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CRS SIRRINE

We're building more than our
reputation in China.

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

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

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

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

We're building more than our reputation in China.

In Hong Kong: Perry King, President/CRS Sirrine Asia Ltd./Suite 2302 Fleet
House/38 Gloucester Road, Wanchai/Hong Kong/Telephone 5-861-4488/Telex
72839 CRSSA HX.

In the United States: David W. Syphard, Senior Vice President/CRS Sirrine, Inc./
1177 West Loop South/Houston, Texas 77027/Telephone (713) 552-2000/Telex
6868544 CRS UW.
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COCOM AGREEMENT EXPECTED
TO EASE DELAYS

At a September 1985 meeting in
Paris, the member nations of
COCOM, the Coordinating Commit-
tee for Multilateral Export Controls,
agreed on a substantial liberalization
of controls over goods sold to China.
Announced by Vice-President
George Bush during his October visit
to China, the agreement stipulates
that certain technical levels of prod-
ucts in 27 controlled commodity cat-
egories will no longer require
COCOM review and can be shipped at
national discretion. COCOM must
only be notified of these sales. The
equipment covered consists mainly
of computers, software, instrumenta-
tion, telecommunications equip-
ment, semiconductor manufacturing
equipment, and medical equipment.
COCOM will also institute procedural
changes to raise the minimum dollar
value allowed for certain types of
shipments, including spare parts.

Exporters of high-technology
goods have long been frustrated by
delays in the review of export license
applications sent to COCOM, which
was set up in 1949 to monitor strate-
gic exports to Communist countries.
COCOM’s 15 member countries, in-
cluding Japan and most NATO mem-
bers, meet regularly to process cases.
In recent years, as China’s trade has
expanded and many countries have
liberalized their own domestic guide-
lines for what can be sold to the PRC,
the backlog of China cases sent for
COCOM review has been growing
rapidly. Since 1984 the US govern-
ment has been working with other
COCOM nations to reach consensus
on methods to speed the processing
of China cases, which have accounted
for as much as 80 percent of
COCOM’s workload this year.

Although final negotiations are
still underway, the full agreement is
scheduled to go into effect on Decem-
ber 1. If successful, it is expected to
reduce the number of China export
applications requiring COCOM re-
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view by 50 percent or more. Smooth
implementation, however, will de-
pend on China's willingness to co-
operate with COCOM members in im-
plementing certain procedures. The
new COCOM technical guidelines will
be published in the US Federal Regis-
ter shortly after the agreement goes
into effect. —PD

MILITARY MARKETING

Relaxing restrictions on goods
with potential military applications
may seem only reasonable since
China also hopes to purchase more
equipment from the West with in-
tended defense applications. On Sep-
tember 30, the executive branch of
the US government notified Con-
gress of its intent to sell China the
technology and plant design for two
munitions factories capable of pro-
ducing fuses, primers, and deto-
nators for 155 mm artillery projec-
tiles. In addition to this $5 million
transaction, China will have the op-
tion to buy production equipment
for the factory, which could total
$100 million.

This is the first sale to be applied
for under the foreign military sales
(FMS) agreement between the
United States and China reached in

June 1984, FMS sales are govern-

ment-to-government transactions be-
tween the United States and a foreign
country in which the US government
acts as the procurement agent for po-
tential sales of US military equipment
valued at $14 million or more (or a

total goods and services value of
$50 million). These sales are submit-
ted to Congress by the executive
branch, and approved unless Con-
gress acts to stop them. The United
States now has such agreements with
117 countries.

China has actually been able to buy
US military equipment through com-
mercial channels since 1980, when
President Carter agreed to let China
purchase certain items on the US mu-
nitions list. In 1981 the Reagan ad-
ministration allowed any item on the
list to be considered for sale follow-
ing case-by-case review.

Nevertheless, until recently, the
level of approved commercial sales
has been low, averaging only several
million dollars per vear and consist-
ing mainly of electronic communica-
tions equipment and spare parts. The
pace of commercial sales began to
pick up in 1984 when United Tech-
nologies sold the People’s Liberation
Army 24 Sikorsky S-70C2 helicopters
worth more than $100 million. I'TT
also signed a major contract last year
to deliver several coastal surveillance
radar systems capable of detecting
and tracking ships in coastal waters
and low-flying aircraft, and is discuss-
ing a possible joint venture to manu-
facture the system. And just last Au-
gust General Electric announced that
it had sold China gas turbine engines
for naval destrovers, a contract worth
approximately $20 million.

China now has three basic prior-
ities for foreign military procure-
ment: improving its ground forces
(better antitank equipment and sur-
face-to-air missile systems), air de-
fense (improved jet fighter capabil-
ity), and naval defense (modernizing
antisubmarine warfare capabilities).
The United States is holding explor-
atory discussions with China about
cooperation in these areas. Especially
if any of these talks prove successful,
the pace of US military sales will
probably continue to pick up in
1986. Nevertheless, limitations will
remain on what types of technology
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the US can sell and what the Chinese
can afford to buy. —MS

ENRICHING THEMSELVES

Many Chinese have apparently
taken to heart Deng Xiaoping's ex-
hortation to “‘enrich yourselves.”
The government claims per capita
national income now exceeds ¥400
($135), up from just ¥170 in 1978
when economic reforms began. This
places China in the ranks of such
other developing countries as Sri
Lanka, Togo, and Madagascar. Al-
though China’s progress has been
striking, per capita figures mask dis-
parities of at least three sorts.

Per capita income in urban areas is
¥608, compared to ¥355 in the coun-
tryside. Using another indicator, 87
percent of urban households have
televisions while just 7 percent of ru-
ral homes are so equipped. This ur-
ban/rural gap has been a persistent
feature of Chinese life, although it is
now narrowing. According to gov-
ernment figures, rural income has
more than doubled since 1978 while
urban incomes have grown by 60 per-
cent, both rates adjusted for infla-
tion. The improvement reflects the
fact that economic reforms, and thus
opportunities for enrichment, were
instituted first in the countryside.
But urban reforms now being imple-
mented might well widen the tradi-
tional gap again.

Long-standing regional disparities
are also likely to be reinforced by the
government’s decision to let already
relatively prosperous coastal areas
lead the development effort. Some of
the new wealth will trickle in to
poorer interior regions, but not
enough to narrow the gap.

The toughest type of inequality to
address occurs between individuals
or families within the same region or
city. China is hardly alone in facing
this form of stratification, though the
Maoist period was unique in its effort
to enforce egalitarianism. The result
was a fair degree of equality and a
high degree of poverty.

The current leadership, recogniz-
ing that its encouragement of private
enterprise, wage bonus schemes, and
managerial expertise would widen in-
come gaps, has taken the line that
equality isn’t all that important any-
way. For a time, local heroes were
those who had done the best by the
reform policies, such as the so-called
“¥10,000-households.” Recent rhet-
oric, however, suggests the policy has

been a little too successful. Spokes-
men are now often at pains to point
out that there aren’t that many
¥10,000-households after all, and
that those who have reached this level
of prosperity should do all they can
to help others get rich too.

The government is also eager to
show that incomes are rising faster
than inflation. In the first nine
months of this year, consumer prices
reportedly rose 7.7 percent nation-
ally over the same period in 1984 and
11.1 percent in China’s big cities.
The trick is to convince citizens just
starting to sample the good life that
price reform is an integral aspect of
the total economic reform program.

Government spokesmen say the
country is going through a “transi-
tion from having enough to eat and
wear to enjoying a comparatively
well-off life.”” China hopes to reach a
per capita income level of ¥800 by
2000. Tax authorities may have had a
hand in picking that goal: people
start paying taxes on income above
¥800. —TE
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China’s Independence from the Superpowers

hina is pursuing an indepen-

dent foreign policy of

peace. China will neither en-

ter into an alliance or strate-
gic relations with any major power,
nor join any power blocs. China will
not let her State relations be prede-
termined by the similarity or differ-
ence ol a nation’s social system or
ideology. China seeks to develop rela-

tions with all countries on the basis of

the Five Principles of Peaceful Coex-
istence. These  principles—mutual
respect for each other’s sovereignty,
mutual nonaggression, noninterfer-
ence in cach other’s internal affairs,
equality and mutual benefit, and
peaceful coexistence—ensure  that
all countries can live in amity and
engage in mutually beneficial co-
operation.

China’s recent emphasis on an in-
dependent policy of peace seems to
have aroused some concern in the
Western world. Some believe that
China is conducting equidistant di-
plomacy between the United States
and the Soviet Union. We are pursu-
ing a positive, independent foreign
policy and we determine our position
on issues on the merits of each case.
For instance, we criticize the Soviet
Union for its aggression against Af-
ghanistan and its maneuver in Indo-
china. We also disapprove of US pol-
icy in Central America and southern
Africa. Nevertheless, we continue to
believe that the chief threat to peace
and stability in the Asia-Pacific re-
gion comes from the north.

Others think that China is playing
the United States against the Soviet
Union or vice versa, China will not
play the US card or the USSR card.
Nor shall we allow others to play the
China card. We oppose hegemonism,
but we have no intention of straining
our relations with either superpower.
Nor do we wish to see relations be-
tween them become strained. We
welcome the November summit talks

Han Xu

between American and Soviet lead-
ers. We hope the two superpowers
can reduce tensions and work toward
world peace.

Some see our independent foreign
policy as an eftort 1o position China
as leader of the Third World. China
certainly belongs to the Third World
and considers it her international ob-
ligation to uphold the rights and in-
terests of Third World countries. But
China has no underlying motives. In
1974 Deng Xiaoping declared at the
UN Special General Assembly that
China will never become a super-
power. That remains our national
policy today.

The overall goals of China's for-
cign policy are to oppose power poli-
tics, check the arms race, case inter-
national tension, safeguard world
peace, establish fair and equitable in-
ternational economic relations, and
promote human progress. The dan-
ger of another world war still looms
large as a result of superpower ri-
valry. The United States and Soviet
Union are the only two countries
with the capability of starting an-
other world war. China would like 1o
see the two superpowers reduce their
nuclear weapons stockpiles, stop al-
ternate escalation of their arms race,
and avert a space weapons race.

China resolutely opposes the arms
race and supports practical and ef-
fective measures to reduce arma-

Han Xu became China’s ambassador to
the United States in April 1985, A ca-
reer diplomat, he served as deputy chief
of the Chinese Liaison Office in the
United States from 1973 to 1979, In
1982 he was elected an alternate member
of the CCP Central Committee by the
12th Party Congress. This Commentary
was adapted from an address he gave on
China’s foreign policy on October 17,
1985, at the Johns Hopkins University
School of Advanced International Stud-
tes in Washington.

ments. The few nuclear weapons
China possesses and the limited num-
ber of nuclear tests it has conducted
are solely for the purpose of self-
defense. On the very day we came
into possession of a nuclear force, we
declared that China would never be
the first to use nuclear weapons.
China has also pledged not 1o use
nuclear weapons against nonnuclear
or nuclear-free zones. China’s mili-
tary expenditure has long been kept
at a low level. Although there has
been a rapid growth in China’s econ-
omy in recent years, its military ex-
penditure has not increased accord-
ingly. Farlier this vear, China decided
to reduce the size of its military force
by 1 million troops. Part of China’s
military industry is being shifted to
civilian production to meet the in-
creasing daily needs of our people.
Foreign policy is an extension of
domestic politics. The ardent desire
of the Chinese people for peace is a
reflection of our basic interest and
our needs ar home. China has a long-
term plan for economic develop-
ment. By the end of this century,
China will bring its GNP to $1 tril-
lion, with a per capita mmcome of
about $800. By the mid-21st century,
China hopes 1o approach the eco-
nomic level ol developed countries.
It is with this goal in mind that we are
carnestly working for an interna-
tional environment of lasting peace.
Peace and development are two
issues of strategic and far-reaching
importance. Peace is the main issue
between East and West, and develop-
ment is the main issue between North
and South. T have briefly dealt with
the peace and war issue between the
two superpowers and their blocs. On
the North=South issue, the existing
unfair international economic order
has broadened the gap between the
developed countries of the North
and the developing countries of the
South. If countries of the South con-
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tinue to be bogged down in poverty,
social unrest, and political turbu-
lence, how is it possible to maintain
world peace? How can the economic
stability and growth of the developed
countries be ensured? China sup-
ports the North-South dialogue and
South-South cooperation in the
hope that the joint efforts of the
North and South will lead to a stable
and balanced development of the
world economy.

The Third World also helps reduce
the ever-present threat of war. Third
World nations account for three-
quarters of the world’s total popula-
tion and possess many of the world’s
strategic areas and raw materials,
Therefore, the strongest force for
preventing war today is the contin-
ued independence and development
of Third World countries. As for
China, we are fully aware of our
weight and responsibility in interna-
tional affairs. That is why we treasure
our independence and will not add
our weight to either of the superpow-
ers. If we tie ourselves to their chari-
ots, there would be an increased like-
lihood of war. In short, we need
peace to develop and we need 1o
develop to keep peace.

The Chinese Communist Party
Conference held in September
adopted the proposal for China’s
Seventh Five-Year Plan (1986-
1990). Full-scale reform of China's
economy, science and technology,
and education will accelerate over
the next five years to ensure the
country’s long-term growth. The
conference also partally readjusted
the composition of the Party’s key
organs, bringing younger and more
competent persons into the central
leadership. The conference aimed at
preserving the continuity of our
present policies and guaranteeing
the success of our reforms. We be-
lieve the conference is not only an-
other milestone in China's new Long
March toward modernization, but
also an important contribution to
world peace.

To speed China's modernization,
we are committed to a policy of eco-
nomic and technical exchanges and
cooperation with all countries. Our
open door policy is designed to reju-
venate the country and enrich our
people. It is not an expediency, but a
long-term, basic national policy. Chi-
na's history over the past few centu-
ries has shown that a closed door
policy leads only to backwardness.

In discussing China’s foreign pol-
icy, I cannot help touching upon
Sino-US and Sino-Soviet relations.
Are Sino-Soviet relations improving?
(I ask this first since 1t seems that
Americans are more concerned
about Sino-Soviet relations than
Sino-US relations). My answer is
I say “‘yes”
progress has been made in our bilat-
eral economic and trade relations
and in the exchange of personnel.
Bilateral trade between China and
the Soviet Union will hit $3.5 billion

“yes and no.” hecause

in 1990, But that will only be hall of

the amount of present Sino-US
trade. Some people are worried that
Sino—-Soviet trade might one day ex-
ceed Sino-US trade. This fear is un-
warranted as long as there is less
trade legislation like the Jenkins bill
which, if enacted, would cut China’'s
textile exports to the United States
by $500 million per year.

[ say “'no™ because there has been
virtually no progress in political rela-
tions between China and the Soviel
Union. Three major obstacles still
block improved political relations.
They are Soviet support of Vietnam's
aggression against Cambodia and
Vietnam’s provocations against
China: the Soviet occupation of Af-
ghanistan; and the massive con-
centration of Soviet troops along the
Sino—Soviet border and in Mongolia.
The Soviets have indicated no willing-
ness to resolve those issues. China
wants concrete actions, not vague
statements. We Chinese are known
for our patience. We will wait and
see. But even il the obstacles are
removed, Sino—Soviet relations will
not return to their status of the
1950s.

The overall picture of Sino-US re-
lations is good. Our bilateral trade
reached a record of $6.1 billion in
1984. The United States is the num-
ber one foreign investor in China: its
investment totaled over $700 million
at the end of 1984 and has increased

further this year. In the first half of

this year, 110,000 Americans visited
China, and some 15,000 Chinese
scholars and students are now study-
ing in this country.

Impressive as those figures are, 1
mustn’t pretend there are no points
of friction between our two coun-
tries. China has complaints about dis-
criminatory trade regulations and re-
strictive procedures that hamper
transfer of technology from the
United States. Above all, however, is
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the Taiwan issue—the main obstacle
to the steady development of Sino—
American relations. The US govern-
ment continues to treat Taiwan as an
independent political entity and sell
it large amounts of arms. Some
Americans even try to create two
Chinas’ through legislation, and oth-
ers advocate Taiwan's independence,
Such ideas are absolutely unaccept-
able to the Chinese government and
people. Fortunately, we have three
Sino—American joint communiques
laying down the guiding principles
for our relations. Only if both coun-
tries strictly abide by the communi-
gues will our relations develop on a
stable and durable basis.

China attaches great importance to
Sino—American relations. China is
the world’s biggest developing coun-
try while the United States is the big-
gest developed country. Chinese and
Americans with vision know full well
that the significance of Sino-Ameri-
can friendship has gone well beyond
bilateral relations, It constitutes an
important factor for world peace and
stability. The development of Sino-
US relations is the requirement of
our times. That requirement will and
must be met if peace and develop-
ment are to prevail in this world.
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China’s Party Conference

he conference of Commu-

nist Party delegates held in

September 1985 was per-

haps the calmest, most or-
derly meeting involving high-level
leadership changes ever held in a so-
cialist country. Only in China would a
turnover of about a fourth of the
members of the Party’s Central Com-
mittee, a third in the Politburo, and
almost half in the Secretariat imply
continuity rather than change in pol-
icy direction,

These three organs are at the sum-
mit of China's political system. The
210-member Central Committee—a
kind of Communist Party parliament
representing all of China's major
power bases—has ultimate power
over all policy and personnel deci-
sions, but meets formally only once
or twice a vear. Day-to-day decision-
making power rests in the Central
Committee’s two executive organs—
the 22-member Politburo (short for
Political Bureau) and the 1 1-member
Secretariat. Theoretically, the Polit-
buro makes policy while the Secretar-
iat oversees its implementation, but
in practice the two groups’ powers
ebb and flow according to the par-
ticular political circumstances and
personalities of the time. In recent
years the Secretariat has been more
active than the Politburo, but the Po-
litburo's five Standing Committee
members, among whom Deng Xiao-
ping still wields the most influence,
remain the nation’s supreme leaders.

The Central Committee member-
ship is normally selected by a Party
congress, which the Party Constitu-
tion says should be held every hive
years. The most recent congress, the
twelfth, occurred in 1982, The Sep-
tember 1985 Party meeting was
called a
though it did what a congress would
normally do. The urgency that Chi-

“special conference,” al-

Continuity through turnover

Martin Weil

na’s aging leadership attaches 1o the
problem of succession dictated the
need to convene a special confer-
ence—only the second in the Chi-
nese Communist Parey’s history—
rather than wait until the next Parny
congress i 1987, Far from trving to
block the emergence of a set of suc-
cessors, China's 1top leaders are ac-
tively working to promote the pres-
tige and position of their successors
while they still hold power.

“Orderly succession” means first
and foremost a smooth transition
from Deng Xiaoping as the Party
strongman to his heir apparent Hu
Yaobang, an outspoken supporter of
Deng's political and economic re-
form program. Hu, as general secre-
tary of the Communist Party Sec-
retariat, is already the titular head of
the Partv. But Deng is stll the num-
her-one leader, reflected in his role
on the Politburo’s all-powerful five-
person Standing Committee, and his
chairmanship of the Party's Military
Affairs Commission (MAC), the chief
organ of control over the military. Al-
though Hu made gains at the recent
conference, there was no real shift in
the very highest levels of power.

Identifying the “new generation™

Hu Yaobang and Premier Zhao
Zivang are hailed as representatives
of a“‘new generation” of leaders. But
this overlooks the fact that Hu and
Zhao are 70 and 67 vears old respec-
tively, and thus unlikely to be more
than transitional higures. Tt is in the
levels immediately below the top that
the real generational change is taking
place. In the Central Committee, Po-
lithuro, and Secretariat, leaders in
their 40s, 50s, and 60s—many of
them organizationally athhated with
Hu Yaobang—are replacing most,
though not all, of the veterans in
their 70s and 80s.

The word “technocrat™ is often
used to describe the new generation
of leaders. But thev are not, as the
term implies. an apolitical, highly
educated, managerial corps inter-
ested onlyv in economic growth, They
are certainly better educated than
the peasant revolutionaries ol the
previous generation, but only a mi-
nority of them have completed col-
lege: many have only a secondary
school education or a few vears in a
special institute for political “com-
ers.”

They are also an intensely political
group, having risen by virtue of thei
Party activism, skills, and connec-
tions in one of the toughest political
svstems in the world. They include
model workers, local-level politi-
cians, soldiers, factory managers, and
industrial bureaucrats. A surprisingly
large number of them are also the
sons and daughters of China’s older
generation of leaders, and thus rose
to current positions on less than
purely meritocratic grounds.

The new generation cannot be
automatically stamped as “Dengists™
or “reformers.” In the first place,
these labels encompass a wide range
of views and opinions, and in the sec-
ond place, such dyved-in-the-wool
politicians are always difhcult 1o pin
down, tending to float with the cur-
rents of the time. Finally, in some
cases local power bases have plaved
as great a role in the choice of new
leaders as the central leadership’s
wishes.

What does distinguish the new
group of leaders from the older gen-
cration, however, is their profes-
stonal and managerial background,
combined with critical differences in
life experience. These vounger peo-
ple share as their primary experience
the effort to make the socialist system
function, as opposed to turning soci-
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ety upside down after 20 vears of
revolutionary war. They are certainly
likely to have less grandiose, more re-
alistic views of what can be accom-
plished by the political system. And
they share to some extent the popu-
lar sentiment that China has had oo
much political upheaval since 1949
and needs above all to improve gen-
eral standards of living. Deng and Hu
have systematically sought to exclude
from the new leadership those mem-
bers of the younger generation who
owe their rise to the traumatic Cul-
tural Revolution of 1966-1976.
While they have probably not been
completely successful, the new lead-
ership is by and large composed ol
people who either fell during the
Cultural Revolution or
[rom its excesses.

stood back

People of this type were first ele-
vated to power in substantial num-
bers during the Twelfth Communist
Party Congress in 1982, when 90 new
members (nearly half of the Central
Committee’s membership) were se-
lected. But while the Central Com-
mittee changed, proportionately fan
lewer of the old guard retired from
the Politburo and Secretariat. In

fact, the Politburo actually expanded
in 1982 to the unwieldy size of 28
people.

Promotions reflect gains for Hu,
economic planners

With the changes in September,
the new generation has become bet-
ter represented at the Politburo and
Secretariat level, putting the Deng—
Hu stamp more firmly on both or-
gans. Ten people, six of them elderly
military figures, retired {rom the Po-
lithuro and were replaced by six
vounger people. The Secretariat saw
the retirement of three elderly mem-
bers and their replacement by five
vounger hgures, all of them associ-
ated with the reform policies or Hu
Yaobang personally (see chart).

The average Politburo member's
age, however, is still close to 70. This
reflects Deng's most conspicuous
failure at the conference—an inabil-
ity or unwillingness to engineer any
resignations from the Politburo
Standing Committee, except for the
elderly, mcapacitated Marshall Ye

Jianying. Neither was Deng able to

introduce any younger members
onto the Standing Committee, de-

spite hints before the conference that
this would happen. The Standing
Committee, and thus China's top
leadership, remains as five elderly
men—Deng Xiaoping and Chen Yun
in their 80s, and President Li
Xiannian, Hu Yaobang., and Zhao
Zivang in their late 60s and 70s.
Other people in their 70s—most but
not all aligned with Deng and Hu—
also remain in the Politburo, belying
the rejuvenation trend.

The list of newly promoted people,
however, clearly reflects the rise of
Hu Yaobang's personal star. Three
of the six new Politburo members—
Qiao Shi, Foreign Minister Wu
Xueqian, and Hu Qili (no relation to
Hu Yaobang, but perhaps his closest,
most trusted confidant), are 30-year
colleagues of Hu Yaobang [rom his
Party Youth League days. Further-
more, the vounger Hu and Qiao now
hold concurrent positions on the
Secretariat—a feat achieved by only
five other people at present, one of
whom is Hu Yaobang himself. These
seven holding dual seats are in the
most promising position for future
power gains.

Of the seven, three of the others—

THE POWER BROKERS

Politburo

DENG XIAOPING,

Members

AU YAQOBANC,

CHIN YUN

ZHACY ZIYANC,

Qin Jiwer, 75

LI XIANNIAN

Standing Commttee

(in protocol order)

Deng Niaoping. 81
Zhao Zivang, 67
Li Xiannian, 76
Chen Yun, 80

Fang Yi, 69
Hu Qiaomu, 73
+*Hu Qili, 56
+*Li Peng, 5
Ni Zhifu, 5!
Peng Zhen, 83
+*Q1ao Shi, 60
HTan Jivan, 56
+Wan Li, 69
FWu Nuegian, b4
Xi Zhongxun, 72
Yang Dezhi, 75
Yang Shangkun, 78
*NYao Yilin, 68
FYu Quuh, 71

Secretariat
General Secretary
+Hu Yaobang, 70

+Hu Yaohang, 70

Members

Chen Pixian, 69

+Hu Qili, 56
+*Li Peng, 57
+#Qiao Shi, 60
+*Tian Jivun, 56

*Wan Li, 69

+Yu Qiuli, 71

conference: Gu Mu, 71 Xi Zhongxun, 72;

Yao Yilin, 68,

member); Zhang Tingfa, 68.
Altevnate members:
Chen Muhua, 65

Key

new members elected at September Party conference

*Hao Jianxiu (f), 50

Secretanial resignations al A\a'pwmhn Party

Polithuro resignations at September Party
conference: Deng Yingchao (0, 81: Li
Desheng, 69: Nie Rongzhen, 86; Song
Rengiong, 76: Ulanhu, 81; Wang Zhen,
77; Wei Guoging, 72; Xu Xiangqian, 84;
Ye Jianving, 88 (standing committee

THE NEW COMMUNIST PARTY LEADERSHIP

THE RISING STARS

HLU QI

o
a2

QAO SHI

>
?

LI PENG

FTIAN JIYUIN

WU XUEQIAN

+ holds concurrent membership in Polithuro and Secretariat
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Wan Li, Li Peng, and Tian Jivun
are also vice premiers ol the State
Council and are thus primarily con-
cerned with administration of the
ceconomy. O these three, only Tian is
considered a personal protége of
Premier Zhao. But the real impor-
tance of the Tian and L promotions
is institutional as much as personal.
They reflect the increasing power ol
China's State Council, 1.¢., the eco-
nomic planning apparatus, which in
turn reflects the importance of cco-
nomic modernization in present-day
China. Never before have economie
planners, as apposed to Party appa-
ratchiks or military leaders, been so
well represented at the top.

Military conservatives on the
wane

The cconomic administration’s
gain is the military’s loss. The militan
is generally perceived as both the
strongest source of opposition 1o re-
form and the likeliest source of oppo-
sition to Hu Yaobang. Perhaps the
most remarkable feature of the Party
conference was Deng’s ability 1o oust
no fewer than six military figures
from the Polithuro—octogenarian
marshals Ye Jianving, Xu Xiangqian,
and Nie Rongzhen, former air force
Commander Zhang Tingfa, forme
Shenyvang Military Region Com-
mander Li Desheng, and Deng's own
personal friend Wang Zhen—while
not adding a single military iigure 1o
either the Politburo or the Secretar-
tat. While the military certainly re-
tains significant influence, its voice
the high levels has been reduced, and
its position vis-a-vis the Party and
government burcaucracies lowered.

The resignation ol General Li
Desheng, who flirted with the radi-
cals during the Cultural Revolution
and won the reputation of “a nail
that could not be pulled out™ by vir-
tue of his 15-year tenure in the Shen-
vang military region, probably gives
Deng great personal satistaction. But
personal ties to Deng were not neces-
sarily sufficient to ensure promotion.
A case in point involves General Qin
Jiwei, a Beijing arca military com-
mander who, though reputed to be a
fricnd of Deng, failed to advance
from alternate to full member of the
Polithuro. A logical explanation is
that Deng and other civilian leaders
have decided in principle that mili-
tary figures don’t belong in the high
organs, at least in the numbers that
have prevailed since the Cultural

10

Revolution.

The conference, of course, reflects
only the tip of the iceberg with re-
card to Deng's moves to reform the
military: massive changes and reduc-
tions in stafl are already underway.
But the sensitivity of this task is un-
derlined by the fact that three of the
septuagenarians who conspicuoush
avoided demotion from the Polit-
buro and Secretariat are Deng's key
men in the military—Chief of Staff
Generval Yang  Dezhi,  Yang
Shangkun, and Yu Qiuli. Yang
Shangkun, as much a political as a
military figure, is Deng's number-
one deputy on the MAC. Yu Qiuli’s
critical importance lies in the fac
that he is the seventh man (in addi-
tion to Hu Yaobang and his two con-
hdantes and the three vice premiers)
1o be on both the Politburo and Sec-
retariat. As head of the military’s Po-
litical Aftairs Department, he must
ensure that the Party line is propa-
gated throughout the mihtary and
prevent the milicary from promoting
a political line independent from or
contrary to the Party’s. A former pe-
troleum minister, Yu took a strong
stand against the short-lived “spiri-
tual poliution™ campaign of 1983

that caused such unfavorable domes-
tic and international repercussions.
Yu's influence effectively squelched
the campaign’s credibility in the mili-
Lary.

Deng is believed to want to pass his
position as MAC chiel 1o Hu
Yaobang, but has so far been unable
to do so—a sign that the military
does not yet completely accept Hu.
In contrast to all other major Party
organs, the MAC does not appear 1o
have been reorganized in September,
It 1s possible, given the number of
MAC officials who lost their Central
Committee seats and should by rights
retire from the MAC, that such a re-
organization will take place in the
next vear. A key measure of Hu's le-
gitimacy as Deng's successor is
whether he gains the MAC chairman-
ship at that time.

Ideological conservatives keep a
toehold

In marked contrast to military con-
servatives, Deng and Hu were unable
1o cashier the so-called “ideological
conservatives —aofficials who are
concerned about what they consider
a drift away from Marxist orthodoxy
in the cultural and political spheres
as a consequence of reform. Three of

the people in their 70s and 80s who
retained their positions on the Polit-
huro and Secretariat fall into this cat-
cgory: Peng Zhen, Hu Qiaomu, and
Deng Ligun. Hu Qiaomu and Deng
Liqun gained particular notoriety as
the spearheads of the spiritual pollu-
ton campaign.

Deng Xraoping has proved himself
capable ol gaining the trust of such
conservatives, and has even collabo-
rated with them on certaim issues
over the years. The same cannot be
said. however, of Hu Yaobang. The
ideological conservatives consider
Hu too “soft” on capitalism and
Western culture (as expressed in
such seemingly trivial matters as Hu's
penchant for Western suits). Hu was
probably the conservatives” ultimate
target during the spiritual pollution
campaign, and he must certainly view
this group as a potential threat to him
once Deng dies.

The lingering conservative bloc
underscores the fact that Deng must
still listen 1o other voices and make
compromises. In the Politburo
Standing Committee itself, two hg-
ures—Li Xiannian and, more impor-
tant, Chen Yun—are more conserva-
tive than Deng and are believed 1o
have intervened 1o preserve the ideo-
logical conservatives’ positions. They
undoubtedly have protéges scattered
throughout the system, and their sta-
tus may give political fence sitters
pause before fully embracing Hu
Yaobang and his policies.

The Chen Yun factor

Chen Yun himsell re-emerged
[rom a period of relative quict to de-
liver an important speech to the
Party conference. Widelv noted in
the West, it expressed clear and
sharp disagreement with some of the
cffects of economic reform policy
and propaganda, particularly the
hreakdown of fiscal sobriety and the
tendency ol peasants to leave the
fields for more lucrative sideline un-
dertakings. Some have interpreted
this speech as a sign that a major po-
litical conflict is brewing.

There is undoubtedly a divergence
between Deng, Hu, and Zhao, who
want 1o speed the pace of economic
reform, and Chen, who favors a
slower loosening of central controls
and shows greater sensitivity to re-
form’s side effects. Quite probably
the feverish pitch of reform rhetoric
in TO84-&5 sharpened this contra-
diction.
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But the fact that Chen Yun—
rather than a disgruntled military
conservative, or a Cultural Revolu-
tion figure such as Hua Guofeng
(who remains on the Central Com-

mittec)—is now the focal point of

conservative opposition says much
about how Far the political spectrum
has shilted toward reform since
1978, Chen made his reputation as
an opponent of dogmatic, reckless
cconomic policies during the 1950s,
and was the most prominent spokes-
man for allowing market mechanisms
to play a role in resource allocation at
that time. He fought against Mao's
Great Leap Forward and was purged
during the Cultural Revolution.
Deng NXiaoping himself engineered
Chen’s rehabilitation in 1978, and
the two have worked very closely in
the last six vears on reform of the
Communist Party.

While circumstances seem to be
driving Chen and Deng apart, Deng
shows no desire for a bloody battle 1o
purge Chen. Indeed. allowing Chen a
platform for dissent at the confer-
ence can be read as a sign of the Par-
tv's growing political maturity and a
realization that it is better to provide
asalety valve for dissent than to allow
it to build up unexpressed.

Chen, for his part, has never been
known to rock the political boat for
narrow personal gain. Indeed, in his
dissenting speech at the Party confer-
ence he expressed explicit approval
of the leadership changes and asked
only that “leading bodies . . . prac-

tice democracy fully, taking heed of

the full range of opinions, including
dissenting ones,” adding that, “no
individual should try to have the final
say.”” Chen accepts the fact the he
represents a minority point of view,
asking only that it be respected and
taken into consideration, something
that has clearly happened over the
past four months as economic con-
trols have been tightened.

Both Chen and Deng seem to real-
ize that too much is at stake in the
process of orderly political succes-
sion for their personal differences 1o
be allowed to sabotage it. A meeting
such as the recent conference could
never have taken place at all, let
alone so peacetully, if the tension be-
tween Deng and Chen had oruly
reached a crisis point.

The staying power of reforms

There is further proof, if any is
needed, of Deng and Hu's growing

base ol support. While their oppo-
nents were able to maimtain some ol
the positions they already held at the
high levels, and to force Deng to
drop a few of his elderly supporters
such as General Wang Zhen and
Song Rengiong, they were unable in
almost all cases to promote their own
protégés into the Politburo and Sec-
retariat. To be sure, Yao Yilin, a fol-
lower of Chen, was promoted from
alternate to full Politburo member,
but he lost his position on the Sec-
retariat, Chen Muhua, another re-
puted protégé of Chen Yun who was
recently transferred from her posi-
tion as head of the Ministry of For-
cign FEconomic Relations and Trade
to head of the People’s Bank of
China, failed to be promoted from
alternate to full Polithuro member,
despite her recent prominent advo-
cacy of tighter fiscal and monetany
policy.

The limits 1o conservative influ-
ence bode well for the long-term via-
bility of gradual economic reform.
The economic reform policy was
emphatically upheld by the confer-
ence, and should be reinforced by
the principles of the Seventh Five-
Year Plan (1986-1990), which was
also on the agenda. The plan’s output
targets, released at the conference,
include 1 billion tonnes of coal by
1990, 550 billion kilowatt-hours of

clectricity, 150 million tonnes of

crude oil, and 44 million tonnes of
steel products, all of which imply an-
nual growth rates in the 4-7 percent
range, consistent both with recent
performance and with the annual 7
percent target for combined agricul-
tural and industrial growth in the
five-vear period. All of this suggests
that the apparent retrenchment on
the economic front since the middle
of this vear is likely to be both short-
lived and of hmited scope. Only a ma-
jor turn for the worse in the economy
is likely to derail the reform move-
ment, although pressure from con-
servatives will always aftect its pace,
and differences will arise in the
course ol implementing specihic mea-

SUres.

Long-term implications
g

While the five-year plan and the
shift of personnel in the Polithuro
and Secretariat have attracted the
most attention, the turnover in the
Central Committee will be equally
significant in the long run since 1t
provides the power base for future
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leaders. Fifty-six of the 210 positions
on the committee changed hands at
the conference, and the new name
list accurately reflects the current in-
stitutional balance of power, as well
as the future leadership cadre. Al-
most half of the new members are the
recently appointed heads of provin-
cial governments and Communist
Party committees: all provinces are
represented. Almost all State Council
ministers are on the Central Commit-
tee as well, although some only as al-
ternate members, Interestingly, cer-
tain retired ministers—including
Gao Yangwen (coal), Tang Ke (petro-
leum), and Li Dongye (metallurgy)—
are stll Central Committee mem-
bers, suggesting that they haven't lost
all their political clout yet.

Eleven members of the military
were promoted to the Central Com-
mittee, fewer than the number that
retired from it Several figures associ-
ated with the public security appa-
ratus were |)|nmul(’(l. a8 were some
Party functionaries—though most of
the important ones were already on
the Committee—and a couple of out-
standing scientists for symbolic pur-
IHI.\('HA

One of the more remarkable facets
of this shift is the extent to which the
voung successors happen to be the
sons and daughters of the old revolu-
tionaries they are replacing. Indeed,
this trend was apparent regardless of
the old timers™ political orientation.
For example, Retired Army Marshal
Ye Jranving's son Ye Xuanping is now
a Central Committee member and
governor of Guangdong. Ding
Henggao, the son-in-law of ex-Polit-
buro member Marshal  Nie
Rongzhen, is another newly pro-
moted Central Committee member.
He has inherited his father-in-law’s
position as czar of the military indus-
ty. Li Tieving, the new minister of
Flectronics, is another new Central
Committee member and son of one
ol the founders of the Communist
Party. The prominence of such peo-
ple has led cynics to call the new
Communist Party a “‘party of
princes.”

But these “princes,” il nothing
clse, underscore the theme of con-
timuity that underlies the conference.
This conlerence will be remembered
for further sealing the transition
from revolutionary China to one fo-
cusing on modernization and eradi-
cation of problems inherent in a so-
clalist system. £
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Setting Up Shop in Shanghai

A 16-step primer Jor foreign business representatives

n estimated 1,300 foreign-

ers reside in Shanghai to-

dayv, including more than

2050 American business
people, diplomats, students, and for-
cign experts. Shanghai is and has
long been an alluring city for foreign
businesses. Ofhicially opened to for-
eign trade in 1843, the city’s foreign
commercial presence still falls short
of the pre-1949 situation, but it is
catching up. In 1935 Shanghai listed
19 major foreign banks—today there
are 16, With renewed prospects for
trade and investment in the munici-
pality and throughout the Yangtze
River economic region, Shanghai is
once more becoming an interna-
tional business center. In some cases,
foreign firms set up a branch office
in Shanghai to complement their ex-
isting operations in Beijing. Others,
particularly traders and consumer
goods exporters, find Shanghai the
most centrally located and easily ac-
cessible base for China-wide opera-
Hons.

By Late 1985 more than 180 for-
cign representative offices were reg-
istered in Shanghai. according to the
Shanghai Administration of Industry
and Commerce. Of these firms,
about hall are Japanese, 17 percent
are American, 12 percent are from
Hong Kong, and the remainder are
West German, Briush, French, Swed-
ish, Danish, Canadian, and Thai.
However, the oflicial numbers are
misleading in that they do not in-
clude oil companies or some airlines,
banks, and trading and service com-
panies. Furthermore, several catego-
ries of foreign companies are not re-
quired 1o register under current
regulations: those in a joint venture
with a Chinese pariner, those that are
wholly owned subsidiaries of foreign
companies, those established in
Shanghai before 1949, and those do-
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Carolyn L. Brehm

ing business under a bilateral agree-
ment. When all of these are consid-
ered, there are actually more than
250 foreign companies that now
claim a presence in Shanghai (see
page 14).

OFFICE REGISTRATION
Official procedures for registering
an ofhee in Shanghai are similar to
those required inall Chinese cities
except those in Guangdong Province
and the special economic zones. They
are outlined in the 1980 “*Provisional
Regulations of the PRC Concerning
the Control of Resident Offices of
Foreign Enterprises’™ and the 1983
“Procedures for Registration and
Administration of Resident Repre-
sentative Ofhices in China of Foreign
Enterprises.”
pal government outlined several spe-
cial provisions governing represen-

I'he Shanghai munici-

tative offices in its jurisdiction in an
April 1982 notice.

Find a sponsor. A company seek-
1 ing to set up a Shanghai office
must first find a Chinese organiza-
tion to sponsor its application. The
choice of a Chinese sponsor can be
an important decision—particularly
in Shanghai, where powerful Chinese
corporations can help obtain scarce
office space and living quarters. The
most likely candidate 1o sponsor reg-
istration is the foreign company’s pri-

Carolyn 1. Brehom is divector of China
operations for General Motors’ subsid-
iary Motors Trading Corporation
(MTC). She moved to Shanghai in June
1984 to set up MTC's Shanghai office.
As former divector of Business Aduvisory
Services at the National Council, Ms.
Brehm was a frequent contributor to The
CBR. The author s grateful to the US
Foreign Commercial Service i Shang-
hai for providing background materials
incorporated in this article,

mary business partner, whether it be
a factory, import—export corpora-
tion, industrial bureau, or the Shang-
hat Investment and Trust Corpora-
tion (SITCO). The following items
should be presented to the sponsor:
P A letter of application signed by
the president or general manager of
the corporation outlining the pur-
pose ol the othcee.
P A notarized letter of appointment
authorizing the foreigner to repre-
sent the company in Shanghai.
P A briet biography and two photos
of the resident representative.
P A copy of the firm’s business li-
cense or certificate of incorporation.
P A bank letter verifying the compa-
ny's financial standing or a copy of
the most recent annual report.

Get approval to register. Once the

application and related paper-
work are submitted, the Chinese
sponsor moves the paperwork
through the bureaucracy. Previously
all representative offices had 1o be
approved by the appropriate central
ministries in Beijing. Certain compa-
nies must still seek approval from
central authorities: banks and insur-
ance companies from the People’s
Bank ol China, aviation companies
[rom CAAC, and ocean shipping op-
erators and agents from the Ministry
of Communications. But new regula-
tions issued in November 1984 allow
for a streamlined process whereby
the Shanghai representative of the
Ministry of Foreign Economic Rela-
tons and Trade (MOFERT) can ap-
prove most applications locally.
Shanghai officials claim that these
applications can be processed in a
week or less, but recent experience
indicates that even local approvals
still take one to three months if not
nursed through the system.

Once approval is granted by the lo-

cal or central authorities, the Shang-
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hai Municipal Government Foreign
Economic Relations and Trade Com-
mission issues a certificate of permis-
sion to register. A loreign company
has 30 days 1o complete registration
procedures once it has received this
certihcate. Completing the process
casily takes a week of running from
othce to ofhice, taking care of the fol-
In\\‘illg steps:
Locate office space. Most compa-
nies do extensive research on
available space prior 1o registration
by calling or visiting the buildings
sanctioned 1o rent ofhice space (see
chart on page 16). In theory, one
cannot register without a permanent
office address—but neither can one
rent othce space without being regis-
tered. Most hirms must find a way
around this bureaucratic catch-22
since all registration forms submitted
to the various agencies require the
representative office to state its per-
manent, approved ofhce address. In
some cases, firms are able to hold
space inan authorized building until
registration is approved, or convince
an unauthorized building 1o rem
them rooms that serve as makeshif
otfices until they can move to a sanc-
tioned building.
Register and pay fee. The Shang-
hai branch of the State Adminis-
tration ol Industry and Commerce
(SALC) supplies the actual certificate
of registration after vou present
them with vour certificate of permis-
sion to register (see Step 2). This reg-
istration certificate and a resident
representative booklet are in turn
used at the other Shanghai agencies
during registration. The registration
fee is ¥600, or approximately $200.
(The othcial exchange rate on No-
vember 12, 1985, was ¥3.19/$1.00.)
Apply for visas. The Shanghai
Public Security Bureau's division
for foreigners provides a household
registration booklet and six-month
multiple entry visas for the foreign
representative(s) and family mem-
bers. Visa extensions are granted ev-
ery six months by the bureau as long
as office registration is valid.
Register and pay tax. Represen-
tative ofhices must register at the
Shanghai Tax Bureau. They must
provide a leter from their head ol-
fice and/or a pay stub to verify their
personal income for individual tax
I'hey must also provide a
description of othce activities so the
Tax Burcau can determine the of-

Purposces.

hee's tax status.

