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- Shirup business

Call us at Chilton International.

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

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

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

sought. In American equipment. In

services, technologies and products.

First to deliver reference volumes
in technical Chinese ... translated,
typeset, printed in China ... and
carrying the sales messages of
America’s leading industries. Oil
& Gas. Machine Tools. Steel-
making. Mining. Construction.
Agriculture and related products.

INTERNATIONAL

hina.

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

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

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

Adivision ol ABC PUBLISHING
American Broadcasting Companies, Inc




US and PRC
Firms Join Forces

Li May Phipps, founder and president of CHINATRANS and
Miao Qun, Deputy Manager of TRANSPUD announce agreement.

CHINATRANS, the oldest and largest U.S. firm specializing in simplified
Chinese translation and publication services, has just reached an exclusive
working agreement with TRANSPUB, the leading translating agency in the
Peopie’s Republic of China.

Through CHINATRANS, U.S. firms will now have access to a combined staff
of more than 200 specialists—linguists, translators, interpreters, editors, audio-
visual experts, production and distribution personnel—extremely well
qualified to handle any communications project from the initial consultation
and translation through the final production and distribution of material.

CHINATRANS—the only translation firm affiliated with the National Council
for U.S.-China Trade—is staffed by business professionals ... engineers,
physicists, chemists, economists, political scientists, historians . . . who can pro-
vide sound advice on the political and cultural implications of your marketing
approach in addition to translation, typesetting and publisning services.

For the professional help you need to open up business with China, call
CHINATRANS at 202/296-3244 and ask for John Phipps. He will be glad to tell
you more about how CHINATRANS can help you get your share of a market
estimated at $5.2 billion for 1981—and growing rapidly.

CHINATRANS .« 202/296/3244 « Telex 64601

The National Council for US-China Trade Translation Service, Inc.
1735 K Street Northwest @ Suite 210 ® Washington, D.C. 20006
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China
Wire

New Year’s Resolution —
Down with Bureaucracy!

Bureaucracy is under fire on both
sides of the Pacitic. The new adminis-
trations in Beijing and Washington are
set on spurring economic growth, re-
ducing budget deficits, lowering infla-
tion, and whitthng down bureaucratc
impediments to business, China’s Fifth
National People’s Congress took shot
atter shot at red tape; Chairman Hua
Guofeng brought up the issue several
times in his main address September 7:

Corruption. “Our cadres must fight
resolutely against the practice of tailor-
ing the law to suit one’s own selfish ends
and against bureaucrats shielding one
another in wrongdoing.”™ (Some 89
bribery cases mvolving over ¥ 10,000
each [$6,670] were prosecuted in the
first nine months of 1980.)

Incompetence. “Even it he proves
really incompetent or does not apply
himself to his work, he remains a cadre
unless he is dismissed. How is 1t possible
to realize modernization if such a state
of attairs is not thoroughly changed="

Dismissal of cadres. “A
feasible system should be worked out
for appointment, examination, assess-
ment, reward and sanction, training.
promotion, reassignment, reurement,
dismissal, and so on, for cadres at all
levels and categories.”

Reduction of paperwork. “Various
departments are often not clear about
their duties and responsibilities and,

concrete

when there are no precedents to tollow,
have no alternative but to report to the
higher authorites and seek instruc-
tions, and pass
echelon to another. Hence the odyssey
of official papers and the deluge of re-
ports and meetings, the disputes over
trifles and dilatory stvles of work.”
Criminal activities. “lLeading cadres
must not shield their children or
connive to cover up their criminal ac-
tvities. We must wage a resolute strug-
gle against those who take part in
speculation, profiteering. or other crim-
inal offenses.” (T his according to Yang
Dezhi, a PLA delegate to the NPC)
All of this, if carried out, will be wel-

reports trom one

come news to foreign business execu-
tives dealing with China, increasingly
frustrated and uneasy about the etfects
of mismanagement, interdepartmental
rivalries, and fiscal bumbling. Hotels
and airlines are first in line for a man-
agement shake-up. Some recent sna-
tus: A large Furopean deleganion ar-
rived in Beijing to find nowhere to
sleep for two nights. The first night
they had to sleep in a trailer park 15
miles out of the cty, the second on
floors and couches of the Berjing Hotel.
A major toreign company lost a million-
dollar deal because visas for 1ts per-
sonnel were not processed in time, even
though MACHIMPEX had authorized
them. Another firm could not get vital
negotiation personnel in tor the same
reason, even with ministry authoriza-
tion. (Meanwhile, a record 134 Chinese
delegations visited the US i Septem-
her.)

A Year-round People’s Congress?

With the above kinds of problems —
and China’s clear intenuon of resolving
them — 1t would make sense for the
PRC to convene a year-round legisla-
ture (perhaps bicameral) with repre-
sentatives from all provinces, munici-
palities, and autonomous regions, who
would resolve ongoing issues through
committee activity. 'The increasing vol-
ume and complexity of NPC business.
plus 1ts already established panels (on
energy, irrigation, legal matters, edu
cation, agriculture, the arts, heavy m-
dustry, etc.), would make this a natural,
it not mevitable, development  as
change quickens in China.

Onward, Profitably, to the 1981-85
Five-Year Plan

As China's next hive- and ten-year
plans head toward approval by China’s
next Party Congress, which should
convene in January or February, the
new emphasis on market-oriented pol-
icies is already taking hold. Business
executives visiting China next vear will
have to accept the changes and the new
taces that accompany them. Recent

examples of the new stress on profits:
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Shanghai artists complain “we should
not stress profit targets and go after
box office records with monev-making
as the sole purpose without caring
about our social impact in the ans”
Meanwhile, Guangzhou's  acrobatic
troupe 1s astounding US audiences in
60 performances, including some at
Radio City Music Hall, which will net
them at least $180,000.

Selling technology tor money 1s in.
I'he Physics Institute of the Chinese
Academy of Sciences has so far con-
tracted 21 new technologies to Y
Chinese factories, on terms that include
20 percent of the profits in the first
vear, 10 percent in the second, B per-
cent in the third, etc., or rovaltues based
on sales decreasing from 5 percent in
the first vear, 2-3 percentin the second,
and so on.

| he ministries o hght induastry and
commerce  announced  results ol
China's hirst natonal market forecast
by those ministries - more than 30
vears. Findings of the household ap-
pliances survey: Demand for electrie
fans will wotal 2
through 1985, atter which demand will

million  annuall
slow, Demand for washing machmes
will be 1.5 milhon annually by 1985

Thirty  large  and  medium-sized
power and textile industry projects are
now entirely financed by bank loans,
amounting to ¥ 2.8 bilhon

Meanwhile a March 1979 artucle m
China's Finanece and Accounting, brings
into the open China's conscious rephica-
tion of foreign technology in the past:
“Once imported equipment has been
put into production it s still necessary

1o achieve true mastery and diges-
tion of data. Only in this wav can we
replicate and copy equipment so as to
turn advanced foreign technology 1o
OUT OWI PUrposes. . But much red
tape limits such activity, .. Forex-
ample, they allow reproduction [of
blueprints| by onlv a single planning
insttute, but proper equipment lor re-
production is notavailable there, so the
resultant photographic prints are use-
less. Much imported equipment has not

been  examined  and  sketched  on
tme. .. —NHIL. %
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Council
Activities

Bo Yibo Sees Council As Counterpart
Organization

During his recent month-long visit
hosted by the Natonal Council, Chmese
Vice-Premier Bo Yibo said he considers
the Natonal US-China
I rade the counterpart organization to
the State Machine Building Industry
Commission, which he chairs. He said
he hopes the two organizations can ar-

Council for

exchanges  between Counal

firms and China's machine

range
memben
building industry in the tuture. Bo's
delegation visited some 25 member
firms in various parts of the country for
bricfings on corporate management.

Besides the vice-premier and the new
finance minister. Wang Bingqian, the
delegation also included several com-
mission vice-chairmen and vice-minis-
ters represenung, in all, six commis-
sions, seven ministries, the Bank of
China, and five mstitutes and protes-
stonal associations.

Council to Sponsor Beijing
Telecommunications Exhibition
in 1981

A US Telecommumcanons exhibi-
ton called CHINA-COMM 'S1 will take
place in Beying November 3-135, 1981,
under the jomt auspices ol the National
Councill and the Communicanons -
vision of Electromice Industries Associa-
non, The show will muoroduce US-
manutactured
munications equipment and systems to
as many as 100,000 key Chinese otticials

and engimeers. About 100 US manutac-

commercial  telecom-

turers are expected to exhibic thein
cquipment and systems in the Beijing
Exibinon Center.

CHINA-COMAM 'S8 1 will be the tirst US
industry-sponsored show in China o
exhibitsensitive high-technology items.
Categories ot equipment and systems to
be displaved include telephone station,
exchange, and  transmission
ment, satellite communications equip-
ment and systems: microwave equip-
ment:; broadcast  equipment; mobile

cquip-

radio equipment; digital and optical

fiber transmission, switching, and

terminal equipment; and vanous types
of terminals,

['he show will not include consumer
products, parts, tubes, semiconductors,
and the like; military-nonmenclatured
equipment and systems, and organiza-
tions that are deemed 1o be distributors
or representatives rather than manu-
facturers or assemblers. Nor will non-
US origin equipment be included. For
turther informauon, contact Richard
Gillespie, Navonal Counail stafl (202)
H28-83146, or Ted Krause, of Clapp
and Poliak (202) 6573090,

Building Materials, Packaging,
State Bureau of Supplies, and
Oil Delegations

Senior Chinese officials led  four
other delegations organized by the Na-
tional Counail this fall. A construction
malterials group in October was headed
by Song Yangchu, who serves as both
minister of the Building Materials In-
dustry Mimistry and vice-chairman ot
the State Capital Construction Com-
mission. A delegation from the State
Bureau of Supplies was headed by Li
Kaixin, bureau director and vice-chair-
man of the State Planning Commission.
I'his bureau is currently in charge of
the distribution within China ot 256
top-priority materials, many of which it
imports through the Ministry of For-
eign Trade.

In October and November, the
Council also hosted a group from the
Ministry of Foreign Trade, headed by
Assistant Minister Du Yuvun, here to

attend the Pack Expo 80 exhibition i

Chicago; an offshore oil survey delega-

-ton led by Qi Wencai, vice-president

ot the Petroleum Corporation ol the
PRC. and vice-minister ot petroleum
industry; and a petroleum machinery
trade survey mission headed by Fan
Muhan., vice-chairman ol the State
Machine Building Industry Comimis-
S1O1.

Upcoming Chinese delegations to be
hosted by the Council include a nuclear
Instrumentation group in January 1981
and an energy group in March. The
first, headed by Yang Yinbin of the

Chimese Nuclear Equipment Corpora-
tion, plans to discuss cooperation with
American companies tor production of
nuclear imstruments. China's minister
ol coal, Gao Yangwen, will head a State
knergy deleganon in
March. The delegation will be inter-
ested in all aspects of openpit coal min-
ing, as well as hydroelectric, coal-fired,

Commission

and nuclear power plants,

New Beijing Representative

Beginning January 1, 1981, Scott .
Seligman will become the Natonal
Counal’s new Beijing representative,
replacing Richard  Glover, who has
been in Beijing tor more than a vear

Sehgman has worked as an assistant
director mn the Council’s Delegations
Department since October 1979, or-
ganizing and accompanying delega-
tons to and from China, including the
visits of Yuan Baohua, vice-chairman
ot the State Economic Commission,
and Lu Kebail, vice-chairman ol the
State: Capitol Construction Commis-
sion. A graduate of Princeton Univer-
sity, he s Hluent in Mandarin, which he
learned while working for two years as
instructor —at

an English - language

Lunghar University in Laiwan.
Another new face at the Counals
Berjing office is Li Wenda, a Chinese
national who has served the Council as
staff assistant since August 1980,
Replacing Seligman as assistant di-
rector in the Delegations Department
in Washington is Jeanne 1. Chiang.
She has worked in the advertising de-
partment of The New York Times and has
two master’s degrees i hinguistics from
Columbia as well as a certificate from
New  York  University's
School of Business Administration,

Graduate

New Location of the Beijing Office

The National Council’s office in the
Beijing Hotel has moved from Room
1105 1o Room 1136, The telephone

numbers remain the same — H52231,
556531, and 558331 — but are now
followed by ext. 1136. %
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. China Consultants International (CCH) are |

CCl services include translation, typesetting, and printing of exhibition catalogs,
. seminar papers; production, translation and dubbing of audio-visual 16mm film and video presentations;

 duction of graphics and display materials; production of promotional items; interpreting services; and

_ delivery of all materials to the exhibition hall.
\\ S

marketing communications before, during, and after the exhibition. : . ,:_
CCl translated and printed the official catalog for the U.S. National Economic and Trade Exhibition in Beijing

LR _ _ & aders in the field of industrial exhibitions in the People’s Repu
L of China, :witt_ai;mover;--a-bitltys;;;_pmdﬂfce pre;fgssion'ai work on time and at competitive prigas. .

provides advice and assistance to exhibitors on how to maximize selling opportunities through effective =~

b
// ‘ / /

i

.f//

iic
brochures and technical
pro-

_ for the US. Department of Commerce, as well as providing advance promotion through £

INDUSTRIAL REPORT Magazine, published by CCi with the McG@-Hm Pub%leaﬁﬁns Company.
_ Other major exhibition catalog jobs awarded to CCl through competitive bidding in recent years include the

MEDICGERMA Exhibition of German Medical Technology in Tianjin, October 1980, and the Swiss Mach

Tool Exhibition in Shanghai, March 1979. = _

CCI translation, typesetting, and printing capabilities are headquartered in Hong Kong with additional s
~ available in the United States and in the PRC. = : — = -
_ For more information contact the offices below or

Publications Company sales representative:

JER}

your ﬁearest—iﬁmerié%ﬁ !nd_;'a_éirial Repmﬂwétifawfgjii'i-_

CHINA CONSULTANTS INTERNATIONAL

China Consultants International (Hong Kong) Lid.
Suite 500 Dominion Centre —
43-59 Queen's Rood fost
Hong Kong
Tel: 5270639
Telex: 75368 AMRHK

_ Cable: ENTRECHN

Ching Consulianis Intermﬁbmﬂ, Inc

— 1511 K Street Northwest
Suite 804 Investment Building
Washington, D.C. 20005
US A= =
Tel: {202)393 4343




China
Calendar

[ ] Milton, Massachusetts, October 21,
1980-February 16, 1981. An exhibiion
ol Chinese dress from the late Qing

Dyvnasty (1759-1911) s bemng teatured
at the Museum ol the American China
Irade (215 Adams Street). For mmtor-
manon, call Linda
HUOH-1815.

[ | New York, December 1-2; 4-5. | he
American Management Associations s
entitled

Abegglen, (617)

sponsoring  two o seminars
“lechnology Markets in China™ and
“Barter Prinaples in the People’s Re-
public ol China™ at s headquarters
(135 West H0th Street). For informa-
ton, call (212) 246-0800).

[ ] Chicago, December 4-5; Miami, Jan-
uary 15=T6. A two-dlay seminar evaluar-
ing alternative entry strategies tor for-
cign markets is being conducted by The
Wharton School of the Universiy ol
Pennsyhvania, For mtormation, write
Intormation Services, University Con-
ference Center, 20th Hoor, 360 Lexing-
ton Avenue, New York, NY 10017 m»m
call (212)4953-7272,

[ ] San Francisco, March 3-22, 1981.
I'he San Francisco Chamber ol Com-
merce is sponsoring a business develop-
ment tour of six Chinese anes, Partic-
pants will meer with Chinese trade ol -
ficials in the Ministry of Foreign Trade,
the China Counal tor Promotion ol In-
ternational Trade, the China Interna-
tonal rust and Investment Corpora-
ton, and with commercial statt mem-
bers of the US Embassy and Consualate
General. Formformation, write delega-
ton escort Newman  Lee, president,
Iiller
Street, Suite 1015, San Francsco, CA
Q4108 orcall (115) 3971966,

Internanonal, Inc.. 200 Post

Exhibitions in China

| | Guangzhou, November 20-Decem-
ber 4. |he

lechnology and Equipment Fair will

Internanonal  Advanced

teature hight industrial equipment and
mstruments; minicomputers and elec-
tronics: and printing and packaging
materials i Haichu Square. The fair s
being sponsored by the Guangzhou
Bureau tor the Exchange ot Technology
and orgamzed on a nonprohit basis by

6

the Great Sincere 'Technology Exchange
Company, Lid.

[ | Beijing, November 25-December 13.
Approximately 120,000 Chinese end-
users of drelling and mining cquipment
will attend  the  Foreign Advanced
I echnology Fair in the Beijing Tech-
nology Center. For information, write
Petroleum News SEA, 10th tloor, 16
Prince Edward Road West, Kowloon,
Hong Kong: or call 3-805249 5.

[ ] Honolulu, Hawaii, January 12-14,
1981. | he Pacitic Telecommunications
Conference (PTC 81) will teature an
equipment exposition, technical sessions,
and a tour of Hawai's communications
tacilities. Among the topics which will
be discussed are: telecommunications
in the PRC, Paciticisland telecommuini-
cations requirements, satellite orbit and
spectrum allocation issues, social effects
of telecommunications, and communi-
cations and developing societies. For
mtormaton, write  Paatic Telecom-
munications Counail, Richard J. Barber,
PIC 81 director, 2424 Maile Way,
Room 704, Honolulu, Hawan 96822;
or call (808) 911 -3789, (80O8) 948-8019.
(Telex: 634134,

[ | Guangzhou, February 23-28, 1981.
I'he Guangdong Packagimg Corpora-
ton has chosen Industrial and Trade
Famrs Internatonal, Lid., to organize
Chma's hirst imternatonal packaging
exhibinon. For informanon, write John
Legate, T'TEF, Lud., Radchfte House,
Blenhemm Court, Solihull, West Mid-
Linds BOT 2BG, United Kingdom: or
call (021) 7056707 (Telex: 337073
11FG).

[ ] Tianjin, March 9-16, 1981. Ihc
Guangdong branch of the China Pack-
aging and  Export Corporation will
sponsor the Internanonal Exhibiton
on Packaging Equipment and Materials
at the Foreign Trade Center, For intor-
mation, contact Jerome W. Romaine,
O Marketing Company, (201) 239~
20014 or Walter Keats, Middle West
Consultants, Lid., (312) 256-T887.

[] Beijing, April 5-25,1981. A 11 Fqui-
ties, and Internatonal Western Adven-
tures, Inc., have signed an agreement
with the China Sports Service to bring a
rodeo and popular music concert 1o
China.

[ ] Beijing, November 3-13, 1981. A
L'S Telecommunications Exhibition at
the Beijing Exhibition Center is being
jomtly National
Councall for US-Chima Trade and the

sponsored by the

Communications Division ot Electronic
Industries Assoctation. | he exhibiton,
teaturing  US-manutactured  equip-
ment and svstems, will be the first -
dustrv-sponsored, high-technology
show produced in China. For mtorma-
tion, contact Exhibitnon Manager Ted
Krause at Clapp & Poliak, (202) 320

dal I 15 %

RMB: DOLLAR RATES AS OF
NOVEMBER 7, 1980

RMB/ US¢
UsS$ RMB
September 19
Bid 14178 67,9440
Onter 1.4594  68.521
Median 1 4656 68.2314
September 23
Bid 1.4777 b7.6727
Onter 14653 68.2454
Median 14715  67.9579
O tober 20
Bid 1. 4836 674036
Otter 1.4712 67.9717
Median | 4774 67.6865
O tober 22
Bid 14895 671366
Citter 1.4771  6©7.7002

Median 4838 074712

) lober 28

Bid 15014 66,6045

Otter 14890 671542

Median 1.4952 66,8807
() tober 31

Bid 15075 66,3350

Otteer 149949 6671

Median 15037 665026

November 4

Bid L5150 H6.0066

Otter 15074 663394

Median 13112 661726
November 6

Bid 1.52506 65,5480

Oter 1.3180  65.8762

Median 1.5218 637117
November

Bid 15317 6£5.2864

O 1.3241 656125

Median 1.5279 654493

Sourct Standard Chartered Bank, Ltd.,
New York
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Major Reference Guide
Published by

CHINATRANS

This 660 page multi-industry direc-
tory provides a comprehensive over-
view of 157 North American firms
which produce or provide industrial
and consumer products or ser-
vices—companies interested in
opening up, or expanding, trade
with China. Businesses and indus-
tries represented include:

Banking

Chemicals

Data Processing
Electronics
Industrial Equipment
Office Equipment
Petroleum Products
Transportation

_..j\. w"; n',h‘-m -

"

Directory of North American Com-
panies, published by CHINATRANS
and printed in China, is being
distributed to 10,000 leading com-
mercial, industrial, and research
organizations in China by the China
Council for the Promotion of Inter-
national Trade.

Chinese establishments will have
available—for the first time—an in-
depth Chinese-language reference
guide to the capabilities and prod-
ucts or services available from the
U.S. and Canadian firms listed.

For more information about the directory—or other CHINATRANS
professional services designed to help you do business with China—
call John Phipps at 202/296-3244.

CHINATRANS . 202/296-3244 « Telex 64601

The National Council for US - China Trade Translation Service, Inc.
1735 K Street Northwest ® Suite 210 ® Washington, D.C. 20006
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Hebei preserved and dried fruits include: Dried Pear, Dried Apple, Dried
Apricot, Preserved Pear, Preserved Apple. Preserved Peach, Preserved
Apricot. Preserved Dates, Preserved Cherry-Apple and Haw Flakes. All are
prepared from the fruits produced in Hebei Province.

With just the right degree of sweetness and sourness, and distinctive
flavours, Hebei Preserved and Dried Fruits are delicacies at tea-time or
dinner party and top quality materials for all kinds of confectioneries.

YOUR ORDERS ARE WELCOME.

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

Address: 52, belma Road, Shijiazhuang, China Cable: “CEROILFOOD" SHIJIAZHUANG
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CBR Interview

Vice-Premier Bo Yibo on
China’s Current Priorities




CBR: Could you please discuss the eco-
nomic reforms now under way in

China? “We will give more power to
the various localities, and espe-
cially give more decision-
making power over manage-
ment to enterprises, ...The more  decision-making  power over
function of ministries will grad-

Bo: Your question, in essence, is really a
question about the reform of our eco-
nomic management system. Our coun-
try's economic management system was
based on the Soviet model, that is, con-
centrating the power of managementin
the various industrial departments of
the central government.

Within the State Council there have
been established many ministries, and
they are responsible for all work, from

ually decrease.”

the top all the way down to the grass-  agement show that it is not a good form
of management. This kind of central-
the state plan, which is an overall plan  ized management really does not de-

roots level. That is the same thing for

At the moment we are in the process
of adopting a policy of economic read-
justment. One important part of the
policy will be a change in the afore-
mentioned economic management sys-
tem. We will give more power to the
various localities, and especially give

management to enterprises.

When we talk about the right of self-
n]allilg('nlt'”[ of ('Illcl‘l)t‘iﬁ(‘ﬁ, W mean
the right to manage their own produc-
tion plan and also the marketing of
their product. So this readjustment
should in tact be lessening the manage-
ment capacity of the various admins-
trative organs of the central govern-

for the whole country. In a word, this pend upon economic leverage, but ment.

is a kind of centralized management  rayther on administrative directives to
system. manage the economy. Such a concen-
tration of power impedes management
Bo: That is right. Many years of experi-  according to economic, technical, or

CBR: Is it overly centralized?

ence with this form of economic man-  scientific law.

We will give active consideration to
the possibility of allowing enterprises to
apply their strong points, or give full
play to their individual advantages so
that they may be ina better competitive

China’s State Budgets, 1977-80

(in billion yuan*)

A look at China’s budget over the last four vears reveals that the government lost
control over expenditures in 1979. A comparison of China's planned 1979 budget
expenditures, released June 21, 1979, and actual year-end results show a surge of
spending took place in the second half of 1979, perhaps forcing China to prolong
its readjustment program. Total expenditures in 1979 exceeded planned expendi-
tures by 13.7 percent; within this total, capital construction departments overspent
by 31.9 percent, and defense expenditures were 10.2 percent above plan. On the
revenue side, income was 1.5 percent below its 1979 target

As aresult of these overruns, the budget went from a surplus in 1977 and 1978 to
a huge ¥17.06 billion ($11.0 billion) deficit in 1979. This vear the deficit is
expected to decline to ¥8.0 billion ($5.3 billion). A senior Ministry of Finance
official told CBR on September 24 that the budget will suffer a smaller deficit of
¥5.0 billion ($3.3 billion) in 1981 before a budgetary balance is restored in 1982,

These figures indicate that 1979 was a crisis year in finance, during which time
the Ministry of Finance ceased to exercise fiscal restraint. The government's
sweeping reforms to decentralize administrative power and to increase enterprise
self-management were undoubtedly contributing factors. These disruptions also
were accompanied by changes at the top. Finance Minister Zhang Jingfu was
replaced in February 1980 by Wu Bo, who then was replaced in August 1980 by
Wang Binggian. (Minister Wang recently completed a National Council-
sponsored tour of the US to study US industry and corporate financial manage-
ment.)

Finally, there have been significant changes in the shares of funds earmarked for
various state activities. Between 1977 and 1980, capital construction fell as a share
of the state budget, and smaller shares were appropriated for the renovation of
existing enterprises, defense, and administration. But the size of defense’s share is
unclear, inasmuch as China’s total defense budget increased in 1980 if expendi-
tures on new weapons are included, according to official sources.

Item

Total Revenues

Industrial and commercial revenues
Income from state-owned industrial enterprises

Other revenues

Total Expenditures

Capital Construction

Renovation of existing enterprises’

Depreciation funds of state-owned enterprises
Circulating funds to enterprises and credit funds to banks”
Aid to communes

Culture, education, public health, and science

Defense

Administrative expenses

Aid to poor regions including old revolutionary-base areas
remote border areas, and poor areas occupied by minority
nationalities

Reserve fund

Other expenditures

Budget surplus( + ) or deficit (—)

*Conversion to US dollars is based on monthly average exchange rates of 1,854 yuan per US dollar in 1977, 1,682 in 1978, 1.549in 1979, and 1 500 in

1980.

'The decline in revenues in 1980 was attributed to wage increases, higher puchase prices of certain farm products, and an accelerated rate of depreciation.
Had these changes not occurred in 1980, revenues would have increased b percent to ¥112 69 billion, according to the finance minister’s budget report.

‘Includes ¥3.0 billion capital construction reserve fund.

‘Expenditures for “tapping the potential of existing enterprises. . as well as subsidies for the trial manufacture of new products.”’
*Percentage change of expenditures on renovation and circulating funds (¥7.2 + 5.2 billion) compared with similar expendituresin 1978 (¥16.78 billion)
SAlso includes “profits kept by enterprises to expand production.’” Expenditures in 1977 and 1978 are included under the category for renovation of

existing enterprises.
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position with other enterprises.

To sum it up in a word, this will give
full play to the strong points or ad-
vantages of an t'nu'rprisc, protect com-
petinon, and promote cooperation be-
tween enterprises. In this situation,
there definitely will be some changes in
organization and in the central govern-
ment.

CBR: Will these reforms result in the
abolition of ministries so that corpora-
tions may, in fact, take the leading role,
while the role of ministries is dimin-
ished? And will national foreign trade
corporations be phased outif provinces
gain autonomy over foreign trade?

Bo: In terms of the overall trend, this s
a correct understanding. However,
these activities will still be carried out
under the direction of the state plan.
The function of the ministries will be
gradually decreased.

CBR: What are China's future economic

development priorities?
Bo: After one or two years of readjust-
ment, we will decide the direction of the
tuture development. I think the prioni-
ties in the next few years will be agricul-
ture and light industry. We will put
more investment in government de-
partments in charge of light industry.
Expressed in another way, we will try

“After the establishment of the
energy commission, we will
gradually change the Ministry
of Coal Industry, Ministry of
Petroleum Industry, and Minis-
try of Electric Power into vari-
ous corporations.”

to better resolve the production prob-
lems of food, clothing, housing, and
daily consumer goods. We have not
completely worked out our long-term
development plans. But, we have made
the basic decision on principles.

We will give priority to the develop-
ment of energy, in particular, the de-
velopment of coal, electric power, pe-
troleum, and so torth. We have estab-
lished an energy commission especially
tor this purpose.

After the establishment ot the energy
commission, we will gradually change
the Ministry of Coal Industry, Ministry
of Petroleum Industry, and Ministry of
Electric
tons.

