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DISCOYERINCHINE,SE.
NowAmerica's largest science magazine

speaks the language of Chinese decision-makers.

The Chinese Dscornx is the
first of its kind-the first foreign
eonsumcr ma1;azine to bc lran\-
lated into Chinese and sold at
nationwide retail outlets.

It's printed in fbur-color, on
better paper than other Chinese
magazines, with a bigger page.
The price-trvice that of other
Chinese magazines. The initial

cirrulation-20,000 guaranteed
H"."'., 

" 
,.,iqr. ;Jp,*".i,;

to advertise to an elite Chinese
audience. A black-and-rvhite page
costs $2,62.5; firur<olor is $-+,200.

To find out more about the
Chinese I)rscornn, contact

Jack Lt'nch in Nerv York at (212)
t3+l-2.502; Ron Keown in Chicago
ar (.lll) .l19-6.1()l; Bob Bagno in

+qHti&8trri
TEBRA{tf,nA{ (iii) ft .{,}t

I)etroit at (313) 1i7.5-12121 or Cliff
i\llrran in l-os Angeles at (213)

..]8.i-nI.sI.
Start talking the language of

Chinese decision-makers-in
Dsunr:n.
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Established in 1974, The China Businoss Review k€sps china lradeE on top
ol lhe lalosl d€velopments ln China's oconomy, international trade, business
praclicos, linancing terms, and induslrial plannlng.

Yes! I would liko lo subscribo to The China Businoss R€yiew (bimonth lv).

My ch€ck in lhe amounl ol US$- ls €nclosod. E Pleass bill me.
(Subscriplions begin wlth the llrsl issue atter paymenl is received.)

Annual Ral6s:
tr $90, US or Canada
tr t12O, outsido US and Canada (alrmall)

! $60, academic or publlc llbrarles ln US or Canada
E i48, student or laculty (US or Canada only)-copy ol cunent lD or facully

letterftead ls requlred
Subscription poriod desired: ! lyear ! 2years ! 3years
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th&
ONT BIC EXPORT
PROCESSING ZONT

Wlrcrr Iirrrrrrtiorr ol_tht' first Spt-
cial [-r'orrorrri< Zon<' was anD()trD('c(l
orr Scplcrrrlrtr (i. l{l7l), rhe (lhirtese
cxlrluirrcrl ll)]l ()r)(' ()l its purPoscs
\1;r\ t(, lr\ (| r rrcrr'lxrlities tlllt (()ul(l
latr.r lx' irrtrrxlrrtc<l rrati(nri{ide.

lD l.r t, lr,lir i('s irrrPlcttrertterl rtl
tht, Sl-Zs hlrrt sl)r'c;r(l t() the rcsl of
( llr ir r.r *ith arnuzirrg spee<1.

,\rrxrng tlrr'filst tar tlte right ol'
(-xlx)r't l)r'()((.ssing cnl(lrpr'ises l() irn-
porl ras rrlrlrrials. I)alts, atrd pa(l-
irgirrg rrratctials (llrr\ [r-(e. This iighl
rvlrs ollitiallt gr':lntc(l Sl-Z tlnter-
l)r isc\ itl (;lralrg(l(,rlg PI ()virl(e (rl .,\u-
gusr 2(i, l{1t30. 'lherr ort APIiI li,
lllxil, (:Irirr.r;rrrrr,rrrIrt'r'rI a " pr rlilrri'
nur'v l)lillr" l() ('xt( r(l lhis P()licv t() illl
cx;xrrt 1rr'rxcssirrg cltcrprises in lhc
( ()ltIll!v.

'Ihc rlcrrliorr (,1 100 l)e!'.ent fill'-
<'igrr-orvrrcrl crlcII)r-iscs irr (lhina has
sl)rcl(l .iusr us ral>idlr'. The lirst
slrollr ortrcrl I('r('igr rI)lrrpIi.c itt
(lhirra was cstablished in the
Slrcrrzhctt Shl irr l\lar l-913{). 1 he pol-
it r srxrn sprcarl to r,ther SllZs. and ()Il
()(t()l)(.r' I L I1)lt:1, \'icc-Ntinistcr \l'ei
Yrrrrirrg ol lhc l\linist.\' of Foreiglr
liorr(,tlri< R(,luli()r)s irnd Trade att-
rrorrur't,rl that (ihirrr wottld ent'our-
age 100 lxr'('crl lirreign-owned ert-
l('rl)r'is('s "in (lhirra's coastal areas
wlrct t corttlitiorts pcrnrit." Soon
lhcr-('irh(r, on Noventl>et lir, thc lllll
(i,rrl)an\ of St. I'arrl, Mitrrtesola art-
trorrrrr'crl .rrr "ir).lr(ctttetrt in plilrrr-
l)l(" t() cslxl)lish a wl)olll owned
plarrt irr Slrartglrai l() nrake tapes. rcs-
irrs, an(l (()lrn((l()rs nrainl't' for the
tclc< onrnrtrnicatirlrs intlustrt'.

'l-he pr'olifc lat ion ()l SEZ-tvpe
plr( Ii.cs und lt'gtrlations t() the tesl
ol (.lrrrr,r r,,rrLl rrrrlrrr lllJt fi,rciEIl
barrks will h;rvc linriled branch banks
irr (lhirra orrt ,l"r'-'1s thev curlentlv
rlo irr tlrt'Slrt'nzhcrr S[-2. 

-JBS
UNACCEPTABI,T I.OSSES

ll (lhinil tlr('(1r(isl lir profits has
b<'t ornr, a nlli()nal pr'eoccupat i()ll.

TRE,NDS & ISSUES

lhang.linglir. Ihc lrcr(l ()l the P()rtel'-
Iirl Statt !iorrorrric (lotnrnission, re-
( ( ntly lllr,r()llrr( c(l lllal all subsidies l()
slul('(r)lcIl)ris('s Illilillg t() achieve a

plolit rvill s(x)tt lx'rul oH'. Thc nrea-

sllr('is l)lll ol a r or t r l>rt'heltsive catn'

1r;rigrr laurrlrlrl joirrtlv bt the Sl-(i
:lll(l l irrrr(c Nlittistl't ott Septer1}bet'

2!). A l<,u ol tlrc cinrprigtt's st{T)-
gup attd lorrgt'r -t<-t nr "radit al"
lllr.Jsut ('\:
) st.,t, , rrt, r 1,r rt( \ rlrlr\l ( ut tlrcil
Lrsscs lrr at lcast onc-hall this rear-
l'( tIr)l( utrr ilrr(l I)ctI()(henlical enter-

I)r'iscs nlllsl t.linrinnle their losses bv
tr'ar's t'rttl.
l) [r'.,.y ,rr,rrr.1-l,,siItli state enter-
prist itt (lltitte will llc issued a dead-
lirrc by tlrt trttl ol Novcntber l1)tiil,
alicl wlrit'h lirr('ils subsidies will be
r "r ,,11

) !)rrtcr'yrrisc rranirg(Is uill be heltl

Pt'rsorr:rllr |cslxrrrsible f<rr_ the cant-
paigrr's str ccss. "l Ir( ()ttl[)elent ellter-
l)[i\(. lca(lcts nill bc sacked,' t>rre
(.lrirrcst ollir ial (lailtls. \l'arns an-
ollrcr': "B()tll lhe l'Jrl\ secretan'and
Iilct()r't rrrJrlitg('r rvill be asked trr
rt'sigrr.
) l-rrtt'r'prists thut {ail t() (urn a

llrolit will b< "sltut down, anralga-
rrratc<l witlr (,ther elrlcrprises, (|r
swit('lrc(l t() tllc Drantrl (ture ()f()ther
plrxlrrr'ls. lrr t xtrt'nre r':rses the stale
r)ily cv(t| luln lllc Pr'()blern ()ver to
thc workcls atld slall oI profitless
cnt(.r'plis(s. b1' signing a (()lltract
with tlrcrrr gr'iltlting a (xle-year lax
holirlar,. antl thtlcalicr letting thcnt
sirrL ol swinr ()rl lheir'()$n.
) 'lhc rrrrrlbcr ol rnonel.Lrsin8 state
crrtcrpriscs rrrr.lsl Iull b! 32 perteltt
lhi\ \cat', lr'{,rr ll..l:i6 cnterPrises last
vcal r() :rb{)ul 5.7110 bl the end of
l1l8:1. 

-lhis will |e<lu(e the percent-
agc ()l s(irtc cn tcr Pt ises operating at a
krss liorrr alxrut liO petcent in I9ll2
t(, 20 pcr((rt lhi-\ lcnr.
) Attl t'rtr,rpris, (lrt'rrtrll)' l')\itrg
lll(tnev r|llsl sl()P lraying worker bo-
Ius('s lll ()ll( ('.
) In tlrt' Lrng run the liovernnleDt
t-cc()gnircs lllirl Pri(es nlust bec()rne

rIr)r'(, r'illi()llal il I:rttorics are t() l)c-
corrrr' cllir it rrt.

Oorrrirrg lrrrrr lhirrrg, thc rrtan rvhrr

Ircllx.rl irrr1rk rrrt rtt ( )ltitra's agrit ul-
lrrr el lclirrrrrs irr l1)71)-80, these nlea-
sur.s (l() D.,l lll)lxilr l() bc just an-
(,tlr( r r(,lrr(l ol l.rrr:t lltations over lhe
trrrprolrtlrlrilitr ()l (llrirrcsc I:rctories.

\lolcovcr'. r ll( (,1)vi()r.rs c()n('et-rl
ortr crrttrpris< lrrolitabilitT calls to
rrrirrrl llrt torrrrrrtrrt ol a (lhina tlader
lu Ics rr..rls bur k. *lro l)rc(li(led (hrt
tlrt, (llrirt,s< rroukl ntvcr let lirreiglr
tilrrrs rrr:rkt r'c:rs()nll)lc ralcs of prof-
its rrrrtil srrrh l>charior bv Chinese
trrterlrristr w:rs a((cl)tcd. eren re-
rlrrirt'rl, lrv tlrt (llrir:t'se aulh()rities.
'l hat rlrry sccrrs lirsl ap1>roarhing- IIr-
rlccrl, it rrrar havc arlivt<I. 

-JBS
NUCTEAR POWTR

(:l)irr:l is ((lgirg irrlo the nuclear

Ix)vrcr' ( r'u iD lits arl(l stlrrls. Recently
tlr( llotrg K()ng go\,elnrttent ap-
y>r'.vrl irr plinriple a i()int \enture
lrt,twt,t.rr lh<. lerlit()r\'s Ohina l,ighl
anrl I\rs'tr utilitt un(l (itrangdong
I'r()rirrrr. l()I thc I,1t00 nr$ Guang-
<k,rrg 1;11,1,,, rr('lit' H()Dg Kong. As
( uIi( nIl\ slr-u(turcd, (;uangdong
rloulrl havt a 75 pcrccnt share in the
plart. witlr tllc lest hcld ntainlv bl
Ohirr:r Liglrt. whit lr woul<l bu) abotrt
70 lxr'(('ur ol thc power. The con-
r n,tt r'lrrrrrrcrr'i:rl rh t.rils-{ittatr<ilrg
arr<l tlrr'lrlicc ol lxrwrr sold to Hong
Korrg r'trrrairr l() l)c rrc'E()tiated.

'I lrc l"r'crrch ('(,rnpaly FRAMA-
'l ()l{l- rcPoite<llv has signed a

rr('rl()r'iln(hrnr ol undcrstanding wilh
(ihina to srrPPlr f<[rr nuclear reac-
trrrs. incltrrling tr,r'{) frrr Guangdong.
acr onrparried bt' tht transfer of reac-
tor lrrarrrrla< trrrinS kn()\a'-h()n. But
l ntl\' slrsl)c.l tlrat tlte Chinese will
*'ait at l<.ast unlil the rprirlg to pick a

rcactot srrPlllicr. in thc lr()pe thar the
tlS will havc rctchc(l a Du(lear agree-
nrcrrt witlr Ohirra by tlren, making LIS

supplit.rs cligiblt. l() ('(nnpele.
l)r-(,grcss I (,wxr'(l lhe agreemenl

u;rs nrade in lwo recent rounds of
ncg()tiari(rls, lrut lhere are still s()me

{ The Chiu Surincrs Revicw/Novenbar-Dlcambai 1983



()tllstrn(lirrg (lucsti()ns. These include
tltc slrctlgllr ()l (:hina s pledges t()
lu\'()i(l ussisting olhcr corrntries in nu-
r'l<.ar wt alxrrrs (lcrel()prnent, and the
rrrrr<lalitr of ['S irrsl)e( t ions of China's
far ilrtir.r 'l lrt,rtr.\l t.,lt rl oI ncg,rtia-
tiorts is srlt<rlulcrl lirr earll f)ecen:-
lx'r'. in th(.otrtsirlc chance an agree-
rr(rt r.lr lx rrgrttrl rrltert Prertrirl
llrao Zilang visits tlre LIS inJanuar\.

Irr lhc ltrclrnlilttc, (ihina has begurr
signing s()tnc snlall (()nlracts in lhc
utrr'lt,ar' lxrwcr licld.'l-he Frerrr'h nt-
ti(rlrl lrtility l'il)f rcportedly will do a
ritr' .rrrrl crrvirrrrrrrrcrrt.rl surtct' in
(;uiu)g(lollg. ,\ (;crntalt hrm will sup-

l)lv a rrli()r purDp ft,r lhe 300 nrrt
r , rrrrrrrr'r'r i.rI rr'.r rot eat'Slru ghar.
irtr(l th('[]S firrr Sargcnt and I-rrndr
has a torrstrltrng ((rrtra(t for a n(rt-
t'r'nrl.'r l,i'rlrcrr of tlre Sharrglr.ri

I)lirll. -\l\l'
WESTERN POI,I,UTION

r\ grorrp ol (lhinesc enginee!-s
lrilining :lt a rrrujor ['S (()lrrpaD\ lefl
wolk on l.'r'i<l.rv, t'xhibiting the sarrre
co[dial lrr,harilrr torvald their lrosts
tlrat hlr<l < har.r< tt r izcd theirstay. ()rr
J\lorrrl:rr rrr,rrlrirrE orrl Arrrelir lrrr irr-
\tt'u(l()r' w:rs surpr ist<l and disturbcd
lr) s('ns( it <listirrtt tlrill in the attrx)ri-

I)h('r(,. 
'l lr(, r-.Js(,ni .{ high-rankirrg

ca(h c hr(l ar r ired firrur (]hina to briel'
th(' tl'airrc('s (,\('r' thr' \r'cekend al)()ut
thc (lnng('r's o{ 'spiritual lrollrr-
rir)n -rh(, 

r {)t'l-llplitrg effe( t (,1

1\t'stcr rr lilt str lt's :rn<l thinking.
'I his cxpclit.ncc, thousands r)f

rlilc\ lr()nr horrte, tttirtors a rnajor'
clli)r'r ,i(,i1 g()iIg (,tt ir (lhiDa t() ( learr
lh(.r'rrks ()l thc ()rnrnrunist l)artl
arrrl to elirninatt'wlrat thc leaders scc
its il g(.rrcr-lll rlt.r'lilrt' in nrorality arr<l
''sr x ialist etlrir s."

'l'hc ploctrs lregan in ()ctobcr
$h(' tlr(' (lhirrcsc (lxnrrrunist Partv
lurtl()llll( r.(l it rllre(.-vca!_ rectifi cati(,
ln(l r(,-r(.Listrrri()n ol its,10 nrillion
nr('rrl)cIs. -l lrir is ll)c lalest, and pre-
srrrlrrblr lirral. stagr. in the lcader'-
ship s t llor t Io l{r ()rnr su( ccss(n-s and
\('t ul).ln ol.gir n ir;rl ion al structtrle ca-
pablt ol irrrplcrntnting the f ()ur'
\lrxk r rrizatiorrs.

'|'Ircrr'.rrl r\Io l'.rsr' I.ngels,![ tlri\
rrtrr rltir't'. ()rtt- is thc tategon' ol
irrrliritlrrals callt<l thc "threc tvpes ()l'

lx.t s()lls"-llt()sc whr, cotnnlitte(l sc-
r-i()lrs ('r'irn(s rlrrring the Cultural
Rcrrrlrrtiorr, r'osc to pronrinerrce with
ll)c (;ang ol l.orrr, or'Pcrsist in per-
pcrrralitrg (lrrltulirl Rerolution
lact iorralisrrr.

'l hc scr'orr<l t:u'g(.t ('()nsisls (rI th()sc

wlro havc l()st their rev()luti()nary
spirit, or wlro cxpl()iI their p()siti()n
l,rr lxlr,rtr.rl g.rirr. Tlris inrludes in-
( (,nt[r(.t('nl. srrrile, disenchanted. and
inlralirr l'ilrtv rncrill)ers. th()se who
Il:rgranth u5c lhe 'back door" f<rr

I)Cts(,nitl bcn(.fit, and (hose engaging
irr lr riht,r'r. s rl u ggl ing. o r-

pr olitrcring.
' rc Iir st st agt' ol t his ( otrsolidati()n

will takt'Platt'thr(,ugh the \\ inrer',
:rn(l will ittv()l\r' c('nlral-level an(l pr()-
vinrixl-lcvcl l):lIty, g()\'err)nreDt, and
nlilirnry ()r'gans. lleginning in eirrly
l1)l.t.l. th(. lrulk o[ (]hina's 2.5 nrilli()n
l'lrr tr r llls r{'ill le:rsse:'\ llleil
n)( |lll)('r's.

At Ilrt'sarrrt'linre. the (lhirtese lcad-
crslrip rs rrr,,rrtrg t,' tonthat r.h,rt it

s(,(,\ ils lh(. (r)rauPtinB influence oI
lxrurgcois i<k,oLrgr, cultrrre, anrl life-
sl\lc. ()n(' scrri{)r t rrltrrral and pi()pa-
garr<la otlir ial has prrfrlich criti('ized
lrirrrst'll Iirr srrggcstiug that pers()nnl
illicn:llir)n liorr so<iett c()uld ()('(rlr
uI(l('r' s(xiillisrl. At the sanre tinre.
tlr(. (lir-((t()r' irn(l r (lcpulv edit()r' r)f
tlr( l'.trtv \ lrllrr rill re\{\plper, /),,,-
2lr': l)aib, wcrc rePllced firr exces-
sivc lilrtlalisnr.

I'uratkrxit allr'. it a1>pears thirt thc
h,lrrtrrl.lr lilrcr':rl I)erA \iir,,l)illll i\
Ir'.rlirtg tlr r.lrrl):u11rr .rgirtst slriri-
ttral pollution.' 'I-his attack on
"riglrli\rs rligl)t bc u 1.r('tic 1() I)r()-
l(1 r hi\ lllllk Khik' lre eliminatcs
''I('lti\ts in rh( Plrt\. But it also
lcllc(rs l l';ll (r,l(crn rl the highest
gr,\ctnrncnl lcr'cls alxrut lhe sPreild
ol r lirrrc, r'rrrrrr;rtiorr, irtlluence perl-
(llirr11, :ur(l tlrt Lrrrlrridlcri drive l() g('l
ri(h l)l ilrr\ ntcilrts.

'l hc inrpar t ol tlrt sc two caripaigrrs
Ior l,,rcrgrrcrr will urrdr)uhtc(ll\ ir-
alu(l(,s()r)( tcnrlx,r'iu-'r c()nfusi()n sinr-
il:rl to tlrat expcr'icn.e(l during lhe
sPrirrg I 1)li2 g()\'t'r-rrlrler)t re()rgaIIiz:r-
ti(,n. S()r(' (lhirrest' ofltials rvill bc
lln((-rlilin ahorrl tlrtir PJr-tv stxtus
arrrl uill h<r onr<' (nuli()us and stan(l-
ollirh irr tlrt'ir' (lc.tlings r!'i1h I()reign-
crs. (lrttrPerrr' ( xc('uti\es sh()ul(i ul-
rk,rstarrrl tllr r'( lsr)ns behind thc
srrrll rr ,lr.rrrgc in :rttirrdc l)\ tlr( ir
(:hillcsc ( ()lrntrII)iIts. and gi\c thcn)
I'rr':rtlrirr[ r'n,rrr lo rt',r'k ,'lll tlreil
Plrrhlcnrs. l\'lcarrwhilc. f()rcign tr:l(l-
t'rs *ill lr:nt, to ket'p their Iinge,rs
(l()ssc(l lllill l)t'rrg anti ()ther t()P
Itarltrs rrtlrrr whll they say aborrt
kt t pirrg tlrr' ()pcn (l(x)r'" truly ()l)t'rr.
(i<.rrrrirrr' tcclrnolr)gv lransfcl al(l
rrcilnirrglul < otrtrtretr iltl discussi()ns
IC \illrl)l\ n()l lx)ssiblc il people are

trxr airai<l to talk. 
-(l\l(i
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Continental Bankopens a world of unlimitcd
burincrs opportunitics.

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

Through our correspondent relationship with the Bank
of China, Continental offers letters of credit, foreign currency,
and trade financing.

We also have the technical expertise to arrange financing
in the key areas of mining, oil, and gas.

If you see a business opportunity anywhere in China.
talk to Continental. Odds are, we're doing
business there now.

@
CONTINENTAL BANK
Continental Illinois National ts:lr)k and
Trusl Company of Chicago

Anson Wang, Vice-President
l6-18 Queens Road Central C-F. Hong Kong
Telephone: 5-238011 - Telex: 7 407 2

lr4r. xiry..Ko,.t,M+iro.rF. Nar,rLrdr. N,r.r.rh. Ph .rDinar . Iu.no R ru . s'nrrF
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hilt rt lving ulrirrlr orr
Illcit'i)$n { lIi,r'rs r.)
nro<k,rrrizt' (llrina. rr:r

lx oplc alc lirll,r' awarc
of tht' irttpoltarrr't' ol't'rorronrir' co-
()perati()D witlr Iirr t'igrr c()llnl t'i('s.

(ilrir r,r's pros;x,tts l,r rurpt,r.rriorr
with the []ttir(.(l Srlrrs urc bcirrg en-
hanct'd as (lhirrcs<. laws l>t'r orlt" nlrr <.

sl)e{iFi( an(l ()lrr' c()lr t r-y's ill[t'ast t ur-
Itttr' lt, r'irr'r rrrlrjrrr' :rttr'rtti,rrr. 'lur>
wlly 1r'xdc bcluccn (lhirra arrrl lh<. IlS
l()tilllcd $1U.2 billiorr r^rI tlrt. last
fortr' r'etrs. r't,gistt.rirrg Ill)i(i :lnnual
int-tt'ascs. ()rrl ccorrorrrir ;rrrrl tr'rh-
tti( itl ((x,l)(titlir)n ( ll( r,nll):rss(.s ;i t:l-
r'ietr rll artilitits. (lrrltrrr';rl irrtcr'lkrrv
has trParr<L<1. as tlrc 1rr<,rcrrtt. ()l
Il,.lllll, ( III( \r. srrrrlrrrrr ,rrr .\rrrt.ri-
ctlt caDtl)ttscs (lanrllt\l r irlr.s

-Ihc roarl t(, itll)t()ring olr bilar-
et'al ties has.,rl rour.ic, lrtctl IrxLr'.
-l he goal ol a stahlc arr<l drrlablc rt.la-
tionslriP har \'(.1 t() b(.r(.:r(l)r,(1. S(,rtrc
pt'oplc sar th:rl, givcrr tlrr wirlt,rlilli'r'-
enacs in (,ur n,,o r'otrttttics'srxiel
svsl('rrls, Ih( go:rl rr'ill llrr'lrrs lrt. lrt-
rorrrl rr'.rrlr. ltt trrr rtcu orrr ,lillr.r-
enres slrotrkl l()t lx'.r nrilior ir)rl)c(li-
rI)crrl. (:llina slricll\ ;l(llrcr'('s r() tltc
tirc I'rirrriplrr ol I'r'.rr,lrrl t.,r.xi.-
ten(e ir ((,D(llr( tirg illi r'(,lilliorrs witll
[,,t't rglr ,r'rrrrtr ir'.. ( ilrirr.r rrrtrilt.trls
g(x)(l rclali(,tls witlr.laPirrr ittl(l n)aDv
otlrt.r rI,rr.lo;'trl ( ',ul tr i{.\ (k.sl)lc
<lifliretttcr irr tlrt'ir srxial s!:stt nts.

Sortrc lrrgrrt lllill irr'! in)l)t'()v(,nlcll
in Sino-S()vicl |r,lrrri,rrrs *ill rlur'ht.rr
lhe I)r(,slx ( t\ lirr' stalrlt' arr<l rlrrllrhlt,
Silr' I S rr'l.rri,ru. Sttrlr .r rroti,rrr
(k)(s r()t tall\ witlr It,alitr'. (lhirra h:rs
('l)!llii\lcrrtlt ptrr srrt tl .rrr indclx'n(l(,t)I
I,,r't igrr |r'lir r. It (l'x s trol .rllir( lr rt-
scll to ant l>ig lxrlr.r ol group ol
powcts, atttl rrcv'r rit klr lo l)r(.ssut(.
['r otrr arrr big 1xrscr'.

Itt tttr rrcrr. rlr' l,ur\.lr rlllr.\lr.'u t\
tlle rtrilitl ()l)st:rr l( lr) tlr{. lrtrllrr.l
<I rr'l,,Prrrctrt r,l r,rrl rr'l.rtir,rrr l.rr-
satr has altavs lxcrr;rr: irrlt,gral palt
ol (,hirra. S{) in)1n,,'lrlrt i\ llri\ (lu(.s-

COMMENTARY

li()n thar the ertablislrnrt'nt ol rlil>kr-
Drltia relatioDn beli{rcn thc I'R(: aI(l
lllc Llnited SIatcs c:rnlc alx)ul ()t)l\
ltfler Ihe frS ,{()r'cr-n rrIl rec()glrizc<l
irr tlre Sino-tTS joirrt conrnrurri<;rrc ol'
.lanuar,r I , l1)7-() tlrat the goverrrr errr
ol thc l'R(l is the sole legal govcrn-
rnent of China. and acknowlcdgcd
Oltina s position lhill lllrrc is llut orrt.
(lltirrr:rnd'Iirirvan is pan ()l (lhinil.
\t l sll()r'tl)' after rlr(i issuall(e ()f llrc
( ()nrilluniquc, tlre tlS (lor:grt,ss
passc<l Ihc Tairvan Relatiotrs r\r t. l h<

IlS got'crnntent (-()ntiDtres t() tr('It
'lltiwan as an indepcn(lclt l)()litical
( Dtilv art(l LecPs sr.llirrg liu'gc
.ll "Ll l\ r,l :rrI|t\ r" l.lt\r.ltl. ll|ll\ i -

liirrgirrg otl (.hirra s sovertigntr :rrrrl
tcrlirorial inregritv.-li, scnl( tlti\ (lil-
li<ttlt pr'oblern, lhc (lhirrcsc atr<l

-{rrrt ri< ans issued arrot lrt'r .joirr t t orrr-
n)ur)iquc last T'ear'. \\'e sintelclr ho1x.
thut Illc L'S [a()rernnrent $ill srli( rl!
,rlrirlc lrr tlrr rck.v.rrrt lrrrrrrrPI,..r rl

l)r()\isions sct li)r'llt ill thc.i()int (()rrr-
nruni(lrras. an(l rrill n()t slan(l in tlte
rrar o[ (ihirra s cfl()r ts l() br ing aborrr
tlrr rclur-n of Ilrirratr t(, tlt(.nl(,tllcr-
lund ll lreacelirl rncrns. ()nl\ tltLls
citn ottt relations gr-arhrallt lxrorrrt.
srable arrtl durablc.

Sorrrr Anrcrican flierrrls ask: (larr't
we-jrrst prrsh ahea(l rvilll orrl It.lati()rrs
wltilc le:rling asirlt'lh(, t()u( l)\ 'luiwlrr
problenrl \!'e have all \isilc(l llr(
Washinglon M()rrurncnl iln(l Lin.rlln
lll<'ntorial which svnrln)li./(' tl!. irr-
Ix)r'tlll(e a ptoplt. attach to thcil n;F
lir)nal irdel)en(lcn( e arrrl rrrri[. 'l lrrrs.
tltc te slroulrl be lirtlt'rliliit rrltr irr tur-

Iluulcrt rrre e*tttttuged h .\tni th?tr
a)ntrnr lerics, *tl cxceeling 800 worls,
la. Tlre (lBR ulitor, 'lhr r.'atinnul
()urttil lor L'S-Ohitut'liad?,.\u1t? 7 5O.

1o50 17th 51r.,.1,,\'11: ll?rhtngktu, I)o
20(l)6- I)?nd[iws arc o ( o th lritD-to
lh? t.\su. lal? lhal dlrpr ^ on lhr rot'cr.
(tlt tll.\ ,l ,h,t ,?llt.t (i'ut tl lhli'\.
unlett indicalcd.

rlclstarrding thc (ihincse ;reople s

slr'()rg s(.t)tiI|)(DIs ()n lhese ques-
li',r\. ()r|( r|.r||r',L. rrrdlrisible -$h(n I l)('ar tltis LrS plcdge of alle-
gian(( rr) tlrt. Ilag, I (ann()l help
Ilrinkinl{ tlx)ul thc irrdivisibility ofnry
()\{D ( ()llnlrv, wlt()sc te! rit()rial integ-
rity arrtl sovcre'igntl hnve s() ()flen
lrt'cn t'rr<'roar'hcrl rrlxrn.

'liarlt' is artotltcr'alca irr which cer-
tairr <lillirrrltits nce(l lo be ir(ned
(,u1. ll()wc\'(,r, lllanks t() the elf()!'ts
()l lx)th ()rlr g()icilll|)enls and peo-

l)lcs. rc('('rrt cvcnts indicale an up-
tllrr in tlr\.rlr'.r ..\ r.rsr. irr pr'inr ir
(,rrr tt( \1 l( llil( ilgt('crttclrL llf()re-
()\1 r, llrc lrS r('(( ll\ (lc( i(lc(l l() lib-
.r.rli/. l( ( Irn()lr)K\ c\U)r'ts t() China.
I lli,l)( rlrirr tlrt' rrcrr gtrirlelines rill
l)t()vr.tlrill lhc IrS g()vcrnntcnt re-
gelrls (ilrirr:r.rs a Ilicn<llr. non-allied
(oulllr\. tllus \lirllulltinf{ ()ur- tllu(u-
allr lrt rrt'licial l)usiness Iransaati(,ns.

,\r lol otrr rx< rall rcllrtiorrs, a nurrr-
lrt.r ol higlr"lt'rcl t'xclranges have
lllcn I)ll(r. r.erh e<lding l() ntutual
rrrrrk'r'stan<lirrg :rn(l (nlsr. I-hc <linrax
rrill lx tlrr' r\( l)irngc ()l visits betrveen
(.lrirrt.sc l'r'r'r:ricl Zhiro Zilang arrtl IiS
I'tcsirk lt Rottaltl Rtlgatt errly next
\(:lt,

\{t irr (llrirra rlta(h gr-eal inrpor-
riu)( (. r() Sin()-tlS lclations. Bearing
it! n)irt(l llr(.(lillicullics wc both Irave
go c lllrr)uglr to lt.ath lhc present
lcvt.l ol orrr bilirlcral relations. we
lllLlsl r!)l l( l ;ttt1 urttlcrcuIrcnt pass
llrni)ti(((l rvlrtlr rvt willless go()d
I Icll(ls. r()r lr)r'g(,1 tlrc ()hst cles
:rltcrr<l whctt lc obscr-rt bright
l)r'(,slx.( ls.

li,g( llt('r ortl trvo pcoples can con-
tr il'rrtc nrort tr, :l lx lt( r' nn(l \a[er
$'orltl. I-r.t rrs lrc rrat.hlirl guards of
llr(. Illrirs ol orrl I'ricrrdship arrrl ex-
,lr.rrrBr'.. l.r't rr.lr rlilrgt rt s','r'lctr itr
lrrrilrlirrg u solitl crlilirc of Sino LS
r t lat iorr,,.

- / lriu)A \1'cnjin
( )htwt unlnsuiot lo lhe l .S

,\'ot,enltr I 6. 1981

Sino-American Relations: Trends and Prospects

7The Chinr Eusinesr Revie*/'Novemb€r-December l98l

rt fr



Major reform^s begun exactly fiue years
changing the face of the Chinese econotrt)
problem^s they haue caused?

480,
But

tn
c0n

lirrcign trx(l( ittcreasc<l frotrr just [0
pcrrcrrt ol (iNl) in l1)78 t() l6 Per-
ccrrt irr l1)ti2.

'l lrc rrt'w pliorities also aggra-
vxlc(l lhc Iivall.y lrrrrrng indrrstrial
nrinist rics. carrsittg stttlt r'onfusion
itr sorrtt- scctor s tl):rl lhe reft)t rn
<llirr'. wlriL'l(,1 hall('(l cntirelv, has
lxtrr purrtrralt'rl l)\ cfli)rts 1() re-
rcrrllalizt tlrc c<ortotnt (rre pagc
2.1). l\lorcort.r', the atlcrrrPt to af-
Iir'r .r hcaltl:icr' t colrornic balantr
l)(,1$ccrr s(.( l()r's t xPr,se<l Ohina's
il(hrinisl r'ill i\f irnd slalislical sh()rt-
corrrings. l-corrorri( (lata llad n()t
lrr.crr slstt rrratir'allv tr,llectetl during
rhr.(lultrrral Rcr olrr tion. and (he

Pl.rrrrcrs .rllr,scrl t,' r'('rtr.ritl ,rl lllett'
l)()sls (luring thosc tha(,tic vears
hatl littlc tinrc to pinpoint rrhere
th( r'r orr,rrrrr r{lr\. I( l nli,tlr' \lccr il.
lllrt ir( tlrc sccott<l ression ol tlte
l.rltlr \.rti,,rr.rl l'r'r'Plt s (.r,ttgtcr. irr

lrrrrt. I1171), llrt' gorcrnntertt te-
Itascrl itr Iirst totttltrchcnsile t'co-
rrorrric surlistirs irr !0 ycars and
slrrrrtll tlrtlcal'lcr steyrJrcrl ttp ef-
li)r'ls t() r'cli)rnr tlrc I'ir'1v rn(l g(,v-
(.r'rurr.nl l)ur'(au(rac1 (sr,r Pagc l0).

De-c ollcctirt izing agr i ctt l-
furr?. Al)()lrl 1){) I)rr(errl
ol ( llrir:;r's rtrral Itotrse-
h(,1(l\ l(xlir! rr'or I tlttlet-
orrc ol st rcr irl housc-
lrrl<l lcslrrrrsibilitr" sr s-

It rns ittl toclrtt ctl sinte
l1l7!). I h< sc havc tr attslet red decr-
sion-nrakirtg prxr'er Irotn collettiT e

; r r , 
' 
r I r r t t i , r r r rrrr itr. rttr lt .rs l{.tttr:', hri-

garlrs. ot' ( ()tlltrltlrl('s. l(, h()tlseh()lds
arr<l irrrlir irlttals. I'easaDts t\ Picall\
sign (()nlr:r(ls lrilh tllc c()lleclive t()

pror'i<lc ccrtain setvices ot antottttts
r,l r rrrPr, .rrrrl :rrr'Petrttrlted tr' tttain

December 1978, are
Beijing oaercome the

The Problem of Partial Reform

]fn l.rt. l!78 I\.rrg \i.r,,Pirrg irrr-
! Iirrrt,rl rr sct ol rxrlrr ics thut lr.rrr.

f tlr,rI.rr*lrlr slr:tk tt..rttrl ttt tttltlrr
I- r.:,1' rrrrpr,'r t rl. tlrr' ;rlll,rr-
rrlrrrcr' ol tlrc (llrirrt'sc ('('()rt()lttv.
'l-lrt st' r't'lorttts wt'rr" I:rr'-r t lr hirtg, cx-
t(!l(lilll{ tr, irtrlustr'1, agr-icrrltrrr'e, Iirr-
t igrr tllrrk . errd crcrt l:r ct ,rl gorer lr_

rrrt,rrt rtlrrrirrislllrliorr.'l'lrr rclorn:
pr olxrsals lrct c itls, r llrt lir :rl. itt t ollirrg
Ilrrr(LrrIr( IrI.rI ,lr.rrrgr'r irr {, r,tt,,ttrli'
l('lir i r ' \ . 

' 
r l ( I t t t s t i t r t t i , , t t s Sr rr lr rlr.rst it

lr('ilsur( \ r'r'llct tt rl Ihc st ttst' ol t t rr
nonrit arrtl politiral tlisis llr:rl Pcr'-
la<lt.tl tlrc (ihirrcsc lcadcr-ship ultcr
Iluo s tltrrtlr orr Sr'ptttr:lrt'r' 1). l1l7li
.rrrrl tlrr'.rrrr'.t ,rl tlrr" g,rrrE,,l li,rrr"
.nc rrrorrth l;rtt.r- ulrirlr crrrlc<l tlrt'
trrlbrrlcnt <lcrark ol lhc (:lllltltnl
Rcroltrtion.

-l hc rrt u lt:rrltlshilrrottItorrtt'tI err

t,t'orrorrrv in scr'ioLts rrorrhlc. Irt<ltrs-
u i.rl r( li\il\ rvas stagrrarrt alrrl r'fii-
cit nr v lrarl <lr'r lirrcrl. i\gt ir trltLrlal
(lu(l)ul lrrd jtrst b.ritlr kr'Pt uP rritlt
;"'1rrrl.rri,'rr,.lr',rntlr. so tlr.rt ;x'r r,rPit.r
lixxl consLrrrtptiott harl rrot irrrprovctl
sirr<t. tlrc l1)ir0s. 'l'hc (lulttrt'itl Rcrrr-
Iuliorr Ila(l sLrwrtl itttltrstr'irrl pt'rxltrc-
tiorr arrrl lclt llx srxicty tnrbittclcrl.
Rt slx'ct lirr tlrt' (lrrrrrrrrrrrirt l'altl
arr<l thc socilrlist slslcrlr wils ('r-
tlcrrt<lv Lr* atrrl pt'oplc *ttt irt Irtr
rrrorxl to r tspr,trrl l() ( lllls l(, ( otrlilrllc
to slrrtilirt' Ior tlrt rcrrrltrtiotr. l.ikc
ll)(' l!)i(i lllrrrgiiri;ttr rt't'olttlion. tlrt'
(lrrlrrrlel Rt rrrlrrtiott ;rrrrl its altcr-
rt)altlt li)r'( c(l cv( tr lllr' trllll r' ( ()tls('l \ lt_

li\( lcil(lcr\ to :rgrrt that lxrlitirrrl
srrlr ir ul rcrlrrirc<l trottotttir tt'lirtItt.
'I-hcsc rrcr c irrplcrrtt tttt'rl irt thc
rt,,rr lt\ I',llr'\\ trg tlrr' rr,'s-lrrrt,,rrr
t hirrl plt.rrrrrrr ,'l t lrc clt t ctt t lt (.hirt< sc
( . r 

' 
r I r r r r l l r r i . I I'.lr lt (.r'ttlt.tl ( r'tttlttit_

rCe, r,rrrtrrtrl irr llcijing riLtt'ittg I)r'-
rt,ttrlx l lX l-':'. Ilrl rtt.rirr rcli,r'rrr.:

Susan L. Shirk and lames B. Stepanek

Restoring a balancc. I ltc
govcllurrt ttt s lit sl ltr'-
li()n r!as t(, rctlrrrc (llri'
na s higlt r-irtt r)l irlv('sl-
n)cIrl ill lt( ir\\ iIr(llr\lr\.
per ti( ulllrl\ iIr slccl
I lris loutt't rl (llrirrrr'r

a< t tttttulalion (()nstttnl)ti()n rilli(). s()

llral l(]ss nr)nev r\'us sl)r'nl ort calrital
c()nslr-rrcli()D atrd Il)()tc on raisirtg
pcople s livirrg standat-rls ln lritttl-
sighl tlrc <hairgc iIr etnpltrtsis nrar
have signalletl a histotic slrilt itt rtt'at-
egr It,,ttt tltvr\tIIr(Irl-l(il ltr,Ir',rrli(
gIo$'tlt lo onc oI-dcIt land-letl grolvtlr

()n \lalch 10. l9?11. firrrncr'\'irr-
l'rcnrier l-i Xianrrian Ie\cnlr(l l() ir

lisitirg r\nreri(an dclcgatiort that a

('(,rrIlcle 1(r,rrlet'ilrg ,'l t, otr,'rlrir
pliolirics rvas in plogrcss. 'lhc rrt'ek
lirrks to bc strengthcllc(1, l). sili(1.

* t'r e agt icultrrrc, < oal, oil, lrrrlt oclt'r _

trit yxxrer, t'onrnrtttrictt iotts, ttatts_

Ix)rtnli()n. foreign rlatlt, attd tlrr'
('oIstIu(ti()n illdusllv, Al tlrt sctotltl
sr'.ri,,tr ol rhe tilrlr N.rtrort.rl l\'r'pk .
(irngress on JrrIre lll, ll)71). lirtttttr
preoriel Hua (;u()lcIrg Ptrl)li(l\ tcl-
rrrirrared the glandi()se Ii'rr-li'ar I'lxIr
lirr- l1)7ti-85 arr<l its plalrrrc<l cxprt-
tlilures on I20 giarrt l)r'()j('(ls lIr-
norrnced the 1>reviotts Nlatclt, att<l

saitl that ftri th(' firsl liltrc l lot!cI
tnrgct N()uld be sel Iirr hc;rvt in<ltrslly
than lirr lighl intltrstlt. 'l lrt"it'
changcs. thc (ihinesc prcss rroletl,
rrere lo be at'cot:tplrnit'd bt ittt rcasr'rl
(le(('nl r alizat i()n.

ln rhc Iire vears siltce l1)7|t. hc:rrr
irr(lu\trr's slrare ol- industr ial orrtlrrlt
ralue has. in fact, Iitllet) [tonr i>7 pt't-
rcnt to il0 per.ent. Agri(trltllral ()rlt_

prit has e\Perien(c<l a lirc-rtar pc_

rirrd ol unbroken. spt'cllt< ttl:tt
r t'r oven'. (irnsuntcr g<xrrls prrxltrt-
tion has also expart<led lill)i(ll\. all(l
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(n-sell the excess. These contracts
nray even he inheritt d, and ai e nr()re
like krng-term leases than rental
agreenrents. Ihe rn()st widely used
form of the systenr is similar to share-
cropping, and involves assigning a

I)l()t ()l- land to each household [<rr
cultivation in exchange lirr a share of
ils outpul ol lent paid lo the collec-
ti\tl. l'ril\allt\ arr .rlso all,'wed t,r itt-
vcsl their earnings irr farnr rnachinery
and elen vehirles to cngage irt pr-ivate
nrarketirrg. In slrort, llrnters have ac-
quired the right to use lhc land as

lh()ugh ir wer(. their own, indicating a

.leal trend loward dt Ju(b pt'iv'ine
ownelship (rrr page l2).

Management reforms.
Beginnirrg in l{}7!), en-
telpl-ires wcrc pernrit-
Ie(l l() r'etain a ccrtain
pe r(-e lr I a ge of tlreir
pr(}fits t{) use li)r thcir-
()\r'n (aPital i \estrnenl,

collective welfare, and worker ho-
nuses. As a spur t() econonlize ()n

capital, errterprises were allowed trr
retain nr()re of their deprer:iation
funds. and Iirr the 6rst tin)e s()rne
in\e.trlenl [rrrrrl. werc Proridcrl in
the Iirrnr of bank krans instead o[
outright grarrts. linterprises werc
also given limited atrthor-ity to make
their' ()wn irrflrnlicolents witlr suppli-
ers and cusl()mers.

Pronrpting these ref()rnrs was lhe
kn<xuletlge that the Cihinese econonry
was rile with rvastc, a re.llizali()n tllat
di(l n()t seerl to hil honre r,- I the
statistical systern re( ()v. lhe
lltrmber-s sh()if- ua
r orrld va.,, ty

bv '-

Labor reform. Tir stinru-
Iate greater labor pro-
ductivity, p iece$ () rk-
type bonuses and other
types of b()nuses have
heen introtluced sincc
I 978 and wages have

beerr increased several times. Al-
tlxrugh basic wages are still based on
seniolity and nati(rral wage scales,
lxrnuses havc c(nlle t() c()nstitule al
least 20 pcr< enr of total pay. The goal
of these and ()ther sinrilar refornrs
has heen to reduce-i()b se( urity while
rewarding individual perlbrrrance-
to hr-eak the iron rice bowl." as the
Clrinese say.

llut Ileijing lras learned that it nray
bc e'asicr to rn()tivate nrarlagers than
rvorkers. llrotrgh there have been
tw() o)ilj()r and one nrinor r,r age hikes
irr rccent years that affected rtrost
indrrstrial lalrorers, per-rvruker out-
put has yet to show srrong gains. One
possible explanation is that workers
slill l(x)k ulr(nl hi[lher wages Dot as

incenlives, but nrerelv as (-()ritpensa-
tion firr past plivations. 'l'he,v still
preli'r to distribute bontrses equllly
in orrler to avoid conllict. Moreover,
a( tual disrnissals ale still s() rare tlrat
workcrs are under little pr'essute t()
achievt' (sle pagc ltl).

Financiol decentraliza-
lior. ln order to c()Rrbat
the ()ver-centralization
of planning and butlget-
ing, governlDcnts at the
provincial, nrunicipal,
and counlv levels have

heen alkrwcd t() retain a certain pro-
portion ol the iidustrial prolits and
tax reveDues generaterl by rhe for-
eign business de:rlings of enterpr-ises
ur(ler Il)eir a()ntr()|.'lhey are free ro
spend these retaiDed tax revenues
arrd foreigrr exchange earnings ()n
local projects. In short, the fiscal re-
frrrrrr rueasures enactecl since 1978
havc gent.rally i creased the fin:urcial
res()urces of lo< alities relaiive to the
(cntral g()r'ernrnent. 'l'his has ag[ira-
vatcd Bt'ijing's budget ctisis, antl
nrade it nr()re diflicult t() prevent un'
authorize<l investrnent spending by
l()(al [J()vernments (.rar page 21).
llleanwhile, state subsidies have sky-
rocketed since thc rekx nr rn()vement
hegarr. Nearll' one-fift[r of China's
tl.rti(,|lJl irr(('trrc ir rt,,\ urrd tr' strbsi-
dire the living standard of urban
rvorkt'rs anrl their dependents, who
('()nstitule only aboul l5 percent of
llr( (i'rrrlry s r,,ral Jx)lruhli('n (r/,/

page 25).
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Those who hu,ue

the reforms uill
nence one day.

lost pouer and
surely seeh to

allr()uDl lr) nr()r-e lhan sinrPlv wirrdow
clrcssing. All iD(liclti()ns p()inl, nr()re-
over. to a tontirrrratiorr ol the leforrrt
eflirrt (if not a <ohcrerrt r-clirrnr pro-
grarn) <lur_ing tlre nt'xt ferv years.

I)c\l)rc tl'( k:rdcrslrip s plagrrr:rtir
(,r'ierrtlti()r, tlre qtrestion still re-
ntains rvl:cthcr llrc g()vernrrrent
rrrakes decisions, particularly eco-
nrlnric dccisions, nrore effir'iently
tlran befrrre. lVIost pt'ople rvho deal
wirh (lhina are still inrplessed by the
alnount ()f burcaucr-alic f(x)1-drag-
ging they err< ountcr. l)oes this sinrply
rllean lllal the rcf<rrnrs have not yet
lirlll taken lrold," or ar-e lhere rnole
Iirn(lamcntirl problerns lurking bt-
neath the surla<c that will linrit the
t llrttivrrrrrs r,I tlre t'cfonn cflr,r't l'rrt
ntlttv tt,ttts lo cottte?

The long search for consensus
'l here are in Iact several rnort' ltrrr-

danrental problenrli that $ill linlit the
r't.sults of the rclirrnr cff()at. regard-
Iess ol the detelnrination and per-
spi<atity ol the top political leaders.
Ilef<rre detailing thcsc inrpedinrcnts
1() ellicien(!, howcver, two br()ad (a-
\eals are irr orrler. First, n(rre oI
these irDpedinrents is ahs()lule, and
irrdecd nrrst ar'e alrcatl,v the obier't ol_

orre refrrrnr initiativr ol another. Sec-
orrclly, all are so nruch a par-t of the
syslcrr that tlley will exert etlorirr()tls
inlltrenre <irrring the c()rning years
tvtrr irr tlre [lrr'e ol .rttcrrrpts tr, tttiti-
gate their ellects. What arr these
t orc obstaclcs t() crlhanced elliciency
.rrrtl ellet t tr etress itr (,hin< sc a<lnrilr is-

tr l i()D and perfirrrnance?
One of thc nr()sl imp()rlanl is the

deeplv ingrainerl cultural trait ofsaeA-
irtg a con;errsus antong all afle<ted
rrrits bclirle ar'tirt1;, which ltas acttt-
ally been exacerbated by contenrpo-
raly Chincse politi<'s. Foreign observ-
ers have naturally beerr struck by the
reerrrirtg retttlrlizati,rtr of rhr p.liti-
cal syslcnr and by Beijing's ability to
Iix'us Ihc attenti()l of the countly on
a few ke) prir>ritics. In !-eality, [r()1v-

evtr, Ill()st decisions inrrrlve a long
scarch f<rr ('()nsensus before any ac-
ti(D is taken.'Ilris pra(ti(e is in pa.t
an unintentled coltsequence of the
rrur<ierous politirs of the Cultural
Revolutio!|, a per-iod th:rt stressed
grotrp <'orrsultatiorr and that proved
enorrnousll hazardous for anyone
who had a penchant for seizing indi-
vidual initiative. The resulting ten-
dency toward rule by comnrittee has
subsequertlv bec(n e so nruch a part
of the systenr that rarely d()es one

presttge
regain

due to
promi-

Political Reforrn
Kenneth Lieberlhal

cijirtg lrts talen a nunrtrt-t ol
rlrarrral it p()lili( itl sleps
since l1)7ll l() pa\c the wav
[irr r'apirl ecorronric growth.

Ilit ially, t hcsc int lurle<l rcrrror ing
such kt-y oplxrncrrls l() rr'()11()Dri( rc-
Iirrrrr as Hua Ouolertg frort the I'()lil-
lrrrro anrl ()lhcI t()p <lt'cisiorr-rrrakirrg
brxlics, arrtl leplarirrg thern rvilh
\l rl)trg rl.l"t rr,r(l\'x.rle\ liLr Plelrrier
7lr.ro lirrrtr,.i.rtrrl Vtr e-l'r crrricr' \\'.rrr
l,i. Nurrclous ()tllcr ()rgunilat i()rral
:rrrrl gr,rliti,.rl rr',r\ur'({ Ii,ll,,\r'((l in
tlair). Nlrry oltlel an<1 relativelv trn-
t'rlttcalt,rl carllt's havt' been rttoretl
irrtr'.rrlris,rt'v lx,\r Iir )rr\, \!itlr tlreir
placr:s takcn by bet te r-rlualihetl ntid-
rlle-age<l officials. A nrajor serics ol-
reorgarrizat iorrs hirs slirtlltctl down
lhc rturrbea ol units in thc Slatc
Oorrncil, anrorrg othcr orgarls, in atr
atter pt t() dclirl(alc nr()re clearly tlrc
linrs of authorily anrl resl>or:sihilitv.
lnslitrrtional aulh()r-ity has als() beeD
shilicd arorrrrrl. I"or exanrple, lhe
Slatc Illarrrrirrg (lorrrrtrission has lrst
sonre of ils lirrnrcr' 1)()wcr- t() thc bank-
ing and tirx aullxrrities, as part ol the
eHirrt to inclease thc use ()l linanciarl
vcrsus adrrrinislralive lcvers ilt gtrirl-
ing the ecorrorrry. Art<l in general the
(ltrrrrrDurrist l'aIly ll:rs l)r'en l()ld nol
t(, irll( r'f'r't'r' irr rrrir r,,rr'rrrrr,rrrir rLr'i-
sion-rnaking.

'l'hcst' olganization:rl chlutgcs be-

l.l.ur ',rr tlrc u.ltr,)r.rl lcvel trr lleiiirrg irr
l\.larclr l{)112, thcn rrrovc(l t() the pr()-
virrcill level in nritl-1982. and rrow
lttc r.tttt t'ittg rrt,'tr',,1r t lrr srrlrlrrotrtr-
cial tities and counlics. '['lrcy arc to
bc tonr plerrren I crl witlt a plarrrted
pulge ol the I'art,v nrernbership itself
startillg lhis ruintcr antl c()IltiDuing
Iirr- tlrree vcars.

Politics, o[ < ourse, consists ol rrrore
than pcls(nrnel an<l organizatiortal

itrt-angcrrr.'rrls. (lhinesc t trlttrt e

plates a high valuc on lhe arlicrrla-
ti()n ol ir s(l ()l Dx)ral ple(epts ils
guides to actiorr. [3ecaust'the striking
chtngcs irr priorities artd rtretlro<ls
thal had bccn irrPlenrentetl sincc
Mao s <k:atlr oftcn t'att (()ntrarv t() the
\rlrr( \ rhar l\l.ro lr:ril prr'.rr lrrrl ir lris
lattlr'vcals, the lx)st-l\la() lca<lels rcc-
ognizcd carll orr tlrat thel rvould have
to find wavs ()l adilrstirrg the ideokrgl
r,, [r ,r I lr.rllirq rcrrlitr. Itritirrlll. tlti*
t(x)k llrc li)r'rn ()l Deng Xia()l)ing's
illsistcn('e ir) l1)78 tha( Mao Zcrlorrg
rlr()ught i\as itsell a livirrg lxxlv of
(IxtIine lhilt Placcd high value ott

l)ragrratisrir (seeking t rlrt h ll-()nl
{lrts"), cverr il Nlao rlirl not alwavs
rccoglize lllis (lrrrilg his last years.
'l hcn tlrr' (ihirrt sc put out an official
Irist()ry in l1)lll that tr('ated thc (]tll-
lrrr-al Rcrrrlrrtior: lreritxl as an aberra-
tion. All ol tlrir helpt d lo crcale r-<xrnr

Iirr the rrcrv lcatler's bl kno<kitrg
dotn the ideological .colrstraints of
rhc Mr()isl lcgacr. It (iid not. hor{-
er'cr'. plovicle a satisl,ving subslitutc
lirr the i<k,ologital rrrrdelpinnings oI
Ohirrese srx'iety thlt lrad been weak-
erred. 

-l'hat 
is being attcrnptcd via the

l)ubli(alion in .fuly ll)Sli of the Sz-

1,, t,,l Aii k' ,,1 I ), nt .\/ai,y',/ xI, \\ lri( lr ir
sairl to yrrovirl< x rrr()r-al iuld p()liti(al
rati()rrale ft,r' thc p()li<ie's pursued
sir:ct, I 1)711.

'l'htrs. (lhina's r trrrcnt rclirrrn lcad-
crs hrtrlerl by Deng Xiaoping hirve
D()t hesilaled l() (()DIi()nt lhc (liffi(ull
issues l:rcilrg an! seri()us Ieli)rnr al-
leDrl)1.'I'he) lravc takcn initi:rlives {)n
everyrhing li(nn the sensitive ques-
tion ol idcological rel<rr-nr to the po-
lilic lly ticklish problenr of nrovirrg
otrt ol<lt,r < adres ill favor ol'younger
ar<l bet t e r'-edrrcat t'd pt'oplc, anrl the
changes in alrrrost all of lltesc are:ts

The Chine Business Review/Norember-De.ember 198310



lx.ts()lt ()t' (,veIl ()llr' uril hav(r lh('
liglrt (() r)rake a (lc(isi()n. []llt eil(lr
rrrrit alrrr,rst xlrra\\ lrls thr righr trr
r't.to a dcrision. I_his is, ol (()ur'sc. u

prxrr crrr'irorrrnt'rrt irr uhiclr to rt'or-
<lt'r' priorilit s.

'Iirrr otlrcr Lcr irrrpedinrcrtts clr-
lrarrre tlrc lx'r'ni( i(,lrs efl(.ls ()f lllr'
srstern ol (()nscrrslls btril<liIrg. First,
( ilr'('cI I).lltrrrrs irr (,lrina tcrr(l l() kerl)
arr intliri<lrral in only rrrtt lrril, ()r' at
rrrost rvitlrirr a glorrp ol r'lrsr'lv lclatc<l
rrnits. I-hrrs, enc(l)tilrg ottlr lt sntall
!rru]lber r)l kt't cxtrtrtires r\'11()se (il-
r'( (.r's sl)iln sevelal rlifler cttt lttttc-
r i, rr r,rl sv.t r'ut.. r lrr lt'r's lrr 'rrr t lrc rrrirr i.-
lr'\ d()$'!r to tlre crterpris< lercl
\l'( r)(l tlri'rr , rrirr'(.rr.r't\ itt tltc tttttt
((,r' ill rr()sl a grorrll of Iittr< tionally
rr.lure(l urir\) in !,\hith thcr (urrcnllr'
nrc \r'()rking. Ihis 1x'rsottttcl assigrt-
rt(t)l sYsl( tlt tlattlflllll bIc('(ls il nr('I)-
t.rlitr tlr.rt cs.r'rrti.rllr irlcrrtilics rrlrut i.
g..d l'r ( lrrrr.r rtitlr slrrrt ir grxrl tor
{,n("s ll!\ uIit. Ilrist1'1>e ol"rltPaIt-
llrr'ntalisrr" rnakcs it haxl I'rrr tlrr'
(:hine\r.t() rt'ech corrserrsrrs. as for-
cign ncg,,tiator s ( arr attesl.