Register with Customs. Register

vour office at Shanghai’s Cus-
toms House, and ofhcials will lTater
grant duty-free entry of office furni-
ture, equipment, and personal el-
fecrs, You must file forms detailing
the type, brand, and value of the
items to be imported (see Step 14).

Open bank accounts. Stop at the

Bank of China’s main branch or
the Huaihai sub-branch to open com-
pany checking and/or deposit ac-
counts in RMB or US dollars.

Visit Shanghai FESCO. Inform
9lhc local othice of the Foreign
Service Company ol your projected
statfing needs. FESCO controls the
hiring of local employees and can
also help secure office and living
\Ilill €.

Keep registration current. On
.l reaching the end ol the bu-
reaucratic maze of registration, there
is comfort in knowing that registra-
tion is valid for three vears. But you
must renew registration annually.
Fach ofhice must submit a report and
¥300 within 30 days belore the anni-
versary of its registration. The re-
port, in both English and Chinese,
should describe ofhice acuvities over
the past year and detail the contracts
signed and projects negotiated.
When the initial three-year registra-
tion period expires, the entire appli-
cation procedure must be repeated
to extend registration.

Making office changes. To
I change the number of foreign
resident representatives in Shanghai,
or register a new ofhce address, ap-
ply to SAIC and pay a ¥100 fee.

AFTER YOU REGISTER

The successtul registrant is now
ready to tackle the remaining matters
necessary to open a business office,
1 Hire local staff. The hiring ol

local Chinese emplovees to
statt Shanghai offices 1s ughtly con-
trolled by the Shanghai branch of
FESCO. Ofthce assistants, secretaries,
drivers, cooks, maids, and technical
personnel cost from ¥800 to ¥ 1,500
per month depending on the candi-
date’s qualifications. Employees re-
ceive a percentage of the fee as
wages, FESCO selects the candidates,
and the hiring company has the
opportunity o interview, approve
the selection, or request another ap-
plicant.

FESCO requires the foreign com-
pany to sign a one-year employment
contract guaranteeing compensa-
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tion, sick leave, vacation, overtime,
and pavment for missed meals. Anin-
crease of at least b percent must be
paid to FESCO alter the Chinese em-
plovee’s first year. The contract also
gives the company the right of dis-
mussal in the event that the local statt-
er’s work proves unsatisfactory,

Foreign rep offices report the
quality of Shanghai FESCO's person-
nel 1o be fairly good, but periodic
shortages of qualified candidates can
cause delavs in adding othce staff.
Hiring local employees directly with-
out going through FESCO is currently
atopic ol heated debate between for-
cign companies and the Shanghai au-
thorities. Companies that have suc-
ceeded in hiring stafl outside the
FESCO monopoly have done so only
alter arduous negotiations and the
intervention of highly placed Tocal of-
ficials. These companies continue to
face bureaucratic opposition foi
circumventing the FESCO system.

Qualihed office workers are also
available on a temporary, part-time,
or full-time basis from the Jinjiang
Service Center for Overseas Traders
(SCOT). Fees vary according to the
services performed. SCOT theoreti-
cally furnishes only temporary per-
sonnel, although SCOT employees
have been known to work for the
same firm for a year or longer.

Install telex and telephones.
1 I'he Shanghai Telegraph Bu-
reau handles installation of telex ma-
chines. Normally there is a one- 1o
two-week wait between applying for
service and installation. The bureaun
provides customers with a modern
Philipps Pact 200 machine. Installa-
tion fees vary from building to build-
ing, but average about ¥1,500. A
two-year telex machine rental fee,
paid up front, costs ¥8.240. After
two vears, an equipment rental fee of
¥ 205 is charged per month. In addi-
tion to the cost of sending telexes, a
monthly fee of ¥37.50 is charged o
use ol the telex hne.

Companies are discouraged from
mmporting their own telex machine,
If they do, the Shanghai Telegraph
Burcau becomes owner of the ma-
chine and charges a rental fee. Most
offices come with at least one exten-
sion phone tied into the building
switchboard. since they are generally
under hotel management and
equipped like a hotel room. How-
ever, direct line phones are a neces-
sity ina city where 50 percent of local
phone calls do not connect. The
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ESSENTIAL CONTACTS FOR
OFFICE REGISTRATION

Shanghai Special Representative of the Min-
istry of Foreign Economic Relations and
Trade (MOFERT)

1333 Nanjing Xi Lu

Tel: HR2087

Shanghai Municipal People’s Gov't Foreign
Economic Relations and Trade Commission
New Ofhee Building

33 Zhongshan Dong Yi Lu

Tel: 232220

State Administration for Industry and Com-
merce (SAIC), Shanghai Branch

Dongfeng Hotel Room 303

3 Zhongshan Dong Yi Lu

Tel: 218060, ext. 303

Shanghai Public Security Bureau, Division
for Foreigners

210 Hankou Lu

Tel: 215380

Shanghai Tax Bureau, Foreign Affairs Sec-
tion

60 Jiujiang Lu

Tel: 219610 ext. 159

General Customs of the PRC, Shanghai
Branch

13 Zhongshan Dong Yi Lu

Fourth Floor

Tel: 215529

Bank of China, Shanghai Main Branch
23 Zhongshan Dong Yi Lu
Tel: 217566

Telex: 33062 33063 BOSCH CN

Huaihai Sub-branch:
Huathai Zhong Lu
Tel: 312011

Shanghai Foreign Service Corporation
(FESCO)

New Ofhce Building

335 Zhongshan Dong Yi Lu, Room 403

Tel: 232200

Branch Office: Jinjiang Club
58 Maoming Nan Lu, Room 58151
Tel: 582582, ext. 58151; 315499

Jinjiang Service Center for Overseas Traders
(SCOT)

Jinjiang Club

H8 Maoming Nan Lu

Tel: 582582, ext. 671; 370115, ext. 671

Branch office: Union Building
100 Yan'an Dong Lu
Tel: 264006

Shanghai Telegraph Bureau
34 Nanjing Dong Lu

Tel: 211130

Telex: 33006 (SITSR)

Shanghai Telephone Bureau
232 Jiangxi Zhong Lu
Tel: 288090

Shanghai Long Distance Telephone Bureau
934 Nanjing Xi Lu
Tel: 581567

Sovrces: US Consulate General Shanghai,
Shanghai Administration of Industry and
Commerce, and author’s research
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Shanghai Telephone Bureau charges
¥ 100 toinstall direct phones for local
SCTVICE.

To make long distance calls, for-
cign offices must apply to the Shang-
hai Long Distance Telephone Bureau
for an account number for domestic
and international calls. Some ex-
changes already offer direct dialing
1o several Chinese cities, the United
States, Japan, and Hong Kong, and
widespread direct dial service is ex-
pected within the next vear.

Import office supplies. Rep of-
14 fices in Shanghai benefit from
the more lenient customs regulations
granted to China's “open’ cities. In
addition to office equipment and
supplies, foreign companies can im-
port duty free one vehicle and per-
sonal etfects. Goods must be 1m-
ported within six months of the
Customs Bureau's approval of the
application. Only one application can
be made to import personal belong-
ings, but there is no limit on the num-
her of applications for import of of-
fice-related goods. Shanghai customs
officials have a reputation for ethi-
ciency and for being generally help-
ful to resident foreigners.

15Rent an office car. Resident
representative offices can

hook an offhice car for long-term use
from any one of Shanghai's larger
taxi companies, such as Friendship
Taxi, Overseas Chinese Taxi, and
Shanghai Taxi Company. Shanghai
FESCO recently started its own fleet
specifically 1o serve this market.
Rates for cars from the various cab
companies are comparable. FESCO
ofters a newly imported Japanese se-
dan for approximately ¥ 1,500 rental
fee per month, with the driver's sal-
ary an extra ¥H00 per month.
Locate living space. Once your
1 office is taken care of, you
must still compete with the brisk
tourist trade in Shanghai for a place
to spend the nights. Permanent busi-
ness reps living in Shanghai hotels
are downright unpopular with most
hotel managers, and can find them-
selves bumped into the street with lit-
tle notice when an important State
visitor and entourage come 1o townn.
The majorinty ol foreign business
residents live at the Jinjiang Hotel,

Jing'an Guest House, Shanghai Ho-

tel, Shanghai Mansions, or the Peace
Hotel. A number of families also live
at the Cypress Hotel Villas.

A handful of Tucky foreigners have
managed (generally through connec-

tions) to secure living space in quiet,
secluded guest houses such as the
Dong Hu, Ruijin, and Dingxiang.
The Aijian apartments near the
sports stadium in south Shanghai
house a few resident representatives
and thenr families. The Hengshan
Hotel, a long-time favorite for its

AMERICAN COMPANY

*=Registered representative office

(JV)= Joimt equity venture with PRC entity
according to Chinese sources

Current through October 1985

ACE LUGCAGE AND BAGS CO.LTD. (JV)
*AEG-TELEFUNKEN CHINA LTD

*AIKU KABUSHIKIRAISHIYA

A ELECTRONIC TECHNOLOGY CO.LTD. (JV)
A OPTICAL MANUFACTURING CO. (JV)
*ALOKA CO.LTD

AMERICAN BUREAU OF SHIPPING

*ASAHI TEADING CO. LTD

*ASSOCIATED MERCHANDISING CORP.
“BANK OF AMERICA

BANK OF FAST ASIA

*BANK OF TOKYO

*BANQUE INDOSUEZ

*BANQUE NATIONALE DE PARIS

*BANQUE DE PARIS ET DE PAYS BAS
*BAYER CO. LTD

*BBC BROWN BOVERI LTD

BEST WOOL TEXTILE CO. LTD. (JV)

BINNIE AND PARTNERS PTY. LTD

BOHAI RACAL

*BONICO LTD

*BRAMBILLA-COGROS SA

BRITISH PETROLEUM DEVELOPMENT LTD.
*CARTEGENA INDUSTRIAL CO. LTD

CAST COMPUTER PRODUCTS CORP. (JV)
CAST SOFI'WARE TECHNOLOGY CORP. (JV)
CATHAY PACIFIC AIRLINES

C-E INTERNATIONAL

*CHALON CO.LTD

CHARTERED BANK

CHEVRON AND TEXACO ORIENT

CHINA INTERNATIONAL LEASING CO. LTD. (JV)

*CHORI CO.LTD

*CIBA-GEIGY (HK) LTD

CINDIC HOTEL INVESTMENT CO., LTD
“CITIBANK, NA

CLUFF OIL P1LC

*COOPERS & LYBRAND

*COSA CO.LTD. (HK)

*CROCKER PACIFIC TRADE CORP.

*DALICHT KANGYO BANK, LTD

*DAIWA HOUSE INDUSTRY CO. LTD

DA JIANG CO. LTD. (JV)

*DELOTTTE HASKIN & SELLS

*DENTSU INC,

*DETAU INC

*DIAMOND SHAMROCK

*DIGITAL EQUIPMENT CHINA LTD.

SDODWELL CHINA DIVISION

DONGHUA CONTAINER REPAIR & GENERAL
SERVICES CORP (JV)

*DORBEN LTD

“EAST ASIA IMPORT AND EXPORT CORP.

*EAST ASIATIC CORP

EASTERN COMPUTERS INC.,

EBASCO

EXCEL-UNITED €O

“FIRST NATIONAL TRADING CO. LTD.

*FORT TRADE & DEVELOPMENT CORE LTD.

*FRAMCO MANUFACTURER CO., LTD,

*FUJI BANK LTD

FUTONG CO. LTD. (JV)

GAN LIN BEVERAGE LTD. (V)

INC.
“GENERAL MOTORS TRADING CORP.

CHINESE-POLISH JOINT STOCK SHIPPING CO. (JV)

DAHUA DECORATION & ENGINEERING CO.LTD. (JV)

“GENERAL ELECTRIC TECHNICAL SERVICES CO.
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spacious apartiments with kitchens, is
partially closed for a vear-long ren-
ovation that began last summer.,

The Yandan Apartment Building,
the first
apartment towers, opened in Octo-
ber 1985, Space has already been

ol several new residential

purchased by local Chinese organiza-

tions and by overseas Chinese. They,
in turn, are renting them to foreign-
ers [or ¥6,000 1o ¥7,000 a month, or
providing them as expatriate housing
under contract obligations in which
the Chinese side is required to fur-
nish living quarters.

Construction of new hotels is un-

derway but won't solve the current
crunch for several years, The 1,000-
room Huating Hotel across from the
sports stadium in east Shanghai, ten-
tatively scheduled 1o open in early
1986, will be managed by Sheraton
Hotels. The Jing'an Hilton should
open in TO987, as should the Jinjiang

FOREIGN COMPANIES REPRESENTED IN SHANGHAI

*GERMANISCHER LLOYD

*GOBANKEN

GRACEFO SHOE MANUFACTURING LTD. (JV)

*GRAPHICS INTERNATIONAL (HK) LTD.

GREAT WALL LEATHER LTD. (JV)

GREAT WALL ZIPPER CO. LTD. (JV)

GREAT YANGTZE TRAVEL CO. (JV)

*GUNZE SANGYE INC.

*HAIBIN INTERNATIONAL CO. LTD

HAL MAO ENGINEERING CO. (JV)

HERALD PLASTIC PRODUCTS CO. LTD. (JV)

*HERBERT KEES (CHINA) LTD

*HIGHGROVE LTD

SHITACHI LTD.

HONGRONG AND SHANGHAT BANKING
CORP

HONGQIAO ASA HATA EMBROIDERY FACTORY (JV)

HONEYWELL

HU XING ELECTRONICS CO. LTD. {(JV)

HUA DE PLASTICS CORP LTD. (JV)

HUA DING ARCHITECTURAL DECORATING CO
LID. V)

HUI FENG CO. LTD. (JV)

*HUTCHINSON CHINA TRADE HOLDINGS

“IBM CHINA

*INDUSTRIAL BANK OF JAPAN

INT'L. PAINT, KAILING PAINT
CoO. (V)

SINTERNATIONAL TECHNOLOGY DEVELOPMENT
CORP.

TG OLYMPIC

*CLITOH & CO. LTD

*ITOMAN & CO. LTD

*IWATANT & CO. LTD

JAPAN AIR LINES

*JAPAN-CHINA ASSN OF ECONOMY AND TRADE

JARDINE, MATHESON & CO.

*JEBSEN & CO. LTD

JIN CANG MANDARIN HOTEL (JV)

JINJIANG SHANGRILA COFFEE HOUSE (JV)

JINSHAN UNITED INDUSTRIAL CO. LTD. (JV)

“JMIINTERNATIONAL INC.

*KAJIMA CORP.

*KANEMATSU-GOSHO LTD

“KARL MAYER

KOBE YOKO BOEKI CO. LTD

*KODAK (CHINA) LTD.

SROWA CO. LTD

*KRESGE-K MART LTD. (FAR EAST)

*KRUPP INDUSTRIETECHNIK

*KUMAGAL GUMI CO. LTD

SKYOELSHOJ CO.LTD

*KYOKUTO SHOKAL CO. LTD

*LIZ CLAIBORNE INTERNATIONAL LTD.

LLOYIYS REGISTER OF SHIPPING

*LONG-TERM CREDIT BANK OF JAFAN LTD

*LURGI GESELISCHAFTEN

*R. H. MACY CHINA LTD.

SMANNESMANN DEMAG

*MANUFACTURER'S HANOVER TRUST CO.

*MARUBENI CORP

“THE MAT COMPANY LTD

SMATSUMURA ITOMISE CO. LTD

*MATSUSHITA ELECTRIC CO.

MAUNSELL /PAK-POY AND KNEEBONE

MCCUTCHEN, DOYLE, BROWN & ENERSON

MCDONNELL DOUGLAS

*MEIWA TRADING CO. LTD

*C. MELCHERS & CO

*MITSUBISHI BANK

SMITSUBISHI CORP

SMITSUL BANK LTD

*MITSUI & CO. LTD

MANUFACTURING

SMITSUL ENGINEFRING & SHIPBUILDING

SMIYAMOTO SANGYO KAISHA CO. LTD

*MOISEN H & CO.(HK) LTD

*MYER OVERSEAS PIY. LD

SNATIONAL MATSUSHITA ELECTRIC TRADING CO.
LD

*NANCO ELECTRONICS SUPPLY LTD

NEW ASIA TRADING CO. LTD

NEW RAINBOW BLEACHING & DYEING FACTORY
LID. (V)

ENICHIBO CO.1LTD

SNICHIMEN CO. LTD

*NIHON CO. LTD.

“NIKE INC,

ENIPPON EXPRESS CORPORATION LTD

*NIPPON STEEL CORP

*NISSHO WAL CORP

*NISSIN TRANSPORTATION & WAREHOUSING CO
LTh

SNITTO ELECTRIC INDUSTRY CO. LTD

*NOMURA TRADING CO. LTD

*NORTHWEST ORIENT AIRLINES

OKANAGAN HELICOPTERS LTD

*ORAYA & CO.LTD

*0O.S. INTERNATIONAL

*OTTO WOLFF INDAG

*OVERSEAS TRADING CORP.

*PACIFIC DELIGHT TOURS INC,

PACIFIC LEASING CORP (JV)

PACIFIC SHANGHAL HOTEL CO. LTD. (JV)

“PAN AMERICAN WORLD AIRWAYS

*PENINSULA INDUSTRIES

*PENTGOOD LTD

PERKIN-ELMER

POLYMOLD-JIAOTONG CORP. (JV)

*POIYTEK ENGINEERING CO. LTD

*QUELLE (FAR EAST) & CO

RACAL SURVEY

*RYODEN MACHINERY (HK) CO

*RYOSAN TRADING CO.LTD

*SAKYU INC

*SANSHIN ELECTRONICS CO. LTD

*SANWA BANK

*SANYO ELECTRIC TRADING CO

SENTINEL SHIPPING CO

SSENYO KOGYO CO. LTD

SHANGHAT AIR CATERING CO. LTD. (JV)

SHANGHAL APONG REALTY AND INVESTMENT
CORP (V)

SHANGHAT ASIA HOTEL CO. LTD. (JV)

SHANGHAI BELL TELEPHONE EQUIPMENT MANU-
FACTURING CO. LTD. (JV)

SHANGHAI CABOT HARDFACING CORP. LTD. (JV)

SHANGHAL CORNING ENGINEERING CORP. LTD.
AL

SHANGHAIL COSFRA LTD. (JV)

SHANGHAI FOXBORO CO. LTD. (JV)

SHANGHAL INTL AIRPORT HOTEI (1A%

SHANGHAL INTERNATIONAL CONSTRUCTION AD-
MINISTRATION CORP. (JV)

SHANGHAL INT'L REALTY CO. LTD. (JV)

SHANGHALINT'L TRADE CENTER LTD. (JV)

SHANGHAI OFFSHORE PETROLEUM ENGINEER.
ING CORP. (JV)

SHANGHAI MANTAN UNITED INDUSTRIAL CORP.
[1)]]

SHANGHAL PIGEON DENTAL
gvi

SHANGHATL SAHIN INC. (JV)

SHANGHAI-SCHINDLER ELEVATOR CO. (JV)

SHANGHAI WANG AN COMPUTER DEVEL. CORP
aw

SHANGHAL YOUTH MANSION (JV)

MATERIAL CO. LTD

SHANGHAL ZAPATA-HOULDER MARINE SERVICE
CORP LTD. (JV)

SHENDA SHIPPING SERVICE CO. LTD. (JV)

SHEN HE FASHION CO. LTD. (V)

SHEN LIAN CONSTRUCTION AND DECORATION
COLTD. (V)

*SHIMADZU CORP.

*SHINSHO CORP

*SHRM CHINA SHANGHAL CO. LTD

SHUI ON CONSTRUCTION LTD. (JV)

*SIBER HEGNED AND CO. (HK) LTD

*SIEMENS A-E

*SINGAPORE AIRLINES

SINO-AMERICAN SQUIBB PHARMACEUTICALS
LTD. (JV)

*SMS SCHLOEMANN-SIEMAG AG

*SOCIETE GENERALLE

*SPERRY CHINA

SSUMITOMO BANK

*SUN HUNG KAL (CHINA) LTD

*SWIRE MACLAINE LTD

STAIYO GYOGYO

*TAIYO KOEK]I CO.LTD

*TAKASAGO PERFUMERY CO. LTD

SM-CHINA LTD.

SM-SHAMASH

TIAN GOU TEXTILE CO. LTD. (JV)

*TOKAL BANK LTD

*TORKO BUSSAN CO. LTD.

*TOKYO BOEKI CO. LTI

*TOKYO MARUICHI SHOJI CO. LTD

STOMED TRADING CO.LI'D

TOMY KOGYO CO. LTI

TOTAL PAPER PRODUCTS CO. LTD

STOYO MENKA KAISHA CO.LTD

*TOYO TRUST AND BANKING CO. LTD

STOYODA TSUSHO KAISHA CO. LTD.

Dl eTp

*UNISON INTERNATIONAL CORP.

UNIT RIG & EQUIPMENT CO.

*UNITED BUSINESS INTERNATIONAL INC

UNITED ELECTRONICS ENGINEERING CO. LTD,
v

UNITED LEASING CO. LTD, (JV)

UNITED TECHNOLOGIES, PRATT AND WHITNEY
DIVISION

UNITED TIMBER INDUSTRIES CO. LTD. (JV)

UNITED WOOLEN MILL LTD. (JV)

UNIVERSAL TOYS CO. LTD. (JV)

UTEX INTERNATIONAL CO. LTD.

VETCO DALONG OFFSHORE OIL EQUIPMENT
CORP. (JV)

*WAKO ROEKI LTD

*WANG COMPUTER (CHINA) LTD,

*WESTERN JAPAN TRADING CO. LTD

*WESTINGHOUSE ELECTRIC CORP.

*WOGEN RESOURCES LTD

*WUNSCHE HANDELSGESELLSCHAFT

*XEROX LTD.

XING-ZHONG SHOE CO. LTD. (JV)

*YAGIE TSUSHO CO. LTD

YAOHUA PILKINGTON GLASS CO. LTD. (JV}

*YAT TAT TECHNICAL SERVICES

Y1 LIAN TEXTILE FACTORY (JV)

*YUGEN KAISHA SHINYA TSU SHOO

*YOROGAWA HOKUSHIN ELECTRIC CORP.

ZHOUTUNG-TARZAN PHARMACEUTICALS LTD. (JV)

SOURCES: Shanghai Admimistration ol Industry and
Commerce; China Economic News, Hongkong and Shang-
hat Bank, US Consulate General

Compiled by Carolyn L. Brehm

The China Business Review/November-December 1985

15




Hotel extension and Garden Hotel
project behind the Jinjiang Club.

Fully contamed  office-apartment
complexes under construction in-
clude the Ruijin Building and Shang-
hai Centre. The former will feature
204 offices and 42 apartments. On a
larger scale, Atlanta-based Portman
Associates” Shanghai Centre will in-
clude an office tower and apartments
among its many planned fac ilities (see
The CBR July-August 1985, page
44).

IS IT WORTH IT?

In the next two years, living and
working conditions for resident rep-

resentatives in Shanghai may actually
deteriorate before they improve, Of-
fice space will be at a premium as
traditional Shanghai buildings are
torn down or closed for renovation.
Ever growing numbers of business
people and tourists will continue o
overtax Shanghai’s scarce facilities.
Prices for hotels, office space, and
services will continue to climb at a
rate of 20 percent or more per year.
But unlike Beijing, spiraling prices
will not be made up for with
improved services and facilities in
the near term. Amenities enjoyed by
forcigners in Beijing and Guang-
zhou, such as supermarkets and deli-

OFFICE SPACE IN SHANGHAI

catessens with imported foods and
bakery items, health clubs, and
authentic Western restaurants,
will come to Shanghai only
with the advent of joint venture
hotels.

Nevertheless, conditions for resi-
dent representatives should improve
dramatically by 1988, Representative
ofhices set up in Shanghai during the
lean years between now and then will
have a head start in China’s major
industrial and commercial city. For
most companies, the frustrations in-
volved in establishing an office pres-
ence are likelv to be worth it in the

long run. .

Office space in Shanghat is extremely tight compared to Beyjing, wheve foreign companies now have access to a growing range of new facil-

ities. Until 1988 when the space erunch in Shanghai will be alleviated by several new complexes, companies must continue to compete for the

city's limited facilities.

Only cortain buildings ave approved by Shanghai authorities to house foreign representative offices, as opposed to comparatively free-
wheeling Beijing. Also unlike Beijing, Shanghai municipal regulations Jorbid foreign vepresentatives from living in the office, thus

requiring a company to vent al least two separate rooms. A few fortunale companies managed to rent villas in guest house compounds for com-

bination offices and apartments, but generally these arvangements were negotiated several years ago when Shanghai had fewer foreign

vesidents and was more flexible with office registrations.

As of September 1985, representatives could set up offices in only the following seven locations sanctioned by the Shanghai Foreign Service

Corporation:
Average Terms and
Facility RMB Price room size availability Comments
Cypress Horel Villas 2-BR 3-BR villa: Discount available. Two-vea Suburban development of pre-
2410 Honggrao Lu ¥360 /dan 130 m#* lease. No space available, but fabricated 2-story houses near
3-BR: new houses under construc- the airport on the former Sas-
¥4 10/ day tion to open by end of 1985 soon estate. There are some ol-
fices in the villas. The rest are
busimess and diplomatic resi-
dences
Dongleng Hotel I room: N/A Limited space available, No I'he former Shanghai Club, this
3 Zhongshan ¥R0 /day parking. hotel is an older building with

2-room suite:

¥1H0-¥ 160 /day

Dang Yi lLu

1- and 2-room suites overlook-
ing the Huangpu River. Conve-
nment location on Bund

International Club ¥2.91 /m?/day

65 Yanan Xi Lu

2oroom suite: H-
Ho m? No space available.
S-room surte: 90

One-year lease, No discounts.

Only 2- and 3-room suites. The
building may be demolished o
make way for a new hotel.

I room:

FOO /day
2oroom suite:
¥220 /day

Jingan Guest House
370 Huashan Lu

F-room: 64m?
Zoroom suite

128m* new appheations,

Discount negotiable. No long-
term leases. Not accepting

Located close 1o the Interna-
tional Club, the Jing'an is a
cozy, older hotel

Jinjang Club ¥2.70/m*/day
Office Buildings

58 Maoming Nan Lu

1 room: 24.5m%;
2oroom suite:
HOm?,

S-room suite:
74m?

One-vear lease. No discounts
Very limited space available.

Buildings No. 3 and 4 house a
large number of foreign of-
fices. The Jinjiang Hotel,
across the street, houses some
foreign ofhces, but most will
soon move to the Union Build-
mng

Joroom sulle:
¥ 180/ day
J-room suite
¥ /day

Shanghar Mansions
20 Suzhou Ber Lu

Zoroom suite:

fice space

Discount negotiable. No new
H8m? applications accepted for of-

Recently renovated, this old
hotel lies at the north end of
the Bund. Some ofhees are
here temporarily while waiting
to move to the Union Building.

Monthlv rates:
4th-7th th:
¥ol m#
8th-12th 1l
¥oo, m*
13th-17th 1
¥Os,/m?
18h-27th (h
¥70/m?

Union Building
100 Yan"an Dong Lu

According to ten-
ant’s specs

Space available

Utilities extras Minimum 2-
vear lease. Cleaning services
extra. Raw space must be fin-
ished, decorated by tenant

Shanghai’s only high-rise ofhce
complex, the Union Building
opened in July. By September

t had a 60 percent occupancy
ate. 1 as located on the Bund
near Shanghai’s foreign trade
corporations and trade offices
Very hmited parking.

Sovrce: Portman and Assocites, author's rescarch
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China MacroeconomicC

Customized and Confidential Research

Are you tired of consultant reports which come back with
no tables and an out-dated summary of information you
already know?

If you need a special study, RCR's resources and on-going
coverage ensure analysis with the most recent trends and details.
RCR's data banks, library and access to official and unofficial
materials would be difficult and expensive for any group to match.
Its contact and constant interaction with the best China analysts
in government, academia and international agencies ensures its
familiarity with a wide variety of expert viewpoints. RCR's

professional missions to rural and urban China regularly monltoh,""" |
? \ 8 "T he Rock Creek Research staff of economists compiles its data

actual developments. No other research group offer \ '*’w
remarkable combination of preparattonrshﬂsﬂi s& %
Recently completed Rock Creek rgh inchy

f'China's ceal industry for the Joint

* amajor ¥.0
Committeeof Congress
w- i'fhme‘paﬂ report on China's pastoral livestock for the
" World Bank
* data banks and a macroeconomic model for the U.S. Air Force

* a long-term impact study of chemical fertilizer in China

For superior studies on China's economy, contact Rock
Creek Research.

[[1 YES | need toknow China's latest statistical time series—
the trends they form and what they mean. Please
send me a sample copy of the Rock Creek Research
China Macroeconomic Newsletter for my review.

1 year subscription (24 bi-weekly issues) US $185
2 year subscription (48 bi-weekly issues) US $345
Overseas postage—add US $15.50 per year

[C] YES | want to know more about the Rock Creek Research
China Projection Report, a comprehensive review and
realistic forecast of China's current economic trends.
Please send me sample page exhibits illustrating the
discussion, statistics and graphs projecting China's
economy to 1990 and beyond.

Fall 1985 US $175
Fall 1985 and Spring 1986 US $295

| often use specialized research on China. Please tell
me more about Rock Creek Research's ongoing
analysis, resources and uniquely qualified team of
experienced economists.

l-———[:—————————————-
:

Newsletter

Professional review and analysis of
the most current statistical trends in
China’s output, investment, prices,
trade and balance of payments.

If you are serious about following China's economy, you know
timely and dependable analysis is difficult to find and time-
consuming to compile. Increasing numbers of banks, government
agencies, industrial multinationals and China trading firms rely on
Rock Creek Research's bi-weekly China Macroeconomic Newsletter
for systematic professional coverage.

The Newsletter has updates and analysis of statistical time

Se1es TOr: . Monthly Industrial Output
* 2-digit SITC Trade
* Grain Production
 Energy Balances
* Money Supply and Bank Loans
» Capital Construction
» Balance of Payments and Debt

. State Revenues and Expendit g o ‘\_86

. eat a
ia ndustnal trends

Blfateral Trade Balances. . . . .. and more

banks from the widest combination of sources: official weekly,
monthly and annual data publications; Chinese ministerial
communiques, press releases and speeches; IMF, World Bank, BIS
and UN documents; partner-country trade tabulations; and special
studies from a wide variety of U.S. government agencies.

No other publication can give you the combination of
recent statistical results, consistent historical background
and experienced judgement found in RCR’s China
Macroeconomic Newsletter.

Subscribe today or send for your free sample copy.

---------------------------------------------ﬁ

Name

Title

Affiliation

Address

City State Zip

Phone
w ROCK CREEK RESEARCH
2607 24TH STREET, NW

: SUITE 200
WASHINGTON, DC 20008
i - 202/265-2265
== Y TELEX RCA 284871 RCR UR

-----—---------_-------—---------------------J



How compames c/ﬁensate expatriates in a hardship post

e" ewards of China Duty

Almost 900 American business people, not counting their dependents, now call China home. They have come to oversee the ex-

hansion of business between the United States and China in recent years. Half of them live in Beijing and most of the rest in
] g

Guangzhou and Shanghai. Since China is considered a hardship post and, for expatriates at least, one of the most expensive

countries in the world in which to live and do business, firms have had to design special compensation packages to lure
r'm/;!m‘f'r’.\ lo the PRC and keep them there. Several recently ,Dub."f.\h.r'rf studies on how US companies compensate their China-

based personnel suggest that the firms have not been niggardly in what they offer. The studies were conducted by three
international management consulting firms during late 1984 and 1985, Runzheimer International, based in Rochester,

Wisconsin, surveyed 34 US companies with a total of 221 employees in China, 77 percent of them Americans. Hewitl
Associates of Lincolnshire, Hlinois, received responses from 49 firms f-'mf)ln_\'ing 490 expatriates in the PRC. A nd Organiza-
tion Resources Counselors, Inc. in New York got responses from 66 companies employing more than 400 Americans in China.

Our survey of these studies was compiled by May Seto and Tom Engle. Avtwork is by John Yanson.

The *‘typical” American busi-
nessperson in China is a 37-year-old
marketing manager earning a base
salary of $52,700 per year on a two-
or three-year stint. That’s one con-
clusion of the Runzheimer study.
About 70 percent of the companies
that responded to the study have
been represented in China two yvears
or less. More than hall of the firms
have fewer than five employees in
China, and more than 80 percent
have fewer than 10. All three studies
agree that companies spend more to
keep executives in China than in most
other foreign locations. This is
largely because hardship conditions
in China, a relatively new frontier for
the business community, obligate
firms to offer many incentives to
their China-based people.

BASE SALARY

Virtually all US companies sur-
veved in the three studies determine
base salaries paid to Americans in the
PRC according to the same structure
used for US-based employees. More
than half of all third country nation-
als in China are paid according to
their home country salary structure,
while 24 percent use the US struc-
ture, according to the Organization
Resources Counselors (ORC) survey.
A fifth of the companies in the ORC
study pay extra for the longer work
week common in China.

Runzheimer found that base sala-
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SALARY LEVELS
OF AMERICAN BUSINESS
EXPATRIATES IN CHINA

% of expatriates

Salary level at that level
$40,000 or less 17%
$41,000 1o $45,000 14
£46,000 to $50,000 17
$51.000 to $55,000 15
£56,000 1o $60,000 10
$61,000 to $65,000 10
£66,000 or more 17

Number of responding companies:
34; employing 170 Americans in
China.

Souvrce: Runzheimer International

ries range from less than $40,000 to
about $80,000. Two-thirds of ORC's
respondents pay all salaries and al-
lowances in the home country. Most
of the rest split payments between
home and China. None pays all sala-
ries and allowances through the Bank
of China.

FOREIGN SERVICE AND
HARDSHIP PREMIUMS

In addition to the base salary, most
companies provide both extra com-
pensation for serving a foreign
country—called a foreign service
premium—and an additional hard-
ship allowance for a PRC assignment.
Eighty-six percent of Hewitt's re-
spondents pay employees a foreign

service premium, and two-thirds of
those that do so also pay a hardship
allowance. More than three-fourths
of Runzheimer’s respondents pay
both premiums. Seventyv-three per-
cent of ORC’s companies pay a for-
eign service premium, most as a
monthly allowance but a few as a
lump sum before departure for
China as an incentive 1o move.

Companies usually calculate these
premiums as a percentage of base sal-
ary. According to ORC, the average
foreign service premium is 15 per-
cent. Runzheimer’s respondents pay
an average premium of 22 percent.
Some companies set an upper limit
on their premiums—one company in
the Runzheimer study provides a 25
percent premium up to a maximum
of $12,500 per year, while another
pays 15 percent up to $7,500.

Most companies pay China-based
employees foreign service premiums
comparable to those they pay in
other foreign locations. But the stud-
ies found that hardship allowances in
China are considerably higher than
for most other countries. ORC’s data
reveal that several firms offer the
same allowance for China that they
provide to expatriates in such other
hardship posts as El Salvador, Ethio-
pia, and Nigeria, but more than to
those in Saudi Arabia and the Soviet
Union. Most firms pay a hardship
premium of about 25 percent of base
salary. At several firms, China is the

The China Business Review/November-December 1985



<%
DIEIE _~tage O
\
pe
" [ ] ’
0
|
40

only foreign posting for which hard-
ship allowances are offered. Some
companies pay a higher hardship pre-
mium to executives living outside of
Beijing. One firm in the Runzheimer
study pays a 20 percent premium to
its employees in Beijing and 30 per-
cent to those assigned to Zhanjiang,
Guangdong. Zhanjiang, now being
used by international petroleum
firms as an offshore oil supply base,
has the dubious distinction of being
the city with the highest reported
hardship premium: 55 percent, paid
by one of ORC’s respondents.

COMPLETION INCENTIVES

Some business people find that
these enticements still do not com-
pensate for the lack of entertainment
in China, separation from family, ho-
tel living, and the often frustrating
business environment. ORC found
that 14 percent of the companies it
surveved have had expatriates re-
quest to go home early. Nine percent

have had instances where the expatri-
ate was sent home early because of
unsatisfactory performance.

To deal with this problem, some
companies sweeten the pot with addi-
tional incentives for expatriates to
complete their assignment and re-en-
list for China duty. One company
surveyed by Hewitt provides a com-
pletion bonus of 10 percent of base
salary each year for finishing a two-
year assignment, plus 15 percent of
monthly pay for each month worked
after that. Another company gives a
“stay-on bonus’ of two months’ pay
per vear, while yet another provides
one month's pay per year to a maxi-
mum of $5,000. The Runzheimer
study found several companies that
offer even heftier completion bo-
nuses. Some firms build completion
incentives into their foreign service
premium. One multinational pays a
premium equal to 40 percent of base
salary for the first six months and 50
})L’l‘('(_’lll lhereaflt‘r.
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TAX ASSISTANCE

Virtually all companies provide
some form of tax assistance for their
employees stationed in China, but
this help usually does not differ from
tax assistance provided to their ex-
patriates elsewhere. Almost all of
Runzheimer’s respondents and four-
fifths of Hewitt's use the pay equal-
ization approach, in which the ex-
patriate pays no more or less than if
he or she were residing in the United
States. The standard practice is for
firms to pay all income tax owed in
China, and deduct from the employ-
ee’s paychecks the amount they
would pay in income tax if living at
home. A few companies follow the
tax protection method, in which the
firm also pays any tax owed in the
PRC above what the employee would
owe at home. The difference is that,
under this system, if the tax owed
China is less than what the employee
would owe the US government, the
employee pays less tax than if he or
she were living at home.

One of the studies quotes a re-
spondent who claims that the gener-
ous foreign service and hardship pre-
miums paid to employees are exempt
from taxation in China. But Arthur
Young’'s Robert B. Klein, who advises
companies on tax matters in China,
points out that this is not the case.
Klein adds that ample opportunities
exist for “‘tax-effective structuring of
compensation packages’’ for employ-
ees assigned to the PRC.

HOME LEAVE ANDR & R

Ninety percent of Runzheimer’s
responding companies permit ex-
patriates in China to visit their home
country at least once every 12
months. The visit usually lasts four

THE TYPICAL BUSINESS
EXPATRIATE IN CHINA
Base salary $52,700

plus:
Foreign service premium
(15%) 7.905
Hardship allowance (25%) 13,175
Per diem for goods
and services __8,500
$82,280
minus:
Housing deduction 9,490
Federal income tax
deduction® 7.630
$65,160

*Assumes executive has a spouse and two
childven,
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weeks. Less than 10 percent said this
policy differs from that for expatri-
ates in other foreign countries, a
finding consistent with ORC’s an-
swers to this question.

Rest and relaxation policies
present a different picture. Many
companies grant extra R & R to em-
ployees in China because of the lack
of Western-style recreation. But
firms vary considerably as to how
much R & R they permit and what
they pay for during an R & R period.

Ninety percent of Runzheimer's
respondents permit their US expatri-
ates some type of R & R, half of them
allowing it four times per year and a
third three times per year. About 80
percent of ORC’s companies grant
R & R, generally three one-week trips
per year. Two-fifths of those doing so
I)ii_\' ':l('lll'd] t'xpt’nscs or a pl‘]' (“t‘l]l.
but another fifth pay only airfare.
Forty-four of Hewitt's 49 respon-
dents provide R & R, but only 14
cover all or most expenses. Forty-one
pay airfare and another 18 provide a
per diem. Respondents break
roughly into thirds on the question of
destination: those paying for R & R
only to Hong Kong, those allowing
other Asian destinations, and an-
other third allowing Europe, Hawaii,
or other places. Some companies in
all the studies allow more R & R for
single executives than for married
ones, and for employees living in cit-
ies other than Beijing.

HOUSING AND COST OF
LIVING ASSISTANCE

For most business people, life in
China still means hotel life. Only 18
percent of Runzheimer’s respon-
dents are able to place all their em-
ployees in apartments, while 56 per-
cent have all their PRC expatriates
living in hotels. The remainder place
some in both types of housing. Em-
ployees working in remote areas
for instance on drilling and geologi-
cal teams—generally live in staff
compounds built by the company.

Just over half of the companies in
the Runzheimer survey pay only the
difference between the cost of an em-
plovee’s hypothetical home country
housing and PRC housing. The usual
technique is for firms to pay for all
housing costs in China and then de-
duct the hypothetical home cost from
the employee’s compensation. Al-
most 40 percent of Runzheimer’s
and 36 percent of ORC's respon-
dents pay the entire cost of housing.
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Some firms provide more than one of the above benetins

Son RO Runsheimers liternational

The dithiculty of obtaining many
Western consumer items obligates
most companies (70 percent, says
Runzheimer) to help employees with
daily goods and services. Two-thirds
of ORC’s respondents provide a per
diem for such expenses, and 40 per-
cent reimburse in China for all living
expenses (lodging, food, personal
services, and transportation). Com-
panies generally hire a car and driver
for their employees in China or reim-
burse all taxi expenses, but a few now
use the car rental services that have
recently become available in Beijing.

Of the firms providing help with
goods and services, about 70 percent
of both Runzheimer's and Hewitt's
respondents hire services of outside
consultants to determine appropri-
ate compensation. The irony,
though, is that companies don’t
really follow the consultants’ recom-
mendations. When housing i1s not
considered, pricing surveys show

China to be a less expensive place to
live than the United States. This is the
case despite the fact that most ex-
patriates must take their meals at ho-
tel restaurants. Moreover, it's legiti-
mate to exclude housing costs since
companies generally cover the added
expense through a separate allow-
ance. The upshot, say consultants
such as ORC, is that companies are
“double-compensating” for a goods
and services differential that doesn’t
exist. Instead of providing extra
help, they might legitimately con-
sider deducting the “negative goods
and services differental™ from an ex-
patriate’s compensation just as hypo-
thetical home housing costs and taxes
are deducted. It remains to be seen
whether firms will eventually start
acting on such advice,

FAMILY AND EDUCATION
ISSUES

It 1s well known that many compa-

The China Business Review/November-December 1985



nies deliberately select single execu-
tives or those with no school-age chil-
dren for PRC assignments. Some
have a more or less formal policy of
forbidding family members from ac-
companying the emplovees during a
stint in China. But the studies dis-
agreed on just how many firms follow
this procedure. A quarter of
Runzheimer's companies forbid all
family members from accompanying
the expatriate, while only 12 percent
of Hewitt's respondents adopted this
policy. ORC did not pose the ques-
tion in exactly the same way, bu
found that a third of the companies
have married expatriates living in
China without their families. Of
those. only a quarter have their fam-
ilies living as close as Hong Kong.

