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SINO-US TRADE, JANUARY-JUNE, 1977

TOP TEN US EXPORTS TO CHINA
1976 and January—June 1977

Value of Exports Value of Exports
Category 1976 Jan—June 1977

Special purpose non-military vehicles, Nec*, new $ 3,066,174 $28,847,904
Polyester staple, not carded or combed or not otherwise

prepared for spinning 7,482,673 9,248,024
Paris and accessories, Nec, for automobile, truck and

bus engines for replacement 1,330,277 2,312,266
Parts and accessories, Nec, for instruments except indus-

trial processes, Nec, electrical, electronic, mechanical,

and pneumatic 134,657 2,126,030
Urea, fertilizer material e 1,795,734
Digital electronic computers, main frame and central mem-

ory, including industrial process computers 265,345 1,683,709
Other coal tar and cyclic chemical intermediaries except

acids, Nec 661,532 1,564,063
Catalysts, compound, except nickel 2,489,747 1,493,035
Wood pulp, sulphite, bleached, softwood, other than dis-

solving grade 1,302,057 1,294,211
Valves, nonautomatic, taps, cocks, and similar fittings,

Nec, and parts Nec of iron or steel 2,315,073 1,050,471
TOTAL $135,388,147 $62,129,867

* Nec: Not elsewhere classified

TOP TEN US IMPORTS FROM CHINA
1976 and January—June 1977

Value of Imports Value of Imports
Category Total 1976 Jan—June 1977
Feathers not meeting federal standards $ 11,033,009 $ 7,739,656
Bristles crude or processed in any way for use in brushes
or other articles 8,063,715 5,679,387
Fireworks 6,565,282 5,281,109
Antiques, other than furniture and silverware 9,436,559 3,989,215
Downs not meeting federal standards 3,042,867 3,314,966
Floor covering pile, hand inserted, valued over 66.67¢ per
square foot 3,694,747 3,145,208
Print cloth shirting, Nec*, white cotton, not fancy or fig-
ured, not bleached or colored 13,591,278 3,021,612
Bamboo baskets and bags, lined or unlined 4,245,626 2,764,726
Tin unwrought, other than alloys of tin 13,195,279 2,664,241
Tea, crude or prepared 2,874,177 2,639,647
TOTAL $201,916,921 $101,377,160

* Nec: Not elsewhere classified




Volume 4—Number 5—September-October 1977

EDITOR: N. H. LUDLOW -

"T'he Chma

Busmess Review

ASSISTANT EDITOR: S. R. GREEN - EDITORIAL ASSISTANT: H. JACKSON

OFFICERS

Chairman
William A. Hewitt

Vice Chairmen
John C. Brizendine
Joseph T. Kenneally
David Rockefeller

Secretary Treasurer
Gabriel Hauge

Counsel
Walter Sterling Surrey

President
Christopher H. Phillips

WASHINGTON STAFF

Vice President
Stanley Young

Director, Publications and Research
Nicholas H. Ludiow

Director, Business Advisory Services
Eric T. Kalkhurst

Director, Translation Services
May Li Phipps

Director, Importer Services
Suzanne R. Reynolds

Publications Associates
Stephanie R. Green
Howell Jackson

Translator
Roy Tsung

Library/Research Assistant
Edith B. Terry

Accounts
Richard L. Peterman

Office Manager
Pat Caperones

Executive and Publications Staff

Sally Aldridge, Amy M. Burns, Juliet
R. Carr, Beatrice Man-Yuen Lam, Jill

Perrott, Suzanne Shapiro
Office Assistant
Rodger M. Robinson

HONG KONG
John T. Kamm

© The National Council for US-China Trade
1977. All rights reserved. Reproduction in
whole or in part without permission is pro-
hibited. Articles in the Review do not reflect

Council policy, unless indicated.

Design Louise Levine

TABLE OF CONTENTS

Top Ten US Imports and Exports in First Half of 1977 . . .Inside Front Cover

China Trade Events . ... . .. . . e 2
INDUSTRIAL PLANNING IN THE PRC,
by: Dwight H. (FEIKINS &« « ¢ v comimon o 5 % o 5 o a4 « & w awmsmm s %5 o 3-11
Cooperation Arrangements in China's Future . ............... 4
Pragmatism in Planning and Development of
Technology .. ... . 8-9
Importing Technology .......... .. .. . ... . .. .. 11
China: Selected Economic Indicators .. ......... ... ... ... ...... 12
China Checklist: Preparing for the Canton Fair .................. 13-16

Council Activities: Chairman Wang Yao-ting Leads CCPIT Delegation
to US, Alexander Eckstein Memorial Fund, Welcome New
Commercial Counsellor Peng Chin-po, National Council
Mining Delegation Sees China's Modern Mining Methods,
Pharmaceuticals and Medical Devices Committee is
Launched, Stanley Young is New National Council Vice

ProSitBnt  : swmemiz = o 2 ¢ & sipavsrs 2 2 0 5 6 Gousian 5 % % ¥ Sanman % 5 5 9 ¢ 3 17-21

Sectoral Report: CHINA'S ELECTRIC POWER INDUSTRY,
by William W. Clarke . ...... .. . ... .. .. 22-37
Electric Power Generating Capacity ........................ 24

Electric Power Generation Plant and Equipment

Purchased by CRhInE: « « v ¢ o vovis v w w5 v ismmsn 5 % 0 0 5 aves s 5 6 a s 25
Electric Power Generating Capacity by Province .. ............ 26
Milestones in Chinese Electric Power Development ... ....... 27
Electric Power System of the PRC .......... ... ... ....... 30-31
Major Chinese Hydroelectric Systems ...................... 33
Generation of Electric Powerinthe PRC . ................... 33
Major Electric Power Generating Plants in the PRC .......... 34
Electric Power Equipment Manufacturing Plants . ......... .. .. 35
Projected Generating Capacity for the PRC .. ............... 37
EXPORTER!'S NOTES 53 svopensns v damens s i 585 igen s 5 5§ £ bun 38-41
IMPORTERSINOTES ..o« « s o o s covimnn o s m o ssmmioie 556 % 8 5 sisifors & = 5 5 o s 42-43
SHIPPING NOTES . ... .. 44-45
ECONOMIC NOTES . ... e e e 46-49
RMB: Dollar Rates . . s s v s v smomm 5 5 ¢ 9 5 svawmnen o 5 o o s 5 v o 0 @ s 48
INTERNATIONAL NOTES . ....... ... ... ......... 50-Inside Back Cover
New Chinese Clearinghouse for Foreign Products ............ 60

Front Cover: "'Gan Bei!"" Wang Yao-ting, Chairman of the China Council for the Promotion
of International Trade (CCPIT), and William Hewitt, Chairman of the National Council Board
of Directors, share a toast at a National Council banquet held in honor of the CCPIT dele-
gation Mr. Wang led to the United States this September. For details, see Council Activities
on page 17.

The CHINA BUSINESS REVIEW is published bimonthly by the National Council for US-China Trade, 1050 17th Street, N.W., Suite 350, Washington, D.C.
20036 USA. The National Council is a non-profit organization incorporated under the !aws of the District of Columbia. The CHINA BUSINESS REVIEW is
published principally for members of the National Council. Application to mail at controlled circulation rates is pending at Washington, D.C. The magazine is
available for subscription in the US and Canada at $60 per year; elsewhere at $75 a year including airmail postage.

The National Council for United States-China Trade is grateful to His Excellency Huang Chen, Chief of the Liaison Office of The People's Republic of China
in Washington, for the calligraphy on the front cover of the China Business Review.

(Formerly U.S.-China Business Review)




China
"Irade

Events

RACINE, WISCONSIN, September 16-17

A\ conference on “Chinese and Americans: Mutual Per-
ceptions” was sponsored by the China Council of The Asia
Society at the Wingspread Conference Center in Racine.
For details, contact Robert Oxnam of the China Council
(212) 751-4210.

GENOA, ITALY, September 21, 1977

The Instituto Italo Cinese sponsored a symposium on
“The Commercial Exchange between Europe and China
with Special Emphasis on Marine Communication and Port
Equipment.”

NEW YORK, September 29-30

The Chase World Information Corporation held a two-
day executive forum on developing US-China commerce.
David Rockefeller, Chase Manhattan Chairman of the
Board and NCUSCT Board member, addressed the group
on “Prospects for Chinese Participation in Western Mone-
tary and Capital Markets.” For details, contact Alice Haem-
merli (212) 552-3238.

NEW YORK, September 30

The National Council for US-China Trade held a Canton
Fair briefing with the Importers’ Steering Committee. The
briefing was to introduce new fairgoers to the practices of
the semi-annual Canton Fair. For details, contact Carol Fox.

KWANGCHOW, CHINA, October 15-November 15

The Chinese Export Commodities Fair will be held. The
National Council's office will be manned by Vice President
Stanley Young, Director of Translations May Li Phipps,
and Hong Kong Representative John Kamm.

UNITED STATES, October 22-November 12

The National Council for US-China Trade will host the
first visit by the China National Export Commodities
Packaging Corporation to this country. For details, contact
Howell Jackson (202) 331-0290.

MILWAUKEE, November 16

Christopher H. Phillips, President of the National Coun-
cil for US-China Trade, will address the Construction
Industry Manufacturers Association’s annual meeting. For
details, contact George O. Headrick (414) 272-09435.

NORFOLK, VIRGINIA, November 19

A conference on “China Today: Past, Present, and Future
Perspectives on Sino-American Relations” is scheduled to
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be held at Old Dominion University in Norfolk, under the
sponsorship of Old Dominion and the China Council of
The Asia Society. For details, contact Old Dominion History
Professor Thomas W. Burkman (804) 489-6557.

CHINA, November 20-December 7

The National Council for US-China Trade’s Petroleum
Industry Committee's first delegation will travel to China.
For details, contact Stephanie Green (202) 331-0290.

MONTREAL, December 1-2

McGill University’s Centre for East Asian Studies and
the Faculty of Management will sponsor a two-day seminar
on “The Chinese Economy and Sino-Canadian Trade.”
For details, call Erica Hickman at (514) 392-4582.

LONG ISLAND, NEW YORK, December 14-15

The China Council of The Asia Society has planned a
conference on “Women in China,” to be held at Long
Island's Hofstra University. For details, contact Hofstra
Professor John Rawlinson (516) 560-3229.

WASHINGTON, DC, Spring 1978

A Conference on Technology Transfer and Licensing to
the PRC will be held by the National Council.

YOUR MEN IN PEKING

The US Liaison Office staff in Peking will be happy
to assist you; please feel free to call them when you
are in China’s capital.

Commercial William W. Thomas, Jr. (Chief)
Officers: Phil Lincoln

Richard Mueller

Steve Harner
Agricultural Koy L. Neeley

Representative:  (FAS/USDA)

Telephone: 522083 Ext. 215 or 216
Address: 17 Guanghua Road

Peking
Cables: United States Liaison Office

Peking

YOUR MAN IN HONG KONG

John Kamm, National Council for US-China Trade
Representative in Hong Kong.

8-14, Connaught Road West
Ka On Building
10th Floor, Flat C
Hong Kong
Telephone: 5-444682

Cable: USCHINTRA HK

THE CHINA BUSINESS REVIEW



{
Member of National Council packaging delegation stands in front of production planning chart at Ma Ling Food Factory,
Shanghai, June, 1977.

INDUSTRIAL PLANNING IN THE PRC

Dwight H. Perkins

China is embarked on a “Grand Plan” to modern-
ize completely by the year 2000 AD, and to overtake the
US in fifty or sixty years’ time. Never before has the
PRC appeared so pragmatic in ils desive to develop
its industry and create an efficient economic system.
But how is China’s indusirial planning carried out,
how does it work in practice, and what adaptations
are likely in the future? Is there too much flexibility
and decentralization? And how does foreign trade fit
into the framework? In this article Professor Perkins
explains how China plans and the problems involved.

Dwight Perkins, Professor of Economics al Harvard
University, specializes in the economy of the PRC.
His books include Market Control and Planning in
Communist China (71967), Agricultural Development
in China (1969) and more recently China’s Modern
Economy in Historical Perspective (ed. 1975). Profes-
sor Perkins led a recent delegation to China to study
rural small-scale industry and is editor of that delega-
tion’s report, recently published by the University of
California Press.

SEPTEMBER-OCTOBER 1977

China’s Fifth Five-Year Plan (1976-1980) is experi-
encing much the same uncertainty that plagued three
of its four predecessors. In principle, five-year plans
are supposed to set basic priorities for the years ahead,
to decide which industries will get the lion’s share of
new investment. In practice these priorities can be
set on a firm foundation only if there is some degree
of political consensus at the top. In 1976 with the
death of Chou followed by the second removal from
office of Teng, the death of Mao, and the purge of the
“gang of four,” consensus was the last word one would
have used to describe the political situation in China.
Compounding the effects of political disunity on the
economy were the Tangshan earthquake and bad
weather that resulted in a mediocre harvest.

Plan Priorities

As a result of these various disruptions, in the first
half of 1977 the debate over economic priorities, in
theory settled with the formulation of the five-year
plan, was still very much on. Much of the emphasis
was on overcoming specific bottlenecks that had ap-
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peared in the previous year or earlier. Special atten-
tion has been given to coal, the sector most hurt by
the earthquake; transport, the sector most disrupted
by political conflicts of both 1976 and the Cultural
Revolution; and iron and steel, whose output stag-
nated or even fell while imports of steel remained
high.

The debate over priorities, however, is not con-
fined to specific industrial sectors. More fundamental
issues are at stake. Mao's 1956 speech on the “Ten

COOPERATION ARRANGEMENTS MAY
FIGURE IN CHINA’'S FUTURE

Teng Hsiao-ping's ldeas

Do the return of Vice Premier Teng Hsiao-ping
and China’s recent interest in the Yugoslavian eco-
nomic system indicate that the PRC may be taking
an economic posture similar to that in Eastern
Europe? Will China go for cooperation arrangements
involving buy-back compensation, with technology
paid for by product? From the explicit remarks of
Teng Hsiao-ping made in September, 1975, and re-
cently quoted in a Hong Kong publication, this
certainly seems possible. The EEC is already trving to
come to a general agreement on buy-back with the
PRC.

® In order to accelerate the exploitation of our coal
and petroleum, it is possible that on the condition
of equality and mutual benefit and in accordance
with accepted practices of international trade such as
deferred payment and installment payment, we may
sign long-term contracts with foreign countries and
fix several production points, whereby they will sup-
ply complete sets of modern equipment required by
us and then we will pay for them with the coal and
oil we produce.

® Let's export something and obtain in return some
high, precise and top-notch things to accelerate the
technical transformation of industry and raise labor
productivity. As I have heard, with our geological
prospecting techniques, we can only find poor mines.
The foreigners using comprehensive techniques can
find rich deposits. Why shouldn’t we import such
equipment?

® We may consider importing foreign technical
equipment for coal mining. We may sign long-term
contracts with them and pay them in coal. This does
not mean external borrowing . . . There are several
advantages in doing this. First, we can export;
second, we may give an impetus to the technical
transformation of the coal industry; and third, we
may accommodate labor power. The efficiency of
coal mining is too low. (Some people say each person
extracts 0.8 ton per day.) In the past, it has been
one ton, and 0.8 ton is too low.

Source: ''Investigations inte the 'Gang of Four' Affair" by Chai
Hsin (in Chinese), Hong Kong, The Seventies, 1977. Quoted in
SPRCM No. 926 (5/23/77).

Great Relationships” has been published in numerous
Chinese papers and journals and has been made the
basis of nationwide study. Although one purpose of
publication of this major talk is simply to show that
Mao, too, was interested in carefully planned eco-
nomic growth, the speech has also been used to sup-
port more specific issues. Particular emphasis has been
given to those passages that point out that a strong
national defense depends fundamentally on a strong
national economy and that sometimes, as in the
1950°s, a shift in funds away from the military to
economic construction may enhance military strength
over the long run. The importance of not neglecting
agriculture and light industry even though heavy
industry will continue to receive a larger share of
investment has also received emphasis.

Plan Targets

The continuing debate over priorities is only one
part of the planning process. Even when basic goals
remain undetermined, individual enterprises must
continue to receive annual (and shorter term) targets
from the State Planning Commission and from Plan-
ning Commission of the provinces and lower levels.
Without such targets there would be chaos as there
was during the Great Leap Forward. In any economy
there must be coordination of inputs with outputs,
and that coordination can be handled either by a
market determining prices as guides to profit-oriented
enterprises or by central planners telling firms what
to produce in specific, usually physical, terms. China,
having rejected a role for the market except to some
degree for agriculture, must therefore rely on plan-
ning in physical terms to achieve the necessary coor-
dination.

The basic plans, both five-year and annual, are drawn
up in three stages. Initially, the State Planning Com-
mission draws up a tentative plan that includes only
key targets for major products or items. These targets
are then passed down through the planning organiza-
tions at each level of government and finally to the
enterprise itself. At each level the outline plan is
thoroughly discussed, and changes are suggested and
detail added to bring the plan in closer conformity
with reality.

These suggestions are then passed back up through
the various levels to the center, which reconciles the
many requests in order to achieve a balance. In a
sense there is also a fourth stage to this process when
the approved plans are sent back down through the
various levels to the enterprise for a general discus-
sion of how best to implement the new targets; but
the targets themselves are usually not changed at this
stage.

The planning of foreign trade takes place within
this same general framework. The State Planning
Commission, together with the Ministry of Foreign
Trade, draws up an initial set of targets for the export

THE CHINA BUSINESS REVIEW



and import of major commodities; and these are
passed through the provincial Foreign Trade Bureaus
and the central offices of the Foreign Trade Corpora-
tions to the provincial Foreign Trade Corporations.
These provincial corporations then discuss the targets
with the enterprises which will be responsible for ful-
filling them and send suggestions for revision back up
the ladder for final decision.

Different Targets

The specific targets drawn up for each enterprise
producing for either a domestic or a foreign con-
sumer have varied over time and between industries.
In form the system was adopted with minor modifica-
tions from that in use in the Soviet Union following
liberation in 1949, but the Chinese early on began to
introduce more flexibility into their planning than
was the case in the USSR,

In the early 1950's each enterprise received twelve
different kinds of targets that it was “required” to
meet or exceed. In 1957 the number of compulsory
plan targets was reduced from twelve to four (output
of major products, total number of workers and em-
ployees, total wage bill, and profits). Following the
turmoil of the 1958-1960 period, regulations approxi-
mating those of 1957 were reintroduced, but with
even greater flexibility. Not only did the number of
compulsory targets remain small, but the targets that
had to be obeyed actually varied from industry to
industry. For some enterprises, for example, gross
value of output was the key target, whereas for other
enterprises gross value of output does not appear to
have been a compulsory target at all.

Perhaps the most controversial target throughout
the past two and a half decades has been profits,
which has regularly found itself at the center of ideo-
logical controversy. In 1957, for example, a number
of measures were introduced for the purpose of in-
creasing the attention paid by plant managers to the
profits target. In no sense did these regulations turn
Chinese managers into profit maximizers, since firms
still had to meet their output targets whether or not
meeting these targets raised profits, and prices were
set by the state, not the enterprise.

In the early 1960’s there was even talk of making
the profits target the principal enterprise goal. The
major advocates of this policy, however, notably Sun
Yeh-fang, then head of the Economics Institute of the
Chinese Academy of Sciences, were purged for this
advocacy during the Cultural Revolution. The profits
target itself did not disappear either during the Cul-
tural Revolution or in the early 1970's; but much less
was heard of it, and factory personnel preferred to
talk about something else when they were visited by
foreigners.

By June of 1977, however, the debate had come
full circle once again, and the Chinese press began
criticizing those who had said that “anyone who spoke

SEPTEMBER-OCTOBER 1977
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Perhaps the most controversial plan
target throughout the past two and a
half decades has been profits, which
has regularly found itself at the center
of ideological controversy: Managers
are in no sense profit maximaizers.

IR ARG B s G T T A O AT e

of accumulating funds for socialism was (guilty) of
putting profits in command; anyone who touched on
economic accounting was (guilty) of replacing politics
with accounting.” (Peking, Foreign Broadcasts Infor-
mation Service, June 3, 1977, p. E1.)

Drawing up annual and five-year plans is one
thing: getting managers and workers to comply with
them is another. Some regulations, to be sure, can be
enforced by passing a law, provided that the law can
be easily enforced. The wages of factory workers are
all set in accordance with an eight-grade scale. The
state determines the scale as well as when it is per-
missible to make promotions. Since there have been
few changes in the scale during the past twenty years
and promotions on the basis of the existing scale have
been infrequent, checking on factory compliance with

China’s children: Planning decisions made now will affect
the next generation.




Worker leans against anti-‘gang of four’ wall poster encouraging increased production.

the wage regulations is comparatively simple.

But the same cannot be said about compliance with
plan targets in general. These targets must retain a
degree of flexibility if they are not to become strait-
jackets for the enterprise. Flexibility in turn provides
the enterprise with the opportunity to cheat unless
there are incentives not to do so. Cheating is difficult
to detect because it is difficult for a planner to deter-
mine whether an action that deviates from the plan
represents a deliberate attempt to circumvent the
plan or is instead a sincere effort by the enterprise
to attain overall compliance with a plan that is in
certain respects unrealistic. In practice, if an enter-
prise meets its key targets, particularly the output
targets, it is forgiven noncompliance with lesser
regulations or targets.

Motivating Managers

Motivating managers to work effectively within this
kind of a system has received much attention from
China’s leadership. The Soviet Union makes exten-
sive use of managerial bonuses for exceeding plan
targets, and China has also employed such bonuses.
But managerial bonuses have been frowned on by
Peking because of the excessive role they are perceived
to give to material incentives. Most bonuses, as a
result, have either gone to factory workers or, during
such periods as the Cultural Revolution, appear to
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have been abolished altogether. Instead of bonuses,
the leadership attempts to insure plan compliance
have put greater emphasis on selecting factory leaders
of proven loyalty.

In practice this has meant placing senior Commu-
nist Party cadres, many of whom joined the Party
during the guerilla war period, in key positions within
the enterprise. In fact, the more economic decision
making is decentralized, the greater is the tendency
to increase the authority of the enterprise’s Commu-
nist Party members. In recent years it is Revolution-
ary Committees that have been running factories, but
as the Party has been rebuilt following the Cultural
Revolution, it is the Party members within those
committees who have been playing the key roles.

More than loyalty is required to insure plan com-
pliance, however. Backing up the plan targets are a
variety of additional measures designed to constrain
managerial actions. To begin with, investment in new
plant capacity is clearly separated from production
with existing capacity. Except for “below norm” proj-
ects, those costing less than 3 to 10 million yuan
(about $1.5 to 5 million) depending on the industry,
all other investment in new plant capacity is usually
undertaken by separate construction firms and not
turned over to the operating management until after
construction is completed.

Enterprises are also deprived of most net revenue

THE CHINA BUSINESS REVIEW



that they receive. Because taxation in China is mainly
in the form of a markup over cost in the price of
industrial products, enterprise before-tax profits are
often quite high (in the 1950’s they averaged about
30 percent of sales revenue). Part of these hefore-
tax profits is removed {rom the enterprise by the
Chinese equivalent of the Soviet turnover tax, a fixed
percentage of cost or price much like US sales taxes.

Profits over and above this amount are also taxed
away except for a small percent (10 percent of total
profits in 1958, less in carlier years) that the enter-
prise is allowed to retain for its own purposes. Plant
expansion is financed not out of these retained earn-
ings but from direct allocations from the state budget.

Even the money retained by the enterprises is not
theirs to spend freely. All firms are required to deposit
the cash they receive in the People’s Bank, and it is
the job of the bank to make sure that all withdrawals
from those deposits are consistent with the purposes
of the plan. The bank also receives savings deposits
from individuals or organizational units, but its main
function is to police the plan.

Finally and perhaps most important, even if an
enterprise manages to accumulate a little excess cash,
there are severe limits to that enterprise’s ability to
spend the money. Key inputs—from major pieces of
machinery to essential raw materials—simply are not
available on the market. They are allocated instead
by the state directly and in accordance with the
amounts recorded in the plan as being necessary for
the firm to meet its main targets. It is not known
how many commodities are allocated in this manner
at the present time, but in 1957 some 729 items were
being handled, in part at least, in this way.

Flexibility and Decentralization

In broad outline, as already suggested, this system
of planning and control is very similar to that found
in the Soviet Union and Eastern Europe and was, in
fact, directly copied from the USSR in the 1950’s with
the aid of thousands of Soviet advisors and techni-
cians. The Soviet system is highly centralized and
quite rigid; most important economic decisions are
made in Moscow.

In China in the mid-1950’s most important eco-
nomic decisions were being made in Peking, but the
results were far from satisfactory. Even at that time
there were over 100,000 enterprises in China, and
wide varieties of conditions prevailed even within
single industries. There was no way that Peking could
keep careful track of what was going on in each of
these enterprises, owing particularly to the rudimen-
tary level at which accounts were being kept.

Some method had to be devised to widen the scope
for local initiative. Certain specific measures, such as
the reduction in the number of compulsory targets,
have already been mentioned. The key efforts to
bring decision-making closer to the operational level,
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however, followed two routes, one considerably more
successful than the other.

One method of decentralizing authority involved a
frontal attack on the various central regulations that
hamstrung enterprise managers or Party Committees.
The regulations that most often came under attack
were those in the financial sphere. A common theme
throughout the 1950’s was the struggle between those
who were attempting to institute thoroughgoing finan-
cial and banking controls over enterprises and those
who felt that such controls stifled the “initiative of
the masses.”

Although the latter group was responding to a real
problem, the overcentralization of Soviet-type plan-
ning, their criticisms of the system had a Luddite
quality. In 1958 and 1959, when those who opposed
tight financial controls temporarily won the field, the
result was not an alternative system of decentralized
controls, but no controls at all.

The predictable effects, as pointed out earlier, were
chaos and a reinstitution of systematic financial ac-
counting and control in the early 1960’s. But the
debate has continued. Whenever “radical” political
power has waxed as during the Cultural Revolution
or during various periods of the 1970's, bank and
other financial regulations, together with systematic
planning in general, have come under attack.

Increased Local Authority

The more successful route to decentralized plan-
ning involved an increase in the authority of planners
at the provincial, district, and county level. Chinese
decentralization of the economy has differed consid-
erably from that which has taken place in Eastern
Furope and to a lesser degree in the Soviet Union.

In Eastern Europe the major problem has been to
design a system that could meet the increasingly
sophisticated and rapidly changing needs of Eastern
Furope's own consumers and those of Western
Europe, their principal export market. To make fac-
tories more responsive, sales targets have been sub-
stituted for output targets (under the latter, one re-
ceived credit even if the output sat for months in a
warehouse because of lack of demand). In general,

RSP SE A ~A ACTAPTE, B 1T AESL T  R LTT O

Today, the plan most relevant to en-
terprises is not the one drawn up in
Peking but the one compiled by their
own province or county level plan-
ners, who create the local plans that
directly govern enterprise actions.

T T Y SO TR Y M RERTIAT T R g e
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Teng Hsiao-ping’s Principles of Managemeni

«

‘... Industrial management agencies in many locali-
ties are not sound. They have an inadequate staff who
are incapable of coping with the situation following
decentralization. Many things are left unattended, the
work of production supervision has not been grasped
tightly, and the development of production has been
adversely affected.”

Teng Hsiao-ping, officially reinstated to his posts
by the Chinese in July, is China’s leading proponent
of pragmatic industrial planning. The following re-
marks, made in September, 1975, and recently published
in a Hong Kong Chinese language journal, The Seven-
ties, includes Teng's “18 Points” and other sayings di-
rectly or indirectly attributed to Teng. Interestingly,
while China is keen about learning from the experience
of other countries and gains much knowledge from
foreign companies by various means, Teng Hsiao-ping
emphasizes that new Chinese technology, “new inven-
tions and new creations must be kept secret and there
must be a system for this.” Teng's major recommenda-
tions concern production management and control, the
importance of science as a catalyst to industrial devel-
opment, and planning for the well-being of labor.

Production Management and Control

e All enterprises must . establish and
strengthen the following principal production
management systems: (I) the system of responsi-
bility at each post (or personal responsibility); (2)
the system of checking attendance; (3) technical op-
erating procedures; (4) the system of quality inspec-
tion; (5) the system of equipment control and main-
tenance; (6) the system of production safety; (7) the
system of economic accounting, and so on.

® The system of responsibility is the core of an
enterprise’s rules and regulations. Without a strict
system of responsibility, production can only proceed in
a chaotic manner . . . Since 1970, the industrial man-
agement structure has been transformed, an over-
whelming majority of enterprises have been turned
over to the local authorities . . . Enterprises that should
be turned over to local authorities must be turned over.

® Production control and rules and regulations
are needed at all times . . . All enterprises must . . .
set up an effective and independent production man-
agement command system . All enterprises must
grasp the following principal economic and technical
targets: (1) output target; (2) variety target; (3) quality
target; (4) consumption target for raw materials, other
materials, fuels and power; (5) labor productivity
target; (6) cost target; (7) profit target; (8) target of
ratio of working capital, and so on and so forth.

* We must give top priority to quality, variety and
specifications. Products which are below the quality
standard should not be allowed to leave the plant.
Commodity departments and commercial departments

PRAGMATISM IN CHINA’S PLANNING

have the right to refuse to purchase things that cannot
be used. Where defective products have left the plant,
the enterprise concerned must guarantee repair, re-
placements, and compensation,

e Attaching first priority to quality is a major
policy, and this includes variety, specifications and
quality. Good quality can mean a great difference in
the practice of economy, and can also help open up
more export outlets.

e An effort must be made to reduce the consump-
tion quotas of raw materials, fuels, and power.
Leakages must be eliminated. Inventories must be
drawn in order to reduce stockpiling and reduce losses
through wear and tear.

* Labor organization must be improved, a good job
must be done of the work of fixing personnel and set-
ting labor quotas.

e . . . Many specialized agencies have not been
replenished with new forces for many years, with
the average age of the members approaching 40. The
urgent need now is to systematically reinforce and
strengthen the professional contingent with a number
of people to be selected from among graduates of engi-
neering colleges and technical institutes who have been
sent down to labor for many years and from among
activists with definite scientific and cultural knowledge.

®* We must be practical, guard against empty
talks, reduce the number of conferences, hold
short conferences, and make short speeches. We
must not hold discussions without reaching resolutions
and putting them into effect.

Industrial Planning

® From now on, the growth of industrial produc-
tion should depend primarily on developing the
role of existing enterprises, not on building new
enterprises. This will prove more economical than
investing in new construction projects, and yield fast
and handsome returns . . . It is necessary to break the
boundaries between industries and between regions . . .
e We must resolutely eliminate the “three wastes,”
protect the environment, and protect the physical
health of the workers. Unless proper arrangements are
made for the disposal of the “three wastes,” permission
will not be granted for the construction of new projects.
In old cities and existing enterprises, the problem of
pollution must be solved according to plan.

e Cities must lead the countryside forward. Every
industrial city must, in the light of its own strength,
lead one to several counties forward, helping them
develop agriculture, forestry, animal husbandry, side-
line occupations and fisheries. . .

e Planning and statistical agencies at various
levels must be reinforced and streamlined. P'lan-
ning and statistical work must be strengthened, and
statistics must reflect the actual conditions. Failure to
report or falsification of reports must be opposed . . .
e Efforts must be made to improve the supply of
subsidiary foodstuffs in cities and industrial and
mining enterprises.
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AND DEVELOPMENT OF TECHNOLOGY

Technology and Scientific Research

e . . . Without modern science and technology,
there also can hardly be modernization of in-
dustry, agriculture, and national defense. . . . In
grasping production, we must grasp scientific experi-
ment and new technology. We must have not only
output targets but also technical and cconomic
targets . . .

e New technology, new inventions and new crea-
tions must be kept secret and there must be a
system for this.

¢ The more industry develops, the greater should
be the number of scientific research personnel in
the enterprises, and their proportion of the work force
should grow more and more . . .

e One of the important reasons why many of our
production techniques have not proved effective is
lack of theoretical research and fundamental work.
Today in our science and technology we have
still imitated more and created less. If we are to
catch up with and surpass the advanced levels of the
world, “have what other countries do not have,” and
develop our own creations, we must also step up
theoretical research . . . There are also some types of
theoretical research whose application we still do not
see at the moment but which are vitally significant to
knowing nature and developing science . . . These
types of theoretical research must not be neglected.

e . .. How can a country afford not to put scien-
tific research in the fore? At the Tachai conlerence
we said agriculture acted as a drag to industry, and
scientific research a drag to both. One must attach first
importance to applied science, and applied science also
has theory.

® |t is also necessary to gradually build a number
of now specialized scientific research agencies . ..
There is still a considerable gap between the level of
our science and technology and the advanced level of
the world In doing scientific and technological
work, we must pay attention to investigating and
studying the international trends of scientific and tech-
nological development . . .

® The debate between different opinions on the
academic questions of natural science is a good
and not a bad thing. Such right and wrong must be
settled by means of academic discussion and through
scientific practice. We must not jump to conclusions
by means of administrative order, nor must we support
one faction and suppress another. Still less must we
judge an academic issue on the basis of whether it is
supported by the majority or by the minority, by the
voung or by the old, and on the basis of the political
behavior of its proponent or opponent. We must not
dismiss as bourgeois or revisionist the academic view-
points of scientists in capitalist and revisionist coun-
tries . . .

e We must improve and strengthen scientific and

technological activities abroad, conduct friendly
activities in international scientific circles, and strive to

use all kinds of opportunities to do more things aca-
demically while reducing or stopping sightseeing activ-
ities of a general nature . . .

e What kind of intelligence can you gather if you
don’t know foreign languages?

® Why should people who have no professional
knowledge, are not zealous, and are factionalist
be retained? Why should those who have a high level
and knowledge among scientific researchers not be pro-
moted to institute directors? People in their forties have
engaged in scientific research for more than ten years,
and we rely principally on people in their forties in
doing our work now . . .

® Logistics are very important. We must create the
conditions for research work. Unless people are
loyal to their work, they cannot properly look after
the data, supplies, equipment and machines. . . . With-
out logistics, scientific research cannot be conducted
successfully. You can’t ask scientific researchers to move
here and there all day long . . .

e There is a Preliminary Conception of the Out-
line of the Ten-year Plan for Science and Tech-
nology (details not given).

Labor, Wages, and Welfare

® Discipline is a guarantee for the execution of
the line.

e We must gradually raise the wages of workers
receiving low wages and reduce the gap between
high and low wages. We must enforce the system of
regular promotions. Every year or every two years we
should raise the wages of a number of workers.

* We must give personal allowances to those who
work under bad working conditions and whose labor
intensity is great,

e We must actively improve the operation of social
collective welfare undertakings such as mess halls.
nurseries, and medical and health services. We must
organize well spare-time educational and cultural, rec-
reational and sports activities, We must make a suc-
cess of birth control.

e We must solve step by step the problem of hus-
band and wife working in separate places for a long
time.

e We must make a success of labor protection,
improve the working conditions, and insure safety in
production. Protection for women workers must be
given attention.

e Attention must be given to a combination of
labor and rest.

Source: ''Investigations into the 'Gang of Four' Affair'" by Chai
Hsin (in Chinese), Hong Kong, The Seventies, 1977. Quoted in
SPRCM No. 926 (5/23/77). "Some Questions on Acceleraling the
Development of Industry” (Discussion draft, Sept. 2, 1975), Appéndix:
Teng Hsiao-ping’'s Talk on Problems Concerning the Development of
Industry; ‘'Several Questions on the Work in Science and Tech-
nology'' (Summary report, first discussion draft) [excerpts]. Appendix
Teng Hsiao-ping's Interpolated Remarks When Listening to Hu Yao-
pang’'s Summary Report (Sept. 26, 1975).
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there has been an effort to orient firms more toward
the market with a greater use of financial over physi-
cal targets and the like.

In China decentralization has not involved an en-
hanced role for financial controls or market forces.
The planning system is still largely operated in phy-
sical terms with financial targets and controls as a
backup. Enterprises, for the most part, will not be
motivated to increase output on a certain item be-
cause its price and its profit are high. Instead enter-
prises attempt to follow the directions given them by
the plan.