Then we will develop the machine-
building industry. Third in line will be
communication and transportation in-
dustries. That includes railways, air-
ways, waterways, etc. Fourth, we will

Power into various corpora-

1977 1979 Percentage Percentage 1980
subtotal Percentage change change subtotals
(percentage change 1978 Planned Final final 1979 1980 1980 over (percentage
1977 of total) 1978 over 1977 over 1978 Planned final 1979 of total)
¥87.45 ($47.2) — T ¥112.11 ($66.7) 2B.2 Y112.0 ($72.3) ¥110.33  ($71.2) 1.6 ] ¥106.29 ($70.9) 3.7
Y40.05 ($521.6) 458 | ¥45.10 ($26.8) 12.6 - T e - —
¥32.59 ($17.6) 37.3 ¥44.00 ($26.2) 35.0 - — — —
¥14.81  ($8.0) 16.9 ¥23.01 ($13.7) 55.4 - —
¥84.35 ($45.5) — | ¥111.09 (366.0)  31.7 ¥112.0  ($72.3) ¥127.39  ($82.2) 14.7 | ¥114.29 ($76.2)  —10.3
¥29 48 ($15.9) 135.0 ¥39.50 ($23.5) 34.0 ¥39.0° ($25.2) ¥51.45 ($33.2) 30.3 ¥37.35 (%249 -27.4 32.7
¥13.69 ($7.4 16.2 ¥16.78 ($10.00 22.6 ¥5.6 $3.6)  ¥7.20 ($4.6) 26.1'  ¥6.98 ($4.7) 3.1 6.1
= - = - ¥16.0  ($10.3) — . ¥16.00  ($10.7) 14.0
- — — ¥4.9 ($3.2) ¥5.20 ($3.4) ¥3.72 ($2.5) 29.5 3.3
¥5.07  ($2.7) 6.0 ¥7.70  ($4.6) 51.8 ¥7.1 ($4.6)  ¥9.01 ($5.8) 17.0 ¥7.74  ($5.2) 14.1 6.8
¥9.02  ($4.9 10.7 ¥11.27  ($6.7) 249 ¥12.1 ($7.8) ¥13.20 ($8.5) 17.2 ¥14.83  ($10.0) 12.3 13.0
¥14.91 (3800 17.7 | ¥16.78 (310.00 12.6 ¥20.2  ($13.0) ¥22.27  ($14.4) 32.7 ¥19.33 ($12.9) 13.2 16.9
¥4.33  ($2.3) 5.1 ¥4.91 (529 133 ¥5.69 ($3.7) 15.9 ¥5.78 ($3.9) 1.6 5.0
— — | — ¥0.50  ($0.3) 0.4
— — | — ¥1.6 ($1.0) — ¥1.88  (51.3) 1.6
¥7.85  ($4.2) 9.3 l ¥14.15  ($8.4) 80.3 ¥5.5 ($3.6) ¥13.37 ($8.6) 5.5 ¥0.18 (50.12) —98.7 0.2
+¥3.10  ($1.7) — | +¥1.02  ($0.6) Y0.0 — —¥17.06 (-$11.0) —¥8.00 (—%5.3) —

"Expenditures in 1977

and 1978 are included under the category for renovation of existing enterprises
Includes “other operating expenses for agriculture.”

Sources: Budget figures for 197778 are from Finance Minister Zhang lingiu’s report to the second session of the Fifth National People’s Congress on June
21,1979, released by Xinhua news agency June 29, 1979. The 1979-80 budget figures are from Finance Minister Wang Binggian’s report to the third
session of the Fifth National People’s Congress on August 30, 1980, released by Xhua the same day.

lable prepared by Jim Stepanek.
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Bo Yibo with National Council Vice-President Jack Dewenter.

CBR: What are China's future priorities
on technology imports:

Bo: In order to realize the Four Maod-
ermzations i China, we must take ex-
isting enterprises as our base and carn
out a technical transtormation of exist-
ing enterprises. Right now in China
there are about 400,000 industrial en-
terprises. What they really ack 1s cru-
cual equipment and certam advanced
technology., We will stress the use of
existing enterprises as a base; that s to
say, our major efforts will not be in
butlding or i importung complete sets
ot equipment trom foreign countries to
start new Lactories,

So when we consider our imports, we
will give prionty consideration to -
porung the needed technology tor the
techmical transtormation ot existung en-
terprises, rather than to complete sets
ot equipment o1 (rmlplvu' lactories. At
consider the Mimstory of Construction
Materials. These are areas on which we
will lay emphasis.

CBR: In cach of these areas. will the
ministries be abolished and replaced by
corporationsz Will the machime build-
g, ralways, and communication min-
istries also trn into corporanons?

Bo: By and large they will goin the same
direction, but this is not finally decided
and may take a certain amount of time
CBR: Will there be a communication
and transportation commission

Bo: Yes, that is a possibility. By and
large they will go along in the same
direcuon, but i's not finally deaded.
Important changes in the system and
orgamzational setup must be caretully
considered and prudently executed. Tt
1s not good to be too hasty.

12

We will stress the use of ex-
isting enterprises as a base; that
is to say, our major efforts will
not be in building big factories
or in importing complete sets of
equipment from foreign coun-
tries to start new factories.

the same time, while we are imporung
technology and equipment tor the tech-
nical transtformaton of exisung enter-
prises, we will continue o give con-
sideration to cooperative production o1
jomnt manutacturing with American en-
terprises.

For instance, if we want 1o transform
an existing automobile factory, we will
import some new technology or crucial
equipment for transformation. But we
will still make full use of the existing
equipment.

In some areas we might establish new
Factories on a joint venture basis, We
are not wholly against the idea. But
there will not be many such situations in
the near tuture.

For mstance, we are now cooperating
with Japan in establishing a new coal-
mining project. And we are also talking
with the US to see whether we can co-
operate on developing hvdroelectric
power projects and some other proj-
eCls.

CBR: Perhaps it is better 1o have fewer
enterprises and make them more el-

ficient. I understand that in the field of
ball bearings, for example, there are
640 factories in China, but only 49 ot
them produce over 60 percent of the
total output.

Bo: | didn’t have ume to elaborate on
that point. What vou said 1s correct,
When | say we are going to organize
various corporations, that means we
must get these enterprises organized.
CBR: Do vou mean to coordinate them?
Bo: I mean, to organize them into the
various kinds of corporations 1 men-
tioned earhier.

CBR: What military technology does
Chima need trom the US?

Bo: Well, vou know Vice-Premier Geng
Biao visited the US this vear, and dis-
cussed questions of this kind with the
US. Tam not too clear on the details, but
as tor the most advanced technology,
the US does not wish to provide us with
that at this moment.

CBR: By 1985 1s it possible that Amen-
can tracde with China will have the same
share as that with Japan:

Bo: Well, | think now it's very ditticult
to give vou a definite answer 1o voun
question. But I can put it this way, there
will be development between the US
and China trade; to look at the long-
term prospects, there will be great de-
velopments. The development so far s
really far trom enough.

I'he question now hes in the fact that
we want very much to buy things from
the US but we are short of toreign cur-
rency. It won't do tor us to just keep on
buyving from the US. We request that
the US buy from China and in greater
volume. It the US buys more from
Chimna, then we will have more hard
currency, and then we can buy more
trom the US.

In my personal view, it 1s not a fact
that the American market doesn’t need
Chinese commodities. There 1s a nega-
tive balance ot trade between the US
and Chia. This situation should be
changed. The passage ot most favored
nation treatment should be a great step
torward tor the development of trade
between our two countries.

I'he Export-Import Bank of the US
promised to make $2 billion in loans
available to China. We will give con-
sideration to how we should spend the
money. We cannot simply use that $2
billion to buy equipment from the US.
It we were only using the 82 billion o
buyv equipment, then how could we pay
back the money?

So we should serously try o tind
ways ol cooperating, such as in studving
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the transtormaton ot the existing en-
terprises, and in the development ol
energy resources in China

During my visit to the US this time, |
discussed with various corporatons we
visited the possibility of China manu-
fa Turng certan « |:]|||)n:|t'll[~ tor them
We might also cooperate with medium-
sized and small enterprises or corpora-
tions in the Unied States. There's also
the possibility of toreign enterprises in
vesting in China. What I mean really is
that trade between us should be a two-
way strect, not a one-way street.
CBR: In this I think there is general
agreement. When the Five-Year Plan,
198 1-8%, is set in motion in January ol
next vear, will that be the end of the
readjustment period?
Bo: Well, the Five-Year Plan will be
from 1981 to 1985, but during the tirst
and second vear it will sull be a read-
justment plan. That readjustment will
not impede the development ol trade
with toreign countries. On the con-
trary, it is precisely due 1o the read
justment that our economy will con-
tinue to de \l'|np_ and trade with ||114'I:11
countries \\||| mnereasc.

For mstance, readjusting an auto-

mobile factory or truck factory will n-
crease trade. Yesterday, | had a discus-
sion with a representative trom Gener al
I'he McDonnell
Douglas Company is still having discus-

Motors on this topic

sions with our factories in Shangha
with regard to joint manufacturing of
the DC-9. Although we cannot take the
whole project as originally sugpested,
we can at least make \(ll]]('ll?lll])tllll’lll\.
such as the door. That 1s also a torm of
cooperation

[t large corporations in the US un
derstand this point clearly, and do then
share in helping China to develop s
capabilities, T think by 1985 1t 1s not at
all impossible that trade with the Unit-
ed States may (‘(|l|.|| O €VEN SUTpass the
share with Japan.

Japan, Western Furopean countries,
and the US are really competing to do
busimess with China. The Japanese are
really good at conducung  business
Now Japan has made available to China
S2 hillion in overseas development
funds. The iterest 1s 3 percent, and
pavment of terest and princapal will
begin atter ten vears, 1o be pad off
within 30 vears. China welcomes this

tvpe of linancing

CBR: Are vou saying that the DC-9 fac

tory and General Motors project will
require that kind of financingz Will
they come to pass. those factories:

Bo: No. At the moment they mvolhe
some technical problems and other
questions. [ am saying the Japanese are
realistic in conduc ung business

CBR: May we now discuss the machime
building commission =

Bo: 1he State Machine Building In-
dustry Commission was estabhished o
coordinate related mimstnies of  the
machine building mdustry. Tts mam
function now is to guide and assist re
lated ministries in the formulaton ot an
overall plan, as well as the realization of
technical advances and the study ol
how to reform our management sys-
tem.

CBR: There will be a new corporate
Chinar China will become a hutle more
like Americar

Bo: On my present trip I really want o
learn from the US, but we will proceed
according to practical conditions n
China. We have ditferent svstems. But
on my present trip, I am really gettuing
interested 1in the orgamzanon ot vour

large corporations

If you can’t speak the People’s language,
you can’t reach the people.

b
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Let our PRC-trained staff translate
your material from English to Chinese.

JPD Enterprises now provides the highest caliber translation and related production services
for all your business communications with the People’s Republic of China.

¢ Technical translation
* Typing and Typesetting
¢ Graphic design

Turn your brochure, advertisement, slide show, videotape or film into a highly effective
message or selling tool. For accurate, innovative and creative presentations give us a call.

Our business is people to People’'s communication.

TELEX: 194 409 |PD LSA

JPD ENTERPRISES

522 South Sepulveda Boulevard Suite 207

Los Angeles, CA 90049
(213) 476-8556
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Interview with Li Kaixin

China’s Planning System
in Transition

Lt Kawxan, director of China’s Siate
Bureav of Supplies and vice-chairman of the
State Planrmang  Commussion, vwited  the
Unated States from October 15 to November
7 as a guest of the National Council. Hs
burean, httle-knoun to most American com-
panies, s charged with the detailed constric-
twn and execution of China's long-range
and annual imdustrial plans under the policy
mudance of the State Planrmng Commassion
and the State Fconomie Commussion In this
interview with CBR Edutor James Stepanek
and staff writer Dort Jones on October 15,
L1 Kaixin also discusses the bureau’s tal
role in foreiygn trade planning.

CBR: Many Americans are confused
about the way Chinese planners cate-
gorize and distribute goods. Can you
explain to us how this works and tell us
what types of commaodities your bureau
is in charge ot?

Li: Currently, tor purposes ol circu-
lation, Chinese goods are divided into
two main types: “means of livelihood”

by which we mean consumer goods
and commodites, which are handled
through commercial channels; and
“means of  producton” meaning
producer  goods and  commaodities,
which are handled by the state at var-

1ous levels.,
Means of producnon are fturther

subdivided into three categornies. Im-
portant. commonly used means of pro-
duction, such as steel products, are
handled by the State Planning Commuis-
ston and the State Bureau of Supplies:
there are 256 kinds of goods in this
category. llllpnl'l;lll! means of |)|‘(uh|(-
ton with specialized uses, such as powet
plant equipment, are handled by the
various industrial and transportation
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ministries; altogether there are 581
kinds in this category. The other ordi-
nary means of production are handled
by -various provinces, municipalities,
and autonomous regions. There are
over 10,000 goods in this category.

The 256 important commonly used
means of production handled by the
State Planning Commission and the
State Bureau of Supplies are further
divided into two categories: one is for
fuels, raw materials, and materials, in’
cluding 101 1tems such as coal, steel
products. nonterrous metals, wood,
cement, sulfuric acid, nitric acid, soda
ash, rubber, tires, etc. The other cate-
gory is for machinery and electrical
equipment, including 155 items such as
machine tools, motors, industrial boil-
ers, automobiles,
forth.

CBR: How does the State Bureau go
about coordinating the allocation and
transportation of those commodites?

Li: Under China’s long-term plans

bearings, and so

for the national economy, that is, the
five- and ten-year plans, the State
Bureau of Supplies draws up a balance
sheet for important production mate-
rials. According to the annual plan for
the national economy, we also draw up
an annual balance sheet for the 256
types of production materials men-
tioned previously and work outa distni-
bution plan among the ministries and

various provinces, municipalities, and

autonomous regions. We also coordi-
nate factories that produce the materals
and those that need them in order 1o
carry out ordering and supplying ot
I'hus, the State Bureau of
Supplies is both an agency in charge ot
the circulation of production materials
and an agency in charge of concrete

materials.

business transactions.

CBR: What do vou mean by “draw-
ing up a balance sheet™s

Li: By drawing up a balance sheet,
we refer to the balanang of resources
and needs during a future period of
time such as a year or tive years. “Re-
sources” generally include the quanti-
tes produced, imports, and invento-
ries. “Needs” generally include  the
needs of  production, mamtenance,
capital construction, scientfic educa-
tion, national defense, foreign md,
exports, etc. If in making the balance
sheet tor the annual plan there occurs a
shortage or surplus, we take appro-
priate measures and try our best to geta
balance or a basic balance. In many of
the last 20 vears, since the late 1950s,
there were shortfalls in the producton

of some materials because production
targets were too high and the scale of
capital construction was too large.
Many other materials were
stocked, causing great waste.

CBR: What s involved in drawing up
a distribution plan?

Li: Well, as vou know, some Chinese
factories are managed by ministries and
others by locahities. Thus the tactonies
separately submita plan and an applica-
tion to the various ministries and locah-
ties to fulfill their needs tor fuel, raw
materials, materials, and machinery
and equipment. Then, each ministry
and each province, municipality, and
autonomous region sums up the needs

Oover-

of all the enterprises beneath it and
submits a plan and an application to the

“Material Ordering Confer-
ences. . . bring together factor-
ies that need materials and
those that produce them in
order to sign order-and-supply
contracts. . . . Both state-

owned and collectively owned
enterprises may participate in
these biannual conferences. In
the future, joint ventures may
participate also.”

State Planning Commission and the
State Bureau of Supplies.

After that, the State Bureau ol Sup-
plies reviews the requests, draws up a
distribution plan, and hands it over to
the National Planning Conference for
approval.

National Planning Conferences are
held once a year, generally in Septem-
ber or October. After approval, the re-
sults are given to each ministry and o
cach province, municipality, and auton-
omous region, which then gets back o
the local factory that needs the mater-
lals.

I'his method has an important func-
tion in guaranteeing the important tasks
of production, construction, scientific
research, and navonal defense, but it
also involves excessive red tape and in-
etticiency. and leads to unrealistic ex-
pectations.

CBR: We have heard that Chinese
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enterprises often get together and sign
contracts to ensure supplies of impor-
tant raw materials and capital equip-
ment. Can you tell us how this works
and how the State Bureau of Supplies
fits into this process?

Li: Certainly. All local factores that
need materials must make a detailed
ordering list according to the distribu-
tion plan. Then the State Bureau of
Supplies and the relevant industrial
ministries will hold Matenal Ordering
Conferences. These bring together fac-
tories that need materials and those
that produce them in order to sign
order-and-supply contracts. Factories
that need a large quanuty of materials
attend these meetings in order to place
an order; 1f only a small quanuty 1s
needed, the enterprise goes to the mar-
ket and gets it immediately.

Over 70 percent ot the products
handled by the bureau are allocated at
these conferences; these products are
directly delivered by the production en-
terprises to the enterprises that need
them. Less than 30 percent of the prod-
ucts are delivered through local sup-
ply stations, without contracts being
signed. Both state-owned and collec-
nvely owned enterprises may partici-
pate in these biannual conferences. In
the future, joint ventures may partici-
pate also.

I'his method also has some draw-
backs, though. Since ordering meetings
are held only twice a vear, in October or
November and in April or May, it is
ditficult to adapt to changes in produc-
tion and needs, and this causes some
units to be short of matenals while
other units are overstocked.

CBR: We have read a great deal
about the economic reforms discussed
at the National People’s Congress. Will
the role and purpose of the State
Bureau change as a result of China’s
decision to reorganize the country's
economic structure to allow greater
enLerprise autonomy?

Li: As vou know, since 1979 our na-
tional economy has been carrying out a
policy of readjustment, reform. con-
solidation, and improvement. By re-
adjustment, we mean readjustirg the
proportionate relations: by reform, we
mean reforming the economic struc-
ture. These two tvpes of reform are the
maost important aspects of this policy.
I'he purpose of this policy is to ensure
stable, coordinated, and sustained de-
velopment of our national economy.
T'his is a fundamental change in the
guiding thought of our economic con-
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In July 1981, WORLD FARMING MAGAZINE will break
into China with its first Chinese language edition.
OUR INVITATION

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

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

SPECIAL BENEFITS

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

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

SPECIAL INQUIRIES

Each interested decision-maker will have the opportuni-

ty to ask for more information about your advertised

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

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

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

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

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

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

farming

/\/"‘

P.O. Box 12801A Overland Park, Kansas 66212 913-888-4664




struction. During the recently con-
cluded third plenary session of the Fitth
National People’s Congress, the major
reforms touched upon were:

« We plan to change the govern-
ment's overly centralized management
structure by expanding the enterprises’
power of self-management. We also
plan to expand the rights of the
workers to participate in the manage-
ment of the enterprise. In the past, we
regulated the economy by one method
only—planning.

« We will combine planning with

regulation of the economy by the
market.

o In the future, we will institute a
new policy of relying mainly on eco-
nomic methods to manage the econ-
omy, such as interest rates, taxes, and
prices; in the past, we relied mainly
on administratuve methods. The pur-
pose of this retorm is to rationally or-
ganize production and distribution of
economic resources, to achieve the
greatest economic results using the least
amount ol labor, and to speed up the
construction of socialist modernization.

I'hese changes in China's economic
structure will mean the supplies system
must also undergo major reforms.
Hencetorth, materials
should be organized and arculated by
the market under the guidance of the
state plan. The main pomnts of the re-
form of the supplies system are:

production

« We will no longer depend on only
one method of distribution and alloca-
tion, but will use several methods of
purchasing and markeung. With the
exception of a small number of impor-
tant production materials that are
short supply (such as fuel, wood, steel
products, etc.), which will remaim un-
der planned distnibution, all other pro-
duction materials will be bought and
sold freely.

« Market
greater role in determining commodity
circulation. In the past, we organized

forces will be given a

distribution and allocation based on
administrative  departments and  ad-
ministrative regions. Formerlv, goods
produced in one province or by one
ministry - were frequently  distributed
only in that province or through the
supply channels ot that ministry: in the
future, goods will be able to cross geo-
graphic and boundaries
more easily.

ministerial

« The prices ol production materials
should be regulated according to pro-
duction costs and changes in market
supply and demand. Some products

In the future, we will institute a new policy of relying mainly on
economic methods to manage the economy, such as interest rates,
taxes, and prices; in the past, we relied mainly on administrative
methods. The purpose of this reform is to rationally organize
production and distribution of economic resources. . . .

should be priced according to the plan.
In the case of other products, the price
should be allowed to float within a cer-
tain range; and other products should
be treely priced according to changes in
the supply and demand of the market.

o he State Bureau of Supplies and
the companies that belong to it should
adopt commercial methods and estab-
lish buying and selling relationships
with the factories that need production
matertals.

State Bureau of Supplies

Address: 25 Yuctan  Ber Jie,
Bepmg, Chima
Telephone: 8491990
Director: |1 Kaixin
Deputy Directors (ten): Zhuny
Rutkuan, Hang Kangli, L Hua,
Li Qichang, Liu Binghua, Luo
Zeqing, Song Erhan, Tong Zhen,
Yang Chunmin, Yu Liaogu
Directors of the nine companies
under the State Bureau of Sup-
plies:
China Metal Materials Company
Song Erlian
China Wood Products Company:
Liang Saiming
China Chenmcals and Construc-
non Materials Company: Han
kanli
Chima Fuel Companyv: Liu Nan-
sheng
Chma Machmery and Elecncal
I-fimplm'nl Company: L1 Shan-
71, Wen Hua
Chimna Scrap o Metal Recoven
Company: Wang Zejiu
Chimna Production Materials Ser-
vice Company: Gu Tilia
Chimna Storage and ‘Transportanion
Corporanon: Lin Chunzhun
China Contamer Company: Gan

Yumel
SOLRCE State Burean ol Supphes
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In a nutshell, we should pay special
attention to the funcuon of the law of
prices and study how developed coun-
tries organize the circulation of major
producnion commodities. We should
pertect the socialist economic system
and move one step closer to bringing its
superionty into play.

CBR: We read in a Xinhua report of
August | that your bureau intends to
reduce the number ot commodiues
which are under “planned allocation™
from 256 to 68, Has this policy been
adopred?

Li: The number of goods to be dis-
tributed by planning has not vet been
decided. Tt may be even less than 68.

CBR: We have learned that there
are nine companies under the State
Bureau ot Supplies. What are the re-
sponsibilities of these companies? Also,
what functions are performed by the
l)lll(ulll'\ Various (tt‘[).l]“]l('ll(‘i.’

Li: I'he State Bureau of Supplies is a
government agency directly under the
State Counal ot the People’s Republi
of China. Its organizational structure
has two divistions. The first contans
eight  admimstrative

which include the following: Compre-

organtzanons,

hensive Planning Bureau for Materials:
Planning  Bureau for Materials o
Capital Construction; Planning Bureau
for Materals Used lor Navonal De-
fense: Bureau ot Scaentfic and Tech-
nological Educanon; Finanaal Bureau
tor Capital Construction: Research
Department: and Admimstrative Of-
fice.

[ hese bureaus are mainly respon-
sible tor materials plinning. busimess,
admimistravon, and management,

I 'he second division contains organ-
1izations m charge ot concrete business
transactions. Ttoncudes nine compa-
nies: China Metal Matenals Company:
China - Wood  Producs Company:
China Chemicals and  Construction
Matermals Company: China Fuel Com-
panv: China Machinery and Electrical
Equipment Company: Chimna
Metal Recovery Company: China Pro-
duction Materals Service Company;

Scrap
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China  Storage and
Corporation; and  China  Containetr
Company.

Each of these compamies takes charge
ol a certain number of the 256 impor-
tant, commonly used  production
muaterials handled by the State Bureau.
I'he companies are responsible for
drawing up supply-and-need balance
sheets, and distribution plans. They
also  organize the above-mentuoned
Material Ordermg Conlerences,

T ransportation

All industrial and communicatons
munistries, the Ministry of Natonal De-
lense, and all provinces, municipalities,
and autonomous regions have supply
bureaus. which are the local counter-
parts to the State Bureau ol Supplies.
I'hey are responsible tor managing and
supplving materials to the enterprises
under them, These bureans are under
the dual leadership of the State Bureau
and a mimistry (if the bureau speaalizes
along mdustrial linesy or a localiny af 1

The State Bureau of Supplies, its
nine companies, and local
bureaus, employ 430,000 peo-
ple at the county level and
above.

15 i charge of enterprises in a certain
region). The State Bureau of Supplies
together with these local bureaus make
up the entire national supply system fon
production materials.

CBR: How manv  people
China's natonal supply system employ -

Li: ‘The State Bureau of Supphes. its
nime  compames, and  local
employ 430,000 people at the county
level and above. After the system has

does

bureaus

been reformed, these people will no
longer do administrative work, but they
will be needed 1o work in business and

marketing. About 1,300 people work in
the Beijing headquarters of the State
Bureau of Supplies.

CBR: Can vou please describe to us
the relatonship between  the State
Burcau of Supplies and the State Coun-
alz

Li: As | sad belore, the State Bu-
reau of Supplies 15 a governmental
agencey directly under the State Coun
cil; s led by the State Counal in both
admimistrative and routime work.

CBR: What 1s the State Burcau of
Supplies” relatnonship with the Stte
Planning Commission, the State Eco-
nonne Commnussion. and the State Im
port-Export Commission?

Li: Although these three organiza-
tons are also directly under the State
Council, ecach one takes responsibility
for work i one sector and each one s
chared by a vice-premier. Thus, each
COINISSsIon [ilk('."\ I('.I(l('l\!ll[] Oover oer-
an matters with regard 1o ampo

The State Bureau of Supplies’ Role in Foreign Trade

CBR: What is the relationship of
vour bureau to the Ministry of Foreign
I'rade? Does the State Bureau of Sup-
phes make import purchase decisions?

Li: China's
Irade is also a governmental agency
cdirectly under the State Counal. Tt
manages and runs the i!llpm'l and ex-
port trade of the enture country, includ-

Mimistry - ot Foreign

mg industrial products and agriculiural
and sideline products, as well as means
of hivelihood and means of producton.
Formports and exports ol the 256 1ypes
ol important. commonly used produc-
ton materials, the Minisiry of Foreign
Lrade and the State Burceau ot Supplies
work closely together, The steps in the
planning process are:

1. On the basis of the conditions ol
supply and demand, the State Bureau
ot Supplies decdes the total quantity of
inports and exports needed at the tme
the balance sheetis drawn up. This de-
cision must be approved by the State
Planning Commission,

2. The State Bureau ol Supphies de-
aides the (]U;llllil\ to be distributed 1o
ministries and the provinces, munici-
palines. and antonomous regions. As
long as these dedisions contorm with
the plan, State Planning Commission
approval is unnecessary.

3. In the case of imports, each unit
that needs to import something submits
a detailed list to the relevant company
ol the State Bureau ot Supplies {or ap-
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proval. After evaluaton and approval,
the request is forwarded to the appro-
priate corporation of the Ministry of
Foreign Trade.

4. On the basis of the approved list,
the toreign trade corporation organizes
the purchase price, conducts negotia-
tons, and signs a contract.

5. Some ol the imported materials
are received directly by the unit that
needs them: others are received by the
relevant company ol the Bureau of
Supplies and thendelivered to the unit,

Currently each year we import mil-
lons of tons ol steel, hundreds of thou-
sands ol tons of nonlerrous metals,
about a million cubic meters of wood.,
hundreds of thousands of tons of caus-
tic soda, hundreds of thousands of tons
ol rubber, and tens ol thousands of
heavy trucks.

CBR: Does vour bureau have the
authority to allocate toreign exchange:

Li: The State Bureau of Supplies
also directly takes charge ot a certain
amount ot foreign exchange on behall
ol the State Planning Commussion. This
foreign exchange, amounting to about
2 billion a vear, 1s used mainly to im-
port machine parts and components,
istruments and meters, and  organic
chemicals all used mainly for man-
tenance. According to the needs of cach
unit. the Bureau of Supplies approves
the use of foreign exchange, examines
the ordering hst, and hands it over to

the relevant toreign trade corporaton
to organize the imports.

For mstance, it the Ministry of Metal-
lurgical Industry has a mine which
needs foreign exchange tor capital re-
placement, then the authorites ot this
mine must report to the Ministry of
Metallurgical Industry, which then re-
ports the need to the State Bureau ol
Supplies. If the Burcau gives its ap-
proval, it gives the local mine authori-
ties the amount of foreign exchange
necessary for the purchase.

In addition, when there s an exhibi-
ton of foreign products in China. an
enterprise  must apply to the State
Burcau ob Supplies if it wants 1o pur-
chase one of the products on display in
the exhibition. Atter the request s
examined and approved. the enter-
prise can buy the product.

As Sino-US rade develops step-hy-
step. the related work of the State
Burcau ot Supplies 1s expanding. For
example, we are importing steel proxd-
ucts, machimery, instruments and meters,
clecincal  apparatus,  and - chemical
products, among other items, and we
are exploring the possibility of import-
mg wood from the US. As our toreign
trade  structure undergoes  turther
reform, the companies attached 1o the
State: Bureau ol Supplies will surely
play a more important role i foreign

trade than i the past.
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tant routine work of various mimstries
and general bureaus. The management
of important. commonly used produc-
tion materials (for which the State Bu-
reau of Supplies is responsible) 1s one
aspect of the national economic plan
for the balancing of manpower, mate-
rials, financial resources, and foreign
exchange: thus, m this important work,
the State Bureau of Supplies s under
the leadership of the State Planning
Commission.

In the important work of allocating
the relevant production materials o
carry out the plan, the State Bureau of
Supplies is under the coordination and
leadership of the State Economic Com-
mussion and the State Import-Export
Commission.

CBR: Mamy Americans are confused
about the funcuons of the State Price
Burcau. Can you tell us how it wor
with the State Bureau ol Supph

Li: [he State Price Burcau s also a
governmental agency directly under
the State Council. Tts status 1s the same
as that ol the State Bureau of Supphes.
It 1s an agency responsible for indus-
trial products, agricultural and sideline
products, means ol production, and
means of livelihood. Tt has a headquar-
ters stat of over 200 people.