The lack of adequate educational
facilities for expatriate children is the
main reason for this approach.
Beijing has one international school
open to Americans, but it only goes
through the eighth grade, and chil-
dren of diplomats get priority admis-
sion. The school had to reject a sig-
nificant number of applications for
the current school vear because there
were no vacancies. The American
schools in Shanghai and Guangzhou
also give priority to children of diplo-
mats. There is currently space avail-
able in Guangzhou’'s American
School in the Garden Hotel, but tu-
ition costs are approximately $8,200
per year. Outside of these three big
cities, China has no educational facil-
ities designed for the children of ex-
patriates. Consequently, many chil-
dren are sent abroad to boarding
school, at an average cost of about
$10,000 per year.

The amount of compensation com-
panies provide for the education of
employees’ children varies. About 60
percent of Runzheimer’s respon-
dents pay tuition costs at the nearest
school acceptable to both company
and parents. Of the 23 firms in the
Hewitt survey currently providing
education assistance, only 13 pay
through 12th grade; five pay only
through eighth grade.

When it's all added up, companies
are paying hundreds of thousands of
dollars per person to station execu-
tives in China. So most are probably
not planning to expand their staffs
there, right? On the contrary, ac-
cording to Runzheimer, 90 percent
of the companies with US expatriates
expect to maintain or increase their
China staft in the next year. 7
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’I‘here's A NEW CCNUET Now open for business,

for business at the gateway

The Garden Hotel is
China’s largest inter-

to Sou[hem Chma national hotel and office

The Garden Hotel,

complex.
The Garden Hotel

S - has over 1,100 luxurious
Gua.ngZhOU (Lanton - rooms and suites, as

well as 15 superb restaurants and bars. It
boasts a fully equipped business centre
and convention facilities for up to 1,400
delegates, plus a swimming pool, health
club, tennis and squash courts.

The Garden Hotel is managed by The
Peninsula Group. With a hundred year
heritage of dedicated service to business
and pleasure travellers to the
Orient, we know how to make

your trip live up to all your KaaA
expectations. The Garden Hotel

Tho Peninsula Group
Fudflling the promise of the Orient

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

SRS (Steigenberger).

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

and Guangzhou.
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Americans in Beyjing complain, but admit con-

ditions are improving

The Quality of Life

John Frankenstein

or at least half of the Amer-

ican business community,

life in China means life in

Beijing. What is it really
like to be a member of Beijing’s
growing business community? How
have husbands, wives, and children
adjusted to life in the Chinese capi-
tal? What about health care, school-
ing, and recreation? And what as-
pects of doing business in China
surprise American executives most?
These were among the questions in-
cluded in a study of 26 American
business executives undertaken dur-
ing the summer of 1984 and in a
smaller, less formal survey a year
later. The answers, and revealing
comments that accompanied them,
provide some indisputably bad news:
many Americans in the PRC are far
from satisfied with their lot. The
good news, though, is that many
Americans are also convinced that
the quality of life in Beijing has im-
proved considerably during the past
year and continues to look up.

The 26 participants in last year's
survey represent America's “‘new
China hands.”" Sixty-five percent
claim to speak Chinese at the “work-
ing level” or better and most re-
ceived some training in Chinese area
studies prior to their Beijing posting.
Half have been in China for more
than one year. The respondents span
a broad range of experience: from
recent college graduates to veteran
international business executives. A
seasoned group overall, almost 90
percent have at least four years of
business experience, and almost 60
percent have prior overseas business
experience. Seventy percent have a
business, law, or technical back-
ground.

Strains in family life

The survey results confirm what
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Beijing expatriates already know:
family life presents extra challenges
in China. Thus, many do without.
Seventy percent ol the respondents
are single or without dependents in
Beijing; some married executives
have left family behind for the dura-
tion of their assignment.

To the question of how well execu-
tives’ spouses and those of their col-
leagues had adjusted to life in
Beijing, about one-third responded
with a lukewarm “‘fair” or ‘‘fairly
well.”” But 20 percent indicated
“poor’ or “‘very poor’” adjustment.
One executive noted that a col-
league’s Beijing assignment and mar-
riage both ended abruptly after one
year. Another recalled a couple that
had been transferred out because of
adjustment problems. One manager
simply noted that his wife—a Hong
Kong Chinese—did “‘not wish to stay
a long time.”

For some, the limited availability of
work is surely an important cause of
this discontent. Of the expatriates
with spouses in Beijing, only 27 per-
cent have working spouses. Most
working couples are employed by the
same firm, but there are other op-
tions. Some expatriate spouses work
at a foreign embassy or volunteer at
the American School.

John Frankenstein is associate professor
of international studies at the American
Graduate School of International Man-
agemenl. He holds a Ph.D. in political
sctence from the Massachusetts Institute
of Technology and was a Thunderbird
exchange professor at Beijing’s Univer-
sily of International Business and Eco-
nomics in 1984. The author would like
to thank members of the Thunderbird
China Project who asststed in this study:
Dan Carpini, Cynthia Griffith, Greg
Loose, Wendy Schmitz, and Terry
Tyminshi.

For some families, though, adjust-
ment does not necessarily depend on
the spouses’s work status. Several
families seemed well adjusted despite
having jobless spouses. Moreover,
several working spouses tend to use
their work as a refuge from their sur-
roundings, or as a mask for their mal-
adjustment to China for other rea-
sons. Overall, personal flexibility and
resourcefulness seem to be the distin-
guishing features of the better ad-

justed families.

About 20 percent of the executives
interviewed have children with them
in Beijing. One manager noted that
because of difficulties in finding ap-
propriate housing, it is “‘not wise to
bring children unless assured of
housing in a hotel suite.” Nonethe-
less, one comment made several
times was that children make a more
positive adjustment than their par-
ents. While some foreign children
live in as much isolation as their par-
ents, others have enjoyed learning
the language and getting to know
Chinese children. One executive
noted that his children have met Chi-
nese children through his wife's rela-
tuves, and another enrolled his child
in a Chinese nursery school.

Informal talks in the business and
diplomatic community suggest that
most parents are pleased with the
small American School, which offers
the fundamentals of American ele-
mentary education, Chinese lessons,
and some ambitious field trips—one
to faraway Sichuan. One of the inter-
viewees noted that the school offered
“outstanding academic, cultural, and
scholastic training.” The school gives
priority to children of embassy per-
sonnel, however, and enrollment is
already straining capacity. The fact
that a lack of educational facilities
may require children to be left at
home surely contributes to the dis-
content of some expatriates,

Health care concerns

The challenges families face in the
PRC are undoubtedly heightened by
health care concerns. Asked to evalu-
ate health care facilities, more than
half of the managers rated them
“poor” or “‘unacceptable” and 15
percent rated them “‘fair.”” No one
rated them “excellent’” and only one
gave them a “'good’ mark. The man-
agers’ opinions of doctors and other
medical personnel are only a little
better. Forty-two percent rated them
“good” or “fair,”” but another 30
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percent expressed little confidence
in them. Part of the problem may be
the availability of medicines—while
45 percent of the managers feel the
medicine supply is “good™ or “fair,”
another 27 percent place it in the
“poor’ or “unacceptable’ catego-
ries.

Given these concerns, it is not sur-
prising that most firms have fairly lib-
eral medical leave policies. One large
high-technology firm went so far as
to send the company medical chief to
China for a visit before deciding to
treat all staff in Tokyo. Virtually all
the managers interviewed said that
company personnel with serious
medical problems would be taken out
of the country. Most would be
treated in Tokyo or Hong Kong, but
four executives indicated that all
staffers would return to America. An
energy executive noted that sick per-
sonnel would be immediately evacu-
ated, “even for dental work."”

Some diplomatic spouses hold
medical degrees, but, because of Chi-
nese regulations, may not practice.
An East German pediatrician, in fact,
once had a thriving if unofthicial prac-
tice that clearly cut across political
lines. Allowing these doctors to prac-
tice would not only assuage expatri-
ates’ health care concerns, but also
®cduce the problems of nonworking
spouses.

The recreation challenge

One of the most popular com-
plaints among Americans living in
Beijing is their sense of “isolation,”
the feeling of being far from West-
(‘1'“-5')’1(‘ sources ()f entertainment
and recreation. Indeed, after a typi-
cally frustrating day at the office, the
executive returns home to a very lim-
ited range of diversions. Close per-
sonal friendships with Chinese are
rare, and hotel life rules out enter-
taining in the traditional sense. There
is nothing wrong with reading,
watching (and re-watching) old mov-
ies on the VCR, partying, and sports,
but that just about exhausts the pos-
sibilities.

In the area of sports, most manag-
ers were able to find some local
recreation. Possibilities include ten-
nis, swimming, basketball, volleyball,
dancing, and fitness facilities. But
much of this leisure activity centers
on the diplomatic community, which
has access to better recreational facil-
ities than the hotel-bound business
world. One manager noted that he

occasionally plays baseball and foot-
ball; another participates in a “*Hash
House Harriers™ group whose mem-
bers come almost entirely from em-
bassy row.

The great majority of the managers
interviewed feel that getting to less
austere surroundings for “decom-
pression’ is a critical aspect of cop-
ing with isolation in Beijing, and most
firms operating in China ofter a fairly
generous leave policy. Although only
two firms represented in the study
actually require emplovees to leave
the country, most expatriates re-
spond without compulsion.

Giving credit where it’s due

For all their complaining, Ameri-
cans in Beijing are also very willing to
admit the improvements that have
been made in the quality of life in
their adopted city. Some are posi-
tively effusive when it comes to de-
scribing changes in the very recent
past. One businesswoman praises the
“dramatic, 180-degree changes in
just a year.”

Improvements affect most of the
areas expatriates have griped about
in the past. Progress in building more
new hotels and apartments is the

Sidelights and Surprises

Participants in the 1984 survey
were asked: “"What surprised you
most about conducting business in
China?""

Concerns over wasted time, and
the expense and frustrations of doing
business dominated the list. At the
same time, some managers were grat-
ified to find a good working relation-
ship with their Chinese associates.
Excerpts from the responses:

“Most frustrating was that I was unable
to make plane reservations for business
trips to multiple cities in China. You
have to make them in each city when you
—High-tech trading com-
pany president.

’e

arrive.

“Chinese lack of knowledge that ‘time is
money.’ '—Manufacturer’s repre-
sentative.

“The time factor in negotiations. One-
and-a-half to two years for contract sign-
ing (for $10-830 million con-
tracts). "—Manufacturer’s country
director.

“Slowness. Time means nothing.
Nonresponse. "—Air transport direc-
tor.

VAt first how slow it is, how informal
their style is."—Management consul-
tant.

“The length of negotiations and the abso-
lute difficulty of pinpointing who makes
decisions . . . . The best tactic is to do as
many ‘show and tell’ technical seminars
in user offices as you can—since you
don’t know who decides to buy.'—Tech-
nology sales manager.

“I've been fairly impressed by the tech-
nical competence of the Chinese negoti-
ators, even though they're not engineers
or technicians.”’—Manufacturer’s
representative.

“The amount of education you have to
provide to Chinese end users along with
the product.”’—Manufacturer’s
Beijing manager.

“The Chinese want the best, but can’'t use
it, like a kid in a toy store who wants
everything he sees. Inappropriate tech-
nology."'—Bank ofhcer.

“The rough way the Chinese treat each
other."—Commercial representative.

“The comradery between our local spon-
sor and American managers.”—Bank
official.

“The general sense of uncertainty and
vagueness of the Chinese system. You
think something will be a problem and
it's not, and vice versa. Results are in the
Chinese hosts” hands, and the US partner
plays a more passive role.”"—Lawyer.

“It’s very expensive to run a business in
China, compared to Hong Kong or other
Asian countries. Also, business sales vol-
ume is not steady and is hard to predict,

s0 it's hard to plan expenses.”"—Energy
equipment sales manager.

“The precarious conditions that Chinese
counterparts have to work under. Re-
markable things are accomplished under
difficult conditions.”’—Energy ex-
ploration vice president.
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most frequently cited area. Beijing's
ubiquitous construction cranes are
an eyesore most expatriates don’t
mind at all. As for taxis, another
businesswoman says, “'l hated living

here just one year ago because of

the taxi shortage. Now I'm harassed
by taxi drivers trving to get my
business. Half of them can’t drive,
but that’s an easier problem to deal
with.”

Problems remain, however, and
new ones ('I'()!) ll])A ()]](‘ |)l|hin('55”|;ln
ackowledges that “things have im-
proved a lot in a year for expatri-
ates—I{ood, communications, taxis,
and hotels.” But he also claims that
“the Chinese have no conscience
about what they charge foreigners.
The cost of our services is high, bui

we don’t gouge. They do.” Another

notes “‘the lack of basic household
items that friendship stores don’t
have.”” And suggestions that Ameri-
can embassy doctors also treat busi-
ness people and that the embassy
school admit more children of busi-
nessmen remain popular,

There's no denying the constraints
facing the foreign business commu-
nity in Beijing. But the proverbial
glass, half full, is slowly filling up.
Personal resourcefulness and flex-
ibility—along with a minimum of eth-
nocentrism and a maximum of cul-
tural adaptability and preparation—
remain very important for any
Beijing assignment. As one executive
puts it, “The attitudes of the people
vou send are very important. There's
no where else I'd rather work right
now.” %

What American expatriates should know before

they go

Avoiding Culture Shock

Brewster E. Fitz

ome of the very traits and
practices that contribute to
business success in the
United States,
promptness, straightforwardness,
and a willingness to put business be-
fore pleasure, can lead to failure in
other countries. For this reason, ex-

such as

perts have long admonished Ameri-
can multinational corporations 1o ex-
ercise special care in selecting
personnel for overseas assignments,
to take into account more than just
technical expertise, and to offer ex-
patriates and their families cross-cul-
tural ortentation, including language
training, whenever possible. The goal
is to minimize culture shock—the
physiological discomfort, loss of
judgment, impulsiveness, depres-
sion, and paranoia that characterize
the behavior of people having dith-
culty adapting to the ways of another
society, Culture shock can not only

24

impair an expatriate’s performance,
but in some cases also lead to early
recall, resulting in loss of time,
money, and even damaged relations
between the host country and the US
company.

This is nowhere true if not in
China. It is a society where tradi-
tional Confucian values, a complex
bureaucracy, a high degree of ethno-
centrism, and now economic and po-
litical reforms combine to baffle
many Americans. In addition to these
differences, the physical and institu-
tonal environment in China can be
bleak: toreigners and natonals alike
are frustrated by power shortages, in-

Brewster E. Fitz is divector of the Cul-
tural Division at Bybee International,
Ine.in New York. He holds a Ph.D. from
Yale University and has lived and
taught in the PRC, Europe, and the
United States.

adequate health care, poor commu-
nications, and, in many parts of the
country, a difficult climate.

Nonetheless, more and more com-
panies feel it’s time to take the step of
stationing employees in China. The
obligation to provide technical train-
ing to the Chinese, the need 1o en-
sure ;l(h'qu;llc communications be-
tween the head office and China
operations, the need to exercise care-
ful quality control, sell more, or sim-
ply become “old friends™ with one’s
partners in China all require many
American companies to put their
personnel on the line.

Who should go on China duty?

Careful selection of prospective
China personnel is the first step to-
ward mitigating culture shock. Some
companies try to circumvent the
problem by minimizing the time then
personnel spend in China. Oil com-
panies, for example, often assign
their employees to a “one month ony
one month off”” schedule. Although
this kind of rotation does provide
entertainment and relaxation not
available in the PRC, it does nothing
to foster viable, long-term business
relationships with the PRC.

Other firms attempt o avoid cul-
ture shock by relying on Chinese-
Americans, Hong Kong, or other
overseas Chinese to represent them
in China. Such an approach is rea-
sonable for companies in which such
cmplovees already number among
the technically and managerially
skilled staft. But it still does not nec-
essarily eliminate the need fon
predeparture orientation and train-
ing. Many overseas Chinese also face
language problems in China and may
have the added dithculty of accept-
ing and adjusting to changes that
have taken place in the PRC since
1949,

Other fitms choose to train PRC
citizens to fill company positions in
China. But this only changes the kind
of cultural and language training re-
quired, and introduces new problems
in the selection and management of
employees. Chinese host organiza-
tions almost always retain the right to
assign the employees of their choice
Lo positions in a foreign corporation.
Often an employee, having received
training and acquired some experi-
ence, will be moved by his Chinese
work unit to another position outside
the company. Thus, this option has
been used successfully by only a few
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companies to date.

A few American companies make it
a practice to hire China scholars,
thereby shifting the kind of training
needed by their expatriates from cul-
tural to technical or managerial. This
practice is obviously limited to posi-
tions that do not require long experi-
ence with the company or highly spe-
cialized technical knowledge. At
present there is a small but growing
number of young China scholars who
also have business training or experi-
ence, and several new programs are
getting underway at schools in both
the United States and China to en-
courage young people to combine
these two fields of study.

Beyond this, there are certain basic
criteria useful in considering whom
to send for China duty. Persons who
are tolerant, flexible, patient, and
persevering should be sought. Effi-
ciency and energy are fine traits, but
the pace of life and business in China
often requires the ability to let things
take their course without trying to
create activity all around.

While cultural sensitivity is impor-
tant, many experts feel that cosmop-
olites do not make the best candi-
dates for a China assignment since
they are more likely to chafe at the
lack of Western-style recreations. Ac-
cording to these experts, older (over
45) executives, less upwardly mobile
since their careers have generally
peaked, are those most likely to suc-
ceed in China. If a company is willing
to send married couples, they often
adjust better than a single person.
The ideal is an expatriate whose
spouse is also able to work in China.

People whose moods depend
greatly on their physical environment
are not ideal. And those who are not
willing to conform to wholesome
standards of behavior may find them-
selves shunned by Chinese col-
leagues. Above all, those given to dis-
playing anger should not be chosen.
This is especially important in China,
where displaying anger can cause a
tremendous loss of face (mianzi) for
all involved. It can be particularly dif-
ficult, if not impossible, to repair the
damage done to a person who has
been the object of a public display of
anger.

Finally, to enjoy China, people
need a touch of the “pioneer spirit”
and considerable culinary adaptabil-
ity. It is advisable to select people
who have a good understanding of
their own country and culture, but

who are not narrow-minded or chau-
vinistic in their national pride.

Orienting the China-bound
employee

The next step is preparing the em-
ployee for his upcoming experience.
Options available to companies
range from programs of intensive,
formal cross-cultural orientation and
language instruction conducted by
outside firms, to informal company
meetings between future and former
China expatriates, occasionally sup-
plemented by films, videotapes, or
reading material.

Most personnel administrators ac-
knowledge the need to provide fu-
ture expatriate families with some
form of cross-cultural and language
training. But most companies try to
do this on the cheap. Too often com-
pany policy, or simply the lack of time
between assignment and departure,
rules out intensive orientation and
language training. This often leaves
employees with only a perfunctory
briefing, a package of reading mate-
rial about China, or nothing at all.

According to a recent survey, more
than a third of the companies que-
ried admitted offering no formal ori-
entation to China-bound employees.
Another third rely on informal em-
ployee contacts, while less than 10
percent offer a formal program using
outside consultants (see box). Those
that do generally don’t require atten-
dance and don’t include other family
members. Less than 10 percent of
the companies require any language
training, even for employees on long-
term assignment in China.

Firms that have opted for a more
elaborate orientation consider it a
worthwhile investment. One big
American corporation, which sta-
tions some 50 employees in China for
at least a year each, reports that the
intensive cross-cultural orientation
an outside firm provided to its em-
ployees contributed to the positive
attitude its people displayed upon re-
turning from China. Instead of hor-
ror stories, the repatriated employ-
ees tell of making friends, and
express a willingness to return for an-
other stint in China.

Getting a few things straight

With or without a formal orienta-
tion, the future China-based em-
ployee and his family members
should try to acquaint themselves
with several basic areas of knowl-
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edge. Start with a little Chinese his-
tory, especially the period from the
19th-century Opium Wars through
the Cultural Revolution and up to
the present. A knowledge of both the
Confucian tradition and 20th-cen-
tury Chinese politics helps one un-
derstand the workings of the bureau-
cracy, individual motivation, and
China's current views of the West.

Second, future expatriates should
be briefed on their legal status and
liability in China, where law and tra-
dition encompass notions of guilt
and responsibility quite different
from those in the United States (see
page 27).

Third, people should have ade-
quate knowledge of their future
housing situation, health care facili-
ties, and the availability of medica-
tion and important items of personal
hygiene in the city where they will
live.

Fourth, people should be briefed
on other everyday logistical ques-
tions, such as postal regulations and
use of telephones. For example, it is
an unpleasant surprise to learn that
in order to send a package to the
United States, one must unpack the
parcel in the post office, present the
contents for inspection, and then sew
everything up in a cloth sack (pro-
vided by the sender).

Fifth, learn something about the
nature and availability of food. Most
expatriates know in advance that they
will eat most of their meals in restau-
rants. But how many are aware that
they can ask for food prepared with-
out the ubiquitous dose of monoso-

Does your company offer a formal ori-

entation program for briefing employ-
ees about conditions in the PRC?

Percent
No formal orientation
program 36
Orientation is mainly
through contact with
employees who have

knowledge of the PRC 32
A formal program conducted

by company personnel 14
A formal program using

outside consultants 8
Orientation is the respon-

sibility of the employee 0
Other 3
No response 6

Source: Organization Resources Counselors,
Inc. Based on survey of 66 respon-
dents. (See page 18.)
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Selling to
China?

We wrote
the book.

For more than ten years, we
have assisted manufacturers,
banks, publishers, law firms,
advertising and PR agencies,
and government  trade
promotion organizations in
their business with China.
Qur services include pro-
fessional translation and
Chinese word processing,
publications production,
direct mail marketing,
exhibitions and seminars,
project management and
sales representation.

For a free copy of “Adver-
tising and Selling to the
People’s Republic of China,”

write or telex:

China Consultants International
(HK) Ltd.

Suite 905, Guardian House,

32 Oi Kwan Road, Happy Valley,
Hong Kong

Tel: 5-8332181

Telex: 75368 AMRHK HX
Cable: ENTRECHIN
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dium glutamate (weijing)? For those
lucky enough to have access to a
kitchen, a basic knowledge of shop-
ping will be essential.

Sixth, a familiarity with Chinese
ctiquette, banquet manners, the role
of gift giving, and an understanding
of modes of persuasion and refusal
are essential. Concepts such as
guanxi (the use of connections),
howmen (going through the back-
door), and mianzi (face) should be
understood. Future expatriates
should be prepared for social en-
counters with PRC nationals, and
know that questions such as “Where
are you going?”’ and ""Have you eaten

yet?” are quaint transliterations of

traditional Chinese greetings, not
manifestations of totalitarian surveil-
lance.

Expatriates should also be encour-
aged to travel within China, since this
can provide welcome relief from the
ceveryday routine and the often
cramped physical quarters. Some
knowledge of geography, climate,
and ethnic groups can serve as a stim-
ulus for such travel.

Finally, foreigners in China ideally
need some knowledge of Mandarin,
the northern dialect that is now the
ofhicial language promoted through-
out the country. Although a course
of 20 or even 40 hours cannot give
one the fluency necessary for a con-
versation in Chinese, it can help a
person express some everyday needs
and social amenities without an inter-
preter, and goes a long way in dem-
onstrating one’s interest in China
and its culture. Acquiring “conversa-
tional currency’ (anecdotes, slogans,
proverbs, poems, and songs) facili-
tates developing friendships.

There is no way, nor any need, for
Americans in China to become as
“Chinese’ as their hosts. But a little
knowledge can help avoid unpleasant
occurrences that arise from mutually
misunderstood goodwill. It is possi-
ble to shorten the adjustment period,
to attenuate the effects of culture
shock, and to avoid poor perfor-
mance or costly failure. For compa-
nies determined to build profitable,
long-term relationships in China, in-
vesting a relatively small sum in cross-
cultural and language training for
China-bound personnel enhances
the chances that they will experience
long-term financial returns. Costly,
short-term returns of distressed ex-
patriates suffering from culture

e

shock may be the alternative. 7

SELECTED READINGS FOR
CHINA-BOUND EXPATS
General /Business:

The Heart of the Dragon, by Alasdair
Clayre. Boston, MA: Houghton Miff-
lin Company, 1985. This attractive
volume is the companion to the Mac-
Neil-Lehrer-Gannett PBS  television
series of the same name,

China: Alive in the Bitter Sea, by Fox
Butterfield. New York: Times Books,
1982.

The Executive Guide to China, by Edith
Terry. New York: John Wiley & Sons,
1984.

Chinese Commercial Negotiating Style,
by Lucien Pye. Cambridge, MA:
Oelgeschlager, Gunn & Hain, 1982,

History:
The United States and China, by John
K. Fairbank. Cambridge, MA: The
Harvard University Press, 1983, 4th
edition.

The Gate of Heavenly Peace: The Chi-
nese and Their Revolution 1895-1980,
by Jonathan D. Spence. New York:
Viking Press, 1981,

Son of the Revolution, by Liang Heng
and Judith Shapiro. New York: Knopf,
1983, An autobiographical account of
the Cultural Revolution by a former
Red Guard.

Travel:
The China Guidebook, by Frederic
Kaplan, Julian Sobin, and Arne de
Keijzer. New York: Eurasia Press,
Inc., 1985,

Nagel’s Encyclopedia-Guide to China.
Geneva: Nagel Publishers, 1982, This
massive volume provides a complete
reference to historical monuments,
but some information is dated.

China—A travel survival kit, by Alan
Samagalski and Michael Buckley.
Berkeley, CA: Lonely Planet, 1984.

Language:
Chinese at a Glance, by Scott Seligman
and 1-Chuan Chen. New York:
Barron's Educational Series, Inc.,
forthcoming in February 1986. For
beginners and travelers.

Business Chinese 500. Beijing: Foreign
Languages Press, 1982, A course de-
signed for foreigners who have pro-
gressed beyond elementary Chinese.

The National Council for US-China
Trade has compiled several bibliographies
on China, available to Council members
[from the library.
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Criminal Justice and the Foreigner

A recent case sheds light on what to expect from China’s legal system

ith more and more for-
eigners going to China
and increasing their
contacts with Chinese
society, some will inevitably have un-
fortunate encounters with the Chi-
nese legal system. Some already have,
including Richard S. Ondrik, an
American businessman who was de-
tained, interrogated, arrested, tried,
and sentenced to 18 months in a Chi-
nese jail on charges of causing a fire
in a Harbin hotel that resulted in the
deaths of 10 persons earlier this year.
Although some overseas Chinese
have been tried and convicted of vari-
ous crimes, this was the first public
trial of a Westerner since China
opened its doors to the Westin 1978,
The Ondrik case demonstrates the
need for foreigners i China to un-
derstand how the criminal justice sys-
tem works, and the wavs in which
Chinese conceptions of criminal law
and the criminal process differ from
those 1 the West. While not a de-
tailed discussion of the Ondrik
case—the complete record of which
is not available—this article uses the
case to illustrate important aspects ol
Chinese criminal law.

An emerging system

China’s substantive crinnnal law is
relatively new. No criminal code was
promulgated until 19749, although
work was done in the 1950s to draft a
code based on the Soviet model.

China’s criminal code defines
many crimes more vaguely than they
are defined in the West, and 1t lacks
specific standards of criminal respon-
sibility. For example, negligence re-
sulting in death, injury, or destruc-
tion of property is a crime in China.
Under United States law uninten-
tional negligent conduct may result
in criminal lability, but the defen-
dant must first be found to have

acted “‘recklessly.” China’s criminal
law provides no such standard for
determining criminal culpability for
unintentional conduct.

The “Law on Criminal Procedure
ol the PRC™ was also promulgated in
1979, replacing scattered earlier stat-
utes and regulations. The criminal
process provided for under the code
resembles western European systems
in form. But basic differences remain
between China's criminal process
and Western systems, particularly
that of the United States. The Chi-
nese system is organized like that of
the Soviet Union and also resembles
the system the Nationalists estab-
lished in China before 1949 and suill
employ on Taiwan today.

China’s Public Security Bureau
(PSB) is responsible for the investiga-
tion, provisional apprehension, and
preparatory interrogation of crimi-
nal suspects. Formal arrest is made
only after the police decide that the
suspect s guilty. Arrest warrants are
issued by the People’s Procuracy,
which supervises pretrial investiga-
tions and initiates prosecution. In
practice, the Procuracy may also ini-
tiate investigation and often works
with the PSB prior to an arrvest. The
People’s Courts are responsible for
the adjudication of cases prosecuted

Stanley B, Lubman is a pariner and
Gregory (. Wajnowske an associate al
the law firm of Heller, Ehrman, White
& MeAuliffe, which has offices in San
Francisco, Hong Keng, and Beijing. All
references to the case of Richard Ondrik
are based on published sources and con-
versalions with Robert (. Goodwin, [r.,
a lawyer who assisted Mr. Ondrik to the
extent permitted by Chinese law. The au-
thors are grateful to My. Goodwin for his
willingness to discuss the case with them.
All inferences, conclusions, and errors
are entively the authors’ responsibility.
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by the Procuracy. Together, these
three organs are exhorted by China's
“Law on Criminal Procedure’ to
“coordinate with and restrict one an-
other to guarantee the accurate and
eftective enforcement of the law.”

Detention and interrogation:
establishing the State’s case

The initial, most important stage in
China’s formal criminal process is the
provisional apprehension of a sus-
pect by the PSB. This is not a formal
arrest. China's criminal law provides
that the PSB must produce a warrant
for the detention and notify the sus-
pect’s family or work unit within 24
hours. In the case of an American
citizen, the Consular Convention be-
tween the United States and China
provides that Chinese authorities
must notify the US Embassy within
four days of the apprehension. When
Ondrik was apprehended and de-
tained, the US Embassy was promptly
notified by Chinese authorities.

According to the “Law on Crimi-
nal Procedure,” a suspect must be in-
terrogated and either arrested or re-
leased within three days. But the
same law also empowers public secu-
rity organs, “according to the cir-
cumstances of the case,” to “sum-
mon a defendant before detention.”
Ondrik was held for approximately
two months pursuant to this provi-
sion and could have been held much
longer. Consistent with the law, he
had no access to a Chinese lawyer
during this period and was interro-
gated several times by Public Security
ofhcials. He was, however, free to
move around the city ol Harbin dur-
ing his detention, and was not forbid-
den to meet with friends, including
foreigners.

The period of interrogation may
unsettle a foreigner entangled in Chi-
na's criminal process. A foreign sus-
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pect may have little notion that the
police consider his guilt likely.
Ondrik thought he was detained to
assist in an investigation of the cause
of the hotel fire. Only after a few in-
terrogation sessions did he realize
that the police had already decided
he was guilty.

Although not arrested, Ondrik was
interrogated over a period of ap-
proximately 10 days. Because of past
abuses of the legal process in China,
both the criminal law and criminal
procedure law attempt to ensure that
the suspect is treated properly. For
example, at least two interrogators
must be present at each session. The
suspect must be asked whether or not
he has engaged in a criminal act and
must be allowed to state the circums-
stances of his guilt or explain his in-
nocence. Ondrik neither admitted
nor denied that he had fallen asleep
while smoking a cigarette, as the po-
lice charged. He claimed repeatedly
that he did not remember whether he
had been smoking when he lay down
on his bed, and that it was not his
habit to smoke in bed.

China's criminal law specifically
forbids the use of torture to coerce
statements. Nevertheless, as in many
other countries, certain coercive
techniques are used during interro-
gation to elicit information. Ondrik
was repeatedly asked the same ques-
tions, many of which presumed his
guilt. One interrogation lasted until
about 4:00 in the morning.

At the end of each interrogation
session, the suspect or defendant
must be shown a transcript of the in-
terrogation to read and sign. In
Ondrik’s case, this transcript was en-
tirely in Chinese, which was read to
him because he speaks but does not
read the language. He fortunately
understood well enough to be able to
verify the record. Other foreigners
might have to rely on local transla-
tors, whose pl‘nﬁ('ien('i('s vary.

Arrest and indictment: enter the
lawyer

Following provisional apprehen-
sion and interrogation, the PSB must
decide whether there is enough evi-
dence to justify a formal arrest. If it
so decides, application for an arrest
warrant must be made to the People’s
Procuracy. If approved, the suspect
is then arrested and may be detained
until the trial. Again, the law pro-
vides for notice to the suspect’s fam-
ily or work unit.
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Following arrest, a pretrial investi-
gation is undertaken by the Procu-
racy. Evidence is obtained and the ac-
cused and any witnesses are
interrogated to determine whether
or not a formal indictment should be
drawn up. Issuance of an indictment
indicates that the Procuracy agrees
with the police that the suspect is
guilty. Indeed, it is the indictment
that first characterizes the suspect as
a “defendant.”

A defendant is entitled to an attor-
ney only after an indictment has been
issued. Thus, the lawyer enters the
process after police and prosecution
have concluded their investigation
and marshaled all the facts that they
believe support the defendant’s guilt.
If they have done their work con-
scientiously, they will have consid-
ered and rejected facts supporting a
conclusion that the defendant is in-
nocent. Although the lawyer is given
access to the file in the case, he or she
appears only after fact-finding has
heen concluded.

Foreigners must be represented by
a Chinese lawyer, since foreign law-
vers are not allowed to practice law in
China. A foreign lawyer may, how-
ever, cooperate with his client’s Chi-
nese lawyer to a limited extent.
Ondrik’s personal representative
Robert C. Goodwin, Jr., an American
lawyer, was able to confer closely
with the Chinese lawyer preparing
Ondrik’s defense. The lawyer nor-
mally has little time to prepare be-
cause the trial is held within days af-
ter the indictment is issued. Ondrik
and his Chinese lawyer had less than
one week to prepare his delense.

Trial and sentencing: strict
procedures to be followed

The final stage of China’s criminal
process is the trial, whose object is
generally to verify the facts gathered
by the police and the Procuracy and
confirm the defendant’s guilt. A
criminal defendant is guaranteed a
trial. A complete set of rules governs
the trial process: charges are read,
defendant and witnesses are ques-
tioned, examined, and cross-exam-
ined, evidence is presented, and the
defendant is allowed to make a final
statement. The defendant has the
right to have an attorney present and
the trial must be held in public unless
State secrets are involved.

Expert testimony presented at the
trial is organized and gathered by the
prosecution and the court. Because

the evidence already gathered is as-
sumed to support the belief of police,
prosecution, and court that a defen-
dant is guilty, a defendant has no
right to introduce evidence at the
trial suggesting alternative theories.
He does have the right to request the
court to admit new or supplemental
evidence—a request that the court
may deny. Testimony by Chinese fire
experts was crucial to the determina-
tion of causation of the fire and thus
guilt in Ondrik’s case. They testified
that smoke and charring showed that
the fire had started in Ondrik’s room,
and that the burn marks on Ondrik’s
hair and jacket showed he had fallen
asleep holding a lighted cigarette.
They ruled cut the possibility that the
fire had been caused by defective wir-
ing. The court regarded the evidence
presented by these experts as sufh-
cient, and refused Ondrik’s request
for admission of testimony by an in-
ternational fire expert.

The guilt or innocence of a defen-
dant is normally determined by a
panel of one judge and two lay ju-
rors, known as assessors. In impor-
tant cases hke Ondrik’s, the panel
may consist of three judges. If found
guilty, a defendant may be sentenced
to a variety ol punishments depend-
ing on his crime, ranging from fines
and a type of probation to imprison-
ment or death. Although Ondrik is
currently serving his sentence in a
prison in China, a foreigner may also
be deported. The convicted defen-
dant may also be ordered to compen-
sate for losses associated with the
crime. Ondrik had to pay approxi-
mately $53,000 in compensation to
the hotel for damages.

The court also recognized a degree
of negligence on the part of the hotel
staff and punished two hotel employ-
ees absent from their posts during
the fire. Yet in finding Ondrik guilty
of causing the fire, the court implic-
itly refused to treat as crucial certain
circumstances that in the West might
have exonerated him. These include
the failure to install smoke detectors,
inoperative fire extinguishers, the
failure of the local fire brigade to an-
swer the telephone when it was called
and its consequent half-hour delay in
arriving at the fire. In the United
States, such related acts of negli-
gence might have relieved Ondrik of
liability, even assuming it had been
proved he was smoking in bed.

The involvement of a foreigner
also raises the problem of language.
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By the account of his American law-
yer, the interpreting throughout
Ondrik’s detention, interrogation,
and trial was poor at best. Ondrik was
fortunate to possess reasonable facil-
ity with the Chinese language, but
others may not.

A defendant has the right to one
appeal in China. Unlike a US court,
Chinese appellate courts are not lim-
ited in their scope of review and may
make a complete review of the facts
and law. If the appellate court deter-
mines that any trial or pretrial proce-
dures were improper, it may remand
the case to the lower court for retrial.
Ondrik’s appeal was unsuccessful. In
the appeal, Ondrik challenged the
prosecution’s interpretation of the
facts, the means used by investigators
to determine the origin of the fire,
and the assessment of 60 percent of
the cost of the damage to the hotel
against him. However, the High Peo-
ple’s Court of Heilongjiang Province
rejected the appeal and upheld the
judgment of the lower court.

Differing views of the process

Ondrik’s case appears to have been
handled in accordance with China’s
law, as different as it may be from
Western law. But the fact remains
that Ondrik was found guilty under
circumstances for which prosecution
in the United States would have been
highly unlikely. Foreigners in China
will have to live with China’s laws and
understand how justice is conceived
and administered there. To under-
stand how the Harbin court reached
its conclusion in the Ondrik case, it is
useful to compare Chinese expecta-
tions of their criminal justice system
with Americans’ expectations of their
Oown system.

China's criminal justice system re-
flects traditional Chinese expecta-
tions of how justice should be admin-
istered. The law has always been
regarded as an instrument to punish
disruptions of social order in China.
Although Confucian values are no
longer considered the guiding princi-
ples of Chinese society, they may con-
tribute to the Chinese refusal to dis-
tinguish among intentional, reckless,
and negligent behavior. Anglo-
American notions of jurisprudence,
which do make these distinctions, re-
flect Western notions of free will that
are viewed differently in China.

Differing conceptions of the trial

In the West, and especially in the

United States, trial is the vehicle by
which competing hypotheses are
tested and guilt or innocence estab-
lished. Consequently, the trial is an
adversarial process that places the
burden on the opposing parties to
produce evidence.

The Chinese criminal process aims
at establishing guilt or innocence
through rigorous pretrial investiga-
tion. Under the Law on Criminal
Procedure, the court must decide be-
fore the trial “whether the facts are
clear and the evidence sufficient” to
bring the case to trial, or return the
case to the Procuracy. If a substantial
discrepancy between the evidence
gathered prior to trial and the testi-
mony in court appears during the
trial, the trial may be suspended in
order to determine the truth through
further investigation, rather than us-
ing the trial as the means to determine
guilt or innocence.

A formal trial is thus relatively un-
important in the Chinese criminal
Justice system. Once Ondrik was ar-
rested and subsequently indicted, his
conviction was probably inevitable.
China has no presumption of inno-
cence, although the theory has been
debated by Chinese legal scholars.
The Law on Criminal Procedure re-
quires the courts to decide on the ba-
sis of “established facts and the evi-
dence,” but no standard is expressed
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such as the Anglo-American require-
ment that guilt be established beyond
a reasonable doubt.

The United States’ criminal pro-
cess values certain ideals of due pro-
cess even as it seeks to punish crimi-
nals. The Chinese process, though
not unconcerned about protecting
the individual, more heavily empha-
sizes efficiency in punishing criminal
conduct. Obviously the values of the
two systems differ, and practice in
each deviates from official models,
but China’s criminal procedure relies
on administrative fact-finding to lead
to either exoneration or the entry of
a guilty plea. The formal trial is but a
final check on prior investigations by
police and Procuracy.

The role of the lawyer

The lawyer’s role is crucial to the
adversarial trial process in the West,
but in China it has always been per-
ceived differently. Historically law-
yers were denounced as disturbers of
social order. China’s imperial legal
codes contain special provisions pun-
ishing “litigation tricksters.”” This
bias against the lawyer has survived
and was strongly reinforced for 30
vears following the establishment of
the PRC in 1949. China had a bar
only briefly during the mid-1950s,
when it experimented with a Soviet-
style system. The bar was essentially
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Gracious hospitality awaits you
in the fabled Citv of Beyjing.
The Jianguo Hotel.

The warmest of greetings from
our dedicated staff. Rooms and
suites carefully furnished for the
utmost in comfort. The finest
service and cuisine. And easy
bookings from anywhere in the
world.

It’s no wonder that in just
three short years, The Jianguo
Hotel has become the most
respected international standard
hotel in Beijing.

For reservations: Contact
your travel agent; The Peninsula
Group, Hong Kong tel: 3-7321321,
telex: 34064 PENGP HX; The

Jianguo Hotel telex:
22439 JGHBJ CN; 0
any Cathay Pacific »rr

Airways office.

Thv Peninsula Group
Fudlling the promise of the Orient

The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing and Guangzhou.
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dismantled in 1959 and disappeared
entirelv during the Cultural Revolu-
tion. Only since 1978 has China once
again expressed a need for lawyers
and begun to train them.

Nevertheless, considerable bias re-
mains, especially against criminal
lawvers. The lawver who provides a
spirited defense for his or her client
may be considered to be using legal
strategems with the goal of returning
a criminal to respectable society. The
Chinese press still contains accounts
of judges ejecting defense attorneys
from the courtroom because the at-
torney was too aggressive in the de-
fense of the client.

The modern Chinese lawyer is not
only an officer of the court, but also
an emplovee of the State. As such, a
lawyer must balance his or her duty
to the State with duty to the client,
making it is difficult to be an aggres-
sive legal representative. This may be
appropriate in the Chinese context,
but the Westerner encountering the
Chinese criminal process for the first
time may find his lawyer's behavior
difficult to fathom.

Although only a few vears ago
China lacked legal experts, the situa-
tion is changing rapidly, and Ondrik
was able to choose from among many
Chinese lawyers willing to represent
him. The lawyer he chose repre-
sented her chent respectably, given
the constraints of the Chinese sys-
tem. She convinced the court to delay
commencement of the trial for two
days so that she could better prepare
her client’s defense. She displayed a
willingness to challenge the prosecu-
tion’s case by asking the court to per-
mit a foreign fire expert to evaluate
the evidence and testify as to his find-
ings. She also cross-examined the ho-
tel staff and attempted to place a por-
tion of the guilt for the fire on the
hotel and its staft.

At the same time, Ondrik’s lawyer

did not question the qualifications of

the fire experts, nor take issue with
the expert testimony on which the
prosecution’s charge was based. Her
closing statements did less to protest
her client’s innocence than to plead
to the court for lemency. In this re-
spect, she acted i a manner consis-
tent with standard Chinese concep-
tions of the lawyer's role.

Extra-legal influences

A variety of extra-legal factors also
influence China's criminal justice sys-
tem. Both before and after the estab-
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lishment of the PRC, there has been a
lack of functional separation be-
tween law and politics in China. Fven
today, although the present leader-
ship in China celebrates the rule of
law, politics and the Communist
Party sull heavily influence all seg-
ments of life, including law. Ondrik’s
case was certainly followed by au-
thorities in Beijing. In fact, the chief

judge in the wrial stated that the final

decision had o be deferred until re-
ported first to Beijing.