The only difference today is that the plan most
relevant to these enterprises is not the one drawn up
in Peking, but the one compiled by their own prov-
ince or county level planners. As mentioned above,
Peking’s plans do set the parameters within which
provincial and lower level planners must operate,
but it is the more detailed local plans that directly
govern enterprise actions.

Importance of Provincial Role

The major principle underlying this form of decen-
tralization is that enterprises can be turned over to
primary control by a province if they sell most of
their output within that province and receive most of
their inputs from within the province as well. For
such enterprises there is little point in having their

inputs and outputs coordinated (planned) in Peking.
Peking has no information not available to the prov-
ince in such cases, and Peking is one large step further
removed from the scene of operations.

Certain inputs, of course, may come from outside
the province, and a share of output may be sold out-
side as well; these interprovincial transfers must be
coordinated at a higher level. But as long as these
transfers remain small relative to intraprovince move-
ments of products, they can be treated in a fashion
not unlike that used for items that are sold or pur-
chased from abroad.

The system in operation can be seen most clearly at
the county level where rural, small-scale industrial
enterprises are planned and coordinated. In fact, in
China rural, small-scale industrial enterprises are de-
fined as those which are controlled at a county or
lower (commune, brigade, etc.) level and are not
necessarily that small. These enterprises sell all or
most of their output within the county. A few inputs
such as iron usually come from outside the county, but
a surprisingly high percentage of current inputs come
from within the county.

In small-scale cement plants, for example, the lime-
stone and coal are usually from local sources, and the
cement itself will be sold entirely within the county
in which it is produced. The diseconomies involved
in using a small-scale technology are more than offset

Left, model worker exhorts comrades; right, Nanking laborer at work: are material incentives the answer?
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by the high transport costs involved in moving lime-
stone and cement to and from a largerscale plant
serving a much bigger market. When China’s trans-
port system becomes more developed, transport costs
per ton mile will fall, but, at present, moving a bulky
item like coal only a few tens of miles can raise its
cost by fifty percent and more.

This system of decentralization has readily demon-
strable appeal to local level planners. It frees them
from having to battle their way to the top ol the
bureaucracy every time they want
change from making plows to manufacturing trans-
planters. They still must fight for their share of the
iron and steel allocation, but they can avoid such a
ficht whenever they can find the item within their
own territory or can make it themselves.

permission  to

Thus even at the county level most plants have
their own foundries for making lathes and the like
for use in their own plant. It is not going too far to
state that the smallscale industry program would be
almost impossible to carry out if it were not for this
decentralization. In the fight for needed inputs, large-
scale firms have far more clout within the planning
bureaucracy and with the supplier enterprises; small-
scale firms would have to settle for left-overs much
of the time.

Conclusion—Decentralization Makes Sense

Chinese planning, therefore, has gradually been
adapted to the requirements of the Chinese economy
at that economy’s current stage of development. The
industrial sector, the main sector planned in this way,
is large—roughly as large as that of Japan’s in the
early 1960’s—and it is spread across a large territory.
Thus decentralization of as much decision-making as
is feasible makes economic sense.

But Chinese industry is still not terribly sophisti-
cated, particularly in the consumer goods sector.
Chinese clothing manufacturers do not have to spend
any energy keeping up with the latest changes in
fashion out of Paris or New York. There is, therefore,
less need to tie manufacturers more closely to their
market, except in the case of some manufactured items
sold in the West—but these make up only a tiny
fraction of Chinese industrial output.

China’s current methods of planning and control
were first introduced in the 1950°s and acquired
pretty much their present form by the early or mid-
1960's. The precise rules followed within any one
factory change from time to time because conditions
change. There are periodic attacks on the system from
political opponents most of whom are outside the
planning apparatus itself, but the system itself has
always reemerged intact from these attacks because it
appears to be wellsuited to the needs of China's
economy. The system will change but not until
China’s economy progresses to a level considerably
higher than where it is at present. ;2
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IMPORTING TECHNOLOGY
Winning Time for China
Teng Hsiao-ping is for China's importing technol-
ogv—but in accordance with the principles of Chou
En-lai: “First, use; second, criticize; third, convert;
fourth, create.” Teng's interest in cooperation ar-
rangements is described on page four. Here, in
remarks made in September, 1975, Teng looks at what
must be exported (oil and coal) to pay for imports.

® To win time and speed, we must necessarily import
some advanced technology and equipment from for-
eign countries. To import them is for the purpose of
learning from them and promoting our own crea-
tions instead of using them to replace our own.

® We must study with an open mind all advanced
and fine things of foreign countries, import advanced
technologies from foreign countries in a planned and
appropriate way and turn them into our own in
order to accelerate the development of the national
economy In regard to the importation of ad-
vanced technologies from foreign countries, we must
train the necessary technical forces to master them
as speedily as possible.

e In accordance with the principle of “first, use; sec-
ond, criticize; third, convert; and fourth, create,” we
must, in the course of applying them, know them,
transform them and develop them.

e I we are to import more advanced technologies
f[rom abroad, we must increase exports and raise
the proportion of industrial and mineral products
among export commodities. Every industrial depart-
ment must study the requirements of the interna-
tional market and energetically increase the output of
products which can be exported and have a high
exchange value,

e We must use more things to exchange for the latest
and the best equipment from foreign countries. If
you dismantle a foreign product, you will see that a
lot of things are made in other countries than the
one which produces it. If we can’t obtain certain raw
materials for the time being, we must import some
of them if necessary.

® To import, we must export a little more . . . The
first thing to my mind is oil. We must develop oil
production as far as possible and export as much
oil as we can. That is the most reliable thing to do.
We mustn't export it to Japan alone. We may find
outlets in Western Europe, selling it to West
Germany and France, and we may obtain in return
many good things. West Germany has some good
technical equipment.

® The export of coal must also be considered to-
gether with policy implications. Exporting ten million
tons of coal is equivalent to exporting five million
tons of oil, at a value of approximately one billion
US dollars.

Source: Investigations into the ‘Gang of Four' Affair'" by Chai
Hsin (in Chinese), Hong Kong, The Seventies, 1977. Quoted in
SPRCM No. 926 (5/23/77)

1



CHINA: SELECTED ECONOMIC INDICATORS, AS OF 1977

KEY INDICATORS 1952 1957 1965 1970 1971 1972 1973 1974 1975 1976
GNP (bil 1976 US $) 87 122 165 231 247 258 292 302 323 324
Population, midyear

(mil persons) 570 640 750 840 860 880 899 917 935 951
Per capita GNP

(1976 US §) 1683 190 220 275 287 294 325 330 348 340
Industrial production

index (1957 = 100) 48 100 199 316 349 385 436 455 502 502
Producer goods

index (1957 = 100) 39 100 211 350 407 452 513 536 602
AGRICULTURE
Agricultural production
index (1957 = 100) 83 100 104 127 130 126 142 146 148 148 [
Total grain (mil

metric tons) 161 191 194 243 246 240 266 275 284 285
Cotton (mil

metric tons) 1.3 1.6 1.9 2.0 2.2 2.2 2.6 2.5 2.3 23
Hogs (mil head) 58 115 168 226 251 261 261 280
INDUSTRY
Machinery index

(1957 = 100) 33 100 257 586 711 795 930 992 1,156
Electric generators

(mil kW) Negl. 0.3 08 ... 3.0 3.5 4.0 46 5.4
Machine tools

(th units) 13.7 28.3 45.0 70.0 75.0 75.0 80.0 80.0 90.0
Tractors (th

15-hp units) 0 0 23.9 79.0 1146 136.0 166.0 150.0 180.0 1909
Trucks (th units) 0 7.5 30.0 70.0 86.0 100.0 110.0 121.0 133.0 ...
Locomotives (units) 20 167 50 435 455 475 495 505 530 s [
Freight cars

(th units) 5.8 7.3 6.6 12.0 14.0 15.0 16.0 16.8 18.5
Merchant ships

(th metric tons) 6.1 46.4 506 121.5 148.0 164.6 2094 2884 3136 3188
Other producer goods

index (1957 = 100) 41 100 200 294 336 3an 415 429 472
Electric power (bil kWh) 7.3 19.3 42.0 72.0 86.0 93.0 101.0 1080 121.0 ...
Coal (mil metric tons) 66.5 130.7 220.0 310.0 3350 356.0 377.0 389.0 427.0 448.0
Crude oil (mil metric tons) 0.4 1.5 11.0 28.2 36.7 43.1 548 65.8 74.3 83.6
Crude steel (mil

metric tons) 1.3 5.4 12.5 17.8 21.0 23.0 25.5 23.8 26.0 23.0
Chemical fertilizer

(mil metric tons) 0.2 0.8 7.6 14.0 16.8 19.8 24.8 24.9 279 ...
Cement (mil metric tons) 2.9 6.9 16.3 26.6 31.0 38.1 41.0 37.a 471 49.3 f
Timber (mil m3) 11.2 27.9 27.2 29.9 30.7 33.2 34.2 35.2 362 ... ‘
Paper (mil metric tons) 0.6 1.2 3.6 5.0 5.1 5.6 6.0 6.5 1 T ‘
Consumer goods index
(1957 = 100) 60 100 183 272 272 295 334 347 368
Cotton cloth (bil

linear meters) 3.8 5.0 6.4 7.5 7.2 7.3 7.6 7.6 7.6
Wool cloth (mil

linear meters) 4.2 18.2 - — e @ " viss 65.2
Processed sugar (mil

metric tons) 0.5 0.9 1.5 1.8 1.9 1.9 22 2.2 23 ‘
Bicycles (mil units) 0.1 0.8 1.8 3.6 4.0 4.3 4.9 5.2 5.5

FOREIGN TRADE
Foreign trade ' (bil

current US §) 1.9 3.0 3.8 4.3 4.7 5.9 10.1 14.0 14.4 12.9
Exports, f.o.b. 0.9 1.6 2.0 2.0 2.4 3.1 5.0 6.6 7.0 6.9
Imports, c.i.f. 1.0 1.4 1.8 2.2 2.3 2.8 5.1 7.4 7.4 6.0

' Jetro reports China's total imports in 1976 to be $5,829 million, exports $7,166 million, and total trade $12,995 million.
Source: CIA, Office of Economic Research. Data as of September, 1977,
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CHINA CHECKLIST 1

PREPARING FOR THE CANTON FAIR

For the American businessman seeking his first invitation
to the Chinese Export Commodities Fair, the procedure
for obtaining the invitation and preparing for a trip to
China may loom as an unfathomable maze. But, in fact,
Chinese officials have made great efforts to streamline the
red tape around the semi-annual trade pilgrimage, which
brings some 25,000 foreign buyers to the southern Chinese
city every session. The following pages list the basic points
that every American fairgoer should consider and attend to
as he prepares for his trip to Canton.

The Canton Fair is held twice a year, April 15 through
May 15 and October 15 through November 15. Its full
name is the Chinese Export Commodities Fair and its main
order of business is the negotiation of China’s export con-
tracts. It is where you will buy from the Chinese.

Obtaining an Invitation

® Determine with which Foreign Trade Corporation(s)
(FTC) you are most interested in doing business. Chinese
FTC's have clearly defined product areas, and vou should
apply for an invitation from the corporation(s) from
which you are most likely to import. Specify the appropriate
product department in your request.

e Send the corporation a letter of introduction with the
following information about your company: type of com-
pany (agent, importer, wholesaler, distributor, retailer, or

An invitation
for the Fall, 1977,
Canton Fair.
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combination, etc.); length of time company has been in
business; principal product lines. distribution range, and
volume of sales; and name and address of bank and
banker. Also include any annual reports, auditor's reports,
Dun and Bradstreet reports, or other company literature.
I'he Fair you wish to attend, along with the products you
wish to buy, should be clearly stated.

e Send copies to the PRC Liaison Office in Washington, DC
(PRCLO).

® You may also wish to apply for a Fair invitation to the
Liaison Office of the PRC through the National Council.
Generally, it is best to apply through both an FTC in Pe-
king and the Liaison Office in Washington. If you do both.
you should inform the FTC that you have also requested
an invitation of the Liaison Office.  Similarly, the
Liaison Office should be apprised of all correspondence be-
tween US firms and Chinese trade organizations.

® Send your request for an invitation two to three months
before the opening of the Fair—by late July or early Au-
gust for the Fall Fair and by late January or early February
for the Spring Fair.

® Be sure you mark all correspondence to the Chinese
with “People’s Republic of China.” Your mailing will be
returned if you fail to do so.

® Don't expect to hear right away. The Liaison Office
usually contacts “old friends” about a month and a half be-
fore the beginning of the Fair. Once they know how many
of their traditional customers are coming, they can start
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sending out invitations to other applicants. If you have not
received an invitation in the mail by the beginning of
October or the beginning of April, you are probably not
going to be invited to the Fair. In the past, neither the
FTC’s nor the Liaison Office contacted those companies who
were not invited to the Fair, but indications are that re-
jected applicants may be informed in the future. Only in
rare cases can invitations to the Fair be obtained after
opening day.

Processing the Invitation

e Complete the “Acceptance of Invitation Form” which
comes with each invitation, make several copies for refer-
ence, and air mail the signed original to the Chinese Ex-
port Commodities Fair, Kwangchow, People’s Republic of
China. Authorities in Canton make your hotel reservations
in Canton. Inform the Chinese how many company repre-
sentatives and their spouses will be traveling to China.

® An invitation entitles the recipient the right to bring
three representatives to the Fair. Since the Chinese invite
buyers to come to the Fair on the basis of rooms available
in Canton, spouses may be brought along with company
representatives,

® Send copies of your “Acceptance of Invitation Form”
and “Invitation Card” to the Liaison Office of the People’s
Republic of China, 2300 Connecticut Avenue, NW, Wash-
inton, DC 20008, and request two copies of the Chinese
visa application form.

® For each person traveling to Canton, send either by
registered mail or hand courier two completed and
signed visa application forms, two passportsize photo-
graphs, a $6 check made payable to the “Liaison Office of
the People’s Republic of China,” two copies of your “Ac-
ceptance of Invitation Form,” and your passport to the
Commercial Section of the Liaison Office. Be sure your
passport has a full page available for the PRC visa. (Allow
three to five working days for the processing of visas.)

® You may wish to obtain a special passport for travel to
the PRC il your passport has a Taiwan visa. To obtain such
a passport, submit a letter from your company explaining
the reason for your trip, proof of your invitation to China,
and a passport application form to any Passport Office of
the Department of State. This special passport should
then be sent to the Liaison Office with the completed visa
application forms.

Preparation for the Trip

® Make sure you have a smallpox vaccination less than
three years old marked on your International Health
Card. A cholera vaccination is sometimes required for en-
try into Hong Kong, and gamma globulin and typhoid
inoculations are recommended.

® Prepare a package of material on your company to intro-
duce yourself to the Chinese, including a simple fact sheet.
Annual reports, product catalogs, or other publications
should also be presented. Each FTC you deal with will
require a separate supply of these documents.

® Have a set of bilingual business cards made up to use in
China. The National Council’s Translation Department can
translate and print business cards or recommend other qual-
ified services.

® Determine when and how long you will be in Canton.
Normally, six to ten days are sufficient to conclude business.
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For quantity, it is best to go early in the Fair; for better
prices, go later. Companies interested in the sale of US
machinery or technology to China should attend the Fair
during the third or fourth week.

® Making appointments with FTC’s prior to arriving in
Canton is not possible. A company can, however, have its
agent make appointments early in the Fair for executives
who will arrive in the later weeks.

® Advise your home office approximately when you will
be telexing and, if need be, have them ready to respond
while your line to the US is open. If the Fair is busy, de-
mand for telex facilities will be heavy. New York standard
time is twelve hours behind Canton—9 pm in Canton is
9 am on the same day in New York.

® Study up on China. The National Council’s *The China
Trader's Hong Kong and Kwangchow™ (85 from the Coun-
cil)y and Far Eastern Trade Press’s “Guide to Chinese Ex-

port Commodities Fair” (52 from the Council) are a good
introduction to the Canton Fair. For more general treat-
ment of modern Chinese life, see Ross Terrill's 800,000,000:
The Real China (Little, Brown and Company, Boston,
1972).

Traveling into China

® Most Americans go into Canton through Hong Kong by
train, although special arrangements can be made to fly in
from Europe and Japan through Shanghai or Peking.
Special permission to come in by air can be obtained
through the FTC that issued your Fair invitation.

® A day or so before you wish to enter China (except on
Sundays), go to one of the China Travel Service offices in
Hong Kong with your “Invitation Card,” passport, and
visa, (CTS offices are at 77 Queen’s Road, Central, Hong
Kong, and 27 Nathan Road, Kowloon.) There you can
purchase a round-trip ticket to Canton (at approximately
USS45). The CTS will also make your hotel reservations in
Canton and provide you with baggage stickers for your
luggage and coupons for train tickets to and from Hong
Kong, lunch, hotel registration, etc.

® The day of your entry into China, you should arrive at
the Tsimshatsui (Kowloon) Railway Station in time to
catch the train on which the CTS has scheduled you—
probably at 8:30 or 9:30 am. CTS personnel will be at the
entrance ol the railway station to handle fairgoers’ luggage
and direct them towards the trains.

® After an hour and fifteen minute train ride, you will
arrive in Lowu, where you disembark, pass through Hong
Kong emigration procedures, and cross the bridge into
Shumchun, China.

® On the Chinese side of the border, there will be immi-
gration procedures to check your visa and passport, health
inspection, and customs. During the customs check, the
Chinese will expect you to record your valuables and all
currency to be taken into China. While in China, you will
have a copy of your customs declaration card on which all
currency exchanges and major purchases will be marked.
Upon leaving China, you will be asked to account for the
foreign currency you brought into the country, as well as
any valuables you carried in or bought while there. In
addition to immigration and customs, you will have a
chance to buy Renminhi (RMB), the Chinese currency, and
will be served a large Chinese lunch.

® Following lunch, a Chinese train will take you on the
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hour and forty-five minute trip into Canton, where you will
arrive at approximately 3:00 pm.

Arriving in Canton

® A bus will meet Canton Fair attendeces at the train station
and take vou to the Tung Fang Hotel, where you should
go directly to the Number One Liaison Office on the fourth
floor of the old wing. Upon presentation of your “Invita-
tion to Register Card” and business card, vou will receive
your room number and a Fair ribbon. which is your official
pass to the Fair.

® After registration, go down one flight to the China Inter-
national Travel Service (CI'TS) office on the third floor
where you should turn in vour passport and visa to be
stamped by Public Security officials in Canton. You can
retrieve your papers from the CI'TS office after two days.

® If your bags have not reached your room by the time
you have completed registration procedures, they probably
have been left in the lobby ol the new or old wing of the
hotel, and vou will have to 20 there to get them and carry
them to vour room yourself.

® You can begin your first day with a trip to the Exhibi-
tion Hall, directly across the street from the haotel, and
when vou have located the proper FTC stand, make the
appointment directly with one of the corporation repre-
sentatives. Alternatively, you can try to make your initial
appointment with the appropriate corporation through the
Number One Liaison Office on the fourth floor of the old
wing of the hotel.

e If for any reason you still feel you have not vet seen the
proper person in an FTC, come to the National Council’s
office in the Tung Fang Hotel, and one of the staft mem-
bers will help you make an appointment.

Leaving Canton

e A day or two hefore you wish to leave, yvou should visit
the CITS office on the third floor of the old wing of the
Tung Fang Hotel. They will make your train reservations
to Hong Kong. The only differences between leaving and
arriving in Canton are that on the return trip money can
be exchanged on the train and during emigration pro-
cedures at Shumchun, no lunch is served.

® Before 6:30 am on the day of your departure, put your
bags in front of your hotel door to be picked up. The bus
for the train station leaves at 7:15 am, the train departs at
8:30 am, and vou will arrive in Hong Kong by early after-
noon.

Communications to and from Canton

Canton is probably the easiest city in China to communi-
cate with from the outside. For the benefit of the many
foreign visitors who travel to Canton each year, the Chinese
have installed limited telecommunications systems,

Cables can be sent from either the lobby of the Tung
Fang Hotel or the Canton Telecommunications Bureau.
As of January 1, 1977, the cost of regular cables to the US
was US$0.77 per word, double for express services. Cables
heing sent into Canton can be sent either to the Tung
Fang Hotel, provided the recipient’s name and room num-
ber are included (e.g.. “John Doe KWANGCHOW TF
Room #1234), or to a company cable address in Canton,
which may be temporarily registered for a few dollars. The
National Council cable address in Canton is USCHIN-
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TRAD. International cable credit cards may be used to pay
for outgoing cables.

Telexes can be sent from the Tung Fang Hotel and the
Canton telecommunications office. In 1977, the telex rate
to the United States was $4.47 per minute with a minimum
charge of S13.41 for three minutes. Users are required to
punch their own tapes and can do so in the National
Council office in the Tung Fang Hotel or the hotel lobby.
Telephone calls can be arranged at the service desk of
the Tung Fang Hotel and taken in any hotel room. In
January, 1977, the cost per minute for a call to the United
States was $5.11 with a minimum of three minutes. Also,
a $2.13 service charge is billed regardless of whether the

call goes through or not.

Cable Addresses in Canton

Many of China’s important foreign trade organizations
set up shop in Canton for two months out ol the year. To
facilitate communications, most of these organizations have
established permanent Canton cable addresses. The address
of the Chinese Export Commodities  Fair s CECFA
KRWANGCHOW.

Foreign Trade Corporations

China National Cereals, Oils and Foodstuffs Tmport and
Export ('.m-pm‘:lrinn COFTRA KWANGCHOW: China
National Chemicals Import and  Export Corporation—
CECF CHEMICALS DELEGATION KWANGCHOW;
China National Light Industrial Products Import and Ex-
port Corporation—INDUSTRY FAIR KWANGCHOW:;
China National Nachinery Import and  Export Corpora-
tion—MACHIMPEX FAIR KWANGCHOW; China Na-
tional Metals and Minerals Import and Export Corpora-
tion—MINMETALS FAIR KWANGCHOW:; China Na-
tional Native Produce and Animal By-products Import and
Export (lm‘pt)r:llion—BYPROI-',\[R KWANGCHOW:;
China National Textiles Import and Export Corporation—
FAIRTEX KWANGCHOW.

Other Organizations
Bank of China—CHUNGKUO KWANGCHOW: China
Insurance Company Lid —CHINSURCO KWANGCHOW;
The People’s  Insurance  Company of China—42001
KWANGCHOW: Tung Fang Hotel - KWANGCHOW TF
The National Council for US-China Trade—USCHIN-
TRAD.

Footing the Bill

In Canton, your personal expenses should be minimal. A
single room at the Tung Fang costs about S13 per night,
although accommodations are available up to 380 per day.
For most fairgoers, daily expenses in Canton round out
to about $30. plus the cost of telecommunications and any
special purchases, such as antiques.

Currency can be brought into China in three forms: cash,
travelers checks. and travelers letters of credit.

\s of September, 1977, money orders and traveler's
checks, issued by Bank of America in San Francisco,
Manufacturers Hanover Trust Co. in New York, The First
National Bank of Chicago in Chicago and the Chase Man-
hattan Bank in New York, were acceptable to the Bank of
China. Money orders or traveler's checks issued by other
third-country banks who maintain correspondent ];:lllkillg
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relations with Bank of China are also negotiable with the
BOC. Traveler’s cheques or money orders issued by other
banks with whom the Bank of China does not maintain cor-
respondent banking relations are unacceptable.

The advantage of using traveler's letters of credit is that
you will have RMB-denominated funds as an insurance
against any unfavorable exchange rate fluctuations during
the Fair.

Banking in Canton

A company or individual can open a non-interest-hear-
ing, RMB-denominated account at the Bank of China's
Canton branch, about a ten-minute cab ride from the Tung
Fang Hotel. The account, which can be opened in a mat-
ter of minutes, can receive remittances from any American
bank through any of the 600 international banks with cor-
respondence relations with the Bank of China. The trans-
ferral of funds from America to Canton usually takes two
to three days.

Things to Take

Cameras can be taken into China, except for 16 mm movie
cameras, which require special permission. Bring in all the
film you plan to uvse.

Cigarettes may be brought into China, with the first car-
ton duty-free. Chinese brands are available but may not
suit Western tastes.

Clothing at the Fair tends to be informal, mostly shirt
sleeves. Suits are sometimes worn at the opening and clos-
ing ceremonies. Visitors are usually more comfortable avoid-
ing ostentatious clothes. Canton’s average daily temperature
is between 67° and 77° F in October and 49° and 77° F in
April. Sweaters are usually needed in Canton by the end of
November and during April.

Coffee in China is not as strong as Western brews and is
well supplemented by some American instant. Hot water
is available in hotel rooms for making your own.

Electrical appliances will have to be run on Chinese cur-
rent, 220 volts and 50 cycles. Translormers as well as a sta-
bilizer will be needed for most devices since the voltage
varies as much as 209,

Foods for special dietary requirements (kosher or diabetic)
are not widely available in China and should be brought
in if needed.

Liquor, except for beer, vodka, and some liqueurs, is not
sold in China. Bring your own brands and mixes in; the
first two quarts are duty-free.

Medicines, cspecially patent medicines, should be brought
into Canton. Lomotil, aspirin, and insect repellent are con-
sidered staples,

Office supplies, such as copiers, typewriters, and telex
tape-cutting machines, are available at the National Coun-
cil's office in the Tung Fang Hotel, but some businessmen
find it worthwhile to bring their own typewriters and sup-
plies. Glue is worth bringing since some Chinese .hl.’llnp\
have no adhesive.

Radios provide the only media link with the outside
world in China. AM receivers will get Hong Kong stations,
and short wave can pick up the BBC or Voice of America.
Reading material published outside of the PRC is not
available in Canton.

Wrapping material should be brought in if you wish to
mail out samples while in Canton, i
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CHINESE ORGANIZATIONS INVOLVED
IN THE CANTON FAIR

The China Export Commodities Fair (CECF) i,
itself, an official Chinese trade organization. Under
the direction of the Ministry of Foreign Trade in
Peking, the CECF coordinates with local Kwangtung
and Canton officials to organize and manage the
semi-annual event. With its executive offices in the
Kwangtung Foreign Trade Bureau, Hai Chu Square,
Canton (Cable: CECFA KWANGCHOW), the CECF
is most visible during the Fair through its four liaison
offices. The Number One Liaison Office, on the fourth
floor of the Tung Fang Hotel, handles Ameri-

can visitors.

The Foreign Trade Corporations are the Chinese
state-owned monopolies which handle all PRC foreign
trade. Also under the direction of the Ministry of
Foreign Trade, seven FTC's act as sponsors of the
Canton Fair, The FTC's issue the vast majority of
foreigners’ invitations to come to the Fair. It is
thought that the FTC's begin preparations for the
Fair by determining how much material they have
available for export. Then they estimate how much
of that material will be purchased by “old friends”
(i.c.. established foreign customers) and by individual
countries. Once the corporation has a clear picture of
how much residual they will have, they then invite
“new friends” to attend the Fair.

The Liaison Office of the People's Republic of
China is the PRC's diplomatic mission in Washing-
ton, DC. Its commercial section, representing China’s
Ministry of Foreign Trade, passes information on
American companies, both potential importers and
exporters, back to the FTC's in Peking. The Liaison
Office officials can recommend to the FT'C's that cer-
tain companies can attend the Canton Fair, and it is
thought that the Liaison Office itself is given a limited
number of Fair invitations it can issue at its own dis-
cretion to American companies. US companies re-
ceiving Fair invitations, whether from the Liaison
Office or an FTC, should apply to the Liaison Office

for visas.

The China Travel Service (HK) Ltd. (CTS) is the
Hong Kong agent of the China International Travel
Service (CITS), in Peking. The latter is a subordinate
of the China Travel and Tourism Administration
(CTTA), itsell a bureau of the ruling State Coun-
cil. The CTS arranges for visas to China for Hong
Kong residents and also provides fairgoers travel
services into Canton. It does not issue invitations to
the Fair for US businessmen. All businessmen enter-
ing China through Hong Kong should visit the CTS
ofhices in Hong Kong to make the necessary travel
arrangements a day or so in advance. CTS offices are
at 77 Queen’s Road, C. Hong Kong (Telephone:
5:259121: cable: TRAVELBANK) or 27-33 Nathan
Road, Kowloon (telephone: 3-667201-10) .
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Vice President Walter F. Mondale meets with CCPIT delegation at the White House, September, 1977.

Council
Activities

Fall activities of the Council were highlighted by
the visit from the China Council for the Promotion
of International Trade, led by the Chairman of the
CCPIT, Wang Yao-ting. The 15-person delegation,
which visited the White House and met with senior
US government officials, had business talks with
Council Directors and investigated several types
of technology. Earlier, the Council’s Mining Dele-
gation had a productive trip to China in August,
hosted by the CCPIT; the members of the delega-
tion each gave at least fifteen hours of presenta-
tions while in Peking. The Council also welcomed
the arrival of Peng Chin-po, the new commercial
counsellor at the PRC Liaison Office, and of Stan-
ley Young, the Council’s new vice president.

SEPTEMBER-OCTOBER 1977

CCPIT DELEGATION LED BY CHAIRMAN
WANG YAO-TING VISITS THE US, INSPECTS
PETROCHEMICAL, METALLURGICAL
TECHNOLOGY

The highest-ranking trade delegation from the
People’s Republic of China yet to visit the US arrived
in Washington, DC, September 6 for a country-wide
technology survey tour. The group—from the China
Council for the Promotion of International Trade
(CCPIT) and headed by CCPIT Chairman Wang
Yao-ting—spent two and a half weeks visiting manu-
facturing facilities relating to various types of petro-
chemicals, ferrous and nonferrous metallurgy, agri-
cultural machinery, and other types of technology.
Delegation  members included representatives of
TECHIMPORT, MACHIMPEX, SINOCHEM, and
China’s industrial societies.

The highlight of the tour was a visit to the White
House, where Vice President Walter Mondale de-
livered a message from President Carter. The dele-
gation was hosted at the Capitol by Rep. Thomas P.
(“Tip™) O'Neill (D-MA), Speaker of the House, and
Sen. John A, Durkin (D-NH), Rep. John Brademas
(D-IN). Majority Whip Rep. Jonathan B. Bingham
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(D-NY) and Rep. Lester L. Wolft (D-NY) also partici-
pated in the meeting.

The delegation also met with Secretary of State
Cyrus Vance and Secretary of Commerce Juanita
Kreps while it was in Washington. The Liaison Office
of the PRC in Washington, DC, held a reception for
the group, hosted by Ambassador Han Hsu, Deputy
Chief of the PRCLO. In New York the group was met
by Chen Chu, Permanent Representative at the United
Nations, who also attended the Council’s reception for
the delegation at the Plaza Hotel.

Among the points made by the CCPIT during the
visit—
® The purpose of the visit was to “develop trade with
the US” and learn about the US market, industry,
and technology.

e The visit would bring about “positive results”—
there are a “broad future and bright prospects for
US-China trade.” Lower Sino-US trade in 1975 and
1976 was “normal in doing international business.”

® Chinese industrial society members, who formed
the nucleus of the delegation, emphasized the role of
the societies in deciding what China wants to buy,
and, thus, the serious intent of the trip.

® As of September, the CCPIT was planning a pro-
gram of foreign exhibitions in China for the next few
vears; these shows will probably include fairs from
Japan, but the agricultural equipment exhibition,
with products from different countries, may not take
place till 1979.

¢ Reciprocal Sino-US trade exhibitions await resolu-

ALEXANDER ECKSTEIN MEMORIAL FUND

In honor of Alexander Eckstein, leading American
China trade scholar and leading figure in the efforts
to normalize relations with the People’s Republic of
China during the past decade, the University of Mich-
igan is planning to establish the Alexander Eckstein
Visiting Professorship ol Chinese Studies, to which
ledding scholars will be appointed. As a member of
the National Council’s academic advisory board, Pro-
fessor Eckstein spoke at many Council functions and
authored many standard texts on China's economy
and trade. Mr. Eckstein was the central force behind
the establishment of the highly prestigious University
of Michigan Center for Chinese Studies and a founder
of the National Committee for US-China Relations.
The new professorship in his honor will be made pos-
sible through funds contributed to the endowment
campaign for which Professor Eckstein worked so
effectively. Those who wish to contribute to this fund
may direct gifts to Professor Albert Feuerwerker,
Director, Center for Chinese Studies, Lane Hall, Ann
Arbor, Michigan 48104, with the notation that they
are for the Alexander Eckstein Memorial.
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WELCOME TO PENG CHIN-PO, NEW
COMMERCIAL COUNSELLOR AT THE
PRC LIAISON OFFICE

The National Council welcomes Mr. Peng Chin-po
to his new post as Commercial Counsellor at the
Liaison Office of the People’s Republic of China in
Washington, DC. Mr. Peng, 59, and a native of the
Peking region, has been with the Ministry of Foreign
T'rade since the founding of the PRC in 1949. Before
coming to Washington. Mr. Peng held the position of
Deputy Director of the Third Bureau of the Ministry
of Foreign Trade. During his tenure in the Ministry,
he visited France, Holland, Germany, Greece, Austria,
Romania, Chile, Peru, Venezuela, Canada, and other
countries. He was a Commercial Counsellor in Ran-
goon, Burma, from 1960 to 1965. Prior to the estab-
lishment of the PRC, he was a member of the Eighth
Route Army. Mr. Peng is married to Li Kuo-chen,
who is a graduate of the college of foreign trade. They
have three children—two boys and a girl. Mme. Li
has accompanied her husband to Washington.

tion of the claims/assets issue and improved diplomatic
relations.
e The National Council's program of industry ex-
changes with the CCPIT will continue; the CCPIT
stressed that more specific survey groups will follow
this one.

In addition to Washington and New York, the
15-member mission visited Chicago, Cleveland, Los
Angeles, Moline, New Orleans, Peoria, San Francisco,
and Seattle, departing the US on September 25. The
group was escorted by Council President Christopher
H. Phillips, Vice President Stanley Young, Interpreter
May Li Phipps, and Priscilla Rope, coordinator for
the visit.

En route, the delegation was entertained and feted
in each region by Council members; almost a thou-
sand representatives of member firms met with the
Chinese during their visit. The National Council,
which did its best to accommodate all requests from
members, thanks all regional coordinators and others
who helped to make this trip a success.

Besides Wang Yao-ting, other members of the group
were: Chang Yen-ning (Deputy Leader), Council mem-
ber of CCPIT and Director of Chinese Chemical In-
dustry Society; Liu Ching (Deputy Leader), Manag-
ing Director, China National Machinery Import &
Export Corporation; Yang Yu-te, Deputy Managing
Director, China National Technical Import Corpora-
tion; Mai Wen-lan, Deputy Managing Director, China
National Chemicals Import & Export Corporation;
Ku Hsun-fang, Responsible Person of Shanghai Chem-
ical Industry Society; Hsing An-min, Director of
China Mechanical Engineering Society; Chou Hsuan-
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DEPARTS

CCPIT VISITS US

Clockwise from top left: CCPIT and escorts leaving White House;
Wang Yao-ting with US Secretary of Commerce Juanita Kreps; Wang
with NCUSCT Chairman of the Board William A. Hewitt and President
Christopher H. Phillips; group upon arrival at Dulles International
Airport is greeted by Han Hsu, Deputy Chief of PRCLO; from left, Peng
Chin-po (PRCLO), Li Kuo-chen (PRCLO), and delegation deputy leader
Liu Ching aboard Coke yacht in New York harbor; and delegation
members inspecting Textron machinery, Cheshire, Connecticut.
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cheng, Director of Chinese Metals Society; Wu Chin-
cheng, Deputy Chief Engineer, Chinese Chemical In-
dustry Society; Wang Ke-chung (Secretary-General of
the Delegation), Deputy Director of the Liaison
Department of CCPIT: Chang Kuo-shen, Deputy
Division Chief of the Third Department of the Minis-
try of Foreign Trade; Wang Chen-hua, Engineer of
Chinese Chemical Industry Society; Chen Yung-ting,
Engineer of Chinese Metals Society: Kuo Szu-mien
(Secretary of the Delegation), Liaison Department
of CCPIT; and Wang Ken-liang, Interpreter, the
Liaison Department of CCPIT. Peng Chin-po, Com-
mercial Counsellor of the PRCLO in Washington,
DC, and Jen Chih-chieh, of the PRCLO Commercial
Staff, accompanied the delegation throughout the US.