Moreor'<.r', jtrlisrlit t ional corrlrrsior:
lrll(l t,()rrlli.t i (lhirrr is per.hnl)s ine\-
irahle. sintr' llr(c (lillercr)t l)uIeau-
( ratic irt( r'('sls lLrrr' ;r sa\ irr rirtuallt'
.rll Irr,rjor rlr', isi,'rr. 'lh,' \l.tl(' ,r.ltrirr-
irn'atirrrr rrrrrsists lttttb <tf fundional
hicr arr ltics. whial) arc (,rgirnizcd
lalgel,v akrrrg irrlustr'1 lirrcs undel
llritlistr-ics ilrd tllcir sulx)r(lirlatt (i('
l)at ttDeIl\. ;tlrd ol I l. rril./r?d1 hierirr-
r hr of prrrr irrccs urr(l l()( alil ics. ,\ssur -
xll('e th:lt lhis hug('sllrle btrr'<'aucracr
\ill \l:rv0n llre ril.ilrl /",1/1//i/1 lr'.r(l r\
sl)rrght rlrl'orrglr thc :rrtiritics of tlrt'
( i)Il)n)ullist l'art) il(hnin isl r irl ive hi-
clarthv lllrt parullels thc gor'errt-
rl(.r1t il)l)ilIl(us. 1!'hile tlrc l)aItr Iri-
cr:lr('l)t (l(x.\ not rrorr corrrairr all th<.

lirrcti()rrll (lelxrtnr( rrls tlllrl cxist ()

llr gr,\'('rtrrrcrrt sirk, P:rltr , r,lrrlrrit-
tctr rrrtlr strlx,rtlrtt.lt( \t.lll\ (li' e\l\l
al cr(lr u(ln)irrislr'Ilive levcl nnd su-

lx.r'\'ise thc \\()rk r,l their' g()r'('rrrnrenl
( (,unter l)llrts. Srrr h a Iirlrrrid;rblt'
l{;lurtk'l (,1 orer-laPpirrg attri t'orrtpet-
irrg burc:rrr< ra<'it s nright inliuridat('
c\(.n lh(.rr()st (l(,tcrnrine(l (l( cisi()n-
r n:rker

-l'he rrrrirrtendctl rcruli ()l tr)ing l()
brril<l so rrr:rrrl (()tlrpcling (letnan(ls
irrti, tlrl lrrrrr'arrr rltr llicr.lrr lrr r\
thlll {)fl illl\ givcrr isstre ([lit(, .r [ew
ullits ('an hIrck :r (()ttsensus. (livcrr
the (lifler(,!lt ()utl(x)ks xnd ( ilIceI l()\-
allics thnl are likt'lr t() (hirircteri/c
lhi)se ir lirrcti()nirl, tt'rrit()lial. arrd
I'lllv uItits, tllc iDrpedinl(nls l()

rer('lriur{ ( ()rrs( nsus ar ( gr'(al irt(l(cd.
In ll( l. this vcrl dilli( ullv g{)('s s(,rnc
r!:l\ l()$rId crPlairrirrg tlrr svstcr ()f
prrlitir al arr<l r,(()r(,r)i( carnl)uigrs
lhut l\'tl() ZcrLrrrg utilizt<l so oltt'tt.
()rrlr lrr nrobilizirrg lh( l)ur(iur(rlts
arrrl lorrrirrg \l)e(ial lllgllrls l() ttll)
(allrlrligns .()lrl(l Nllx) :rrr(l his (()l-
lcagrrt s Iirrcc lon'cr-lrvcl brrr carrr tats
l() ((x)l)cral(,. -lhis r:rrllPaign stvlt'
herl its olrr (u()rrtl()Lls c()sts. hr)$-
e!er, iln(l Irls rrorv hecrt jettirl)ttt'tl.
Tlrt problcrrr tlris strlc *,rs <lc:igrrc<l
l() ()t(.r'(()rllr-. horrr'rcr. has ttot
rlinrirr islred.

Nlost ptople uho rlcal
ruith Chint urc still in-
prc.ssrd 14'lhe amourtt ol bu-
r(au(rQl i( .fool -dra gg irt g
lhct' cnourtter . . . Thr lot-
dettq ktzlunl rul? l)\ (ltn-
Dtittu h1s lnrontt.s0 nu(h 0
part of the:;y.st?tn lhel rar(ll
du,s on.e lnrsott ot' (a(n 0n.?

unil hauc lh? righl lo nokc a
dccisiott. Ilu.t earh unil el.-
nnsl alau\s ha.s lhc righl lo
acl0 e d ?( i,\i 0 .

c:trt lrt seen ll exarrtirtirrg thc lirrrr'
basic hrrilding blxks ol the svstcnr:
etorrorrits. < rr lt rr le- prolrlgand;r, re-
crt litr, an<l pt'r'sorrtlcl.

Tlrctrorr,,rrrir Irtttr'.rttr r:rt'it r,rtt itt
('hilrg( ()f c(()nott)ic n]lrtt;lgenrcrrI and
gr'(,\rth. A nrairr task rrrr<lcr lht'r'c-
f<rrrrrs is to crrlranrc r.llitiencr'. lhe
ctrlttrral burt.;rtrt'tirci< s. l>l' cotttt asl,
hart' rcsporrsilrilitl' for rrraintailing ir

devotirrrr to s<x ialisrn, patriotisnr, arrd
a politital /,ry',r/ even uhile political
irld()ct r inill i(,n is l>cirrg rlc'
ernplrasize<l.

lhc securitv burearr<'racies t'ovcr
eventhing {ionr trinre arrd firc liglrt-
ing to politital rlissirltrrce, corrrrlcr-
espiorrage, arrtl uatiorral <lefensc. Re-
forrrr to tlrcrrr rrrr'.rrrs rrrr'r't.rsittg tlrcil

:r(lhcrcr)( r' to larv, Iightenirg Politit.rl
rt'ple.isiort. lirrtitirrg Iirrt'igrr rultret'-
siorr. arrrl nr(lrlcrrri/ing lll( l)c()pl( s

l.ibcratiorr Arnrr. liirrallr', llr( l)cls()r-
trt,l brrlt arrt ra< it's ('()ttlt,lrl rrra( r's

tlrrorrgh tltc rnairrlt narttt ol 1lt'rsott:rl
tlosricls:urrl (olrtr ol ()\(r t:ntpl)\-
rir(.rl rr(l | 

) r ( ) r r r ( ) I i ( ) , ) . Wlrilc pt rsorr-
rrtl urrit. rrtr' r'rrrlrrlrI tl rIr r'''r,tt,'t]tt(
t nlerpriscs :lnd ollr('r' otgatts. thcrt'
rrrrirs lr:rtt.tlteir r,\n scts r)l regula-
ti(,!rs ir(lcl)rn(l( lll ()f tlr( ir lr()sl ()t-
gurrs. I rrrlt r th< r'rl.rnr prrrgr'lrnr. tlx'
1x.r'sonrrcl bur c:rtrr t;tr ies sltorrld r rrl-
li\ill(' :rD(l I)t'(rrt(,t( \r)LlrrgcI lllld l)cl-
r(.r -r(lu( irr('(l ir:rliri<lrtals ;irr(l t{ec(l
orrr Iirrnr< r lcftists still irr lrsyxrrrsiblt'
pos it io t ts.

'l'he rr'lirtrn lrrrrgrarrr has lrad a

torrrplcr cllett otr caclt ol lhcsc
lrrrr earrr tltr it's. Sorrrt gerrt'r;rlizatiolrs
:lr(.. !levr.r'l htlt':is. lxrssiblc. l irst, tltc
t r onorrrir' lrurt:rttr't at ies hl\'( t() (litl('
grrirrcrl rlrr'rrrost ()\( r-irll Irr)rrr tlrc I)tr!
granr. llrcv havt grt'atlt cllllan(('(l
tlrcir r'r'ntr,,l,,rr'r r'r,rrrorrri, rltri"
sion-nrrking. allorrirg Ial lcss intt-tr-
sion br thc (,onrrrrrrrrisl I)ilrl\ lhln
lr:r<l previ,rrrslv l)((ll lhe (lts('.

'Ihc lxr*r,r ol Ilrr cultrrral-propa-
gattrl;t lrrrr t'artcr-ar it s. bv cottttasl. h;rs
lrct'n rtrt lr;rtk.'llr< rcfrrrrrr ptogt-atrt
lr.rs pl.rr, rl rk,rrrr tlrc tok ol 1x'litir.
rIren ptcri,rtrslr tltt' raisorr r/ itn' ol
Ilr('se l)uf(;itr('rn( i( s tr'as ll) cltfrrttc
lrrliticel oltl:odox\'. lly all ir(1()unls,
it is no* lr;rlrler to rrrake rvot'k<'rs an<l

rrrtclk, trr.rls t.rkr' 1,,,litit.rl slurlt \( ri.
orrsll, arrrl rrolxxit is quilc stlrc an\-
rr(,r-c .iu\l ultlrl (()nslilulcs llrc
lnrrrxl,rr ics ,'f tlrr' I,'!itii.rllr lxrrrrir-
\il)lc. l.\l(.nsi\'t' r'olrtatts gillt or't'r -

scirs (llrirrcse artrl rrillr Iirlt igrrt'rs
lrare sirrrlrlr nrarlt tlte tlt\l ()l thcsc
lrrrlcatrt r ar ics rtrott tott:pltr alrd
rlillicrrlt.

'l lr. sct rrr itv lrrrr r.rrrt r ur ir'. .tte irr
s()nre irll\\ itt cr<tr:t rrotsr'position.-lhc 

2.11 rril_lior: r'r,lrabilitatious lirl-
Lrrvirrg tlrt (ltrltrrral Rcvoltttion rc-
trrr rre<l lo l)r)w( t nuru('r()us (ir(ir'('\
rrlro llt,rt .nte dctaine<l attrl abuse<l
l)\ thc s((ut'it\ olgirns. 1_his cotrlrl
lral'tlll lllrr'< nra<it tlteir li)r'rnrI t()r'-
l (nlt)r's .r,tirfi)fllrblt-. lr arklitiorr.
;xrrr't,r' sithirr lh(, sr( uritv l>rrtcarrcta'
r'ics has rrorv becrt <livided sotnewltat.
\l'lrereas bv lhe ( all\ 1970s lhe se( u-
tilr org:rrrs torrlrl casilr' ir((tlse, ar-
r1sl, tr'r, :llr(l irrr'ar,.cralt arr indivirl-
rral "in lrorrse, rr)w the r'('establislr-
rrcrt ol lr jrrtlit iarr errd prrx trratorial
irl)par-alus (r)nstrilins thc l)ubli( seclr-
litv ,,r S.rrts. \r\'itlr tlrr'grc;rt itrr t'c.tst- itt
(lhina s r'orrtat'ts altroa<|. tttoreoret.
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Four basic building blochs

A rlt t:rile<l Ixrk withirr (lhina s lru-
r-clrralil('! rcrcals intt t'ttal l<'rtsions
thil irls(, irirlxrlc crx)lx r'ati()rl. lllis



tlrt, tasks ol th('s( l)uleiru( ril( ics lrns
lrlso bt.r orrrc rasllr rn()re r'()rrrl)lcr. I'i'
r.rllr, irr rlrr' l.rrr' l(l;(l\ llr' .r'r rrt'rt\
(,rgalls l()st rlla r-iglrl I.) pcDr'lrirtc an(l
rlisr ilrlirrl tlr' (.lrr(\( ( : 

' 
| | | | | | | t I t t i \ |

l':rIrr irs('ll. ()rt'r'all. it is liul( \'()r(l('r
tlllt irt(li( llir)ns ol dcrrrrlalizatiorr
1n(l (lisrutisll( li(,r llr!c lr l)cltt('(ll\
\ur l.rr r'(l \irlrr rlr' l,rrlrli( \((lrrl\
\t \l eIl).

llrl rrrilit.rrr si,I ,rI tlrc strtrt'ttr
svslcIrr lril\ llls() Il:i(l a rnixcrl tirltc rr'itlr
ll)c Iclr)r'llrs. Rrl)i)r'tcdl\. lriglr-t'attk-
irrg ollit rr's har t lrt't rt (li\grtrrltl( (l
r)\'(r' th( (l('r)igllli()D ()l lllIo, h:l\r'
lrlirllcrl rrt the gr'(rl('r' lxrlitiral anrl
( lllrulxl Irr.r..l()Dr ;rlk^te<1. :rrrrl harc
t hafed rrrrdcr thc liglrl (l( li lse bIr(l-
gcls llrirl lllrvc l(,(r)rnl)llrri('(l llrc r'('lc-

H.rli',ll ,'l (l' lrrv to lorrrtlr ;rtiUritr
ir ()ng (l)( lirrrr rrrrxltrrrizati()tts. ..\t

tlr( naltx ti l(, tlt( gt'cat('r stf( ss row
gi! cn l( ) sl ri( I tl'airrirrg artrl tr, rrlr,{ratl-
irrg thc rorrrb:rt t lltr tirerrtss ol tlrt'
:lr'rrred li)r'( ( s rr't r likelt <Irt's hol<l
(()nsi(lrIll)lc al)l)c.rl Ii)r l]r;llr\ r)rellr-
lrt.r's ol'tlx.rlr)rr(l li )racs.

Irinalh. thc l)crsonrlel s\st(rn Ila\
lrt.cn prrt irr r hlrgt ol .ulti\':lling ilrr(l
lrlirrgilrg ittto p()r\'( r u \()trrlgcr-gcI)-
clatir)r r)l lrettcr-c<lut:rtr'tl r'adtcs.
\\'hilc this rre,t sorrrr<l likc :r r clatirtlr'
p:rinl<,ss task to lrrllill. in rt rrlitr pt r-
rorrncl *olk hlr: Llrg bcctr <krsclr
lic(l ul) \!ith th( lltrs()rlul irler'c\tr
irnrl rontr'(li('ns ,rl lx,,PL rritlrirr
rlr.rt . l | , 

I ) . l r . r r r r \ . . r r r ( I . r sh:rr P r lr.rrrrlr' rtr
rllln(latc rrurt lrt'lr:lrrtttalit Io l1tatrr.

()l all tlrc (lhirrr.sc svstcrr:s. horv-
(,vcr'. tl)is i\ llle i)r( al)()lrl \llriah lll(
It.ast is krro*n irr thc \\i'st flrcrc-
Iirlc. it ir lrrrld to jrr<lgc tht.(lcgree r(,
wlrich thc lx rsorrrrcl s_vst(.rl lr:rs bcctl
(li\( (nrtIilt(.(l bl tlrt. r'elirr-rrr l)r-()gIln).
Ir i:, n()tcw(,rtll\. rh()uglr, tlrat tlr(.
p<.t-sottttcl slstcrr luts lrct rr conr-

I)l( rcl\ rL,rrillilte(l lrr tlrc ( i , , r r r r t r t t t r i s t

l';rrt iu th<- l)ast. :rr)(l lhc I'arn uscrl
tlri\ \\\tcrr to lrrll, r'rl\rrt'r' tlrr'lr,lrti-
rrrl loyaltv ol lxoPk wlr() r'()sc l(,
lxrwer. Nl,u ll)es( silrrre lxople utc
lr<ittg :tsk'rl lo trr.l!i.c dc(isi()I)s (,Ir

l)r'(lrn()tir)r\ basr.<l rrr()re (l age a (l
orr cdrrratiorral ll(l lechli(:ll (luilli-
lr(:rti()n tlr:rn ()r th( lrudili()nill critc-
Iir rhar sUesse(l lxrlitir:rl L,raltics.
Rt'sistaltr t' to tltc ncw pr()rroti()n In)l-
icics nrav cx;>lairr llt'ijirrg s rlrr ision to
r ( cstal)li\lr sl)e(iill l)cI:s()rttrcl ()lgirrts
l() han(llc tlrc plilr( nrcrrt ol rt latirt lr
c(lucalc(l a (lt-cs.

'fhc cr orronrir' hulcarrt r at ics harr'
t k,arlv l:rlr.<l bettcl than (llc ( llltulirl,
s(( uriIv, an(l l)ersoDt)cl sysl('nr un(lrr
lhc reli)nns. \\'ht'n \ltslcrncrs deal

r{irlr rl)e (;lriD(se, tlrorrgh, tl:tr in
g( ll( r irl rIlr'( l ()rrlr ilrrlir i<lrrals Il otn
lltc c( (,tt() ri( htrrt'arrr r lrt ie: prr c-
tistlr tl:ost \!lro ltirr(' tll( rrrost l(,
g;rir llorl llr( li)r( igll (()rrrl('( Ii()rl.
Ilrt otlrcl lrtttcatttr:trics llrirlr rr-
rn.rir lri(kl(n Irorn ritrr-;trt tttore
irrrolrt.tl irr lirlitirrg tlrr' (l:urlg("'
rlrr:r' lx tlrcsc r orrllr( ts with tll( \\isl.
l r: tlrr'past.lrolt'rcr.llrcr lr('t( rtt(,tc
powcrlirl tltar IIr(' ('(r)r)orrri( l)rrr'(iltr-
(r'ir(i( s. ilI(l oIllv l)r' r rr t r sirtg tltc t irle
ol rtlorn: (lur llt(r l((.tl)tlll( thc

Iror,!(.r' thirl lr,rr sliPPtrl lrrtrr llrtrrt
sirrr c l1)71i. t

r) l'i;ll,l,'';i"ll",'i",''*i;li,* I,liI

-[ L];l:':;,:;:l 1,1"',il::,',',illi:: ;
rt'slxrrrsihilitr s\stcrr in irgri( Llllure
lrl)lx'ir'\ tr, l,( tlrc llrst \lirgc itl il :J{)-

\cllr J)r()((\\ rrl ptott.rr tcd latrrl tr-
lirrrrr. lnrl lrotlr tlrt :rrrllror's rtrt rt'
((.rt r!()rk irr rrrlirl Irligirrlcs arrrl the
slrlisli(:rl rr((,r(l lirr lllll! rorrlirrtr
thilt rhc r)(\r \\'slerl is IrInrl\ (\lirh-
lirlrrl :rrrl rcrv lrlr , slrrI

A lrrieItlt.srrilrtiorr ol lhe 'lrorrsr'-
lr,'LI i,rrrtr.rr t rlsP,rrr.ilrilitr .rstlrrr"
Pllrr(s it in rlt'ur torrlrlrrl l() tllc (()l-
It'rlivc nrirnagcrrrcnt s.t'strnr ol' lhc
pltriorrs ?{) \r'rrs. All(r l1),11) larrrls
\r.rr'','l)1t\(.rr(.1 lr',,trt l,rtrrll,,r',1r, rli.-
Iril)ul( (l ro ( ulti\irt()rs. gr:r(lu:rll\
(()rrl)i,)(,d rrrrrlcl rrrrtrral-airl tcanrs
an(l otlr('r- ()r,.{irni/ali(,rlr. ur)d Iinlll\',
in tlrt, (,r'eat Lr.rrp Forrr.rlrl ol tlrc late
l ll50s, wlrolly r ollc('livi/( (l uD(l( r' l lrtl
(( lrt r:rl nrilnlrgcDr(rll ()l c()rrrrun('s
atr<l lrrigatlcs Ilris srstcrtt rctr.lirred
tllr'('lrgh th. (irltural Rclolutiorr rrn-
til l!l7i1. rrlr,.l| r'\lx.ril|r(.nl\ l)( l.l: r iI
Arrlrrri I)r or irrr'c u itlr irrrlir irlrral
Irorrsclrrltl rrlnllgelr(.n1. \';rrirrtiors
ul tl:c systcrrr rlrricklv sprearl, arrrl
D()!r r)()r'c thar 1)0 Ix'ltcrtt ol rrrral

Kt ndh Lirh lhal ir pntlttun ol loliri'
rtl .vtntd lhr l niurstlt tl ,\lirhtgtn
,tu,l rrrtt,h tt\\tttttlrttl lLt ,it tr't'\tt\ \
()\ntr lor (:hi ,]Jt'.\l tli?li- llt i: tl-ut

ln,tn", ,, lh r htm t;t,'ttlt. tt .\du
lrantttrt, tonsultitg fiIn lhal ht\
urlt,i.v4 cltrttls in lhr uittttul: rtnd n4-
l\, 0ll\tuDr ldtol?un. ph!1,',n !t,utirul,
,tl lI \lt),'lalitrt \t,(ltD\. l.trbtrlh [ \

,nt).tl ,'t'tt,tl lutth, nttltlrrl utlh t\irhol .\

l,tll\,tttl l l'li\hnl 6 .ll. 1.. \har1r itt
/9,1r. i1 (:lt(.lr Yrrn sStratcgr lirr(llri-
rrrr's l)crr'loprrtt rrt: A \orr-\lrroist Al-
lc ln al i\ r'

QRecent re.fonns could ma,rk the last stage

3)-year process.

Incentive Farming

In

Albert Keidel

lrousclrolrls ltart rrlrtle thc srritth.
-I'lrt'rrrrrirr poittt, ol torusc, is tltat

tllcr'c llr'( rton tcrrl q,ork ittrcntircs.
l lrorrgh state orr rrt rship still plt -

rails. tlrt. right t() usc tlrc lirnd ln(l
oI h('r' lss( ts hur ht'crr clli'ttilclr'
trarrsli'r'rcrl to l;rrrrilir'r. lrt rrcc tlrt'
trr'r(l i\,l(.rllv t,rs.rrrl tlt l.rrt,' |rr-
T atc o*rrclship. 'l lrt <orrtractssigrrtrl
lrl housrlrolds arrrl their' lrr'iglrdes at'c
crerr irrhcritlblt- ir s()nrt ras<'s, arrrl
tt.sentlrlt Lrrrg-tt r rrr lt'ast's rrrote tlratt
Iclllirl :rgt( ('l cnts.

.\lrlr,rrrglr tlrr.r rIr,,rr .rIrrrort irrhrritt
r':rliett irr rortltlrl lrtrd stlk. tlte colr-
uir(ts lrrlrirlly irrwrlrc fixctl rnutrrlrl
()l)ligati0ll\ Iirt rl<li!err ol outputs
lur(l inl)urs. llorrs<,lrold salcr arr<l prrr'-
r hascs orrlsi<ic tlrost reqrrirctl are to-
t:rlly at tlrc distlt,tion ol thc horrst-
Irrlris. Irr other tr'orrls. alirr' rrreetittg
its corrtlur trral olrligations. rvhj(h lrc
rrol tutt< :rs0nllrly lrttr<lettsl)tttc, whal
Ir lar-rrrcl gcls rlel>r.nds on *hal lrt'
pr rxlttr cs.

'fhtsr rrt.w irrtt rrlivcs alt lraving a

<lIanratir irrrparl ()ll (()sts. !i('l(ls, ()ul-

l)lrl nri\, nnd ()lllcr irrderes ol operat-
irrg elirticrtr'1. IItc tollettirc s'l'stcrtt
overcnrphirsizt.d cxpensivc ptrblic
u olls yrr'ojects. Soriet-strlt.d hcavv
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nr(\ lrJni/xt i()D, subsistcrl(r I)I'(xlrl(-
li(,n. rn(l (()nrnrurc c((nn)rni( \cll-
\lllli( i('n(\, itt gcncral. (lorlrrr:crcial
r'(.llrli()ns lx'lrl'een c()tlttlltltlcs. tl()l l(r
rr( rli0n ( ()unlics atl(l Pr'()t ill( ( s,

$1,t (. not ( r( r)ut itge(1.-lixlay tlrc irrtlir itlttal lrottstltolrls
iI-(. ( (lsl-( (),lsai()us. Nastr liltlc, lln(l
rrnl( lr al)l)r'r )lrIia t e res()!rr-((s \\ilh
l)rrxhr( ti()n r)cc(ls. As a tc\trll, ( r()l)
yit.l<ls irlr. ul), plallirrg rr)ix(s ilr('
slrili irrg trr rr:rxinrize vahlc-yicldr, an(l
il grcirl (l( irl r)l :rltcllli()tl is pai(l l() llr('
inlrira<ics ol'tlrc tirnirtg arr(l pr(xllr(-
tiorr <lctails \() irrlp()r-t;rnl Iirr g o<l

lat trrirrg.
-l 

lrr. polrrrlelitr arld su((ess ol tlri\
s\,il(rr h s \l)lcld l() nrr)rc rlx.(i:tl-
izlrl rrrk lirrr' .rgr ilultur.rl .ti l\ it ir'\
;rrr(l slxtc l:lIn)\. ln parlicrrlar, arrirrr:rl
hrrshlrlrlr'1', wllicll ir)\()lves thc (()trl-
I)l(.x uralliigr.nr('!rt ()f arlirrrall ( ar c. rrt-
tIitiorral hirlarrt <, irnd Iixldcr- l)r1xlu('"
li()r, h s g()rlc alnr{)sl ({)rrrl)l('lcly
()\rr t() tlrc tlew systcrll, rt()t l)rth Iirr
Pigr. lrrrt Iirr' (:lttlc. shecl). arr<l otlrcr
itrrin):rl\ as rr ell.

l lrir rlr':rrllatit slrift irr (lhirra s larr<l

r r'1,'r rr lr.rs l,( ( rr \lrl,lx,I lt-(l l)t l)r r r'

r lrarrgcr, r rctlit lcli)rnrs. stll)sidrcs.
irr(l ()lhcr politv changcs.'lh(' l1l71l-
llo I:rrnr Pritt' intreasrs hart' lrt't I
t)rirt(hc(l l)\ ensed credil arlatigc-
rtrcrrls wilh tlrc Agricultut'al llarrk rll'
(llrirrlr, rlrrcc<l l)r'i(es li)r' sclc(lc(l
lalrrr irrprrts (srrch:rs c()rt(crrttil(( s li)r
Iir<lrl<.r). arr<l !rr'w rural ()rl{aniz.lli()ns
Iirr t,xtt'rrsion and markelillg. 'lhclc
lur'(, r,vcll l)rilcs rnd certih(;ltcs gi!cll
l'! I.rt rrr.'r'r .tr tcrratrlr IirI rrr.rlrrr,.l
Ilr)ltc\. ln sunr, tlre reli)rrrs irc urr-
(k,ing rnll(lr ol the ra<lical rurul lx)li-
r ir.r ol tlrr. l!){;0-70s.'Iht'abolitrol
()l ((,rrrrunc\ ilr)d repla(enl(rll rrith
l()t{'llsllil}s has alrcad\'bcgttn irt Si-
t.lluilrr l\'()1in.c, and is t:xl)cct((l t()
sl,r'cx(1.

'l'llc thr'cal ol rrrrt'rrrIrIoT rrrt rtI rs

lx ll)ill)s il rnr)rc scri()lls lrloblcrrr, lx'
r:rr\r' Ih{ rtistrihrrtiorr ol l:rrrrl :rIrrl
lrtr<ls to qtralilic<l irr<livirlrr:rl lrottsc-
lrrkls rrill leave a lat'gc l)r ()lx)t liolt ()l

rlr( !'lrr-ll p()l)lrlali()rr rrith()rrt srrlli-
, it'rrt Pr,,lrr, tr\r :r\\r'l\. ()llir i.rl,. irr-
\isl tllirl rllcr-c ir l:ln(l I()r all. l)ur lllcr'('
:rrc l)() stalislics and lll( (lcgr'('( r)l'
l(luxl rural unellrlr()\',rrcnl is (lilli-
( llll l() cslinlale. Il is (cllitir)lY rr()1

str'i0trs ttear r'itics ;rrrrl llrr'gt torr'tts,
r,!hcr-( llrc groullr itr s.rvi((s llll(l
l,lllcl itl(lustr-ics Jrrorir['s trror'< iolr
olrpolt rr rr it i<,s.

lrr rtranr of (lhina s isolatc<l lrtrt
lrr':rr ilr populate<l lrrtas. Irtrrtrtl,
lll( itl((nlr\( lr, rrrillrirl( lo rrtrc\
(oul(l ir)(rcasr. t ttlil rcrcrrtlr. srrrl:
ll)igllrli()n hird lrt't'lr stt'rrtrtrctl lrt tight
( orl r r )l ()n ur'l)lltl in( ( )n)(' sotr r( e\ ilrr(l
tl'(. .li\lrit)ttri(,rr of rrllralr lixxl arrri
Lrrlgirrg. Nor'. lrct rrr.rrLcts .rttrl pt'i-
v,rtt .t r r ir e e.tulrlislrtttrtrt,. :tt c lx git t-
ning t() ()Hi'r altrlrlitli!('s li) stal( crrr-
pIrrrrrr.rrl and rlti(nrc(l Iixxl. Il this
lr( r)(l (()nlinrrcs. iln(l a sirrble I)r'()-
poltiorr of Oltina's t3()0 rrillion lx'rs-
arrrs is lirrrcd oll tlr(' l.ur(l urr(l inl{)
( ilics. lllcle (()tll(l l)c trll):lrl \t;rl)lc
lr'.xl sh()rl:rges artrl scriorrs lxrlitital
| ( l)cf( u ssi()!ts.

Itcijing is currcntl\ rt<l(llcssing ll)c
Ptolrltttt bv [irrbitlrlirrg tlrc Il'cc salc
ol larrtl, ill an tliirrt to l)k'v(lll llrc
( ()r((.nlr-ali()rr ol laDrl h()ltlittgs bv

M:''l;tt-iril
srrr;rll Ilrrrrilv larrrrs rnar bc lcss likclr
l(, u\(. l|l( xl('r lr il|Puts arrrl tlr(' ( ( ()r)()-

rrries ol sr al< thnt ()nh rn('( hnni/:ru()r)
r irn lrling. l}rlt in llle iacas \isil( (l l)\'
lllc:lutlt)t'.,lrr(l itr Icl)()rts lI()Irr ol hct
girlclr sr attrrrrl lotalitics. lilrtrcrs
atttl lr.r-tlsrr<n havc recogrriut'<l tlrt'
pr,,lrL rrr .rrrl bcr.ltrrr t,' rr",;,r'r'.rtr' irr
tlr, rrst ol lr;rtilrutettt ;rrt,l gt.rzrttg
lirrrtls. Altlrorrgh it nta) tak( sr)nr('
lirnr, \{)llIltiI-\' ((x)pclati()n ('()ul(l
srrr r't t <l wlrt'rt'rontpttlsor't rrxrptra-
t iorr lailcrl.

ACRICUTTURAL
OUTPUT
PER CAPITA
Grcss value ol aeticultu.al output in con-
stant 1980 yuan pet capita o( .ural
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rlcalthr Iurr:ilics. Itr;rrkIitiorr, tlrt' gov-
ctnIllenl is tr'\illl.i l() irl( r'( llsc ll()llag-
rit'ultrrr'al rrrllrl crrrplxrrrcrrl, irt p:trt
lrr cr-catir:g satt'llitt' t,,s'tts arrd ncu'
ufl)llll /()n('s irr rrrral rrrras.'lhe olfi-
.iel sliltisti(iil lt'rIt Iilritiorr of urb.rrr
arcas has ulr carlr' lx gtrrt.

At this stlgr it is irrrlxrrtarrt to crtt-
phasizc thrrt tlrcs( ui(lc-r'ln,jiIrf{ te-
Iirrnrs sr,crrr Io lx rrot jtrst rttor<' radi-
cal charrgc in ir ncvt r'-r'ntlittg cycle. It
rnakt's rrrott' scnsa tr) irlcII)r'ct the
lc$'syslanl as lltc last stltgt'itr a 110-

rear' l)t'(x css.

Expcr'icrrc etorttrrl llrt srrr'ltl has
shou'n lhat liirr(l lcli)r'Irr i: rrrrtrc thrrr
tlrc rrr(r'( rlirtr rlrrrtiorr ,,1 l.rrrrl. Fr,r
sut'tess, il ltlso tt tlrtirt s sitrtttltltltcous
lelirr-nrs irr rrrr:rl r tt'rlit, tttarkt'titrg,
irrprrts. rralt't. :rrr(l a\'( n ll)('{)r'l{aniza-
tr,'r ',1 I'n.ll lrrlrr r' rrtrrtr .rrrl tltetr
allegiattrc. Latr<l rclirrrrrs in south
and sorrllrcast Asia, l.lrtirr Anrt'rt'a,
an(l srrl)-liallu lrrt Alli<rt lravt' olien
l;lile(l as l rcslrll ol igrror irrg thc rtrarry
supp()rtinll r't lirt lrrs l(rlrrircd. How-
rver-, lan(l tclirlnt itt .lapatt, Sotrth
K,rre.r. .rtrrl'l,rirr.rrr rv.rr rLrrrtsslitl irt
l.rrgr'Plrrt l)( (.rllr( tlr( :rrlllr'Iilic\
Paitl attcntiorr tl, th(nr all. (:hina's
job ol rclirr rrrirrg lll('\( Ir)at)\' ( ()!np()-

Dcnts {)f t-ur-ill 1xr$t I $'as 1>clhaps
nrore rliflitrtlt. ll was tat-ried oul
tlrr_orrglr a Iarliral lrt()gtant ol-corr-
plelrrrrsirt ttrt.rl krtlirrg. urllr ull its
wcll-knowrr cxr'<ssr's. As a I'esult,

irlll{dilil

l27S

s.urcr: ! /hanon t(ondmelir( t(tro(.\lrn8
A!{(Elet, w.rh'n8n,n, DC rroll,t litur.\ r.e
ta*d on 1930 yun.doll.r er(nante.!tc ol
Yl 4964 per LrS dollar



howcvcr. a ncw gener_ati()rr ()[ (]hi-
n('s(' I:llnrrrs is readv to lill ilr ()$n
larr<1.

It is rls() ilrterestir)g ({) n()te thitl
sotncthing like this happencd ;rl the
v(,r-y sl r-l ()t the -Iang f)ynast\ in thc
c.rrlr t.iglrth rerrturl AI). Al-tcr lr.urrr-
Iirati()rr ol thc country, land wils t() l)c
(listlibute(l to lirrrners for lhcir Iilc-
lirll(s, l() lx'returned lbr rr(lislril)u-
lir)D l( ilgc 60. -['he pr()grirn) scerrs t0
ha\'(. laste(l at Dx)st a half-Bcnclal i( )n.
llciiing's insistence (hal lald is still
statc-owrrcrl nra'r' have a sirlilarlv
sholt lilr,.

It is also r lear that tlre lasr :l.l vcals
o1'(irrrnrunist rulc in (llrinl hirs li)l-
lowtrl a pattcrn dating lt lclst t() tllc
( )hin anrl flan dynasties in thc sc( r)n(l
irrrrl tlrir<l ccrturies B(1. (lhaos is Iirl-
l( )wr(l l)\'hrutal reunifr(ati()n. i,vhi(lr
ill rrrrrr is Iirllrwcd l>y tlre (leiirh ()l

l)r'in(il)al lca(lcrs, aDd r rclaxali()n
irrto a stirlrlt. lrtrle:ru<'rati<' systt rn.
I lri. Iirr.rllr srrr r'rrrrrlrr. r ('rrlllr ic\
l:rtcr. Ir) (lcgcnerati()n, (()rr'ul)li()n,
lu)(l (.\'('Illuirl ( lla()s. (lhirra is rrorv irr.r
lr(.r'i(xl ()l irritial arrd glrnrdr(l Icla\-
:rti()rr alicr aD extrertrel\' (lis(il)lirl((l
pcrirxl ol lcunificatiorr. atr<l tlrr'
Irorrschrrld rcsponsibilitr svstcnr is :rn
illrl)(,r'tirnt 1>art o{ that rclilxuti()n

'llrc Iatc oI China's in<lrrstrializa-
tir)r nn(l poptrlation policics also
Ii(l(.s ()r tll(' ncw svstem. Arr irrrlxrvcr.
ish<rl hirrttllarrd w{)uld (ril)l}l(' llr(
(t ()r1)rry l)! (ulting()fl tl)c (()llnl,'y's
gr()$itrg ill(luslr'\' fr()nr its l:rIg(sl lx)-
t( nlial rralk( 1. I\'lorcovcr, tlrc Iriglrcr'
lulirl irr( (,rrr.s creirled b\ {hc r)( lr r'('-

Iir nrs lrolcl tlrc best hopt, lirl irrrlrlor-
irrg thc ccorrornir. edu(illi()r)lll, ;rrt(l
crll)Lrvrrr(nl \latLls oI ruIal $1)nl('|L
llt,r.r<l lt'rtrlt ir !xler loug-rurr Icr'-
lilit\ lrn(l a rlcclinirtg poPtrlation
glowl lr r:rtc.

Irr <orr<lusiorr. the ruslt ()l rulll
r't ftrtrrrs lt'plrscnts a ver-y pr'{)r)risirrg
( ( )rrrI)orr('rrt ill (llrilla's ()vcr':lll ((()-
rrorrit rlcvc.Lrpnrent. 'l-hc rlegltt ol
lrllirr:rl( slr((ess will dePr,rr<l orr tlrt
l).', ( ',1 otlr( r It.l,,r rl* un,l st.rlrilitr rrt

tlr( rurr'(nt lxrlitr 1>attelrt, tr'lli(lr l)ls
rrrrllc(l (:hinx ir$:r\' lir)nl Sorict slr.rt'
cgits to those oI its tttolc srrrrcrsltrl
l.lrst ,\si:ur rrt ighlxrrs. t

.1lturr hrithl hts nalt .ttu n atrnlu!
ttt\\it)t.\. t).\l ru( ll\ i .lul\-(,td)rt
lqlil. r,' ruLtl Il, il,nt4it,ttr{. IH',i.

l l,tttrr lllongolia a.r a (t) tullt l lt)

lht I'N ot t{ti(ullur l utkl ltw:tt)t I
l,t'ttt t\ llr t\ y'nit,r tt,'tt,ut't l,,r ( hin,t
tl ll'ltrrlou l')'tntonrlrtt l'lt*ra:l tttg..lt-
\t)rittt\ t llithinglon. l)( ).

Barry Naughton

and erlpl()\.(' r'r'rra|rls Nhen. in Juh
lltTll. rll( r|Nirr( rlr'irlrl,rl .rr expel,i-
nrental pr()[il-sh Iirrg Pr(}gr'ant to be
irnplerrrcntctl ir lr lirnitc<l nunrbei ()f
entclplisfri irr cach Plovirrce. A
gr()up i!ils irls() (()tlv('rrcd under
ZhaDg.lirrglir, tlrrll linlllr( ( rninister,
t(, dt sign ir (orrrlrr t lrcrrsive feft)rm ()l'
the ill(lusl!'in1 rIlirrirg('rrcnl systellr.
'I-his firsr sr( l) ir l'lirrrrr wils car-elullv

Irl:rrrrlfrl. Ilrr'[r,.rlull\ tr, (lr( eD t I li/('
lirrantial lcsorrlrt's rirlrr to thc t'n-
le!-pIis(, lcrcl. irr orrltl l() ar()id
nrerelr trarrsli rrirrg <{lrrtrol lxrn: the
certtr al g()r't'r rrrrrcut l() Pt ()\'incixl
gorcr nDrcnls. Nftrrc(|vrr. thr profit
ret(.Dti() s( lr(.rr( n'as carcltrlly calcu-
lated so tlret lu (,lt(rl)rise \r'()rlld
havc to cx<ct.rl its ;rast pcrlornrance
to ear'rr t.xt rlr plolil.-fl:r pr olit-slr:rr ing experinrert
sl)rc;r(l nrrr(h rrrort rapidlr'than plan-
ncrs Illl(l inlcn{l((1. Al llrc end ()f
l{)71), tkiiirrg r{as tlyirrg r(, lirnit rhe
nun)bcr' (,1- l)irrt i(il)illing eDl('r'l)rises
t(, I , 101). l)lrr rr it hirr :r Ii.rr rr()ntlrs $'as

lrccd to rccogrrizc r l()t.rl ()l (i.600
part i.ipat ing clll cr Pr ist s. 

-I 
hese $ erc

lhe llrrgcs( illr(l lllosl I)l(,lilirble, ac-
c()ulllitlg li)r'(;0 lx.r((,Dl ()l tllc ()ut-
put irn(l 70 lxr(r'nl r)l the pr'()fits
undcl' th( slillr l)lirrr. Illcarrrvhile. sim-
illrr , xlr't'irrr, rrt' rncrc lx irrrg irrsti'
llrlr(l llll(l( r' llrr' slrrrrrorrlriP r,l r:rri-
()us l)r ()\ iD( ('s illl(l nruni( il)alilies.
'l lrc Nrrriorral l'r'oplc s (iorrgrcss
rleeliDg in ,\rrgrrrt :rIl<l St'Ptcnrbcr_ of
I {}ll0 arrrrotrrrr'rrl lh:rt l)r ofit-shilr'inB
rr1)uld bc c\l)i|n(l( (l r() .rll \llll( cllter-
I)risc\ b\ llr( cir(l r)l l1)lt l. lor a hrief
Pelirxl. a rottstitrrtrr(\ \(clrr('(l ll, tx-
r\r rlr.u (.r!,'r(,1 .r "r;rri, I .rrrrl rlrrtr"
re[i)r'r)r ol tlr( crtirc irrrltrstrial

1'lris Pcr i<xl r)l cxlx'r'illrcrtirli()rl
endc(l whrll PIoblcrrs (rrcrged.
I'rofit rlclirt'ri(s l() tlrc \llrlc budgct
(le( lin( (l l 7 lx r r ( nl in :\rrgtrst l ()ti0.
:rDrl i \lllrr.llr'\ ,,1 tlt. gr,rrt tttttt ltl s

The Profit System

-7\lrirr.r'r irrtlLr.tr r.rl st.tctrt lr.r.
I lexrr.ri.rr...l 

.r rrr'.rrlr rrrrrrr-
f , ,..,,r,r,.,1st t'tt s.l tt,tr.ttrt-
\--./ ,.,,i,,1,-. .r1,,'r,1,r ,1,.,r,g, r.
lr)(l n()tcw()r-lIlv scll)il(ks sitr(c llrc
rr.lirrrr nrovcnrerrt lrt'garr irr l1l7ll.
lirt in spite ol lht rtttr'r'ett I)I()l{r'csr,
Iact orics trxley:rrt rrrlrrragc<l <lillir-
rrllv tha|l thev $cr( jrrst livt vt'lrrs
lrgo. l)ecisions art rrou lrr:r<lc bv lx o-
plc tloscr t() thc Il(l()ri.\,;tIrrl tttorc
lll( rti()n is pai(l t(l rtralk|t r orr<lilions
rllan bcli)rc. [.tttcrlrIis|s r olrs< -

([rantlv ere nrrlkcl irrg rtt()r'c gorxls ort
theil orrn and sellirrg lcss to tlrt stirtc
Ilcrttwltile. Bt ijirrg has rltt itltrl to <Ir
s()ntelllirlg ab()rrl tlrc oltc Ptobk'tlt
lcw tlrought it *orrLl cvt l lil( kl(: th(
r r,llrtr !' \ irr:rtir,rrlrl ;rt'irc st t tt, t t t t'r'.

l'r,rrrr tlrc lxgitrrrrrrg. ( lrirr:r'. irr-
rlrrstlial r-e[<rr-rrrt'r s hlrv( ( {)tt( ( ttllirt('(l
orr <llawirrg Lrp rrrr approqrrilrtc sct ol
rrrlt',i lo gorcrtr IIlc (li\isir)tl ol profrts
lrt.t\\'( ! ll rlr( .r.rt, lrrr,lgct ,rrr,l tlrr irr-
rlirirlrral trrtcr'prist lrr tlrt' Iirc rt'at's
sirrrc l1)78. llcijirrg h,rs I)Lrt Ii,rsaI(l
lllrtc Ju(ressi!( r('lr)llrr\.' ol tlrt ru-
rlrrstri;rl firelrrilrl ststcrr. lrr clrtlr 1x'-
rirxl ol relolrrr a rliflcrtrrt plitrriplt'
Iirr <livirlirrg prolits lras lrlcr: a<lrrr
t.rt.,l, l'lrt llr I'r(,lx'rri,,rt,,1 Prolit.
ir(llrxlly r-claillr(l lrv crttcr'pIisr's hes
irrrrcas<'rl slca(lilv thr(,Lrglr()lrl lll('
tlrrct pcriods. 'fhis progrcssirt tlt'-
( ( lllrllirirli()rr h:rs r olrtIiIrrrtcrI to tlrc
irrr r r':rscrl Ileribilitr ol ( ilrirrcsc rn-
(llrsrr\ during a 1xr'io<l ol r;rpirl
rhlrrrgc. lrtrl hes ;rlso trcrrtcrl scriorts
rrcrr Pl()blcnrs ol rrxrrrlirrlrtiorr rrrrtl
( i)tllr'ol.

lnilial experiments
'IIre Iirst llavc ol ttlotltts lrtgltrt

witl) th('(lecisi()rl l() lcl s.)rrrc l:t( lr)r'rcs
ktr'1r lr lixt'rl I)tr'(('rrl:lg( ol tlrcir'l)r!,1-
its. I'lrc lcstrrrrpti()rr ol rr()rkcr l)o-
trttrt's .rtt<l t'rrl( r l,r i\r' l rrrrr lrrrrrlr irr

ll)7U hnd illr'('ll(l\ r{\l()r((l ir llr(xl(\l
lirrk lx-tlet'n ('tltcll)ris( 1:r't li rr ttr:tttt t'
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A uariety of profit schernes are at the heafi of
China's industrial reforms.



(l('fi(it were rcvised (lras(i.ally up-
$ard. 'l'he ri$e iD c(rrsunler pri(es
irD(l t'unar1a\ Ut\ (.\l rrcl| l \Pelrdit)A
werc also blanrtrl orr lllc refornls. Il
I)cccnrber I1)lt0 llcijing halterl thc
clltcrprise Ieft)rrr (,xpclirnents, er)-
ilclc(l slrength('Dc(i price conlrols on
c()nsunre!- g<xxls, antl <lrastically re-
(lu( (d spending. I'llune(l budgetan
iI|l'cstnrent 11as (ut l),l' "10 perccnt,
(r)lrrprise brnk (lcp()sils lt'ere [r(]-
/('n, and the ncu prrrgranr of bank
loans lbr [ixed irrrcstnt.nt u'as sus-
pcrrdcd. The str(nrg nr(,(li( ine slowed
irrrlust rial ()utl)u(, rld l)r()fitability
li'll cvt'n rrolc. It t;tri< klv becanre oll-
\r.)ll\ tltut tlrr rk.ll.rti,rrr.rir lxrlirics
w(.rc (,nlarging lhc g()\crnlllcnt deli-
r it tlrr! wet e intt'rrrlerl to lcrlrrce, anrl
lry IIrrch l9lJl lhc It()st (ltaslic titeil-
sulcs had been les< irr<k.d. In Septerl-
l)('r I1)81 I)lrlls i!crc Ir.ir(liusted up-
itilr'(l ar(l ('xl)arrsion ol heavy
inrlustrt resrrrnr'rl.

A loss of direction
r\s the r'egirrrc lalrorcrl throrrgh

l1)t3l to trndo thc l)rrn)lul cllects {rl
its rk llationarr' lxrlir ics. it irgain en-
rlolsctl prograrrrs tlrat s'ould alLlr
cnlcr-l)riscs t() r'(.t:rin l)r'(,lils. lr) tllc
sl)ting ()[ l1)lll, :r sccorr<l l]eriod ()l'
chlrngc in entelplis< lirrarrcial r-cgrrla-
tir )ns heHin. (crrl(,r'irg :r'()rrnd tlrc
srstcrrr ol prolit rorrtracts (lilglrrr
,argllx). ['ndcl this \\stclu;ur cntcr-
Plise and its srrlrclr'is()l'v l>()dr rroulrl
rcA,rliirle rr 1rr'r'lit lr.Nr {rgrtrc.'
rvhich tlrc cntcr'pr isc hatl to rlclir,el' trr
lhc st: c. lirrtcrpliscs rylri(llly w('r'c
alkrrv<,d to retairr a Irigh pr'()l)()r'ti()1,
IallgiDg fr'()rr l-r(l t(l 100 lx'r'(ent ()l
prolits abore tlrt.bast. Iigrrle. llris
l)r i)l.lr'ilnr, t(x). r!it\ irrrl)lctrrented r:rp-
irllr. []r ,{ugtrst I!}81, {;i) l)cr(ent ()l
irll srill.' crrcl,l)r'is( s lla(l il(l()l)te(l lhc
1lt'olit contract svsl(,rl r)r- s(,nrc ()lllct'

II()lit retenti()rr Progranr, and hy
c:rrlv l{)ll2 this Iigrrlc lta<l riscn to
llr,rc lhirn ll( ) Pcrrcll.

Il( r .llr\e ll,r' lr.l\( ligrrrr'rr':rsrregoti-
.rtlrl. rrot lr;rsrrlorr Ilr( l)lcri,,rl\tcilt"\
Iirrarrr'ial rcsrrlts, ur ontcll)r-ise rrillr
lrut,r planncd latg(.rs ()r'Iirlling salcs
rniglrt reasotrahll :rsk Iirr'a low hast'
ligrrrt'. Thc rrtcd Iirr xorkcl lrousirrg,
rr()r-('r'llw nr:rt( r'iirls, rlf rut't, ()thet'Iac-
t()r' r(.ill ()r in\ ('nl(rl. r ()rrl<l l>e rrsed t()

iu\lilr lhe lr.rst l)r'()lil r'('rrittance tr)
thc \tllc. N()l ()nl\ (li(l Iii(tr)r'ies se(l
Ilrrorahlc blrsc Iigrrlcs, htrt their srr-

l)( r'\'is()rv agcllai(.\ ils() llicd t() neg()-
liltc thc l()ue\l lxrssibl<'base figtrlcs
willr 1rlrl sul)r'r-i()r's. Mort'orer, llrcsc
lrirsc ligurt's wcrc r(,gr)liirtcrl in the

ear l\' [)art o[ thc vcal whcn plan tar-
[a( ls uere los. \\'hcrr pxrrlurtion was
stc;>pt-<l rrp in lhc Iin:ll qlrartcr, nraDt'
( r)r( r'l)r'i\es casrlr srrr'p:rsscd their
lrast. ligures :rnd thc anrorrnt of profit
rctained by eDler-l)l-iscs expanded
sulrstarrt ially.

'lhe pro6t trrrtltacl systt'rrr clearll'
intt'rtsilierl il nunrl)cr ol' brd rnarra-
gt'r'iirl practicts. Sin.c il *as iD (lre
irrlclt,st of lrx al g()\'clrn)ents t() nlirx-
irttizt the anrount ol prolits retained
l)\' llrcir enlerl)riscs, th(' pr()6t ('(rr-
l!:r(l systern ilr<'rcascrl local goverrr-
rr(rl nlcddling in thc ufl;tir-s of Iac-
I r ) r'ics rrnder- thcir' .jrrlisdit'tion.
l\iolcolcr, ev('n tlr(' lorv lt'r'cls al
$lri.h lhc prolit basc ligur-t's ut're set
(li(l n()t cnsure thcil lrrllillrnent.
Sir((. lhe setting ()l tlrc irase figrres
\r':rs lr) s()Dle extcrrt arhitlirrl in the
Iilst plarc, ellcrl)r'iscs (()ul(l argue
lhirl (ir'.rrlrstiln( cs lrt.yorr<l theircon-
rr()l l)r'cvente(l thr.rrr Iiorrr lllfilling
tlrtir profit qtrolus. r\s ('nterprises
lx gan to dodgc tlrt.ir llsponsihilities,
it srxrrr hccanrc (l(':rr th:lt lhe vast
rrr.rjolitr u'<'r'e inrrlln(. l() tlre threlt
ol st,riorrs pen:lllics. lrr (lhincsc
l( rIlr\. ll)c crl('rl)riscs IIrrl l>ccrrrrrc
''rcslrorrsiblt lirr' plolits, l)ul n()t re-
slxrnsiblc I'rrr Lrssr"s. "

The " tax-for - prof l " reforms
Irr sPitc rrl its (k l('( Is, tllis s1'stenl

$'irs Icririred thr'()uglr l1)ti2, rrrd as

pr'orlrrction erparrrlcrl so <lid thc
,rru,,ttlt o[' r'rtlrrrrt'rl Pr'olrtr. llrrt irr

l1)lil| the 'tax-frrr-pr()fit 'systent $as
irrtr'<xltrct'd, and s() b(]gan tlrc third
Plrtst'ol the relirrrrr. li'ied in some
200 (ihinese entcrPris.s sincc the pe-
r irxl rrl cxperinrerrlation ilt I 1)ti0, this
systt.rrr is schedulcrl lirr rrtloption by
:rll Prolitrlrlr st:uc cnrcr'l)r'i\es in
l1)H:t. flrc tax-f('t.l,t'r,tit \r'stenr in-
\t)lv('s a scries (}['t:rxcs, Paid directly
t() thc stilte. that wrr(.strbstitrrted for
tl)(' (lclive!',1' ol prolit to :ut eDter-
Prirr"r srrPr-r'vis,rrr lxxlr. lrr rlteir
nxr\r (l(rcl.,lred [.,,'l), tlt(.t.rx(.s in-
rlrrh: ) (lrJrgcl' r)n Irxcrl arr<l eir-
t rrl.rtirrg r apital. ) thc t'xisting sales
tax or "industrial crrrrrrrrelcial tax".
) arr irrc,rnre tax, rrsuallr sct at.l0-60
1>r.r'< r.rrt oI profits, :rrr<1, ] an adjrrsr-
Ir('nl lax t() c()nrpcnsal(' p(x)I enter-
prirr's for rhc url.r,r' .rrlv:rrrt.rges -
lrigl)r'r' (slirle-rlxc(l) Priccs. br tter lo-
aitli()rr, strl)eli()r ritw rralt'rials, and so
Ioltlr-crr joyed l)y li.hly ('tr(l()wed
( rrl( r l)rises.'llrc srstcrrr'r irr:;rIlrrrr.rrtIrti,rIr in
ll)lll] lalls tltrite a bit slxrrt <rI this
i<l<.r r I lirrnr.-lirdlr t'ltt.rpriscs sinrpN
lrav'to pa,' a 5.i perc('nl inr'orlc tax,
rrr pr ogressive int'orrrc tax il the case
ol srrrall errterplis('s, (lit(.( tly t() the
r'r'l|tr':rl g,rrr'rrlltrcnt Altr.t llti\ t.tx is
r olltr tt'tl, 1>tofit-shaling rati{)s and
l)ri,Iil cr]nl!-:rcl bast' ligrrrt's will tre
rcr lrlt rrlatcd in ()r(l(,r' t(, lcalc crrtrr-
1rIir,t.s rvith appr'()xinr:rtcl\ (h(' satlle
lcvt l ol r't'taine<l plolrts as lrt,lirrt'. In
itscll, this changc rrill harr. little ef-
Ii(l ()rr cr)lrr-l)r-isr.s. lrrrt rvill greatlv
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stt(.ngtIr('n thc lirlirtrrial 1>ttsitiotr (}l

llr( (('Irtr-al gi,\r:t'tlrtl( ttt r,rr<)_rri.r Irrtr
r in( i;rl :lnd rnlrlli(il)al g{)\'crlrrlclll\
sirrr't it chatrrtcls a laI'gc portion ol
( rrtcIPr-isc tc\'('Irll( s thl-otrglt tltt'
harrds of the Nlirristrv ol l"initntc.

No more free capilal
A palallt'l r('lirIIrr Irr()\('rrrtlrl hits

Irr',lrrrr t0 rlr.rk lI|,.IIILII|( | ,rlrr c_r'rsi_

lrc<l prartice: igrt()r'irrg lh( tl'tle t,()sl
ol r apital bl givirrg lat torics Ir'ee trsc
,'l t|r"ncr .rrrrl rrlrriPrrrcrrt ()nlv ilr
l{)71) (li(l tlrc g()v('rtllrt( rtl t'e(lttirc eIt_

l(.r'l,r-iscs t() lrt'gitt Pirvirtg ft'es Iirr
Ii\('(l (al)illl. Ilut llr( r-csults :rrc
rrrixt d. as intplt rr:crrtatiort Nas Icll t()

Ir<al govcrrtrrrtrttr Arrrrrral fees Iirr
lrxc<l < apitel (rrrrt.rrtl\' r-angr: lI()ttl
2.J pclrent itt Sitlrtrarr, l() {).li I)ct-
((. t in Sharrghui. Sorrrt rt'gi()ns lrave
cxtcnrlcrl tht r harrgcs to a srrbstrrttial
rr.rl,rrrr\ r,l tlrcir rlrtctPrisr's. Ag.ritr
Slrrrr6lr:ri ,r;'pr'.rr. t,, Ix tlrl k:rdt r

'[-lrorrgh rrr,xltst, lhc ilrrpr)siti(nt ()l'
rlrcsc f(cs has tightcrr<rl lrl) cnle!-
PIisc firrartrt's. \\'ith .r ra1-rital-trsc li't'
ol i pcrrcltt. ittr'otttc lax ()l l')a) Pcr'
((nt. an irvcrag( l)r'()li( I()r state ett-
lcrpriscs ol- l !r lx r t crrt (as r percerrt-
;rgt'of fixcrl an(l ciit.ulalirg capilxl),
:rrrl :rrsrrrrrirrg rr,' lr,lirrrtrrr, rrt tlrx i.
It ri< <1, thcn l)rrly alxrrrt :10 l)('r(errl ()l

lol:ll I)r()fits r'(.rrrin\ li)r' tlivision bt'-
t\{r'( n enlcr l)r'is( s urrd localitics.
Si,)' r' (,rrcrl)ri\. \ .rrr' .rlt'r':rlv tel.ttlt-
rrlt .llx)trl :ll, Ix r'( ( rrl ,,1 t,rt.rl prrrlitr,
this will suhstilrtiallr rt'rluce tltc
srolrt lirl brr'glirrirrg ortr proit dt'-
lir r.r rcr lx t r ttn crrIr'r pli\i'\ .rlr( I llreir
srrpervisory lxxlit's.