The State Price Bureau is also under
the leadership ol the State Planning
Commission with regard 1o important
matters. The 256 tvpes of production
materials handled by the State Bureau
ol Supplies are sold at fixed prices and
are within the scope of the State Price
Bureau. It consults with the relevant
industrial mimstries and with the State
Bureau of Supplies to fix the prices.
The pricing decisions must be examined
by the State Planning Commission and
reported to the State Ce yanail for final
approval,

CBR: One last question. Can yvou tell
us the relationship between your bureau
and the various industrial mimistries:

Li: The industrial mimstries are also
governmental agencies directly under
the State Counal. When the units be-
longing to them need any of the above-
mentioned 256 types of production
materials, they must apply to the State
Bureau of Supphies for permission 1o
distribute the materials. Those of the
256 types of production materials which
are produced by units belonging 1o
them are handed over 1o the State Bu-
reau of Supplies for distribution 1o the
units that need them, according 1o the
regulations.,

CBR: Thank vou very much, Mr. L%
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Renqiu’s Buried Riches

High-yield wells in Rengiu’s “buried hill” formation produce

one-tenth of China’s oil.

Discovered in 1975, the Renqiu oilfield
south of Beyping was opened to foreygners for
the furst time in early 1980. CBR staff wniter
Dori Jones and Delegations Department Di-
rector Stephanie R. Green accompanied two
Natwnal Council  petrolewm  production
delegations that visited Renquu oilfield m
August and October. The follounng s thewr
combined report. A note of thanks is extended
to Forrest |. Garb, presulent of H_J. Gruy
and Associates, and to Denas . O"Donoghue,
president of BWT Technology, for their at-
tention to the technical detail contained in
this article.

Hebe
Province has been transformed from
poor tarmland mto the site of China's
third most productive oilticld Ren-
qiu. The annual harvest of corn, wheat,

In six short years, central

suntlowers, and fruits may not have in-
creased significantly, but the oilfield
which has grown up in the madst of
these crops now produces 10 million
metric tons (73 million barrels) of crude
oil per vear — nearly one-tenth of
China’s annual output.

Rengiu’s production has supplanted
that of the better-known Dagang. and is
now not tar behind China’s number two
field. Shengli, which produced 188
million tons i 1979, Tts output 1s sull
small compared to China’s number one
oiltield, Daqing. producer of 50 million
tons annually (almost one-halt of Chima's
production). Sull, Rengiu's importance
to China's future should not be under-
estimuated for three reasons:

o Its wells, producimg trom hme-
stone formatons, are the highest-vield-
g m China, averaging more than 600
tons (1,380 barrels) per day. This s 20
tmes the output of an average well m

older fields, such as Daqging and Sheng-

li, which produce from sandstone tor-
mations. Some wells at Rengiu produce
as much as 3,000 tons (21,900 barrels)
ol crude per day, equivalent to the daily
output of 100 wells at Daqing.

« lts oil-bearing layers are not deep,
allowmg relanvely casy drlling and
production.

o Lt s not located mm an isolated re-
gion, as 1s Daqing, but is a mere 96
miles south ot Beipng. Only tive of Ren-

20

qiu’s highly productive wells are re-
quired to meet the crude ol needs of
Beiing's “East is Red” refinery in the
Yanshan Petrochemical Complex.

Despite its hghtning-quick growth in
the last five years, Renqiu’s production
for this vear is projected to be the same
as last vear’s. Chinese officials did not
explain this slowdown, but two factors
may clarity it. First, the Chinese are
tocusing on exploration and develop-
ment of nearby fields and are prepar-
ing to put new wells on stream in 1981,
Second, the Chinese may be holding
down production in order to maintain
pressure on the field, thus minimizing
the production of water.

Geology

Rengiu is actually only one of a com-
plex of five ailfields currently under
development in central Heber Prov-
ince. The other, smaller tields sur-
rounding 1t — Baxian, Hejian, Yong-
qing, and Yanling
tial construction and have yet o release
any production data. All five are oper-
ated by the North China (Huaber)
branch ot the China Natonal Oil and
Gas  Exploraton and  Development
(‘.mlmr';uinn. now headquartered at
Renquu.

Rengiu oiltield spreads out over 200

are sull under ini-

square kilometers (77 square miles) and
may contain as many as 40 hvdrocarbon
accumulations, according to us chiet
geologist, Zha Quanheng. Thus tar, o1l
overlving water has been tound in tour
major tormanons. T'he total area of the
geological tield 1s 36,000 square kilo-
meters. Of this total, Chinese geologists
can confirm that at least 10,000 square
kilometers (3,860 square mles) have
oil-bearig structures and estimate that
productuon may ultimately encompass
30,000 square  kilometers (11,580
square miles).

Oil was first discovered at Rengiu in
June 1975 m Well No. 4 a deep well in
the south section. The discovery was
described as a “major petrogeological
exploration breakthrough.” according
to the Chinese magazine Scentifie Fx-
perument, because 1t was the tirst large
oltield  dis-

carbonate  (hmestone)

covered in China and the oil reservoir

rock formation was the thickest known.
(It should be noted, however, that the
gas tields of Sichuan Province also pro-
duce trom carbonate zones.)

Chinese geologists call the structure
an “ancient crypto-mountain’ or “bui-
ied hill” formation. The oilis trapped in
reservoirs along the tops of four “bur-
ied  hills™ some 11480 teet (3,500
meters) below the surface. These four
structures are similar to but not exactly
like antichinal structures found in the
U'S: they are ancient hills which subse-
quently were buried by sedimentation.

Most of the oill-bearing strata in the
main part of the oiltield date trom the
Sintan period, 100=200 million years
ago. Other strata were formed in the
Cambrian and the Ordovician periods,
HO0-600 million vears ago. The olfield
is overlaid by Tertiary sediments. Tt is
located on the east side of a major fault
trending northeast to southwest and
is approximately 4 to 7 kilometers wide
by 50 kilometers long.

I'he reservoir rocks consist of dolo-
mites and limestones having tracrures,
vugs (small holes), and sometimes large
caverns or voids. This can cause drilling
ditficulties such as the loss ot dnlling
fluids, and sometimes damage to the
drill-strings. The heterogenous perme-

Chinese-built rig at Renqiu.
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ability and porosity development of the
rock undoubtedly account for widely
differing production capabilitics he-
tween wells. Hot acid stimulaton is a
common completion process.

Organization

Rengiu, along with the four other
smaller Hebei fields, belongs o the
North China (Huabei) branch of the
China National Oil and Gas Explora-
tion and Development Corporation.
Formerly headquartered at Dagang,
the branch was transferred to Renqiu
last vear when its production exceeded
Dagang's. Dagang is sull statted with
some employees of the North China
branch. however.

Huabei's current managing director s
Ma Yonglin, while the deputy manag-
ing director in charge ot equipment is
Zhu Zhixian, host tor the Council’s two
delegations. The branch has a sttt of
60,000, of whom 5,700 are techmicians
and 1,000 are engineers or geologists
One-fourth are women. The branch
also has a research institute and plans to
set up a petroleum college.

Huabei's departments include those
tor explorauon, drilling. production.
training. materals supply, and trans-
portation. The drilling department was
often referred to as a dnilling “com-
pany” by engineers who spoke with the
delegations.

I'he North China branch originally
maintained close ties to the party and
provincial governments of Heber Prov-
ince, as did those of Daging and Sheng-

li. However. as China begins to sepa-

Continental Emsco rig at Renqiu.

rate party committees from the coun-
try's administrative apparatus, Rengiu
has acquired more autonomy from the
Hebei Party Committec,

Foreign Equipment

According 1o Rengiu  engineers,
Rengiu has 88 drilling rigs, only five ol
which are large-size deep-drilling rigs.
Most of the total number are Chinese-
made, but at least five are Romanian,
with design depths of 5900, 11480,
15,120, 19,690, and 22,960 teet. Two
are recently  delivered  Contnental
Emsco rigs, with design depths of
15.570 teet. Four of the Chinese rigs
have Caterpillar diesel engines, as do
the Continental Other
American equipment, including Hydril

and Cameron blowout preventers and

Emsco  nigs

NL. blowout preventer controls, will be
used on the Emsco rigs. Imported Reed
and Hughes dnll bits were also seen at
Rengru.

A large amount of Japanese, West
German, and French equipment has
also been purchased, according 1o a
Rengiu equipment specialist. The sec-
ond National  Councl deleganon,
which had the opportunity to visit the
}u-tmlc-um isttute in October, was -
pressed  with  the sophisucated -
ported equipment in evidence there
I'his group was visiting Rengiu at the
same time that a group ot Schlumber-
ger technicians was conducting logging
operations  there. I he chairman ol
PEMEN. Mexico's national oll company,
was also m Rengru at that time.

Exploration, Drilling, and Production

Rengu's rigs vary in dnlling capaany
from 10500 feet to 23,000 feet: the
deepest the Chinese have dnlled thus
far is 16,400 feet. Most ol the oil hes
between 10,300 and 11,400 feet beneath
the surtace in tour reservoirs. The pay
sones vary in thickness from about
1 215 1o 2,790 feet. Due to taulting, the
producing formations fall within a
6.500-toot thick interval. Well No. 1,
located on the top of the highest buried
hill, has exhibited 2,790 feet of thick-
ness.

Rengiu produces light crude, with a
high-wax, low-sulfur content, similar to
oil from other Chinese fields, but con-
taining up to 20 percent hydrogen sul-
fide. Its natural gas content 15 ex-
ceptionally  low, and  the saturaton
pressure is only some 4 percent. As a
result, some wells on the perimeter of
the field are water-injected to maintain
the reservoir pressure. The producing
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Facts and Figures on Renqiu’s Oil

0.85-0.88
(35.0-29.3°
APL
(.06-0.26%

1 5-26%

Specific gravity

Sultur content
Wax content

Natural gas
content t-6m' ol
natural gas per
m” of oil
Methane content
in gas BOY%
Viscosity 510 cenupoise
3,000—1,000
mg per hter

Salinity of
formaton ol
water

Salt content 1,200 parts per
mill

SOURCE: Rengiu otlheld geologists.
August and Ocrober TYRO

mechanism  tor the field s natural
water-drive  supplemented Iy
injection. Water production is a prob-

wadler

lem, as is the case in most tractured and
vugular carbonate reservoirs overlving
water. Some wells produce as much as
60 percent water, with an average for
all wells of about 30 percent. Renqiu’s
gas, which is 30 percent methane, s
dehvdrated after being separated at the
gathering statons.

Oiltield staft stated that Rengiu has
over 50 production wells. of which 29
are actually producing m the north sec-
Lion

Production Well No. 11

Rengiu's No. I welloa typical high-
vield well. produces 1T.500 1ons (about
10,950 barrels) per day. Spudded n
October 1975 and  timshed  three
months later, 1t began producuon n
March 1976, In s tirst months of pro-
duction, the well averaged 3,963 1ons
per day on a 40 millimeter choke, but
daily output tell to 2,053 tons by March
1980, In an effort to maintain reservon
pressure, the No. Il well was reout-
fitted with a 22 milimeter choke, and
by August 1980 it was producing at a
daily rate of 1,500 tons. By October,
this well had produced 4.3 million tons
of oil (3 1.4 million barrels).

I'he well is located i the north part
of the oilfield, at the apex ot the highest
buried hill. The oil-bearing sands range
{rom %.669 to 9,158 teet. The well was
drilled shghtly beyond this point to a
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9.168-1oot  depth. 1t
through 7-inch casing from an open-

produces ol

hole completion, without the use of a
pump and without water or gas mjec-
tion.

Ihe well was first dilled with a4 15
Yi-inch bit to a depth of 3117 feet.
Atter setting 13 *s-inch casing at 2875
teet, the well's crew used a 9 %-inch bit
down 1o 8.672.7 teet, then set 7-inch
casing at 8.648.3 feet. A H-inch bit was
used to the well's final depth o1 9,170.3
teet. and 2 Yo-inch tubing was hung to a
depth ot about 91076 feet. This t-
bing 1s not currentlv in use, but will be
deploved when production rates fall
during the later lite ot the well.

I'he wellhead is of Chinese manutac-
ture and has a ratimg ol 3,000 ps]
(pounds per square inch). The rest of
the equipment s also domestucally
made. Two women manage the well,
which has a high producovity of about
71 barrels per dav per s Other data
pertammg to the No. 11 well:

Flowing wellhead pressure: 31 atmo-
spheres CHELPSD)

wellhead  pressure: 10

Closed-imn
atmospheres (388 Ps1).
Flowig bottom hole pressure: 250

atmospheres (3,671 Ps1).

Closed-im bottom hole pressure: 260
atmospheres (3,822 psp),
Bottom hole temperature: 129°C

No. 2 Gathering Station

Ol from 29 wells in the northern
area ol the tield s oransterred 1o the
Rengin Noo 2 Gatherig Station, buih
i January 1976, At the station the
crude ol s dehvdrated, degassed. an-
alvzed, and metered betore bemng sent
by 20-inch pipeline 1o Beijing, or o
Fianjin. About
30,000 tons are sent daily 10 Beijing,

Cangzhou, south of

where much ot i supplies the Yanshan

Petvrochemical Complex, Another
10,000 tons a dav goes southeast 1o
Cangzhou, where 1t s mixed with
Shengli crude and sent to Nanjing.

'he oil. entering the pipeline at 71°C
(T607F). cools rapidly 1o abour 31°C
(887F) as 1t proceeds 1o Bening. There
are three heatmg stations along the
pipehlne to Beijing, which are used only
when needed. There is also one booster
pump station along the pipeline.

Ihe gathering station has a storage
capacity of 80,0000 cubie meters m seven
tanks. Another 20,000 cubic meter tank
is under constructnon. There are two

botlers with a combined capacity of toun

million kilocalories used tor emergency
power,

I'he water removed Trom the oil is
treated and used for water injection,
Part ol the natural gas removed trom
the oilis hiquetied and the remainder is
used as fuel.

I'he gathering stanon has a small
laboratory tor analysis of oil and water.
I'he station reported an average daily
pumpimg rate of 150-550 cubic meters
per hour at a pressure of 20 kilograms
per square centimeter,

Two Chinese-Built Drilling Rigs

I he rig visited by the National Coun-
al delegation mn August was in the pro-
cess of drilling us third well in one and
one-halt vears. It was temporarily shut
down because ol a lost circulation prob-
lem. In four months, the 75-member
drilhng crew had drilled to 11480 teet,
just short ot the top of the pay zone at
12,031 teet. The Chinese-built rig has a
maximum cGipabihey of drlling 13,120
teet. The crew was using mud with a
speatbic gravity of 1.OR (9 Ibs. per gal-
lon) atter running the casing: betore
that, the mud weight was 1.3 (10.85 Ibs
per gallon). This g, located near the
No. 1L producnon well, had a single.
Chinese-built blowout preventer (BOP)
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more than the mechanical transfer of words from one
language to another

Chinese Marketing Communications offers top quality
translations for the P.R.C. markert.

We will also handle your graphic design, typesetting
and printing needs. One contact. One deadline.
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that was operated manually.

Another drilling rig, No. 214, visited
by the second National Council delega-
tion on October 17, had begun drilling
nearly a month earlier. Mr. Zhou, the
team leader, revealed that six bits had
already been used to reach the current
depth of 9,150 teet. No blowout pre-
venters were in use. Mounted on a very
low substructure, the rig is of Roma-
nian design, and appeared 1o have a
capacity of about 10,000 feet.

Delegates were surprised to see that
there were no cutungs in the drilhing
mud and no dnll pipe on the racks,
despite the fact that the Chinese said
driling had been going on tor one
month. The reason for this may have
been that the Amencan group armved on
location just after a “trip” (the removal
of all the pipe m order to change dnill
bits), and betore the cutungs had sur-
faced. The mud pit system was made ol
brick and cement rather than steel, and
it was obviously not intended to be
moved, unlike American equipment,
which 1s usually mobile. Mud was cir-
culating in the tanks.

A review of the equipment showed
two diesel engines of about 500 hp driv-
mg through reducnon gears into a
compound which could contain three
engines. Only two engines were in-

stalled, which appeared to operate at
about 1,500 rpm. The chain and the
drive belt adjustments were very loose,
and some guards probably had been
removed because of this fact.

The mud pump appeared to be pat-
terned after Ideco equipment. While it
was ditticult to interpret weight on the
bit, the rotary was turning at about 70
rpm.

The size of the hole was 9 % inches.
The surface casing of 13 % inches had
been set to 427 feet. The team planned
to set production casing on October 20,
when theyv were scheduled to reach
9,512 teet. After cementing the casing.
they were heading for a total depth of
about 9,910 fteet.

The drilling fluid was a water-based
mud with a specific gravity of 1.25, ac-
cording to Mr. Zhou. They were using
additves including caustic soda, he
said, but indicated that the mud did not
contain any oil or other lubricant.

Rengiu’s American-built Rig

The October delegaton visited Con-
tinental Emsco model PRC Land Rig A,
which has a designdepth ot 15,570 teet,
This is the first ng assembled of the
seven Emsco rigs ordered by China in
December 1978, just prior to the estab-
lishment of US-PRC diplomatic rela-

B e e ———
China’s Sagging Oil Production

The discovery ot Rengiu and other high-yield oilfields, such as Liaohe in

Liaoning Province, helped boost China’s oil production by 20-25 percent
per vear in the early and mid-1970s. But that growth has slowed consider-
ably in recent vears: trom 11,1 percent in 1978 to only 1.9 percent in 1979,
This dramatic slowdown occurred despite an increase of 8 percent in pro-
duction capacity in 1979, which means that new wells going into production
barely compensate tor the decline in output of old wells.

China’s ol output is not expected 1o grow atall this year, holding steady at
about 106 million tons. Yao Yilin, the new chairman of China's State Plan-
ning Commuission, told the National People’s Congress on August 30 that oil
production is expected to rise only 0.9 percent in 1981, He told Japanese
officials in September that China’s oil production will fall and keep falling
until the late 1980s. This decline, coupled with the growing energy needs of
China’s economy, has caused the Chinese to scale down their promises of oil
CXPorts 1o Japan,

Chinese Vice-Premier Yu Qiuli told Japan as early as April this vear that
China would have difficulty fulfilling its 1981 crude oil export quota as
called for in the cight-year Sino-Japanese trade agreement signed in Feb-
ruary 1978, In that agreement, China promised to supply Japan 8 million
tons of crude in 1980, 9.5 million tons in 1981, and 15 million tons in 1982
China plans to fulfill its 1980 commitment. But in September negotiations,
China proposed to increase oil exports only to about 8.3 million tons in both
1981 and 1982, talling short of its pledge by 12.6 percentand 44.7 percent in
those two years. In June Vice-Premier Gu Mu offered 1o cover the tempo-
rary shortfall by supplying naphtha and other oil products. Since May 16
China has charged Japan $34.625 per barrel of crude oil; effective Septem-
ber I, the price was lowered 1o $33.125 per barrel. —D)J
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tons. The rig, which cost $4.92 million,
was delivered on June 30, 1980, w0
Ningang port in Tianjin. After spud-
ding uts tirst well on October 3, the rig
had drilled to a depth of 5,084 teet at
the time of the visit. The well was being
drilled to produce not oil but water.
which will be treated and used locally.

Portions of a second Emsco rig were
sull in crates at the site. George Jen-
nings, a senior sales engineer n the in-
ternational  division ol Continental
Emsco and a member of the second mis-
ston, said that at least one of the two rigs
now at Rengiu is eventually destuned tor
Ninpang Province in northwest China,
He observed that there were some
problems with the rigging up, but that
this appeared to be because the Chinese
had not vet received all the necessan
instructions for assembly. The other
five ngs Emsco sold to China will be
used on ottshore platforms.

Again, although drilling had reached
5,084 feet, the Emsco rig at Rengiu had
no blowout preventers in use. A full
stock of preventers from both Cameron
and Hydril were boxed at the site, but it
was not known whether all the controls
had been received. Each of the Emsco
rigs is to use a Hydril annular BOP and
two Cameron ram-type BOPs, Other
newly mcluded
Caterpillar engines and N1 BOP control
svstems.,

arrived  equipment

Although parts of both the powerslip
and hand slip systems had not vet been
received, thus precluding the use ol any
ships, the Chinese had innovated a two-
elevator system for rasing and lower-
ing the pipe to allow the rig to operate.

Jennings commented that the Chinese
had altered the chain adjustment link-
age to allow the chains 1o be run very
loosely, in the Chinese fashion.

Institute of Geology

The second deleganion was given a
brief tour through Huabei's local tech-
nical insutute. led by uts director, i
Yongchang. The laboratories were
impressive, equipped with axchromato-
graph, an intrared spectrometer, and a
very modern mass spectrometer con-
nected to a medium-sized minicom-
puter. Some of the labs had cathode-ray
tube magnetic tape and hard copy
printer terminals. Most ol the elec-
tronics were of Japanese manutacture.
Ensuing discussions revealed that the
equipment s being applhed to the study
ot the formauons in central Hebei o
determime source beds, not reservoir
rock. Z
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China’s US Sales Strategy:

Beginning with a round of formal
introductions and much shaking of
hands, most meetings between US and
Chinese business persons end on a pre-
dictable note. As the American chiel
executive concludes his tamiliar
refrain, once again extolling the virtues
of the company line, the Chinese smile

sales

politely, and invariably reply:

“Yes, we are very interested in your
products. And we trust you will help us
earn the foreign exchange we must
have to buy them by purchasing our
goods.”

The Chinese learn very quickly.

As tme goes by they seem to miss
fewer and fewer opportunities to pro-
mote their wares. The PRC’s recently
announced $17 billion budget detici,
plus a $2 billion trade deficit (81,1 bil-
lion with the US alone) for 1979 have
underscored  the pressing need 10
spend less and earn more in every cate-
gory of economic endeavor, including
foreign trade.

Fven more important was the deci-
sion in 1979 o allow provinces, cities,
and certain factories to negotiate then
own foreign trade contracts — the tar-
ger date for implemenung the reforms
in all 29 provinces is January 1, 1981 —
a historic step which has prompted a
surge of interest in marketing strate-
gies.

I'he Chinese are quickly learnimg
that they must manufacture the kinds
of merchandise Westerners want, and
then sell them in a language buvers
understand.

Design  consultation  with  toreign
firmsis bringing an ever-greater aware-
ness of American tastes to China's tac-
tories, and 1s becoming a more trequent
feature of factory lite, especially for
texules, arts, and crafts producers.
].C. Penney, for mstance, designs and
purchases at least “several million dol-
lars worth” of shirts and sweaters from
several CHINATEXN branches each year,
according to Bob Boulogne, Penney's
mternational

director ol buying.

The First Steps

Carol S. Goldsmith

With one hand steadied on the
importers’ shoulders, China is
taking its first steps in the US
market. Its recently announced
trade deficit convinced leaders
China must sell more in order
to buy.

The Gentle Art of Sleeping

B 1B NI N 151 1 M1 N DB I L T 1L U B IS B N I N L L D L IS R L R S

I'rans-Ocean Import Company of New
York, a major worldwide carpet im-
porter, designs to its own specifications
about 75-80 percent of the goods it
buys from China, mostly  from
the CHINATUHSU and ARTCHINA
branches. Purchases by each company
are made from a central price list, and
no design consultation fees are charged
by the Chinese. One reason for the
“free” service, says Trans-Ocean Gen-
eral Manager Gene Rostov: “They vaiue

our advice, and they want to learn.”

The art of selling: Bloomingdale’s ad turns the picturesque into the profitable.
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New-Wave Delegations

To the Chinese mind, face-to-tace
meetings always offered the best means
of surveying the market and gauging
what commodities should be bought
{rom whom.

Figures tfrom the National Council
for US-China ‘Trade have shown a
steady climb in Chinese selling delega-
tions visiting the United States. In 1978
the Council hosted 11 selling delega-
tions from China; in 1979, 15 delega-
tions; and by the end of this vear prob-
ably 20 selling groups will visit the US.
There are indications that non-Council
delegations have also increased.

*“This vear many more export and
rescarch groups have heen coming
here,” remarks Li Wel, first secretary ol
the Chinese Embassy in Washington,
DC, for the simple reason that such
delegations are “one of the most impaor-
tant wavs to rescarch the market and
push sales.”

Yet more studying than selling otten
occurs. With the general exception of
arts and cralts and textle delegations,
US executives have noted that these
delegations are merely learning what a
particular market is all about.

A case in point: the CEROILS frozen
toods delegation that visited early this
summer. Hugh Symons, president of
the American Frozen Foods Institute,
characterized the group as a “starting-
from-scratch” mission, crisscrossing the
country to visit the tacihues ot Green
Giant, Morton Frozen Foods, Minute
Maid. and even Disney World's snack
bars. to determine how some ot its
canned foods, truits, game, and other
products could be exported to the Us.

Both Svmons and Bob Pederson,
chorrman ot Orelda (the trozen pota-
toes subsidiary of H] Heinz), expressed
surprise at the Chinese's wide-cyed re-
actions to what they saw, adding the
CEROILS people have quite a few vears’
worth of markeung studies and pro-
cessing/packaging development ahead
betore they can seriously penetrate the
U'S market.

“When vou talk about market sur-
vevs.” remarked Pederson, “theyvre so
far behind us and the Japanese I don't
think they know what we're talking
about.”

PRC Representatives

I'he center for China's commercial
activity in the US s s toreign trade
(‘t)l'p(n';l[innh (FTCs)in New York Ciry.
Housed in a former Sheraton just vards
from the Hudson River, 25 Chinese

26

represent the nine corporations that
have made therr way to Manhattan
since 1979 (see box).

[heir job is a mulufaceted one. The
two to tour representatives that stalf
each FTC are charged with the tormid-
able tasks of exploring the market for
their various goods, contacting poten-
tial clients, fielding questions from US
businesses, and laying the groundwork
for a tuture role that no one seems too
clear about, given the shifting trade
structures in China.

Li Xiande, one of three representa-
tives tor China’s machinery import-ex-

port corporation, MACHIMPEX, shares
a nagging problem with many of his
colleagues in trying to promote the cor-
poration’s array of agricultural, textile,
transportation, and mining machinery
and parts. “Our machinery up to now is
not so sophistcated,” Li admits, “and
we find it's difficult to enter the United
States market with our mual prod-
ucts.”

An understatement, to be  sure.
MACHIMPEN has learned quickly that
many of its machines are considered
relics by American standards, and its
secondary products — such as castings,

Washington, DC

China
2300 Connecticut Ave., NW
Washington, DC 20008

Houston

Republic of China
3417 Montrose Blvd.
Houston, TX 77066

New York City

Republic of China to the
United Nations

520 12th Ave.

New York, NY 10036

San Francisco

Republic of China
1450 Laguna St.
San Francisco, CA 94115

Foreign Trade Corporation
Representatives

and Crafts Import and
Export Corporation)

CCPIT (China Council for the
Promotion of International
Trade)

Export Corporation)

Embassy of the People’s Republic of

Consulate General of the People’s

Permanent Mission of the People’s

Consulate General of the People’s

ARTCHINA (China Nauonal Arts

CEROILS (China National Cereals,
Oils and Foodstuffs Import and

PRC Trade Representatives in the US

Commercial Officers

Peng Jinbo: minister-counselor and
head of commercial section

Li Wei: first secretary and
deputy head of commercial
section

Commercial section telephone:
(202) 328-2520

Song Guibao: consul and head of
commercial section

Zhang Tao: consul attache,
commercial section

Commercial section telephone:
(713)524-0778, 528-0780

Guo Yimin: consul and head of
commercial section

Chen Mingyuan: consul attache,
commercial section

Commercial section telephone:
(415) 563-4858

New York: Song Guofan, Wang
Chengyun, Cao Yihe, Xu Liejun,
(212) 279-4271

Washington, DC: Gao Daozhou,
(202) 328-2522

New York: Wang Yongkang, Liu
Fuchun, (212) 695-8037, 7961
Washington, DC: Zhou Shanxue,
staff member, (202) 328-2527
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machine parts, and components — face
stitf competition from traditional sup-
pliers. Confides Li, “We have contacted
many American manufacturers. We
are pu.shing ourselves, and up o now
the results are sull very small.”

Some representatives admit they're
having enough trouble staying on top
of government and industry changes in
their oum country, let alone in ours.
Most feel solated in the United States,
distanced from data that could afttect
their work. Inquiries into new joint ven-
tures or countertrade deals, for in-
stance, often produce litde more infor-

mation than press accounts.