NATIONAL COUNCIL MINING DELEGATION
SEES CHINA’'S MODERN METHODS, ASSESSES
SALES OPPORTUNITIES

The National Council’s Mining Industry Commit-
tee’s first mission visited the PRC from July 18 to
August 2, hosted by the Technical Exchange Depart-
ment of the China Council for the Promotion of In-
ternational Trade (CCPIT). The 16-person mission
marked the opening of technical exchanges between
the two countries’ mining industries.

During the 19-day trip, each company representative
was asked to give at least 15 hours” worth of technical

presentations. One member of the delegation spoke
for 24 hours on his particular specialties. Over 200
personnel from a wide spectrum of China’s mines,
technical societies, and foreign trade corporations
attended the week of seminars in Peking. Their inter-
ests included, principally, open pit and underground
mining technologies and equipment.

The delegation was hosted at a dinner by Li Chuan,
Vice Chairman of the CCPIT, Wang Chih-chung,
Deputy Chief of the Liaison Department of the
CCPIT, and He Fa-nan of the Technical Exchange
Department of the CCPIT. During its stay in Peking,
the delegation paid courtesy calls on MACHIMPEX
and TECHIMPORT.

From Peking the delegation traveled to Tatung in
Shansi Province, Shenyang and Fushun in Liaoning
Province, and Shanghai. She Ming-chieh of the
CCPIT’s Technical Exchange Department accom-
panied the group. Among the mines and facilities
visited were the Mei Yu Kou Mine and Yun Gang
#13 Mine of Tatung, the Coal Mining Technology
Institute of Tatung, the Fushun West Open Pit Mine,
the Lung Feng Mine of Fushun, and the East Fushun
Safety Instrument Research Institute.

During its visit, the delegation saw methods used
in China's mines comparable to those used around the
world. In one example, at the Lung Feng Mine in
Fushun where water injection is used to overcome gas

Copy of a Bucyrus-Erie shovel seen by National Council’s Mining Industry Committee delegation at the Fushun West Open Pit
Mine, Liaoning Province, July, 1977.
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problems, the Chinese have designed their own equip-
ment, which the group felt was very modern and
impressive.

Most of the machinery in use in China’s mines is of
domestic origin, but the delegation observed that the
PRC does not hesitate to employ foreign equipment
if such equipment is suited for a particular job. Dis-
cussions revealed that China plans to expand its
mines and to use foreign equipment for this expan-
sion when Chinese equipment is not available.

Members of the delegation were William Mac-
Donald, Sales Manager, Mining and Construction Di-
vision, Gardner-Denver Company, and Chairman of the
Council's Mining Industry Committee and the dele-
gation; William J. Cherones, Vice President, Harnisch-
feger International Corporation, and Vice Chairman
of the delegation; R. Wayne Adkins, Director of Engi-
neering Drilling Division, Gardner-Denver Company;
Charles D. Albright, Research & Development Man-
ager, FMC Corporation; George W. Ciracovitch, The
Galigher Co.; James H. Dye, Manager, Big Hole Prod-
ucts, Reed Tool Company; John Fischer, Manager,
Tractor and Scraper Marketing, WABCO; Wayné R.
Gerdes, Vice President, Marketing, Goodman Equip-
ment Corporation; R. F. German, Vice President of
Engineering Construction Machinery Division, Clark
Equipment; James Zung Hao Han, Application Engi-
neer, Caterpillar Tractor Company; Charles 1.. Metz-
ger, Vice President, Rotadrill Divisions, Schramm,
Inc.; Harry M. Parker, Mining Geological Specialist,
Fluor Utah, Inc.; John D. Spaulding, Project Man-
ager, Coal Project, Kaiser Enginecering: Robert W.
Volpe, Assistant to the President, Unit Rig and Equip-
ment Company; and Eric T. Kalkhurst, Escort Officer,
National Council for US-China Trade.

PHARMACEUTICAL AND MEDICAL
DEVICES COMMITTEE LAUNCHED

The National Council's newest export industry
committee, the Pharmaceuticals and Medical Devices
Committee, was established during a Washington
meeting ol interested Council members on July 12,
1977. The group was organized to encourage inter-
action between the Chinese and American pharma-
ceuticals and medical devices industries, Its frst activ-
ity will be to propose to the Chinese a series of topics
for a technical seminar to be given by the committee
in China at some time in the future. Any companies
interested in participating in the Pharmaceuticals
and Medical Devices Committee’s activities or its
proposal, should contact the Organizing Chairman,
Dr. Albert Free of Ames Company, or Eric T. Kalk-
hurst. Director of Business \dvisory Services, Na-
tional Council for US-China Trade, 1050 17th Street,
NW, Washington, DC 20036; telephone (202) 331-
0290,
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NEW VICE PRESIDENT FOR
NATIONAL COUNCIL

Stanley Young assumed the vice presidency of the
National Council on August 1, 1977, following the
resignation of Melvin W, Searls, Jr., who has returned
to Esso Standard Oil (Hong Kong) Ltd. Mr. Young,
also a veteran of Esso, comes to the Council with over
37 years of experience gained at the company, from
which he retired in 1973. He was most recently the
Executive Director of the American Chamber of Com-
merce in Hong Kong, in which capacity he had a num-
ber of opportunities to visit the People’s Republic of
China.

While with Esso, Mr. Young spent over 25 years
abroad, mostly in Asia. From 1961 to 1972, he was
posted in Pakistan, the Philippines, and Southeast
Asia. He also worked for seven years in Japan, and for
four years in Africa. From 1947 to 1949, he represented
Standard Vacuum in Shanghai.

During his tenure as Director of Amcham, M.
Young had numerous interactions with the PRC's
Hong Kong representatives at China Resources and
Ng Fung Hong. He attended two Canton Fairs, meet-
ing with officials from all of China’s foreign trade
corporations, the Bank of China, and the China Coun-
cil for the Promotion of International Trade.

After an active two years as Council vice president,
Mr. Searls has returned to the Far East as Marketing
Director for Exxon's Hong Kong-based Asian opera-
tions. While with the Council, Mr. Searls was instru-
mental in the launching of the Council’s industry
committees and enlarging the scope of the Council’s
programs. He attended the Canton Fair four times for
the Council, and accompanied the Board of Directors
delegation to Peking in 1976. Mr. Searls will be
missed both by the National Council staff and by the
member companies who came to know him. %
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Wuhan Power Bureau electricians doing
maintenance work on high-tension
transmission line over Yangtze River.



Hsinhua

SECTORAL REPORT

CHINA'S
ELECTRIC POWER
INDUSTRY

William W. Clarke

Chinese domestic policy is now focused on a sweep-
ing modernization of the economy in order to propel
the country into the front ranks of industrialized
nations by the year 2000. Rapid development of the
electric power base is essential if the goal is to be
achieved. In recent years, performance of this power
industry, the ninth largest in the world, has been ade-
quate, but major investment and imporied plant and
technology must be combined effectively to bring
about the requirved expansion to generaling capacity.
For an industry whose technological level, generally,
trails that found in the developed nations by more
than fifteen years, this will require a prodigious effort.
Even now power shortages persist and demand is
not fully met. This article assesses the capability of
the Chinese electric power industry to support eco-
nomic growth and evaluates the manufacturing base
necessary to sustain the industry. The technological
strengths and weaknesses of the industry are reviewed,
but a lack of investment and up('m!in_u data prr'(lurh'\'
an analysis of how efficiently the industry is being run.

William W. Clarke is the Director, People’s Republic
of China Affairs in the Bureau of East-West Trade,
US Department of Commerce. Mr. Clarke, a graduate
engineer of the Stevens Instilute of Technology, is a
specialist on East-West trade relations, In 1973 he
visited the PRC, consulting with Chinese officials in
Peking, touring factories and communes, and attend-
ing the Canton Trade Fair. In 1975 he was the govern-
ment member of the National Machine Tool Builders'
Association delegation. Mr. Clarke, who has been
Director of the Capital Goods Division in the Office
of Export Control, wrote “China’s Steel—The Key
Link” for an carlier issue of this magazine.
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“As regards the national economy as a whole, Chair-
man Mao characterized grain and steel as the two
‘marshals’ and electricity and railways as the two
‘vanguards.” The ‘marshals” must assume command
because, having grain and steel, everything else is
casier to  handle. The ‘vanguards’ must march
first. . .. China's State Planning Commission, Sep-

tember 11, 1977.

“If we did not learn from the advanced experience
of foreign countries, then we might as well switch
off the electric lights, for electricity was invented by
Franklin!” People’s Daily, Peking, July 3, 1977.

China's energy potential is large, and even today
the country is the fifth largest producer of primary
energy following the United States, the Soviet Union,
Saudi Arabia, and Iran. Coal production and reserves
rank third in the world and account for about two
thirds of the primary energy supply. Oil, which has
been a recent and rapid development, accounts for
nearly one quarter, and natural gas just under 109,

The PRC's hydroelectric potential is huge, but re-
motely located, and currently contributes only about
197, of the energy. As yet China has no nuclear energy
sector. The primary energy base to support electric
power and industrial growth needs massive investment
for development. That the Chinese intend to embark
on such a program scems evident from the recent
Taching Conference call to develop ten more Taching
oil fields by the end of this century.

Development of China's Power Industry

At the close of the Revolution in 1949, the newly
founded People’s Republic of China inherited a badly
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ABBREVIATIONS USED

kecal kg kilocalories/kilogram

kv kilovolts

kva kilovolt-amperes

kw kilowatts (thousand watts)

kwh kilowatt-hours (thousand watt-hours)
mw megawatts (million watts)

run-down, obsolete electric power industry that had
been ravaged by many years of intermittent war. After
World War 11, the Soviet Union physically removed
over 1,000 megawatts (mw) of generating capacity
from the Northeast (Manchuria). Installed electric
power generating capacity in all of China on De-
cember 31, 1949, stood at 1,800 mw, or less than the
current capacity of the Grand Coulee hydroclectric
station. The Chinese leadership, quite aware of
Lenin’s admonition that “communism equals Soviet
power (strength) plus electrification,” set out to de-
velop the electric power base necessary to support the
rapid growth of agriculture and industry.

The PRC's First Five-Year Plan (1953-57) called for
the addition of new hydroelectric and thermal stations
as well as the expansion of the base for the manufac-
ture of generators and other equipment for the in-
dustry. During the Plan subsiantial assistance was
received by China from the Soviet Union, Czecho-
slovakia, and East Germany. In 1954 alone, the
Chinese had 160 power-related projects underway.
About 2900 mw of generating capacity were added
during this Plan, of which 600 mw represented new
units at the Supung and Tafengman hydroelectric
stations in Northeast China to replace those taken
by the Russians. At the end of 1957, installed capacity
had grown to 4,900 mw; 1,000 mw, or 209, consisted
of hydro units. Table 1 shows China’s electric power
generating capacity for selected years.

Table 1

ELECTRIC POWER GENERATING
CAPACITY*

(thousand mw)

Year** Capacity Year Capacity
1949 1.8 1971 21.1
1952 2.0 1972 23.6
1957 4.9 1973 26.8
1961 10.7 1974 30.0
1965 11.8 1975 34.0
1966 13.8 1976 37.4
1970 19.4 1977 (est.) 43.0

" " Power generated is 3-phase, 50 Hertz at main stations; small
plants are generally single phase.
** December 31 of the year cited.
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The Great Leap Forward

In December 1957, the PRC embarked on the
Great lLeap Forward, a program designed to move
the Chinese economy ahead with great rapidity; power
generation was to increase 189, annually during the
period 1958-60 as part of the Second Five-Year Plan.
The tempo did rise, and, during 1958-59, generating
capacity nearly doubled as 4,500 mw were added. The
Leap Forward, however, soon began to cause serious
dislocations in the economy, and by 1960 a severe
slump had set in.

During the Leap Forward, considerable Soviet aid
continued, and plans were laid down and construction
started on many power plants. Major hydro projects
at Yenkuo, Chingtung, Liuchia, Tanchiangkou, and
elsewhere got underway in 1958, but construction was
soon abandoned with the collapse of the Leap and
the withdrawal of all Soviet aid in 1960.

One important measure of the slump may be seen
in the sharp reduction in the demand for power with
output curtailed from 47 billion kilowatt-hours (kwh)
in 1960 1o 31 billion kwh in 1961, a decline of 349.
The 1960 production level was not achieved again
until 1966, Additions to generating capacity in the
six-year period, 1960-65, amounted to only 1,600 mw.
With recovery under way by 1966, new disruptions
during the Cultural Revolution caused demand to
drop in 1967. But the economy then rebounded
quickly, however, with power output in China grow-
ing at an average annual rate of 179, 1968-70.

Growth Resumes

The close of the decade marks a turning point in
Chinese power development. Earlier difficulties and
the sudden withdrawal of Soviet assistance had been
overcome. The Chinese electric power industry, to
paraphrase Chairman Mao, “had stood up.” The first
generating units at the two largest hydro projects in
China had become operational; other hydros on which
construction had halted were active once again. The
design of “workhorse” 125-mw steam turbo-generators
had been mastered. Technological progress was sub-
stantial as can be seen from the “milestones” shown
in the accompanying box.

Growth of power generation capacity during the
Fourth Five-Year Plan (1971-75) was uneven but aver-
aged about 119, per annum. More noteworthy, per-
haps, was China’s import of complete power plants
from Japan and Western Europe and turbo-generators
from the USSR and Czechoslovakia. In the period
1972-75, purchases of foreign plant and equipment
added over 4,500 mw to China's power capacity at a
cost approaching $350 million; details are shown in
Table 2.

Walking on Two Legs

In developing the power industry, Chinese planners
have followed what they term the policy of “walking
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Table 2

ELECTRIC POWER GENERATION PLANT
AND EQUIPMENT PURCHASED BY CHINA
1972-1976
?h;r-;nal Station Ta_ri;txr:GéAl'leraior'si . o _

USSR—1972 4 units at 75 mw each; $8.2 million.
USSR—1973 7 units at 100 mw each; $16.7 million.
USSR—1974 1 unit at 200 mw; $2.7 million.
USSR—1975 2 units at 200 mw each; $6.8 million.
USSR—1976 2 units at 200 mw each; about $7.0
million.
Czechoslovakia—1974
3 units at 100 mw each.

Italy—1972 I unit at 125 mw; supplied by Gruppa
3 units at 100 mw each.
Industrie Elettromeccaniche (GIE)—
over $8 million.

Italy—1974 2 units at 320 mw: oil-fired plant under

construction at Tientsin, Dec. 1975;
value about $79 million.

Japan—1972 2 units at 125 mw each; supplied by
Hitachi; operation scheduled for 1975;
value, $30 million.

Japan—1973 2 units at 250 mw each; supplied by
Hitachi; operation at Tangshan
originally scheduled for 1975; value,
$72 million.

France/Switzerland—1974
1 unit at 300 mw; brown coal-fired
plant supplied by CEM/France and
Sulzer and Brown Boveri/Switzerland;
transaction is 70% French; operation
scheduled for mid-1976; value, about
$55 million.

Hydro Station Turbo-Generators

France—1972 2 units at 60 mw each; supplied by

Alsthom-Neyrpic and Creusot-Loire;

delivery scheduled 1975; value $10

million.

3 units supplied by ASEA; went into

operation 1974; value, $4 million.

Gas Turbines and Generators

United Kingdom—1972
5 units at 20 mw each; supplied by
John Brown Ltd. (G.E. licensee); in use
for base and peak load service, value
$8.2 million.

United Kingdom—1973
5 units at 20 mw each; supplied by
John Brown Ltd.; at least one unit in
use for mechanical drive, not power
generation; value $8.2 million.

Belgium/Canada—

3 units at 8.5 mw each; supplied by
ACEC/Belgium and Westinghouse/
Canada (Model W-101-G); for base
load service; delivered 1975; value
$5 million.

Japan—1975 2 units at 25 mw each; supplied by
Hitachi (Type F-5); delivered 1976;
value $5.2 million.

Canada—1973 2 rail mobile units at 9 mw each;
supplied by Orenda Division of Hawker
Siddeley; arrived in PRC 1975; value
$5-6 million.

Total capacity 4,528+ mw 44 units $331+4 million

Sweden—
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on two legs”; that is, concommitant with the erection
of large, relatively modern central thermal stations
and hydroelectric units is the construction of very
small, much less mechanized power generating fa-
cilities. In a general way, these constitute parallel
industries, one controlled by the Ministry of Water
Conservancy and Electric Power from Peking and the
other locally controlled at the county and commune
level. Among the locally controlled plants the most
significant developmental feature has been the un-
paralleled spread of small (less than 1,000 kw) and
medium size (less than 30 mw) hydroelectric units
(information on these cutoffs is uncertain and they
may be 500 kw and 25 mw).

Small hydros form an integral part of the rural
electrification program and provide electricity to
three-fourths of China’s communes. According to offi-
cial sources, the number of such stations at the be-
ginning of 1977 was nearly 65,000 with some 5,000
being added annually. Around 809 of these units
are found in the PRC's eight, water-rich southern-
most provinces; Kwangtung leads with over 12,000
installations.

Thermal and Hydroelectric Generating Capacity

China's potential for hydroelectric development—
in excess of 500,000 mw-—is almost certainly the
greatest in the world. Unfortunately, most of the
viable dam sites are situated in remote parts of
southwest China and in Tibet where little industry
exists. Given the long construction times for large
hydroelectric projects, however, development of dams
across the upper reaches of the Yangtze, for example,
should be in the planning or early construction stages
even though economic delivery of this power to dis-
tant industrial centers depends on the development
of 500 to 750-kilovolt (kv) transmission systems.

About two-thirds of all China’s hydroelectric ca-
pacity is found in the 53 known stations with capac-
ities of 30 mw and higher. The balance resides in
the 65,000 or so small and medium size hydros. At the
end of 1976, hvdroelectric generating capacity ac-
counted for an estimated 369, of all of China’s gen-
erating capacity. Because of the much lower utilization
rate for hydro units, especially the small ones, it
should be noted that the share of power actually
generated by the installed hydro capacity will be
considerably lower, about 259,

The share of China's generating capacity in hydro
units has increased noticeably in recent years owing
to the completion of major dams on the Yellow and
Han Rivers and because of the addition of large num-
bers of small and medium size hydros. Fossil-fueled,
stecam electric power stations, however, while more
complex technically, can be constructed more quickly
than hydros. Thus, it is expected that the share of
total capacity held by these thermal plants will in-
crease in the vyears immediately ahead. Thermal sta-
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Currently, the PRC is the nminth larg-
est power producerin the world, rank-
ing after France and Italy, but the
country’s per m/)im outpul of power
in China is very low, comparable to
that of India, Zaire, or Bolivia.

tions produced about three-quarters of China’s elec-
tricity in 1976. On December 31, 1976, thermal plant
generating capacity was an estimated 6497 of China’s
total; the major portion of this capacity resides in
the 105 known thermal stations of 30 mw and more.
Gas turbines contribute only a minute share of the
generating capacity in the PRC. China has no nuclear
power stations.

Regional Power Capacity

In 1919 most of China’s industry was centered in
the coastal areas and in the Northeast as were the
bulk of the electric power plants. The policy laid
down in the First Five-Year Plan to locate industry
as close to sources of raw material and fuel supply as
to consumption centers led eventually to the disper-
sion of industry to inland areas. This gave rise to the
development of significant power generating capacity
in many of China’s provinces. Table 3 shows the
approximate share of power generating capacity found
in each province at the end of 1976.

Table 3

ELECTRIC POWER GENERATING CAPACITY
BY PROVINCE
December 31, 1976

Province Share (%) Province Share (%)
Anhwei 4.2 Kweichow 2.6
Chekiang 6.2 Liaoning 9.0
Fukien 21 Ningsia 0.8
Heilungkiang 3.3 Peking 4.7
Honan 3.6 Shanghai 4.6
Hopeh 3.4 Shansi 2.8
Hunan 2.5 Shantung 5.3
Hupeh 5.9 Shensi 2i7
Inner Mongolia 1.3 Sinkiang 0.5
Kansu 8.2 Szechwan 4.8
Kiangsi 1.2 Tibet 0.2
Kiangsu 3.5 Tientsin 0.9
Kirin 4.8 Tsinghai 0.2
Kwangsi 1.6 Yunnan 2.4
Kwangtung 6.7 Total 100.0
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In recent years power capacity in some provinces
has undergone rapid expansion. For example, the
940 mw of capacity added in Shantung between 1970
and 1975 vaulted the province from eleventh to sixth
position. Similarly, the completion of the Yellow and
Han River dams has markedly raised capacity in
Kansu and Hupeh, The old center in Liaoning re-
mains first, but the power developments around
Lanchow to support chemical and nuclear weapons
facilities have pushed Kansu province in the north-
west to second place.

The major electric power systems in China today,
judging from the development of transmission lines
and power grids, appear to be: Northeast (Heilung-
kiang, Kirin, and Liaoning): North (Hopeh, Peking,
and Tientsin); Shantung; Hupeh: East (Anhwei,
Shanghai, Kiangsu, and Chekiang): Kwangtung: and
Kansu/Shensi/Honan, The Northeast and  North
power grids are linked, but only by a single 110-Kv
transmission line. Lesser systems exist in Szechwan,
Shansi, Hunan, Fukien, and Yunnan.

China’s Current Situation

Currently, the PRC has the ninth largest electric
power industry in the world, ranking after France
and Italy; China is also the ninth largest producer
of electricity, but per capita output of power in 1976
stood at about 135 kwh, which is very low and which
is similar to that of India, Zaire, and Bolivia.

The recent performance of China’s electric power
industry has been adequate, compared to that of some
other sectors of the Chinese economy. China's power
output increased an estimated 79, in 1976 and, while
this fell below the average annual growth rate of 119,
1971-75, it was substantially better than industry as
a whole in 1976, when growth was less than 29;. Prob-
ably the best record was recorded in Shantung prov-
ince where newly installed units contributed to a
2097 increase over 1975, These achievements do not
mean that the supply of power in China in 1977 fully
meets demand. There are still shortages evident and
widespread campaigns preach conservation.

The PRC’s generating capacity, as of December 31,
1977, will stand at 4% thousand mw, an increase of
159, if projected industrial growth is met. Power
generated in 1977 will likely show a large jump as the
economy rebounds from the difficulties of 1976. Should
China's rated generating capacity be operated at
3,600 hours during the year to meet demand, then
power produced in 1977 would total about 145 billion
kwh.

During the first half of 1977, the Chinese power
industry set a new high in electricity output: Official
reports state that six of the eleven largest power sys-
tems surpassed all previous records. The Peking Power
Administration has pledged to add 800 mw of ca-
pacity in 1977; Shensi, 500 mw; and all four gen-
erators at the new, Japanese-supplied 750 mw Taoho
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1952 First 3-mw electric generator
1953 First 6-mw hydro-generator set
First 44-kv/20,000-kva transformer
1954 First 6-mw steam turbo-generator set
First 154—kv/20,000-kva transformer
1955 First 40-ton/hr steam boiler
First 10-mw hydro-generator set
First 120-kv/31,500-kva transformer
1956 First 12-mw steam turbo-generator set
First 15-mw hydro-generator set
First 3.5-kv high tension cable
1957 First 130-ton/hr steam boiler
First 220-kv/20,000-kva single-phase
transformer
1958 First 110-kv/60,000-kva three-phase
transformer
First 220-kv/40,000-kva single-phase
transformer
First 220-kv oil filled high-tension cable
1959 First 50-mw steam turbo-generator
First 72.5-mw generator for hydro use
1960 First 230-ton/hr high temperature and
pressure steam boiler
First 50-mw high temperature and pressure
steam turbine
First 100-mw steam turbo-generator with
water-cooled motor and stator
1965 First silicon controlled rectifier
First 500-kv standard condensor
First 6-mw gas turbine
First 220-kv air circuit breaker
First 330-kv rod insulator
1966 First 72.5-mw hydro-generator set
First 100-mw hydro-generator set
First 1,000-kv standard condensor
First 330-kv suspension type insulator
First 1,000-kv standard condensor
1968 First 150-mw generator for hydro use
operational at Tanchiangkou
First variable control transformer
First 110-kv underwater cable
1969 First 125-mw steam turbo-generator with
water-cooled rotor and stator

MILESTONES IN CHINESE
ELECTRIC POWER DEVELOPMENT

First 225-mw generator for hydro use
operational at Liuchia
First 330-kv high tension cable
First 260-kv transformer
1970 First 60,000-kva transformer
First 110-kv aluminum cable current sensor
First 154-kv high tension cable fault detector
1971 First 60-mw hydro-generator set for low-head
First experimental geothermal power generator
operational at 86 kw
First 750-kva, 3-phase, water-cooled
transformer
First 15,000-kva water-cooled transformer
1972 First 220-kv/300,000-kva aluminum-wound
transformer
Initial construction of 300—-mw steam turbo-
generator with water-cooled rotor and stator
First transmission of power at 330kv over short
distances
1973 First 300-mw hydro-generator set with
water-cooled rotor and stator
Initial construction of 200—mw steam turbo-
generator with water-cooled rotor and stator
First 11-mw pumped storage facility
1974 First power station in China with over 1,000-mw
capacity into operation
First 330-kv mutual inductance voltage
transformer
First sodium hexafluoride high voltage standard
condensor
First 670-ton/hr super-high pressure boiler for
200-mw steam turbines
First use of gas turbine exhaust heat to pre-heat
boiler feedwater
1975 First computer-control of a 100-mw steam
turbo-generator
First 10-mw gas turbine for power generation
First 200-mw steam turbo-generator operational
at the Chinghsi station, Peking
First 330—kv high tension transmission line
completed, 534-km long
1976 First 300-mw steam turbo-generator operational
at the Wangting station, Wuhsi

station in Hopeh are promised for completion in
1977. Already this year, a 300-mw turbo-generator
has been added at the Wangting station and 200-mw
units added at the Hsintien and Chaovang plants.
These additions are about half the capacity required
in 1977, if projected growth is to be met.

Electric Power Plants and Related Equipment

By standards characteristic of most industrialized
nations, China’s electric power facilities are of small
to medium size. The largest facility in the country,
the Liuchia hydroelectric station in Kansu, has a
generating capacity of 1,225 mw. The biggest thermal-
electric facility is now probably the Wangting station
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at Wubhsi, in Kiangsu, with a capacity in mid-1977 of
about 713 mw. In all there are eight Chinese power
stations with capacities in excess of 500 mw and 14
more between 300 and 500 mw. Two additional for-
cign-supplied stations currently under construction,
one in Tientsin and one in Tangshan (now probably
delaved because of the earthquake), will have ca-
pacities of 650 mw or higher when completed. Several
more Chinese-designed stations of this size may be
under construction.®

*The US has 4146 stations of 300 mw capacity and greater with Grand
Coulee, the largest hyvdro at 2,195 mw and Bowen, the largest thermal
unit at 3,499 mw: for the Soviet Union the equivalents are 166 stations

with the Krasnovarsk hydro at 6,000 mw and the Krivoy Reg No. 2
thermal plant at 3,000 mw the largest,
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150-kw hydroelectric power generator at the Rokang Com-
mune near Canton.

A listing of all known Chinese power stations with
capacities of 30 mw or greater are shown in Table 4.
These facilities may be located on the map accom-
panying this article by their reference number.

As might be expected, most Western technological
assessments conclude that, overall, the Chinese elec-
tric power industry is lagging significantly behind
developed industrial countries. The lag can be meas-
ured in different ways but, in general, is considered
5 years. Not only is it evident in
scale of plant as indicated above, but it is seen by
observers in Chinese equipment design, in boiler
operating pressures and temperatures, in centralized

to be greater than 1

control of thermal stations, in power dispatch and
load management, and in the absence of nuclear
power.

Yet the Chinese undeniably have made substantial
technical progress in the process of raising generating
capacity from 1.8 thousand mw on December 31, 1949,
to 37.4 thousand mw on December 31, 1976, The mile-
stones shown in the box are impressive and serve as
a measure of this progress.

Fossil-Fueled Steam Electric Plants

In 1976, voughly 75%7 of all steam-electric power
plants in China were fired with coal ranging from
anthracite through bituminous types to lignite. The
balance of the fossil-fueled power plants are operated
on crude or residual oils. As the Chinese petroleum
industry continues to climb from its current ouput of
about 1.7 million barrels of oil daily, however, num-
bers of power plants have been or are being converted
from coal to oil-firing. This will continue. Natural gas
has not been utilized to any extent for power plants
although some Szechwan units are gas-fired.

Coal reserves in the PRC are extensive, in fact, the
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third largest in the world, but the current supply
continues to be tight owing to rising demand and to
years of neglect in investing in basic mine mechaniza-
tion and coal preparation facilities. The coal most
widely used in power generation is a sub-bituminous
type with heating values ranging from 3,000 to 5,000
kilocalories(kcal)/kilogram(kg). There is evidence of
increasing efficiency as coal consumption per kwh has
been reduced from a national average of 0.591 in
1956; some newer power plants are now under 0.4 kg
of coal per kwh based on a standard coal of 7,000
kcal/kg. As larger-scale, more efficient steam generat-
ing units are built and more money is spent by Peking
on the preparation of coal, this index of efficiency
should show further improvement. Lignite will con-
tinue to be used as evidenced by the erection of the
$55 million, 300-mw French/Swiss-supplied thermal
station, which should be nearing operation.

Details on oil-fired Chinese thermal stations are not
well known. At the Wuching station in Shanghai,
converted in the early 1970's to the use of oil, Shengli
crude with a heating value of 10,000 kcal/kg and a
sulfur content ranging from 1.0 to 1.89; is being fired.
The Taching crude oil being exported to Japan has
found its greatest application in firing thermal sta-
tions, because its high paraffin content makes process-
ing difficult in most Japanese refineries; the extent of
its use in China is not known.

These Chinese fossil fuels are used to fire boilers
which appear to have been standardized to provide
steam for 100, 125, 200, and 300-mw turbines. Most of
these boilers are once-through units reaching pressures
of 165 kilograms per square centimeter (kg/cm?) at
535°C. The largest delivers 935 metric tons of steam
per hour and is probably the type recently erected at
Wangting to serve China’s first domestically manu-
factured 300-mw steam turbines. No super critical
boiler systems are known to have been manufactured
in China, possibly reflecting lagging Chinese welding
and metallurgical practices.

Steam turbo-generator sets of 25, 50, 75, 100, and
125 mw are serially produced in China. Units of 200
and 300 mw have also been manufactured by the
Chinese and are now operational; their numbers,
however, are limited. Although at least seven 200-mw
units were introduced into service between 1975 and
1977, five of these were probably supplied by the
Soviet Union.* Two 300-mw units went into operation
in 1976 and 1977, but because of an absence of in-
formation on how successful the 200 and 300-mw
equipment has been, it is questionable whether these
larger turbo-generators should yet be considered in
serial production.

A large-scale model of the 300-mw unit at the
Shanghai Industrial Exhibition shows this Model
QFS-300-2 to consist of a nine-stage high pressure

* This does not include any of the turnkey power plants supplied by
Italy, France, or Japan.
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turbine, an eleven-stage medium pressure turbine, and
two double-expansion, low-pressure turbines, each
with two six-stage turbines.

A Typical Thermal Station

Kaoching, 30 km west of the center of Peking and
the largest of the three thermal stations comprising
the Shihchingshan power complex, appears tvpical of
China’s larger fossil-fuelled plants. Construction com-
menced in 1959 and was completed in 1974 with start-
up of the sixth and last generator. Kaoching serves
Peking via 110 and 220-kv transmission lines and is
said not to be tied into the North power grid.

The six hvdrogen-cooled, 100-mw turbo-generator
sets at the station were installed in 1961, 1963, 1967,
1970, 1973, and 1974; Nos. 1, 2, and 5 are Soviet-built,
the balunce being Chinese. There are four Soviet
2200 ton/hr hoilers for units 1 and 2, while the four
boilers for units 3-6 producing steam at 410-130
tons /hr are Chinese-manuflactured. Boilers are natural
circulation at 100 kg/cm? and 540°C with no reheat.
The pulverized coal fired at Kaoching comes from
Tatung in Shansi and has the following characteris-
tics: 6,500-kcal /kg heating” value; volatiles, 2597; ash,
13-159;; and sulfur, 1.5-1.79.

The control room at Kaoching for units 3, 4, and
h has an alarm scanner monitoring 130 points per
minute with about 40 parameters recorded auto-
matically in an hourly log. In 1974 this scan and log
system was said to be “on-trial.” It is similar to equip-
ment found in the US about 1960, The newest con-
trol room (for unit 6) has a controller capable of
adjusting 30 operating parameters and of starting up
or shutting down various pieces of equipment. This
Chinese control system is said to have taken three
vears to develop.

Chinese Development Efforts

The Chinese recognize that the scale of plant and
size of units in their thermal power plants need to be
increased both for greater efficiency (e.g., cost per kwh
generated is reduced about 1097 with a doubling of
turbine size from 100 to 200 mw) and to meet more
elfectively the continually rising demands of the Chi-
nese economy. Efforts are now probably centered on
perfecting the operation of the relatively new 200 and
300-mw turbo-generators. Design and possibly initial
construction of units in the 600-mw class are believed
to be underway in China.

To date. purchase, of foreign thermal plants has
been limited to those with turbo-generators in the 250
to 320-mw size, although the next several years should
see contracts let for a thermal station with one or two
turbo-generators, each with a capacity of 500 to 600
mw. It is uncertain what constraint the Chinese power
grids, with their lack of high-capacity interconnec-
tions, place on the introduction of generators of these
sizes. Clearly, the scale-up of Chinese-designed thermal
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station equipment to 600 mw with commensurately
sized switch gear and transmission facilities will con-
tinue for some years before proven units are routinely
supplying power to Chinese consumers.

The Chinese have invested heavily in developing
water-cooled rotors and stators for 125, 200, 300-mw
turbo-generators. While this appears to be a notable
achievement, permitting size and weight reduction in
generator manufacture, it would be more significant
if the Chinese also provided data showing operational
reliability, especially where seals are concerned. Also,
the technological lag in unit size must be kept in
perspective with the 1,000-mw and greater, hydrogen-
cooled rotors now manufactured in the US.

To increase efficiency, the Chinese are utilizing
waste heat [rom hot flue gases and warm cooling water
at power stations to heat other industrial plants. Some
120 facilities in Liaoning are using such residual heat.
Although not used much in the US, combined dis-
trict heat and electric power stations are extensively
utilized in Europe, especially in the Soviet Union.

At Tientsin power plant No. 2, where much of a
gas turbine’s exhaust heat was formerly wasted, 809,
is now recovered and used to preheat the feedwater for
a steam generating unit. Still, there is no evidence of
the more advanced concept of “energy centers” where
steam is delivered to industrial process use after pass-
ing through a steam turbine in a central power station
or where “by-product”™ electricity is produced from
excess industrial process steam using an extraction or
back-pressure turbine.

Nor is there evidence of the use of combined cycle
plants (where gas turhine exhaust is used to drive a
conventional steam turbine) for peaking or interme-
diate load service. This is the most efficient system for
generating eleciricity from liquid or gaseous fossil
fuels but is probably not found in China owing to
the relatively undeveloped nature of power gas tur-
bine production and technology.

China's Hydroelectric Plants

Chinese dams are of the concrete, stone masonry,
rock fill, or ecarthen types. In 1971 China had 73
concrete and 438 stone masonry dams 15 meters or

more in height. More than 959 of all Chinese dams

The Chinese electric power industry
18 lagging beliund the West by more
than 15 vyears, but, since 1949, the
Chinese have raised their power gen-
crating capacity from 1.8 to 37 4 thou-
sand megawatts.
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TABLE 4.