-[):is is prcrisclr thc ol>je<tirc ol
tlr(' ncw I)r'()grarr. lh ilrlt-(xluritlg lt

Iirngc ()l taxcs :rn(l I( ( s lhnl rellect l()
sorrrc rlcgrt'< llrc s(ar(it\' raluc ()l
( r|',r.rl. llrt' srsl( llr ir rl('siArcrl l', ill-
trrxlrrtc a lrltlalr gr('ittct (legre(' (,1

atll()nlnli('ity-;ltl(l litil-tIess-l(, en-
I( r'l)r'isc tinxnccs. 'l ltis sltor.rlri r_edu< c
tll('s(()pe Ii)r l)argilinirg, k)r'ce cnlcr-
l)r'is( s t() rclf rr()r(' ()Ir th('ir ()ull el-
l.,r'l\. .tlrl rl.lkl' tlr''nr Irlrl\ t'( \pr,tl.i-
blt'Ior prolits drlr,l l()ss(s. In ils idral
Iirlrrr. the nc\r svst(rl sh()tlld re(ltr( ('

Ixal govcrnrrrt rrt irrtt rlilcttce irr clr-
lrr-l)!-ise rnirnirg( rtl( t ur)(l sirntrlla-
ll(.()lrsly gi!e llre (cnlr':rl l{()vertrnlell(
grellt( t c()trll.()l (,\('r lhc (livist)l) (,1'

r'( \'cDUes l)cl\\'('cll acr)ter arld lo(itl-
itr. ()l c()ursc. tlri\ i(lcal renrairrs lr

I rrrg uar oli.

A runauay expansion driae
,\ r rotlre I pr,rlrlr'rrr rr,t(lclrrrirritrll

Itcijirrg r rrrrrrlrrl r'\r'r' ( lll( tl,ri\es rs

!'llll:r\t lr\ iIrv('sln)r'lrt slxtrrling, thc
rrrr.rr,,irl.rlrlr rc\ult ,'l L l I iIrB l.r( l"r'it s

r( luin nr()r'(' ol tlreit' PIolrts. As Iirr-
t.igrr risitors (itrr lll(\1, (lhitta is eI:-

NaHe(l ir an i tttttttsc lr()rrsc-taising
(lIi\'(, rs l;(1()ri(s llrr()w tll) w(nkcl'
itl)irllrrerrls alld :rll( nrl)l l() lllilkc ul)
li,r' !cilr-s r)l'lrrslclitv irr otlrct arcas.
l'lr | \ i\ (lr irsirrg ( ( rrrt rt t, .t rr'1. gl.rs.-
.rrl(Irrl''||( \-.r\t.|\ Ir,,rrr 1rr,,j.r ts II i_

jirrg rltcnrs rn()r'(' irrrl)r)Itrnl. \()
lrrrgr.r' clisposirrg ()l llr( irlrestntenl
rr'5r,llr ( ( s it {)n('c.r)nlr()llc(l (lil-ectlv,
llrc c(ntrxl g{)\'('r'rlrrr( Irl ltas trot yct
(l(,riscd ary irrdir((l irlslrtrittcttls l()
rrrrrtrol lhc s('illc (,l illvt\llllclrt. As ll
r'( sult, investDl(Ir \l)r'rr(litlg drlring
tlr(. l).lst fi\e vCars ltar tcrr<lcd to cr-
I)lll|(l l)ev()nd thc s<ulc irrttrrtletl lr!
( cl|lr ;{l l)lalr,t('r'\.'lhis irlestrtrtrrt bingt lrlrs ltad lr

Ilurtbc!' ()l' hIr tlrllll r'l)trst tlrrcrtt'es, In
llr( liIsl l)la(c, thc r()tttlx'titiorr lirr
(()nsllr.l(1i()rr tllirl(Ii:lls lras lcd to cs-
( illill illll (()nsl rtr(,l i,,rr r ()sts. \! hilc t hc
slirlc hus d()nc itrl ,r(k(ltllllc .i()b i)l
k<r'Pirrg tlre li<l orr pr ir t irrtrt'asesIirr
( ()!t\ullrcI g(x)(ls, ( ost\ ol t ()rtstrttt -

ti()l hl\( riscrr ilt :lrr itttttrt:rl averagc
larc ol {) prrcettt sirrrt ll)7u. Irr 19112

tlr(' ctnlral ll()\cr'tttrr('rrt rvlls ltl)le l()
(r,l|rl)l(le onlt .17 ol t{(l largc crtlt-
\nu( lion Pr,,jcr rs s, lrrrltrlc,l li'r
rorrrpL:tion irr tltat lcar. largclr be-
( llusc ()l a()rtslr'u( lir)ll rtrilterial
\ll(,t lag('\.

,,\rr cvcn rttot c st t ir)rlJ c( )It:ic(llretl( (

ol llrc continuc<lcxllirrlsiorl is the fa( I

tllilt tll( statc is Iirrrr'rl to rrrnkc evcII
rlor'( (lr'itstic ilrv(slrrr(rrl (tlls whclt-
c\r'r'the sitrati()n lrl(hcs (r'iriis Pt-()-

l,()r'tir)Is. \l'e harr' .tlrcurlt' st'eIr lt(,w
tlri\ ()((lrrr-cd ll llr( cn(l ol l()It0. ln
llllt:| thc slllc is rrgairr tttakittg ex-
trit()r'(lilrar'\ clli)rts l(, rol:trttl tltt'
s( i)Pt' l)l irrrcstrnt'nt lrr ( ()rrlis(ating 1l

lx)r'ti{)ll ()l'cxlr:ll)tr(lgclarY funds
(l(x:ll g()verlrnrt'rll lirrr<ls lrt vonrl llei-
jirrg's reath), an(l l)y cltli)t(ing ir

slr'iIlgcDt syslcrr ()l llri()t'itics tr) guar-
lunl('(' (()rlstr-tr(li()Ir srrPPlics Iirr celr-
nul g()\(rnrrerrt Pr()jt'tts.'l-he treed
Irrr < orrtinue<l rir an)lti( irll('r\cIrli()Ils
irt llrt ct'onortrt < rt'llcs it \ i( i()tls a\,(lc
ol .rtlrrirristr.rtirt rrl. r'l( r( Il(r itl
$lrir lr.r r lint.rtr. r,l irrst.rl,rlitl ttr.rkc' it
irrr lt'irsingly <lilli< ull l() Ir()l(l (illitresc
(arr<l lirlt'ign) crrlcrl)r'isc\ icsP()nsil)le
I,,r tlrcit' (,kt! rlcrrsrotrr. Sitt(r itll-
;rortirrg ir ,,ttc ol tlr( li'\1 rrrr'.rs iIr
\1lI('lr tll. (entr.rl g,,rcIlrtrtcttt tet.rittr
a higlr dcgrec ol r r)!ltr()1, tlrc tclrrpta-
tion is strong li)r' 1h. g()\'( rnnlent l()
Ir.\rri( r illrln,r'ls ,rl r.rIit.rl grxrds irr
()xlcr'to hold (l()wIr Ill('r)vct-llll scale

(,1 il\(.stn('nt. fhis is rltrlrtrlrttrllT a

lactor hclrin<l tlrt l,s lcvcl ol (,hi-
rrcst ir:rlxrrls irt tlrr'p:rst lt'* reat's
.rrrrl gr.rrrt , r r ' ( r r r r l r r I . l I I r I r r ,'l l,,r cigr r

cxr lrarrgt' t <'scrvt's :rlrro:trl.
I'r'oslxr ts Iirr ilrr inttrl( (lirrlc ('hllrlgc

in tlrissillrirti()D ilr'( n()l g(,(xl. lrr lll(1,
(llrirr:r's rrlrilitr lo (()Irlrr)l ittrt'sltttetrt
hrrs rrlrtavs bcclr rltritc lirrrilcrl alrd the
r cr ( !lr linitn('ial rrli)r llr\ lt,l\c 1)nl\
irrlrllllulr(l lhllt (r)rrlrol. \\'lrilc thc
r'('girrc \() Iar'has alrsorlxtl rrtrrth ()l
tlrc llu( tllati()rr irt ittrt'sltttt trl tle-
ullr(l l)! .ut t ing l)irr k r ctrt t rtl govcru-
rrrr'llt invcslnrcnl, il .(,ul(l itlril :ls t{cll
t'(slIi{Iil(('css to lir:lrrrr i.rl rcs( )tlI ( es

tlllrl tllc ir)(lusllial rr'lor ttrs (,Iigirrallr
lx storr'c<l on ('rrl( r l)l i\( s.

Seehing "basic" price stability
I;rrrtlrtr' progrcss irr irt<ltrsttiirl re_

li,r rrrr rltlrctr,lr , rrrr i.rllr rrpurt (.lri-
nir's ;ll)ility l() ()lt rlt:ttrl ils (list()lted
pri<c ststt'nr. Sottrc littritcrl plogless
hlrs lrt,< rr lrra<le irr llris (lir'('.lii)Il in tltc

I)il\l Ir\( rcilrs, lxrtlr tlrr'otrglt tltc ad-
jrr.trrrcrrt ol plilrrl(rl I)ri(c\ ln(l b\
:rlkrsirrg rrrat-kct Iirrt t s :r grc.rtcr Iole
in \(.tliilg priIcs. Ilttt it ttrrrsl b< said
llrlt lllc (listan.c lr.l\'( lc(l r() lur' is a

srrr:rll lr:rrtion ol tlrc <lirtarrcc tltat
r(.rrlirs. ( llli cs( itrrlrrstry srrlli'ts
Irorrr tlrc Lrng-ltrrrr urr(l(,'r'nlrlati()Il
r)l nr(,sl l)asic law rrratcr iuls. ittt lttding
Iixxlgr:rirrs. lhis girts prrxtsrilrg in-
rlrrsrr ils altiIi< iallr lrigh lcrt'ls ol
l)r r)fil l.\r'ntuall\. tllc g()\( I'nttretrt
rtill llu\(' l() raisc lh( l)ri((' ()[ !'nrr

rrlt(,r'i ls crt()tlglr ro PIo\,itlc sonlt'
r(lulll ()r (aljilal irt llt()s( s(rl()rs (al

Itlrst srrll-icicnt to ptovirlc lirr le-
lrlacrrrcrrt in\t'sllrrr'rll), lrtl(l t'atse
s'.rgr'. :rrrrl llrc r.rlr'' Ir i, r's ,,1 lr:r.l
lixxlgIairrs l() r'((ltl(c llrt. nrassi\e
\ul)si(li( !' Itlil( hc(l to gr:ritt t ottsltmp-
rir)n. Iht t(xr-r:rpi(l str'Ps iIr tlris tlircc-
riorr roukl igrritc strious ittllation.
iln(l llr(.r1'girle is Ioirtlrr'trr lll)sct tlte
"l)l\i( stil)ililv ()l ('()rslttrl( t' l)riccs.

I)rrlirrg tl:c l)asl livc \'( ilr's, l)litttned
l)ri((s ()l's(nnc ()l lhr llx)st scri()usl\
lllt(l( r \ illlrcd (r)nlIrr)(liti(s ltalt been
l(ljlr\tc(l ul)\1:lr'(1, ittr lrrrlirrg coal.
irrrrr. tirrrlx'r. an(l (lllt()Ir ( l()lll. ,\t tlle
siltlr(. lirrc, pri((s ()[ rrr:l(hitlcrl'an(l
r()It(. ( ()nsurIlcr' (hl! irl)l(s cilhcr h 1'e

lx'tn sct krwer. ()r illl()wcd l() Il()al
<lo* rru alrl in reslx)ttsc l() ( x( ess stlP-
plr'. \\'lrilt these I)t'i(c x{ljusllttents
lr.rrt rcrlrrr crl tlx l)I'r,lrt trt.rrgirr. f,,r
rl,rrtrrstrr'.rlr pr',xhtrcr.. Ilr( ! re,rr,rirr
wrxlrrllv inatletgulrl( t() rei()lvc lhe
ull(l('rl]irlg lllr(lcrvilltlitli{rll (,1 Iau'
urirt( r-ials. -l he (lhirrtsc lirlly recog-
Ili/c llris l)r()bkrrl, arr(l arc itl the
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nri(lsr (,1 ( ()llrl)utin!i l Iirll sct ()l r!('r!
l)ri((s {,n lllc bilsis ()l ar ll{lsc(t{,r
i r r I ) r r I - 1 r I r t I ) r r I tahl('(()nrl)ilc(l (liltirrg
l1llt2. (;urr(nt plartr tall Ii,r'tlrc irrr-

1 
r I r ' r r r r ' r r t . r t i r , r r ,rl .r r olrrpr t lrcrrrirl
\llg(. irtr(l l)r'i.c rcli)r'rn irr scrcr';rl
\l.rg! \. InN\il,l\ lregirrnirrg irr IltXi

Irr sorut r rscs tltc g()\cr'tltl('rt l)lls
rrscrl tlrc lrowcr ol taxaliorr to torr:-
lx.r\lltc li)r its seenrirrg lx)wcrlcss-
n( ss r,r'('r l)ri.es. In the sPar c ()I lr lcw
llt()ll l lr\. thc 8()\ernrrrcnt r('(luar'(l
sIl(.,i t:t\(.s (,n sclcl.al ilcnrs in slrot'l
srrpplr, srrch lrs soalr atrrl rrrilk l)()tr-
rk r. tlrrrr ilrr rr'.rsirrg pr,,lrt rrr.rrgirr.
irn(l \r ir)ruluting {)utput. Sinrilarl\,
lJ\( \ r!r'r'r' r'.ri.r',1 ,,rr s,rttrt itcttrs itt
r.xr r'ss srrlrplr, slrah as lul(,nr{)l)il(,
lirc\. r\l\(' irr nri(l-l{)tl:}, a a)ll lx'r((rrt
lir\ sur(hiuge $:ls intlx)sc(l r)r Iir(-
tolics l)uIIliDg .rlr(le (,il in irrrlrrstlial
Irrlrr:rct s- A li lr rrr()ntlrs lller. ir lillu( -

l(l(l(11 l,lr wirs substitul((l lirl tlx lor-
rr('r'\lll(s lax il se\'( ral irr<ltrsllics.
irr lrrrlirrg lgr i( ultur':ll inrplcrrrtrrts,
bi< rr lt.s. lrrrrl sr.rving nrat hirx s, a rhilt
(l( sigrrc(l t() clitrlir)ate rLrtthlt trrx-
rti()ll:rtl(l cr)(()ur-irgc sPcr'ia li,, at iorr
lrrr<l r oolx'r-ation in the Plrrltrctiorr ol
tlrc\r ilcrrr\. lhese changr:s rcllc<t a

rc\ \r,phisti(:rtirrr, url(l u tvillirrgn(\\
lrr tlrl g,'tcrrrrrrr'rrt tr, rl:\( "( r or.'rr,l
lr.\'(.r's t() ( ()ntr'()l asl)c( ts o! irrlrrs-
rli:rI l)rrxlrrcti()rr thal irr'( r'cllli\'( ly
(ic(cnlrlli/cd and cl()sely lirrkcrl to
( ()tlSur ('t' Ilillkels

Lettins narhels do lheir job
.{lrotlrt r' 1rr'oltrisittgdcrcloplttt rtt is

(ilrirr,r'r grc.rtcr *illingrrcrs t() lct ll('
tt,rirr scll l)r'(xlu(ts rxr llrcir' (,lrr.
l lris is lx girrrring l() li)r( r' l)r'o(lu( cr'\
l0 luli.( l st riorrs Lxrk at \llrirr tlrc
rl;lrI(l ri'irnts, ls ()Ppr)sc(l t() \rlr:rl
plrrrrrrt,r's rranl. '['ht- prat tir c ol "st-
It.r tirt ltrr< lrasirg is (hc rrrcr lrtrrisrr
lrrirrgirrg lurtorics itr rlrset torrlr
nillr rnillkcls- llcgurr irr l1)71). arr<l

c\llrn(lc(l nrli()n$idc in Mat l1)li0.
st lcr tilc prrrthasirtg rclc.rsts tlrt'
l\lirrisrrr ol (lrrun:eltt lrorrr tlrc olr-
ligatiorr to brrv tlrt, crtirc ()ull)ut ol :l
gircrr Ilrrtorr. Irtstclttl, torrrrrrt'rrial
lll)ir\ r,nl\ I)ur(has(] the (llrantir\ (,1

ourl)ur rh:rt thc\ -iu(lgc to lrc salcablt..
'l'lrc cn tcr pr ise is I hert [r ec l ( ) nrlr k( l
r)lr ils.)\\n llrc oull)ul thlrl r(,rrnrcr.
r ial rrrrits lrart rlcclincd to l)rrralrirs(,.
l.\cIl Ii)t l)r'()(lu(ls in gr'(.al (lcllriul(l
thill ( (,rrnr( r('ial ()r'Harts usc(l l() l)uy
rr1r. lirr tolit,s have gcne,rally' ht'<.rr lclt
r snrall lx r(cnt.rge (t,!pi(all\ :t 5 lx r-
((.rt) ()l lh('ir ()ulpul l() rrirrk(.1 (,tl
lhcir r^rrr. All sales are sul)posc(l t()
lx. nrl(lt nl tlrt' ofli<ial stalc I)r'i((.s.

th(,ugh fact()rie\ thlrl sell (nr tlrclr'
orr'n terr r'ollctt tlrt llrokslrl<' atr<l
rlt.rrl rrrullrrp.. li\ l!xl (lir(rl lir(-
l()r\ :rrles l(( ()urrt(tl Ii)r' 11.2 I)cr'{ ('rlt
r)l l()tal rctail sllr\. ( ;( )l|si(l('r'ir g tllnt
husir Iixrd [)r'(xhr( ls :rr ( ()llrt li)r' ()i('r
halI of lctail sal(s, this is a largc

l)r'()p(,r'li()rr ()l irrtlrrstlial ((,nsunrcr
g(xxls ()utPul.

'l lr t' nrarkctirrg ol yrrrxltrr'cr'gtxrtls
is rnore r rlntplic:rlt'rl. l'irI a krrrg tir:rc,
lotal goverrtrnetrts lrart rlisposc<l ol a

In)r-li()n ()l' J)r'(xllr((r g(xxls ()ltIl)tlt
nithorrt going tllr()rrglr (cnlrul l)larr-

lrillg lgencies. Irr tlrt ras<' ()l prrxl-
lr( ts like (()rl, (('nl( nt. lln(l ir()tl. tlle
I)r()p()rli{)n l,l (,trtPrrt lrD(l(r l()(ul
( ()nlr()l is ()ier a)0 Ix,r'{ cr)t. illld slill
rising. l'()r- nrarrv ol thcsr' pr'rxltrcts,

lrrorirrces havc thc irrrtlr0r'it! t|) stt
within-provirrt c l)r'i((.s, lnd l()r
s('ar'( c pr(xhlcls, tllcsc l)r i( ( s h:l\e
l>ccn highcr in gcnt.ral lllxn ( ('nlrallv
scl pri(es, th()uglr <;tralitv is usually
lowcr. Folkrwilrg tlrt intrrxlrrction of
thc pr()fit-ret('nli()ll s!\lcurs. cnter'-

PIises incrcasirrglv havt' lrt crr alkrucd
l() nrilrket their ;rlx)11.-l)lilr (,llll)ut. il
tlrrt c:ln arIIng( irrlrrrtr thernseh'es,

and s()rlctirrlCs a lr':rr'ti(,n ol in-plan
()ull)ul. ils wcll. lhis has tele:rseri a

largc rlrrar:titr ol prrxltrccl goods
frorr llrc torrtrol ()l ((tltrirl l)lanners.
]\laterials Irorrr lroth tlrt'se sottrces
Ilorr irrto tlrrari-rrrarkcts in whictr
nlllterials atc solrl, r)r nl()re c()lll-
nrrrrrlv hlrrtcltrl, at rclulive prices
that c()Dr('sul)sl:lrrlially cLrscr to rvhat
a frec nralkct nlighl (li( tatc than tlle
sl al('-s('l [)fi( ( s.

()nt, ol tlrr' nr(,sl l)r(|nrirtcnt of thc
qursi-rr:rrkct\ is lh( l)arlc!-trilde be-
lweerr l)r'()\'ill((s. lltc province of
Shanxi. (lhin.r's largest <oal pro-
du(er. ({}rtlril)lrl.s t;0 Irlilli()n t(,ns oI
('()ll arrDulrll\ lr, llrc slillc's irll()calioIl
s\sren). l)ut .rlso <lislxrst's of att addi-
tional I0 nrilliorr t(,ns:rb{)\'c:rn(l })r-
rrrrrl itr ,,r.rr rrccrls. I-lrir r o,rl is

swllpp((l trillr (r)irslal ;rr(l s()uthcrD
agri(ultrrrill l)r'rrvirtr.(s lirr grain, a()n-
sutnrt g(x)(ls, arr<l soPlrislicated nra-
(hincr], xn(l l( rhtli(lrl a(lvice.

'I hc r< rrtrel nlrlll(,r itics re[Jard this
lrxdc !ritll urll,ivirlcn('c. It is legal,
and in sortl(' r'c\lx(ts enc()tlraged!
but tlle authr)r-ilics lr\ l() ensure that
tr:rnseati()lls tlrkc Plirr c al stale-sel
pri(cs. llc(ilusc tlrtsc thotrsands oI
ilrrrrrgc tctlls;lr'a lalgclv t ( )luntan,
lror^r'rcr. iur(l r ( rrtr.rl .ttrthr'rilics
have no wat't(, rrr()t)it(,1'tllenr, this
iDietlti()n is illDl()st ccrlainly frus-
traled. Sincc nri(l-11)8:'|, Beijing Itas
rerlrublerl ils (llillts r() stop large
ceDlrally Iull ('Ill( rl)riscs I'r()nr divert-
ing rrrat<r'iirls l(, (lrritsi-nrarkets at
pri(es high('r lllln lh(' ()lli(iallv sel
prices. 'lhis is rrne par't of the canr-
p:rigrr to k<,cp lrigh-pr iolitt' < ortstr uc-
ti()n Dratcriirls lr orr bcirg tlivel ted to
lorv-prior-itr lrrojct ts.

'l he quasi-rrrarkcts, Ileijing be-
lie\'cs, ill(. nls() lggr':lrutirrg the state's
bu<lgct rt'isis.'lhis is betause large-
scalc ('nlcr'l)r'is( s, wltir'h turn over lhe
nl()sl pr-r,lits l() lhc (cnlral Eoverrr-
rrent, lr'(. lolct'rl to l>try higher-
priced grxxls (,n (luasi-nrarkets ea('h
tirnt lhc slntc slrl)l)lv systcnl breaks
do*rr. llrr:, is Prcristlr whdt r{'orI ics
(entrll I)lilrrcrs: Il sttPPlies are not
guatarn(e('(1, llt. ( ountrv s largest en-
telptiscs 11ill crl)cIicr)(c risinB c()s(s
thal uill r'('(lu(('tllc I)r'()lils the slate
s() dcsl)cr:ltcl) Icc(ls. IDdeed, the to-
lal arnount ol krsst s in industrial err-
lerpriscs llxs rrrrr:lirr((l rottghly con-
staflt sin.c l1)7u. at irrountl .1 billiorr
per yca!. I\rt wlrcleas in 1978 over
half ol thest' lossts act'r-ued to inef-
ficient rrrlal stt cl and l'ertilizer plan(s
that har\'c n()w br.,r) strut d()wn, t()-
dav's losscs rrc lx)rtlc bt'f<rrnrerll'
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Hou much hus really
cha,nged since 1978? The
c |untr)'s irtdu,.s lr i u l, s}.s t em
(ertainl) remtins zu?ahl)
plunned, u,tl ouPnuhelm-
ingly bureaucrati(. F0c-
torie.s are .still nn.st lihely to
Itain ''ercnomic result.s" by

curming fauor wilh their
supcriors. Yet it uould be

'unrealistic to cxpcct such be-

haaior to disappcrtr in onLy

Jiut war.s. Whal i.s most .sig-
nificant i.s tfuil the reform
tnouemef.l hos heen sus-
tuirted lor fiue \?ur.\ dcspile
succeeding tl,aucs o.f neu
probLems.



l)!()lilal)l('luttories (:rnd rrc$ ly cslab-
li\lr(\l lri l,,ris.) lrit hv lisirrg r ostr

'llris trisis is hcatitrg up r l()I)g-
Iunning (l('l)lrlc ()\'er tl)c r()lc ()l'
largc-sr'alc entcrplises in thc irrrltrs-
lri;rl Icli)r'rD pr'()ccss. (lhirtcsc irr(llrs-
1r'\' is nritt kcd l)! a l)r()Ir()utr('r(l (ltrrllis-
li( slIu('lurc. While 2.200 "kt r-
Prlint" Iirttrrlics a((()unt li)r il lhird
ol gloss ()lrlput and sliglrtly trott'
llraIr hilll ()l .lll pr'()fits aD(l lxx(s, :l
rrclc 1)7 trrtclpriscs x(c()tlnt Ii)r' l5
lx r{ ( lll ol Ilr( l,r'(,lits,rrtrl t.rrt r rk lir_
t r't rl to t hc st atc br.rdgcl. l lrldcr th( s('

t ir r rrrrrsllrlr cs, sorne 1>lanlrcrs alrpar-
,,rrtlr ,rrr' l(rrl)lrrl l(, trglrtl'rr tlrcir
grip orcl thc giunt cnlerl)I-isc\ t() it:'-
rrrc lrrrrlgctarv sohertcr'. wlti[ 1x'r-
rrittirrg rclirrnrs to go Iiluarrl in tlrc
vxstlv n)(,r(' rllnrcr()lls srrtall att<l tttt -

(lillnr-si/c(l cntcrprises. As ol latt
I1)8:J, J)llrDn('rs hxvc at lcnsl l( rrrlx)-
r':rr-ily srrccrrrDbe<l t() lllis tcrnl)luti()r).

Irr tlrc lorrg rrrrr, h()rr('vcr, it will lx'
irnposrilrlt to prrx'eed rilh a r'< lirrnt
l)r'()gr':rn) thill splil5 thc in(luslr i:ll s\'s-

lcrl iDl() tr!(, se(l()rs. ils llr( rc rlI('
sirrrlrlr trxr nrarrv lirrks l:rctrrt'ett tlrc
rrLo \r..'tor-s ltlrt ;r\ ;r sh()rt-I'llrr :'lIitl-
(,.11. liHlrlcriDl{ disciplirtc rtvtt' tlrc
largc-sr alc stal(' sc('l()r' nla\ in(l(( (l

pr,rrirlr' .r "lrlirlgr" lrr tr'rtrr (.lrirrrr'.
lirlrr:cr rtrrt rallt' planntd ccortolrrt,
:r t: <l a ftrlrrlt' nrarket-or'ictttctl
(\'r)rr)Dl)"

Rctrrlrrirrg to the oligirral (llr( slir)Ir:
llorl rrrrrch lras lcallv rhangt'tl sinr'c
l1)7ur 'llrc a()lrDtr\"s irttlustr'r r< r-
llrirrlr rrrr:airrs rveaklr' 1>llrrrrrcrl, :rrr<l

rxtrl hclrr:irrglr hulcarl( r'irli.. Irr(li-
ritlrr:rl I:rr tolies are still rIn)st lik('l\ li)
attain 'rrononrit resulls lrt rrtltt-
irrg l.rrrrr rritlr IIrcir- :'ul)cli()r'\. rrh()
r( lhrl(.rll\ .rrr'.r. lrL('lr l', llrt!.rIl ilrr-
tiillivc il5 lr) r(1!lld it. Arrtl a Ilrctott'
llrrl (l(x.s rrr,t wish l{} l)iirliail)irl( in il

;xrtl'rrtr.rllr llrrlilcrlitrg,'r,rrrln lrlrr'r'
(,nvirr)nr)rcnl slill Ilas ar)rlrc l)trr'(illr'
( r'liti( ll()()ks irr(l .rarlni('s itt \\ltit lr to
lr irlc.

'\it it rvoukl bc trnrcalistit to cr-
pc( I su( ll lrrrr<lanrerrlul bchuriolal
( lIlr:r( t('r'ist i(s l() (lisuplxir' (llrlir)l{
orrlr Iirr rcurs. \\'hal is Irl()\t \iglrilr-
(:rrrl is tl)ill thc lclirrtn ID()\'(Irl( rrl lr:l\
lxt.lr srrst:rinrd Ior filc rcars, arrrl tlrc
lt's1xrrsr.ol tlrt' rcginrc to stt< < cttlittg
r!ir\'( s r)l r( i! I)r'()l)lrnls h:l:' tl()l l)c( Il
lr) irl)irn(l()rr lhc r-eli)r'Irl Ptrxtss. Itt-
sl(.x(1, inrlx)r'llrnt rtew r(,lcs ltrl Ittat-
k.r llrr r'r lrrrrc lrrtrr [,rrrrrrl, ;r rrr:rir,r
Iiniur( ilrl (le(ctrtrilliltli()tt ltiis .!( -
(urr'((1, lll(l slel)s l()\{ilr'(l lr rILI( :rl)-
p|0Priatt. l)r'i('c svslcDl hlrvt lxcrr
r:rLlrr II rhr.(lhint'sc are ablc to lrtriltl

ul)(rt these:t(hievcn)('llts irl(l n( (el-
(t:rte the Patt' ()l' rtlirlnr, we nrav
begirr t. rer Irrr<l.rrrctttlrl r'lt.rrrgcs irt
lhe bchavi()r of Olrina s trlirrlitgers
.rrrrl rr,,r'kelr. Blrr il rlrc P.rr c rlorrs, it
will Prolulrlr lx ftrllru'r'rl lr rlr:rrIr:rtir
i-('slri('li()ns r)n invt'strrK ttt. rvhich will
l)alnllze the rcli)r-rrl l)r'(x(ss li)r t
Lrrrg tinte to rrrntc. t

v thc nrid-11)71)s (ihina
(()ul(l n() Lrrrgt,r' allirxl to
ignore its rn()urrlirrg lrl)()r-
pr-oblcrrrs. r\ (l( ( xdc-l()!rg

lxrlicv ol t'xtr-ernc:ru\t( r'it\ llil(l ill)r)l-
islrtrl all irr<crrtirt l);r\ rn(l lc(l t() ir

srrlrstarrtial<let lit tt itr wltgc lcrt ls, atr<l
( r)l)slrtrtrr g(xxls r,trlair((l rlti()tt(\l
itlr(l ilt vcr-y sll()r-l sul)l)l\'. Qrrlltrrs arrd
()tlrcl l(x)ls ol Irrbol rlisriplirrc hirrl
Iilllcn ill() (lisu5c. {,r clsc lrrr<l lx'err
.rl',,lrslrlrl ,,lrr iAlrr Rul{ \ r cg.rr r lir rg

l:rlrol rlisciPlinc olttrr sclrt rrrrtn-
lirrtcrl lx r)t:rnilg( r\ I(.rIIlrl r)l tlrc
l"rlirrr.rl , ,'n\r''llr('ni r'\ "l Ilrrlr\lrrA
rrrt rrrbcls ol llrc sr rr lirrg r llrss. Slotlr-
lrrl rr'olk, prxrl r;rr.rlin, .rrrrl lriglr r:rtes
ol lrbsetttecisnr lrt'r'lrnrt, tlrt rrolnral
.l.rtr' r'l .rllirir\. 'l lr, g, rr, r.rl rrrrrl.ri't
sPillr'<l ovcl irrlo lr rDirri-wavc o['
\rt iL( \ irr 11175. I lr, st r ikcs il
lllngrll()u r{cIc sr) lir,'gr tlrirt thc
:lrrry rrils c:rllc(l orrl ll, rcslotc ()rticr.

Sc!cral rratiorral lt arlcr r, rrotalrlr
llrorr l-rrl:ri rn(l I)cng Xirro;rirrg. lr;xi
lrg(.(l l)irsi( t lrirngcs irr plcrailirrg la-
lror arrtl rr'agt' lx)li( irs lr()rrr llr. (:rll\
l1)70s. but it rr \ rol lrtllil irlt.r tllc
rlt.atlr oI l\lir() Il]ur lll( v ( ()lll(l l)ut
tlreir i<lcas into lrrar'tirc. liin(c tlrilt
tiurc, in(luslr irl wlg(\ lll\1 r is( rr ( ()rr-

si(lcrill)l), irrct'rrtiTr' p:rr llrs lrt t rr r t -

st()i'c(1, and lalrol rlist iPlirrc crr I rl( r'rl
rlr(,rr' \'il{',r1'lr\l\. l lrr.r' u.rgr' .rrrrI irr-
( cnlivc lx)licic\ r'( l)r( scrrl rr()l s()

ttrrrr'h arr innovalirr rclolrrr ol thc
( ;h incsc s\ slcnr il\ ;t r1 \tr )t ;rr i( )n ( )l l l)c

PIirttirts oI thc carlr I1l{i0r, r|irlclr

Rant Naughlut i.\ .ls\itldnt prof?ssor of
?conol i.\ I thl I' irvrsil\ of Oregon.
Il( ht\ r?(c\llt vt r rd liofit d yar ol'
resktr.h ot1 lh. inlu.\lrtol pla ni g dnd

nog?ttt l st\lttn in (:hina, ho.ttcd,ttL
ll uhan l 'tn', t.tttt. l ht.t ttnr:ltt ht is
l&(hing e.ot|l( o tht p(ov)m\ of
Chirut at lfub Ltniu'rsitt.

Andrew G. Walder

deerrrrrl to lrart lrtt tr t'clillivelr stl(-
r errlrrl. Il.rs, rl ,,1 Pt.rr ti,,rl crptri-
err(c Illll(r llr n i(l.(tl()gi(al Pre-
s(!'il)ti{)tls, rll(\( r)($ (1)r ralher'. r)l(l)
polirits:rrc rlt.sigrrt-rl to nlecl lhc Iil-
hor'plolrlctrrs ltcarl-orr. Arrtl as in thc
l1)(i0s, th(s( lx)li(ics lrir\t. cletled
tlteir' ()wll sct i)l l)rr)l)lctrrs.

No wage intreases lor I I years
(lhirra s r llr r( rrt lirl)()r- prtrblcrtts

\t( rl l't'orr,r l,,rr,l .rrrrl 'rrstlrrtr(rl llll ilt
Icll rr'irg(,s.rlrcr l1)li l. llll(l ll)e l()litl
ebolitiorr ol irrrcrrtirt.par in thc de-
r .t(L. .rlrr.r l lll'l' \\ "rtA||l,rll\ r \ i.-
rrgr',1 irr tlrr' r r l i , l . l ( 

l :'' l l \ . (.lrltl.r'. itl.
du\tri;rl \i)l'k(r's rrclc to bt paid
acr oxlilrg l();tlr cighl-gIu(ie s(alc,
itilll ririscr' lol srrlrst:rlrtilrl rttlDlbct's ()f
rlt'scr'r'irrg w()r'k{ rs ( v( r'! l\!r)-thre('
ycar-s (lur'irg r[rli()rrlrl "wagt Iea(l-
jrrstrrt rrts. ll\ I1l5ll. rrr:rIr\' (jhilrese

It.arlcrs, :rrrrl < sp< < ilrllT IIao. rlcci<letl
lhul llll)irIl \\'orkcls shr)trl(l t)()l IC-
cci\'c in( r( irs( (l l)u\
\r'ils srrII)ltrs lirlx rt'

krrrg as lhere
the cc()n()tll\.

l-his yxrlirr !rir\ (rli)r'(c(l (hrring tlrc
dcaa(l. ol r'.nriukirl)k ltl\tcr-itv th:lt
bcgiln \r'itlr lhc (:lllllrill Re\'olutirrrr
in l1l(;li. I lrr.rr. $r'r't llr) l)erli)r-
nrlrr('('-r( lal( (l r!itg( r'txdjustrlrenls
lirnr I llliit to l1)77.

'l lrr,(.ll(.ts ()l llris llusl( l'ily llIC.iust
bccorrrirtg ( l("i r r'. Rc('cIrllI lrleas..l
( lrirr.\(. \lirlislrr s sllos .r tlttlilre itr
tllc il\'( Llg( :lllnll:rl \lillr indtrstrial
segc, Ilottt rli( lx:rk {,1 Y7.1 I in I0{;'1
to !(ill2 irr l!)77.'llris r'(l)Icserrts it

Linhing pay and perfonnarrce has created new
problems for managernent.

Rice Bowl Reforms
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rl(,rri ill (lecline ()f l5 percenl. ilnd a
dcrlint, irr rcal wages of 20 percerrt
altcr a(ljusling Ibr inllation. Br l1)77
tllc a!cragc state-se((or intlrrstrial
wagc. ifi ( ()nstant plices, had
droppc<l so Iilr th:rt it was lower lhan
it lrird hr'crr .r (luirrt( r ('entur'\ c.rllict',
irr lill2. \{irrkcrs ropcd hr prrttilrg
rn{rrc Ianrily nrcDrhers t() w(,r'k, but
srrr h Plol,,ltgcrl ilu\lerit) t(x)k a tcrt i-
l)lc t()ll ()ll nrotivrtion.

'l'hc abolition of rnonthly pro<iuc-
ti()n l)()nuscs trorn 19ti6 to 1977
c()nrln)urrdc(l the problelr. Irrste:rrl
ol bonuscs, w()rkers were paid il
rrrorrtlrlr' "supplementary wagc"
cgrral to the avcrage monthh b()nus
ol pr'ior'r'eals. It rrits conrpletely un-
r ('late(l t() rror k pr f<rrmanr-e ot al-
len(l:rn('c. l\irlkcrs hired aliet ll)(i{;
(lid r{,t l{( l lhis supplenrent, an(l this
ctii'< tivt.ll Irweretl the average wugc
oJ tltc Ioungcr generati()n l)y an
arttounl cqual l() (,nc pay gra(lc.

Slack nrarragenrent practices w()rs-
('rrc(l lhc sitr.rirli()n. Virtually all labor'
rrilrllrg(.rr('n l ilnd suPeNision systcnrs
rrt t'r'.rlr,lislrt'rl r\ "(irPitrli\l (luIi||A
tlrr (.trlttual Rr'rr'lrrtiorr. :ln(l tlr(ir
r(sl()lati(nr xas rcsistccl tllr()ugll tllc
nrirl- l {170s. Sclling quotas. insp(,(t-
irrX utrk. .lrrl lcepirrg pr,,drttiorr
slnlis(i( s-iI such thirrgs \r'erc (l()nc
lut lll-wcr( tolert efforts. Rrrlcs
slxrilting punishnrent and fincs f()r
xl)s(.llt('( isn), lclrving the w()rk lx)st,
irn(l lailing l() rncet (lu()tls tlenl un-
cIlli)r'( (.(l-n()t ()nlv heaausc llrcrc
wcr-t rro irrspct tiorl systefits t(, (lcl('('l
lhis kin(l ()l hchavior. but also bc-
(llus( nr:lDrl{('rs *cre alrili(l l(, lx
.cnsu!((l Ii)r' sul)pr'cssirrg lllc \r()rk-
ir rg r luss. '

Remoline lhe Political Stigmo
(:hiril s In)sl-Ila() lea<ieIshiP aP-

lrloatlrctl rll(' l)r'()blenr rvith a rlcar
s<'rrrc ol ils rattses. and Nitlr ir

s lrlligh t li )r'tr ila(l pt'escril)ti()o: R(-
rtr)r(. llr(. l,l'acti('es that hurl oIltt'
I)r'()vc(l ( lli't tivc. Sin<e l{)77 two rr;r-

.jol rvagc :rrljrrstnrcrrts, nrrrl orrc rnirror
orrr., lravt'givcr wagc increasr.s to llli
lx.r'(crt ()l (llrina's irrdustr.ial lalrol
Ii rr r r'. llrr':rrr'r:rgr'.rrnrr.rl u.rgr. rl
slirl(,. r1( r'l)r'is(.s hird r-iscrr IIonrY{ill2
itr 11177 to Yttl-r! itt l()81-a noruirral
irrtrtast ol lli y>crcertt rn(i x lr-al
irrtrcrrst' ol 20 l)cr(clt in orrlr lorrr
\'( :ll s.

l lrc littk lx t rr t't-n prlr :rn(l l)cr li)r rr-
arrtr' is bt inLI r('sl()!r(1, :ls rrell. l_lr<.

lllosl r-( a( nl r'(itd jusltnenMtil(l(. :ltl
('llorI t(, li('taises to eralttations ol
rvor'kcr' 1x'rlirr'rrtartce- l\lonthh arr<l

ye:rrly production bonuses also have
beerr widely revived. By l9ttl, l 7 per-
ccnt o[ the national wage bill was
pai(l (,ut as produclion bortuses, u1r

lronr zero only five years belirre.
'llrtse rlrangcs re{le(( lhc growutll
p()liti( xl prcssure oD lnanager:i t() re-
\4:lrd good performan(e. Managers
lravc bcgun restoring qu(nas, sh(!p-
ILxrr inspcctions, and stalistics. And
thc p()liti.al stigma attached earlicr
t() pr()du( tivity is gdre.

A nrore innovative reft)rm-dis-
(ussed in the early 1960s but never
wi<lcly inrpleurenred-was [irst
adopted in 1978, when large-scalc
eDterpriscs began to be allowed to
relain ir percentage ()f their above-
t;rrget profit frrr the br>nus fun<|.'l his
reli)rrn (reated larger bonuses and
titrl tlrcnr lo in('reased lrrrrlrr< tiritl
M.rnagr-rs werr- alsrr alLru'erl t<r rtt:rirr
per(entages oI above-target prolit
Iirr rcnovating their nrachincry ()r cx-
parrding capacity. Both ol- thesc
Iirn<ls rise and Iall wilh Iil('l()ry's
profit. urrtl are designe(l lo giv('lr()th
rrirnirl{(.I's Jnd wr'rk( rs ( llll:tlr('e(l ir-
(enti\es Iilr productivitl. Sin(e l1)ltl
rrrost ol Clrina's large and nrcdiurn-
sircd enterprises have usetl a f()rtl) ()f
this s('hcnlc. This svsleor g()cs far bc-
\'()r(l whal was perD)ilted in thc
ll)ltl)\ wlrer entcI,pI,iscr (lIeri' rhcil
bonrrs funds as a hxed percerrtage ol
rhc r,vage bill (generall) {i-1} lx'r'(etlt,
(l(.1)en(lirrg {)n the industlv). ll lhe
I:lcl()r'y nret ils targels, lrl)rrrrst's wcre

paid in fixed amounts, regardless of
the degree of plar, (>verfullillment, or
lhe actual pro6t attained. Whatever
proht the facton did make was rerrrir-
ted to the state.

The productivity enigma
Dcspite the rtew ltlcasures, how-

cvrr, labor pr()du(tivily has yet lo
sh()w a nlarked intproverlcnt. I'er-
workcr produclivity ir slatc indus-
tlial enterprises int reascd only 6.5
l)c!.cnt during 1978-81 in tcrms ol'
((nlslanl d()llars, arrrl virtrralll all of
rhis in('rease (arDe in l{)711. l,alx)r
I)rr'(lu( tirit) artrrally rktlintrl il
l(llll and did so in l0 of l5 in<lus-
lrics-mosl n()tablv in rla(hine
l)uil(ling aDd pet.()leurr. wherc thc
(lc( line approaclred l0 I)et(ent.
Whcn one (onsiders tha( workers'
Ic l r{ages increased 20 I)ercellt ()\'er
thc sarre period. it is.leal tllar in(lus-
try is getting less ()ulpur pcr'lalx,r
dollar than befrrrc the rc[rrrrus. -I-he

<lecline in heavy inrlrrstrial output,
lrtr ex:rrrrplc, plrsl)c(l l:rhi,r' l)r rxlu('ti\'-
itl'Iigur_es d()wrr arr(l nra,1' havc
nraske(l s()Drc inrpr-ovc<l worker pcr-
Iirlnrance, brrt it is equalll .lcar (hat
.rtr!' ul)$':rt'd lt'r,rr(l irr I]r(xlu(ti\il] i\
r()t vct nteasural)lc.

Nonstatistical er'i(lel( c rr'\'('als it
s irrr ila rlt rnixetl picturt. llruigre
s','r'k,r's irrterricu'r'rl l,r tlris,rrrtlr,rt irt
ll(,ng K()ng during l1)lt0 gcrrt'rallv
<'orrlilrrr that absent(.(.isrr. th(.[i, and
irrrlisriPlirre rletlirtc<l rlrri<kly altcr'

CONSUMER
GOODS OWNED
BY URBAN
WORKERS
Aveaqe number consumet du.ables per 1O0
households in 1982.
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Chinu,'s ntanagers are al
rationa.l-what is needed are

to make it rational for them to

ready
incentiues
br t-fficient.

ll)7lt, whilc irrleresl rn new skills alrrl
altcr -lrotrr's training in<'rcased, brrt
()ull)lrt l)cr wot-ker reportetlly re-
slxrrr<k,rl rrrtrt h rttrrtc slowly. I)rcss r<'
;xrlts :rrrrl ec:rrlt rrtir' "invesligation rt -

lx)rr\" l)lrlllishc(l in (lhina carrr thc
rrsrtrl shart ol trxrdcl succcss stor-ics.

brrt rrrarrr otlrct arliclcs har'c <lt crit'<l
r,rrtttttttittg rlotlr lrttd w,rlkcr irrrlis, i-
plirrc. llcijirrg s ronstant crili<isrrt of'
thc ir',rrr ritt'lxxrl" (Ohina s svstcttt
ol tlrlrlcakalrlt- jolr scctrr-itt) anrl tht'
l{)ll: ctlil.(rx l ol harshcr Prrrrish-
rrt'rrl s Iirt' tccalcilIaIrl uotlers un-
rk rscorr' ollit i:rl [i-ustratiott with tlrc
lirrritcrl sLrr r crr ol' tlrt irrr r'rrtir'r'
r-cli rrrrrs.

Morc rlistrtt'bing to tlrt govctn-
rrrt.rrl hirs l>t't rr llrc t'lnergctrtc ol tttt-
rlcsilalrlt lalror artcl tnrl)ag( rrr( nl
yrr lrr tit t s t ltar irl e the ttttlitl'< s<'cIt

r,lltBr',$Ilr,'l tlrr' rrr'rv lr,,lit tcr ()rrcis
tlrr lclxrrtc<l rrpstrrge in dislrrrtts
{)rcr wirg( s. llrc sc< onri is relatetl trr
tlrc Iilst rrrarragct's and rn'otkcts ett-
j()\ gr'(ltr'r iu(cnli!c l)a\', l)trl scelll l()
pr r.lt r tlrr',rkI pr:rr Iir e oI rlirtr ilrrrtirrg
lxrrrrrscs crltrallv t() illl wilh ()!)l) :l

l(x)sc (()trrr((Iir)tl to ilttlivi<ltral pt'r-
lirlrrrarrr'c. As l t-cslrlt. bolrus litttrls
Irav. c lrtcrr slytrx kclitrg irs rrlillragct\
srrr r csslrrllr cvlde accotrrrtittg
rcgrrlatiolrs.

Compli<'ating Side E[ects
lr srcrrrr prrt:r<krxical that lltc sltal p

u:rgc ittt rt'ast s irr ret ent t eat s slrottltl
lca(l t() r isirrg tctlsi(,tr:i ()\'ct'1r'ir8(' rnal_

lc!s Ilr)$(r'( r, ttrarrr urrrkcts apPar-
(.nrl\ liirr, $ith.,ustili(atirnr, lhll llt('
r(\(nt l):r\ r'iriscs are just an cxpcdi_
(.rrl lo nr:rk(' trP lirr. tlrt losses ol lltc
l)usl :20 ycur s, llrr(l (l() n()l rcl)I ('scIll a

rrtw cr'a ol rorrstarrtly rising wagcs.
'llris li'ar r'( l)()rl('(lly lc<l t() wi<lt-
sprr"arl arr<l disruptive lrrggling ovtt
lh( craluilli()Ds lllill acconrparritrl th<'

I)lv r:rir(s in l1)71)-t|0. ()thct'isstres,
srrh ar rl:r.(lc(isi()n to alxrlish as

rr.<lrr rr rla rr I tlle 'sul)plcrlreillarv
trll{cs ' thrt oklt r rrotkct s have t otttt
to lcgrrr<l ;rs yrlrrt lll their lixcd sala-
rit s. hlrr c atlrlcrl l() tl)e alnl(,sl)lx t c { )l

I..ll()Its tt) li(' b()nus I)lll Irl(,1('
rLrsclv t, wotkct otrtptrt ltave lx't'rr
rigolouslv rcsistcrl, as wt'll. (lltitta's

worke r's ltave beconrt' at'r ttstotlrt'rl
()\'('t thc ycilts to a t'elaxcrl ;ratc <rl

wor k, arrd tlx' l()ng irbsen(c ()l' cl( r!'
wolk r'rrks ltnd nortns Iirr' <lrtttittg
(Fr)tils lrivc rrrade it hald Iirr' lx oplt'
t., .rgrr'( ('tl wlr:rt r'r,rrstitrrt('s .r l.rir
rlar''s wolk. (lhina rro* Iaccs thc
t rror rrr rtts lask ol- I eestal)li\hiirg $1trk
st:rrrrlar<ls alrrtost Iiont scr-utr h. Srrr h

a rokrssal cllirlt lras l('(l (r) rll tlr('
l)r'( (lit,t.rl)l(' pr oblertts: \\'orlclr r <'

lr()r t(,(llv \l()ir dor!rr \rhct) n( i{ (lrl(,1:l:\

ollt'nrl rhcrrr, haggle orel thc ussign-
rrrcnt ol lrald" and "solt jobs, trc-
gkct r;u:rlity stan<lar'<ls trr oxrltrllill
Ilrlir rlu()las :ttr<l irrtinritl:rtc t;rralitl
inslx'( t(,r's, cngage irr "r lrisc littg,"
arr<l rclirsc.jobs that hart irlposrilrlt'
(luolu:i. Nr)w tllal lalx)r' r't lations rt'-
volrr' alorrn<l rn()ne\' ()t)('c :rgairr, ( )hi-
nil's ,tlillral{er-s conliottr prohlt nrs
tlr.rt tlrrr lr.rrc littll crlr'r'ilrr,r' irr

h rrn rllitt g

Ploying it Safe

l\l:rrrrrger's itppc-itr l(, havc tc-
slxrrrtlt-rl corrscrvati\'cl\ and r:tti()rl:ll-
It to tlrc rrcrv lensions il] litlxrr. rcla-
t iorrs. 'l-ltc slrr-cst will tr) itt)9.'I'
rvolkcls, rttarragers (ltrit,kll l(:lI trc(1,

r{lr\ tll l}ut therrr ()r a light (ltl(,lir
r\st<.trr arrrl Illen ncglc({ l() Irr( llslrl('
tlrcir ()ull)lrl ar't'rrralcl!, ot' t:takt'
llr('nr \rrtit Iirr trxrls arrrl p:trls. SoIttc
rnlrrragt'ts h:rvt' tttrtlcrstarrdablr' takcrr
rlrc cil5\ \r' t ()u1 b\ (listril)utirrg l,()-
nll\(.s nr()r( or Iess cqtr,rllv Icgllrrll('ss
oI irrrlirirlrral ()utl)ut-rihi.l) tllrv llrc
ill crlniplxrl lrr tr,rirrirrg .rtrrl crlr'ri-
( t(( tr) rl('iistlt'e()i-sttPt'trist attt$at.

()rc svr)rl)t(xrr of this tnalragcrtrcttt
rcslxrrrsc is tlrc hugc irrrt'casc irr tlrc
pavrrrcrtt ol'boltus lirlrtls It1)ttr ll)7lt
t(, ll)ltl xrt iilcrease lll:rl llris otll-
strip;x<l statt lirtrits an<l cxctttlt'<l
lllry illrl)r'()v( rnent in elllcIl)r'isc l)('r-

Andrcu O. llelder is .r,sri.\tt t Ptoft'.\sot'
,'l :,,t nlop ( ,,lunl*t { rrrler.rlr'.
lit:l tlsian I tlilul(. ltt ttrt'it,ul hit
l'h.l). at tht l'niutsttt of ,\ltthtgan tn
lt)lll. orul t 1979-ll0 inlrn,rcrtwl rt-
.(r l\ ?nigtelrd Chincv ntnttgrrs, cn-
gt nttr.s, ltchnieiarts, anl inluslrial
u,tknt ltuug ttt llntg K,rq. lhts trtt-
rlt al';o druur ott lh? ttttlltot''\ tli\il\ lt)

Ohiut rn l9llq and 1982.

lirrrrrarr<'c. ln lrlc ll)7ll tlrc Slll('
( l urnt il lirnitecl borruscs t o li- I 2 pcr'-
ttrrl ol lr factory's wugc l)ill. Vl !rc-

colrling to the Shanghai jotrrtral So-

tial Sru,nte, a l1)13{l sulv( \' r,J 1)0

l:rr toli<'s in (:h()ng(lilg sltoucrl that
lxrrrrrsrs conrpl'iscrl .10 l)<'rct'rrt ol tltt'
rvagt'bill lirr thx( \'('ar,:rrtrl lrort'Iro
.ijlilti()n t() ittrlrlovt tl ('rrt('I l)I ls('
prrrlit pcl l,rr'rrrrrrr, r'. lrr Slrlrrrglr.ri.
shcrc lalxrr lrrodrrr tiritv <lr'o1rpt'ti l>t'

I ;rt'r'tcnt antl 1>rolits ilrctc:trcrl bt'
orrlr { lx rr crrt irr l1}}ll). lxrrrrrst r irr_

( rc:lsc(l bv ?2 PcIc<rrt. Ill l,iil.rllillg
l'rrx'irttc in lhe sarrr('v(:lI.lalror pr rt
(lu(livit) (lr()l)l)('d by I Ix't(( nl. xtl(l
industrial ()rrlpllt vultle r()s( l)y ll Pcr-
(cnl, yrl lx)lluscs r'osc l-):l l)cfc('rr1.
I..vt.rr luctories lltal wclc losittg
rl{)nc} w( r'r r('P()r'tittg lal gc ilrr r cascs
in lxrnuscs pai<i.

Not rrt't< tlrc ittttt'ast'<l lrottttsts
lxirrg hart<lcd ()(lt r(.r)r(liItg l() irr(li'
vi(hlll pcrf()! lrlan( ( . l at tor'ics irr tlrc
Shlrnglrai Iextilt' llulcatr, <lt sr t ibcd
lus tr'pital br ortc Srrrial Srir'nrr rrr'itct,

;rai<l orrt one-thitrl to olrc-lrall ol'
tlr< il lxrnus [irnrls t r;rrirlll to sr,t kcts
rl lhc crd ol l{}1t0. hvcrr llr( lx)r'li()Ir
ol lxrrrust's handt'<l orrl Ir)r)Ilthly irlicr-
tlrc (valuati()n ()f' w()|-kcr' lxtlirrttt-
iur( (' wele oItctt lrt'itrg (lislr'il)ltl((l
wi(h sranl regar'(l t() pt'rlirt nratrt c.
Lr'alrr:rtions wcr.t rrltctr sttltt llicial or'
pro-lirlrna, dilli'r-errr cs irr lh(' si/( s ()l

lxrrrtrst's ucre scl t(x, srrlll t(, tttitt(( l
t(, \()r kct s, att(l itt nralr\ r ast s \1otk-
cls trxrk turns rc<cirirtg tltc highcr
lrorruscs an1'r,r'al'. 

_l-l)( \( l)!'il(li( cs
Ilrvc beert rr'idt'll tlcrrir'<l us 'cgali-

tiililrrisnr" an<l 'eutitrg IIonr tltc
\lrrre lx)t," brrl tlrclc is litt l(. cvirlcDcc
Ilrill the pril(li(cs ltart lrcctt
< trltailc<i.