A select few F1Cs have garnered
enough independence to sign contracts
in their own names; ARTCHINA and
MACHIMPEX are two. Some have very
limited autonomy that could be yanked
daway al any moment l)_\‘ new o1 Lh;mg-
ing trade bodies. On the whole, these
branches must await word from their
main offices betore proceeding on a
given venture,

At umes the divisions of authority
bring sister branches into direct com-
peuton. ARTCHINA'S Beijing branch,
for example, 15 operanng a joint ven-

CHINATEX (China National
Textiles Import and Export
Corporation)

CHINATUHSU (China National
Native Produce and Animal By-
products Import and Export
Corporation)

INSTRIMPEX (China Natonal
Machinery and Equipment
Import and Export
Corporation)

INDUSTRY (China National Light
Industrial Products Import and
Export Corporation)

INSTRIMPEX (China National
Instruments Import and
Export Corporation)

MINMETALS (China National
Metals and Minerals Import
and Export Corporation)

SINOCHEM (China National
Chemicals Import and Export
Corporation)

TECHIMPORT (China National
Technical Import Corporation)

Shipping and Transportation
Technical Exchange

MACHIMPEX (China National
Machinery Import and Export
Corporation)

Washington, DC: Huang Jianmo,
Sun Yonglun, (202) 328-2527

New York: Feng Guangshun, Jin
Meisheng, Wu Wenan, (212)
279-4275

Washington, DC: Ms. Li Guozhen,
(202) 328-2520

New York: Sun Kuitang, Zhu
Yumin, (212) 279-4298

New York: Zhu Jinwel, (212)
279-4297

Washington, DC: Le Xin, (202)
328-2526

New York: Xu Bin, Zhang Yinglong,
(212) 695-7876

Washington, DC: Li Shifang,
attache, (202) 328-2523

New York: Shu Guoyu, Gu Minkang,
Yuan Huanxin, Li Shunxing,
(212) 279-4272

Washington, DC: Huang Yaozu,
(202) 328-2521

New York: Tang Xueliang, Shen
Zuming, Wu Shaomeng, (212)
279-4273

Washington, DC: Guo Ji, Huang
Yangxuan, Luo Jizhong,
Dong Siqi, (202) 328-2547

Washington, DC: Ms. Zhang
Xianglan, (202) 328-2521

Washington, DC: Dong Yingjie,
(202) 325-2522

New York: Huang Qingtang,
Li Xiande, Wang Hongzhi, (212)
695-7792

Washington, DC: Luo Kaifu, (202)
328-2523
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ture i the United States with Trimny
Import-Export Corporation, a Japa-
nese corporation of overseas Chinese.
The venture, called China Resources
Products (USA) Lad., in September
opened a large, plush showroom at
1133 Avenue of the Amencas in New
York, where it sells directly to the public
an impressive array of Chinese sculp-
ture, jewelry, carpets, and carvings —
much to the dismay of the New York
ARTCHINA'S Wang Chengyung.

Wang echoes the concern of most
PRC representatives that joint ventures
could undercur the American import-
ers, with whom thev wish 10 cooperate
rather than compete. When asked it bis
ottice has anv sav 1in the mater when
such conflicts arise, he answers, intrigu-
ingly, "No, not vet.”

The FDA and Other ‘Afflictions’

Atter running headlong mto count-
less legal snarls with the US regulatory
agencies, reports on how hard 1t is o
trade with China must amaze the Chi-
nese hereo CHINATUHSU in partic-
ular, has encountered much trouble in
exportung certain items to the US, such
as canned goods, herbal medicines, and
especially menthol. which s currently
under Commerce Department investi-
gation for pricing at less than market
value. One straight-laced government
body, the Food and Drug Admimstra-
tion. has not taken to the idea ot Chi-
nese leaves and herbs entering this
market sporting cure-all claims on the
labels. The Chinese are making some
ettorts toamend: their new package for
roval jelly promotes it as a dehaous
tood product rather than as a cure tor
evervthing from msomma and hepauus
to “senility and debility alter convales-
cence and childbirth.” But on the whole
they can't understand what the fuss is
about. Villagers. after all, have been
producing and using these folk medi-
cines for centuries with no problem.
notes o CIONATUTISE New York rep-
resentative,

I he official puncruates nearly every
sentence with a simple plea: “Tell voun
readers about the FDA and Commerce
Department and explam what China s
up against. They dont understand.”

I hat such problems must be resolhved
through tormal channels instead of over
tea 1s a toreign idea to the Chinese.
Ihev have hile experience in legal
maneuvering, and have hitle reason o,
Small wonder, then. at their surprise
when an assue like restrnicung Chinas
menthol exports requires the aid ol a
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law firm, monopolizes all his staff’s
nme, by Feng's account, and yet pro-
duces few tangible results.

problems. Dave
Mathis of Plizer Internauonal recom-
mends that China designate an Amer-
ican manufacturer either to market the
goods for the Chinese or to sell it under

To avoid such

the company label, thus sidestepping
two obstacles: who actually represents
the Chinese, and meeting FDA stan-
dards.

China has for the most part rejected
such advice, except when some tech-
nology exchange sweetens the pot. The
Allen Group, a large dealer in automo-
tve equipment and parts, signed a
countertrade deal with FQUIMPEX in
February whereby the New York firm

provides its designs for hydraulic jacks,
buys back the jacks in cash, sells them in
the US and Canada under an exclusive
arrangement, and receives payment
when EQUIMPEX purchases an equiva-
lent value of goods or services from or
through Allen. The term “through”
connotes Allen’s uncharacteristic role
as sales agent. According to Allen’s
Terrv Dovle, in cases where the firm
might upgrade EQUIMPEX production

(talks have centered on production of

automotive thermostats, high-speed
radiators, and automotive air condi-
tioning), Allen could market the goods
for EQUIMPEX on a straight commis-
sion — thus bringing EQUIMPEX the
benefits of both new technology and
good-old American salesmanship.

g annual delivenes:

Expiration
Country Date
Canada June 1982
Austraha November 1981
Argentina December 1984

France* December 1983

next four years.

expire.

rons.

US-China Grain Agreement

US tarmers are assured annual grain sales to China of 6-9 million tons (of
which roughly 15-20 percent will be corn and the rest wheat) under the terms
of a 1981-84 grain agreement signed in Beijing October 22

The historic four-year agreement not only removes the US from the

osition of being a “residual” grain supplier and assures the US of more than
gl billion in annual export revenues, but it assures tor the first time that the
volume of US wheat exports will surpass that of China’s other traditional
suppliers. The US will supply 60 percentof China's grain imports totaling 15
million tons the 1980-81 marketing year. This leaves 6 million tons to be
divided up between China’s four other suppliers, who have also signed
three-year wheat agreements with China since 1978, calling for the follow-

The stabilization of China's demand for US grain also will facilitate the
planning of crop production in the US and eliminate the element of uncer-
tainty that has characterized US-China grain trade since it resumed in 1972,
Moreover, it demonstrates the two countries’ mutual desire to stabilize
long-term trade and strengthen overall economic relations.

Actual sales will be negotiated between private US grain companies and
the China Nautonal Cereals, Oils, and Foodstufts Import and Export Cor-
poration (CEROILS). The value of each sale will be determined by prevailing
market prices. 1f sales in addition to wheat and corn are included, the value of
US agricultural exports to the PRC s likely to exceed $2 billion in cach of the

After the agreement takes cttect January 1, 1981, Beijing must notty
Washington in order to buy US grain in excess of the 9 million ton ceiling,
But otticial consultations are necessary if either country wants to lower the
level of grain trade below the 6 million ton minimum supulated in the
accord. In the latter instance, the initiating party must reduce its grain trade
with its other foreign partners proportionately. This provision is especially
disturbing to Australia and Canada. Both countries are also worried about
the size of the Chinese market for grain once their current agreements

*The three-year agreement signed i Late Seprember speaities a cetling ot 1 million

Annual exports to China under
wheat agreement (million m t)
28-35
2.0-2.5
0.7-0.9
0.5-0.7

—KB

28

Promotions: Advertising and Trade Fairs

“When you think of the Chinese inan
advertising and promotion sense,” says
a top New York ad man, “vou could
think of us before we became so sophis-
ticated in marketing techniques —
around the turn of the century. Instead
of placing an ad we'd try the state fairs,
booths, then go to retail stores. Adver-
using was more word ol mouth,” he
observes. “The Chinese are now at the
exhibition stage [of promoting then
goods]. And 1it's a good idea, because it
gives the Chinese the ability to show oft
many dilferent goods under the label
of a Chinese exhibition.”

In July of 1979, three top US ad
firms journeyed to Beijing and Shang-
hai to discuss how the firms might lend
their talents to China's promotional el-
forts. “But,” as Clay Timon ot Doyle
Dane Bernbach put it, “it turned out to
be a Marketing and Advertising 101
course.”

The Chinese became fascinated with
even the simple 16 mm film and slide
projectors the ad tirms brought along.
Timon reports that every ume he dem-
onstrated the One-step camera from
Polaroid, a DDB client, he ended up
leaving behind the cameras, flash bulbs,
and film. Betore long it became appar-
ent that the Chinese have much work to
do in product development, pricing.
and distribution before they get around
to advertsing, says NW Aver's Jerry
Jordan. In the short-term, promotion
undoubtedly will remain the province
of USimporters.

A clever tew are making the most of
that fact. Shamash and Sons, the largest
silk importer in the US, each year has
been strengthening a neat arrange-
ment with CHINATEN that benefits
both. CHINATEX grants his firm a
small promotion allowance in the form
of a discount, which Jack Shamash ex-
plains may be used in anv way he
chooses to promote Chinese silk, Full-
page ads showing long-legged lovelies
adorned in silk carry the Shamash and
Sons logo off to one side. 'T'rade maga-
zine stories detailing the history of seri-
culture and tying in the Shamash line
now turn up in such noted industry
publications as American Fabrcs.

Even greater
focused on China through the use of
advertsing as an adjunct o special
trade events. For example, the huge

attention  has  been

three-pronged exhibition of Chinese
goods put on by the US-China Business
Development Corporation attracted a
great deal of notice as it crossed the
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country from San Franasco to New
York this tall. (Not all of it tattering,
however. Some attendees found the ex-
hibition disorganized, and many iems
ondisplay had not met FDA standards.)
In contrast, Bloomingdale's brought
the art of sales and promotion to a new
high with the $14 milhon hoopla sur-
rounding its recent merchandise exhi-
biton, "China: Heralding the Dawn of
a New Era.”

More specialized trade shows also are
appearing on the China trade scene.
This past summer Hubei Province used
its special triendship with sister-state
Ohio to secure a display booth at the
Ohio State Fair. Tianjin has tound a
US forum for its goods through a re-
cent New York exhibition sponsored by
Zucker Products Corporation. The arts
and crafts importer arranged a trade-
oft with the municipality by displaying
1,000 Tianjin exports, only 10 percent
of which is handled by Zucker. The rea-
son for taking on the expense:

“Tianjin thinks it stll needs aid and
an introducton to the American mar-
ket says Vice-President Margo Zucker
Mindich. And “look[ing]| at it in the
most seltish way, it we needed an exclu-
sivity somewhere on down the road we
could ask. Eventually it all comes back.”

That China is doing much more at-
tending than arranging of trade fairs
here fits in with 1ts cautious export
drive. Observing how others use special-
ized exhibitions, and experimenting on
its own turf, is the country’s immediate
aim. Already there has been a sigmbi-
cant downgrading of the twice-yearly
Guangzhou Fair in favor of specialized
minifairs. Last vear about 20 such fairs
were scheduled; by the end of this yem
close to 30 were expected to have taken
place.

It's the old story ot dealing directh
with the people you know best. And s
one the Chinese hope 1o repeat
through new selling deleganons, sister-
state relations, and special exhibitions
here and in China. Measured strictly in
dollars, the success of these moves has
been modest so tar. L1 Wer ol the PRC
Embassy says his country’s exports to the
US thus far in 1980 have increased by
only $100 million or so over last year's
$600 million high, putting the PRC ata
“three-to-one” disadvantage in terms of
China’s trade balance with the US. But
in terms of making a concerted export
drive, it's definitely a start.

And as Li Xiande acknowledges, "We
have not really entered the US market

[

— not yet.” 7

Who's Who
in Chinese Advertising

['he increased stress on advertising
in China appears to have begun ofhcial-
ly in January 1979 when the govern-
ment restored the Shanghai Advertis-
g Corporation. Within a year both
Beijing Advertsing Corporation and
Thanjin Adverusing Corporation got
their starts, and most recently local
agencies such as the Suzhou and Nan-

Jing Advertising Corporation, and spe-

cialized agencies like the China Televi-
sion Service, have joined the growing
network.

But there is no resemblance between
these corporations and US advertising
agencies. Even though Chinese ad cor-
porations are tree to work on all aspects
of adverusing with foreign hirms out-
side China, msude the country they
merely sell media space on behall of
client Chinese newspapers, magazines,
television and radio stations, and bill-
board owners.

Following is a list of the principal
local and specialized adverusing agen-
cies in the PRC:

Local Agencies

Beiping Advertising Corporation (BAC)
Address: 190 Inner Chao Yang Men

Jie, Beipng
Cable: ADVERCORP BEIJING
]k'l(’phnl]t‘: 553326 (Business Depart-

ment tel.: 89072, ext. 120 in the Xi

Yuan Hotel)

General Manager: Wang Daling
Services Provided:

« advertsing abroad of Chinese ex-
port commodities in foreign newspa-
pers, magazines, billboards, posters,
shdes, short hilms, and television;

« selling advertising space in China
tor foreign manufacturers, traders,
and adverusing agencies;

« art designing and printing of vari-
ous trademarks, packages, catalogues,
pictorials, calendars for various Chi-
nese and foreign commodities;

« displays of Chinese export com-
modities and foreign commodities ex-
hibited in Beijing;

« photographing and  processing
publicity pictures and television film
advertising for various commodities;
and

« advertusing in broadcasts, show-
windows, cinema (shides, short films),
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mside buses (trolley buses, trains, pas-
senger ships), exhibitons, outdoor ad-
verusements (billboards, posters, neon
lights), indoor advertisements (pen-
dant neon lights). as well as mailing and
gift advertisements.

Shanghar Advertiang Corporation (SAC)
Address: 97 Yuan Ming Yuan lu,

Shanghai
Cable: ADVERCORP SHANGHAL
Telephone: 213166
General Manager: Mao Yushu
Services Provided:

« advertising Chinese export com-
maodities in toreign newspapers, maga-
zines, billboards, posters, slides, films,
and television:

« commercial advertising in China
for foreign manufacturers or traders;

« art design and printing of trade-
marks, packaging, catalogues, pictorial
magazines, brochures, and calendars;

« display of Chinese export commod-
iies and foreign commodities exhibited
in Shangha;

o design and producnon of manne-
quins and display stands tor exhibitons;

« photography and production of ad-
vertsing films and short features for
television.

Hong Kong Agent: China Adverusing

Company (not SAC’s exclusive agent)
Address: Star House, Kowloon, Hong

Kong
Telephone:  3-672902,
36881408, 3-689086

3672981,

Tianjin Advertising Corporation
Address: 345 Jie Fang Lu, Tianjin
Cable: TJAC TIANJIN
Telephone: 35448

General Manager: Jiang Qingten
Services Provided:

« advertsing  for  Tanpn  export
commaodities in foreign countries and
foreign manutacturers or traders n
Tianjin in newspapers, magazines, ra-
dio, television, cinema (slides, short
hlms). window displays. public trans-
portation, billboards, lantern show-
cases, exhibinons, neon hghts, and
parks.

Other Local Agencies

Amaoy (Xiamen) Advertising Corporation

Address: 18 Huyuan Lu, Second Floor.,
Xiamen

Cable: 7325
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Telephone: 4024

Anhua Advertising Company

Address: ¢/o Provincial People’s Gov-
ernment, Anhui

China Advertiing Corporation

I'o be established in a state-owned part-

nership controlled by the China Re-

sources Company, Hong Kong.

Guangdong Advertising Corporation
Address: 2 Quoguang Lu, Guangzhou,
Guangdong

Guangzhou Advertising Corporation (GAC)
Address: ¢/o Municipal People’s Gov-
ernment, Guangzhou

Hubei Advertising Company

Address: ¢/o Hubet Foreign Trade Bu-
reau, Wuhan, Hubei

Nanjing Advertising Company

Address: 199 Zhongshan Lu, Nanjing,
Jlangsu

Cable: 4242 NANJING

Suzhou Advertising Company

Address: /o Provincial People’s Gov-
ernment, Suzhou

Specialized Advertising Agencies
China Broadcasting Service Company
Address: Broadcasting Building. 2 Fux-

ingmen Wai, Beijing
Cable: 0731 BEIJING
lelephone: 868581, ext. 2522
Services Provided:
« domestic and foreign advertise-
ments for the Central People’s Broad-
casting Station and the Guangbo Dwansh
Jwmu Bao (Broadcast and TV Program

Journal).

China Railway Foreyrn Service Corporation

Aegis: Ministry of Railways

Address: ¢/o Mimstry of Raillways, 10
Fuxing Lu. Fuxingmen Wai, Beljing

Services Provided:

« commercial advertusements tor for-
e1gn customers on Chinese railways, in
railway stations, or in railway publica-
tions and magazines;

o tourist activiies and mobile com-
modity exhibitions;

« technical discussions with toreign
engineers; and

o translating railwayv data in English,
French, German, Japanese, or Russian,
Branch Ofthce: Railway

Administrauon
Hong Kong.

Guangzhou

Othee, Kowloon,

China Television Service

Address: Building, 2
Fuxingmen Wai, Berjing

Cable: CCTV BEIING

[elex: 8581

Telephone: 866147 (International Busi-

Broadcasting
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ness Department tel: 668541, ext.
125)
Services Provided:

« Chinese and foreign TV adveruse-
ments tor broadcast on the two chan-
nels of CCTV, including making video
ads;

 producing TV hlms and video pro-
grams through jomt programs with
foreign T'V orgamzations or commer-
cial organizations;

« selling and purchasing TV films
and video programs;

« I'V program transmissions through
mternational satellites;

« shooting, developing, recording,
translating, and dubbing 16mm colo
films;

e mamntaining and repairing 16mm
I'V cameras;

« providing techmeal services to for-
eign IV crews shooting hilms in China.

China Television Service apparently
has assigned a small Chicago hirm,
Iransplex, Inc.. headed by Waysun
Liao, as its sole agent for North and
South America, Britain, France, and
Australia. The agreement reportedly
allots Transplex, Inc.. hve of the total
15 mmutes per day of commercial ad-
vertising on Chinese Television.

Jrangsu Broadcasting Station

Address: 132 Dong Zhongshan Lu,
Nanjing, Juangsu Province
Cable: 2330 NANJING

Kathryn Dewenter %

China Services

The Leaders in
China Recruitment

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

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

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

available to travel to China.

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

We would be happy to give any advice on visa/travel

arrangements,
call away!

accommodation etc.

— we're just a phone

RIGGS CHINA SERVICES

4/Fl., Dominion Centre, 59 Queens Rd. East,
Hong Kong. 5-284548 Telex: 74903 RIGGS HX
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Exporting to China

a guide to compliance with technical requirements in China

Standards. regulations. codes of practice, product testing and approval procedures,
climatic and seismic influences — these are some of the vital topics covered in this
unique publication released this month. Researched in China with full co-operation of
the Chinese authorities, Exporting to China is essential reference material for every
exporter to the PRC

I'he role of key Chinese organizations involved in technical aspects of manufacturing
and construction industries is explained. A useful list of addresses is included. There are
also maps. labels for safe handling of packages and a helpful bibliography

Exporting to China is published by the Technical Help to Exporters service of the
Standards Association of New Zealand. Copies are now available for US$50.00
(inclusive of handling and airmail postage). Your copy will be rushed to vou by air. direct
from the publisher. if you send an order now. with payment. to

Technical Help to Exporters
/ Standards Association of New Zealand
——= Private Bag, Wellington, New Zealand

(Cable STANDARDS. Telex 3850 SANZ)

THE ASIA GROUP IS TRAINING

The Asia Group offers comprehensive China Training approprate product areas and individual specifications,

Programs to prepare technical advisors and support our specialists focus on

personnel to live and work in China at maximum

efficiency. Training is conducted, in-house, at your facility
We assist your team to

— Adjust to current epoch-making changes in Sino
American relations

— Avoid or resolve problem situations

— Foster trust in Chinese counterparts

*Chinese society

eEconomic policies

*Worker management relations

*Politics

eHistory and culture

*Chinese language and technical nomenclature

— Observe protocol and acceptable behavior patterns in In addition to predeparture training of expatriates, the
work and social situations Asia Group's optional services include: screening of
Each program is a practical. systematic exposure to China-bound teams; mini-seminars for firms about to host

current Chinese conditions that directly and indirectly Chinese delegations and training teams; and liaison and

affect business and personal activities. Developed to suit interpreting,

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

The Asia Group
Consultants and Program Developers
for East Asia
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THEORY:

A top international bank

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

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

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

V
CONTINENTAL BANK

Continental lllinois National Bank and
Trust Company of Chicago

Argentina - Australia - Austria - Bahamas Bahrain - Belgium - Brazil - Canada - Colombia - France Greece - Hong Kong - Indonesia - Italy - Japan - Kenya - Korea
Lebanon - Malaysia - Mexico - The Netherlands - The Philippines - Singapore - Spain Switzerland - Taiwan - Thailand - United Kingdom - Venezuela - West Germany
United States - Chicago - New York - Los Angeles - Houston - Dallas - Miami - Cleveland - San Francisco - Denver
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Supporters of Deng Xiaoping con-
tinued to flourish; while opponents or
potential rivals saw their power further
eroded. This was the outcome of
China’s recent third session of the Fifth
National People's Congress (NPC) held
in Beijing August 30 to September 10,
1980. Economically, the policies of “re-
adjustment, restructuring, consolida-
tion, and improvement” were retained.
The policy of importing huge and ex-
pensive projects like the Baoshan iron
and steel complex was criticized, and a
renewed emphasis was given to modest
projects involving flexible methods of
payment like compensation trade. So-
cially, emphasis on rural areas, ethnic
minorities, and religious communities
was reaffirmed. Legally, more victims
of the period of “Lin Biao and the Gang
of Four” were rehabilitated, and new
laws were promulgated.

Before jomang the Council in September as re-
search associate, Christapher M. Clarke com-
ducted research for a number of years on the
structure of China’s State Council, Polithuro, and
ministries.

Within the context of these continu-
ing priorities, however, a number of
interesting undercurrents are discern-
ible. During the early 1970s, a new
group of leaders emerged who had
risen through the petrochemical indus-
try apparatus. Heading this “energy
clique” was Yu Qiuli. Yii was a close
associate of Zhou Enlai, and even se-

cured the protection of Mao himself

during the Cultural Revolution. It is
widely known that Mao held up the

.Daging oilfield as the model for indus-

try.

Rising with Yii in 1978 was his long-
time subordinate in the petrochemical
apparatus, Kang Shien. Yii headed the
powerful State Planning Commission,
while Kang directed work at the equally
important State Economic Commis-
sion, Xiao Han, vice-minister of coal
industry since 1975, became minister in
1977, while former vice-ministers of
petrochemicals, Song Zhenming and
Sun Jingwen became, respectively,
ministers of petroleum and chemicals.
In addition, Tang Ke, former vice-min-
ister of petrochemicals and long-time
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Leadership

Christopher M. Clarke

cadre in the petroleum apparatus, be-
came minister of metallurgy, and
Zhang Zhen, yet another former vice-
minister of the petrochemical ministry,
became minister of the Fifth Ministry of
Machine Building (see chart).

Early 1980 saw the beginning of the
decline of this “energy clique.” Xiao
Han, minister in charge of the trouble-
plagued coal industry, was the first to
lose his job. The coal industry was slow
in recovering from the natural and
man-made disasters of the 1976-78
|)criod; moreover, in early 1978 Xiao
unveiled a grandiose long-range de-
velopment plan, which he was appar-
ently unable to fulhill. In addition, Xiao,
a former provincial party and govern-
ment official in Guangxi (in China's
coal-poor south) urged the develop-
ment of coal production in the south-
ern provinces. His superiors opted for
maximum concentration on the rich
resources of north China. He also fa-
vored the development of existing
mines with wholesale mechanization to
occur by 1987. By contrast, his succes-
sor Gao Yangwen advocates the design
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and construction of new mines “accord-
ing to the requirements of comprehen-
sively mechanized coal mining,” accord-
ing to a March 21 Beyping Review arucle.

By the time of the Natonal People's
Congress meetings in September, three
more members of the energy clique
were in serious trouble. Song Zhen-
ming, former vice-minister of petro-
chemicals and former high otficial at
Dagqing. was held responsible for cover-
ing up an oil rig accident in Bohai Bay
in November 1979 in which 72 workers
were killed. Because of the same inci-
dent. Vice-Premier Kang Shien was
publicly reprimanded for his handling
of the affair. Moreover, the Ministry of
Petroleum’s leadership methods, which
had been praised by Mao in 1964 and
by his successors in 1977 and 1978,
were now denounced. Petroleum offi-
clals were said to act like “tigers whose
backsides no one dares to touch.” They
were accused of shielding one
and Westernreporters in Beijing were
told that Kang was reprimanded be-
cause he “did not take this [oil rig] acci-
dent seriously nor deal with it prompt-
ly. although he s directly responsible
for leading this work on behalf of the
State Councail.”

another,

“Energy Clique” Head Demoted

While Song was being hired and Kang
reprimanded, the head uger ol the
energy chque was demoted. Yo Quli,
who appeared to side with Xiao Han in
1979, and who could not escape some
responsibility (or at least guilt by associ-
ation) for the acts of Kang and Song,

China’s “Energy Clique”
(as of late 1979)

Minister-in-
charge, State
Planning
Conmmuission

Minister-in-
charge, State
Fconomic
Commission

Niao Han Mimster of Coal

Song Zhenming Minister of
Petrolenm

Minister of
Chemicals

Minister of
Metallurgy

Minister of
Machine
Building V

Yu Qiul

Kang Shien

Sun Jingwen
lang Ke

Zhang Zhen
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was shifted from chairmanship of the
State Planning Commission to head the
newly formed State Energy Commis-
sion, which has been given the respon-
sibility to:

o study and formulate principles,
policies, laws, and regulations for
energy in China;

e work out long-range programs
and annual plans for energy and put
them into effect;

e organize construction of large-
scale comprehensive energy bases in
the country;

« engage in scientific research, ex-
periment with and develop new sources
of energy; and

o study and disseminate new tech-
nologies  tor exploiting and  saving
energy, in cooperation with other de-
partments concerned.

While Yu's move to the State Energy
Commission is certainly not one of dis-
grace, it is widely seen as a diminution
of his I‘("s‘.])m‘lsihilili('\ and probably ol
his power.

Another energy clique member also
ran into ditticulties at the NPC session.
Tang Ke, minister of metallurgy, re-
tained his position but was severely
taken 1o task by the NPC deputies for
his handling of work on the Baoshan
iron and steel project. According to a
Ninhua meeting, it
“started with four deputies firing one

report  of  the

question atter another at the minister.
They said that since the project re-
quires enormous investment, people
are naturally concerned about such
questions as how much 1t will cost, how
much it will produce, whether it pays to
build so big a product at present. and
whether the site was selected correctly.”

lang detended the project as en-
trely justifiable, economically sound,
and environmentally correct. He did,
however, admit some faults in planning
and some waste of funds. In view of the
echpse of other members of the energy
clique in favor of officials more closely
aligned  with  Deng  Xiaoping, and
especially in view of the undoubrtedly
bitter controversy within the Chinese
leadership over the reduced emphasis
on heavy industry and steel, it would
not be surprising to see Minister Tang
replaced in the near future.

Shortly after the close of the NPC
session, the People's Daily and Worker's
Daily carried a series of letters 1o the
editor excoriating  Vice-Minister ol
Chemical Industry Li Guocai tor fraud,
arrogance, and incompetence. Whether
any of these charges also will taint Min-
ister Sun Jingwen remains to be seen.

Nor has the energy clique been the
only group to suffer. Chen Yonggui,
vice-premier and former leader of
Mao's tavorite agricultural model, the
Dazhai Brigade, was forced to resign
amid critcisms that for more than a
decade his brigade falsified production
statistics. Following within two weeks of
Chen's removal, China's Guangming
Daily carried an arucle about a radio
repairman from Chen’s home county
who had been unable to obtain action on
his complaint of unfair treatment de-
spite repeated letters 1o Premier Hua
Guoteng. Thus, within a few weeks the
two pillars of Mao’s (and Hua's) eco-
nomic program — Daqing and Dazhai
— had come up for severe criticism.
One result, of course, was that Hua re-
signed as premier, while retaming his
Party chairmanship.

“New Blood" in State Council

The third session of the Fifth NPC
was billed as a changing of the guard.
Old leaders were to retire so that new
men, in the prime of life, could assume
responsibility.
premiers retred: Deng Niaoping, 76;
Chen Yun, 75; L1 Xiannian, 75; Wang
Renzhong, 73 Wang Zhen, 71: and Xu
Niangqguan, 78, Three new vice-pre-
miers were added. Huang Hua, 67, is
minister of toreign affairs. Yang Jing-
ren, whose age was officially given as 62

To this end, six vice-

but who may be as old as 75, is minister
in charge of the Natonalites Affairs
Commission. Zhang Aiping. aged be-
tween 70 and 72, 1s deputy chietf of staft
of the People’s Liberation Army. Thus,
the much-vaunted mfusion of “new
blood™ into the leadership lowered the
average age ol the State Counal's
leadership only from 67.7 vears 1o 65.6
vears ol age (see chart).

The ages of retiring and newly ap-
pointed NPC Standing Committee vice-
chatrmen and members further indi-
cates that a new wave of YOungsters 1s
not taking over. Those who retired are
Marshal Nie Rongzhen, 80; Marshal Liu
Bocheng, 88; Zhang Dingcheng, 83:
Cai Chang, 80; and Zhou Janren, 83,
Replacimg them are Peng Chong, 65; Xi
Zhongxun, 67; Su Yu. 73; Yang
Shangkun, 73; and 42-year-old Bangen
Erdeni. Aside from the latter. who is a
special case, all of these men have been
at the top of political power since at
least the 1950s.