ANHWEI PROVINCE

1. Chentsun HEP 150mw

A 3-unit hydro on the Chingi River in Chin county
started 1958, restarted 1968, and completed
1975 Serves the East grid

2. Foutzuling HEP 31mw
On the Pi River near Hoshan

3. Hotei 68mw
A 50mw turbo-generator unit into operation
1972—in the Anhwei-Kiangsu regional grid

4. Hsianghungtien HEP 40mw
On the Pi River near Tushan

5. Huainan 306mw

Two stations in a complex serving the
Anhwel-Kiangsu grid. A 125mw unit, larges!
turbo-generator in Anhwei, into operation 1976

6. Huaipei 100mw
Two 50mw units into operation in 1973

6(a). Linhuaikang 50-100mw
In the surburbs of Holei

7. Maanshan 48mw
Has four 12mw turbo-generators

B. Maochienshan HEP 30mw
On the Wan River in Yuehhsi county . Anching
pretecture

9. Meishan HEP 40mw
On the Shih River in Livan Prefecture Has four
10mw turbo-generators

10. Ssuhoshan 50-75mw
In the city of Wuhu in the Anhwei-Kiangsu
regional gnd

CHEKIANG PROVINCE

11. Chililung HEP 420mw

A 20m high, low-head hydro on the Fuchun
River near Tonglu: has six units at 50mw and two
at 60mw

12. Fuchun HEP 180mw

A 40m high, low-head hydro on the Chientang
River. a tributary of the Fuchun. has three
turbo-generators at 60mw each

13. Chakou 30-50mw
In Hangchow, sometimes reterred to as No 1
station

14. Hsinan HEP 652.5mw
A main link in the East grid located on the Hsinan
River nine units at 72 5mw each

15. Huangtankou 30mw
A small, four-unit hydro on the Wuchi River

16. Meichi HEP 60mw
South of Tai Lake. a fitth unit at 12mw went into
operation in 1875

FUKIEN PROVINCE

17. Ansha HEP 115mw

On the Chiulung River in Sanming Prefecture
has three turbo-generators, one of 75mw and
two of 20mw each

18. Kutien HEP 158mw

A cascade hydro system of four dams with a fifth
planned Kutien # 1 has six generators totalling
62mw while Kutien hydros # 2-4 are believed to
have a generating capacity of 32mw each

19. Sanming 35-50mw
Provides power to a 220kv transmission
system

20. Yungan 50mw

The largest thermal station in Fukien, has two
units at 25mw plus possibly some small, older
units

HEILUNGKIANG PROVINCE

21, Chiamussu B6mw
Serves nearby coal mines and Chiamussu city, a
100mw unit being added in 1977

22. Chihsi 8Tmw

Probably has three units at 50 25, and 12mw

each

23. Chingpo HEP 36mw

A small hydro on the Mutan River in Ningan

County

24, Fulaerhchi 125mw

Madifications in 1976 to permit highest boiler
operating temperatures in China permitting a
23% boos! in generating capacily

25. Harbin 7amw

One of two power stations in Harbin

26. Harbin Heal and Power 200mw

Has two generating units of 100mw each. the

second became operational in 1976

27. Hsinhua 150mw

A new facility with a 100mw turbo-generator

gmng into operation in late 1975 or early 1976
Omw unit into operation in 1973 Location

uncertain

28. Taching #1 35-50mw

An old power station at Anta now assumed to be

Taching #1

29. Taching #2 100 mw

A new station to supply expanded refining and

petrochemical operations . Units #1-2 into

operation in January and September 1973

HONAN PROVINCE

29(a). Anyang 50-100mw
Started during the Cultural Revolution
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30. Chengchou 100mw
In the city of Chengchou

31. Hsinhsiang 42.5mw
In Hsinhsiang city. has small units the largest s
25mw May have been expanded

32. Loyang 175mw
Was expanded from 75mw in 1958 to 175mw
currently

33. Pingtingshan 250mw
Probably a two-plant complex Originally at
30mw to be expanded to 250mw

34, Sanmen HEP S0mw

Originally a Soviet-aid project later completed by
the Chinese but because of silt problems in the
Yellow River total generating capacity will be
limited to 200mw total

35. Tangho 200mw

The largest power plant in Honan . The second of
two 100mw units became operational in April
1975, Located in Nanyang Prefecture

HOPEH PROVINCE

36. Hantan B6mw

Probably has six 12mw units, but improvements
have increased installed capacity by 20%

37. Hsiamaling HEP 65mw

On the Yungting River near Peking

38. Kuanting HEP 30mw

On the Yungting River near Peking Dam is 45
high

39. Luanho 96mw

In Chengte city

40. Matou (u.c.)

A new 100mw unit became operational in
February 1977 Output of Matou will boost the
south Hopeh grid

41. Paoting 50mw

Completed in 1958

42. Pingshan HEP 40mw

On the Huto River northwest of Shihchiachuang
43. Shihchiachuang 150mw

Revamping of existing units between 1969 and
1973 increased capacity by 30%

44. Tangshan 275mw

In Tangshan city All ten generating units
damaged in 1976 earthquake Supples the
North power grid

45. Taoho 125mw plan 750mw

In the northern suburbs of Tangshan. Site of
Hitachi (Japan) supplied 125 and 250mw units
Damaged in quake. Started generating from one
125mw unit on July 28. 1977 and Chinese
builders pledge to put all four units totalling
750mw into operation by the end of 1977

HUNAN PROVINCE

46. Chechi HEP 217.5mw

On the Tzushui River near Anhua Plans call for
expansion 1o 435mw

47. Chuchou 60mw

Into operation 1957 expanded 1972

48. Hsintushan 125mw

A new plant with a 125mw unit, the largest in
Hunan. installed in July 1967 Located in
Shaoyang Prefecture

49. Shuifumiao HEP 36mw
On the Lienshui River west of Hsianghsiang

HUPEH PROVINCE

50 Huangunnlan HEP 150mw

On the Tu River a tributary ol the Han
Construction started 1969, plant operational
1974 Dam is 371m long by 107m_ high

51. Huangshih 12Bmw

In Huangshih city southeast of Wuhan

52. Tanchiangkou HEP 900mw

China s second largest hydro unit praducing
over half the power in Hupeh Dam is 2500m
long by 110m. high

53. Wuhan 250mw

The Chingshan station. under expansion, has
at least two S50mw units

54. Wuhan 30mw

Wuhan #3 station in the Hankow section

INNER MONGOLIA

55. Huhohaote S0mw
Probably has two 25mw units

56. Paotou #1 100mw
Expansion planned to 200mw

57. Paotou #2 100mw
In Paotou city

58. Ural Mountain 100mw
At Wulashan, location unknown. A new 100mw
unit became operational in early 1976

KANSU PROVINCE

59. Lanchou 300mw
The Hsiku station originally planned for 525mw

60. Liuchia HEP 1.225mw

China s largest power plant localed on the
Yellow River west of Lanchou, has live
turbo-generator units including China s tirst
300mw hydraulic unit Dam is 100m . wide by
147m high

61. Papan HEP 180mw

Anather Yellow River dam, has five units
probably at 36mw each Construction started
1959, fully operational 1975

62. Yenkuo HEP 300mw

On the Yellow River 70km trom Lanchou Dam
15321m long by 57m high

63. Yumen 160mw

Plans call for 300mw when complete

64. Yumen Heal and Power 36mw
Another thermal station located in Yumen

65. Yungchang 36mw
Located in Yungchang city

KIANGSI PROVINCE

66. Chiangkou HEP 32mw
Near Hsinyu on the Yuanshur River

67 Lowan HEP (u.c.)
The first high-head hydro in Kiangsi unoer
construction since 1970 Location uncertain

68. Nanchang 5S1mw
The Chilichieh in Nanchang

69. Shangyu HEP 60mw

The first hydro-station designed by the PRC
Iocated on the Chang River a tnibutary of the Kan
River Has four 15mw units

70. Talin HEP 100mw

Believed 1o be on the Hsiushui River in the
viciity of Tean about 90km. north of Nanchang
Planned capacity probably 400mw

KIANGSU PROVINCE

71. Chenchiang 224mw
Probably has tour 50mw generators and one at
24mw

72. Huaiyin 50mw
A new 25mw unil became operatignal in
November 1972

73. Nanking 100-150mw
The Hsiakuan station in Nankifg

74. Nanking 100mw
The Tachangchen power plant in Nanking

75. Tienshengkang S0mw

In Nantung on the north bank of thetangtze
River Capacity was doubled in 1971 With the
addition of a 25mw unit

76. Wangling 413mw

One of China s larges! thermal stations located
in Wuhsi Station has two units at 300mw, four
units at 22mw, and one at 25mw_ The second
300mw set became operational in February 1977
raising Wangting s generating capacity above
700mw

KIRIN PROVINCE

77. Changchun 50mw
Located at China s largest truck plant

78. Chilin (Kirin} 400mw
Most of the generating units here are 50mw

79. Erhlaochiang 55mw
Located in Tunghua County

80. Hulutao Unbong HEP 300mw
On the Yalu River. Power distribution is split
about 50/50 with North Korea

81. Liaoyuan 54mw
Small thermal plant with two generating units of
15mw each and two at 12mw

2. Talengman HEP 590mw

A primary station in the Northeast network
located on the Sungari River 2dkm from Chilin
Eight units Damis 1.000m long by 91m high

KWANGSI CHUANG

83. Homienshih HEP 68mw

On the Ho River in Wuchou Prefecture. four
generating units Started 1958 restarted 1970
completed 1976

84. Hsiching HEP 217.5mw
On the Yu River in Nanning Prefecture First unit
al 72 Smw installed October 1964

85. Liuchou 36mw
Started 1958, completed 1962

KWANGTUNG PROVINCE

86. Changhu HEP 72mw

Located 9km southeas! of Yingte Has two
36mw units. Construction started 1970
completed 1974

87 Chiaoling HEP 60mw

In Meihsien Prefecture on a tnbutary of the Han
River

88. Fengshapa HEP 150mw
Has three 75mw hydraulic units

89. Hsinlengho HEP 290mw

Larges! station in Kwangtung near Hoyuan
Probably has four turbo-generators at 72 5mw
each

90. Kwangchow 105mw
An older plant named Hsitsun with as many as
eight generators

91. Liuchiho HEP 42mw
On the Liuchi River near Liangkou Has four
10 5mw units

92. Maoming 200mw

Largest thermal power plant in the province. the
fourth unit at 100mw became operational at the
end of 1975

93. Nanshui HEP 50mw
Located on a tributary of the Pei River near
Juyuan Has two 25mw unils

94. Tanling HEP 30-50mw )
Located on the Lien River in Lien County
Shaokuan Prefecture

95. Wushih 193mw

In Shaokuan Prefecture A new generator that
became operational in October 1972 increased
capacity by 40%

KWEICHOW PROVINCE

96 Chingchen 64mw

Located in the suburbs of Chingchen Has lour
32mw Hungaran turbo-generators Expansion
by the addition of two 75mw units planned

97. Kueiyang 124mw
Became operational in 1958

98 Maotiao HEP 250mw

A 6-level cascade system in Ghingchen Oewaly
with generators in or planned Jor 5-slages
Includes the Hungfeng HEP at20mw  Not clear
whether planned capacity of 250-300mw has
been reached

99. Tsuni 30-50mw
Onginal plans call for expapgton to 200mw

LIAONING PROVINCE

100. Anshan 55.5mw
Part of the Afghan Steel complex Plans call for
Expansion to 200mw

101. Chaoyang 200mw
A new plant being built in two stages Firs!
200mw until installed 1976 the second in 1977

102. Fuhsin 326mw
A maijor unit in the Northeast grd

103. Fushun 345mw
The Taikantan station. another major plantin the
Northeast power grid

104, Fushun 100mw
Part of the #2 shale oll complex

105. Fushun HEP 32mw
The Tahuofeng hydro station on the Hun River

106. Huanjen HEP 145mw
On the Hun River. expansion to 290mw planned
Jn-the Northeast grid system

107. Liaening 600mw
The largestInermal station an northeast China
located between Fushundhd Shemyang

108. Dairen #152mw

Locafed in Dairen, (Luta)

109. Dairen #2 9Bmw

The Kanchingtzu station in Dairen

110. Penchi B6mw
Fart of the Penchi Steel Plant

111 Shenyang 50mw
The Tiehhsi station in Shenyang Planned
expansion calls tor a total capacity of 200mw

112. Supung Dong Sui HEP 700mw
On the Yalu River Power is shared
approximately 50/50 with North Korea

NINGSIA HUI

113. Chingtung HEP 225mw

First generator 0f 37 Smw operational 1967 the
sixth operational 1975 a seventh unit planned
will bring capacity to 262 Smw

PEKING MUNICIPALITY

114. Chinghsi 200mw

A new plant in the western suburbs.and one of
the three thermal stations comprising e
Shihchingshan complex  The first 200mwynil.
became operational in November 1975

115. Chuwo (u.c }
A new thermal station under construction
planned capacity unknown

116. Kaoching 600mw

The largest plant in the Shihchingshan complex
Has six 100mw turbo-generators, the last
installed in 1974

117, Miyun HEP 93mw

North of Peking. Has a 90mw and a 3mw
generator as well as an 11mw pumped storage
system for  peak shaving

118. Peking #1 300mw

In Peking's eastern suburbs Has two 25mw
one 50mw. and two 100mw units. the last
100mw unit installed in 1967

119. Shihchingshan 100mw
The onginal power station in the 3-plant
Shihchingshan complex

SHANGHAI MUNICIPALITY

120. Chapei 275mw

An early plant expanded by the addition of a
50mw unitin 1973 and a 100mw unit in
December 1974

121. Minhang 300mw

A new 125mw turbo-generator added in 1973
122. Nanshih 100mw

A 50mw unit became operational in December
1972

123. Wuching 355mw

A major unit in the East gnd Has six units at
125, 100, 50. 30. and 25mw capacity

124. Yangshupu 227mw
Has at least six units—an old pre-1949 station

SHANSI PROVINCE
125 Huohsien 125mw

A 100mw unit became operational in 1973
permitting linkage of the narth and south Shansi
grds

126. Liangtzukuan 100mw

In the Taihang Mountaing east of Yangchuan
The 100mw turbo-gengratorhere became
operational in 1972

127. Taiyuan @1 150mw

One of three power plants in Talgan

128. Taiyuan #2 250mw

|5 tehavedda have six units, Tour at S0mv and
two at Z5mw -
129. Taiyuan Steel 72Zmw

Part of the Taiyuan Steel Plant

130. Talung 54mw
The Pingwang station at Tatung

144 ® URUMCHI

@143

SHANTUNG PROVINCE

131 Hanchuang 52mw

Located in Hanchuang city Pians call for
expansion tn 202mw

132 Hsintai 36mw

In Hsintai city

133. Hsintien 400mw

A new thermal station near the Stengh o1l field
Has two 100mw units and one 200mw unit that
went into operation in 1976 A secand 200mw
turbo-generator became operational T early
1977

134.Laiwu 375mw

Another new Shantungstation begwt in 1970
Has three 125mw units, ®he last becoming
operational in 1976

135 Huantai 475mw

In Tsinan In 1976 two 200mw turbo-generators
were added to Huantai € tapacity

136. Ssufang 45mw

Located in Tsingtao. this.station has probably
been expanded

137. Tzupo 50-100mw
The Nanting station in Tzupo—Fhere may be a
second thermal plant in Tzupo

SHENSI PROVINCE

138. Chinling 250mw

Location of this new station is not known A
second 125mw unit became operational in
September 1974

139. Paochi 50mw

Located in the city of Paochi

140. Shihchuan HEP 135mw

On the Han River in Shihchuan Has three units
141, Sian #2 54mw

The Pachiao station

142, Sian #3 250mw »
TheHlhsign station

SINKIANG UIGHUR
143. Kuerhio HEP 50-100mw
On the Kungchiao River near Kuerhlo

144, Weihuliang 7T3mw
In Wulumucht (Urumchij

SZECHWAN PROVINCE

145. Chenglu 250mw

Completed in 1959

146 Chungehing 112mw

Thermal station #507

147 Hsiaoshihtzu HEP S0mw

In the vicinity of Loshan . down the Yangtze from
Luchou

148. Lungchi HEP 10Bmw

A cascade system on the Lungchi River near
Changshou System includes Shihtzutan HEP
48mw. Shangtung HEP 11mw. Huilungchai HEP
16mw, and Hsiatung HEP 33mw

149. Minchiang HEP 360mw

0n the Min River near Ipin

149(a). Mofangkou HEP 37.5mw

0n the Chengtu-Kunming AR south of Mienning
150. Paimamiao 50mw

A thermal station at Neichiang

TIBET PROVINCE

151 Chinho HEP 50mw
Beheved to have four 12 Smw unils. but may be
smaller In the wicinity of Changtu
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are of the “labor-intensive,” carth-filled type. Dams
may be either “run-of-river” or storage (reservoir),
and there may be at least one pumped storage system.
The PRC has over 250 large reservoirs, those with
storage in excess of 100 million cubic meters. Power
houses are found both at the foot of the dam, even
under the spillway, and downstream, sometimes at a
considerable distance to increase the head.

Many of China's dams are designed with irrigation,
flood control, or navigation in mind, as well as power
generation. Fish breeding and water for industrial
and municipal use are also factors. Because of higher
irrigation demands during dry periods, many Chinese
hvdroelectric stations are unable to realize their full
generating capacity the vear round. This is particu-
larly true of the huge number of small hydro stations
found in the PRC at which annual hours operated
are below 2000; but even at the 900-mw Tanchiangkou
hydro in Hupeh, output at low water has fallen below
4097, of capacity.

In Honan, according to China's news agency, the
capacity of the thousands of small hydros, for exam-
ple, has reached 102.6 mw, but during 1976 only 200
million kwh were generated, resulting in a verv low
annual operating rate of 1950 hours or 2297 In water-
rich  Kwangtung in 1975, the 12,700 small hydros
operated at 3197 utilization.

Among China’s newer hvdroelectric stations, Liu-
chia and Tanchiangkou deserve praise since both
are  Chinese-designed, constructed, and  equipped.
Liuchia, on the upper reaches of the Yellow River
above Lanchow in Kansu, is situated in a canvon
with the crest of the dam 147 meters above the river;
effective head is 100 meters. This is China’s highest
dam, but the width is only 100 meters. Storage behind
the 1,225-mw facility is 5700 million cubic meters.
The power house contains China’s only 300-mw hydro
unit, as well as four 225-mw units, all supplyving power
to 220-kv wtransmission lines and to China’s only
330-kv line. The station is nominally capable of gen-
erating about 5.700 million kwh annually, a 537 rate
of operation. The first power was received from
Liuchia in April, 1969, and the last generator became
operational at the end of 1974,

The Tanchiangkou hyvdro is on the Han River in
Hupeh, 687 kilometers upstream from the Yangtze.
It is an extremely important facility for controlling
floods on the Han (80,000 people were drowned in
1935), as well as for providing irrigation water in
Hupeh and Honan. A 150-ton ship lift, the first in
China, permits small vessels to transit the dam and
navigate another 150 kilometers upstream. Construc-
tion was started in 1958, the first generator was turned
over in 1968, and the sixth and last of the 150-mw
units at Tanchiangkou became operational in 1973,
The station provides well over half the power gen-
erated in Hupeh.

The much-publicized, Soviet-designed, Sanmen dam

32

and power station has never reached its planned ca-
pacity of 1,080 mw. The heavy silt load of the Yellow
River forced the Chinese to revamyp the project and
lower its planned capacity to 200 mw. Only one 50-mw
turbo-generator is believed to be operational. The size
of the large Wuchiangtu hydro under construction in
Kweichow is unknown.

The PRC has six hydroelectric stations with ca-
pacities in excess of 500 mw and another three be-
tween 300 and 500 mw. Two of these nine stations
are on the Yalu River where power is shared with
North Korea. Table 5 shows all hydroelectric stations
of 300 mw or more, svstems of dams on major rivers
and tributaries, and China’s four major cascade sys-
tems. The other smaller hvdros may be found in
Table 4.

The drive to assist the modernization of agriculture
and to bring electricity to China’s rural communes
from small hydroelectric plants saw its greatest surge
in the past seven vears when the number of small
hydros grew from 15,000 to 65,000, Typically these
stations average only 50-kw in capacity, and some are
as small as several kilowatts, In the mini-turbine
range. the Tientsin Electric Gear-Drive Design Insti-
tute has designed seven models from 250 watts to
12 kw which can be manufactured on the commune
itself. Although inefficient compared to larger units,
both in hours of operation and in cost per installed
kilowatt of capacity, China's small hydros have a
major impact on the local economy, providing flood
control, irrigation, and some power without making
demands on major production facilities or on the
underdeveloped power transmission system.

Other Power Generating Facilities

Although the PRC has run a small nuclear reactor
and has shown considerable interest in nuclear power
plants, none is in operation, thought to be under
construction, or contracted for from a foreign source
of supply.

Gas turbine power development in China is not
advanced. Although a 6-mw unit was manufactured
in 1965, ten years elapsed before the first Chinese-
designed 10-mw turbine for power purposes was
manufactured. In China gas turbines are used for
both base load and peak shaving purposes. The gas
turbines purchased from Belgium, the UK, and Japan
at 8.5, 20, and 25 mw, respectively, are mostly for
power generation, although some are being used as
mechanical drives. The two rail mobile units of 9
mw each supplied by Canada can be used for emer-
gency power gencration; one wonders whether they
found application at Tangshan after the devastating
July, 1976, earthquake.

By 1971, the Chinese had an experimental geo-
thermal power generator in operation in Fengshun
county in Kwangtung. Design capacity was 86 kw. In
1972 construction of another geothermal station was

THE CHINA BUSINESS REVIEW



Table 5
- MAJOR CHINESE HYDROELECTRIC
SYSTEMS
Yellow River (moving upstream)
Sanmen, Honan 50 mw
Chingtung, Ningsia 225 mw
Papan, Kansu 180 mw
Yenkuo, Kansu 300 mw
Liuchia, Kansu 1,225 mw
Yalu River (moving upstream)
Supung Dong Sui, Liaoning 700 mw
Hulutao Unbong, Kirin 300 mw
Sungari River
Tafengman, Kirin 590 mw
Han River and tributaries
(moving upstream from the Yangtze River)
Tanchiangkou, Hupeh 900 mw
Huanglungtan, Hupeh 150 mw
Shihchuan, Shensi 135 mw
Fuchun River and tributaries
(moving upstream)
Fuchun, Chekiang 260 mw
Chililung, Chekiang 420 mw
Hsinan, Chekiang 652.5 mw
Huangtankou, Chekiang 30 mw
Min River
Min, Szechwan 360 mw
Cascade Systems
Kutien, Fukien (4 stages) 158 mw
Maotiao, Kweichow (6 stages) 250 mw
Lungchi, Szechwan (4 stages) 108 mw
Ili, Yunnan (4 stages) 172 mw

started in Ninghsiang county in Hunan. After trial
operation toward the end of 1975, output of the
single generator was stabilized at 300 mw. Another
geothermal project got underway in Huailai county
near Peking in 1974, Tientsin University has trial
projects underway to develop further both geothermal
and solar electric power production.

Power Transmission and Distribution

China's three principal power grids are located in
the Northeast (centered on Liaoning and Kirin),
North (centered on Peking, Tientsin, and Tangshan),
and East (centered in the Shanghai area). Newer
provincial or regional grids are being gradually ex-
panded and now cover many important consuming
centers in Shantung, Hupeh, and Kwangtung.

Also noteworthy is the trunk line running all the
way from Chengchou in the east through Loyang,
Sian, and Paochi to Lanchou with an extension north-
westward to Yumen. Reference to the map provides
some idea of China’s major power distribution links,
those at 110 kv and higher. The links shown are
known to exist; but almost certainly there are many
other links to known power stations about which data
are lacking. Information on which power plants are
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linked to regional grids is poor, as are details of grid
capacities, interchange capabilities, and load manage-
ment.

Major transmission lines, carried on both steel and
reinforced concrete towers, are 110, 151, and 220-kv
with one 330-kv line in operation. Distribution lines
are 35, 11, and 6-kv carried predominately on concrete
poles in wood-shy China. These distribution systems,
plus locally generated hydroelectric power, now bring
electricity to over 757 of the communes in the PRC.
Domestic consumption is at 380-v and 220-v, 50 hertz.

Experimental work is being done in China on
500-kv transmission systems. Ratings of this mag-
nitude, perhaps of the high voltage direct current
(HVDC) tvpe, are necessary if China decides to expand
significantly its hydro resources, which are generally
substantial distances from major points of consump-
tion. As recently as 1973, HVDC played no part in
Chinese planning.

Power Generation and Demand

Electric power generation in China during 1976 is
estimated to have been 129 billion kwh compared
with 2,036 billion kwh in the United States. Table
6 shows China's generation of electric power for
selected years.

Industry consumes the lion’s share of Chinese
power, about 709, with about 159, going to agri-
culture, transport, residential and commercial use, and
construction. The remaining 1597 is used at the power
station or is lost in the transmission process. Other
than agriculture, the consuming sectors of the econ-
omy pmbuhly consume no more than 59, of output.
Chinese railroads are mostly steam or diesel powered
although the major new rail link between Chengtu
and Paochi is electrified.

Consumption of power in agriculture runs about
109, of the total, a major share of this being gen-
erated by the 65,000 small hydroelectric stations found
in China. In addition to the traditional agricultural

Table 6

GENERATION OF ELECTRIC POWER

IN THE PRC

(billion kwh)
Year Generation Year Generation
1949 4.3 1971 86
1952 743 1972 93
1957 19.3 1973 101
1961 31.0 1974 108
1965 42.0 1975 121
1970 72.0 1976 129

1977 (est) 145*

* Based on estimated mid-1977 rated capacity being operated
3600 hours
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requirements for power, including widespread pump-
ing for irrigation, China’s communes support many
repair facilities and small industrial enterprises, all
power consumers.

It seems evident from China’s continuing calls for
power conservation that the supply does not fully
meet all demand. There is evidence, for example,
that some f[actories operate on staggered hours or on
Sunday to even out load factors. Street and home
lighting is at extremely low wattages. Other evidence
of power shortages has been seen: for example, the
1976 carthquake damage at Tangshan crippled power
supplies to the North grid, at least temporarily. But
compared with the Chinese coal and steel indus-
tries, the power industry has fewer problems, and
considerable satisfaction should be taken in the prog-
ress that has been made to meet the economy's de-
mand for power, especially in the 1970’

Lack of information prevents estimates of the aver-
age demand or load on power plants and systems in
China; plant factors usually cannot be calculated.
The number of hours the PRC’s power plants must
be operated at rated capacity annually to produce
the estimated power generated can be determined,
and this figure serves as one measure of the efficiency
with which the industry is operated. In China the
annual average hours of operation dropped below
2800 in 1962 when lack of demand idled capacity
following the Great Leap Forward. After another low
during the Cultural Revolution, this indicator has
steadily risen, and in some recent years has exceeded
4000 hours, a respectable figure, although the 1976
index was only 3750 hours. Hours of operation differ
for thermal and hydro plants. In China, where at
times irrigation has priority over power generation or
where periods of low water may be extensive, rates of
hydro operation are low.

With the acquisition of more modern generating
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facilities from abroad, with the continued installation
of largerscale, more modern, domestically manu-
factured units, with an increasing share of power
being generated by thermal plant in the immediate
future, and with better management generally, the
utilization rate should rise.

Manufacture of Power Generation Equipment

Since the Cultural Revolution, the Chinese have
significantly augmented their capability for producing
electric power generating equipment. Manufacture of
such equipment over the five-year period 1971-1976
was greater than the total amount of power equip-
ment produced in the years 1919-1970. Output in
1975 was seven times that in 1965, an average annual
rate of growth of about 21.59,. A further indication
of this growing Chinese capability is seen in the de-
cline of large turbo-generator set imports from the
USSR and Crechoslovakia and in the export of turbo-
generators up to 50 mw. Despite this increased capa-
bility, China alone cannot construct sufficient power
stations or produce enough equipment to mect de-
mand in the immediate future-——generating plant and
equipment will continue to be imported.

The Chinese are capable of serially manufacturing
an integrated array of thermal generation, transmis-
sion. and distribution equipment centered on 400-
metric ton/hour (mt/h) steam boilers, 125-mw steam
turbines and 72.5-mw hydraulic turbines, and 110/220-
kv transmission lines. Boilers of 935 mt/h, steam tur-
bines of 200 and 300 mw, hydro turbines of 150 mw
(6 units by 1977), 225 mw (4), and 300 mw (1), and
transmission lines of 300 kv are in the first several
vears of operation. Design of boilers and ancillary
equipment to support 600-mw turbo-generators is
thought to be underway. Development and produc-
tion of power gas turbines, nuclear reactors for electric
power, and a wide range of process control instru-
mentation and communications equipment either has
not started or is still at a very low level.

Other serially produced units include medium and
larger hydraulic turbines of 37.5, 50 and 72.5 mw and
steam turbine generator sets of 25, 50, 75, 100 and
125 mw.

While the leading producers of equipment for the
power industry are still centered in Shanghai and
Harbin, the deliberate policy of geographic dispersion
of industry now permits the production of equipment
in many areas. The most important new facility is at
Teyang which, along with the Chungching factory,
now provides inland Szechwan with a capability to
produce 200-mw steam and 150-mw hydro units. The
ability to manufacture a wide range of equipment in
the smaller sizes, up to 15 mw, is widespread. The
production of equipment for the many small hydros
is now found in many counties of the southern prov-
inces. Table 7 shows the major producers of boilers,
turbines, generators, transformers, switchgear, and

THE CHINA BUSINESS REVIEW



Table 7

ELECTRIC POWER EQUIPMENT MANUFACTURING PLANTS IN THE PRC

Plant and Location
Steam Boilers
Harbin Boiler Plant

Shanghai Boiler Plant

Peking Boiler Plant

Other Boiler Plants

Turbines and Generators
Harbin Turbine Plant

Harbin Electrical
Machinery Plant
Shenyang Blower Plant

Shanghai Turbine Plant

Shanghai Electrical
Machinery Plant
Peking Heavy Electrical
Machinery Plant
Peking Steam Turbine
and Generator Plant
Tientsin Electrical
Machinery Plant
Tungfang Electrical
Machinery Plant,
Teyang, Szechwan
Other Turbine and
Generator Plants

Power Transformers

Shenyang Transformer
Plant

Sian Transformer Plant

Paoting Transformer Plant

Other Transformer
Plants

Switchgear Plants

Shenyang Switchgear
Plant

Sian Switchgear Plant

Shanghai Switchgear
Plant

Wire and Cable Plants
Shenyang Wire and
Cable Plant
Shanghai Wire and
Cable Plant
Other Wire and
Cable Plants
Other Power Equipment Plants

Equipment Produced

One of the PRC's two main boiler manufacturing plants; with a capacity to
produce boilers for 1,000 mw of generating capacity; capacity to 3,000 mw by
1980. Since 1970 has produced boilers to 670 mt/h, 140 kg/cmz2, and 570/570°C
for 200-mw turbines. Has program-controlled tube bending lines.

The other chief boiler plant; started with Czech assistance. Boilers are pro-
duced to match turbines in the 25 to 125-mw class and possibly to 300-mw.

A major facility but less important than Harbin and Shanghai. Works in concert
with the two turbine producers in Peking.

Approximately a dozen plants in Wuhan, Hangchow and elsewhere produce
power boilers, mostly drum types in smaller sizes; these plants produce indus-
trial boilers as well. In addition a number of heavy machine building plants
manufacturing pressure vessels could produce power boilers.

Manufactures steam turbines in the 12.5/25/50/100/125/200-mw class. Also
produces 72.5-mw, 225-mw, and the first Chinese 300-mw hydro-turbine.
Produces generators to complement the turbines produced at the Harbin Tur-
bine Plant. Manufactured the 225-mw rated generators for the Liuchia Dam.

Seam turbines up to 50 mw manufactured here under Siemens (West Ger-
many) licepse will be used to drive compressors, also built here.

A lead turbine plant serially manufacturing steam turbines in the 25 to 300-mw
class. Has apparently produced 6-mw and possibly 10-mw gas turbines.
Generators up to 300 mw manufactured here complement turbines produced at
the Shanghai Turbine Plant.

Produced steam turbo-generator sets up to 100 mw.

Does developmental work with Tsinghua University and manufactures some
turbines for the Peking Heavy Electrical Machinery Plant.
The production of 80-mw turbo-generators planned for 1976.

A new facility reaching full capacity in 1974. Produces 150-mw hydrogenerators
and 200-mw steam turbo-generators. Supplied the turbines and generators for
the Tanchiangkou Dam. May produce boilers.

Turbines and generators in the size range 1-mw to 50-mw are produced at
some 15-20 smaller manufacturing plants, including Wuhan and Chungching.
100-mw steam turbine plant under construction in Hangchow, to start in 1978.

The most important transformer producing plant in the PRC. Manufactures a
series of 50 transformers in 850 variations, the largest being 260 mva.

China's first 330-mva power transformer built here.

Has manufactured 100-mva transformers.

Other facilities at Shanghai, Changchow, Lanchow and elsewhere manufacture
distribution and other smaller transformers.

A large manufacturer of power circuit breakers and other switchgear.

Manufactures large circuit breakers for power stations.

Manufactures oil circuit breakers to 220-kv, 1000-a, 7000-mva. Also produces
sodium hexafluoride insulated 35-kv, 400-mva circuit breakers. A high voltage
laboratory contains a 2.4 million-volt impulse transformer capable of delivering
one million volts. Some switchgear products are exported.

China's major cable manufacturer. Has produced aluminum and copper wire
and cables. Has produced 220/330-kv power cable and researches cable.
Manufactures 220-kv oil-filled conductors and paper insulated power cable
to 300 kv.

Smaller plants in Tientsin, Chengchow, Chungching, Kunming, Hsiangtan, and
elsewhere produce wire and cable for power applications.

The many other components needed by the electric power industry are widely
produced in China, especially in the smaller sizes for the countryside.
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Wuchiangtu Hydroelectric Power Station under construction
in Kweichow Province, July, 1977.

power cable. Their location is shown on the accom-
I):lll}'lng nlill).

Although hundreds of items of equipment are
necessary for power systems, the manufacture of
turbine-generator sets is probably the kev element in
estimating productive capacity. Information permits
only a gross assessment, but a review of China’s tur-
bine and generator manufacturing facilities suggests
the following annual capacities: Shanghai, 1,200
1,400 mw; Harbin, 1,000-1,200 mw; Peking, 500 mw;
Teyang, 400-500 mw; and all others, 400 mw. On this
rough basis the PRC appears now to have a nominal
capacity for turbo-generator sets of 3,500 to 4,000 mw
annually.

This capacity does not necessarily permit the net
addition to national generating capacity of 3,500 to
4,000 mw annually, however. The capacity is not
fixed and varies with the size of unit being manu-
factured; and, on occasion, productive floor space in
these machine-building plants must be allocated to
the production of industrial drives, electric motors,
and other non-generating equipment. Finally, not all
of the output can be figured for net additions since
obsolete units must be retired.

The PRC's ability to produce up to 4,000 mw of
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annually is noteworthy. It
ability to increase boilers,
and all the ancillary equip-

turbo-generator capacity
implies a concommitant
transformers, substations,
ment required by the power industry if it is to be
developed in balanced fashion. It provides no meas-
ure, however, of the considerable effort that
must be devoted to scaling up to 600 mw, to a gas
turbine program, to nuclear power, to boiler water

very

treatment and boiler tube metallurgy as pressures and
temperatures are increased, to better grain-oriented
silicon steel sheet for lower watt loss transformers, to
process control computers and associated software,
and to a host of other areas.

Future Development

At the Fourth National People’s Congress in Jan-
uary, 1975, Chou En-ai laid down China’s goal of
moving into the front rank of nations by the year
2000. The important Taching Conference of May,
1977, revalidated Chou's goal and added an inspira-
tional call for China to overtake the United States
economically by the close of the century or soon there-
after. Current Chinese economic policy seems dedi-
cated to getting the economy back on the track fol-
lowing the difficulties in 1976 and earlier, caused by
the “gang of four.” China now appears to be laying
the groundwork for a sweeping modernization of
industry, agriculture, national defense, and science
and technology.

Rapid electric power growth is essential to these
basic Chinese aims. The enormity of the task facing
the Chinese in overtaking the United States, however,
may be seen from the fact that the PRC's generat-
ing capacity would have to grow by over 129} an-
nually for the next twenty-three years just to reach
the 1976 American capacity or by over 179 annually
to reach the US capacity projection for the year 2000.

Of course, the ambitious goal of overtaking the
United States is not predicated solely on matching
electric output, but increases in power
capacity are closely linked with industrial growth. A
study of twelve rapidly industrializing countries in
the 1960's showed that industrial growth requires

pPe wer

power to grow about 1.4 times as rapidly as industry
as a whole. The Chinese experience has been similar,
with this ratio at 1.6 during the period 1952-1975,
but dropping to 1.3 during 1971-1975.

