
those that prefer short-term
arrangements.

For companies staying in hotels,
the major choice will still be between
Chinese-managed hotels and the
more international Sino-foreign
The joint ven-
ture hotels offer many benefits, but
at rates usually 20 to 100 percent
higher than their Chinese-managed
counterparts. Their advantages in-
clude more efficient and less intru-
sive service, English-speaking switch-
board operators, rooms that can be
reserved from overseas (a service that
none of the Chinese hotels currently
offers), bars and restaurants more
suitable for entertaining clients, and
more tastefully decorated premises.
Perhaps most important, their leases
generally guarantee a fixed rent or
limit the management to one price
adjustment per year.

Many foreign business represen-
tatives, frustrated by indifferent ser-
vice and arbitrary rent hikes at Chi-
nese hotels, will gladly vacate them as
space becomes available in the joint
venture facilities, Chinese hotel man-
agers, for their part, may be just as
happy to fll these rooms with afflu-
ent foreign tour groups that spend
more freely in the gift shop. “The
Beijing Hotel was never intended to
serve as an office building,” com-
ments Tian Qiong.

Some companies are mixing and
matching their needs. One option is
to house the company manager in an
international hotel while putting the
rest of the staff in less expensive ho-
tels and subsidizing the cost of their
transportation to and from work.

Other companies with large and
growing expatriate staffs are explor-
ing the possibility of erecting their
own condominium-style apartment
complexes to lodge all their foreign
personnel. IBM Corporation, whose
experience aptly illustrates the need
for such a solution, is among the first
to try this. Currently IBM rents more
than 60 rooms for offices in the Sher-
aton Great Wall Hotel at the highest
prices in the city, and houses staff at
eight other hotels throughout the
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city. Thus their decision to build 100

single-family villas on the outskirts of

Beijing, which should be ready for
occupancy by the end of 1986, is an
essential move for the company and
may represent the wave of the future
for all US companies maintaining a
sizable presence in Beijing.

Issues to consider

Companies considering establish-
ing a presence in Beijing should not
rush into anything. It is best to house
a potential representative in a hotel
for a few weeks to investigate all the
alternatives hefore making a decision
that will influence the company’s
China operations budget for vears.

In deciding which of the new hous-
ing and office options is best for yvour
company, keep in mind the following
basic considerations:

Atmosphere will vary widely from
joint venture hotels to Chinese hotels
to new ofhce and apartument com-
plexes, influencing the image your
company will project to clients and
contacts. One consideration for ser-
vice organizations, such as foreign
banks, will be the fact that their of-
fices should not compare unfavor-
ably with the accommodations that

their foreign clients will be staying in.
Attractive leases are an important
consideration. Only Sino-foreign

joint venture ofhce buildings, and

perhaps future apartment com-
plexes, are sure to offer long-term
leases. The situation will continue to
vary widely among the city's hotels.
The lessee should investigate care-
fully—not all long-term leases offer
iron-clad protection against price
hikes ordered by the Beijing Price
Bureau.

Location and transportation are
crucial for companies, especially
those that do not have a car and full-
time driver. Is the office close 1o the
company’s major locus of activity?
How far away are important orga-
nizations or customers: Are taxis
available? Not all hotels and ofhice
buildings in Beijing have taxi stands,
and taxi service at the lower-priced
Chinese hotels can be sporadic and
undependable.

Communications facilities are of-
ten a major problem in older facili-
ties. At least one direct office phone
is advisable in China, because it may
be difficult 1o get through to hotel
switchboards. If phones are not
hooked up, how long will it take to

get them? Telephones can only be ob-
tained by applying to the Ministry of
Posts and Telecommunications. Even
after obtaining approval, there may
be a wait of up to a year for a phone
number to become available. Thus,
the availability of telephone lines
should be determined before signing
a lease.

Office renovation, and the hotel
management’s attitude toward it,
may be important to some compa-
nies. Generally tenants will be al-
lowed to customize their office space,
but it is wise to signal your intentions
to do so before making a final deci-
sion, in case it proves to be a prob-
lem. Had all foreign companies
adopted this approach, many heated
disputes could have been avoided.

Although there will be more apart-
ments, offices, and hotel rooms avail-
able 10 foreign companies in each of
the next few years, the selection pro-
cess will remain fraught with pitfalls,
and prices will remain high. Careful
evaluation of all the alternatives and
a clear understanding of company
goals in establishing a presence in
Beijing are important before making
a final decision in this rapidly chang-

ing market. 5%
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Guide to China
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The Insider’s Guide
to Doing Business

in China

“Arms business travelers with the vital tools needed to prepare for and
survive China's complex, but not necessarily inscrutable bureaucracy.”
—China Trade News
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Real Estate Frontiers

One company’s attempt to break new ground

ittle 1s known in the United

States about developing

real estate in China, primar-

ily because not much has
been done there by foreign concerns.
Until recently, the climate for real es-
tate development was less than at-
tractive for foreign investors. Many
pl‘nl)lems must still be resolved be-
fore companies feel comfortable en-
tering the market. But recent
changes have improved developers’
prospects considerably, as any head
count of the number of foreign real
estate companies active in China will
reveal. The opening of many new cit-
ies to foreign investment, greater au-
thority for local officials in invest-
ment decisions, and new legislation
all help to make the real estate mar-
ket in China more attractive.

Part of the difficulty of real estate
development in China is the extreme
difference in the Western and Chi-
nese approaches to the industry. In
the United States real estate has be-
come a separate, specialized industry
with its own institutions and legal
structure. Many American attorneys
devote themselves entirely to real es-
tate law. In China, however, there is
no separate industry, and conse-
quently no separate legal structure.

If real estate developers find China
hard to understand, their Chinese
counterparts find them equally mys-
terious. The Chinese have little ex-
perience with Western real estate
principles such as asset appreciation,
tax benefits, leveraging, mortgaging
of assets, and most important, the
idea of risk taking. Western develop-
ers are usually free-wheeling entre-
preneurs who will take big risks in
order to enjoy substantial returns.
But this concept represents un-
charted water in modern China.

This mutual lack of understanding
requires a great deal of education on
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A. J. Robinson

both sides. Fortunately, China's new
investment climate provides numer-
ous opportunities for foreign firms
to introduce Western concepts in
real estate development, and learn
more about the operating environ-
ment in China.

Another problem is that the usual
financial incentives for real estate
Win

development are largely abs
China. At home, Western developers
can construct buildings and com-
plexes with the idea of maintaining

ownership and taking advantage of

the eventual capital appreciation. At
the same time they may enjoy sub-
stantial tax benefits. But such incen-
tives are lacking in China. As a result,
real estate development there is
based on the ability to invest money
and receive a fair return over a rela-
tively short period of time. In order
to justify the investment of private or
public foreign capital (debt or equity)
in Chinese real estate, the investor
has to believe that 10 to 30 years
from now the country will still be
committed to its modernization
l)l‘( )g]'iln!.

Finally, even the developer with
faith in the future and an under-
standing of the operating conditions
in China may face a purely practical
obstacle—namely, difficulty in find-
ing an appropriate building site. This
is particularly true in big cities where
space is at a premium and the short-
age of housing most severe. In the
United States, developers can make
arrangements for people to relocate.
But in China there is no free trade in
land, and few areas available for
relocation.

Despite these problems, foreign
developers willing to take the risks

A. J. Robinson is director of interna-
tional development for Portman Proper-
ties, based in Atlanta.

inherent in exploring new territory
will find opportunities in China. The
country’s urban needs are substan-
tial. Hotels, offices, and housing for
both foreigners and local residents
are in great demand, and the neces-
sary capital and infrastructure to
complete urban projects are often
lacking. Some markets that Western
developers are accustomed to, such
as single-family homes, will be less at-
tractive. But others, such as offices,
hotels, apartments, retail centers,
and shopping complexes, offer tre-
mendous opportunity, especially
since China is looking to the West to
provide the capital for such projects.
But the key issue for a foreign devel-
oper will be negotiating a fair return
on investment.

Shanghai Centre: real estate
milestone

John Portman Associates, Inc. of
Atlanta, Georgia, has been working
on real estate development in China
since 1979. With a background in
building multi-use urban projects,
the company’s strengths are readily
transferable to China. Currently,
Portman is undertaking a large-scale
multipurpose complex in Shanghai
called Shanghai Centre. The com-
pany began by doing architectural
work on this project, but now acts as
owner, developer, and operator for
the Shanghai Centre.

Financing will come from Hong
Km]g—h;lsed CCIC, a joint venture
merchant bank linking the Bank of
China, the First National Bank of
Chicago, the Industrial Bank of Ja-
pan, and China Resources Ltd. The
Shanghai Exhibition Center Group
has been Portman’s Shanghai coun-
terpart in the negotiating process,
The Shanghai Investment and Trust
Corporation has also been a strong
backer of the project since its
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inception.

Choosing a site in Shanghai is no
different than in any other city—
there are three things to keep in
mind: location, location, and loca-
tion. Shanghai Centre will be located
in the heart of the city, directly across
from the Shanghai Exhibition Cen-
ter. This site allows convenient access
to the city’s major traffic arteries, air-
port, main business and government
offices, and shopping and residential
areas on Nanjing Road. In addition,
the site is close to a station on the
proposed rapid transit system, and to
the city’s railroad station. The choice
of Shanghai itself was part of the
overall strategy. Portman sees Shang-
hai as China’s most vital city—a bus-
tling metropolis that could eventually
become China’'s gateway to the West,
much as it was prior to 1949.

Shanghai Centre is designed to
complement the Shanghai Exhibition
Center, and to respond to market de-
mands for exhibition, office, apart-
ment, and hotel facilites. It should
also stimulate new international ac-
tivities in Shanghai. When it opens in
the spring of 1988, the complex will
contain a 700-room hotel complete
with ballroom, meeting rooms, res-
taurants, a business center, and rec-
reational facilities; over 250,000
square feet of office space (designed
for small- and medium-sized business
offices and/or showrooms); 50,000
square feet of retail space; a modern
1,000-seat theater; 70,000 square
feet of exhibition facilities; and park-
ing for 350 cars. The complex will
also feature two towers containing
furnished apartments, each with
kitchen facilities. Multiyear leases will
be available.

With a foreign investment of more
than $100 million, Shanghai Centre
represents a number of milestones
for real estate development in Shang-
hai. For example, it is the city’s first
multipurpose real estate project, the
first exhibition facility to be built in
Shanghai since the Shanghai Exhi-
bition Center in the early 1950s, and
one of the first projects announced
under the new provisions for the 14
coastal cities.

Shanghai Centre will also be
among the first 100 percent foreign-
owned ventures in Shanghai. This ap-
proach to real estate development,
made possible by new coastal cities
regulations, was chosen by Portman
for the relative freedom of opera-
tions it would allow.
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Portman is the prime developer,
but they have taken on a Japanese
partner, Kajima Corporation, one of
the largest construction companies
in the world. Kajima will be responsi-
ble for the overall construction of the
project, although much of the work
will be done by Chinese contractors.

The architectural work will also in-
volve three parties. Portman Asso-
ciates will be the prime contractor,
but architects from Kajima Corpora-
tion and the Shanghai Industrial
Building and Design Institute will
also play a critical role in most phases
of the architectural and engineering
work. It is hoped that participation
by all three parties will not only cre-
ate a more cohesive working unit, but
also help ensure that the work is com-
pleted on time, and quality standards
maintained. When the project is com-
pleted, Portman and Kajima will
share ownership of the center.

Success in any major project in
China depends on building relation-
ships of trust and confidence, and
maintaining credibility with the Chi-
nese partners. To foster good rela-
tions with Shanghai, Portman hosted
a series of city officials and industry
experts in the United States. This en-
abled Shanghai officials to witness

the company’s operations and facili-
ties firsthand, and to see how
Portman’s architecture and develop-
ment concepts could be transferred
to Shanghai. This also gave Portman
the opportunity to work on a day-to-
day basis with Shanghai counterparts
in order to understand the city’s
needs and customs, as well as the
manner in which the Chinese con-
duct business.

Real estate development in China
can be frustrating. Easy solutions to
the remaining problems will not ap-
pear until the base of mutual knowl-
edge and experience expands in the
coming years. Nevertheless, while
many foreigners are quick to criticize
the length of negotiations and the
time it takes to conduct business, it is
also important to realize just how far
China has come in the last decade.
Four years ago, for example, my
work with the Beijing No. 1 Con-
struction Company made it clear that
China had almost no concept of
Western real estate development. Yet
now Portman has been able to nego-
tiate the ambitious Shanghai Centre
project, and will begin construction
soon. In the process, Portman will
break much new ground in China's

e

real estate market. 7
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The Shanghai Centre will have a 700-room hotel, 250,000 sq ft of office space, and other
facilities when it opens in 1988.
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China Heads Toward 2000

The World Bank looks at long-range options for the Chinese economy

China and the World Bank have come
a long way together in the past five years.
World Bank lending to China com-
menced in fiscal year 1981, reaching
$200 million that year. China now bor-
rows more than a billion dollars a year,
and has become the thivd largest recipient
of World Bank financing, after India
and Brazil. The bank also carries out
wide-ranging economic work and a large
technical assistance and training pro-
gram. In October the World Bank will
open a resident office in Beijing to help
implement these expanding programs.

Another measure of progress in the
relationship is the recent completion of a
second major World Bank report on Chi-
na's economy. Titled China: Long
Term Issues and Options, this seven-
volume study provides a broad context
for bank activities. Unlike the bank’s first
comprehensive study of China in 1981,
which dealt with immediate economic is-
sues, the new report asks: What are Chi-
na's meajor ‘bnl'ir‘_\‘ u[:.'."rm.ﬁ between now
and the year 2000, and how can the
country deal with the problems it will
face along the way?

Sent to the governments of member
countries in fune, the report is expected
to be released for public distribution this
fall. Caio Koch-Weser, chief of the China
Division, and Edwin R. Lim, chief of the
Resident Mission in China, talked with
The China Business Review about the
new report and its implications for
World Bank programs. A summary of
their views follows.

Setting economic largets

China’s leadership has frequently
proclaimed its goal of quadrupling
the gross value of agricultural and in-
dustrial output (GVAIO) between
1980 and 2000. But is GVAIO neces-
sarily the best indicator for China to
use in measuring its economic
progress? The World Bank thinks
not, and alternative ways of measur-
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ing growth form a central theme of

the new bank report. Strict quantita-
tive goals reflect a traditional Soviet-
style strategy that concentrates re-
sources on industrial production.
The bank suggests that China instead
place more emphasis on consump-
tion-oriented goals, such as the one
articulated by Deng Xiaoping when

he set a per capita income level of

$800 as a national target for the year
2000.

One option China may want to
pursue would be an increased em-
phasis on developing the service sec-
tor, broadly defined 1o include trans-
portation and infrastructure as well
as personal and financial services.
Chinese planners have already begun
to move in this direction. In some
large cities, notably Shanghai and
Wuhan, expansion of the service sec-
tor is already a high priority. By com-
paring China to other nations that

have passed through similar stages of

development, the bank concludes
that excellent prospects exist for in-
creasing the share ol services in Chi-
na's economy. The bank recom-
mends that China drop GVAIO as an
economic indicator and switch to a
national accounting system that mea-
sures net, rather than gross output
and includes the value of both goods
and services produced in the
economy.

New institutions to guide reform

Any in-depth look at China’s econ-
omy cannot ignore the fact that it is
undergoing extensive reform and ex-
perimentation. In addition to sug-
gesting structural changes, the new
World Bank report makes some gen-
eral recommendations for future re-
form of China’s economic system.

First, the bank urges China to
tackle a problem familiar to those do-
ing business there—the lack of co-

ordination among economic institu-
tions. Such coordination is essential
to achieve greater mobility of eco-
nomic resources such as labor and
capital, and to ensure that closely re-
lated reforms—such as reform of the
wage system and the pricing sys-
tem—reinforce each other.

China may also need new institu-
tions and instruments of manage-
ment to exercise mdirect control
aver the economy, in contrast to the
direct administrative measures being
used now. For instance, the govern-
ment can rely more on credit, and
monetary and fiscal policies, to guide
the changing composition of demand
and to help enterprise reforms
progress smoothly. As enterprises
gain more control over short-term
production goals and resource allo-
cation, the government will be able to
focus more on all-important me-
dium-term plans and policies.

Finally, China may want to create
new institutions to safeguard the so-
cial achievements of the past. As is-
sues such as poverty alleviation and
public health and education are in-
creasingly left to local control, they
may not receive the priority they
once had at the national level. Thus,
innovative social policies and institu-
tions mav become necessary.

Although these recommendations
seem to advocate greater central
management at a time when China is
heading in the opposite direction,
the bank believes they go hand-in-
hand with decentralization. Eco-
nomic reform can and should encom-
pass both concepts. By strengthening
indirect control over key aspects of
the economy—oprices, wages, mone-
tary and fiscal policy—the devolu-
tion of other powers to individual en-
terprises can take place more
effectively. An example of what can
happen without this coordination oc-
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curred late last year, when banks
gained more decision-making au-
thority before a clear set of monetary
regulations was in place. The result:
banks undertook an uncontrolled,
rapid expansion of credit that had to
be contained with new administrative
guidelines for bank lending in 1985.

Sectoral lending priorities

The bank report also discusses
sectoral problems. World Bank offi-
cials and China’s economic planners
have both focused on energy and
transportation as critical bottlenecks
facing the economy in the coming
years. The new World Bank report
reiterates a central theme of the
1981 China report: energy will con-
tinue to be a major constraint on eco-
nomic growth for some time. The en-
ergy gains China recorded in the
early 1980s can in part be attributed
to strict conservation measures. Al-
though these measures provided
short-term relief, future gains will be
more difficult to achieve.

The World Bank’s lending prior-
ities reflect this concern. Energy has
been, and may well continue to be,
the bank’s largest single area of lend-
ing to China. To date the bank has
lent mainly for large hydropower and
thermal power projects. Its future
loans are likely to target broader
sectoral issues including regional
grid planning and tariffs. Petroleum,
natural gas, and coal are also ex-
pected to receive more funding.

Transportation is another high pri-
ority. The bank expects to lend more
for road and highway construction.
At present China lacks both funding
for road development and coordina-
tion among regional highway au-
thorities. The bank also hopes to be
involved in port development, inland
waterways, and improving the links
between different modes of
transport.

The concern expressed in the bank
report over safeguarding social
achievements means loans for educa-
tion will remain a high priority. The
bank would like to lend money for
projects that maintain the quality of
primary education, expand and im-
prove vocational training, and con-
tinue the bank’s present involvement
in higher technical education.