Examinming the ages ol the old and
new State Council and the NPC Stand-
ing Committee is revealing to an extent,
but overlooks the tact thar ultimate po-
lincal power sull rests with the Party
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State Council
Personnel
Changes Made at Recent
National People’s Congress
(August 30-September 10, 1980)

State Council Prior to September
10, 1980

Age
Premier: Hua Guofeng 59
Vice-Premiers (18):
Bo Yibo 73
Chen Muhua 59
Chen Yonggui 6H5*
Chen Yun 75
Deng Xiaoping 76
Fang Yi 7
Geng Biao 71
Gu Mu 66
Ji Pengfei 70
Kang Shien 60"
Li Xiannian 75
Wan Li 64
Wang Renzhong 63
Wang Zhen 71
Xu Xianggian 78
Yao Yilin 63
Yu Qiuli 66
Zhao Ziyang 61
Average age 67.7

State Council After September 10,
1980

Age
Premier: Zhao Zivang 61
Vice-Premiers (13):
Bo Yibo 73
Chen Muhua 59
Fang Yi 71
Huang Hua 67
Geng Biao 71
Gu Mu 66
Ji Pengtei 70*
Kang Shien 60"
Wan Li 64
Yang Jingren 62°
Yao Yilin 63
Yu Qiuli 66
Zhang Aiping 79"
Average age 65.6

*Approximate age

o e e )

Politburo, where Deng and the other
“retirees” continue to hold important
Party posts. Consequently, the average
age of this group has actually risen
rather than declined, over the last sev-
eral vears.

I'hese changes have been accompa-

nied by the rise of certain proteges of

those who retred, especially Deng
NXiaoping and Peng Zhen. Vice-Premier
Yao Yilin, newly appointed chairman
of the State Planning Commission and
member of the Party Secretariat,
worked under Peng Zhen during the
revolution and World War [1. Subse-
quently, he served as both mimster of
commerce and deputy 1o Vice-Premier
Li Xiannian in finance and trade. Sim-
ilarly, Yang Shangkun was a close asso-
aate of Liu Shaoqi and Peng Zhen, and
was also a high-ranking Party cadre. He
has become a vice-chairman of the
NPC's Standing Committee and its sec-
retary-general.

Finally. Wan Li. newly appointed
head of the State Agricultural Commis-
sion, was a long-time associate ot Deng
Niaoping, having attended school with
Deng in France in the 1920s. After the
revolution Wan served in various cen-
tral capacities, including the construc-
tion ministry and the Beijing municipal
Party and government appartus. In
1975 he was made minister of ratlroads,
but was purged withim a month ol
Deng's fall in Apnl 1976 With Deng’s
return to power, Wan was sent as first
party secretary to quell the severe radi-
cal disturbances in Anhui Province. In
February 1980 he was elected 1o the
Party Secretariat, and at the NPC was
appointed agricultural
planner in charge ot the State Agricul-
tural Commission. Several unothicial
sources have recently identified him as

China’s top

China’s first vice-premier.

Almost obscured by these changes in
leadership were two nterestung and
possibly - significant  personnel  hold-
overs. Bo Yibo, despite his 73 years, did
not retire as vice-premier and minister
in charge of the Machine Building In-
dustry Commission. Neither did Ye
Jianying step down as NPC Standing
Committee chairman. While previous
occupants remained in this post unul
they died or were purged (the last oc-
cupant died at his post in 1976). Ye is
known to be dissatstied with the rapid
and substantial erosion of Chairman
Mao’s image. Certainly no “radical,” Ye
reportedly asked that “de-Maoifica-
tion” be delayed until “I close my eves.”
Perhaps his failure to retire is a subtle
protest.

Bo Yibo's reasons for stayving are less
clear. During the 1950s, Bo was an ad-
vocate of heavy industry and central
control. These certainly are not the
policies of Deng Xiaoping. Chen Yun,
or Zhao Zivang. Moreover, while Chen
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(a vocal advocate of a more "market-
like™ approach to Chinese economics in
the 1950s) was made a member of the
Polithuro’s Standing Committee, Bo
was not even made a Polinburo mem-
ber. It seems that he has been relegated
to a posiion in which his technical and
administrative expertise can be utilized,
while his political and policy opinions
are ignored. Perhaps he too is subtly
protesting, or at least is hanging onto
power to advance his views on heavy
industry.

New Laws

In the legal realm, China's new sys-
tem of laws contnues to be expanded
and claritied. The NPC passed a law on
nationality that is designed to allay the
fears of China's Southeast Asian neigh-
bors by rejecting the noton of dual na-
tionality. This should reduce concern
about a potental “tifth column™ of
overseas Chinese with dual allegiances.
At the same time, the new marnage law
will make divorce easier, while making
cach couple “duty-bound o pracuce
family planning.” The legal age of mar-
riage was raised from 18 10 20 vears for
women and from 20 to 22 vears tor
men. The mtentis to lower the popula-
tion growth rate to one percent. Finally,
the NPC spelled out in more detail the
extent and form of the personal income
and joint venture taxes. (See pp. 3t and
10.)

As the third session of the Fifth Na-
tnonal People's Congress closed. s
theme ol continuing policies now in
cttect was made even clearer by rumors
ol the impending trial of the "Gang of
Four” reportedly interrogated by Polit-
buro members Peng Chong and Peng
Zhen. The choice ol these two inquisi-
tors 1s at once ironic and significant.
Peng Zhen was the first major victim of
the Cultural  Revolunon.  sutfering
humiliation for ten vears at the hands
of the “"Gang.” Peng Chong. by con-
trast, was never a victim of the Cultural
Revolunion. Peng was fortunate to work
mm Nanpng under the protection of
General Xu Shivou, who steadfastly re-
sisted “radicals™ ot all stripes. first Lin
Biao, then the Shanghai-based “Gang
of Four.™ After the purge of the latter
group, Peng was sent to Shanghai 1o
lead the investgation mto radicalism in
China’s largest citv. As a result. he
knows where all of the radical skeletons
are buried . * %
*Specual thanks to Professor David M. Lampton
of The Ohwo State University for sharing unpub
lished information about the backgrownd of Peng
Chong.
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China’s New Tax Laws
for Joint Ventures and Individuals

It may be more than a coinadence
that the Chinese are reviving the legal
prolession at the same tme they are
enacting tax legislation. On September
10, 1980, the National People’s Con-
gress adopted a Joint Venture Income
l'ax lLaw and an Individual Income
Tax Law. These laws form the basic
guidelines for joint venture and indi-
vidual income taxaunon - China, but
some provisions of the laws raise im-
portant further questions. We under-
that Chinese authorities have
prepared drafts ot income tax regula-
tions that will supplement the new laws
and perhaps resolve some of the am-
biguities imherent in the laws them-
selves. The regulations may be pub-
lished by the end of this year. Unul
further explanation of the laws is forth-

stand

coming, however, there can be only
speculation about the precise etfect of
some of the important provisions

Joint Venture Income Tax Law

I'he Joint Venture income tax s lev-
ied on the income derived from pro-
ducuon, business, and other sources
within China by any jomnt venture con-
sisting of Chinese and foreign mvesi-
ment. The Chinese anticipate that joint
ventures organized in China may oper-
toreign through
branches or subsidiaries. Whether in-
come is derived within China, or by a
toreign branch of the joint venture, the
venture's head office 1s responsible for

ate in countries

payment ol the tax. A semor Chinese
otticial involved in drafting the tax laws
has said that the joint venture would
also be responsible for payment of the
tax on income earned by a subsidiary in
a toreign country.

[t 1s unclear how the Chinese mtend
to tax the income carned by a foreign
subsidiary as opposed to a foreign
branch ot the joint venture. Will the
joint ventture be subject to tax on a sub-

China'’s new jomnt venture tax law and
persomal income tax law appear on pages 34
and 10}, followed by the full texts of China's
new regulations on labor management
Jornt ventures, and regulations on the regus-
tration of joint ventures.
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sidiary’s income regardless of the ex-
tent of ownership or control of that
subsidiary? Will the tax on the joint ven-
ture be assessed only on income remit-
ted by the foreign subsidiary, or will the
joint venture be deemed 1o have re-
ceved certain taxable income from the
subsidiary in a taxable year? Such ques-
tons cannot be answered unul the
Chinese provide further guidance on
this subject.

Chinese Tax Credits

The law permits a joint venture to
credit against its income tax paid to
China any income tax paid 1o foreign
countries on income earned by the joint
venture or its branches (and, presum-
ably, its subsidiaries) in those countries.
Where China and a foreign country
have entered into an agreement for the
avoidance of double taxation, the terms
ot such agreement will take precedence
over the Joint Venture Income Tax
Law tor determining allowable foreign
tax credits.

The law does not explain how the
credit mechamsm will tuncuion in prac-
tice. For example, will the Chinese nar-
rowly or broadly define the type of in-
come tax that will be credited against
their own? Will there be a difterent
method for crediting taxes paid on for-
eign income carned by subsidiaries and
by branches? Will there be a limitation
on the amount of the credit for foreign
income taxes that may be taken against
the Chinese income tax? The answer to
this last question is important to the
Chinese because the joint venture tax
rate is lower than most corporate in-
come tax rates m use by industrially
developed nations, Thus, in certain sit-
uations, a joint venture that paid an
income tax to a toreign country at sub-
stantially higher rates than it paid 10
China might cancel out the Chinese tax
through the foreign tax credit.

I'he torthcoming regulations may
provide a more detailed explanation of
the procedure to be used by joint ven-
tures to credit foreign taxes against the
income tax paid to China. A tax treaty
may be the solution to problems involv-

ing foreign tax credits, but in view of
the lengthy periods of negotiation nec-
essary to conclude a tax treaty, it is
important to foreign mvestors that this
issue be claritied in advance of a treaty.

Taxable Income

The taxable income of a joint venture
is defined in Artcle 2 of the tax law as
net income for a taxable year atter de-
duction of costs, expenses, and losses.
Losses include not only current losses,
but also those carried to the currem
yvear under the authority of Arucle 7,
which provides that losses incurred in
carhier taxable years may be carried
over to the current vear to« ompute net
mcome in the current year. It total
losses exceed income in a taxable vear,
the losses may be carried over and de-
ducted from income in subsequent years
for a period not 1o exceed five years.
The law does not provide tor losses to
be carned back to be applied against
prior years’ income.

Arucle 2 of the Joint Venture In-
come Tax Law should probably be read
in conjuncuon with Article 7 ot the
Joimnt Venture Law, promulgated in
July 1979, Article 7 of the Joint Ven-
ture Law permits the distribution of the
net profit of the joint venture to the
venture's participants after the income
tax is paid on the venture's gross profits
and after deductions for reserve, bonus,
and  weltare funds and expansion
funds. “Gross profits™ in Artcle 7 of the
Joint Venture Law seems to correspond
to “net income” in Article 2 of the in-
come tax law. Thus, the taxable income
of the joint venture—net income-—is
computed by subtracting costs, ex-
penses, and losses from gross income.
However, the other deductions speci-
fied in Article 7 are probably not al-
lowed in computing taxable income.

Tax Rates

As previously mentioned, the rate of
tax on the taxable income of the joint
venture is lower than the corporate tax
rates generally used by industrially de-
veloped nations. The joint venture is
taxed at an overall rate of 33 percent,
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which consists of a basic rate of 30 per-
cent and a local surtax ot 10 percent of
the basic rate. We understand that the
10 percent surtax will be paid only
once, no matter in how many localities
the venture may operate. The surtax
amount will be paid to the central gov-
ernment which will designate the pay-
ment for the locahity in which the surtax
was paid.

Significantly, the law states that the
income tax rate on joint ventures en-
gaged in the business of exploiting nat-
ural resources will be determined sep-
arately. Gu Mu, the deputy director of
the Legislative  Affairs Commission
of the NPC Standing Committee, ex-
plained to the NPC that China was
aware that other countries taxed such
businesses at higher rates than those not
engaged in the exploitation of natural
resources. He said that the issue will be
studied further and that a tax rate will
be announced in the future. We are
aware of one official who has said that
the Chinese were considering a 50 per-
cent rate. This would be low in view ot

the much higher rates charged by other
oil-exporting countries.

Taxation of Extractive Industries

Because of the importance that
China attaches 1o development of s
natural resources, it I1s not surprising
that the new joint venture tax law is
silent on the question of the tax rate to
be imposed on natural resource Jomt
ventures. We understand  that the
Chinese are considering a tax on such
ventures that would have features dif-
ferent from those contained in the basic
tax on joint ventures. A key question
for US companies 1s whether any spe-
cial characteristics of the tax imposed
on the income ol natural resource joint
ventures will atfect the companies” abil-
ity to qualify tor the US foreign tax
credit.

The proposed foreign tax credit reg-
ulations first issued by the US Treasury
Department in June 1979 and reissued
in revised form on November 12, 1980,
do not allow the credinng agamnst US
mcome tax ol payment to a toreign
country given in compensation for an
economic benetit, specitically including
the use or extraction of natural re-
sources. [tis not possible to discuss here
the complexities of these regulations,
but it should be emphasized that the
regulations distinguish in various wavs
between a creditable income tax and a
noncreditable charge given in compen-
sation for an economic benefit,

Assuming that the Joint Venture In-
come Tax Law as now drafted imposes
a creditable mcome tax according to
United States standards, the primary
concern for American companies is the
extent to which the Chinese will change
the law with respect to natural resource
joint ventures. It the Chinese tax the
income of such joint ventures in a sig-
niticantly different way than that pro-
vided in the existing law, US tax au-
thorities may conclude that those ven-
tures are not paying an income tax but
are paymg for an economic benefit. US
companies will have to wat for the final
Treasury regulations and tor the pro-
mulgation by the Chinese of any special
tax provisions applying to natural re-
source explomation before they can
adequately plan their tax exposure
this area.

Withholding

A somewhat surprising provision ol
the Joint Venture Tax Law is the with-
holding rate on the remitted profits of
the toreign participant in the joint ven-
ture. The rate is 10 percent of the re-
mitted amount, which is lower than the
typical 15-30 percent rates imposed by
other countries. Many observers had
speculated that the withholding rate on
remitted profits would be setata higher
level.

We understand that Chinese tax of-
ficials may not tax remitted profis if
the remittable amount 1s instead de-
posited in a Chinese bank in China, or
perhaps, a toreign branch of the Bank
of China. But it the amount were de-
posited in the Chinese branch of a tor-
eign bank, no exempton would be
granted. Such a procedure would of
course have an adverse effect on the
operation of foreign banks in China.

Tax Incentives

The Joint Venture Income Tax law
provides certain incentives to joint ven-
tures in the torm of tax exemptions and
reductons. Article 5 of the law provides
that a new joint venture projected to
operate for at least ten years may he
exempted from income tax m s first
profitable year and be allowed a 50 per-
cent reduction in tax in s second and
third profitable years. In addition, Arti-
cle 5 provides that joint ventures en-
gaged in farming or forestry or operat-
ing in remote underdeveloped areas
may be allowed a 15 to 30 percent in-
come tax reducton for a period of ten
vears after the expiration of the period in
which the inital exemption or reduc-
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tions i income tax were allowed. Article
6 of the law encourages reinvestment of
the joint venture’s profits in China by
permitting a refund of 40 percent of the
income tax paid on the reinvested
amount. The reinvestment must be for a
period of at least five years.

A tax incentive for joint ventures
mentoned in Article 7 of the Joint Ven-
ture Law (promulgated July 8, 1979)—
but not in the income tax law—is the
reduction in tax for the use of advanced
technology. The Joint Venture Law
permits an unspecified reduction in in-
come tax for a joint venture that pos-
sesses advanced technology by world
standards. Neither the Jomnt Venture
[.aw nor the income tax law define what
the Chinese mean by technology that
would quality for this tax incentive.

The tax incentives provided by the
Jomt Venture Income Tax Law difter
markedly from the incentives provided
by the regulations of various special in-
dustrial zones that have been established
in China. The regulations ot the She-
kou Industrial Zone in Guangdong, for
example, grant tax holidays to investors
and tax corporate profits at a 10 per-
cent rate. A joint venture may find the
tax climate more to s liking in one of
these zones than in other areas of China.
However, the relationship between the
regulations ol the special industrial
sones and the general Joint Venture
Income Tax Law 1s not clear. It is not
certain, for example, whether a joint
venture that becomes established in one
of these zones inthe future will be taxed
under the zone's regulations or under
the Joint Venture Income Tax Law. In
addition, it is not known whether the
promulgation of the tax law will alter
the tax status of joint ventures currently
operatng inone of the zones. Thus, the
prease relationship between the law
and the regulations of the special in-
dustrial zones should be delined as
soon as possible.

Tax Payment

I'he Joint Venture Income Tax Law
sets forth various procedures tor the
pavment and collection of the tax. The
tax is levied on an annual basis and paid
provisionally within 15 days of the end
ot cach quarter. Pavment of the tinally
determined amount is made within
three months of the end of the taxable
year. These procedures correspond to
the US-estimated tax pavment proce-
dures. Tax returns are filed with local
authorities and the tax is computed in
Ren min bi. The tax authorites have the
right to investigate the hooks and rec-
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ords of any jomnt venture.

Overdue tax payments are assessed a
surcharge of half ot 1 percent tor each
day that the payment is overdue. More
serious penalties of up to five times the
amount of the unpaid tax may be im-
posed tor tax evasion. Tax disputes will
be handled first by local tax authorities
and, in the event of continued disagree-
ment, by higher tax authorites or by
the people’s courts, The joint venture
must pay the assessed income tax be-
fore secking a retund through the dis-
pute resolution process.

The only way for a joint venture par-
ticipant to contest its assessed tax is to
pay first and argue later. The law does
not provide a procedure, as exists in the
US. whereby a taxpaver can obtain a
determination of the correct amount of
tax owed without first paving the
amount assessed by the 1ax authorites.
The absence of such a procedure in the
Jomt Venture Income Tax Law could
result in hardship lor joint ventures,
partcularly smaller ones. A jomt ven-
ture partcipant that s not able to pay a
large amount ol assessed tax may find
the appeals procedures to be meaning-
less it 1ts financal condition s impaired
by the pavment of a tax that is later
found to be excessive. An alternatve
procedure tor contesting an assessed
tax would be a usetul additon 1o the
procedures set torth m the Law.

Another question unanswered by the
law 1s whether joint ventures will be
subject to other Chinese taxes such as
the Industrial and Commercial Income
Lax. At present, we assume that joint
ventures are subject o such axes. It
would be helptul 1o foreign investors i
this issue were claribied i the regula-
tons,

Individual Income Tax Law

The
taxes the worldwide income of individ-
uals who reside in China tor a vear or
more, Nonresidents and  individuals
residing in China tor less than a vear are
taxed onlv on

Individual Income Tax Law

their income earned
within China. The law does not give a
precase defimuon of residency. Thus, it
is not clear whether physical presence,
subjective intent to remain for a certain
period, or some other standard will be
controlling. One Chinese official in-
volved 10 writing the tax laws has in-
dicated that an intent standard will be
used i determining residency. How-
ever, the Chinese have not made a final
decision on this matter,

I he Individual Income Tax Law also
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does not detine “income gained within
or outside China.” We may assume that
this phrase means income from any
source earned anywhere in the world.
It this assumption is correct, then in-
dividuals residing in China for more
than one year will be subject to double
taxation on their income. Unlike the

Joimnt Venture Tax Law, the Individual

Iax Law does not provide for a tax
credit for toreign taxes paid on income
earned in other countries. It is to be
hoped that the Chinese will make pro-
vision tor such a credit for individuals
in the torthcoming regulations. Other-
wise, individuals planning a lengthy
stay in China should recognize that they
will be subject to a higher than normal
tax burden.

The types of income that are subject
to the tax are wages and salaries, com-
pensation tor personal services, roval-
tes, interest, dividends, bonuses, and
income from rental property. There is
no concept in the law of a “capital asset”
that is taxed ditferently from other
iems of income. The law exempts from
taxation various categories of individ-
ual income, such as salaries of diplo-
mats assigned to China, and interest on
deposits in state banks and coopera-
uves. However, the Ministry of Finance
may specity other types of income that
will be subject to taxation.

I'he taxable income of an individual
is generally computed by applving a
specihied deduction agamst gross in-
come. No other deductions are allowed.
‘Thus, in the case of income from wages
and salaries, an individual mav deduct
¥ 800 monthly; the amount above
¥ 800 1s taxable. In the case of income
from personal services, rovalties, or
rental property, a deduction of ¥800
15 allowed for single payments less than
Y 1000, and a deducuon of 20 percent
of the amount received is allowed for
single pavments greater than ¥ 4,000,
Again, the amount remaining afier the
deduction is taxable. No deduction is
permitted against income from inter-
est, dividends, or bonuses.

I'he law does not define the meaning
ol “single payvment.” This could be in-
terpreted to mean the deduction would
apply only once to the specitied items ot
income, or that the deduction would
apply to the monthly aggregate of in-
come from personal services, royalties,
or rental property. Thisis another area
in which supplementary  regulations
are needed.

Because the income of almost all
Chinese is below ¥ 800, 1t 1s obvious that

the indvidual income tax will apply
primarily to toreigners. The rate of tax
to be paid varies according to the type
of income being taxed. The rate on in-
come from wages and salaries s pro-
gressive, ranging from 5 percent on
monthly income from ¥ 801 to ¥ 1,500,
to 45 percent on monthly income above
¥ 12,000, The other categories ol in-
come taxable to an imdividual are taxed
at a tlat rate of 20 percent.

The procedures tor paying and col-
lecuing individual income tax are simi-
lar to those provided by the Joint Ven-
ture Tax Law. One significant difter-
ence is that individuals do not pay their
taxes on an estimated basis. Taxes must
be withheld monthly by the pavor of the
mcome and submitted to the 1ax au-
thorities within the first seven days of
the following month. It the pavor does
not withhold the tax, then the recipiem
of the mcome must forward the tax to
the authorines. In addiion, anyvone who
carns taxable mmcome outside China
must pav the tax due and report the
mcome within one month of the end of
the taxable vear. T he law does not indi-
cate whether the tax on such mcome
must also be paid ona monthly basis

The penalties that may be imposed
against an individual for failure 1o pay
tax, for concealing mcome, or for evad-
ing the tax are also similar to those 1m-
posed under the Joint Venture ‘Tax
Law. That is, the taxpaver must lirst
pay the assessed ax and then il a dis-
scek  a retund

agreement dAlISCS,

through the dispute resolution process

Conclusion

Perhaps we should not expect 100
much detal in China's tax laws at the
present stage of China's developing re-
with foreign mvestors.  The
Chinese tradinonally preter less explicit

lations

laws than those found in the West., How-
ever, the enthusiasm of toreigners for
establishing joint ventures has waned
since the promulgaton of last vear’s
Jomnt Venture Law, i part because ol
the uncertain tax consequences of in-
vesting in China. The new tax laws
climinate some but by no means all of
those uncertainties. iz

The authors are attorneys with the firm
Baker & McKenzie, Washington, DC. My
Rasmussen s also coeditor of the China
Law Reporter of the American Bar Associ-
ation; Mr. Theroux, former vice-president of
the National Council for US-China Trade, is
vice-chairman of the Council’s Legal Com-
muttee.
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The CBR obtained the follow-
ing “unofficial translation” of
the text from the Information
Department of the Ministry of
Foreyrn Affairs. The official text
is the Chinese version. The law
was approved by the third session
of the Fifth National People's
Congress on September 10,
1980, and promulgated for en-
forcement the same day.

Article 1. Income tax shall
be levied in accordance with
this law on the income de-
rived from production, busi-
ness, and other sources by
any joint venture with
Chinese and foreign invest-
ment  (heremafter called
joint venture for short) in
the People’s Republic  of
China. Income tax on the -
come derived from produc-
tion. business, and other
sources by branches within
or outside the territory ol
China of such joint ventures
shall be paid by their head
othce.

Article 2. The taxable in-
come of a joint venture shall
be the net mcome i a tax
vear after deduction ol costs,
expenses, and losses in that
vear.

Article 3. T'he income tax
rate on joint ventures shall
be 30 percent. In addition, a
local surtax ol 10 percent of
the assessed income tax shall
be levied. The mcome tax
rates on Joint ventures ex-
ploiting petroleum. natural
gas, and other resources
shall be supulated separateh

Article 4. In the case ol a
toreign parucipant in a joint
venture remitting its share
of profit from China, an in-
come tax ol 10 percent shall
be levied on the remtted
amount.

Article 5. A newly estab-
lished jomt venture sched-
uled 1o operate for a period
l‘)[ Len vears or mmonre anay.,
upon approval by the tax
authorities of an application
tiled by the enterprise, be
v,\'cmptvd from mcome tax
in the tirst profit-making

China’s Tax Laws

Income Tax Law Concerning Joint Ventures With
Chinese and Foreign Investment

vear and allowed a 50 per-
cent reduction in the second
and third years. With the
approval ot the Ministry of
Finance of the People's Re-
public ot China, joint ven-
tures engaged in such low-
profit operations as farming
and forestry or located
remote, economically under-
developed  outlying  areas
may be allowed a 15-30 per-
cent reduction in imcome tax
tor a penod of ten vears tol-
lowing the expiration ol the
term for exemptions and re-
ductions mentioned n the
preceding paragraph.

Article 6. A participant in
a joint venture which rem-
vests 1ts share of profit in
China for a period of not less
than five years may, upon
approval by the tax authori-
ties of an apphcanon filed by
the said participant, obtain a
refund of 40 percent of the
income tax paid on the rein-
vested amount. A partici-
pant which withdraws its re-
mvested funds within hive
vears shall pay back the tax
amount refunded.

Article 7. Losses incurred
by a joint venture in a tax
vear may be carried over to
the next tax year and made
up with a matching amount
drawn from that vear's -
come. Should the mcome in
the subsequent tax yvean be
insufficent to make up tor
the said losses, the balance
may be made up with further
deductions  against  mcome
vear by vear over a period not
exceeding five vears.

Article 8. Income tax on

joint ventures shall be levied

on an annual basis and paid
in - quarterly installments.
Such  provisional  payment
shall be made within Iy davs
atter the end of each quar-
ter. The tinal settlement
shall be  made  within 3
months of the end ot a tax
vear. kxcess pavments shall
be refunded by the rtax
authorities  or dehaencies
made good by the taxpayer.
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Article 9. Joint ventures
shall file their provisional in-
come tax returns with the
local tax authority within the
period prescribed for pro-
visional payments. The tax-
paver shall file its tinal an-
nual income tax return to-
gether with its final accounts
within three months of the
end of the tax vem

Article 10). Income tax lev-
ied on joint ventures shall be
unnplll('(l m terms of ren min
b (RMB). Income in toreign
currency shall be assessed
according to the exchange
rate  quoted by the State
General Admiumstration of
Exchange Control ot the
People’s Republic of China
and shall be taxed in ren min
.

Article 11, When  joint
ventures go into operation
or when they change the na-
ture ol their busmess, change
their address, close down,
and make changes in ow
transter registered  capital,
such joint ventures shall reg-
ister with the General Ad-
mumstrative Bureau tor In-
dustry and Commerce of the
People’s Republic of China,
and within 30 days ol such
registration, present the rel-
evant certificates to the local
tax authority for tax regis-
tration.

Artucle 12, 1he tax author-
ites have the right to investi-
vate the finanaal atbairs, ac-
count books, and tax situa-
ton ol any joint venture,
Such  joint  venture musl
make reports according 1o
the tacts and provide all rele-
vant information and shall
not reluse Lo cooperate ol
conceal the tacts,

Article 13. A joint venture
must pay its tax within the
prescribed  time limie In
cases of tailure to pay within
the prescribed nme limit, the
appropriate tax authority,
addition to setuing a new
tme limit for tax pavment,
shall surcharge overdue pay-
ments at one halt ot one per-

cent of the overdue tax for
every day in arrears, starting
from the tirst dav of default.

Article 4. '1'he tax author-
1es may, acting at their dis-
crenon, impose a penalty on
any joint venture which has
violated the provisions of ar-
tcles 9, 11, and 12 ol this
law. Indealing with any joint
venture which has evaded o
refused to pav tax, the tax
authorites may, i addinon
to pursuing the tax, impose a
penalty of notmore than five
tmes the amount ol tax un-
derpaid or not paid, accord-
illjﬁI to the sertousness ot the
offense. Cases of gross viola-
tion shall be handled by the
local people’s courts accord-
mgto law.

Article 15, In cases ol dis-
putes with tax authorities
about tax  pavment. joint
ventures must pay tax ac-
cording 1o the relevant reg-
ulations hirst betore applyving
1o higher tax authorities tor
reconsideranon. If thev do
not accept  the  deasions
made atter such reconsider-
ation, they can bring  the
matter  belore  the  local
people’s courts,

Article 16, Income  tax
paid by a joint venture or its
branch m other countries
may be credited against the
assessed mcome tax ot the
head office as foreign tax
credit. Where agreements
on avoldance ol double tax-
ation have been concluded
between the government ol
the  People’s Republic of
Chima and the government
ol another country, income
tax credits shall be handled
in accordance with the pro-
visions of the related agree-
menits,

Article 17 Detatled
and regulatons for the m-
plementatnon ol this law shall
be tormulated by the Minis-
tryv of Finance ol the People's
Republic of Chima,

rules

Article 15, This law shall
come mto force trom the
date of promulgation. -
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Individual Income Tax Law of the
People’s Republic of China

Adopted by the third session of
the Fifth National People'’s Con-
gress on September 10, 1980,
China's personal income tax law
was promulgated the same day by
order of Ye Jianying, chairman
of the NPC’s Standing Commut-
lee.