Rates of industrial growth in the immediate years
ahead are neither publicly projected by the Chinese,
nor easily predicted. In the twenty-three year period,
1952-1975, the PRC's industrial growth averaged an
estimated 119/, annually, although in 1976 it was prob-
ably under 29, In 1977 growth may be quite high,
109, or more, as the economy rehounds by activation
of idle capacity from earthquake damage, by comple-
tion and start-up ol some foreignsupplied plants,
and from improved morale in the country.

At what level China's industrial growth can be sus-
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tained during the balance of the Fifth Five-Year Plan
(1976-1980) and on through the Sixth to 1985 can
only be speculated. There is reason to believe, how-
ever, that it could continue at the relatively high
level of 129 -
stability, its problem-solving capability, avoidance of

Much will depend on the regime's

further natural calamities, and a willingness to be
more flexible. The Taching Conference has already
signaled increased priority for investment in the
power, coal, and steel industries.

In addition, more disciplined management of the
economy at all levels, improved technical leadership
now that it is correct to he “red” and “expert,” and
a willingness to increase the import of foreign plant
and technology are all Tatent factors in growth poten-
tial. Should the PRC choose to use more extensively
“deferred payment” financing, technical assistance
agreements, or exhibit flexibility by permitting “buy
back” compensation for purchase of foreign plants,
additional growth might be realized. The ability of
the Chinese to maximize hard currency earnings from
oil exports is likelyv to be crucial.

If an average 129 industrial growth is realized
annually through 1985, then power capacity must
advance more rapidly, at least at 159, (1.25 times
industrial growth). At 159, vearly growth, generating
capacity on December 31, 1980, and 1985, the end of
the Fifth and Sixth Five-Year Plans, would be 65.4
and 132 thousand mw, respectively.

The annual increments to generating capacity re-
quired by the 1980 and 1985 estimates are extremely
onerous, ranging from the addition of 5.6 thousand
mw this year to 18 thousand mw in 1985. Since the
PRC’s generating capacity expanded by an average of
only 8.3 thousand mw yearly, 1972-1976, this would
place a great strain on Chinese power equipment
manufacturing capability but is not out of reach,
providing domestic production is coupled with a sus-
tained program of imports such as occurred during
1972-1975.

Some of this capacity is yet to come on line (the
foreign power plant projects for the Tangshan and
Tientsin areas, in particular, have been delayed) and
will swell additions to generating capacity in 1977-
1979. The current danger is the long lead time asso-

Table 8
PROJECTED GENERATING CAPACITY
FOR THE PRC
(thousand mw)
Annual
Installed Increment
1975 34.0 4.0
1977 43.0 5.6
1980 65.4 8.5
1985 132.0 18.0
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ciated with getting 500 and 1000-mw fossil-fired
steam electric plants on line. China will require
plants of this magnitude. Import contracts must be
placed now for capacity that will become operative
in 1981-1982 at the earliest.

If this analysis is correct and the Chinese hold to
their program for modernizing the economy, a clear
market exists  for foreign-supplied electric  power
equipment and plant that should be substantially
larger than the 1972-75 program when over 4100 mw
of capacity was purchased abroad at a cost of almost
S350 million. Expectations should center on purchase
by the Chinese of coal and oil-fired steam electric
plants with one or two generating units in the 500 to
1000-mw range. In the area of equipment of 125 mw
and below, the Chinese are reasonably selfsufficient,
except for gas turbines. It would make sense for the
Chinese to enter into a technical assistance agreement
for the manufacture of gas turbines of 25 mw and
higher for both peak shaving and base load service.

With its relatively abundant reserves of oil and
coal, the PRC need not be driven into a rapid nuclear
power program. Nevertheless, it seems likely that they
will want to contract for one or more nuclear stations,
it only to keep up with technological development.
The Chinese have shown a definite interest in the
acquisition of nuclear power technology from abroad,
both at home and during visits to nuclear facilities in
Japan and Western Europe.

What is not so evident in the crude quantitative
analysis of what China may require by 1985 is the
changing technological characteristics of the capacity
to be added. A major portion of the new capacity will
be larger and more complex. Technological prob-
lems will require solution as higher operating tem-
peratures and pressures are encountered, as improved
process control and environmental equipment are
required, and as the plant and equipment size scale-
up continues to affect new design in all areas of
power generation, transmission, and distribution.
These qualitative aspects of the incremental capacity
required add another dimension to the problems fac-
ing the Chinese electric power industry. %
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Exporter$
Notes

Briefly:

® China's worldwide technology
survey intensifies, includes look at
US plants, technology; CCPIT says
it expects visit to US will bring
“positive results.”

* US sales mediocre in 1977 so far,
but outlook good for later in the
year and 1978.

® Chinese buy two offshore drilling
rigs, one jack-up, one semi-sub-
mersible, with total of over $15
million US equipment.

® Ingersoll-Rand, de Havilland,
Continental Can make sales; urea
and polyester fiber also sold in
quantity.

e DOD changes export control pos-
ture.

e Two US electronics groups visit
China.

e Caltex sending Taching crude to
Australia, may buy more for Japan.

THE RULES OF THE GAME
HAVE CHANGED

In the words of one US businessman,
it has been “wide-open” in late sum-
mer negotiations with the Chinese in
Peking, and “the rules of the game
have changed completely.” As of late
September, the Chinese were more
flexible in contract talks,
shorter presentations, and generally

required

were making business easier and more
efficient. Along with the improved at-
mosphere, business has been good, too.
In one week from mid-July to mid-
September, five U.S. companies sold
China $25 million worth of petroleum
related equipment, the bulk to be de-
livered by April. There are indications
that the Chinese may buy $50-100
million worth more from the U.S. and
other countries in the next six months.
Educated guesses are that these pur-
chases will be in the areas of seismic
exploration equipment, offshore equip-
ment, pipelining, transportation equip-
ment, and metering and instrumenta-
tion.

GENERAL

Mood of rising anticipation as
China’'s global technology survey

38

continues, American exports to
(}hina flounder, but prospects are
strong. The value of US goods sent
to China in the first eight months of
1977 was $81.6 million compared with
US imports during the same period of
$136.1 million. However, prospects for
export shipments in the last few
months of 1977 are surprisingly good.
KI)(')\‘:’I] ()rtlers f()r cotton,
fiber, urea, and some heavy equip-

polyester

ment should be substantial enough to
push US exports up to the $160 mil-
lion mark by the year’s end, compared
with $185 million in 1976. Initial read-
ings on the China Council for the
Promotion of International Trade
(CCPIT) delegation, which toured the
US during September, show Chinese
buyers interested in several types of
US turnkey facilities, including steel
smelting, aluminum smelting,  syn-
thetic rubber, and several other petro-
chemical processes. The CCPIT pre-
dicted “positive results from the trip.”
In addition, purchases of US petro-
leum and mining equipment arc ex-
pected to begin either late in 1977 or
early in 1978. Sales have already been
noted of two offshore drilling rigs, a
pOWer recovery unit, seismic airplanes,
and various commodities. With an ap-
parent relaxation in US export con-
trols, the path to American markets
may be simplified for Chinese buyers.
The current mood among China
traders is one of rising anticipation.
While CCPIT officials toured Ameri-
can factories, similar metallurgical and
petrochemical  teams were inspecting
similar plants in Japan and in West-
ern Germany. The Chinese Packaging
Corporation, as a case in point, is
sending delegations to Sweden, Can-
ada, and the United States this Sep-
October. Most experts
the Chinese determined

tember and
agree that
their import requirements in the
spring and early summer of 1977.
Now, through the end of the year, they
are inspecting the leading manufac-
turers of these products across the
globe. Finally, after comparing the
various types of equipment in Peking,
the orders will begin to go out, prob-
ably after the first of the year.

TWO OFFSHORE RIGS SOLD

China buys first semi-submersible
drilling rig, including $5-6 million
of US equipment, can now explore
to edge of continental shelf. Go-
ing against the popular wisdom that

China would continue to purchase
jack-up drilling platforms, Chinese
irade officials this summer purchased
the semi-submersible drilling platform
Borgny-Dolphin, valued at between
$27 and $40 million. Both more ex-
pensive and more difficult to operate
than jack-up rigs, the semi-submersible
marks China’s entry into a new era of
offshore petroleum exploration. Pre-
viously purchased drilling equipment
had given Chinese geologists the capa-
bility to drill to 25,000” in up to 300
of water, but with this new purchase
their capacity will be expanded to a
600" water depth (possibly over 1,000"
with alterations) and 30,000 drilling
depth. The new rig will enable the
PRC to drill to the 200-meter level,
the edge of the continental shelf. Per-
haps more important than the expan-
sion in China’s exploration horizons
is the exposure to a new generation of
offshore drilling technology that the
Borgny-Dolphin  brings  to China.
Completed in February, 1975, in an
Oslo, Norway, shipyard, the Borgny-
Dolphin is an Aker H-3 design rig,
primarily with American
hardware. (For a list of equipment
aboard the Borgny-Dolphin, contact the
Council) The rig was designed and
Houston-based Dolphin
owner

equipped

operated by
International  for
Fred Olsen, who actually completed
the deal with the Chinese. Originally
designed for use in the North Sea, the
Borgny-Dolphin has been contracted by
Monsanto, Conoco, and Mobil in the
past two vyears. After a training pro-
gram, stipulated in the contract, is held
for the Chinese in Stavanger, Norway—
a program in which representatives
from the American suppliers will par-
ticipate—the rig will be towed to
China by barge under the command
of a skeleton Western crew. The even-

Norwegian

The Borgny-Dolphin.

—
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tual site of the Borgny-Dolphin is not
yet known.

ROBIN LOH RIGS: ONE BOUGHT,
ONE BROKEN, AND ONE
UNKNOWN
Singapore’s Robin Loh has long en-
joyed a special relationship with
China’s off-shore drilling rig buyers.
In July 1977, a third Robray jack.aup
drillin latform was delivered into
Chinese hands, this one from the Japan
Hitachi Shipyards. The rig, valued at
roughly $30 million, is the same model
as the other two Robin Lol rigs sold
to China in May 1975. Designed in
1973 by Houston's ETA Engineering,
the rigs were constructed with a patent
held by Armco and licensed to Mr.
Loh. All built to drill in water up to
300" to depths of 25,0007, the only
major difference between this latest
sale and the two earlier ones is that
the last rig was built in Japan rather
than in Singapore. All three rigs are
loaded with American equipment, esti-
mated between $10 and $15 million
worth per rig. Major suppliers include
Armco’s National Supply, Caterpillar,
Cameron, Hydril, Cummins, Stewart
and Stevenson, LeTourneau, and
Armco. (For details of equipment see
National Council Special Report No.
16.) First rig encounters trouble. just
as the latest Robin Loh rig was arriving
in China, apparently the first unit was
experiencing substantial  difficulties.
Having been delivered to China in the
latter half of 1976, the first jack-up
rig was sent to prospect for oil off
the Chinese coast in the Gulfl of Ton-
kin, some observers speculate. One the-
ory suggests that the rig ran into a
typhoon while en route 1o its drilling
site and had to put up in a Vietnamese
port for repairs; others speculate that
Chinese technicians experienced serious
difficulties in starting up the rig with-
out the customary training program
most buyers of such an advanced piece
of equipment attend. As is often the
case, the Chinese refused such a pro-
gram in negotiating the original con-
tract; they did, however, oversee much
of the construction of the rig in Singa-
pore and also participated in several
unofficial seminars held in Singapore
by supplier representatives. Regardless
of the origin of their problems, the
Chinese were sufficiently distressed over
the operation of the rig by early Au-
gust to request that a delegation from
six of the major US contractors come
to China to inspect the hapless rig. Ac-
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corgngly. 11 engineers and technicians
from General Electric, Westinghouse,
Caterpillar,  Ingersoll-Rand, Clark
Equipment, and National Supply en-
tered China through Hong Kong on
September 4. Prior to their arrival in
China, the technicians had no details
as to the exact purpose of their trip
and expected to stay roughly one week
in China. As it turned out, the tech-
nicians stayed two weeks, a large part
of which was spent waiting for the
weather to clear in Nanning, Kwangsi
Chuang. The team was eventually
taken to the rig, roughly 50 miles off-
shore from the town of Pakhoi, drill-
ing in approximately 170" of water
in the Gulf of Tonkin. The techni-
cians were on the rig for 5 hours and
later responded to a variety of Chi-
nese complaints about machinery per-
formance. The Chinese difficulties
seemed relatively minor, mostly stem-
ming from inexperience, causing, in
one case, improper lubrication and,
in another, misalignment. It is
unclear who will foot the bill for
bringing in the American technicians
to China. Although the equipment
was guaranteed when sold to Robin
Loh, all such warranties have long
since expired. It may be that Robin
Loh has guaranteed the equipment
and will have to finance the emer-
gency “house call,” or else, perhaps,
the Chinese themselves will pick up
the tab. In any event, the rig, once
it is in operation, along with its two
sister rigs elsewhere in Chinese waters,
will play a major role in the develop-
ment of China's considerable offshore
reserves in the coming year.

RECENT SALES

Ingersoll-Rand sells power re-
covery system to China. After over
eight months of communications with
the Chinese, New Jersey-based Inger-
soll-Rand  signed a contract with
MACHIMPEX in July, 1977, for the
sale of several million dollars worth of
equipment designed to recover power
wasted in petrochemical cracking f[a-
cilities. The machinery, which con-
verts waste gases from catalytic crack-
ers into mechanical energy. includes
an Ingersoll-Rand power recovery ex-
pansion turbine, an axial flow com-
pressor, and auxiliary equipment which
will be involved with a fluid catalytic
cracking unit. Although the company
had approached the Chinese in past
years through advertisements and direct
mailings on a variety of products, the

i - tepl.

first indication that the Chinese might
be interested in a power recovery sys-
tem came with an invitation to the
firm to submit a quotation on this type
of equipment, late in 1976. Since the
invitation was somewhat vague, the
company executives responded with a
request for detailed information on
China’s requirements. After some hesi-
tation, a clearer request was made, and
Ingersoll-Rand returned its quotation
during the early months of 1977
Shortly thereafter, the Chinese invited
Ingersoll-Rand to send a team into
Peking to discuss the quotation. These
discussions lasted roughly six weeks,
well into May, as company officials ad-
dressed themselves to both MACHIM-
PEX negotiators and actual end-users.
After a short break in discussions, the
company returned to Peking in July
and signed the final contract. Certain
details, such as the training of Chinese
personnel and the supply ol spare
parts, are still under negotiation. The
equipment is expected to be delivered
in late 1978.

Canadian Seismic Prospecting Air-
craft Sold to China. De Havilland Air-
craft of Canada, Limited, announced
in June, 1977, that it had sold the Peo-
ple’s Republic of China three Twin
Otter aircraft, valued at roughly $6
million, to be used for seismic explo-
ration. The cost of the aircraft in-
cludes $1 million of special geophysical
survey equipment supplied by Scintrex
ol Toronto. A STOL aircraft, the
Twin Otter has good maneuverability
for drape flying and satisfactory single
engine performance. Two of the
planes, modified for photographic sur-
vey equipment, will be delivered to
China in early 1978, and the third,
adapted for the Scintrex array of geo-
physical equipment, will be sent to
China late in 1978. The aerial geo-
physical survey cquipment includes
Scintrex’s Tridem, three frequency in-
phase/quadrature measuring electro-
magnetic system for mapping of earth
conductivities; the SE-90 VLF electro-
magnetic system for regional structural
mapping: the MRM-1A high sensitiv-
ity magnetometer for basic geologic
mapping and the GAD-4/GSA-44 gam-
ma ray spectrometer system for map-
ping the distribution of uranium,
thorium and potassium. Auxiliary de-
vices such as continuous tracking
camera and radar altimeter are also to
be provided. All geophysical data, to-
gether with Doppler navigation infor-
mation, are to be recorded in both
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De Havilland aircraft.

analog and digital forms, the latter
on magnetic tape each hall second.
The equipment, reportedly for the
China Geological Survey Company of
the Bureau of Geology, can be used
to prospect for many natural resources
including base metals, iron, uranium,
ground bauxite, sands and
gravels, etc. As stipulated in the con-

water,

tract, Chinese airmen and technicians
will be trained in Canada to operate
and  maintain  the aircraft  and
survey cquipment. This sale comes as
the result of five years of de Havilland
marketing efforts in China. Beginning
with participation in the Canadian
Industrial Exhibition, held in Peking
in 1972, de Havilland
traveled to China on five separate
occasions to win the contract over
several other international firms.

China Buys Big: Polyester Staple
and Urea. As trade relations have
warmed between China and the US in
1977, major Chinese purchases of both

executives

American polyester staple and urea
have been made. During the first hall
of the year, some $9.2 million of poly-
ester staple and $1.8 million of urea
had been exported to China, but
industrial sources have revealed to
the Ching Business Review that these
sales are just the tip of the iceberg.
Reports indicate  that  America will
export some $21 million of polyester
staple to China in 1977 through con-
tracts with two major US suppliers.
In addition, another sale was rumored
for $450,000 of tow rod, to be shipped
to the PRC this year. At the same
time, almost S10.5 million of American
urea will be sent to Chinese buyers
in 1977. According to various sources,
the urea is being supplied by the
Collier/Mitsubishi jointly owned urea
manufacturing facility in  Alaska. It
has been reported by one account that
China has bought roughly S9 mil-
lion of the urea through Mitsubishi
International, although the amount of

40

urea is unclear. Collier Carbon and
Chemical has sold one shipment of
urea, approximately 14,000 tons of it,
to China in the second half of 1977,
and alternately, the price of this sale
is unclear because other factors entered
into the negotiation of the contract.
At a current market value of roughly
$110 per ton, the Collier part of the
sale was probably worth something
over $1.5 million. These two sales com-
bine to make 1977 a year in which the
US has sold more agriculturally related
material to China (excluding produce)
than in any previous years, During the
first six years of the 1970’s, China im-
ported annually an average of SI12
million of chemical nitrogenous fer-
tilizer. Japan traditionally has been
the largest supplier of chemical fer-
tilizers to China. Other sales made
in the past few months include a deal
made between Continental Can and
China for 2 million pop-top lids to be
used on cans of Chinese nuts for ex-
port. The deal came as a direct result
of Continental Can's participation in
a National Council
China in June of this year. Elsewhere,
the Chinese bought between 3 and 4
million dollars of US tallow, accord-
ing to informed sources. The produce
is to be delivered to China this year.

delegation to

DEFENSE DEPARTMENT REVISES
EXPORT CONTROLS
In a September 2 news release, Sec
retary of Defense Harold Brown re-
vealed that his department had pre-
pared “interim internal guidance to
control exports of critical US tech-
nology and related products.” This
new directive reflected many aspects of
the controversial “Bucy Report” which
was prepared for the Defense Depart-
ment a year ago by Texas Instruments,
Inc., President J. Fred Bucy. The
Brown memorandum to key Pentagon
officials followed the “Bucy Report”
in emphasizing control over the
export of US high technology pro-
duction skills rather than actual
hardware. Under the new guidelines,
US products may be exported to “po-
tential adversaries” as long as the
product’s inherent performance capa-
bilities, or the quantity sold, do not
constitute a significant addition to
the recipients’ military
which would be detrimental to US
security. According to Brown, the de-

capabilities

partment will support export licenses
for sales to non-market nations pro-
vided, “1) the product's technology

content is either difficult, impractical,
or economically unfeasible to extract,
2) the end product in question will
not in itself significantly enhance the
recipient’s military or warmaking capa-
bility, either by virtue of its technology
content or because of the quantity sold,
and 3) the product cannot be so an-
alyzed as to reveal US system charac
teristics and thereby contribute to the
development  of countermeasures to
equivalent US equipment.” The Chi-
nese Connection. The issuance of
these new regulations was of great
interest to PRC officials concerned
with  Sino-American trade, according
to a New York Times report. One
reason for this might be that China
has experienced considerable difficulty
with US export approvals in the past
five years. Two CDC Cyber computers,
requiring a license to be re-exported
to China through France, were held
up by control officials for over cighteen
months and only succeeded in obtain-
ing approval through executive inter-
vention. A contract signed by Amer-
ica’s  Sunstrand  Corporation  with
Chinese buyers for a 5750,000 five-
axis numerical control machine tool
(OM-3) was eventually scrapped due to
the company’s failure to obtain export
approval, according to informed
sources. This single machine tool, de-
signed to cut, among other things, jet
turbines, would probably have only a
small effect on PRC defense capacities
by itself, and was, futhermore, proba-
bly too technologically advanced for
the PRC to “reverse engineer.” Export
control policy at the time, however,
stipulated that the level of technology
in the Sunstrand machine be restricted
[rom COCOM nations. Under the new
regulations, this sale might now be
possible. The Defense release, inter-
estingly states that “(e)nd use state-
ments and safeguards are not to be
considered a factor in approving
exports,” except under ‘“Presi-
dential directive.” Some observers
feel this clause and other features of
the memo may actually make obtain-
ing an export approval more difficult
in the short term, and, possibly, per-
manently. This decision follows a sum-
mer of closed hearings of the Congres-
sional Joint Economic Committee in-
cluding testimony by the CIA and
DIA analysts on Soviet and Chinese
defense capabilities. In a late June
session, CIA Director Turner told the
Committee that China spends between
89, and 109, of its GNP on delense
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compared with between 119, and 139,
in the much larger Soviet econemy.
Furthermore, he noted that the per-
centage spent on defense in the Chi-
nese economy has declined since 1971
when  Sino-Sovier  friction began to
diminish. Later, Turner, an Admiral
himself, speculated that China’s de-
fense capacities were 15 to 20 years
behind Russia’'s and that “in general,
when it comes to aircrafts, ships, and
so on, what they have done is taken
the equipment that the Soviets have
given them (in the 1950's) and im-
proved upon it, but it is equipment of
older Soviet design.” In testimony the
following week, Lt. Gen. Samuel Wil-
son, Director of the Defense Intelli-
gence Agency, commented that while
China has conducted four nuclear tests
in 1976, the general development of
the country’'s defense, both nuclear and
conventional, in recent years has been
“evolutionary and on-going.” Accord-
ing to DIA experts the only equip-
ment China imported with “military
applications” in the last year were
twelve French Super Frelon helicop-
ters. Neither Admiral
General Wilson expressed serious con-
cern over a Chinese military threat at

Turner nor

the present time.

SINO-AMERICAN EXCHANGES—
GRAIN, MACHINE TOOLS,
ELECTRONICS

Sino-American exchanges increase.
The summer of 1977 saw a substan-
tial increase in the two-way traffic
between United
States. A five-man delegation from the
US Grain Cooperatives Alliance trav-
eled to the PRC on July 25 at the
invitation of CEROILS to hold talks

with Chinese officials concerning the

Peking and the

role of American cooperatives in world
grain trade and the possibilities of
American cooperative sales to China.
Also at the end of July, an eight-com-
pany delegation from the National
Machine Tool Builders Association
went to China to hold its second
seminar with China's MACHIMPEX
(the first, held in November, 1975,
yielded $9 million of US machine tool
sales). Companies participating in the
seminar were Producto Machine Co.;
Textron, Inc; Raycon Corp.; Sun-
strand Corp.; Teledyne Landis Ma-
chine; and Warner & Swazey Co. In
August, the Ohio Academy of Sciences
initiated a two-part exchange with the
Chinese Scientific and Technical Asso-
ciation by sending a ten-member dele-
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gation of US geographers [rom the
academic community to China, The
Chinese will respond with a reciprocal
delegation to the US in August, 1978,
The summer was capped with trips to
China by two American electronics
delegations (one industrial, one
professional). The first delegation,
sponsored by the Electronic Industries
\ssociation, was in  Peking from
August 8 to 17. The seven-company
industrial group explored the possi-
bilities of satellite communication serv-
ices with its Chinese host, MACHIM-
PEX. 'The Chinese are
interested in developing a domestic

apparently

telecommunications of their

own, but current Chinese technology

system

cannot develop and launch an effec
tive telecommunications satellite. US
export controls at the present time bar
the sale of US telecommunications
satellites to China, but after reviewing
the plans for the trip, Carter’s White
House sanctioned the EIA's going to
China for the seminar. The group,
while in China, not only met with
Chinese officials, but also had a chance
to tour the newly developed 10-
meter, Chinese-made earth station
which is in use near Peking. They
were the first American group to see
the station. For the Chinese to buy an
American telecommunications satellite,
the export control regulations would
have to be revised, and once bought,
the Chinese would probably have to
use Western (American, French, or
Japanese) launching services to posi-
tion the unit although the Chinese
have not discussed any plans for plac
ing such a device in space. The only
indication that they harbor such in-
tentions is an application, placed at
the International Satellite Union in
carly 1976, for two satellite positions;
this application will serve as a reser-
vation in space until the Chinese can
put their own equipment in orbit.
Chaired by Sidney Topol, President of
Scientific-Atlanta, the group included
representatives from California Micro-
wave, Collins Radio Company Inter-
national, GTE International, Hughes
Aircralt, I'T'T, and RCA. The second
electronics delegation, an Institute of
Electrical and Electronics Engineers
group, arrived in China at the end of
September under the sponsorship of
the Chinese Scientific and Technical
Association. This second group held a
seminar in Peking and was composed
largely of academic participants with
one delegate from Bell Laboratories.

Private companies also visit. In ad-
dition to the industrial and profes-
sional delegations going in and out of
Peking, many US firms have also
visited China in recent months to hold
substantive trade discussions. Mining
Safety Appliances held o seminar
and  visited Chinese mines in late
June. FMC’s Packaging Division gave
a seminar in Shanghai in August and
FMC’s Agricultural Chemical Division
gave a technical  presentation in
Peking in September. DuPont, along
with several other international firms,
is set to present talks on plastic pack-
aging in the fall. In computers, Con-
trol Data Corporation, National Cash
Register, IBM, and Sperry Rand are
all known to have been or have plans
to be in China this summer and early
fall.

TACHING CRUDE FOR CALTEX

Caltex ships Chinese crude to
Australia, may buy 100,000 more
tons from Taching. Caltex Interna-
tional sent 15,000 tons of Taching oil
from one of its affiliates in Japan to
Caltex Australia at Sydney's Kurnell
refinery in April of this year, accord-
ing to August's Petroleum News. The
shipment, which accounted for less
than 0.697, of China’s total oil exports
in 1977, estimated at between 7,450,000
and 8,450,000 tons, was an experiment
to see whether Australian facilities
could handle China’s Taching crude,
heavier and more viscous than Arabian
lights. Although Caltex does not ap-
pear interested in  continuing ship-
ment of Chinese oil to its Australian
affiliates, Petrolewm News further re-
ported that the company is consider-
additional 100,000 tons of

crude, to be purchased

ing an
Taching
directly by the American company,
for consumption in Japan. In 1977,
Japan is expected to import between
5.2 and 6.2 million metric tons of
through two importing
Company officials in the

Chinese oil
consortia.
United States would not comment on
reports of a Caltex
Chairman  James M. Voss, however,
did make his first visit o the PRC
since 1949 earlier in 1977. At the invi-
tation of the Chinese Ministry of
Chemical and Petroleum Industries,
the American executive met with “key
government officials in Peking” and
visited Chinese refineries in Peking
and Shanghai. The results of the dis-

pending deal;

cussions were not announced by the
company. %
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Importers
Notes

Briefly:

e China's selling push still con-
tinues.

e Another Chinese carpet fair, in
Tijuana, Mexico, will attract US
buyers.

e Light Industry Fair in Peking fea-
tures antiques, oil paintings, jew-
elry, and retail-style sales.

* National Council's Directory of
American Firms Importing from the
PRC has over 800 listings, now
available.

e China's Hong Kong agents busy
touring US, while China’s regional
CCPIT branches make inspection
tour of Hong Kong factories.

CHINA'S EXPORT FAIRS—From
Peking to Tijuana
A bamboo and bamboo products
mini-fair was held by the Native Pro-
duce Corporation in Kwangchow, Au-
gust 22-27. Details will be available in
the next issue of CBR. A Chinese
Carpets International Fair will be
held in Tijuana, Mexico, from October
12 to October 24, featuring Chinese
woolen carpets and silk carpets. The
fair is the result of an agreement be-
tween the Chinese Native Produce Cor-
poration and FEBCA, a Mexican “en-
terprise (whose) objective is to organize
and promote both domestic and inter-
national fairs and exhibitions.” A
group from CHINATUHSU will be
on hand to conclude contracts for the
goods on display and for shipments
from the PRC. Some US importers
who have purchased large quantitics of
Chinese carpets in recent months at
higher prices arc angered by the PRC's
decision to offer carpets more cheaply
just across the border, where it is easy
for other American companies to
come and buy at prices below what
those who import from China can
offer. Available at the fair will be
Peking super washed woolen carpets:
PM90 woolen carpets: Oriental woolen
carpets; Peking antique finished car-
pets; Peking silk carpets; Peking tus
sore (tussah) carpets; and a variety
of others. Also on display will be
the largest carpet in the world
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presently on the market, measur-
ing 27.8% x 57.99 feet, in a red floral
design with a 54 inch pile. Inter-
ested parties should contact FEBCA,
S.A., 1207 Torre Latinoamerica, Mex-
ico 1, D.F., Mexico; phones 518-32-37,
510-95-64, 521-59-57, 512-07-76; cable
BARTER MEXICO CITY; telex
01776299 BARTEME MEXICO. Ti-
juana has been the site of previous
Chinese fairs, including a large light
industrial products fair October 30-
November 16, 1975. The city, only a
15-mile drive from the US border and
a  half-hour from downtown San
Diego, can easily attract Chinese and
American businessmen in  southern
California, as well as American tour-
ists in Mexico. It is visited by more
Americans than any other foreign city.
Antiques were the main item of
interest at a July mini-fair held in
Peking by the Light Industrial Prod-
ucts Corporation, according to Amer-
ican traders who attend the event. At
least four US buyers made purchases
from among the goods offered by the
Tientsin, Shantung, Liaoning, Shang-
Crafts
branches. These goods included an-

hai, and Peking Arts and
tique jade, porcelain, silk embroideries,
scrolls, and jewelry, as well as contem-
porary silk carpets, oil paintings,
cloisonne,
lacquerware, and shell and feather pic-
tures. About 200 buyers from around

scrolls, silk  embroideries,

the world reportedly attended the fair,
mostly overseas Chinese from Hong
Kong and Singapore. There were also
a “handful” of Europeans, Japanese,
and Canadians, and approximately
fifty Chinese-American importers. Re-
ports differed sharply as to supply of
goods available, with one firm repre-
sentative asserting that “our buyers
were extremely pleased with the range
and quality of goods available,” but
another lamenting that he was only
able to procure 109, of the desired
quantity. The latter buyer said that
only the antique importers, who he
estimated made up about 759 of the
attendees, went away happy: the buy-
ers interested in contemporary Chinese
products  found supplies sadly de-
ficient. Most of the purchases were
made not in the Fair Exhibition Hall
(across from the Mindzu Hotel) itself,
but in the antique warchouses around
Peking. “We spent most of our time

in the warehouse,” commented one of
the American buyers. Jewelry and por-
celain purchases were especially high

in the warchouses. A branch of the

Bank of China was set up on the
ground floor of the exhibition hall to
enable importers to buy on the spot,
pay in cash retailstyle, and take the
goods with them when they departed.
“We made thousands of dollars worth
of cash purchases to bring back with
us,” reports one trader, “as well as
other purchases for shipment.” Prices
were the same as at the last fair, with
special discounts granted in a few in-
stances to bulk purchases (not Ameri-
cans). Delivery on shipped commodi-
ties was promised for no later than
September, a very prompt schedule on
the part of the Chinese. who often lag
behind in delivering purchases. One
American trader who could not find
all he wanted was told by a Light
Industry representative to “please con-
tact us at the Canton Fair or early
next year." American firms which at-
tended the mini-fair included China
Trade Corporation, Chase Pacific
Trade Advisors, and Don Altman As-
sociates. One of the interesting addi-
tions at this mini-fair was the first-
time availability of original oil
paintings painted in 1976 and 1977.
The painters themselves, winners of
an art contest at Peking University,
were on hand to talk with buyers.
The originals are reproduced by com-
mittees to sell to buvers. One floor ol
the exhibition hall featured these ad-
ditions to the Light Industrial Prod:
ucts Corporation’s offerings. Peasant
paintings by the farmers of Huhsien
(Hu County) in Shensi Province
went on show in department stores
and galleries across America in Sep-
tember, under the auspices of the
China Trade Corporation of New
York, which began to purchase this
widely heralded contemporary style of
Chinese art last year after it was writ-
ten up in the Smithsonian Magazine.
In the first part of 1977, the company
displayed the peasant paintings in 41
department stores including Kennedy's
in Boston, Famous Barr in St. Louis,
Joske's in Houston and San Antonio,
].W. Robinson in Los Angeles, D.H.
Holmes in New Orleans, and ].L.
Hudson in Detroit. Additional exhibi-
tion will be held from September,
1977, through the end of 1978, includ-
ing displays at the Rein Gallery in
Edina, Minnesota, and the Baltman
Gallery. New China Arts Corporation,
the art import arm of China Trade
Corporation, sponsored an exhibition
of these peasant paintings, as well as
needlepoint, oil, and water colors on
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silk, in July in conjunction with the
Massachusetts Port Authority and the
South Terminal Corporation. Details
of the company's 1977-78 art programs
will be in the next issue of CBR.

HONG KONG TO US, CHINA
TO HONG KONG

A delegation of Chinese bristles
sellers arrived in the US at the end
of September, at the invitation of the
National Council. The three-man
group from the China National Native
Produce and Animal By-products Im-
port and Export Corporation visited a
number of American
three different cities. A group from
Teck Soon Hong, Lid., Hong Kong
agent for China's Native Produce and

companies in

Light Industrial Products Corporations,
has visited the US for the first time.
After its arrival date on July 29, it
spent three weeks in New York, a week
in Chicago, and the remainder of the
trip on the West Coast, mainly in
San Francisco. The mission’s strongest
interest was in selling woolen carpets
and rugs, and silk carpets—followed
by tea; hog bristles and animal hairs;
a wide range of mats, mattings and
basketware; spices, essential oils and
aromatic chemicals; and industrial
raw materials such as gum rosin and
gum turpentine. Members of the
group were Lee Wen-chih, director and
sub-manager of Teck Soon Hong and
delegation leader; Lee Yuen-chiu, dep-
uty delegation leader; Yuan Chi-ming;
and Ma Man-shan.

Another Hong Kong group, from
China Resources, the official agent
in this British-administered city for
CHINATEX, visited the US from July
3 to August 12, The mission’s prime

©
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goal was to seek to improve trade rela-
tions with American companies for
Chinese garments, particularly in em-
broidered articles. The members also
indicated their willingness to take a
more active role in assisting American
companies with Hong Kong branches
and  American-owned
Hong Kong. (Previously, they served
only Chinese clients.)) This will most
likely be accomplished by trying to
arrange to have Canton Trade Fair

companies in

invitations issued from China, rather
than the Liaison Office in Washington,
for Americans residing in Hong Kong;
and by interceding on such Americans’
behalf in communications with the
PRC’s foreign trade corporations for
requirements special to US customs;
e.g., packaging and labeling require-
ments. In general, the group cxpre“mi
its desirc to work more closely with
Americans in Hong Kong in order to
improve the PRC’s export markets in
this country. While traveling in the
US, the mission was particularly in-
terested in stimulating business for
embroidered which  were
a strong item in the US market
28 vyears ago. Their original schedule
included Washington, DC; Florida:
the Virgin Islands:; Chicago; St. Louis;
New Orleans: Los Angeles; and San
they found that the
industry is now centered in New York

articles,

Francisco, but

and that
changed drastically. No business was
conducted on the trip; it was regarded
as an exploratory venture. A mission
from the Shanghai Branch of the
China Council for the Promotion
of International Trade visited Hong
Kong in September. [ts activities
included inspection of manufacturing
plants and nonbanking facilities owned
and operated by 28 US firms in that

market requirements have

city. The group, which was composed
of representatives from central and
provincial foreign trade organizations,
also visited plants owned by other
nationals, including Japanese and Ger-
mans. Their visit follows two others
made by other branches of the CCPI'T
earlier this year. All are part of a
continuing series of survey tours to
Hong Kong planned by the CCPIT.