China’s courts are also influenced
by current events. For example,
when government leaders decide to
crack down on certain types of crime,
the courts mete out particularly

harsh sentences. No secret is made of

the support such judicial activity pro-
vides 1o the attainment of current
policy goals. Some foreign observers
believe government leaders felt a
need 1o demonstrate that foreigners
are not “above the law™ in China. In
pronouncing Ondrik’s sentence, the

judge carefully noted that all per-

sons, including foreigners, are equal
before the law.

Diplomatic as well as political con-
siderations may affect the criminal
process when a foreigner is involved.,
In Ondrik’'s case, five North Korean
members of a government delegation
were among the 10 persons killed,
One can only speculate whether or
not diplomatic concerns and pres-
sure caused the Chinese to prosecute
the case. As an individual, Ondrik
wias casier to blame than an entity
such as the hotel for a fire resulting
in numerous deaths.

Bureaucratic politics could also
have been involved: the fire brigade,
which was tardy in arriving at the
scene of the fire, is part of the Public
Security Bureau—which later inves-
tigated the fire. This potential con-
flict of interest could well have influ-
enced the mvestgation.

Finally, one extra-legal consider-
ation notable in China, of which for-
eigners must be aware, is the empha-
sis on the attitude of the defendant,
In China, one is often judged by
one’s thinking or attitude, and le-
niency has traditionally been granted
to criminals who turn themselves in
or confess their crimes upon being
apprehended. During interrogation,
security officials reminded Ondrik of
the importance of his attitude. They
asked him to re-enact the events of
the evening of the fire so that it could
be videotaped and shown to leading

cadres, to permit them to assess
Ondrik’s attitude. (The videotape
wis also shown at the rial, which
would have been considered highly
prejudicial in the United States.) At
the close of the trial, Ondrik’s attor-
ney, the prosecution, and the judge
all noted Ondrik’s cooperative atti-
tude. His sentence of 18 months,
compared 1o the maximum possible
sentence ol seven years, was meant to
reflect the court’s appreciation of his
cooperative attitude,

No easy answers

FForeigners in China should be sen-
sitive to China’s criminal process. Al-
though laws have been promulgated,
there is little published case law, and
in any event Chinese legal theory
does not regard prior cases as creat-
ing binding precedent. Foreigners
should also be aware that many Chi-
nese laws are vaguely drafted. Al-
though the ¢riminal code no longer
contains the Qing Dynasty provision
that punished an individual for “do-
ing what ought not to be done,™ pro-
visions such as Article 38 ol the Crim-
inal Procedure Law provide wide
latitude for a court to detain an indi-
vidual. Unul practice becomes both
better developed and more ascertain-
able, China's substantive criminal law
and criminal procedure will remain
general frameworks for broad ad-
ministrative discretion, not easily un-
derstandable to foreigners.

Justice was apparently done by
Chinese standards in the Ondrik
case. No universal standards exist to
measure Chinese justice. Anglo-
American notions of due process are
not viewed as Americans prefer to
see them either by the architects or
the adminisirators of China’s ¢rimi-
nal process. Moreover, we should not
necessarily measure Chinese practice
by our ideals. It would be wrong to
conclude that Chinese law 1s perverse
and that ofhicials were arbitrary in
prosecuting and convicting Ondrik.

To some, these concluding judg-
ments may seem based on a facile rel-
ativism, nourished by the comfort
that it is not the authors who are in a
Chinese jail. Others stll insist that
there are universal standards of fair-
ness. But it is too easy to define those
standards using categories derived
from the traditions of our own legal
system, which are not universal,

Judging others by ourideals is decep-

tively easy, but deceptive nonethe-

less. =
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Making Money in China

Beijing reps reflect on their companies’ success

he costs and frustrations of
doing business in China are
such that hardly any Ameri-
can companies are actually
making a proht, right? Wrong,

To be sure, costs are high and ris-
ing, and the time required to seal a
deal can test the patience of even the
most seasoned China hands. But the
evidence does not support the pre-
vailing view that Chinais nothing bui
a black hole for corporate “business
development™ dollars. On the con-
trary, many US firms are quite
pleased with the amount of money
they're making in the PRC.

Inquiries were recently made into
the progress of nine American com-
panies with offices in Beijing. Almost
all profess to be making a proht
Those that aren’t vet in the black on
their China operations believe
they're near.

The firms were not chosen with the
help of any scientific sampling tech-
niques. But in a number of respects
they are a fairly representative
group, including both manufacturers
and trading companies, multination-
als and firms that operate exclusively
in China, firms with a wide product
base and some more narrowly fo-
cused, and high-technology compa-
nies as well as those in basic indus-
tries. Furthermore, there is no
reason to assume that these are the
only profitable firms in China. Sev-
eral firms approached were notinter-
ested in having their China activities
publicized. For some, this was proba-
bly because they are not earning a
profit, but others admitted that suc-
cess was the reason for their reti-
cence—rthevd just as soon not make
this imformation readily available o
their competitors and the Chinese
tax authorites.,

This latter factor, among others,
explains the reticence of the execu-

Tom Engle

tives featured here on the question of
specific levels of earnings in China,
Readers in search of figures on how
much Company X made in China last
vear will be disappointed. But those
interested in some of the ingredients
of business success in China may find
much of value in the accumulated ex-
perience of these successful compa-
nies.

ROCKWELL INTERNATIONAL

One of the more striking examples
of cooperation between different
cconomic systems must surely be the
daily printing of 4 million copies of
People’s Daily, China’s Communist
Party newspaper, on presses sold in
1982 by a division of Rockwell Inter-
national. Worth $20 million, the sale
was Rockwell’s first big order in
China. Things have blossomed since,
and the company is now involved in
many different sectors including
derospace, automotive, electronics,
and general industries.

Bob Yeager, vice-president of

Rockwell International Overseas
Corp., says the firm’s China history
dates back to the 1960s, when s
British affiliate provided the avionics
for British Trident planes bought by
the PRC. But no one from the com-
pany actually traveled to China ull
1975, Rockwell’s first real delegation
went to China in 1978, followed by
the chairman and CEQO the next vear.
Yeager says the company’s goal in
this period was “to get a foothold. Up
to 1982 we were building. We were
taking a loss, making an investment in
the future, doing it “Japanese-
style.” 7 Deals concluded in this pe-
riod included small sales of avionics
1o CAAC, valves for oil and gas refin-
eries, industrial sewing machines,
and small printing presses. Rock-
well's multinational base helped it ab-
sorh losses in China. Yeager, respon-
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sible for 36 countries in Asia, says
“China was incremental then—we
were able to capitalize on the good
business thrust throughout the re-
gion.”

Things took off in 1982, **Reve-
nues have been doubling every year
since,” says Yeager. “Profits are slim,
but there are profits and have been
every year since 1982, You can’t
make big profits in China because of

Japanese competition. You have to

be satisfied with reasonable profits
and hope that through volume you'll
make more.”

As sales increased, China urged
Rockwell to license its manufacturing
technology. The firm now has a li-
censing agreement with the North
China Industries Corp. (NORINCO)
to make hi-tech textile machines at a
plant in Changsha, Hunan. Rock-
well's renumeration comes in the
form of an agreed upon percentage
of the machines the plant makes.
Yeager says production is on-sched-
ule and quality up to specs; Rockwell
is successfully marketing its share of
the machines in other Asian coun-
tries. Another licensing deal—to
build printing presses at a Shanghai
factory—is just starting.

Rockwell is also close to an agree-
ment on modernizing axle and brake
production at China’s biggest truck
plant, the First Automobile Works in
Changchun, Jilin. And Yeager says
the company is currently studying
seven other cooperative projects, in-
cluding one that would be Rockwell’s
first equity joint venture, marketing
its output in China and overseas:
“Producing in China has enabled us
to get back into markets the Japanese
had pushed us out of.”

Rockwell's shift from straight sales
to cooperative production has taught
Yeager a thing or two about doing
business in China. First, when seek-
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ing a licensing partner, find the right
factory: "Don’t ever take the first or
second factory the Chinese show
you.” Those are likely to be the ones
most in need of modernization, not
the ones currently best equipped to
do the job. The plant Rockwell chose
for the textile machine project had
been making high-precision parts for
weapons; conversion to civilian out-
put worked in this case since the tex-
tile machines also require fine tool-
ing. Second, beware of Chinese
threats to halt straight purchases of
your equipment unless you transfer
the technology. This is obviously a
tough bargaining tactic and one
Rockwell chose not to test. But now
that both the textile machine and the
printing press projects are underway,
the Chinese are still importing Rock-
well's American-made machines. As
Yeager puts it, “Somehow they come
up with the foreign exchange.”

Third and perhaps most impor-
tant, “"You don't sell to the Chi-
nese—they buy. They know what
they want and they do tell you when
you're trying to sell them something
they don’t want. But it’s subtle—
you've got to listen well.”

BET TRADING ASSOCIATES

Jay and Joyce Pace provide re-
freshing evidence that a company
needn’t be big to succeed in China.
And they're not taking any chances
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*» US-China Trade
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on becoming big and spoiling it all.
Their firm, BET Trading Associates,
has not actively sought new clients
since 1982, That was the year the
husband-wife team liquidated an
earlier trading company in which
they were partners, formed BET to
serve old clients, and began con-
centrating solely on the China mar-
ket.

“1 once aspired to have the biggest
trading company in the world,"” ad-
mits Jay. “But I found that as the size
of the organization increases, com-
munication decreases and efhiciency
suffers.” Along with their four Chi-
nese employees, the Paces are BET.

Small does not mean unprofitable.
BET mainly represents companies
selling equipment to China’s thermal
power industry, firms supplying ma-
chinery and instruments to the petro-
leum and petrochemical sectors, and
agricultural producers. The compa-
ny's only importer client buys Chi-
nese rugs. As a trading company, all
its revenues are in foreign exchange.

Advice for firms just entering the
China trade? Jay says people under-
estimate the length of the pipeline.
“You've got to have lots of projects
going at once because it’'ll be one to
three years before any come out the
other end.”

Jay says they urge clients not to
rush into equity joint ventures: “The
Chinese offer a joint venture right
off. But we advise looking for co-
operative deals for at least the first
two to three years in tech transfer,
licensing, kit assembly, etc. Go at it
stepwise.”” Half of BET's business
now comes from revenues derived
from clients’ technology transfer
deals.

BET gives the same advice to the
Chinese. "They're very technology-
hungry,” says Joyce. ““They want the
very latest, the very best. Other peo-
ple try to sell them the highest level
of technology. We try to sell the level
of technology that will meet their
needs."”

HONEYWELL

Honeywell sold its first computers
to China in 1981 when People's Uni-
versity, the Data Equipment Insti-
tute, and the Mid-South Computer
Center bought a total of eight of the
firms's DPS-6 models. But the com-
pany’s presence expanded greatly in
late 1982 when the Ministry of Edu-
cation (MOL) accepted Honevywell's
bid to supply 120 computers (includ-

ing 14 of the larger DPS-8 systems)
under the World Bank-funded Uni-
versity Development Project (UDP).
MOL is currently accepting bids to
provide equipment for an even larger
project, and Honeywell hopes it’s
well placed in the competition.

Honeywell's computers are in
place at 14 major universities in 11
Chinese cities. The systems recently
completed acceptance testing and
have entered a one-year warranty pe-
riod during which Honeywell is re-
sponsible for service. Of the firm’s
40 emplovees in China, Resident
China Director Dianna Last says half
are customer service personnel, and
that additional technicians are ro-
tated up from Hong Kong. “You'll
always wish you had one more, but
we're answering all warranty calls on
time.”

For its sales outside the UDP,
Honeywell has developed productive
service relationships with three local
units that sell DPS-6 computers. The
company trains technicians from
these local distributors at its US facil-
ities and supplies them spare parts.
The distributors then make service
calls and develop their own software
applications. Last says the arrange-

ment is based on "a very positive co-
incidence of interests. It's a mar-
riage, not a joint venture. There have
been problems, but they've been re-
solved.™

China has already bought about
$45 million worth of Honeywell
equipment, the bulk of it under the
UDP project. Profits? Last says not
vet, but confidently predicts 1985
will turn out to be the “turnaround
vear. We're here for the long haul.
We can't just look at the quarterly
profits.” Even China's new foreign
exchange restrictions, announced
this vear, which have hit computer
suppliers especially hard, will “mod-
ify but not substantially alter™
Honeywell's profit forecast, accord-
ing to Last.

INGERSOLL-RAND
Ingersoll-Rand has experienced
wide swings in its annual sales volume
to China. The manufacturer, which
sells drills, compressors, and other
machinery for the mining, petro-
leum, and construction industries,
reports sales over the past five vears
of between $10 million and $40 mil-
lion per vear. China manager Tony
Digmanese says this fluctuation re-
flects the fact that “China is not a
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mature market. Foreign exchange
policy governs these ups and downs,
as do changing industry priorities. In
our case, a big project of, say, $15
million really helps the annual total.”

Things are swinging in the right di-
rection of late. In one of its biggest
China deals yet, Ingersoll-Rand got
the contract to supply all the drills
and compressors for the giant
Pingshuo coal mine in Shanxi Prov-
ince. The company is also pleased
with recent technology transfer deals
it has signed with factories in Hunan
(pumps), Shanghai (compressors),
and Hebei (drills). Other technology
transfer arrangements are under ac-
tive consideration.

Ingersoll-Rand began selling its
equipment to China over 40 years
ago. In the late 1970s the firm de-
cided to concentrate more resources
on China, and opened a Beijing of-
fice. Digmanese says, “Our goal all
along has been to develop a long-
term presence. As a capital equip-
ment manufacturer, our products fit
certain sectors of China’s develop-
ment plan. Profits aren’t big because
of competition and because costs of
sales are high, but yes, we're making a
profit.”

GOULD INC.

A country in the process of eco-
nomic reform, China takes an inter-
estin foreign companies that have re-
structured themselves. Few have
done so as radically as Gould. In the
last four years, Gould has sold 75
percent of its total assets, shedding
divisions in basic industrial sectors
and replacing them with high-tech-
nology electronics companies. More
than 65 companies have been bought
or sold in the process. Like China,
Gould is also practicing more decen-
tralized decision making.

Sabina Brady, manager of the
firm’s Beijing office, says, “The Chi-
nese are interested in this technologi-
cal and administrative transforma-
tion. When talking to the Chinese, we
present our history—there’s lots of
mutual sympathy.”

It also helps Gould sell its products
and systems. In its new incarnation,
the company has five major business
groups: minicomputers and imaging
systems, industrial automation, in-
strument systems, electronic compo-
nents, and defense systems. Brady
says all five are doing business in
China, though the latter, of course, is
less active. Gould's first big contract

came five vears ago when it sold pro-
grammable controllers to automate
blast furnaces at China’s biggest steel
mills. Last year Gould sold high-per-
formance minicomputers to the Min-
istry of Education under a World
Bank project, and the firm recently
announced a big order for oscillo-
scopes from the Beijing branch of
China National Electronics Import—
Export Corp.

Decentralized marketing makes it
hard to gauge the company’s total
sales to China, according to Brady,
since many sales are handled State-
side or through other middlemen.
Stll, Brady admits ‘‘sales need to
grow.” As for profits, Brady is rea-
sonably pleased with the current
level, but “we can always do more.”

Gould takes seriously China’s
growing insistence that foreign com-
panies must transfer more of their
technology as they sell equipment.
**China is not just going to buy any-
more,”" says Brady. “"Their new direc-
tion is to export, which requires
more tech transfer. Gould knows it
can’t completely rely on sales, and
we're already talking about tech
transfer with several enterprises.
We're even willing to consider buy-
back, though not of silk blouses.”
The firm signed its first technology
transfer agreement in 1984 with the
Tianjin Automation Instruments
Factory to assemble kits of Gould in-
dustrial computers for the domestic
market. The company has also li-
censed its recorder technology to
Chinese enterprises in Ningbo and
Liaoyang, and is currently discussing
ways to transfer more know-how to
the Tianjin plant.

US-CHINA INDUSTRIAL
EXCHANGE, INC.

In addition to restructuring its
economy, China is trying to foster
enterpreneurship and harness the
energy of its younger generation.
The country might take some lessons
from a trading company called US-
China Industrial Exchange, which
was started in 1981 by Elyse
Silverberg and Roberta Lipson, both
then in their 20s. After positively me-
teoric initial growth, USCIE has
mellowed to the point where business
now only doubles every year.
Staft is growing at a commensurate
rate. Lipson says the ingredients
of the company’s success include
good timing, the right products,
strong service capabilities, hard
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work, and a lot of luck.

USCIE got started at a time when
many firms were naively enthralled
by the prospect of tapping the China
market. As Lipson explains, “Firms
would pay big retainers to trading
companies that didn’t know enough
about China to serve them ade-
quately. It was easy to charm clients,
But we decided it was time to do it
right, to charm the China market in-
stead of the US clients.”” USCIE's ap-
proach called for an emphasis on
quality, not quantity; the firm ac-
quired new clients only when the
principals thought they could serve
them properly.

The strategy also required product
specialization and expertise. Lipson
and Silverberg chose an initial prod-
uct line in which American technol-
ogy was competitive and which, be-
cause of China's socialist orientation,
would not suffer ““Baoshan-type”
cutbacks: medical instruments. As
Lipson says, ‘‘Being a jack-of-all-
trades doesn’t work in product mar-
keting.” The firm tries to branch out
into other product areas only after
securing a firm base in existing areas,
While highly specialized medical in-
strument manufacturers make up

SOURCE: National Council files
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most of USCIE's more than 30 clients,
the company has diversified into
other scientific instruments, heavy
construction equipment, and indus-
trial machinery. USCIE also advises
clients on setting up co-production
and joint ventures. For clients that
have kit assembly deals, the trading
company earns a commission on the
kits imported and on the royalty pay-
ment to the client. In some cases of
local production, the Chinese manu-
facturer and the US client are both

happy to leave USCIE in charge of

marketing finished products in
China,

The firm decided early on to estab-
lish its own service capabilities in
Beijing. As Lipson puts it, “You've
got 1o keep the first products you sell
working well—it’s an important in-
vestiment for future sales.” Lipson
has strong ideas about how to run a
service operation. " Other companies
have hired Chinese organizations to
do their service, but it’s so essential,
vou really have to keep control your-
self. Service has to be a cost of sale—
not a profit center.” USCIE maintains
a ratio of marketing 1o service per-
sonnel of about 2:1. They employ
Chinese engineers trained at clients’
facilities in America.

Besides the 15-hour dayvs, Lipson
adds one final element of success in
China: serve every customer. “Some
people walk in looking like they just
got oft the train from who-knows-
where, You've got to give them all
some time. Some will want to buy raw
steel and sell you ships. We'll explain
these aren’t our product lines, but
we'll get our New York othcee to find
out whom they should contact. Then
when the guy’s brother-in-law wants
to buy medical instruments next year,
he'll come to USCIE.™

BECHTEL

Bechtel China Inc. President Ray
Portlock says the big San Francisco-
based engineering company began
business in China in the late 1970s
with two goals. First, to assist China's
modernization by building large capi-
tal construction projects. Second, to
make money.

Since its first contract in 1978
(with the Petroleum Ministry to per-
form technical services at Daging oil
field), Bechtel has been involved in a
slew of projects. Active ones include
provision of training services for the
Pingshuo coal mine, consulting on
civil work for a nuclear power plant
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in Guangdong, design and construc-
tion management of a hotel in
Shenzhen, a feasibility study for an
iron ore concentrate slurry pipeline,
a subcontract of a regional develop-
ment study of Guangxi, engineering
work for a proposed hydroelectric
project on the Yellow River in
Henan, and design of a coal gasifier.

Does this impressive list translate
into profits in Chinaz Not yet, says
Portlock. The executive stresses that
Bechtel needs more projects to reach
its two goals. “These are relatively
small assignments and are highly
technologv-oriented. China needs
our engineering technology, but
more important it needs our manage-
ment technology—the skills to build
projects on time, of high quality, and
within budget. We didn’t come 1o
China to compete with local design
institutes. It's the major projects

where we can compete.”

Bechtel thought it had landed just
such a megaproject when a joint ven-
ture company it had formed in 1984
with the Coal Ministry was selected 1o
perform the design engineering, pro-
curcment, and construction for the
Junggar open-pit coal mine in Inner
Mongolia late last yvear. Work began
on the 35 million tonne-per-vear
project in March, but in June. ac-
cording to Portlock, the Coal Minis-
try was told to stop work. Bechtel has
had to send about 180 Chinese engi-
neers back to their design institutes
and some 25 expatriates home.
Portlock feels the brakes were ap-
plied because the region’s rail capac-
iy was later determined to be insufh-
clent to move the coal once mined,
and because of China’s recent for-
cign exchange squeeze.

“I's regrettable .
go way of running an economy is not
an economical wav to do business,”

.. this stop-and-

says Portlock. He says the company is
disappointed but not bitter, and that
the joint venture is already trying for
other projects. “"We haven't set a
deadline for making profits,” says
Portlock. “We're not losing a lot, but
we have to make up for the losses of
the past. We hope to make a profit in
the next vear or two.”’

ITT

So many I'I'T divisions are success-
fully involved in China that it’s dith-
cult to summarize the firm's opera-
tions there. A look at a couple

divisions will have to suthce,

Beijing's slick Great Wall Hotel be-

came the Great Wall Sheraton last
March when ITT-Sheraton signed a
10-year management contract with
the Sino-foreign joint venture com-
pany that owns the hotel. Manager

Joe Roseman says the deal is "a big

money-maker for Sheraton.” Shera-
ton receives a fee based on the per-
centage of revenue generated. This
creates an incentive to keep occu-
pancy rates high, and Roseman says
the 1,000-room hotel is fuller now
that Sheraton manages it

Roseman says the Grear Wall s
only the start for Sheraton in China:
“We're establishing a precedent.
Five vears [rom now, there will cer-
tainly be four or five more Sheratons
and maybe as many as eight.”™ An Oc-
tober signing in Shanghai suggests
the plan is on track. Sheraton will
manage the Huating Hotel, a 1,000-
room hotel owned by the Shanghai
Municipal Tourism Bureau sched-
uled to open in April 1986. Roseman
savs Sheraton is also discussing other
hotel management projects in Guilin,
Ni'an, and Tianjin. Profit isn’t the
only incentive for this planned ex-
pansion, though. “1t's a high-profile
industry,” says Roseman. “Image is a
big thing. A hotel in Guilin or Xi'an is
not a big thing to I'T'T" headquarters.
It makes less money, but there's an
image payoft.”

The China market has also proved
lucrative in a rather different indus-
try to I'l'l=Rayonier, the forest prod-
ucts company. In fact, as Rayonier’s
China Manager Lloyd Roberts puts
it, "China is currently the only bright
news in the log export industry.
Without China, there would have
been a disaster in the industry in
America’s northwest.”

Roberts reckons Ravonier’s total
sales of logs and pulp to China this
vear will be about $100 million.
Profitz “Yes, but not nearly as much
as I feel would be appropriate.” Still,
Roberts is optimistic about future
growth in China's demand for logs.
“Construction plays a big role in Chi-
na's modernization, and the Chinese
recognize the objective limits they're
up against in domestic supply. They
know they have to slow down on do-
mestic cutting.”’

The challenge is not just to sell
more logs for the things China has
traditionally built out of wood, but to
convince a masonry-based culture to
build more things out of wood. Rob-
erts says Ravonier “is just now study-
ing how to deliver that argument,
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how to correct the prejudice that
‘wood doesn’t last.” Tt will be a long
process.” The company is also trving
to convince China to buy more hem-
lock, a cheaper type of wood that
happens to be the main type
Rayonier produces. The executive

says hemlock is adequate for most of

China’s needs so the country should
match quality with end use. Training
sessions in forestry economics that
the firm holds for Chinese associates
presumably help get the idea across.
Roberts says the company is pre-
pared to be patient. *"We're not just
here for short-term profits. We're
trying to develop long-term relations
and better markets in the whole
gamut of the wood industry. Ameri-
can companies that have tried for the
quick kill in China have found their
pants around their ankles.”” Patience:
that time-honored sine qua non of the
China trade, colorfully restated by
Rayonier’s Llovd Roberts.

PERKIN-ELMER

It selling logs to China presents
challenges, imagine trying to sell se-
quential inductively coupled plasma
emission spectrometers. Norwalk,
Connecticut-based Perkin-Elmer
Corporation began selling such high-

performance analytical instruments
in China 13 vears ago. The company
markets its sophisticated equipment
in over 25 countries; sales to China
rank fifth, after the United States,
West Germany, Britain, and Italy. In
recognition of the PRC's impor-
tance, the firm set up Perkin-Elmer
China, Inc. two years ago as a sepa-
rate company.

Former General Manager Bob Da-
vis says the company focuses its ef-
forts in China on high-technology in-
strumentation. In the year ending
last June, Perkin-Elmer's sales to
China were up compared to the pre-
vious year. Sales are greater than
forecast, but there's been a slight
downturn in profits in the last vear or
two. Higher costs associated with set-
ting up the Beijing othce—the ex-
patriate stafl has increased from one
to five—account for this dip, which
Davis expects to be temporary.

One reason sales are up is that
Perkin-Elmer has improved its ser-
vice operation. The firm set up its
first service station in Shanghai in
1979, It subsequently opened a sec-
ond, main service operation in
Beijing. The agreement governing
the latter stipulates that engineers
must work at least two vears at the

center. Davis has high praise for Chi-
na's engineers, who receive training
at Perkin-Elmer's US facilities. He
says that more than 80 percent of the
time, servicemen can repair a faulty
instrument on the first visit,

Is Perkin-Elmer worried about
China’s recent restrictions on foreign
exchange allocations? Davis acknowl-
edges that the exchange squeeze cre-
ates “a whole new ball game. Each
sale is a harder process. There are
more bureaucratic lavers to which a
buyer has to justify a purchase. But
Perkin-Elmer is in good shape be-
cause ol our improved service abili-
ties, our increasing investment, and
our applications emphasis.” Applica-
tions have been an oft-cited weak link
in China’s drive to acquire high-tech
cquipment. Perkin-Elmer is continu-
ing cftorts to strengthen this aspect
of its business; its engineers fre-
quently hold technical seminars on
applications for customers. As for in-
vestment, the company has just
signed a letter of intent with the
China National Instrument Import—
Export Corp. and the Beijing Geo-
logical Instrument Factory on setting
up an equity joint venture to manu-
facture atomic absorption instru-

s

ments in Beijing. 7

Organization Resources Counselors, Inc. announces a major report
Human Resources Management for Multinational
Companies in the People’s Republic of China

This report will be of significant in-
terest to international human resources
professionals, executives with respon-
sibility for PRC operations, and actual and
potential expatriates. It is based on exten-
sive interviews with expatriates and
government officials in the PRC conducted
by ORC and Arthur Young International,
Hong Kong; on detailed surveys of the 69
North American and European multina-
tionals that employ the majority of cor-
porate expatriates now in the PRC; and on

in-depth background research.

Projected publication: January 1986

Price: £350 or US$500

income tax

CONTENTS

¢ The Context: The Chinese and the “Open Door” / The
companies / The expatriates

* Working in China: Working conditions and working
with the Chinese / Types of foreign enterprises:
Representative offices, joint ventures, etc. / Employee
relations / Chinese education and training

¢ Living in China: A restrictive environment / Housing /
Goods and services / Other aspects of living in China

® Expatriate Personnel Administration: Practices /
Compensation / Assignment criteria / Expatriate

* Resource Appendix: Institutions / Bibliography

Order through your local Arthur Young and Company office or from:

Organization Resources Counselors, Inc.

Organization Resources Counselors, Inc.

78 Buckingham Gate, London SWIE 6PE, England 1211 Avenue of the Americas, New York, NY 10036

Tel: 01-222 9321

Tel: 212-719-3400
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China’s New Technology
Import Regulations

he acquisition of advanced

foreign technology is the

cornerstone of China’s pro-

gram of foreign economic
cooperation. Although China also
secks substantial foreign investment
and trade, its leaders are well aware
thatitis ultimately the mastery, appli-
cation, and popularization of new
technology that will enable the coun-
try to achieve fundamental improve-
ments in infrastructure, economic ef-
ficiency, and living standards. For the
majority of foreign companies, tech-
nology transfer holds the key to Chi-
na’s potentially vast marketplace.
Thus the recently issued “Regula-
tions of the People’s Republic of
China for the Administration of
lechnology Import Contracts™
(hereafter the “Regulations™) pro-
vide long-awaited insight into the
government’s attitudes and objec-
tives in the all-important area of tech-
nology transfer.

Overall, the Regulations clearly in-
dicate that China plans to intensify its
scrutiny and control over technology
transfer, reserving the power to
shape the technology transfer pro-
cess to fit the country’s needs. For-
eign companies will find many of the
Regulations’ provisions unsurprising
and unobjectionable, reflecting the
largely successful Sino—foreign tech-
nology transfer experience of the
past seven years. Nevertheless, the
Regulations also contain more re-
strictive provisions that may compli-
cate—and thereby lengthen—many
negotiations. Whether or not these
restrictive provisions will actually
turn away potential business partners
will depend upon the manner in
which they are interpreted by Chi-
nese negotiators and ofhcials.

I'he Regulations, issued and put
into effect by the State Council on
May 24, 1985, govern all transfers of
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Help or hindrance?

Ellen R. Eliasoph and Jerome Alan Cohen

technology to companies, enter-
prises, organizations, and individuals
“within the PRC” from similar enti-
ties and individuals “outside of the
PRC." Tt does not matter whether
the transaction occurs in the course
of trade or economic and technical
cooperation. Transactions subject to
the Regulations include the transfer
and licensing of patent and other in-
dustrial property rights, the transfer
ol other forms ol proprietary tech-
nology, and the provision of tech-
nical services. Detailed confirmation
ol the scope of the Regulations is
provided by the “Measures for the
Examination and Approval of Tech-
nology Import Contracts” (hereafter
“Approval Measures,”) promulgated
on September 18, 1985,

The Regulations govern technol-
ogy transfer contracts concluded by
Chinese—foreign joint ventures,
whether they involve the foreign

joint venture partner or a third-party

foreign entity or individual. How-
ever, since the technology transter
provisions contained in the new
Regulations differ in some respects
from those outlined in the PRC’s pre-
vious joint venture legislation, ques-
tions of interpretation are likely to
arise. It is not vet clear whether the
legislation specifically applicable 1o
joint ventures will prevail over the
more recent, but more general,
Regulations. What 1s clear, from the
Approval Measures, is that contracts
under which the foreign investor

Jerome Alan Cohen, a partner in the in-

ternational law firm of Paul, Weiss,

Rifkind, Wharton & Garrison, super-
vises China operations from the firm's
Hong Kong and New York offices. Ellen
R. Eliasoph, formerly the resident
Beiping attorney Jor Paul, Weiss, now
serves as the firm’s vesident attorney in
Shanghai.

makes an equity contribution to a
joint venture in the form of technol-
ogy do not fall under the approval
process for technology import con-
iracts, but are instead to be approved
like other joint venture contracts.
The Regulations are intended to
govern the acquisition of technology
by Chinese—foreign cooperative ven-
tures, whether by licensing contract
or, apparently, by capital contribu-
tion. However, pending the promul-
gation of legislation defining the sta-
tus ol such venuwures, it is difficult to
characterize many of them as either

“companies,” Tenterprises,’’ or
“organizations,’” as contemplated by
the wording of the Regulations. As
for wholly owned foreign enterprises
established in the PRC, the Approval
Measures make clear that their tech-
nology import contracts are also sub-

ject 1o the Regulations, even before

promulgation of the legislation that
is expected to define these as PRC
enterprises subject to the jurisdiction
and protection of PRC law.

Guidelines for formulating
contracts

Articles 3 through 8 of the Regula-
tions help clarify the nature of tech-
nology import contracts and should
be generally encouraging to foreign
technology suppliers. Article 3 of the
Regulations provides that technology
must be “advanced and appropriate™
in order to qualify for importation,
and, in additon, must meet one or
more of the conditions enumerated
in the Article. These conditions seem
to apply the fairly workable standard
that has existed heretofore.

Articles 5 through 8 of the Regula-
tions set forth guidelines for the con-
tents and scope of technology import
contracts. Article 5(c) appears to give
the contracting parties full discretion
over the manner in which the recipi-
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ent of technology will compensate
the supplier, providing only that the
contract must make provision for
“remuneration, the form of remu-
neration, and the means ol pay-
ment.”” By contrast, Article 46 of the

1983 “Implementing Regulations of
the Law of the People’s Republic of

China on Joint Ventures Using Chi-
nese and Foreign Investment’ (the
“Joint Venture Regulations™) re-
quires that fees for the use of tech-
nology be ““fair and reasonable,”
states that rovalties “'shall generally
be adopted as the form of payment,”
and provides guidelines for the set-
ting of rovalty rates and calculation
of rovalty payments. Whether these
differences in the two sets of regula-
tions will result in differences in
practice between joint ventures and
other forms of cooperation remains
to be seen.

Article 6 contains the unsurprising

requirement that the supplier of

technology “guarantee that the tech-
nology being provided is complete,
free of error, effective, and can
achieve the objectives stipulated in
the contract.” Similar provisions ap-
pear in the 1984 “Interim Provisions
of the Shenzhen Special Economic
Zone for the Import of Technology™
(the “*Shenzhen Provisions™). More-
over, the Approval Measures require
the approval agency to determine
“whether the contract has reasonable
provisions on the technical standards
the transferred technology should at-
tain, including a guarantee of the
quality of the products produced us-
ing the technologv.”™ Long prior to
the existence of relevant legislation,
PRC negotiators regularly raised
such demands. Obviously, for any
given transaction the ultimate scope
of such guarantees hinges upon the
manner in which the “objectives™ are
defined in the contract, and upon
other contractual stipulations requir-
ing the recipient to apply the tech-
nology in a proper manner.

The foreign business community
will welcome Article 7's confirmation
of the importance of the recipient’s
contractual obligations of confiden-
tiality. (Curiously, the Article omits
any reference to reciprocal obliga-
tions on the part of the supplier.) The
provisions of Article 8, like the Joimnt
Venture Regulations, allow for a con-
tract term of 10 years in the usual
case, but also explicitly offer the pos-
sibility of a longer contract. This
should encourage foreigners who

wish to license their technology in re-
turn for long-run royalties and who
were unnerved by the Shenzhen Pro-
visions” restriction of contract terms
to periods of five years.

Problems with the “Restrictive
Provisions™

In contrast to the provisions de-
scribed above, Article 9 of the Regu-
lations may leave prospective tech-
nology suppliers with the impression
that in certain respects China's con-
ception ol technology transfer is in-
compatible with their own. The Arti-
cle lists nine types of restrictive
conditions that cannot be included in
technology import contracts without
special approval. It reads like a
checklist of areas in which, right or
wrong, PRC legislators believe for-
eign suppliers of technology have
taken advantage of their Chinese
partners.

Depending on the transaction, the
contracting parties may have sound
€CONOIMIc reasons Lo agree 1o provi-
sions that fall within Article 9's re-
strictive categories. Although the

Regulations do allow for approval of

such provisions on a case-by-case ba-
sis, Article 9 establishes a strong leg-
islative presumption that such provi-
sions are undesirable. Thus, a party
that deems any such provision essen-
tial to its interests must persuade
both its negotiating partner and the
PRC authorities of its acceptability.
Several of the “restrictive provi-
sions”” prohibited by Article 9 are un-
likely to provoke dispute since they
are clearly unfair. For example, Sec-
tion 9(i) prohibits “requirements
that the recipient pay remuneration
for or undertake obligations with re-
spect to patents that are not usable or
have become invalid.” Certain other
restrictions prohibited by Article 9,
such as restricting the recipient’s
continued use of the technology fol-
lowing expiration of the contract
term, are invariably rejected by PRC
negotiators, and prohibited by other
PRC legislation. It is therefore not
surprising that they appear on the
prohibited list in the Regulations,
Unforwumnately, not all the restric-
tive provisions are so clear-cut.
Characterization of the following as
restrictive terms will in all likelihood
give rise 1o serious concern among
prospective suppliers of technology:
P Section 9(a) of the Regulations
prohibits “requirements that the re-
cipient accept supplemental condi-
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tions unrelated to the import of tech-
nology, including the purchase of
unnecessary technology, technical
services, raw materials, equipment,
or products.” This broad wording
raises the risk of arbitrary interpreta-
tion. It is generally not possible for a
supplier of technology to tulfill con-
tractual guarantees that the technol-
ogy “can achieve the objectives stipu-
lated in the contract” unless the
recipient agrees to master the neces-
sary technology, accept certain tech-
nical services, and use appropriate
raw materials and equipment in the
course of applying the technology.
Very often the supplier will require
the recipient to purchase such addi-
tional services and material. In rec-
ognition of these practices, only sales
of “‘unnecessary’’ technology, ser-
vices, and materials are prohibited—
but who is to judge what is necessary?
The wording of this section will cer-
tainly increase the pressure on PRC
negotiators to purchase the absolute
minimum required. And can it be as-
sumed that, once the contracting
parties have agreed on the technol-
ogy required, the approval authori-
ties will accept their judgment? If
not, the submission of a signed con-
tract to the authorities could be fol-
lowed by a second round of negotia-
tions in which the foreign party must
again present its case.

P Section 9(b) of the Regulations,
which prohibits “restrictions on the
recipient’s freedom to choose to pur-
chase raw materials, spare parts, or
equipment from different sources,”
is evidently designed, like the previ-
ous one, to discourage the common
practice of linking technology trans-
fer to sales. Since the prospect of se-
curing orders of spare parts and pro-
prietary products has frequently
been a strong incentive for foreign
suppliers to enter into licensing ar-
rangements in China, strict interpre-
tation of this provision could inhibit
the growth of the PRC's licensing
trade. In addition, if suppliers of
technology have no say in the choice
of the raw materials or equipment
used in applying the technology, they
will inevitably restrict their perfor-
mance guarantees accordingly.
Trademark licensing will also be af-
fected, as licensors unable to exercise
effective quality control will refuse to
put their reputations at risk.

P Section 9(c) prohibits “restrictions
on the recipient’s development and
improvement of the imported tech-
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nology.” Although suppliers of tech-
nology may not find this section
objectionable in and of itself, they
may be more concerned upon read-
ing it in conjunction with Section
9(d), which prohibits “restrictions on
the recipient’s acquisition from other
sources of technology similar to that
imported or technology of the same
type that is competitive with it.”” A
technology supplier hoping to form a
relationship with a PRC parter, es-
tablish a sound reputation for its
technology, and gain a foothold in
the PRC marketplace can hardly be
expected to want its partner cooper-
ating with its competitors, purchas-
ing their technology, experimenting
with the technology acquired [rom
different sources, and even compet-
ing directly with the supplier. Read
together, Sections 9(¢) and (d) could
constitute a rebuff to foreigners’
hopes of using technology transfer as
a means of competing effectively in
China’s domestic market.

P Section 9(f) of the Regulations pro-
hibits “‘restrictions on the volume,
varieties, or sales prices of the prod-
ucts produced by the recipient using
the imported technology,”™ and Sec-
tion 9(g) prohibits “unreasonable re-
strictions on the recipient’s sales
channels or export markets.” While
these prohibitions were included in
carlier legislation and therefore
come as no surprise, they differ from
carlier formulations in an instructive
manner. Article 46(2) of the 1983
Joint Venture Regulations provides
that “unless otherwise agreed upon
by both parties, the technology ex-
porter must not restrict the regions,
quantities, and prices of the technol-
ogy importer’s export of the result-
ing products.” This is a much nar-
rower wording than that of Sections
90 and (g) of the new Regulations; it
does not prohibit restrictions on the
“varieties” of the products manufac-
tured; nor does it prohibit restric-

tions on the volume and prices of

products produced for the PRC do-
mestic market. Most important, in
the Joint Venture Regulations the
entire provision is qualified by the
phrase “unless otherwise agreed
upon by both parties.” The Regula-
tions contain no such statement,
thereby leaving the approval authori-
ties with the power of ultimate deci-
sion. The denial of the right to stipu-
late which ** of products
can be manufactured is disturbing:

varieties”
how can a supplier of technology give
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performance guarantees without
knowing what types of products will
be produced? The lack of control
over sales prices makes it dithcult for
a foreign supplier of technology o
implement a pricing strategy for en-
try into the domestic market, even
though its rovalty may be linked to
the sales price. Moreover, combined
with the inability to “unreasonably™
restrict export markets, this raises a
real prospect of competition with
PRC licensees for overseas markets,
something that many foreign compa-
nies may not be prepared to risk.

Article 9 of the Regulations, then,
places significant obstacles in the way
of a supplier of technology who
wishes to maintain control over the
recipient’s application of the tech-
nology and marketing of the result-
ing products. But at this early stage it
is difficult to assess whether Article 9
is intended to mark a departure from
past practice, or whether itis merely
intended to compel PRC agencies to
tighten their scrutiny of technology
import contracts. 1 in fact PRC ap-
proval agencies will rarely grant the
Uspecial approvals™ required for in-
clusion of the so-called “restrictive
terms’ in contracts, then the eftect
of the Regulations will be to alter
PRC technology transfer practice in
a significant way. For example, until
now it has been fairly common in
PRC licensing transactions for licens-
ees to commit to purchasing produc-
tion materials and equipment from
licensors, In addition, licensors have
occasionally obtained the right to in-
spect and reject raw materials being
used in the production process. i
has also been possible to limit PRC
licensees’ export markets, either by
designating certain countries and re-
gions as off-limits or by explicitly
granting export rights to a restricted
group of countries. The extent 1o
which the new Regulations will make
it difficult, if not impossible, for tech-
nology suppliers to obtain such con-
tractual protection awaits clarifica-
tion through practice.

Contract approval process

Article 4 of the Regulations out-
lines the process for obtaining ap-
proval of a signed technology import
contract, and the Approval Measures

offer details. Prospective suppliers of

technology should bear in mind thai
the contract “approval™ process ac-
tually begins before the contract ne-
gotiations, at the time of initial

project approval. At this stage the
PRC entity is othcially authorized, on
the basis of an approved project fea-
sibility study or its equivalent, to
commence contract negotiations.
The Approval Measures confirm that
this preliminary project authoriza-
ton will continue to be the critcal
first step in the approval process for
all PRC technology import contracts.
The proper source for project au-
thorization may be the national min-
istry having jurisdiction over the PRC
participant, the relevant bureau di-
rectly under the State Council, the
State Planning Commission, or the
planning commission under the
county, municipality, special eco-
nomic zone, or province in which the
project will be located, depending
upon factors such as the scope and
value of the proposed project.

Article 4 of the Regulations re-
quires that the contract be submitted
for final approval within 30 days of
being signed by the contracting par-
ties. The contract must be accompa-
nicd by the documents listed in Arti-
cle 10 of the Regulations. The
contract is submitted to the appro-
priate “examination and approval
authoriy,” e, MOFERT, its subordi-
nate agencies, or another agency that
MOFERT has authorized to examine
and approve the contraci—the Ap-
proval Measures provide details. The
approving agency must decide within
60 days of receipt of the application
whether or not to approve the con-
tract. An approved contract becomes
eftective on the day of approval; how-
ever, if the approving agency fails to
make a decision within the prescribed
60-day period, the contract is
deemed approved and automatically
enters imto effect.