Article 1. An individual
income tax shall be levied in
accordance with the provis-
ions of this law on the n-
comes gained within or out-
side China by any individual
residing tor one vyear or
more n the People's Repub-
lic of China. For those indi-
viduals either not residing in
China or residing there less
than one vear, individual in-
come tax shall be levied only
on that income gained with-
m China,

Article 2.
come tax shall be levied on
the tollowing categories of
moome:

. wages and salaries

2. compensation tor per-
sonal services

3. rovalues

1. mnterest, dividends, and
bonuses

5. mcome from
property

6. other kinds of mcome
specified as taxable by the
Mimistry of Finance of the
People’s Republic ol China,

Article 3. Individual in-
COEe tax rates:

I. Income from wages
and salaries in excess of spe-
citic amounts shall be taxed
Al progressive rates ranging
from 5 percent to 45 percent
(see appended tax rate table).

2. Income trom compen-
sation for personal services,
rovalues, interest, dividends,
bonuses, and lease ol prop-
erty, and other kinds of in-
come shall be taxed at a tlat
rate ot 20 percent.

Artwcle +. The following
categories of income shall be
exempted  trom  individual
INcome tax:

I. Prizes and awards for
scientific,
cultural achievements;

2. Interest on savings de-
posits in the state banks and
credit cooperatives of the
People’s Republic of China:

3. Weltare benefits, sur-
vivors' pensions, and reliet

Indinvidual  in-

lease of

e h]]()lngil al. o

pay ments;
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. Insurance mdemnites;

5. Military severance pay,
decommission or demobili-
zation pay for cadres and
tighters of the armed torces:

6. Severance pay or re-
tirement pay tor cadres, stafl
members, and workers,

7. Salanies ot diplomatic
otticials of foreign embassies
and consulates in China

8. Tax-free incomes as
stpulated in international
conventions to which China
15 a party, or as stipulated in
agreements China has signed

9. Incomes approved as

tax-free by the Mimstry of

Finance of the People’s Re-
pubhc of China.

Article 5. The amount of
taxable mcome shall be com-
puted as follows:

. Forincome from wages
or salanes, a monthly deduc-
ton of 800 yuan shall be al-
lowed: that part in excess of
800 yuan shall be taxed.

2. For income from com-
pensation for personal ser-
vices, rovaltes, or lease of
property, a deduction of 800
vuan shall be allowed tor ex-
penses it the amount in a
single payment is less than
LOOO yuan: for single pay-
ments i excess ol 4,000
vuan a deducton of 20 per-
cent shall be allowed. The
balance remaining after de-
duction shall be taxed.

3. Interest, dividends,
bonuses, or other kinds of
imcome shall be taxed on the
full amount received in each
payment.

Article 6. For individual
mcome tax, the income
carner shall be the party
responsible for paying the
tax and the paying unit shall
be the withholding agent.
Taxpayers not covered by
withholding are required
personally to file declara-
tions of their income and pay
tax themselves.

Article 7. Taxes withheld
cach month by a withholding
agent and those to be paid
cach month by taxpavers hl-
ing personal returns shall be
turned in o the state treasury
and the tax return submitted
to the tax authoriy within
the first seven davs of the fol-
lowing month. Any taxpaver
who carns mcome outside

China shall pay the tax due
to the state treasury and
submit a tax return to the tax
authority within 30 days of
the end ol each vear.

Article 8. All incomes shall
be computed in terms of ren
mi b (RMB). Income m tor-
eign currency shall be as-
sessed according to the ex-
change rate quoted by the
State General Administra-
tion of Foreign Exchange
Control of the People’s Re-
public of China, and shall be
taxed in ren min b

Article 9. 'The tax author-

ies have the nght to con-
duct investigations concern-
ing the payment of tax.
Withholding agents and tax-
pavers filing personal re-
turns must report according
to the facts and provide all
relevant  imformaton  and
shall not refuse or conceal
the facts.

Article 10. A commission
of 1 percent of the tax
amount withheld shall be
paid to the withholding
agents.

Article 11. A withholding
agent or a taxpayer filing

Individual Income Tax Rates
(applicable to wages and salaries)

Tax Rate
Grade Range of Income (percent)
1 Monthly income of
800 yuan and less Exempt
2 That part of monthly
income from 801 to 5
1,500 yuan
3 That part of monthly
income from 1,501 to 10
3,000 yuan
! That part of monthly
income from 3,001 to 20
6,000 yuan
5 That part of monthly
income from 6,001 to 30
9,000 yuan
6 That part of monthly
income from 9,001 to H)
12,000 yuan
7 That part of monthly
income above 12,000 yuan 45
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New PRC Law Journal

The China Law Reporter, a new quarterly published
by the Committee on the People’s Republic of China of
the American Bar Association’s International Law sec-
tion, issued its first 36-page volume in September. The
editors are Dr. Tao-tai Hsia, chief of the Far Eastern
Law Division of the Library of Congress, and Thomas
J. Rasmussen, an attorney with the law firm of Baker &
McKenzie, in Washington, DC.

Designed mainly for attorneys, the China Law Re-
porter will analyze Sino-American legal matters. Each
issue will contain articles on specific issues, as well as
translations of new Chinese laws and legal documents.

Subscriptions are $25.00 per year, and may be ob-
tained by mailing a check, payable to the American Bar
Association, to Division of Professional Service Activ-
ities, Section of International Law, American Bar As-
sociation, 1155 East 60th Street, Chicago, Illinois
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personal returns must pay
the tax due within the pre-
scribed time hmits, I cases
of failure to pay within the
[)I'L‘h('t'ib(‘(l ume hmits, the
appropriate tax authority. in
addinon o setting a new
tnme limit tor tax payment,
shall surcharge overdue pay-
ments at one halt of one per-
cent of the overdue tax tor
every day in arrears, starting
from the tirst day ol detault.

iies may, acting at their dis-
creton, impose a penalty on
witholding agent or on a tax-
payer filing personal returns
who has violated the provi-
sions of Article 9 of this law
In dealing with those who
have concealed income or
evaded or refused to pay tax,
the tax authorues may, in
addition 1o pursuing the tax,
impose a penalty not more
than five times the amount of

according to the seriousness
of the offense. Cases of gross
violation shall be handled by
the local people’s courts ac-
cording 1o the law.

Article 13. In case ol dis-
putes with the tax authorities
over the payment of taxes,
the withholding agent or
taxpayer filing personal re-
turns must pay taxes accord-
ing to the relevant regula-
tions first before applying 1o

consideration. It they do not
accept the decisions made
after such reconsideraton,
they can bring the matter be-
tore the local people’s courts.

Article 14, Detailed rules
and regulations for the im-
plementation of this law shall
be formulated by the Minis-
try of Finance of the People’s
Republic of China.

Article 15, This law shall
come into force from the

jre

Article 12. The tax author-

tax underpaid or not paid,

higher tax authorities tor re-

date of promulgation.

L

ulations are worked out in

Supplementary Joint Venture Resolutions

The  followmg  regulations
help to clear up some of the am-
bty in China’s onganal ot
Venture Law promulgated on
July 8, 1979, The first regula-
tron om the registration of jomt
ventures clarifies articles 3, 9,

Full Texts

11, and 13 of the Jomnt Venture
Law unth N’g’ﬂfﬂ’ to a jomt ven-
tures's relationshap with local
financal, labor, and lcensing
authonties. The regulation on
management expands upon Ar-
ticle & of the ot Venture Law

with regard to the government's
policy on  wages, incentives,
working hours, dwsapline, and
labor insurance.

Both laws were promulgated
October &, 1980, in communigque
no. 10 of the State Council.

Regulations on the Registration of Joint
Ventures Using Chinese and Foreign Investment

I'he present reg-

tor Industry and Commerce the
of the People’s Republic of

scope ol

s address,
producnon  and

venture,

reau ll]l' !).l\l'llt’lll ()[ [axes
Article 7. In cases where a

accordance with stipulations
laid down in the “Law of the
People’s Republic of China
on  Joint Ventures Using
Chinese and Foreign Invest-
ment” and for the purpose
ol registering such ventures
to protect their leginmate
operations.

Article 2. A joint venture
using Chinese foreign -
vestment should, within one
month atter being approved
by the Foreign Investment
Commission ot the People's
Republic of China, register
with the General Adminms-
tration for Industry  and
Commerce of the People's
Republic of China,

I'he General Administra-
ton tor Industry and Com-
merce authorizes the admin-
istrative bureaus tor indus-
try and commerce i the
provinces, municipalities,
and autonomous regions o
register Joint ventures using
Chinese and foreign nvest-
ment i their localines. Li-
censes tor operations shall be
issued to the sad joint ven-
tures alter examination by
the General Admimstration

China.

Article 3. In applying to
l('g]h’]lkil“()ll. d ]()]”[ venture
using Chinese and foreign
investment should produce
the tollowing documents:

I. The document of ap-
proval issued by the Foreign
Investment Commssion ol
the  People’s  Republic  of
China.

2. The agreement on the

Jomt venture reached by the

various parties involved, the
contract and the articles of
association of the venture, m
both Chinese and foreign
languages and each in triph-
cates, and

30 A duplicate of the li-
cense and other documents
issued by the departments
concerned under the gov-
ernment ol the country (or
region) from which the tor-
eign participants in the joint
venture come,

Article 4. In applying tor
registration of a joint ven-
ture using Chinese and tor-
eign investment, a registra-
ton torm, in tphcates, shall
be filed. ltems 1o be regis-
tered include the name ol
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business, torms of produc-
tion and business, registered
capital ot the parties con-
cerned, chairman and vice-
chairman ot the board of di-
rectors, general director and
deputy director of the plant.
the number and date of ap-
proval on the document. the
size of the enure staft, and
the  number ol foreign
workers and statt members.

Article 5. A joint venture
using Chinese and foreign
imvestment s regarded  as
having been officially estab-
lished the day when a license
tor its operation is 1ssued to
i, and the leginmate pro-
duction and business shall be
protected by the law of the
People’s Republic of China.

An unregistered  enter-
prise shall not be permitted
Lo go Into operation.

Article 6. A joint venture
using Chinese and toreign
investment shall, by produc-
ing the license tor its opera-
tion, open an account with
the Bank of China or
another bank approved by
the Bank of China, and reg-
ister with the local tax bu-

joint venture usmg Chimese
and foreign investment de-
.H“&L'”» 1O MOve o a new ‘ii[('.
shift its production, increase
or cut or transter the regs-
tered capital, or extend the
contract  period.  the  said
venture  shall, within one
month after approval by the
Foreign  Investment Com-
mission of the People's Re-
public of China, register the
changes with the Adminis-
trative Bureau tor Industry
and Commerce in the pros-
1ICe, Munic l]).!l”\_ O auton-
omous region where s
located.

[ cases where changes to
other items are ettected, the
said venture shall have 1o
forward at the end ol the
vear a written report about
these changes to the Admin-
istrative Bureau for Indus-
try and Commerce in the
province, municipality, o1
autonomous region where it
1s located.

Article 8. In registering or
getting 1ts  changes regis-
tered, a joint venture using
Chinese and foreign invest-
ment shall pav the registra-
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OPIC Agreement Reached

Chinese and US negouators signed an agreement
October 30 which permits the Overseas Private Invest-
ment Corporation (OPIC) to extend political risk in-
surance covering private US investment in China. The
agreement took effect immediately.

OPIC, a self-sustaining agency of the US govern-
ment, provides 90 percent insurance coverage for 20
years at low premiums against inconvertibility of cur-
rency, expropriation, war, and revolution. Loan guar-
antees of up 1o $50 million are provided, as are loans of
up to $5 million for small business investors. OPIC
gives preference to investments in poor countries with
per capita GNP’s under $520.

Congress authorized China’s ehgibility for OPIC
programs on July 28, shortly before a presidential
determination that eligibility is “in the national inter-
est” (see CBR, Sept.—Oct., 1979, p. 20). Both of these
steps are required by statute for countries ruled by
Communist parties. Yugoslavia and Romania are the
only other Communist countries granted eligibility.

Under the October agreement, China accepted the
principle of subrogation, whereby the US government,
through OPIC. would acquire the rights of an ag-
grieved company, transforming a government-com-
pany dispute into a government-government dispute.

However, the recently signed Investment Guarantee
Agreement leaves many unanswered questions. One
controversial issue left unresolved, for example, is the
formula for repaying expropriated investors. China
simply agrees to the right of OPIC, as a subrogee of a
US investor, to seek redress under prevailing norms of
international law, through arbitration if necessary.

OPIC guarantees can be given only to projects which
have received host government approval, a rule ap-
plied to all 96 countries where OPIC is involved. A
memorandum accompanying the agreement defines
Chinese government approval as coming from:

o The Foreign Investment Control Commission
(FICC) i the case of joint Chinese-foreign or foreign
equity ventures under its jurisdiction.

« Administrative commissions of the Special Eco-
nomic Zones, of which there are currently six (three in
Guangdong Province and three in Fujian) for invest-
ments, technology transfer, etc., in these areas where
foreign investment regulations are liberalized (see
“Guangdong Export Zone Laws,” this issue).

« An agency specified to OPIC by FICC in cases
which meet neither of these conditions. The deliberate
vagueness in this third category allows the Chinese
flexibility in determining what bureaucratic agency
will have authority over such important investments as
offshore oil developments by foreign companies,
which will be undertaken in the form of service con-
tracts.

Interest in OPLC benefits has been running high
among potential US investors. About 80 firms already
contacted OPIC, and another 16 firms have submitted
formal letters of intent indicating their joint venture
plans in China, in sectors ranging from oil and mineral
extraction to electronics. OPIC officials anticipate little
difficulty in meeting the demand for China investment
insurance, )

Information on OPIC programs may be obtained by
writing to: Information Officer, Overseas Private
Invesyment Corporation, 1129 20th Street, NW,
Washington, DC 20527, or by telephoning on the Cor-
pm';lliun's toll-free “Hot Line,” (300) 424-OP1C.—-MW
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German-Chinese Joint Ventures:
The Familiar Slowdowns

US firms are not the only companes encountering problems m
thetr joint venture negotiations unth China. Fhe CBR's Nicholas H.
Ludlow explams why West German joint venture negotutions are
also gong so stowly in this September 25 report from Frankfurt.

While Germany's imsurance company Hermes is providing
coverage tor some DM 3.7 billion (2.1 billion) worth ot
German mining, chemical, and steel-related equipment sales
to the PRC—and has pending applications worth another
DM 6 billion ($3.1 billion), German mvestment projects i
China are unlikely to move ahead unol China’s joint venture
laws are spelled out more clearly. and unul a Smo-German
investment guarantee agreement is signed.

Major joint venture negotiations by such firms as Volks-
wagen and Mercedes-Benz are currently stalled owing to
unresolved difterences between Hermes' Investment Insur-
ance Department and the Chinese government.

Ihe FRG hirst sent an investment agreement proposal 1o
China im 1979, suggesting a format similar 1o its agreement
with Romania—one of 45 signed so far by Germany with
forewrn countries. But no response came from Benying unul
Germany's minister of economic attars, Herr Lambsdortt,
visited the PRC in August 1980, At that nme, Chinese othe-
tals presented counterproposals—rmany unacceptable o
both the FRG and German compamnes.

Beijing hirst ruled out the idea of “reaprocal treatment ™ or
MEN for investments, by which investments i the PRC
would not be treated any less tavorably than mvestments
made by China’s own companies. Instead, the PRCsuggested
that treatment “would not be less favorable than that with
other toreign compames.” This was unacceptable to German
othcials.

Remittance guarantees was another stcking pomt. Lhe
FRG wanted an absolute guarantee, but the Chinese onl
agreed that remittances ol prohits, rovalues, and other pav-
ments abroad be “subject 1o local rules” While recognizing
the decentralization process going onn China, German ol-
ficials did not see the interests of German firms being met by
a provision that too easily could be subject to unilateral inter-
pretaton by Chinese authorives.

I he German side is receiving major input in the negotia-
tions from the Arbeitskrers China (China working group) of
the Ost-Ausschuss der Deutschen Wirtschatt, Germany's pri-
vate federation of industry known as the BD1

I'he detimuon of the capial itsell was also a problem.
Germany has a cear defimnon of the meaning ol mvestment
that includes know-how, patents, and so torth, as well as the
capital itselt. Not so with China, which msists on defining
ivestment only as capital and interest.

I'he PRC also stalled on tming ot pavment in the event of
expropriaton. otfering payment in bonds over 20 vears o1
some other penod of ume. The FRG wants immediate pay-
ment in deatschmarks.

In addition, China wanted paviment terms to be governed
by the rules of its central bank, the People’s Bank of China,
which also could change trom time to ume. In short, China
seemed 1o want its cake and eat it, at least in the view ol
German companies.

Germany sent a specialist to Chinam September o discuss
these points and w attend a special jomt venture ¢ onference.
But nothing will happen unul the FRG sends its counterpro-
posal to the Chinese. By then, perhaps, China will have
finalized its own joint venture implementation regulations.

Meanwhile, Germany's trade with the PRC has begun to
decline (by 20 percent in the hirst six months of this vear).

['his 1s an important consideration tor German hrms simce,
unlike the US| the majority of German exports to Chinaare
manufactured goods.
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tion tee or the tee tor getting
s changes registered, the
sum ol which is to be fixed by
the General Administration
tor Industry and Commerce
ol the People’s Republic of
China.

Article 9. A joint venture
using Chinese and foreign
imvestment, upon the expir-
ation of the contract period
ol the venture or desirous of
terminating the contract be-
tore its expiration date, shall

upon production ot the doc-
ument of approval issued by
the  Foreign  Investment
Commission of the People’s
Republic of China, register
for the nullificanon of the
contract with the Adminis-
trative Bureau tor Industry
and Commerce i the prov-
ince, mumicipality. or auton-
omous  region where oS
located. The hcense ot the
saiel venture shall be handed
m for cancellaton atter exam-

mation by the General Ad-
ministration  tor  Indusuny
and  Commerce ot the
People’s Republic ot China,

Article 10, The General
Admimistraton for Indusory
and  Commerce ot the
People’s Republic ot China
and the admmistratve bu-
reaus tor mduostry and com-
merce in the  provinces,
municipalities, and autono-
mous regions are authorized
to supervise and inspect the

joint ventures using Chinese
and toreign imvestment in
the areas thev govern. In
cases of violanons ot the
present regulations. the vio-
lator shall be given a warning
or be tined in accordance
with the varving degrees of
seriousness i cach specific

Cadse.

Artwle 1. The present
regulations come into torce
on the date ot 1ts promulga-

Lion. %

Article 1. Labor manage-
ment problems concerning
joint ventures using Chinese
and  foreign mvesunent
(herematter referred to as
joint ventures) should  be
handled m accordance with
the regulations, in additon
to the pertinent stipulations
mArticle 6 of the “Law of the
People’s Republic of China
on  Joint Ventures Using
Chinese and Foreign Invest-
ment.”

Article 2. Matters pertain-
ing 1o emplovment, dismis-
sal, and resignation ol the
workers and statt members,

tasks of  production  and
other  work, wage and
awards and  punishment,

working time and vacation,
labor insurance and weltare,
labor protection and labor
discipline in joint ventures
shall be  stipulated in the
labor contracts signed.

\ Labor contract 1s to be
signed collectively by a joint
venture and the trade union
organization tormed in the
joint venture. A relatively
small joint venture may sign
contracts with the workers
and stall members individu-
ally.

A signed  labor contract
must be submitted o the
labor management depart-
ment - ob  the  provincial,
autonomous  regonal,  or
municipal people’s govern-
ment for approval.

Article 3. The workers
and statt members of a join
venture either recommended
by the authorities in the lo-
cality in charge ot the joint
venture or the labor man-
agement department, or re-

Regulations on Labor Management in Joint
Ventures Using Chinese and Foreign Investment

cruited by the jomt venture
iselt with the consent of the
labor management depart-
ment, should all be selecred
by the joint venture through
examination lor their quali-
fication,

Jomt ventures mav run
workers” schools and train-
mg courses for the traming
and  managerial personnel
and skilled workers.

Article 4. With regard 1o
the surplus workers and sat1
members as a result of
changes in production and
technical conditions ot the
joint venture, those who fail
to meet the requirements
alter training and are not
suttable for other work can
be discharged.  However,
this must be done in line with
the stipulations in the fabor
contract and the enterprise
must give compensation 1o
these workers.

Ihe  dismissed  workers
and statt members will re-
ceive assignments for other
work from the authorities in
charge of the joint venture
or the labor management
department.

Article 5. 'The joint ven-
ture may, according to the
degree of seriousness ol the
case, tauke action against
those workers or staft mem-
bers who have violated rules
and regulations of the enter-
prise that result in certain
bad consequences. Punish-
ment by discharges must be
reported to the authorities in
charge ot the joint venture
and the labor management
department for approval.

Article 6. With regard 1o
the dismissal and  punish-
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ment ol workers and statt
members by the joint ven-
ture, the trade union has the
rght to raise an objection if i
considers  them
able, and send representa-
tves to o seek  a solution
through consultation  with
the  Board ol Directors,
Should the consultation tail
to arrive at a soluton, the
matter will be handled in
accordance with the proce-
dures set torth m Arucle 141
ol the present regulatons.
Article 7. When workers
and stalt members of a joim
venture, on account of spe-
aal condinions, submit resig-
nation 1o the enterprise
through the trade union in
accordance with the labor
contract,  the  enterprise
should give its consent.

Artecle 8. The wage level ol
the workers and stalf mem-
bers ma jomnt venture will be
determined at 120 1o 150
percent of the real wages of
the workers and staftt mem-
bers of state-owned  enter-
prises of the same trade n
the locality.

Article 9. The wage stan-
dards, the form ol wages
paid, and bonus and subsidy
systems are to be discussed

unreason-

and decided upon by the
Board ot hrectors.
Artwcle 10. The bonuses

and wellare funds drawn by
the joint venture from the
profits must be  used as
bonuses, awards, and collec-
tive wellare and should not
be misappropriated.

Article 1. A joint venture
must pay tor the Chinese
workers” and statf members’
labor msurance, cover their

medical expenses, and var-
1ons kinds ol government
subsidies o line with the
standards prevailing in state-
owned enterprises.

Article 12, 'The  employ-
ment of toreign workers and
statt members and their dis-
missal, resignation, pav, wel-
Fare and social msurances,
and  other  matters
cerned should all be supu-
lated m the emplovment
contracts,

Article 13, Jomt ventures
must implement the relevant
rules and regulations ol the
Chinese  government  on
labor protecuon and ensure
satety in producton and
cvilized  producton. The
labor management depart-
ment of the Chinese govern-
ment 1s authorized 1o super-
vise and imspect their imple-
menaon.

Article 14, Labor disputes
OCCUTTING 1N @ Joint venture
should first of all be solved
through  consultation
both parties. 1 consultation
Fatls to arrive at a soluton,
either party or both parties
may request for arbitraton
by the labor management
department of the people’s
government of the provinee,
AULONOMOUS Tegion, or mu-
nicipality - where the  join
venture 18 located.  Either
party that disagrees to the
arbitration may file a suit at
the people’s court,

Article 15. The right of in-
terpretation of the present
regulations belongs to the
State Bureau ol Labor ot the
People’s Republic of China.

Article 16, The regula-
tions come into foree on the
date of its promulgation. %

COn-
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New Bank of China Regulations

New Bank of China Regulations

New regulations governing the Bank
of China were ratified by the State
Council and promulgated on Septem-
ber 22, 1980. The Chinese text was re-
leased by Xinhua news agency on Octo-
ber 12,

The bank was one-third privately
owned under 1ts pre-1949 Articles of
Association,  which  reportedly  re-
mained unchanged unul the recent
regulations were promulgated,

It is interesting that the regulations
give the Bank ot China the authority to
issue “toreign currency  bonds and
other negotiable securities,” which sug-
gestissuance of the first Bank of China
international bonds in 1981, at the start
of the 1981-85 plan.

I'he regulations also increase the
bank’s capital by 150 percent from
¥ 400 million ($267 million) to ¥ 1 billion
(8667 million).

Hencetorth the bank will have a hon-
orary chairman, a chairman ot the
board, vice-chairman ot the board, a
routine business director (a new post),
and several directors. Previously, the
bank had seven vice-chairmen, 20 man-
agig directors, and 21 directors (see
CBR. Jan.—Feb.. 1980, pp. 79-81).

Bank of China Regulations
Chapter 1. General Principles

Article 1. The Bank of China is a so-
cialistic, state-operated enterprise, and
acts as the state’s special foreign ex-
change bank tor the People's Republic
ot China.
Article 2.
China are to organize. utilize, accumu-
late, and control foreign capital, 1o
handle all toreign exchange transac-

[ he duties of the Bank ot

tions, engage i international financial
activites, and establish services for the
maodernization of soctalism.

Article 3. 1 'he Bank ot China shall set
up its main branch in Betjing. and shall,
based on business needs, set up branch
or representative organizations in ke
commercial and finanaal areas both
domestically and abroad.

Chapter I1. Capital

Article 4. The capial of the Bank of
Chima s one bilhon RMB

Chapter I11. Business Activities

Article 5. The Bank of China oper-
ates and is commissioned to handle the
following types of business activities:

l. International  account settling
for toreign trade and nontrade transac-
tons.

2. Savings and loans between inter-
national banks.

3. Overseas Chinese
and other international remittances.

4. Foreign currency savings and
loans as well as foreign exchange busi-
ness in accordance with RMB savings
and loan practices permitted by the
People’s Bank of China.

5. Foreign exchange transactions
(including that of foreign currency).

6. Internatonal gold transactions.

7. Organization or participation in
international consortium loans.

R Investment in or joint operation
of banks, financial corporations, o
other enterprises in the Hong Kong-
Macao area, and in toreign countries.

9. Issuance of
bonds and other negotable securniies,
in accordance with the power delegated
by the state.

10, Crediting and consulung.

I'l. Other bank activities permitted
or commissioned by the state.

Artucle 6.
tional financal conferences, in accor-

remittances

foreign currency

Participation in interna-

dance with power delegated by the
state.

Article 7. Agencies set up by the Bank
ot China in toreign countries and in the
Hong Kong-Macao area shall operate
their banking business in accordance
with local laws and decrees.

Chapter 1V. Organization
Article 8. I'he Bank of China shall set
up a Board ol Directors, consisting ol
an honorary chairman of the board. a
chairman of the board, a vice-chairman
of the board, a routine business direc-
tor, and several directors. All positions
are to be appointed by the State Council.
Article 9. 'T'he duunes ot the Bank of
China's Board of Directors are to:
1. Examine and approve the busi-
ness objectives and plans of the bank.
2. Listen 1o and examine the work
reports by the president of the bank.
3. Examine and adopt the final ac-
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counts for the fiscal year and plans tor
handling proht.

4. Appoint and dismiss the bank’s
seniority personnel.

5. Examine and approve the estab-
lishment or dissolution of branch or-
ganizations  within - and
China.

6. Examine and discuss other im-
portant issues relating to the bank.

Article 10. The Bank ot China shall
set up a Board of Supervisors, consist-

outside of

ing of the head supervisor and several
supervisors. All positions are to be ap-
pointed by the State Counail.
Article 1.
SUPErvIsors are to:
I. Supervise the bank's execution
of state pohcies and laws and ol the

I'he duties ot the Board of

bank’s business objectives.

2. Examine the bank’s report on
the tinal accounts tor the tiscal vear.

3. Investgate important cases and
make suggestions in the handling of
such cases.

Article 12. The Bank of China shall
have one president and several vice-
presidents to be nominated by the
chairman ol the Board ot Directors,
and approved by the Board and ap-
pointed to otfice by the State Council.

Article 13,
sible for the bank's entire business man-
agement and shall submit work reports
regularly to the Board of Directors. He
15 assisted by the vice-presidents.

I'he president 1s respon-

Chapter V. Conferences

Article 14,
shallmectonce avearatameetng to be

I'he Board ol Directors

convened by the chairman ol the Board
ol Directors.

Wrtacle 15, The Board of Supervisors
shall meet once a vear ata meetng to be
convened by the head supervisor.

[ he above-mentoned meetings can
be convened carlier or be postponed
depending on the need: orajointmeet-
g of the two boards mayv be called by
the chamrman ol the Board ol Directors.
Meetings of the Board of Directors, of
the Board of Supervisors. or ol the
joint boards, must have over iwo-third
member partcipaton mcluding mem-
ber representatives before meetngs
mav be held. Trems to be decided must
have a simple majority of partcipating
members for passage.

Chapter V1. Addendum

Article 16, These regulanons, as well
as the amended version. shall be ex-
ecuted after ratthcation by the State

Council. £
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CHINA'S PETROLEUM ORGANIZATION

AND MANPOWER

including dissemination of technology in China

by Jeffrey Schultz

A prime source of information on the organization of China’s petroleum industry, this volume
offers a breakdown of manpower at different levels of the industry, a description of how technology
is transferred within the PRC's petroleum industry, and details of the key developmental roles of
particular scientific research institutes and other entities. China’s Petroleum Organization and
Manpower has been reviewed by PRC Ministry of Petroleum officials.

The publication includes:

e Lists of 25 major refineries and 57 petroleum-
equipment plants in China, and the names of
the more than 400 petroleum officials in the
PRC

e Descriptions of the Petroleum Ministry's re-
lationship with other key petroleum-related
ministries and commissions, such as the Min-
istry of Geology, which conducts extensive
onshore and offshore petroleum exploration

e A unique wall chart that shows the more
than 200 different organizations involved in the
PRC's petroleum industry, including 14 cor-
porations and subsidiaries, 79 petroleum-re-
lated institutes, and 66 departments and bu-
reaus of the oil business in China.

e Detailed explanations of the internal struc-
ture of the Petroleum Ministry, the Petroleum
Corporation of the PRC, and of the major
oilfields.