Mulagers hav< olltn ttrlrrcrl l() il
lrrrrrlx.r ol brrrt'lrrrr'ratit. sorlctitttcs
ilk,gxl, stI'rteHicr to ittllrtt'thcsc lx'
nlr\ rrr( r(.r\( \. l'lrt ,'lrl I'rrrr'.rrr, r.rti,
glrrrrt ol lridirrg slatk r:rpatitr arr<l

l)itsl r)rrll)tll slill I)u\s (li!i(lcll(ls iIl .l

sr slcrtr rrhere 1>rolit targcts-tlrt
chicl rrrrasrrrc oI t t:lcr plisc 1x'r Iirt'rrr-
:ll( ( 

-rr-c 
l)asc(i ()t) plsl \t':rr s l)ct--

Iortrr:tnt't'. l\'Ianagt'r s u'lro ltltvt lx'trt
rn()sl su((esslirl al this grrrrc itl tllc
l)lst ilr(' r'cw:lr'(l('rl 1>r'tlt'rcrrrialll,
sirrcc tltcy catr norv ovt'rlitllill plolit
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targets in a way that rll()ws them lo
retain the nraxiDrurn amount of
funtls. Added to these old aird ac-
(epted sllategies are sonre new ancl
illegal ones-tlre covert laising ol'
prices aDd cuttirtg ()f c()sls bv skimp-
ing on quality; thc filing of lalse re-
quests fix ()verlinle pay; the use of
plant rvelfare firnds:rs wage supple-
nlents; and the artanging of cash
ki< kb:rcks betweerr industrial suppli-
crs and their cust()Ilers-to cite Lhe
nr,\l ('r,nlrr"n l)rJ(ti(es exlnrsr(l in
the (llrinese press.

Reforming lhe Reforms
(lhiua's lea<lcrs appear to have

<llawn the orrly lxrssible corrcltrsion
Ilorrr their experience of the past
scven yeats-lhat wage ref<rrrn carr
rrxrvc firrward <xrly irt conjunction
with other e<'ononri<' rcforms. First
of all, real wagcs cann()t be raise(l too
rapidly as long as urenrpLrynrent ex-
ists. China's industry curr'crrtly Iaces
llle pr(lsl)ecl ofabsorbing a large and
growing p<xrl ol unt'mployed youths,
aud this nrakes a largc clainr on wage
llrds that wrxrkl otherwise go to-
rvard pay int'reascs lirr currerrtly enr-
ploycd workt'rs. Se< ondly, workers
are only onc ol' nrany cornpeting
(lrirlrilrtts (rt llle stite btrtlgct, and
lhe Iiscal auster-ity of the 1>eriod since
l9ll0 has < trr-taile<l lirrther r()unds (]f
wage in('rcascs. AIrd lhiI-dl-v, sus-
tnine(l in(t_eases in wages retluire a
shift in lhe conrposition ()f irdustrial
l)r(xlu( li()n t()war'd c()nsunrer g()()ds
in ()r(lcr t() nreel additi()n:ll denlan(l-
It the shili is ll()l fast en(nrgh, the
incentive elle(t is dullctl. \!trlkels'
wxges (li(l increase firster- than did
{'r,rrtrrlrr't' 1;,',rrlr ;rr,,rltrt'tiotr in
1977-f10, and lhis is anothel reas()n
why (lhina's lea<lets rttay plal a nx,r'c

Hla(lurl r:lle <rf wage increasc in thc
Iiltulc.

l\lr..rrrrvltrlr,, f,ltitru llrs lut le(l it\
lllenli()n l() punishing w()ikers xnd
tlr llirgers wh() brcak aegulalions. In
r';rrlr l{}ll2:rn(11 \r'r r'l n,rri(,rrl l)rrri-
tive r-cgulali()ns I()r irrd(rstrv was re-
It'ast'd by lhc Slate Oorrnr il and given
wi<ie ptrblicity. [)iscipline ranging
ftortr fines t() irt t pfis()nnrenl $r'rc
sPetificrl lirr vi()lnIi()lrs by workcrs
and rlanaKers. 'l lrt'rc is also a rrrove-
n)e,rl irwllv fr'orn positive lvalle irtcen-
tives n(l return t() thc "spiritual
irtcentives" ()1_ thr: Ma()ist rra. F'a( -
l()r'y parly sc(relaries arc norv declar-
irrg that "lrontrses are not orrrnipo-
Ie t," aI(l thal they nrust g()
lr:rrrl-irr-lr.rrrl witlr ir r ti,r rsilier I P,,liti-

irrati()nirlity ()l'the rurrent systenr en-
(()uralles rnanagct-s to eva(le fiscal
(onlrols and inllate their bollus
frrnds. (lhirra's ec()nornists are n()w
calling f()r rn(rre strict liscal controls
over errterPlises, including taxes ()n
Ilxed ( apital, :rnd lefirrnr of the coun-
lry's ir-rati()nal price strtrcture so that
pr()fits nr()re a('('urately reflect entcr-
plisc cllicienr y. China's rrranagers
xr(' already rati()nal-what is rreeded
arc inr-entivcs lo m:rke it rati()nal for
thern t() he ellicient. t

The gap
dnrds is

between
grouing

urban and rural liuin
at the state's ex,pense.

g stan-

Subsidies
Nicholas R. Lardy

eijing's ef forts t(, expand
the r'ole ol the markct llavr
beerr unclcrnrined by gr ow-
ing distort ions resulting

liorrr pricc srrhsi<lies. Such srrbsidics
rver'<' r'clativell sn)all in thc 1950\.
Bur lhey gltrw rapirlly rhrr-irrg rlrc
l {)70s atrtl have sky r(x kclr(l sin.e lhe
t r'onorrric r eli)r r)lr bcgan. Nca,'ly
onc-lilth o{ (llrina s nalionxl in.r)rlc
is curltntly rlcrrrlerl to srrbsidizing
lltt' livirrg starrrlarrls ol rrrbarr rvor kers
atrrl their'<lclrndt nls, rvlro tonstitute
orrly alrorrl l5 lrerct.rrt (,1_ tht (1)lln-
Ir-y s l()rrl poPrrlatioIL Tllt. polirical
('()nscqucn(es coul<l be st'r'iotrs if the
gap bctwetrr rrrbirrr att<1 rtrr'al in-
r'r,rI|r's (i'lrlirlr('\ tD rrrtk:rr. As strlrsi-
rlies lrar,e gr()\r'r nr()r(' r'api<llr tharr
wagcr, f<rrtigrr firn:s in (llritra hare
lirurrtl tht ir \rirgc ( ()sts es<'alating.
sillct thc rvlgt.rlrtt,tlrcy pal iltrPlicitll
inclu(lcs tlr(, valLre ol Price srrbsirlics.'llrt problcrrr bcgarr wh<'n Beijitrg

Nitholas Il. l.ut'tb 
^ 

dliso.iltt? p|or.-\-ror
ol rrtrrortir'.t ul the linircrsih ol l\bh-
ingktn'.t llenry 11- JrttAtnt Schoot oJ

I I?rnatio uI Sluii1,.t. 'I h( ut1i.I? lruu.t
upon lh? ntor( rlrktiktl anal,y-ris on-
laivl itt lhr uulhor':; Vitrld llar .\kt[
Vhrking Pafer ,\'o. 606, Agli<ultLrral
Plitcs iIr OIrina, /rrrhli.rhed in Stpttnlwt
t 93l

deciderl to keep the pri<es of firod,
lrousirrg, arrd ()tller inlp()rtant g(x)ds
arr<l st'rvitcs artiticially low by subsi-
rlizing thcir'(()sts of pr(xluction. As
lhc rcal-but tlisguiscd-costs of
grxrtls and scrvices have risen, so has
ll)c strain ()n tllc stale's 6nan<'ial rc-
rr,rrrr {.s. tlrr'rrFlr ,rrrlv rer cDtll hrrs ir
l r r'r.r r lx,ssihlt.t,,lr(..r\ut'r,rlrc ulilgni-
tu(le ()l the subsirly {)l (ertaill ('()n-
surtrcr grxxls.

Strbsidies antl lringc benefi(s ac-
.ruing to the 75 nrillioD workers arrd
t,nrpLrvees ()f thc slatc in I97{J, thc
vrar Ior which lhe nt()st cornplete
rlata arc availahlt,, uveraged Y1'>2ti per
worker. Subsi<lies werc the equiva,
leDl ()f ll2 pcr'(rnt ()[ llle n(xllinlll
aver ligc wage ol'ct'lr workel arr<l r'u-
ttrrrlativclt absor-b<'<l a staggrring l3
pcr-tcrrl oI nationirl irrron:c. Bl far'
lhc nr)sl inlpor-tant subsidy pa()gt'anl
is tltat lirr r'atiorrerl c( r'('als alt(l edible
vegetablc oils, which are sold ar little
rx)r'( lh:tlr hall ()l thcir (()sls t() tlle
strrtt. 'l'here sul)sidies c()sl the state
Yl7{).(j ptlr workcr in 1978.

llut a br'oa<l range ()[ ()tlle!- t:r)n-
sunrl)ti()rr it<'nrs of tlrc ur-ban 1to1>trla-
ti()n is also subsitlize(i. H()using rents
frrr'statc erlployct's typi<:rll,v we rer

cr;rral to onlv il-{ per't'cnt ol nonrinal
ilttrrrttc,:ur<l crrvert:d only a (luartr't'
,,1 \t.rtr. r,'\r{. 1-lrt. srrlrrirll ll,rsY85.:l
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cal education tllar instills a sense of
duty t() the n:rtion. ()ther enterprises
;r r r als, r rxlrr irrrt rrt irrg with " lloat irrg
wages" and c()ntract hiring systenrs
firr regular w()rkcrs that threaten
heretofore sacred wage and job
security.

ln tlre long run, wages can only be
tie(l t() in(li!i(lual perfirrmance when
well-functi(,nilg and e n force-
able sys tenrs ol qu()la-setling,
rl ord-krel)irl.i, xr rrl irrrlx'r t ion rxist
Tlris will not happcn as long as the
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[)er w()rker but woukl be strbstan-
lially higher if the urrderlying cost
nleasrrre I)r-()vided ;rdequ:rtcly for
capital <'osts arrrl depreriation. Re-
lirenreDt, surviv(n-, disability, nrater'-
nity. and other benefits adnrinisrered
thr'ough tlre lal)or insuran(e systcm
iuc w()rth an()lher YtiT annually per
worker. llealth care bcnelits c()st the
state Y4t].3. ()llrer selvi(es pr{,vided

(riteri()n ()l' more than three bus
stops is often used) are eligible for
subsidizcd hus tir krts. Tlris bettefit is

w()rtlr aD()tlrer Y{i.3 pcr worker, but
because this is an average figure, the
I'ew workers who do cornmute proba-
bly r-c'ceive a subsicly lar in excess of
Y(i.3 per year-. !'inally, those workers
who lrave l spouse assigned t() a work
ulit in an()ther city receive a special
trirvel subsidy t() ur)dcrw!_ite the cosl
ol atl annual visit. N()t inclrrding the
extra vacati()n tiDre lo wlrich such
workels are als() enr itled, this subsidy
avcrages Y I 0.0 per year alt hough rhe
anxlrrts r'ollecled by those eligible
Dtust be several times this g!-eal.

By conrparison, the subsidies and
Ir-ingc benefits for lural hotrseholds
are quite nrodest, ar)d nrost, for ex-
:rrrrple,:rle rrol eligible lirr frrxl subsi-
clies. In l9t']l food subsidies averaged
Y4.5 per. <apita-only ab()ut 2 per-
cenl ()['tlle value ()f subsidies of nrenr-
ben of households in which there
was a state erDplryee. I',easanl hous-
ing is privately owned and its costs
arc llorrrc cnlirt.ly lr1'rl peasant in-
('()nre. Peasalts are not eligible firr
Ietirenrer)t, survivor, tlisability, ma-
ternity, :rncl other benefirs provided
wilh state funds through the labor
insuranc'e system and they receive no
travel or heatirrg subsidies.

Subsiclics frrr the hc;rlrh and wel-
lirr-e pr-ograms that exist in the coun-
tryside are financecl thr()ugh retained
earnings of collective units and state
hurlgetary funds allocated frrr "rural
relief." In recent years the program
Iinan<ed from these two sources of
funds have averaged about Y4-5 per
capita-with Y3-4 [ronr rerained

s

THE
WIDENING

INCOME
GAP

The modest 10
yuan subsidy re'

ceiaed by the auer-
age Chinese peas-

ant in 1982
amounted to a

miniscule fra.ction
of the nearly 900
\udn in brice sub-
iiai"t aid benefits

enjoyed by the
aaerage state

uorker. In recent
years the gap has
grown worse, a$
the higher prices
paid to peasants
since 1978 haue

not kept pace with
the more than 70

bercent increase in
'subsidies to urban

workers during
the same period,

:

;

v

Av

A

"p,i.€ ,ubridie'.nd fringe benelitl. Anwork by lohn M. Yanson
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llrr-ough wolk unils, such as subsi-
<lizecl tlay care, worker recrealion Ia-
r ilit ies. artl e hr, 

'.rrl 
r ar rge , '[, 't 

lret' in-
killtl bencfits c()st thr stilte art()ther
Yl I {).5 [)e r'1!(r-ker.

In arklition, there are three (xher
less-known suhsidy pr()granrs. Coal
Iirr horle heating and cooking is sub-
sidized at a r'atc lhat a|lr()unts t()
Y l 0. l lx'r worke r. L.rnployees that
live r aer'lain distance liorn w()rk (the
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llearly ute-Jifth of China'.s national income is current\ deuoted
to .su,bsidizi'ng the liaing standrtrds of urban workers and their dependents.

rarnings ;rtt<l alx)lrl Yl.a) [ronr thc
statc lrrrrlgct.

'fhrrs all price srrbsi<lics ancl I'r'irtgc
benefils atrruing lr) lx'irsalts l()lll
lcss tharr Yl0 anrrrrally. a nriniscult'
porrirrrr ol thc bcncfits of pririlcgrd
statc wot kt ts.

rrbsidics havc gr-own substaD-
t ially sirr<c l{l7ll. Anotlrtr'
Yl50 per yt:rr prol>ablv c:ur
lrr. arldecl to tlrt, srrbsi<lr lc-

ceivctl bt r'a<h slalt crrrpLlee, lx'
causc ol tlr<' 11ovcr'ttrncnt s decisiott
t() kecl) llrc retail priccs of wheat
flotrr arr<l rice trrrrllirngcrl lirllorvirrg
lllc i)0 lx r(.rnt int rtlrs<' in the statc's

I)r'()( ur'( rr( nl pr-iccs of cclcals.
frilrgc lx.rrr.lits firrarrccrl lhrouglr thc
labor insur-antc syslcrrr irt l!)82 tost
the slill( ulrrost tw(, nn(l ()Dc-hirll
tirncs th(,s(' of l{}7It, alrhough thc
nunrlx,r ol state cnrlr()\'((s increasc<l
orrlr ll-, 1x't'tetrt lli,rrsirrg srrhsirlir''
havr also skvr'ocketc(1.'l ll('stele (()rlr-
pletcd arr rrrrpret'erlt'ttlcrl nunrber ol'
rrrbarr lrorrsirrg projcr tr totaling rtror't'
lllan :150 rrrilliorr squ:rre rrreters ol'
lirirrg sPart' betuct'n l1)71{ and tlrt'
end oI I{)1t2. Althorrgh lisirrg wagcs
an(l rrltci'ilrls priccs havc pushc<l rrlr
unil <'onst r uctiort ( ()st\ l)v itn avet irg('
of l0-lir pcr-cenl arrtrtrallT, rerrtal
chargcs 1x'r stlrrarc rrrttcr halc rrot
been arljrrstcrl.

(llrnrulllt ivc strbsi<lics of ulbarr
\tat( r'('r'k( r\ lr:rvr' ittr't'r'rtscrl l.rr
nrorc rrrpidlv than nontinal rvagcs
or'er thc past five lcals.'fhe arellrg<.
wagc ol stalc workels t'()s(, li()rlrY{;.1-l
in I {)7ll trr Ytll}6 ilt l1)112. an inclcrst'
of alx)ul ll0 l)etcert. ()vcr the sarr(,
pr io<l tlrc valttc ol' strbsidies atrrl
Ii ingc ht'rre[its increasctl liom Y:):(i
r() aln)()sl Y1)00.

(irowirg strbsidies Ii,r Iixld, hotrs-
ing, arrrl other c()nsurrpti(nr g{xxls
hlrve sr rl rst:r r r ti.rllv r'r r l:rr gr'rl tlre g:rp irr
real livirrg standarrls lrttwcen rrrharr
and rrrr.rl areas. !:1'(n <ltrring the
Maoist t'ra. rlheD th( <lirninatiorr ol
this gal) wrs l prioritl lxrlicy goal anrl
notrriual \{lrges ol- statc enrployccs
stirgt!illcrl. the lrirllcrr srrlrsidics lor
urball rv()rk(,rs grcw dranratic:rllr'. Al-
though 1x'asants h:rr t. lx'rrcfited since
l-97tt frorrr the highcr pri<es they lc-
ceive [irr'Ilrlnr pr(xfucts s(]ld t() tll('
\l.rl(. llr( ,.lul) belrvccrr tlrc te:rl itt-
<'ontc ol state wotkers alt<l peas;rnls
has wi<lenccl, in large rrrcasure due to

rhe gr'(,rrth ,rl prirt subsi<lies florrr
rr'hich rtrban u'olkcls htrrefit ro
greal I\.

Strbsi<lir's hev<' rrol orrly worscrr((l
tl)e (listr'il)Lrli()n of iltcolrrc but harr
inhil>it ctl the rler ei rpr rrt'tt l oI'rnrtt-kt'1-
ing. Irr<lt.t<1. llle bu(lgcls ol sontc lo-
r'.rl pror rrr'r'tttr'trl irttrl srrpplr arrllr,rr'r-
tics ('ilr llr) longet <ovcI lhc l()ss(s
causcd l)y the contbirt;rtion of tisiltg
pur'(lrl\r plit'es an<l Iixed rlrtion
pritcs. uith lhc lcsult lh:lt stntc l)llr-
clrases ol' r't.rt'als lrart' ilctuitll\' (lc-
clincrl irr s()rne airs( s. Ihis has
thw^rl(,(l lhc statc's lrrrrorrllccd Pol-
i< y ol irrr rcasirrg il,i l)lrrchases ll
higher l)r'i( cs.

Oonscqrrcrrtlr, tllc sliltc has l)(-
ronrc irrr lr';rsinglv rlcpcrrrlcnt orr inr-

lx)lt(d whc:rt t() tt)c(l trrban (orr-
sunrl)li()rr rcqrrirCrrrt'tlts. Brrt t h<'

tr!(,-thir(lr irrcreasc irr wllc t inrp(!rt\
sirrce tlrc ortst-t of It lirrnr in l97lt has
been cxtrt.nrch costl\ l() the slrtc
treasury. Wheat is irllx)r'led al lhc
wor-ltl PIirc l)ut ll()uI is s()ld at llrc
<lorrrt'stir'ratiou pricr', whir'lt has rtot
(hilugc(l \in(c l{}{iir arr<l is ttot t'r'r'rr
l0 pcrccnt abore thc price that rtas
crtublislrlrl irr lll'!. llrl srrlrrirlrcs
necessnly l() resell irnlxll lcd whcirl xl
arr rrnclrurrgirtg (lorrr.sti( pl-i('c tl(,r,r

a()st lh('slillc sc\cral billion vttarr
an n ua llr'.

Firrallr, rhe abs()lur(' (()lit ()[ (]hi-
nr's Iationirrg syslcIl! is large irrrrl
growirrg. 'lhe rrse o['corrpons to ra-
tion basi( Iixxl cornnrrxlities [rrr as

rl.lrv:r. lli{, trrilltorr ,'r'ro ttt'lratt tr'.i.
rlerrls rovtrcd b\ th('st'slctn, ()lhrll
tl,Jr r,r ;l t( rlJx,r;u\ lrlrttrlttc lrasis. is

CHINA'S SKYROCKETINC
SUBSIDIES FOR URBAN
WORKERS

rrrryrtr'crk rrtcd.
ll(}lrrrr(.r-. thc 1>r:litiral cosls ol cx-

clu(iirg rlr( nr:ri()r'irv ()l ()hirra's PoPrr-
lat iorr-tlrt Pe asarr l l y-1 1 1vvi1 111's 11; -

ba rlrtioning sr's(crrr coul<l bc
cscrrlatirrg.,\s rrr()r'( lx'lr\lnts tr\ lr)
rnorr.trr r'ilicr. tlrt Statc ()runcil lras
Irarl to r.rrlirrcc cltr rrrolc slringt'ul
r-egrrlatiorrs t() st()l) llrrll). l he systcnr
ol intclrral l)assp()rts, r,rhiclt is srrp-

t)osc(l t(, l,r-(\'enl pt:rs:rrrts Iiorrr tak-
rrg ul) lx r rr.ur( rr rrr lr,rrr r t rirlcrrr r', is
lrrirrg srr;r;rL rrrr'rrtlrI uitlr rrrr,rc rtlir t

legtrlatiorts to <lctty t'atiott<'d fixxl-
slullls to tlrosc peaslrlr wh() nlartill{('
l() inlrltt'ntc rrrh:rrr rrt'us. Thus tlrt.
pcrs()rrrrtl ol thc iUitlislr'\ ()f (i)rr-
llr(,rr'( , tlr( \l:rle ilAell( t tlrat .rrllrrirri.'
ltls llr(, lixxl !-xli(,r)inl.l svslerl, ar'(.

r)()w sul)l)lcrrcnting lll( inlernal s(-
(urit\ li)t'((s l() I)r'c\cnl nrlal lo rrr-
h:rrr rrrigr at iott.

Bt'ijirrg lras tonsitlctc<l plitns t() r(-
rlur r .trlrrrrlicr, I):r tir ul.rt'lr for l,.t\i(
foods :rrr<l lrorrsirrg, lrrrt tlllrs far lly
<lccisiorr lras lrcerr rlcli lltrl [rrr lxrth
te(hui(ill xn(l politiral rcasons. Rc-
rlucirrg sttbsi<lies s'orrlrl requirc a
tornpkx stt ol- pri<c <ltanges atrtl
rrrrgt- .rrljrrstrrrcrrts. Ilrc Ir'.rrkrsIri;r
also laccs x liul(llrr(.lrlll dilenlrn:1.

Tolal
CompensatioI|

Subridy and
f,inBr benefit.

About EO F,.cnt of the total h.ome ol slale
ehplorect came l@ wa9es ,n 1962, and only 20
@rtent hM substd,4. au. .he rubsdv nre rcse
'to .Wrcxnately 15 percent by lgZA, and to ||ell
ow 50 pe.cent by 1982.

W.Bes
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The re.form^s furue clertr\ interLsified the old game
of economic suraiuctl.

Bureaucratic
Competition

()rr tlx' orr<' lren<l it is tclur'tatrt l()
rlakc cxplilit lllc (lcgr'('(' l() irhi(lr
1>nst yxrlicv lras litvotrrl slal<: enll)l()Y-
r'es :rrrrl tlrr'ir rltlx rrrk rrtr. 1lrrr. it

x'orrld bc rrrrtillirrg to clitninatc suL-
sidics artrl raise rv:rgts tlrotrglt to
rrrairrtairr tlrt lrrr'rctrt tr'llrtively Itiglr
starrrlar'<l ol rrrbarr liviltg. On tlrc
othcr' lrarrrl, tlrr lcarlt'rslrip rvortl<l lrt'

talirrg ;r risk it thc tagcs o1- ttlblttt
rt'sidt.rrts wcrt' not irrr tcaserl to lirlly
( ()rrl)( tls:rlc thcnr Iirr' :rrry srrbsirlv
that rrrar b< clinrinatctl. []r-ban rvolk-
r't's h:rrc r orrrc lr, rll.l.rr'l .rr, lt rrrlrrr-
rlies as a lrirthright r':rllr( r lllan l l)('r-
r.fit, arrrl thc learkt'slrilr has hcctt
lrrrahlc ol rrnr,rilling to clralleng<'this
vicr!. t

ti(,ns. Nr)t srrr'Prisir:glr, thc valr.rc ol
thc nrirristr-r'r ()ull)ut cxPalrded rll :l

latc ol lrlxrrrl 20 ptt'rtttt ir vcar' Iot'
alrnost tlrrt e <lctarlcs. llr ll)7ll ncar lv
onc-thirrl ol all indtrst t ilrl cltlt't1>r'iscs
in (llrinrr \(rc nrlrtltittcrr I:rtlorits.
(\{itll tlr( irr< teast itr lltt' ttttnrbt'r ol
prrxcssing yrlartts, lltc tttttttbcr is now
r'lrscI lo rrttc-lirrrr tlr.)

!\'lrcll ,,tlrcI irrrlrrstri.rl ttttttisl t i( \
lreg.rrr t,r rrr,xh ltriur' tlr( ir [J(l',tIC\
rvith soplrist icate<l cr;trilrrrrtnl irlt-
p()r-1r'(l Ir'()rr abloatl, tlrc l\l N'l B <lc"

rrranrL rl rr lxrlity ol 'lrtrv (ilrinest'." It
rr'as srrrrr.sslirl irt r'c<'st a blishin g rrrt-
dcr irs (()||u-(,1 r l1)i)0s instituli{)I),
the sl)r'(ial l.t;uiprttnt .\pploral l)i-
visiorr, rtlrir'h has tlrt lxrwcr lo a1>

provr' all I ;u tot,v' cqrriprrrt rrt int;>ot t s,

t.r'cn tlrost' Ii)r .i()ittt \(rrlur-es- Rc-
qrrcst\ rrr('lll-st subriilt('(l l() thl] Slilt.
I'lanring (:r)rrrnrissiorr, tlrclt passt <l

orr to thc rlirisiorr. ll th( tninislt'\
(lcl( r'rrrirr'\ llrill ,rllc ,,1 ttr I.tr t,,t'tr's
r:rtt ;rrrxlrrr r' tlre r.rrtrt pirr r','[<;tti1"
nlcnl (r'(girxllcss ()l (()sl), il vtft(x's
lhe ilr)lx,rt. lrr r li$'iI),itltt(es. lltc
i\ll\tll lr:rs t tett ptcrcrtlt'tl tlte l\lt'l.rl'
lrrr'gir.rl .rrrl l'ett'.lcttttt tttitli\ll'i(\
l rrrrr st rrrlittg rcJ)t ('s('Iltillivcs il)r-oil(l
orr slr.pyrirrg rnissiolrs. Sevt't al
ir rtr.r'r rrrrr rst l r i.rl dt,'lrtrtr'.,,rlr'er;tri1,-
rlcr)t iIlrlx)rls llav( lr:r(l l() be res()l!t (l

l)v lll( St:rt( li()n()nrit (lrrnntissi{ltt
rrr Stalc l'larrning (irtnlnissiolt. llla_
chirrclr itt<ltrstrl l)t()tccti(rnisnr Ills
rrot alsavs lrrcrailcrl, llr)uel'er, eslx-
cirlll r.lrt'rr a l()reign lit'n) is r' illing to
r onrrrrit ronsidcr'alrlc tapital and
tt<hrr,rlrgv to its (lhirra l)r(iecl. lt"i
xl th. vcr') l( ilst, thc MMI] Ilas cau$e(l
delar s.

ht' politir al sriengl[r ()l

ht'avy in<lrrst ly goes back
t() the l-irst l'ivt-Year l'lan
pcriod ( l{)l>ll !r7) whcrr

rhe (:hiD('s('ad()pled the Soviet heayt
iIrdust r'.t'-lirst growth strategv. Ac-
cordirrg rrl (lhinesc economic olli-
cials intcrviewetl, hcavy industry's
pri()r'ilv slatus mcntll lhal the nr()sl

talcnted cadres fronr the provirlt'es
werc lt'r'r'uitt'<l in(() tllt hea\) indtrs-
trial nrinistries. Frottt lhat tintt' on-
ward, it h:rs been wirlcly re('ognizc(l
rll.lt thc l(a(I'rslrip ol tlrc Ireavy iIr-
dtrsttlrl IrtIlr':tttlr.rt irs ir rtI supet ior
t aliber.

Thr d()nlinance of lrt'av,v ittdustry
is relle< tc<l in rnany lcaturcs of (i]ri-
rrest, cconotnic lifc: W()rkcrs in healy
industry are paid on a higher wage
s<'ale than workers itt light industryt
the [ranage.s of nrajot heavy indus-

Susan t. Shirk

sinrplc rrrlr<'lrirres.)
Such I rrrl war far'c is r otnntolrplact .

I lre ll'trolctrrrr.rrrl ( 1,,,1,,9' rrrirrrs-

lr-ics lravt lirtrghr Iirr r'onlrol ovtt
oll'.slrort'oil cxpkrrati<lrr, antl the !'i-
nancc Mirristry Iras tl:tshcd with tlrc
indrrstrial rrrinistlics artd krcal gor-
crDDr( !rt s (l\ cI lax isstrcs. I'cr'ltaPs tltr'
,rrtlr trrrir;rrr' 1, 111111 ,r1 tllr',rn-A,rirl).1
lrr.urr-liglrt irrrlrrstr i.rl rlrrprrtc is its
onc-sirlrrl rt'strlts.

()l r',rrrrsr', tlre Mittistrl ol V.r<lrirr'
Buil<lirrg crrjoyerl arlr antages lrorn
Ihe stlll. Sil(e thc tarlr l!)50s, lirl
cxarrplt, thc nrinistt-r lras benclite(l
[i()tn irv('str cnt p()li(i('s that hirvc
t.rrrph.rsizt rl lrravv ittrltrstry. rrr<l itr
plants lravc lrccn allowc<l l() sul)l)ll
equipnx lrt t{) dorx'stic enterPriscs
rrrrdr.r' r'irtull rnortolxrlistic corrtli-

Srtsttrt 1.. .\hirh i-s a*orirtlt pntftssor of

lnlili !(i.n.? al lht Ltni:.rrsity oI ()tli-
fortia, San l)icgo- .\he iT (uttntlt r(-
.rearrhing and u.,riting a hook on thc
impl?mcnk iott of lh( polil-1978 co-
nomi( ftF)rm! tn (lhtrvt. uilh sl(itl
? Phesi.r or loftig lnkl. ard i l)ctl-
mcnl- l)uring r.lsil.\ lo (:htrv i l9l]0,
198 I, and 1982 she inttrtttcued farlon
manugert trul ecorutmit olltcials, and

ltla,tt kt .\t? l thr l q81 -85 ',tc|r tn
(:hi atu lu.ti g ftsrurh ot a Rochclel-
l(r lou ittion lnlenu iotnl Relolion.t
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I ltlr,rrrglr sotltr' I LILIIIIIIIi\I
/l ,,ll', i.rls :rLIrrr rorrruelittun

H -,,t rrl' r(,.rvoi(l it. tlrr rr'-
,l- -l-( ('rr ., ',t,,trrr( rcl,,r'Irr\
havr irrr'r t arctl cotrrlx tili(,tl thr()trglr'
,)ltl (:lrill.l\ e('.,rr(,tllv. l.rrterlrt'ir(r
wirrll l() l)rcak inlrr tttw <Lrtnesli< ot
irrtcr'rtatiottal nrarktls-ilnd Pr-()lc(l
their old nrarkets-itt ortler to catn
nrore plolils and Iirr'cigrt cxchangc.

Bccattst l>t'iccs ilrc scl l)y the st:ll(
an<l tlrc other nx)tr()lx)lislic (()Il(li-
lions ()l tllc (1)nln)iltl(l ('a()n()Il)\' ill-('
still in ( ll(1 l. lhis !-ilirlt\ is tnore akilt
t() l)ul(]lru(t:tti( warllrrt' tltatr 1I ttt'
''nrarkct' crnrrpe(ili()rr.

'I'lrt' c()rrlcst betwe( rr I hc heavy rtl(l
light irrrlrrstrrrrl rririslri(\ i' paIti,rr-
larh Irvt'aling. lhc i\lirristry of l\la-
chinc Btril<ling (lllNtli). Iirr exan:plc,
re(errtl) (lc( i(led t() ( Irtct' tlre lu( ra-
tivc (()nsunrcr g{)otls nrarket Iirt'
washing ntachincs arrd tcliigerator's.
Wherr tlrr'l\linist11 oI l.ighl Industr\
resisl((l tllis challettgc t() ils nr()ll()P-
('ly. tlr(' :ilrl( Ii,rrroIrrir (.orrrnrisriorr

Irad to call a nree(ing alrr()ng sevcrirl
nrinistr-ics t() divide ul) lhc burgr:()tt-
ing nrarkct firr l0 higlt-rrtluntc <on-
srrntt t pt, 'tlut ls. l\l Il ll crlrelgerl r ir -

Iorious, witlr a sizcal)l( slrare o1_ tlx'
washiDg nrachine lrl(l rel'riget_al()r
lrusirttss. {ltr wusltirrg rrr:rr'hilte.. it
was irw,rr-(lc(l the ntulti-cycle :rntl
u'asher -rlr!cr machincs. rvhile tltc
l\linistrv ol l.ight Irt<lttsttl kept tltc



lrial l)l:rnl:i sllch its lhe Alrshan artd
Wuharr lr'on arrd Stt t'l trrmpanies
havc a carln' lank highcl tharl s()rlre

provincial g()1crn()t's: tlrt hcavy in-
dustrial nrirtist ries havc tttaintainccl
centrnl ( {)!rtr'()l ol-nror-c ol lheir ()wn

factorics than have tlrt light indus-
tr-ial nritrislries, whi(ll Ila\( l()st c0It-
trol ()l rix)sl oftheir I:rttorics to lrxal
authoritics; Ihc hea\'l irr<lttstrial ntirt-
isu ies h:r\c stracesslilll)' rIrallenge<l
rhc nxrrrl)Poh l)l tlrc Mittistrt ol For'-
eign }ltorronti< Relatiorrs and -I'radt'

(M()F-flRl) t() estal)lish thcii owlr
tradirrg r,,rrrP:rrirs. rnlriL' tlr, nrirris-
rries ol I.ight Inrlustrv and 'lextiles

llir!e (\ritll:t Iirr cx.tl)ti()rts) bcelt
rrrrulrk. ti, rlr, so; urrrl trrxcr.rrrrl pr,'hts
lronr hcary irr<lttsttl tolrstittrte tlrc
lion s slralc of tlte r'ctrltal govertr_
rnelrt's lis< al base. Statistit's bear otrt
lhc hca\'\' in(lustt1 s((({)t''s tlndiDlilt-
ishcd pornt'r: [)trling l{1lt2 and thc
first nirrc rtrotrlhs ()l l!)ll:1. hca\'\'ttl-
(lustrial (,utJ)ut far strr-passcd thc
conrpar-ablc growth rale of light tn-
dustlv; tll('ir rcsl)c( tivc Perl_()r'-
nlan('es r/t( l-c l0 pc!(errl alrrl 6 Pcl-
(enl in l!)112, and l:l pcr'.cul and lt

I)erccnt llrtls I;rr in I 1)13ll.

1_lrc pr-cerrrinencc ()l ll(avy in(lttji-
tr-y lDcntls (llal when lhc ttlinisters ()l
lllat hirrt' llrrikling, Metallurgt, Petto-
leunr, arrrl (l()al asscr'l lhenrsel\cs,
the\ usuall'r' pterail. Ilris is equallt
true of tlrc rnirlistti(s irr charge ol'
rrrr(lcar lxrwcI, aviilti()ll, ('lt'( tr(rri( s,

atrnanrcrtts, tttttl acr'()sl);t(1', whi(h arc
the agcnci('s l)artialh or wlrolll'un<ier
the orilitat'\'.

Hcavt inrlrlstlv strl)lx)t'lei-s (( r'-

tairrll .rp1x.tr t,r lr.rrc lr.rrl .r lrrttrl irr

rhe elli)r'r l() recenll.alirc industrial
inver(ur('nl sinre l9lt2.'lhcy seenl (()

share thc corrviction hcld b\ s()rrlc
leaders llrat the c(()rr()tIi. reli)Irtls
u'cnl I<xr lar, causilrg lltt'ccntral gor'-
ernnrcnt t() lose control ovt'r irrvesl-
nrenl sl)er(ling. Bt'ijirrg's inr rease<l
(1rnlr()l ()vcr t aj()r nali()rr;tl eneIgY
lnd translx)r tali()rl I)r'()ie(ts ('()tlld
nr( aD rr|(II( irr\r\IIrr.'tII rtt ltr'.rrr itt_

dustrr [i-ortt the cenl(t', nnd rIr-
creascd d(nrand lirl coal, stcel. irnd
large rrrachinerv.

ln short, the ollitials ltadilrg Ohi-
na's lrcavy indusll ial scr tor appear ttr
lr.rrr, :rl.rptcrl to tltr Itt u r,,rrtlrtrtirr'
situat i()n with r'otrsirlt't alrlt' sttct ess.

llut lik(' th(' cxecutiv('s ol soure LJS

firnrs who nr-c depeltd('nt (m llovertr-
rnent (()tlllir('ts. these ()lli(iills PI'clcl
the pr('(li.til)ility ol sclling to ()nt
large hrrrcaucract' 1() tlx tisks ltnd
unccr'tailrl i('s of colnpctition. t

Policies that fauor the prouinces haue lefi Bei-
jing with mounting budgetary problems.

Fiscal Relations

Audrey Donnithorne

.frirr,, l!l l!) Clrir.r lr.rr txucli-
l. ',.,,,,,r :, rrrrrrh,.r .l '*i,',,. rr.-

- \ ,",.,.,, (l(..entr'.rli/.rti rt Jr(l
\--rf ,,,,,t,t"l,r.rtt r .tl llrc (((lll-
()Ilv as:l *lr()le. The lll()st le(elll
slrifts in llrr- lis(itl slslclrl. :rs itt olhcr
s.('t()r-s, lrilv( gtlrerally lxtlr towartl
grealer- lor'itI autortorttt.'l-hesc
changt,s lirlltr l):irt r)l tllc illtcnded
r'('( ()lrstr'u( I i()rr of ecottorrric institu-
tr,,rr\ l',r llr' l)ttt Jx'\c r,l r lr',rr h tlrlirr_
t.ating lt'slxrttsibilil). Howcvt t, sonrt'
( )l'lhe ) r'xr:tr )-vcar chattgt s at t' ttol str

nrrrt lt cotrrlxrrr<'rrls of lr grarrrl plan as

Ieacti()n\ lo inrrnediatc straitrs alrtl
rrrgs-ol-war lxtrtccn (li,li r('rtl lcvcls
ol thc adrnirr istt'at ion.

Durinl{ nry visil to (lhirrrr irr l1)ti2, I

[irurrrl tlrat al least lirttt (lilftrent
nrcth()d\ r,l r'( \t'Iruc-shxrilrg l)('(t{ccll

;rlolintt:' art<l tht' ct'lrltltl gorcrn'
rl('Dt r\'cr( lxiDg prattitt'rl. lIr that
\'(,irr lll( nllri()ritr- ol pr'()r'ittces rc-

l)()r'ledly ill)urr(l()ned tlx systcnr of'
rlividing,,rrlr llrc indusl|'iill an<l < otn-
rrrcr<ial Iirr witlt the ct lrtral goret-n-
ltrtltt itt l.rr,,t (,1'.1 \\\l(lIl ol rlrrrrlirlH
all lotal r'cr't rrrres cx(cl)l ( ltslr)Itts dtl-
1i('s, l)r ()lits ol certaitr lir'\' ettlel _

priscs. thc ttcwly itrtto<ltt<crl ilrcotttc
rax (p:t:rhl< lrr residtnt lirr-cigncr_s
llrd a vcrv Itl' (lhirrcse) lrlt(l la\ ()Il

lr:urLr lr sr,rrrt lrtr,rirrr'r'r l)r.r(li(tttg
llri\ lrlx'r'l \\\l( lIl, llr( ('('rtrl(,\ilr',ll
ol lht'rcvcttrtcs to bc rlivirlcd nral

Sin,P I t)69 ,,lxtlrq l)nntlhornc hu
lteen a lnnJ rtt,ntt I Jil lou' irt thc lltearrh
.\rhool ol I\uilrt,\lu.li?\ at thr Auslru-
litn Nulional U itt?r.til) in (hrfitnu.
.\h. it ltu ruth,n o[ (ilrrlta r li',,rroIrrit
Svsterr (/967) t0 g t,th?, It,t)rks o

lh. (:hntq( rronont, arl in l9lli tnd
l qx: , tnulurl l ttttmttt) r t lrn l?u \ itt
Ohina uilh frv' l authorili.\.

havr rlillererl s()rnct!ha1 lirrrrr this
tt r x lcl.

()n thc x\cIlrgr, sont<'tl0 1rt't-cent
I loral Icvcrrut's were r('lx,lt((l (o

lravr becrt t'r'trrilrt'tl bl lltc I)r'()\'iIr(cs
irr l1lll?- llris avcrlge \{:rs l)t'()l)abl}'
.xlculirted withottt takittg irtto ac-
i,'urr thr tlrrlc titirs ol Slr.rrrglrai.
ll('iiing. in(l 'l iirtliin. rvhich Iravt' pt'o-
rirrrial-lert.l :irltu\. In l1l8(1. l)('ijing
rr.t.ritlcrl ,,rrlr :ll;.:' l)et'( (,r1. 'l ii rlltr
:11.2 l)cr((rll, arr<l Slranghai :r rrrcre
I1.2 l)cr-('crl rll its r-evetrttcs. 'lhese
(itics a('l :l,i taxing agents. t'itt-ning
lalge profits lirr tht' statc lrr ch:rt gittg
higlr (statt'-lircrl) l)rices ()n thc (()n-
slrtl('r g(xxls tlrt'r scll to tllt, lcsl ()f
(llrirrl. 'I-hus. llrcs( cilit's t rtjol lalge
r'('\'('llues (l(sl)ilc tlr(' srlrall Ixt'((n1-
lrgc ()[ tnx lr'rl.iPts ther r'c{airr.

'l hc sccotttl t:rx-shar'irtg rrrcllroti
l Ur(l in lIx..l !\.r\ llrirl ,'l \lr.rtr\i
I'rrrrince, rllrir h still usc(l llrc svstcDi

Itr( \r',u\l) |rrlr tir.rl hv lllr' rrrill.'t'ilv
,,1 pr',,rirrrt.-rliriilirrH ,'rrlr tlt irr-
rlrrstlial arrd ( ()rlrrrrcr_cial tas. 'lhis
nrav har'e h.l(l lrtle for sotttt ollter
lrr,irirrces. as rrt'll.'l'he lhil'd rIr(ll)()d
ol rrvenrrt -shlrting was tlr:rt oI
(;uartgd()ng, wlri( lt itr I {)tl2 wls ptrrll-
;rblr still yralirrg Iltijittg a lixt<l strnt,
irr irr preri.trs \(afs, r'atlr(! lhirtl a

;x,r ccntagc ()I l()lill !'c\ enllcs (,I a I)cI _

((r)raHc ()l :r I)illtirular tax. lhis nra,'

lr;t\t. becrr ti, ( rr( ()lrragc (irrattg<Lrng

to Iulfill its t'olt as a tt:orlctt:izltliott
l)i('t -sellcr'. l"rrjiarr, rvltit lr lras also
rtr cired gtcalct lit:an<ial attlottolrtr',
lras also lrarl its liscal rclatiotrs u'ith
tlr('(enler lirc<l iIr ltrnrs ol att abso-
Irrrt-surll; itl l{)li0 tltis ptobal>ly t<xrk
rlrc l()r-nl ()l'ir transli'r'lo II'ijirrg, but
ir lllll2 Frrjiarr tltat have ltt<ivcd a

t t rrtral govcr nrrrt trt subsirlr.
'l_hc [rrrrrtlr rrr('lll()d ()l Itvclltre

slraling irr l)r:r('li( c iIr l1)li2 ( ()tlsislr'd
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()l Iitlan( iirl ai(1. l:le!cn I)tt)\inIes rr('
knowtt to lrart'r'etcirrrl ((.nttal g()v-
cr'nnrcrrt srrbsidies (.rr,e'lulrlt, I ). Sorrrr.
ptovirrct's Illr( lurte ill :rrrrl orrl of tlt<'
<lcficit r atcgot t, ll hir Ir crpltrirrs rr hr
tlrc list ()l <lclicit Pr'olinrt.s irr l!)ll2 is
likely to rlilltl slightlv Iror:r thar ol
llll{1) IIortr.rt,r, tlrr.rr'.rrr. lrrc,'r sir,
Itar<l-< or c rlt'Iicit pl'ovinces, all
sparsclr'lxrprrlatt'rl arrrl st rategit allv
lotatt'<1. ()rrizhorr sccll\ tlt( nclrcsl
to a prorirrtt,tlrat <ltralilits Iirr a sub-
si<ll orr tlrc basis ol lxrlt,r'tr alrnc,
lh()trglr its srrlrsi<lv alro trltl be rrst.rl
Iirr rnilitlrr v rlt.li,r:scs trgairrsl nealby
Vietlrlrr. Ilr( strbsidics ro other tlcli-
cit pl.orirrtcs Iltav iD('lU(lc (lisguise(l
rrrilit.rr \' ( \lx nditurc\.

Table 1: Cenlral Government Subsidies to Provinces
China has five or six hatd-core

deficit ptovinces that depend on Beijing
for annual subsidies

Subsidy per(.P.!IL

Yuan Dollets
57 38
2A 19
66 44
18 12

239 160
98 66
149
10 6
75 50
85
43

21 16

lnner MonBolia
HeilonBjians

19E0 ssqsidy in million

Yuan Dollars

1,063 709
886 591
8L7 552
478 319
438 292
365 244
300 200
300 200
273 182
270 't 80
138 92

5,338 3,563

Renling by
subsidy

aa
5
6
4
7
1

2
8
9
3

10
11

Pet pit.

T

Xiniiang
Cuizhou
Tibel
QinBhai
lilin

Ningxia
GuanBxi
,ianBxi
Total
souRcrs

hc tharrgcs irr Iistal rcla-
ti()Ds in l1)lt2 < lt.trlv fu-
\ r,rc(l tlrc Prl,vir:ces. Br
gir il:g thc ((ntrirl g{)\'ctu-

nrent ir slr.l( ol thcil lx;rl rax rcrr-
nucs, tlrc rlrzt rr or s() l)t ovinacs tlllll
sPlit tlrr. irxlrrstlial errtl r'()trllne|r'ilrl
lux nillr l!(.ijing w.rt'allorvc<l ro kecl>
a largcr shilrc of this tar. ,.\r a rcstrlt,
llre ntirjr)r-itr ol Cltina s Provinccs
\'()r thc riglrr to retr.irr.a llrlgr.r ltcr'-
ccntegt ol lr gr owing tx\ hir\e-tltt.
indrrstri;rl uu(l ('(nrrnrr,r'( i,ll lax. i!hicl)
rises irs t()lill ()rrll)lrr i'is(,s-in r\-
cltartge Iirr girirrg llcijirrg tll(.righl l()
shere in Lrt:rl t;rx r'evrnu(.s, s'hich ltr c
rlcclinirrg Ihis garc llr. I)r'()\'in(cs
"irul()rrtlrlir .r'ecp itr tltt.ir' lavor',
wlrile llciiirrg got a pcIC(. tlrgc ()l'dc-
r lirrirrg lrrrrlits r.rtlr(.r tlr.rr! ,'l' ll\tll.t
tax lcr cipts.

t-rttt'rprist plo[its. u rrrajor sourcc
ol lotal rtrtrrrrt,s. hax, Iallcrr in tlrt.
l)ast fi'w )ca,s bet'ausr. ol Ilr(' tri[r-
agcnrcrl rt.lirrnrs lhxt lx.r'nrit enler-
I,ri\'\ l,' k' i l, rr,'rr' "1 tlrr,r l)r,'lrt\ltr .rrlrlitr,,rr. t(.\||.ti ||i,Il\ ,,D riti\i ,]
Pr ices rlt slritc ri\ing ( (,sts h rc
Iirrce<l rrr;Url cllterl)r'isr's to ()pctiitc
irl a l()ss 'lll('sc .1/ farkl ((nlsunler
srrlrrirlits. r'rrrrrlirrg Yill lrilliorr irr
l1)81, slrorr up as rerlrrctrl lrlolirs of
slnt( cnr(.rl)ri\cs an(l nol as spe(ili(
\ul)sidl il( rls ()r) thc (,xlx.t!(litllrc si(l(.
rrf thc lrtrtlgt t. lllearrwhik'. trlt:rl ()ut-

l)ul hxs Ii\c ()\et- llrc lllsl Ii.w vcaIs,
arr<l rrith it lllc Icccil)ls ljr) t in(lus,
tri:rl arrrl rorrrrrrtr(i;ll tit\ 'l_llc n(.r\
h.r lrl .rstcrrr lr,rs rt.rlrrr r,rl si( lnl.lt \
tux r-errrilt:rrr<cs lr) tk.iiing. lirr r'x:rnr-

l)le. ll1)nr Y{i{)0 rnilli()n ir l{)ti0 iln(l
s()rlrcttlr:rt ov('r' llrat ligur(. in Mtl I

((lcsl)il( llrr' (lis:tstroLrs lLxr<ls o{ thar
rerr). t() \()rrc Y500 rnillion in l lltl2._i1.,'rcr.rrrrPrlrg oI tlrI rrstr.rrr irr
l1)82 iu lavor ol thc I)r'()vin((,s n)ily

World Bank. Chinese Ministry of Finance, and Chinese State Statistical Bureau

Table 2: Beiiing's declining share of revenues collected
by all levels of government

ln 1957 the centtal government dircctly collected more revenues than it
spent, but in recent yea6 its revenues have met less ahan a third of its

expenditurcs

Direcl cenlral
Di.e(t central budgel.ry tovernment revenues

revenues, including Cenlr.l government rs perce[t of
,oreitn bolrowi,tt crpenditures centrtl govelamenl

{million /u.a) (million /u.n) erpenditurer
1957 22,738 21,829 104
1965 15,607 2a,9A4 54
1971 11,936 43,567 27
1977 11,385 t9,370 29
1978 16,463 52,098 32
1979 1A,756 64,5A9 29
SoURCtS: World Bank and horn Chinese Ministry of Finance.
Nole: Direcl revenues of central governmenl exclude lransfers from provincial-level units,
btrl central governmenl expendalures include transfers lo provin(ial-level units.

Table 3: Military Expenditures
Eeijing's risin9 sharc ol military costs is
conttibutinB to its financial problems

ABC
Tolal cealral CIA estim.lcr o,
tovernme.l Overl military total fiilit.ry
erpendilu.eg erpenditurei expenditure
lrnillion yuzn, lrnillion yu.n, (million /u.r, in B ac C .s

cu.renl p.icer) aurrent prices) corstant 1974 /ararr) of A oJ A
1957 21,829 5,511 25
1965 28,9A4 8.676 30
1978 52,098 16,7A4 41,000 32 79
1979 64,589 22,266 45,000 34 70
1980 19,3B0 42,000
SoURCCS: Chinr'se Ministry of finance; speech by Minisler of Defense on December 1,
1981; Eeiiin9 Review, ,anuary 1'1, 1982; and R. C. Milchell, 'Chinese defense spending in
lransition', in China Undet the Fout Modernizatiohs, Part l (roinl tconomic Committee of
ConSress, Washinglon DC, AuSusl 1982), p. 605.
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Popul.lion
in million
persons,
year-end

t979
18.52
31.69
12.56
27.3.1

1.83
3.72

21.84
11.15

3.64
34.70

219.45



have bcett Beijing's trrrttessiott lor
the Y7 billion bailout llrrIn the Px)!-
irrces in l9lll. In lhal ycar, thc ccn-
lral g()vcrnrnenl r-an an Y8 billion
rlcficit, while sotne provin<'cs ran sur-
pluses. ('l hese rlt'fitits ;rnd surPluses
arc (()n(('irled irt the "stalt' bu<lgct,"
which is an aggrcgati(,n ()f the trre-
nucs aDd cxpen(lalrrres, rxcluditrg in-
IerJcvcl tt'ansli't's of tlrt budgcts of
tlre ccntnl g()tcitlnrclll and pr()v-
irrces, all the wr\'(lo\r'tl t{) lhe (()tln-
tit's altl lowcr.) lleijirrg asketl the
plovinccs to lrnd il Y7 billittrr or
rrxrre in l{}U l, a.cr)rdingt()a l)e(enr-
hcr I 2, I 1)81 Xix,tu lz N,, ,.1 rcporl (hat
clainrcd 'this rrcasure w()n thr stlp-

lx,rt r)l lh( Lr:rl go\,erttrtt(ttls.tt r:tIi-
orrs levcls. alnxrst all ol whir'h ltave
contributc<l thcir respeclive shitr-cs."
'lht irl)licali()n is that srxnc lo<al
auth()! ilics di(l ll()t ir('ccdc t() tllis de-
nrirnd. AIlcr all. the plovint'es had
b<.en assurcd lllill the Iiscnl arlalrgc-
rrcrl\ lx gtrtl iIr lll8fl t1,,tlld lctl!.liIl
irr lbrcc Iirr fivr years. Such a largc
rlcnrand orr lh(il r-es()ttr( cs the \et_t'

ncxt lcitl rDight ltave Itrltrired sonte
lirlm oI < ornpcrtsatiotr lt.r swcclt rt lhe

I'ill. ()n tl'( r,tlrcr lr:rnrl. il Beijirrg irr
lil(l r.lsc(l its p()$('r- ()\'cr the Pc()l)le's
llank ol (lhina l().onhs('alc tl)c l)r()-
!irr< ial brr<lgetar 1' surplus('s, thc Ir-()\.
inces rnx) bc rrrole tarclitl itt the
Itrturc no( to rcalize srrrplttses,

Anothcl sigrr ol tltt' gr,r'ertrnttltl's
gr'os'ilg list al pr oblents is its irtclcas-
irg depcrrdentt orr revctltre tratlsli'r-s
Irrrnr thc provirrccs (.v2,'l'irble 2). ln
l1)57. rlrc ccntral govt'rtttttcnt <li'
rr'rtlr rr,lkrttrl rrr.'Ie rr'r(lttll llt,rtl il
spenl. ll) ll){i5, lrowevt't. ils tt'v<'true
rl('l (nrlr a).1 l)cr(ent l,l its exPcn<li-
Irrres. Altcr tlrt' ( lrrltul-ul Rev()llrti(nl,
il wasablt lo toverless than a tltitrl oI
its expnditurcs ftotrt its o*It It're-
tluc, an(l dep('r)dcd ()tl aemiltuttcts
Ir-onr thC provirrrts f(:,r' thc lesl.

Thesc ligrrt'r'r irr [:rt t rrtrri rcsti-
rrirlc ll)(' .e[(ral g()veI Ilrtrtnl's lillan-
liirl wr.'akncss ()n trv(] c()urrts, l'irst.
tllc gtcirl('r' Pilrt ()I cxtra-budgcl:lr\'
lirnds act'rues to localatrthoritics an<l

t(, the c tclprises lrndcl tlrem. 'lhese

(.x I Ia-l)udget ar\' lirnds ilrclud< inr-
portant t'cgular sourccs ,rl revelrue
such as rt'(aincrl rlepr<r'iation [trnds
ard pr()lirs retairred, eitlrt'r licitlv or
illi(itl.t', b)'enterl)tises an(l theit l(xal
l)rre^us ()r- llinisl ries. ()ther itcnrs
irrt ltrdc local l)udgelar'y sr.lll)ltlses
(arried d()wrl l_trrnr prcriotts ttars,
srrrrdly l()cal srrrrhargts l{) laxes,
lxlies (,rr l)ubli( lrtilitics. lrr(l a h()sl of
()lher irtl)()sts ol' ratil)rrs kin<ls. In

t'eceDl years, extra-budgetary reve-
nrres nrily ha\'(' am()rrnled to the
cquivalcnl of around half of total
l>trclgct;rry revcDues. Scrondly, the
t evenrrc Iigurcs inclttde rereipts
lirrnr donrestic bond issucs arrd fi ()rr
lirreign loans borrnwerl by thc cen-
tral ll()vr!-n lenl ()r its ageDcies, ex-
r lrrdirrg the lr.rlrLs. ln rro\l c.)tlrrllie\
kran rer'eipts xr-c not in(luded in a

l{(,terlnrent's rt,venut' figures. bul
are intr'oduced as a balancing itenr.

Tlrc Pr'acticc ol'using lirreign loans
t() balan('e lhc l)udgcl lirst became
signifirurrt in 11179. lrking tlrc fiB-
u.es at their face value, the 1979
loans ol Y3.7 billi(rr ( ()nstitutcd ()nly
:1.4 p('r( ent ()l lhe (enlral g()vern-
rnent's budgetarl- revenrres fr()nl all
srrrrl.(es, bu( a(rrslitr.lled 22 percent
of the rcvcnues. cxcltrdirlg l()ans, c()l-
l( ( tr(l l)\ th( ('r'ntral g()\'rttrrlr('trl rt-
self. tla<l lleijirrg rot b()rr'owed frolrr
abroarl irr l{17{). its ()wn revrrlues
woulrl har'e r'overed onlv abottt 24

l)crc(nl ()f ils ('xpen(litures. 'lhis
wotrl<l have firrred the (ent!-al I{()!-
('rnIl)cnl l() r'cduce cxpendilrrres
(swollcn in thal ycrr l)y the wal with
\/ietnanr). sqtl((re evetr nrorc litrnt
llrc l)r'r,rir('('s. or rutr lilrger dclir'il.