Article 4 is basically clear and sim-
ple, but this last provision allowing
for “automatic effectiveness™ raises
an important question: what will be
the legal effect of any “restrictive
terms’” prohibited by Article 9 that
appear in a contract entering into ef-
fect because of the approving agen-
¢y's failure 1o take action? One might
be tempted to assume that, il a con-
tract enters into effect automatically,
it becomes effective in its entirety.
However, Article 9 states that “with-
out special approval by the examina-
tion and approval authority™ suc h re-
strictive terms are illegal. In the case
ol automatic effectiveness, no “'spe-
cial approval™ has afhrmatively been
granted. Should it therefore be as-

The China Business Review/November-December 1985



sumed that the restrictive terms are
null and void, and not binding on the
parties to the contractz Until this
question s answered defnitively, a
contract that has become ettective
Sautomaticallv™ will be a legal docu-
ment of uncertain value.

The Approval Measures raise even
greater doubts about “automatic ef-
fectiveness.” They make no mention
ol the possibility that a contract can
become eftective without actual ap-
proval and they require the approval
agency to issue a certificate for each
approved contract. Finally, they state
that a copy of this certificate must be
provided when “such matters as bank
guarantees, letters of credit, pay-
ments, foreign exchange settlements,

customs clearances, tax payments, or
applications for tax reduction or ex-
emption are handled.” If the certifi-
cate is not produced, the relevant au-
thorities are authorized to refuse to
process the matter,

Although China’s new technology
transfer regulations do not seem as
hospitable to foreign economic co-
operation as the “Law of the People’s
Republic of China on Economic Con-
tracts Involving Foreign Interests™
promulgated carlier this vear (see The
CBR July-August 1985, page 52),
they are a step forward when com-
pared to at least one of their forerun-
ners, the Shenzhen Provisions. Only
actual practice, however, will deter-

o

mine their true signihicance, 7T

Regulations of the People’s Republic of China
for the Administration of Technology Import

Contracts

Article 1. These Regulations are formulated
i order to further expand economic and
technical cooperation with foreigners, raise
the level of our countiy's science and tech-
nology. and promote the development of

the national cconomy.,

Article 2.
vided for in these Regalations refers o the

The import of technology pro-

acquusition of technology by companies, en-
terprises, organizations, or individuals
within the People’s Republic of China (here-
after relerved to as “recipients™) from com-
panies. enterprises. organizations, or indi-
viduals outside of the People’s Republic of
China (herealter referred to as “suppliers™)
through the channels of trade or economi
and technical cooperaton, including: (a) the
transter or license of patent rights or other
industrial property vights: (b)) proprictary
technology i such areas as technological
processes, lormulae, product design, quality
control, and management provided in such
forms as drawings. technical documenta-
tion, and techmcal norms; and (¢) technical

SCIrvVIices

Article 3. lmported technology must be ad-
vanced and appropriate and shall meet one
or more ol the lollowing requirements: (a)
be able 1o develop and produce new prod-
ucts: (by be able to raise the qualiny and per-
formance ol products, lower production
costs, and conserve energy or materials; ()
further the Tull utilizaton of this country’s
natural resources; (d) be able 1o expand
I)l‘)(ll“l l'\l"lll" dl](l norease I'll"lll.l” ©X-
change revenue: (e¢) further environmental
protection: (0 further safery m production;
(g) further the improvement of management
and administration; (h) assist in rasing the

level ol science and technology.

Article 4. The vecipient and the supplier
must sign a written technology import con-

tract (herealter referred 1o as a “contract™),
and the recipient shall. within 30 days of
signature, submit an application to the Min-
istrv of Foreign Economic Relations and
Trade of the People’s Republic of China or
another authority authorized by the Minis-
1ry of Foreign Fconomic Relations and
Trade (herealter referred 1o as the W exami-
nation and approval anthority™) for exami-
nation and approval. The examination and
approval authority shall, within 60 davs of
receiving the apphicanon, decide whether or
not to approve it an approved contract shall
come into force from the date of approval.
I the examimation and approval authority
has not made o deasion within the stipu-
lated exammanon and approval period, a
contract shall be regarded as having been
approved, and shall automatically come into
force

Article 5. In signing technology import con-

tracts, the Law of the People’s Republic of

China on Economic Contracts Involving
Foreign Interests and the relevant provi-
sions ol other Laws shall be observed.

The parties shall make clear provision in
contracts for the following matters: (a) the
contents, scope, and the necessary v\:pl:m.t—
tion ol the technology to be imported; when
patents and trademarks are involved a list
shall he artached: () the expected technical
objectives to be achieved and the time peri-
ods and measures for realizing cach of such
objectives: (¢) the remuneration, the form of
remuncration, and the means of pavment.

Article 6. The supplier shall guarantee that it
15 the lawlul owner of the technology being
provided and shall guarantee that the tech-
nology being provided is complete, free of
crror, effective, and can achieve the objec-

tives stipulated in the contract.

Article 7. The recipient shall, m accordance
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with the scope and the tume period agreed
upon by the parties, undertake the obliga-
tion 1o maintain the conhidentiality of the
conhidential portion of the technology being
provided by the supplier that has not vet

been made public,

Article 8. The term of a contract shall corre-
spondd 1o the time that is adequate for the
recipient to master the technology being im-
ported and, without special approval of the
examination and approval authority, may
not exceed 10 vears,

Article 9. The supplicr may not compel the
||'(|Iill'|l| 1o .Illt"ll lll“'('.l‘\‘”]nlhlt' [“‘|{|li1l‘-
ments ol arestrictive nature: without special
approval of the examination and approval
authoriy, a contract may not contain the
following provisions of a restrictive nature:
() requitements that the recipient accept
supplemental conditions unrelaed 1o the
mport ol the technology, including the pur-
chase of unnecessary technology, technical
services, raw materials, equipment, or prod-
ucts; (h) restrictions on the recipient’s free-
dom to choose to purchase raw materials,
spare parts, or equipment from different
sources; (¢) restrictions on the recipient’s
development and improvement of the im-
ported technology: (d) restrictions on the
recipient’s acquisition from other sources of
technology similar to that imported or tech-
nology ol the same tyvpe that is competitive
with 1 (e) unequal conditions for the par-
tes” exchange of technical improvements:
(0 restrictions on the volume, varietes, or
sales prices of the products produced by the
recipient using the mmported technology: (g)
unreasonable restrictions on the recipient’s
sales channels or export markets: (h) prohi-
bitions of the recipient’s continued use of
the imported technology following the ex-
piration of the contract term; and (i) re-
quirements that the recipient pay remunera-
tion for or undertake obligations with
respect o patents that are not usable o

have hecome imvalid,

Article 10. When submitting a contract o
approval, the following documents must be
submitted: (a) an applicaton for approval;
(h) a copy of the contract and the text of the
translation of the contract: (¢) documents
evidencing the legal status of the contract-

mg |5.1l[||'\

Article 11, Modifications of 4 contract on
extensions of the contract term shall all be
handled with reference to the provisions of

Articles 4 and 10 of these Regulations

Article 12. 'The Muustry of Foreign Foo-
nomic Relanions and Trade shall be respon-
sible for mterpreting these Regulations; the
Ministry of Foreign Economic Relations and
Irade shall formulate implementing rules.

Article 13. These Regulations shall go into
clfect from the date of their promulgation.

Fhese veguldations were issued by the State Coun-
cal on May 24, 1985, Translated by Paul,

Weass, Rifkind, Wharton & Garrison.
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CHINA’S TRADE AND
INVESTMENT LAWS

(.‘nmpih'd by Linda 1. Gramling

The rapid improvement in China’s business climate over the last few years can in part be attributed to a
strengthening of the country’s legal system. Since our last compilation of China’s major foreign trade and
tnvestment laws (see The CBR, September—October 1983), there has been a notable increase in both the
number and scope of these laws. The following list of legislation includes all such laws that we are aware
of, but does not generally include laws affecting purely domestic commerce or the many secret “‘internal

documents™ affecting trade and investment available only to PRC officials. The laws are presented by
subject category, and listed within categories chronologically by date the law took effect. The date a law be-
came effective is the same as the date of issuance, adoption, approval, publication, or promulgation unless
otherwise noted. References have been made throughout to articles in The CBR that treat these laws in

depth.

ACCOUNTING

(See also Jormt Ventures)

Regulations Regarding the Functions and
Powers of Accounting Personnel. SC Circular
No. 175, Published 9/12/78

The Accounting Law of the PRC. Adopted by
the Ninth Session of the Standing Committee
of the Sixth NPC 1 /21 /85.

President Li Xiannian’s Decree On Accoun-
tancy Law. Adopted at the Sixth NPC Stunding
Committee /185, Effective 5/1 /85

ADVERTISING

(See also Customs)

Provisional Articles on Control of Advertis-
ing. Promulgated by the SC 2/17 /82, Effective
5/1/82. See The CBR 3-4/83, p. 27

Circular of State Industrial and Commercial
Administrative Bureau on Tobacco and Li-
quor Advertising Representation. lssued by
the SC H/10/84.

ARBITRATION

Decision of the Gov't Admin Council of the
CPG Concerning the Establishment of a For-
eign Trade Arbitration Commission Within
the CCPIT. Adopted by the Adnin Council

56,54

Provisional Rules of Procedure of the For-
eign Trade Arbitration Commission of the
CCPIT. Adopted by CCPIT 3/31/56.

Decision of the SC of the PRC Concerning the
Establishment of a Maritime Arbitration
Commission Within the CCPIT. Adopted at
the 82nd Session of the SC 11/21/58

Provisional Rules of Procedure of the Mari-
time Arbitration Commission of the CCPIT.
Adopted by CCPIT 1/8/59

Provisional Rules for General Average Ad-

justment. lssued by the CCPIT 1/1,/75
SC's Notice Concerning the Conversion of
Foreign Trade Arbitration Commission into

Foreign Economic and Trade Arbitration
Commission. [ssued by the SC 2/26,/80

Regulations of the PRC on the Arbitration of
Disputes over Economic Contracts. 'romul-
wgated by the SC 8/22 /8%
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CONSTRUCTION

(See also Finance, Foreign Enterprise, Taxation,
SEZs)

Articles on State Requisition of Land for Cap-
ital Construction. Promulgated by the SC
h/14/82

SC Regulations on Raising Construction
Funds for Key State Energy and Transporta-
tion Projects. Promulgated by the SC. Effec-
tive 1/1/83.

Provisional Rules of Warranty for Building
Construction. Issued by the Ministry of Urban
and Rural Construction and Environmental
Protecuion 3/3/84

SC Regulations on the Building Industry.
Adopted by the SC 9/84

CONTRACTS

(See also Avbatration, Finance, Intellectual Prop-
erty, SEZs)

Joint Circular of the SEC, SAIC, and the
PBOC on a Number of Questions Regarding
the Supervision of Economic Contracts, Is-
sued 8/8/749,

Economic Contracts Law of the PRC.
Adopted by the Fitth NPC 12/13/81. Eftective
5/1/82. See The CBR 9-10 /84, p. 13

Regulations on Purchase and Sales Contracts
for Industrial and Mining Products. Pub-
lished by the SC 1,23 /84

Circular on Contract System for Research
and Development Units. Issued by the State
Science and Technological Commission and
the State Commission for Restructuring the
Economic System 4,/10 /84

Regulations on Contracts for Processing
Jobs. Issued by the SC. Effective 2/1 /85

Foreign Economic Contract Law of the PRC,
Adopted by the Standing Commnttee ol the
NPC 3/12/85. See The (.BR 7-8/85

CUSTOMS

(See alse Foreign Enterprise Regastration,  Joint
Ventures, Mariteme, Otl Exploration, Trausporta-
{ron)

The Interim Law of the PRC on Customs.
Adopted by the 77th Gov't Administration Ses-
sion of the CPG on 3/23 /61 Effective 5/1 /51,

Provisional Regulations Governing the
Application of the Import and Export Tariff
Schedule of the PRC. Approved by the 83rd
Session of the Admin Council 5/4 /51

Provisional Rules Governing the Levying of
Tonnage Dues of the Customs Authorities of
the PRC. Approved by the Finance and Eco-
nomics Committee of the Admin Council
9/16/52

Customs Measures for the Supervision and
Control of Baggage and Articles of Inbound
and Outbound Passengers. Amended and pro-
mulgated by MOFT 9/29 /58,

General Rules Governing Joint Inspection of
Incoming and Outgoing Ships. Jointly issued
by MinComm, the MOFT, the Ministrv of Pub-
lic Security, and the Mimistry of Public Health
10/24/61

Procedures of Supervision and Control by
the Customs of the PRC over Entry and Exit
Trains and the Cargo, Luggage, and Parcels
on Board. Issued by MOFT and the Ministry of
Railways 11/5 /58,

Provisional Procedures for the Supervision
and Control by the Customs of the PRC Over
Entry and Exit of Motor Vehicles and Goods.
Effecuive on notification by MOFT 8/29/63.

Regulations on Border Inspection Proce-
dures. Promulgated by the SC 4,/30/65

Customs Procedures for the Supervision of
Int’l Civil Aircraft. Promulgated by MOFI
10/1/74

Rules Governing the Supervision and Con-
trol of Int’l Civil Aircraft by the Customs Au-
thorities of the PRC. Revised by the MOFI
11/3/75

Rules Governing the Supervision and Con-
trol of the Importation of Goods for Exhi-
bitions by the Customs of the PRC. Promul-
gated by MOFT 11 /3/75.

Provisional Customs Regulations for Super-
vision and Control of Baggage and Articles
Accompanying Inbound and Outbound Over-
seas Chinese and Other Passengers. Promul-
gated by MOFT on 3/23 /78, Effective 4/5/78

Rules Governing the Levying of Import Duty
on the Articles in Passengers’ Baggage and
Personal Postal Parcels of the PRC. Approved
by the SC 6/1 78 Promulgated by the MOFT
8/1/78.
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Interim Customs Procedures for the Collec-
tion of Fees. Ffiective 5/1 /81

Interim Customs Procedures for the Supervi.
sion of Import and Export Containers and the
Goods Contained Therein, Efective 8/1 /81

The GCA’s Notice on Levying Export Cus-
toms Duties. Issued 5/15 /82

Notice of the GCA Concerning the Levy of
Export Duties. Promulgated by the GCA. Ef-
fective 6/1/82

By-Law for Supervision and Control by the
Customs and Imposition and Exemption of
Customs Duty on Import and Export Goods
for Processing and Assembling and as Com-
pensation Trade of Small and Medium Scale.
Promulgated by MOFERT B/6/82. Effective
10/1/82

Measures on Inspection and Taxing of Im-
port and Export Samples and Advertising
Samples. Published in China Trader 10/1 /82

Interim Procedures of the Customs of the
PRC for the Supervision and Control Over
Bonded Goods and Bonded Warehouses.
Promulgated by the GCA on 2/11 /83

Shanghai Customs Measures. Announced
8/15/83

Regulations of the Customs on Bonded Fac-
tories for Processing Imported Material. 'ub-
lished by the GCA 10/26/83.

Regulations of the Customs on the Control of
Baggage and Articles Carried by Incoming
and Outgoing Overseas Chinese Who Return
to China to Visit Relatives. Promulgated by
the GCA 10/28/83.

Regulations on Management of Baggage and
Goods of Overseas Chinese Entering and
Leaving the Border to Visit Relatives. An-
nounced 11/27 /83

Rules Governing the Supervision and Con-
trol Over Inward and Outward Containers
and the Goods Contained Therein. Issued by
the GCA. Effective 1/1 /84

Regulations Concerning the Supervision and
Control Over and the Levying and Exemption
of Duties on Imports and Exports for Chi-
nese-Foreign Contractual JVs. Promulgated
1/31/84 by the GCA, MOF, and MOFERT. Ef-
fective 2/1 /84

Regulations for Carrying Gold or Silver Into
and Out of China. Promulgated by the PBOC
and the GCA. Eftective 2/5/84.

Regulations Concerning Supervision of and
Levying and Exemption of Duties on Imports
and Exports of Chinese-Foreign JVs. Promul-
wated 4/30/84. Eflective 5/1 /84,

Regulations Concerning Import and Export
of Articles by Resident Offices of Foreign En-
terprises and Press and Their Staff Stationed
in China. Promulgated by the GCA. Effective
5/1/84

PRC Customs Regulations on Control of Im-
port and Export of Articles by Personnel of
Foreign Enterprises, News Agencies, and
Other Organizations Stationed in China. 'ro-
mulgated by the SC 5/20/84.

Regulations of Customs of PRC Governing
Supervision and Control on Inward and Out-
bound Postal Packages. Promulgated by the
GCA 9/25/84. EHecuve 10/1 /84,

Regulations of Customs of PRC Governing
Supervision and Control of Personal Postal
Packages Sent to or from Hong Kong and Ma-
cau. Promulgated by the GUA 9/25/84. Effec-
tive 10/1/84.

Regulations to Facilitate Hong Kong and Ma-
cau Compatriots in their Entry and Exit from
China. Issued by the Ministry of Pubhc Secu-
rity 11/30/84.

Regulations Covering Import and Export Du-
ties. Issued by the GCAL Effective 3/10/85

ENTERPRISE TAXATION
(See also Joint Ventures, nl I‘..\pi.-nm’mu. SEZs)

Provisional Regulations Concerning Indus-
trial and Commercial Business Tax. Promul-
gated by the Admin Counail 12/19/50

Provisional Regulations Concerning the Ur-
ban Real Estate Tax. Promulgated by the
Admin Council 8/8/51

Provisional Regulations Governing the Vehi-
cle and Vessel License Plate Tax. Promul-
gated by the Admin Council 9/13/51

Regulations of the Consolidated Industrial
and Commercial Tax (Draft). Adopted by the
Standing Committee of the NPC 9/11 /58, De-
tailed Rules and Regulations. Promulgated by
the MOF 4/13/58

Regulations for Taxation on the Transporta-
tion Incomes of Vessels of Foreign National-
ity. Approved by the SC. Promulgated by the
MOF 6/21/74. Effective 7/1/74.

Regulations Regarding the Levying and Ex-
emption of Industrial and Commercial Tax
for Import and Export Commodities. Ap-
proved by the SC 12/30/80. See The CBR 11—
12/81, p. 55

Income Tax Law of the PRC Concerning For-
eign Enterprises. Promulgated by the Fifth
NPC 12/13/81. EHective 1 /1/82. See The CBR
1-2/82 p. 45 Detailed Implementing Rules
and Regulations. Promulgated by the MOF
2721 /82, Effective 1/1/82.

Notice on Taxation of Transportation Reve-
nue of Foreign Vessels. Issued by the MOF
2/26 /82

Temporary Provisions on Tax Registration
for Foreign Enterprises that Begin Operation
or Close Down. Promulgated by the MOF's
General Tax Bureau 4/15 /82,

Tax Registration Instructions for Foreign En-
terprises in Beijing. Issued by Beijing Tax Bu-
reau’s Foreign Tax Collection Ofhee 4/15/82

Tax Registration Instructions for Foreign En-
terprises in Shanghai. Announced by the
Shanghat Municipal Tax Bureau 6,/10/82,

Notice Concerning Tax Registration. Issued
by the MOF 9/1 /82

Interim Provisions of the MOF of the PRC
Regarding the Reduction and Exemption of
Income Tax Relating to Interest Earned by
Foreign Businesses from China. Promulgated
by the MOF Eftective 1 /1 /83, See The (CBR H—
6/83, p. 45

Interim Provisions of the MOF of the PRC
Regarding the Reduction and Exemption of
Income Tax on Fees for the Use of Propri-
etary Technology. Promulgated by the MOF
12/13/82. Eftective 1/1/83. See The CBR 5-
6/83, p. 45

Tax Regulations for Foreign Contractors’
Operations in China. Effectuve 7/83. Pub-
lished in CEN 1,/30/84

Interim Provisions on the Levying of Indus-
trial and Commercial Consolidated Tax and
Enterprise Income Tax of Foreign Contrac-
tors Undertaking Construction Projects and
Providing Labor Services. Issued 7/0/83 by
various provincial fmancial departments and
tax bureaus
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Tax Regulations on China-Foreign Cooper-
ative Enterprises. Eftective 2/1 /84

Interim Provisions for Collection of Indus-
trial and Commercial Consolidated Tax and
Business Income Tax from China-Based For-
eign Companies. [ssued by the MOF 5/ 14/85.
Fffective 1 /1 /80,

Provisional Regulations Governing Regula-
tory Tax on Wages in State-Owned Enter-
prises. Promulgated by the SC 7/3/85. Effec-
uve 1/1/85

Provisional Regulations of the PRC Regard-
ing Urban Maintenance and Construction
Tax. Promulgated by the SC 2/8 /805,

Interim Provisions Concerning Taxation of
Resident Representative Offices of Foreign
Enterprises. Approved by the SC 4/11/85.

Provisional Regulations on Bonus Tax in
State-Owned Enterprises. Promulgated by the
SC 7/3/85

ENVIRONMENTAL
PROTECTION
Regulations Governing the Breeding and

Protection of Aquatic Resources. Issued by
the SC 2/10/79

Forestry Act of the PRC (for Trial Use).
Adopted in principle by the Sixth Session of the
Standing Committee ol the Fifth NPC
2/25/79

Law on Environmental Protection of the PRC
(for Trial Use). Adopted in principle and pro-
mulgated by the 11th Meeting of the Standing
Committee of the Fifth NPC 9/13/79

Provisional Regulations for Pesticide Field
Trial in the PRC by Foreign Companies. 1s-
sued by the Ministry of Agriculture, Animal
Husbandry, and Fisheries. Effective 6/1 /81,

Provisional Regulations for the Levy of Pol-
lutant Discard Fees. Promulgated by the SC
2/5/82, Effective 7/1/82.

Circular on Provisional Regulations for Col-
lecting Fees for the Discharge of Industrial
Wastes. Issued by the SC on or before
3/29/82, Effective 7/1/82

KEY:

Admin: Administrative

BOC: Bank of China

CCPIT: China Council for the Promotion
of International Trade

CEN: China Economic News

CPG: Central People’s Government

ETDZ: Economic and Technological Devel-
opment Zone

GCA: General Customs Administration
JV: Joint Venture

MinComm: Ministry of Communications
MOC: Ministry of Commerce

MOF: Ministry of Finance

MOFT: Ministry of Foreign Trade (prede-
cessor to MOFERT)

MOFERT: Ministry of Foreign Economic
Relations and Trade

NPC: National People’s Congress

PBOC: People’s Bank of China

PRC: People’s Republic of China

SAEC: State Administration for Exchange
Control

SAIC: State Administration for Industry
and Commerce

SBOS: State Bureau of Standardization
SC: State Council

SEC: State Economic Commission

SEZ: Special Economic Zone

SPC: State Planning Commission
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Regulations Governing the Work of Water
and Soil Conservation. Promulgated by the S(
6Hh /30 /82

Regulations for Pesticide Registration. Is-
sued by the Mmistry of Agriculture, Animal
Husbandry, and Fisheries, Effective 10 /1 /82
Detailed Rules and Regulations. lssuc  dare
NA

Safety Regulations for the Use of Pesticides.
Published by the Minisiry of Agriculture, Am-
mal Hushandry, and Fisheries on or before
T/11/82

Law on Marine Environmental Protection of
the PRC. Approved by the 24th Session of the
Standing Committee of the Filth NPC
8/23/82. Effective 3/1/83

Regulations on Environmental Protection in
Oftshore Oil Exploration and Development.
Promulgated by the SC 12/19/83

Regulations of the PRC on Prevention of Ma-
rine Pollution by Vessels. Promulgated by the
SC 12/29/83

Decision on Environmental Protection Work.
Issued by the SCH/8 /84

SC Circular on Vigorously Practicing Water
Conservation in Cities. Issued by the SC
G/19/84.

Decision on Environmental Protection. [s-
sued by the SC 7 /84,

SC Decision on the Work of Stepping Up Pre-
vention Against Dust and Poisonous Gas Pol-
lution. Issued by the SC 7 /18 /84,

Forestry Law of the PRC. Adopted by the Sev-
enth Session of the Sixth NPC 5 /11 /84, Effec-
tive 11/1/84

Regulations on Preventing Pollution of the
Guanting Reservoir. Issued by Beijing Munici-
pality and Heber and Shanxi provinces 3/85

Regulations on the Prevention of Marine Pol-
lution by Controlling the Dumping of Waste
at Sea. Issued by the SC 3/85. Effective
1/1/85.

FINANCE
(See also Jornt Ventures, SEZs)

Provisional Regulations on Providing Loans
for Capital Construction Projects. Approved
by the SC 8/28 /79

Stipulations on the Handling of Financial
Problems Encountered in the Course of Fi-
nancial Inspections. Issued by the MOF
h/27 /84

Notice on Repayment of Foreign Banks’
Debts, Issued hy the SAEC and the BOC
B/27 /84,

Regulations on the 1985 Treasury Bonds of
the PRC. Promulgated by the SC 11/27 /84

Regulations on Loan Contracts. Issued by the
SC 3/8/85. Effective 4/1 /85

Regulations on the State Treasury. Issucd by
the SC 7/27/85

FOREIGN ENTERPRISE
REGISTRATION

(See also Joint Ventures, SEZs)

Provisional Regulations of the PRC Concern-
ing the Control of Resident Offices of For-
eign Enterprise. Promulgated by the S(
10/30/80. See The CBR 3-4/81, p. 51 (text);
The CBR 3-4/83, p. 28

Notice of the SAIC Concerning Registration

of Resident Offices of Foreign Enterprises.
Promulgated 12 /8 /80
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Notice to Resident Representative Offices
and Personnel of Foreign Enterprises in
Beijing Regarding Customs Formalities for
the Importation of Office and Personal Arti-
cles. Issued by the Beijing Customs Authority
12/25 /80

Provisional Regulations on the Standards of
Registration Fees to be Paid by JVs Using
Chinese and Foreign Investment. Promul-
gated by the SAIC 2/2/82

Special Provisions Governing Representative
Offices in Shanghai. Approved by the Shang-
hai Municipal Government 41 /82,

Interim Regulations for the Control of Resi-
dent Offices of Foreign, Overseas Chinese,
Hong Kong, and Macau Enterprises in
Guangdong Province. Announced 4/2/82

Regulations on Registration and Administra-
tion of Industrial and Commercial Enter-
prises. Adopted 7/7 /82, See The CBR 3-4 /83,
p- 28

Provisional Regulations for the Establish-
ment of Representative Offices in China by
Overseas Chinese and Foreign Financial In-
stitutions. Issucd by the PBOC 2/1 /8% See
The CBR 3-4/84, p. 25.

Circular Concerning the Establishment of
Permanent Agencies in Tianjin City by For-
eign Institutions. Issued by the PBOC 2 /1 /83

Procedures for the Registration and Admin-
istration of Resident Offices in China of For-
eign Enterprises. Approved by the SC 3,5 /8%,
See The CRR H-G/83, p. 46; The CBR 3-4/84,
p. 24,

Notice of the SAIC Concerning the Question
of Registering Foreign Companies that Come
to Our Country to Cooperate in the Develop-
ment and Contract for Projects. Issued
3/12/85% Explanation of the Notice ... .ls-
sued by the SAIC 5/4 /83,

Decision on Revised Examination and Ap-
proval Procedures Relating to the Establish-
ment of Permanent Representative Offices of
Foreign Enterprises. Issued by MOFERT. Ef-
fective 11/1 /84

Revised Registration Procedures for Chi-
nese-Foreign |Vs, Cooperative Enterprises,
Wholly Owned Foreign Enterprises, and For-
eign Business Representative Offices in
Guangdong and Fujian Provinces, SEZs, the
14 Open Cities, and Hainan Island. Issued by
the SAIC.

FOREIGN EXCHANGE
CONTROL
Provisional Regulations of the BOC on For-

eign Exchange Certificates. Issued by the
BOC 3/19/80.

Measures on Short-Term Foreign Currency
Loans of the BOC. Adopted by the S(¢
8/30/80

Provisional Regulations for Foreign Ex-
change Control of the PRC. Promulgated by
the SC 12/18/80. Eftective 3/1/81. See The
CBR11-12/81, p. 53

Foreign Exchange Control Relating to State
Units and Collective Economic Organiza-
tions. Approved by the SC. Effecuve 3/1 /81

Provisional Regulations for Exchange Con-
trol of the PRC. Adopted by the SC 12/5/80
and promulgated by the SC 12/18/80. Effec-
tive 3/1 /81, See The CBR 3-4/81, p. 49

Rules Governing the Carrying of Foreign Ex-
change, Precious Metals, and Payment Instru-
ments in Convertible Currency Into or Out of
China. Promulgated by the SAEC and pub-
lished 8/10/81

Rules for the Implementation of Foreign Ex-
change Control Relating to Foreign Repre-
sentations in China and their Personnel. Pro-
mulgated by the SAEC and published 8/10 /81,

Detailed Rules for Approval of Applications
by Individuals for Possession of Exchange.
Promulgated by the SAEC 12/31 /81, Effective
1/1/82.

Detailed Rules Concerning Exchange Con-
trol Relating to Individuals. Promulgated by
the SAEC 12/31 /81, Effecuve 1/1/82

BOC Regulations for Foreign Currency De-
posits (Category A), (Category B), and for the
Special Deposits of Renminbi. Promulgated
by the BOC, Published in Chona Daily
11/18/82.

Regulations for the Use of Currency in
Contributing Taxes to the State and in Settle-
ment of Accounts with Enterprises or Indi-
viduals Residing in China by JVs with Chi-
nese and Foreign Investment. Fllective
2/24 /83

Rules for the Implementation of Exchange
Control Regulations Relating to Enterprises
with Overscas Chinese Capital, Enterprises
with Foreign Capital, and Chinese and For-
eign JVs. Approved by the SC 5/19/83. Pro-
mulgated by the SAEC 8/1 /83

Instructions on Foreign Exchange Loans. [s-
sued by the BOC. Published in CEN, 1/1/84.

BOC Regulations on Foreign Currency De-
posits. Issucd by the BOC 5/26/84.

Regulations on Withdrawal of Foreign Ex-
change Deposits. Formulated by the BOC and
approved by the SC. Effective 3/1/85

Decision on Strengthening Control of For-
eign Exchange. Issued by the SC 3 /85

Penal Provisions for Vielation of Exchange
Control Regulations. Approved by the SC
3/256/85. Announced by the SAEC on 4/5 /85,

FOREIGN TRADE
ADMINISTRATION

Provisional Regulations Governing Export
License System of the Import and Export
Commission and MOFT. Promulgated by
MOFT 6/3/80. Eftective 10/1 /80

Details Concerning the Export License Sys-
tem Governing 11 Categories of Export Com-
modities. Issued by the MOFT and the GCA
1/22/82. Promulgated 2/1 /82,

Interim Procedures for the Administrative
Systems of National Specialized Corpora-
tions. Promulgated by the SC 3 /16,/82.

Provisional Regulations Governing the Sys-
tem of Licensing the Import of Goods. Pro-
mulgated by the SC on 1/10/84. Implement-
ing Rules for the Provisional Regulations.
Promulgated by MOFERT and the GCA
5/15/84

Circular on Improving Work in Import of
Technology and Equipment and Avoiding
Repetition and Waste. Issued by the SEC on or
hefore 3/23 /84

Circular Concerning Application Procedures
for Export Licenses and License-Issuing
Organizations. Issued by MOFERT i or be-
fore April 1184

Commodities Needing Export Licenses. Ad-
cdittons to MOFERT list as of 4/10/84.

Regulations Governing the Export and Do-
mestic Production of Four Textiles. Issued by
MOFERT. Effective 2/1/85.
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INDIVIDUAL TAXATION

Individual Income Tax Law of the PRC.
Adopted at the Third Session of the Fifth NPC
and promulgated 9/10/80. See The CBR 11
12/80, p. 38 Detailed Implementing Rules
and Regulations. Promulgated by the MOF
12/14/80. Eftective 9/10/80

Notice of the Foreign Tax Collection Office
of the Beijing Municipal Tax Bureau. Dated
6/30,/82

Notice Regarding Exemption from Tax Re-
porting and Payment of Individual Income
Tax for Income Gained Outside China by
Personnel of Foreign Nationality Working in
China. Finance Tax Document No. 62, dated
3/7/83

INSPECTION AND HEALTH

Regulations on the Inspection of Import and
Export Commodities of the PRC., Promul-
gated by the SC 1/28 /84, Abolishes previous
Provisional Regulations promulgated 1 /3 /54,

The Frontier Health and Quarantine Regula-
tions of the PRC. Adopted by the 88th Meeting
ol the Standing Committee of the First NPC
12/23/57 Enforcement Rules. Approved by
the SC 9/19/77

Food Sanitation Regulations of the PRC. Pro-
mulgated by the SC B/28/79.

Trial Procedures for Monitoring Infectious
Diseases in Border Ports. Issued by the Minis-
try of Public Health 6/18/80.

Current List of Commodities Subject to In-
spection. Issued by the MOFT 2/1 /82,

Procedures of the PRC for Supervision of
Sanitation at Border Ports of the PRC. Issued
by the Mimstry of Public Health, MinComm,
CAAC, and the Ministry of Railroads 2/4 /82

Provisional Regulations Regarding Applica-
tion by Foreign Companies to Carry Out Clin-
ical Trials of New Drugs in the PRC. Issued by
the Ministry ol Public Health. Date NA.

Animal and Plant Import and Export Quaran-
tine Regulations of the PRC. Promulgated by
the SC 6/4 /82

Food Hygiene Law of the PRC (for Trial Im-
plementation). Approved by the 25th Meeting
ol the Standing Committee of the Fifth NPC.
Eftective on a trial basis 7/1 /83,

Regulations of the PRC on Inspection of Im-
port and Export Commodities. Promulgated
by the SC 1 /28 /84.

Circular on Registration of Pharmaceuticals.
Issued by the Ministry of Public Health, the
SAILC, and the State Pharmaceutical Adminis-
tration, Published 7/13/83, EHective 8/1 /84,

Measures for Inspection of Ship Holds Carry-
ing Cereals, Oils, Foodstuffs, and Frozen
Products for Export. Promulgated by the State
Administration for the Inspection of lmpornt
and Export Commodines. Effective 7/1/84

Measures for Inspection of Containers Carry-
ing Perishable Goods, Foodstuffs. Promul-
gated by the State Admimstranon for Inspec-
tion of Import and Export Commaodities
Eftecuve 7/1/84

Provisional Regulations Regarding Hygiene
Management of Export Foods. Promulgated
by the State Administration ol Inspection of
Import and Export Commodities 7/16/84. Ef-
fective 1/1 /85

Circular on Nationwide Antismoking Cam-
paign. Issued by the Central Patriotic Health
Campaign Committee and the Ministry of Pub-
lic Health 4/1 /85,

Joint Circular on Soft Drink Manufacture. Is-
sued by the SBOS, the Ministry of Public
Health, the SAIC, and four other units 5 /2 /85

PRC Pharmaceuticals Control Law. Approved
by the Seventh Session of the Sixth NPC Stand-
ing Commitiee 9/20/84. Effective 7/1 /85,

INSURANCE
(See also Labor)

Provisional Rules for General Average Ad-
justment of the CCPIT. Promulgated 1/1,/75.

Regulations of the PRC on Contracts of Prop-
erty Insurance. Promulgated by the SC
9/1/83

Provisional Regulations on Management of
Insurance Businesses. Promulgated by the SC
4/1/85

INTELLECTUAL PROPERTY AND
TECHNOLOGY TRANSFER

(See also Contracts, ['.'Jrh'spn.u' Taxation, SEZs)

Provisional Regulations on the Guarantee of
Invention Rights and Patent Rights. Ap-
proved by the 45th Gov't Administrative Meet-
ing ol the Gov't Admin Council 8/11/50.

Regulations on Awards for Quality Products
of the PRC. Promulgated by the SEC 6/30,/79.
Supplementary Implementing Regulations.
Issued by the SEC 2/28/81

CCPIT Rules for Foreign Enterprises Apply-
ing for Trademark Registration in China. Re-
vised 12/12/80.

The Trademark Law of the PRC. Adopted at
the 24th Session of the Standing Committee of
the Fifth NPC 8/23/82. Effective 3/1/83. Ab-
rogated 1963 Trademark Law. See The CBR 3—
4/83, p. 28, Implementing Regulations. Pro-
mulgated 3/10/83. Abrogated 1963 Trade-
mark Law Implementing Regulations.

Circular Revising Provisions on Cash
Awards. Issued by the SC and announced
5/12/84. Eftective 1/1/84

Patent Law of the PRC. Adopted at the Fourth
Session of the Standing Committee at the Sixth
NPC3/12/84. See The CBR 1-2/85 p. 50. Im-
plementing Regulations. Promulgated by the
China Patent Office 1/19/85. Effective
4/1/85.

Regulations on Rewards for Inventions. Pro-
mulgated as a circular by the SC 12/28/78.
Ettecuive 1/16/79. Amended 4/25/84.

Regulations Governing PRC’s Natural Sci-
ence Prizes. Promulgated by the SC 12/7/79.
Amended 4,/25/84.

Circular Concerning the Establishment of a
Patent Office in the Country. Issued jointly by
the SEC, the State Scientific and Technological
Commission, the Ministry of Labor and Per-
sonnel, and the China Patent Office 9/1 /84,

Regulations of the PRC for Promotion of Sci-
entific and Technological Advances. Promul-
gated by the SC 9/84.

Interim Regulations Concerning Technology
Transfer. Promulgated by the SC 1,/10/85

Implementing Regulations for the Reduction
or Postponement of Payment for Patents by
Individual Applicants. Promulgated by the
China Patent Othee 2/4/85

Circular on Rules for People’s Courts in All
Localities to Follow in Trying Cases Involv-
ing Patent Rights. Issued by the Supreme Peo-
ple’s Court 3/85

Provisional Regulations on Claims of the
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Right of Priority with Respect to Applica-
tions for the Registration on Trademarks. Ap-
proved by the SC and promulgated by the SAIC
3/15/85, Efective 3/19/85

Circular on the Use of Unregistered Trade-
marks. Jointly issued by the SEC, MOFERT,
and the Ministry of Agriculture, Animal Hus-
bandry, and Fisheries 4,/29/85

Regulations Concerning Administration of
Technology Import Contracts. Promulgated
by the SC 5/14/85.

Regulations of the PRC on Controlling Tech-
nology Import Contracts. Promulgated by the
SC 5/24/85. See The CBR 11-12/85

JOINT VENTURES

(See also Customs, Foreign Eult'lpnu' Hfgi\.!mrmn.
Foreign Exchange Control)

The Law of the PRC on JVs Using Chinese
and Foreign Investment. Adopted at the Sec-
ond Session of the Fifth NPC 7/1/79. Promul-
gated 7/8/79. See The CBR T-8/79, p. 46; The
CBR 11-12/82, p. 23. Implementing Regula-
tions. Promulgated by the SC 9/20/83. See The
CBR 11-12/83, p. 44 (text); The CBR 9-10/84

p. 22

Regulations of the PRC on the Registration
of JVs Using Chinese and Foreign Invest-
ment. Fromulgated by the SC 7/26 /80. See The
CBR 11-12/80, p. 41; The CBR 3-4/83, p. 29.

Regulations of the PRC on Labor Manage-
ment in JVs Using Chinese and Foreign In-
vestment. Promulgated by the SC 7/26/80.
See The CBR 11-12/80, p. 43; The CBR 5-
6/84, p. 18, Implementing Regulations. Is-
sued by the Ministry of Labor and Personnel.
Effective 1/19/84.

Provisional Regulations Concerning the Use
of Land for Construction by JVs Using Chi-
nese and Foreign Investment. Issued by the
SC 7/26/80.

The Income Tax Law of the PRC Concerning
JVs with Chinese and Foreign Investment.
Promulgated by the Fifth NPC 9/10/80. See
The CBR 11-12/80, pp. 36, 39. Detailed Im-
plementing Rules and Regulations. Promul-
gated by the MOF 12/14/80. Effective
9/10/80. See The CBR 3-4/81 p. 53,

Provisional Regulations for Providing Loans
to JVs of Chinese and Foreign Ownership by
the BOC. Promulgated by the BOC 3/13/81.
See The (CBR 11-12/81, p. 53

Provisional Regulations of the SAIC of the
PRC on the Standards of Registration Fees to
be Paid by JVs Using Chinese and Foreign
Investment. Approved by the SC. Promulgated
by the SAIC 2/2/82

Announcement of the SC on Taxation of JVs
and Cooperative Operations with Chinese-
Foreign Investment. Issued 9,21 /82

JV Tax Concessions. Announced 4/8/83

Decision of the NPC Standing Committee on
the Revision of the Income Tax Law for Chi-
nese-Foreign JVs. Approved and promul-
gated by the Second Session of the Sixth NPC
Standimg Committee 9/2/83,

Interim Measures of Shanghai on Preferential
Treatment of Chinese-Foreign JVs. An-
nounced 10/83.

Circular of Guangdong Prohibiting JV or Co-
operative Commodity Sales and Import and
Export Enterprises. Issued by the Guangdong
Provincial Foreign Economic and Trade Com-
mission on 11/21/83%

Guangdong Tax Concessions for Chinese-
Foreign JVs. Announced 11/27/83.



Implementing Measures for the Regulations
of the Shanghai Municipality on the Conduct
of Talks and the Procedures of Examination
and Approval Regarding the Establishment
of Chinese-Foreign JVs and the Acceptance
of Self-Run Enterprises Being Invested in
and Established by Foreign Business (For
Trial Implementation). Promulgated by the
Shanghar Municipal Commission ol Foreign
Fconomic Relations and Trade 9/84

Regulations of Shanghai on the Implementa-
tion of Labor Management in JVs Using Chi-
nese and Foreign Investments (For Trial Im-
plementation). Issued by the Shanghai
Municipal People’s Gov't. Eftecuve 11/1/84

Provisional Regulations of Shanghai Munici-
pality for the Supply and Distribution of
Goods and Materials and the Control of
Prices for Chinese-Foreign JVs. lssued by the
Shanghai Municipal Gov't. Effective 12/20/84

The Accounting Regulations of the PRC for
the JVs Using Chinese and Foreign Invest-
ment. Promulgated by the MOF 3/4/85. Ettec-
tive 7/1/85

JUSTICE

The Law on the Organization of the People’s
Courts of the PRC. Adopted by the Fifth NPC

7/1/79.

The Law on Criminal Procedure of the PRC.
Adopted by the Fifth NPC 7/1/79

Provisional Regulations on Lawyers of the
PRC. Adopted by the Fifth NPC 8/16/80. Ef-
fective 1/1/82. See The CBR 5-6/82, p. 39

The Law on Civil Procedure of the PRC (for
Trial Implementation). Adopted by the Fifth
NPC B/8/82 See The CBR H-6/82, p. 39,

Constitution of the PRC. Adopted by the Fifth
Session of the fifth NPC and promulgated
12/4/82.

LABOR

(See also Enterprise taxation, Joont Ventures,

SEZs)

The Trade Union Law of the PRC. Adopred at
the Eighth Session of the CPG Council
6/28/50. See The CBR 5-6/84, P 22

Labor Insurance Regulations of the PRC.
First promulgated by the Admin Council
2/26/51. Promulgated as amended 1/2/53
See The CBR 5h-6/84, p. 20

Regulations on Factory Safety and Sanitation.
Adopted by the 29th Plenary Session of the SC
5/25/506.