Published by:
The National Council
for US-China Trade

1050 17th Street, N.W.
Name

Please send me _

and Manpower at 5125 for National Council members, 5200 for non-

members, plus 52 postage and handling
Check enclosed

e A guide to how technology is transferred in
China’s petroleum industry including a list of
American, Japanese, British, Soviet, French,
German, and Belgian technology handbooks
translated by the Chinese.

e Minimum manpower in different sectors of
China’s petroleum industry, based on analysis
of print runs of publications specifically ori-
ented toward production workers, engineers
and managers. (One publication in the oil ex-
ploration field had 27,472 copies printed.)

e A list of the texts used in China to educate
workers in different sectors of China’s petro-
leum industry, including

exploration

drilling

production

refining

storage and transportation

And much more.

copies of China’'s Petroleum Organization

__ Please bill me

Washington, D.C. 20036

Company
Address

Phone: 202/828-8300
Telex: 89-7416

Cable: USCHINTRAD City
Signature
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Four Marine Container Agreements Cause

Competition, Socialist Style

“There will be competition, i thes wll
cawse faster developnent. Competition is the
motive force of development. Whaoever offers
better equapment unll be able to sell it

Ma Xude, Water Transport Bureau,
Mamstry of Communications,

CBR interview,

September 6, 198(0),

there  was  socialist

Where
monopoly. now there 1s competton,

once

and foreign companies are beginning
to feel the pinch.

I'he clearest example of compeuton
between Chinese entities is the signing
of four separate contracts with separate
Chinese entities, all with ditferent for-
eign companies, to build marine con-
tainer factories in China, The contracts
were signed within the last two vears,
and three of the tour tactories are to be

Dori Jones

located within 120 miles of cach other
in Guangdong Province (see map). A
fitth contract is sull under negotanon
for a container tactory i Tanjn.

I'he first contract was concluded m
February 1979 by the China Natonal
Machimery Importand Export Corpor-
ation (MACHIMPEX) and the Guang-
zhou Shipyard, which is administered by
the Sixth Mimistry ol Machine Building
Contamer  Transport Internanonal
(C'1'1) of White Plains, New York, has
helped the Chinese build the tactory,
which was certfied by Bureau Verias
in September 1980 and began produc-
ton i late October. CTT expects the
factory to reach tull production by Jan-
wary 1981, CT1 has exclusive right ol
first refusal 10 buy a mmimum of
50,000 containers over hive vears from
the tactory, which will produce both 20-

Guangzhou

Guangdong
Province's
Three New
Container
Factories

China Business Review, Nov. - ).« 1980

CTI-Civet factory

Sea Containers Inc.,
East Asiatic factory

S _a=—Shenzhen

Hong
Kong
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and 10-foot contamers a vear rom four
production lines. The plantis designed
to produce 10,000 contamers a vear on
a one-shift basis; with two shifis, the
factory could eventually double 1ts out-
put.

news

Sore came  sIx

months atter CHT and s Hong Kong

SUrprising

partner, Civet Investment Company,
signed  ther contract: a Hong Kong
firm called  Javelin Company, lLid.,
mmked an agreement 1o build another
container tactory only 33 miles from
the CT-Civet
Chinese unit called Guangdong Pro-

plant. This ume, a

vincial Overseas Enterprises had made
the arrangements -
out consultng either MACIHIMPENX o1
Guangzhou Shipyard. The Javelin con-

apparently with-

tract difters only in that there is no
guaranteed ready market for the con-
tainers produced there: no container
leasing company has exclusive rights o
buy the containers, which will be sold
on the open market

“What happened in the mtervening
time period s that the rules changed
somewhat,” said Fred Guuerson, C'T1T's
vice-president for the Pacific region
“The tocus on central control 1s now
altered, and as a consequence, local or-
ganizations assumed unto themselves
certain authority and deaded to go out
on thenr own and set up such a ven-
ture.”

Five months later, another Chinese-
owned entity with newly  expanded
powers, the China Merchants Steam
Navigation Company of Hong Kong.
decided 1o do the same. China Mer-
chants. incorporated m Hong Kong but
controlled by the China Ocean Ship-
ping Company (COSCO) under the
Ministry of Communications, signed a

47



jomt venture agreement to build a con-
tamer factorv, this nme in the Shekou
Special Economic Zone near Shenzhen,
across the border from Hong Kong.
Ihe foreign partner is a consortium
formed by the Fast Asiauc Company,
Inc.. and Sea Containers, Inc. SCI has
the right to buv 5,000 20-foot equiva-
lentunits (TEUS) per vear.

I'he Ministry of Communications re-
cently joined the fray itselt by signing a
contract  last summer  through s
Shanghai shipyard to build a container
factory in Shanghat. A West German
engimeering company called Habatec
will help build the tactory, and a Ger-
man container leasing company called
Contrans will buy 30,000 containers
over five vears,

Most recently, a division under the
Ministry of Foreign Trade has been ne-
gotating with CT1 and several other
firms for constructnon of a hifth con-
tamner tactory i Tanjpin.

No Coordinated Policy

Why so many tactories, built by so
many different Chinese organizations
atoncer

One factor is Guangdong Province’s
proximity to Hong Kong, making de-
livery of containers to international cus-
tomers easy and cheap. However, the
deaision to build three tactories in one

province does not seem to have been
centrally planned.

“It's obvious that the Chinese don’t
have a very coordinated or cohesive
policy in dealing with foreign firms.”
said one company representative. *The
local and provinaal organizations are
all striking out independently of one
another. There's got to be some kind of
problem somewhere along the hme: m
the future there's likely 1o be some re-
[uctance on the part ol a company to do
this kind of thing without an assurance
that the arrangement is exclusive.”

In order to coordinate container et-
torts, the Chinese have set up two con-
tainer corporations. one in Beljing
Fiangin, and one in Shanghai. How-
ever, these corporations seem to handle
road movement of containers, loading,
unloading, repair, cleaning, and stor-
age. rather than manutacturing.

When asked about the apparent lack
ol coordination in China, C'T1's Gutter-
son noted that “the Chinese were ex-
tremely forthright and  above-board
with us. They were absolutely honest
i their dealings with us. However,
other Chinese organizations  became
ivolved init. The chance of that devel-
opment was unknown to us and appar-
(']][I\ l]"kn()\\’ll Lo our l(lllll[(‘l’[)i"’lh il'l
China.”

Despute its inital surprise, CTT s not

overlv  worried  about  the  effects
Chinese compenttion will have on s ar-
rangements, Fven
though most of the contamers pro-
duced by the various tactones will be
exported, C1T does not anticipate a
glut on the Asian container market.

[ he Chinese themselves are expected

Gutterson  said.

to become big users ot standard mter-
national-sized contamers, and the mar-
ket is expected to grow quickly as more
containers  and
goods are processed belore shipping,
thus shifting from bulk 1o container-
ized cargo.

countries  use more

Sea Contamers was less sanguine
about the potental ettects of compen-
tion in Chinese container manutactur-
ing. In October, Sea Containers’ Presi-
dent James Sherwood  proposed  a
reduction i the scale ol the plant,
Lxpressing concern that the market
might be flooded with Chinese-built
containers after the announcement of
the German agreement,
nonetheless said the plans tor the fac-

Sherwood

tory were going ahead. Sherwood will
discuss his proposal with China Mer-
chants soon.

\s decentralization progresses and
more Chinese organizanons gamn the
right o deal with foreign companies,
the possibilities for serious misunder-

standings grow. £

C#

Foreign Company Chinese Entity

Covet Investment C o

Heo € TI

Cuangshou Shipyard
Sixth Mimistry o1
Mo hine Buillding)
AN AMACHTIMPE Y

lavehn Co., Lid. (HK)
TRK Management As
SO Hdtes, Ine ot

Overseas Chinese En
terprises, [Dawang

Ciranger Indiana State Farm

C hina Container Con- Ching Merchants Shekou Indus- 3500 T80 Jan 1980 early 198
sortium. Ltd. 1a parn- Steam Navigation trial Zone Creasing to 10 000
nership ol Sea Con C 0 (torming new Shenzhen Ik by 1984
taners, Inc_and joint venture
Fast Asiatie Co China International
Marnine Con
tners, L
Contrans Gesellschan Shanghar Shipvard Shangha T200 TEL luly 1980 Cxr 1adl

tur Contamner Verkehr  Ministry
CombH contaimer
leasimg company o and
Habateo -Selhorn

Engineenng GmbH

ot Cammunications

CONLAIMEr eNgineet
ing company i both ot
West Germany

Location

Couangrshou

Shipnard

Couangdong Provincial - Jundion ot Sun
and North vear
rvers

China’s Container Factories

Annual Output Contract Startup
Capacity Signed Date
over 1O OO0 TEL Feb 19749 lan T9H1

construction

began b/ 15,79

[O OO TEC (hirst A 179 con-
struc tion began
mud-Clet 1979

Shipyard

“In Oxc tober 1980 the president of Sea Contamers proposed a decrease in the output of the tactory

THL 20 Ir)l:[l'lull\.ill'murllh

later 1980
early 1941

Investment
Cost Buy-back Terms

S12-%5138 million 110 milthon in buy-back, CTI
has exclusive nights to pur
hase niest nive vears” produ
hon. menemum ol 50,000 TEL

ata tixed price

Contaners will be available
1or pure hase on the imter
national market

5125 million

under STO milhion  SCHwaill buy 5. 000 TEU per

MRl

M 19 milhon
1S4 milhom

Contrans will buy 30,000 con-
taners trom 1982 to 1986
valued at approx. DM 170
mullion (%94 5 millhion

lable prepared by Dor Jones
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Bohai 3 is the only active comple‘ieV'!—.‘Mbui_h jackup rig in the Bohai Bay.
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China currently 1s building five jack-
up rigs n Dalian, Liaoning Province,
and a semisubmersible rig in Shanghai.
When these enter service in late 1981 o1
early 1982, China's total inventory of
oftshore rigs will surpass 20 (see chart).
These will include 16 jackups, two semi-
submersibles, several fixed platforms,
and one catamaran dnll barge. Ten of
these rigs are Chinese-built.

The first of the jackups which China
is building, Bohai 5, was completed
Dalian in August and is equipped with
National Supply drawworks and pumps:
Bohai 7,9, and 11, also under construc-
tion at Dalian, as well as two other off-
shore rigs vet to be started, will have
Continental Emsco equipment. (China
uses even numbers to designate import-
ed ngs and odd numbers for Chinese-
made rigs used in the Bohai Bay.) Al-
though these jackup plattorms will be
significant that they

made in China, it
will be equipped with imported Ameri-
can drawworks and pumps.

China has substanually expanded s
oftshore drilling fleet by taking deliv-
ery of five completely equipped im-
ported jackups within the last vear. The
first (Bohar 6) was built by Bethlehem
Singapore: two were built by Marathon
Le Tourneau (Bohat 8 and 10), and two
were butlt by Hitachi Zosen (Nanhai 3
and 1) tor use in the South China Sea.
All five have National Supply 1320
drawworks and pumps. In fact, China

now owns ten sets of National Supply
1320 drawworks and pumps on 9 of

its 12 existing jackups and on one fixed
plattorm, according to L.P. Baldwin,
Far Fast area manager of the National
Supply Company. Two of these sets
were sold directly by the company., five
were requested by the Chinese for in-
clusion on rigs ordered from shipyards,
and three were already on used rigs
purchased by China. The Chinese
bought Contnental Emsco drawworks
tor five jackups they will build, and
their sermisubmersible, purchased from
Norway, also has Emsco equipment.

This rapid expansion in its stock of
rigs has now satisfied China's needs for
Jackups, according to Tang Peiji of the
China National Oil and Gas Explora-
tion and Development Corporation.
Fature imports will depend on the
speed of exploration (and on oil dis-
coveries) in the Bohai Bay, Yellow Sea.
and South China Sea, and on the devel-
opment program stll to be worked out
i conjunction with foreign companies,
Fang said.

However, China still needs semisub-
mersible ol ngs, according 1o lTang,
whao noted in August that the Minisiny
ot Petroleum is considering building
semisubmersibles in Dalian. For this
project, the Chinese have enlisted the
help of the Aker Group of Norway,
which reportedly signed a licensing
agreement this summer to construct up

Approximate Locations of French
and Japanese Exploration Zones

in Bohai Bay Liaohg

A onshore oilfields

® cities
"] approximate boundaries of zones

Qinhuangdao
B;]qng p North
Bohar Bay
Tm.'“m Tanggu Shijiutuo Island
Roaniu Dﬂgu&. E’:,?,lj: :uda (Dalian )

Source: Ministry of Pet:oleum Industry, Beijing.
China Business Review, Nov, - Dec, 1980
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to tour H-3 semis within two years at
a cost of $50 milhion each. Some of
the rigs may be used in China, and Aker
reportediv agreed 1o organize the in-
ternational marketing of the others.

China National Geological Explora-
tion Corporation, under the Ministry of
Geology, 1s constructing a semi in
Shanghai, mamly with Chinese equip-
ment, but 1t does not seem to be coor-
dinating its ettorts with the Ministry ol
Petroleum. The semi will have a water
depth of 660 teet and seven Caterpillar
engines,

At present. China owns only one
semmisubmersible  —  the Nanhar 2,
tormerly the Borgny Dolphin — im-
ported from Norway in 1978, The Chi-
nese have had considerable difticulty
with this ng, which was towed 1o Japan
for extensive repairs earlier this vear. It
wis 1o return o South China i mid-
September.

Bohai 3 Undergoes Repairs

A rare hrst-hand look at one of
China's offshore rigs, the Bolu 3,
visited in August by a National Council
petroleum  equipment  delegation,
revealed 1t has drlled only one well
since its launching a year ago: a 5.576-
toot test well drilled in early 1980, Since
Apnl. the wholly Chinese-cquipped
jackup rig has been inacuve due to cor-
roded mud pumps and broken scu-
waler pumps.

Built at Dalian in 1979, Bohai 3 con-
tains mainly Chinese equipment, in-
cluding a 200-ton movable drawworks,
four 600 hp DC engines. three 500 hp
AC engines, and three mud pumps. s
imported equipment includes only a
P& H Kobe crane, Shatter blowout pre-
venlter, ].ip‘l!k'w scawatern pumps, and
French testing equipment made by
Flopetrole.

Bohai 3 can dnill up o 13,120 teet n
131 teet of (s st
drilled in 36 teet of water). Tts four legs

walel well was
measure 256 feet high, and the struc-
ture can withstand winds up 1o 67 miles
per houn and waves up to 26 feet, with a
ude ditterence ot 13 feet.

From April to September. Bohar 3
wias located in the southern section ot
Bohat Bay, 30 nautcal miles north ot
the Shandong Peninsula. The Chimese
planned 10 move it in Ocober 1o
another locavon tor drilling in conjunc-
ton with the Japanese exploration pro-

gran.
[his rig normally is operated by a
crew of 108, each of whom works 11

months on the ng betore gettng one
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month’s vacation.

I'he only other completely Chinese-
built jackup ng, Bohai 1, is at dock n
Tanggu tor repairs and may never be
used again, according to one Chinese
official.

Update on the Japanese Contracts

Bohai 3 is one of at least tour jackup
drilling rigs to be available for use by
the French firm Elf Aquitaine and two
newly formed Japanese firms, which
signed contracts May 29 tor explora-
von and development of oil resources
in Bohar Bay. The Japanese, who will
explore in the southern and western
sectors of Bohai, (see map) will have ac-
cess to Bohar 3 and Bohai 6, while EN
Aquitaine, which will supervise explor-
ation in central Bohat, will have access to
Bohat 4 and the newly delivered Bohai
10 built by Marathon Le Tourneau in
Singapore. The Nanhai 1. 3, and 4 re-
portedly have been moved to the Gulf of
Beibu (Tonkin) for use by the French
firm Total. The Japanese-built Bohai 6
was, in August, the only active drilling
rig in Bohai Bay.

The two newly formed Japanese
companies which signed two contracts
in May are the Chengber Oil Develop-
ment
China Oil Exploration Corporation,

Corporation and  the  Japan-

Both are owned 60 percent by the gov-
ernment-owned  Japan  Natonal il
Corporation (JNOC) and 40 percent by
private  Japanese oil developers, re-
finers, electric uthoes, and steel manu-
Lacturers. The two tirms opened a hield
olfice in Tanjin on July 29,

The Chengbel company’s contract is
for development only ina small, well-ex-
plored area of western Bohai called
Chengber. Chengber has  esumated
reserves of only 3 million tons and 1s 1o
begin commeraal production i 1983,
I'he other new firm. Japan-China Onl
Development Corporaton, will work
with the Chinese on both exploranon
and development  in 25,500
square kilometers (9,840 square miles)
in southern and western Bohai Bav.

SOIne

As one of its first moves, the Cheng-
ber O1l Development Corporation con-
tracted with Nippon Steel Corporation
and Japan Ol Engineering Compan
to provide engineering services and
draw up a master development plan tor
the Chengber oilfield. The two engi-
necring companmes will begin by evalu-
ating the satety and serviceability of
existing oftshore plattorms already in
use before proceeding with test pro-
duction i Chengbei. China also agreed

to halt its own test production at
Chengbei field in September 1981 so
that the two countries could begin joint
production.

The Japan-China Ol Exploration
Corporation agreed with the China
Petroleum Corporation to drill three
test wells in the southern sector be-
ginning in October. The test drilling is
based on geophysical surveving done
by the Chinese earlier.

The Chinese expect to sign a
contract with Atlantic Rich-
field for development of the
Yinggehai area south of
Hainan Island and to open
part of Arco’s area to open
bidding.

A basic difference between the oil
c\'])l()r;iltnn and development contracts
signed with the Japanese and with the
French 1s that the Chinese side will
make no turther mvestment tor ex-
[Jlm‘;ilinn in the Japanese areas, where-
as this possibility s sull open in the
French areas once the French match
the previous mvestments made by the
lang. the

Chinese.  According 1o

Japanese agreed o match previous

Chinese mmvestments, the value ot which
was estimated 1o be within a range
agreed upon by the two sides. The

Japanese have estimated exploration

costs at $210 milhon over five vears.
I)c\clta]nnvnl costs of about S1 billion
over the subsequent 15 vears will be
split 51-49 percent by the Chinese and
the Japanese.

South China Sea Development
Still in Limbo

I'he general outline of China's ambi-
tous plans for offshore oil develop-
ment in the South China Sea has be-
come clearer lately. The Chinese expect
to accept bids from the 46 eligible com-
panies during June and July 1981 and
to evaluate the bids by October 1981, In
the first round of bidding, the Chinese
will offer one-third ol the area ol the
Pearl River Mouth Basin, or abow
1000050000
They will select blocks of about 300

square  kilometers,

square kilometers, and companies can

The China Business Review /November—December 1980

join forces to bid on several blocks m a

single geological structure at once.

Before the bidding opens in June,
the Chinese have enormous tasks to ac-
complish:

« First, they must recetve and analyze
all the final reports interpreting seismic
data. For this task, they have enlisted
the help of Norway's state-owned ol
company, Statoil, which will also advise
China on the legal, technical, and eco-
nomic aspects of granung ofishore
concessions to foreign o1l companies.
The Chinese hope to recewve all final
reports by March 1931, although some
are not due ull May. This analysis 1s
needed to help them determine the size
and locaton of the blocks 1o be tendered.

« Second, they plan to issue a tax law
relating to natural resource develop-
ment and a petroleum law betore hid-
ding begins. They plan to discuss taxa-
tion with the US government, but such
discussions have not vet begun.

e Third, they
standard contract torm acceptable 1o

must  determine  a

toreign oil companies but sull as tavor-
able as possible to China, and decide on
bidding procedures.

« Fourth, betore bidding takes place.
the Chinese hope to sign service con-
tracts, possibly joint ventures, for drill-
ing, helicopters, logging. cemenung,
material  support. and parts.
I'hey have proposed joint ventures or

'\I).!I!‘

techmcal service contracts o several
oftshore drlling contractors, possibly
using Chinese-built semisubmersibles.

« Fifth, they plan to set up several
support  bases, possible in Lianyun-
gang, Shanghai, south Hainan Ishand,
Zhanjiang, Shenzhen, and Shaniou.

o Finally, they expect 1o sign a con-
tract with Atlanuc Richbield for devel-
opment of the Yinggehat area south of
Hainan Island, and to open parts of the
other halt of the area Arco surveved
(over 10,000 square  kilometers)y for
open bidding, prior to the bidding tor
the Pearl River Mouth Basin.

In July, the Chinese discovered ol
for the second nme i the Pearl River
Mouth Basin, about 200 kilometers off
shore. A Chinese petroleum official
sard in September that of 17 wells tha
have been drilled i Beibu Bav, Ying-
gehar, and the Pearl River Mouth area,
S have pre duced ol X

CBR staff unter Dort Jones based this
report on her late-August visit to a Chinese-
Inalt jackup rig in Bohai Bay and on meetings
with Minastry of Petroleum of fucials.



Name, rig type

Bohai 1
jackup

Bohai 2
jackup

Bohai 3
jackup

Bohai 4
jackup

Bohat 5
jackup

Bohat 6
jackup

Bohai 7

Boha 8

Bohai 9
jackup

Bohai 10
jackup

Bohar 11
jackup

Bohai 12
tixed plattorm

Unnamed jackup

Nanhai 1
jackup

Nanhai 2
semisubmers-
ible

Nanhai 3
jackup

Nanhat 4
jackup

Kantan 1
catamaran
dnll barge

kKantan 2
jackup

Unnamed
semisubmers-
ible

WD water depth

China’s Offshore Rigs, October 1980

Construction, delivery
Dalian, 1972.

Mitsubishi, 1969; imported
1973

Dalian, 1979

Hitachi Zosen tor Rob Ray,
1977; delivery, 1977

Dalian, 1980,

Bethlehem Singapore; pur-
chased 1975, delivered
March 1979

Dalian

Marathon Le Tourneau, class
82-50-5; purchased 1978,
delivered January 1980,

[Dalian

Marathon Le Tourneau;
purchase 1978; delivery 1980

Dalian

Delivery Apnl 19749
Dalian.

Robin Loh, Simgapore:
built 1976

H.K. Aker, Norway, 1974
H- 3 design: purchased 1978

Hitachi Zosen, ordered
June 1978; delivered January
1980

Hitachi Zosen, ordered

June 1978 delivered April 1980

Hudong shipyard, Shangha
1974,

Rob Ray, Singapore, built 1976

Shanghai shipyvard

WD = water depth

Performance

WD: 130’
DO: 10,0001

WD: 175
DD: 15,000

wD: 1317
DD: 13,1207

WD: 300"

DD: 25.000°

Not known

WD: 250"
DD: 25,0007

WD: 197"
DOD: 19,6807
WD: 250°

DD: 20,000

WD 1977
DD: 19,6807
testimated)
WD: 250°
DO 25,000

Estimated to be

same as Boha 7

DD: 20,000

Estimated 1o be

same as Bohar 7

WD 3007
DD 20,0001

WOD: 1,000
DD 30,0007

WD: 300
DD: 20,000

WD 300’

DD: 20,000°
WD: 250"

WD 300°
DD 20,000

W 660

DO = drilling depth Cat

Work Area, Status

Docked at Tanggu for
(possibly indefinite) repairs

Capsized November 25, 1979

Bohai south (Japanese sector);
inactive since April.

Bohai center (to be used by Elf
or possibly lent to Japanese);
only active ng in Bohai in
September.

Nearing completion in August
1980

Bohai south (Japanese area®).

In Dalian, to be finished
perhaps by late 1980

In Yellow Sea drlling hirst
stratigraphic test well for BP;
reported in October to be in
Shanghai for repairs.

o be started in 1981,

At dock, Tanggu: to drill in
Bohai center (Elt area)

To be started in 1981

Bohai center
Planned.

Beibu (Tonking
Culf for use by Total

South China Sea, after
repairs at Zhanpang.

Beibu Gult

Beibu Gult

Operated by China National
Geological Exploration
Corporation.

Operated by China National
Geological Exploration

Corporation, Ministry ot Geology

Under construction by China
National Geological Explora-
tion Corporation; to be

tinished in late 1981—¢early 1982

NOTE T addimon to the above, Chima has several tixed plattorms tor drilling and produc tion in Bohai Bay
SOURCES Chinese and Amenican press reports: LIS oil equipment companies; and PRC petroleum ofticials,

Caterpillar

Foreign Equipment

NI Shatfer BOP; Stewart
& Stevenson Koomey BOP control
system

Niigata drawworks; (O’Hara
pumps; Delong jacks; 4 Cat
engines,

P&H Kobe crane; Japanese sea-
water pumps; Shaffer BOP;
Flopetrole testing equipment

National Supply 1320 drawworks,
pumps, jacks, and cranes (2);
I Marathon crane; 5 Cat engines

National bupp|y 1320 drawworks,
pumps, and cranes (2); Cat
engines.

National Supply 1320 drawwaorks,
pumps, and cranes (2); 4 Cat
engines

Continental Emsco C-2 drawworks
and pumps; Cat engines

National Supply 1320 drawworks,
pumps; Marathon jacks and cranes
(2); 4 Catengines; 4 GE alter
nators; Ross Hill SCR drive system;
I Cat generating set.

Continental Emsco C-2 drawworks
and pumps; Cat engines

National Supply 1320 drawwaorks
and pumps; Marathon jacks and
cranes; Catengines.

Continental Emsco C-2 drawworks
and pumps: Marathon jacks and
cranes; Cat engines.

National Supply 1320 drawworks,
system; Hydril and Cameron BOPs
Continental Emsco C-2 drawworks
and pumps; Cat engines

National Supply 1320 drawwaorks,
pumps, jacks, and cranes (2); 1
Marathon crane: 5 Cat engines

Emsco C-3 drawworks and pumps;
4 Bergen engines; 2 Aker cranes;
Cameron BOPs

National Supply 1320 drawworks
pumps, jacks, and cranes (2); 1
Marathon crane; GM engines

Same as Nanhai 3, above

None known.

National Supply 1320 drawworks
and pumps; 5 Cat engines

7 Cat engines; no other toreign
equipment known

BOWP = blowout preventer

Table prepared by Dori Jones
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Our Corporation is a leading supplier of light industrial products in
China. The products handled by our Corporation are General Merchandise,
Stationery, Sports Goods, Household Electric Appliances and Building
Materials. Buyers’' brands, designs and materials are also accepted.

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

General
China: US Policy Since 1945, Washing-
ton, DC: Congressional Quarterly,
1980, 387 pp. $10.95. The account of
US-China relations since World War 11
includes a narrative on the topic and a
day-by-day chronology of events alfect-
ing China and its relations with the rest
of the world. Other sections contain
biographies of Chinese officials and Us
policy-makers, texts, and documents.
Charts and tables on Chinese demo-
graphics, economy, and government
structure are appended.

China: A Brief Hustory, by Nancy Faust
Sizer. Wellesley Hills, MA: The Inde-
pendent School Press, 1979, 197 pp.
$4.50. Designed for high school and
college students, this small hook 1s a
good introduction to Chinese history.
The chapter essays, written as historical
narratives, emphasize political events,
and each is followed by documents de-
scribing Chinese society and political
figures ot the period.

Living in China, by 20 authors lTrom
abroad. Beijing: New World Press,
1979, Distributed by China Books &
Periodicals, Mail Order Department,
2929 24th St., San Francsco, CA
941100 341 pp. $5.95 Nineteen per-
sonal accounts by 20 authors who hved

and worked in China, some tor over 50
vears, constitute this collection.

A Pekang Diary: A Personal Account of
Modern China, by Fisher. New
York: St. Martin's Press, 1979, 256 pp.
$10.95. The wite of the Diwe Welt corres-
pondent in Beijing recounts her exper-
iences living in China from 1973 to
1976.

Lois

Economy

China’s Transition to Industnalism: Pro-
ducer Goods and Economic Development in
the Twentieth Century, by
Rawski. Arbor:

I'homas G.

Ann University - of

54

Michigan Press, 1980, 211 pp. $16.50. A
study of China’s transition to industrial-
ism from the essentially agricultural
cconomy ol 1900, this work focuses on
the contributon of producer indus-
tries, including the machinery, metal-
lurgy, chemical, building  materials,
energy, and mining sectors. The author
argues that the sequence — beginning
with imports and leading successively to
repair work, parual production, full-
scale manutacture, and the expansion
of domestic production beyond the ini-
tal range of imports — describes de-
velopments in China's producer sectors
both before and atter 1949,

Agnicultural Situation: Review of 1979 and
Qutlook for 1980, People’s Republic of
China. US Department ol Agriculture,
Economics and Statistics Service, Room
0051 South Building, I4th St. and In-
dependence Ave., SW, Washington, DC
20250, 49 pp. Single copies available
at no charge. This issue of the annual
review summarizes the major agncul-
tural developments in China in 1979
and the outlook tor 1980, Tables of
production statistics and imports of
commodities by source country are
provided along with a list of 1930 US-
China agricultural saience and technol-
ogy exchanges.