Agriculture and industry will con-
tinue to receive World Bank funds,
but China’s own credit institutions
will gradually become more directly
involved in lending. The bank ex-
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THE-GARDEN-HOTEL-GUANGZHOU

There’s a new centre

for business at the gateway
to Southern China.

The Garden Hotel,
Guangzhou (Canton).

Now open for business,
The Garden Hotel is
China’s largest inter-
national hotel and office
complex.

The Garden Hotel
will have over 1,100
luxurious rooms and

suites, as well as 15 superb bars and restau-
rants. It will boast a fully equipped busi-
ness centre and convention facilities for up
to 1,400 delegates, plus a swimming pool,
health club, tennis and squash courts.

The Garden Hotel is managed by The
Peninsula Group. With a hundred year
heritage of dedicated service to business
and pleasure travellers to the

Orient, we know how to make Y
your trip live up to all your VAEY:
expectations. The Garden Hosel

The Peninsula Group
Fidflling the promise of the Orient

Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service,

SRS (Steigenberger).

The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing

and Guangzhou.

GHG-CBR(C5)
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Prepared by A. Kelly Ho.

Fiscal Year 1985

ber countries).

WORLD BANK AND IFC LOANS TO CHINA

Approximately $1.1 billion in loans were approved for China in fiscal year 1985 (July 1, 1984 through

June 30, 1985), consisting of the following mix:

International Development Association (IDA): $449 million (interest-free);

International Bank for Reconstruction and Development (IBRD): $660 million (with interest);

International Finance Corporation (IFC): $17.02 million (The IFC is an affiliate of the World Bank that
assists the development of private and joint private/government-owned companies in IFC mem-

Note: for list of earlier World Bank loans to China, see The China Business Review Jan-Feb 1984,

Loan
Amount

Project/Total Cost ($ mil) ($ mil)  Project Description

Agricultural 25 Construction and renovation of 15 research centers and
Research 11/69 IDA 10 agrotechnical extension stations for agriculture, ani-

mal husbandry, forestry, water conservancy, meteorol-
ogy, and water products.

University 148 First phase of 10-year program to increase technical and
Development IDA managerial manpower at 35 universities and colleges in
Program 11/1,162 economics/finance and postgraduate education.

Power Project 117 Construction of 500-kv transmission line from Xuzhou to
11/282.8 IBRD _ Shanghai; installation of five substations.

Coal | 126 Construction of an underground, long-wall mine that will
(Changcun)/357 IBRD  increase coal production by 4.5 mil. tpy by early 1990s;

technology transfer and improved management tech-
niques. Co-financing from West Germany ($1.9 mil),
UNDP ($.04 mil.)
Rural Water 82 Construction of water supply facilities in Liaoning,
Supply/210.2 IDA Shaanxi, Sichuan, Zhejiang, and Beijing. Co-financing
from West Germany ($1.5 mil.) and World Food Program
($10.5 mil.).
Seeds Project/86.8 42 Modernize facilities and increase production of high
IDA  quality seeds at 18 seed production, processing, and dis-
tribution centers; strengthen operations of Nat'l Seed
Corporation,
Highways 1/176.6 4.3 Construction and improvement of national roads totaling
IBRD 230 km. Construction and improvement of 59 rural road
30 sections in six provinces totaling 1,400 km.
IDA
Railways 11/569.1 235 Upgrading and electrification of Zhengzhou-Wuhan line
IBRD (547 km) and 72 km feeder line to Pingshan mines; in-
crease production at Changchun passenger coach factory
to 1,500 coaches/year.

Chemical 97 Increase fertilizer production and modernize five chemi-
Fertilizer/173.8 IBRD  cal fertilizer companies to increase energy efficiency.

Forestry 47.3  Development of forest resources, acceleration of affor-
Development/135.8 IDA estation, improved management and exploitation of ex-

isting forests in Guangdong, Heilongjiang, and Sichuan,

Anhui Rural 75 Increase agricultural output by developing water re-
Development/264 IDA sources, and improving flood control, rural infrastruc-

15 ture, and support services in Pishihang and Chaohu.
IBRD

Weiyuan Natural 25 Technical assistance for diagnostic study and rehabilita-
Gas/30 IBRD  tion program to maximize gas recovery.

Guangzhou Peugeot 15 Finance to assist French-Chinese joint venture that will
Automobile Company/79.5 loan  manufacture 15,000 one metric tonne pick-up trucks/

2.02  year and after three years, will manufacture 50,000 vehi-
equity  cles/yr. This is the first IFC-funded project in China.

Proposed Projects for Fiscal Year 1986

Provincial University Devel.

Upgrade teaching at provincial universities.

Highways Il Construction of Beijing-Tanggu expressway.
Ports 11l Expansion and modernization of Tianjin Port, including

two new piers, sea wall, and railway spur.

Railways 111

Electrification of railway lines: Chonggqing-Guiyang and
Yichang-Xiamen.

Rural Credit Il

Grant to Agricultural Bank of China for projects in Fujian
and Guangxi.

Aquaculture Modernization of aquaculture near eight cities,
Cement Modernization of existing cement making facilities.
Shanghai Machine Tools Meodernization of Shanghai machine tool sector.
Coal Il Construction of long-wall mine in Shanxi Province.
Power IlI Construction of coal-fired thermal power station rated at
1,200 mw at Beilungang.
China Investment Bank Third industrial credit.
Shanghai Environmental Construction of sewers to remove wastewater from cen-
Project tral district and pipe to sea.
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pects 1o expand its work with finan-
cial intermediaries such as the China
Investment Bank (set up in coopera-
tion with the World Bank to fund in-
dustrial projects), the Agricultural
Bank of China (ABC), and the large
Industrial and Commercial Bank of
China. The World Bank can help
these institutions improve project ap-
praisal and selection—tasks that will
gain importance as ongoing reforms
expand the role of banks in the econ-
omy. For instance, the World Bank
expects that, in line with ongoing ru-
ral reforms, agricultural develop-
ment projects will be increasingly
funded through the ABC rather than
through government budgel
allocations,

Other long-term issues

The World Bank has several long-
term goals that apply to all types of
lending. First, projects should ad-
dress broader issues than they have in
the past, such as integrating regional
power grids and strengthening
intersectoral links, i.e., between en-
ergy and transport. Second, the bank
will look at potential problems on a
regional basis. It has already begun
to work with authorities in Gansu
Province and Shanghai municipality
to gain a better understanding of
these two very different regions.
Finally, as China’s need for
international financing expands,
the bank expects to encourage
more co-hnancing of projects with
foreign private banks, as well as
other multilateral and bilateral aid
mnstitutions.

In all areas of cooperation, the
World Bank and China will build on
the experience gained over the past
five years. From 1981 to the end of
fiscal 1985, bank loans to China to-
taled some $3 billion for aboutr 30
projects. Bank officials estimate that
the number of projects waiting in the
pipeline will allow further rapid ex-
pansion of the lending program in
the coming vears.

China’s excellent credit-worthi-
ness makes it a continually attractive
borrower of funds. And as China en-
ters the critical economic period of
the Seventh Five-Year Plan (1986-
1990), the World Bank’s advice and
experience will remain useful. In
short, both sides have much to gain
from working together. The new
World Bank report provides a frame-
work for this partnership to develop
further over the next 15 years. T
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The U_pcoming Indus

trial Census

Good news for CCONOMIC planners and ﬁ)rm'gn moestors

omplete and accurate statis-
tics are essential to measure
a nation’s €conomic prog-
ress. China has improved its
economic reporting immeasurably
since 1978 and is about to make an-
other giant stride by conducting an
industrial census next year. This will

be the first comprehensive survey of

the nation’s enterprises since an un-
published census was taken the year
after the 1949 revolution. China has
indicated that it will publish the re-
sults of the census this time, and
make the detailed tabulations avail-
able to outside parties. The new in-
dustrial census should provide valu-
able data both to China's planners
and to foreign business people eval-
uating opportunities in China.

The census will focus on the na-
tion's manufacturing, mining, and
utility (electric, gas, and water) enter-
prises, from the largest facilities
down to county-level operations. The
government is asking these enter-
prises to provide information on
their balance sheets, work forces, and
capital equipment holdings in 1985,
grouped around seven sets of basic
economic indicators (see page 50). Al-
though even preliminary results will
not be available before the end of
1986, economists and business peo-
ple are already thinking about the
many applications of this anticipated
windfall of information.

What will be gained from an
industrial census?

According to Xu Gang, deputy di-
rector of the State Statistical Bureau
and director of the National Indus-
trial Census Office, China’s indus-
trial census will accomplish four ob-
jectives: 1) improve the quality of
industrial statistics for long-term
planning; 2) prnvi«l(- an accurate in-
ventory of industrial capital equip-
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Jeffrey R. Taylor

ment, which will be used to identify
sectors in urgent need of upgrading;
3) provide the basic data for under-
taking and evaluating economic sys-
tem reform: and 4) further China's
opening to the outside world. A look
at the current situation suggests that
all of these are worthy goals.

The importance of the first goal
was underlined by Yuan Baohua,
deputy director of the State Eco-
nomic Commission and vice-chair-
man of the Industrial Census Lead-
ing Group at a census work
conference last year. He noted that
the records of some industrial enter-
prises are inaccurate because they
are based on estimates rather than
actual figures. Other enterprises mis-
calculate technical indicators in their
monthly, quarterly, and annual re-
ports. This suggests that there are er-
rors of indeterminate magnitude in
some of China’s existing industrial
statistics—errors that authorities are
anxious to eliminate. Census pretests
are now being used to familiarize en-
terprises with reporting procedures,
and to put their records in order so
that they can respond faithfully to
census questionnaires. The industrial
census will also provide useful new
information not routinely covered in
existing enterprise reports, such as
the age of fixed assets by equipment
type, data linking employee pro-
ductivity with compensation, and de-
tailed cost breakdowns for smaller

‘[v[]rr_\; R. Trly.!'r:r' is an economist at the
US Census Bureau’s Center for Interna-
tional Research. He was a member of a
US statistical delegation that visited
China in May to study decentralized sta-
tistical data collection and processing.
Individuals wishing further information
on China’s industrial census may contact
the Center for International Research at
301-763-4012.

manufacturing units.

The second objective of the indus-
trial census will be to identity indus-
trial sectors in need of technical up-
grading. Enterprises do not currently
gather statistics on their capital
equipment holdings by age or type.
This lack of information worries eco-
nomic planners in China, who fear
that ancient plant and equipment
may cripple ongoing efforts to make
Chinese enterprises more efficient,
Their concern is _iuslili;ﬂ)lf‘. given a
1980 depreciation rate for Chinese
industry overall of only 4.2 percent.
Considerably lower than the indus-
trial average for Western countries,
this implies that the average piece of
industrial equipment in China is
worked for a remarkable 24 years be-
fore it is scrapped. By requiring en-
terprises to report the actual age of
equipment now in use, the census will
help pinpoint the sectors that most
urgently need to update their stock
of industrial capital equipment.

Ihird, an industrial census will
provide necessary information to
carry out economic system reform
throughout China, particularly the
urban industrial reforms approved
last October. The reforms aim to re-
duce the role of central planning in
manufacturing and distribution, re-
structure wholesale and retail prices,
and generally improve the efhciency
of the urban marketplace. The re-
forms require better financial statis-
tics to guide managers in profitable
plant management, better produc-
tion cost data to revamp prices, and
detailed efficiency indicators to keep
State economic authorities apprised
of the impact of the reforms.

Finally, the census can advance
China’s opening to the outside world
in several ways. It should stimulate
commercial ties by giving foreign
business people more information on
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trade and investment opportunities
they may have overlooked. Because
the census will profile the nation's
manufacturing activities, both for-
eign and domestic investors will be
able to determine where operating
costs are lowest, and where the clos-
est suppliers and possible competi-
tors are located. It could also stimu-
late a more efficient economy, as
profit-seeking enterprises use data
from the census to pinpoint and en-
ter markets currently served
inadequately.

The upcoming census has already
resulted in greater foreign contacts.
In preparing to conduct a sound sur-
vey, China solicited advice from both
the United Nations and the US Bu-
reau of the Census, with which it
signed a statistical cooperation pro-
tocol in 1984. Unlike their counter-
parts in the Soviet Union, statistical

INDICATORS TO BE
GATHERED IN CHINA'’S
1986 INDUSTRIAL CENSUS

I. Basic conditions

Gross value of industrial output
Net value of industrial output
Output value of retail goods
Income from sales

Inventory of finished products

Il. Major output indicators in physical
terms

Output volume of major products

Sales volume of major products

Stocks on hand

I, Data on workers and staff

Number of workers and staff by sex, age,
education, and skill level

Wages and bonuses of workers and staff by
sex, age, education and skill level

IV. Material inputs and stocks
Consumption of raw material
Consumption of energy
Stocks of raw materials

V. Production capacity

Actual equipment usage and production
capacity

Total production capacity of machinery

VL. Financial indicators

Fixed assets

Circulating assets

Cost of production

Current profits and taxes

Profits and taxes remitted to the State, cur-
rent and earlier years

Investment, current and earlier years

VIl. Miscellaneous items
Area and floor space of the enterprise

SOURCE: Guojia tongji ju [State Statistical
Bureau], Zhongquo di erci gongye pucha
jianjie [A Brief Introduction to China’s Sec-
ond Industrial Census] (Beijing: November
1984)
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authorities in China have been in-
creasingly disposed to share their
economic data with the outside
world. Their willingness to publish
the census results will take China
much farther than ever before to-
ward making its economy under-
standable to interested foreigners.

Spotlight on large enterprises

China’s large State-owned fac-
tories will receive especially detailed
study in the census. These factories
made up only 22 percent of all indus-
trial enterprises in 1983, but pro-
duced a whopping 77 percent of Chi-
na’s gross value of industrial output.
In addition to basic information be-
ing gathered, the government will re-
quire large enterprises to furnish
data on energy use, costs and prices
of major products, extent of mining
resources, transport and shipping ex-
penses, and educational, health, and
welfare facilities at the enterprise.

Thus, some 60,000 of China’'s
larger enterprises, many of which are
State-owned, will be required to fill
out a questionnaire with approxi-
mately 300 items. Two hundred
thousand smaller enterprises that
carry out independent accounting
will have to fill out questionnaires
with only about 100 items. Some
80,000 small enterprises that do not
perform independent accounting
will complete questionnaires with ap-
proximately 20 items. Village-run en-
terprises (formerly brigade-run en-
terprises) and small cooperative and
individual ventures will not be sur-
veyed directly, but will be indirectly
counted using existing administrative
records.

Such detailed data gathering is not
unusual in industrial countries; the
United States conducts a new indus-
trial census every five years. But eco-
nomic surveys of this scope are gen-
erally less frequent in developing
countries, and truly momentous for
China when one considers that the
country’s statistical system has only
recently recovered from a period of
neglect.

China’s statistical work was thrown
into turmoil during the Great Leap
Forward (1958-1962), and the State
Statistical Bureau (SSB) was virtually
dismantled during the Cultural Revo-
lution. The staft at the SSB head-
quarters in Beijing dwindled from
480 in 1966 to only 12 in 1970 as
statisticians were sent to the country-
side to “learn from the peasants.”

Statistical work resumed in 1978, but
only recently have personnel and
training levels advanced to the point
where an industrial census could
once again be attempted. China’s
positive experience with its 1982
population census undoubtedly
helped bring statistical methodology
back up to speed.

Preparations underway
Preparations for the industrial
census formally got underway in No-
vember 1983, when the State Council
released its  “*Decision on
Conscientously Doing Well on Prepa-
ration Work for the Second Indus-
trial Census.”” This document estab-
lished an Industrial Census Leading
Group directly under the State
Council, headed by Zhang Jingfu,
State Council member and former di-
rector of the State Economic Com-
mission. The State Council decision
also mandated the creation of the
National Industrial Census Office,
headed by Xu Gang. Finally, the deci-
sion fixed the 1985 calendar vear as
the census reference date for the
flow indicators (volume and value of
output, input use, wages, profits, and
taxes), and December 31, 1985, as
the reference date for stock items
(value of iixed assets, and inventories
of raw materials and finished goods).
A manual tabulation of prelimi-
nary census results should be com-
pleted by the end of 1986, but all
other data will be processed via com-

The 1982 population census helped
restore China’s statistical system. Here,
census-takers record family statistics in
Gansu Province.
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puter. Initial coding of the industrial
census questionnaires will be carried
out on the 650 IBM 5280 data entry
systems that were originally used in
each province for processing data
from the 1982 population census.
The information will then be read
into mainframe computers in each
province. Authorities plan to use the
28 computers currently in provincial
statistical offices for this task (eight
Wang VS-80 computers and 20 IBM
4331 E series computers), and are
trying to procure eight additional
IBM 4341 computers to help in data
processing. All computer tabulations
are scheduled to be completed by the
end of 1987, and the final results
published in 1988.

Lining up for the results

A least two publications will result
from the industrial census. The first,
summarizing the results of the man-
ual tabulation, will be completed in
early 1987 and contain 20 to 30 basic
indicators on production, financial
conditions, and economic efficiency
for 20 to 30 industries. Capital
equipment statistics and details of en-
terprises below the provincial level

will not be included in this
publication.

The second publication, which
summarizes the results of the com-
puterized tabulation, will be com-
pleted in 1988, and include statistical
indicators for at least 200 to 300 in-
dustries. The precise level of detail 1o
be presented in this publication re-
mains to be determined. However, all
the data will probably be included in
a single volume, which may restrict its
scope somewhat. Although provin-
cial statistical offices will be permit-
ted to publish more detailed materi-
als from the industrial census on
their own region, none has yet an-
nounced plans to do so.

Both of these data compilations
will add greatly to the volume of in-
formation now available on industrial
enterprises in China. For example,
although provincial-level data are rel-
atively plentiful on gross and net
value of industrial output by branch,
number of industrial enterprises, and
physical output of individual com-
modities, there is still very little in-
formation on production costs, prof-
its, taxes, ownership, average age of
fixed assets, depreciation, employ-

ees, and wage bills by industry.
Those dissatisfied with the level of
detail in the two census publications
might have an alternative means of
obtaining information. In addition to
the forthcoming statistical publica-
tions, the SSB is forming an eco-
nomic consulting service. This ser-
vice will use official statistics to
research special topics on a fee-for-
service basis primarily for Chinese
government agencies, although it will
also consider requests from private
businesses and trade associations.
For example, one could arrange to
have a special tabulation of industrial
data for a particular county, or ask
for highly detailed information on
fixed assets in a given industry. There
is, of course, no guarantee that all
requests for special tabulations will
be honored. As in the United States,
fulfillment of some requests could vi-
olate the confidentiality of individual
enterprise information. Moreover,
the cost of servicing requests for spe-
cial tabulations may be quite high. It
is nonetheless an encouraging sign
that China’s statistical authorities are
considering opening a new door for

_ i ik : 5
acquiring useful information. T
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Intertrade is established to meet the
needs of business executives who are
venturing into the enormous China
market.

