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China
Wire

Foreign trade is up, the economy
is down, and a Bank of China branch
is coming to New York. ..

ust as China’s FTCs are Hocking to

New York and other American

cities, foreign companies are

spreading their wings in China,
Besides the 200 foreign firms, includ-
ing 24 US companies, registered in
Beijing (see The CBR, Julv=Aug. 1981,
p. 53), plenty more have established
themselves in other cities. Among the
firms with offices in Shanghai are
Scheuer, Nike, Pan Am, China Trade
Corporation, Hong Kong Bank, Stan-
dard Chartered Bank, and East Asiatic.
A half dozen more are soon to arrive.
In Guangzhou is another group ot US
firms—Diamond Shamrock, CT1,
American Hospital Supply, Bank of
America, Coopers & Lybrand, and
Dow Chemical.

Japanese firms lead the pack, howev-
er, in Beijing and elsewhere. There are
seven Japanese firms in Tianjin (Mit-
sui, Sumitomo, Wako Koeki, Daiei, Isu-
kura Sangyo, Tenshin, and Kanematsu
Gosho), nine in Dalian (Marubeni, Mit-
subishi, Sumitomo, C. Itoh, Tomen,
Meiwa Sangyo, Nomura Boeki, Chori,
and Hyogo Prefecture), and at least
one—Marubeni—in Qingdao.

This proliferation of ofhces—on Chi-
na's terms and according to Chinese
law—is establishing a welcome prece-
dent that will facilitate long-term trade
relations as never before.

New York Welcomes Bank of
China

On March 25, the Bank of China
filed with the Federal Deposit Insur-
ance Corporation (FDIC) for permis-
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sion to open a branch in New York at
415 Madison Avenue, New York
10017. The opening date is yet to be
announced. The BOC's representative
in Washington and New York for the
past several years, Zhang Xueyao, will

manage a stafl of at least 70, most of

them Americans.

The BOC's business will include 1/C,
travelers checks, trade finance, remit-
tances, and regular retail and wholesale
commercial banking. The bank’s spe-
cial role of catering to New York's more
than 76,000 Chinese-Americans 1s
emphasized in its application to the
FDIC, a business that hitherto had
largely been handled by the Chinatown
branches of American banks. The BOC
sees a doubling of its letter-of-credit
business within three years (1982-84),
an activity that will also reduce the
amount of business handled by US
banks.

The critcal speed of document pro-
cessing and fund transfers could be-
come a monopoly of the BOC il US
banks are not permitted to open fully-
Aedged ofhces in the PRC. At present
only representative ofhces of US banks
are allowed in China. And that is a cost-
ly proposition.

China’s Economic Outlook—
Cloudy with Occasional Sunshine
While China's foreign trade has con-
tinued to expand, its economy has not.
China’s total trade rose 18.8 percent in
the first half of 1981, with exports in-
creasing more slowly than imports
(¥14.9 percent versus ¥22.7 percent).

At ¥15.6 billion for the first six months,
imports topped exports by ¥800 mil-
lion. Those imports were marked by a
40 percent rise in shipments to China
of cotton, fertilizer, synthetic yarns and
fibers, sugar, and umber products.
Machinery imports fell by more than
50 percent, notwithstanding a 79 per-
cent surge in Japan's machinery ex-
ports to China, led by motorcycles, cars,
and trucks. Conversely, China'’s ex-
ports of machinery increased by about
45 percent.

In January—June 1981, China’s trade
with Japan increased by 29.3 percent to
$5.2 billion, and by 42.1 percent with
the US to $2.74 billion. Agricultural
exports continue to dominate US sales,
boosted by the 8-million-metric-ton
order for American wheat placed by
the CEROILS delegation that visited

jashington in early September. US im-
ports from China continue to be domi-
nated by an unprecedented, temporary
surge in peanuts shipments, worth
$158 million—twice the value of pet-
roleum-related imports.

While trade expands, China’s indus-
try continues to stagnate. Industrial
output grew only 0.8 percentin the first
half of 1981; profits were down 12.3
percent over the same period in 1980.
The total dehcit of industrial enter-
prises reached ¥2.2 billion, 55 percent
higher than that of the first half of
1980. Only Tianjin Municipality,
Guangdong, Hubei, and Zhejiang
provinces registered increases in
prohits.

Meanwhile, the tilt toward light in-
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dustry continues with extraordinary
momentum—TV production doubled
over 1980 half-year figures, while
cameras were up more than 50 percent,
and bicycles, sewing machines, and
watches by about 25 percent.

Heavy industry, now providing less
than half of China's industrial output
(49.6 percent) as of mid-1981, con-
tinues to decline in nearly all catego-
ries. Power-generating equipment fell
by 78 percent in January—June 1981,
rail freight cars by 40 percent, tractors
by 39 percent, mining equipment by 35
percent, and machine tools by 18 per-
cent. Plants in the heavy industry sector
continue to be converted to light in-
dustrial use; the Benxi Tractor plantin
Liaoning now makes sewing machines
only; the Luoyang No. 1 Tractor Plant
now produces motor vehicles, bicycles,
and consumer goods; and the Shang-
hai Tool Plant is now making plastic
eyeglass frames instead of metal-
cutting tools.