A(l(ling to thcsc pr{)l)lenls is lhe
Iising share ()l the rDilitarJ l)u(lget
lxrrnc br Beijirrg. l\lilitary ex1><'ndi-

lrrres w( re 34 l)cr'('enl ol-all rcrentres
colle<lc<l by llx ('enlral govertrrrrcnl
in l1)71). l'hrl is lhc l.tst yenr for
which prrblishcrl butlg<'lat1 figures

()n revenues and exPenditures were
broken <lown by level ofgovernment.
Though rnilitary r osts were high<'r in
tlrat ycar, because of lhe war with
Vietnarn, CIA estimates place Chi-
na's nrilitary expenditures nruch
higher-at roughly 70 percent of the
central government's expenditures
in recent years (see Table 3). But this
would have squcezed ()ut nonmilitary
expeDditures t() such an extent that
()ne nlusl eithel doubt lhe accuracy
of the (llA's eslimatcs, or- .onsider
rhe p()ssibility that the central gov-
ernnrent pays only palt of tht: mili-
lary's c()sts. It is likely that the cost of
building strategic roads and other
defense facilities are borne by the
prorirtces. Tltis would cxplain Bei-

.jing's large subsidies to some prov-
inces in strategi( ally inrportant areas.
One nrust also remenrber thal Chi-
na's nrilitary is in s<)nre srDall nrcasure
self-fi nancing, since factories under
Drilit:lIy control s()oret imes (lake
nl()ney ()n civilian sales {nd exp()rts.

Ovrrirll. tlx governrDent's finan-
< ial circumstances will < ontinue to be
difficrrlt in lhe foreseeable [uture.
Relicf in the firlrrr of rapidly rising oil
production is doubtful while the
chanccs of any significant tax reve-
Dlres fr'(,tn forr'ign rnlerpriscs in
China are uncertain. No quick pros-
pect ol relief for the ccntral g()vern-
nrerrt's budgctrry problem is cur-
renll)' in sight.l-
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BUSINES$BUILDING B(X)KS
from the National Council for U$Ghina Trade

China's Provinces: An Organizational
and Statistical Guide

Millit-rns of dollars worlh r,,f busincss is nou
be'ing carried oul dircctly with thc provinccs.
which havc subsmntial holdings of forcign ex-
changc and thc authorily 1o spcnd it. This singlc
volumc helps you to lind the right contacls.

China' Provinces has ovL-r 50.0(X) entrics in all.
including infornration on how to conlact: I6.000
organizations:,1.2fi) Chincse olficials: -1.800 local
govcrnmcnt agcncies; 900 foreign tradc corpora-
lions; 2. 100 corporations in all branchcs of indus-
try: all local financial institutions: 5.800 lictories:
and 2.6(X) research instilutcs. proli'ssional associa-
tions. universitics. socictics. and hospitals. Hun-
dreds ol stalistics arc provided on cach provincc.
with trcnds and brcakdowns.
176 tut<c.\,81:'\ Il . 193J.
.t-'.\5 rS/.\: t,' ttkutlar:). !:.t: t,'did,fu h'rt'fituti,nt'.

LIS{hina Trade Statistics 1982
US-China Trade Statistics 1982 providcs de-

tailt'd information on trade bclwe-cn th!' Llnitcd
Statcs and thc Pcoplc's Republic of China during
calcndar 1982. It lists somr' 1.6(X) products cx-
poned to and f.800 products inrponed liom thc
PRC. with borh quantitics and values in cach of
thL' past hvc calcndar -vcars.

Thc lalcsl edition of lhc Nalional (ouncil's
annual stalislical compilation includes expanded
infomration in a new lbrmat. The S5. l9 billion
wonh of impons and cxpons can bc quickl,r and
easily cross-refercnccd by sevcniigit tariff and
SITC-based classification numbers or SITC
(Srhedulc-s A. B and E) groupings.

This volume' includcs impons and cxports al
thrce lcvcls of spccificitl: all-ncw tablcs on US
rcxtile impons liom China I978-1982. and tabk:s
illustrating reccnl US tradc trcnds with thc PRC
and China's lradc wilh:clccted lorcign countries.
llo ptr.{.\.ltt! .\ I l . l9ll.l. 510 (|ft\'tt) ntunh(\)

American Firms Importing from the
People's Republic of China

The past tivc'ycars havc wilncsscd a dranratic
incrcasc in both thc numhtr of Iirms doing busi-
nc.ss with ('hina and in thc diveniit)' of irnporled
producls. American Firms Importing from th€
PRC tclls you who impont'd what liom thc more
than $2.1 billion wonh ofgoods thc LJS purchased
from China last year. This direck)ry-thc lirst of
its kind-lists. indcxc-s. and cross-rcli:renccs ovcr
2.300 conrpanies. Erch listing includcs thc compa-
ny's namc. addrcss. tclcphonc and tclcx numbers.
cablc addrcss. rcsponsiblc cxccutivr-s. products im-
poned. pons uscd. busincss volumc. and bank
rclcrcnccs.

Also included is a cross-refcrcnccd indcx of
more than 200 companics cngaged or intcrcsted in
counterlrade-an idcal guidc for cvery cxponcr
who may nccd to take parlial paymcnl in goods.
9-i ,rdr,.r. ,\i ., 
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China Business Manual
China Business luanual has bt'cn describt'd b1'

'l h(..|siq lluil as"concisc. . . conrpact. .. cxhaus-
tivc. enrincntl-v practical ... [and] indispcnsable"
to anyonc doing busincss *ith China.

Thc Manual and rts l9E2 Supplcmenl (ontain
dctuiled rnformatrr)n on all (ommissions. minis-
trics. corporations. and organizations in ('hina.
complctc with strcct and cablc addrcsses and tele-
phonc nunrbcrs. lhc conlcnts arc organizcd by:
political structurc. agnculturc. encry1: financc. for-
cign and dclbnsc affairs. lbrcign tradc. mcdia and
advcrtising, transponation. communications and
travcl, scicnce and tcchnolog-v. and provinc'es and
m unicipalitic's.

Both books arc in a convcnicnt 4" x 9" sizc.'fhc
3ll-page iUanual contains ovcr 5.tX)0 cntrics. and
thc Suppkment includcs rrrore than 700 ncw cn-
trics and olhcr changes.
Manaal dtkl Supplarnent pu.kut( S4li (51o tt) trk'tnlto't)
l9E2 Suppl.ment t) lt Sl,\ lSlt) h) ntoriltr\)4

r8,r
b
+

Mril ro: Nalional Coun.il tor US-( hina Tradc
Poblications S;alcs Depanmenl
lo50 Sevcnlenlh Slreet. Nw-Suxc 350
washinglon. fxl 20016, tisA

C My chcck for t,rJ is enclosed.
0 Pleasc'bill me.

E Pleasc scnd me inlbrmalion on your olher
publications.

o Please send mc information on mcmbership in
the National Council.

would likc lo purchasc: 
lcrrcle apptrcabte pnct)

copy/ics of tis-Chine Iiede Strtisrics 1982 (a S4O = $
copy/ics ol-Chin.'s Provincts: An ()rgrniationel (o $:85 / 3185 : $

.nd strtisticrl Guide / t2l5
copy/ies ofAmericrn l'irms Importing from lhs (, S85 / t60 = $

P.'.rple's Rrpublic of Chin.

copr-/ic's ofchins Business llt.nurl packaSc l9tl. (d $48 / t40 = $
plus 1982 Supplem€nl

copy/ies ofchins Busincss Nlinual-IgE2 (d $18 / $10 = $
SopDlement

Arrmail postaSc and handhng 1o $1.00 per cop-r : $

Namc 

-

Or8anization

Address
TOTAL $



fi'al,lrta

1982-8) China Oficial
Annual Report, l.t\glish
t'<lition, cditeri lr.;i New
(llr in a Nens I'h()t()s
(i)orpriny. llong Kong:
KingswirY International

['ublicati()ns, t,td, I {)U2. l)islril)uted
b,v l'irr llasterl Econontic Review,
Tanjong l'agar, P() Box 89, Singa-
p,,re 910!t. 9311 pp. $li(|. Irlur $7 tlr
sur[:rce or $l7.l-r0 lirr airlnail
delivrn.

l'his scr ond irr tltc series of official
yearbooks covers l98l develop-
rilcnIs, r{ith sorttc ittforltalirttr
through Mar<h l9li2. Tltt'fortlat ol'
lhis \ery uselirl brxrk tloscly lirllows
rhirl ()f rhc 6r-st edition. and includcs
a gt neral intr(xlu( ti(nr, r'hronologl_'
ol' t lre nrairr t'vt'nts in Ml3 I . attd dt'-
taik'<l irrlirrnrati()n orr topi.al subjects
(politirs, law, ntilit:try, Iirleigrr rela-
tiorrs. fittance. ecottotrrit's. st ien< c
anrl technokrgy. (ullure, educirti(,1r,
herlth. sln,rl\, r,x tctr, attrl natttes itr
lhe news). Ncw coveragc includes
britl irtlot'nratiorr ,'n ear lt ,,1 (.lritr.r'.
provincrs irntl irrlclitional st'ctorll rc-

lx)r'ls ()n Inetals anrl ntetallur'15t', thc
chcrnical indrrstrv, astr{)navigxli()tr,
al<l eleclroni<-s. Ntant' new nraps,
thalts, arrd lablcs ar( J)rc:icrrte(1. Rel-
evanl lairs nn(l stalisli(s ii!c Pr'()\'ide(l
in cach st cl iotr.

Ldu' Annual RePort of
Chita 1982/), lnglislt
crl it iorr. Hortg Kotrg:
Kirrgswav I rrtcrnat iottal
P rr [rli< ariorrs, l-1d.,
l{)U2. l)ist ribrrtcd hv

Far' llastr'rn l-cottotttic Rt vit'w.
'I:rrrjorrg l'ag:rr', I'() B()x ttll, singn-

P()r(. {) l ol3. 5ltti pp. $lt5. Plus $7 sut'-
Iar t. or $ I 7.50 eirrrrail rlclivet v.

I lris ollrr i:rl lrarrrllrrrk orr (.lriu:r'.
legal svstcrtr arttl laws ccr-tainlv rcul-
firrrrs Chirre s 'opcrr door polirr.' il
() ('Illeasllrcs thut Irolicv lry tlrt'rFran-
rirl r)f infi,r'nr:rli()n nratlc available to
loicign lilrns. -lhe lxxrk itttlrttlcs al
rtrtt'(xlu( ri(,r!. t lrr'r'lrrr lc ol' cr,t tttr ttt
Olritla's lt'gal systcrrr itt l1)t3l , selct tetl
las's attd tegtrlatiorrs, <lis<rrssiolt ol

R()()KSHEt.t'

lcgal strr<lics in (llrina, intclrtational
Iegal cxclrangt's, an<l arr appcndil
and irrdex.

Tlrc rtrrjol Ixrlliorr ol tlrc br",k-
221 Pagcs-is <lt'v<)lcd lo lhe tcxls ol'
irnp{rrtarll laws aIt<l r-t gulat ions
lrrorrrrr Igatcrl in 19131 rlrr.orrgh rarll
l1)82 and those prontulgated bclirrc
l1)8ll)ut still irt cliet t. ThcI'e is cspe-
<iallt grxxl covt rag<' oI lh()sc liws
atlectirrg Iirreign tra<le attd inrest-
nrert. '['h( rolurrre ;rlso itt<ltt<lts a

r.rt.rlr'B itl Statt' ( i rrrrr il lrrrlletrrrs rtr

1980, an<l the irl)per(lix contairts a

list ol inrlxrrtattt rttlcs atrrl rcgula-
t i()ns issucd hclwc(n Sr'l)lenrber
l1){1) and r}r('en(l()f l1)7!). I-his lxxrl.
r{)gcrlrcr wilh tl\<' lt)lt2/3 {:hina ()\fi-
rtal .l nttul lltlorl (\tt aborc) cart bc
ordcrcd as :r package liotrt FaI' llasl-
cln l.(()n()r)ric Rcvitrr at $lll0. plus
$14 Ii)r' sutla.( ()r' $:15 Ii)r ailrrail
tlelir t'ry-

Collection of Loas and
Regulations of Chino
Corcerting Foreigr Eco-
nomic axd Trade Rela-
lio r s. I'rrblishe<l br
(lhina Market l'rrblish-

ing (l{)rp{)r'rti()n, t}eiiing, :rnd l)avi(l
Sl nre :rn<l (i)nrl)uny, Auslrillia. l1)13:1.

I)is(ril)ute(l in the tlS l)\'(lhinn (i)n-
srrlt;rnrs lntcr nutirrrral. l5 | I K
Streer, NlI, \{'uslrington, tXl 20005.
7(i0 pp., rrrtrnberctl s< 1rar-atcly bv scc-

tion. $250, inr lrrding slrl)l)lerr(nts
lirr orrc 1ear.'fhis loosc-le:rl- (r)lle(ti()rr i\ thc
rn(,sl ((r)tlrlct(' lrtd lrl)-t(F(lillc \ol-
rrrnr ol- (lhirrcsc t ru(k' lnd irr\'eslrrrent
laws ctrrlcrrtll' ilvlilablc. Its c()rten-
icntlv tabbtrl sc(li()rri ('()vcr l{etrer:rl
lcgislation anrl rrr{,sl irnp()r'lant laws
(tllr'()ugh .lilnurIy ll)t3:l) g()verlring
Iirreigrr irrvcsln:crrt, lirr'eigtt trark' ad-
rlinisllilti(nr,spc( ial e(()!r()rnic z()Ires.
Iirreigrr cxchartgr' ( ()nlIols, laxuli(rn.
('ust()rls, inspc( li()n :lrld (ltraratrtine,
r('si(l(lt ()llices ol lirreign ctttet-
1lr-iscs, trlr<ltntarksr t'('solrt(es, (1)n-

t r'aa l s. arllitrxti()n, and rrlat'itirn.
t rtrtslnlrl. 'l hc (lhirrcsc anrl l-rrglish
l;lDE'llllge lc\ts ()[ lhe litrvs lllrd regtlla-

li()ns it!c display('(l (nr Iacirrg pages.
'l here ar e n() n()Ies ()r ( ()mr cntal'ies,

'l'his 
I)ubli( ali()rl tolrrlttcs dircr tlv

with ( )r'earr:r's (),nntrtial, lltrstntts
unl 'ljulr l. b: 'lh? l\'q)lr'! Ilclublir
ol Ohina (:tt Tht ORlt. Novertrbet-
l)ccenrller l!)82). Oct'ana's publi<:r-
ti(,rt, th()ttgll broa<ler itt scope, <kres

n()t irr(ludc (ihincse lang.rage tcxts
and includes laws onlv throtrgh April
lllt'12. At $l2ar, il is also lcss costll.
Srrpplt.rnents will be available at a

scparrtc chalge, lrrtt rrone ltas l>een

issue(l yct.
Whcrr rhc c()lrt('r1l ()f trvo collcc-

ti()ns is sirnililr, crlarerl.y is lhc nr()st
in)p()! tatll lir(t()! in srl( ( tirtg a Ioose-
l<'rrf ltgal st'tvicc. Whr|c (itllcrtion rtJ

Lau,: anl lltgulutbl\ ol (:hina (i,tt-
tttning l,nlign l,)ttnornrr atrl 'liule
ll!l lt!Dt\ is now lhe lea(let' in lhe
li(,1(1, rhc fi(1lucD(y (,1 the updatirg
sr.r'rit't, will lrc tlrc pt'irrrc f:rrtoI in
cstablishing whi('h ()l-tlte$e two iIu-

lx,r l.llrl I ) l I I ) I i ( , t I i 
' 

, r r :. nill rttailtt.rirr
that prrsitiott.

BOOKS RECEIVED

On Introducing'lbchttology to China,
by t-irr .ling-lirng. Ncw Yrrlk: l.ast
Asian lrrstitrrtc. (irlunrhia Irniver\il)',
l1)ll:1. (lhinir-l tcltlali()ual IlusiI)css
St'r'ies.72 pp. $7.
Economic Deueloprne l ond Social
Chonge ir the PeoPle's RePubli. of
Chira.lt,t- Willl Kraus. 'lianslatc<l by
L.NI. ll()l/. New Vrtk: Splingtr-
Vt'r lag, l9tt2. Jlt2 pp. ${8.
Technologl. Polilics. ottd Sociely in
Chino. lt,t Rtr(ti lirti. []oul<l<'r, (l()'
Wcstvicw l'r'css. I l)It2. 255 lrP.
$ 2 7. i,o.
'l'he Trtn$ition to Socialism ix China.
t'rlitecl lx l\lark Scltlcrr anrl Victor
l-il,pil. Anlr()nk. NYi N'|. ll. Shall)e,
l1llt2. :t26 pl). $2ir lrar<k ort'r: $ 12.1)r'r

paper back.

llu*s anl Lu:ttn'tt gutlts tubntllul
It, l"t\.\tLl,' ttt'tt u tn 1'lrt' (.lrttt.r Rrrsi-
ncss Rct ie!\' :houll ltt vnl lo lfu ,\a'
I|)nol (h (tl'.\ lrooh clthr. illorianrta

I
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Who is the driuing force for technical change in Chirut today?

The Chief Engineer

I rr\ \r,{ i( t\ strrrgglllrg to
/l rrr,,,l.rliz. rrrrrst lirst rlc-

d *',.t,,r, r tr,, ..rDir( [\' I 
' ' ('t |,rr(.

-l- .!-,,, .i,tn1,, ,,i ,*r t(.( hrr(,1-
,,).n. ,lr'.crttitr.rte it. ;rnrl tlrerr rrpplr it
orr the Iur tol) fl<xrr.

Ilut wherc rlot's nt'u tt('lrr)ol()gy
r.rrrc Ir,rrr rrr (.lrin.ri.\rrd lrr,rr'ir rt
tlissclrrirraterlt 

_fhcsc a|c the ovelr irl-
irrg qucstions I hert' btcn cxploling
sincc l1l1l0 wlrilc or thr lr(ulty ()l lhc
I)alian rrranagcnr< rrt tlrrirring <enlt.r,
wlrcr'c llre tJS (l()rlnrclcc l)epirr-l-
ttt, ttt lt.ts rlx,rrr,rrr'rl .tIr t xr', tttirr
trilinirrg pr'(,grar Iirr nrid-lcvcl arrrl
st rri()r' ( lhincsc r rrilg(.i\.

l\'ly ()r-sirc lescalclr aLrrrg witlr
ntorc llran l()0 lx rs()nlll irltcr'\'i($s
ov< r a tlrrct'-yt ar pt riorl kd nrc to thc
sorrrcu llrt surprisirrg conclusion that
ltr'lrni(ill kror!-h()rv in (lhina corrrts

l,r ( ll\, rDr r( lr lt,,|It tlrr slr||tt'sr'tttr t r tt
drx.s irr Anrciica. It a()nr(,s lr'()rlr th('
nrcrlia. < hartr c crr<ourttcrs lrclwccrr
irr<livi<lrurls llonr dil { t'r en t lror'k-
pl;rr cs ;rrrrl prrrft ssions, ;rnd cxposrrlc
t() ncir llr-()([r(ts, r.sp<rialll lirlcign
lrlrxltrr ts.

[]rrt rrrv rrrrrst inrerr'sting lin(linl{
rtas thut (llritta's nctw()rI ()l 8.000
or' so clitc rtrearrh establislrntertts.
orr whiclr tlr( l{otcr-nrrcnt lilvislr('s
.llx'lrt I.5 grclrent ()f tlrr'(i\l't'erh
\'( ilr. ul)l)eur'\ t() l)lav a r'r'llrtivclt
rrrrxlcst rolt' irr thc plrxcss ol terh-
nol rgr.- <lisscrrrination irr (lhirra.

Iir lrr.ttcr rrnrlcrrt:tIr<l tlris PIo-
ctsr lh<r'c is prirrcipalN' orrc plixr
t,, Ar, rL,rr'rr. I),rsrr Jr,rrrr tlrl lrrirr-
ist r r-lt vtl scicnr'r'an<l Ic('hn()logv
urrits thut lrr()lcsr to l)(, ill .halgc
ol ncw ttcltrrolrgr. dowrt Iiont sittr-
ilar rtsr'ar<'h {)utlits irr tht' pt'or-
irrccs, r'ight orr rlrrvn to tlrt olllcc
<lor:r' ol tlrt chicl cnginccr irr a
(ilrilrest. Iurtory. It is:rt tlris l<'vt"l

in Ihc svstcrn thrl eflr)rts to rr{xl-
clrize irrduslt'v rrrrrst rrltinrattly suc-
r t r'rl or l;ril

Grass Roots RUD

'lltc job ol supcrvising rcsearch
and devckrpnrt.nt in a ty1>it al (lhinese
entcrprisc lit,s with a vit'e-director,
u'ho is usually also t hr. clr it.I enginerr.
flis {n h('r e(lur.ati(rnal Ievel is gcner-
alll low. srrlvels sh()ri. Ilul it is nr)
intpressirrn lllat illtporlanl cnt ar-
Iriser tt,,t rrtrllr will lr.rre u r ltrcl ertgi-
net,r wilh a universily e(llr(-ati()D in a
te(hlic:rl fiel(1. Ohirf cngineers alc
r csyr, rrrsilrl<' l'r,r all ttrlruir.rl .rctivi-
ties. whcther Iirr ncw-prrxluct <lercl-
()pnrenl ()r irnProvcrDents in existing
prrx essing te( hn()l )g!. -l her super-
vist :r rn.rrragcrrrr'rrt stru( nrrr that r\
r enrarkahl! urrilirrrrr thlorrghorrt Ihc
torrnlry, owing to past Soviet inlltr-
crrrr',rn,rlg.rrriz.rtiorral rI,sigrr. l',rr
R&l) activitics, this rornlally nrear)s
tlr:rl undcr tl)c lcadt'rshiP ol rhc r lrit'l
r'trgirret t tlrcrr'is lr gr,rrrp irvolred irr
prorlrrtt rle,'igrr .rrd .rrrotlrr'r irr
charge ol new and cxisting pr-odur'-
1i()n I)r'(xcsscs. 1'lrt. chi<f enginet.r
most oftt.rr is irr clrarge ()l thc enter-
prisc's tcr hnit al inlirrmation olitr,
quality c()nt!-()1,;rn<l Ihe trial prodrrt-
I ion w()rksh()l). Iitrrthernrolc. thc
(hi(lengiIlecr leads the a(tilitics ()l
lhc lc('hnical t( anls l()('atc(l ilt ca<'h ol'
thc enterl)risc's workshops. ln nrost
( ascs, aD crrterlrrisc lhat cstal:)lishes a
lcst:rrch irrstilrrtr will l()(rtt it sitlrl
Ihc pr-rxlu.t <lcsign splrcre ol tlrt'
.lticl-ettgrtreer"srrr tiritics. fhr' pra, tr-
ral rtsult of .rll tlris i\ tlr:rt IIx'rc i\
tlpically a "tcchnir'al crrrrrnrantl ccrr-
ter'" within nr{}st C:lliDesc enter'l}riscs
lhat harr(lles all inn()\'ati\'c drcisions.

[,nfbrtllrdlely, there are rnaIly
things al)()ut thr a\ctage (:hinesc en-
terl)r'ise tlrat still ap1>eal lo discour-
il8e llle ittr,,\.llr\,t Ptorl,ss, rlc,'pitt'
tlte rDattagcnlcnt tclirrrrrs t'r r acl ctl
sincc l97tt. A (lhinese facton' is anal-
r)gl,us lo :r sirrgle-Prrrdttr t-lirtc divi'
siolr in a \Vest<'rn crrlcrplise, firr ex-

anrple, and more closely resenlhles a
(()st-crDter than a pr()6t-cenlcr. It
has virtually no ability to divcrsify
and rrsually enjoys a guaranleed rnar-
ket. since the stale is ()bligated to buy
whatever rhe planners tell it to pro-
ducc. Until ver] re(ently. l Clrinese
cnter-prise had trr practir'e "socialist
( ()opcrati(,n" by sharing any and all
()l its techni(al innovations with sis!er
lacilitics under the snrDe nrinistry. It
is r,r'ithin sut'h an environnrenl that
nr()sl r)l'the Iirt ut_e technol()gical
glowth that China desires will have t<r

take 1>l;rce.

F inoncin g M odera izatio n

Frrnds Iirr R&l) activities within an
crtterprisc t'orne frorn a varit,ty of
srrurccs, c:t'h ol whic h may influcnce
tl)e l)r{)ie(l selc.te(i. lhe bulk ol'
R&l) fun<ls tontes nrainly fronr an
('rrlcrl)risc's owr working rapital. Irr
the past, firnds were provided by the
statr' irr rt trrrn Ii,r' th(. pri)hts rctnit-
ted bl thc entrlrprisc. Tirtlay, ho*-
('ver', undt l the p()li( ) of linrited au-
t()n()nry, nr()sl of- att enlerprise's
working capital cornes frorrr retained
('arninBs. thus (r'eatiDg :r dir-ect link
hct wt'e n contl>etitive perf()rnlance
and inveslnrent in technical inrrr>va-
li(D. Sin( ( well;rre lunds and bo-
tttlscs als() c()rle ()ul ol retainerl
(lrrlings, there are str()r)g ('()unter-

Irlessrrr-es to spend these f\rrrds
()n (r)nsunlpli(,n rlrther than on
invest rnent.

A st'conrl nr:rjor sourt'c of R&D
lirn<is is an entcrl)rise's sul)eri()r'bu-
Ieau {)r'c()r'lx)rari()n. 'l hese litnds fre-
(luenlly c()rDe cofirplcte wirh sPt'rific
projtlt assignnrents nradc b1' sonte
srrperior- brxly. 'l lre assignnrents vary
t<colrling to the lrosition ol an cnter-
prisc withirr th(' ea()n(rtri( systcrtl:
'l lre t Lrser it is to a ministrl. the nrore
likely ir is that higher authoritics will
assigrr it research projerts. Often

l0 Ihe Chin B6iness Reriew/Novernb.r-Dcccflb€. l9E3
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tllr'sc prr)j('cls ()riginalc in tlrt ullntral
sti<.rrre arrrl tc(lln()l()5.v platrs of tlt<'
(tllcrplis(. whir'h wcrc subrDitted trr
rhl vicntilir arrrl tcchnital ollicc ol
tl)(. ht '(lu ()r' c( )r ln,r'ilt ioll Ii)r lll)-
prolal. ( ionscr;rrt rrll\, su(h I)r'()j((l\
(l() Dr)t rcl)r'e\('rrl trtrc\l)ecl((l r)igllt-
ntat'('s li)r crtt(rl)ais(s its thcv ille irl-
rr()sl rl$ir\s nrgi)tiat((l bctrtccrr llr<'
higlrt.r arrtlrorit ir's an(l ('rlter l)r'ise lx'
[i)rc tllc;rssignr)rcnt is ntx(lc. A(l(li-
li()!ral Rli-l) litttrling ran lls() .()r)c
llrf()ltglt { ()DIIa(tuirl :lr'l_:tllgcntcrts
{ r orrr lxal srit'rttifir' and tcchnic.rl
rr)rrr)issiorrs. rrs wcll us ft'(lrtr otl:ct'
cnl( rPri\.s. itt< ltrrlirrg cust,rrrrcr's.

I Ire <lt r isiolr alxrrrt $'hiclr PIojct ts

t() l)ut-su(' is llllinrat('ly rna<k by thc
.lli(f cr)gitle('r'. rlnd iIIIlu(Ir(ed ()l
((,lrIse l).}'llre rr('(rl Jirr ( xtei-rlal ftlrr(l-
irrg. A sr'rits ol screcrrittgs irrtd evirl-
uiti()ns lIr, (()r)(luct((1,:rlth()ugh in ir

lcss rigor'otts irrr(l less Ii)rnlirl lxshiotr
lllxn in llle \^i\t. A srlr\(\' ()f .la)

IllllIkel-()r'icnlcd errler l)riscs lhat I
('.l (htct(.(l in ll)llli suggcsts that rlrc
rl1lst inrl)r)rt:rr)l r ritr:r'ia in sr'lt'ctirrg
pr ojccts ;rlt': )tlrt rnagrtiturlt ofcap-
itll requilc(l to (l('\cl(,1) th( irrtr()\'ir-
ti(,n; >thc te(hhiairl. n)irDag(,riill, an(l
rr.[rull( tut'ing rkills lrnd rcs()tli-( ('s
r (,(luircdi arrrl )tlrc arrrottnt ol'
wr)! kcr tr:rining Drc(l(rl.

r\s rriglrt hc cxper'terl in enlcr-
PIist,s rvith tlx)r( lirnitc(l aulor()n)\', ir

I)l'()ir(t's nl:rtcr'i:rl rc(luilenr( nts. irl-
lx,rr.rr(r'rr, rlr( r r . r I i r , r r . . r r t r I , r 

' 
r r r I r : r t i -

biliry willt lhc (nlcr-l)r-ise s cxistiug
.r( liviti(.\ .lrr. l'i t,,t,, i tln,r't.l|rt ( rt-
tcli:r rh;rn rllarkct for'rcs. Irr eitlrcr
evrnt, pl.oje(t sclertiort is rrornrally

'.u'r'r'rl .'lrr hr tlrr r lrict cnl.lrrlrrr il
c(,nl inu()lrs (i,nslrllilli()n i\'ilh tll('
l)llnt s tc(hnia;rl pelsorrlel. l.irr tlris
r'(,ls()Il, lh('re is n()t lhe dcglee ()l

f()trllrlilv in pr'oposal r'evit rv. selcc-
ti() . ()r- r'( ie(lir)r) in (lllinc\c rntcr'-
pris(s tlrill lh('r'( is in lhc \4tst; pr()-
p()sals rr()t Iavore<l br tht' chit'l
ellgirrcer are sinrpll' rliscotrragcd ht-
lirr t' tlrev gr.t rr) rlre lx)in1 of a [irrrrral
deciriolr.

Deueloping a Plan

[-ach lall erery Chiucse industrial
entcfprisc :lssentl)les .r sciell(e and
tethnologl plan that ()utlincs the
proposerl portli)lio of inn()vative ac-
iivities thllt an cnterl)rise irrtt'nds to
sr.rJ)l)ort duriDg the c()nring yea[.
(irnrpiled by the chieI engineer's
slilll an(l lhc vari()us tcchnical
gr(lups, lhis plan covers objcctivcs,
anlicipale(l product properties and
chalaclerislics. anticil)irled funding

r cquir cl]rerl\. progless rharts lirr
c:r.h lirsk, lists (,f c(luiprrr( rlt rr('('(ls,
;rn(l tlr(,cx(cnt ol crx}Peratiorr with
(,thcr rgell(ir.\ llllrt \r()ul(l l)c Ie-
t;rrircrl lry tll( lrirnr({l r(li\itirs.-l'he
pl:rn is srrbrrritt< rl t(, the s(icnlili( un(l
t((hri(irl ()lli(('s itt thc rolpolations
arrd l>ulcarrs rlirectll' abov<' an (,ntcr-

l)r'isc Ii)r' r-c\.i(\\ arr<l apP,o|al. Ihe
;rlan Lrsrrally lrighliglrts llrr orte or two
largc projects lirr uhich tlre (rler-
l)ris(' Ilcc(ls Iinantial assistance, ilttd
lrt'()virl<'s only a ctr-s()ry (trcrview of
lhc r'(rnrining portl()li(). lt is fronr
rlr('sr, l)llns tlrat Lx ill (()r p()ratir)rrs
:llr(l l)ur(:rus rlt'veIr1> the I)lans tllat
llrcr, in turn, \cnd lhr'r)r.rglr the irr(ltrs-
u'ial hiclirr( llv lbr aPprovlrl and sup-

I)()rl- .\ g(x)(l nunrbci ()f llrc rrrinis(e-
rixl l,lxrs subrritlc(l t() the Stirtc
Sr ietrr r' :rrrrl Irr lrrr,rlogr (i,rrrrrris.
rilln. arrd ultinlittcl\ includrd irr the
rali(nllll scirr)( c lrr(l lecllrr(,1()gy- l)hrr
it.icll. ele (lril$n Ii()nr llr(\e ('trtcr-

l)r'ise l)lirrs. lr slt()r't, enlr'r'l)ris('s ()t

onlv srrlrlrly th(.in(llrslriirl .xpacitv lo
ruID rlr( natir)rlal R&_l) pllrl iDt() r'cal-
it\'. l)ul th(') srrl)lrly nllr( Il ()l the
Irrorvlcrlge rn(l insigllt rlriu iniri;lllv
go irrto the plans.

Altlrorrgh IIrr national R&D plans
Irclp tlrc terrtral g()\'tr-nl)r(ut {i)r'rDu-
latr r:lrtiorral scielltili( an(l tecltlriall
lxrli<icr. tht. a(lual iDrpa.t ()f lllcse
plarts orr lot al R& l) itt t ivit ics appt'.r r-s

lar snrellcr. Marry ol the R&l) rnlo.rr{-
( r's I inl.r-\'icwc(l appearc(l t() b(' rrl-
I:rrrriliar witlr the pirrti(ulals an(l rhe
Illti()nirlc ()l tlle nuti()nal l)l;rn. 'lhis
rvirs (sl)( ( ialll' cvi(lctlt in srnall{r'crr-
tl,r l)r i\r'\ tlrrl( I r r r r r I l i ( ' i I , : l I :Irll lr(,ri-
tit s. rrhit lt sc( nr qtlitc Ienr()\ed lr'()nr
tlrc I)()li(l (li(lales ()l' Bciiing. -l-ltis

la<k ol rlality ab()ut thc R&D plart
has aplrarerrtlv Itd to sorrre Irag-
nrenlilli()n within thc e({nr()nly (ul()re
thal $:r\ cvi(lcnl in l98l lrd l1)R2.
l)ut sl ill lcss I h:rn drrr irrg tht. peri<xl oI
cx[)e.inrcrrtati()n irr I1)tl0), whi<h lras
irrtrrxltrccd (livcrsc g(,als into wlrat
t!ls {) ('e x llx)re (cntIallY ot'clles-
I r:rte(l svst(:D).

In orrc strrvr'y r)l l5 cenl!-ally (()n-
rr(,llc(l (.rt(.r'l)flse\ llnd ltt Druri(r-
Palll rrrrr enlcrpris('s. I lound thar
tlre nali{)Dal R&l) plan was thc lcast
irrrporl:rnl sorrlte ol diret tion in rrew

lrlotlur t 1>lanning lirr bolh groups. In
:ul()thcr ( asc, Sharrglr:ri's planners
rried t(, integrale illl local tele!isi()rt
:lnd tclcvisi()n-r'elal(.(l tnanuftrctuling
Iu( ilitir.r' ir)t() ;l singlc orgarrizali()nal
('lllit). 'l hey nranagcrl to hIirrg at lcast
4l-) pllnts t()l{('lher, bul tr!() ()thcrs
absolutcly rcfuscd t () I)articil)ate:

lhev want{'(l I() tlrairrtain s('l)aratc
ir(lcrrilie:, and ]ialeprard lheit tech-
nicxl cxpcrtise. l lr< case of thc fian-
jin rolsurrx r durables Iactorf is also
inslr uctiv('. Tht' lrlarrt reportedly
l.rik'(l rr inlolrr it' 'trlxt'i,,r's ,rI a
''brxrt-leg' l)r'()jer t that rras lirrrded
orrt of its t'clainc(l earnings, (rnlil a
new l)t(xhr(t $as Perfe(tc(l lhlrl gave
the plaDt a techrr()krgical lead.

Such t'xurrrplcs obviotrslv srrggest
that (entral l)lanners (aurr()l olanagc
all ol the nation's scicntilic art<l tech-
nokrgical It.sourr'cs, an(l tllilt lhe
new-li)un(l (liscret i()rr exertiserl by
cntet-llr-ises (an liustlalt. eflirrts al
r r^rrrlirrati,,rr Btrt gt'eatct' cnlcr pli\(
,rul() (rny rrrity irls() havc desirable
( ()ns('qrren( ('s bv irrcreasing thc krcal
i ( cnti\.e li)r le(hDic'al r-hange anrorrg
efltcrprises that stnnd t() I)r'()li( Ironr
su(-h r('tivili(s. This incrcases tlrc to-
tirl aDr()unl ol eflirt t bcing cxpenrlerl

A Neu Breed oI Salespeople

Marketirrg, long abst'rrt frorn Chi-
nesc ||rdusll1', i\ I;rst hcr ,,nrinS :r ( r it i-
(al I:lctor in entcrprise succcss. A
rr ierrtitir' irrstlrrrrrcrII\ rrlterl)rise in
Ileijirrg rr()u rr.rinraiD\ .r m;rrkctirll
stall of nearly 3() individtrals (all with
teclrni( al backgr()rrDds) hea(lcd by
the lr:rnt's f<rrnrcr chicI engineer,
wh() still takes ch.uge ol new product
devclo;>mcrrt. A c()nrrrrittee c(x)rdi-
natcs the llrarketing an<i new product
planning [ul(tions under the leader-
ship ()f th(' new nrarketing dircct()r,
lact()r-y dir('( t()l-, vicc-director for
techrri(al ar'tivitics. and tlre directors
of planning and linance.

l'his nrarks a (leparture fronr the
ll(,t-sr!disr;rnl p:rst, wllcll rnar Lcling
an(l R&D were ()nly tangcntially con-
neclcd. F()r years, lhe "sales an(l pur-
chasing" <rlliccs in nrost Chinese en-
terplises typicalll spcnr s()nle 80
per(cnt ()l-their time in purchasing
ancl orrly 20 percent in sales, a((ord-
ing lo sevcr al sourr'es.

1'he reenrergen< e ()f market forces
as an irnp()rl:rnl elenrenl in the indus-
trial envir()nInenl lras < hangecl all
this, while providing entcrprise rnan-
agers with a new s{)urcc of ideas f<rr
R&l). Everr lhe Dranagers of hearl
industrial c(nnbineli are beBinrring t()
pay nl()re ittlenli()n to nrrrket needs.
This is particulally trrre in those
plaDrs f()rccd to seek addirional or-
ders firlkrwing the central g()vern-
ment's I071)-80 l)udget retrench-
nrenl. As r resull, it is no longer
unusunl l() lind srrr h rr:uragers visil-
ing old cust()nrers in an attenrpt to
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dlunr rrp l)usirr('ss. Sorrrc plants harc
evcn swilch('d (,ul ()l hcilv)' in(lustr)'
:rltr,gltlrcr.,'rtc rilid (x;rrll)l( lx'irrA
thc ir(lusllial l_l('<'zcl lar t(}rv that bt'-
gar) rrakirl{ srttall shop-size' Iit'ez-
crr. lr,rrrrc r{ lrig( r'.lr',r\. .rlrrl 1r,prr-
clc-rrr;rLirrg r'rqrr iPrrrcr r t. .\rrotlrr'r is

the lrigh-Plcsstrrc vrlvc Iact()r-v lhill
swit( llcd ils crlplrasis l(, lhe Dcc(ls ()l

hslrcrnrerr. A third is tlrc [)alian rrra-
chir)c l(x)l l:rttort tlrat rrorv ass(,rnblcs
Irorrrt. waslrirrg rrrar'hint's.

As nriglrt lrt'cxpecte(1. (lhina's less
(cnlrlll\ (()r)lr'()ll(\l liglrt irr(lustr'i l

cntcr-l)riscs wcr(' thc Iirsr tl) takt'
DralkcrinlI scr-iorrslr. A 'l'ianjirr clet-
trorrir's [ir'lr:, [rrr' cxantpl<, ltas bectt
s('n(lirg ils (lualily r.()Irlr'rrl p( ()l)le l()
visit r)ne (,r't\!() (llsl()!r(rs ll rl()rlth
Io bctlcr undelstxn(l thcir nceds.
I'r,lrrrirrrl rt:rf[ rr'lxrrtlrllr 1,.rlti,i-
l)irlc in llrcsc nr:lIk( tirrg !isits. N()tc\
thr. lir<tory (li!c('l()r', whr) Ilas lcd x

lerr visits Irinrsr.llr "l.rrgincers arc
bell('r at sclling rh n mlrkering pe(F
pl( l)('(]xus(' thcv un(lcrsturr(l th('
pr( xlu( I l)('( (cl-. "

A Sha glrai lclcvisi(rr lllanl hlrs ar'-

l:rrrgt'rl 1x't r,rdir "\l(,I{ Ill{ r'lillg\"
lh:rt briIlg t(,getlrcI disglunllc(l cus-
l()nr(rs witlt lrxal rleplrrtrnerrt store
rel)r.,senlatives and th( pla l s dc-
sigt r, pt or cs: t cr'lrrr, rlogr, .rr rr I r;r r.r Iitr -

contr ol pr.oplc. In the al4rarcl indus-
try, Iact()! y staflls oflen s( r ul) lxx)ths
,'!r "llcc-lr.l(lr" \rrerls r,l rr:li.,r r il-
ies ($hea(, irrdivitlrr:rl ( ntrepr( ncurs
arc all()w(l l() rur privale stnlls), (r)

Balhcr fir sl"hand inrpt'r'ssiotts [rottr
('Llsl( ) leIs.

Imitating lhe Japanese
()llicial (lhincsc publicatiotts give

thc rrrrprcssi.,n llrilt lhc (',,rrtrlr-L is

engagcd irr a lirrge-s(ale efl()rt t()
(ol)y I'()reign lechr()l()gy. The olfi<ial
line is that all plan(s rl(rst slrare an)'
know-how glcancd [rorr Iirreign
pr,rlrr t.,:lr(l n()l irtllxrr'l Jn) ft,rciBn
iteDr lhat lras alr< ady bcen sucress-
lully <luplicated. According l() an Au-
gusl 25 c()rlmertary irr the (;rlrrrrg-

ning I)aily: "lnitiation ol any item of
techr)()log) ()r equiprnent rh()uld be
hascrl orr t lrc pr ir rr il)lc r)[ irnp,,rlat i(,I
by orre trnit witlr lhe resulls shared by
brother units. . . . Aftcr the inrporl
of rcr lrnol,Hies. if thc e<lrriprrr<,nt in-
v()lvcd is Ii)un(l t() bc witlrin our
power to pr-(rdu(c, n() nr()re su( h rol-
ports shr)uld be repealed so as to
safeguarrl tlle dcvcl()pnrent ol- indus-
try in our (()rrntr). "

l)cspite the olficial encouragc-
nrent given lo "r('verse" enEineering,

thc lact rctttairrs thal llrc (llrit)csc lI.
lrlobablr tlre l( as( s(r( ( cssllll ( ()Picrs

irr Asia-'llrc I'R(l n(hritcs uIr(l se(ks
l() cnllrlirt(' th( srl(((ss lllill Jlll)iltl
r.rrj()yerl thr()trglrilut thc l1,l-)0s-(;{)s
rvlr( n lhill (olrrlr\ it.(ltlit( (l lillg(
lunr()trtr t s ( )f [trr cign t tr hrrologr-'. I]trt
$lrat tltr'(llritrcsc liril t(,8t'lIsl) is lhxl
thc lal)incs{' n[rirrtnirr('(l :l strl)sl;rtl-
tiill R&'l) pr()grllnl itilrr((l as :tssinlilat-
ing, ada;rting, irrd iIrIl)r'()rit)g li)t cilllr
l)r')r()t)lx s.

'lhe (llrirrt'st lravc rrr,t dottc lltis (rr

lll( sanx (leglcc. Irr the first platc.
Lrroulrrlgc ol {i,rcigrr trr lrrroLrgics
ln(l pIx(ti(('s appcars l{) l)c lllr-
c<lrrllll rlistrilrrrtcd thr(,uglr()u( (llri-
rrcsc irrrlrrstr!'.'li'chrri<al rrr:rrl:lgcrs
s('( Dr t() \l)end ir ( ()nsi(l('rablc alrrr()trI)l
ol tirne going llrr()r.rg| \{'cstcln j()tlI-
Illrls and llirdc Ir)irgilrirlcs ill scar{'ll ()r'

irrlor nlrtion ahotrl irr te l'rr a t io rt;tl
tc(hni(xl tretl(ls. A((c$s 1() srrah nrll-
trtinl. h()!vc\r'r, ()ftctr tends lo bc :l
n[lttcr' ()f (har)(c. Su(h in[rrt'nrali()lr
nl:r(,len(l\ li,lx \,,lr,rgrrr( trt.lr\ Ihill il
rr ,'l lirtlc I)I:r( li( itl tts.'. S,'rrrc rrrirris-
(r'ics hrvc tri('(i t() irrlpr()vc irllilrnla-
ri()n a((('ss h\ Ilul)lislting (ilculals
rlrxt highlight inierrlirl iortal trert<ls
aD(l (()Drl)are llle sl)(\ i{ics r)f l)()lll
(l(,llrr.str( :lnrl Ii,reiAtr,,,rrrlxtitirr'
phxlrrr't s.

I di<l risir orrc facl()n'whcrc (he

rninistn llad c\tablishe(l a 'unitc(l
.()nrDrit t('( on loreigrr inlirrrrratiort."
Itr actiritics irrr ludcrl roll<'r ting lirr-
eign patellts, slandirr(ls, pr'()(lu(( (l('
s( r'il)li()ns, tet'hnical <Lrcunrcrrts, attd
historical drxtrrrtenls ()n th( indus_
lrial dcv(l()pnrcrrl ()l l(adirrg li)reigrr
(.tlt('r'pIis(s. 1hc conrrrtit(t't had cs_

tablishcrl a ccr(cr f()r- Iirreign infirr-
rr)illi()n arrallsis and disl)tlIsill. atl(l
tontnrittt'c nlettlbers were t-('nriD(lc(l
t,, ( rl( ()rrlirgc r isits lrr l,rrcigrr ter lrlri-
ri.rrrs. \'tt, desl>ite this cotnnrittrrcttl
to learrring xb()ut ft)!cigll lechn()l-
()gr', tht design ol tltc l:rctorv s pro<l-
u(t lo()k('(l at le:rst 50 )'e:rrs behin(l
llrc tinrc:i. MoIeovet, llle ()!llY pt()d-
u(l this Iil( tor\ rras bcginning to pro_
duce tlrlough inritation had comc to
tlle fact()r'l's attrnti()n totally ser(n-
dil)irousl), conrpletely apat t Irrrnr the
piu-cnt rlinist ry's inlirrnralion-gat h-
ering pr(x_ess. An over scas lelative of
onc of tlrc wolkers chance<l lo bring
thc pr()du( t with her. rlrrring a visit t<r

(lhina.'lhc w()!kei br'()ught tlre ittlln
to work ard it was tlisassentbled and
rcverse-cngirtt'r'red iIr ordci to (ic-
vckrp thc basi( plans for what has
betonre :r rrew lrroduct ofl'ering.

'I'lris t ase is not unique. Most re-

\ct sc-(.l!l{r c( r rng srrc(c\s(]s al)lxlrI'
l(, l)c llribut;rlrl('to tl:<' cflirlt,i ol
irrdivirlrral I:rr tor'ics. l-hc rlcscrrt'<llv
l.rrtrorrr (ilrrrtcrr' llri rtr"\ It0lll('. li,l'
cxanrplc, has lcccnr l) bcer aul{nr( nt-
crl by a rrrrxlcl thlr in(hr(lcs a plrnl)"
irrg rrrt'r'lrartisrrr, <opicd <lircctlv Ironr
ilr inrlx)rtc(l itetlr. (lltincse hirvrle
Ie<tl)rits arc hcgirrrrirrg l(, inrpi,r't a

lcw sarrrplc lirrcigrt l0-spetrls to
studl lirr' dt'li rrsirt ptrrposcs, in < ase

tlre (ilrirrcs<'crcl gi\( ul) tl)('ir prcli'r-
cn((' li)r- tlx lrcavy-rlrrtv, sittgle-spt't'd
l)chcnr)lh tlrlt is tr,(la\''s ,itaPl< ln
()ne ( ()nsunr( r'-l{{,()rls 1>lalrt t[rc rrratr-
:rgt r , xpl.rrtt, rl lror' lris I.rr tr,r'r's
s()()r-ti)-l)c-un1'eilcrl pt'()d uc r rras
tiikel lr'(,!n :r _lap:rrrcse rltsign: "Wt'
rlcsigrrcrl t lrt pr<xlrr<t indt y>err<lcntlv
l>rrt. ol rourst,, rvr'<litl rt'lcl to.lapa-
n( sc I)rr)du( ts as ratttplcs. First, ne
lnnl\ rc(l th{ ( llara( lcristi( \ t)fIhc ctr-
ti!r .J:ll)rncsc pr()ducl, thcn we
opnt-rl it rrp to:ttralt'ze tllc pai'ls itDd

lrlrxtss. Thir<1, rvc <leleLrpe<l oul
own rrrrxlel. "

Sornc Iartories lsk krcal inrlxrrt-
cxl)rrrt c()rlx)tlti()I)s t() ()l)lairl sanr-

Ples arrd irrlirrrnati()n f()r' lllen). ()ne
clgin(,('r' ir) an t'lt'tlrortit cotttpo-
rcnls Ia(t()r'\ r'lairrrc<l tlrat he olien
horro*cd s;rrrrples Ironr trarlittg cor-
Inr:rtion\ .rtrrl trr-iglrlxrirrg [ar torier
rrr hrs st:rt, lr l,rr rr.rr dcsigrrs. SirIri-
lirrly, tlrc rnarrager ol- a ntacltinc trxrls

1rl:rnt s;xrke ol sel(lirrlJ l( ( hniciilrrs l()
Iianiir t() ohscrve a new Anrcritan
gcar'-(llltiIlg rna(lrire tlr l hird iust
bcen irrrpor-tcrl.

l-lrtst irr<livi<lual cflirrts are sortte-
Iirncs x'ntat k:rbll strcaesslirl. Ac('r)rd-
ilrg l() ;r Mlt:t !-ep(,r l b} nrcrll)cr-s ()l'

Ihc Shungllai nrrroir:ipal goltrn-
rnent s Ecorrontic Rcsearch (lcrrtcr', a

r'(.(eut surv(y slr()\r'r'<l that I I firrt'ign
pr()drr( ls irnp(,rle(l l)y thc ( ity's clec-
tri< nrathincrl plants had beetr cop-
ictl, repr{)drrced, and exp()rted
u'ithirr one ycar ol the tinrc thc prod-
uc(s llad bccn inrported. -l he r< port
add(](l that thc av('t'age (lc(tri( Iira-
thincrl plant norn:allv requires two-
t()-thr('c yeitr$ to illr[x,rt, copy, and
(,xp()rt a prrrdutt front Iirrcign
rlesigu.

Brrt nry pelsonal observations sup-
p()rl thc vicw thJt the (lhinesc are
firirlv law-al>i<ling c{)rp()rale (itizcns.
()ne (llrirresc cnterPrise I studied !e-
striate(l .rcces:i to lhc Ibreign technol-
og1 :rr it was srrpposcrl to rl,r undcr its
tontrar'tual agreenx'nt tith a frrreign
( ()nrl)any. Alrotht'r Chinese enter-
prise carefull,v avoidcd cx1>orting to
lirreiglr nralkets that by rnutrlal
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agreemerrt werc "offJimits. "
The barriers of the past, which o[:

len prevcnted (lhinesr enterPrise
techni('al pers(mnel fronl interacting
direc(ly with foreign customers or
equiprnent suppliers, are be ing
lifted, though the actual decision as

to whal sort ol technology will be
purthascd by a partirrrlar far tot-v is

still n(ll a clear-t'trt r,ttc, nor is it
entirely left (() the fatt()ry's discre-
tion. Ir) rDost siluati()ns, it appears
lhar a variety ()f "hiuher:!uthorities"
play a role in the decision-making. A
cotton textile-weaving rrrill, for exanr_

ple, was chosel) by its Provincial -lex-

tile Bureau frrr expansir>n to cnter
rhe exp()rt btrsiness. The textile btl-
reau rnade all the imp()rtant inrP()rt
decisions regarding technical issues
slrch ils the nunrber. size. kind. and
funclion of lhe Dachincs to bc ()r-
dered. as well as determining which
nrachincry would be obtained d(rnes-
tically and wlri< lr would he obtained
abroatl. Similarly, the chief engincers
in one of China's leading autonrobile
factories noted lhat thei. factrtry tras

a detailed plalr regarding the new
techn(,1()!iy needed for lhe develoP-
orent ()l a maj()[ new product. Ttris
plan is sent frrr :rpprov:rl b,v the fac-
t()ry to the China Automobile Intlus-
try Corporation, whiclr has repla<'ed
rhe ministr) in lhe dir((t leadership
of the [ir< tory. It is the corporation,
not thc enterprise, that de(ides
whettrer tlre desir-ed eqtripment will
be dourcsrically pr()du(ed or inr-
ported. All decisions are lnadc on an

itenr-by-item b:rsis. According to the
sourccs inten'it'r.red, tlre general rule
is that itll new lechn()l()gy nrust be
Chinesc-made, unless one (-a n

PreseDl a s(r()ng ('ase f()r an
excePli(rr.

"Buying Hens to Lay Eggs"

One o[ the wcak sP()ts in (]hina's
lbility to t'xpLrit ttew itrttovations is

its existing industrial capital stock.
Despitr ;r burst ()l sPending on li)r-
eign pr()cess tt'clrnology a few years
ago (the "buyitrg ofhens to lay eggs,"
as a P?o! ?'s /).ril1 writer Put il), lhe
aurrent crnPhasis is on rrllgra<iing ex_

isting [)l:tnts arrrl er;uiprrrent [isti-
rr:ttes varJ widclv, bul it is (erlain
that nru('h of (lhina's llxed indr.rstrial
assets are quite old. [n the machine
rool industry, frrr exantple, an an.tlyst
al the Acirdemy ()l Scien('e's Ec(rronr-
ics Inslir.lte has estintaled thal ()nly

:10 per'(ert l)[ tltc cquipntent ttl,w in
use is rrl l9ti0s vintage, while 60 per-

(ent datcs to the 1940s an(l I950s. In
the Shanghai textile industry, loDg a
prin(ipal source of [oreign tx-
change, 6[i percent of thc cotton-
spinniDg equipireDt, 3ti Percent ()f
lhe w(x)l-spinning equiPnrcnt, and 4 I

percent of the knitting Iacilities are
fiom the pre-1949 era. This suggests
:rn industrial b:rse quite ()ul of sleP
with the country's need to prrxluce
rnodern products.

Despite the fficial e?trour-

agement giaen to "reaerse"

engineering, the fad remairu
that tht Chircse are probabL)
lhe leusl surc?ssful rcpi?rs in
Asia. The PRC ad.mires arul
seeks lo emulate the success

that Japan enjqed through-
out the I 9 50s-60s uhen that
country acquired lar ge
amounts of fineign technoL-

ogy. But what the Chinese

lail to grasp is that the Japa-
nese mainta.ined a substan-
tial R€lD program aimed
(Lt atsimilatittg, adapting,
0nd improaing forei gn
prototlpes.

A sccond nr:rjor wcakness stents

frorn (jlrina's traditional policy of
scll--reliarrce. 'I his policy grew otrt of
I hc civil-}1 ar exl)ericncc iIr t he border
areas, where isolation firrced eath
Iocal contmunist g()verDtttenl l(, l)e

sclf-reliarrt. The lxrlic,v pt'Isisted altcr
lhe c()nclrrsion ol-the <ivil war both
bccausc ol-its obviorrs nalional sctu-
rity advantages, and because tlirt'ct
nrarket lirrkages be[veen product'rs
and rrrrrsttntets o{ technology eitht'r
<lid not cxisr, or were woefully inade-
r;rtate. Visitors to Chilrese fattories
cannot help but be slruck by lhc
le(hni(xl irrgenuity exhibited by the
workers who oltclr builtl tlteir ()wn

equipnrent. A conse<luence of such
sell-reliarrcc has hecn the atrophying
of technical specialization and "natu-
ral" markct linkages between enter-
prises. Beijing is aware ol (he need
[or indrrstrial sper ializati,rtr and, in
fact, is refashioning industries, usu-
irlly at tht' krcal level, to encourage
spc(ialization. Tlre watch industry,
f<rr exanrple, is bcinB restructured so

rhat each lactory, which otrce self-
rcliantly produ<ed tlre entire prod-
uct, is n()w integrared into a multi-
lactory t'ompany with each spe-
cializing in a spetific part of the
fabricati,rrr prrxess The larger far-
t()ries generally have beconre respon-
sible for final assembly. Already done
in the television ancl conrputer indus-
lrics, among others. this represents a

rrajor slep [<rrward in the ('(x)rdina-
tion of available industrial resources
and the reduction ()f redultdant pro-
duction c apacity. Sucb increased
specialization shottld also serwe Io
sharpen competiti()rl on a nati()nal
s< ale.