Intertrade provides up-to-date analy-
sis on China’s economic- trends and
foreign trade policies, plus generous
coverage on business opportunities.
It also provides relevant laws and

regulations and the latest trade
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Intertrade’s Reader Services offer

ready channels for China traders
to establish specific contacts with
Chinese official organizations.
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The New Foreign Contract Law

A welcome addition to the growing body of economic legislation

hina’s ambitious law-making

program took a major step

forward on July 1, when the

Law of the PRC on Eco-
nomic Contracts Involving Foreign
Interests went into effect. The first
nationwide legislation to regulate al-
most all types of Chinese—foreign
business contracts, this law covers
purchase and sale contracts, supply
ol utilities, establishment of agency
relationships and service centers,
warchousing goods, constructing
buildings, obtaining insurance, li-
censing technology and trademarks,
processing, assembly, compensation
trade, joint equity and cooperative
ventures (including contracts be-
tween Chinese—foreign equity joint
ventures and foreign firms), natural
resource projects, financial transac-
tions, and property and equipment
leases. In fact, virtually all transac-
tions except “international transport
contracts” will be atfected by the new
law.

Western business people and law-
yers who patiently anticipated the
foreign contract law should not be
disappointed. Although general in
content, the law confirms the PRC's
adherence to many principles widely
shared by the international business
community and, in many cases, clari-
fies or improves upon ecarlier laws.
Moreover, unlike its experimental
predecessor, the 1984 Provisions of
the Shenzhen Special Economic
Zone on Economic Contracts Involv-
ing Foreign Interests (see The CBR,
Sept—0ct 1984), the law does not add
any hurdles to an already difficult ne-
gotiating process. It reflects instead a
spirit. of flexibility and fairness that
promises to facilitate the conclusion
and administration of contracts. The
tollowing issues demonstrate how the
law clarifies prior legislation and in
SOIME Cases raises Illlpt)l'[lllll new con-
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Jerome Alan Cohen

siderations for contracting parties in
China.

P Laws governing contract dis-
putes. With regard to the delicate
question of which country’s law
should govern the resolution of con-
tract disputes, the new legislation is
clearer and more liberal than the
Shenzhen provisions. It requires that
PRC law be applied only to equity

joint venture, cooperative venture,

and natural resource development
contracts. In all other cases the con-
tracting parties are free to set the
governing law in their contract. If
they fail to do so, Article b authorizes
the arbitration panel or court hear-
ing the dispute to apply “the law of
the country with the closest relation
to the contract,” thereby adopting a
standard principle of international
private law. The new law does not
suggest, as did the Shenzhen provi-
sions, that other types of contracts
may be so ““closely related to Chinese
sovereignty’ as to warrant imposi-
tion of Chinese law regardless of the
wishes of the contracting parties.

In cases where PRC law is appli-
cable in principle but does not con-
tain any provisions relevant to the
dispute, the new law—for the first
time in any PRC legislation—permits
arbitrators and judges to consult “'in-
ternational practice” for rules to set-
tle the dispute. This codifies a princi-
ple that has occasionally been used in
investment contracts with Chinese
firms, particularly offshore petro-
leum development contracts, by al-
lowing the decision maker an oppor-
tunity to invoke precedents set by
international practice.

Jerome Alan Cohen is a partner in the

international law firm of Paul, Weiss,
Rifkind, Wharton & Garrison, and
travels regularly to China from the

Sform’s Hong Kong and New York offices.

Nevertheless, the new law is not
entirely satisfactory concerning gov-
erning law. Problems may arise if for-
cign law is applicable 1o the dispute
but conflicts with some basic princi-
ple of China’s new foreign contract
law. In such cases, the scope of the
latter will have to be determined on a
case-by-case basis.

P Relationship of new legislation
to existing contracts. A basic ques-
tion confronting all businessmen
who have contracted with Chinese
entities is whether or not new legisla-
tion will be applied 1o existing con-
tracts, particularly when the foreign
party would he adversely affected.
Chinese leaders frequently suggest
that foreign investors who enter into
contracts without waiting for enact-
ment of relevant legislation need not
fear that future laws will harm their
contractual rights. Nevertheless, the
Ministry of Foreign Economic Rela-
tions and Trade, which approves in-
vestment contracts, has (‘nnsisl('nlly
rejected draft contract language stat-
ing that subsequent legislation shall
not apply to a contract if it would
harm the foreign investor’s interests.
Although the Ministry of Finance has
set an encouraging precedent with its
view that new tax legislation should
not nullify tax provisions favorable to
foreigners in existing contracts, this
only affects taxation and could still
be set aside at any time in the absence
of legislative support.

Article 40 of the new law offers
foreign investors their first promise
of protection through legislative sup-
port. It states that when new laws ap-
pear, contracts for equity joint ven-
tures, cooperative ventures, and
natural resource development ““may
still be implemented according to the
provisions of the contracts.” Unfor-
tunately, the wording is not specific,
and introduces a note of uncertainty
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by the use of “may.” If this wording
simply gives PRC officials the discre-
tion to decide whether or not to ap-
ply subsequent law to existing con-
tracts, few investors will find Article
40 very reassuring. A more positive
interpretation would insulate equity,
cooperative, and resource contracts
from the impact of subsequent legis-
lation unless the parties to such con-
tracts request otherwise. The most
that one can say prior to the State
Council’s promulgation of the Law’s
implementing regulations is that Ar-
ticle 40 is an encouraging sign. How-
ever, Western business people com-
paring the advantages and
disadvantages of different forms of
cooperation in the PRC should note
that Article 40 does not cite contracts
for wholly owned investuments, licens-
ing of technology, and compensation
trade as being eligible for protection
against future laws.

P Contract formalities. Unlike the
Shenzhen provisions, the new law
does not emphasize the formalities of
the contract negotiating process,
such as requiring the parties to pro-
vide each other with evidence of their
legal identity and the authority of
their representatives to sign the con-
tract. It also does not demand that
cach submit to the other an indepen-
dently verified balance sheet, a credit
certificate, and a guarantee. Obvi-
ously, in many situations it is desir-
able to observe these formalities. The
new law, however, does not impose
rigid rules to be followed at the cost
of complicating negotiations, or to
be ignored at the cost of creating dis-
respect for the law. Rather, it lets the
contracting parties decide the appro-
priate procedure themselves.

P Equality of language texts. The
new law also takes a sensible ap-
proach to the issue of language. It
simply prescribes that contracts
should contain a provision dealing
with this problem, leaving the spe-
cific solution to the parties. For both
Chinese and foreign parties, surely
this seems preferable to the
Shenzhen provision, which states: “1f
a contract must be written in Chinese
and in a foreign language, the Chi-
nese-language version shall govern.™
The Shenzhen provision indirectly
makes the Shenzhen special eco-
nomic zone the only place in China
where a contract’s foreign-language
text cannot enjoy equal status with
the Chinese text. The PRC’s nation-
wide equity joint venture law, it
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should be noted, states that foreign-
language and Chinese texts of the

joint venture contract are equally

valid. It is the rare foreign investor
who wants to base his legal rights ex-
clusively on a Chinese text that he
cannot understand.

P Ending a contract. One problem
that deserves attention is the distine-
tion that the new law draws between
“rescission” and “‘termination’ of a
contract. Rescission appears to mean
unilateral termination. Nevertheless,
the boundary between the terms is
not self-evident, and in informal dis-
cussions some Chinese lawyers have
found it difficult to draw the line.

The distinction has important im-
plications. Although rescission does
not require advance approval under
the new law, it “‘must be reported to
the original approving agency for the
record.” This gives the original ap-
proving agency an opportunity to in-
tervene after the fact. By contrast,
the new law does not require termi-
nation of a contract to be reported.
Under Article 31 the parties can sim-
ply “consult and agree 1o terminate
the contract,” apparently without
notice to the original approving
agency. Indeed, the new law does not
even require the parties 1o agree on
termination in writing. Article 32
merely states that “modification or
rescission of a contract must be in
written form.”

Yet the new law is not China’s only
legislation governing the termination
of foreign contracts. What will be its
relationship to earlier legislation?
For example, the 1979 Law on Chi-
nese—Foreign Joint Ventures autho-
rizes the termination of equity joint
venture contracts prior to scheduled
expiration only after the parties ob-
tain approval from the original ap-
proving agency and register the ap-
proved termination document with
the administrative authorities. The
1983 Joint Venture Implementing
Regulations speak in terms of disso-
lution of the venture rather than ter-
mination of the joint venture con-
tract, but they too require approval
by the original approving agency.
Will the new law prevail over the joint
venture legislation because it is more
recent? Or, as seems more likely, will
the earlier laws specifically regulating
equity joint ventures prevail over the
new law that is more general in
scope?

P Dispute resolution. Although
the new law inevitably presents the

challenge of reconciling its provi-
stons with those of earlier legislation,
it also sheds light on the proper inter-
pretation of some clauses in earlier
laws. For example, the PRC Civil Pro-
cedure Law, promulgated on a trial
basis in 1982, prevents Chinese
courts from accepting a lawsuit over
a Sino-foreign contract dispute if the
contract requires that disputes be
settled by a Chinese arbitration or-
ganization. Yet, if read literally, the
Civil Procedure Law would permit
Chinese courts to accept this type of
lawsuit if the contract requires that
disputes be settled through arbitra-
tion outside China. Such a literal in-
terpretation would unpleasantly sur-
prise the many foreign companies
that have successtully persuaded Chi-
nese partners to agree in their con-
tracts to submit disputes to arbitra-
tion in Stockholm or before other
non-Chinese tribunals, for it would
enable Chinese partners Lo ignore
contract’s foreign arbitration
clause and instead bring suit in
China.

Although some Chinese officials
had previously taken the position
that the Civil Procedure Law would
not be interpreted literally, this did
not give foreign business people ade-
quate assurance. Article 38 of the
new law, however, does appear to of-
fer such assurance. It suggests, by
negative implication, that if the par-
ties have reached an agreement re-
quiring arbitration anywhere—not
solely in China—they cannot bring
suit in PRC courts.

On the right track

As in the case of China's 1981 law
regulating contracts between domes-
tic enterprises, the nuances and sig-
nificance of the new foreign contract
law will become clearer only through
practice. Clarifications by Chinese
scholars, who have already done
much to elucidate the provisions of
the 1981 legislation, can also be ex-
pected to play a useful role.

However, this new law does reflect
the fact that the drafting of PRC leg-
islation is improving, and the choice
of words is becoming more careful.
For example, although the new for-
eign contract law does not clarify the
difference between an “agreement”
a problem that
[requently puzzles foreign negoti-
ators—it does consistently use “con-
tract” to describe documents that
purport to be the final expression of

and a “contract”
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the parties’ will. Western business
people would be well-advised to fol-
low this example when negotiating in
China.

Chinese legislators are hard at
work on additional laws that will have
a significant impact on business con-
tracts with foreigners. The forthcom-
ing civil code will undoubtedly ex-
plain some basic contract concepts,
and the long-awaited laws on cooper-

ative and wholly foreign-owned ven-
tures will set forth detailed guide-
lines. The corporation law and other
economic legislation now being pre-
pared will also be highly relevant. Yet
PRC legislators can surely be for-
given if they paused for a moment on
July T to note with satisfaction their
most recent effort to use law as an
instrument of international commer-
cial cooperation. 5,

Law of the People’s Republic of China on
Economic Contracts Involving Foreign

Interests

CHAPTER 1. GENERAL PRIN-
CIPLES

Artiele 1. This Law is specially formulated
to sateguard the lawful rights and inter-
ests of parties to economic contracts in-
volving foreign interests and 1o promote
the development of China's foreign eco-
nomic relations,

Article 2. The scope of application of this
Law is economic contracts concluded be-
tween enterprises or other economic
organizations of the People’s Republic of
China and foreign enterprises and other
cconomic organizations or individuals
‘contracts'),
but excluding international transport
contracts.

(heremnalter referred to as

Article 3. Contracts shall be concluded in
accordance with the principles of equality
and mutual benefit and of achieving
agreement through consultation.

Article 4. In concluding contracts, the
laws of the People’s Republic of China
must be respected, and no harm may be
done to the social and public interest of
the People’s Republic of China.

Article 5. The parties 1o a contract may
choose the law 1o be apphlied to the han-
dling of contract disputes. In cases where
the parties have not chosen the applicable
law, the law of the country with the closest
relation to the contract is to be applied

The law of the People’s Republic of
China is to be applied in the case of
Chinese—foreign equity joint venture
contracts, Chinese—foreign cooperative
venture contracts, and contracts for the
Chinese—foreign cooperative exploration
and development of natural resources to
be performed within the People’s Repub-
le of China.

On matters for which the law of the
People’s Republic of China has not yet
made provisions, international practice
may be applied.

Article 6. When an international treaty
that relates to a contract and that the
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People’s Republic of China has con-
cluded or joined contains provisions that
differ from the law of the People’s Re-
public of China, the provisions of the said
treaty shall be applied, except for clauses
in respect of which the People’s Republic
of China has declared reservation.

CHAPTER II. THE CONCLUSION
OF CONTRACTS

Article 7. A contract is formed when the
parties have reached an agreement on and
signed in written form the provisions of the
contract. In cases of agreement reached
through correspondence, telegrams, or
telexes, il one party requests the signing ol a
confirming document, the contract shall be
considered to be formed only at the time ol
signature of the confirming document.,

Contracts that, pursuant to the provisions
of the laws and administrative regulations of
the People’s Republic of China, are to be
approved by the State shall be considered to
be formed only when the approval is
obtained.

Article 8. Appendices specified in a contract
are integral parts of the contract.

Article 9. Contracts that violate the laws of
the People’s Republic of China or contra-
vene the social or public interest are void.

Contract provisions that violate the laws
of the People’s Republic of China or contra-
vene the social and public interest, once the
parties have consulted and agreed to cancel
or correct them, shall not affect the validity
of the contract.

Article 10. Contracts concluded using meth-

ods of fraud or duress are void.

Article 11. When one party is responsible for
the invalidity of a contract, it shall bear
responsibility for compensation to the other
party for losses suffered as a result of the
contract’s invalidity.

This Law was passed by the 10th Meeting of the
Standing Commaltee of the Sixth National Peo-
ple’s Congress on March 21, 1985. Translated
by Paul, Weiss, Rifkind, Wharton & Garrison.

Article 12. Contracts should normally con-
tain the following provisions: (a) the corpo-
rate or personal names ol the parties to the
contract and their nationalities, principal
places of business or residential addresses;
(b) the date and place of signing of the
contract; (¢) the type of contract and the
categories and scope of the object of the
contract; (d) the technical conditions, qual-
ity, standards, specifications, and quantities
of the object of the contract; (e) the time
period, place, and means of performance;
(f) the price terms, amount to be paid,
means of payment, and various types of
additional charges; (g) whether or not the
contract may be assigned or the conditions
for assignment; (h) the compensation and
other habilities for breach of contract; (i)
the methods for resolving disputes arising
under the contract; and (j) the languages
used in the contract and their effectiveness.

Article 13. Contracts should contain agree-
ment, as needed, on the parameters of the
risks undertaken by the parties for perfor-
mance of the object and, when necessary,
they should contam agreement on the scope
ol insurance for the object

Article I4. In contracts that require a rela-
tively long period of continuous perfor-
mance, the parties should agree on the term
ol vahdity ol the contract, and may agree on
the conditions for extension of the contract
term and early termination of the contract.

Article 15. The parties may agree in the
contract on guarantees. The guarantors
shall undertake responsibility within the
agreed scope of such guarantees,

CHAPTER II1. PERFORMANCE OF
CONTRACTS AND LIABILITY FOR
BREACH OF CONTRACT

Article 16. Contracts formed according 1o
law are legally binding. The parties must
perform the agreed obligations of the con-
tract, and neither party may of its own ac-
cord alter or rescind the contract.

Article 17. When one party has actual evi-
dence that the other party cannot perform
the contract, it may temporarily cease per-
formance of the contract, but must immedi-
ately inform the other party; when the other
party provides a full guarantee of perfor-
mance of the contract, the first party must
perform the contract. When one party, with-
out having actual evidence that the other
party cannot perform the contract, ceases
|n'l'inl'm.lnt ¢ of the contract, it must bear
liability for breach of contract.

Article 18. When one party does not per-
form the contract or its performance of the
contractual obligations does not comply
with the agreed conditions, it is in breach of
contract, and the other party has the right to
demand compensation for losses or to adopt
other reasonable remedial measures. If
adopting other remedial measures stll can-
not completely make up the losses suffered
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by the other party, the other party still has
the right to demand compensation for
losses.

Artiele 19. The liability of a party that
breaches a contract to make compensation
shall equal the losses suffered by the other
party as a result of such breach, but may not
exceed the losses that the contract-breach-
ing party, in concluding the contract, should
have foreseen could result from the breach
of the contract.

Article 20. The parties may agree in a con-
tract that, when one party breaches the con-
tract, it shall pay a fixed sum of breach of
contract damages to the other party. They
may also agree on the method of calculation
of the amount of compensation for losses
arising from breach of the contract.

Breach of contract damages agreed to in
contracts shall be considered 1o be com-
pensation for losses due to breach of the

contract. However, if the agreed breach of

contract damages are excessively higher or

lower than the losses caused by the breach of

contract, the parties may request an arbitral
body or court to reduce or increase them
appropriately.

Article 21. If both parties are in breach of a
contract, each shall bear its respective
lability.

Article 22. When one party suffers losses
because of the other party’s breach of con-
tract, it must promptly adopt appropriate
measures Lo prevent such losses from in-
creasing. 1f the losses increase because of a
failure promptly to adopt appropriate mea-
sures, such party shall have no right to de-
mand compensation for the increased
losses.

Article 23. 1f one party has not paid on time
amounts required to be paid as provided by
the contract or other amounts to be paid in
connection with the contract, the other side
has the right to collect interest on the
amount in arrears. The method of calculat-
ing interest may be agreed to in the contract.