IMPORTERS DIRECTORY FROM
NATIONAL COUNCIL HAS OVER
800 LISTINGS

A concise listing of who imports
what from China is now available from
the National Council. The Directory
of American Firms Importing from

the People’s Republic of China was
compiled in response to inquiries re-
ceived by the Council over the last
several years regarding imports from
the PRC. Whether you are a retailer
or wholesaler interested in where to
go to buy products  from
China, a company just entering China
trade with a need to know the market-

specific

place possibilities for Chinese products,
or a firm wishing to trade in Chinese
products without directly importing,
this directory can help you establish
the right contacts. Over eight hundred
firms are listed in the S50 volume,
both in an alphabetical roster of com-
panies—including full particulars of
telex
addresses, products imported and dol-

address, principals, cable and
lar amounts—and in an alphabetical
product index. The index provides a
list of product categories, both general
and specific, accompanied by the
names of the companies known to
have imported these products from
China during the last several years.
The categories have been largely
dictated by the information provided
by the companies themselves in re-
sponse to a questionnaire sent out by
the National Council. Product cate-
gories included: Animal By-Products,
Antiques, Apparel, Artworks, Bamboo-
ware, Beer and Bicycles,
Books, Bristles, Cameras, Candles, Car-
pets, Chemicals, Clocks, Coffee, Food-

Liquor,

stuffs, Footwear, Gloves, Handicrafts,
Hardware, Machine Tools, Porcelain,
Rattanware, Silk, Soybeans, Spices,
Sporting Goods, Steel Products, Straw
Goods, Tea, Textiles, Tobacco, and

many more.

COMMITTEE BUSINESS: NEW
IMPORTER'S SUBCOMMITTEE

Please note that the Light Indus-
trial Subcommittee of the Import-
ers’ Steering Committee has changed
its name to the Light Industrial
Products-Handicrafts Subcommit-
tee, now including all importers of
handicrafts and light industrial prod-
ucts. Importers of carpets and handi-
crafts who are currently on the Food-
stuffs/Native Produce Subcommittee
should switch to this new subcommit-
tee in order to receive appropriate
materials from the National Council.

NEW CEROILS TELEXES
Please note for your communications
to China: CEROILS has two new
telex numbers—22281 CEROF and
22111 CEROF. -3
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Shipping
Notes

Briefly:

® Chinese merchant marine build-
up continues, but chartering big,
too.

® Chinese reportedly readying for
direct shipping relations with US.
® Kerr visits Peking, discusses im-
proved communications.

® A port technology exhibition.

KERR STEAMSHIP IN PEKING—
CHINESE DISCUSS
TERMINOLOGY
The Chinese are eager to trade
with the United States, using their
own flag vessels, and are pre-
paring for the time when direct
shipping relations are established,
according to representatives of Kerr
Steamship  Company, who returned
from “profitable” meetings with PRC
shipping officials in June. Kerr, agent
for China National Chartering Cor-
poration (ZHONGZU) and China
Ocean Shipping Company (COSCO)
in all East Coast American ports,
arranged the eight-day trip to Peking
in order to meet with personnel in-
volved in day-to-day affairs affecting
Kerr's representation ol the two
Chinese companies. The meetings were
a series of seminars in which, Kerr
representatives  believe, the Chinese
showed they were preparing for even-
tual normalization by asking for clari-
fication of international shipping
terms as they have evolved in Western
practice, asking about needs of Ameri-
can exporters, and inquiring into the
details of cost factors about which they
have been confused in the past. The
issue of interpretation of shipping
terminology has caused major
problems in Sino-US trade. “The
Chinese take terms very literally and
will hold you to the letter of the law,”
comments Richard Motta, Kerr assis-
tant vice president, “but the American
shipper interprets them as they have
developed over the years and accord-
ing to custom, not according to strict
definition. What has been written has
not been followed in practice.” For

example, he pointed out, freight rates
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now have their basis in the actual
operating costs of a vessel. The term
FAS, or Free Along Side, formerly
meant that a seller’s responsibility
ended with the unloading of a cargo
alongside a ship: but now, according
to practice, that responsibility does not
end until the goods reach the ramp.
But, when the Chinese have sold FAS,
they have refused to honor a bill for
additional cost of transporting goods
to the ramp. Kerr representatives
also discussed the intricacies of
the many tariffs on file, noting that
the Chinese try to avoid these en-
tanglements. Although they have a
basic understanding of the fact that
US costs fluctuate all the time, they
nevertheless have dificulty accepting
the fact that shipping into the port of
New York is more expensive than
shipping into, say, the port of Norfolk.
“We  expect that our meetings in
Peking mostly will have a long-range
effect in improving shipping relations,”
says Motta, “but there are certain
changes we hope will occur in the
next month; for instance, we hope
that, based on the information we
supplied them, the Chinese will alter
their method of asking US firms to
quote terms of sale including carriage
of goods.” Prior to its visit to Peking,
Kerr communicated with the two
Chinese shipping organizations through
letter and telex only. At various points,
the company had questions about the
Chinese requests, so officials suggested
face-to-face meetings. The PRC ex-
tended them an invitation last April
for the June trip. Kerr representatives
who made the journey were Richard
Motta, Hugh Duncan, and Shayne M.
Dillon. They met with seven repre-
sentatives from COSCO and nine from
ZHONGZU. Ranking COSCO dele-
gates to the seminars were Deputy
Managing Director Yuan Chih-ping
and Deputy Manager Li Chil-jan.
From ZHONGZU, the leading figures
were Deputy General Director Kao
Chu-feng and Manager of the Ship-
ping Department Liu Tsung-che.

CHARTERING AROUND THE
WORLD

Chinese chartering has been the
only bright spot in a very slow
world market. Although the PRC
has been quite firm that it is only
forced

temporarily to depend on

chartered  shipping to transport its

goods, it has taken advantage of the

current severe lull. Most of the recent
hiring of tramp steamers has been for
the delivery of wheat; the Australian
Wheat Board announced in July that
it had sold three million tons of wheat
to China for deliveryv between August,
1977, and August, 1978, the largest
single sale in the Board’s 38-year his-
torv. The enormous contract comes
right on the heels of two others—two
million tons in March, 1977, and
500,000 tons in October, 1976, Over
the  last  several months, Chinese
principals have hooked ships out of
North South

America, and the Balkans to move—

America, Australia,
in addition to wheat—sugar, sulfur,
potash, and pig iron. They have en-
gaged ships both on a single-voyage
and on a timecharter basis. Time
charters normally run 5-10 years,
but China prefers 6-18 months,
after which it renews. Reports are
that two vessels were time-chartered
in July for 12-15 month time periods,
and that five other decked ships and
bulk carriers were booked for individ-
including  two  30,000-ton
35.000-ton
Reports vary as to the size of the

ual trips,
\'('N\(‘]\ ;lll(] [wWo \'("i.‘iels.
time charters; one of them is about
15,000 tons. Shipowners believe that
China's need for increased imports of
grain will continue to benefit them un-
til at least the first half of 1978. The
number of Chinese-chartered ves-
sels docking in the US remains
almost negligible. From February 1|
to September 1 of this year, none
berthed in the Great Lakes or on the
East Coast. Only two vessels entered
Gulf of Mexico ports. The London
Statesman and the Neptune Supreme
both  loaded linerboard at Lake
Charles, La., on August 31, the former
bound for Whampoa and Shanghai
and the latter for Tsingtao. Another
ship was l'cp()rt(_-(lly due later in the
fall, also to Lake Charles.

SECONDHAND BUYING—
BUILD-UP CONTINUES

China is profiting from a world
shipping slump to build up its
merchant marine. About 30 million
deadweight tons are laid up around
the world, allowing China to enter the
market at a time when prices for
secondhand ships have hit rock bot-
tom. Since January, it has purchased
over 30 wused vessels, according to
Hong Kong shipping sources. The
PRC has reportedly bought ten bulk
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carriers of 20,000-39,000 DWT, and
over 20 smaller tweendeckers and
liner vessels of 5,000-20,000 DWT. At
least 13 of these ships have been pur-
chased just since June. (A more cau-
tious report comes from Irwin Heine
in the National Council's Special Re-
port on China's Maritime Agreements.
He writes that since January, Chinese-
owned and -controlled shipping com-
panies are reported to have bought at
least eight general cargo ships totaling
89,350 DWT and nine sell-sustaining
dry bulk carriers aggregating 281,983
DWT.) All sources agree that most of
the purchases are from Norway and
Britain, and that they total between
§70 and S80 million. Specifically, the
PRC has purchased at least nine
British vessels and at least four
Norwegian vessels. The nine British
ships include three bulk carriers, three
liner vessels and three [reighters.
China paid $3.4 million for one bulk
carrier, a 20,000-ton vessel built in
1967. A 26,000-ton carrier built in 1974
cost it S6.25 million, and a third,
38,000 tons constructed in 1971, was
between S6.% and $6.5 million. China
further paid about $6.75 million for
the three 7,700-ton freighters, which
were built in 1964. Sources say the
ships are bargains, except for the third
bulk carrier which was sold at nearly a
full market price. Apparently, China’s
major purchase interests are in liner-
type ships which are good for the ex-
port of packed products, especially of
the 5-10,000-ton size, and in smaller-
sized tankers for transporting oil to
Hong Kong,
Vietnam.

Japan, and  possibly

EXHIBITIONS
A port technology exhibition—the
first single-technology, multi-na-
tional trade exhibition ever to be
held in China—will be held in Peking
in the summer of 1978, Dutch, British,
West German,
Korean firms will participate. (See In-
ternational Notes.) Containers and
container-related equipment—areas
China has recently expressed great in-

Japanese, and  South

terest in developing—will be among
the items displayed at the 1977 Jap-
anese Shipbuilding Industry Ex-
hibition, in the Shanghai Exhibition
Hall October 20-November 3. The
bulk of the equipment to be shown
will be in model form, except vessel
engineer and measuring and telecom-
munications equipment. Display items
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include port cranes, tankers welding
LNG

vessels, relrigerator  vessels,

water \(']l;l].llitll] L'tiui])ru('nl.

transport
chemical  fire

mine detector vessels,

extinguishing  vessels, fish  detectors.

digital receivers, ship-related  equip-

ment, radar and  speed  measuring

cquipment, and  shipbuilding  tech-
nology. Eighty companies will be rep-
Hitachi,
Niigata, Sumitomo, Sasebo, Fuji Elec
tric. Kobe Steel, Daihetsu, Nippon
Kokan, Mitsui, Tokvo Keiki, and

Mitsubishi. Sponsor of the exhibition

resented. The top ten are

is the Association for the Promotion
ol International Trade.

SHORT TAKES

Among China’s recent orders for
new ships are vessels from Paki-
stan, Japan, and Yugoslavia. The
Treci Maj shipvard in Rijeka, Yugo-
slavia, signed an agreement August 15
with MACHIMPEX for the construc-
tion of four 12,000-hp marine diesel
engines, which will be fitted to two
45,000-DWT ships now being com-
pleted for the Chinese merchant ma-
rine. The diesel engines are of the
Treci Maj SU-34 type with 14,000-hp
rating. In July, Mitsubishi Industries
was reported to be holding talks with
MACHIMPEX regarding the export
of a work ship. Recently China has
ordered a cargo ship and floating dock
(11,500 metric tons) from the Hako-
date Dock and two crane ships from
Shikoku Kenki. The two, to be de-
livered in January and February, have
a lifting capacity of 200 tons and cost
¥1.000 million. Karachi Shipyard and
Engineering  Works
30.500-ton vessel it is building for the
PRC is expected to be ready by the
close of 1977. The order is worth over
S19 million. A recent Peking broad-
cast  proudly “China’s
oceangoing transport fleet has be-
come an important force in trans-
porting China's import and export
goods and materials in aid of foreign
countries. Since the establishment of

reports that a

noted that

the China Ocean Transportation Com-
pany in 1961, this fleet of freighters,
oil tankers, and passenger liners has
called at 339 ports in some 90 coun-
tries and regions.” Following a govern-
ment-to-government agreement reached
in August, 1976, between China and
Japan, subsequently reported in this
column, the China Ocean Ship-
ping Company (COSCO) and the
newly formed, Tokyo-based Japan-
China Marine Transportation Coun-

cil opened offices in each other's
capitals in June. The purposes of
the Tokyo and Peking offices are to
allow general liaison on shipping mat-
ters, to handle ship accidents, and to
deal with cargo problems. The Jap-
anese Council, which is made up of
17 Japanese shipping cotnpunics, and
COSCO held their first conference in
Peking in September on cargo trans-
portation shares, freight rates, and the
expected inauguration of cargo liner
services hetween  the two countries.
China and Argentina signed a ship-
ping agreement in late June in
Buenos Aires. The document was
initialed by Yuan Keng, leader of the
Chinese  government  delegation, and
Victor €. Babino, national director of
policy of the Maritime Interests Sec-
retariat ol the Argentine Ministry of
Economy. Norway and China con-
cluded a ship-classifying treaty in
July. Der Norske Veritas (DNV), the
Norwegian ship-classifying agency, and
the Register of Shipping of the Peo-
ple’s Republic of China, the Chinese
classifying institution, laid down reg-
ulations which permit the two agen-
cies to receive assistance from  each
other in connection with inspection
work in areas where only the one
agency is represented. DNV can utilize
the Chinese agency's services on the
Chinese coast including the PRC's in-
spection stations and, in fact, has al-
ready done so. The Chinese Register
of Shipping also met with Lloyd's
Register of Shipping from the
United Kingdom during May. The
two sides held talks on an agreement
on cooperation in technical surveys
of ships and reportedly “have achieved
good results.” Direct shipping serv-
ices were opened between China
and Bangladesh in July, according
to the Bangladesh Shipping Corpora-
tion. The Corporation sent a delega-
tion to Peking to negotiate the agree-
ment. After a gap of 15 vyears, the
way is now open for a resumption
of shipping contacts between In-
dia and China. Recently a vessel
from the Indian-owned shipping com-
pany Apeejay Lines was chartered to
the Chinese, and Indian Government
approval was obtained for her even-
tual call at a PRC port. In June,
Japan won two contracts for supply
of Western-designed marine equip-
ment to China. Supply of parts and
services for Swedish Gotaverken en-
gines will be handled by Sasebo Heavy
Industries. %
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China

E.conomic
Notes

Briefly:

e State Planning Commission re-
veals plan for China's growth,
encourages nationwide emula-
tion campaigns.

e Crops in 1977 appear mediocre;
conference sets goal for farm-

land construction in China
through 1980.
e Consumer goods show best

growth in economy during first
six months of 1977.

e Geology conference and new oil
fields reported.

e Scientific research receives offi-
cial support from government;
reorganization seems likely for
approval at National Science
Conference to be held in spring
1978.

GENERAL—EMULATION
CAMPAIGNS UNDERWAY

State Planning Commission out-
lines economic production. With
the recovery from the tumultuous year
of 1976 well underway (industrial pro-
duction was 2249, higher in July,
1977, than a year ago), the Peking-
based State Planning Commission is-
sued a long article in the second week
of September outlining its vision for
China's economic development. Re-
moving production from politics, the
article stated, “We must use revolu-
tion to command, promote, and push
up production, but we can never sub-
stitute revolution for production. Rev-
olution has its own laws and so does
production.” In an effort to empha-
size centralization for the immediate
future, the Commission called for
rational and deliberate policies, orches-
trated out of Peking through six ad-
ministrative units, in the coming years.
The piece clearly delineated eight
areas of decision-making that could
not be decided locally. The most
striking feature of Peking's recent
economic policy initiatives has been
the methodical manner in which the
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problems of development have been
approached. As part of the new pol-
icy, this August, the Ministry of Posts
and Telecommunications held its Na-
tional Conference in Peking to set its
own priorities for the rest of the Five-
Year Plan. One by one, since the be-
ginning of the year, each Ministry has
held a similar planning session. A new
wrinkle. Without its offering sub-
stantially improved standards of living,
the Chinese government has had to
devise various ploys to encourage
workers. Their solution for the mo-
ment appears to be emulation cam-
paigns. According to a Chinese partici-
pant at last spring’s Taching Confer-
ence, who spoke with the China Busi-
ness Review, the policy began when
the Shantung delegation to the conler-
ence challenged any other province to
a “friendly emulation campaign,” in
which competing provinces would vie
for better production records. In what
was reportedly an electric atmosphere,
the Szechwan legation accepted the
challenge. Since then, a variety of
provinces and municipalities with com-
parable industrial levels have em-
barked upon similar campaigns. Hu-
nan and Kiangsi; Liaoning, Kirin, and
Heilungkiang: and even Peking and
Shanghai are known to be conducting
friendly competitions. Even at the min-
isterial level, the Ministry of Light In-
dustry and the First Machine Building
Ministry are involved in an emulation
campaign. Furthermore, the Ministry of
Petroleum and Chemical Industries, the
proud mother organization of the
Taching oil fields, is being held up as
a source of inspiration to all other
Chinese ministries.

AGRICULTURE—CONFERENCE
SETS PLAN TARGET

Grain production stagnates in 1976,
outlook for 1977 little better. A re-
cently released US government report
indicates that China’s total grain out-
put in 1976 was 285 million metric
tons, less than half a percent higher
than 1975's total crop. At the same
time, the Chinese population increased
by 16 million or 1.79, to 951 million
persons. The returns on crops planted
last winter and this spring generally
appear to have been somewhat lower
than last year's crop, and the Chinese
media are now urging the masses “to
use autumn to remedy summer”’;
i.e., to make up for poor early harvests
with bumper crops this fall. Judging

from provincial reports, most experts
feel that this year's winter wheat along
with barley in Kiangsu and Anhwei is
well below last year's crops. On the
other hand, early rice harvests were
somewhat better than in 1976, and
the spring wheat crop seems to have
been good. Looking toward the late
crops, analysts are predicting that since
the late rice was planted on schedule,
total rice production should be up:
miscellaneous grain, however, may
suffer—especially in the north China
plain  where localized flooding may
have damaged crops in some areas.
Unless these late crops, both rice
and miscellaneous grains, show
unexpectedly good yields, China’s
agricultural production will show
little improvement in 1977, and,
perhaps, for the second year in a
row, China's population growth will
outstrip the nation’s capacity to
develop its agriculture. Northeast
China's soybean sowing, which was
delayed somewhat by weather condi-
tions, could return normal yields pro-
vided the crop can be taken in before
early frosts set in. In the north China
plain, the nation’s cotton crop appears
to be in trouble owing to heavy rains.
China's cotton output, which has de-
clined continually from a record in
1978 of 2.6 million metric tons to 2.3
million metric tons in 1977, was not
aided by any additional acres sown
in this year’s crop. Rather, China's
leaders seem to be relying on im-
proved production techniques and
economies to eke out their cotton
harvest. To this end, two national
conferences were held this summer—
one in Hupeh during June to encour-
age cotton  production and one in
August to popularize
more efficient and economical cotton

Srechwan  in

textile production techniques. During
the first conference, Kiangsu and
Hupeh, being China's leading cotton-
producing provinces, entered a social-
ist emulation drive to increase their
cotton production. In 1977, Kiangsu
plans 1o produce 75,000 tons of cot-
ton (probably ginned tons) on 585,000
hectares, roughly a perhectare yield
of 0.81 tons. Meanwhile, Hupeh hopes
to produce 480,000 and
500,000 tons on 600,000 hectares, a

vield between 0.80 and 0.83 tons per

between

hectare. Together the two provinces
should account for more than 409,
of China's cotton output in 1977, At
other national conferences, China’s
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responsible agricultural cadres
came together to discuss farm
machine training, in Kweilin, at the
beginning of August and seed stand-
ardization, in Canton, at the begin-
ning of July. Both conferences set
goals to be met by the end of the Fifth
Five-Year Plan, in 1980. A National
Farmland Conference was also held
this summer, this one in Peking from
July 6 to August 5 under the spon-
sorship of a myriad of powerful Chi-
nese agencies: the State Planning
Commission, the State Capital Con-
struction Commission, the Ministry of
Agriculture and Forestry, the Ministry
of Water Conservancy and Power, the
First Ministry of Machine Building,
the Ministry of Commerce, the Minis-
try of Finance, the Ministry of Petro-
leumm and Chemical Industries, the
Fifth Ministry of Machine Building,
the State Supplies Bureau, and the
General Supply and Marketing Coop-
eratives. The 1,140 attendees, includ-
ing what must have been a “Who's
Who" in Chinese planning, outlined
the program for farmland construction
in China through 1980. Their stated

CENTRAL CONTROL

“Centralization must be exer-
cised wherever possible and nec-
essary,” said the State Commis-
sion in its September 12 article
describing the future of China's
socialist construction. The fol-
lowing are the eight functions
which “should be concentrated
(in) the central authorities™:
® Formation of principles and
policies for the development of
the national economy.
® Setting major industrial and
agricultural production quotas.
® Making investments in capital
construction and  setting up
major projects.
® Distribution  of
materials.
® The purchase and allocation
of major commodities.
® Setting the state budget and
issuing currency.
® Fixing the number of new
workers.

important

® Setting the sum for wages and
the prices of major industrial
and agricultural products.
Source: NCNA 9/11/77.
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goals for each of the three seasons of
construction time between now and
1980 are to improve 667,000 hectares
of terraced land and to irrigate an
additional 1,600,000 hectares. By 1980,
every person in China’s countryside is
supposed to have his own mou (0.067
hectare) of “farmland giving stable,
high vields irrespective of drought or
waterlogging.” Western observers now
think that Peking planners, faced
with disappointing harvests in re-
cent years owing to unpredictable
weather patterns, will try to solve
their agricultural dilemma by im-
proving the quality of the land it-
self and their capacity for water
control, rather than by simply in-
creasing both chemical and mechanical
inputs. Recent press accounts in China
have, nevertheless, heralded some tech-
nical improvements in China's farm
machinery Shantung’s
Chimo Farm Machinery Plant has de-
signed a 4-wheel drive tractor which
can plow a hectare in one hour and
pull a 9-ton cart at 32 kilometers per

production.

hour. In Heilungkiang, the Sunghua-
chiang Tractor Plant is now trial-pro-
ducing a 100-hp tractor in addition
to the 1,000 harvesters it hopes to
manufacture in 1977, according to an
NCNA account.

INDUSTRY—CONSUMER
GOODS ADVANCE

China's “New Leap” takes off. By
mid-year 1977, initial successes were be-
ing declared in Chairman Hua's pro-
gram for renewed industrial develop-
ment. According to one source, “most
of the 80 major” industrial items saw
production increased in the second
quarter of 1977. Petroleum industry
equipment, hoisting equipment, bull-
dozers, machine tools, motor vehicles,
water pumps, walking tractors, other
tractors, and internal combustion en-
gines have been variously cited as en-
joying “fairly good™ production in the
first six months of 1977, probably un-
der a 99, annual growth rate, In addi-
tion, coal, electric power, and chemical
fertilizers (up 139 in the first half of
the year) have been mentioned in
China’s press as having seen expanded
output. Consumer goods empha-
sized, production up. As promised in
early post-“Gang of Four” rhetoric,
light industrial production in China is
receiving more attention than it did
in recent years. When output of con-
sumer goods increased 89 in May over

April, a new national output record
was achieved. Total light industrial
production in the frst half of 1977
o higher than the same period

was 9.59
in 1976. Various NCNA accounts, her-
alding production records in cotton
cloth, cigarettes, sewing machines, bi-
cycles, wrist watches, and even pots
and  pans, suggest that production
growth in China’'s consumer goods
is outstripping advances made in
heavy industry this year. This rever-
sal may represent a move on Chairman
Hua's part to gain the support of Chi-
na's population for the difficult eco-
nomic push that lies ahead. Recent
reports out of Japan indicate that a
15 to 20% wage hike may be in
store for Chinese workers. (Appar-
ently, lowest-grade workers will get
a monthly pay raise from $17.00 to
520.50, and second-grade workers will
be promoted from $20.00 to $24.50.)
If this reported increase becomes a
reality, the Chinese economy will see
a large increase in disposable income
and, concurrently, a jump in con-
sumer spending. It will, therefore, be
necessary to supply more of the cov-
eted household goods—notably cloth
and appliances. If the regime increased
wages without increasing the produc
tion of consumer goods, discontent
could develop out of the frustration
of having personal funds but no goods
to buy, a situation already present in
the PRC.

EXTRACTION—TWO NEW
OIL FIELDS

National Conference reports 140
minerals in China. As part of a drive
to encourage local cadres to develop
mineral extraction, the State Geolog-
ical Conference was held in Peking in
carly July. The conference attendees
learned that, of the 140 minerals
known to exist in China, some 132 are
of sufficient quantity and quality to be
exploitable. China's coal, iron, petro-
leum, tungsten, antimony,
molybdenum, tin, and phosphorus re-
serves were mentioned as “among the
world’s foremost.” There are now 170
colleges across China that train work-
ers in geological methods; in addition,
under the Academy of Geological Re-
search there are 16 institutes of geol-
ogy, each with its own research staff.
Western observers hypothesize that at
the July conference China’s geolo-
gists established programs through
the end of the decade, and possi-

copper,
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bly through 1985, outlining which
provincial bureaus will concentrate
on which mineral resources. Szech-
wan, it is known, has pledged to
double its “established iron reserves”
by 1985. A series of emulation cam-
paigns have reportedly begun between
local and provincial bureaus to en-
courage the various units to compete
for better production and efficiency.
Oil production in China, up 10.69,
during the first six months of 1977, is
probably at an annual production rate
of 92.5 million metric tons, based on
recent US government statistics, but
some observers are predicting that
PRC petroleum output will pass 100
million metric tons in 1977. Asian
sources reported that China may be
developing a new oil field some-
where between Tsingtao and Dai-
ren, called Huapei (literally, “North
China”). This new field is said to be
comparable to Taching, which pro-
duced roughly 25 million metric tons
1976.
known to exist south of Canton, in the
Nanhai area. (Chinese leaders have
pledged to build “ten new oil fields,
equivalent to Taching, by the end of
the century.”) Elsewhere, in Szechwan,

of oil in Another oil field is

the Provincial Petroleum Administra-
tion Bureau has broken the record
for the deepest oil well in China,
with a 7,058-meter hole sunk by the
Number 7002 drilling team; the pre-
vious record, also set by the 7002 team,
was 6,001 meters. Outside of China,
Houston's Pipe Line Industry has re-
ported that the PRC is planning two
new pipelines to be completed by
1980: one a 1,660-mile oil trunk line
and the other a 1,200-mile gas trans-
mission line. Details on the location of
the new lines were not available.

SCIENCE AND TECHNOLOGY—
SCIENCE TO SURPASS
WORLD LEVELS

As China’s ministries and foreign trade
organizations gear up to complete the
final three years of the Fifth Five-Year
Plan (1976-1980), the Chinese scien-
tific community is embarking upon
a new era in its development, which
may have the most far-reaching sort of
effect on the nation’s economic growth.
After a decade of stagnation, Chinese
science and technology is being re-
called to a position of importance in
the national planning process. Under
Chairman Hua's recent instruction,
“May science flourish and advance,”
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China’s leading scientists have met in
Peking and throughout the country-
side to coordinate an unprecedented
series of long-range research programs.
The Chinese Academy of Sciences
(CAS), the most prestigious Chinese
research organization with ministerial
rank, held a working conference in
Peking from June 20 to July 7 at
which Chairman Hua, himself, made
an appearance to support the work of
the nation's once embattled scientists.
During the CAS session, plans were
laid for “a number of major scientific
research projects to catch up with and
surpass advanced world levels.” Mean-
while, the New China News Agency
reported that the Chinese Scientific
and Technical Association, the organi-
zation charged with coordinating re-
search work throughout China, had
held six scientific seminars, attended
by more than 6,000 Chinese scientists,
within one month. Since the beginning
of the vyear, in Peking alone, there
have been 59 symposia, 80 technical
study courses, and 21 exhibitions spon-
sored by the Peking Institute of Scien-
tific and Technical Information. The
July 6 issue of Red Flag, the Chinese
Communist Party's theoretical mouth-
piece, signaled the beginning of a new
party policy on intellectuals by advo-

cating the return of the “professional
contingent” to the field of science and
technology. Further, a fourstep pro-
gram of scientific research was outlined:
“The first one is the compilation of
information and data. The second one
is that we must develop and promote
the use of scientific instruments in
China. The third is to carry out quan-
titative analysis and standardization of
work. The last one is to pay attention
to editing and publishing books for
scientific and technological work.” So,
as China passes the first anniversary of
the death of Chairman Mao, the coun-
try is scientific activity.
From Shanghai's municipal conference
on the modernization of science and

alive with

technology to a national conference on
goiter prevention, the PRC seems pre-
pared to approach the problems of
nationwide scientific research prag-
matically—one report urged the na-
tion to approach scientific research as
if “in a chess game.” A National Con-
ference on Science is scheduled to
be held sometime in the spring of
1978. At that time, a comprehensive
outline for China's long-range research
in coming years will probably be ap-
prov('d and, perhaps, a complete re-
organization of the structure of China’s
scientific community will be unveiled.

RMB: DOLLAR RATES AS OF
SEPTEMBER 1977
‘RMB/USS

Date RMB/US$ US¢/RMB % Change
May 5 Bid 1.8812 53.1576

Offer 1.8718 53.4245

Median 1.8765 53.2907 -0.40
July 12 Bid 1.8605 53.7490

Offer 1.8513 54,0073

Median 1.8559 53.8822 -1.10
July 19 Bid 1.8531 53.9636

Offer 1.8439 54.2329

Median 1.8585 54.0979 —0.40
July 21 Bid 1.8457 54.1800

Offer 1.8365 54.4514

Median 1.8411 54.3154 —-0.40
July 26 Bid 1.8365 54.4514

Offer 1.8273 54.7256

Median 1.8319 54.5881 —0.50
July 30 Bid 1.8457 54.1800

Offer 1.8365 54.4514

Median 1.8411 54.3154 +0.50
August 9 Bid 1.8531 53.9636

Offer 1.8439 54.2329

Median 1.8485 54.0979 +0.40
Source: Standard Chartered Bank, Ltd.
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RECENT INNOVATIONS IN CHINA
The following technical and scientific
advances were noted in recent Chinese
press accounts:

Atmospheric Sulfur Dioxide Ana-
lyzer: The Tientsin Weihsing Semi-
conductor Parts Plant developed this
unit. (Scientific Experiment (SE) 1/77)
Automatic Rope Winding Machine:
Developed by the Tientsin  Plastic
Packing Machinery Plant. (SE 1/77)
Bulldozers: The Kwangtung Tractor
Works trial-produced the province's
first 120-hp bulldozer, after starting
manufacture last summer. (Kwangtung
Provincial Service 7/6/77)
Capacitance-type Thickness Meas-
uring Instrument: A Chinese steel
mill developed this instrument. (SE
1/77

Catalytic and Cracking Technol-
ogy: China’s Petrochemical Industry
Institute, along with the Yumen and
Lanchou refineries, has installed a new
catalytic and cracking unit for the mo-
lecular sieve catalyst transfer line. Be-
sides reducing catalyst
the new technique increases the pro-
duction rate of gasoline and light
diesel oil by 69. (NCNA 5/31/77)
Diesel Engine: An Anshan factory
produced China’s first 2,500-hp diesel
engine on July 2. It will be used in

('I’)l’]SlllT'lpli()ll,

mining applications. (Liaoning Provin-
cial Service 8/6/77)

Electron Microscope: Scientists in
Shanghai have turned out an electron
microscope with magnification of 800,
000 times, the frst of its kind in
China. It has a resolving power of 2
Angstrom units, an acceleration volt-
age of 120 kilovolts and a magnifica-
tion from 300 to 800,000 times. (NCNA
7/21/77)

Furnaces: Hopeh workers have de-
veloped a 150-kilowatt glow ion nitrid-
ing furnace. (NCNA 7/25/77)
Furnace Reheating Formula: The
Peking Institute of Scientific and
Technical Information has developed
a mathematical model for the auto-
matic control of reheating [urnaces in
continuous hotrolling. (NCNA 7/8/77)
Hormones: The Yunnan Institute of
Botany has discovered a type ol grass
containing an entomological molting
hormone, which can be fed to silk-
worms to regulate the insects’ growth
and development, (NCNA 6/5/77)
Inertial Super Charger: The Hopeh
Diesel Engine Plant has developed an
inertial super charger for increasing
the pressure of small high-speed diesel
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engines by increasing the gas intake
and reducing the number of cylinders.
The device increases engine efficiency
by 10-159, and lowers oil consump-
tion by 59,. (NCNA 5/31/77)
Machine Tools: Hopeh workers have
developed a numerically controlled
cutting machine with wire electrodes.
(NCNA 7/25/77)

Machine Tools: The Chinghai No. 1
Machine Tools Works recently trial-
produced a XFM-5030 two-
coordinate precision profiling machine.
It is now in serial production. (NCNA
8/11/77)

Mining Truck: The Peking No. 3
General Purpose  Machinery  Works
trial-produced a  20-ton, heavy-duty
mining truck, with automatic unload-

model

ing. It is scheduled to go into serial
production “soon.” (NCNA 7/3/7T)
Orthopedic Device: The Tientsin
No. 6985 Hospital, along with the Or-
thopedic Department of the Tientsin
People’s Hospital, the Academy of
Traditional Chinese Medicine, and
the Peking People’s Surgical Appara-
tus Factory, has developed a reduction
immobilizer for fractures of lower ex-
tremities. It combines traction, reduc-
tion, immobilization, and compression
in the treatment of severe [ractures.
(NCNA 7/12/77)

Plate Glass: The Shanghai No. 4 In-
dustrial Glass Plant with help from
the Chinhuangtao Glass Research In-
stitute and the Shanghai Industrial
Chemical College trial-produced a vari-
ety of plate glass hitherto not manu-
factured in China. It will be used for
meters, industrial instruments, panels
of integrated circuits, and optical ap-
plications. (NCNA 7/14/7T)

Portable Silicon-controlled Battery
Charger: The Seventh Anhwei Hofei
Element Plant developed this tool. (SE
1/77)

Spectrocolorimeter: The Tientsin
Municipal Textile Industry Research
Institute has made an automatic spec-
trocolorimeter for determining shades
of color. With Chinese components,
the instrument will be used in textile
dyeing and printing. (NCNA 7/10/77)
Synthetic Oil Replacement: The
Peking Institute of Scientific and
Technical Information has devised a
method to use low-molecular poly-
ethylene, a waste product of chemical
works, to replace synthetic oil in the
foundry industry. (NCNA 7/8/77)
Textile Machinery: Workers in Hopeh
have developed an electronic counter

for weaving lines. (NCNA 7/25/77)
Water Detection Device: A Kwangsi
Chuang worker has developed a water
detection device which finds under-
ground water by observing the electric
pulse caused by that water. (NCNA
5/31/77)

Water Pump: The Chaoyang Heavy
Machinery Works in Liaoning has pro-
duced China's first 616-type, 320-hp
water pump for mining enterprises.
(Liaoning Provincial Service 8/6/77)
Woolshearing Method: The Hei-
lungkiang Woolen Goods Plant has
developed a  subcutaneous injection
method to remove wool from sheep.
(Heilungkiang Provincial Service 7/26/
77)

BOOKS ON CHINA'S PETROLEUM

Two more studies have been re-
leased on China’s petroleum industry.
The first, China, Oil and Asia: Con-
flict Ahead?, by Selig S. Harrison (a
study from the Carnegie Endowment
for International Peace, Columbia
University Press, New York, 1977, 317
pages). is a [ascinating political and
historical assessment of possible US
policy opportunities related to China's
claims in the East China Sea. Harrison
predicts that China has an even chance
of reaching a 400 million ton oil out-
put level by 1990, compared with
roughly 85 million metric tons in 1976,
To meet this production target, China
will have to exploit effectively its off-
shore oil reserves, according to the
study: but, in any event, most of the
production will be utilized by domes-
tic consumers. One of the key topics
discussed in China, Oil and Asia is
the tension that may develop between
China and its neighbors in the Far
East as the PRC expands its offshore
production  and infringe
upon territorial claims of other re-
gional powers. The second book on
China's petroleum is Oil in the Peo-
ple’s  Republic  of Industry
Production,

begins to

China:
Structure, Exports, by
Wollgang Bartke (a publication of the
Institute of Asian  Affairs, Hamburg,
C. Hurst & Company, London, 1977,
125 pages). Translated from a German
version, which was released in 1975,
Bartke's Chinese
petroleum is now somewhat dated,

investigation into

owing to information that has surfaced
in the past two years. Qil in the Peo-
ple’s Republic of China is, neverthe-
less, well researched and interesting in
retrospect. =3
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China

International
Notes

Briefly:

e No ‘‘closed door” policy: July
Foreign Trade Conference sets the
stage for increased imports of ad-
vanced technology from the West.
* Japan and EEC continue negotia-
tions for long-term trade agree-
ments with PRC; will cooperation
arrangements figure in China’s fu-
ture?

e China looking at foreign steel,
synthetic rubber, energy, auto,
aluminum technology.

e China now in agricultural ma-
chinery market: Massey-Ferguson
sells 3,000 tractors.

e European petrochemical and
steel works host TECHIMPORT.

e Will China adopt East European
enterprise system? Spectacular
fete of Yugoslavia’s Tito in Peking.
® China’s first single-technology,
multi-national trade exhibition for
world port technology, is sched-
uled for summer of 1978 in Peking;
a similar agricultural machinery
exhibition also slated.