Quality is, at Present, the Prinlary
nreans ()f discrinrinatinB betweeD
producls, given that the system ()f
J,l;rtc-fixcrl pri(es has reduced pri(c
(()nrpetiti()D, and the ex(ess of de-
nrand over supply in the Chinese
nrarkel has reduce<i the irrP()rtance
of product design. As a result, among
rhe many chief engineers and other
technical nranagers tha( I inter-
viewed in l{)83, qualitv inrprovement
was alwals selected as bcing the
firm's m(,st inrp()rlant technical con-
cern The evidenae can also be seen

on (ltrina's lactory lloors wlrere qual-
ily-aonlr()l process charts and total-
quality-control p()sters arc every-
where (though the statistical capa-
hility ol rrrost (lhinese fut torie'. is

typically too low to really support
su('h qualily contr'()l camPaigns).

The preerninen.e of qr.rality con-
si(lerati(nrs, I suspect, has reduced
the comnrilmenl to product innova-
rion, while perlraps supporting tlre
lorrg-standing preference [rrr process
innovation. For ycars, pr'()(ess inno-
rati()n has been pursued at the ex-
pense of- producl innovatiort largely
berause of the nati()nal <rileria f<rr

enterprise perlirr-ntance evaluation,
which slressed r'ost-reduction and
productiort effit icrrcy rather than
nrarket expansion and revenue gen-
eration. 

_['<xlay, at a lime when atten-
lion l(, l)rr)fils slrould be awakening
inlerest in product developnrent,
there rertlJins a persistent feelittg
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thilt ilrry l)r()dllr't lhat IlririIlt^ills it
sulislil.llll'\' ir:ragt. rrl tlrralitt' itr tlrt'
bianntral rrrinistcli.rl rlrr;rlir r rericws
will always lind lr rlarkcl.

l't'r'haps thc rtrost ilsitlious clr-
rll('lll \r 0r Lillll a].:.rrrrrl rr,rL.rlriz,rti,r
ill lhe cnl( r'pIisr lcrt'1, arrrl one rvlri<'lr
is lir-tually irrvisilrlt, is lh(, I)ct-sistcnl
lx liel itllr()ng rlilnrgr'rs rll;rt lhev ilr (,

ittsrtlirtc<l Ir onr N()l'l(l ((),llx.tiiitc lc-
.rlitics. Srrr lr fcclirrgs n;rtrrr:rllr .rlli r r

llr( te(llrologi(irl :r(ti\ili(\ r)l an cn-
t(rprisc. In l(18:], lrt:t titl(.uher) rllc
(ihirrest plcss !v:ts ilwirsh with artir lt.s
arr(l ()pirrir)ns trrgirrg thc g()r'cant r'nl
to r Irse, ol Jl l(,irst ( ul llrt I unt onr-

lx lilivr' cllr( t'priscs, lltiltr) ttlanag(.rs
r'{,nlinur(l l() rcllcat b(,lliI(l llte li l(.-
u'orrt tltlirrsr tll.rr "Chilt.t is a l)ig
rrrarket. \\i, ll s(.ll rvrrythir)g lhat r{c
nrakc." !lv(.n irr crrtr'r'priscs witll()ul il
rllrli()nltl r( I)rrtilIi.)rr. ()ne gllthers Il)ut
provirt<ial r-cpu(ilti()ns (ilrt bc sulli-
cierrt to lrlovidt' llle l)et('cl)tiot) ()[
sc( u!-ily it|t(l reduac thc coDl|niltttctrt
t,) ihll,)v:lli,,tl tlr.rt $',[rkl r,tltr!\vt\(.
l)c (levclolx,(1. ()l)vi(,lrslv, nr)l all (.n-
tclprists shlrre tllis casltal attitudc
torr.rt'<l tlrt rillu( \ ('l R&l). l,rrt rr is

1x'rvasivc crrorrgh rvithin llte e((,n-
()tlrv l() (linrinislr (:hinx's l)t'()sl)c(ls
lirr tet lrnir al at lr it.r't.rnen t .

People Mahe the Producl
-,\s in tltl.\4'est. ir is the I)(,{)l)le $h()

rclrt'escrrl lr (lhirrcrc liltrr's trr,rrr r liti-
t.rl r esDrrr r r.. F','t'lllniltcl)'l(,t'CII r:r.
nr()sl lc(htli(al irIlr(rvations lake placr
itt fa<torr r!'()rksh()ps un(l(.r lhe grri(l-
arrce ol a chief engirreer arr<l < a<lrc ol'
s('lls()tlc(l w()tkets, siD(e tl)e countty
has ferv traincd R&I) 1>crsonrrcl.
l-vtn rltcl lteirrg cstablished lirr
lll()re thiul lhrer (rr [our yc rs, lltr
\t.rlli r)l-rr:rrrr cntct'l)t i((, r t rt..rrr'lr rrr-
\tinrtes (,rl( rt rcrrr:rirr lirlitcd rrr rrr-
( {)olplet('. ()ne re.ts(xt frrl this is that,
givcn rhc scar(iry of arlequalclv
trained s( icnlific ar)d techni(al pc(),
pk'in Olrirra and lllc restrictions ()l
-ii)b-hopl)ilg, th(. sratnng ol. any ncw
r'r'scarr h inslitutc llu\1, i,l'le(esstrt.
( (,rtre frllnr lhe la( tor\'\ c\i\tinl.i
r{(,rk f()r('r. 'l'he sh().tagc ol trainr,<l

I)ers()nDcl nlust l)()se c()nsideral)lc
difficul(y in th()sc indllsrries Ii)r
whi< h rhc tcchnolrgv has [rt.t,n revo-
Iuti()nizcd. ()ne can only inragine the
problenrs oI a fa< torl manager in an
( nrclpri\e lrrrdrrr irrg 6cl(l-\ltrve)ing
c(luipnrenl, wher(. the internati(rtal
slandards have changed Irom pure
()l)ti(al c(luipment r() s()l)histicated
cl(troni(s and lasers. In orre such
(rse, thc cnterprisc was UIable t()

s(.uIC llr(. univ(.lsily gl.arluates it
rrcrrl,rl .rtrl w.rs lrr'.rrr.lr .rtt,,n)l)tulil
l() rctr.tin its cx1x,r'i<.rrce<l rrrrrkets.

\r'rr r r rr ir lr'sit1 gr.rlrr:rtr.s .rle sirrr-
plr' trxr Ii * to go ;rrrrrrnd. ( )tle resull
()l lllis is lllilt s()nrr ol tht'trcrv general
( ( )r lx )r-ill i( )lls, whi( lr arc r cPla< ing I lrc
rrrirrisl rics itr srrrtrr. irrrhrsttit's. itre urr-
ablt to rtall lhcir r)wn tethrrical ol,
Iicts, antl lrrre h:rrl t() i(,1\' ()n tllc
tcclrnical gloups r,l lhc lxrgcr entct-
l)r'i\es urt(lcI lheir' (lircali()t!. Irrterest,
irr*lr crrr,rrglr,,,trrr' resr'.rrrlr irrrri-
I trr<.s art, st:rll ed, t lrcy lcIld t() all(x ill c
lr tlisprolxrl'tionatt'lr largc lrrrr()unt o['
ll)(il elcrg\ t(, tltc snlilll(,r' er)t.r-
l)ris('s wirlr rvhith tlrcy alt' rrlliliaterl,
r('(lllir it)g tllc l)cIlcr-cnd()wr(1. largcr-
crtl( rpr is('s t(, rel\ ()tl their (,rrn le.h-
rrit ll capalrilities.

Rccetrtly, with thc tcaJ)l)(.irlan(c r)l
r,,rrlr:t( t r.sr..rtr lr. \r, t(. ilggtr.s\i\(,
crrtcrpr-iscs ar'e <;rrirklv lliring te(lt-
riall l)et-s()unrl (,r :r ('()ntr il( t l)asis, A
ilirtcli ftlal()r! inttrcsted iI the p{)s-
sihilitl ol (li,.iital rrat(hes, Ii,r exarlt-
J)l(,, ((nlttll(tcd rvitlr anolh<.r cntcr-
lrrist' in tlrt elcctll)trics irr<lrrstrv Iirr'
tc.hnical itssis(atr((.. Qtritt' ;r Ii'rr
otlrr't' I.rr tolir.s r "ntt'.t, tcrl 11ttlt unt-
rr,r'sity t,ngirrccrirrg (leparlnt( nts f()r
Ilrt rrItr' t orrsrrlt ing. ( i,ritll( ting is sl ill
rrcu lo (llrirra, lrortrcr, arrrl until tlrc
(lltittese work out all ol tllc (lelails ()l
.l i drtnrr | \r\tcrrl. \u('lt rellrtirlrrslrilrs
uill rrot bi't onre wi<lt sprearl.

Nlcarrwlrilt', expt.r icnt crl workers
Iiorn the slrop flrxrl are beirrg rrainctl
t(, fill te(lIri(al posiriorrs. l'lrc reccrrl
irrlIrxlur'tion of ('xanlinat i()ns it ()

tltr' (lhinest' indrrstrial slslcnt is pr()v-
irtg, in a li.rv sel(.(t cases, t(, be ()l'
r orrrtrlcrlrlrk. .rs\ist.ttl( (:. Irr .r lierr;irr
<:l('('t!-()ni( s Ilt<tory, cxarninations arc
beirrg uscrl t(, pl:r( (. I)eoplt il tecl)-
trrt.rl p.,.iti,rrrs rrP t,' anrl rlrrlrrrlilrg
s('(li()n l(.a(l(.r. In tlris entcrl)r'ise, itD
cxlnriDati()D is olli'r'<,rl ()n(e a veilr
r or't'rin g ntathcntatics. l)hvsics,
clrt,rnist ry. l)ritcli(al and (,I)cration:rl
skills, alrcl (x ( asi()nitlll' (lhincse conr-
Ix)sili()n l() test li,r prescntati(nral
abilities. Ihc exatninittion hclps tlrc
I)cr-s(,nn(,1 secti()l rnake llle best
stalling <hoites fol in<'onrirrg work-
( rs, rirld cn( ()uraEes all other workers
to rrraintairr an a(l(^(luate levt.l ol-per-
[,'r rrr:rrrr'r' lr ',rder t(, kcel) rlrr.ir posr-
ti()ns. A sirril.lr. tlr(,ugh less formal
ttteans ol'scrccning workcr skills w:rs
r)l)scrved in lhe n(.lc(tt)n ol entrr-
pt'ise enil)l()\'ces [i)t- assignt enl t{,
thc rlesign (lcparlrr(.nt of an :rpparcl
fit.t()ry, whcrc a li'<l frrr lashion rlc-
sign rv:rs esPet iallt rrsclul irr pronrot-

ing (.xp()r't sitles. I this Lusc, tlt(,
r hicl tl<'sigrrcr ( (,rtiuu()ltslv :lp-
l)ririsc(l tlrc skills rll thc l:rttory's
wolklirrcr', lxrking Ior cvi(lcn(e ()l
l.rI rrt I lr,,rr. ur,r Ilr s rclt,r t ctl lrr lrirrr
Iirr inr lusiorr irrro lh(.(lcsign stall car)
lhcn be s(nt t() tlrc J)t()\'in.inl arts
ilr(l (ralis inslilutr, li)r six rrronths
r ririrr ing irr grail:t ing.

,\ r, l.rtcrl plohk rrr is tlr.rt ,,1 lr.,tr-
vali{,n an(l rr.wlr<1. Altlrouglr the (lhi-
ll(.\(. l{()\'r'r llrrcr)t has rt'<crrllt' rr-
irrtr,,<lrrr crl rrtrtr,,rr.rl .rlrJrd\ in
alrplied s< icrrce arrrl lclhnologv.
llrcr(. is ( r)nsid('r'itl)le sk(.1)ticisnl
alrrong R&l) nltnal{(.r\ at tllc cnt('t-
PIirt. levr.l ils 1() .ir.rsl how irrspiring
strrlr rcrlalrls can lx,. 'liro olien thc
rt.rr'arrls :rrc Iitratr(iall\ insigltifitarrt
all(l .tl-e shar'(.(l by srr< h a lalgc ntrnr-
lrrr of pr"'pl< tlr.r rlre) Lrrr. tlrr.ir
irrrPlrt t Crrtilclr'. Frrrthernror.c, there
al)lx'lrs t() lrt- a rvirlcsprt.arl doubt
anr()llg n)irrv irrdtrstIial cnlcrl)rise di-
r<.<l(lrs alx)lrt thc xctLltl \'ltlue ()l'
R&l). ()rrt joke rctt,ntlr nraling rh<'
ror r rrr l,' arr r, rrrg ( .h irrcsc ir r rlr rrt li.rI sr'i-
ctttists an(l cngin<'t'ts wa\ lltc !-ea(-
ti()n Ir'()rr I;t(1()rv tlta agcIltcot lhat
strggt'ste<l tlrilt ir(aIl'! :rnyl>()<ly, has
llctlcr caret'r-l)()lrntilrl thal iln R&l)
pt rson. Sairl thcf:l(t()r\ nllnugcr t() u
\lrlrIlg les('itt (her: ,,lrr()thcr strccess-
lirl rlisct>vr'rv rrrd I'll I)r-()nr()lc y()u t()
a job irr tht l(x)l str)r-( rrrotn."

fol tunatcl,t'. su( lt altitu(les arc
<hirrrging. lrr :r <hilrlrcn s tlrthing
Iar torr', frrr cxanrplt, designcrs' per-
forrrranr'< irlts trcit\ltred irnd lc-
wrr'(lcd bv indi<ators surh as the
qu:lntily r)l ordcrs lrr.aring thcir de-
signs nnd tll(.v{)tes l,l their rl)llt,agrrcs
in tlrt garnrcrrt tril(lc. In an ()pti(lrl
instnrnrerrt laclor-y urr<ler tll(' Aca(l-
cntv of Scir'n< cs. a linriled nunrber ()f
orrtstandirrg R&D pr.rfornrers are be-
irrg rcwar<lt'rl witlr 60 per( ('ul "free"
linrc t() w()!k on tlleir ()wn (lesign
pr'oj<'cts irr itn exl)(.,-irnenl t() f()slcr
gr'(.ater (rciltivily.

Srrch irritiatives, linritetl as rhey
lnav l)c, rcl)rcsent thc begilrning ()f
ncw R&'I) I)ers()nnel policies dc-
signcrl to stirttrlale (lhina's (Iive l()
llnxlcrnizati()n. t
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Thuck ltrrnaround is Fhster
at the Port of San Fhancisco

Served by 200 trucking firms, the Port of San
Francisco provides fast, direct intermodal service
for cargo shipments originating or delivered

city. Major Interstate highways are less than one
mile from the terminal gates. The Port of San
Francisco, working together with its 200 truck-

ing partners, offers fast
-Z and, economical move-

mentofyourcargofrom
Port to portal.

here in the West.
Our southern termi-

nals are located in an
uncongested part of the

THE PORTOF SAN FRI\NCISCO
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Truckers-Our Partners in Shipping

To find out how shipping through the Port of San Francisco can benefit you, contact our Maritime Dept.

Ferry Building San Francisco, CA 94771, (415\ i91-8000; Cable: SFPORTCOM, Telex: 467560



Licensing

Contrary to popular beLief, companies
can beneJit from a licerrsing

agreement with China.

few vcars ago Ohirra woul<l
siglr al most l0 ()r s() tech-
rrology licenscs lx-r' year.
llur i Mll:t the nrrrnber

st'ents likelv to lcar'h irrto thc hun-
rllerls. Anrl r('.enrll IlcijinK ill-
rr,rurrr < rl itr rrrttrrti,,rr lr' .rrluirr.
ll.00O nrort itcnrs ()[ li('cnsal)lc tech-
rrologv- by I1lll1"r. 'l hesc irrt'lurlt' r'sserr-
tial ttthrrologics larrgirrg Ial arr<l
rrirle ort r' (ihir:l s nraclrine-brrikling.
t'lccllorrit s, chcrrricals, and rrx.talltrr'-
gi(al sr.({rrs.

Solrrt licettscs irtrrrlrc tlte ntanrrl;rt-
llrrc ()l illst orrr'piecc ol equiprrrrnt,
othcts tlrousarr<ls. Sorr:t' art csscrr-
Iiallv t o-rrrarrrrl;rcttrlirrg lrglccrrrerrts.
itt wlrr, lr tlrl l,,r'eiAtr Prrrtr .rrl,lrlir'.
\()rrl( l):lrls arrl the (lhirtcsc tlrr'r'est,
uhilc otlrcrs irrvolre 100 I)er( ( nl (;hi-
n('se ('onte rt. Wh<,n tlrcy et t. all
:rrl<lt tl togr'tlrcr, thr. anrorrrrt o['
tnon<r ;rt s(akc ir irr thc ltuttdr<rls of
trtilliorrs, or lnlssil)lt llr(' billiorrs, ol'
<k rllals.

'fl:r' (lhincst' ('ug('rn(ss Ir) ('ntel
rr< w rlt als, howt vet, hils ll( )l ll( ( ('ssar-
ilv lx'trr irr'rorrrParricrl lrr' a rorrgrara-
l)le :rl.r(ri(\ irr irrrplcrrrcrrtilrg tlrenr.
'l lrt txlxritrrc oI Iirrtigrr Iilrrrs to
rlatt, srrggesls thll (llril;r tarr ubsorb
li< ctt,'c<l techrroLrp' skrrr'lr, ut best,

1r:rIti, rrl:rIlv ulr.D tlr. tcr lrrrol,'gv ir
r)()( as\r,(ialr'(l r{illr a t()rrrplt'tc. or a

r<'arll r,rrrrPl<.tr.. l)lrrrt l)ur(lrl\c. [)e-
l:rys artrl 1i rrstr':rti()n ;lr c ((,lrnr()rt.
tll()ugl) n()t tllc unilcr-r,ul cxP(r'icncr'
ol lit crrsirg corrrpirnics.

l\lolcover'. (llrirra still t('tr(ls t(,

l)t(,s\ \' rr l,'uglr (r,nrlitio \ r, il\
liccrrsirrg paltrrt ls torrrtrnirrg pat-
rrrcrrl, rlrrllrtior, (()lnl)ll\ glraliutlees
trrr<l olrligatiorrs. iln(l thc rc-e\lx)rl ()l'
li<enscrl prrxlrrrts. I)tspitc tl:c soft-
crrirtg ol Olrina s positiol irr sornc
rr'celt rlt'als. rrrarrv lir <,nsirrg Iirnrs
lranklr .r<lnrit thll tlrcr ci(lrcr cxl)e(t
littlc l,r(,lit ol ltss lllrrr lhe\ w()ul(l
gct lrv lir l.rrsirrg rrr ,)llr('r r,'lrlrtr i( \.

\l'lrr' do t orrrparrit's persist: Chirra
in\i\ls (rr it. l\lost siz;rhlc ct;uipnrerrt
lttrrr hases irlc n()u li('(l t() it ('(rn[)ll-
lrr'r rrillinglt.ss to lircnsc. II a c()lt-
pent is rrrrsilling, tlrt.re is trsualll' a
(()IIl)(til(lr wlr() is. (irnrlrarrics als()
Ii t'l tlrat a lir crrse gil'(,s th(.tn u rtr:u k(,1

fix)th()l(l tllrt will pronrotc Iutrrlc
sak s while l)lrx king i)ut llrc c()rrrlx-
tilir)rr, iln(l tl)irt a lir (,1\ing:lgtcctncnr
usrralll lcir<ls to ilrrrtx<liatt sales ol'
lrrrxlrrcts arrrl c()ltlx)nelts ils tht, li-
((rrsc(' ltllc tl)l\ l() gc:rr ul)
pr'<xlrr< tiorr.-l'lI(' cvi(l(ll(e srrl)lx)r-ls rllc vicw
tlrat tlrc irrrlirrct lxrrefits, partirrr,
larlr tlrt lirlLrw<rrr rrrrit arrrl torrrlxr-
rtcrrt s;rlcs, rrort, olicrr llllll n(,t ()lllscl
thc (lis:rd\:llrritgc(,rrs lcrrrrs and irr-
plcrrrt,rrtrtiotr <lillirulties associattrl
witL rkring a licertsc irr (llrirrl.

The Attitude Rarriel'
l,icclrsirrg is l>\, tto nteittts a Irtw

plrtrrorncrrorr lol tlrc (ll:irrt.sc. lrr
tht l!lir0s. (lhirra las thc bent,ll-
, i.rtr .I Irr.lr.rlrlr tlr( rr'\t intcr\ivc
terhrr,,lrgr tr:rrrsli'r irr hi\t()tt r,rhcn
il l)uill irn rnlire il(lusniitl svstcnl
Dtr tlrr' lr:rsis "l S.,!,ir'l ;tnrl Fil\l l.u-
r,r1x.rrr krr,,r'-lr,'r' ltr tlus ,,rrr. irr-
starrtc. rlt.rigrr :rrrrl opt,ratiorral
kttolv-lton wcn' corrsi<lt'r'crl lritrl atttl
lrarrr'l ol tlrt' cor:stnrrliort ol'<orrr-
plctr' pl.rrrts ;rLrt'r lr.rrlrl [r.lr Ilrr 5,r-
rict lrl,r. \r.itlrrt' ritlt. r,rrrsirh rr.rl it
a <listirtrt (ill.g()r\ l() bc gir<.n spr,-
( i:rl lr( ntnr( rt.

lllir atlitlr(l(, li)uiud know-lt()rt
((nrlirru((l iu ll)e l1){;0s nlrtD (llrirr:r
bcg:rr pttt < lrasing (r,nrpklc plant\
ftorrr \4'estcr r turopc arrrl .la1tarr,
rrr;tirrl't fur tllc Drctirllulgi(nl al(l
clrt'rrrir al s<r trrrs. Itr<lcc<1. it rv:rs corrr-
porrrrtlc<l bv tlre (lhirrcse ft'lrr, lcrl b,v

tlrr' .rrrlrL rr . utoll ol Sr,ricr rssi.-
tartr c, ol cr:tt r irrg irrto lorrg rrorking
lt'lrrtiorrships !vil lr Ii,reigr ((,nrl)ir-
nies. I.-urtlrclrr:or (. th(' (;ultrtrll

Rcr'rrluti()rr. $hi( h (ut ()ll (()Dta( t l)e-
trrrrn t orrrPitrrit.s :ritd tltc (lhincsc,
rlrit<lc lllc rr(quisiti{rn o[ 1>trre krrow-
Irow inrP{)ssible. 'l lrc rcrr<krIs ar rhat
tirrc gcnclall)'(li(l n()t e!(.n fil(l out
unlil ycars later where lllcir I)litnts
irr(l lechl()l()gl harl becn used.

\\'herr t ornplctc plant l)ut-('lltsr's
r'(sllrre(l ol a l:rlgcl sr'alt.in l!)72,
.rrrrl Llrt lrr st t S lrt crrst s r,r ( ilrrr.r
rvc l'( (()tr( Iu(l('(1, rDanrrlacttrring
krrow-how t'(.nlai$c(l (listinctly sul,()r-
tlirratc itt itrpor'tarrtr. l'ht lict.rrsor
n.rs tl'pitlrlh rlIrrlt l su[r<'rrrrlurct t():tn
cr)ginecrirrg c()nl lir( t()l-. r'lther tll:in
il ir (lir((t relariorrship tr) the (:hi-
rrcst. Tlrc lircnst' lt.t, $its (,lten l)ur-
irrl irr tlrt' hardwarc pr'i<t.. ()nlv irr a

It rv r ascs rlirl the (:llinesc cxl)eritncnl
*'ith rlirtr t lit errst.r.

l)rrlirrH tlrt rri(l-lllTll\. \',rre I.rint
Itarlrirrgtlr ol thirrgs tr) (()lte r{(.re
tl)rc( li.t.nses in tlx rrrat hirrc-truild-
ilrg s('( l(lr : Rolls Rovce SPt'y militalv
niI( t'afl ( llgine\, Sicnrcns industlial
stcartr (rrrbirrt's, arrrl Nuovo Pigrrrrr<.
< t rrtr ifuglrl cornprt'ss()t-s. llul tl(' r eul
r lt.rtrgc r.rtttr' \{rtlr l)crlg Xr.r,rpings
r,1x'rr drxrr'lxrlicr in l{)71{ 79, rlrich
Ix lllriu(.rl (ilrirrt.rr. r,r lrr [rrr w,,r'lirrg
rr it lr Ii,r'r'igrrlrs.rr.r l,rrrg-lr.rrrr lr.rsrr.

( )l eqrr;rl irnport:rrr( e \r a\ t he plril(,-
soplrical shil t (c:rrrstrl paladoxically
lrr the rorrtilrtring irrllrrt.rtc of tlrc
srll,r't.liar:t (rrrr'(,rrr in (lhirrcse tlrirrk-
irrg) anay Irrrnr prrrr hasirrg c(nrlrctc
I)larrts t()rvlr(l pur r hasirrg tr'chnrrlogv
ln(l kn()w-hr)w elor:c. llrt ratiorrale
\ls lhal (;hina ((,lrld n()l alli,'rl the
t'xpt rrst ol prrlr hasirrg r on:plctc
1rl;rrtts, atrrl that l)uIing krrorr-lt(,ll
woLrkl lx a tlrtapcl wxy l() a(llicvc
tlr( l(rrg-lclnr obj<.trirt. ol sell-r'eli-
,rrrr r' ( )lrr i,rrtslr. lllr. l)t.,t(( tir,ni\t
lrrcssure rrr()bilizt,rl lry (ihirrcse nrarrtr-
lartrrring irrtcresls in thr. rna<hirre-
buil<ling rr irr ist li<.s corrtribute<l to
tlrc ( llltngc.

'Ilrrrs, ir: l{17{)-It0, llt(, (lltiles(. l)c-
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gan t() require Ibreign equipnlent
rentl,'rr t,, r r:rrrsfer .ottte , 'l thrir
ma ufactrlring knoll-lrow. llttt j ust as

il nurlrher of lir'ensing agreements
wele signed with [irms such as

Hughes'Iixrl, Sperry, \{t'stirtghouse,
(l(nrbuslion l-ngine<'ring, and (lum-
nrins lingine, the effb was tctnp()-
rarily (.ul sh()rl by the budget cuts of
the M8l-82 readjustnrent progranr.
The (lhinese were still willing to dis-
cuss liccnsing if paymenl was ac-
cepted in finished protluct. 'I his was
a n()n-starler f()r the vasl maj(nity ()f
pr)terrli:il li( r'Ir\r,t \. \!lr,'\e lll(,liv:lliotl
was l() peDetratc ttre China nrarket-
Rut by tlre cnrt of l9l'12. the Clrinese
were tlropping lhe condilion and of-
['ering cash.

'llrc r'rrr rert exlrl,,siott in licensirrg
leally begarr with the 6naliz:rtion ()f a
new five-year plaD irr nlid-1982, the
rise in inveslnrent speDdiDg at the
central levcl, antl the consequent
willingness t() spend f()reign
exchange.

As a result, nlany neg()tiations that
h:rd been dornrant since 1980 have
been concluded, and rnany rn()re are
unrk r ar tive rlist ussiorr-inr ludirrg
big ones irrvolring aircraft and nu-
clear power equipnlcDt. The Clhiirese
n()w want to licensc virtually every
s()phisticated prodrrct thcir irrdustry
( rlrrcnrly leqrrires irr :rlr) qlruDtil).

'lhc rrr,,rt into high ter lrtroltr1ry is

particularly signillcant. Semi-con-
ductor m:rnufacturing know-how has
l)een licensed liom one LIS firrrr. and
microconrputer pr_oducti()n liom an-
()ther. Mainfrarrle conrpule!. disr'
drive technology is under discussion.
'I'he liheralization of US export con-
tr'(, regul;rti()ns (()incides neatly witlr
the new sprrrt ()f (lhinese activity.

Changes in Approach
The senriconcluctor case dranra-

tiTe\ the in('rersc(l Chirresr appler ia-
tioD for the irrtangible part of know-
how. Whe r-eas pr-eviously, the
(ihinese had focused on drawings,
blueprints, and patents, they now
:,eerrr willing, ,t Ira\t in thc serri-
(()nductor case, lo pay nrillions oI
dollarsjust to leurn lrou to rlairtain
the order, cleanliness, and quality
('ontrol essential to state-o[-the-art
nranu['act uring.

l'he Chirrese:rre als,r rnolc willing
to aonsider, at least in certain cases,
something less rhan full techirol()gy
transfer. In the rail l()(()nlotive deal
!'ecently concluded with General
Electric, f<rr exanple, they have not

tricd to licensc the crrgitte tcchttology
vet, rcalizing thal it n)ight bc nx)rc
than tlrey could hantllc. This stands
irr rnarkc<l (()ltr:lsl t() early licenses.
sur h as lhc SI)cy :rir( rali engine dcal,
r!here they tried lirr evcr-ythirrg ar
ortcc arttl firiled.

Lvelr rlrc r lrerrrir rrl lrtrl trrct.rllrrt'gi-
cal licensing process is rltanging.
Ratlrcr than handle ever'ltltirtg
through a ((nrtractor-, who ar-rarrges a

c()D)l)lcte plrnt sale, the (llrincsc:rre
cntcr irrg irrto rlirrrt rel.rtiorrrlrip:.
with proccss litensors. l\I()st c()D-
tracls, sut'h as lll()sc sigre(l this year
rvith Scientific [)esign, l-uhrizol, arttl

The cutrent expllsion ttl
licensing reall) began uith
the finalizati.on of a neu

f,ae-year plan in mid-1982,
the rise in inuestment spend-
ing at the central LeaeL, and,

the coruequent willingness to

spend foreign exchange. Tb-

day many ne gotiations dar-
mant since 1980 hnue been

coruluded, and man) ?nore

are under actiae discussiorx

-i ncluding big ones in-
aolai'tlg aircrafi and nuclea,r
pouer equipment. Basically,
the Chinese uant to license

the entire range of sophisti-
cated products their industry
nceds.

Mitsui, call f<rr Chinese participation
in l)asir design, and j()int elli>rts by
tlrc (.hirrcrr' to sclc(t equil)rlcrt iu
China and abroad. fhe licensor nrust
do rnuch rnore work than prcviously,
partir ularly in training.

Changing Partners
As Ch in a's licensing strategy

changes, so d() the participants. The
role of thc end-users is clearly ex-
pandirrg at tlrr exprnsc r,ftlte [oleign
trade r'orporatiotts trttder the Minis-

1ry ()[ F()reign Econonric Relations
arrd 'lra<le. l'rior- to 1981, only tlre
Chirra Natiotral Ti'( hlrical lmPort
(l()rp()rati()n (-tl(ltl I MI'OR'I), ()r o.-
casionally thc (lhina Nation:rl Ma-
( lrincr-y Irtp()rt ancl Export (i)rP()ra-
lior (MA(lH I Ml'l'lx), wcrc e[rP()'t!-
crcd lo sigrt colllt_ilcfs. Now, the
(lhina Ma( lrinery and !)quipnrent Inr-
p()rt an(l Exp()r'l Colporati()n
(EQtrlMPEX, also cirlle'tl CMEC, un-
der rhc Mirisl t-y of Machine Build-
ing) signs llnl()st all (()rllracts itrv()lv-
ing Ministry of Machine Building
pl r)ls. SINoPE(i, the new p(]tr()-
chenricals ('()rp()rrlti()n, has l>egr.rn to
sigll c()n(ra(1s irr that sector. lltean-
r!lril(. tlre Stltr' Lr'orr,rrrtir (.(,tttlttis-
.i,,rr still pl:rys a kc1 r'olc ir (lrlrrnlirt-
ing ovcrall licensing priorities, and
rlre l)lrdgct\ alLx ule(l l.) ear'lr itcm.

IIr nlany cases. licensing plants
thcnrselves are c<>signing c()ntractst
sornclhiDg lllat Prcvi()usly wts difi-
crrlt ol inrpossible. II is perhaps no
coin<'idcncc that as the irrfluetrce of
the licensing plant incrcases, interest
hls shifted frorn lhe "rtewness" of a

te<hnology t() lhe nr()re practiaal
quest i()n ()l its re'liability.

Shanghai and Tianjin, as well as

other localities with their own funds,
:1r1, lxgirrrrirr,{ to irritirtr tregotia-
ti()ns. ()ne re('en( c()ntr.a(-t was co-
sig ed by Shanghai and slNoPE(l;
Shanghai has even signed a licensing
(()nlra( t ()n behalf of Zhej iang l'rov-
ince. ac(()rding t() one s()urce.

Where 'I UCHIMI'oRl fils in is lcss
clear today. ln sotne cascs involving
inexpericnced encl-users, it will nego-
tiate and sign tlte conrmercial part of
thc ('()ntra(t. In others, it will act as

an advisor'. and in slill ()thels, it will
play a pLrrely belrin<l-lhe-scenes role
in tlre Statr- (i'utr(il rcvieh llral is

rnade alter err lr {'',nllacl is sigrred.
Rcports on TE(IHIMPORT's per-

lirrrnanre v:rry fronr co rpany to
conrpany, and according t() the itrdi-
vidual TE(lH I Ml'ORT neg()tiator.
Sor e cornparr ies claim TECHIM-
PORT is rDore assertive and sure of'
itself thaD crtd-user neg()tiators,
while ()thers say it is more wedded t<r

habit and less flexible. A few US ne-

llotiators talk about conllicts between
TE(IHIMPORT, whiclr is concerned
s()lely witlr negotiating the deal most
favorable to China, and end-users,
wh() aae rn()r-e interested in nraking a

deal work. Conrpanies have even
found themselves ft)rced to medi-
ate between TECHIMPORT and end-
users on occasion,
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DieselenSines

ALrlomolive lheamoslats

Turbochargers

Eleelric.l equipmerrl

Cummin5 [ngine 1981 10-year aSreement sitned with
TECHIMPoRT Ior ChongqinS MMBI

plani
'10-year agreemenl wilh No. 2 Auto-

mobile Planl, Shiyan; soon lo be

turned into a ioint venture
Si8ned wirh TtcHIMPoRT for wuri

Plant

SEIECTED US TICENSING AGREEMENTS WITH CHINA
P.oduct or proc6s tiim Date Desctiption

AulomotiYe p l5

Negotiating the Tough Issaes

Although the (lhinese are slowly
agreeing to more liberal and creative
terms in tlreir licensing contracts,
rhey still deserve their reputation as

rough negotiators.'fhey are famous
for playing competit()rs off one an-
other; breaking an agreemen( down
int() nrany conrponents, and then
sh()oting f()r maxinlufll concessions
on each; or simply waiting stubbornly
f<rr thc other side to give. On one
recerrt occasion, they even reopened
a supposedly concluded negoriation
when a conrpany's CEO came for the
c(ntract signing. Only a company
thal has what the Chinese badly want
is likely to win rnore favorable terms,
anrl then i'rrly afler protracted dis-
cussions. Alnong the issues most dif-
Iicult to ne6Jotiate:

Ta,nn of pajmen,. The Clhinese tend
to ofl-er a very low sum as a up-front
payment (()ften less than the price of
one machine in the case of large,
expensive products) combined with a

r()yalty iir the neighborhood of 2-3
percent of the value of the machines
nrade and s()ld under license. In
nrnny (ases, the uP-frotrl monel is in
rhe neighb()rhood of l0-20 percent
of the total anti.ipirted payments,
and the Chinese try t() limit it to rhe
tangible costs of transferring the
technokrgy; that is, tojust the cost of
docunrent shipment and training.

TIre up-front payment, with some
variation, is usually staggered over 3-
4 installnrents: a dr)wn-payment up()n
a conrpany's receipt of an export li-
cense fr()tu its own governrnent; a
p()rtior after slripment of technical
d()curDents; sometimes a portioD af-
ter the (ompletioo of training of Chi-
nese technicians; and a portion, usu-
ally in thc neighborlrood of l0-20
percenl of the total up-front pay-
nren{, upon the successful trial pro-
duction in the licensing factory. One
creative contract in semiconductors
r:alls for installment payments based
on the plant's increased efficiency.

Certain cornpanies prefer to take
all their payments up-front, rather
than tie their payments to the unpre-
dictable and difficult-to-verify Chi-
nese pr()duction levels. The Chinese
side has sonretinres agreed to substi-
tute fixecl payments f<rr running roy-
alties. Certain stubborn firms have
obtained up-front payments 5-10
times the Chinese side's initial offer.
But only a few up-front fees are be-
lieved to exceed $ l0 nrillion.

Slandard Thomson,
Allegheny
lnduslries

Holset EnSineerint,
Cummins Intine

1982

1982

Power capacitor

PoweFplant air-
preheater

Thermal power-plant
boilers (300 and 600

Thermal power-plant
turbine generatoa
(300 and 600 Mw)

MaCraw-Edison

GeneralElectric

comb!slion
Entineerint

Weninghouse

Molded-case chcuil
brealers

Westinghouge

Thyristori tor high-volt- Ceneral flectric
age direct current
ransmir5ion lines

llinirrg ,nd ,ninerab ptfretsin'

Combustion
tntineerint

Ball milk

water tel explosives for
coal mininS

VibratinB rcreens

Dewatering centriluge5

vacuum and shriver-type
filters

Pel.frhemh.ls

Allis-Chalmers

DuPont

Tabor Machinery,
subsidiary, Robertt
and Schaefer Co.

Bird Machinery

Eimco, Subsidiary,

Ba[er lnr'1.

China to manufacture one bellmill
for Yongpint copper mine at

shenyang
10-year atreemenl signed with

TECHIMPORT Ior Coal Ministry plant
in Huaibei

8-year agreement with MMBIfor 10-

foot screens at Anrhan

g-year aSreement with MMS|at
Luoyant Minint Machinery Planl

9-year a8reement with MMBI

1980

1980

1981

1982

1983

Acrylonitrile
Aromalics ertraction
Aromalics extraction
tlhylene
Polypropylene
Ammonia
Elhylene tlycol
Alkylb€nzene
Aromalics extraction

Benzene calalytia
deallylation

Aromati.s extrection

Terephthalic acid
Aromalics extraction

Dewaring of oil
trhylene

Air Products &
Chemicals

UOP

uoP

1976

1977

1978

Plant in Shanghai; 50,000 tpy
shanghai-,inshan
Lhoyant
Yanrhan; 300,000 tpy
tiaoyang; 35,000 tpy
11 plants around China; 300,000 lpy
Yanthan;60,000 tpy
Nanjing,50,000 tpy
Yanshan, BeijinB; plant constructed

by China
Yanthan; 100,000 tpy

Tianjin
Yanshan; 36,000 tpy
I planrs in Nanjing. ShanShai-,inslBn,

and shenSli
Shengli
3 plants at Nanjing, Shengli, and

,in5hani 300,000lpy

sohio
UOP

Arlantic Richfield
C-[ [ummus

KelloSt
Scienlilic De5iBn

UOP

UOP

1973

1973

1973

1973

1973

1973-74
1974

1975

197s

1975

38

1978

1978

fh€ chin Eusinen Seric*/November-Decembcr 1983

copper rod lormint
rechnology

1979-80 Signed with TrcHrMpoRT for MMBr

capacitor plant in xi6n
'1981 1o-year aSreemenl sitned wilh

TtcHtMPoRT for MMBt'5 Harbin
Cable tactory

1981 ]s-Year aSreement with MMB|ior
ShanBhai, Harbin and Sichuan

plants
'1981 15-Year agreement with MMBIlor

shanghai, Harbin, and sichuan
planls

1981 ]s-Year agreemenl wilh MMBI for
Shanthai, Harbin, and Sichuan

planr;first agreement signed with
tQUIMPtX

1987 Sitned with TEcHtMPoRT for
Huadong 5witchgear Plant,

Shanghai

1981 7-year aSreemenr with MMBlat XiSn

Redifier Plant

Mobil Oil
C-[ [ummu9



Not so bng ag{). the Chinese re-
Iuscrl to offer pr()du('t i()n-based a()t-
altics:rt all for li'ar ol inrplying Lrrrg-
terll { (nrtr(, by li)r(.igncl_s. 'fhey are
now willing to Iiisc tlre pavmcnls its
higlr .r:' i-ti lrerr( nl ('l rlre [ 5 PIire
on firrishcd grxrds. anrl {) perccnt r,r
parls Ii)r l)r(xfu(ts with litnitcd l)r()-
duction voluure. 'lhey still srck to
base th<. royaltv ()r tlr('(lhinesc sell-
ing prirr., hut as (ihincse priccs are
dillrr rrlt I,,r [,'rcigr|( r' I'r a:i( (,t'rJrn.
arrd lr( stlbject I1) albitrarv chanscs,
c()rrtJ)arrics Preli'r' lr) usc lheir l|rv
pr.iccs as the stan(lar(1. 'I'he (llritrt'sc
ol'lcn a('(luies.(' i{ prcssed Iralrl
en()lrgll. S()nre ((,tltlir( ls call Ii)r the
(lhirrcs<. plice, or a rPt.< i6ed pclr t'nt-
rugc ol tlrc l S prirt., lrlrithcrt r is
higlrcr'.

-llrt' ( ilrtttcsc ulr,r rtrist cs('rl.rlrol
,,f ror.rltir. rritlr illl.rti,rn. Brrt rrr

s(rtt(' ( ()rttta(ts, ll)c\ h1\e aglccd t()
an inllilti()n inrlex lrascd r)n th(.ral('s
in st'vt'r'Il dilli'r('t)t (()utrtties. At
least orx,conrlrarrr lr;is (lcalt with Il)c
problt,rrr ol villrc iln(l inflatiorr lrr
6sttrH .rrr lrlrrolrrtt r,rr.rltr Pel rrrrit
prrxltrrcrl. !cg.lr'(llcss ol kxal corrtcrrt
(alrrost all r()valty .lalrses exeltpt
par-ls pulcllased ahrrra<l). witlr arr
agr'('( { l-tr l)r )n int rt lrst' lionr vcar to
vca! .

Arr irrcrt.asing lltllrer ()f ({)n-
tra(ls, lilrtherrr)()r'r', rontain a t lirrrsr.
laliltg orrt a fixcd rrrirtirnrrnt rotallv
pavrn(nl rcgirdlcss ol the lirt'rrst.rl
Pl.rrrt s Pr',xhrr tr,,lr IlrLr.. r','rrrl':rrrit s

rre pr'olc(tc(l if thc (lhirrcse do rrot
ntect pr orluclion projcctions, hrrt
still l)( Delil il tlrcv srrr'Pass
expc( lIti()r)s.

Sr,-, ,rllcrl r,rrrrrtcr purr lr.rsr.
cas(,s. in\{rl\ irrg l)l\ l]rcllt in l)l! ls
ralllcr tlllrtl ( irslr, s(.rllr l<.ss lIetlrrt. t

torlrrr. pcrlrrp5 owirrB to tlrc irr-
r'rcils.'(l l((rss t() Ii)r'(igr) cx.lr:ruge
otl llr( (:hincs(' sirlr. IirI s()rrrc. a
''lx,st ('lli,r'l .olrlr.r'Prrlt hase r larrsc
srrllir cs. rvlrilc Ii)l' (,tlrt,rs a (!)lllrl('r-
pttr <'h;rsc artattgt'nrcrtl is re(luir-r:(l
un(l( r' lh( (r)rltr'il(t. (i)rlparlies s('cnl
to lx rrr:rkir:g sincclt cllirrts to rorrr-
plr sitlr tlrcir' (()urtt( r'l)ur'(has(, (()lt-
nritnlclrls, lh()ugh lItlllit\' (()lrlr()l
problcrrrs appalcrrtly rr:rrke it riillir rrlt
and(.)ilx tlsive ((, (l() sr).

()rc (orllun\ is llllirrg behirr<l orr
its totrtrtcr-purthlrst' ohligatiorrs be-
clus( th('(lhinesc <Ir nUl lfsl)()nd l()
its r'((lucsls l() I)id ()Il l,atls tlte ({)tIl-
pan)-, i\ willing to lrirvt.nlrnu[:rt'lrrlc<l
irr (lltirlt. 'llte tortrpartv llelierts tlrr
(,hirrcst rir not un(lcrslxnd ()l' li'(.1
irrr,rP.rlrlr' .'l rrctir)A tlx' r.rrr11.rrrr's

Slone & webster
Union Oil

1978

1978

Daqint;300,0m tpy
,l facililies: M.ominE, Sh.nth.i, and 2

at f.laniing
Shengli
YanshEn; construction not yet bctun
D.qint.nd Sh€ntli; 70,000 tpy
ShenBli; 1{0,000 tpy

for ure in 3 ammonia plants in Zhe.
jiang, Nintxia, Xiniiant, and an un-
limiled number of orhers.

for Shengli oxoalcohol plant
Sh.n6hai-Jinshan; 200,000 tpy
Shentlii 200,000 tpy
Nan,ing;150,000 tpy
3 refineries in Tieniin, Shanthai .nd

Zhejiant; 1,700 brrels p€r dey;

signed wirh $NoPtc
Naniing;200,000 tpy

linzhou No.6 Petroleum F.ctory

Synthesis 8as Seneralion
Tereprhali. acid
Caustic soda chlorine
Terepthalic acid
Aliylation ot galoline

Union Oil
Hercules & UOP
Union C.rbide
Union C.rbide

197E

1978

197E

1978

Texaco

Terrco

Diamond sh.mrocl
Amoco
Phillip6 Pet.oleum

-t978

1978

1979

1979

198.'

tthylene 6lycol
LubricarinB oil addhives
Pelrolcm cquipmeol

Scienlific Desitn
Lubrizol

1981
't983

l.cl-up drallan8 ri8, (200 Sethl€hem Sreel '198'l J-ye.r conrrad wirh Cuangdong Ship
feet) &iildint Corporation in ioint ven-

tur€ wilh Wah-Chant, Singapore
Rock drill bits Hughes 19E1 lo-year atreement signed wirh

MACHIMPtx for lianthan plant, Hu-
bei Province under Petroleum
Ministry

[quipmenl for offshore N.tional Supply, 198] 6-year contracl with bnzhou Petro-
drlllin8 ri8s (6,000- ARMCO hum M.chioery Plant under MMB|

8,000 melers depth)
Well-head equipment M<tvoy 1983 7-year agreement with MMB| in

Shanghai

Other Lkcntint egE rrrcr s

Pressuremonilorint Ror".ornr,tr"ffi
instruments [leclric

Aircr.ft pumps Sperry'Vickers 1980 NA
Atial pislon pumps Sperry-vi(kers 1980 NA
Hydraulic valves Sperry-Vickers 1980 Atreemenr ritned wirh TtcHlMpoRT

for Yuci factory, Shanri
Televiiion Slarr bulbt Corning 1980 Signed with Shanghai local

eulhorilie(
Combine harveslers lohn Deere 19E1 lo-year a8reemenl riSned wilh

TTCHIMPORT lor MM plants in

liamutiand K.ileoS
Valve aouatorr limirorque 198'1 lo-year atreement sitned wilh

ItcHtMPORT lor MMEtplanl in
Tianjin

Metal'formint presses Verson Maahine Tool 19E1 1o-year aSreement with MM& Ior
linan No. 2 Machine Tool Factory

Plastic telephone cable fsrex Wire. United 1962 1o-year e8reement gigned riith
Technologies MAcHrMpfr lor Chentdu Cable

Plant under Minirtry of Posts and
Telecommunicalions

frtern.l & internaltear sperry-Viclerg 1983 Several different aSreements
pumps Ior medium and
high pressure
applicalions

16-Bit microcomputers Ceneral Robotics 1983 Atreement sitned with MACHtMptx

Corporation lor fianiin No. 5 Radio factory

MACHIMPIX China t',Lrional Machinery lmport and frport Corporation
MMBI Minirtry ol M.chine Buildint lndustry
Mw Metawallt
slNoPEc China National Petrochemical Corporation
TTCHIMPORI China Nalional Technical Import Corporation
tpy tonr p€r yeet

SouRcls: National Couhcil licensiry filer.
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tthylene
HydrocraclinS of heavy

oil
Hydrotrealint
Metacre5oh
Oroalcohols
Polyethylene (hiBh-

deniity)
Synthetis tas teneration 1978



price tilrgcts. NoDetlrclcss, the (]hi-
nese ('()nlinue to rlakc rhcir cash Pay-
rnents willrout ()l)jc( ti()n.

Iaxes. llre l9li2 Iirrcigrr entel,pl,is('
irrconrc tax law callt'<l Iix:r 20 1><'r-
cenr wr llrholdiDg tut,,tt t(,r'.tlltt't
paid lirrcign frrnts. Althotrglr thc tax
was not aPPlied retr(,il( tively (() c()Il-
tracts sigrrcd befrrre l!)ti2, it was

pr()nrpll) lcvied ott u1>-lirrnt an<l t{)y-
alty paynlents alikc uith ne14 (()tt-
tracts. Irr ear-ly l0lll'|. tlr()uglr, thc lax
was rcrlrrrtd to l0 l)cr'(crrt. An(l []S
frrnrs lr:rrr'ft(cntlv \lr(((ded irr ir!-
serliDg (()nl ract lungttage nrakirtg
their paltllcrts exerDI)t ()l-an! (lhi-
nese tax(s- _fltc langtrage tr'lticallv
calls Ii)r thc (lhincs( c()ntra(tiIrg
party t() r'cfilnd ny laxc$ nol (r(.(lit-
ablc agirilst llS taxts. l'here is itt
le:rst ()ne (asc. howcvt r, o{ lhc (lhi-
rresc ritlt lailing to lronor lhis kilrtl ol
c..t.a<'lual,',,tr,,tr11,,,.-;11-ptlssiblt' lr

sigr ()l inlcrlgen(y lightirtg bctwtcrr
lhe li(( u\ing rninistty :ur(l tlrc Mirrir-
trY of I.'irranr t-, whit h loves to (()ll('(l
its tax.'s.

Guaranlees and Petrarri€s. The (ihi-
nese (lclitillrd cxltarlslivt' I{rrarllllt((s
arrrl rtt'ltltsottte pcn:rltit's firr- lrolr_
perlorrr.rrrrr' l'lre 1x'rr:rltv [r,r tlrt rrr-

c()nrlrcl(. rleliverv ()f (l(x tlnlenls ( IIl
go as high as l0 2(, l)(t'ccnt ()l llte
lixcd It't', ilD(l iD (lrcrlic:ll plant ( (rrl-

tracts, ir llilaticlllirr, lhcre arc ()licIl
lrigh ptnalties iI th. l)lallls (l) rrrl
perlirrnr t() slanrlar <1.

Sckkrtr. iI crt't, havt llrc (:hill( \('
actualll collccte<i yx'rraltie's. But thcv
havt' rlclayc<l paynrcllls nruch lrrrgt r'

than lll( c()D)llatli( s Ii'lt aPPropriittc.
r,n tlrr gr.,lr,r(ls tlr.rt rl,x'trtrtrrrt rlrip_
rDents \r'(rc inc()ttrlrlttc. ln thc tasc
o[- < lrcrrricel I)lants. tll.' l hr eat ()l l)t-Ir-
irlti.s llas ()[tcn le(l t() llll ad(]Ptiott (,1

tn()r'c ( r,ltsc|.valiv( -illl(l 
cxl)( tt_

sivc-(l((ig!r l)ai-arrr('l('r\ lllan rlriglrt
hart' l>t't n ncces\att'\,

In r( ( cnl ncg()t iill i( )tt s, tlle ( llt il l( \(
havc rtl<rrl<'d- ()r( (()t)1r-:tct ttitll
EQLllMl'l:X does ttol trlellli()tl :rtly
perralll iln(l perli)t'rrritll( c lxrnds, :rtrrl
slipulittcs l)rrlv e rclrrtrd irr the cr'tltt
the (I)( urrrents ia( t)()t \hiPPed. 'l llis
c{)Dllil(t (rlli'!s r)nlY llr( Ir()IIIlal (()lIl'
pany itrranty. In sorttc cases irtvolv-
ing sl}Plristicat<'rl tcclrnologv, thc
Clrirrr'st lrlrrc clcrr .rgrtrrl t. ;x rl,rr_
rnanr'e starr<latds krwtr tlran IirI tlx
sanr(' ( (ltlil)rlrent nlit(l{ iIl tlle tTS. l('
alizirrg tlrat lhcy itt'c rtlrlikcly l() I)t'o-
dlr.e lr) Us qualirl rt:rn<[axls right

\{ hcrr t lrcre arc lx tlirrnrarrce gttat-
anlers. tl)rit rre usuilllr ur-itten itl lllc

frrrrn ol stanclbt lcttcrs of crc(iit
openc<l bv the licensor'. ttornrallY val-
ued irt xb()ut l0-20 Pcrtent of tlre
total ul)-{i()nt payrreDl. They (all
c(,\'cr it()n-shiPnrenl l)f doctttttcttts
anrl/or thc succcsslirl productiorr of
liceDsc(l itrnls, th()ugh liequentlv tlrc
penalty lirr rrnsucct sslirl tr'ial prodtrt -
tion is sinrply tlre witltholding ()l a

sche(lulc(l lrayrnerrt.'I_l)('(:hinese c()rrtintrc to illsisl ()n

lirrking a tcrtain p()I'tion ()l P.tvnt('tIt
t() th( su((esslul prrxltrction oft tlial
"vcrilication unil. " It)lclnal (lltin('s(i
regulatirrrts requir(' thc verificati()rr
test. with()ut *'lrirlt a l:rcton will al-
nrr,\t i ( r'l:rirl\ h( lrlr.ll)lr t,, nl.lIl( l lt\
prrxlrtcts.-l-ltus. evclr tlx)ugh this t('st
ir nr)r ;r rr:rn(lard li'attrrc of intcllra-
ti(rlal li( cnsing l)r'ir.tirc, il is iu ctrln-
panits irrtcrests to tir their lrt'sl ltr
hellr tlrc (ihinesc l)ir\s thc lcst.

Corrlra.l Duraliort. 'l lrc (ihirrtst'
nuturlll)_ (lesire l(, k(('l) thc r()yillty
pa\'orcr)l lx'r-i()d a\ sh()r'l as P()ssil)lr.
bur tvPicalh .il{!-c( l(, ll-10 \cIr Ii-
('(r\nrg r(,ntr'Jrt\. llrcir ilritr.rl r,llcr.
houtrcr, will bc clostl to 5-7 lt'ats.
ln (rl(' ( irsr', they ( tctt agrced t() plty
royaltits {or l0 ycals. But thcv lc-
r;rrirrrl tlrc lireurrrrg rr,rrrpattr to irt-
frrrrn Ilrtrrr of irrtlrrortrrrertts in tlrt
I)r.xc\\ l.r oltlr .i rr'.rtr, :t ttt.tl.t
dclJar ttlr'(' f'ronr slatttlltrcl intctlta-
ti()!)ul l)r'llcli('e. 'l llis ttlav pilssil)ly
lr.rrc lxr.rr rcllrtrrl t,' tlrc r,rrrtirrrrirrg
(.hin( \r' r Ilur til,r( r' tr ' \lr.rI'e tlr(tt ittr-

pr_()t(nrr'!rt\ ilr tlt< pt<xcss rr'ith tltc
licr:trsot' Irr ir!)()tll('r' r('('( Irt ('as(', lh('
(lhirrr.st. scttled f<rI atrtotl|alic tliscIt-
surc ol tlrt' liccnsor's itIIl)t-()\'('rIr('trts
frr| oDlt' 5 }'curs, r';rlh( r than itgt t (- l()
rrrutrral rlisr'krsur't ol ittrptortttttttls
lirr l0 rcats. Thctc:ttc sotrlc rt((Irl
t'ep(,r'ls, lh()ugh, llr:il tlte (lhitrcsc
havc irglcc<l to nrrllrrirl rlistlosrrtc.

(;r)l|llIals of orcr l0 leats tlttta-
ti(rr rr( ('rlrc,ncl\ rarc. Signifitarrtlr,
rrorrc ol t lrt krtorr tt olrt's inr'olr'< s I ot -

alties bascrl on IJr'()(ltl( li{rIr. 
_I-ltcrr 

:tt'a

;rlso rrrr krrown irrstlrrrrcs ol lht (lhi-
nt'sc rcrrcwirtg lir't lrsirrg agtet'tttcrtts.

Exporls of Licensed Productiort. lltt
(,hirrcsc ttsuallv ask lol rrrrtt lr

hr'oirrltl rights I() cxlx)it lict.rrs.(l

1rr','rlrri'ts tlr:rrr r,rrrp.rrrics :rr'e rnrllirrg
r ', l.i lrr l. Ilr('rlglr it i.rrlrrlost ilrrlxrrsi-
blc t{r (lcrrv c\p()rl\ t() the (lhirrcsc

.rlt,,gctlrcr. lrlrrrr l,rr rr'lrr,rrr tlrrr r.
i r r r l ) 

' 
, t 

' l l l r r l ll\tl,lllr :rllt ( r'r\ l irr k, , 1,rrrg
lhcrr orrt of I hc rnilrkcts ()l_ dcr cl()l)(\l
C()trtrl Ii( s.

A rrrrttrh<'r ol t oltlt it( ls t csl t it I ( lll i_
ll(,s( ('xlxllts l() ((,tIIilfies sll(ll as
(:ul)1. N()rth Kor(.a. lltrIrDa, attrl \t-

nlen; ()nc even restr icts lhern t() (ll)i-
nesr i'l|llincerrtrg rrtlil:' tl(rlLillg iIl
thir(l ( ()untries. S(,rrrclirues, h()rvever,
there is ir kxrpholt'allowirrg the (ihi-
n(,sc l() cxlx)rl tltl(l('r g()vcrDDlttrl-t()-
g()\'er-nrlleDt c(rllt'ir( ls, which (()tet
mu(h (,f Iheir tra(l( with the 'Ihird
Worlrl arrrl l)asterrt l.urope.