Article 24. When a party cannot perform all
or part of its contractual obligations because
of an event of force majeure, it shall be fllllt\'
or partially relieved from liability.

When a party cannot perform in accor-
dance with the contractually agreed time
periods because of an event of force majeure,
it shall be relieved of lability for delayed
performance during the period of contin-
ued influence of the effects of the event.

An event of force majeure means an event
that the parties could not foresee at the time
of conclusion of the contract and the occur-
rence and effects of which cannot be
il\'()i(l[’(l El"ll cannot I)!’ overcome.,

The scope of events ol force majeure may
be agreed to in the contract.

Article 25. When one party cannot perform
all or part of its contractual obligations be-
cause of an event of force majeure, it shall
promptly inform the other party in order to
diminish the losses that might be caused to
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the other party, and it must within a reason-
able period provide evidence issued by the
relevant agency.

CHAPTER 1V. ASSIGNMENT OF
CONTRACTS

Article 26. A party shall obtain the agree-
ment of the other party to the assignment to
athird party of all or a part of its contractual
rights and obligations.

Article 27. The assignment ol rights and
abligations of contracts that, under the pro-
visions of the laws and administr:

ive regula-
tions of the People’s Republic of China, are
to be approved by the State in order to be
formed shall be approved by the original
iI.I)Pr“\i”g ng('t]("\. Cxl‘('l“ ill l('&])l'('l Ul con-
tracts that are already approved in which it is
otherwise agreed.

CHAPTER V. MODIFICATION, RE-
SCISSION, AND TERMINATION
OF CONTRACTS

Article 28. Contracts may be modihed fol-
lowing consultation and agreement between
the parties.

Article 29. In any one of the following cir-
cumstances, a party has the right to inform
the other party of the rescission of the con-
tract: (a) the other party has breached the
contract, to the extent that such breach has
seriously affected the economic benefits ex-
pected when concluding the contract; (b)
the other party has not performed the con-
tract during the period agreed to in the
contract, and has still not performed within
a reasonable time period allowed for de-
layed performance; () an event ol force ma-
jeure has occurred, with the result that all of
the contractual obligations cannot be per-
formed; or (d) the conditions agreed on in
the contract for rescission of the contract

have arisen.

Article 30. In a contract that contains several
mutually independent parts, some parts may
be rescinded and the effectiveness of the
others retained, in accordance with the pro-
visions of the preceding Article

Article 31. In any of the following circum-
stances, a contract shall be declared termi-
nated: (a) the contract has already been
performed in accordance with the originally
agreed conditions; (b) an arbitral body rules
or a court adjudges that the contract be
terminated; or (¢) the parties consult and
agree to terminate the contract.

Article 32. Nouces or agreements on modifi-
cation or rescission of a contract must be in
written form.

Article 33. Major modifications in contracts

under the provisions of the laws and
administrative regulations of the People’s
Republic of China, are to be approved by
the State 1o be formed shall be approved by
the original approving agency; rescissions of
such contracts must be reported to the origi-

nal approving agency for the record.

Article 34. The modification, rescission, o1
termination of contracts shall not affect the
rights of the parties to demand compensa-

tion for losses

Article 35. The provisions for resolving dis-
putes agreed to in a contract shall not lose
effectiveness because of the rescission on

termination of the contract.

Article 36. The provisions regarding final
accounting and hquidation agreed o in a
contract shall not lose effectiveness because
of the rescission or termination of the
contract.

CHAPTER VI. DISPUTE
RESOLUTION

Article 37. When contractual disputes arise,
the parties should do everything possible 1o
resolve them through consultation or
through third party mediation.

If the parties are unwilling to consult or
mediate, or if consultation or mediation is
unsuccessful, they may, in accordance with
the arbitration provisions in the contract or
a written arbitration agreement reached af-
ter the dispute arose, submit the dispute to a
Chinese arbitral body or another arbitral
body for arbitration.

Article 38. 1f the parties did not conclude
any arbitration provision in the contract,
and also did not reach an agreement after
the dispute arose, they may bring suit in the
people’s courts.

CHAPTER VII. SUPPLEMENTARY
PROVISIONS

Article 39, The time limit for submitting to
litigation or arbitration a dispute in respect
of a contract for the purchase and sale of
goods is four years from the time the party
knew or should have known of the infringe-
ment of uts rights. The time limit for the
submission to litigation or arbitration of
disputes in other contracts shall be stipu-
lated separately by law.

Article 40. When there are new stipulations
in law, contracts for Chinese—foreign equity
joint ventures, Chinese—foreign cooperative
ventures and the Chinese—foreign cooper-
ative exploration and development of natu-
ral resources that are to be performed
within the People’s Republic of China and
that have been approved by the State and
formed may sull be implemented according
to the provisions of the contracts.

Article 41. If the parties consult and so
agree, this Law may be applied to contracts
formed before the day this Law goes into
eftect.

Article 42. The State Council shall formulate
implementing rules in accordance with this
Law.

Article 43. This Law shall go mnto effect on
July 1, 1985,
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US SERVICE EQUITY JOINT VENTURES IN CHINA
(as of June 1985)

Joint ventures that provide services, particularly related 1o construction and engineering, are among the fastest growing type of US-China

cquity joint ventures. This list of service jomnt ventures follows a compilation of manufacturing joint ventures that appeared in the May—June is-

sue of The CBR.

Partners
(Equity Shares)

Purpose

Location

Date/Duration

Name of Total
Venture Investment
Consulting

C/Tech Ltd. 1.2 mil.

Georgia Institute of Technology’s
Advanced Technology Development
Center/Technology Clearing House
of China and China Association for
Science & Technology (50%-50%)

M. W. Kellogg Co., sub. of Kellogg
Rust Inc.,/CNTIC

Develop |Vs 10 assist China in pur-
chasing factories, licenses, and
equipment; introduce advanced
technology; and conduct business
conferences

p!’OVldt’ bUHIlIP‘-\ fac III'rl'I()I'l ser-
vices for foreign firms

Offices in Beijing

and Atlanta; ven-

tures in Shenzhen
City, Tianjin, and

Nantong

Signed preliminary
agreement 9/84 and fi-
nal contract 5/85

Signed protocol 11/84

Engineering and Construction

China American In- Registered

ternational Engineer-  capital:
ing Inc. $3 mil.
CHEC-LBI Joint Engi- —
neering Consultants,

Inc.

Sino-American Inter-  $1 mil.
continental Engi-

neering Inc.

Sino Fluor Engineers $1 mil,
Sino-Kellogg Engi- Registered

neering Co.

Sino-Lummus Engi- —
neering Co.

capital: $1 mil,

Bechtel China Inc./Xinjiang Interna-
tional Economic Cooperation Co.

Bechtel International Inc./China Na-
tional Coal Development Corp., sub.
of Mimistry of Coal Industry (50%-
509%)

Louis Berger International Inc./
China Highway Engineering Consul-
tants, Inc. (50%-50%)

E. A. Botti/Beijing Central Engineer-
ing & Research Inc.

Fluor Engineering Inc./China Na-
tional Nonferrous Metals Industry
Fareign Engineering and Construc-
tion Corp. (50%-50%)

Fluor Engineering Inc./China Petro-
chemical International Co. (sub. of
SINOPEC) and Beijing Design Insti-
tute (50%-50%)

Kaiser Engineers and Constructors,
sub. of Raymond International Inc./
China Metallurgical Construction
Corp.

M. |. Kelley Co./China State Con-
struction Engineering Corp.

M. W. Kellogg Co./Chengdu Chemi-
cal Engineering Corp. and China Na-
tional Chemical Construction Co.

M. W. Kellogg Co./CNTIC

M. W, Kellogg Co./China Petro-
chemical International Co. (50%-
50%)

Lummus Crest Inc., sub. of Combus-
tion Engineering/China Petrochemi-
cal International Co. (50%-50%)

Develop petroleum refining and
petrochemical industries, and par-
ticipate in mining, electricity, and
transportation projects

Contract to build open-cut coal
mine and coal dressing plant at
Junggar, Nei Monggol, and prelimi-
nary deal to construct Shidongkou
Gas Works in Shanghai

Computer and design services for
highways, bridges, and other large-
scale projects

Provide engineering consulting ser-
vices and develop software prod-
ucts for large industnal projects

Provide engineering and construc-
tion procurement services for min-
ing and nonferrous industries inside
and outside China

Provide engineering and construc-
tion procurement services for oil
refining and petrochemical sectors

Perform engineering procurement,
construction management and
startup for iron and steel facilities
in China, the US, and in selected
third countries.

Bid for construction projects
worldwide

Form engineering and construction
co. to build chemical, fine chemi-
cal, and pharmaceutical projects

Design, plan, and build expatriate
community

Build petrochemical and gas-pro-
cessing plants, oil refineries, and
civil engineening projects inside and
outside China

Provide design engineering and
project mgmt, services for petro-
leum and petrochemical plants

Insurance, Finance, & [easin-g

China-American In- Capitalized:
surance Co. Ltd. $25 mil.
China International Registered
Nonferrous Metals capital:
Leasing Co. Ltd. $3 mil.

Ofishore Petroleum Servi;e;

Shanghai Offshore $10 mil.
Petroleum Engineer-
ing Corp.
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American International Group/Peo-
ple’s Insurance Co. of China (50%-
50%)

First Interstate Bank (US) and
Banque National de Paris (France)/
China National Nonferrous Metals
Industry Corp., BoC Trust & Consul-
tancy Co., and Industrial & Com-
mercial Bank (US:20%-France:20%-
PRC:60%)

AMAEE Holding Corp./Shanghai
Mechanical & Electrical Industrial
Co.; Shanghai Corp. of Shipbuilding
Industry; and BoC, Shanghai Branch
(US:40%-PRC:60%)

Insurance and reinsurance services
primarily in marine and property
sectors

Import equipment and lease it to
nonferrous metals enterprises and
institutions

Provide rigs, vessels, petrochemical
equipment and other service
facilities

Xinjiang

Shenzhen; liaison
offices in Beijing
and Shanghai

Beijing

Beijing

Beijing

Beijing

Beijing

Lanzhou, Gansu

Beijing

Bermuda, New
York, Beijing, and
Hong Kong

Beijing

Shanghai

Signed letter of intent
3/14/85

Signed contract
8/20/84
15 years

Signed contract
1/12/85

Announced 1/20/85

Signed protocol
10/10/84
15 years

Signed contract 5/85
15 years

Signed protocol 12/84

Announced 1/84

Signed protocol 2/85

Signed protocol 11/84
and contract 2/85

Signed protocol 2/85
and contract 5/85

Signed protocol 2/85
and contract 6/85
20 years

Established 10/80

Signed contract
12/7/84
10 years

Signed contract 6/83
15 years
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China-Nanhai Baker
Drilling Corp., Ltd.

China Brown & Root
Marine Engineering
and Construction
Corp.

China-Corelab Ltd.

China Petroleum
Logging-Dresser At-
las Joint Service Co.

China Nanhai
Magcobar Mud
Corp., Ltd.

China Nanhai-Oxy-
SEDCO Drilling Oil
Corp.

South China Sea,
Raymond, Wah
Chang Construction
Corp., L1d.

China Nanhai-Read-
ing & Bates Drilling
Corp.

Zhong-Chang Off-
shore Marine Ser-
vices Co.

China COESK-Taylor
Diving Co.

Shenda Shipping
Service Co. Ltd.

Provide expertise and labor for off-

Provide offshore structural fabrica-
tion and engineering services

Provide laboratory, engineering,
consulting, and field services for

Act as functional sub. of CNOOC
and provide well logging services

Provide mud products and equip.
and technical services for offshore

Provide offshore oil drilling services

Build and operate structural steel
fabrication yard, and related engi-
neering and construction work for
offshore drilling and production

Provide contract drilling services in

Provide supply vessels for South

Provide underwater technical ser-
vices, including diving and re-

Provide foreign offshore oil compa-
nies with supply vessels and

Shenzhen

Beijing

Head office in
Beijing; branches
in Shekou;
Guangzhou; and
Wanzhuang, Hebei
Beijing
Guangzhou

Guangdong

Shenzhen

Guangdong

Guangzhou

Guangzhou

Shanghai

Approved 4/7/83
14 years

Approved 1/19/83
10 years

Signed contract
4/24/84
10 years

Approved 4/81
10 years

Signed 9/18/84; start-
up 10/25/84

10 years

Announced 2/20/84
10 years

Announced 4/17/84
15 years

Announced 2/5/84
12 years

Signed contract 12/82
10 years

Approved 1/11/85
10 years

Signed contract 7/84
15 years

Property Development

Great Wall Hotel

Build hotel and entertainment

Build hotel and entertainment

Construct and operate hotel

Dalian
Xi'an
Yantai, Shandong

Beijing

Signed contract 4/85
Signed contract 4/85
Signed contract 4/85

Signed contract 10/79;
opened 6/84
10 years

Other

China Computer
World Publishing &
Servicing Co.
China/USA Commu-
nications and TV
Commercial Co.

Manpower China
Joint-Venture Co.,
Led.

China Great Wall

Color Pictorial Co., Ltd.

Publish China Computerworld

Produce commercials, provide pro-
gramming and documentaries, and
sell commercial airtime on China

Retail-wholesale operation for fash-
ion, cosmetics, and accessories

Training and supplying temporary

$20 mil. Baker Marine Corp./China National
Offshore Oil Corp. (50%-50%) shore drilling
$2.8 mil. Brown & Root Inc./China National
Offshore Platform Engineering Corp.
(US:49%-PRC:51%)
Registered Core Laboratories International Ltd./
capital: Scientific Research Institute of Pe-
$2.9 mil. troleum Exploration and Develop- offshore oil development
ment, sub. of CNOGEDC, and
Nanhai Eastern Petroleum Corp.,
sub. of CNOOC (50%-50%)
$2 mil. Dresser Atlas, div. of Dresser Indus-
tries/Ministry of Petroleum (50%-
50%)
Registered Magcobar Group of Dresser Indus-
capital: tries/Nanhai Western Petroleum
$1 mil. Corp., sub of CNOOC (50%-509%) oil operations
Registered Occidental Equipment and Services,
capital: Inc. and SEDCO Inc./CNOOC
$1.5 mil. (US:66.6%-PRC:33.3%)
US & Singa- Raymond Offshore Constructions,
pore: Inc. (US) and Wah Chang Interna-
$750,000 tional Corp. (Singapore) Pty. Ltd./
Guangzhou Shipbuilding Ltd,, sub.
of China State Shipbuilding Corp., platforms
and Shenzhen Navigation Corp.
$1.5 mil, Reading & Bates Drilling Co. (US)
and Wah Chang International Corp. South China Sea
(Singapore)/CNOOC (US:25%-5in-
gapore:25%-PRC:50%)
Registered Sin-Hai Offshore Services Co. Pte.
capital: {US-Singapore joint venture be- China Sea oil exploration
$10 mil. tween Seahorse Inc. and Wah-
Chang International Corp.)/CNOJSC
(US:49%-PRC:51%)
Registered Taylor Int’l Diving Co./China Ocean
capital: Engineering Services Ltd., Guang-
$1.5 mil, zhou Branch (US:49%-PRC:51%) motely operated vehicles
— Zapata Gulf Marine Corp. (US) and
Houlder Offshore Co. (UK)/Shang-
hai Offshore Oil Service Corp. services
(US:25%-UK:25%-PRC:50%)
$20 mil. BETS Int’l/Lashufang Industrial De-
velopment Co,, Dalian (50%-50%) complex
$20 mil. BETS International/Xi’an Tourist Build hotel
School (US:75%-PRC:25%)
$10 mil. BETS International/Yantai Service
Co., Shandong (50%-50%) complex
$75 mil. E-S Pacific Development and Con-
struction Co., owned by Becket In-
vestment Corp. and Union Pacific
Corp./CITS, Beijing Branch
(US:49%-PRC:51%)
$250,000 C. W. Communications/Ministry of
Electronics Industry (US:49%-
PRC:51%)
— China Communications Co. (a joint
venture between Videocom/China
Inc., and I. T. & Co.)/China Televi-
sion Service (US: 64%-PRC: 36%) Television Service network
$2 mil. China International Ventures Inc.,
sub. of Hua Shak Co. (USA) Inc./NA
(50%-50%)
— Manpower Inc., sub. of Parker Pen
Co./China Economic Trade Consul- workers
tants Corp.
$600,000 Pacific International Corp./China

Develop and print color photo-

Beijing

Beijing, Los
Angeles, Boston,
and New York

Tanpin

Beijing

Beijing

Approved 11/12/80
10 years

Signed letter of intent
6/84 and contract
10/84

2 years

Signed letter of intent
5/85

Signed letter of intent
9/6/84

Approved 5/83

Sports News (50%-50%)

graphs and film

13 years

List prepared by Betsy Saik, fennifer Little, and Beth Keck. Due to the rapid pace of joint venture approvals, this list may not be exhaustive. We regret any inadvertent omissions.
Companies that have signed joint ventures are encouraged to send press releases to fennifer Little at the National Council fibrary.

KEY
Baod Bank of China CNOOC
CNOGEDC China National Oil & Gas Development Corp CNTIC
CNO|SC China Nanhai Jomt Venture Corp SINOPEC

China National Oftshore il Corp

China National Technical Import Corp

China Natonal Petrochemical Corp
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CBE Gives You -

the Ways and Means
To Grow With the
China Market.

Your company may have the products, equipment,
technology and services that China needs today.
Let CBE specialists take you where the buyers are.

hina Business Enterprises (CBE) is a

member of the IPl/CBE Group of international
companies which have diverse interests and connections
...and a superb reputation and credibility.. all across
China. Over 100 management and trade specialists are
employed in CBE's New York Headquarters, across the
U.S.. in Hong Kong and in Beijing

CBE know-how brings Chinese buyers and Western
enterprise together through these resourceful programs.

International Sales Expositions

Exhibiting in China is the most direct means to consum-
mate sales right in the market. . as the focus of a sales
exposition is carefully defined, based upon government
plans and priorities. Typically. potential products for dis-
play are identified for immediate purchase and future
projects.