Provisional Regulations of the SC Concern-
ing the Granting of Home Leave to Workers
and Staff Members and Wages to Them on
Such Leave. Adopted as amended by the S(
2/6/H8.

Provisional Regulations of the SC Concern-
ing the Retirement of Workers and Staff
Members. Amended and adopted 2/6/58

Interim Provisions for the Living Hardship
Subsidies to Surviving Family Members of
Deceased Working Personnel of State Organs
and Institutions. Issued 2/13 /80

Notice of the State Bureau of Labor and the
MOF Concerning the Request of Staff Mem-
bers and Workers of State Enterprises for
Marital, Funeral, or Journey Leave. lssucd
2/20/80

Provisional Regulations Concerning Piece-
Rate Wages in State-Owned Enterprises
(Draft). Issued by the SPC, the SEC, and the
Ministry of Labor and Personnel 4/1/80.
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Notice of the All-China Federation of Trade
Unions, the PBOC, and the MOF Concerning
the Allotment of Trade Union Outlays in
Strict Accordance with the Provisions of the
“Law of Trade Unions.” lssued 12/31 /80

Provisions of the MOF for Traveling Ex-
penses for Home Visits of Staff Members and
Workers. Issued 4/8/81.

Interim Provisions for the Administration of
Staff and Workers Educational Funds and
their Expenditure Limits. Promulgated by the
MOVF H/8/81.

Provisional Regulations Concerning Con-
gresses of Workers and Staff Members in
State-Owned Industrial Enterprises. Ap-
proved and promulgated by the Central Com-
mittee ol the Communist Party of China and
the SC. Issued 6/15/81

Regulations Governing Awards for Ratio-
nalization Proposals and Technical Renova-
tions. Promulgated by the SC 3/16/82

Notice of the SC to Rigorously Curtail Abu-
sive Payments of Overtime Wages by Enter-
prises. lssued 4 /8/82

Regulations on Rewards and Penalties for
Enterprise Workers and Staff Members.
Adopted by the Standing Committee of the SC
3/12/82, Promulgated 4/10/82. See The CBR
b-6/84, p. 23.

Work Regulations for Staff and Workers of
Power Supply Departments. Promulgated
9/18/81.

Regulations on Cooperative Operations by
Urban Laborers. Promulgated by the SC
4/13/83

The Constitution of the Chinese Trade
Unions. Adopted by the 10th Chinese Trade
Union Congress 10/23/83

Circular on Relevant Questions Concerning
the Bonuses Issued by State Enterprises. Is-
sued by the SC 4/16/84.

Yunnan Regulations on the Labor Contract
System. Issued by the Provincial People’s Gov't
7/84

MARITIME

Procedures of the Customs of the PRC for the
Supervision and Control Over Vessels En-
gaged in Int’l Navigation and the Cargo They
Carry. Published on notification by MinComm
and the MOFT 12/31/58

Regulations Governing Collection of Port
Dues and Charges on Ocean-Going Vessels
Engaged in Int’l Trade and on Imported or
Exported Foreign Cargoes. lssucd by
MinComm 10/1/78

Charges and Rates of China Ocean Shipping
Agency. Approved by MinComm. Elfective
10/1/78

Business Regulations of China Ocean Ship-
ping Agency. Approved by MinComm. Eflec-
tive 10/1/78

Regulations Governing Supervision and Con-
trol of Foreign Vessels by the PRC. Approved
by the SC 8/22/74%

Regulations for Collecting Charges for
Firefighting on Oceangoing Vessels in Chi-
nese Ports. Issucd by MinComm 1/1 /80

Regulations for the Management of Loading
and Unloading of Foreign Trade Vessels in
Port. Issued by MinComm 4 /80,

Provisional Rules Governing Collection of
Port Dues and Charges on Containerized Im-
ported and Exported Foreign Cargoes. Issued
by MimConmm 6,15 /80,

Regulations for Collecting Tallying Fees by
the China Ocean Shipping Tally Company.
Approved by MinComm. Effective 7/1/80

Provisional Regulations for Survey of Dam-
aged Cargo Imported through Maritime
Transportation. Effective 4 /81

Regulations Concerning Calculation of Dis-
patch Money/Demurrage for Vessels
Loading/Discharging at the Port of Dalian.
Issued by Dalian Harbor Administration Bu-
reau in 1982, See The CBR 1-2/83

Regulations Governing Business Activities of
the China Ocean Shipping Tally Company.
Approved by MinComm. Effective 3/1 /82

Regulations Governing Supervision and Con-
trol of Vessels Carrying Dangerous Goods.
Approved by MinComm. Elfective 1/1/82

Regulations Governing Supervision and Con-
trol of Vessels of Foreign Registry Sailing in
the Yangzi River. Promulgated by MinComm
1/20/83

Law of the PRC on the Safety of Maritime
Traffic. Approved by the Sixth NPC and pro-
mulgated 972 /83 Effective 1/1,/84

Provisional Regulations on Goods Disper-
sion and Management at Shanghai Port. Ap-
proved by the Eighth Session of the Standing
Committee of the People’s Congress of Shang-
hai. Effective 6/1 /84

Decision of the NPC Standing Committee on
the Establishment of Maritime Courts in Port
Cities. Promulgated by the President of the
PRC 1/26/85

Regulations for Stepping Up Efforts to Re-
lieve Port Congestion. Formulated by the SC's
leading group m charge of sea, land, and an
ports on 2/1 /835,

Regulations Governing Control of Oil Tank-
ers with Respect to Safe Operations. Promul-
wated by the MOC. Date NA.

Regulations with Respect to Seaport Pilot-
age. Issucd by MinComm. Date NA

OIL EXPLORATION

(See also Enterprise Regulations, Envirenmental
Protection, Joini Ventures)

Regulations of the PRC on the Exploitation
of Offshore Petroleum Resources in Cooper-
ation with Foreign Enterprises. Promulgated
by the SC 1 /30/81

Rules Concerning the Levy and Exemption of
Customs Duties and Consolidated Industrial
and Commercial Tax on Imports and Exports
for the Chinese-Foreign Cooperative Exploi-
tation of Offshore Petroleum. Promulgated by
the GCA and the MOF 4/1 /82

Customs Regulations Concerning the Import
of Personal Luggage and Articles by the Staff
of Foreign Oil Companies Upon Entry Into
China to Participate in the Cooperative
Exploitation of Offshore Petroleum. Promul-
gated by the GCA on 4/1 /82

Provisions of the Ministry of Petroleum In-
dustry of the PRC for the Control of Data
Concerning the Exploitation of Offshore Pe-
troleum Resources in Cooperation with For-
eign Enterprises. [ssued 4/19/83

Circular on Sino-Foreign Cooperative Qil
Exploration. Issued by the SC 4 /85

POWER

Regulations on Water Conservancy,
Hydropower Project Management. Issued by
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the Ministry of Water Resources and Electric
Power 4/20 /83

SC Provisional Regulations on Unified Dis-
tribution of Electric Power to Guarantee
Electricity for Important Plants. Issued on
1/18/84

SPECIAL ECONOMIC ZONES
AND OPEN CITIES

(See also I'rr!r'l"m'."w Taxation, Foreign .".'Ml':fn.uw
Registration, Maritime)

Regulations of the PRC on SEZs in
Guangdong Province. Approved by the Fifth
NPC 8/26/80. Effective alter adoption by
Guangdong Provincial People’s Congress and
alter approval of the Standing Committee ol
the NPC. See The CBR 9-10/80, p. 54, The
(CBR 11-12/81, p. 56.

Excerpts from Investor’s Handbook (Revised
and Enlarged Edition) China Merchants
Shekou Industrial Zone in Shenzhen SEZ of
Guangdong Province. Issued by the China
Merchants Steam Navigation Co., Lad., 9/81

Resolution of the Standing Committee of the
NPC Concerning the Authorization of the
People’s Congresses and their Standing Com-
mittees of Guangdong Province and Fujian
Province to Formulate Specific Economic
Regulations for their Respective SEZs.
Adopted at the 21st Session of the Standing
Committee of the Fifth NPC 11 /26/81.

Provisional Regulations on Registration of
Enterprises in SEZs of Guangdong Province,
Adopted at the 13th Session of the Standing
Committee of the Filth Guangdong Provincial
People’s Congress. Promulgated 12,24 /81 Ef-
fective 1/1/82. See The CBR 3-4 /82, p. 46.

Provincial Provisions on Land Control in
Shenzhen SEZ. Promulgated 12/24/82 by
Fitth Guangdong Provincial People’s Con-
gress. Efective 1/1/82. See The CBR 3-4 /82,
p. A4

Provisional Entry/Exit Rules for the SEZs in
Guangdong Province. Promulgated 12/24 /8]
by the Fifth Guangdong Provincial People’s
Congress. Eftective 1/1/82. See The CBR 3-
1/82, p. 41

Provincial Provisions on Wages in the Enter-
prises in SEZs in Guangdong Province, Pro-
mulgated 12/24/81 by the Fifth Guangdong
Provincial People’s Congress. Effective
1/1 /82, See The CBR 3-4/82, p. 42,

Provisional Measures of Shenzhen Municipal-
ity Governing Urban Construction. Adopted
by the Shenzhen Municipality People’s Gov't
7/1/82

Guidelines for Investment and Plant Con-
struction in Shantou SEZ, Guangdong. Pub-
lished by the Shantou SEZ Trust and Invest-
ment Company 3/29/83

Regulations on the Development of Hainan
Island. Issued by the Central Committee of the
Communist Party of China and the SC
h/21/83.

Resolution of the Standing Committee of the
Guangdong Provincial People’s Congress on
Approving the “Regulations Concerning the
Management of Commodity House Property
in the Shenzhen SEZ.” Adopted by the Sixth
People’s Congress of Guangdong Province
11/15/83

Rules for the Shenzhen SEZ on Property Man-
agement. Promulgated by the Guangdong Pro-
vincial People’s Congress | /23 /84

Provisions of the Shenzhen SEZ on Economic
Contracts Involving Foreign Interests. Pro-
mulgated by the People’s Gov't of Guangdong
Province 2/7/84. See The CBR 9-10/84_ p. 16

Provisional Regulations of the Shenzhen SEZ
Concerning Technology Imports. Promul-
gated by the People’s Govit of Guangdong
Province 2/8 /84,

Rules for the Implementation of the Interim
Provisions for the Registration and Adminis-
tration of Enterprises in the Shenzhen SEZ.
Promulgated by the Shenzhen Municipal Peo-
|J|l“\ Gov’t 2/9/84

Procedures on How to Set Up and Manage
Wholly Owned Foreign Enterprises in
Shenzhen SEZ. Published 6,4 /84

Preferential Measures for Investment in En-
terprises by Overseas Investors. |ssued by the
Guangzhou Municipal People’s Gov't 9/84

Circular: Relatives of Overseas Chinese and
Compatriots in Hong Kong and Macau May
Accept Imported Means of Production Under
¥20,000 Offered by Their Kin. Issued by the
Ofhce ol the Guangdong Provincial People’s
Gov't 9/9/84

Provisions for Preferential Treatment in
Dalian ETDZ. Promulgated by the Mumcipal
People's Gov't of Dalian 10/15 /84

Interim Provisions of the SC of the PRC on
Reduction in or Exemption from Enterprise
Income Tax and the Consolidated Industrial
and Commercial Tax for SEZs and the 14
Coastal Cities. Published i China Dairly
11/30/83 0 Income tax provisions effective
1984 Industrial and commercial tax provisions
cftective 1271 /84

Interim Procedures of the Shenzhen SEZ for
the Nonbanking State-Owned Financial Insti-
tutions. Approved by the PBOC. Effective
1/21/85

Interim Procedures for Banks' Mortgage
Loans. Approved by the PBOC. Elfective
1/21/85

On 2/24/85, the Standing Committee of the
Fujian Provincial People's Congress promul-
gated the following four sets of regulations:

Regulations on the Registration of Enter-
prises in the Xiamen SEZ.

Regulations on the Use of Land in the
Xiamen SEZ.

Regulations on Labor Management in the
Xiamen SEZ.

Regulations on Economic Association Be-
tween the Xiamen SEZ and Other Parts of
China.

Regulations Governing Foreign Banks and
Joint Chinese-Foreign Banks in SEZs of the
PRC. Promulgated by the S( 2/85.

On 4/9/85, the Guangzhou Municipal People’s
Gov't formulated the following six sets of regu-
lations

Interim Regulations on the Guangzhou
ETDZ.

Interim Regulations of the Guangzhou ETDZ
Concerning the Introduction of Technology.

Tentative Procedures of the Guangzhou
ETDZ for Land Management.

Provisional Procedures for the Implementa-
tion of the Industrial and Commercial Taxes
in the Guangzhou ETDZ.

Interim Provisions on Certain Matters Relat-
ing to Inland Associated Enterprises (or Un-
dertakings) in the Guangzhou ETDZ.

Provisional Procedures for the Registration
and Administration of Enterprises in the
Guangzhou ETDZ.
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Trade Union Rules of the SEZs. Approved n
the Guangdong People’s Congress. Eftective
5/25/8hH

On 7/20/85, the 10th People’s Congress of
Tianjin Municipality adopted the following
four sets of regulations

Regulations on the Tianjin ETDZ.

Regulations on the Registration and Admin-
istration of Enterprises in the Tianjin ETDZ.

Provisions of the Tianjin ETDZ on Land Man.
agement.

Provisions of the Tianjin ETDZ on Labor
Management,

TRANSPORTATION

(See also Marvtime)

Regulations on Improving Highway Trans-
portation. Promulgated by the SEC 6/11 /82

Surcharges Levied on Motor Vehicles for
Highway Construction. Effective 5/1 /85

MinComm Circular on Care of Freight. Issued
bh/28/8hH

TRAVEL AND TOURISM

Regulations Controlling the Entry, Exit,
Transit, Residence, and Travel of Foreign
Nationals. Approved by the Second NPC
3/13/64. Effective 4/13/64.

Law of the PRC Concerning Travel and Tour-
ism. Drafted by the Law Research Institute of
the Chinese Academy for Social Sciences. Pro-
mulgated in 1984

SC Circular on the Approval and Circulation
of State Travel and Tourism Bureau Request
on the Popularization of Beijing’s Jianguo
Hotel’s Management Methods. lssucd
7/24/84.

MISCELLANEOUS

Provisional Notarial Regulations of the PRC.
Promulgated by the SC 3,4 /82

Decision of the Standing Committee of the
Fifth NPC Concerning the Exercise of the
Power of Approval of the Former Foreign In-
vestment Control Commission by MOFERT.
Adopted at the Fifth NPC 3/5/83.

Provisional Regulations on Intensification of
Control over Foreign-Oriented Processing
and Assembling Industry. Promulgated by the
Guangzhou Provincial People’s Gov't 5/13 /83,

The Statistics Law of the PRC. Adopted by
Sixth NPC 12/8/83.

Decree on Unifying the Official Measurement
Units in Our Country. Promulgated by the SC
2/27/84.

SEC Report on Speeding Adoption of Int’l
Standards. Issued by the SC 2 /28 /84.

Regulations on Production Licenses for In-
dustrial Products Under Trial Implementa-
tion. Promulgated by the SC 4,7 /84

Fire Prevention Law. Promulgated by the SC
5/13/84. Effective 10/1/84

SC Circular on Commodity Prices. Issued
3/13/85 Effective after approval by provincial
people’s govis.

Regulations of the PRC on the Administra-
tion of Standardization. Promulgated by the
SBOS 3/15/85

Quality Control Regulations. Promulgated by
the SBOS 3/15/856
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China’s Private Entrepreneurs

Small-scale private business prospers under socialism

ecent visitors to China

note with amazement the

rapid revival of market ac-

tivities in spite of 35 years
ol determined socialist transforma-
tion. One notable trend in many
parts of the country is the growing
number of privately owned and oper-
ated enterprises. The individuals and
families who start their own busi-
nesses are known as getihu, which
translates roughly as “individual op-
erators.”’

l.ike China's economic reform
program itself, the recent resurgence
ol private enterprise began first in
the countryside. When peasants be-
gan to operate successfully as individ-
ual productive units, China’s reform-
ist leaders decided to expand the
program to the cities. Whereas peas-
ants are still ued in part to State plans
and quotas, urban enterpreneurs op-
erate outside them, relying on mar-
ket signals and their own ability to
procure needed supplies and sell fin-
ished goods. In many sectors they
compete with State and collective en-
terprises, ideally acting as a spur to
greater efficiency throughout the
economy. They also provide much
needed services that are often other-
wise unavailable.

Encouragement of individual en-
terprises is designed 1o alleviate some
pressing problems: strong demand
on State funds; the State's admitted
inability to manage all aspects of the
economy; unbalanced regional and
sectoral development; severe unem-
ployment, especially of urban vouth;
and widespread discontent at the low
material standard of living and the
low availability of services,

But the new policy is not without

its detractors. Continuing reports of

harassment of getihu demonstrate
that opponents are not reconciled to
letting them become a permanent

a6

Thomas B. Gold

feature of Chinese city life. More-
over, the new encouragement of pri-
vate enterprise is often little more
than a legitimation of the under-
ground economy active in China and
maost other socialist societies.

Nonetheless, evidence from ofth-
cially published materials, personal
observations, and interviews demon-
strates convincingly that China’s pri-
vate sector is important and expand-
ing, in spite of uncertainties over how
long it will last.

A calculated risk

Privately owned enterprises never
completely vanished in China, de-
spite numerous attacks since 1949,
In 1953 some 9 million citizens—
about 10 percent of the urban popu-
laion—worked in individual enter-
prises in China’s cities and towns. By
the end of 1956, the socialist trans-
formation of industry and commerce
had reduced their ranks to 160,000.
But the economic debacle of the radi-
cal Great Leap Forward in the late
1950s created the need to loosen
controls on private businesses in the

1960s, and by 1965 the number of

private entrepreneurs was back
above 1 million. The Cultural Revo-
lution that followed brought severe
repression of these businesses, and
they almost completely disappeared.

The post-Mao era has seen yet an-
other turnaround. In March 1978,
when the First Session of the Fifth
National People’s Congress reit-
erated constitutional protection of

Thomas B. Gold is assistant professor of
soctology at the University of California
at Berkeley. He is the author of State
and Society in the Taiwan Miracle, to
be published soon by M.E. Sharpe. He
interviewed the getihu deseribed in this
article on several trips to China in recent
years.

individual enterprises, officials
counted approximately 140,000
workers in about 100,000 private en-
terprises. By mid-1980, the number
of such enterprises had increased to
400,000, By the end of 1984, the city
of Guangzhou alone counted
100,000 private businesses, and the
inland city of Wuhan 50,000, The
most recent data on getihu are pre-
sented in the chart on page 48.

Fifty-five percent of the individual
enterprises engage in commerce. Re-
tail sales by private businesses now
account for 14 percent of China’s to-
tal, a share that is rising fast. Many
private enterprises are in service
trades such as repairs, carpentry,
photography, eateries, and catering.
Transport, especially between coun-
try and city, is a popular undertaking
for entreprenecurs. Jiangsu Province
reportedly had 280,000 transport
enterprises in June 1985, compared
to 700 only a few vears back. Indus-
trial enterprises under private own-
ership include tailors, furniture mak-
ers, and handicrafis.

In deciding to take the lid off the
long-stifled entrepreneurial energy
of some ol its citizens, the current
leadership took a cue from the suc-
cess of small enterprises in other Chi-
nese societies—Taiwan, Hong Kong,
and Singapore. With little capital or
government assistance, Chinese else-
where set up industrial, commercial,
and service enterprises, taking a bur-
den oft the State, generating reve-
nues, filling economic and social
needs, absorbing labor, and working
such long hours that they had little
time for political troublemaking.

These economic and social reasons
for giving a green light to the individ-
ual economy may seem convincing
enough. Already individual oper-
ators have made a healthy dent in the
unemployment problem. But China’s
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reformers have also had to marshal
ideological arguments to counter the
views of those who believe that creat-
ing a good business climate for entre-
preneurs is the first step toward a re-
turn to capitalist exploitation.

The advocates argue that China’s
radical leftists tried to nationalize the
economy prematurely, imposing so-
cialist relations of production on an
underdeveloped economic base. In-
stead of boosting production, State
ownership and class struggle hin-
dered it. Furthermore, they insist
that the State-owned and collective
sectors will remain overwhelmingly
dominant and that the State plan will
continue to govern most of the na-
tion’s production. Therefore the tiny
private sector could never under-
mine socialism and restore capital-
ism. It merely supplements the State
and collective sectors and, through
competition, compels them to im-
prove efficiency and the quality of
goods.

The State protects . . . and taxes

Although this explanation has not
satisfied everyone, the reformers are
continuing to make life more bear-
able for getihu, and the rapid expan-
sion of the individual economy sug-
gests they've been quite successful.
City authorities have designated cer-
tain areas as commercial centers
where enterpreneurs may set up a
stall, table, wok, sewing machine, or
whatever else they need. Enterprises
are also scattered throughout resi-
dential areas to serve customers. The
presence of a State or collective firm
in the same trade does not prevent
establishment of a private one
nearby.

Other incentives the Chinese gov-
ernment has offered in the past few
years to improve the climate for the
private sector include:
® Access to loans from the Industrial
and Commercial Bank of China. In
1984 the ICBC reportedly lent ¥250
million to self-employed business
people, averaging ¥ 1,000 per loan.
® Higher interest rates paid on busi-
ness deposits at the ICBC.
® Tax holidays for some enterprises.
8 Generous targets for the number
of business licenses issued.

B Legal protection from predatory
officials and highly publicized pun-
ishment of offenders.

® The right to inherit the means of
production, to hire other laborers,
and to import tools and equipment.

B Theoretically equal access to goods
and materials with State and collec-
tive units.

B Removal of prohibitions against
long-distance trade. This was for-
merly considered speculation and
subject to punishment. Getithu can
now get special permils to travel any-
where in China to procure commod-
ities, including the normally off-lim-
its special economic zones.

B State-run technical training pro-
grams.

B [nspirational articles about suc-
cessful entreprencurs and tips to
keep aspiring entrepreneurs abreast
of market trends.

B A special pension plan for those
who work in collectives and private
businesses, and thus will not receive
State retirement benefits. First of-
fered by the People’s Insurance
Company of China this year, the plan
is available to any citizen over 16.

If the State cultivates small-scale
private enterprise, it also lays claim to
part of the harvest. Indeed, the abil-
ity to tax getihu represents one of the
strongest arguments for tolerating
them. Taxes collected on private
business transactions have brought
revenues into the State’s coffers that
might otherwise have been lost in the
underground economy. Aspiring en-
trepreneurs must apply for a license
from their municipal or county in-
dustrial and commercial bureau, a
fact that helps authorities keep track
of getihu at tax time.

Private enterprises are subject to
11 categories of business taxes, rang-
ing from 3 percent for retail sales,
transport, taxis, and recreation, to 10
percent for various kinds of services.
Each individual business theoreti-
cally pays only one type of business
tax even if it is involved in more than
one activity.

Each province, municipality, or
autonomous region can also set its
own additional industrial and com-
mercial income tax, calculated from
annual net income. In Guizhou, for
instance, this tax starts at 7 percent
for income below ¥180 and tops oft
at 50 percent for income in excess of
¥5,000.

Finally, there are administrative
fees and miscellaneous taxes that
often appear to be set at the
whim of local officials. It is in this
area that theory and practice con-
cerning legal protection of private
business operators diverge most
conspicuously.
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Tales of the getihu: a varied lot
Who are China’s new entrepre-
neurs, why have they entered the pri-
vate sector, and how have they done
itz Given China's frequent policy re-
versals, taking the private road might
seem a terribly incautious move.
Ironically, the entrepreneurial re-
naissance is not being led by the older
generation, although many elders
had considerable experience with
capitalism prior to 1949. Instead,
most of the entrepreneurs are young
people from their teens to their 30s
who grew up under the Red flag.
They are quick to perceive opportu-
nities for economic gain, to gather
the necessary resources, and to take
risks. Some are not currently em-
ployed and thus have little to lose.
But a close look at the various types
of getihu reveals that a growing num-
bher of them are leaving established
positions to join the private sector.
Perhaps the largest category of
getihu consists of the “youths await-
ing job assignment’ (daiye gingnian).
They have, on their own or via labor
service companies, entered the pri-
vate sector only temporarily, until as-
signed to the more secure State or
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collective sectors. Recently though,
as many of these private enterprises
prosper, the youths have become
choosier about State jobs and de-
clined certain undesirable assign-
ments. This theoretically
disqualify them from future assign-
ments. The best examples of this cat-

does not

egory are the numerous so-called
“educated youth companies™ in Chi-
na's cities and towns. In Chengguan
Township, Shanxi Province, a sundry
store, beverage shop, barber shop,
and transport service company of
this genre all line the town’s main
street. Workers invest
funds and receive State financial as-

their own

sistance and a one to three year tax
holiday 1o get started.

Other vouths voluntanily enter the
private sphere with no intention ol
eventually taking an assigned job.
Iypical are the youths of the atypical
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A GLANCE

Fujian town ol Shishi. Provincial
Party Secretary Xiang Nan boasts
that no other place in China has
taken the getthu lifestyle as far as
Shishi. that
doesn’t have a factory or shop, no

“There's no family

one who doesn’'t work—even the
children!”

Though Shishi comprises only a
few streets and alleys, its size is exag-
gerated by the blare from stereo tape
recorders used to lure shoppers; five-
crackers heralding the opening of a
new shop (selling clothes, pirated
Taiwan and Hong Kong rock-and-
roll cassettes, cigarettes, or Japanese
sandals); the numerous vans shuttling
to Fuzhou, Xiamen, and Shenzhen;
and the endless stream of commod-
iy-laden vehicles. The city has been
able to go beyond what the locals
could have achieved with their own
funds because many Philippine over-

11.0 million
16,0 million
11.6 11111[';}:11
which, rural: A

¥924.5 billion

Industry and

seas Chinese originally from Shishi
have sent money back to their home-
town.,

One young proprietor boasts of
turning down a State job assignment.
“In a factory vou can make only ¥50
to Y60 a month. I average ¥1,000 1o
¥2,000I" He copies music cassettes
himself and sells them for about
¥2.50. The clothes he sells are made
in peasant-owned collective factories
and include pirated versions of gar-
ments made for export in Shenzhen.
The owner started with less than
¥100. Business has

enough for him to buy a 90c¢c Honda

been good
motorcycle that he drives to pick up
his goods. All the shops in Shishi pay
atlat fee of ¥ 100 a month. There are
no taxes per se, but “fees’ for street
cleaning, sanitation, and urban
beautification come to another ¥70
O~ SO,

A third category of getihu includes
the so-called “‘returned youths'
to rural or

who
were sent mountainous
areas during the Cultural Revolution
but have made their way back to the
cities. Most have only a limited edu-
cation and are too old to be assigned
jobs. They parlay skills they acquired
into individual enterprises such as
carpentry, cooking, electrical re-
pairs, and clothesmaking.

A fellow renting a tiny space on the
main street of Quanzhou, Fujian, fits
this category. He and his partners in-
vested several hundred yuan of their
own money in their business. They
repair fountain pens and sell ciga-
rettes, liquor, and sundries. The shop
is small and strapped for funds, limit-
ing what they can sell. The fellow was
selling 1.25-liter plastic bottles of
Shenzhen-made Pepsi. He pays
around ¥4.30 a bottle, depending on
how many hands it has passed
through, and sells it for ¥4.80. In
Shenzhen, the same bottle sells for
¥2.50 in foreign exchange certifi-
cates.

Some older people have also em-
barked on the getihu road, leaving
jobs in the State or collective sectors.
One method is called “'stop salary but
keep job™ (tingxin liuzhi) and is not
permitted in some cities, including
Shanghai. One man taking advantage
of this opportunity is a cab driverin a
He couldn’t
his three children and his
blind mother on his State salary and
his wife's ¥40 a month as a clerk in a

central Chinese city.
support

furniture store. So he now pays about
¥40 a month to his old work unit to
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Despite their relative freedom, getihu are still limited to tiny if
visible nooks and crannies of the Chinese economy. They exist at the
sufferance of a Party undergoing difficult internal reforms and
readjusting its relations with society, but nonetheless dedicated to
the eventual realization of Communism.

maintain his benefits and seniority,
and drives a decrepit Shanghai model
automobile for which he paid
¥17,000, He received a ¥10,000
bank loan at 5 1o 6 percent interest
and pays 11 percent income tax. Al-
though he earns more than before,
he also works much harder.

Four members of a family selling
homemade and purchased clothes at
a stall in Kunming, Yunnan, followed
a similar tack, Free to travel any-
where in the country to procure mer-
chandise, they could offer straw hats
{rom Hunan and shirts from Shang-
hai in addition to garish purple poly-
ester women's suits of their own
make, which the female workers
model on the job. Salaries are com-
parable to State jobs, and they pay
¥10-¥20 a month to their former
work units for benefits and to keep
accumulating seniority. They pay
¥0.50 a day for a spot assigned by the
government and a 6 percent tax on
their gross sales.

A 40-year-old photographer from
western Yunnan abandoned his job
in a State store to set up a studio and
photographic supplies store with two
other partners. They used ¥15,000
from his father who lives abroad, and
claim to enjoy a generous credit line
with the bank at floating rates. They
pay a flat 3 percent tax and an
additional tax on profits over
¥3,000. Ther
cost ¥10.

Yet another type ol getihu is a
moonlighter. This category includes
intellectuals who can take on consult-
ing or other work after hours and
many State workers who enter the
pl'iv;ll(' seclor to earn extra cash on

operating  license

the side. These moonlighters are not
counted among the ranks of othcial
private entrepreneurs.

There are also numerous family-
run enterprises. A Quanzhou man,
for example, left his job in a State-
run barbershop five vears ago to

open his own hair salon in his house.
His three sons and one of his daugh-
ters-in-law also work there. They all
work seven days a week from 6:30 am
until at least 9 pm. Income is pooled
and individual “wages™ are compara-
ble 1o a State wage. As a service en-
terprise, they pay a fee of ¥5 a month
(it would be ¥10 if they were in sales),
and a 5 percent income tax. Every-
one is very conscientious, and the
mood relaxed. There's a pleasant
banter with customers, and the bar-
bers take turns eating dinner.

A very clean, family-owned restau-
rant in Guiyang, the ramshackle capi-
tal of Guizhou Province, started
three vears ago as a snack shop and a
vear later began serving full meals.
Maore than 10 family members bustle
about with a clear division ol labor.
They buy their food at the free mar-
ket where goods are fresher than in
State markets but prices comparable.
Meals cost about the same as State
restaurant fare, and certainly less
than in a hotel. Their monthly gross
is more than ¥ 10,000, and they pay a
3 percent monthly income tax. Their
license cost over ¥10, and they also
pay a sanitation tax and a fee for
twice-monthly health inspect-
ions.  Salaries range from ¥200-
¥300. The vounger family members
never took or applied for job assign-
ments.

A stall selling women’'s clothes in a
Hunan city is run by a fortyish man
who works for the State by day, and
his wife, who turned down the State

jobs offered her. She and their 18-

vear-old daughter (a high school
graduate waiting for a job assign-
ment) mind the stall's two cots and a
rack all day, closing at & pm. The ini-
tial investment three vears ago was
¥20,000 of their own savings. Their
house doesn’t face a street, so they
must do business at this State-as-
signed spot.

The husband takes off from work
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periodically and travels to Xiamen,
Shanghai, Guangzhou, and Zhuhai to
buy merchandise. Their tee shirts,
with romanized Japanese nonwords
on them, are slipped out the back
door of a foreign-owned factory. He
pays ¥8.50 a piece and sells them for
¥11.50. They pay ¥30 a month “ad-
ministrative fee” and a fixed tax of
¥90 plus a percentage of their profits
over ¥2,000. They clear about ¥300 a
month. They can keep any foreign ex-
change certificates they receive, al-
lowing them to buy restricted items
in the SEZs or friendship stores that
can then be resold to consumers
without such privileged access.

Other types of getihu include
housewives and retired workers and
shopkeepers. Some of the latter are
crafltsmen skilled in a particular
trade—making Western clothes,
dentistry, massage, or traditional arts
and crafts. They maintain their art
and pass it on to younger workers,
often their own children. In fact, a
Guiyang newspaper recently editori-
alized in support of more such shops
run by and catering to the city's el-
derly, who are less interested in the
lurid ties, miniskirts, and rock-and-
roll music that proliferate in the
vouth-run emporia.

Finally, there is a category of small-
scale private businesses called “suit-
case companies’ (pibao gongsi). These
are usually set up by cadres with no
assets other than their name cards.
Many probably perform an honest
go-between function in seiting up
deals. But given the degree of local
influence cadres wield, a name card is
sometimes enough to divert materials
away from planned projects or ar-
range rigged deals for friends. Suit-
case companies operate on the bor-
derline between legitimate and
illegitimate business practice in
China, a line blurry enough to induce
many to run the inherent risks. While
suitcase companies are not proper
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getthu and generally are not regis-
tered as such, their shadier practices
provide ammunition for opponents
of the type of private business revival
the getihu represent. The govern-
ment has taken steps to crack down
on these companies this year.

Should your daughter marry one?
In 1482,
happy about their low social status,

many getihu were un-

and complained of harassment by of-
ficials. Running your own enterprise
revealed you as a failure—unable to
gain admission to university or to get
a State job.

But by 1985 the mood had
changed. Getihu unanimously agreed
that they had no trouble getting li-
censes. When asked why they took up
individual enterprise, they answered,
“freedom!” Other than obtaining li-
censes and paying fees and taxes,
they have little regular contact with
authority.

Most getihu now feel that they have
high social status and are not dis-
criminated against. With incomes of-
ten far superior to those in State or
collective units, they boast that they
make very desirable marriage
matches. Being young, the absence of
welfare or insurance benefits does
not bother them much. They also be-

lieve that the current policy will not
soon change so they can continue to
expand their operations. Getihu are
being recruited into the Communist
Youth League and Party, and elected
to people’s congresses. They are or-
ganizing trade associations and hold-
ing large seminars: a national confer-
ence on private business held in
Beijing last year atracted over 300
participants.

The bravado of young entrepre-
neurs contrasts with the view of their
parents, their prospective in-laws
(the parents of youths in other sec-
tors), and older getthu. Many Chinese
are still wary of anvone in the private
sector, even though they enjoy the
convenience and quality of their
goods and services. They feel the po-
litical line is likely to hit with a back-
lash against these “‘tails of capital-
ism."

In autumn 1984, the Chinese me-
dia were full of praise for getihu and
their contribution to society. Since
early this year, however, the press has
criticized the “eyes on money” im-
morality of many youths. In language
as much Confucian as it is Commu-
nist, parvenu entrepreneurs are now
urged to consider society at large and
to assist those less wealthy. Their im-
age problem is compounded by the
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fact that many returned youth turned
getthu are former Red Guards who
often drink and disturb the peace,
giving their more decorous col-
leagues a bad name. Some engage in
criminal activities, including black
marketing and illegal currency deal-
ings. The media carry exposés of
getthu gouging, cheating, and even
assaulting customers, detailing a lit-
any of crimes similar to the ““five poi-
sons' attacked in the viciously anti-
capitalist  “"Five-Anti'"  cam-
paign of 1951-52. “Letters to the
Editor™ and editorials call for more
regulation of the private sector,
In the face of recent price hikes,
wage earners resent
the lifestyle of getihu and use them as
scapegoats.

Despite their relative freedom,
getihu are still limited to tiny if visible
nooks and crannies of the Chinese
economy. Giving freer rein to the pri-
vate sector performs an important

some

role in soothing nervous brethren in
Hong Kong and Taiwan—but unlike
their compatriots in those avowedly
capitalist societies, mainland entre-
preneurs cannot expand their scope
of operations and become captains of
industry. Few are in “industry’” at all.
The activities of many of them
amount to little more than petty hus-
tling and smuggling. Unlike State and
cooperative ventures, there is also lit-
tle chance for their small firms to en-
ter into direct business relations with
foreign companies. They exist at the
sufferance of a Party undergoing
difficult internal reforms and
readjusting its relations with
society, but nonetheless dedicated
to the eventual realization of
Communism.

The getihu provide an appropriate
symbol of China’s economy and soci-
ety in a period of delicate transition.
In the reformers’ view, getthu per-
form valuable services during this
phase: generating revenue, absorb-
ing labor, filling gaps in the con-
sumer and service sectors, and chan-
neling energies away from less
desirable activities.

The getifiu themselves reveal the
hallmarks of entrepreneurs every-
where, seeking out new opportuni-
ties, goods, markets, and ways of do-
ing things. As long as they continue
to pose little challenge to China’s so-
cialist macrostructure and objectives,
getihu are likely to remain a small but
significant expression of the coun-

try’s econornic liberalization. T,

The China Business Review/November-December 1985



The Spirit of Competition

China discovers that sports make good PR, and business

hina is gradually moving

into its rightful place in the

international sporting

world. After a 23-year hia-
tus, mainland Chinese athletes re-
turned to the summer Olympic
Games in Los Angeles last year and
finished tied for sixth place in total
medals. In 1990 Beijing will host the
11th Asian Games, and China is al-
ready bidding hard to host the Olym-
pics in 2000, Standing tall in world-
class sports plays well at home: the
Chinese, millions of whom watched
the Olvmpics on television, have
adopted the modern habit of treating
sports stars as national heroes, and
are taking up numerous sports out-
side such traditional specialties as ta-
ble tennis and acrobatics. Trade in
sporting goods is expanding rapidly,
and China is looking at Western firms
for help in building the modern facil-
ities that will be needed to sustain the
current sports craze.

The mmpetus for this new promi-
nence in sports comes both from
above and below. From above, Chi-
na's impressive return to the Olym-
pics helped othcials realize that the
country can boost its international
image through world-class sporting
events. From below, economic devel-
opment is increasing people’s dispos-
able incomes and leisure time—and
one thing the Chinese are choosing
to spend them on is sports. Indeed,
they are playving and watching more
sports than ever before.

Better facilities needed

The foreigner who gets his head
handed to him on a platter by a five-
year-old Chinese table tennis player
derives—in addition to an acute
sense of humility—an idea of China’s
tremendous prospects as a sporting
nation. That promise, however, is al-
ready running up against serious

Keith W. Strandberg

constraints in terms of outdated play-
ing and training facilities. Consider-
able progress has been made since
1949, when the whole country had
only 13 stadiums and the same num-
ber of gymnasiums. Today, although
the country has 4,000 such facilities,
far more are needed.

In a sense, China’s successful
emergence onto the international
sporting scene is all the more striking
given the state of its lacilities. A walk
into a training school or a “modern”™
stadium can still be a shock. In many
countries the best sporting facilities
are found at local colleges. Not so in
China. Most universities have the
most primitive of facilities, if any. Of-
ten there’s nothing more than a din
field ringed by a cinder track.

Better sports facilities for the aver-
age citizen are needed as well—a
topic regularly covered in the coun-
try’s sports publications and newspa-
pers. One letter to the editor said
people get little chance to participate
in sports because of the lack of small
and mediume-sized stadiums and gym-
nasiums. Another reader com-
plained, "The few existing stadiums
are used only for international and
national sports events.”” The reader
suggested that, “each urban district
should be provided with a stadium
and, whenever possible, a sports park
should be built with a swimming pool
included.”™

China’s big cities offer the best
sports facilities—led by Beijing and
followed by Shanghai and Guang-
zhou. But even Beijing lacks anything
approximating a “sports complex,”
although it has several large stadiums
and gymnasiums, most built during

Keith W. Strandberg is a Lancaster,
Pennsylvania-based  free-lance writer
and consultant for companies doing busi-
ness in the PRC.
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the 1950s. Plans are in motion to
construct a new national sports cen-
ter in preparation for the 1990 Asian
Games, the biggest international
sporting event ever to be held in
China. And if China wins its bid 1o
host the 2000 Olympics, it plans to
design an entire Olympic Village
near Bethai Park, according to the
Chinese Olympic Committee.
Meanwhile, proposals for the ren-
ovation and new construction of
sports facilities in other cities are in-
cluded in China's Seventh Five-Year
Plan (1986-1990). A major eftort is
underway in Guangdong Province to
build a set of stadiums, one in
Guangzhou targeted for completion
in October 1987 and nine satellite fa-
cilities in surrounding areas. If these
stadiums meet Olympic standards,
they will provide a model for building
others around the country. Even Chi-
na's most remote areas are included
in the sports drive. In July 1985
workers completed a 3,000-seat gym-
nasium in Lhasa, Tibet, equipped
with air conditioning, an oxygen sup-
ply system, computer-controlled
scoreboards, and a movable stage.
Othcials in Beijing recognize that
the central government can only con-
tribute so much to these efforts. One
method being used to encourage lo-
calities to upgrade their sports facili-
ties is a competitive bidding system
for national sports events. To date,
sports events have been clustered in
the large cities with the best facilities.
But under a new bidding system in-
troduced last August, localities can
compete to host some 173 annual
sports competitions, Theoretically,
any area with the right climate, facili-
ties, and transport should be able to
host one of these events. Localities
would get an estimated 25 percent of
the revenue with the remainder go-
ing to the central government. How-
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US Imports 1984 $8,119,000

Playground & gym

equipment
Basketballs

Skis & equipment

Baseballs/Softballs

Exercise cycles

Games & misc. athletic
equipment

Other

SOURCE: US Customs Service, TSUSA Classification

Compiled by Valerie |. Chang

Artwork by John Yanson

T

US Imports of Sporting Goods from China

1978 1979
Fishing tackle 0 50
Bicycles 0 0
Table tennis 85 79
Badminton 5 2
Baseballs 0 0
Footballs 0 0
Soccer/Polo 1 22
Golt 0 0
Skiing eqpt. 0 0
Basketballs 0 0
Volleyballs 0 0
Other balls 0 1
Exercyeles 0 0
Playground /gym eqpt. 0 1
Games, athletic egpt. 0 3
Other 0 0
TOTAL 91 158
Source: US Customs Service
Compiled by Valerie ]J. Chang.

thousands of dollars Customs value

1980 1981 1982 1983 1984
57 265 230 333 293
24 176 1,842 999 174

157 260 283 400 386
6 12 4 4 18
34 1,071 1,236 644 1,150
1 12 6 45 60
22 65 136 73 175
0 0 0 0 22

244 20 301 597 2,004

21 26 602 1,079 1.087
0 71 143 83 19

0 30 241 61 102

0 0 0 0 78
109 108 330 367 689
1 15 7 1,015 1,017

3 36 20 39 148
682 2,467 5,390 5,738 8,119

ever, the city would also earn addi-
tional revenues from the influx of
spectators who take rooms in hotels
and buy products at local stores.
Every province, municipality, and
autonomous region has been invited
to participate in the bidding process.
So far Jiangsu Province has submit-
ted the most bids, 56, and the sports
that received the most interest were
basketball, soccer, wu shu (martal
arts), wrestling, and judo. Three
events didn’t receive any bids:
motorcycling, sailing, and modern
pentathlon. Officials will sift through
the bids and determine which areas
are best suited for each event. It re-
mains to be seen if this new process
will help distribute the events and
money more equitably or not.
Another incentive for localities to
spruce up sports facilities is the
chance to host China’s National
Games. The first four National
Games were in Beijing, but in 1983
they were held in Shanghai and the
1987 games will be in Guangzhou
and 13 other cities in Guangdong,.