A tttrrttber ( , 1 
' 

( ' ( ) t r l r 
-: 

r ( ls call Iirr thc
licensirrg cotnpanv l() n('t as (ihilll's
salcs agrr)t. While this gives the conr-
piinv s(,rlr(' nrcasurr ()l (()nlr(,1, il nls()
creitl('s thc p()lclltill for tcrrsion
wherl ltl (ager litctrst't' asks a rclttt_
tirnl li('( n\i,r lt)I rrr.rl,krtittg .rr'.is-
tancr'. Irr othet cas('\, (:llinrse qltnlitl
ploblcttrs will nlik('lhc \r'holc i:'slIc
aca(l(.rri(.

Secrecl. Althorrgh it is ofterr tlilli-
ault l() (llilft sect<r'! artrl nondistlo-
strrt' r'larrscs t() lhc satisla(li()tl ()l'

.()nrl)allv lawyers. thc (lltinesc d() rcc'
ogrrizt tlx' need lo tt'assttre cotttlla_
nies tlrat tlttir l( ( l)r()lt)gy will tr(,1 l)c
traDsli'rIe(l lo unauth()r'ized lhitd
partics \\itlriD (ihitta. (iorttpanics cart

obtairr lungtrage that r irlls on tlrc (llti-
es(' tl()l I{r discl(,sc illl()rnralir)ll l()

plartts otlt<'t' llixtr tll()sc tneDti()Irc(l
spr.t ilir rrlly irt llre (()r)lla('l durittg tlrt'
lite ol tlrc irgrcetrc,)1. l}rrt it is (lilli-
cult, il uot inrpossible. t() gtl lllc
(lhirrcsc to nraintairr sttr'lt corrli<lctt-
tialitr irlle!' t'xPiration ol tltc
( {)r)l Ia('t -

'I'hc (llrirrese huvt'lt'lt frec in tlrt'
l()70s iur(l I1)80s t{) It'Plicate Plulrts
using tcrhnologr litcnsed itt tlrt'
l1)(i0s. arrrl it is 1>r'obrrbll teasotlrtblt'
t() assurr(' tltll tlrt't will d() so irr tlte
l1)l)0s witlr plllnls liccflsed in the
lllxltr \l,rst lir( r\(,r\ lirke lltt \ictl
that tlris is u ('al(ul:rl('(l r-isk. ltt(l lhltt
th( ir t((hr)()l()Ln'rtill havc a<ivlrrrtccl

so rrrrrch irr l0 ytars that (liscl()strlc t)f
okl tr.chrrologv vrill (l() thenr lillle
<lar:ragr'.

()l !)r()rc inlrrr((liill( (()n('c!Il ir lll('
possilrilitr that ( llrilrcst tech!ri.i:rIrs
trairrrrl bl corlrlratrit's as par't of lr

lilcrrsing agrctrrrt'Irl will l)c lrillls-
ft'r t r.l t,, rrork ,rt ,rtlrtt [irrt,rrics
()rrt, ()l tl:t' rct'r lc$ stlsl)(( lc(i
blt;rtlrcs ol c()trli(l('rrlillilv li) (l.rl.
icsult( (l Il'()nr jtrst thir Iirtrl ol
ttarsft r-.

A Looh ol the Resulls
'I hc liccnses govcrtting cotttplt'l<'

()! ll!r()sl conrplrlt plattt alttl Prr>
rlrrt tiorr-lirrc l)(rr'( lrirr( s, I)alti( lrl.lt l)
in tlrt clrcnrical s('('l(,r'. alc bcirtg ittr-

lrl('rrcurc(l srrcrcssltrllr'. .'\lthr,rrglr
I)lant \tarullls hlrrr rrsuallt hccrt dc-
layt rl. this tcn<ls to alli'r t the lit crrsot'
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()nly rriIlillrall\. as rrr0st ()l lhc Pa'!:
Ill(',ll his rlread\ l)ccn nla(lc ()n(e
rhc l)lants 6nallr lrtgin r)perati()I).
th( \' le!ld t() w()rk wrll. ['S firnrs strch

as Stientific DesigIt. wlticlt liccnscs
( tllll('nr glvcol. arc allcatlr, Iregotiat_
ing {,r siHniDg new cottlrrt< ls lrast'rl otr
lhe su('('css of thcir ol<l l)rrt s-

Ir tlla n)a('lrirtc-builrlitrg sr:ctor,
h()w(\ei. the rc(r)r(l is lat' sP(,lticr,

I)iilli.ulilrly \\hetr it is il (ltrcslir)lt (,f
uPgratlirrg Pr-rxluttiott itt att cxisling
lrlant. I-txal r'olrtent s<ltc<lttlcs ltave
n()t lx('n rrret, th('\(,llrrrlc ol pro<lut-
lir)ll h;ls hren rrtu<h l(,rver tllitn l)r(F
jc< tt'<1. :rnd thcre hirt( lrt't'rr li't'tlut'Irt
rlrr:rlitv pt-oblcrrrs.

'l h(' SI)ey engin( liccI:sc is lx t ltaps
synrlroli< of tltc probltltts ctrt'ourt-
ttrt'rl bv all threc rrrli()r' tttathincrv
lict-rrst's of tht' M70s. l)r<xltrctiort was
(li!r({,ntinlled altct r ottrPlt'lion ol the
trial rrnits, in part bcr arrsc :r rttitable
airli arnt' r orrld n()t l)c (i( \'clr)lx{1. I)ut
also in considerabk' lralt lxr'arrse rrf
qrralitt problerrrs. Ntrovo l'igrronc
r,,rrIr( \sr,r\ lrlrr'r' .r;'1x.rlrrl ,'rrlr rtt

sl|ritll llunrbers illl('t' s('vcIl Y('ats ()l'

liccrrscd prodr.rctiorr. 'l ltottgh visitors
r(l ,rt tlrJt Hrngzlr,,rr Prorlrrrcs Sic-
rr.r\ nrl)iDe\ r,l lr'.rsolr.rlrlt rltrulitr.
tl:t tc ltar'< beel: rtritt'kctirrg l)t()bl('Drs,
:rrrd Sicrnens thost' ttot to licerrse
()rl)t'r turbine lin<'s altcr thc initial
agr cctnent expiletl.

Sonre of the p()sl- 11)lt0 rl< itls have

l.irrtl(, rrr(,r( \rn"',tlll\'. llrrt tlrr' Prrrtics
still rrusl c()pe willt ntatty ol Iltc sanre

Probl<.rns;
Blnr/,ing the Opposilion. l\l()sl r)a-

lr'r rlc.rls sccrrr I., .rr,rlr\( tlrr' ,,PPosi-
tiolr ol anti-lirreigr) itllcac\ts thul li'el
tl)nt (lhirla (an desigrr itlr(l Irrrltlrfa(-
tulc thr Pr()du(t (,n its ()r\rL l_his
()l)lxrsili(,r) rilust l>e tt.ttltalizc<l oI to-
oyrtt'tl if a deal is to plrxt'r'tl satisl:rt-
rorilr. ()ne viable (()llll)r(,tllisc \eeDrs

t() hc t() liaense Iirlt'igIr tr't hlrology..
:llr(l (l(.vel()p <iotneslic <lcsigtrs sinrtrl-
t:rncously. as is lhc (rs( with a ll00
rrcl{xwat t turbinc gcrlctlllr)[ dcal.
'llrt (lhirrcsc fa(l()rit's ale huil(ling
thc rnachincs t() tht slx'.ifi(itti{)ns ()f
lli.stingh()use an(l t(, l$!) scl)at_ate
(;hin('se designs.

()pportents in kcl' posiliorrs of au-
lll()r'ily arc ()f c()urs(' itt arr t'xr'ellent

Ix)siti()n l(, sab()tirg( i|rr itl{rccrtlenl
alicr it is con('ludc(I. For cxalnple,
tlt{)Dcv rr)av be nrystt riotrsly unavail-
able t() pur'('hase e(luil)rDcnl the two
sirles had earlier agrccd uoultl be
trcaessan'. Or. a <'{)rnparrv s tclcxcs to
irrrangt: inlplenlen tlt i(,Ir will g() un-
answered, and \'isits catt ht deluved.

In scrtrltl (irscs. ()l)structi()rtislrl ()l

vlrri()lrs kin(ls pet-sislcd utllil lllrr(
r{a\ a Ic()r'Hirlri/itti()n ()l the licellsitll.i

l)lant'\ n)]r)ilgr'Dr('Dl- ltl one itrstatr( c,
sevrr al r( ()r'ganirati()tls r1ct ('
r-e(ltrilc(1.

()lrarrgcs irr thc overall p()liti( rl ( li-
rnalc ('ilD slr'( rrl{th('rr the ()pp()sili()ll's
han<l, as rvas thc case whcn rea(litrrl_
lncr)t 1v.l\ irrtcrrsilit'd antl thc "pctro-
leuru cli<;rrc atll(ked in earlv l1)131.

1-lre llrrglrcs rlIill l>it licenst'. sigrtctl
al)()ut \ix Dr()Irtlrs carliei. ua:i :rl-
tackc<l o1x'rrlr in the Ohinese Pr'<'ss.
At ()ne Ix,int it ltxrked as i{ it nright lrt'
rarrrr.llcrl. Irr tlrc cn<I. it uas I:t'<tr-
sarv t() r'( ncg()liat( pa!'ts ol tllc (l(ill,

li t I I t nt,-r t t t .\a I ?s aft su,rc1'

t')tt't.\ lltr (.hittrsc hrttt' irt-
cludul itr ulno.st all lirttr;-
itt.g arrutttgtrn?, s, htto"utitt g

.filll u,cll tlurl nut.n1 rumpa'
nies zttrtttld tnt ntett "atL\id(r
liutr.si rrt! Tuit lnut thcn.'l'hr
nt1.\l rrc?nl 6entpl? i.s ( )ctr-

nul ltl{tri('.s .nle of 22()
ra i I lotomot iu(s Jlr 07t? r
$2(lo nilli,'rt irt ron jttttrliurr
u,illt it.\ hx rtttrt,litry Iiert.tr'.

lltlrotrgh Hughcs irsists that tr()nc r)l'
thc .r'ili.al (r)rrrrrreacial letItrs ha<l

becn chlrrrgc<1._ r< Hrrghcs <'asc dentottsl l a(t's
that s(,nr( (ilrin<'se <kr trot nc<essltrilv
r'onsiclcl a sigrtc<l t<rntract sacrctl il'
they lx'li('v( (lhirl nrade a ba(l (lcrl.
Althotrglr lllc h()rr'(r- st()rics are thc
ex((l)ti()n r()t tl)e [ule, thcrc hils
bct'n al least (,rrc ()tllet- casr: ol 1>lr1-

rircnls lx'ing srrsPcrrdetl terDlx)rnrily
:rs the (:llitrcse lrnsuccessfullt trie<l trr
r-cIlcl{(,tiilt( a sigttcd conlract. Srr<lt
rast,s rrrcrtlr r(llr(I.l largr'r Ic.rlilr
\i'rr rrrrrrt lc.rrrr ti, <leal with (.lrrrr.r's
fl:rr'ti,'rrs, \r'rretitrlr\ .ltttr-li'rr'igrr
btrreauclat v.

Qlualit g Control, Factorr nranagcrs
n(,l a<rrrst()rrred t{) strict qtlalily (()rl-
tr'{)l I)r'(x((ltrrcs often resisl a liccn-
s()r's iniutl( ti()ns, and eitlrer stir k t()
lhcir ()ld \{a\'s ()r tn'f()r cheap artd
easy solutiorrs th;rt do not work. ln

()rc I)lrItl, {irI cxarrrPlc. tltt lirreigtr-
clr pointed l() IlIc pr'()blcrlrs iI) the
(l\ling. but irrslcarl oI chalrgirrg the
(il\tillg nrcth(xl. l\'lli(ll \{(,tlld llai'e
rcrluircd aborrt a rrrorrth. tlte (lhinese

tIi<.rl to a<ljust thc rlil('lri irlg. In an-
lllllcr, r rna(hin( lllirl \rirs stIPP()sed

l() run (()nlinlr()lrsly Iirr {)ptirrttrrn
pcrfrrtnrance wils ltlllr('(l ttn anrl ofl'
rclx'atedlv lrtcarrrc ol irrl( r'r-lIpli()tls
in lxrrver supph. ln slill ()thcrs. rhe
(;hinese hav( D()l sct ul) (lll;ilil! cor)-
tIl)I svstenrs:rt all.

Sorrrelirrrcs, tl)r' lit.crtsc( Irlir! be
Iortr:d to rrs<'Lxrtlll availahle t-arr'

rrratt'rials cverr il tli(\ irrl tlrll tl[) l{)
starrrlar'<1. r\n<l il :r (lhincse la<tor,v
irllst rely ()r irI()th(r rrirristly ft)r a

kcv inprrt, il nrly llr\'('Iittl('ilrlluence
,rvcr itr r;rr:rlitv. l.irlttsirrg rolttp:rrlies
havt written lirrgrr:rgc irrto tlrei! corr-
tratts gilingthtrtt tlrc I'iglrt to inspect
arrrl leject rarr rrratcr ials, but this
(l()(.s n()l scctrr lo solrc all the
ploblents.

Perty Wisdom, ()I( ()l lhc nrost
(,,rluron rr'.1\.,rr\ Ii'r P,roI ,;rr.rlitr i.
lllc (lllinese rclu<'tatt(r' l() sl)('nd evclr
a rri<'kcl rnote lhilrr t!llal llr(' (()ntra(t
rirlls lirr. lly tll(ir-v('ry tt:tlrttc, litetts-
ilg itgreerrcnls ctr t lril trnlirresecn
crr'rrts.rrrrl cxln rr\r'\. Ilrr' ( ilrrrre.c irt-
rariablT irrsist tlrat tlrtr lall undel the
sco|)c ()[ tht' or igittill (()nlrlr.t,cve iI
Ilrcv reqrril'C cxtr'a rs()rk b! the
( ()llrl)xn\'_

I.irr cxanrplt , trtatrl r oltlt'acts allow
lirr a tlefinite rrunrlxr (,l tc<ltniciarr
work-rlays irr (lhirlr at tlrc (()rrrpany's
r.xl)cnsc, rc(ltli|.irrg lllc (lhilrcse t()

l)a\ Ii)r anv \'isils :rhr)r( lhis !rtlnll)er.
Rathcr thatt Par IirI arr cxtl:r T'isit. the
(;l)inese are ilrst ts likclv to lcare an
inrp()rtant pr obl< rtt trnutttlrtlerl. or
trr to br<xvbcat tlr li<r'nsor into pav-
iDg. [-ikervist'. thc (:hinete ha\-e
s()Dr('linres l)c( ll slo\,v l(, sl)( Ir(l ttl()lley
I()r l(x)linH tltal tltc lir'trrsirtg cont-

Illrrry re( ()rnrIrcIr(ls.
Adapting to Chalge. Virtually all

arlranced Icchlrologit's liccnsed t<r

(.lrrn.r r'lr.rrrgc u'itlr irrr;rr,rrclrrcrrts irr

rlcsign. Br dt'finit iorr, statc-ol-the-art
tcclrrrolrgies ilrc rrr)t stati(. Rut tlre
lkxrrl of dt'sign itttt(,1itli()ns s()tne-

tirr(.s ()\'ertrh('lIIr (ihirrcst lttanagers
lrlready havirtg l r'()trl)lc assilttilating
th( (()nrpany's irrili:tl (l( sigtl.

Matheting. (irrrrpatrics ( ilDtr()t as-

surrc lhat li(('rrsc(l I)r()(lrr(ts will
au I ()o)at i(all_y fitttl a ntat'ket. FoI'one
tllirrg, (lltinese rrlatlaget'!i lre lrDused
r,, rl,rirrg rhrir,,tr n rr.l| k'l ill,.l.,\l\(,, il
is bc((,rnirg xpl)at'ctrt lhat cDd-users
hare rnore powrr to st lt'ct tlteir prod-
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McDonnell Douglos is curro lJ negotiating o licensirrg ogreemeat to manu-

focture .onPlete aitframe$ lminu$ thc 
"ngin"s 

and aionics) in the PRC.
Two MD-82s will be dclircftd to CAAC'i Shdnghai bureau by mid-Decenber
198) for domcstic use as u'ell as irt Shotghai-To\o and Shanghai-Hong
Nong ronles.

When its Chines? licensee a iez'es lull Productiot in nid
t984, Slan.ldrd Thonton tfltch and automolit)e thermoslats
ui he narheted throughout the PRC.

u(ts lllan is t()nrrrr()rrlr' lrr()wn, and
tll:rt lhe ccntr:rl lllltl)(,ritics (arlnot
ill\!ilvs cnli)rce tll( iI suplr\, ilrld Illar-
kt ting plans.

'I he (lhinest plt ss Iras published a
<onrlrlrint ht Sicrrrcrrs llangzhou li-
('crrs('r leLar(ling sr>r allt <l 'rcgional
illr(l (lcpirr-t rrrcr I ul bkx kutlt's." Tltese
r( l( r 1,, tlle./,,/a///, rr.trki l l).rlrirr'\ irr
(ilrirra bctuecrr l,x.rlrtics .rrttl rrirtis-
l Ii( s. 'l'hc sirr (' ill t ir lt rrrtrrliortt'<l art-
r)th{.r' l)llen()rrlcn()rr r orrlilr}l<'<l lrr US
lirrrr,i irt (lhirta, rlrrx lv tl)ilt (:hinese
r'n(l-rrscrs a!r: susl)i( i()rrs oI prrxlucts
r):rrrrrf:r{'lrlr('d un(l( r' li( cnsc- bclicF
irg lhal nollrilg rrrrlt. rlrrrcstirally
will ( \'rr' ( ()nrl)ar (' n it Ir I)r ( xiu(ls rrlan-
lrl;r.trrrcd ahr'()ad. As ir rcsrrll, several
(()nrpirnies li<t'rrsirrg in (lhina [rave
crl(l((l up (r)rrrl)cting with thcir li-
r't'rrsing p:rr-1rrers. ( lt'r'lain (trstontets
\'irlt rr (cs\ l,' f,'t,,iArr crr lr.rrrgt, irrrrrt
(|rr lrtrr ing ,{rrrer i< ull, xtl(l t lu. nunrber
rroul<l probablT lrt'grtattt il tltt'(lhi-
n(\( ((ltr'.ll.lutlrr,ritl( \ (li(l rr(,1 ir!r!l
lllirt li(errse(l pr'rxlrrr ts scll at tlte
sllrl( J)r'i(c in drrrrrcsti< ( lrrlcn(v irs
lll()sr' l)ur( has( (l xl)! ()il(1.

lrr a tl<,parlrrt'Il-orrr rrorrrral liccns-
irrg pr'at'ticc, scv<ral rorrtpatties are
rlt rt'lo1lirtg thcir or{rr nr:ulctirtg
rtr'.rtcAi.s t Irr,rrrrol. llr( \.rl( .rl llrcil
lircnscd pxrducts irr (lhirra, and to
blc:rk dorrrr tllc l)rr,ill(li( c lg;rinst d()-
nr( rli( illlv rnarlc prrxlurts. ()thers
lrrrrl it a<lvisal>lc t(, scr'\icc liacnsed

l)r'(xhx rs wilh Iirr t"igrr pclsorrlel.
Olher Irrilonls. Althorrgh rt'lltively

rrrirror rrrntpar-c<l witl) llr( llr-gcr fi-
nan('i:rl issu('s, c()rnrruli( lliol and
t rn\r,l I)roblcnrs s()rl('riIll..s l)r'csenl
r'(.rl i!r'ilanls. I-h(. (llriU(.s(. trn(l ro
sr'l(l Ixrge nurrl)cr s r)l t( ahrri('i:ms l()
tlrc IS I,rr rr',ll rrl.l i,rr llr"\r rrt-
sllrl((.s, Dl()r'r lhlul a()ll)Pilnie\ Ieel
ll('(('ssirn'). ()lt('tl, tl)(\ lark thc nec-
crs:r11 t.rtglislr rlrllr. ( )r. rrltll sigtrittg
(r)llllir('l\ llr.rt r lrll l,'r r'rr'11 r{)rrreir-
xl)lc lii.hni(;rl(l(x llnl( nt. t lrc (lllinese
w ill lind t hernst'lvt's bru ic<l rrrrdcr un-
t r arrslata[rle papcr.

l)ar-tit trlarlv wh(.n u licclsing l)lant
is l)(:rted in all ()ul lr in,j :r'ca, the lack
ol teletornrlrrnit ulions r,rill hirtder
r rrrrrrnunicaliorrs h<,tst.crr lhc liccn-
s{)r ind the (lhirrcsc lirctrsee. Poor
a( ('(,rn nr()dat i(rr s havt crcrtctl prob-
k rrrs l, rr r orrrp.rrricr u lrosc trr hli-
(iilr$ are rehr(lanl l() v()llrnlee! lbr
wolk in (lhinr.

Are lhe Payofis Worth Il?
(irnrpanies have ()thcr nr)tivations

in licensing besicles oraking a success-
Iirl technologl' lr:rnsfer, ()f which lhe

,ra4

Baed oa the saccess of ib I 97 ) liealring agcenatt u,ih th. Bcijing Pc,rochcmicd llorhs
(obo.c), C-E btmmus agftcd lo liccnse ,norc .thrki. t chnolog to flotE in Nanjing,
Sheagli, atdJitshon in 1978,

trII -

I

12

-

-l;
i,

I

iiI

I
D

l:

I
I

"!

I



'rx)st 
itnportant arr: ()l)laiDing [bl-

low<rn product and unit salcs; freez-
ing ()ul their c()rnpctiti()n: and po-
sit ion in g themselves for future
business in other pr(xlrct lines. In
I)r'a(-(ice, sofile of tll(se goals have
bern mct morc consistcntly than oth-
c!-s, but ()n the wh(,Ie, liccrrsing com-
panies are satisfie(l they have gained
dvanlages tl)at w()ul(l havc other-

wise been unoblaiDablc.
'l'he rnost predictablc bcnefit has

bren frrllow-on uni( an(l ((rlp()nent
sillcs. These sales atr swcrtenets the
(lhinese have incltrdcd irr alnrost all
licensing arrangerrcnts, knowirrg full
wcll that many c(rnpanirs woul<l not
rvcrr c()rlsidel Iit ensing without
llr(rr. 'l-lre m(,sl rc('r'nl cxirrrrple is
(ierreral Ele<tri<'s sale of 220 rail
l(x',,rri)ri\es [or ('rlr $21)1, |lrllioD in
con-ju nc t ion t{ilh its l(,c()motrve
license.

Frrrt hernrore. surlr salcs havc
tended t() be largcr than ()riginally
:utti( rpJled hotlt her ;rrrr| r,I rlcl.rvs in
irnplenrenting licensing agrecnrents
In(l brcause ()f stel)[)cd-ul) dernand
Iirr licerrsed produ(ls. (l<,rtain licens-
irrg f:rctories everr preli'r to assernble
inrported parts though thc,1'have the
lhe(,retical capircity l() rDirD(ifilcture

sorrrc ol tlrcir own, feeling that lirr'-
cil{tl ((nrt(nl irrrPror'es thcil nrar'kt't-
ing possibilitit's. lrr short, nrartv corrr-

l)anic:, hur( [rrtrrrd that il is easiel lo
('()rl(lu(lc I)r(xhr(( sales aliet' thc\
havt' liccnst'd irr (lhirra; thcs(' sill(s
hlve ollcn nrcant the ciil'Ii'rerrcc bc'
I wr.t.rr plofil and loss.

Ilur li(( nsing has not always guar.
ilrt('('(l tlrl Iir crrsr,r':rrr ex{ lusi\'( ln,\i-
Iioir ill thc (:hinl market. llilr(c's
r\er ospatialc Hclicopter. frrr cxanr-
plt. lras failcd to prerert (ll)incsc
()pcr';rl()r\ liorrr buling or leasirrg oll-
rlror c oil scr r i, r' lrcli( . 

'Pl 
( r\ l r. 'rt| il\

,,\nl. r'i('lrr r ival llcll, desJritc its lir t'rrs-
irrg;rglccrrrcrrt wirlr J plrnr irr Il.rr lrirr.

'l lrt. Lr,1 l.r t,'r rrlle' rirg cx(llrri\ity
is ol' r r,rrr'rr' ll ('"rrpall\ \ \ltr ( r'\\ tl
sctlillg ul) ll li( ( nsing agrecr enl irr(1.
rorrrr'r.r'lr, tlrr' l.rilrrre r,I it. r,rrrr|r'ti-
rr,r \ t', rl., Ih( s.urx. F,rl r'r.rrrrIlr', it ir
<irulrtlrrl that (iener-al flle<trit corrl<l
hart sokl rilililary aircaaft etrginc\ t()
(lhina ucrt. it not filr thc failulc o[
tlx'Rolls Rrrv< c license.

An()tlr('! is lllc relationshil) hc-
Ir{cr'rr tll(' li, t ttritrg far t,'r) .rrrrl ttr
(ilrrrrtsr' ctrrl-rrscr':'. ln gtttcr'al, it
rr'r'rrrs r',r,.icr Iirr tlre lir rrrsr,r tr' g:rirr
an (,x(lllsi\c wllcn bo(h tlrt, lircnset'
arl(l its custr)rrers rre irr lhc slrt)r

nlinistrv. In th( l)(,1i.()l)ler case, f()r
exatnple, Rcll rvas prclerred by
(:AAC. i!hi(h i!irs tr()t a party to
Aelospatiale s dcal r,\illt thc I\linistr!
()f r\\iati()u Irrtlrrstrt. Sonre coorpa-
rries lravc olrtrritttrl rr r ittrrr cxr'lusilitl'
rr'rrrrrrilrrrctrls lt,'rtr tlrc (ilrincse ci-
tlrer iD the (()rlIil( l ()r si(le-letter, but
it nray well pxrrt'rlillictrlt l() enfor(e
such a c()nrnrilDr('tll ()utsidc lhe pr()-
ducer's nrinistrr'. ll\crr rvilh these ca-
veats. howevt'r, nr()st lirnts find li-
( ensing inrI)r()\'('\ lheiI position
ris-a-!is ({)nrpelit()rs. crcn if it <irles
rr()t gulrant('r' l()tlll (l()r illan('e,

lllost irr:portarrtll, u() w()rst-cirse li-
censing s(crrilli() has <()nre to pass.
!or' ex.rrttPI . rr,, (llrirrr'sc lir'errsee is

p()ised l() thrcal('n ils lllentor on the
internatiorral rrralkct. l,ikewise. ther r
hare been Ii,u, if arrv. ri()lati()ns ()f
c()tlhdentialit! l)r()\'isi()ns.

Thus, Iirr irll oI its attcnditnt diltr-
t ulties. licerrsing s<.t.nrs to ofler conr-
I)anies enough r'tal or' projecled re-
turn l() kccp ih(.nl iDteaested.
Altlrrrrrglr lx'th tlrr' (.lrirrcre :rrrd thcir
li<'ensor-s ate going tlrxrugh oltvious
gr()wing Ilains, liccrrsing ayrl>ears des-
li cd l(, l)c :r rl,rrrrirr.rrrt rrr,r<lc oI busi-
ncss rrith (ihirt:r Iirr thc lirresee:rblc
Iirtule. t
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China llationat Light lndustrial Product! lmp, tr Exp. Corp,
Guangdong Branch Guangzhou Office
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The New JV R.gulations
Three years a,fier passoge of the Joint Venture lnw, Chirm fui^s

.fitnnalized its policie.s and euen brtthen some new ground.

lerome Alan Cohen and lamie P. Horsley

Jrr tII, :I)IiII,l ,,I 11,7t,.,r\ (:lrirt.t \er,,lloIrrr' .rrrrl l(*.rl
! pl:rrrrr, rs Pr, P.rrr'rl t,' ;r'rrrrit lirreiglr itr\r'st.,r\ lr)

f ,,",1r'r'.,rc witlr (ilrirrtst' r'tttt'r'plircs ir r'\l.rl'lislrirrg
I- r',1rritr l'llrl rcnnrr'\ irr tlrt ll'oplc r Rt prrlrlir , tlrcv
rorrIlonttrI a rlilerrrra. ll tlttl s,,rrght to stintttlate Iirtcign
irrtrrt'rt ll inlnre(lilr(l\ pl,rrrtrlgating dt'tailcd larvs tlrat
*orrkl arlrllcss all thc pr'oblrlrrs lhitl e\'etl lirreigtt ittvcst-
lr( nt (.n( ()unlcrs. t xlrcr it rtr t ttright plrrve thosc lass to llc
crrrblrllassinl4, irrarlt rlrr:rtr'. :rtrtl t'r'cn urrlarorablt' lo (ihirta.
\i r il thc'f I:rilcd to crract rlctailcd laws, firrcigrr busilrcss
pt ()Plt nright hcsitatt lo in\( st l)c(-uuse of tltc c(}trst'qtrt nt
llr k ol lt gal ('eltairty.

'I lrc loirrt Vcnlult' Lau llrat irpl>cared ()rt July 13 ()l (ll t

rr.ar' r't,1rlt'sentt rl a rorrrptortrist. lt prescribc(l I l)asi(
Ir';rrrt.rr()l.k Ii)r inr(strl(nl, anrl its t'elali!elt It*, rathcr
gcrcral, pr'ovisiorrs lt'solrc<l lrrore problenrs tltatt sotrtc
, rrti,' .rrln,rr'krl,lcrl. lltrt it Llt ,rpelr IrLrIl\ Itrtl)',I'lrtll
rlrrcstiorrs. -fhosc rlrrcstiorts, (lltittt'sc offitials Itrairtlaittctl.
wrrrrkl bc dcall rlith ir li)r'tlr( ()lrin,{ implementing lrrlcs.

l)r'lrltirrg a r()rnPrchcrrsivc srl ()f irDplerrrcrl t in g rllles
willrorrt cxpcr-icncc, l:orcvtr', lrtoved rrrore tlillicLrlt tlran
arrtiripatcd- Sonre ollirials advocalt'd an :rltcrtlative-
;rrrhlirati()rr ()f car'lv jl)irrt \('rtuIc (()rltracts as "ntrxlcls"
lor xrruld-bc inveslrrrs. -llrt'st rottld offer guitlancc with-
.rrt lrirrrling the (ilrirrcst' govcr nrrtcrtt as ofli<'ial regulations
worrl<1. llrrt this itlta *as alrolttrl in the spring of l1lll0,
rrlrcrr tlrt Hong Kong rlragazittt', Ohirru l') ontntt ,\'ttttt,
crr.rut.rl ;r Iirror br' prrblishirrg the highlv cortlitlclrtial
Srhirrrllrr clcvator .joilrt r<tttttl'c rlocuntents bc{ot-c tltt'ir
Iericr,' hy the I'()rcigrr lnvr'st!rrctlt Conrnrission, which
cvcrrtrr:rllv gave its nlrpr oval orrly alter requirirll{ stll)st:lrrlial
charrgt s-'['lre al)pr'()v('(l Sclrirrtllcr' <ircunrenls w( r'c tl('vcr

Prrlrlislrt'tl, and il l>t'<'altrt' (lcirr that thc idca ()l ttsitrg
rrrork'ls had heen abandoncd.

\i l tlrc r)ee(l firr grritlarrr c 1x'rsisted. despite tlte appear'-
att< c ol rariotrs.jrrirrt rrrrtutt'llrrs attd regrllatiotts colt<t'ttt-
irrg r'< gistratiorr. lahor rrluragt rrrettt, tirxation, and loarrs bt'
rhc llarrk ol (llrirra, a,i wcll as thr'1>rrtrlicatiott b) the (lhittcsc
rurll()l-ili(s of a scrics ol app:rrently offici:rl guitlclittcs
lcglrxlirg joint verrtrrr-r's.

'I h(' l()ng-awaite(l irrrplcrrrcrrting rules were firrally 1>xr-
rllrrlgrtt'tl orr Septcnrl)('r' 20, lllllll as Ieg1llati()ns (ht'realter
rlrc RcgulatioDs"). 'l ht'il I llJ ;rrticles codify rrtanv o{ the
plovisiorrs fountl in joint verrtuic (ontra('ts concluded
rltrrirrg thc past Iirur vears as wcll as policies thal hrlc been
anrrorrrr<t'tl (r'pra(ticed on a pit'cemeal basis, and thc\'
br't'ak rrt'w ground irr tt r'taitt rcspecls. What f<rllrws is an

ii[('rrl]l t() srrnrm:rrirt'tlrt sigrifitance of the Regtrlations
at t or'ding to the sanrc pr oblcnt arcas discussed in an earlicr

isstre ol' 7'lr,, (l/l/l (v1,.lcr()nlc A. (irlrt'rr, loint [.quitv
Vcntures 20 l'itlirlls that livery (irrrrpirrrl'Slrorrkl Krtow
Ah()u1," N()\'(nrlx r-l)r'ccrnbet l1)lt2, p1>. 2l|-ii{)).

VOtinS llre Regulati,,rrr r larify the J,rint Ven-
t ,t a rurr. Law (hcreafter "tlte [.aw") by re-D1 tne- J " " rrrrrrurg a unalrilrrou\ r()tra ()f the board
Board oJ- ,i,r ,,nfi, few rypr-s ot de(isi,,ns: rhose

DireCtors relating to the venture's termination
()r merger; anrendnrenl ()f its articles

of association (arr<I, one would presulle, ()f lhe joint ven-
ture c()ntra(-t as well); and increase in or assigrrnrent of its
registered <aPital. ()nly the votes of those directors actu-
ally present or rcpresented at thc rnceling need be ob-
tained lirr thcsc purp()ses. Vrting arrangements on all
other de('isi()ns are to be set forth in the artit les of associa-
rion. The Regulations also make clear th:rt :r board meering
requires a qrrrrunr of tw()-thirds ol the directors, appar-
ently irr< luding th()sc represented by proxy.

PfOblemS I'lre Regulati()ns st.rte that ajoint ven-
, lure. which takes the l rtrr ('fa limitedor LaDttat .. ....

2 -:r."-' li;rbility ( omPatr). is a legal person,"
Lontfl- urrrl rnake r lear that rhc parti( ipants
bUtiOnS are only to be liable firr obligations of

thc vcDture t() (lrc extent of their sub-
scribed capit:rl, that is, the contributi()ns to which they are
committed. Thc Regnrlations spell out permissible forms of
contribulions in kind (such as buildings, factories, machin-
ery, equiprrx'nt, nraterials, industrial property rights, and
proprietary tc< hnology) but do n()t olenti(ln contributions
by foreign vcnturcs ol- services and training. Moreover,
they allow the parties t() the venture tojointly select a third
parry t() irssess the value of eaclr contributed item (other
lhan the use ()l a sitc, wlrich is still to be valued unilaterally
bv the (ihinese) if the parties do not wish to establish the
value rhrough ncgr)liation. The Regulations further specify
conditions to which contributed rnachinerT, e<.;uipment
and other materials, industrial property rights, and propri-
etary teclrnology rnrrst conforrn, and require approval of
these ('()ntributi()ns by both the departDren( in charge of
the venture (usually the government departnlent in charge
of the (lhinesc parti(ipant) ancl the Ministry of Foreign
Economic Rclations and Trade (MoFERT), or a govern-
nrental entity'entrusted with MoFERT'S approval power
pursuanl l(, c()nditi()Ds also set f()rth in rhe RelSrlations.

If the venlurc is to obtain technology nor through a

capital (()ntribution trut rhrough a teclrnology transfer

44 IIrr Clinr Suainaas Reyie*/Noycmber-Dccembe. 1983



({)ntracr with ()ne (l its investors or a third party, the
lechnolog)- must be appr()priate and advanced, and the
lerlDs ()f the trans[cr nrust (omPly \{'ith lhe requirements
set forth in the ReLnrlati(rrs for such transactions and must
be approved by b()th lhe departrnent in charge and
MoFERT, or its aulh()rized agent. The condili()ns imPosed
on these techD()l(rgy transfer agreements, su(h as no re-
stri('li()ns on pr()(lu(l exp()rts, reasonable fees, no tie_ins,
and permission li)r the (lhinese transferee to c{)Dtilrue to
use rhc rransferred te(hnology after the expiration of the
agreernent (which generallv shall n()t ex(eed l0 lears),
(()rrespond lr) th()se ann(,unced earlier bv the (:hiarese as

being applicable t() transf'ers of technologv generally.
lf the renlrrle art;uire. thc right to use .l sile n(rl as a

( irpital contributi()r of a Chinese participant hut by nreans

of a corrtract to rent tlle land from the local govcrnnrent,
lhe Regulations auth()rize adiustmeirt of the original land-
tuse fce only afler live years, with periodic readjustnrents
lhereafter in intervals of three years or nrore. If. however,
lhe right to use lhe site is c()ntributed as part of the
invcstolent of a Clrinese pat ti(ipant, the Regulations pro-
hibit an! adjustment ol the value of this righl during the
c(,lltra(t Period oI lhc venture.

The Regulatiorrs also resolve some pra(tical problems
rhal have arisen relating t() the registered capital ofjoint
veDlures, prescribing tlrat registered capital shall be the
t()tal investment subst ribed by the parties rather thaD the
anr()unts initially (ontributed, and thal it irritv be re1;islered
il eitlrer Chinese or for-eign currenc,v. When (ash .ontribu-
ti()rrs lrre convertc(l int{) atrolher currencv, the conversion
rarc is ro be the ()fi( inl (ilrinese exchange rate ()n the day
ol the tonrributioo irrld ll()t, as some forriglcrs (h()ught,

the "internal set(lcrncnt aale" used in conncction with
(ilritru s frrreigrr Itlrk lr;tttt:rr li<ttts.

When a parti( ipant seeks 1(, assign any Part (,1 its invest-
n)ent t{) a third party, tllc Regulations irot only require the
conscnl of the ()lher parti(ipants, but :rlso give thenr a

pt cerDl)tive right to Purr'hase the interest ()ll n() less fav()r-
ablc rerms. ln atlditirrrr, lhe,! Prohibit reducti(rr ()f the
vt'ntrtre's registered < apital.

ObStaCleS f6 'l lx' Rcgul.rtions seenr t() I'c(hrc(', if not
a:-- - r'Itttrclt'r'ltttritrate, r,rrt sttlrrt.rrttial,rlt'

Alrra.ctlng \1., l, rirrlr respr(t t,' tlrt pt',,risi,,n ,rl'
tOfergn tlr. l(,rr.igl cxchJlge rcgrrlari,,rrs rhar

Management "rrlr 5{l Pcr( elrl .l tlrc 'lltcr'-tax rr'rrt-" ;u'tr.utr,,11 of a loleigrrct uorkirtg irr
(llrina can be lePalriatcd as u ntatter of right. -l-ht' Rt'gula-
tions sct Iirt'th thc Irrir:ti;IIt II)irI li)reiglr slall arrtl urrrkers
ol a joint lenllu'(' .ln applr to lhe llank ol (lhirra for

l)er'urissi()n t() rcrrtil itll ol thcir after-tax [rrrciglt cxcltange
in( (,rnc ()nae a dcrluctiott is ntadc ftrI their livitlll ('xl)cnses

irr (lhirra. How l{crIcr'(rtlslv llrc nerv Pr()visi(nl will l>t'ilrter'-

lrrcttrl renrains to lrt s<<'tt.

Intt,r'cstinglv, llI( R(gulali()tls are silt'ttt r<garrling tlte
pr irrr il>lc of eqrtal 1>ar lirr cqtral rrork, *hicl: irt clli'ct Iras

Icrlrriretl that (llrirrcst'()llirials in a \elllrrrc l)t Pairl tlte
s:rrrrt'salaties (hnl llt( t((ci\('d l)\ its f()leign lrtanagets of
thc \:lrne p()sitior ot lt'slx,rrsibilitr'. Fort'igltct's ltavt' beerl

llpscl ilt tl)e lar k ol lt'gislatilt' basis ftrr this dcrlrarrtl as s'ell
as lll(' a(lditi(mitl .(,sts it ilnP()ses. Ittdtc<1. tlrt rccent
r\nrcrirarr IUotor's joilrt \'( Irltrre ((rttract IcP()l'lc(ll! illltll()_
ril(s lhe verlttlle l(, l)ily tlt(' il(l(liti()tral salarits reqttired
rrrrtk r tlris pr-irrciyrl( iIrl(, uIr ( s( r()w a('(()trItl lllllil slr('lr lilne
.rs sorrrc [irrnr ol lcgisllrtirln is prornulgatetl. (]hint'sc of]i-
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cials c()nhrm that the Regulatiorts simply leave it to the
board to decide manage rent (ompensation, presumably
according to the nrerit principle that thev endorse f()r
compensati()n generally.

DefininS The Regul:uiorrs reveal a sensitivitl t,r
" . r'rrnllir ts rrf interest. Ihev orohibit thelvtAnAOemen I-:':'*6""-"'"' venlurt"s g.rtctal Ittlnager and depttty

XOrcS generrl nranrg(.r's nr)t onl) fronl h()ld-
ing sinilar p()sts in other econ()nli(
organizali()ns bul also from haling anv

connecti()ns r,\'ith ()rganizations thal a()Dlpete $'ith the ven-
ture. 'I'his rnal rrcan that emplovees of the foreign invest()r
who are givcn nranagement posts in the venture will have to
sever lies with the home ('om[)any. Tlre Regulations, how-
ever, <Ir Pcr,rnit rlirer tors tr, hol<l rlaragenlent poritirrns in
the ventrrre.

Lending
to

Joint

The Regulalions are virtually silent on
the quesli(rr of debt-financing. They
sinrplv refer. in passing, to the l98l
regulati,,rrs for h.rndling loans t.joint

Ventures ventures bv thc Bank of China, and
reaffirnl the atllh()ritv to seek l()ans

fi-onr Iirrt igrr l)anks. Llnf(r't uDately, lroth the problenls ol'
provi<lirrg s(crrlilv for firreign loans an(l ratters c()tl(ern_
ing tlrirrl Partv guaranties arc ncglr(ted.

COntinuins lhr Regulati"rrr lrt.tttirm 1116' 1111e 'rf
-^-'--,-'--;---o ItOILRI i1 1l)1,r.,,\il,q and reKul.rting
Lontrol i,,irrr.crrrrrre, 

:llrcrairi,rrlarerlregcn-

by etal ttilerr't l.t'crrtrttsting tlris rolt'trr
IIIOFERT provincirl ()r ()ther (etrrral agencies

tlnder IV()!!:KI s scrtltinv in cases ()l'

srr)allcl. irtveslltlenls thirl will ll(rt alli'( t tll( state plitD, l)ut

do not irttlicatc the Pre(ise atnrrtttrls of investnrelll thxt
( ()nsl it ulc I Ilc (livi(ling line bctr',ct Ir cclll I alized and (lecen-

,,',;1r",1 ;1111hrr itt.
Tht tl)tttlol l)\ l{()}'ERT aI)(l ils irtllh()ri/ed agents is not

exr lrrsirr'. Iltt' Rcgtrlations n()l ()nl\ Illake lhe dePartll)t'Dt
in (hargc ()l'thc vcnture responsiblc Ii)r guiding' assistiltli

ln(l cx('r'(isiltg stlPclrisi()n orcl it. but also grant ttr tlte
agents lll;tl rt'gistcrs joilrt \'en(tlrc\-thc Provincial ()t'

nlurri( il)irl lcv(l adnrinislrativc brttcau lin industry and

c(,rnrDex'c-llt('snllle P()wet lllal M()tURf and its auth()r-

izetl agctrts cltjo,v t() suPervis(' al)(l illsl)ect implenrenlation
()f the i1)irrl !'crrttlIC c()nlra('l attrl articles ()f asso(iati()n lt
lill bc Iurtinating 1o obscr-rc h()l' tllese overlaplling
IcsPortsil>ilit ies arc eter( iscd

Signlirarrtlv, lhe Regulations altetrlPl t() define the t'olt

rrl--joirrl vcttttrlt's in (lhina's platrncd econonrv- Thc law

,"alk, t,,.,r.r,4. x ('ertain (lcglcc ()l :ttlt()n(nn\' Ii)l .i()int
ventu!.s whil( ilt lhc sanle tillle gtlaliltltccing the !enlurcs'
pr irrril'r at(ess lo cenlrallv l()('illc(l l'('s()llt_ces For exantPle,

"",,,ur.. 
,r,'giv('n the righl t() drr lrttsiness independentlv

u!l(lcr- (:llirril s la$ s and t h<' c,rrtt t'ar t (l( x'uDlcn(s; thev ilre l(l
be gui<lcrl antl strpetviscd. lrtrt not dirccted, br tlre (llrinesc

g()\(rIr)nr('!rt utrthorilies. 'l-hcr arc to derelop their ()$'n

ionstlrrcti,,tt plart. shich is t{r lx'in(ltl(led in the crrnstrut'-

tion lrlatt ol th( drp:rrtnrellt in cll:trge itlld gi\en a Pl i()rit\
clairri rrlxrtt tl,rrrresli< sttpplies itr or'tlt'r'to assure fulfillttrt'rrt
()l lhe plair. Iurtlterrrtole, plattttiltg attd adnrinistrati()ll
dcpxrlllt(^rrts:lre wxrne(l Il()l 1(, issllr (lire(tives 1() ventufes.

brri t,, lcarc llrcrtr ill{,rle tlr work ottl their {)wn Pr(xltl(li()n
iln(l ()lx l'llitll{ l)laIls.



Feasibilit"l Alrh.ugh thel do n.t address the

SrUdfr 
- question of costs, the Regrrlarions do

=--J 
rcaffirrr rhe inrporrance o[ a feasibiliry

COSTS \tu(h'r'epotl as rhe basis lor approring
and r arrying our ajoint venture. They
also nrake clear that bef<rre such a

rep()rt can be prepared ard contract negoliations take
pla(e, a proje(t proposal and preliminary feasibiliry srudy
report prepared by the Ohinese side must be approved by
lxrth the departnrent in charge and MOFERr or its autho-
rized agent. This requirement adds a formality ro the
investnrent process brrl oflers potential invest()rs some
assuraDce that higher auth()rities are favorably disposed to
their pr<rjects befirre rhey incur the expense of a full
feasibility study and neg()tiations.

COSTS Of RAZa llrc Rr.grrlrrtir,rrs prcrr'r'ilrt. rhc rL'rrrrr-

MAteriAlS ri, :r((.n, i(.\ rlrr,,uglr wh( lr ioinr rerr-- --;-' ---- lutr\ l,u\l huv vuri,'u\ t\lx.\ r,l nt:lleri-
AnCl :rls. ,\s l.r' rhe prrrr h:rsr. plir t. urrd rhe
Utilities rtrrrcuc\ .f painrent. rlrt'r lirlkru rhe

Ohincst, Iirreign exchange rcgrrl tions
aP1>litable t().i()iIt \1,nluIes in proriding ) thar six raw
ttraterills use<l <lirt'ctlt irr pr{)duclion ftrr_ t,xy>rrrt-gold,
silvcr, 1>latinurl, ()il, c(,11, xr(l tinrber-shall bc priced
i( ('()r'dirrB t() inlernitti()nal tnarket prices, an<l be pai<l Iirr in
citltcr' lirreigrr (lltt(.n(\ ()t rcnnrinbi (al whost, option is
rrnt lt ar ); ) thrt th(. lrrr'( llilsc prices (,l inlp()t'lcd t,,rnnrod-
ili(,s ()r' th()se lhat \r()ul(l ()ther-r}ise be exportcd br (lhinese
lirrr'igtr tr-atle crrrrrparrit's shall be negotiaterl, takirrg into
((()uttt iI tcrnirl i{ rr)l I l)r-i(es, an<i sh:rll bc 1>aid in {irlcign

cxrlrarrge; and ) tlrat lllc .()sls ol all orlrt'r' nr:rtcrials,
irrrlrrrling coal usc<l firl fircl and oil Iirl n:otrrr Iehicles
rrc<rlc<l [irr manufu('llr'iDg rkrrDcstic g<xrds, and tltc fecs
lirl utilities, trarslx)r'1. arrrl scrvit'es provi<lerl to vt.rrtur-es
slrall bc the sanrc ls llr(,sc ( hilrged t() state enlcrpriscs and

I
t

Worhcrs assenble tebiioi .ompo erns at the Fujia -Hitachi Ty
Set Conpan$ Ltd., a Chb,aJaPan joint lenture.
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paid in renrninbi.
Obviously, one should expect a certain amount of {lex-

ibility in the application of this provision. For example, one
manufat turing-joint venlure. tlre Tianshan Woolen Textile
Conrpany. was recently permitted t() pay for its principal
raw nraterial, wool (an export item), in renminbi rarher
than li)reign exchange as originally required, in order to
help nrake it profitable.

The need Here the nrost noteworthy aspect is the

tO rrheed r4r" right grantrd.to representalires r)[ rhe
-- . -:----:'-- l'enture's tradc rrnion l() allend Ineel-
oprnaons" ings ,rf rhe b.ard of direcrors as non-
of worhers vr)ting rncrnheri to discuss not onl)

matters related t0 labor conditions,
but also general operations and devekrpment plans. The
board is instru(ted "to heed the opinions of the trade
uni(rl and obtain its c(xlperati()n" in connection wirh
labor-related issues. The Regrlations rnake clear rhe ap-
plicahili$ t() j()iDt ventures of the ret;uirement of China's
lrade uni(,rr law that enrployers all()t a sum equal to 2
percent (,l lhe salaries of all staff and workers as union
funds.

DOmeStiC China's reccnt decision to open irs do-

SAIeS mesti( rnarket is reller red in rhe Regu-
latioDs. Th('v "en(()urage" exp(,l t\,

aersus hur pr(lride rlrar producti rhar aie ur.
Exports gentiv neerle<l oi currenrly imported

can be "priuraril;-" s()ld at home. Cen-
eralh, hou'ea<h producl is r() be markered within China
depentls rrpon how it is classifit'd bv rhe planning systern. A
veniure rrornrally will enjoy the option ()f doing its ()wn
clonrestic urarketing only when its product is not covered by
tlre slate plan. ()r when it has already sold the required
quantities to olli< ial marketing organizarions. If, however.
the pr()(hr(t is one that a (llrinese lirreign trade company
needs t() inrlx)rt, it may be sold direcllv to that conrpany f()r
f<rreign exchangc.

Profits The Regrrlatiorts ofler no guidance to

Anai (()ntract neg()liat()rs as to what may
;-:. ( onst it ule a lc.ts( )nable pro6t, hur r hey
Prr-|lng ncverrhelcss 'lrrd lighi on rhe sran'-

POlicy dards and pr<x edure--s frrr setring sales
prices. For donrestic sales, ventures

are ()rdinarilr to rank their prrxltrcrs ac<'ording to qualily,
set their l)riccs a<rording t(, statc-sct prites for tlrat pr()d-
urt qualitl'. ald reaeir'e payrlent ill renorinbi. However,
thev nrrv ask (ihinese pri(e-a()ntrol tlcpartments to nrake
ex(epli()tls arrd pernril sorle prites l() take accounl of the
internatiorral nrarkct. It is unclear whether in such cases
lhe venllll'('(an expccl payn]enl itl Iirrcign currency. Ex-

J)()rt pli(cs rrray be freely deterrnine(l lry the venrure. In all
sittratiorrs, how<'ver, the veDture ntust Iile its prices witlr the
departm<'nt in charge as well as with the price-contr()l
agenc\.

FOreign SiItrr s'rtttt r.ttttttr'.. in altrtrdattre
r---r]l---- uiththeir lr'.rrrlrilrtr rurdr reportr.rrrtlLXCnaTnge:--''-:"b' (orrtr.l(t\.lrrcIr,rrr.rllrut'dtorelltlrr'ir
\egUlA' plodtrr.rr Irlirrr.rliIv irr (.lrina, thr.r nrrrv

honS rr('l l)r irl)l( tr' rr.lintirir *uffi(ient l,t'.
eign excharrgc (arnings to balan(c

thcir Ior('igl cx<'ltartge nee<ls, as is gereralll' required. In
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such cases how will the imbalance be cured so tlrat foreign
exchange expenses can be rrret and pr()fils renritted
abroad? The ReBulations corne up with an innovative, if
vagte, answer. Thc provincial or municipal level govern-
menl auth()rit,v, or "responsible departnrent under the
State (louncil," shall make up the defi(it from irs own
foreign exchangt' rcscrves. If the probleln cannot be re-
solved irr this nranner, after approval bv MOFERT and lhe
Stare I'lanning (;()nrnrissi()n, the imbalance shall be in-
cluded in the state l)lar.'fhe Regllations do not indicate whethe!.ioirrt venrure
frrreign exchange earnings, ifcorrverted into renminbi, will
be.(rrverled at thc official cxchange rate ()r ar the higher
"internal settlenrcnt rate" given l() Chinese enterprises l()
enc()ur ge exp()rls. nor whether f<rreigrr ex(hange pr(F
lided t{) a joint venture under rhe above provision will be
sold irt tlre published rate or the internal rare. Chinese
ollicials have stated, h()wever, that joint ventures will be
trealed .just as d()nrcslic enlerprises are in this respccr.
Foreign exchange sold to ol pur(hased [r()nl rhe Bank ()l'
China will be prit ed at the iDternal rate.

PfOteCtiOn Althouglr the Regulari(rrs c()nllin se\:

Of IndUS_ r.r:rl prorisi,,rrr rhar pr,,r(.( I the irrrrr-
-J.-':--- e\ts ('l (:llln(\e re<'iPietrts (,f f,,r'r.igrr
trial PrOp- rc( trr(,1,,H) rr..rr\ter.\, rl)c) do lirrt(. r(,

erty Rights enhJn,', th. prurer ri('n r;[ ( r,rnpllric\
tlr:rl lr.lr\lr'r the terlrrrr'lr,gr. Tlr.rt rr

left Io thc {irrtlx orr:irrg patent and lechnolrgl t lansfer lau s

and, pt'rrding thcir ( lactnlent, to individrral c()ntracts.

ReASOnS Srrrprisinglv, the Regularions do rror

fOf Pr',,r'idc dctrrilccl grridclrrrrr lrll tlre rlrr-

";' , r.rrio .,1 (lillerenr rrPcr r'I r.ellrtrIr.r.
f.Af lY - - srrrlr us l.rrrisnr, lighr rrrrlrrsrn.. .rrrrl
TerminatiOn heavy irrdrrsrry. Insre:ul, lhey sraie lhat

ordinarv ltlojccts uill usually harc a

ler-nr ol-li-onr I 0 l() :10 \ears, blrt tl)at pr()ic( rs that inrrrlve
largc irtr'cstntettts. ler:gth\' (()nstru.tion pr'riods. and Irrr
pr'ofit ratcs rtra! huvc a lortgcr tt'r'nr.

'l he Rcg'ul:ltiofls t.lllboratc ulx)n the l,aw's ( l]ptic relcr-
encc l() lh()se (ir-(un)slan(es lllat.justify callv tcrminaliorr
ol a lt'rrlure. 'l'hcr lt-ileralt, thlt heavr losses. breach ol'
contrrt't, and lirrt r. rrujeure r an trigger dissolution, brrt irr
ea(h (ase add that sttch cir< rrrrstarrces rnttsl result itt an
irral>ilitl to c()nlinlr(' ()pcrrli()ns. 1'hey also introducc a
broarl rrc,rv sl irr) (lnxl-" laihr'(, of the joirrt ventlrre t()
achicvt,its busirrr.ss objectircs. (oupled wirh no possibilirv
lirr lirtur c devclrpnl( nt 

-and 
add that the prrties in their'

(()ntt'acl rlay slil)ullle othcr reasons Iirr prenralrrre
tlissoltrt ion.

ReCOSniZinS lltt' R,'gtrl.rtr,'rn rl,' rrot irrrlir.rti.
,,COi"nO " wlrrtlrer. rrr pl.r, i.rrg.r !.rllr. ,'u llr( li,r-

l.lgrr rrrt( \l"l \ lnlr'r'(\l |ll ,r \. rlllrr'
Lontern tt;xrr its t.r rrrirrati.r, tlrt,rc *ill lrr.