CBE has been named the Official Foreign Organizer
for the sales expositions listed below.. by the China
Council for the Promotion of International Trade and
other sponsors. Together they represent the necessary
entities through which foreign business is transacted. Chi-
nese attendance is by invitation only to qualified end-
users. buyers and decision-makers. CBE's Technical
Seminar Service assists exhibitors choosing to take ad-
vantage of separate presentations during the exposition

China Business Pow Wow

If yvou're not yet ready to exhibit in China. our Business
Pow Wow is an alternative. [t coincides with each sales
exposition. You'll attend the show and. through a series
of lectures, open and private meetings with key officials,
visits to selected enterprises, you'll learn.. how China’s
economy, government, and business enterprises func-
tion.. potential of the market...and what's in it for you.
Our Pow Wows are typically all-inclusive 7 days/6 nights
prodrams

China Trade Mission

This extends our Business Pow Wow by adding 3 to 5
other cities and up to 7 extra days for open and private
business meetings with provincial and local groups

Representation by CBE Sales Specialists

While exhibiting on site is the most direct way to sell,
representation by CBE's China Sales Specialists is a cost-
efficient alternative. A CBE Account Executive. . .who is
an expert in China trade. . will be dedicated to exhibit and
demonstrate your products. develop buyer contracts, im-
plement your sales and carry out your instructions

L]

China Business & Marketing Consultation

As a general consultant service, CBE can assist your
international marketing management to pursue further
China business opportunities, convey latest market infor
mation and expert advice on import/export trading,
licensing, joint ventures, patents, etc. Other services
include designing and conducting research projects,
coordinating export/import transactions, translation of
highly technical material, arranging business meetings
and conferences, and more.

CBE’s CHINA INTERNATIONAL SALES EXPOSITIONS
NAME PLACE DATE
China SiliCom '85 Nanjing 1985 October 26
Liangsu Province November 01
Instruments and components for measunng. controlling and testing in prod uc
tion of Electronics and Microcomputers
China Food-Bev '85 Nanjing

1985 November 06
November 12

Equipment and technology for Food and Beverage Industnes including Proc

essing, Packaging. Storing and Warehousing

China Auto/Office '86

Pavilion of the Americas

1986 January 23
January 30

Beying

Office Automation Equipment including products and technology, modern

office stationery, and other equipment and supplies

1986 June 03
June 08

International Glass

Industrial Expo in China ‘86 Shangha
(in cooperation with

Interglassmetal New York)

technology and

Flat glass. container glass. pressed/blown glass, fiber glass

production equipment
1986 September 05
Septemnber 11

Beijing International Beiyjing
Book Fair

General. Educational. Business, Industnal, Reference. Scentific, Technical
Trade. Medical, Professional — published 1985, 1986

| Yes! I'm interested in knowing more about CBE's ways and means to
enter the China market. I've checked my special interests below:
| China Sales Expositions. China Sales Representation.
China Business Pow Wow. China Business Consultation.
China Trade Mission.

Name Title —
Company lel No -
Addres S

City State o /1;)

Just mail this coupon or for faster action,
call: 212 682-1511, or Telex 275725CBE

= 3 C CHINA BUSINESS ENTERPRISES, INC.
. E 16 East 42nd Street New York, NY. 10017

]




The 85 China Telex
Book. Hong Kong: The
China Phone Book
Company (GPO Box
11581), 1985. 99 pp.
$15 including airmail
p(lﬁlﬂgt’.

Designed as a supplement to The
China Phone Book & Address Directory,
the new China Telex Book is a valuable
resource in itself. Over 2,000 telex
numbers are listed in four different
arrangements. The first section, by
far the most important, lists telex
subscribers in China in alphabetical
order. Company names beginning
with an initial are listed by that initial.
China’s foreign trading companies,
followed by their branches, are all
grouped under “China National.”
Other sections of the book list telex
numbers by answerback, number,
and city.

For a special offer on this direc-
tory, National Council members
should refer to the May 1985 issue of
China Market Intelligence.

China Telephone Directory, 1985,
edited by China Telephone Directory
Corporation of the Ministry of Posts
and Telecommunications. Hong
Kong: Ta Kung Pao, 1985. 665 pp.
Order from Synergy Publishing, Inc.,
15 Mercer Street, Suite 404, New
York, NY 10013; delivery from Hong
Kong. $37 airmail; $27.50 surface.

China’s Ministry of Posts and Tele-
communications has produced its
own bilingual address and telephone
directory to compete directly with
the China Phone Book Company's
China Phone Book & Address Directory
(see Bookshelf, The CBR, September—
October 1984). As it stands now,
however, the China Telephone Direc-
tory i1s no competition to its Hong
Kong rival.

This official directory is undoubt-
edly more complete and authorita-
tive than the China Phone Book, but it
is much harder to use. Rarely are di-
rectory listings in alphabetical order;
in most cases the directory user must
read through all entries to find the
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entry sought. Idiosyncracies also ex-
ist in the alphabetized “‘foreign of-
fices™ listings.

A total of 35,000 organizations are
included in this volume. The arrange-
ment of the directory is similar to
that of the China Phone Book. Listings
for Beijing precede those for the
provinces, which are alphabetically
arranged, and include 65 city lists.
Organizations are listed by keyword,
but not alphabetically, and there is
no keyword index—an important
feature of the China Phone Book.

China Telephone Directory contains
a wealth of information for those
with the time and patience to search
its contents. But until this new vol-
ume is alphabetized and indexed, the
China Phone Book & Address Directory
will remain a better source for quick
and easy access to addresses, telex,
and telephone numbers in China.

1984 Almanac of China’s
Foreign Economic Rela-
tions and Trade, com-
piled by the Editorial

China’s Foreign Eco-
nomic Relations and
Trade. Hong Kong: China Resources
Trade Consultancy Co., n.d. Distrib-
uted in the US by Snodgrass & Asso-
ciates, 267 N. Canon Drive, Suite 6,
Beverly Hills, CA 90210. Bilingual,
1215 pp.; 841 in English, including
advertisements. $150.

This first volume in an important
new annual series, compiled by offi-
cials of the Ministry of Foreign Eco-
nomic Relations and Trade, contains
much of the most sought after China
trade information: law texts, in-
formation on Chinese organizations,
and statistics. The book opens with
general policy statements on trade
and investment made by Chinese offi-
cials. The 200-page collection of for-
eign trade and invesiment laws and
regulations that follows is undoubt-
edly the most comprehensive and up-
to-date compilation of China’s legal
texts in any single volume publica-
tion. Another 90 pages are a direc-

Board of the Almanac of

tory to Chinese organizations and the
offices of foreign organizations in
China. A final 200-page section of
statistics covers China's trade from
1950-1983 trade, both by country
and product, with statistics on spe-
cific commodities by volume and
value for 1982 and 1983. Tables list
China’s utilization of foreign capital
for 1979-1983 by form, country,
source, and Chinese region in which
the capital was used. Details are pro-
vided on equity and contractual joint
ventures, oil exploration agreements,
wholly foreign-owned enterprises in
the SEZs, China’s foreign contract
and labor service projects, and for-
eign aid.

Other brief sections of the book
describe China’s SEZs and open cit-
ies, institutes and schools of foreign
trade, and economic publications.
There is also a chronicle of events in
foreign economic relations and trade
during 1983.

National Council members should
refer to the July issue of China Market
Intelligence for a special offer on this
book.

US-China Trade Statis-
tics 1984, compiled by
Stephen W. Hoyle.
Washington, DC: The
National Council for
US—China Trade, 1985,
197 pp. $25, plus §1
postage and handling ($5 overseas);
free to National Council members.
The National Council’s annual
compilation of trade statistics pro-
vides a brief analysis of China’s for-
eign trade and US-China trade. In-
cluded are tables of US—China trade
1971-1984; US imports and exports
from China by category; leading
items in US=China trade; China’s to-
tal foreign trade and trade with its
top 10 trading partners. Most of the
book is devoted to detailed US-
China trade statistics for 1980-1984
organized by 7-digit Schedule B num-
ber for US exports and TSUSA num-
ber for US imports. Both US dollar
and quantity figures are given.
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CHINA BUSINESS

Jennifer Little
Research Assistant

The following tables contain recent press reports of business contracts and negotiations 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 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.

¢ 5
H 5

Foreign Party/
Chinese Party

CHINA’S IMPORTS THROUGH MAY 31

Product/Value/
Date Reported

Agricultural Commodities

Transamerican Agricul-
tural Development Corp.
(US)

Norcal Dires (US)
(UK)/Shanghai Zoo

Betina Co. (France)

(Australia)

Agricultural Technology
(W. Germany)

Massey Ferguson Indus-
tries Ltd. (Canada)

Simon-Barron Ltd. (UK)/
Beijing Foodstuffs Corp.

(Denmark)

350 tons of high-grade dairy cows. $1.25
million. 2/4/85.

Holstein semen. 2/4/85,
22 David's deer. 2/27/85.

30,000 turkey eggs for breeding. $64,000 (Fr
600,000). 3/28/85.

60,000 tonnes of wheat. 4/16/85.

Has offered a technical assistance program
to establish a national technical extension
service for farmers, cooperate on angora
rabbit breeding and wool finishing, plus
other projects. $3.8 million (DM11.7 mil-
lion+). 11/84,

90 self-propelled grain harvesters, $1.7 mil-
lion (C$2.3 million). 4/11/85.

Signed contract to provide a poultry and a
fish feed mill. $1.7 million. 4/17/85.

Will provide loans for a dairy research cen-
ter in Shanghai and a breeding swine testing
center in Hubei. 4/29/85.

Chemicals and Chemical and Petrochemical Plants and Equipment

NA (ltaly)/Shaoyang Syn-
thetic Detergent Plant,
Hunan Daily-Use Chemi-
cal Works, and Hunan
Light Industry Dept.

Signed a contract for two sets of equipment
for making detergent. 10/19/84.

NA = Not available,

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. Licensing (LIC), Compensation (CT), and Assem-
bling (ASSEM) deals are now included in the “China’s Imports™ section.

Furmanite International
Ltd. (UK)/SINOPEC
International

NRM Corp. (US)

Santa Fe International,
subsidiary of Kuwait Pe-
troleum Co. and Arco
China Inc./NA

Specialized Systems Inc.
(US) and Tauran Indus-
tries (HK)

Zimmer AG (W. Ger-
many}/TECHIMPORT

Zimmer AG (W. Ger-
many)/Liaoning Foreign
Trade Corp.

Roussel-Uclaf (France)

Technip (France)/SINOPEC
International and Liao-
yang Petrochemical
Complex

Himont Inc. and Mitsui
Petrochemical Industries
Ltd. (Japan)/China
Yanshan United Foreign
Trade Co. and Beijing
Yanshan Petrochemical
Corp.

Institute Francaise du
Petrole (France)/Research
Institute of Petroleum
Processing, subs. of
SINOPEC

Diamond Shamrock
China Ltd. and Eltech
Systems Corp. (US)/
Jiangmen Electrochemical
Factory, Guangdong

Eltech Systems Corp.
(US)/TECHIMPORT, Tianjin
International Trust & In-
vestment Corp., and
Tianjin No. 3 Chemical
Reagent Plant

Will supply technology for under-pressure
leak-sealing technology and equipment.
3/85.

LIC: Technology for tire vulcanizing presses.
$6-8 million, 3/85,

Will set up ammonia plants in Hainan. 3/85.

Will build a fiberglass plastic manufacturing
plant in Henan. 3/1/85.

Received an order to build high-speed poly-
ester spinning plants in Baoding, Tongling,
Acheng, and Dandong. 3/21/85.

Will build a polyester plant in Benxi.
3/21/85.

Insecticides. 4/5/85.

Awarded two contracts to revamp an ethyl-
ene plant and a nylon spinning plant. $10
million (Fr95 million). 4/10/85.

LIC: Polypropylene manufacturing technol-
ogy. 5/2/85.

Have agreed to develop and market new re-
fining and petrochemical technologies.
5/18/85.

Will build a chloralkali plant to produce
caustic soda. 5/22/85.

Will provide a complete membrane-cell
plant to produce potassium hydroxide.
5/22/85.

Construction Materials and Equipment

(Nepal)/Xizang

Magiboards Ltd. (UK)/
Beijing Foreign Trade
Corp.

1,500 tons of cement. 2/8/85.

Enamel Steel whiteboards. $31,000
(£25,000). 3/85.
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Covintec USA, subsidiary
of Covington Technol-
ogies/China Swiss Engi-
neering Ltd. (a PRC-Swiss
joint venture)

F.L. Smidth (Denmark)

Nittoboseki Co. Ltd. (Ja-
pan)/Taiyuan Slag Wool
Products Plant, Shanxi
and Shanxi International
Trust and Investment
Corp.

Nippon Kokan (Japan)

Consumer Goods
Sharp Corp. (Japan)

Sasib (Italy)/China Na-
tional Tobacco Corp.

Candy (Italy)/cimic

Zanussi (Italy)/NORINCO

Solitaire Products
(France)/Tianjin Foreign
Trade Corp.

Mitsui & Co. and Toshiba
Co. Ltd. (Japan)/
Changfeng Machine Plant
and China National Elec-
tronics Technology Im-
port and Export Corp.

Will sell machinery to manufacture Ther-
mal-lmpac Panels, a housing material,
4/8/85.

Received an order for a cement plant to be
built in Guangdong. $40.7 million (450 mil-
lion kroner). 4/23/85.

Leasing: A production line for mineral wool
insulating tubes. 5/13/85.

Won an order for 7,300 tonnes of steel
frames. 5/14/85.

LIC: Technology for refrigerator production
for a large Sichuan plant. 3/11/85.

A complete production line for cigarette
production and packaging. $50 million.
3/12/85.

Signed a letter of intent to convert an old
tool factory into a refrigerator production
plant. $5 million. 4/5/85.

Signed an agreement to construct a plant to
produce refrigerators. $17 million. 4/12/85.

Signed a contract to build a shoe polish
plant in Tianjin, 4/25/85.

Equipment to produce twin-vat washing
machines. 5/13/85.

Electronics and Electrical Equipment

Osmonics Inc. (US)

NCR (HK) Ltd./China
Electronic Import & Ex-
port Corp., Zi Jin Indus-
trial Information Corp.,
Nanjing

IBM (US)/Ministry of
Education

Telex Communications,
Inc. (US)/Tianjin Optical
Instruments Corp.

W.). Furse & Co. (UK)/
Shenzhen Coliseum

Cambex Corp. (US)/
Computer Industry Adm.

Tokyo Electric (Japan)

NCR (US) and Polydata
Systems Ltd. (HK)/China
Resources Purchasing Co.

Data General Corp. (US)/
Tianjin Computer Co.

Bone Markham Ltd. (UK)

El-Honeywell (Yugoslavia)

Semicon, Inc. (US)

Mindset Corp. (US)

Toshiba Corp. (Japan)/
Wuhan General Copying
Machine Plant

Signed an agreement to transfer technology
for reverse osmosis water purification used
in semiconductor production. 2/85.

Received an order for 200 super microcom-
puters. $2 million, 2/85.

Donated 100 multistation computers to
Chinese universities, 2/85.

Will sign an agreement to produce sound-
slide projectors. $1.8 million. 2/11/85.

Stage lighting and control equipment.
$161,525 (£130,000). 2/18/85.

Shipped 8 of 40 ordered IBM-compatible
mainframe computers, 2/22/85.

ASSEM: Computer printer units for assem-
bly at a plant in Shenyang, Liaoning.
2/25/85.

Order for a super minicomputer and Chi-
nese-language software, 3/85.

Signed a distributorship agreement. $10
million. 3/85.

Received contracts for a magnetic tape
coating line for a plant near Beijing. 3/85.

Two EI DPS 6 computers, 3/5/85.

Additional production equipment awaiting
US export license approval. 3/17/85.

500 personal computers. 3/22/85.

Signed a contract to provide plain paper-
copier technology and equipment. $77.8
million (J¥20 billion). 3/27/85.
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Sanyo Electric (Japan)

Semiconductor Co. (US)/
Shanghai No. 7 Radio
Factory

Future Computers (UK)/
TECHIMPORT and Ministry
of Agriculture, Animal
Husbandry & Fishery

Renful International Ltd.
(HK)/Chinese Communist
Party Central Committee
and State Council

Matsushita Electronics
Corp./Shandong Foreign
Trade Corp.

Marcom Electronic De-
vices Ltd. (UK)/Chun Shu
Rectifier Plant, Beijing

Hewlett Packard (US)

Computerland (US)

Bull Co. (France)

Aritsu Electric Co. (Ja-
pan)/China National
Electronics Technology
Import & Export Corp.
(CNETIEC) and Vanguard
Radio Instrument Factory

Fluke Co. (US)/CNETIEC
and Vanguard Radio In-
strument Factory

Jialing Electronic Co. Ltd.
(HK)/Shuguang Electronic
Tube Factory, Changsha
and CNETIEC

Tokyo Boeki Co. Ltd. and
TWD Electric Co. Ltd. (Ja-
pan)/Wanping Radio
Component Factory,
Jiangxi, and CNETIEC

Sino Foreign Develop-
ment Corp. (US)/CNETIEC,
Guangzhou Branch

BASF (W. Germany)/Aiwa
Electronics Co. Ltd.,
Shenzhen and CNETIEC

Hitec Corp. (Japan)/
Jinghua Radio Compo-
nent Factory and CNETIEC

ETA GmbH (W. Ger-
many)/Xinyun Material
Plant and CNETIEC

Hell Co. (W. Germany)/
Beijing College of Print-
ing, Beijing Electronic
Scanner Technical Train-
ing Center and China Re-
search Institute of Print-
ing Science and
Technology

Sperry Corp. (US)/CAAC

Apple Computer Inc.
(US)/ACI Kaihin Co. Ltd.
(a PRC-Singapore joint
venture)

Has set up a new company in Shenzhen to
produce silicon transistors, 3/28/85.

A silica plate integrated circuit production
line. 3/28/85.

187 computers. 3/30/85.

Donated seven computer systems for Chi-
nese governmental offices. 4/11/85.

Signed a contract for integrated circuit pro-
duction equipment. $12 million (J¥3 billion).
4/22/85.

LIC: Technology and parts to produce
power thyristors and silicon rectifiers.
$500,000 (£450,000). 4/25/85.

Received an order for 14 HP3000 systems,
5/85.

Opened the Beijing Computerland Institute
to provide training for primary and middle
school students. 5/3/85.

Sold mainframes, minicomputers, Questar
terminals, and Micral microcomputers, $6.5
million. 5/10/85.

Technology and equipment for production
of signal generators. 5/13/85.

Technology and equipment to produce
spectral analysers. 5/13/85.

Technology and equipment to produce lig-
uid display screens, 5/13/85.

Equipment and technology to produce di-
electric adjustable capacitors. 5/13/85.

Precision metal film resistor production
technology and equipment. 5/13/85.

Technology and equipment to produce
magnetic disks. 5/13/85.

Porcelain fine-tuning capacitor production
technology and equipment. 5/13/85.