Training Olympic athletes

China is also taking steps to up-
grade its training institutions, which
lack the “‘luxuries’ of scientific
sports testing and other modern
equipment used in more advanced fa-
cilities. There is a limit to how far the
enthusiasm of the country’s coaches
and trainees can make up for the lack
of equipment and facilities. One
press report notes that, “though Chi-
nese athletes have made rapid

progress, Chinese sports have devel-
oped very unevenly. . .. Of the 22
Chinese athletes taking part in track
and field competitions, high Jjumper
Zhu Jianhua alone took a medal, and
none of the 14 contestants reached
the finals in the swimming contests.”

Thus the Chinese are encouraging
public participation in Olympic
sports such as soccer, basketball,
swimming and diving, weightlifting,
volleyball, track and field, tennis,
boxing, and baseball. To prepare ath-
letes for international competition,
China has begun to change the rules
ol competition at home to conform
Lo international practice.

Another way of developing Olym-
pic athletes is to provide more and
better sports training at an earlier
age. Most students receive their phys-
ical education at school, during two
training periods each week. Activities
include track and field, gymnastics,
ball games, and other sports. Calis-
thenic exercises are done daily to
open and close the school day. China
also has more than 3,000 part-time
sports schools that hold sessions after
regular school, so that promising ath-
letes can get specialized training
without disrupting their studies.
These schools currently enroll aboul
230,000 youths. If a student shows
extraordinary potential, he or she
will be assigned 1o one of the more
than 200 full-time “key”
schools now open. These split the day
between studying and sports train-
ing. The nation’s best athletes will
probably train at one of China’s 13

sports
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physical culture institutes in large cit-
ies. Nine out of 10 ol the country’s

Olympic athletes belong 1o one of

these imstitutes.

All this stress on competing at the
games the rest of the world plays is
taking o toll on China'’s traditional
sports. There is still an effort to keep
these sports alive, but it’s not coordi-
nated on the natnonal level vet. For
example, though a martial arts school
has been set up in Henan to maintain
the famous Shaolin Temple's wu shu
tradition, there is no formal network
to help such athletes advance.

In contrast, the “modern™ sports
training program is highly organized
and enjoys a reputation for efficiency
that helps compensate for the out-
dated facilities. The All-China Sports
Federation runs this training pro-
gram. It also builds stadiums, buys
sports equipment (business people
take note), administers sports facili-
ties, hires coaches, assigns athletes,
and wrranges competitions. The fed-
eration reports to a ministry-level
body called the Physical Culture and
Sports Commission that sets sports
policy for all of China.

Western business enters the arena

Many businessmen think China’s
plans to improve plaving and training
facilities will lead it to foreign compa-
nies for help. Larry Brown, president
of International Fitness Associates,
Lid., has been helping establish fit-
ness centers and sporting facilities in
Asia for the past decade, and has re-
cently moved into China on a small
scale. “Even though I go into China
to sell our management services and
sporting equipment to sporting
clubs, T am constantly asked 1o refer
companies that can build sporting fa-
cilities,”” he says,

The Chinese know how to build
stacdiums, but lack the advanced engi-
neering and construction technology
to build international class facilities.
Hank Julicher, whose construction
engincering firm specializes in sports
complexes, is bullish on the China
market: “We have the expertise; they
have the need, the raw materials, and
the labor.” Julicher says his company
has declared its interest in the entire
range of the sports lacility market in
China, but the Chinese have ex-
pressed the most interest in the

smaller facilities.

Alec Forbes, of the mternational
trade consulting firm of Forbes,
Akerson & Associates, concurs,

“There is prestige and visibility in
building the big stadiums,” he says,
“but the money and volume are in
the smaller, private stadiums all
around the country.” Forbes believes
most of the sports construction will
be focused in the south, but says ru-
mors have also been circulating con-
cerning new facilities in Shandong,
Henan, and other northern prov-
mees.

The All-China Sports Federation is
also responsible for approving sports
projects involving foreign companies
throughout the country. Negotia-
tions in Beijing are olten conducted
by the Chinese Olvmpic Committee’s
Investment Bureau, which works on
preparation of project proposals.
But projects in Beijing must still be
approved by the Sports Federation as
well as Beijing municipality, which
owns the land.

China is also shopping for sports
equipment. George Otott handled
the $700,000 sale of weight machines
to China’s Olvmpic training facilities
when he worked for Universal Fitness
Products. Now with Bally Fitness
Products, Otott says he has had to
start over almost from scratch. Bally,
the world’s largest owner of health
clubs (400), would love to be involved
in the first modern health club in
China. But Otou is biding his time:
“Right now, we've just put a few bicy-
cle ergometers in the hotels, and we
placed a full-page ad in China Sports
magazine to get our name around. |
think the money exists for the larger
facilities, but equipment like ours is
down the road a bit ver.”

Other firms think now is the time
to ivest i China's sports industry,
Oregon-based Nike has contracts
with factories in Guangzhou,
Fuzhou, and Quanzhou to manufac-
ture its tennis and running shoes. An-
other plant in Shanghai is 1o start
producing the familiar US brand in
December. By the middle of 1986,
Nike hopes its partners will be mak-
ing 450,000 pairs per month, all for
export. White Plains, New York-
based AME Inc. has a 10-year com-
pensation trade agreement with the
Shanghai No. 3 Rubber Goods Fac-
tory. AMF supplied production
cquipment to make sports balls and
takes at least 45,000 footballs, bas-
ketballs, vollevballs, and rugby balls
per month in exchange. These prod-
ucts are also exported.

The Japan Golf Association Com-
pany and the Changping County For-
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cign Economic Relations and Trade
Corporation are cooperating to build
the Beijing International Golf
Course, which thev expect to be com-
plete in May 1986, Located on
grounds that are part of the Ming
Tombs, the goll course will also in-
clude a clubhouse, reception hall,
and guest house. The Asian athliate
of Club Corporation of America has
signed preliminary agreements 1t
hopes will lead to construction of two
goll and country clubs in Shanghai
and one in Beijing. The agreements
call for the firm to invest $20 million
on the clubs, which would be run as

joint ventures with Chinese partners.

China too is aware that sport
makes good business, The country’s
sports industry is responding to the
growing popular demand for sport-
ing goods. Sales of sporting goods to
individuals in the first hall of this
vear reportedly reached ¥72 million,
twice the level for the same period
last vear. In 1982, China had 120
State-owned and collective sporting
goods enterprises producing every-
thing from athletic shoes to skis to
gymnasium equipment.

Sporting goods exports are also
growing, as part of the drive to push
successful domestic industries 1o
generate loreign exchange. The
United States alone bought over $8
million worth of Chinese-made
sports products last vear (see chart).
An April 1985 Chinese press report
noted that tents, sports shoes, and
weight sets are the country’s fastest
growing sports exports. Nine Chi-
nese-made sports items are autho-
rized for use in international
matches, including various brands of
ping pong balls and paddles, soccer
balls, basketballs, and volleyballs.

Sights set on the big leagues

“The Chinese know they are be-
hind, and they are committed to do-
ing something about it,"” savs Bally's
Otott. With the upgrading of facili-
ties to Olympic standards and the
push to train Chinese athletes for
Olympic competition, China may ul-
timately challenge the sports suprem-
acy of the United States and the So-
viet Union. Successfully hosting such
events as the 1990 Asian Games will
bring in much-needed foreign capital
and enhance the country’s interna-
tional sports image. Most important,
it will help China leave the sidelines
of international sports behind—you
can bet on it ot
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Chinese Trademarks: A
Specially Commissioned
Report, edited by David
R. Shannon. Hong
Kong: Nieneng (division
ol China Phone Book
Co., Lud., GPO Box
F1A81), 1985, 136 pp. $110 includ-
ing postage.

This book s a unique guide to

trademark usage and law in the Peo-
ple’s Republic of China, Hong Kong,
and Taiwan. Written in a readable
format for marketing professionals
as well as trademark artorneys, it in-
cludes chapters on translation prob-
lems, registration, licensing and as-
signment, and infringement of
Chinese-language trademarks. A use-
ful executive summary covers the
main points of trademark selection,
protection, and use. Appendices con-
tain trademark laws and regulations
for cach country, classification lists,
and application forms. Contributors
to this publication are all partmers or
associates from Baker & McKenzie,
an mternational law hrm based in
Chicago,

China’s Chemicals & Petrochemicals
Directory. Hong Kong: China Phone
Book Co., Lid., (GPO Box 11581),
LO85. 338 pp. $100 including post-
age.

China's Chemicals & Petrochemicals
Dirvectory is the third volume in the
China Phone Book Co.'s China In-
dustrial Directory series. It follows
the previously published China’s Elec-
tronies & Electvical Products and Chi-
na's Instruments & Meters. This bilin-
gual directory s arranged in four
sections. The hirst introduces fac-
tories in 23 general product catego-
ries such as artibicial resins, deter-
gents, fertilizers, and petroleum
products, Each factory’s major prod-
ucts and their SI'TC codes are listed,
as well as the factory’s address, tele-
phone, and cable numbers, Section
two lists companies and corporations
that produce and trade chemicals
and petrochemicals. Research insti-
tutions form the third section, and
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the fourth section contains four fac-
tory indexes: by province, alphabeti-
cal order, SITC code, and Chinese
stroke order.

The New York Beijing
Directory 1985. New
York: The New York
Beijing Friendship City
Committee, 1985, 140
pp. $16 including post-
age. (To order, send
check made out to the Sister City
Program of the City of New York,
Inc. and mail ¢ /o the NYC Commis-
sion for the UN. & Consular Corps,
2 U.N. Plaza, 27th Floor, New York,
NY 10017).

This is the second edition of a
guide to New York City organizations
maintaining active relationships with
Beijing. First published in 1983, it
lists firms and institutions involved in
business and commerce, communica-

tions, culture, education, and gov-
crnment. Entries contain address,
telephone, and telex numbers, as well
as the name of the primary China
stafl person and a briet description
of the organization’s Beijing activi-
ties. Because of New York City's im-
portant role in US=China business
and cultural exchanges, the listings
should prove useful to many outside
the city, including job seekers in the
China field. Appendices include US
and Chinese business facilitation
organizations, Chinese trade orga-
nizations that handle advertising, and
specialized foreign trade corpora-

tons.

A New English-Chinese
Dictionary, Second Re-
vised Edition. Hong
Kong: Commercial
Press Lid., 1984, Dis-
tributed in the United
States by John Wiley &

Sons, Inc. 1,613 pp. $34.95

Books and business gwides submitted for
possible yeview in The China Business
Review should be sent to the National
Council’s book editor, Jennifer Little,

softcover; $54.95 hardcover.

This dictionary is a welcome sight
on the shell of English—Chinese dic-
tionaries. An update of a 1957 edi-
tion, it boasts a total of some 120,000
entries, including compounds and
their derivatives. Although it does
not include as many terms as some
frequently used English dictionaries
(the Webster's New World Dictionary,
second college edition, has 158,000
terms), it surpasses other English—
Chinese dictionaries of its class by a
wide margin. The inclusion of many
new terms shows that the contribu-
tors have done their homework, con-
sulting 14 popular dictionaries. Com-
pilation of the dictionary began in
1981, with revisions added through-
out the typesetting process to keep
entries current.

This dictionary is not for the begin-
ning student of Chinese. Chinese
speakers will find this dictionary very
handy, but native English speakers
will need an advanced Chinese-lan-
guage capability to use it There is no
pinyin romanization used in any part
of the dictionary, and the preface
and guide 1o using the dictionary are
only in Chinese. Definitions and ex-
amples are given in both English and
simplified Chinese characters.

The dictionary includes a generous
selection ol technical terms, giving it
wide appeal. Also, definitions no
longer reflect the politics of the Cul-
tural Revolution, as is the case with
many carhier dictionaries from
China. Forinstance, “imperialisim™ is
now simply defined with its Chinese
equivalent, instead of adding that
this means “the monopoly stage of
capitalism.”

Curiously, the dictuonary Tacks any
kind of appendix. At the minimum, a
table of comparative weights and
measures would have been useful, es-
pecially considering that the Ameri-
can, British, and Chinese systems are
all different. —BL & ICC

China: The Health Sector, by Dean T.

Jamison and others. Washington,

DC: The World Bank (P.O. Box
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37525, Washington, DC 20013),
1984. 190 pp. plus maps. $10.00.

This study is based on the find-
ings ol a four-week World Bank
rural health and medical education
mission to China in 1982, The
report reviews achievements in
population control, health status,
and nutrition, and details China’s
present health care policies and
financing.

Other influences on health care
are also discussed: nutrition, access
to clean water, waste disposal, and
fertlity reduction. Major problems
facing the health sector are covered,
such as prevention of chronic disor-
ders and extending care to remote
areas where mortality rates remain
high. Charts, tables, and maps ac-
company the report, providing use-
ful information on health status,
population, and the organization of
the health care svstem.

Contemporary Chinese Education,
edited by Ruth Havhoe. Armonk,
NY: M.E. Sharpe (80 Business Park
Drive, Armonk, NY 10504), 1984,
287 pp. $17.95 softcover. $35.00

hardcover.

Contemporary Chinese Education re-
views education during the vears
1976 through 1982 and also provides
a historical background. A compila-
tion of articles by different authors,
this volume includes chapters on
( lv!ll]).ll‘.lli\'(' education; the evolution
of Chinese educational institutions;
primary, secondary, adult, and
higher education; teacher education;
and Chinese—Western scholarly ex-
change. The book includes statistics
on student enrollment, a glossary of
education terms in pinyin and Chi-
nese characters, and an index.

China Briefing, 1984, cdited by Ste-
ven M. Goldstein. Boulder, CO):

Westview Press in cooperation with
the China Council of the Asia Soci-
ety, 1985, 125 pp. $22.00 hardcover;
$12.50 paperback.

I'his is the fourth time since 1980
that the China Council has put to-
gether a collection of essays on con-
temporary China. The first three edi-
tions were written as background
briefings for journalists. In contrast,
the latest articles were specially com-
missioned for this volume and aim at
the general interested public. The six
essays by well known academics focus
on events i 1984 “Domestic Poli-
tics,” by Thomas P Bernstein; “Cul-
ture,” by Merle Goldman: “*Society,”
by Martin King Whyte; “Foreign Pol-
1cy,”” by Steven M. Goldstein; “Eco-
nomic Reform,”” by Dorothy J.
Solinger; and “"Economic Perfor-
mance,”” by Christine Wong. The es-
savs are lollowed by a 1|ll'n|1(>|n.l_‘l'_\‘ of
events in China in 1984 —MCR

JETRO
CHINA NEWSLETTER

[[] Please send a sample copy

[) Enter a subscription for

Name _ ——
(Legible block letters, please)

Company _

Address

copy lies) immediately

Sgnature Date

[] Payment enclosed
[ Prease invoice

BUSINESS WITH CHINA?

CHINA
NEWSLETTER

COULD MAKE THE DIFFERENCE!

Up-to-date, in-depth information on China’s economy, government
policies and evolving trade practices
trade — from Japanese experts.

plus details on Japan-China

For more than ten years, JETRO's CHINA NEWSLETTER has
been providing invaluable data and analysis on China to subscribers in
the international business community, as well as to governments,

Not just another trade magazine, JETRQ's bimonthly CHINA
NEWSLETTER probes more deeply to give you the basic
knowledge needed for an effective approach in your dealings .~
with China. Plain, down-to-earth, practical tips too! g

Why not let us send you a sample copy or,
better yet, enter a subscription today?
It could make the difference.

Annual S-\-;b'scr.-pnon--ﬂdn- U‘S";l;;(;-l.)-()-
= (Air mail postage included) =
: // .’

Please send orders to
Jetro Publications Dept
2-5, Toranomon 2-chome
Minato-ku, Tokyo 105

Japan

mass media and the academic world,

The China Business Review/November-December 1985

55
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Judith S. Taylor

Research Assistant

The following tables contain recent press reports of business contracts and negotiations exclusive of those listed in previous issues.
Joint ventures, licensing arrangements, and other forms of business arrangements are included if classified as such in Chinese and
foreign media reports. For the most part, the accuracy of these reports is not independently confirmed by The CBR.

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

Judith 8. Tavlor,

P 5p
R

Foreign Party/
Chinese Party

CHINA’S IMPORTS THROUGH SEPTEMBER 30

Product/Value/
Date Reported

Agricultural Commodities

(Australia)

(US)/Shenzhen

Asiatic and Pacific Trad-
ing Co. (Canada)/
Heilongjiang

The New Zealand Apple
and Pear Board/
Shenzhen Fruit and Veg-
etable Trading Corp.

(India)/China National
Native Produce and Ani-
mal By-Products Import
and Export Corp.

Northwest Timber Ex-
ports (US)/CHINATUHSU

(Australia)

Agricultural Technology

John Deere International
Ltd. (W. Germany)/
Heilongjiang Land Rec-
lamation

Jacuzzi (US)

Transavia (Australia)

AMF Legg (UK)

600,000 tons of wheat. 4/16/85.

209 breeding swine under a 1984 livestock
export agreement. 7/22/85.

Will ship 3,000 head of beef cattle in 1986.
8/85.

Shipped 83 tons of apples. 8/85.

Has contracted to buy 1 million kg of loose
tea, 8/15/85.

Shipped approximately 2 million board feet
of imber. 8/20/85.

Signed contract for 800,000 tons of wheat.
8/30/85.

Combine harvesters. $5,323,779. 5/2/85.

Signed a memorandum of understanding
for solar-powered water pumping equip-
ment for irrigation and water supply sys-
tems. 6/85.

Signed a contract for four PL-12 Airtruck
(Skyfarmer T-300) aircraft. 7/85.

CT: Will supply technology and training in
exchange for purchase of tobacco cutting

machines and other equipment. $16.62 mil-

lion. (£12 million). 8/2/85.

NA = Not available

NOTES: Contracts denominated in foreign currencies are converted into US dollars at
the most recent monthly average rate quoted in International Financial Statistics
(IMF). Contracts concluded over two months ago are also included if they were not
reported in the last issue of The CBR. Leasing (LEAS), Licensing (LIC), Compensation
(CT), and Assembling (ASSEM) deals are now included in the “China’s Imports” sec-

non,
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Spot Image (France)

General Robotics Cor-
poration (US)/CNTIC

Will provide direct reception and distribu-
tion of satellite vegetation monitoring,
8/5/85.

Awarded a World Bank tender to supply
computer systems to be used as educational
tools in researching agricultural applica-
tions. $1.3 million. 8/22/85.

Chemicals and Chemical and Petrochemical Plants and Equipment

Adhesives Consultants
Corp. (US)/CNTIC and
Shanghai

Interbras (Brazil)

Phillips Petroleum Co.
(US)/Gansu

Eltech Systems Corp.
(US)/Beijing

Marubeni and |GC Corp.
(Japan)/CNTIC

Marubeni and Toyo Engi-
neering Co. (Japan)/
CNTIC and Shanghai In-
vestment Trust Corp.

Kawasaki Heavy Indus-
tries Ltd. (Japan)/Lanzhou
Petrochemical Plant,
Gansu

Lummus Crest Inc., sub-
sidiary of Combustion
Engineering Inc. and
Monsanto (US)/CNTIC
and Yanshan United For-
eign Trade Co.

Sohio Chemical Co. (US)/
Nanjing Trust & Consul-
tancy Corp.

Montedison Group (It-
aly)/Tianjin

M. W. Kellogg Co. (US)/
Shanxi

Will provide technology and equipment for
a solvent- and water-based adhesives facil-
ity with an annual production capacity of
2,500 metric tons. 3/25/85.

CT: Will <hip 60,000 metric tons of petro-
chemicals, mostly thermoplastics, in ex-
change for 50,000 bbl/day of crude oil.
5/15/85.

Will help build a resin unit, a styrene unit, a
polypropylene unit, and a plastics process-
ing production, and research center.
6/13/85.

Announced a technology-transfer agree-
ment for the production of chlorine, caustic
soda, and potassium hydroxide. $2 million.
7/85.

Will supply one NGL and three LPG plants
to Liaohe and Shengli oilfields. 7/85.

Signed contract for SAN plant for the
Gaoqiao Petrochemical Plant. $2.95 million
(J¥700 million). 7/85.

Has an order for an ethylene furnace. $7.6
million (J¥1.8 billion). 7/3/85.

Signed two contracts for technology for
new 60,000 metric tons per year styrene
monomer plants. 7/27/85.

LEAS: Signed contract to import glass epoxy
continuous production unit, $1.64 million.
8/12/85.

Negotiating to sell technology for disperse
dyestuff production. 8/14/85.

Signed an agreement to build a coal gas-
ification plant. $25 million. 8/27/85.

Construction Materials and Equipment

J. T. Thorpe and Son Ltd.
(UK)/Chinese Academy
of Sciences, Beijing

Will supply tables, benches, and service
spines for carrying gas and electricity in lab-
oratories. $208,000. (£150,000). 1/29/85.
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Kobe Steel, Ltd. (Japan)/
CNTIC

Fuller Co. (US) and
Moller and Lurgi Co.s (W.
Germany)/China Building
Material Equipment
Development & Service
Corp.

Edwards of Enfield Ltd.
(UK)/Liming Machinery
Plant

NA (Spain)/Liaoning

Consumer Goods

Sanyo Electric/Yingkou
City Refrigerator Factory,
China Light Industry Eco-
nomic-Technical Cooper-
ation Corp.

Clen Dimplex Group
(UK)

Fedders International
Business Development
Co. (US)/Shanghai Air
Conditioning Factory

Will furnish cement calcination technology.
$1.48 million. (J¥350 million). 7/9/85.

Signed several contracts to assist in the ce-
ment industry including manufacture of
grate coolers, bucket conveyors, and elec-
tric precipitators, 8/7/85,

Will sell an aluminum extrusion handling
plant, to be used in the production of win-
dows and doors. 8/8/85.

Signed a contract for a cement factory.

9/16/85.

Construction of a factory for the manufac-
ture of 200-liter-class refrigerators, technical
assistance, and delivery of parts. $2.66 mil-
lion. (J¥630 million). 7/85.

Completed order for fan heaters. $138,530.
(£100,000). 7/4/85.

Will sell room air conditioners, 8/23/85.

Electronics and Electrical Equipment

Gould (US)/Ministry of
Education

John Fluke Mig. Co,, Inc.
(US)/CEEC, Qian Feng
Radio Instruments Fac-
tory

Cambex Corp. (US)

Sun Hung Kai Ltd. (HK)/
Polytechnic and TV Uni-
versity and Ministry of
Education

Marubeni Corp. (Japan)/
Polytechnic and TV Uni-
versity and Ministry of
Education

3M Far East Ltd./Poly-
technic and TV University
and Ministry of Education

Louis Berger International
(US)/Beijing

Dataprep (HK)

Sekonic (Japan)/China
National Electronics In-
dustry Ministry Adm. and
San-yi Electronic Com-
puter Corp., Taiyuan

Toppan-Moore (Japan)/
Tianjin No, 2 Machine In-
dustry Bureau

Toshiba (Japan)

Konishiroku Photo Indus-
try Co. (Japan)/Han
Guang Machine Factory,
Handan, Hebei

Stearns Catalytic Corp.
(US)/Luoyang, Henan

LIC: Signed 10-year agreement for pro-
grammable controllers. 7/84.

Signed contract for technology transfer and
production of signal generators. 11/84.

Will ship 40 IBM-compatible mainframe
computers with peripherals and assorted
spare parts, $10 million. 2/85.

Will supply educational computer equip-
ment. $1,043,680. 3/29/85.

Signed contract for video recording system.
$1,260,000. 3/31/85.

Will supply video cassette tapes,
$1,213,884. 4/22/85.

Installed and put into operation a com-
puter-aided design center. 5/85.

Will distribute Wicat computer and training
systems in China, $1.3 million, 5/20/85.

Technical assistance for manufacture of
automatic coordinate-plotting drafting ma-
chines, including parts and assembly facili-
ties. $1.26 million. (1¥300 million). 7/85.

Established a sales company for IBM com-
puters. 7/85.

Received order for two computerized sys-
tems for electrification and doubling of rail
line between Zhengzhou, Henan, and Baoji,
Shanxi. $4.64 million. (J¥1.1 billion).
7/10/85.

Will deliver photocopier plant with annual
production capacity of 15,000 units, $92.7
million. (J¥22 billion). 7/11/85.

Will do preliminary design engineering for a
silicon materials plant to produce
polysilicon, polished wafers, and epitaxial
wafers. $25 million. 7/22/85.
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Everbright Industrial
Corp. (HK) and Bur-
roughs Corp (US)/Yun-
nan Electronic Equipment
Plant

Accugraph Corp. (Can-
ada)/Dalian

Gerber Scientific Instru-
ment Co. (US)/China In-
stitute of Computing
Technology

Honeywell Inc. (US)/Chi-
nese People’s University

SORD Computer Corp.
(Japan)/State Council
Overseas Chinese Affairs
Office

Olivetti (Italy)/Yunan
Electronic Equipment
Factory, Kunming

Soundout Laboratories
(UK)/Fenn Lee Radio,
Shenzhen and Beijing
concert halls.

Frye Copysystems Inc., a
unit of The Signal Com-
panies (US)

Nixdorf Computer Ltd.,
subsidiary of Nixdorf
Computer AG (W. Ger-
many)/Nan Tung and Tai
Fung Banks (Macau)

Gerber Systems Technol-
ogy Inc. (US)/Shanghai
Metallurgical & Mining
Machinery Co.

BASF (W. Germany)/
Shanghai Computer
Corp.

BASF (W. Germany)/
Shanghai Electric Meter
Factory

Japax Co. (Japan)/
MACHIMPEX

GEC Measurements (UK)

Prime Computer Ltd.
(HK)/Ministry of Railways

Computer Oriented De-
sign Engineering Systems
Inc. (US)/Shanghai and
Zhejiang

General Electric (US)/
China National Coal
Development Corp.

Ricoh Co. (Japan)/MMBI
and Long Hua Copying
Machine Industry Corp.

Electronics (Consumer)

Matsushita Electric Indus-
trial Co. (Japan)/
Guangzhou Electric Rice
Cooker Factory

Zenith Electronics Corp.
(US)/Shanghai Instrumen-
tation and Electronics
Corp.

Owens-lllinois (US)

Concluded a contract to produce B-20
microcomputers. 7/29/85.

Sold two computer-aided drafting systems,
8/85.

Will supply a PC800, Model 8533 printed
circuit board design and artwork generating
system. $400,000. 8/85.

Finalized contract for 56 mainframe com-
puters, 120 microcomputer systems, and
200 matrix printers. $21 million. 8/5/85.

Sold mini-computer network system,
8/7/85.

Sold production line with related equip-
ment and technology to assemble M24 per-
sonal computers. 8/9/85.

Sold music mixing consoles, 8/9/85.

Signed a letter of intent for equipment and
technology used in making computer print-
ing nbbons. 8/15/85.

Signed letters of intent to use 118 Nixdorf
workstation computers, $115,000.
(HK$900,000). 8/19/85.

Received export license to ship four SABRE-
5000 systems. $500,000. 8/22/85.

LIC: Will supply equipment, technical
know-how, and staff training for the pro-
duction of 5%" hali-height fixed disk drives.
8/23/85.

Will supply testing equipment for floppy
disk drive manufacturing. 8/23/85.

Will transfer technology of D X Cnc. Elec-
tronic Machine Centre. 8/29/85.

Received order for protection relays to dis-
tribute electricity to rural areas. 8/29/85.

Sold computer system to assist in network
design and bridge construction. $500,000.
8/30/85.

Will produce automatic controls for the
manufacture of insecticides, computeriza-
tion of analytical testing equipment, and
process control systems for application of
dye to fabrics. 9/4/85.

Will supply electrical and electronic con-
trols for a new surface coal mine, $3.6 mil-
lion, 9/9/85.

Will export copier-producing plant facilities.
$211 million. (J¥50 billion). 9/21/85.

Transfer of technology for manufacturing
electric rice cookers and export of inspec-
tion equipment. 7/85.

Will sell projection television monitors for
educational and entertainment purposes. $3
million. 8/85.

LIC: Technology in manufacture of glass for
color tube production. 8/26/85.



Japan Victor Co./Shang-
hai Broadcasting & TV In-
dustry Co.

Will ship parts to produce compact disk
players. 9/7/85.

Engineering and Construction

Process Evaluation and
Development Corp., sub-
sidiary of W, R, Grace &
Co. (US)/Ganjiang Paper
Mill

Ingersoll Engineers Inc.
(US)/Shanghai Machine
Tool Corp.

Kumagai Gumi (lapan)/
Gansu

Finance

Overseas Chinese Bank-
ing Corp., United Over-
seas Bank and Overseas
United Bank (Singapore)/
Shanghai

Food Processing

C. M. Kemp Manufactur-
ing Co. (US)

Delaware North (US)

Tyler Refrigeration Corp.,
subsidiary of American
Standard Inc. (US)/
Luoyang Refrigeration
Machinery Factory,
Henan, CNTIC

Process Systems, Inc.
(US)/Tianjin Cigarette &
Wine Corp.

Unibra Co. (Belgium)/
Beijing Five-Star Brewery

NA (Spain)/Zhejiang

Will provide engineering services and tech-
nical advice for renovation. 3/85.

Will plan a major improvement and mod-
ernization program for 12 factories and a
research institute. 5/27/85.

Will construct a large-scale irrigation tun-
nel. $23.44 million. (J¥5,560 million).
8/27/85.

Will lead-manage a syndicated loan to fi-
nance a luxury hotel. $40 million. 9/4/85.

Signed letters of intent to sell nitrogen gen-
erators and drying equipment for food pro-
cessing and general manufacturing.
$500,000. 9/84.

Will open flight kitchens and terminal oper-
ations in Beijing and Shanghai plus on- and
off-shore support services for oilfields in the
China Sea. 7/10/85.

LIC: Technology 1o manufacture refriger-
ated display cases, walk-in coolers and
freezers, refrigerated systems, condensers,
and unit coolers. 7/22/85.

Will design a 20 million gallon per year neu-
tral spirits plant to produce 192-proof alco-
hol for industrial and beverage usage. 8/85.

Will supply beer production technology and
equipment to increase production capacity
from 35,000 to 55,000 tons per year.
8/12/85.

Signed contract for a tangerine and orange-
processing factory. 9/16/85.

Machine Tools and Machinery

Fsab (Sweden)

Tokyo Aircraft Instrument
(lapan)/Yingkou City Du-
plicator Factory

Bailey Controls (US)/
MACHIMPEX and China-
Xi'an Instrument and Ma-
chine Tool Plant

Surface Combustion, di-
vision of Midland-Ross
Corp. (US)/CNTIC and
Nankou Rolling Stock
Machinery Works, Beijing

Pertron Contraols Corp.
(US)/camic

Neepsend (UK)/Shenyang
Heavy Machinery Plant,
Liaoning

Atlas Copco MCT (US)/
Tianshui Pneumatic Tools
Factory, Gansu
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Completed two agreements on delivery of
welding equipment and technology for two
electrode factories. $4.94 million. (41 mil-
lion kronor). 9/29/84.

Transfer of technology for manufacture of
small offset printing machines. 7/85.

Will supply prototypes for AC pneumatic
control drive and instrument and control
panel for boiler turbine generators. 8/85.

Finalized contract to design and construct
new heat treat line. 8/85.

Will supply PWC-300 and Paragon 2000 re-
sistance welding controls. $130,000. 8/85.

Will sell used vacuum molding plant.
$208,000. (£150,000). 8/8/85,

Signed technology transfer agreement for
production of mechanized bench drilling
equipment. 8/16/85,

Medical Equipment

Nihon Kohden Corp. (Ja-
pan)/Shanghai Medical
Electronic Instrument
Factory

Will transfer technology for manufacture of
electrocardiograph equipment and delivery
of parts for KD production. 7/85.

Metals, Minerals & Processing Technology

Amspec Chemical Corp.
(US)/MINMETALS

Lurgi Gesellschaften (W.
Germany)

Austria Metall

Tecnotrade (Italy)/South-
west China Energy Re-
sources Corp.

Altos Hornos Zapla (Ar-
gentina)

(Venezuela)

Cia Siderurigica de
Tubarao (Brazil)

(Poland)

Centrifugal Casting Ma-
chine Co, (US)/Norinco
and Fengler Machine
Plant

(Argentina)

J. L. Aliperti (Brazil)

Hitachi Zosen Corp. (Ja-
pan)/CNTIC

Universal Machinery &
Equipment Co. (US)/CImIC
and Jiangxi Steelworks

NA (Europe)

C-E Refractories, a unit of
Combustion Engineering
Inc. (US)/Guiyang,
Guizhou

C-F Refractories, a unit of
Combustion Engineering
Inc. (US)/CNTIC, Liaoning

Southwire Co., Morgan
Construction Co., and
Ajax Magnethermic (US)/
China International Non-
Ferrous Metals Leasing
Co. Ltd.

Italimpianti (Italy)/Tianjin

Technomin Australia NL/
China National Nonfer-
rous Metals Industry
Corp., Guangdong

Herr-Voss Corp. (US)/
Wubhan Iron & Steel Co.

Reached an agreement for the supply of an-
timony oxides and metal with equipment
and technology to enable them to size and
grade finished antimony. 5/84.

Signed a preliminary agreement to build a
commercial lead smelter using Queneau-
Schuman-Lurgi process. 4/85.

Concluded agreement for sales of rolled
aluminum products, $7.65 million. (Sch150
million). 4/4/85.

Signed contract for a series of projects in-
volved in the development of the Liu Pan
Shui Mining area. $500 million. 5/85.

Won export order for sale of 50,000 tons of
special steels. 5/8/85.

Has orders for 300,000 to 400,000 tons of
steel praducts in 1985, 5/21/85.

Started shipment of a trial order of 50,000
tons of steel slabs, 6/4/85.

Signed five-year trade agreement which in-
cludes the export of copper. 6/11/85.

Signed contracts for pipe. $1.4 million,
6/13/85.

Negotiating 1 million ton per year steel
product deal. $200-400 million per year.
6/18/85.

Signed contract for the sale of 20,200 tons
of steel bars. $4 million. 6/25/85.

Export of two continuous casting facilities
for Baoshan Steel Plant, Shanghai; technical
assistance for design and manufacture;
long-term technical licensing. $253 million,
(J¥60,000 million). 4/7/85.

Will supply two rebuilt 25-ton electric arc
furnaces and transformers. 7/5/85.

Concluded pricing talks for second half de-
livery of 20,000 tons chrome ore, 7/5/85.

Will provide technology, equipment, and
operator training for plant which will manu-
facture ceramic fiber refractories, and light-
weight insulating materials used in the steel,
refinery, and other high temperature pro-
cessing industries. 7/29/85.

Will provide technology, equipment, and
operator training for plant which will pro-
duce alumina-zirconia-silica refractories

used in the manufacture of glass. 7/29/85.

LEAS: Will furnish technology, casting ma-
chine, fluid system, startup training, rolling
mill, coiling equipment, and an induction
furnace to melt copper for copper rod pro-
duction at the Yunnan Smelter near Kun-
ming. 8/85.

Negotiating an agreement for construction
of steel tube plant with a capacity of
500,000 tons per year, $800 million, 8/9/85.

Will explore and develop two areas near
the Fankou silver, lead, and zinc mine north
of Shaoguan City. 8/9/85.

Negotiating contract to supply a line of
color-coated strips to be used in the pro-
duction of construction equipment, home
appliances, and transportation equipment.
8/11/85.
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Continuus-Properzi (It-
aly)/Wuhu Smelter, An-
hui

Davy-McKee (UK)

Bonifica, Snia-Techint,
and Geoexpert Interna-
tional (Italy)/Chinese
Academy of Sciences

Salzgitter (W. Germany)/
MACHIMPEX, Baoji Tube
Plant, Shaanxi

Showa Aluminum (Ja-
pan)/CNTIC

Capricorn Coal Manage-
ment Pty Ltd. (Australia)/
Shanghai

Plating Engineering (UK)

Bechtel Group, Inc. (US)/
Antaibao Mine, Shanxi

Nippon Steel Corp., Nip-
pon Kokan K.K., Kawa-
saki Steel Corp.,
Sumitomo Metal Indus-
tries, Ltd., Kobe Steel,
Ltd. and Nisshin Steel Co.
(Japan)/MINMETALS

(Australia)

Military Equipment
General Electric (US)/
China Shipbuilding Trad-
ing Co. Ltd.

Mining Equipment
Boliden (Sweden)

Gullick International
(UK)/China National Coal
Import Export Corp.

Daniels Co. (US)

Mine Safety Appliances
Inc. (US)/Wuhan Iron &
Steel Co.

Signed contract for complete supply of a
Properzi CCR line for copper rod produc-
tion. 8/13/85.

Will supply spring machines. $2.77 million.
(£2 million). 8/14/85.

Will analyze precious metal resources in
Shandong and plan a pilot hydrometallurgi-
cal gold extraction plant. 8/16/85.

Sold tube welding mill. $29 million.
8/16/85.

Will export technology for construction of a
prebake 100,000 tonne/yr aluminum
smelter. 8/16/85.

Won a contract to supply 125,000 tons of
coking coal. $6 million. 8/28/85.

Signed contract to supply plating plant to
plate shock absorber strut rods with nickel
and hard chrome. 8/30/85.

Will train open-pit mine workers for Island
Creek of China Coal Co., a subsidiary of
Occidental Petroleum Corp. 9/4/85.

Received order for 426,000 tons of steel
products. 9/14/85.

Negotiating increased sales of high-grade
western Australian iron ore, 9/20/85.

Signed contract to supply two shipsets to-
taling four LM2500, 25,000 horsepower gas
turbine engines, one spare engine, and mis-
cellaneous parts. 8/2/85.

Signed contract to introduce technology for
cut-and-fill mining with artificial roof in Chi-
na's largest nickel deposit. 1985.

Received contract for the manufacture of
two diesel-powered ballasting machines,
7/12/85.

Received order for eight of its Dense Media
System coarse coal vessels to be installed in
a large coal preparation plant. 8/85.

Signed contract to supply a fire extinguish-
ing system. 8/11/85.

Petroleum, Natural Gas & Related Equipment

Natco, a unit of Combus-
tion Engineering Inc. (US)

Technical Oil Tool Corp.
(US)/Ministry of Petro-
leum Industry

Reading & Bates Con-
struction Co. (US)/
MACHIMPEX

Geolograph Pioneer Co.
(US)/Ministry of Petro-
leum Industry

Halliburton Services (US)

Parker Drilling Co. (US)/
China National Oil Co.
and Shengli Field

Tubesonics International
(USs)

NA (US)/MACHIMPEX

Will design, fabricate, and install equipment
onshore and offshore. 9/84,

Sold mobile drilling rig monitoring systems.
1/85.

Signed a contract to sell a horizontal drilling
rig and construction services. 4/85.

Will furnish electronic instrumentation for
oil fields. 6/13/85.

Signed contracts for offshore drilling equip-
ment and technology. 6/13/85.

Signed agreement 1o provide specialized
equipment and technical services for direc-
tional drilling and development program.
6/13/85.

Sold high-technology oil field system.
6/13/85.

Shipped five custom designed rigs (three
land and two mobile). 7/85.
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Fisher Controls Interna-
tional, Inc. (Canada)/
SINOPEC

Geophysical Service Inc.,
subsidiary of Texas In-
struments (US)/Ministry
of Petroleum Industry
and Seismograph
Subfactory of Xi'an Gen-
eral Petrochemical Works

Royal Dutch Shell (Neth-
erlands UK)/lapan China
Oil Development Corp.

Applied Automation Inc.,
subsidiary of Phillips Pe-
troleum Co. (US)

Dyer Equipment Inc.
(Canada)/Daqing

Dyer Equipment Inc.
(Canada)/Karamay

Shell, Chevron, and Esso
(US)/CNODC

NA (Spain)/Fujian
NA (UK)/CNOOC

Ports

Krupp (W. Germany)/
Ministry of Communica-
tions

Maunsell (UK)/Da Peng
Wan, Shenzhen

Felixstowe, Posford Pavry
& Partners (UK)/Tianjin,
Shanghai, and Huangpu

Power Plants & Equipment

Allen-Sherman-Hoff (US)/
MACHIMPEX

Kvaerner Brug (Norway)

lfo-Electric, subsidiary of
Eurokoncernen (Swe-
den)/Xi'an

Rolls Royce (UK)

Rolls Royce (UK)/CATIC
and Zepu Petroleum and
Chemical Factory

Gibbs & Hill and
Quadrex Corp. (US)/
Sunan, Jiangsu

Hydroservice (Brazil)/
MWREP

Metallgesellschaft (W.
Germany)

Mitsui & Co. Ltd.,
Toshiba Corp., and
Ishikawajima-Harima
Heavy Industries Co. Ltd.
(Japan)/Hopewell Power
Ltd.

General Electric (US)/
CNTIC and Dagqing Petro-
leum Administration

Agreed to establish a technical sales and
service center in Beijing. 7/25/85.

LIC: Manufacture of digital seismic record-
ing system. $50 million. 7/29/85.

Will give technical advice on offshore
oilfield development in the Gulf of Bohai.
8/6/85.

Shipped OPSEIS seismic data gathering
equipment to help geologists search for oil.
8/12/85.

Supplying 19 truck mounted fracturing
units. $5.16 million. (C$7 million), 8/19/85.

Will supply truck mounted fracturing units.
$7.74 million, (C$10.5 million). 8/19/85.

Planning a joint exploration project cover-
ing 10 provinces. 9/2/85.

Signed contract to build oil refinery. $300
million. 9/16/85.

Received order for a one million pound
modular diving support system. 9/16/85.

Signed contract for container crane. $1.68
million. 3/27/85.

Will perform feasibility study and detailed
designs for a new major deep water harbor.
8/8/85.

Have been assisting in the preparation of
tenders for container handling equipment
for ports. 8/8/85.

LIC: Was awarded contract to design and

supply ash handling systems for two coal-

fired generating stations with a combined

capacity of 1,200 MW and eight-year con-
tract for technology transfer and licensing.
12/84.

Signed first portion of contract to deliver
and jointly produce four 150 mw turbines
for hydroelectric plant. $17 million. (140
million kroner). 2/28/85.

LIC: Will establish production line for press-
ing of high-voltage insulators. 3/1/85.

Will supply refinery power generating plant.
$10.3 million. 4/19/85.

Signed contract for supply of three 12,000-
KW gas turbine electrical co-generation sys-
tems. $18.6 million. 4/19/85.

Will assist in choosing a vendor for two
900-MW pressurized water reactors. 5/85,

Will assist in finalizing the design of a con-
crete-faced dam to be used for generating
hydropower. $100,000. 6/85.

CT: Signed a letter of intent involving deliv-
ery of four nuclear power plants in return
for non-ferrous metals and ores. $1.5 bil-
lion. 6/14/85.

Will provide two 350-MW coal-fired power
plants. $480 million. 8/85.