CHINA'S FOREIGN
SHOPPING LIST

The following items appear to be
on China’s shopping list as of fall
1977, based on China’s market survey
activities of various kinds:

e Integrated steel mills and smelting
facilities to be located at Chinese ports,
reportedly to facilitate the use of high-
grade imported iron ores. PRC dele-
gations have toured US (9/77), UK
(7-8/77), and Japanese (9/77) steel
works.

e Port technology.

® Auto manufacturing plants.

® Petrochemical plants, including syn-
thetic rubber facilities and some heavy
gas oil cracking units to process China's
own crude to provide petrochemical
feedstocks. Chinese teams have sur-
veyed American and European petro-
chemical works this summer.

e China's aluminum industry, in exist-
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ence for about twenty years, may now
be set for a new stage of development.
e Chemical fertilizer plants, a major
component of the Fourth Five-Year
Plan’s purchases, are once again under
consideration. A Chinese chemical fer-
tilizer delegation was in  Germany,
France, Norway, and The Netherlands
this summer to survey recent techno-
logical developments.

e Mining and petroleum exploration
equipment may figure in up-coming
purchases. A coal delegation toured
Japan (7-8/77) and Germany (5-6/77).
The Chinese have been looking at
petroleum equipment in the US (6-7/
77) and Japan (8/77) this summer, and
three mining-related scientific delega-
tions have studied hematite ore, mine
drilling, and tunnel boring technology
in the US.

e Packaging equipment, the subject of
three foreign seminars in China this
summer and fall, will be bought. The
Chinese Packaging Corporation has
scheduled delegations to Sweden, Can-
ada, and the US for the second half
of this year.

® Nuclear power equipment, though
not explicitly mentioned, may be in
the Chinese cards. A French technical
1976, and
previously at least two nuclear dele-

mission visited China in

gations from China have visited Eu-
rope and Japan to study international
techniques. China has been talking
with Australia about importing ura-
nium. The PRC currently has no nu-
clear power generation capability.

® Telecommunications equipment has
heen investigated by a PRC delegation
to France (9/77) to study space tech-
nology, and a French telecommunica-
tions delegation (6/77) went to China.
Two US electronics associations held
seminars in China (8-9/77) this sum-
mer, as well.

China's Ministry of Foreign Trade
has been speeding preparations to ini-
tiate a major program of buying ad-
vanced technology from the West. In
the first months of the summer, the
Ministry sent major delegations to a
number of developed nations and took
further steps toward the conclusion of
long-term trade agreements with Japan
and the Furopean Economic Commu-
nity, indicating China's interest in
stabilizing future trade relations. Yu
Chiu-li, Vice Premier of the State
Council, sketched the new import pro-
gram in outline at a conference on
foreign trade held in Peking from July

14 to 28. The largest conference on
China's external trade in the 28-year
history of the PRC brought together
1,400 members of key Foreign Ministry
bureaus and branches to hear a major
statement of new policy and assist in
planning of specifics: “‘Self-reliance
has nothing in common with a
‘closed-door’ policy. It does not
mean refusing to learn good things
from other countries.” Yu stressed,
too, the need for improved market re-
scarch and increasing the “export
ratio” of industrial goods and mining
products. “We should pay attention
to improving the quality of products
and doing a better job in packing
in order to meet the demands of
foreign markets in a better way.”
The outline of a schedule of foreign
trade priorities resembles the “product
payback” scheme for which the “Gang
of Four” criticized Teng Hsiao-ping,
in which technology sales are tied to
supply of industrial products and raw
materials. Teng's scheme applied to
contracts with individual firms, but the
policy enunciated by Yu is more on a
national scale. Technology import
plans will target export industries
that can develop funds to finance,
in turn, technological improvement
of other sectors of the economy.
Japanese business reacted to the un-
folding of China's technology import
program with unreserved enthusiasm.
Business associations and individual
firms sent off delegations to survey
market prospects for Japanese steel,
automobile parts and manufactur-
ing processes, TV set manufactur-
ing plants, and bank computer
systems. China responded by send-
ing delegations to court Japanese
coal mining technology, petroleum
drilling and refinery interests, and
rolling stock and signal systems.
Under the terms of the prospective
long-term trade agreement, Japan will
bhecome the major market for China's
Taching crude; delegations from Jap-
anese petroleum refinery associations
spent weeks in China seeking to work
out price and volume guidelines in
July, August, and September. The
trade agreement may be signed before
the end of the vear, according to latest
Hsi-wen, China's Vice
Minister of Foreign Trade, flew into
Tokyo on September 13 to confer with

reports.  Liu

business leaders on the agreement.
Shortly thereafter, a special committee

was convened in Tokyo to write out
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the plans for new institutions that will
administer the treaty and work out
final price and import quota schedules
to bring to the bargaining table. The
committee disclosed to the press that
goals had been set for a seven-to-ten
year time period and expansion of
Sino-Japanese trade to four times the
present level. If the agreement is re-
alized according to plan, Japan will
trade steel, construction machinery,
and  petrochemical

plants for industrial and raw mate-

equipment and

rials from China, primarily oil and
coal. Up to now, major obstacles in
the path of agreement have been
the Chinese demand for an oil
price higher than the going rate
and the resistance of Japanese in-
dustry to developing the special
refinery facilities needed to process
Chinese crude. In the favorable at-
mosphere of the summer, break-
throughs on both issues were achieved.
In July, a delegation of the Japan
International Petroleum  Trading
Company gave China the five cents per
barrel price rise that had been re-
quested for oil exports in the second
half of the year with the result that
China now has a firm bargaining posi-
tion in negotiations on long-range
exports. In August, the Japanese Min-
istry of International Trade and Indus-
try (MITT) responded to the refinery
problem by issuing a directive making
it mandatory for domestic oil refiners
to accept and process low-grade crude
oil such as Taching crude (8/23/77).
The governmental Japan Petroleum
Development Corporation and various
refining companies announced a plan
to set up a joint corporation to invest
in construction of residual oil cracking
facilities to process low grade crude oil
into gasoline, naphtha, fuel oil and
other oil products. Government funds
will be made available to cover a part
of construction costs. With the re-
finery hurdle out of the way, Chi-
nese oil will have smooth access to
the Japanese market. In negotiations
to determine price for steel imports
from Japan in the first half of the
year, the Japanese asking price was
forced down only to be followed in
subsequent negotiations by a dramatic
increase in Chinese orders. Steel orders
from China for the first half of the
year increased 57.19 over the same
period last year, making China [apan’s
second-ranking steel customer after the
United States. Negotiations presently
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underway for steel shipments for the
six-month period beginning in October
are expected to meet the same fate.
The second half of Liu Hsi-wen's
Japan tour was completely devoted to
study of Japanese steel works and pro-
duction facilities. In view of the major
purpose of Liu's mission, to seek work-
ing terms for the long-range agree-
ment, it seems likely that the rising
trend of Japanese steel exports to the
PRC will be written into the bargain.
Agreement between China and the
European Economic Community
(EEC) made in principle, will be
formally signed in 1978. The possibil-
ity of an agreement has been open since
1974, when the EEC first laid a proposal
before state trading countries for bi-
lateral determination of import quotas
for goods marketed in the European
Community; this proposal was to take
the place of tariff schedules set by the
General Agreement on Tariffs and
Trade (GATT). First signs that China
might take ‘an initiative toward the
proposal came in June when Pu Ming,
leader of a Bank of China delegation
touring  Europe, remarked in the
course of conversations with Francis
Ortli, Vice President of the European
Commission, that China was interested
in a long-term agreement to stabilize
the growing trade with European coun-
tries. Pu Ming also expressed con-
fidence that Sino-European trade
would exceed the level of trade be-
tween China and Japan via such an
agreement. Quick to take up the
offer half held out to them, the EEC
deputized a high-level team to begin
talks with Foreign Ministry counter-
parts in Peking. The team, led by
the EEC's deputy
Bureau of External Trade, Robert de
Kergolay, arrived in Peking on the

director of the

fourth of July. Six days were spent
thrashing out basic issues. In particu-
lar, China and the EEC are divided on
two points. The Chinese resist the
inclusion of safeguard clauses to reim-
pose or tighten quotas in the event of
“import penetration”—a sudden influx
of imports in sensitive areas or at
prices far below the market median.
This is a standard feature of EEC
agreements with non-member coun-
tries, but the Chinese are unhappy
For their part, the Chinese
want guarantees for balancing of trade
which the EEC cannot give. The bal-
ance of trade, perennially falling in
Europe's favor, is a source ol irri-

over it.

tation to the Chinese; last year the
Community sold $1.24 billion of goods
to China while only $907 million worth
went the other way. But arithmetical
balancing of trade is beyond the Euro-
pean Commission’s powers. In spite of
the difficulty of these issues, de Ker-
golay returned confident in the guide-
lines he and his team had developed.
These guidelines, which will be re-
viewed by the Commission’s Council of
Ministers at the end of September, may
form the basis for formal talks with
the Chinese later in the year; de Ker-
golay expects them to pass the review
without complications and return in
the form of a mandate for negotia-
tions. The trading relationship that
will be institutionalized by the
Sino-EEC agreement is similar in
many respects to that of the Sino-
Japanese agreement, technology in
exchange for fuel products. China
will gain a steady market for its fuel
and manufacturing industries and a
reliable source for technology. Compe-
tition for Chinese contracts is very
great, and there are already signs of
struggle in the ranks. France has
raised its own bid for the China trade,
without consulting other EEC mem-
bers. In August, it was announced that
a high ministerial delegation will
travel to Peking to offer the Chinese a
special export financing arrangement.
Meanwhile, a two-month FEuropean
tour, by a large delegation from China
National Technical Import and Ex-
port Curpnr;uinn, began in August.
The group traveled to four Euro-
pean countries, Germany, France,
Norway and the Netherlands, in-
specting chemical fertilizer plants.
Another TECHIMPORT delegation
visited steel smelting installations in
northwestern England in  July and
August. The delegation was especially
interested in the giant blast furnaces
under construction at the Redcar Steel
Complex, which will have a capacity of
10,000 metric tons of iron daily when
it begins production next year. The
furnace is being built by Davy Ash-
International  with  Japanese
know-how. Regarding exporting fi-
nancing, Louis Saubolle, Bank of
America official in Hong Kong, in
June described the framework of an

more

overdralt plan presented to the Chi-
nese by a group of Japanese banks.
The plan was drafted at the request
of the Chinese. It offers overdraft
facilities of up to several hundred mil-
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lion yen per bank and a repayment
period of up to six months. There is
no indication that the Chinese have
adopted the plan. The Bank of
China, the organ responsible for
financing China’'s foreign trade,
had profit returns of $54.4 mil-
lion in calendar 1976, a 56% in-
crease over the previous year, in
the most recent set of accounts filed
with the Hong Kong Registry of Com-
panies. The accounts represent Bank
of China earnings in its major inter-
national branches, Hong Kong, Singa-
pore and London. Will China follow
East European economic policies?
Upon his arrival in Peking on August
80, President Tito was given a hero's
welcome in honor of his country’s
determined resistance of Soviet domi-
nation. Tito was once called an “in-
curable” renegade by the late Chair-
man Mao, and the circumstances of
his return to Peking give rise to specu-
lation that China’s political rapproche-
ment with Communist Europe is a
symptom ol deeper change on the
PRC’s

Tito's visit was accompanied by re-

social and economic levels.
ports that China is sending technicians
to study the Yugoslavian system of
worker self-management, in which
workers share with appointed man-
agers responsibility for running an
enterprise and distributing its profits.
China is interested in the system ap-
parently as an alternative to increasing
wage levels, which would present a
serious drain on scarce investment re-
sources, or to using moral incentives to
spur worker morale and efhciency.

BUYING REPORTS
The Japanese have been making a
strong push all summer, not only to
catch promised export contracts but
also to force up a declining volume of
trade. Total Sino-Japanese trade in
the January to June period was
down 10.8% from the same period of
1976, according to figures published by
the Japanese Association for Promo-
tion of International Trade (Kokubo-
soku). A sharp decrease in exports of
industrial plants and transportation
machinery and decreased exports of
steel were largely responsible for the
slump in trade. Total figure for ex-
ports was $792,234,000, down 26.69
from the corresponding period in 1976.
Japanese traders are confident of better
performance by the end of the year.
Steel exports have turned in a poor
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showing for the first half, but large
orders placed this spring by the
Chinese have already begun to
have an impact. There are reports
of swollen inventories as stockpiles
are built up for shipment to China.
Orders for rolled steel have already
reached two million metric tons (see
CBR 4:1); by the end of the year total
stecl sales are expected to climb to
five million metric tons. Since steel
sales usually make up 50 to 609 of
Japan’s exports to China, shipments
following recent orders should make a
big difference. Prospects for the year
have already improved since the first
Sino-Japanese

quarter, when total

trade fell a drastic 30.29,; much of the
improvement is attributed to a record
$370 million of contracts signed at the
Kwangchow Fair in May. In recent
months, Japanese sales of specialty
steel, fertilizers, and electronics equip-
ment  have further brightened the
scene. In June, specialty steel manufac-
turers announced sales of 55,000 tons
of their products for delivery in the
first hall of 1977; together with con-
tracts for 100,000 tons of spring and
carbon steel with Nippon Steel Cor-
poration for delivery in the first half
of the year, this brings the mid-year
total in specialty steel sales to over
150,000 tons. Companies involved in
the recent sales include Daido Steel
Co. (17,000 tons), Aichi Steel Works
Ltd. (15,000 tons), Sanyo, and Mit-
subishi Steel Manufacturing Co. Sec-
ond-half sales of steel products are
picking up. MACHIMPEX signed con-
tracts in June with Japanese firms
for 15,000 tons of steel wire and
cable at ¥160-170,000 per ton (lower
than the domestic price) and with
Japan Iron-Sand Steel Co., Ltd,
and Daitetsu for 30,000 tons of light
rail for loading in June-September.
Negotiations were reported underway
in June for another 30,000 tons of
light rail and for 100,000 tons of
small diameter steel bars from
Japanese open hearth steel makers.
Japanese exporters intend to up the
price of small diameter steel bars from
¥160-180,000 per ton FOB. A Chi-
nese order for two plants for drying
and heat-treating rubber was an-
nounced by Inoue Metal Industry in
late July. The deal was written at
about ¥500 million (US S1.8 million).
TECHIMPORT is again investigat-
ing the possibility of importing
color TV tube and TV set plants,

according to July reports of spokes-
men of Matsushita Electric Co. and
Tokyo Shibansa Electric Co. (Toshiba).
The Chinese want plants with output
capacity of ten to twenty thousand sets
per month that will operate on the
alternation

system used in

standard
(PAL) telecasting
Europe and North America. The de-
cision to expand the industry suggests

phase byline

a renewed commitment on the part of
the leadership to consumer preferences.
More media news: China is import-
ing its first Japanese movie in ten
years. The export contract was signed
with Shochiko Motion Picture Co. on
June 24. The 1972 flm, called Furu-
sato (Native Place),
troubles of poor workers under capi-
talism, a theme which is hardly likely

portrays the

to cause a sensation, but foreign-made
movies have been taboo since the Cul-
tural Revolution. The conclusion of
the semi-annual Sino-Japanese fer-
tilizer trade talks (6/12 to 7/14)
was disappointing to the Japanese
producers, many of whom are facing
large operating deficits and factory
shutdowns as a result of production
over-capacity. Higher prices asked for
by the Japanese caused the Chinese to
lower their original offer, and they
came away with only 500,000 tons of
urea and 150,000 tons of ammonium
sulphate for loading in the second half
of the year, rather than the 800,000 tons
of urea and 200,000 tons of ammonium
sulphate they had planned to buy.
Total value of the sale was $84 mil-
lion; purchase price of the urea was
reported to be S$130 per ton, $10 per
ton higher than the international
market rate. China also bought 270,000
tons of ammonium chloride valued at
$17 million at the same time. Negotia-
tions on a long-term fertilizer trade
agreement were deferred to the next
round of talks owing to lack of time.
Severe price-cutting by large-
scale international manufacturers
in bulk sales of polyester fibers to
China and other countries has led to
the formation of an export cartel by
Japan's ten major synthetic fiber pro-
ducers. The cartel will control the ex-
port of six types of fibers and spun
yarn to nine countries,
China. Vice president of Teijin Ltd.

including

Tomoo Tokosue told a press confer-
ence in July that the unfavorable inter-
national environment for Japanese
synthetic fibers made necessary the for-

mation of a “recession cartel.” Export
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contracts initiated at the Spring Can-
ton Trade Fair, however, were finally
concluded in July with contracts for
38,820 metric tons of polyester fibers
for delivery in the second-half of the
year. Major contracts went to Teijin
(13,200 tons), Toray (7,300 tons), and
Kururay (4,200 tons). In other negotia-
tions, tying up loose ends from the
Canton Trade Fair, China bought
2,212 tons of PVC for delivery in the
June-to-August period in addition to
the 9,000 tons ordered this spring at
the Fair. The largest contract ever
for paperboard exports to China
with a Japanese paper mill was
signed by Honshu  Paper Co. in
August. The contract ealls for export
to China of 33,000 tons of paperboard
worth ¥2,300 million, for shipment in
August to November this year. The de-
livery includes 18,000 tons ol kraft lin-
ers, 8,000 tons of corrugating mediums,
and 7,000 tons of white paperboard.
Sumitomo Heavy Industries has signed
a contract to introduce technology
to manufacture a West German
high-speed offset rotary press called
the K-Bau Compacta to China. The
press, by Koeing & Bauer AG, is ex-
pected to raise productivity in the
printing

industry  significantly.  The

contract  signature  was announced
June 6. In a sale of which only the
main details have been announced,
Kinmon Denki Co. has won a con-
tract from MACHIMPEX for a metal
laser oscillator, via Sanyu Tsusho
trading company. The news was re-
leased in late May. Romania signed
contracts in August with VFW-Fokker
of Bremen for license rights to assem-
ble VFW 614's; a joint company has
been established to supervise produc-
tion of the first hundred. China is con-
sidered the most promising of possible
markets for the aircraflt. The West
German firm of Siemens has
signed a contract to supply tech-
nical assistance in the construction
of a hydro-electric plant, according
Moci, the
French journal. The Chinese have
asked for another high-speed dyna-
mometer from Great Britain. Com-
ing on the heels of the Vickers con-

to a May 30 report in

tract in May for an aircralt tire, wheel,
and brake test dynamometer, the sale
presents added confirmation of the
trend in buying plant equipment of
high technical quality. The present con-
tract, placed with Froude Engineering,
is valued at $171,000; the dynamom-
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PanAm’sWorld

Inaugural Tour to the
People’s Republic of China

December 1977

First trip of its kind: 120 American tourists will have an opportunity to visit Peking,

Shanghai, Hangchow and Canton on a first-time Pan Am tour to China. Pan Am

will fly the group to Hong Kong on November 30, from which point they will go by
train to Canton. The trip was sold out immediately after it was announced.

cter is one designed for testing gas
and steam turbines and is capable of
accurately measuring  outputs up to
37.500 hp. The Lancashire-based TBA
Industrial Products Ltd. (Turner and
Newall) has completed and dis-
patched the largest-ever consign-
ment of British-marde gasket mate-
rial for China. The contract, valued
at S32.190, was signed between TBA
and TECHIMPORT. It was described
as a “corporate requirement” from a
number ol principal industries in the
PRC. In the UK, a stir was caused by
strikes at the Rolls Royce factory in
Hillington, Glasgow, where 15 Chinese
technicians  are undergoing training
under terms of the $190 million Spey
engine contract. The workers responsi-
ble for the training program joined the
walkout, and it was feared that the
break in classes would anger the Chi-
nese and preclude future orders, but
the strike ended without further event.
The French appear to have obtained
the latest plum in China’s airsystem
development: a turnkey contract
for a civil air traffic control system.
The sale was disclosed by a representa-
tive of Thomson-CSF at the Paris Air
Show in carly June: he would not re-
veal details of the contract because the
Chinese requested  privacy but it s
likely to be very similar to Thomson-
CSF's Brazil project, a nationwide net-
work which was billed at $70 million.
According to latest reports in  Pe-
king, Massey-Ferguson of Canada
has just sold the PRC 3,000 55-hp
tractors. The French source that re-
leased the news said the sale was made
on August 20 and involved machinery
made in Massey-Ferguson's plants in

France. The sale is China's first major
foreign purchase relating to its grand
plan for agricultural modernization;
other major sales are likely to follow
the study of chemical fertilizer plants
TECHIMPORT
Europe.

delegation
Nitrex,

by the
now underway in
a  Swiss  agency representing nine
major West European fertilizer manu-
facturers, announced the sale of 500,
000 metric tons of single-nutrient
fertilizers to China in carly June,
[ollowing shortly upon the Japanese
sale of similar size. The Australians
are hopelul of consolidating the com-
modity trade in sugar with China but
at present are unable to offer a price
attractive to the Chinese; the Australian
government as a rule requires fixed price
provisions for sugar sold under con-
tract, and world sugar prices are now
too low to drop Australian prices for
the sake of offering the Chinese a good
bargain. In June, Thailand sold China
300.000 metric tons of sugar valued at
S75 million. The several transactions
involved were negotiated through Jap-
anese trading companies over the past
year. Japanese sources predict a
record high of Chinese sugar pur-
chases this year of perhaps 1.5 mil-
lion tons, for the same reason as the
high wheat purchases, a shortage due
to natural disasters, drought, and
Other

sources, however, attribute the large

disruption  of  production.
purchases of sugar in the past year to
increases in domestic demand and to
re-exports of refined sugar. Figures for
1975 show that about a quarter of
sugar imports were re-exported as re-
fined sugar. The Philippines will sup-
ply China 75,000 to 150,000 metric
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tons of sugar as part of an agreement
concluded on June 2 to expand bi-
lateral trade. Madame Imelda Marcos,
wife of the president, returned from
Peking earlier in the year with prom-
ises that China would buy 450,000
metric tons of raw cane sugar, but
neither delivery dates nor contract spe-
cifics have been revealed. The Philip-
pine International Trading Corpora-
tion announced sales of 5,000 long
tons of crude coconut oil for ship-
ment to China in July and August.
The Chinese have shown interest in
the fruit and vegetable produce of
Bangladesh and have signed contracts
for large amounts of cashew nuts and
cowhides over recent months. S. B.
Choudhury, leader of a Bangladesh
government trade mission to Peking
in June to review the status of bilat-
eral trade, came back with the message
of plans to expand trade on both
sides. The Chinese will use their
own ships to carry cargoes of
bananas, pineapples, and other
tropical fruit from Bangladesh. The
sizable contract for cashew nuts, a
hundred metric tons worth $600,000,
was signed with the China National
Native Produce and Animal By-
Products Corporation and followed
shortly upon the sale of twenty thous-
and pieces of wet-blue cowhides worth
$5 million. Neighboring India con-
cluded negotiations in July for
sales of shellac to China which be-
gan at the Spring Trade Fair in Can-
ton. An announcement by the Minis-
try of Commerce stated that 600 tons
of shellac would be shipped immi-
nently. Reports in July of large Chi-
nese purchases of soybean oil have
recently intrigued market special-
ists. China, the world’s third largest
producer of soybean and soybean prod-
ucts, rarely goes abroad to look for
supplies; now its buying activities are
very much on the quiet. According to
one trader, “They buy a small amount
here and there so they won't attract
attention,” and figures for their total
purchases are hard to come by. The
best estimate for soybean oil purchases
is 90,000 tons; Brazil is the principal
supplier. China is also buying fertilizer
in South America; the Chilean Mining
and Chemical Company signed a con-
tract with SINOCHEM earlier this year
for shipment of 15,000 tons of sodium
saltpeter fertilizer in August. A con-
tract for the same amount was signed
in August for immediate shipment. In
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the minerals and metals trade, China
has signed major contracts with Mid-
dle Eastern suppliers. Bahrein will
supply Peking with ten to twenty
thousand tons of aluminum a year,
according to the terms of an agree-
ment signed in July, and has already
shipped 4,000 tons as a pre-contract
consignment. lraq will send China
100,000 tons of sulphur under the
terms of another July agreement.
According to a Reuters report of
August 30, lIran has sold China
300,000 metric tons of Iranian
crude oil at OPEC prices. Payment
will be on a cash basis, the National
Iranian  Oil Company disclosed. In
May, China finalized contracts to
buy $12 million of copper concen-
trates from the Philippines. The
sales will bring total value of copper
concentrates China has bought from
the Philippines since 1974 to $36 mil-
lion. Delivery of the present order of
40,000 metric tons is to be before
September, 1977. In the West, reports
that the Chinese will buy 4,000 metric
tons of lead have been driving up
prices on the London Metal Exchange.

CHINA SELLING REPORTS
Following a July trip to Peking, the
Japan International Petroleum ‘Trad-
ing Company (Kokusai Sekiyu) an-
nounced that agreement had been
reached with the PRC to raise the
FOB price of Taching crude by 5
cents to $13.20 per barrel for im-
ports in the latter half of the year.
The Japan-China Petroleum Import
Council backed up the hike, which still
leaves Chinese crude 35 cents cheaper
per ton than its main competitor,
Minas crude of Indonesia. Agreement
was also reached to increase the
import volume by 350,000 tons,
bringing total Japanese import ship-
ments for the year to 6.53 million met-
ric tons. The Chinese asked for the price
increase to reduce the discrepancy be-
tween the price of Minas and their
product. Interest is keen in the set-
tlement of terms for oil and coal
purchases from China that will be
written into the long-term agreement.
The Mainichi Shimbun of July 25,
reporting that Japanese business lead-
ers had agreed in spring talks with the
Chinese to an import level of 30 mil-

lion metric tons of oil and 5 million
metric tons of coal per year by 1985,
aroused excitement in  business cir-

cles. The report was subsequently dis-

credited by the results of a survey
conducted by the Japanese Natural Re-
sources and Energy Agency in con-
junction with the oil refining industry.
The study showed that Japan's twenty
refineries’ projected requirements
for Chinese crude in 1987 would
amount to only 20 million metric
tons annually and warned against
overestimating industry needs in order
to improve prospects for the bilateral
trade accord. More accurate informa-
tion on the proposed policy toward
coal imports was supplied by the head
of the Electric Power Development
Company, Yoshihiko Morozumi. He
proposed imports of 120,000 tons
of Chinese steam coal this year, a
modest increase over last year's trial
contract. By 1980, however, he pre-
dicted, Japan's requirement will rise
to at least a million tons per year.
Morozumi added that talks have al-
ready begun toward the realization of
this goal. Steel industry sources re-
port China ore sales. Kawasaki
Steel Corporation contracted in June
to buy 7,000 tons of ferro-manganese
ore at FOB ¥6,512 per ton; an addi-
tional 5,000 tons has been ordered by
Nisshin Steel Company. The two com-
panies plan to continue to use Chinese
ores; up to now they have obtained
supplies mainly from South Africa and
India. The Japanese textile indus-
try continues its lobbying efforts
against imports of Chinese silk. The
latest move this July has been the
application of a “prior approval”
system for Chinese silk exported via
Hong Kong. Japanese government
sources charged that 109, of Chinese
silk exports last year were routed
through Hong Kong and that the con-
tinuation of the practice voided the
quota system established this May. In
the future, silk importers will be
required to obtain prior govern-
ment approval before accepting
shipments of silk of Chinese origin
from Hong Kong. The Chinese fear
that the Japanese action may stir up
protectionist instincts in  other silk-
producing countries. In Europe, how-
ever, rising Chinese prices, rather than
protectionist policy, are endangering
Chinese silk sales. The Italian silk
importers are in arms against fur-
ther restrictions on imports of Chi-
nese silk; it is rumored that silk
importers had already exhausted the
annual import quota in late March.
Canada has imposed an import permit
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system for cotton terry cloth towels
similar to the Japanese “prior ap-
proval” system for silks. Permits are
being issued to importers based on
their “historical” performance. Britons
are complaining about shortage in
supplies of Chinese cashmere,
camel hair, and angora; some firms
will be severely hit by failure of the
Chinese to fulfill export
The present shortage is probably an
effect of the recent drought, which

contracts.

has done further damage to stocks that
were already crippled by the Tangshan
disaster. Another longer-term problem
is development of a Chinese process-
ing industry for fine fabrics and cloth-
ing, which will appropriate the major
share of luxury fiber supplics. China’s
Hong Kong market has also suffered
the effects of the drought; imports rose
for the first five months of the year
by a mere 0.59]. Cereals and cereal
products were especially hard hit,
down 14.39], from the same period last
year. Sales to Hong Kong of fish and
fish products and non-metallic mineral
manufactures also did poorly, drop-
ping 169, and 13.49], respectively from
sales levels of the January-to-May
period in 1976. As usual, out of the
total trade a large chunk was
ticketed for re-export; of $3.03
billion worth of goods bought from
the PRC, $982.5 million were re-
exported. Among the areas in which
Chinese sales were strong, the rise
in sales of crude and animal vege-
table materials is most striking with
a 659,
last year. Clothing exports also rose
by 489, seeming to corroborate trad-

increase over the same period

ers’ reports of expansion in the tex-
tile industry. Hong Kong's petro-
leum imports from the PRC went
up by 29% over the January-to-
May period last year. Sales are ex-
pected to exceed the $13 million level
they reached by the end of 1976 with
the opening this year of three oil stor-
age facilities in the New Territories.
The big news of the summer in
Hong Kong was the inauguration
of the first of the new oil storage
depots at Fo Tan, near Shatin, in
July. The new depot, operated by the
Peking-owned China Resources Com-
pany, is connected by rail with the
PRC and has a storage capacity of
10,000 tons. Reports noted purchases
of almost $1.7 million of road-build-
ing machinery by Pakistan. The
equipment is probably destined for the
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Korakoram Highway project, which
has received abundant assistance from
China in the past four years in the
form of labor and technicians. Typi-
cally, China finances its foreign aid
projects at least partially through
sales of Chinese products within the
host country. Such deals are not just
a one-way street; China offers the de-
veloping country Dbetter prices than
available on the world market and, in
sales of machinery and equipment,
technology bettersuited to the local

environment.

DELEGATIONS TO CHINA

ALBANIA, 7/3-16/77, Broadcasting
and television delegation met with
Chang  Hsiang-shan, director of the
Central Broadcasting Administration.
ALBANIA, 7/31-8/12/77, Members of
the Albania-China Friendship Agri-
cultural Co-op led by Enver Naska,
on the invitation of the Peking Munic-
ipal Revolutionary Committee, visited
Peking: Tachai, Mao’s birthplace; and
their counterpart China-Albania friend-
ship co-op. They were received by
Vice-Premier Chen Yung-kuei.
AUSTRALIA, 5/27/77, Trade mis-
sion from New South Wales arrived
at the invitation of the China Council
for Promotion of International Trade.
AUSTRALIA, 6/12-26/77, An Aus-
tralian livestock group led by D. S.
Keyser presented technical seminars
and conducted business talks in
Peking, Inner Mongolia, and Shanghai.
The ten-member delegation was or-
ganized by the Australian Department
of Overseas Trade to promote sales of
Australian breedstock to China and
included representatives of the Aus-
tralian industry, beef breed
societies, and stock and station agents.
Highlight of the mission was a rare
ten-day tour of Inner Mongolian
livestock farms and veterinary re-
search institutes.

AUSTRALIA, 8/22-9/7/77, Nineteen-
member Australian trade mission
representatives  of major
Peking, Nanking,
Hangchow, and

sheep

including
companies visited
Wausih,
Canton.
BOLIVIA, 6/15-19/77,
Bolivian businessmen led by Carlos
Iturralde, head of the Association of

Shanghai,

A group of

Tungsten Producers and leading mem-
ber of the International Tin Company
of Bolivia, visited Peking under CCPIT
auspices.

BRAZIL, 6/77. Compenhia Vale do

Rio Doce, Brazil's mining and natural
resources (‘DIHI)[HIY, Qll]IlULlll(.L'(l plﬂns
to send a mission to China to sell
iron ore and negotiate imports of
petroleum and copper.

CANADA, 7/5/77, Delegation of the
National Farmers Union arrived in
Peking.

CHILE, 10/77, Government trade
mission will be sent to Peking in
October to buy medical and agri-
cultural equipment.

CONGO, 6/16-21/77, Prime Minister
Louis-Sylvain Goma and entourage
toured China.

EUROPEAN ECONOMIC COMMU-
NITY, 7/4-18/77, Six-man delegation
of the EEC led by Robert de Kergolay
visited Peking for talks on the legal
form of a trade agreement to be
negotiated later in the fall.
FRANCE, 6/8-16/77, Fifteen-member
telecommunications delegation vis-
ited Peking under charge of M. Thery,
Directorate-General  of
Telecommunications of France.
FRANCE, 7/17/77, Reports surfaced
of a favorable export finance
scheme that France is planning to
offer China during a visit of French
ministers to Peking in August. The
plan, details of which were not dis-

head of the

closed, was prepared by a consortium
of French banks and has already re-
ceived government approval.
GERMANY (FRG), 5/30/77. Delega-
tion of the Technical Association of
Super-Power Associations arrived
in Peking for a round of technical dis-
cussions,

GREAT BRITAIN, 8/1/77, Dr. M.
Sweeting headed a geomorphology
delegation to China for talks with
colleagues at the Chinese Academy of
Sciences.

GREAT BRITAIN, 8/3/77, Conserva-
tive Party group led by Reginald
Evyre arrived in Peking.

GREAT BRITAIN, 8/77, The China
Trade Newsletter #261 (July 1977)
reported that Froude Engineering
had been invited to Peking to give
technical presentations of its new
machine for automated testing of
gas and diesel engines and small
turbines.

GREAT BRITAIN, 9/77. Coventry
Chamber of Commerce announced
plans for a two-week trade mission
to China in September; the Sino-
British Trade Council is planning a
delegation of high-level industrial-
ists, led by trade council chairman
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L

Leader of National Council-sponsored CCPIT visit to US, Wang Yao-ting, has dis-

cussion with Speaker of the House “Tip” O'Neill (D-MA), September, 1977.

Lord Nelson, for the same month. The
mission will focus on the iron and
steel industry, and incude top-level
executives of British Steel and Davy
International.

GREAT BRITAIN, 11/77, An all-in-
clusive package tour (o Peking
leaves London on November 5, spon-
sored by Thomson Holidays following
five years of negotiations with the Chi-
nese. A spokesman of Thomson Holi-
days stressed that the tour “will be a
cultural visit, not a holiday” and
will enlist “serious visitors.”
IRAQ, 6/29/77, Ahmad Danhash Man-
sur, head of the Mining Department
of Iraq, arrived for talks on the
sulphur trade at the invitation of the
China National Chemicals Import and
Export Corporation.

IRAQ, 7/31/77, Delegation of the
Iraqi Date Administration.

ITALY, 6/12-16/77, A visit by ltalian
Foreign Minister Arnaldo Forlani
demonstrated ltalian support of the
prospective Sino-EEC trade accord. At
a dinner in Peking on June 12, For-
lani voiced support of the negotiations
and confidence in the prospects for
Sino-ltalian trade, based on ex-
change of technology for raw ma-
terials.