Tantalum capacitor production technology
and equipment. 5/13/85.

Donated three printing scanners, $500,000.
5/13/85.

Received an order for a mainframe com-
puter and an airline software system.
5/20/85.

Reached an agreement to sell and distribute
Apple Il and Macintosh personal comput-
ers. 5/30/85.
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Electronics (Consumer)

Studer Revox Far East
Ltd./Yunnan Radio and
TV Services Co.

Matsushita Electric Indus-
trial Co. (Japan)/Shanghai
No. 3 Radio Plant

Television Technology
(Us)

Sankyo Seiki Mfg. (Ja-
pan)/Qingdao Microelec-
tronics Factory and
Qinfeng Machinery
Factory

Funai Electric Co. (Japan)

Philips (Netherlands)/
Shenzhen

Philips (Netherlands)/
Changchun TV Factory

Victor Co. (Japan)/China
National Light Industrial
Products Import & Export
Corp.

Received an order for a Harrison MR-3 con-
sole used in radio and TV production.
1/8/85.

Agreed to provide technical assistance in
radio-cassette production. 2/85.

Television transmitter kits, 2/21/85.

Technical assistance and equipment to pro-
duce micro motors used in audio equip-
ment. $1.2 million per plant (J¥300-500 per
plant). 3/85.

Has shipped videocassette recorders. 3/85.

Will deliver 10,000 LaserVision systems and
1.5 million disks. 3/85.

Received an order for television production
equipment. 3/28/85.

ASSEM: Will supply radio-cassette units for
assembly in Tianjin. 5/16/85.

Engineering and Construction

(W. Germany)

Ministry of Urban Affairs,
Housing, and Transport
(France)/Ministry of
Communications

Transroute and Screg
(France)/Beijing Highway
Adm.

Transroute (France)/
Beijing Highway Adm.

Will help develop and realign the Han River
in Shanxi and Shaanxi. 3/31/85.

Signed agreements to cooperate on feasibil-
ity studies for highway and expressway
projects, 5/6/85.

Signed a preliminary agreement to con-
struct two 30-km highway stretches in
Shanxi and Shandong. 5/7/85.

Signed a letter of intent to modernize BHA's
operations, 5/7/85.

Finance, Leasing & Insurance

American International
Group (US)/China Na-
tional Import-Export
Commodities Inspection
Corp.

National Australia Bank
Ltd./Jiangxi International
Trust & Investment Corp.

Sedgewick Group (UK)/
People’s Insurance Co. of
China

Food Processing
APV Mitchell Dryers (UK)

Baker Perkins (UK)

Bass Export (UK)/Bank of
China, Tianjin Interna-
tional Trust & Consul-
tancy Corp., and Tianjin
Cigarette and Wine Corp.

NA (Canada)

Simon Engineering (UK)/
Beijing Grain Bureau

Simon Engineering (UK)/
China National Agricul-
tural Machinery Import
and Export Corp.

Berlin-Consult (W. Ger-
many)/Jiangsu

Cibieval (France)
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Are cooperating to provide an insurance
claim inspection and survey service for
goods entering and leaving China. 4/11/85.

Signed a business cooperation agreement.
4/23/85.

Will be the leading reinsurance broker for
the Daya Bay nuclear power plant. 5/7/85.

Will supply equipment to produce gelatin.
$1.24 million (£1 million). 2/6/85.

Secured an order to supply equipment to
produce crackers and biscuits for a new fac-
tory in Zhaoging, near Hong Kong. 2/12/85.

Signed an agreement to expand a Tianjin
brewing factory. 2/15/85.

Large rotary ovens, kneading troughs, and
other bakery equipment. 3/14/85.

Will build a new soybean plant to include a
refining plant. 3/26/85.

Have an agreement to produce oilseed re-
fining equipment in China. 3/26/85.

Signed contract to provide consulting for
the construction of a meat packing plant. $5
million. 4/85.

Signed a contract to construct a meat pack-
ing plant. 4/15/85.

Pierre Cardin (France)

Foreign Aid
UNICEF

(Canada)/MOFERT

Opened a bakery in Beijing. 5/23/85.

Assistance for maternal and children’s
health facilities. $50 million. 3/15/85.

Signed a memorandum of understanding to
train auditors. Grant of $2.34 million (C$3.2
million). 4/9/85.

Machine Tools and Machinery

Electroheating Interna-
tional Ltd. (UK)

Mitsubishi Heavy Indus-
tries Ltd. (Japan)/
Jiangmen Diesel Engine
Works, Guangdong, and
EQUIMPEX

Harris Graphics Corp.
(US)/Chengdu Paper Co.,
Sichuan

Calorstat Industries
(France)

Kubota Ltd. (Japan)

Hornefors Bruk
(Switzerland)

Voith (W, Germany)/
Jincheng Paper Mill,
Liaoning

Repco (Australia)/
MACHIMPEX and
Hangzhou Bush Bearing
Factory, Zhejiang

Saginaw Machine Sys-
tems Inc. (US)

Hielbornn and
Siempelkamp (W.
Germany)

Mitsubishi Heavy Indus-
tries Ltd. (Japan)

Flow Systems Inc. (US)/
China National Aero-
Technology Import & Ex-
port Corp.

Mitsubishi Heavy Indus-
tries Ltd. (Japan)/
MACHIMPEX and Liaoning
Testing Equipment
Factory

LSB Industries Inc. (US)/
Shanghai Foreign Trade
Corp. and Shanghai
Pujian Bearing Factory

Dover Japan Inc./China
State Shipbuilding Corp.

Received an order for an induction tube
welder. 12/84.

ASSEM: Signed an agreement to supply
parts to assemble small diesel engines.
12/26/84.

Delivered a business forms press. 2/1/85.

Signed a contract to provide blower tech-
nology. 2/16/85.

LIC: Technology to provide butterfly valves
and rotors used in thermal electric plants
for a factory in Tieling, Liaoning. $200,000
(1¥50 million). 2/19/85.

Sold a used paper mill to a plant in Yibin,
Sichuan. $2.2 million. 3/85.

Delivered Duoformer twin wire paper pro-
duction equipment. 3/85.

Negotiating sale of technology and materi-
als to manufacture copper bearings. $1.2
million (Aus$2 million). 3/6/85.

Sold a crankshaft-pin turning machine to a
major Chinese automotive company.
$750,000. 3/11/85.

Plywood and shaving board production
equipment for a mill in Hunan. 3/25/85.

Received an order for a refuse incineration
plant for Shenzhen. 3/26/85.

Signed contracts to set up a service center
for Flow Systems waterjet and abrasivejet
cutting systems, to provide the technology
to produce cutting machines, and to pur-
chase machinery for demonstration pur-
poses, $2-5 million. 3/29/85,

LIC: Technology, parts, and equipment to
produce semi-hermetic compressors. $2.2
million (J¥550 million). 3/29/85.

Agreed to sell technology and equipment to
produce bearings. 4/4/85.

LIC: Signed a contract to provide the tech-
nology to produce stern tube seals for a
plant in Wuhan, $200,000+ (J¥50 million).
4/11/85,

Metals, Minerals & Processing Technology

Holton Machinery (UK)/
China Metallurgical Im-
port-Export Corp., Hu-

nan Branch

Minero Peru

(W. Germany)

Babcock Wire Equipment
(UK)

Doduco KG
(W. Germany)

Signed a contract for a complete cold-ex-
trusion plant and down-stream equipment.
$621,000 (£500,000). 12/84.

3,000 tonnes of zinc. 2/5/85.

Will grant technical assistance for feasibility
studies for a design of two coal mines in
Shanxi. $1.5 million (DM4.5 million). 2/6/85.

Negotiating the sale of a metal extrusion
machine. $124,000 (£100,000). 2/7/85.

Signed a contact materials cooperation con-
tract. $3.24 million (DM10 million). 2/8/85.
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Stein Heurtey, subsidiary
of Midland Ross (France)

Ziscosteel and Mineral
Marketing Corp. (Zimba-
bwe)/MINMETALS

Krakatau Steel
(Indonesia)

AEG-Telefunken AG and
Mannesmann Demag
Sack GmbH (W. Ger-
many)/TECHIMPORT

KHD Humboldt Wedag
AG (W. Germany)/
TECHIMPORT

Sumitomo Metal Mining
Co. (Japan)

Krupp Widia GmbH (W.
Germany)/Tianjin Ce-
mented Carbide Factory

Metallgesellschaft AG
and Preussag AG (W.
Germany)

Canadian Potash Exports
Ltd.

Hitachi Zosen Corp. (Ja-
pan)/TECHIMPORT

Fata-New Hunter (Italy)/
MACHIMPEX

Pechinery Group
(France)/China Nonfer-
rous Metals Industry
Corp.

Military Equipment
Dassault-Breguet (France)

Flight Refuelling (UK)

(Italy)/Ministry of Defense
Industry

Mining Equipment
Gordon Audio Visual Ltd.
(UK)

Packaging

Inter-G (France)/Kui Seng
Enterprise Ltd.

Mitsubishi Heavy Indus-
tries Ltd. (Japan)/
MACHIMPEX

C.E. King Ltd. (UK)/Sino-
Swed Pharmaceutical
Corp. Ltd. and Sino-
American Shanghai
Squibb Pharmaceutical
Ltd. (PRC-foreign joint
ventures)

Bone Markham Ltd. (UK)

Signed a contract to provide a reheating
furnace for the Baoshan Steel Works.
2/12/85.

30,000 tons of steel products. $6 million,
2/15/85.

5,000 tonnes of wire rod. 2/19/85.

Received an order to modernize a hot strip
mill at a Chinese plant. $13.55 million
(DM45 million). 2/22/85.

Received an order to build an alumina cal-
cining plant in Shanxi. 3/85.

Will build an electrolytic copper refining
plant in Guixi, Jiangxi. $3.8 million (J¥1 bil-
lion). 3/1/85.

Signed a contract to supply machinery and
the expertise to produce cobalt, tungsten
carbide, and cemented carbide for use in
metal machining and forming. $9 million
(DM30 million). 3/5/85.

Have a tentative agreement to build a lead
smelter. 3/5/85.

750,000 tons of potash in 1984 and an ex-
pected 5 million tons from 1985 to 1990.
4/1/85.

Signed a contract to provide two continu-
ous casting plants to be installed at the
Baoshan Steel Works. $240 million,
4/16/85.

Concluded an agreement for an aluminum
rolling mill for sheet aluminum. 4/17/85.

Signed contracts for aluminum foil and
electric condenser processing facilities, five
coilers for aluminum sheet, two continuous
casting units for aluminum strip production,
and equipment to produce aluminum heat
exchangers for refrigerators, $13 million.
5/17/85.

Negotiating to sell Mirage 2000 aircraft.
2/15/85.

Signed a contract to provide a target used
to simulate Exocet and other missiles for
warship crew training. 2/22/85.

Signed an agreement to sell radar systems,
plans, helicopters, mines, torpedoes, elec-
tronics, and hydrofoils, and train Chinese
troops in parachuting and mountain climb-
ing. 4/7/85,

Sold high-speed analysis camera systems
and equipment. 4/85.

Will sign a contract to build a glass bottling
plant near Macao. $11.7 million (Fr110 mil-
lion). 12/20/85.

LIC: Technology for small-size bottling ma-
chines. 12/25/85.

Received orders for three tablet-packaging
lines. $497,000 (£400,000). 2/85.

Obtained a contract for a coextrusion and
laminating line for toothpaste tube materi-
als. 3/85.
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Fata-New Hunter (Italy)/
MACHIMPEX

Sold a plant to be located in Tianjin to pro-
duce flexible wrapping materials. 4/17/85.

Petroleum, Natural Gas, & Related Equipment

JGC Corp. and Marubeni
Corp. (Japan)/
TECHIMPORT

British Gas Corp./China
National Oil & Gas Ex-
ploration & Development
Corp.

Cougar Tools Ltd. (UK)

Offshore Marine Engi-
neering (UK)/CNOOC

Noll Rig & Equipment
Mfg. Co. Ltd, (Canada)/
MACHIMPEX

Tokyo Gas Co. (Japan)/
Beijing Municipality Gas
Co.

(Canada)

Reading & Bates Con-
struction Co. (UK)/
MACHIMPEX

Solum Oil Tool Corp.
(US)/Ministry of Petro-
leum Industry

Far East Equipment Corp,
(Us)

CSR Orient Qil Pte. Ltd.,
BHP Petroleum (China)
Inc., Basin Qil N.L., and
Base Resources Ltd. (Aus-
tralia)/CNOOC

Pharmaceuticals

Hoescht (W. Germany)/
Shanghai Institute of
Pharmaceutical Industry

Pharmacia AB (Sweden)/
Shanghai Institute of
Pharmaceutical Industry

Ports
Simon-Carves (UK)

Power Plants & Equipment

Alsthom-Atlantique
(France)/Fujian Invest-
ment & Enterprise Corp.

Ecolaire Inc. (US)/Minis-
try of Machine Building

Rolls Royce (UK)/China
National Aerotechnology
Import-Export Corp.

(Argentina)

Mitsubishi Heavy Indus-
tries Ltd. (Japan)/
TECHIMPORT and
Huangtai Thermal Power
Station, Shandong

Kraftwerk Union, subsid-
iary of Siemens (W.
Germany)

British Columbia Hydro
International (Canada)/
Electric Power Research
Institute

Received orders for three liquefied petro-
leum gas and one liquified natural gas plant
for oilfields in Liaoning and Shandong. $9.9
million (J¥2.5 million). 12/27/85.

Was awarded a consultancy contract to de-
sign a 370 km pipeline between Henan and
Hebei. 2/85.

Offshore oilfield equipment. $500,000.
2/5/85.

Received a contract for a deep-sea diving
vessel. $1.1 million (£900,000). 2/14/85.

Contract for five mobile oil rigs for onshore
wells, $6.3 million. 3/85.

Will build a gas meter plant. $800,000
(1¥200 million). 3/6/85.

Signed a memorandum of understanding to
cooperate to improve China’s energy con-
servation and oil and gas production. $4.8
million (C$6.3 million). 3/38/85.

LIC: Signed a contract for a horizontal drill-
ing rig. 4/15/85.

Awarded a contract for two gravel-injection
blending units for use at the Shengli oilfield,
Shandong. $1 million+. 4/21/85.

Five land-based oil rigs. $10 million+.
5/16/85.

Will sign a exploration contract for a 1,080
sq mile area north of Hainan. 5/28/85.

Signed a 10-year cooperation agreement
covering exchange of scientists and technol-
ogy and joint research on new drugs.
3/4/85.

Signed a technical and commercial cooper-
ation agreement. 5/1/85.

Signed a contract to supply two ship un-
loaders for grain receipt and storage.
2/12/85.

Won a contract for two gas-turbine power
stations. 3/27/85.

Signed an agreement to provide technology
for handling ash from coal-fired electric
power plants. 4/12/85.

Signed a contract for the manufacture of
gas turbine engines for the Xinjiang oilfield.
$19.9 million (£16 million). 4/16/85.

Signed a cooperation agreement on peace-
ful uses of nuclear energy. 4/15/85.

Signed an agreement to supply a boiler.
$39.7 million (J¥10 billion), 4/26/85.

Plans to sell two nuclear power plants.
$3.95 billion (DM12 billion). 5/85.

Signed a hydroelectric power technical as-
sistance contract. $7.5 million. 5/2/85.



International Rectifier
Corp. (US)/Tianjin Inter-
national Trust & Invest-
ment Corp. and
TECHIMPORT

China-American Interna-
tional Engineering Inc.
(US-PRC joint venture)/
Guangzhou Power
Development Corp.

Property Development

Kim Realty Investment, jt.
subsidiary of Lee Kim Tah
and Woh Hup Cos. (Sin-
gapore)/Xiamen Con-
struction Project Corp.

Hong Leong Group
(Signapore)

Kisaburo Architects and
Engineers (Japan)

Intercontinental Hotels
Corp. (US)

Mutual Oil of American,
Inc. (US)/Hai Lin Jie Inter-
national Information En-
gineering Co. Ltd,,
Shenzhen

Scientific Instruments
Kane-May (UK)/Shanghai
Automation Factory and
Nanjing Analytical Instru-
ments Factory

Charmilles/ESI
(Switzerland)

Crown Agents (UK)/
TECHIMPORT and Shang-
hai Fisheries College

Fisher Scientific (US)/
Baoshan Iron & Steel
Works

VG Isotopes (UK)/Minis-
try of Geology, Chinese
Academy of Sciences,
and Geological Research
Institute

CompaAir Industrial Ltd./
CATIC

Fisher Controls (HK)/
SINOPEC

Datron Instruments Ltd,
(UK)/China Electronics
Import & Export Corp.,
Tianjin Branch

Mizuho Electric Industry
(Japan)/Nanjing Invest-
ment Corp., Fujian

Keihin Densokko Co. (Ja-
pan)/China Electronics
Import & Export Corp.
Beijing Branch

Shipping
Celsiunator (SA) Pty. Ltd./

China Ocean Shipping
Co.

C.H. Bailey (UK)

Osaka Shipbuilding Co.
and Oshima Shipbuilding
Co. (Japan)/ Fujian Ship-
building Corp.
(Australia)/China United
Shipbuilding Corp.

64

Signed a contract for technology to manu-
facture high-voltage thyristor and rectifier
products, $4.2 million. 5/13/85.

Signed an agreement to build a coal-fired
power plant. 5/20/85.

Signed an agreement to construct a hotel in
Xiamen. 5/7/85.

Will build a hotel in Xiamen. $22 million,
5/7/85.

Will design the new Beijing International
Service Center. 5/13/85.

Will manage the Overseas Forum Hotel in
Shenzhen. 5/17/85.

Signed an agreement to develop and help
construct an oil refinery, harbor facilities, a
railroad, and an information center on the
Nantou Peninsula, $450 million+. 5/17/85.

Received contracts for infrared thermom-
eters and combustion analyzers. $2.17 mil-
lion (£1.75 million). 1/24/85.

Sold an electron beam processor. 2/85.

Won an order for a fishing and navigation
simulator. $165,000 (£133,000). 2/15/85.

Awarded a contract to equip the plant with

quality control facilities, $3 million. 2/18/85.

Sold two thermal ionization mass
spectrometers. $621,250 (£500,000).
2/28/85.

Electro-hydraulic pressure ration and anti-
surge controls. $621,250 (£500,000). 3/85.

Received contracts for control valve, mea-
surement instrumentation, and control
room instrumentation products. $1 million.
3/85.