ValUe" \,,rr{. r(., ',Hnri,,n .l ir. E,,irrB ,,,rr.
.('r-n virllr('. fher rkr arrthorizt' rhe

boar<1. rrrrdcr thc \lrlx'r\ision ()l tltc depat'tltcnt in cltalgc,
t() r,\r)r'k ()rrl prrrr t'rlrrrcs anrl plinciplcs firl lirluirlation, irrrrl
t() noI|lirt:lte a li(llli(lirli()n (()nlr)iltee.'llrc torrnrittcc is
obligrrtcrl, arnr,rrg ()thcr tlling\. t() I)r()p()se u basis i)r'llrc
valrratiorr of pr',rgx.rtr'. lhus I)r'csurrablr lcar ilrg the issrrc ol
irrlrrrgilrlc vairrt'()lx n until rhirt tinlc. Irrr i<lt.rrtallr', in sonrr.
circurrrstan( es ll( r orrrttlltts atttl lawvers r'cgistt rcd in ( lhina
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mav lx' iDvited l() s('!-\c ()n thc ( otnntittee

AfbitfAtiOn 
-I'he Regmlations make an important

And r.l(lili(,n t,) lhe [.aw hv providing that

=':- 
(lrsDute\ rrr:r\ be settled rn the ('()urts,

Dispute rr,,t' solclr h\ rrbitr:rti.rn, if frierrdly
ReSOlUtiOn u,rrsultati.rr or mediation (ann()l re-

s(rve them. If there is no written ar-
bittalion;rgreenrent belween lhe parties, any party may 6le
a strit in the Chincsr courts. wht h. since enactnrent of the
trial (:i!il I'.()cedurc [,aii in l{)tj2, are open to loreigners.
The Rcgulations d() n()t appcar to conlenrplate suit in
lirreign cour-ts. 'l'hey do, hrrwever, clarify the Law by
affirnrirrg thal arbitration nra!'take plate outside China
with tlre parties'<onsent. either in a third count11 or in tht'
foreign invest()r's.olrnuJ, il ir is the defendant.

Immunin N, ttrettti,rt is rr.adr.l s,'rcreigtr irn'

And 
- rrrrrritv. .rrrrl plr,hahlr rrorre nee<l bc

;'- hc, du\e llrc c\i\teD(( rrf explr< rr
ItOAefnrng rrrr.rrns .f rr.s.lring rlisllrres slrorrLl
Laul t'linrinatc aly f'ear that illrir,..e.,rrn-

nrelcial entilies will invoke thar dor'-
trinc irt an cflirrl to crade resporrsibilin.

'lht' Regtrlations rrrake a nr:rjor' <h:rnge, however. with
resl)e( t t(, governirrg law. No lorrget will the foreign antl
Ohinesr. parties bc:rble to corrrpromise. upon what is a
sensil i't c p()int t() ca( h, br agrrcing to rnake rro referen< e lo
gotcrrring larl' irr lhe.i()inl vr.nlut-e conuact. Article Ia)

exprt,ssll 1>rovi<lcs thitt thc ft)tnlati(in, legal cflect, inter'-
ptetali{)tl. nnd irnl)lcn rcIl tat i( 111 lyl-1161 rcs()lulion of dis-
putes un(lcr a.jrrint vcnturc corrtra, t will all be govertred
ll (,1:iutsc lax. Ilris prorisiorr will rvrrrrr nranv foreil{n
irtvcstors anrl put (lhinese larr'ruakt'rs un(lct' ('r'en greater
pressur'( t() cornPlctr the tivil rrxlc. the [ifeiglt ec()D()titi('
c()nlrnat regulali()ns. lhe palcrrl law. antl othcr necessary
laus tltat have lrng bctn in thc works.

ThfeAt Of 'llrcrr sa' .r tirrrl slrert sorrr Chr)( \{'
. J. ollri i.rls crrrr rcrl tlr.r tlr( Rcr'rrl:rtion\

LXDTOOT,A--."r' -r"- uorrkl ollr.r l,,rri6rr irrvc't,,rs nr,,rc
l,on of s1x'rihr kg,rl l,r,,te('ti,,n .rgrin\t tl)is
Confiscation rlr,.rr llrirrr rlr.rr ,i,un(l rr lhc g(ner'.rl

larrgtragr ,,l-crtlrcr. th(' lllxf Clttrrr'.c
(lrrrrtitrrtiolr ()r lh(. Llrl. \tt tlrt. lawnrakers ilppalenll!
dtrirk.rl to lc,avc llrc nrattel' l() thc bilalr.ral investrlell
l)r'()t(.(lion agi(.(rtlenls thirt (:hiril \as sigrre<l or is now
rleg()liillirg llith Iirrt'igrt g()\'('r'nrDCrlls. [ir tlrc extenl that
lhcv a!(' unl)r'()1( ( tt,rl lrt' such xl{r'(tr)rents or Itrr'ther legis-
lation, lirreignt'r's r{ill hrve r() LroI. to tht'il investrnt-nt
(()rtlri(ls urrd trr lxrlitiral risk insrrrarlce f()r pr{rtectiott.

TAXeS I hc Regulations state lh l, ()n diss()lu-

dnd tiorr r,[tlrc.rt rrtrrlc. tlrc lorri8lt partir i.

:'' . |lrrtrt slrull l,.rl ilr( r,rr' rirx (,u llr('
LUSIOWS irrrounl. il .rrt. l)\ r,lri( h its pro r:rt.r

Duties t.tttt'tt r,l tlt. r( I rss( ts r,r rcm:rinilrll
l)r'()l)cr-t\' ('\c(.e(ls its irrvt.stnrent. Thc

Ia\ is t(l lx'qraid rrhcl] lhe fun(ls rIc IepatIiirte(l.
()tlrtr signifi<:rrt lrror'isiorrs c()n('crn thr irrrlustrial an<i

conrrntrtilrl crrnsolirlatrcl tax ilrr(l cusl()lrls duties. 'fhe
Regtrlatiorrs tonliur r\cnlpti()ns Ironr both Iirr tlesigrtate<i

.joint rtrrtrrrc inrlxrrts. arrd excrrl)t r osl exp()r'ts fronr the
<'r rrrsolirla t ctl tax whilc renlxilling siletlt ilhoul cusl()rrs
(reaillr('llt. 'Ihcy elso hol<l otrt tlrt possibility tlrat a ventrrrc



Profit
Distribu-
tion

will errjoy an exenrption fronr ol reduction ()f lhe consoli-
dattd tax on dornt'slic sales, if difliculties arise during its
initial 1>erird ol- prrxluction.

-lhe Regul:rtions clarif,v seleral points
regarding prohts. Tlre resene fund
(rne of threc funds dedutted fronr the
after-lax gr()ss pro6t to arrive at net,
rhar is, dislributable. pro6t) mav be
uscd not only to nrake up losses but

irlso. al-rcr appropriate adminislrative approval, to add to
the available capital lirr cxpiurding the venlure's produc-
ti()n. N() profits are rrr be distributed unless previous years'
losscs have been rnade up. M<treover, there is no legal
requircorent that tlre board distribute prohts annually: tlre
nrattc!. lics within its <liscretion.

I r r't lr.rrt r.l(d. llr( Rt qtrlatt,,tr. rLr rr,'t arlrlrtsr
/l,rll,tu' ilu(\li.'n.,r,rlr,,ntirE li'rriIIr ir!(\t,'r\

/1 f,,' (l,, tlr( \ { lc,rr rrp.rll ,,1 ther;rrcsti.rrsth;rt tlrr
,l- )-r1,, .rrLlr.ss l','r' cxl,r,';,1, . rh.r rc.l t,, irlrr( rrl:rri'
lh(' irrl)licit (lisliIl(li()r lhill lhc l,aw Drtk('s betwecrr att
''lrgr'((rn('nt" un(l il (()ntr-a(l l-her tcll tls lhat tlte fi)I-
rrrt,r lctolrls ctltailt inrpottant p,rints atttl prirrtilrlts'
gort,r'rring the cstal)lisllrDent ol tlrt joint rctttut't', wltilc tht
latlcr rtrords llr.'l)altics r'igltts and ()bligalir)ns. But whul
Iirrrctiort <l(,es ilr "irgrecrtretll" strve? Is it ttttrelv atr ilr_

tcrirr lcg(,liatirg rLx'ttIuenl,.r tan il strllrrc t() iniliatc:l
projrcti ls it irirr<lirtg ttpon sigttatrtre, r,rithotrt ltigher gor-
crrrrrrcrrtal ap1>ror:rl? Is it to lx- iryrprovcd lrtlirre rhe <on-
rr:r,r:rrrrl :rrtirk,s,,l .rssrr'i.rti,,tr..l\l)t'urli(r'\lr,{Hrsl:.."r.ll

the sirn)c time as the ()ther d()(r.llDents, as ()ne might infer
fronr the Regulations?

Plainly the Regulati()ns raise rnany new questions of
interpretation. Only one more will be mentioned here. Will
the Regrrlations be.tpplied in all re:pectr lo existinB ren-
tures or. in ()rder t() avoid the unfairness of retroactive
application of certai!) provisi()ns, will such provisions only
be applied ro future ventures? l.'or example, will foreign
inrestors who resistecl irtclusion ofa Chinese governing Iaw
clatrsc when neg()tiating their c()ntracts n()$ be told that
such a prolision has been imposed upon the l? In analo-
g(nls cir('urnstan( es, in order t() avoid crealing s() unattra('-
tive r precedenl, thc Ministry ol Finance lras generally
been carcful to make ils tax prourulgations prospecti!e in
applitation, and perh:rps a similar interpretation will be
given to the Regul:rt ions.

Irr arry event, although questions inevitably exisr, the
Regulations provide much useful guidance and represent
yel an()ther nrajor step forwirrd in China's long nlar(h
to (reate ir legal cll\'ir()nmeDt a(tractive t() f()reign bus-
incss. t

.letone..llan (hhrn i!apdrln., inlheinlentalio al latu linn
of l\tul, lleits, RtJknnl, ll'harton '9 Oarritort. I]e (omrn le.\ k)

Ohint lnn n"ew llnh und Hong Xong at lh( l(gal adri.\or lo
Anrruun untl _lirrcig (ofi!ani?:. lle aln leathe.r lart-tirn? al
Han'anl l.au School.

Jont Il Hor.sltt t\ an oslo(iolr unth Paul, lleist, RiJkintl,
ll harlut il Oanr:ot, and ha: becn rctiding m Reijing lor the
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Sagenstrasse 4l
6318 Walchwil / Zug (Switzerland)
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DO YOU WANT TO ESTABLISH AND/
OR INCREASE YOUR BUSINESS IN
PEOPLE S REPUBLIC OF CHINA??

WE CAN HELP YOU TO SUCCEED!!

SELL YOUR PRODUCTS TO
SELL YOUR SERVICES TO
LICENSE TECHNOLOGY TO
DEVELOPMENT OF J/V IN
PURCHASE PRODUCT FROM

CHINA
CHINA
CHINA
CHiNA
CHINA
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CHINA'S IMPORTS THROUCH OCTOBTR 20

Producl/Value/
Dete Reporled

At,icullu?.1 Commodilie!
1.5 million meln. lons ol whe.l.
i2.]7,455,000 (Aust270 million), lale 1963
ea.ly 19a4- 7/25/A3.

62,800 day'old chicks. 3531,000 (DM
1,418,900).8/1/81.

195 m,lk cows. 6/1/81

210 ho8s. 8/1/83.

1,628 rabbils.8/1/81.

tohmann Tierru(hl
CmbH. (W. Ce.manyY
China NaiionalAnimal
Breeding Slock lmp. &
txp. Corp. (CNA35rt( )

(w. Cermany)/cNA$'irr(

(HunBary)/cNABsrr(

(US) and (w. Ge.many)/

(Switze.land), (rran.e),
and (lapan)/(N^3\r (

Minnesora Whear Re-
search and Promolion
coun(il(US)

loe Bu(&ner luK)

210 rons of prsrur., seeds. 8/l/81

Srare of ldaho (US)

NA (Macao)/Aq'rari(
BreedinS Co. of Nafu
Commune, Cuangdone

(us)

CSR tld. (Auitrali.)/
ctR()lts

Agricultu,.l Technoloty

Sand Lileslo(k Synems
(us)

Donation of 38,000 lb!i. of bread flour
8/20/83.

SiSned l0-yea. (onlra(l to sell du(ks.
8/30/83.

NeSolialing rnle of lo8s. t125 million.
e/13/8t.

Cooperalive aquali( breedin8 farm in
laish.n Couniy, Cuan8donS. Ma..o invesl-
menl: i128,000 (HKtr million). 9/19l83.

120,000 melri. lons of wheal for deliverv in
1981-8a, bringinS 1981 lolal Srain pur-
ch.ses ro 1.5 million tons- 1ols/El.

Si8ned lont te.m contra(t for the !upply ol
raw su8a,. 10/11l8:].

SiSned s'year conlracl lo oper.t€ swin€'
confinemenl unilr. 783.

NOT[S: Co.h.rt da.6'n.red '. lor.tn (ur.n.'€e ... .onv.rred '.to U5 doll.6 .r
rhe morr rdenr monrhly .ver.a€ ..r. quored rn /rle.,. t0nzl t n.d.l.l 5t.ntt6
(lMr. Conlr.(ls (onluded ove.lm mo.lh. .to .re.ltu '.(lud.d 

( they Er€ not
..poncd m lh.l.rl 

'!ru. 
oi lhe CAP

The Chin Buline$ Revier/November-December l96l a9

fq-Yb
(]IIINA I}IISINI.,SS

lennifer Lillle
llt \t'trh .l\\t \lr t

-Ihc folhwing ttrblcs c(,ntain re( enr press rep()rrs of business contracts and negotiarions exclusive of rhose listcd in previous issues

Joinr yenrures. li(ensing arrangenrrnts. and other fornrs of business arraDsements are included if classified as such in Chinese and
foreign nrcdia reports. For the nrost p:rrl. th€ a((ura(r'ol these reports is not independently confirned.6y Tht CRll.

National (irunt il rnenlbcrs (an .onta(l thc libran i() obtain a copv of news sorrrces and other alailable background informarion
(oncerning tbe husinr:ss arrangenrcnts appearinS belorr. M()reoler. nrenlbcr 6rms 1rhose salcs and olher business arrangem€nrs irirh
(ihina do not norrnallv apgar ir press rep()rts nrar have them published in 711 (i8lt by sending the information ro rhe a(ention of
Jennifer I-ittlc.

Uniled Nalions Develop- SiSned agr€emenl lo conlinue coop€raiion
on lhe developmenl of lhe China Agricul-
ru.al Remote SensinS TraininS and Applica-
lion Center. 9/12183.

Chcrnicels
(Kenya)

(Swirzerl.nd), (F.rnce),
and llap.n)/cN^35tIC

(8r.zil)

(SaudiArebia)

10,000lons o, soda ash. 728183.

128 rons ol lodder .ddilives. 8/1/83

showa Denlo Uapan)/

s5,000 lons of urea. 390/ton toh.8/15/83.

s0,000 tons ol ba88ed u.ea. 1130/lon iob.
8/1s/83.

a,000 lons o, polyeihylene per monlh for 6
monrhs.9/20l83.

Chemic.l .nd Pelro(hemi(.1 Pl.nts .nd Iquipment
AlbriShl and Wilson (UK) NeSoli.ling.onlra(i lo expand a detergenl

planr in Tianiin. 6/2783.

Te(nimont, subsidiary oi Negoli.linB sale ol te(hnology. 7/11/83.

Mirsui Toarsu Chemicals Has enle.ed inlo an aS.eemenl lo assist in
.hemical planr rechnology lo. Tianiin, ini-
tially ro involve chloralkali and polrrinyl
chlffid€.8/2/83.

Si8ned lexer of inlenl Io build:n oil relin'
ery in Shenzhen. tso0 million- 8/7/83.

(Philippines)/Shenzhen
Muni(ipal Petrochemicrl
lndustry Corp.

ArahiChemical lnduslry
Co. {,apan/China N.'
lional Chemical Con'

Ieiiin tld. and Nissho
lw.iCorp. (lapan)/

USS tnfineers & Consul'
lanls lnc., subsidiary ol
US Sle€l/ShanShai Cao
Qiao Pel.ochemical
Cotp.

willconve( a Laf,zhou caustic soda plant
ro rhe bipolar membrane pro€ess. $2 mil-
tion.8/.17/81.

Conlrad lor a polyener filament plant. $21
miIion.8/29l8].

Used equipmeni. entineering sedicer, and
limited licens€ lo make and s€llABS. l5 mil-
lion.10/18/83.

Con.truclion .nd Con.t.uction M.Ieri.ls
Yamahiro Uapanychina Are dis(ussinS supply of a dry-wall screw
Narional New Eoildin8 plant. 7/83.

Simplet Housint lnrerna Conlr..l lo build 6-slory ofice building.
rional(US),Ihysrn 8/8/83.
Rheansi.hlTechni!
CmbH. (w. Cermany),
and Haibin lnl€rnalional
Co., trd. (HK)/srrco and
lan8,ian8 Holel Croup



Veneer P.oducis trd. end
Sangapore Soulhseas
Commodiiies Privare Lrd.
(sinBapore)

Shin Nippon
AircondilioninS In8inee.'
inB Co. (,apan)

(Denmark)/HeilonSiianB

Signed a8reemeni lo develop .nd oper.te a
warehouse (omple,( in Shenzhen. 8/2al81.

At condilioninS ryslem for lhe Lido Holel
locared in 8eijin8. 8/29183.

Philip Morris ln.- (U5)/
CuanSzhou CiSarelre

Philip Morir tnaineering
Sedice (US)

Conrrad {or 50 (it.relte-malinS ma.hine5
ro upd.re ,a(io.ies in ShanShai and lwo
orher provin.es. r0l10/81.

Eectronics

Ai tle.lronics Corp.
(lapan)

lnlernalional S(ienli{ic
Uapan)/China Avialion
Equipmenl Corp. (5lrco)

Toyo Sarh Co. (lapan)

Monie, tld. {Auslrrlia)

l8M lapan tld./

ranu( Ltd. (lapan)/

si8ned a8reemenl for ioinl manuiaclo.e oi
heal insulalion pipes. 8/11/81.

Aluminum \ash lor:1) Carden Holel,
cuantzhou. 11.5 million (Y400 million);2)
Bank of China buildinB, Eeiiing. 11.23 mil-
lion (Y100 million)- 9/20/81.

Contra(t ior supply and inrtallation oI a
preslressed con(.ele pipe-m.kin8 pl.nl in
nonheasl Chin.. 10/14183.

Contumea 6oods

turodomesrici (haly)/Bei

iing Ref.iSeralor raclo.y

Kam IaiCo. (Hx)/
Sh.ntou

Iolai 8an[ (lapan)/
Shin8hai lnvestmenr and
Irurl Co.p.

rulur€ Computers (UK)

Appl€ Compurer (US)

,oinl fle.ironic Teller
Services Co. (HK)/8ank of
China

Cable & wi,eless System5
Lrd. (HK)

HilachiUapan)

Swir€ tnSinee.inS Lld.
1l-lK)/MindonB Develop
ment Corp. of New Tech
nology, ruiian

Seiscom Deha ln.. (Us)/
Minislry ol Peiroleum

SiSned .tremenl to provide refriSe,alo.
know'how .nd produ.lion melhods.
7/31/83.

will io;nlly operale a lurnirure rnd de.o.a-
rion lirm.8/23181.

Will (onducl . ioinr leasjbilily sludy.
'to/1o/83.

20 16-bir mic.ocompuiers. 1148,000 (Y85

million).6/83.

Si8ned aSreemenl lor !upply oi equipmenr
and know-hon lor conslrucrion oi personal
.ompul€.s and semi(onduclor i.ctories.
t41 million (Y10 billion).781.

8.nt will supply computer lnow-how and
willcooperale an a.ranSin8 rrade de.l5 be-
rween lapan and china.726181.

Microcompule.s. ,l million (12 million).
7/28/83.

500-600 mi(ro.ompurers. 8/83.

100 NCR 1780 automaled l€ller machin€s
and rwo NCR V-8555 Model llcompul€rs.
$5 million. s/83.

13 tmerson uninteruplible power rupply
unils.8/83.

Seven mainfr.me compurers. t5 million.
8/83.

ASreement lo assemble mi.ro(omP'rlers.
8/1/83.

Two Beophysicalvirlual im.te ploller sys-
tems and rwo 3d Beneralion MeSaseis mul-
liproSramminS syslems wilh sottware-
8/1183.

11 43o0-series mainirame compulers. i1.2
million.8/26181.

Have esiablished a diailal conlrol devi(e
lervice (enler, Eeijin8 DiBit.l Conl.ol
tquipmenl Plani. 8/29l83.

An imr8e-pro.essinS system ,or a lexlile
lactoty. tr2oo.ooo. 7 / 27/ A3.

150 Viclor 16-bii micro.ompulers. 13.5 mil-
lion.9/1/83.

Cooperating on sofiware development.
e/10/83.

NeSolialinS rale of 20,000 1.,€r 200 color
hom€ (ompurers. 9/11l81.

Audio'video equiphenl. 9/26181.

Aydin Compuler Syslems
(us)

Swire Syslems

NA (US)/liarong

video TechnoloSy tld
(HK)

sony Co.p. 0apan)

50

(UK) 6s0 lons of n'(lcl allo] 8/29l81

Ihc Chiu Srsine$ Revie*Aoyember-Decemb.. 19t3

Dalaprep (HK) 50 CE 2030 prinreri. $60,000. 10/83.

An S16 small-scale produ.tion line lhal just
beSan irials. 10/83.

20 (omputer synems for lechnical inslilutes
t653,ooo. 1ol83.

A8reemenl lo a.semble home computers in
CuanSzhou. 10/83.

tood P.o(arsin8

Producer Manula(lures

NA (Denmarl)Aingria
No. 3 Sugar Refinery

Moioni€r Co. (US) .nd
seilz, tnz'mlur, and Noll
{w. Cermany)/shanShai
tood lnduslry Co.p. and
shan8hri Soda waler

fronz B.ss Co. (ausiria)
and Tebopharn Co.
(Nelherlandr)/Shanthai
tood lndusrry Corp. and
laik.nS rood Producls

Heb€n(lre't Co., Collich
Co., Loelch Co. (w. Cer
many)/Shanghai rood ln-
duslry Co.p. and ShanS-
hai No. 1 Yimin rood

Bos(h Co. (W. Ce.many)
and Carle'Monlon.ir Co.
(llrly)/Shan8hai rood ln
duslry Corp. and Shant
hai No. 6 Yimin tood

(o€nm.rl)/HeilonBjianB

A 2,000'lon capacity.old sloraSe €omplex
to be located at Huan8pu. 75/83.

Conlract for dairy p.oduciion assislance.
7/18/83.

toan, rechnoloSy, and equipment for a

su8arbeet pro(essin8 plant. 8/8/83.

Produclion and boltlinS equipmenl.
8122/83.

far t.sl Compulers
(sin8.po.e)

Sinclair Rese...h (UK)/
South Chin. Computer
Co. and Chin. Fleclron-
ica lmpon and txport
Corp.

Vitasoy td8ell (HK) and
Peterville Co. (Australia)/
arR(rl s, Cuangdong

Orion Machinery Co. (1.
p.n)/China Narional
Aero'Te(hnohgy lmporl
and txporl Corp.

M.chinery
Shoda lron works and
Iomei rradinS Uapan)/
HeilonSiiang lnrerna
iional Technology Co'

Housren Syslems Manu'
Iacrurin8 Co. {US)/China
Nalional Machinery
Corp.

roshiba Corp. 0apan/

Wat{le produ.lion and pa.la8in8 equip-
ment.8/22/83.

Candy produdion line- 8/22l83

Si8ned .Sreemenls lo Provide dairy producr
and bee. p.ocessinS technology. 8/31/81.

Ve8elable pro.essing lechnology. 9/11/83.

Dairy machine partr and assembly know-
how. $226,000 (Y55,200,O00). 9 /20 /83.

Wood processint ma.hinery for a furnilure
factory in Qiqiha.. $1.23 million (Y300 mil-
lion).7/83.

SiSned conlracl for r3 podable steam 8en-
erarors for enhan.ed oil recovery projects.
ts.5 million.8/83.

Rereived plant order for manuiaclurinS
laundry equipmenl lo be lo.aled in Beiiing.
t1.0a million (Y250 million)- 8/s/83.

Melall .nd Minei.li
Fluor Corp. (US)/China
NalionalCoal Develop-

Nippon Lighr Mel.l Co.
Lrd. (,apan)/Cuizhou Alu

Co.rracl for basi. enBine€.in8 ol lhe
Huolinhe co.l mine in Nei Mon88ol.
8/22/81.

10,000 meiri. lons of alurr,ina.S/26183

Chocolate waier producrion and pa(ka8inS
equipmenr. s/22l81.



Ramsey tngineerinB Co
(us)

Nippon Sleel Corp. (la

Erirish Sreel Corp

Minint tquipmenl
Komalsu ttd. Uapany
Chi.a N.lionalCo.l
Developmenl Corp.

Ander50n Sl.alh(lyde
{UK)

Four coal samplinS slstems and two.oal
l.borarories {or rhe po.ts ol Shijiusuo and
Q'nhuansdao. tl.2 million. Summer/83.

Sitned contract lo provide mana8erial and
rechnical lrainin8 lor lhe Saoshan lron and
Sreel compler. 9/15/83.

DiscussinS sale of two used steel worls.
$2s-6 million (117 million). 9/29183.

Pelrolcum

AMr Ceo Spa.e (US/
Ch'na NalionalOiland
Cas txploririon.nd
Developmenl Corp.

Ofishore,oinl Sedices
Co. (sinsaporeYChina
N.nshan Development
Co.

Ofisho.e Joinr SeNices
Co. (Sin8apo.e)/(N(ns(,
tquipmeni Mainlenan(e
Co.

Oeprey tleclroni(s (UK)/
Chines€ ShipbuildinS
TradinB Co.

tnergy P.oje.ts (St Asi:)
Lld. and Pelroleum New
st Asia Lrd./cNotsc

Yau tuen Shipyard (HX)/
Nanhai west Oil Co.

Nrppon Sleel Corp. (1.-
pan)/Ch'na o.ea^ tn8i.

Milsubishi Hea!"y lndus-
lnes Lid. and Chen8bei
Oil Dev€lopmenr Corp-
Uapan)/China Eohaioil
Co. and China Ofishore
Platlorm EngineerinS
Co,p.

rlso Pelroleum China
tld. (us)

tNl (llaly)

An unde*aler Tv synem lo be inslalled on
a remisubmersible. tzs,0o0 {150,000).
8/4/83.

Contract for oil induslry,amiliarizaiion and
rraininS for cNolsc personnel. 8/5/83.

Netonatint srle oi op€ncut coal minint
equipnent. 7/2s/81.

Si8ned (onlracl to produce coal shearers in
china.9/20/83.

Ceophysi(rl .abls, connectors, and iesr
eq'ripmenr. 71181.

Wtll rale a l0q6 rnrerest in operatrn8 the
Chrwan supply bar€. 8/81.

Contract ior repan and maintenance of ofi
shore riBs and suppo.t vessels. 8/81.

Contra.l io repair lhe Nanhai 1 ri8.
8/26/83.

SiSned conrracr to lifr in oil ,ror.ge jacler
on rhe bed or lhe Eohai Sea.9/15/83.

SiSned conrracr ro build live otfshore plat-
tolms.e/23/83.

Si8ned p.oro.ol to coop€r.le in Chinee
medi.inal herb .pplicalions, a.upun.rure,
lrealmenl o{ c.ncer, and invesligaiion of
r.opi.al dis€ases. 8/19/61.

NeSolialing lhe l.ansfer ol hepatilis B vac,
.ine rechnology. 8/2al81.

SiBned (ontra.t lor rhe rechnoloty us'nt
(ephalosporin C lo produ(e v.(crn€ slrarnt
and .ephalosporin C . in.ate- 9/12/83-

SiSned agreemenr lo bujld .n oilrerminai
,nd pier in Shenzhen. tl million. 9/10/81.

ls discussinE collaborarion in res€arch for
developmenr ol new ofishore oil lields and
assisl.nce and modernization oi land,based
oilfields. 10/11l83.

Ph.rmiceuticrlg
(Erazil)/Ministry oi Publi(
He.hh

Sanofi (rran.e)/Minislry

Lark Co. (lialy)/Stale
Pharma(eulical Adminis-
tration and TrcHrMP()*l

Pods

lndusrrial Bank of Japan/
Shansh.iTrusi and ln

Si8ned contra(l lo build . dock at Mawan,
Shen2hen.724lEl.

Will build a fenilazer rerminalrn Shekou.
8/'t6/83.

SiSned memorandum ol understanding to
provide le.hnologi(.1 cooperation for the
(onslru.lion ol a oew ShanShri pon.
9/ t3/8)_
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Order for a iexturized polyesler yarn plant
including 120 waler jet looms. t6 million
lYr 5 billion).8/2/83.

5l

S.icnlific lostiumenls
Amerel P.e.ision lnn.u-
menrs (Us)/Shangh.i op-

API will market rhe ShanShai.omp.ny's
produ.ls in lhe US .nd provide en8ineerins
ass'sr:n.e. z/81.

Malerials teslinS equipmeot. $337,500
tt22s,oo0). 7/7/83.

An eleclron spe.iromeler. $130,000
tL22O,O0O).7/7/83.

SiSned letter of intent to form a company
near Beiiin8 lo male equipm€nt for us€ in
oil and 8as exploriiion. 726181.

A nuclear magneric .e5onator for polyp.o,
pylene research. 8/15l81.

Seis(om Deha ln.. (US)

Shipping

Am.ri!ra Shipping Corp
(tiberia)

Iwo DiSilalMK lllC llyinS-spot telecines
9/83-

A 7,695'ton ferry. t3.9 mnlon.7/s183

A Iishery resear.h vessel Ior 1984 delivery
8/23/83.

Si8.ed agre€me.l to form a company to
handle pass€nger and lreiShr sh'pphg b€-
rween Shanrou and HonAKonz. Al29lAl.

si8ned ocean shippinS.oop€ration ag.ee-
menl in which Chini will be provided wirh
f.ilish admirahy lharls and other publica-
tion .9/2a/83.

Two offshore supply ves!€ls {o, the BP.on,
erlium. 17.5 million (HKt61 million).
10/12/83.

a30 unils of mobile.adio equipmenl, and
perhaps l,000 more. $1.1million (Aust1-5
nittion). 7/23/83.

,ap.nese lnlernaliooal
Coop€ralion Corp./China
Srare Scienriii( and Tech
nological Commission

Rank Cintel(US)/
rNsrRrMPEx and China
Cenl.alTv Slaiion

^mano 
corp. U.p.n)

Iektronix Co. {USyOrL
enlal Scienlifi. lnslru-
menls lmpon and Erporl
Corp.

rime recorders. 9/1/83.

Have eslablished lhe Seiiin8 Tetrronix
Iechnical Service Center. 9/5/81.

Elue Star (UK)

Brown 8ove.i Co. (Swit-
zerland)/shanBhai
Shipyard

Skipskonsulent A/S and
rlekke{iord Shipyard

NA lThailand)/Shanlou
Spe(ial t.onomi. zone

Eritish Royal Na!y, Hy-
dro8raphic Dept./Shan8-
haiO(ean ShippinB Co.

Thre€ lar8e Creel llag ranhers for
rhipb.eaLinq. 7/7/8).

Two BririshJlaB...8orhipr. 8/!0/83.

tslablished a rurbosupercharge. service sla-
rion. 8/1sl83.

Sl.r Offshore Se.vi(es
{HX)

Icrtiles
Pierre Ca.din (r.an(e)

T.,al installalion ol .oncen'lato,s. a/22/a3.

Texlile tquipmenl
MilsubishiCorp. and
Nissan Moto, Co. (,a'
pan)/Yi(han8 Cily, Hubei

10,000 telephone exchanges, a number ol
1,000-(r.uit long di5tance ex(h.n8es, 199
l2-.hannel pulse (ode modulation rrans,
miss'on syslems, and 3,500 push-button
telephones.9/21l83.

Signed conl.a.l to s€l up C..din sales
counlerr in Beiiin8 holels.nd sto.6.
e/1/83.

Tctecommunicalion5

Philips Telecommunicr
lions ManufacturinB Co.
tld. (Auslralia)/Ministry
of tle(lronr(s lndusiry

Lyn(h Communicalions
Syslems (US)

Nippon tlecl.ic Co. trd.
and Sumitomo Corp. (,a,
pan)/MAcHrMPrx, Iianiin
branch and Tianiin
Municipal Adminislration

Telecommunicalions



Shuul(hi Sailo Co.porare
Planning Office S.orher
lnduslries Ltd. (lapan)/
Shenyang ClolhinS ln
duslry Corp.

Chia Tai lnternationrl ln.
veslmeni Co. ttd.
{Thailand)

Have aBreed to operrre a repair .enler lot
industrial s€win8 equipmenl al lhe Shen-
yang Sewing tquipmenr factor,/- 8/11/81-

will invest in a wholly'owned carpel faclory
ro open in Shank,u. 8/23l81.

Tou.ism

Wing Wah ASen(y Lld.
{HK)

wing Luem Shim tld-
(HK)/crrs, DonSwan
Counly, CuanSdonS

Robin Shipbuilderr P.i-
v.te Lld. (Sin8apo.e)

Milsubi5hi Transpon As-

ChanBiianB R€seNoir

NanyanS Commerciel
Eank ttd. (HK)/Cuilin
Cily Tou.isl Co. and Eanl
of China, Trust Depl.

Iransportrlion
CompAir Reavell (UK)/
China Nalional Aero'
Ie.hnology lmpod and
txpod Corp.

Sumilomo Corp. .nd
Ioyo Kogyo (J.pan)/
ChonSqinB Auromobile

Daihalsu Motors (lapan)/
Iianiin Aulomobile

0apan) and (w Cer-
many)/Liuzhou Knilwear
Mill

(Sw'lzerland) and (w.
Cermany)/NanninS Crry

warp kniriinS ma(hines. 1960,Ooo. 9 /12/83.

finishing equipmenr, d'/ein8 ma(hines, and
driers. t200,000. e/12181.

will rendvate lhe Haiban Hotelin
Zhaniian9. 7/83 .

SiSned agreemenl io ioinlly develop and
manaSe lhe Humen Tourisl Villa8e. 8/1/81

ls conslru(tint lhe 500 room tido Holel in
BeiiinA. 8129/83.

UndenakinB (onsl.uclion o, the Changjiang
Hotel and lhe ChanSiianS tnlertainmenl
Cenler. t7.7s million {HKt58 million). 9/83.

,oinrly.on5tru.linS lhe 800'bed Cuishan
Tourisr Cenrer. tls million. 9/12/83.

Test equipment fo. development of jei en-
8f nes. s750,000 (r5o0,oool 6/21 /83 -

Di5.ussin8 produclion of commercial vehi-
cles.7/83.

Will a5semble li8hi lrt (ls. 783

Si8n€d.onr.cl lo build a rrilway (onne(l-

'n8 
Mawan wrrh Eorr in Shenzhen. 7/24/of.

SiSned conlr.ci for 200 model s04s plu!
spare pans. 710183.

SiSned conlract fo. 200 R-'18 TS aulomo-
bile.. E/2/83.

Cross ply tire-makinS machinery lor Dun'
lop-conlracled ine laclory in CuanSzhou.
12.2s million (r1.5 million). 8/a/83.

150 6x4 trucls. 8/1Sl81.

Hrs b€en authoriz€d .s an eir {reighl a8enl
to. freitht movan8 lrom lhe US to Chin..
8/22/83.

rarrel sridge (UK)

NA (Japan)/MACHrMPlx

Scania (Sweden)/Minaslry

Kuehne & Na8elAir'
frei8hl lnc. (US)/China
Nalionalforeign Trade
Tranrporlalion Corp.

Urban fransponalion
Developmenl Corp.
lCinada)/shanghai ln-
vesrmeni and Trusr corp.

Wam rai, Wai Shing
Trade and Iransport Co.
(HK)/Wuzhou Automo'
bile Iransport Co.

ls'rzu Co. Uapan)

SiSned aSreemenl for . leasibility study ol a
proposed rapid lransii 5ysl€m for 5han8hai.
8/29/83.

Will cooper.ie to s€rvice impoded motor
vehicles. 9/12183.

52

Will srarl a Eeijing servi.e slalion. t400,000
(Y100 million). 9/20/83.

2,000 vehicles, in.ludinS deluxe coaches,
limousines, minibuse5, and truck chassis.
9/2O/83.
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Ieiiin trd., Ioyobo Co.,
Toray lndu ries 1n.., and
Unitil. ttd. (rapan)

Conl.acls for r,200 lons ol nylon ltecords
9/20/83.

Mis(ell.neous

C&BAulomaledEquip
menl Ltd. (Canada)

Signed lelter oi inlenl in ea.ly'83 io mod-
erni2e an abrasive plant. 6/2783.

Appointed exclusive US atent ior three PRC
newspapers.8/83.

Two plasiic tanks lor . water lrearmenl
p.oje.r.8/83.

82 police do85. 8/t /83

Trans'Lingual CommunL
(ations lnc. (US)

(Swilzerland). (rrance).
.nd llapan)

Nomura Research lnlli-
lule (lapan)/Shanshai ln-
vestmenl and T.usl Corp

Irust Depl. and Sha
Foreign Irade Cons
Corp.

nghai
uhing

lnrernalional Publicalions
Corp. (USSR)/China Na-
rional Publicalions lmpon
and txpo.l Corp. and
Cuojishudi.n

lndu5rrial B3nk of lapan/
Srare tconomic Commis-
sion, Ener8y Eureau

Hoya Corp. (,apan)/
Chin: Nodh lnduskies
Corp.

Canadian Sroadcaslins
Co.p./Minirry o, Radio

Firsl lnterltale TradinS
Co. (US)/8ank of China,

SiSned contracl ro enablish a ioinl consul-
lanl office for urban conslruction, industrial
development, and technical renovation in
shan'hai. 7/26/81.

sisned book ex.hanSe accotd. 9 / 12/83.

Will cooperale in developinS energy-savin8
lechnology; 18, will acl as inlermediary to
rransfer lapane'e tech notoAy. 9 /13/83.

Opri(al glass manufa.t'rrin8 plant and pro-
ducrion !now-how localed in ChenSdu, Si'
(huin. t1a,000 (Y3.5 million)- 9/1al83.

will ex.hanSe radio and television pro'
8lanr.e/16/83.

SiSned aSreemenrs lo .ssisl each olher in
marketina and mar&erin8 research. 10/3/83

+fl.
fre

toreitn Pe.tyl
Chinese Party

CHINA'S EXPORTS THROUGH OCTOBTR 20

Date Repo.ted

Atri(ultura
(Sri Lanla)/China ABricul'
rural Ma.hinery lmpo.l
and Exporl Corp.

(Brazil)

:125 +rs o{ rmall tracrors end 100 sets of
combine harvesrers. 724l83.

S'8ned proto.ol ro p.omore ex.h.ntes in
agrrculture, anrmal husbandry, and ftshery.
8/3/83.

1,050 lambs {rom Xiniian8. 8/15l83.

750 rons of frozen me.i ,rom Anhui.
8/18/81.

Si8ned 3-year conlract lo suPply fresh ve8-
eiables. s/23l83.

Conlracl lo train Chine3e co.slruclion
wo.li€rs, half ro be employed by Yamazati
for ove's€a! proiecls. 701.

(Un'red Arab tmirales)

(u5sR)

MilsubishiCorp. and
Yamada Co. (lapan)/
(IROIIS

Conrlruclion
YamazakiConskuction
(lapan)Ai'an Mu.'('prl

(Mali)/China Conslru('
lion tnBineerin8 Corp.

NA (HK)/China Construc-
rion tnBineerinB Corp.

SiSned conlr..i lo build an lslamic culiur.l
c€nter in Mali. 8/22/83.

Awarded contrad for the firsl phase of con-
slruction of th€ Tuen Mun town Park in
HonS Kont. 14.l million (HKt32 million).
9/1',t/81.



(HK)/Chin. Overs€as
Building Developmenl
Co.

Awarded a lender lor construclion ol a
housin8 developmenr proiecr in Sharin, New
Terrilories. t8.07 million (HK$67 million).
1O/43.

Ele(konics
tujirsu tld. (,apan)/
QinBhua Univers'ly

Compule. sofiwa.e. 8/-r1181

Food P.ocessinS

Siribala 5u8ar Refinery
(Mali)

toreitn Aid
(Central African Republic)

will hrve its equipmenl overhauled wirh
Ch'nese assislance. 8/1 2/63.

China handed ove. rhe ChinSol. maize mill
8/1818t.

toan lo improve CAR's radio network, med,
ical services, and a8ri.ulrure. i15 million.
7/31/83.

Medicioe and medic.l appatatlls. 9/6/83.

Airlifled relie, materials includinS blankets,
8.rmenis, .nd fabri.. 9/8/81.

(SeneE.l)

(Sri Lanla)

M.chinery

Minisrry of Hydr.ulics
(Al8eria)/China Naiional
Agricuhural Machinery
lmpon & trpon Corp.

Milit.ry tquipment
Z,mb.bwe An Fo.(e

Tr.nspo .tion
Eurlin8ton Nodhern Rail-
road (US)/Chin. Railway
roreign Seryi.e Corp.

Topa( lnle.nalional Trad'
int Co. (us)/srNoortM

T..de At.GGmenls
(AIbania), (ArSenlin.),

(Seychelles)

(Bul8ari.),lCanada),
(Mexi.o), and (NiSeria)

China is sludying three (oop€ralive p.oiecls
. he.vy-duty machinery planl, a casiinS
plant, and a machinery repairing plani.
8/1/83.

1,000 diesel enSine pump units for irit.tion
and draina8e. t800,00o. 9/12l83.

24 MiC pl.ne3 plus lraini
maiotenance pe.sonnel.

n8
7/8

12 ele.iri. swil.h michines. 7/83

Si8ned trade and e€onomic cooperaiion
agreemenls in Au8usl rnd Oclobe..

Sitned s.ience .nd technology aSreemerlts
in Autusr, September, and O(tober.

Peliol€um
(Thailand)

Naess Hallman ln(. (US)/
ShanShai Ofishore Peiro'
leum En8ineerins Corp.
(PRC-US ioinl venture)

Kashim. Oil Co. (Japan)

50,000 rons of shen8li c.ude.8/19/83.

Two semi5ubmersible d.illi.8 plarfo.ms and
othet ti9s- A/22/A3.

.100,000 barrels ol DaqinA c.ude. t27.7Ol
b.rel.8/30/81.

(Philippines) Hydroeledri( power srarion for lhe Ma8ar
River projecl. 12.2 million (2a million pesor-
8/11/83.

T.lacommunic.lionr
MEYEI (USYCh'na tle(-
rronics lmpon and txPo.l
Co(P.

US company will marlel Chines€ lelephone
s€is io lhe US; 60.000 al.€ady ordered.
l2s/83.

Mi*ell.neous
tolvos torand Uoiverrily
(HunSary)/Minislry of
Culture

AMF Co. (US)/ShenShdi
No. 3 R'.rbber Producls
tactory and rNDLrsrRY,
Shanghaibran.h

500 Chinese boots. 9/r3l83.

750,000 rubber balls lor 1981 and 800,000
tot 198a.9/26/83.
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tsso'China tld. IUS) and
Shell txploralion (China)
rid. (uK)/cNooc

5l

+,t
fle

roreiSn Party/
Chinese Parly

orRtcT tNvtsTMENr/PROCtSSTNC/
COUNTT RTRADE THROUCH OCTOATR 20

Arrangement/value/
Dale Repoll€d

loinl Venlu.es

Chada Compuler Co.
and lilu lnternational
Tradin8 Co. (HK)/two
EeijinS companies

Bishop Craphics ln.. (US)

and Th.i-An T.adinE Co.
(HX)/Shenzhen tleclri(
Appliances Manufactur
in8 Co. .nd Bank o{
Chioa, Shenzhen br.n(h

Dyvi Ofirhore (NoMiy)/

Formed the zhonSminS Compuler Co- io
provide te.hnical (onsuh.lion on (omput-
ers, ass€mble .nd repair hardware, and lrain
personnel wilh sotlware. 5/83-

Have entered inlo a l0-year aSreement lo
manula.ture and dislribule p.inled ckcuil
desiSn products. $1 million +.7/19/83.

Cable & wireless {UK)/
China NanhaiOil loinl
Seryi(es Corp. and
6uanSdong Provin(ial
Posts and Ielecommuni

S'Bned a8re€menr ro.harte' ri8! lor oif-
shote dtilling. 7 / 22 / 83 -

tormed lhe Huaying Nrnh.i Oilli€ld Tel€'
(ommunications Setuices Co. lo provide
service for oilexploralion and developm€nt
of rhe Soulh China Sea. t2.7 million inilial
inveslmenl. (PRC: 51%-UK:40%). SiSned
7/2s/83.

loint operation of an ele€lronic toy lactory
in Hont Kong. 1770,000 (HK16 million) ini-
I'al inveslmenl. 711161.

Have formed lhe Eeiiint Co.€ Sott Co. lo
develop (ompuler sofiware. (PRC:51%-la-
panr49%). Capilal: t61,000. Signed 8/83.

Cheon8 Ming Toy r.c
rory (HX)/rujian tnler
prises Co. tld.

Iokyo Marui(hi Shoii Co
.nd Ihe Core Croup (la'
panlChina tle.lronic5
lmpon .f,d txpod Corp.

IMT Tr..lor Planl (Paki-

slan)/China National
farm Ma(hinery lmpon
and Expod Corp.

Auslralian-Hong KonS
(onsorrium/shenzhen
Municipal Petro.hemi..l
lnduslry Corp.

OccidenlalPelroleum
Co,p. (US), Soci616
Nalionale tlf Aquitaine
and Tolal txploraiion
(France), and Tricenlrol
trplo.alion Overseas Lld
(Ux)/(Nooc

Occidental Pelroleum
Corp. (US), Hisp:nica de
Petr6leos S.A. (Sp:in),
Ampol Ei(ploralion tld.
and CSR Lld. lAulrr.lia),
and Tricentrol Explora
tion Ove.seas Ltd. (UK)/

Coodyea. Croup {HK)/
shenzhen

Dis(ussion of ioinl produ.lion oi the Chi-
ne'e Taishan'25 tracior in Palislan. 8/1/81

Netoliating.onslruclion ol a larSe pelro-
(hemicalcompler in Sh€nzhen. tr.7S bil-
lion.8/3/83.

Si8ned contra.l for oilerploration in lhe
Souih China Sea. 8/5/8.1.

SiSned contrad for ofishore oil eploralion
in rhe South China Sea. 8/6/83.

NeSoliating

8/8/83.

estabftshment ol a .ondenred
planl. lnveshenr: 12.5 million

Cooperalion on a joinl callle farm in
Cu.ngzhou to expon beef aod milk.
$100,000. (PRC:40*rUSt60 ). I/-13/81

Conducling feasibilily sludies of Chine!€
I.nzanian venlures in lhe:re.s o, lhip re-
par, fishin& and construction 8/1.1/81.

Opened a prinlinS and pacla8in8 planl, and
rhe tast take Hoiel. 8/15lE3.

Si8ned conl.:cl for otfshore oil exploralion
in the South China Sea. 8/23/83.

Chia Tai lnrernalional ln-
veslmenl Co. tld. {Thar-
land)/linan loinr Co. ol
Animal Husbandry, ln'
duslry dnd Commerce

Chin.-Agro-lnduslries
Development Co. (HK)
sublidiary of Lark lnler'
oalionaltld. (US)/
C'ranSzhou xintaog
Orchard

10,28a passenger (.r lires. 8/25/81



MIS Co. (US)/Yin(huan
tledri.al Mete.s and ln

Nin8xia

Carveslon Co. (HK)/
xinShua Commer(e &
lnduslry Co.

Universal Toy Co. (HK)/
Shrn8hai Toy lmpod and
txpod Corp.

O(cidenlal Chemi.rl Co.
tld. (HK)/Duyun tl(-
lronics lnduslrial Co.,
Te(hnological Research
lnsriruie of rhe Minisiry
ot tlectronics lnduslry

Meishek lnveshenl tld.
(HK)/China NanhaiOil
,oinl Service Co.p.

,apin N.rion.l Oil Co.p./
cNooc

ldemirru Oil Develop-
menl Co. tld. (,apan),
Naiomas (far Easl) LId.
(US), and Clutf Oil P.t.C.
(uKycNooc

Xam Kui lnternational
HoldinSs and NanyanS
rin.nce Co., Ltd. (HK)/
Hantzhou Tourist Co.
.nd Hangzhou lnlerna-
lional frust and Consul-

6enrex Co. (haly)/ShanB-
hai rorei8n Trade Corp.

SiSned letter ol intenl lo form a company lo
produ.e rural envi.onmenlal prolection
equipmenl. lnveshenl: t10 million.
b/291E3.

ASreemenr ro joinrly (onrrucr and operare
an exhibition and exchan8e cenler in
Cuan8zho'r. $21.7 million. 8/31l83.

SiSned a8reemenl to form ihe Shangh
Unive.sal zin.-Alloy Toy Co. located i

Minhang.9/61.

Wll sign aSreemenl lo converl its dislribu-
lorship lo a 50-50 v€nlure lo.aled in
shenzhen.9/81.

tibyan Arab roreign ln-
vestment Co./zhejianS
lnternaiioflal Trusl and

Hua lin Uniled tnlerprise
Lrd. (HK)/Shan8har rurni-

Formed lhe Nanhai Oil Cenler to develop
and operate a housin& business, and
re(reation cenrer for oil petsonnel. 9/2/83

Si8ned conl.acl for oil erploralion in rhe
Pea.l River mourh b.rin. 9/5/83.

SiSned conrraci for oil €,elorarion in rhe
seibu CuU. 9/s/83.

Signed conrract to io.m the China-rrance
Bohai ceosedices Co. trd. based al TanSBu
lo p.ovide mud slurry lo88inB se.vices.
10/8/81.

Reached a preliminary .greemenl for a car-
p€l manufacluring plant locaied in Suzhou.
16.s million. 10/12l83.

Have approval to con$irucl lhe 680-room
Han8rhou Dr.Eon Holel. lnvestment: $10
million. ( PR C:5 5r)6-H K:4 stvo)- 9/s/83-

rormed rhe ShanShai Overreas I.adinS
Corp. locared in Ceneva ro p.omore ShanS'
hai expods. 9/s/81.

Si8ned .Sreemenr ro form the China-Libyan
Ar.b Ierlil€s Co. to be located in
H.nBzhou. (PRC:45'xl'tiby at55.x'). 9 /12/81.

Dis(us5ing a foresl producls v€nlure. 10/83

Dis.ussinS a venru.e. l0l83.

txeclrade tld. (HK)/.Iian-
iin No. 6 Carmenl ra(-
lory and Tianjin Eco'
nomic Developmenl
Corp.

Minislry of risheries (Sri

tanka)/Chifla Interna.
lronal tngineerinS Corp.
for ABricuhure, trveslo(k

Eririrh Columbia
Resources lnvenmenl
Corp. (Canada)/crIr(

Crown zellerba.h
(Canada)

Ceoadices Co. lrran(e)/

tstablished lhe ShanShai Upholstered rurni-
ture Co. lo.aied in Shekou. lPRC:4s%-
HK:ss%). t38s,000 (HKr3 million). 9/1al81.

trrablirhed lhe Tianiin Synrheric PaddinB
loinl Manufaclu.er Lld. lo produce spray
bonded web, bull fiber, and bonded tab-
rics. ReSislered capil.l: t818,000 (+1.62 mil-
lion). (PRC:60e(}H(:40%). 9/19/83.

SiSned 20-year a8reemenl lo eslablish lhe
t.nhua risheries Co. in Colombo to rai5e
aquaric produ.rs. (PRc:49%-Sri Lanka:
51 t.9/26163.

teher New Zealand t ld

Comp€n5.tion Tr.de

Jos€ph Corn & son (US)/

te.lher lndu5rialCo.

Pro<essinS and rannint la.iliries in exchanSe
1o. tanb woot aoods.7/2a/83.

winB Hing Coilon Yarn
Co- (HK)and lnSolsrddr
radory (w. Cermany)/
No. I Cotbn Mill of
ShiiiazhuanS, Hebei and

5{

Two spinninS ma.hines in er(han8e {or
ya,n.8/.15/83.
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Mit'uiand Co. ttd. (Ja-
pan)/lh Iu teaSue le)(lile
lndurtrialCo., Nei

C.own Tr.dinS Co. trd.
Uapan)/H.inan ASricul
lure-lnduslry'Commerce
Uniled tnierprises Corp.
fo. La.d Recl.mation

HinS Wai Trading Co.
(HX)/Beihai Maraae rish-
in8 and Salvalion Co.

FonS Chou wooden
w.r€ and and Toy's Mf8.
(HK)/NanninB ru.nilure
Co.

Chori Co., Lld. (,apan)/
Lonssheng Counly Tal-

tquipment for a woolen interlinine fabri.
mill in exchanse for irs p.o4!ds- a/2a/83.

rishinS boars and Sear in er.hanSe fo.
aquati( producls. $210,00O. 9 I 12/at -

Processing equipmeor and new deriSns in
exchanSe for lurnirure. t38,OO0. 9 /12/A3 -

Technology and equipment for processinS
lal.um powder in erchanSe for lhe powde..
e/11/83.

toan for purchasinB equipmenl and le.h-
nology toi a rabbil hair weavinS mill in ex-
(han8e for mixed rabbil h.'r wool. t1.6 mil-
lion (Ya00 million). 9/19l83.

Wine cultivalion and sl(rage lechnoloSy in
exchanse for wine. 9/19/83.

tthylene o de-eihylene Slycol technology
fo. a new planl in Na.iin8.6/83.

Are dis.ussinS produ(laon of naviSaiion
aids.8/83.

Ie.hnolo8y and equipment to.aise slevia
rebaudina, a natural sweetener perennial, in
exchante for a percenl.ee of ihe crop.
t400,000.9/s/83-

Xanem.isu Cosho Lld.
(J.pan)/China Nalional
Nalrve Produce .nd Ani-
mal 8y-Producl! lmport
.nd txpon Corp., lianS,u
branch and Economic
PlanninS Commisrion oi
WujianB County.

Kanemaisu Cosho Lld.
(lapan)/zhanSyu wine
E,ewinB Co., Sh.ndonB

Li..niint
Scienlific Design Co.,
rubsidiary of Texas E.st'
ern Corp. (US) and Toyo
tnginee.ing Uapan)/

ACA Navigation Aids
(uK)/Cuangzhou scien-
nri. and Te.hni(al Ex-
(hin8e Cenler

8e18 lnduslries {US)/Min
istry ol Publi( Health

Yamaro Scale Co., t|d.
(Japan)/YinSkou No. 3

shenyang

Produclion ol "Perceplion" suntla5res.
813/83.

rechnolo8y and eqoipmenl for produclion
ol lhe EC series elecironi( beh-balan.e.
$850,000.9/12l83.

Negoli.tinS ioinl p.oduclion o{ !€mi-
conduclors and (onlrol devices. 3/83.

Have formed ta Eelle de Chine to produce
clorhin8 from orders made by lourisis.
8/8/83.

Cop.oduclion
Te.cor tlecl.onic lnc.
(us)

Sesl Land Developmenl
trd. (HK)/Shan8h.i
lini;.nB Horel, shanBhai
Trusi and Investmenl Co.,
and Sh.n8hai Palrdi(
Conskuclion Corp.

Mannesmann DemaB (W.
Cerm.ny)/Dalian Hoisl

[e.rint
Clacier MelalCo. and At
lnlernalional(UX)/

China Orienl LeasinB Co.
Lrd. (PRC ,apan joinl
venlure)/tiuzhou Prinling
and DyeinS Mill

Tokyo M.nkiand Showa
LeasinB Uapan)/Qin8d.o
No. 2 Conie(lionery,
Q'ngdao te.sinB Co.,
Qingdao rirsl Lighr ln'

arilish AiMays Heli(op

ll b.idge cranes for the Eaoshan lron aod
Steel Complex. 722l81.

Ma(hinery. 11.5 million (!1 million).
7/26/83.

Printina, dyeinB, and LUlring m.rchines
S1.12 million. 9/r2l8:1.

lns!anl noodle-makinS equ'pmenl. 3214,000
(Y52.41 million). 9/25181.

Iwo used S'61 helicopterr for ofishore oil
ruPPod.9/30/81.
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TEI"EVISlON
COMMERCIATS

ARE NOW
BEING IN

THEWORIDS
LARGEST MARKET...

wrrrYouRs
BEATYIONGTHEM?

I
o

, o

The national television network of the kopte's Republic ol China-CCTV-will begin weekly,
primetime broadcasLs of quatity CBS Television Network programming in October of 1983.

By joining CBS on CCTV ten international advertisers have the unique opportunity to
reach the largest country in the world. Your company should be one of this select grcup. Consider
the possibilities:

-Reach key audiences. national trend setters, business and industry, government officials.
consumers and prospective employees.

-Associate your company'.s commercials with proven CBS network quality prcgramming on
an ongoing. long-term schedule.

-Enjoy product-category exclusivity while building brand loyalty.

-Take advantuge of ln attractive entry price.

-Develop long-lasting relationships in China which will enhance your status as future
commercial opportunities arise for you.

-Tiavel to China to observe their television operation, monitorTV research and talk with key
CCTV executives.

Remember that there is a market for industrial goods in China right now! With a billion people
rapidly becoming more aware ofnew technologies. new products and a need to accelerate their
production capaciry, the opportuniry to be one ofa select group of television advertisers is not
only excellent commercial diplomacy, but plain good business!

Ifyou want to be the exclusive advertiser in your product category
and pre-empt your competition, conlact Charles Walsh at CBS
Broadcast International. Phone 212-975-1858 or telex 662l0lCB CBS EPOADCASI i,VIEPNATONAI
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