JAPAN, 6/3/77, Friendship delega-
tion of the Japan-China Agricul-
tural Technique Exchange Associa-
tion arrived in Peking as guests of the
Chinese Society of Agronomy.
JAPAN, 6/7/77, Goodwill delegation
of the Japan Journalists’ League led
by Shizuma Kai, chairman of the
league, arrived in Peking.
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JAPAN, 6/23-7/5/77, Delegation ol
the Association for the Promotion
of International Trade (Kokuboso-
ku) under the leadership of managing
director Teiji Hagiwara spent two
weeks in Peking discussing means of
expanding trade and economic coop-
eration between the two countries.
The delegation met with Wang Yao-
ting, CCPI'T chairman, and officials of
the Foreign Trade Ministry and for-
eign trade corporations.

JAPAN, 7/1/77, Bank of Tokai dele-
gation arrived for talks with Bank of
China officials on adoption of an “on-
line” bank data-processing system.
The mission, headed by President
Shinichi Tani, also broached the pos-
sibility of supplying technical aid
for the development of bank man-
agement programs. China has shown
great interest in the computer system
utilized by the Japanese bank for in-
stant retrieval of finance and deposit
data, according to bank spokesmen.
JAPAN, 7/6/77, Japanese printing
and publications delegation arrived
in Peking.

JAPAN, 7/18-8/2/77, Delegation ol
three television and broadcasting
corporations from Osaka arrived on
the invitation of the Central Broad-
casting Administration, for “friendly
talks."”

JAPAN, 7/25/77, Delegation of the
Japan International Petroleum Trad-
ing Company visited Peking at the
invitation of China National Chemi-
cals Import and Export Corporation.
The mission returned with an agree-
ment to raise the price of Chinese

oil by 5 cents per barrel (see China
Selling Notes).

JAPAN, 7/27/77, Matsushita Electric
Industrial Co. received the go-
ahead for a mission to discuss con-
tract terms for sales of TV sets and
a TV manufacturing plant to China.
Initial inquiries on the purchase of a
TV plant were received prior to the
start of the anti-“Gang of Four” cam-
paign in October of last year, company
spokesmen said.

JAPAN, 8/1/77, Goodwill delegation
of magnetic materials experts ar-
rived in Peking.

JAPAN, 8/2/77, 400-strong delega-
tion of the Japan-China Friendship
Association visited China in an effort
to promote early conclusion of the
Japan-China friendship
treaty and were received by Vice Pre-
mier Li Hsien-nien. The trip was
launched in the Japanese press
with a barrage of articles favoring
the conclusion of the treaty, but the
chances are slim with Prime Minister
Takeo Fukuda's assertion that he is

peace and

“too busy” at present to deal with the
treaty. Recent developments in Japa-
nese-Soviet relations, as well as the
Tokyo-Seoul agreement on joint de-
velopment of territorial waters and
Fukuda's pro-Taiwan stance, are prac
tical causes of the downturn in politi-
cal relations.

JAPAN, 8/77, Federation of Eco-
nomic Organizations (Keidanren)
announced intention to send a high-
level mission in late August to
finalize terms of the Japan-China
long-term trade agreement, specif-
ically to seek settlement on price
and volume of oil imports. The plans
for the mission were set in a July 25
session  between  Wang  Yao-ting,
CCPIT Chairman, and Toeshiwo Doko,
president of Keidanren. Observers pre-
dict that the substance of the negotia-
tions will concern settlement of the
price of oil imports on which there
exist serious differences. Toshio Ko-
moto, chairman of the Liberal Demo-
cratic Party's Policy Affairs Research
Council, has already signified willing-
ness to set import volume at the 15
million ton level.

JAPAN, 9/7-22/77, The Japan Auto-
mobile Parts Manufacturers Asso-
ciation is sending a fifteen-member
research mission to visit automobile
parts works in manufacturing plants in
Peking, Nanking, and
Shanghai. Representatives of 11 firms

Changchun,
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are included in the mission which
will try to establish “independent
contact” with Chinese automobile
makers, according to the Japan East-
West Trade News (Aug 4, 1977).
JAPAN, 9/15-29/77, A long-delayed
mission of the Japan Automobile
Manufacturers Association (JAMA)
was announced August 1 for mid-
September. The fourteen-man delega-
tion will discuss Japanese technical
aid in auto production and levels
of future Japanese auto exports to
China (which presently stand at
about 2,000 vehicles annually). The
Chinese decision to revive the mission,
originally planned for March of this
vear, was taken as a sign that the new
leadership favors rapid moderniza-
tion and expansion of the automo-
bile industry during the current
Five-Year-Plan. The mission will be
led by Tomio Kubo, president of
Mitsubishi Motors Co., and will in-
clude high-level executives of nine
other firms.

JAPAN, 8/77, Under terms of a tech-
nical cooperation agreement signed
with Peking in 1974, a Nippon Steel
Corporation technical mission vis-
ited hot stripping and electrical sheet
manufacturing facilities at the Wuhan
Steel Works in August to give assist-
ance on electric and computer sys-
tems of the facilities. Nippon Steel
also disclosed plans to sell the Chi-
nese 80,000 tons of hot rolled steel
and 60,000 tons of steel slabs. Since
the hot strip mill at Wuhan has not
vet been completed, Chinese producers
are facing shortages in these supplies
which Nippon hopes to fill, over and
above export quotas set by the Japa-
nese steel industry as a whole.
JAPAN, §8/29-9/5/77, Five of Japan’s
largest steel companies will send
a mission to Peking to try to per-
suade the Chinese to accept a
higher price for Japanese steel. Up
to now, Japan has been selling steel
products to China at prices 15 to 209
lower than international market prices,
mainly because the Chinese refuse to
negotiate volume of import contracts
before arriving at favorable price set-
tlements, Now Japanese manufacturers
claim they are unable to continue ex-
ports on
they can obtain an improved rate
structure. The mission is crucial to
the medium-term level of Japanese
steel exports, according to a Finan-
cial Times report of July 29. Only steel

an expanding basis unless
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prices will come under review; the
question of volume will be raised in a
later October mission. Yuzuru Abe,
president of Nippon Steel, is leader of
which includes vice
presidents  from Kokan,
Metal Industries, and Kawasaki Steel
Corporation.

JAPAN, 9/77, Major Japanese Oil
companies—Idemitsu Kosan, Kyodo
Oil, and Maruzu  Oil—announced
plans to send an inspection team to
Taching oil field. The team will study
Chinese crude oil production, prepara-
tory to drafting an import program.
JAPAN, 10/77, Bank of Tokyo mis-
sion announced for October.
MALAYSIA, 8/11-11/77. Vice-minis-
ter of Finance Richard Ho Ung Hun
met with Li Chiang, Chinese Minister

the delegation,
Sumitomo

of Foreign Trade.

MAURITANIA, 7/26, Economic dele-
gation led by the Minister of Econo-
my, Planning, and Development ar-
rived in Peking.

MOZAMBIQUE, 7/4-10/77, Govern-
ment trade delegation visited China
for business talks.

NETHERLANDS, 6/29/77 Twelve-man
Dutch harbor construction and
dredging equipment mission under
the leadership of |. H. Wijsman ar-
rived in China for three weeks of talks
with port officials and engineers. The
delegation, which included represen-
tatives of Rijn Shelde (RSV), ITHC
Holland, Conrad/Stork, and the Rot-
terdam Port Authority toured the ports
of Shanghai, Whampoa, Dairen, and
Tsingtao. Chinese are presently re-
construction equip-
preparatory to

viewing foreign
ment and know-how
launching a major building program
to develop deepwater port facilities;
bidding will culminate in a port tech-
nology exhibition planned for the sum-
1978 (see Exhibitions). The
Dutch are considered to have a leading

mer of

edge in the competition because of the
applicability of their technology to
Chinese conditions.

PAKISTAN, 7/29-8/5/77, Trade dele-
gation visited China to renew the
border trade agreement between the
two countries. Letters on trade were
signed and exchanged August 2.
PHILIPPINES, 6/2/77, Delegation to
the first meeting of the Joint China-
Philippines trade committee led by
Dakila Fonacier, director of the Bu-
reau of Foreign Trade of the Philip-
pines, arrived in Peking.
PHILIPPINES, 7/25/77, Goodwill mis-

sion of insurance companies visited
Peking at the invitation of the People's
Insurance (:um]mnyﬂ

ROMANIA, 7/4-13/77. Government
trade delegation led by Ian Stoian,
Vice Minister of Foreign Trade and
International Economic Cooperation,
visited Peking to attend meetings of
the China-Romania Mixed Trade
Committee.

ROMANIA, 7/18/77. Scientific and
technical delegation arrived in Pe-
king to attend 18th session of the
joint commission on scientific and
technical cooperation between
China and Romania.

ROMANIA, 7/25/77. Hosted by the
China Film Corporation, a Roman-
ian film distribution delegation led
by Rachita Vasile, deputy director of
the center of Romanian Films, arrived
in Peking for a brief stay.

RWANDA, 7 6-16/77, Health delega-
tion led by the Minister of Health,
Musafili, Peking
and Nanking.

SENEGAL, 6/15-28/77, Government
trade delegation visited Peking and
Shanghai.

SOMALIA, 7/20-29/77, Government
delegation led by Vice President Is-
mail Ali Abokar arrived for high-level
talks.

SUDAN, 6/6-16/77, President Nimeri
of the Sudan led government delega-
tion to pay official visit to China. Presi-
dent Nimeri met with Chairman Hua

Ildephonse toured

Kuo-feng to discuss  “relations of
friendship and cooperation” between
China and Sudan.

TANZANIA, 7/77, Meteorological
delegation in Peking for talks with
Central Meteorological Bureau,
UNITED NATIONS, 8/1-11/77. UN
Secretary General Kurt Waldheim
paid a courtesy call on Chinese lead-
ers following his recent reappointment
as UN chief. China is a member of
the UN Security Council.
YUGOSLAVIA, 6/5-6/77, Govern-
ment trade delegation visited Peking
for talks on expansion of the trade and
economic cooperation,
YUGOSLAVIA, 6/1-6/77, Scientific
and technical cooperation delega-
tion under the leadership of academi-
cian Ivan Jurkovic on goodwill trip.
YUGOSLAVIA, 8/30/77. President
Tito, one-time “arch-revisionist” of
Peking  press
Peking in a dramatic demonstration of

diatribes, arrived in

improved relations between the two
countries. He became the first for-
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eigner to visit Mao's newly-opened
mausoleum. Yugoslav government
sources said that the Chinese had
offered support of Yugoslavia's
nonaligned policies in the course
of talks in Peking.

ZAIRE, 6/1-15/77, Government trade
delegation visited Peking.

DELEGATIONS FROM CHINA

ARGENTINA, 6/17-26/77, Four-man
government shipping delegation
visited Buenos Aires to negotiate a
government shipping agreement.
AUSTRALIA, 6/9-30/77, Goodwill
delegation of the Chinese Academy
of Sciences led by Professor Chien
San-chiang, deputy secretary-general of
the Academy. Exchange of “academic
items” were among the topics dis-
cussed at meetings between the Chi-
nese and their counterparts of the
Australian Academy of Sciences. The
presence of Professor Chien, one
of China's foremost nuclear physi-
cists, gave rise to rumors that the
purpose of the mission was to
weigh the chances for long-term
supplies of Australian uranium for
the Chinese nuclear industry.
AUSTRALIA, 8/13/77. Vice Minister
of Foreign Trade Chai Shu-fan lelt
Peking for a visit to Australia and
New Zealand.

BANGLADESH, 7/15/77. Machinery
trade delegation arrived in Dacca for
talks with the Ministry of Commerce
and Agricultural Development Corpo-
ration. The main purpose of the mis-
sion was to assess the market for
Chinese agricultural machinery.
CANADA, 6/12/77, Delegation of the
Institute of Foreign Affairs under the
leadership of Hao Te-ching, presi-
dent of the Institute, arrived in Ottawa.
DENMARK, 6/18-28/77, Delegation
to the third meeting of the China-
Denmark mixed trade committee in
Copenhagen.

FRANCE, 6/7-15/77. Hsing Yung-
ning, deputy chief of staff of the Chi-
nese Air Force, and party attended
the 32nd International Air Show in
Paris.

FRANCE, 9/77, Technical mission
from the PRC scheduled to meet
with European Space Agency offi-
cials for extensive briefings on West-
ern space technology and space pro-
grams. The Chinese mission, consisting
of about ten members, will spend forty
days viewing European space activities
with space agency officials and repre-
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sentatives of European manufacturers
active in space programs. The visit was
requested by the Chinese. The Euro-
pean Space Agency is organizing in-
dustry visits, as well as the presentations
in its own facilities.

GERMANY (FRG), 5/30-6/15/77,
Coal technology delegation visited
West Germany to inspect lignite mines
in the Rhine and coal mines in Ruhr
and Saarland, as well as research insti-
tutes, at the invitation of the Federal
Ministry of Research and Technology.
GERMANY (FRG), 6/5-19/77, Good-
will delegation of Chinese institu-
tions of higher education arrived for
a tour of universities and research
institutes.

GERMANY (FRG), 7/3/77. A large
delegation of the National Techni-
cal Import Corporation under the
leadership of General Director Tsui
Chun left Peking for a two and a
half month tour of chemical fer-
tilizer plant facilities in West Ger-
many, France, the Netherlands, and
Norway. The delegation includes nine
petrochemical engineers who specialize
in chemical fertilizers and is scheduled
to meet with companies that make
complete fertilizer-manufacturing
plants as well as production units. The
delegation is being hosted in West
Germany by Uhde Co. and in France
by the Societe Chimique de la Grande
Paroisse. Experts believe that China
is shopping for plant and equipment
to produce nitric acid and nitrates.
GREAT BRITAIN, 6/22-7/77. TECH-
IMPORT delegation headed by Yeh
Cheng-ta toured industrial plants in
the Northeast. The Phillips-Norway
oil complex, Seal Sands, the Redcar
Whessoe, and Head
Wrightson were among the firms visited.
British firms were excited by the
display of Chinese interest in Brit-
ish iron and steel technology, par-
ticularly Davy Ashmore Internation-
al, which is engaged in building the
£200 million blast furnace at Redcar

and hopes for similar contracts from

steel  complex,

the Chinese.

IRAN, 5/25-6/9/77, Insurance dele-
gation headed by Sung Kuo-hua at-
tended the conference of the 13th
Afro-
Asian Insurance and Reinsurance Asso-

executive  committee  of the
ciation and its plenary session on June
I in Teheran.

JAPAN, 6/21-7/12/77, Chinese rail-
way workers delegation on a good-
will visit at the invitation of the Japa-

nese National Railway Engine Drivers’
Union.

JAPAN, 7/12/77. Goodwill delegation
of the China Fishery Association
left for Japan.

JAPAN, 7/12-8/12/77,
coal inspection team toured Japan
for a month inspecting coal mining
machinery and mine safety equip-
ment in coal mines, and machinery
plants from Kyushu to Hokkaido.
The main purpose of the mission is
to look over what Japan has to offer
in the way of coal mining machinery
in pursuance of the long-term Sino-

Ten-member

Japanese trade agreement.

JAPAN, 7/15-8/1/77, Wang Yao-
ting, CCPI'T chairman, arrived at the
head of a CCPIT Friendship Mission
to participate in the opening of the
Chinese exhibition being held in Sap-
poro through August 8. After attend-
ing opening ceremonies at the fair on
July 17, the team flew to Tokyo for
talks with leaders of the Federation
of Economic Organizations (Kei-
danren).

JAPAN, 7/25-8/16/77, Following its
US tour, a ten-member MACHIMPEX
delegation under the leadership of
Chao Sheng-chen visited Japan to
inspect offshore drilling technology
and equipment and conduct pre-
liminary research for purchases of
oil drilling and related equipment
from Japan. Industry sources say the
focus of the present shopping ex-
pedition is on ocean research ships,
platforms, drilling equipment, and
special purpose valves. Like the
coal technology inspection mission, the
oil group is an offshoot of the Kei-
danren talks in March on the estab-
lishment of a long-term Japan-China
trade agreement under which China
will export coal and oil and import
steel and equipment from Japan. In
order to live up to the high export
levels promised, China must first in-
crease its output capacity through
opening of new coal mines and oil
fields and plant improvements.
JAPAN, 8/5/77, High energy physics
delegation left on goodwill visit.
JAPAN, 9/13/77, Foreign Trade Vice
Minister Liu Hsi-wen arrived at the
head of a thirteen-man delegation
to discuss the long-term trade
agreement with Japanese business
leaders. Talks were held between Liu
and Yoshihiro Inayama, president of
Kokubosoku (Japan Association for
the Promotion of International Trade);
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SPECIAL REPORT ON
CHINA'S MARITIME
AGREEMENTS NOW

AVAILABLE FROM THE
NATIONAL COUNCIL

The National Council’s Spe-
cial Report #21: China’s Mari-
time Agreements by Irwin Mil-
lard Heine is now available. It
contains a unique collection of
the texts of the PRC's agree- |
ments with 14 countries, as well
as information on other types of
shipping arrangements. The 72-
China's

page report  analyzes

maritime objectives and com-
| pares and explains provisions of
the various agreements. Initial
copies are free to members and
820 each for
Additional

other interested

parties. copies  for

members are also $20 each.

afterwards Liu  visited the Yamata
Works of Nippon Steel Corporation
and the Kashima and Kohura Works
of Sumitomo Metal Industries,
JAPAN, 10/77, China will send a
mission to Japan in October to in-
spect Japanese rolling stock and
signal systems, reportedly in con-
nection with Chinese plans to con-
struct a large-scale marshaling
yard outside of Peking. Tcchnical
discussions are currently being held
with Japanese railway signal makers.
MOROCCO, 6/11/'77. Government
trade delegation Ilcit Peking o at-
tend a meeting of the Joint China-
Morocco Trade Committee.

NEW ZEALAND, //21/77. Delega-
tion to the third meeting of the
China-New Zealand Joint Trade
Committee left for home. The dele-
gation, led by Cheng To-pin, of the
Ministry ol Foreign Trade. sought
expansion of trade, especially textiles,
and increased technical cooperation
between the two countries.

NORWAY, 6/10-18/77, Government
trade delegation attended  third
meetings of the China-Norway Mixed
Trade Committee.

PAKISTAN, 5/30/77, Three-man dele-
gation of the People’s Insurance
Company visited Pakistan to hold dis-
cussions with the Pakistan Insurance
Corporation. The state of existing ties
was reviewed and  possibility of fur-
ther collaboration discussed.

SEPTEMBER-OCTOBER 1977

PAKISTAN, 7/77, Kuan Hsueh-chung,
Deputy General Manager of the Tient-
sin Gas Company, led a five-man gas
exploration and distribution dele-
gation on a one-month study tour of
gas distribution systems. Gas installa-
tions in Lahore and Lyallpur were
visited, as well as compressor stations,
regulation stations, and special pipe-
lines over riverbeds in Multan.

ROMANIA, 7 5-16/'77, Geological
delegation led by Hsu Chieh, leading
member of the State Geological Bu-
reau, spent ten days touring field sites

and  holding discussions  with their
Romanian counterparts.
TANZANIA, 6/17-7'3/77, Chinese

shipping delegation visited Dar es
Salaam to attend the 11th board of
directors meeting of the Chinese-
Tanzanian Joint Shipping Company.
VIETNAM, 8/3/77, Five-member bio-
logical study group arrived for a
study tour under terms of the scien-
tific and technological cooperation
agreement between the Chinese Acad-
emy of Sciences and the State Com-
mission for Science and Technology
of Vietnam.

YEMEN, 8/5/77. Government trade

delegation arrived for talks.

EXHIBITIONS

FRANCE, 11/78, A French exhibition
ol leading petroleum and gas equip-
ment is reported scheduled for 1978.
GABON, 6/29-7/14/77, Exhibition in
Libreville ran concurrently with 14th
conference of the Organization of
\frican Unity. Displays on industry
and agriculture attracted over 80,000
visitors: centerpicces were the minia-
Tachai  production
brigade and Taching oil field.

HONG KONG, 6/11-7/11/77, Trade
show of Chinese machine tools and
motors won more than HK $3 mil-
lion worth of orders for Cosmo
Machinery Trading Co., the sole dis-
tributor of Chinese machine tools and

ture  models  of

electric motors in Hong Kong, the
Philippines, and Thailand. The hfth
fair of its kind, with attendance of
about 30.000. included representatives
of Krupp, the German steel firm, and
other overseas unn]).‘lni('\. COmputer-
operated machine tools caught the
attention of Hong Kong manufac-
turers; their cost is about half that
of the Western models. So far, how-
ever, the computer-run tools are for
looks only, not for sale.

JAPAN, (/10/77, Exchange exhibi-

tion of contemporary Japanese cal-
ligraphy opened in Chungshan Park,
Peking. Sponsored by the China Peo-
ple’s Association for Friendship with
Foreien Countries, it drew noted cal-
ligraphers as well as those concerned
with Sino-Japanese affairs.

JAPAN, 7/15-8/8/77, Sino-Japanese
Friendship exhibition in Sapporo
drew more than 610,000 people dur-
ing its 22-day show, 129 of the Hok-
kaido population, according to the
NCNA report. Wang Yao-ting, CCPIT
chairman, was on hand to cut the rib-
bon for the opening of the exhibition,
and Toshio Doko, president of Kei-
danren, held talks with the exhibition
manager during its course.

KENYA, 8/1 /77, Economic and trade
exhibition opened in Nairobi; over
1,600 kinds of exhibits are included
in the display, with an emphasis on
agricultural products and machin-
ery.

PEKING, summer 1978, Port technol-
ogy exhibition announced. This will
be the first single-technology, multi-
national trade exhibition ever to be
held in China, a portent for the
future. Participants will include Dutch,
British, West German, Japanese and
South Korean firms. China's few ports
take ships up to 100,000
deadweight tons are badly overcrowded,

that can

and the exhibition will culminate a
vear of scarching for the best in for-
cign construction equipment and tech-
niques prior to launching a major pro-
oram to build new deepwater ports
and expand existing facilities.
POLAND, 6/12-22/77, China, after a
vear's absence, put in a hand again in
the annual East-West trade fair in
Posnan, Eastern Europe's biggest an-
nual trade fair, with a variegated
display ranging from carpets to
table tennis paddles.

SWEDEN, 8'20-28'77. Chinese pa-
vilion opened at the 59th  Malmo
International Fair. China, which has
never entered the fair before, now
occupies the largest pavilion.
SWITZERLAND, 6/21/77, Photo ex-
hibition on China’s agriculture
sponsored by the Swiss-Chinese Friend-
ship Association of Berne. Theme of
the exhibition was the campaign on
learning [rom Tachai and farm mech-
anization in China.

ZAIRE, 7/11/77. Chinese Pavilion
Day at the Fifth Kinshasa Interna-
tional Fair. Reception marking the
day was attended by 300 guests from
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Zairian business and diplomatic circles.
China sent an exhibit to the Kinshasa
International Fair for the third time
since 1973: most of the displays were
on agricultural products and light in-
dustry, including textile machinery and

textile products.

AGREEMENTS

BARBADOS, 5 30 77. Joint commu-
nique issued on the establishment of
diplomatic relations between China
and Barbados.

CAPE VERDE, 812 77. Agreement
on economic and technical coop-
eration signed at Praia.

CONGO, G 18 77, Economic and
technical agreement signed in P'c
king: in attendance at the signing
ceremony  were both Hua Kuo-feng,
Chinese head of state, and Louis-
Sylvain Goma, Congolese prime min-
ister.

EQUATORIAL GUINEA, 5/31/77, In
Malabo, China and Equatorial Guinea
signed protocol for dispatch of a
new Chinese medical team to Equa-
torial Guinea.

ETHIOPIA, 6/18/77. Minutes of talks
signed in Addis Ababa for opening of
air routes via Addis Ababa to Afri-
ca. Civil Aviation Administration of
China (CAAC) has never used rights
obtained in 1972 under terms of the
bilateral trade agreement for service
into Addis Ababa; now that beyond
rights have been obtained, China
has direct access to all the coun-
tries of Africa. Next stops on the
route will be in Nigeria and Tanzania.
ETHIOPIA, 6/30/77. Trade protocol
for 1977/1978 signed in Addis
Ababa. China will buy coffee, oil
seeds, pulses, semiprocessed hides
and skins, gum, and cotton. In ex-
change, Ethiopia is to import Chinese
textiles and dothing, consumer goods.
tea, canned food, stationery. chemicals,
pharmaceuticals and medical supplies,
building materials, metals and steel,
machinery, tools, and agricultural
equipment. The protocol implements
an agreement signed a vear ago in
Peking.

MALAWI, 7/77. Technical coopera-
tion agreement signed o continue
Chinese assistance for another two
years.

MONGOLIA, 6/17/77. Protocol on
mutual goods supply for 1977 signed
in Ulan Bator; Chen Chich, Vice
Minister of Foreign Trade, signed for
China as head of the Chinese gov-
ernment trade delegation.
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MOROCCO, 6/21/77. Minutes on
trade signed in Rabat following
meeting of the joint trade committee
ol the two countries.

NEPAL, 7/77. Chinese authorities have
decided to terminate by the end
of 1980 an agreement permitting
Nepalese living along the Tibet
frontier to graze their cattle in
Chinese territory; Nepalese have irri-
tated the Chinese by refusing to build
up adequate pasture systems on their
side of the border. In the past, three
five-vear extensions have been granted
on the bilateral agreement.
NORWAY, (i 9/77. Agreement signed
between Chinese Register of Ship-
ping and Det Norske Veritas (DNV),
the Norwegian ship classification
agency, providing for mutual assist-
ance in connection with inspection
work in areas where only one agency
is represented.

PAKISTAN, 6/30/77, A “letter of
understanding” was signed in Ka-
rachi for opening of an air route
to Africa via Addis Ababa. Parties
to the agreement were the Civil Avia-
tion Administration of China (CAAC)
and the Civil Aviation Department of
Pakistan,

PAKISTAN, 8/2/77, Letters ex-
changed in Urumchi on border trade
for 1977/1978.

PHILIPPINES, 6/5/77, Following the
first meeting of the China-Philippines
Joint Trade Committee, the Philip-
pines signed an exchange of goods
agreement setting targets for trade
between the two countries in 1977.
According to the terms of the agree-
ment, China will buy between 40
and 60 thousand metric tons of
copper concentrates, 15 to 30 thou-
sand tons of coconut oil, 150,000
metric tons of sugar, and 20 to 40
thousand cubic meters of logs and
lumber. Terms of sale were not dis-
closed. In addition, China may import
from the Philippines quantities of
chemicals and chemical products, con-
struction materials, and other goods
“according to the needs of China and
the Philippines’ capacity to supplv.”
according to a press statement by the
Philippine embassy in Peking. The
Philippines, for its part, has com-
mitted itself to buy some 900 thou-
sand metric tons of crude oil,
machinery and equipment such as
small hydraulic turbine generator
units, chemicals and chemical
products, canned food and fruits.
Philippine government representatives

have expressed confidence that the

agreement  will lead 1o trade well

above the S77.6 million level of 1976.
SOMALIA, 6/23/77. Protocol on the
agreement of economic and tech-
nical cooperation signed in Peking.
SPAIN, 6/10/77, China and Spain
have reached an accord on a trade
mark registration and protection
agreement. Instruments on the ac
cord were exchanged in Peking be-
tween Li Chiang, Minister of Foreign
Trade, and the Spanish ambassador to
China, Jose Ramon Sobredo.
SUDAN, 6/9/77, l".xl);nl\i()ll of devel-
opment aid achieved with the signing
ol an agreement on technical co-
operation. Previous agreements have
included loan commitments; details of
the present one have not yet been re-
vealed. The agreement was signed
during the two-week China tour of
Sudan’s President Nimeri.

USSR, 7/21/77. Trade and payments

CHINA GOES METRIC

The State Council has promul-
gated a new decree to improve
the administration of metrolog-
ical work entitled “Regulations
for Administration of Measure-
ments in the People’s Republic
of China (tentative).” The regu-
lations, according to a July 24
NCNA report, include the fol-
lowing points:
® China's basic system of meas
urements is the metric system,
and the international system of
units will be adopted gradually.
® The domestic system now still
in use will be phased out step
by step.
® The British imperial system
may no longer be used except in
special cases approved by pro-
vincial, municipal, autonomous
regional, or higher metrological
departments.
® [mported measuring instru-
ments must be examined and
approved by the metrological de-
partments before they are put on
sale or put to use.
® [t is strictly forbidden to
import measuring instruments
which are not in conformity with
China's system ol measurements
or which do not meet the re-

quirements for usage.
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agreement for 1977 signed in Mos-

cow. The agreement allows for two-
way trade at the same level as that in
19765123 million. China imported
$242 million of goods in 1976, con-
sisting exclusively of Soviet industrial
products and short-range “Atonov 247
aircraft, and sold goods worth S181
million, mainly clothing and fruits.
USSR, 8/15/77. Sino-Soviet meet-
ings on navigation problems on the
border rivers; the Chinese hope to
obtain improved passage for their ves-
sels at the junction of the Amur and
Ussuri Rivers.

VIETNAM, 6/11/77, Protocol on the
19th railway conference
China and Vietnam signed in Hanoi.
YUGOSLAVIA, 6/4/77, Scientific and
technical cooperation agreement
signed in Peking.

FOREIGN AID

AFGHANISTAN, 6/29/77.
signed for the purchase of equip-
ment from China destined for the
Parwan irrigation project now in its
second stage. The equipment, worth
L810,000, will be
loan supplied by China.

ALGERIA, 6/12/77. Hospital built
with Chinese assistance was inau-
gurated in Saida, capital of Saida
Department in Western Algeria.
BANGLADESH, 6/27/77, The Bangla-
desh Times reported that President
Ziaur Rahman asked for Chinese aid
in setting up a fertilizer factory,
textile mill, and water conservancy
projects during his recent trip to
China. Rahman said that Bangladesh

between

Contract

purchased with a

was preparing projects in such a way
that it could ask for the “necessary
help™ from China.

BURUNDI, 6/23/77, NCNA reported
the construction of a textile complex
supported by Chinese aid underway
in Bujumbura,

CHILE, 6/29/77, China has extended
aid to Chile in the construction of
a ball-bearing plant, in the form of
loans equalling $52 million. The loans
will be repaid in copper and nitrate.
EGYPT, 6/25/77, Cairo
gave prominent place to an announce-
of a shipment of military
spare parts from China. The ship-
ment (consisting of Chinese-made en-

Il(‘W'\])illl('l.‘i

ment

gines for Egypt's Soviet MIG-17's and
MIG-21's), announcement, and Sadat’s
message were taken by analysts as signs
that Egypt would not change its anti-
Soviet policy, in spite ol recent over-
tures to Moscow for arms supply.

GUINEA, 6 777, Chinese agrotech-
nical group left for home after having
completed its mission.
GUINEA-BISSAU, 6'10/77. Minutes
signed ol a meeting on Chinese as-
sistance for a water conservancy
project on the River Udunduma.
MADAGASCAR, 6/25/77, The inau-
guration of Tely state farm machine
repair and assembly plant at Andra-
nomena in Southern Madagascar,
which was built with Chinese aid.
The plant will produce plows, hoes,
and harrows for local peasants and
eventually  will include  facilities for
making spare parts for tractors and
trucks.
MALI,
team lcft anc
arrived.
MAURITANIA, 6 28/'77. China and
Mauritania will build a port in
Nouakchott, according to minutes ol
a meeting signed by the two govern

7/21177

Chinese medical
new group of medics

ments,

MOZAMBIQUE, 6/20/77, New China
News Agency reported the progress of
a Chinese agrotechnical team work-
ing on the establishment of the
Moamba state farm. In six months,
230 hectares of land were cleared, 50
hectares of vegetables and 50 of maize
put under cultivation, and 600 tons
of vegetables harvested.

NIGER, 6/23/77. New China News
Agency reported that a party of Chi-
nese medical technicians is working
at the central hospital of Maradi Pro-
vince.

PAKISTAN, 6 2 /77, China has prom-
ised to supply a complete plant for
a big textile mill at Tarbela. The
mill has 25000 spindles and will cost
more than 60 million rupees.
PAKISTAN, 6/28/77, According to a
statement of the Pakistan Minister of
Production. a mini steel mill will be
set up in Baluchistan with Chinese
collaboration.

RWANDA, 7 7 '77. The 160-kilo-
meter Kigali-Rusumo highway was
opened to traffic. The highway, built
with Chinese assistance, links
Rwanda with Tanzania and provides
Rwanda with an access route to the
sea.

RWANDA, 6/11/77,
Rwanda signed minutes of a meeting
on cooperation in developing a rice
cultivation project in Rubindi, ac-
cording to a report from Kigali.
SENEGAL, 7/9/77. Chinese asist-
ance in growing 240 hectares of
paddy-rice and in building a pump-

China  and

ing station at Guede agricultural
village were noted by NCNA.
SENEGAL, 7 25/77, Chinese medical
team lecaving for home mer with its
replacements in fete at the Chinese
cmbassy in Dakar.

SOMALIA, 8/16/77, China extended
an offer of military supplies to
Somalia.

SUDAN, 6/19/77, In the wake of the
ten-dav  visit  of President  Nimeri,
China offered to step up arms sup-
plies to the Sudan, according to the
Sudanese daily. Al Sahafa. Nimeri's
visit followed less than three weeks
upon the expulsion of Soviet military
advisors from the country.
VIETNAM, 6 '28 77, First of its kind,
the Bac Ha insecticide sprayer fac-
tory, which was built with Chinese
aid, opened in Son Binh Province,
Vietnam. It will produce 100,000
Friendship brand sprayers annually.
YEMEN, 6/14/77. China lent aid in
the construction of the Sanaa-Sada
highway, newly opened to irafic. The
links the city of
Sanaa with the north; it is 244 kilom-

highway capital
cters long and took eleven vyears to
complete.

ZAIRE, 61 /77, Minutes of a meeting
between the two countries were signed
on the joint construction of a sta-
tion for popularizing rice cultivation
techniques. China will provide farm
machinery for opening up 600 hectares
of rice fields and will help build water
conservancy projects for the paddy
fields. Located in the Mbanza-Ngungu
region. the station will follow up ef-
forts of a Chinese agricultural team in
residence since 1973 to promote rice
production in Zaire.

ZAIRE, 7/21 /77, NCNA reported an
inspection mission of the Zairian State
Commissioner for Agriculture to the
joint project of China and Zaire for
construction of a farm tool factory
in Kinshasa. The project. begun in
November. 1976, and due for comple-
tion in July of next year, will produce
I million small farm tools a year.
ZAMBIA, 5/28/77, Lands and Agri-
culture Minister Alexander Chikwanda
praised progress made by the Chi-
nese agricultural team in its Ka-
fushi Rice Scheme project.

CORRECTION

GBR 43, p. 28, col. Iz
paragraph the fourth animal of the

In the third

zodiac is  the “ox” and not the
2

“fox.” =
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The National Council for United States-China Trade
1050 Seventeenth Street, N.W., Suite 350
Washington, D.C. 20036

202/331-0290

Membership in the National Council for
United States-China Trade is open to Ameri-
can firms interested in doing business with
the People’s Republic of China. The prin-
cipal categories of membership are (1) cor-
porations or business entities with sales or
gross income equal to or greater than $50
million for the fiscal year immediately pre-

FULL ceding the date of application for member-
ship, for whom the annual dues are $2,875;
MEMBERSHIP (2) those with sales or gross income of be-

tween $20 million and $50 million for the
fiscal year immediately preceding the date
of application for membership, for whom the
annual dues are $1,150; and (3) those with
sales or gross income of less than $20 mil-
lion for the fiscal year immediately preced-
ing the date of application for membership,
for whom the annual dues are $575.

In a special effort to assist smaller American firms inter-
ested in importing goods from China, the National Council
has a special category of affiliated membership. Companies
engaged primarily in importing, and having sales or gross
income of less than $10 million in the year immediately
preceding the date of application for membership, may join
the National Council upon payment of annual dues of $287.50.

Importers in the National Council constitute a special com-
mittee whose activities are designed not only to acquaint import-
ers and potential importers with Chinese manufacturing, sales
and trading practices, but also to aid the Chinese Foreign
Trade Corporations in understanding the import regulations,
consumer tastes and other market conditions in the United
States.