Signed an agreement for cooperation on
multimeter production. $4.34 million (£3.5
million). 3/85.

Production of mini-lab systems. 3/85.

LIC: Technology to produce magnetic mea-
suring machines. 4/11/85.

Sold 24 crane spreaders for handling con-
tainers. $125,000 (HK$975,000). 12/31/84.

Sold part of a floating dock for demolition
in Ningbo. 2/13/85.

Signed an agreement to modernize Fujian’s
shipbuilding industry. 3/2/85.

Will demolish a former naval flagship.
5/1/85.

Ministry of Urban Affairs,
Housing, and Transport
(France)/Ministry of
Communications

Telecommunications
Telenokia (Finland)

Hasna (Switzerland)/
Guangzhou Economic
and Technological Devel-
opment Zone

LM Ericsson Telefon AB
(Sweden)

Cable & Wireless (UK)/
Guangdong Posts and
Telecommunications
Adm. Bureau

Telecom Australia/Minis-
try of Posts and
Telecommunications

STC Telecommunications
Ltd. (UK)/Ministry of
Posts and
Telecommunications

Egyptian Radio and Tele-
vision Union/Ministry of
Posts and
Telecommunications

Alcatel Thomson (France)

(E. Germany)/Ministry of
Posts and
Telecommunications

Nixdorf Computer Ltd,
(W. Germany)/No. 1 Ra-
dio Factory, Jinan, and
Shenzhen Electrical Ap-
pliance Co.

Textile Plants & Equipment

Babcock
Textilemaschinen GmbH
(W. Germany)/
MACHIMPEX and China
National Textile Machin-
ery Corp.

Transportation Equipment
O'Phee Industries (US)/
Beijing Agro Machinery
Corp. and Beijing Trailer
Co.

Denro Laboratories, sub-
sidiary of CP National
Corp. (US)/Guangzhou
Airport

Polar Motors (UK)/China
National Automotive In-
dustry Import-Export
Corp.

Aeéroports de Paris
(France)

Fuji Heavy Industries (Ja-
pan)/Ministry of Railways

B&D Instruments (France)
Saab-Fairchild (Sweden)

Batchelor Enterprise (US)

Chrysler Corp. (US)/First
Automobile Works,
Changchun

Signed an agreement to cooperate in water-
ways and shiplocks management and con-
struction and management of river ports.
5/4/85.

Received an order for 12 38-channel PCM
systems for Zhuhai. 1/28/85.

Signed a contract to sell telephone ex-
change equipment and a digital microwave
system. $62 million. 2/85.

Received orders for Axe digital telephone
exchanges for the cities of Dalian, Beijing,
Qinhuangdao, and Ningbo. $17 million,
3/6/85.

Signed an agreement 1o cooperate on the
joint development of semi-automatic tele-
phone dialing equipment. 3/20/85.

Signed a technical cooperation memoran-
dum. 3/27/85.

Signed a contract for a high capacity single-
mode optical system to link Guangzhou and
Foshan in Guangdong. $621,250 (£500,000).
4/85.

Signed a cooperation agreement, 4/14/85.

Won an order for three digital telephone
switching systems. $3.8 million (Fr35 mil-
lion). 4/25/85.

Will sign an agreement on scientific and
technological cooperation. 4/25/85.

Sold telephone switching systems.
$500,000. 5/17/85.

Signed an agreement to jointly produce
Artos loop steamers, $3.2-%5 million
(DM10-15 million). 1/85.

LIC: Grain tippling trailers and technology.
1/2/85.

Will deliver an air traffic control system.
2/5/85.

Sold a Ford truck. $16,460 (£13,250).
2/6/85.

Signed a contract to design and plan an air-
port for Xining, Qinghai. 2/8/85.

Six units of railway cars for electrification
work. 3/85.

15 measuring instruments for installation in
transport jets. 3/9/85.

Negotiating sale of 50 SF340 aircraft,
3/23/85.

Has agreed to sell five Boeing 707-300C air-
craft to a Shanghai-based airline. 4/8/85.

Signed an agreement to study the manufac-
ture of 2.2 liter engines and minivans.
4/10/85.
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McDonnell Douglas
Corp. (US)/Shanghai Avi-
ation Industry Corp. and
China Aviation Supplies
Corp.

Overseas Joint Group,
subsidiary of Hechang
Comprehensive Enter-
prises Ltd. (HK)/
Zhengzhou Railway
Adm., Henan

Airbus Industries/China
Aviation Supplies Corp.
for CAAC

Hawker Pacific Pty. Ltd.
(Australia)/CAAC and
CATIC

Ministry of Communica-
tions (Poland)/Ministry of
Railways

General Electric Corp.
(US)/MACHIMPEX

British Aerospace (UK)/
China Aviation Supplies
Corp.

Boeing Co. (US)/CAAC

Miscellaneous
Eurounion Ltd. (UK)

Amicus Television (Aus-
tralia)/China Central
Television

Japan-China Fishery
Council/Ministry of Agri-
culture, Animal Hus-
bandry & Fishery

NBC International, sub-
sidiary of RCA Corp. (US)

Cluff Investments and
Trading Ltd. (UK)

TF1 Co. (France)

Vekoma International
(Netherlands)

Queens College of the
City University of New
York (US)/Ministry of Ma-
chine-Building, Language
Training Center

European Chinese Tech-
nology Corp., Ltd. (UK)/
Tianjin New Technology
Development Corp. and
CCPIT, Tianjin Branch

Signed an agreement to cooperate in pro-
ducing MD-82 aircraft, 4/12/85.

Reached a tentative settlement to construct
a railway station terminal. $200 million.
4/15/85.

Received an order for three wide-body
A310-200 airliners. 4/16/85.

Has negotiated contracts to supply aircraft
parts and overhaul jet engines. 4/19/85.

Signed a railway technology cooperation
agreement. 4/24/85.

Signed contracts for 200 electric locomo-
tives. $200 million. 4/24/85.

Signed a memorandum of understanding to
supply 10 passenger jets. $150 million.
4/25/85.

Sold eight jetliners. $350 million. 5/23/85.

Received an order for 22 bumper boats for
amusement parks in Shanghai and Beijing.
$70,000 (£56,000). 2/14/85.

Sold 85 hours of television programming.
$100,000. 2/21/85.

Signed an agreement on fishery operations
in the East China and Yellow seas. 3/9/85.

Sold a television program on the life of Tos-
canini. 3/22/85.

Have an agreement to act as exclusive trad-
ing and investment agent for Ningbo and
Wenzhou. 3/25/85.

Signed a contract to exchange films, docu-
mentaries, news, and sports programs.
3/27/85.

Sold a Canyon Trip ride to a Chinese
amusement park. 3/30/85.

Signed a contract to provide an English-lan-
guage training program for scientists and
engineers. 5/1/85.

Signed cooperation contracts to develop in-
formation and technical training and to
hold exhibitions, 5/9/85.

b
"5

Foreign Party/
Chinese Party

CHINA’S EXPORTS THROUGH MAY 31

Product/Value/
Date Reported

Agriculture
(South Korea)

Electronics

Samkor Computer Sys-
tems Ltd. (HK)/Shenzhen
Electronics Research
Institute

600,000 tonnes of corn in the past six
months. 2/12/85.

Sold 100 Chinese-character generator cards.

2/85.
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Foreign Aid
Red Cross Society of
Thailand

(Africa)
(Guinea)
(Congo)

UNESCO

(Western Samoa)
(Papua New Guinea)
Military Equipment
(fran)

Minerals

Japan Coal Development
Co., Electric Power
Development Co.,
Mitsubishi Mining & Ce-
ment Co., and Sumitomo
Cement Co./China Na-
tional Coal Import & Ex-
port Corp.

Petroleum

Coastal Corp. (US)/
SINOCHEM

Caltex Australia

Textiles

Hanil Carpet Co. (S.
Korea)

Trade Agreements
USSR, Philippines, EEC

Thailand

E. Germany

Sierra Leone, Tanzania,
France, and Ecuador

Transportation Equipment

Zeller Co. and Panax Co.
(US)/Hangzhou
Couplings Factory

General Electric Co. (US)/
MACHIMPEX

Relief funds for Indochinese refugees. $1
million. 3/12/85.

50,000 tonnes of grain in first half of 1985.
3/13/85.

700 tonnes of maize, 3,000 tonnes of rice
seeds, and biogas equipment. 4/2/85.

Signed a protocol to send Chinese medical
teams to Congolese hospitals. 4/2/85.

$600,000. 4/8/85.
$500,000 grant, 4/22/85,
$800,000 grant. 4/25/85.

Signed a two-year arms agreement. $1.6 bil-
lion. 3/28/85.

Have agreed to purchase 2.3 million tons of
steam coal. $40.44 tonne fob. 4/9/85.

Will process Chinese crude oil. 2/11/85.

Will import a trial shipment of 350,000 bar-
rels of heavy crude from Daqing. 4/29/85.

Carpets from Tianjin, 2/12/85.

Signed trade agreements in April and May.

Signed agreements on investment protec-
tion and on establishing a joint committee
on economic cooperation. 3/12/85.

Signed a protocol on technical and scientific
cooperation. 4/26/85.

Signed agreements on economic and tech-
nological cooperation in March, April, and
May.

Will purchase 200,000 auto transmission
couplings. 3/27/85.

Will purchase locomotive parts. $2.8 million.
4/24/85.

b 4p
R 5

Foreign Party/
Chinese Party

JOINT VENTURES AND DIRECT
INVESTMENT THROUGH MAY 31

Arrangement/Value/
Date Reported

Agriculture

NA (Japan)/Lishu State
Farm, Jilin

American Kolgate Vege-
table and Fruit Co. Ltd.

(HK)/Shenzhen Agricul-
ture Reclamation Co.

Signed a contract to manage a corn and
chicken farm. 5/11/85.

Set up the China Agriculture Reclamation of
Vegetable and Fruit Ltd. to introduce vege-
table and fruit hydroponic technology. In-
vestment: $2 million, (50-50). 5/13/85.
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Chemicals and Chemical and Petrochemical Plants & Equipment

Lithcon Petroleum USA/
SINOPEC International

Dainippon Ink & Chemi-
cals Inc. (Japan)/
Shenzhen Light Industry
Corp. and Shanghai Ink
Corp.

Takahashe Precision Ma-
chines Co. Ltd. (Japan)/
Dalian Plastics Industry
Corp.

Polysar Ltd. (Canada)/
Gaogiao Petrochemical
Corp.

Construction Materials

American Standard Inc.
(US)/Qingyuan County
Economic Development
Corp. and China National
Light Industrial Products
Import-Export Corp.,
Guangzhou Branch

Pennvasia Ltd., subsidiary
of PPG Industries (US)/
China Southern Glass
Mfg. Co.

NA (Egypt)/islamic Inter-
national Investment Co.,
Ningxia

Daqing Enterprise Co.
Ltd. (HK)/Fushun Alumi-
num Co.

Consumer Goods

Toppan Moore (Japan)/
Beijing Paper and Pack-
age Industry Corp.

Bandai Toy Co. (Japan)/
Fujian Foreign Trade
Corp.

Choong and Han Invest-
ments Ltd. (HK)/Liming
Paper Making Mill, Hebei

Ministry of Machine
Tools and Electronics In-
dustry, Precision Instru-
ment Research Institute
and Electronics Industrial
Import & Export Corp.
(Romania)/Tianjin Wrist-
Watch Factory

Calo Development Co.
Ltd. (HK)/Beijing Western
Suburbs Timber Factory

Young's Enterprises (HK)/
Hebei International Trust
& Investment Corp. and
Handan City Leather
Products Factory

Universal International
Toys (Holdings) Co. Ltd.
(HK)/Shanghai Toy Im-
port & Export Corp.,
SITCO, Shanghai Indus-
trial & Commercial Patri-
otic Construction Corp.,
and BOC, Shanghai
Branch
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Formed Sinocon Petroleum Co. based in
Houston to market paraffin wax in the US.
3/28/85.

Reached an agreement to establish a joint
printing ink venture in Shenzhen. Capital: $3
million. (Japan:40%-PRC:60%). 4/9/85.

Formed the TD Mould Center Co. Ltd. in
Nagoya, Japan, to design and manufacture
plastic moulds for appliances, automobiles,
and tools, Investment: $400,000. (Ja-
pan:51%-PRC:49%), 4/24/85.

Signed an agreement to jointly produce and
market synthetic rubber latex in China. (50-
50). 4/26/85.

Signed a contract to set up Hua Mei Sani-
tary Ware Ltd, near Guaanhou to produce
plumbing fixtures. $11 million. (US:51%-
PRC:49%), 4/9/85.

Have begun construction of the Guangdong
Float Glass Co. Ltd. located in Shekou,
which will manufacture glass, chemicals,
and coatings. $50 million. 4/12/85.

Will set up a venture in Egypt to produce
blocks, bricks, and door and window
frames. 4/27/85.

Will set up the Dalian Pacific Aluminum
Building Materials Co. in Liaoning to pro-
duce doors, windows, cupboards, etc. In-
vestment: $15.5 million (¥44 million),
5/3/85.

Will set up a venture to produce computer
business forms. 3/6/85.

Signed a 15-year agreement to set up China
Fuwan Toy Ltd. located in Fuzhou to pro-
duce toys. Investment: $4 million. 3/24/85.

Signed a 10-year contract to set up the
Yayou Maternity and Child Hygiene Articles
Co. to produce and market maternity and
child hygiene articles. Investment: $750,000;
Capital: $250,000. (HK:25%-PRC:75%).
4/15/85.

Signed an agreement to jointly produce
wrist watches in Romania. 4/15/85.

Signed a 10-year agreement to form the
Beijing Calo Furniture Factory to produce
mattresses, furniture, and other houseware
materials. Investment: $325,000 (¥1 million),
(HK:60%-PRC:40%). 4/22/85.

Signed a 10-year agreement to set up the
Hebei International Leather Products Co.
Ltd. to produce brief cases and other leather
products. Investment: $800,000 (¥2.5 mil-
lion); Capital: $390,000 (¥1.11 million).
(HK:25%-PRC:75%). 4/22/85.

Established Shanghai Universal Toys Co. Ltd.
to produce tin toys. Investment: $3.52 mil-
lion (¥10 million); Capital: $1.8 million (¥5
million). (HK:35%-PRC:65%). 5/6/85.

Carroway Enterprises Ltd.
{(HK)/Shanxi Commercial
& Labor Service Corp.

Klockner Stadler Hurter
Ltd. (Canada)/CImiC

Set up the Zhongbei Color Photo Co. in Tai-
yuan to develop and print color film, shoot
commercials, assemble appliances, lease film
equipment, and provide consultancy ser-
vices. Capital: $200,000. 5/13/85.

Discussing a papermaking and pulp process-
ing venture in Guangxi or Fujian, Invest-
ment: $105,600 (¥300 million). 5/16/85.

Electronics and Electrical Equipment

Nam Tai Group (HK)/NA

Toppan Moore (lapan)/
Ministry of Textile Indus-
try, Engineering Institute

Yun Hoi Trading Co.
(HK)/Linfen Electronics
Equipment Factory and
BOC Trust, Taiyuan
Branch

Chiu Hwa Electronics Ltd.
and William Electronics
Engineering Co. (HK)/NA,
Dalian

Bailey Controls Co. (US)

Hitachi Ltd. (Japan)/Insti-
tute of Railway Science,
Ministry of Railways

Philips International
(Netherlands)/China Na-
tional Electronics Import
& Export Corp,, Beijing
Branch and Beijing Radio
Factory

Electronics (Consumer)

Likoton Co, Ltd. (HK)/
Tianjin Trust & Consul-
tancy Corp. and Tianjin
No. 15 Semiconductor
Appliances Industrial
Corp.

Kong King International
Ltd., subsidiary of Wong's
Industrial (Holdings) Ltd.
(HK)/Jiangxi Electronic In-
dustries Corp.

ASSEM: Siined a contract to set up a factory
in Guangzhou to assemble calculators, $1.3
million (HK$10 million). 2/85.

Have agreed to set up Xijing Computer
Technical Development Co. to sell IBM Ja-
pan personal computers. Capital $600,000.
3/6/85.

Signed a 10-year contract to set up Linhoi
Electronics Industry Co. Ltd. in Shanxi to
produce computers and other electronic
products, 4/1/85.

Will set up the Dalian Orient Computer
Technology Development Co, Ltd. to pro-
duce microprocessors, develop computer
technology, and provide consultancy and
training services. Investment: $422,000 (¥1.2
million). 5/3/85.

Opened the Beijing Bailey Technical Center
to sell and service its process controls,
5/3/85.

Signed an agreement to jointly develop Chi-
nese-language microcomputer software and
export personal computers to the ministry,
5/6/85.

Signed a 25-year agreement to manufacture
and sell audio and video products. Invest-
ment: $4.8 million, (50-50). 5/13/85.

Set up the Tianjin Xinzhong Electronics
Products Factory Ltd. to produce lighters,
pens, meters, watches, and clocks. Invest-
ment: $141,000 (¥400,000). (HK:45%-
PRC:55%). 4/1/85,

Will form a venture to manufacture VCRs,
washing machines, refrigerators, and other
appliances. $10 million. 4/29/85.

Engineering and Construction

Shimizu Construction Co.
Ltd. and Nissho Iwai
Corp. (Japan)/CITIC and
Beijing Institute of Archi-
tectural Design

Chodai Co. (Japan)/Wu-
han Bridge & Foundation
Engineering Corp., Minis-
try of Railways

Takenaka Komuten Co.
(Japan)/Chang Cheng
Construction Corp.

Set up the China Prosperity Building Design
Joint Venture Corp. Ltd. to build a trade
center and office complex in Hangzhou and
provide other design and consultancy ser-
vices, Capital: $1 million. 2/6/85.

Reached a basic agreement to set up a com-
pany to design and supervise construction
of large-scale bridges. 4/9/85.

Will establish Chang Cheng-Takenaka Con-
struction Co. in Beijing to undertake con-
struction design, materials procurement,
and provide consultancy services, 4/22/85.

Finance, Insurance, and Leasing

Japan Leasing Co. and
Long-Term Credit Bank
of Japan/Shanghai For-
eign Trade Corp., China
Leasing Co., and Bank of
Industry and Commerce
Trust & Investment Co.

Food Processing

NA (US)/Urumgi Eco-
nomic Development Co.
Ltd., Xinjiang

Set up China Pacific Leasing Co. in Shanghai
to import technology and raise funds to up-
grade enterprises in the Shanghai Economic
Zone. (Japan:25%-PRC:75%). 4/15/85.