Awarded contract to supply gas turbines for
a 36-MW cogeneration project to supply oil
refinery power and steam. $13.9 million.
8/12/85.
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Japan Atomic I,m‘rgy Re-
search Institute

Combustion Engineering
Simcon, Inc. (US)/MOFERT
and North China Institute
of Electnc Power

Skoda Export Prague
(Czechoslovakia)/CNTIC
and Shentou No. 2
Power Plant, Shanxi

Alsthom (France)/
Guangzhou Economic
and Technology Devel-
opment District Con-
struction Import Export
Corp.

Ebasco Services Inc. (US)/
Zhejiang Provincial Elec-
tric Power Bureau

Electric Power Develop-
ment Co. and Nippon
Koei Co. (Japan)

Property Development

Sobel/Roth, division of
Emery Roth & Sons (US)/
China Economic and
Trade Consultants Corp.

Bechtel International
Corp, (US)/Shenzhen

Kumagai Gumi (Japan)/
Bank of China

Scientific Instruments
Monitor Labs Inc. (US)

Infospec Computers (UK)

Fisher Controls (HK and
Singapore)/Guangzhou
Petrochemical Works

Technicare Corp. (US)/
State Scientific and Tech-
nology Commission and
Ritan Hospital, Beijing

FONAR Corp. (US)

AccuRay Corp. (US)/Min-
istry of Light Industry and
INSTRIMPEX

John Fluke Mig, Co., Inc.
(US)/ceiEC, BCIC, and
Beijing Radio Research
Institute

Shipping
Maru Shipping Co., Inc.
(Liberia)

Mount Pleasant Shipping
Corp. (Liberia)

Sembawang Towing, sub-
sidiary of Sembawang
Shipyard Group (Singa-
pore)/China Ocean Ser-
vices

Telecommunications

Nippon Telegraph &
Telephone Corp. (Japan)/
Tianjin, Shanghai, and
Guangzhou

Will research the disposal of low-level ra-
dioactive wastes. 8/12/85.

Signed contract to supply full-scope power
plant training simulator. 8/14/85.

Signed contract to supply two 500-MW
power plants. 8/22/85.

Sold two 9,500-KW diesel generating sets.
8/24/85.

Will consult on the Beilungang Project, two
600-mw coal-fired generating stations near
Ningbo. 8/26/85.

Will provide design and construction super-
vision of a 1,300-MW power station on the
border between Guizhou and Guangxi.
9/11/85.

Will be design architects for China's World
Trade Center in Beijing. $1 million. 5/6/85.

Won a contract to manage construction of
a 637-room hotel, 8/7/85.

Won an order to construct “Haikou Inter-
national Financial Center” on Hainan ls-
land. $15.94 million. (J¥3,780 million).
8/27/85.

Signed contract to provide pollution moni-
toring equipment. $2.5 million, 3/4/85.

Received order to provide computer-aided
system for dating samples of material taken
from under the earth’s surface. $41,559.
(£30,000). 6/8/85.

Received contracts for total range of control
valve, measurement, and control room in-
strumentation products. $1 million. 8/85.

Will supply magnetic resonance imaging
system. $2 million. 8/9/85.

Sold FONAR Beta 3000, first permanent
magnet NMR scanning system. 8/13/85.

Ordered 10 1180 Micro paper machine
measurement and control systems. $4 mil-
lion. 9/85.

Signed contract for technology and equip-

ment to produce 9010A Micro System Trou-
bleshooter, $1 million. 9/4/85.

Sold motor bulk carrier, 26,981 dw1. 8/6/85.
Sold motor bulk carrier, 15,373 dwt. 8/6/85.

Will market COS activities in the Asia Pacific
region, 8/19/85.

Will provide consulting on construction of
400-mile optical communications network.
7/22/85.

Fujitsu Ltd. (Japan)/Minis-
try of Posts and Telecom-
munications

Universal Satellite Corp.
(uUs)

NEC Corp. (Japan)

Nippon Telegraph and
Telephone (Japan)/Tech-
nology Transfer Corp.

Total Audio Concepts
(UK)

Plessey Radio Systems
(UK)

LM Ericsson (Sweden)/
Liaoning

NKF Waddinxveen and
AT&T & Philips Telecom-
munications (Nether-
lands)/Ministry of Post &
Telecommunications

Standard Elektrik Lorenz
AG (W. Germany)/Fujian

Textiles

Allied Fibers and Mills
(Us)

Transportation Equipment
Nordam (US)

H. F. Henderson Indus-
tries (US)/Ta Chung Hua
Rubber Tire Plant

Citroen (France)

De Havilland Aircraft
(Canada)/Shenzhen Air-
line Corp.

MSAS (US)/Sinotrans

Isuzu (Japan)

Bell Helicopter Textron
Inc. (US)/CAAC

Daihatsu Motor Co, (Ja-
pan)/Tianjin Automotive
Industry Corp.

Suzuki Motor Co. (Japan)

Livernois Engineering Co.
(US)

Hong Kong Aircraft Engi-
neering Co./CATIC

Komatsu Ltd. (Japan)/
CNTIC

Nissan Diesel Motor Co.
(lapan)/China National
Automotive Industry Im-
port & Export Corp. and
No. 2 Automobile Manu-
facturing Factory, Xianfan

Chrysler (US)

Was awarded a contract for FETEX-150 digi-
tal switching systems to be used in 14 prov-
inces. 8/85.

Will supply and install VideoMate projec-
tors to provide global teleconferencing ser-
vices. $5 million. 8/85.

Received an order for four microwave com-
munications systems, 8/5/85.

Will provide consultation and training for
the construction of full-scale optical cable
line servicing 285 miles of railway north of
Beijing. 8/7/85.

Received order for public address mixing
consoles. $346,325. (£250,000). 8/9/85.

Won contract to supply equipment to mon-
itor international news broadcasts.
$692,650. (£500,000). 8/15/85.

Will supply 10 or more digital telephone ex-
changes. $28 million. 8/27/85.

Signed agreements for supply of glass fibers,
fiber cable, transmission equipment, and
technology. $8.7 million. 9/1/85.

Negotiating to set up two facilities to pro-
duce cable and telephone equipment.
9/11/85.

Sold fabrics for eight hotel projects.
7/29/85.

Received orders for 150 aircraft interiors.
$20-$25 million. 1/85.

Designed and manufactured tire control
consoles. 6/85.

Sold 250 Citroen CX cars to be used by
tourists in China. 7/10/85.

Sold three Dash 7 aircraft. 7/24/85.

Will act as agent for Sinotrans in develop-
ment of traffic between US and PRC. 8/85.

CT: Constructing truck plant in exchange
for exports of 40,000 medium and large-size
trucks. 8/5/85.

Received order for six Jetranger |11 aircraft
to be used for pilot training. 8/7/85.

Negotiating technology transfer deal for
production of 1,000 cc “Charade” car.
8/12/85.

Signed contract to export 50,000 AP80 and
100 commuters per month, 8/14/85.

Will design, make, and service machines
used to make passenger car radiators and
components for six radiator manufacturers.
$3 million. 8/19/85.

Modernized Y-7 and Y-12 aircraft to be
used as prototypes for aircraft production.
$20 million. 8/22/85.

Will provide technology on large dump
truck production. $8.43 million. (J¥2 billion).
6/27/85.

Signed contract to supply truck-manufactur-
ing technology to design plant capable of
producing 20,000 eight-ton trucks a year by
1987, 8/29/85.

Negotiating to sell tooling for rear-wheel-
drive on V-8 “Fifth Avenue” sedan. 9/85.
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Miscellaneous

Cluff Investments, subsid-
iary of Cluff Oil (UK)/
Ningbo Sino-British Ser-
vices Corp. subsidiary of
Ningbo General Eco-
nomic and Technological
Development Corp.,
Zhejiang

Harris Graphics (Austra-
lia)

Ikegai-Goss (Japan)/Yang
Cheng Wanbao,
Guangzhou

Djuka Dinic (Yugoslavia)/
Jiamusi, Heilongjiang

Hell Chromacom (US)/
Beijing Xinhua Printing
Co.

Graham & Brown (UK)

Will act as exclusive representatives of
Ningbo in all investments, joint-ventures,
and trade from Britain. 3/19/85.

LIC: Two models of heatset web offset
presses to produce books, educational ma-
terial, and technical publications. 6/85.

Ordered a Metro-Offset press. 6/85.

Will supply leather processing technology in
exchange for semi-processed and processed
leather and cash. $1 million. 7/16/85.

Installed a page makeup and retouching
system. 8/85.

Sold range of wallcoverings to redecorate
Deng Xiaoping's office and VIP lounge.
8/9/85.

(0 4h
)

Foreign Party/
Chinese Party

JOINT VENTURES AND DIRECT
INVESTMENT THROUGH SEPTEMBER 30

Arrangement/Value/
Date Reported

Agriculture
(Thailand)/Shanghai

(Australia)

Agricultural Technology
lacuzzi Inc, (US)

Wiladimir Talanczuk Air-
craft Manufacturing Ltd.
(Canada)/Beijing
Changfeng Industry
Corp.

Established Shanghai Dajiang Company Ltd.
to produce feed and livestock. 7/10/85.

Invested in the China Eucalyptus Develop-
ment Center. $3.6 million (A$5 million).
9/7/85.

Signed a memorandum of understanding for
analysis of economic feasibility of assembly
and/or manufacture of solar-powered water
pumping equipment for irrigation and water
supply systems. 6/85.

Signed contract to produce ultra-light agri-
cultural spray planes. $480,000. (Can.:47%--
PRC:53%). 8/12/85.

Chemicals and Chemical and Petrochemical Plants & Equipment

NA (US)/Guiyang

H. B. Fuller Co. (US)/
Guangdong Foreign

Trade Corp. and Yue
Shang Development
Corp.

Goemar Laboratories
(France)/Shandong

Construction Materials

Multitech International
Development Co. (HK)/
Chengdu Aircraft Ltd.
and Sichuan Corp. for In-
ternational Economic and
Technical Cooperation

Standard Civil Engineer-
ing Corp. (HK)/
Mudanjiang Building Ma-
terial Industry Corp.,
Heilongjiang

Opened Jiashang Enterprise Co. to produce
machine maintenance agent. 7/29/85.

Signed agreement to build manufacturing
facility to produce specialty chemicals, ad-
hesives, and sealants, 8/17/85,

Signed agreement to build algae transforma-
tion unit for products for stimulating plant
growth and cosmetic and dietetic applica-
tions. $2.93 million. (Fr25 million). 8/29/85.

Formed China Sichuan International Alumi-
num Engineering Co. Ltd. to produce mainly
aluminum doors and windows. $5 million.
7/85.

Will produce granite for construction. $6.2
million (¥18 million). 8/14/85.
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Electronics and Electrical Equipment

Hitachi Co. and Toei
Shoko Co. Ltd. (Japan)/
Mindong Motor Co. and
Fujian Provincial Invest-
ment and Enterprises Co.

Business Computer Solu-
tions, Inc. (US)/Chinese
Academy of Sciences

Intergraph (US)

Olivetti (US) and NA
(HK)/Fujian Computer
Corp.

RMS Management Sys-
tems Inc. (Canada)/
Tianjin Engineering Con-
struction Corp.

General Electric (US)/
Waunxi Electric Cable Plant

IBM (US)/Ministry of Ma-
chine Building Industry

Yurugawa Electric Indus-
trial Plant (Japan)/Xi'an
Electric Cable Plant,
Shaanxi

OKI Industrial Corp. (Ja-
pan)/INSTRIMPEX, Beijing

Industrial Automation
Systems (US)

Electronics (Consumer)

N. V. Philips (Nether-
lands)/Nanjing

Sanyo (Japan)/Huagiang
Electronics Co.,
Shenzhen

Will set up Mindong-Hitachi Electric Tools
Co. Ltd. to produce electric hammers, saws,
drills, and planes. $3.5 million. (50-50).
12/26/84.

Signed 15-year agreement to establish Sci-
ence and Business Computer Corp. to intro-
duce advanced technology and equipment.
$600,000. 7/15/85.

Signed agreement to set up center to house
systems used in mechanical and electronics
design. 8/85.

Formed Bailing-Olivetti Computer Co. to
manufacture 100,000 microcomputers a
year. 8/9/85.

Formed joint venture to distribute pro-
ductivity control system for construction,
manufacturing, and service operations.
8/19/85.

Co-financing internal thermal cable produc-
tion. 8/26/85.

Co-financing a computer data training cen-
ter. 8/26/85.

Co-financing fiber-optic cable production,
8/26/85.

Opened a repair service center for OKI fac-
simile machines. 8/28/85.

Negotiating for equity in wholly owned for-
eign computer company in exchange for
providing technology and US market links.
9/11/85.

Will supply production equipment and tech-
nology for color TV tube and deflection
component manufacturing. (N:30%-
PRC:70%). 8/19/85.

ASSEM: Formed Huagiang Sanyo Electronics
Co. to produce video cassette recorders.
8/20/85.

Engineering and Construction

Rang Shui Investment
Co., Ltd. (Hong Kong)/
Ningbo Travel and Navi-
gation Co.

Brown and Root Engi-
neering and Construction
International (US)/China
Nonferrous Metal Indus-
try Foreign Engineering
and Construction Corp.

Finance, Leasing
NA (W. Germany)/Jiangxi

Mitsui Bank Ltd. (Japan)
Trilease International Ltd.
(Hong Kong)/Guangdong
International Trust & In-
vestment Corp.

United Industrial Corp.
Ltd. (Singapore)/CITIC

Signed contract to form Ningbo Huagang
Co. Ltd. to build the Ningbo Huagang
Grand Hotel. $30 million. 11/24/84.

Set up China Brown Root Engineering and
Construction to perform project manage-
ment, engineering, procurement, and con-
struction services for land industries, public
facilities, and other projects. 7/25/85.

Established Jiangxi Sino-German Economic
and Technical Consultation and Develop-
ment Company to offer consultation, tech-
nical guidance, and low interest loans to
navigation and highway construction
projects in Jiangxi. $194 million. (DM540
million). 9/15/84.

Will establish China Unified International
Leasing Co. $5 million. (J):25%-HK:25%-
PRC:50%). 8/17/85.

Inaugurated Citvic Investment Co,, Ltd. to
negotiate investments in tourism, construc-
tion, textiles, chemicals, and light industry.
$34.46 million. (¥100 million). (50-50).
8/24/85.
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Nichimen Corp. (Japan)
and Standard Chartered
Bank (UK)/CNTIC, Dalian
branch of Liaoning Inter-
national Trust & Invest-
ment Corp.

Societe Belge
d’Investissement Interna-
tional (Belgium)/CITIC

Ernst and Whinney (US)/
China Consultants of Ac-
counting and Financial
Management Inc.

Food Processing

Shaw Feng Zheng Trad-
ing Co. Ltd. (HK)/Qinghai
Provincial Animal Hus-
bandry Industry Trade
Joint Enterprises Corp.

Haase-Brauerei GmbH
(W. Germany)/Chengdu
Beer Co. Ltd,

BSN Group, Banque
Paribas, Malteries
Franco-Belges and
Kronenbourg (France)/
CImiC, Zhejiang ITIC,
Ningbo Light Industry
Corp., and ZITIC's Ningbo
branch

Maxim’s Caterers Ltd,
(HK)/CAAC

Companhia Cacique de
Cafe Soluvel (Brazil)/
Beijing Shuanggiao and
cmc

Le GETAC (France)/
Xinjiang

Harry Langerman (US)/
Shenzhen

Malayan Breweries (Sin-
gapore)

Kentucky Fried Chicken,
subsidiary of R. J. Reyn-

olds Industries Inc. (US)/
Beijing

Will establish joint leasing company. $3 mil-
lion. ():25%-UK:15%-PRC:60%). 8/26/85.

Signed cooperation agreement involving the
identification and joint financing of indus-
trial ventures. 9/10/85.

Will establish CCAFM-E&W Management
Services Ltd., based in Hong Kong, to pro-
vide specialized management consulting,
accounting, taxation, secretarial, and other
services, 9/26/85.

Will set up large lamb and veal processing
plant. $20 million. 9/11/84.

Formed joint venture to produce beer,
(G:25%-PRC:75%). 7/85.

Set up Sino-French Drink Co. to produce
beer and malt. $35.19 million. (Fr300 mil-
lion). (50-50). 7/12/85.

Formed joint venture to expand the produc-
tion capacity of Beijing Air Catering Co.
$10.34 million. (¥30 million). HK:40%-
PRC:60%). 8/5/85.

Formed Beijing Cacique Instant Coffee Co.
to package instant coffee. 8/14/85.

Signed agreements to make wine, and let-
ters of intent on a wine joint venture,
8/31/85.

Will start first American-style fast food res-
taurant chain. $300,000. (US:33%-
PRC:67%). 9/3/85.

Will cooperate in the production of Tiger
Beer. 9/5/85.

Will open outlet in 1986. (50-50). 9/11/85.

Machine Tools and Machinery

Beta-Crow International
(US)/NORINCO.

Kaidi Industrial Co. Ltd.
(HK)/Shenzhen Aviation
Standards Co. Ltd.,
Changchun Machinery
Plant, Jinlin, and Yantai
Machinery Industrial Bu-
reau

Klasse Kompressors (Aus-
tralia)

Intergraph Corp. (US)/
MACHIMPEX and the Min-
istry of Machine Build-
ing's Research Institute of
Automation

Arai Manufacturing Plant
(Japan)/Beijing Sealed
Parts Plant

Trans-American Delaval
Co. (US)/Pinghu Water
Pump Factory, Zhejiang
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Concluded partnership to manufacture in-
dustrial machinery, optical and electronic
instruments. 6/25/85.

Set up Yadong Standard Co. Ltd. in Yantai
to manufacture various types of screws. $1
million. 7/22/85.

Signed letters of intent to establish joint
ventures to manufacture rolary air compres-
sors. $5 million. 8/85.

Signed an agreement to establish a technical
center for mechanical and electronic design.
8/12/85.

Will co-finance production of machinery
sealed parts, 8/26/85.

Will co-finance production of screw rod
pump. 8/26/85.

Vickers Co. Ltd. (US)/
Yuci Hydraulic Parts
Plant, Shanxi

Beloit Corp. (US)/Xi'an

Computer Oriented De-
sign Engineering Systems
Inc, (US)/linan No. 1 Ma-
chine Tool Works

Minerals & Metals

Ryusho Steel Corp. (Ja-
pan)/Shenzhen

Crossland Industries
(US)/Qinbao Interna-
tional Inc., Shaanxi

Mitsubishi Heavy Indus-
tries Ltd. and Sumitomo
Metal Industries Ltd. (Ja-
pan)/Baotou

Galactic Resources Ltd.
(Canada)/Xinjiang Non-
Ferrous Metals Corp.

Packaging
Ball Corp. (US) and MC

Packaging Ltd. (HK)/
Guangzhou

Laborataire Nationale
d’Essaia (France)/China
National Packaging
Corp., Tianjin

Will co-finance production of gear pumps.
8/26/85.

Reached joint venture agreement to pro-
duce rubber rollers. 8/28/85.

Will jointly develop and market computer-
ized lathes, 9/4/85.

Will establish Chinese-Japanese Steel Tube
Co. $8.43 million. (1¥2 billion). 7/5/85.

Will jointly mine, process, market, and ex-
port marble. $2 million. 7/31/85.

Negotiating joint plant construction of a
100,000 tonne/yr pig iron plant that can re-
cover niobium as a by-product. 8/16/85.

Finalized letter of intent for equity joint ven-
ture in nonferrous and precious metals
projects, 9/24/85.

Formed MCP-Ball International Ltd. to build
can plant, $26.8 million. 8/85.

Will establish a center for testing materials
and technology used in packaging industry
and aid government agencies develop new
quality certification standards. 8/28/85.

Petroleum, Natural Gas, and Related Equipment

Bond, CSR, Broken Hill
Proprietary, Basin Oil,
and Base Resources (Aus-
tralia}/CNODC, Hainan

Far East Levingston Ship-
building (Singapore)/
China Offshore Platform
Engineering Corp.

PLT International, Inc.
(US)/China Petroleum
Engineering Construction
Corp.

Weir Pumps (UK)/
Shenzhen

Atlantic Richfield Co.
(US) and Santa Fe Miner-
als (Kuwait)/CNOOC

Pharmaceuticals

Yamanouchi Pharma-
ceutical Co. (Japan)/Chi-
nese Academy of Sci-
ences

Ports

Keppel-Sembawang (Sin-
gapore)

Mutual Oil of America
Inc. (UK)/Nanhai Oil
Shenzhen Development
Service Corp.

Property Development

Japanese Communication
Commune for Interna-
tional Tourism Invest-
ment Corp./Guilin,
Guangxi

Holiday Inn (US)/Yick Ho,
Ltd. and China Travel
Services, Beijing

Will jointly explore and develop oil and gas
in the Qiongbei Basin. 5/28/85.

Signed agreement to build offshore drilling
rigs. 8/85.

Will jointly pursue engineering, construc-
tion, and project management services.
8/85.

Set up maintenance, repair, and recon-
ditioning service base for offshore drilling
operations in the South China Sea. 8/15/85.

Will sign contract to develop a gas field off
Hainan Island. $500 million. 9/25/85.

Will jointly develop new drugs from herbal
ingredients. 7/5/85.

Propose towing a multimillion-dollar float-
ing ship-repair dock to Qingdao or Shang-
hai. 5/28/85.

Will build deepwater oil and general cargo
port. $200 million, 9/2/85.

Signed agreement to build No. 6 Building of
Ronghu (Banyan Lake) Hotel. $18 million.
7/3/85.

Will renovate and expand the Lido Hotel.
7/5/85.
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Shearson Lehman Broth-
ers Inc. and Tishman
Speyer Development
Corp. (US)/Beijing First
Commercial Bureau
Friendship Corp.

Kumagai Gumi (Japan)/
Zhuhai, Shenzhen, and
Guangzhou

Noble Chong Associates
(Canada)/Beijing

Hong Kong Transfer
Technology International
Ltd. and Towntech Ltd.
(HK)/Jiangsu International
Investment Corp. and
Nanjing House Property
Management Corp.

Tokyo Corp. (Japan)/
Beijing General Corpora-
tion of Agriculture, In-
dustry, and Commerce

Active Group (Singa-
pore)/Economic and
Technology Development
Corp., Changchun

Siracuth Imperial Trade
Co. (US)/Fuzhou Real Es-
tate Co.

Golden Lion Resources
Ltd. (Canada)

Shipping

Rang Shui Investment Co.

Ltd. (Hong Kong)/Ningbo
Navigation Co.

International Paint Corp.
(UK)/Shanghai Shipbuild-
ing Industry Corp.
Scientific Instruments

Yokokawa Kokushin (Ja-
pan)/Xi‘an Meter Factory

(E. Germany)

Will develop, finance, and market a one mil-
lion square-foot office and apartment com-
plex. 7/22/85.

Signed an agreement to construct a hotel,
office, and exhibition complex in Beijing,
$100 million. 7/23/85.

Invested in construction of China Science
and Technology Exchange Center. $40 mil-
lion. 8/5/85.

Signed construction contract for Nanjing
Multifunctional Service Center for Interna-
tional Trade. $90 million. 8/7/85.

Formed Beijing Guangming Industry and
Commerce Co. Ltd. to build a compound of
136 villas for foreign residents. $29.4 million.
():70%-PRC:30%). 8/8/85.

Will build the Changxin International Hotel.
8/12/85.

Established Fuzhou-Siracuth International
Economic Activities Center. $59 million.
9/9/85.

Announced joint venture to construct 25
luxury hotels, 9/12/85.

Formed Ningbo Huagang Co. Ltd. to man-
age high-speed passenger ships and related
services and open up navigation lines be-
tween Ningbo, Shanghai, Hangzhou, and
Putuoshan. $3.45 million. (¥10 million).
11/25/84.

Set up a bonded warehouse to provide
paints for ships and technical and consul-
tancy services. 8/5/85.

Established a joint venture for design, manu-
facture, and sales of computerized instru-
mentation and control systems. 7/85.

Negotiating expanded cooperation in mea-
suring instruments, 7/12/85.

Telecommunications Equipment

K.K. Oyo Gijutsu
Kenkyujo (Japan)/Shang-
hai Universal Develop-
ment Corp.

Standard Elektrik Lorenz
AG (W. Germany)

Standard Electrica, sub-
sidiary of ITT (Spain)/
Shanghai Telecommuni-
cations Works

Signed contract for joint production of mi-
crowave marine radio equipment. $84.31
million. (J¥20 billion). 7/85.

Plans joint venture to build equipment for
an extension of China’s telephone network.
9/10/85.

Signed letter of intent to produce business
communication systems. $12 million,
9/12/85.

Textiles & Textile Plants & Equipment

Hymo Industrial Co. Ltd.
(lapan)/Nantong Handi-
crafts, Garments,
Headwear, and Footwear
Co. and CITIC

NA (HK)/Economic
Development Corp,,
Tianjin and Jinghai

Transworld Textile Co.
(US)/Urumgqi, Xinjiang

Established Nantong-Hymo Co. Ltd. to pro-
duce synthetic lining. 6/10/85.

Began operation of lining cloth mill, $2.7
million. (HK:40%-PRC:60%). 8/2/85.

Signed joint venture contract creating
Xinjiang Finetex Co. Ltd. to construct spin-
ning and weaving mill. $40 million.
(US:40%-PRC:60%). 8/23/85.
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Clobe Textile Corp. (US)/
Xinjiang Textile Industry
Co. and CNIEC

Sankei Co. and Scovill Ja-
pan Ltd. (Japan)/Chinatex
Garment Accessories Im-
port & Export Corp.

Tourism

Panda Tours/China Tour-
ism Audio-Visual Publica-
tion Company, National
Tourism Administration

Will begin construction on Xinjiang Long
Staple Fiber Cotton Textile Ltd. $40 million.
(US:40%-PRC:60%). 9/14/85.

Negotiating establishment of garment acces-
sories factory in Dalian, 9/21/85.

Formed China Media Services to represent
and distribute in the US audio-visual prod-
ucts produced by the China Tourism Audio-
Visual Publication Company. 7/30/85.

Transportation & Transportation Equipment

AMC (US)/Beijing Jeep
Corp.

Kokusai Trading (Japan)/
Xiamen Special Economic
Zone Construction
Development Corp.,
Xiamen Bicycle Factory
and Xiamen Light Indus-
trial Corp.

Peugeot (France)/
Huangpu

Chrysler (US) and
Samsung (South Korea)/
NA

Mesbla-Comercio
Internacional (Brazil)/An-
hui Shuzhou Diesel En-
gine Factory

Ford (US)/CAIC, No. 2
Automobile Factory,
Hubei

Heli-Air Inc. (US)/
Changping

Miscellaneous
Bill Stewart (US)/CITV

Panda Tours (US)/
Zhejiang Foreign Trade
Corp. and CITS,
Hangzhou Branch

Asia System Media, Inc,
(US)/Shanghai Publishers
Assoc., Shanghai Ad-
vertising Corp. and
Xinhua Bookstores

Corning Glass Works

(US)/Shanghai Special
Electronic Equipment
Factory of China and

China United Trading
Corp.

Dancer Fitzgerald Sample
(US)/China Central Tele-
vision

Dainippon Screen Mfg.

Co. Ltd. (Japan)/China
Printing Co.

Burson-Marsteller (US)/
China Media Develop-
ment Inc., a subsidiary of
Xinhua

Began assembly of Jeep Cherokees. 9/6/85.

Established Xiamen International Bicycle.
(50-50). 7/85.

ASSEM: Will build Peugeot 504 pickup
trucks and station wagons. 7/85.

Negotiating possible joint manufacture of
four-cylinder engines and minivans. 8/85.

Will ship Agrale two-ton truck kits and
transfer technology in return for a stake of
between 20 and 30 percent in the factory.
Dividends will be paid in the form of agri-
cultural produce which Mesbla will export
to the US. $900 million. 8/85.

Planning to produce light vehicles, 8/5/85.

Entered into a joint venture agreement to
provide helicopter service to the Great Wall
and Ming Tombs and air-taxi operations.
9/85.

Will coproduce a dramatic film, “The Ring,”
inspired by Wagner. $22 million. 6/17/85.

Will establish China Marketing Service for
procurement for bids and investment and
technology. (50-50). 8/5/85.

Will produce The Official Guide—American
Business & Industry— 1986, in Chinese.
8,/6/85.

Will provide equipment and services for use
in the production of specialty glass. (50-50).
8/6/85.

Formed China/USA Communications to
“tailor-make"” programming packages.
8/12/85.

Will establish a plate-making technology
center. 8/14/85.

Established China Global Public Relations to
provide a commercial public relations ser-
vice to corporations doing business with the
PRC. 9/2/85.
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Train brand ski gloves are made
from goatskin, artificial leather,

1 or nylon. They feature comfor-
BUS]HCSS table styling, a variety of designs,
SCC[IOH, and attractive colors and are

great at keeping out the cold.
Your designs and samples are
welcome

contact Sue
Partyke (202)

These comfortable sports gloves
are professionally made to inter-

national standards so are the
4 29'0340 kind of top quality that sports-
. men like and need. Competitive
TGICX. prices and prompt. punctual
delivery are guaranteed. And
64517 your specifications are welcome.
Telex now for information and

NCUSCTUW ask for our catalog.
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CLASSIFIED ADVERTISING

EXCELLENT ENGLISH-SPEAK-
ING China trade expert, age 29, for-
merly a trade official and research
fellow of MOFERT and consultant
with a foreign corp., now senior exec
with Sino—foreign joint leasing co., is
interested in employment with US
companies, in US or overseas. Please
write to Jimmy Hsu, Rm 225,
Qianmen Hotel, Beijing PRC.

YOUNG UNIVERSITY TEACHER
from China with special training in
trade and joint venture available.
Call Song 713/541-3225 for details.

WHARTON GRADUATE, CHINA
EXPERT. Mandarin fluency, China
travel, will locate in PRC. Age 23.
4044B Walnut St., Philadelphia, PA
19104,

AGRICULTURAL CREDIT SPE-
CIALIST—3": yrs Middle East in ad-
visory role, 6'2 yrs US Farm Credit
System lending and management.
Available immediately. 715/693-
2705.

EXPERIENCED CHINA TRADER,
China Univ BA, Canadian Univ MA,
fluent Mandarin and Cantonese,
seeks pos w/committed co. to market
technology and products to PRC. ¢ /o
Ken Luk, 185 Riverdale Ave. To-
ronto, Ont. M4K 1C4.

ADVERTISE IN CBR CLASSI-
FIEDS: $8.50 per line, four-line mini-
mum ($34). Count 36 characters per
line, including spaces and punctua-
tion. Copy must be typewritten and
received by the 15th of the month
preceding the issue (i.e., June 15 for
the July—August issue). Prepayment
required. Send to The China Business
Review, 1050 17th St, NW, Suite 350,
Washington, DC 20036. Publisher re-
serves right to reject or cancel ad-
vertising at any time.

@ Vﬁ ﬁ g) [;@ j Hﬁ] The official magazine of the Ministry

Intertrade is established to meet the
needs of business executives who are
venturing into the enormous China
market.

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

Intertrade’s Reader Services offer
ready channels for China traders
to establish specific contacts with
Chinese official organizations.

of the Foreign Economic Relations

and Trade (MOFERT), People’s
Republic of China.
Subscription Order Form
Annual Subscription Rates
Hong Kong — HK$200 OO
Asia — US$57.50 [
Elsewhere — US$60.50 []

Please enter my subscription to

Name,

FRNTTL aen

Organization

Address

for one year. 1

|

D | enclose payment |
{cheque made payable to |
Commedia Associates Ltd.) Card No. |

|

[ Charge my Credit Card (tick one} Valid Date I

|

O O [ — | [ |

VISA |

T LA Signature :

|

Position :

|

|

|

|

X Please mail to: Commedia Associates Ltd., P. O. Box 38251, Hing Fat Street, Hong Kong. I
L= |
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THE NATIONAL COUNCIL FOR US-CHINA TRADE

OFFICERS

Charrman: Davip C. SCoTT

Vice-Chairrmen: Harry Hovipay, JrR., CHARLES
E. Hucer, Rairn B PFEIFFER, R

Counsel: Benjamin P FISHBURNE 111

President: CHrisTOPHER H. PHILLIPS

BOARD OF DIRECTORS

Ropert O, ANDERSON, chairman, Atlantic
Richfield Company

Wirriam Ro ArTHUR, [ormer chairman, Merrill
Lynch International, Ine.
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Consultants, Inc.

I'HORNTON F. BRADSHAW, chairman, RCA
{ orporation

Wittiam H. Bricker, chairman of the board,
Dramond Shamrock Corporation

ALAN Fracks, chief executive otheer, Philipp
Brothers

PETER A, GrORrGESCU, president, Young &
Rubicam International

IHOMAS 1. GOSsAGE, group vice-president and
managing director, Monsanto International

Wittiam B, Granam, chairman, Baxter
Travenol Laboratonies, Inc.

Cravs Hate, president, Coca Cola
International

Co Eric Ho, semior vice president, commercial
AMAX Metals Group Alloy Division

US GOVERNMENT OFFICES IN CHINA

Harry HoLipay, Jr, chairman, Armeo, Inc

Amory HouGHTON, JR., chairman of the
executive committee, Corning Glass Works

CHaRrLES E. HuGEL, president, Combustion
Engineering, Inc.

WaLTER B KIssINGER, chairman, president,
and chief executive othcer, The Allen
t'.‘mulb, Ine.

M. Josern LAPENSKY, chairman of the board
vetired, Narthwest Airlines, Inc.

Joun ] Mugeny, chairman and chael

exccutive ofticer, Dresser Industries, Ine

Ropert W. Pace, charrman and chief
executive officer, l\".-'n'.'ngg Rust, Inc., The
Signal Companies

RatpH A, PFEIFFER, JR.. chairman and chief
executive othcer, IBM World Trade
Americas/Far East Corporation

Davip C. Scorr, chairman of the board, Allis
Chalmers Corp

Barry F. Surrivan, chairman of the board,
First National Bank of Chicago

WALTER STERLING SURREY, senior partner,
Surrey & Morse

Davin 5. Tarean, Jr., chairman and chief
executive officer, Fluor Corporation

Davin Tenorer, president, Tendler, Beretz
Associates, Lid.

WASHINGCTON STAFF
President: CHrisToPHER H. PHILLIPS
Executive Vice-President: RoGER W Suppivan

Administration: Susan I, BavucH
Business Advisory Services: RicHAarD E
GleLEsPie
China Business Review: Mapriys €. Ross
Comptroller: RicHARD L. PETERMAN
Development and Government Relations:
Jonn ] CALLEBAUT
Information Services: MARIANNA GRAHAM
Liaison and Language Services:
I-CHUAN CHEN
Library: JENNIFER LITTLE

Address

1050 17th Street, NW, Suite 350

Washington, DC 20036 USA

(202) 429-0340

Telex: 64517 NcuscTUw

Cable: USCHINTRAD WSH

BEIJING OFFICE

Director for China Operations: CHris BRows

Deputy Representatives: SEBASTIAN BONNER,
ANDREW NEss, Davip RICHTER

Advisor: LI WENDA

Assistant Advisor: Liu JINGMING

Suite 1136, Beijing Hotel

Telephone 507766, ext. 1136, 551361

Cable: USCHINTRAD

Telex: 22637 NCPEKCN

EMBASSY

Ambassador: WINSTON LORD

Deputy Chiel of Mission: HERBERT HOROWITZ

Agricultural Counselor: NorMaN R KALLEMEYN

Commercial Othcers: CATHERINE HOUGHTON,
NED QuisToRrFF, GEORGE LEE

Economic Counselor: KENT WIEDEMANN

3 Xiushui Ber Jie

Jianguomenwai, Beijing

Telephone: H2-3831

lelex: 22701 AMEMB CN

CHENGDU CONSULATE

Consul General: Witniam W, THOMAS

Deputy Principal Officer: Joun G. COOKE

Jimpang Hotel

180 Renmin Road

Chengdu, Sichuan

Telex: 6O128 ACGCH CN

GUANGZHOU CONSULATE

Consul General: WEVER Gim

Deputy Principal Otheer /Economic Section
Chief: HARLOW CARPENTER

Commercial Othceer: YING PRICE, BARRY
FRrRIEDMAN

Economic Ofhcer: Brian FAIRCHILD

Dongfang Hotel

Telephone: 69-900

Telex: 44439 GZDFH CN

SHANGHAI CONSULATE

Consul General: THOMAS STANLEY BROOKS

Deputy Principal Officer /Economic Section
Chiel: RicHARD BOUCHER

Commercial Ofhcer: [RA KASOFF

1469 Huathai Zhong Lu

Telephone: 379-880

lelex: 33383 uscG oN

PRC GOVERNMENT OFFICES IN THE US

SHENYANG CONSULATE

Consul General: James H. Harn
Economic Ofhcer: JoUN PARKER
Commercial Ofhcer: BARBARA SLAWECKI
Nao. 40, Lane 4, Section 5

Sanjing St, Heping District

Shenyang, Liaoning

Telephone: 290038

Telex: 80011 ames oN

HONG KONG CONSULATE

Consul General: BURTON LEVIN

Senior Commercial Officer: Paul, WaLTERS
Economic Section Chiel: RicHArRD MUELLER
26 Garden Rd.

Telephone: 5-239011

Telex: 63141 vspoC HX

EMBASSY

Ambuassador: Han Xu

Minister Counselor for Commercial Attars:
AN DoNG

2300 Connecticut Avenue, N.W.

Washington, DC 20008

Commercial: (202) 5328-2520 thru 2527

Visas: (202) 328-2517

Telex: 440038 pre ul

Commercial: 440673 proc v

CHICAGO CONSULATE GENERAL

Consul General: HUANG ZHIRONG

104 5. Michigan Avenue, Suite 1200

Chicago, 11 60603
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Admimstranon: (312) 346-0287

Visas and Consular Affairs: (312) 346-0288
HOUSTON CONSULATE GENERAL
Consul General: TANG XINGBO
Commercial Consul: Wu MINXIAN

3417 Montrose Blvd.

Housion, ITX 77006

Commercial: (713) 524-4064

Visas: (713) 524-4311

Telex: 762173 CHINCONSUL HOU

NEW YORK CONSULATE GENERAL
Consul General: Ji Lipe

Commercial Consul: MENG DEY1

520 12th Avenue

New York, NY 10036

Commercial: (212) 564-1139 & 2541
Visas: (212) 279-0885 & 1127
Telex: 429134 coony

SAN FRANCISCO CONSULATE GENERAL
Consul General: TANG SHUBEI

Commercial Consul: WANG BAOrONG

1450 Laguna Street

San Francisco, CA 94115

Commercial: (415) 563-4858

Visas: (415) 563-4857

Telex: 340515 CHIMISSION SFO
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China Projection Report

A comprehensive review and
realistic forecast of China’s
current economic trends
through 1990 and beyond.

What if China’s 1985 explosive
growth continues?

How big will China get?

Find answers to these and other questions in Rock Creek
Research's China Projection Report. Its detailed discussion,
statistics and graphs review China’s 1980-85 economic trends
and extend them into the future. RCR's comprehensive 11-sector
input-output model combines historical data through mid-1985
with expert opinion on annual prospects through 1990 and five-
year prospects through the year 2005. Sources, assumptions and
alternative scenarios are thoroughly discussed.

Here are only a few of the sectors and topics covered:

* Fuels and Fuel Balances ¢ GDP and NMP Aggregates

¢ Processed Foods * Gross Output

« Consumer Manufactures ¢ Heavy and Light Industry

¢ Producers’ Machinery « Commodity Exports and Imports
« Service Industries ¢ Investment

« Crop Value Yields * Urban and Rural Consumption

¢ Planted Area ¢ Grain and Grain Balances

¢ Current Account Balances  Non-grain Foods

* Foreign Debt * Industrial Crops

¢ Urban and Rural Populations

For the most up-to-date and authoritatively objective picture of
what China is likely to become in the near future as weII as mta .
the next century, the Rock Creek Researct A

Report provides the best comb;m i§pensable.
components: a focus gp facts &b gof epihions, consistent
W&&m n of prose, statistics, graphs and
fxec

Order your copy of the RCR China Projection Report today,

or send for more detailed information using the convenient
form below.

The Rock Creek Research Professionals

Albert Keidel, President and Research
Director, has personally traveled and
worked in China on twelve separate
occasions since 1979, most recently in
May and September, 1985. His
published articles on China include
“China’s Coal" in China's Economy in
A the 1980, Joint Economic Committee
Albert Keidel of Congress (forthcoming). After a B.A.

from Princeton, Dr. Keidel received his doctorate in Econ &
from Harvard Umversnty and was a post- %:;
with the Economics Facult &Tﬁ iof |t

three years WhartonE Chma his pro-

fessional,|Janguage’ abilitiesnclude Chlnese Japanese,
Kbrm Germarrand French.

“Rock Creek Research'’s staff of professional American economists

speak and read Mandarin Chinese fluently. Working under the
direction of Dr. Keidel, each has strong research and statistical
experience in one or more major sectors of China’s economy.

Dwight H. Perkins is Senior Economic Adviser to Rock Creek
Research. Dr. Perkins is Professor of Economics and Modern
Chinese Studies at Harvard University and Director of the
Harvard Institute for International Development.
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[C] YES | want to know more about the Rock Creek Research
China Projection Report, a comprehensive review and
realistic forecast of China's current economic trends.
Please send me sample page exhibits illustrating the
discussion, statistics and graphs projecting China's
economy to 1990 and beyond.

Fall 1985 US $175
Fall 1985 and Spring 1986 US $295

1

|

|

|

|

|

i [ YES |need toknow China's latest statistical time series—

e trends they form and what they mean. Please

the trends they f d what th Pl

I send me a sample copy of the Rock Creek Research

| China Macroeconomic Newsletter for my review

fi 1 year subscription (24 bi-weekly issues) US $185

i 2 year subscription (48 bi-weekly issues) US $345

| Overseas postage—add US $15.50 per year.

|

|

[(] YES |often use specialized research on China. Please tell
me more about Rock Creek Research’s ongoing
analysis, resources and unigquely qualified team of
experienced economists.

L-----------------_-_---—------------------—-—

Name

Title

Affiliation

Address

City State Zip

Phone

[ W | W ROCK CREEK RESEARCH
I Y 5507 24TH STREET, NW

7 SUITE 200

WASHINGTON, DC 20008
202/265-2265

TELEX RCA 284871 RCR UR

W
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When you need more
than just
the news.

& China’s new H-Year Plan—how will 1 alfect vrader
& Joint venture, coproduction, compensation trade—
which type of agreement works bestr

& After the contract is signed, what next?

The China Business Review goces bevond
the news to provide you with the answers
vou need. Sice 1974, The CBR has been
keeping executives on top of economic
developments in China. The
CBR offers pracucal advice
as well as a depth of back-
ground and detail you
won't find elsewhere.

More than just the news.

H My
in f.},,'"a

Yes! T would like to subscribe 1o
The China Business Revew.
My check m the amount of US §
is enclosed. (Prepayment in full is required.)
Annual Rates (6 1ssues):
O %90, US or Canada
0O $120, outside US and Canada (airmail)
0O $60. academic or public libraries in US or Canada

O %18, student or faculty (US or Canada only)—copy
ol current 1D or faculty letterhead is required.

Name

Organization

Address

Mail 1o: The China Business Review, P.O. Box 3000, Dept. W, Denville, NJ 07834

<‘> The China Business Review