Science and Technology

Science, Technology and China’s Drive for
Modernization, by Richard P. Suttmeler.
Stanford: Hoover Insttution  Press,
1980, 121 pp. $6.95. The study sum-
marizes the new role ol scence and
technology in post-Mao China, its or-
ganizaton, administration, manpower,
and expenditures. The author analyzes
China’s science and technology policy
in international relations and discusses
the politics of Chinese science and Sino-
American relatons.

Nuclear Science mm China, edited by D.
Allen Bromley and Pierre M. Perrolle.

CSCPRC Report No. 10 Washigton,
DC: Navonal Academy Press, 1980.
204 pp. $15. The report of the 1979
nuclear saence delegation to China
provides an overview ol Chinese nu-
clear saience activities and details of ed-
ucational institutions and research in-
stitutes involved in nuclear saence.

Law

China and the Law of the Sea, A, and
Enuvironment, by Jeanette Greenfield.
Germantown, MD: Sijthott and Noord-
hott, 1979, 362 pp. $32.50. I'he prod-
uct of a Cambrnidge doctoral disserta-
tion, this well-documented book eval-
uates China's current practice of inter-
national law in the areas of the sea, air-
space, and environment, and considers
possible solutions to problems in those
areas in the context of international
law. Appendices include translations of
relevant Chinese laws and regulations.

A New Look at Legal Aspects of Doing Busi
ness with China: Developments a Year After
Recogmtion. Commercial Law and Prac-
tice Course Handbook Series No. 226,
New York: Pracusing Law Insutute,
1979, 790 pp. $20. Prepared lor distri-
bution ata Pracusing Law Institute pro-
gram December 1979 January 1930,
the book contains eleven papers on var-
tous legal aspects ot trade with China.
Appended are Sio-US agreements
and protocols signed October 1978
through July 1979,

China Trade

China Trade Handbook, edited by Law-
rence Fung. Hong Kong: The Adsale
People, 1980. Distributed by The Asian
Wall Street Journal, GPO Box 9825,
Hong Kong. 295 pp. $38 scamail, $+1
arrmail. A most usetul collecuon of in-
formation for China traders, the hand-
book contains economic
cluding trade staustics by commodity
for China’s major trading partners. and

statistics, 1n-

the organizatuon of China’s govern-
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ment and trade. Foreign trade policy
and practice is described. with major
discussions  of

joint

compensation
ventures, China's special  eco-
nomic zones, and the Guangzhou (Can-
ton) Fair. Travel and advernsing -

formation is also provided.

Will They Ever Buy Our Products? A
Handbook on Marketing and Advertising in
Chima. Gothenburg, Sweden: Janson
Marketing, 1980, Available from Jan-
son marketing, Distribution Depart-
ment PL2091, S-43040 Saro, Sweden
94 pp. plus appendices. $75. An up-to-
date survey ol pohtical and economic
developments in China introduces a
guide to marketing in China and an
analvsis of the various media available
for advertusing. Two advertising cam-
paign models are described. Included
are price hists and rate-card mtorma-
tion covering newspapers, the techni-
cal, trade. and popular press, radio and

television

Information Peking. Washington, DC:
Welt Pubhshing, 1980, 145 pp. $15

trade.

I'his pocket-sized book contains lists of
organizations and services related 1o
the China trade. Briet informauton is
provided on doing busimess with China
and on tourist sites i China

Prospects for PRC Hard Currency Trade
Through 1985: An Update, by Damian 'l
Gullo. Ofttice of Fast-West Policy and
Planning, Room 4816, US Department
ot Commerce, Washimgton, DC 20230
July T980. 18 pp. Single copies available
at no charge. This Fast-West trade
policy statt paper projects China's im-
port capacity through 1985, showing
capacity rising at an average annial
rate of 229 and reaching $11 bilhon
1985, with China's gross debtat the end
ol 1985 totaling $16 billion.
port analvzes current economic policy,

l'he re-

foreign borrowimg, and sources of hard
currency revenue, and considers the

outlook tor US exports to China.

Travel

The Officral Gruadebook of China, edited by
China Travel and Tour Press. Beyjpng

New York: Books New China, 1980,
345 pp. $9.95. In addition to a general
mtroduction to China and details on
cittes and tourist sites, this well-illus-
trated guidebook. an “edition author-
ized by China Travel Service,” provides
authoritative  information  on - visas:
quarantines; customs regulations; tele-
phone. telegram and cable SCIVICES:
currency regulations; and credit card

Lse %

Books and business guides submitted
tor possible review in The China Business
Rewvtew should be sent 1o the National
Council's book editor, Marnanna Graham.

Correction: [ o obtam An Introduction to
Education in the People's Republic of China
and US-China Educational  Exchanges,
which was histed mm the "China Book-
shelt,” CBR, Julv=Aug., 1980, write US-
Chima Educaton Clearmghouse, 1860
19th St NW. Washington, DC 20004,

LY S

Correspondence in Chinese

Sales Material in Chinese

Slide presentations
Chinese Training Materials

Proposals / Contracts / Letters

Operating manuals/ Filmstrips
Videotapes / Technical papers
Chinese decals for equipment

Indust¢trial Transiation

e Accurate translation to fit your style using PRC terminology

e Typing in simplified characters, proofed, with camera
ready copy provided

e Overnight service for orders under three pages

For further information, price quotes,
or free sample translation from
your material-contact:

gr—mt (hin EAwsociates

3387 Kipling Street
Telephone (415) 493-4781

Sales literature / Technical specs

Palo Alto, California 94306
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Butterfly Brand Garden Tools such as forks,
trowels, cultivators, hoes, hedge shears, etc.
enjoy a high reputation among end-users for
excellent workmanship, novel design,
fine polishing and sharpened cutting edges.
Orders are welcome. For further details, please contact:

China National Machinery Import & Export Corporation, Liaoning Branch
145, Stalin Road, Dalian, China. Cables:"MACHIMPEX" Dalian
Agents:
HongKong: China Resources Company Cables:"CIRECO" HongKong
Macau: Nam Kwong Trading Company Cables:"NAMKWONG™ Macau
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Organization of the People’s

Affiliated machine building
ministries:

Second Ministry of Machine
Building (nuclear)

Seventh Ministry of Machine
Building (guided missiles)

National Defense Scientific and Military Commission of the
Technological Commission Chinese Communist Party
Chairman: Zhang Aiping Chairman: Hua Guofeng

Vice-Chairmen:

Ye llanying
Deng Xiaoping
Nie Rongzhen
Xu Xiangqian
Liu Bocheng

Ministry of National
Defense of the State
Council

Minister: Xu Xiangqgian
Vice-Ministers

Su Yu

X1a0 [Ingguang
Xia0 Ke

Yang Dezhi

Liberation Army of China

Academy of
Military
Sciences
President
Song Shilun

\

PEOPLE’S LIBERATION ARMY

General Political
Department
Director: Wer Guoqing
Departments
general office
propaganda

cultural

mass work

harson
¢ adres
security

Sixth Mirustry of Machine
Building (shipbuilding)
Eighth Ministry ot Machine

Building (aerospace)

e

National Defense Industries l" General Logistics General Staff Department
Office Department Chief of Staff Yang Deshi
Director: Hong Xuezh Director: Hong Xuezhi Department:
Aml':[‘:ﬂ:w(hme building Departments operations
INTIeS wublic health mobilization
Th'rd Ministry of Machlnr' :h-.;dr Zhang Xiang intelligende
_ Bulldlng (aircrafi) Other Departments: NA signal
Fourth Ministry of Machine communic alions
| Building (electronics) armaments
‘ Fifth Ministry of Machine mihtary tramning
i Building (conventional land mulitary affarrs
| armaments!
|
|

[ Service Branches

|

1 I |

Air Force Navy
Head Zhang  Head: Ye Fer  Head: Huang
Tingta N China Sea xXimnting

Fleet: Rao
Shoukun

[ China Sea
Fleet. Zheny
Guozhong

5. China Sea
Fleet: Tan
Zhigeng

Armored Corps  Artillery Corps

[

Comps
Head: L

Head: Song
Chengshi

Second Artillery  Capital

Xhuiging

Military Regions

I

1

Engineering Railway
Construction Corps Engineering
Engineering Head: Tan Sanhe  Corps
Corps Head: Chen
Head: 1 Renhin Zadao

Beijing Fuzhou
Crarrison Garnison
Commander Commander

Qin iwen Yang
Region Chengwu
Hebei Region
Neir Mongol Fupian
Shanxi Jrangx:

Chengdu

Garnson
Commander
You Taizhong

Garnison

Guangzhou

Comm,.
Wu Kehua

l

Kunming
Grarrisor
Commander
Zhang Zhixiu
Region
Guizhou
Yunan

Lanzhou
Carrison
inder
Du Yide

Region Regron Region:

Sichuan Guangdong Gansu

Xizang Guangxi Ningxia
Hamnan Qinghar
Hunan Shaanxi

Nanjing
Ciarrison
Comm

Nie Fengzhn

Region
Anhui
llangsu

Zhepang

Commander

ander

1
Shenyang
Ciarrisor

Commander
L1 Desheng
Region
Heitlongjiang
lihin
Laoning

[

Urumaqgi
Crarrison
C ommander
X1a0 Quantu
Region:
east, north, and
south Xinpang

,

Wuhan

Ciarnison
Commander
Zhang
Caqrang,

Region

Henan

Hubwe

Jinan

Carrison
Commander
Rao Shoukun

Region

Shandong

SOURCES © Chinese officials: National Counail PLA files, and CIA, Directory of Chinese Ofticials: National-level Orgamzations. July 1980

C hart prepared by Karen A. Berney, Kathryn L Dewenter
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EXPORTS TO CHINA: SALES AND NEGOTIATIONS THROUGH OCTOBER 15

The following chart contains recent reports of sales and negotiations exclusive of those listed in previous issues. The total value
figure for sales includes only those deals that are listed as contracts or deals signed/won/secured/concluded. All others are counted
as negotiations. The tables are prepared by the assistant librarian, Catherine Yelloz.

Value (US dollars and

local currency if

Status

Company/Country Product/Plant/Technology known) Date Announced
Agricultural Commodities
(Argentina) Agreement to supply wheat NVG agreement announced
8/6/80
(Sarawak) Has sold in the first four months of 1980 $13.6 million sale announced
atotal of 216,797 m’ of sawn logs 8/20/80
(New Zealand) 2,800 dozen of pickled lamb between October NVG sold
1979 and June 1980 8/30/80
(France) 500,000-700,000 m t of wheat annually tor $361 million agreement signed

Agricultural Technology
(LUSSR)

International Harvester Co. (US)

Berico Industries, Inc. (US)

Chemicals
Ube Industries (Japan)

Cantopex, Ltd. (Canada)

Chemical Plants and Equipment
Nippon Paint Co. (Japan)

Uhde (West Germany)

Herdis Group (Philippines)

Sigma Coatings (Hong Kong)

C. Itoh and Co. (Japan)

Construction Materials and Plants
Herdis Group (Philippines)

Consumer Goods
(Chile)

Herdis Group (Philippines)

Electronics
Hitachi (Japan)

2
three years

100 combines

Agricultural equipment

Grain-drying, storage, and seed-cleaning unit

320,000 m t of urea and 180,000 t of ammonium
sulfate for July-Dec. 1980

Will supply 650,000 m t of potash

Paint manufacturing plant in exchange for 40%
annual share of its products

A 35,000 per year high-density polyethylene plant

Plant to produce 6,000 t cellophane per year

Paints for Guangzhou container manufacturing plant

Contract to help build ethylene production complex

in Shandong

Cement plant with a mill. t per year capacity, to be
located in Jilin Province
25,000 t of Chilean saltpeter

Cigarette filter plant in Beijing or Tangshun

Installation of two computer-based control systems

(FF1.5 billion)

NVG

$7.5 million

%2 million

NVG

NVG

$1.23 million

NVG

NVG

$2.5 million

$152 million

NVG

NVG

NVG

$8.35 million

9/22/80

contract concluded
8/20/80

order received
8/26/80

sold
9/9/80

agreement signed
9/2/80

announced
9/5/80

announced
8/22/80

announced
8/22/80

memorandum of
agreement signed
9/80

contract won
9/80

contract won
9/15/80

memorandum of
agreement signed
9/80

agreement signed
7/80

memorandum of
agreement signed
9/80

order received
7180
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Company/Country

Hitachi Maxell, Ltd. (Japan)

Mitsubishi Corp., Fujitsu,

Nippon Yusen Kaisha, and

Mitsubishi Office Machinery
Co. (Japan)

Pye TVT (UK)

Scope Data Systems, Ltd. (UK)

Herdis Group (Philippines)

Corning Glass Works (US)

Omron Tateisi Electronics
Co. (Japan)

Hitachi, Ltd.

Matsushita Electric
Industrial Co.

Victor Co. of Japan

Tokyo Sanyo Electric Co.

Nippon Electric Co.

(Japan)

Food Processing and Packing
United Brands (US)

Machinery
G.D. Engineering (Australia)

Reishauer AG (Switzerland)
Linde Corp. {West Germany)
Mark Controls

International (US)

Machine Tools

Ace Corp. (Japan)

Metal Mining and Processing
Research Inst. for Metals
(Japan)

Kobe Steel, Ltd. (Japan)

Petroleum and Natural Gas
KCA Feoso (Hong Kong)
KCA International (LK

Scientific Instruments
Baird Corp. (US)

Product/Plant/Technology
a) 2 mill. reels of 60-minute audio magnetic tapes
b) Supply of magnetic-tape manufacturing plants

Supply of computer system to handle Chinese-
character data

A three-camera Video 80 system and a video
noise reducer

Eight NC-2401 data preparation flexowriters

Will produce mill. units each of black and white
TV capacitors and color TV conductors per year

Agreement to design, help, equip, and start up
a black and white TV tube-bulb plant

Production of magnetic switch relays on
subcontract basis.

Color TV production equipment

Technology for canning food, agricultural, and
meat products

Two stretch wrap machines
Gear-grinding machinery and a thread-
grinding machine

Cooperation in producing four oxygen-generating
machines

Cooperation in producing buttertly valves

Joint nut and bolt production enterprise in Tianjin

A five-year joint research program to refine low-grade

columbium containing iron ores, and to extract
columbium

Aluminum foil plant

Compensatory trade agreement to supply and
install a barite grinding mill

580,000 optical spectrometers to chemically
analyze metals

Value

NV(G

NVG

$1.11 million
(¥ 250 million)

$398,025
(£168,000)

$85,300
(£36,000)

NVG

NVG

NVG

NVG

NV

NVG

NVG

NVG

NVG

NV

NVG

$13.3 million

(X 3 billion)

$3.5 milhon

NVG

Status
Date Announced

contract concluded
7/29/80

negotiations announced
7129780

tentative order won
8/20/80

will export
8/20/80

purchased
8/23/80

memorandum of
agreement signed
9/80

agreement announced
9/16/80

agreement signed
9/29/80

agreement announced
10/2/80

memorandum of
understanding announced
10/2/80

sold
7/80

order received
7/80

contract signed
9/17/80

agreement signed

9/17/80

agreement reached
8/19/80

negotiations announced
7/8/80

order received
9/5/80

agreement signed
7/30/80

order obtained
8/21/80

The China Business Review/November—December 1980



Company/Country

Druck (US)

Shipping
Maritima Antares (Greece)

Nea Armonia Shipping Co.
(Greece)

Fathers Island Corp.
(Greece)

Ostria Marntime Corp.
(Greece)

Pilio Shipping Corp.
(Greece)

Sparto Compania Naviera SA
(Greece)

Cast Motor Vessels Co.
(UK)

Singa Nav Pte.
(Singapore)

(Norway)

NA

(United Kingdom)

NA

NA

NA

Prespa Shipping Corp., Ltd.,
Laberousa Shipping Corp., Ltd.,
and Makri Shipping Corp., Ltd.
(Greece)

(Spain)

Wai Gin (Hong Kong)
Mitsubishi Heavy Industries
(Japan)

Habatec-Selhorn and

Container Transport
(West Germany)

Product/Plant/Technology

Precision pressure transducers and digital pressure
indicators for aircraft industry

a) Bulk carrier, “Angela Pando,” 35,110 dwt,
14,073 gross, built 1979

b) Bulk carrier, ““Laura Pando,” 26,796 dwt,
10,645 gross, built 1979

Bulk carrier, “Evangelia C,"" 52,402 dwt,
29,424 gross, built Haverton Hill, 1967

Bulk carrier, “Nicolaos Pateras,”” 30,401 dwt,
17,298 gross, built Rijeka, 1973

Bulk carnier, "Ostria I, 38,264 dwt,
20,571 gross, built Leningrad, 1971

Bulk carnier, “Pilio,” 50,789 dwt, 29,606 gross,
built Sunderland, 1967

Bulk carrier, “Thalassini Avra,” 79,759 dwt.
318,941 gross, built Luebeck-Siems, 1973

a) Motor bulk carrier, ““Cast Dolphin,” 52,021 dwt,
29,833 gross, built Copenhagen, 1972
b) Motor bulk carrier, “Cast Orca,”” 51,072 dwt,

30,078 gross, built Copenhagen, 1973

Motor bulk carrier, “Norman Merchant,”” 53,850 dwt,

30,815 gross, built Sunderland, 1967

a) Bulk carrier, “Vinstra,” 63,000 dwt,
built 1975

b) Bulk carrier, “"Vesteroy,” 63,000 dwt,
built 1975

Bulk carrier, “Dimitros A. Lemos,” 74,212 dwt
built 1973

Bulk carrier, “Amorgos,”” 59,662 dwt, built 1970

Bulk carrier, “Tramontana,”” 38,203 dwt, built 1971

Bulk carrier, “Griesheim,”” 34,150 dwt, built 1972

Bulk carrier, “Kalliopi,”” 28,957 dwt, built 1976

General cargo motorships, “Aegis Captain,” "“Aegis
Pilot,” and " Aegis Sailor,” 15,780 dwt, 9,567
gross, built Bilbao, 1978

Three Spanish-built TO15-type ships
Order to supply and outfit ten lifeboats on the PRC's

cruiseship, MV. Ming Hua

Will provide two years of technical assistance to
a Shanghai shipyard

A five-year compensatory trade agreement involving:
a) construction of container plant for Shanghai
Shipyard.

Value

NVG

$33.5 million for
both

$9.2 million

$11.31 million

$12.45 million

%9 million

$19.55 million

$27 milhon for

both

$9.75 million

$40 million
for both

$18 milhon

$13 million

$12.6 million

$11 million

$12 million

25 milhon
for all three

NVG

NV

$450,000
(¥ 100 million)

$11.3 million

Status

Date Announced

will supply
8/23/80

sale announced
7122/80

sale announced
7122180

sale announced
7122180

sale announced
7/22/80

sale announced
7/22/80

sale announced
7/22/80

sale announced
7{29/80

sale announced
7/29/80

sales announced
8/8/80

sale announced
8/8/80

sale announced
8/8/80

sale announced
8/8/80

sale announced
8/8/80

sale announced
8/8/80

sold
8/12/80

sale announced
8/13/80

order won
8/20/80

agreement signed

8/22/80

contracts won
8/25/80
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Company/Country

Product/Plant/Technology

Value

Status
Date Announced

Hitachi Shipbuilding and

Engineering Co.,

Namura Shipbuilding and
Sasebo Heavy Industries

(Japan)

Maschinenfabrik Augshurg-
Nurnberg AG
(West Germany)

Burmeister & Wain
(Denmark)

Steel and Steel Products
(Japan)

Telecommunications
Cable and Wireless (LK)

Marconi Instruments
(LK)

Singapore Technical Services
(Singapore)

Cable and Wireless Systems
(Hong Kong)

Textile Products
(Egypt)

Toray Industries, and
Teijin, Ltd. (Japan)

Trans-Market Research
(Hong Kong)

Transportation

TRAC International Corp.,
and Great Eastern
Development, Ltd. (US)

Daimler-Benz AG
(West Germany)

Leyland Vehicles (UK)

Japan Automobile Sales Co.
(Japan)

Emery Air Freight Corp.
(Us)

Lockheed-Georgia Co.
(Us)

Miscellaneous
Ricardo Consulting
Engineers, Ltd.
(UK)

Mitsui Group (Japan)

b) agreement to buy containers from shipyard

Six 60,000 dwt Panamax bulk carriers

Agreement to help China build several types of
diesel ship motors

Will build four 64,000 dwt bulk carriers for China

180,000-200,000 seamless steel pipes

Hopes to install microwave telephone link between
Hong Kong and Guangzhou

Communications test equipment to be used in
educational and research institutions as well
as in telecommunications centers

Contract to install telecommunications network
for an attempt to extinguish an oil-rig blowout

Will supply and install telephone exchange in Shekou
in Guangdong Province

Yarn

10,000 mt of polyester-staple fiber with delivery
expected by end of year

Agreement negotiated providing for graduated

commitment; involves sale of Guangzhou
toweling products in the US

Bicycle import/sales distribution venture

Spare parts and service for Merdeces-Benz
vehicles

27 Leyland Clydesdales and three Leyland Viking
chassis to be used for bus service between
Hong Kong and Guangdong Province

Joint venture to set up taxi service near
Guangzhou

Agreement under which Emery will be sole air-
freight forwarder for US cargo destined to China

Joint ventures on commercial products

Contracts to supply technical assistance and
consultation in the field of internal combustion
engines

A five-year economic and technical cooperation
agreement

$96 million

NVG

NVG

$145 million

NVG

NVG

$213,228
(£90,000)

$286,000

$500,000

$15 million

NVG

NVG

NVG

NVG

$1.9 million
(£800,000)

NVG

NVG

NVG

$2.2 million

NVG

provisional order
announced
9/5/80

announced
9/25/80

contract announced
10/2/80

negotiations announced
7/19/80

announced
7180

contract signed
8/1/80
contract won
8/1/80
contract signed
9/80
announced

8/15/80

announced
8/20/80

deal finalized
9/80

deal finalized
7/25/80

agreement signed
8/14/80
order received
8/16/80
contract signed

8/27/80

agreement signed
8/29/80

discussion announced
9/24/80

contracts signed
7180

agreement signed
7/28/80
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Company/Country

Modern Talking Picture
Service (US)

Greening Donald Co., Ltd.
(Canada)

Speedo Holdings, Ltd.
(Australia)

US Wheat Associates (US)

US-China Trade Consultants,
Inc. (US)

Seiko, Citizen,

and Onent Companies
(Japan)

(Portugal)

Victorian Forests Commission

(Australia)

Herdis Group (Philippines)

ATl Equities (US)

UN Fund for Population
Activities (UNFPA)

Mono Printing and Type-
setting Equipment Co., Ltd.
(Hong Kong)

Licenses
Limitorque Corp. (US)

Product/Plant/Technology

Distribution pact
96 reels of wire rope
A two-year agreement to improve standard of

swimming and other aquatic sports

Cooperative contract to establish modern bakery
and bakers’ training program in Beijing

Exclusive agreement to coordinate American
participation in planning wide range of projects

to modernize Beijing

2.48 mill. watches for delivery betore March 1981

600,000 tons of pulp paper for next three years

A gum tree forest to be established in Nanjing

in exchange for typical Chinese garden in Melbourne

Sanitary towels, sensitive tape, strawboard,
typewriting paper, lissue paper, citric acid,
ceramics and enamel, bicycle plant, batteries
for watches and clocks

Agreement with China Sports Service to present
a rodeo and a pop music concert

Agreement to provide technical assistance in
curbing nation’s population growth

An entire English-Chinese phototypesetting
system

A valve-actuator licensing agreement

Sales and Negotiations by Overseas Chinese Enterprises

Kong and Halvorsen Marine
and Engineering Co.

A. Fai Engineers and Ship-
repairs (Hong Kong)

Lun Tak Co. (Hong Kong)

Total value of 1980 sales listed through October 15
Total value of 1980 negotiations listed through October 15 . .. ... ... o . $ 2.7 billion+
Cumulative value of sales from January 1, 1979, through October 15
Cumulative value of negotiations from January 1, 1979, through October 15

NVG = No value given

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

Financial Statistics (IMF).

Joint venture with China Merchants Steam
Navigation Co. to build yachts at Shekou in
Guangdong Province

A 52.5 million ft* tract of farmland in an area
of Hong Kong's New Territories to Beehive
Enterprises, Ltd. (51% controlled by China
Resources Co.)

Value

NVG

$1.5 million

NVG

$1.5 million

NVG

$33,415
(¥ 7.5 million)

NV(G

NVG

NVG

NVG

$50 million

NVG

NV

NVG

NVG

Contracts concluded over two months ago are also included, if they were not reported in the last issue of the CBR

Status
Date Announced

signed
8/80

sold
8/7/80

agreement signed
8/9/80

contract signed
8/11/80

agreement signed
8/14/80

order placed
8/20/80

announced
8/26/80

announced
8/26/80

memoranda of
agreement signed
9/80

agreement signed
9/10/80

agreement signed
9/12/80

order received
9/14/80

agreement negotiated
9722180

agreement announced
9/80

sold
9/24/80
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$ 3.9 billion+

$11.3 billion+
$ 4.6 billion+



We bring China into focus.

HARBIN®
CHANGCHUN®
SHENYANG®

BEING® =

IINAN®
NANJING®
HUHHOT @ SHANGHAI®
WUHAN®
ANG CHANGSHA®
GUILIN®

CHENGDU® GUANGZHOU @

URUMQI @

LHASA®

China’s modernisation is re-opening the bridge between Contact us at China Desk, The Hongkong and
Western technology and the needs of an enormous market. Shanghai Banking Corporation, 1 Queen’s Road Central,
Getting business in the new market is not easy. It calls for the Hong Kong, or through any of our 400 offices in more than
guidance of an organisation where speed of decision and 40 countries.

modern technology are backed by a century of experience in
the China trade — The Hongkong and Shanghai Banking

Corporation. Th H k Bank
Contact with The Hongkong Bank gives you immediate e Ong Ong

access to the full range of international banking services from The Hongkong and Shanghai Banking Corporation

loan syndication, medium-term financing and joint ventures, to Marine Midland Bank. . A
detailed trade documentation. Tha Rettich Rank A AL |
Our China Desk based in Hong Kong can advise you on The [?T"s?g‘m,l‘gﬂrl'\hitd‘kd Fast
strategy and tactics for approaching the new market, and our ang Seng ' Nk Limite
Business Profile on China is just one example of the specialist Wardley leltt_‘d .
information we can provide. Mercantile Bank Limited
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CHINA TRANSLATION & PRINTING SERVICES-USA(SF)INC.

F [E 4RiFEN 55 AT
DIRECT COMMUNICATION

BRINGS

DIRECT RESULTS

[A[His recognized and highly recommended
by Chinese and American trade officials in

services to meet communica-
tion requirements. ([ offers
complete translation services
for all manner of technical mate-
rial and is the officially ap-
pointed sole agent by Chinese
authorities to represent the
largest scientific and technical |
translation and publishing body,
CTPSC, recently set up in Bei-
jing. Since 1965, [ALH has been recognized
as the largest and most well-established
organization of its kind, handling 33
western industrial and technical exhibi- W &
tions in China. In addition to translation "o
services, [I[J-USA also provides interpret-

% 5 & A

US-CHINA AGRICULTURE

fig .o ImZ6
FMEAEREE SR

ftez

providing quality translation and publishing R

ing services, translated narra-
tions of audio-visual presenta-
tions, typesetting and business
cards. -USA announces its
publications of: US-China Elec-
tronics produced in Chinese
with the Chinese Fourth Minis-
try of Machine Building. Call
Patricia Green EW Communica-
tions, (415) 494-2800. US-China
Agriculture produced in Chinese
with the Chinese Ministry of Agricul-
ture. Call Larry Throckmorton West-
ern Agricultural Publishing, (209)
268-4374. China’s Foreign Trade: Its
Policies and Procedures in English,
by Beijing trade officials, includes
latest official government chart.
Now available from [{[JJ -USA (SF).

Contact Judy Poon, (AL -USA(SF), Inc.,153 Kearny St.,#511,SanFrancisco,CA 94108 (415) 362-2445
o Tt B SR T el e e TRl S R L S U LR



{IRSPEED
LIMIT

Collins automatic IFR approach
and hover. Now you can

really stay on top of trouble.

Helicopter operations at night and in weather are
difficult — particularly if hover is part of the game.
Now there's help. A new autopilot specifically designed
to assist in all phases of flight, including transition to
hover. And it’s available from a world leader in the
avionics industry, the Collins Avionics Divisions of
Rockwell International.

By managing the aircraft through all flight regimes,
including the transition to hover, the Collins autopilot
frees the pilots to concentrate on managing a successful
mission. The autopilot is tailored to helicopter require-
ments, with features including full collective control.
This takes advantage of such unique helicopter
capabilities as steep angle descent and very slow flight.
With the companion three-axis flight director installed,
fully coupled flight is provided. Optional electronic dis-
play (HSVD) provides integrated display of HSI, map,
radar and FLIR.

The Collins autopilot is part of a fully integrated
maritime surveillance avionics package now being

installed on the U.S. Coast Guard Short Range
Recovery (SRR) helicopters. With the associated
mission computer and multiplex bus system, the
integrated system provides precise coupled naviga-
tion for land-based and offshore operations, automatic
radio management including data link, and engine/
transmission/fuel monitoring.

We can meet the operational needs of virtually any
helicopter for civil, government or military applica-
tions. For details, contact Collins Government
Avionics Division, Rockwell International,

Cedar Rapids, lowa, 52406. 319/395-4412.

‘l Rockwell International

...where science gets down to business