Signed an agreement to form a company to
produce French fries. 2/1/85.
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Orchid Foods Interna-
tional Inc. (US)

V-Mark Trade Co. (HK)/
China Joint Animal Hus-
bandry, Industrial &
Commercial Corp.,
Honey Corp.

Coca-Cola Co. (US)/
Zhuhai Beverage Co. and
Macao Beverage Co.

Borden Inc, (US)/Qigihar
First Light Industry
Bureau

Nisshin Oil Mills Ltd.,,
Mitsubishi Corp., and
Liaoning Corp. (Japan)/
Dalian Oil and Fat Indus-
try Factory, Dalian Eco-
nomic & Technical
Development Corp.

Dairy Farm (HK)/
Guangdong Food Indus-
try Technical Develop-
ment Corp.

Machinery
NA (Italy)/NA

Steinmuller Inc. (W, Ger-
many)/CITIC

Atlas Copco (Sweden)/
MACHIMPEX

Chloride Group PLC (UK)
and Singer Products Inc.
(US)

Medical Equipment

National Patent Develop-
ment Corp. (US)/Wuhan
Medical Group and
Huaxing Scientific Devel-
opment Corp,, Shanghai

Minerals & Metals

International Geosystems
Corp. (Canada)/Jiangxi
Engineering Consulting
Corp.

Hamersley Iron (Austra-
lia)/China Metallurgical
Import & Export Corp.

Metro Industries (Austra-
lia)/China Metallurgical
Import & Export Corp.

Packaging

Daiwa Packaging Co. (Ja-
pan)/Chinese Academy
of Sciences

M C Packaging (HK) Ltd./
Guangzhou Beverage In-
dustry Corp., China Na-
tional Packaging Import
& Export Corp., China
Light Industry Enterprise
Ltd., and Guangzhou In-
dustrial Development
Corp.

Petroleum

Weir Engineering Services
(UK)/Guangzhou Marine
Geological Exploration,
Energy Machines and
Tools Technology Corp.,
and Dong )ing Resources
Exploitation Co.

Signed a 10-year agreement to set up the
Tianjin-Orchid Fast-Food Co. Ltd. $300,000.
(US:40%-PRC:60%). 3/2/85.

Signed a contract to set up the Sino-HK Nu-
tritional Food Co. in Beijing to produce
honey, pollen, jelly, and other honey prod-
ucts, Investment: (¥1 million). Capital:
$106,000 (¥300,000). (HK:40%-PRC:60%).
5/13/85.

Set up the Zhuhai Coca-Cola Bottling Co.,
Coca-Cola’s fourth plant in China. 4/19/85.

Signed a letter of intent to form a venture te
produce powdered milk. (50-50). 4/23/85.

Have agreed to set up a venture to produce
edible oil in Dalian. 4/23/85.

Signed a 30-year contract to set up the In-
ternational Food Corp. Ltd. to process
meats and vegetables and to produce bis-
cuits, candy, seasonings, and other prod-
ucts, Investment: $14 million, (HK:70%-
PRC:30%). 5/22/85.

Provided equipment to start the Dongyide
Laundry Factory in Beijing to provide
drycleaning service. 3/4/85.

Discussing joint production of industrial
boilers. 3/22/85.

Jointly established a parts supply center in
Beijing for mining machinery, air compres-
sors, and construction machines. 4/3/85.

Plan to jointly produce batteries in China.
4/18/85.

Agreed to form two ventures to sell Caridex
100 Dental Caries Removal Systems. 4/4/85.

Formed Geosystems Engineering Interna-
tional in Beijing to market computer prod-
ucts for mineral exploration and mining.
(Can.:30%-PRC:709%). 4/85.

Plan to jointly mine Australian iron ore.
$137.9 million (Aus$200 million). (Aus:60%-
PRC:40%). 4/4/85.

Discussing construction of a joint plant to
produce steel webbing. 4/4/85.

Agreed to form a joint company to produce
food packaging materials. 3/26/85.

Have set up the Guanghzou M C Packaging
Ltd. to produce cans and ring-pull lids in
Guangzhou. Investment: $30 million.
4/20/85.

Set up the Nanyou-Weir Engineering Ser-

vices Corp. to supply maintenance, service,
and training facilities to foreign oil compa-
nies exploring Nanhai fields. (50-50). 2/85.
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Pharmaceuticals

Chinese-Japanese Tonic
Medicines Co. Ltd. (Japa-
nese-PRC joint venture)
and NA, (Japan)/
Dongfeng County
Pharmaceutical Factory,
Jilin

Janssen Pharmaceutica
NV (Belgium)/Shaanxi
Pharmaceutical Industry
Corp. and State Pharma-
ceutical Adm.

Ports

Rotterdam Co, (Nether-
lands) and Polycalia West
consortium/Nantong Port
Adm,

Power Plants & Equipment

Kanematsu-Gosho Ltd.
(Japan)

Babcock and Wilcox In-
ternational Inc. (US)/
Beijing Boiler Plant

Property Development

Active Building & Civil
Construction (Singa-
pore)/Tianjin Travel &
Tourism Agency

Pung Toh Co. (Singa-
pore)/Chee Loy Hiong

Thorens Co. Ltd. (HK)/
NA, Hunan

Sino-Japanese Develop-
ment Co./Longtan Travel
Development Co., Beijing

Sino-Japanese Develop-
ment Co./Ming Tombs
Reservoir Development
Co.

Hopewell Tourism Devel-
opment Co. Ltd. (HK)/
Guilin Tourism Co.

NA (HK)/Guilin Interna-
tional Sports and
Recreation Development
Corp.

Industrial Bank of Japan
and Kowa Real Estate In-
vestment Co,/Shanghai
Trade Center, Shanghai
Minhang and Honggiao
Development Corp.,
Shanghai Foreign Service
Co., and CCPIT

NA (Japan)/NA

BETS International (US)/
Lashufang Industrial
Development Co., Dalian

BETS International (US)/
Yantai Service Co.,
Shandong

BETS International (US)/
Xi‘an Tourist School

BETS International (US)/
Lintong County Food
Co., Xi'an

Signed a 15-year agreement to set up a ven-
ture to produce ginseng extract and antler
powder. (50-50). 12/22/84

Signed an agreement to set up Xian-Janssen
Pharmaceutical Ltd. to produce a wide
range of pharmaceutical products, 4/19/85,

Will jointly build the Nantong port, Jiangsu,
3/31/85.

Signed an agreement to invest in developing
two Shenzhen coal-fired power plants. $397
million (J¥100 billion). 3/26/85.

Agreed to jointly produce boilers. $12 mil-
lion. 5/11/85.

Signed a 15-year agreement to construct
and manage the Yanyuan International Ho-
tel, Investment: $22.5 million. (50-50).
10/15/84,

Signed an agreement to lease, renovate, and
run a Jiangmen hotel. Investment: $39.95
million. 2/7/85.

Signed a contract to build a trade center in
Shenzhen. $38.6 million (HK$300 million).
3/4/85.

Will construct an amusement park in
Beijing. 3/4/85.

Will build an underwater crystal palace in
Beijing. 3/4/85.

Signed a contract to build the Yuelai Hotel.
Investment: $120 million. 3/11/85.

Signed a 20-year agreement to build a hotel,
recreation center, stadium, and sports clubs.
Investment: $50 million. 3/21/85.

Will establish an 18-year venture to form
Shanghai International Trade Center Ltd. to
construct two 40-story buildings in Shang-
hai. (1BJ:5%-Kowa:45%-PRC:50%). Capital:
$15 million. 3/26/85.

Have established a venture to build a skiing
and mountaineering resort in Xinjiang. $6
million, 3/28/85,

Signed a contract to build a hotel and enter-
tainment facilities. Investment: $20 million.
(50-50). 4/3/85.

Signed a contract to build a hotel and enter-
tainment complex. Investment: $10 million
(50-50). 4/3/85.

Signed a contract to build a hotel. Invest-
ment: $20 million, (US:75%-PRC:25%).
4/3/85.

Will build a restaurant in Xi‘an. 4/3/85.
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Okura (HK) Ltd./
Shenzhen Industrial
Development Service
Co., Ku Shing Trading
Co., and Zhou Zi Prefec-
ture Trading Co.

Cindic Holding Ltd. (HK)

Sun Hung Kai China Ltd.
(HK)/Hubei Foreign Eco-
nomic Relations & Trade
Dept.

Chang Shun Trading Co.
(HK)/liangsu Joint Trade
Corp.

Scientific Instruments

Ballantine Laboratories,
Inc. (US)/China Institute
of Metrology

Shipping

Zhenhua Development
Co. (HK)/Shenzhen Ship-
ping Co. and Guangdong
Demolition Engineering
Co.

Ishishiba Service Co. (Ja-
pan)/Tianjin International
Ship Service Corp.,
Tianjin International Trust
& Investment Corp.,
China Ocean Shipping
Agency, Tianjin Branch,
and Dagu Shipyard

Metalock PTE Ltd. (Singa-
pore)/Shanghai Ocean
Shipping Repair Voyage
Dockage

Crown Pacific (HK)/China

Ocean Shipping Co.,
Guangzhou

Set up Shenzhen Municipal Zhen Hang En-
terprise Ltd. to bid for construction projects
in the Shenzhen area. 4/8/85.

Signed an agreement to construct and man-
age the wholly owned Cindic Grand Hotel
in Qinhuangdao. $30 million, 4/22/85.

Will jointly build the Hubei Foreign Eco-
nomic and Trade Center. $150 million.
4/22/85.

Will jointly construct the Jingling Mansion to
contain a hotel, apartments, office space,
and a shopping center, 5/13/85.

Have established a technical sales and ser-
vice center in Beijing to handle calibration
and standards equipment as well as oscillo-
scopes, multimeters, voltmeters, and
counters, 4/22/85.

Formed the Shenzhen International Gulf En-
gineering Corp. to plan, design, and con-
struct wharves, navigation lanes, shipyards,
and other projects. 11/84.

Signed a contract to form the Tianjin Inter-
national Ship Service Corp. to repair and
maintain ships and supply ship parts and ac-
cessories. Investment: $1 million. Capital: $1
million. (50-50). 12/84.

Jointly started a repair service in Shanghai.
5/21/85.

Have an agreement to expedite freight.
5/24/85.

Telecommunications Equipment

NA (HK)/Wuhan Com-
munications Co. Ltd.,
Wuhan Communications
Power Supply Factory,
Huaxing Electronics Co.
Ltd., and Wuhan Switch
Factory

Opened Tianda Communications Co. Ltd. to
produce and assemble telephones, commu-
nications equipment, and electrical appli-
ances, Capital: $2.2 million (¥6.2 million).
4/1/85,

Textiles & Textile Plants & Equipment

Tada Textile Industry (Ja-
pan)/Tianjin Economic &
Technological
Development

Will set up a venture to produce carpets.
$3.9 million. (J¥1 billion). (Japan:60%-
PRC:40%). 3/85.

NA (Mauritius)/Shanghai
Foreign Economic &
Technical Cooperation
Corp.

Oriental Enterprises, Ltd.
(Mauritius)/Shanghai For-
eign Economic & Tech-
nical Cooperation Corp.

Okamoto Nitto Knitwear
Co. Ltd. (Japan)/Nanjing
Trust & Consultancy
Corp. and Jiangdu
County Light & Textile In-
dustrial Co.

Jermi SpA (ltaly)/
Shandong Silk Corp.

Bassetti SpA (Italy)

Agreed to form the Hong Kong-Shanghai
Knitwear Co. Ltd. in Mauritius to produce
knitwear products, 3/4/85,

Signed an agreement to set up a polyamide
sock production plant. 3/4/85.

Signed a 15-year agreement to set up
Yangzhou Okamoto Nitto Co. Ltd. in
Jiangsu to produce wool sweaters. Invest-
ment: $700,000. (Japan:51%-Jiangdu:39%-
Nanjing:10%). 4/1/85.

Have set up a silk production plant in
Yantai. 5/2/85.

Negotiating a joint venture in Hunan to pro-
duce ramie items. 5/3/85.

Transportation & Transportation Equipment

International Trading Co.
(Japan)/Xiamen Construc-
tion & Development
Corp., Xiamen Bicycle
Corp. of the Xiamen Light
Industry Corp.

Mazda Motor Corp. and
C. ltoh & Co. (Japan)/
Yangzi Enterprise Co.,
Sichuan

Jyde-Kompagniet
Herning AS (Denmark)/
Tianjin Bicycle Industrial
Co.

Santa Fe Transport Inter-
national Group (US)

Miscellaneous

United Industrial Corp.
(Singapore)/CITIC

China International Ven-
tures Inc. (US)/NA,
Tianjin

Sunshine Australia Ltd./
China Great Wall Indus-
trial Corp.

Swedish Performing
Rights Society, Ltd./China
Record Co.

United Industrial Corp.
Ltd. (Singapore)/CITIC
and Shandong Interna-
tional Economic & Tech-
nical Cooperation Co.

Will set up a venture to assemble bicycles.
Capital: $915,000 (¥2.6 million). (50-50).
4/16/85.

Set up a taxi venture in Chengdu, Sichuan,
Investment: $1.03 million. (Japan:40%-
PRC:60%). 4/22/85.

Signed a 20-year contract to set up Sino-
Danish Enterprises Co. Ltd. to produce bicy-
cles. Investment: $2.1 million (¥6 million).
4/30/85.

Signed two cooperative joint freight for-
warding ventures, one in Guangdong and
one covering most of the rest of China. (50-
50). 5/23/85.

Signed a 30-year agreement to set up CIT-
UIC Corp. to introduce foreign investment,
technology, and set up ventures inside and
outside China. Investment: $10.55 million,

(¥30 million). (50-50). 4/9/85.

Concluded an agreement to begin a joint
retail-wholesale operation in Tianjin. Invest-
ment: $2 million, 5/9/85.

China plans to purchase an 8 percent stake
in the Australian company. $5.3 million
(Aus$8 million). 5/9/85.

Reached an agreement to jointly produce
stereo recordings. 5/11/85.

Signed a contract to form the Shandong In-
ternational Economic Development Corp. to
introduce technology, equipment, and man-
agement expertise to Shandong. Capital:
$21.1 million (¥60 million). 5/25/85.

CLASSIFIED ADVERTISING

Seek position in cross-cultural busi-
ness consulting on PR China. Grew
up in China, bilingual in Chinese &
German, Ph.D. in Chinese Studies
from Univ. of Hamburg, former em-
ployee of Deutsche Bank in W. Ger-
many. |. Mayr, 54 Stanworth Ln.,
Princeton, NJ 08540

Hong Kong citizen with MBA in fi-
nance from UCLA, BBA in market-
ing, seeks consultant position in an
established firm dealing with China.
May consider other opportunities.
Please contact Iris Cheuk, 500
Landfair Avenue, Los Angeles, CA
90024,

ADVERTISE IN CBR CLASSI-
FIEDS: $8.50 per line, four-line mini-
mum ($34). 36 characters per line,
including spaces and punctuation.
Copy must be received by the 15th of
the month preceding the issue (i.e.,
June 15 for the July-August issue).
Prepayment required. Send to The
CBR, 1050 17th St, NW, Suite 350,
Wash, DC20036. Publisher may reject
or cancel advertising at any time.
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BUSINESS TO BUSINESS

) Train
—auw Brand
N S ki
wi. Gloves

Train brand ski gloves are made
from goatskin, artificial leather,

To place your
advertisement
in the new
Business to

. or nylon. They feature comfor-
BUSIHCSS table styling, a variety of designs,
S(‘)(‘IIOH, and attractive colors and are

great at keeping out the cold.
Your designs and samples are
welcome.

contact Sue

- These comfortable sports gloves
P‘lrlyke (2 O 2) are professionally made tointer-
national standards so are the
429'0340 kind of top quality that sports-
. men like and need. Competitive
Telex: prices and prompt. punctual
delivery are guaranteed. And
64517 your specifications are welcome.
Telex now for information and

NCUSCTUW ask for our catalog.

SHANGHRAI STATIONERY &
g\\ SPORTING GOODS
1 D) IMPORT & EXPORT BAANCH
b o 3 "
<. ‘*‘1 Cable: STASPORT

Telex: 33132 STASP CN
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What’s China Consultants International doing
about energy business in China?
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Professional translation and printing of technical, legal, financial and training documents —
fast, accurate, high quality presentation.

Research and consultancy on PRC energy markets.
Film, video, and slide presentations dubbed in Chinese.

Industrial advertising to PRC energy sector decision-makers; and from PRC exporters of energy-
related products to overseas buyers.

Interpreters with technical language skills for business discussions.

Exhibitions, technical seminars, and catalog shows serving the energy sector.

BF3] China Consultants International (Hong Kong) Ltd.
1l Suite 500, Dominion Centre
CCl| 4359 Queen’'s Road East

Hong Kong

Tel: 5-270639

Telex: 75368 AMRHK HX




ANNOUNCING
THE PUBLICATION OF THE

PEOPLE’'S REPUBLIC OF CHINA
U.S. TRADE DIRECTORY

INTO ...

CHINA

AT LAST! A WAY TO GET
INFORMATION ABOUT YOUR COMPANY

The People's Republic of China
extends an open invitation to
companies wishing to sell goods or
services to our country.

To facilitate the free flow of
information from U.S. companies to our
industrial managers and government
officials, we will publish an official U.S.
Trade Directory listing American firms
and the goods or services they offer.

The purpose of the
Directory is to encourage
direct contact between U.S.
companies and Chinese
decision makers.

Printed in China, the
Directory will be distributed to
industrial managers and
government officials through-

out our country by the government-
owned Xinhua bookstore.

The Trade Directory will play an
important role in future trade between
our countries. We encourage interested
firms to make immediate contact
regarding their listings.

If you wish to be included in the
directory, please contact our U.S.
representatives, Asia System Media, at
(213) 272-1040. They will
provide complete facts
regarding appropriate
information for your firm's
listing.

Please call today. The
closing date for inclusion in
the Directory is September 15,
1985.

A LISTING IN OUR UPCOMING TRADE DIRECTORY IS AVAILABLE TO ANY
QUALIFIED U.S. COMPANY AT NO COST.

SHANGHAI PUBLISHERS ASSOCIATION
5 SHAOXING ROAD, SHANGHAI,, CHINA TEL: 370176

U.S. Representative

ASIA SYSTEM MEDIA, INC.
267 NORTH CANON DRIVE, BEVERLY HILLS, CA 90210 USA TEL: (213) 272-1040