Why the continued skyward trend in
consumer goods production? A major
incentive is to keep inflation down. Chi-
na’s “depression” (the term used by the
ofhicial Xinhua News Agency) is the re-

sult of budget cutbacks and tighter
monetary control. The People’'s Bank
of China has been trying to control the
money supply by encouraging consum-
er goods production, developing ser-
vice trades, increasing personal sav-
ings, and cutting inventories. The
PBOC withdrew ¥1.5 billion more than
in the same period last year.
Butinflation is unlikely to be serious-
ly checked untl the economy settles
down and good planning is in place.
Expecta 12—15 percentincrease in Chi-
na’s cost of living this year, and an un-
balanced budget. With such major eco-
nomic changes under way, it may take
several years to achieve a balanced
budget in the PRC, as in the US.
China’s summer harvest of 60 mil-
lion metric tons of grain is 3 million
tons more than last year’s crop, but
much less than the 68-million-ton har-
vest of 1979. Consequently, the USDA
believes China's total grain output will
be 318-325 million tons in 1981. That
will require imports of 13.5 million
tons, almost two-thirds of which will be
supplied by the US. The good news is
that China’s summer harvest was not
only bigger than last year’s, but it was

produced on a total acreage 1.3 million
hectares smaller. And industrial crops
were sown on an area larger than the
wheat acreage.

Straws in the Wind?

Pan Am reports that passenger seats
are booked on its Beijing-bound 747s
from JFK, and that airfreight trafhc is
so heavy its cargo is waitlisted. Shang-
hai is set to develop a complete new
industrial town at Hung Chau, in the
western suburbs en route to the air-
port, with ofhces and plants of foreign
and domestic companies. Guangdong’s
nuclear power plant scheme has been
shelved, but the Second Ministry of
Machine Building has entered into a
nuclear technology exchange agree-
ment with a Japanese group. John
Deere has signed a major combine-
harvester technology transfer agree-
ment with the Chinese. And one of
Beijing’s better known hotel projects is
off to an inauspicious start; according
to an unconfirmed reportitis $11 mil-
lion over budget before getting past the
ground Hoor. A major complaint: hav-
ing to pay workers for sleeping on the

job. i

Gabriel Hauge

I'he recent death of Gabriel Hauge, former chairman of
Manufacturer's Hanover Trust, saddened many members of
the National Council who recalled his early association with
the Council as a member of its initial board of directors and
hrst secretary-treasurer.

In November 1973, while in Beijing as a member of the
first National Council board delegation to China, Hauge
delivered a letter to the acting chairman of the Bank of
China on behalf of the American banking community. Dur-
ing the course of that meeting, the acting chairman told
Hauge that China was a “no borrowing, no inflation, no
devaluation” country—a description that is in rather striking
contrast to subsequent events in China.

Hauge encouraged his own bank to normalize its relations
with the Bank of China.

He acted as a genial host to a number of important

In the years before Sino—US relations were normalized

Chinese groups visiting New York City, including the hrst
high-level Chinese trade group to visit the United States
since 1949, Hauge had a wonderful sense of humor and
patience that stood him in good stead in early contacts be-
tween the US business community and Chinese ofhcials.

I'he contributions Hauge made to the Council during its
formative years are deeply appreciated. Ina very real sense
he was a pioneer in the development of US—China business
relations. He will be greatly missed by all of us at the National
Council who valued him both as a friend and as a wise
counselor.
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hristopher H. Phillips, president of the National Council for US-China Trade, will receive the

Samuel Shaw Award on November 4 from the China Trade Museum for having made a “signi-

ficant contribution toward friendship and understanding between Chinese and American peo-
ple.” Phillips has been president of the National Council since its establishment in 1973, In that capacity
he has served as a key spokesman for American business interests during the long but ultimately fruitful
normalization of US-China economic relations.

The award bears the name of the United States first consul to China. Samuel Shaw also served as “su-
percargo,” or business manager, on the first American vessel to engage in direct US-China trade, the
Empress of China, thatleft New York in 1784 bound for Macao.

The China Trade Museum was founded in 1964 in the town of Milton, Massachusetts, nine miles
south of Boston, and is the only museum in the world devoted solely to China trade decorative arts. The
museum’s collection now numbers over 10 (){)(lul)]u ts, including the painting on this page depicting
Canton’s eighteenth century foreign “factories” or trading depots. A special exhibition on “Chinese Ex-
port Silver” will open on October 21 at the museum’s headquarters in Milton’s historic Forbes House.
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Letter From Be

ijing

New offices open as ‘China fever’ gives way to
more realistic business strategies

ress reports earlier this year de-

scribed a mass exodus of foreign

companies from China in the
wake of canceled projects and general
economic retrenchment. But these re-
ports painted a distorted picture of the
actual situation here. As far as we know,
only one US firm can be said to have
packed its bags and left its Beijing
oftice. And this firm, far from aban-
doning the China market, concluded a
major contract in South China just a
week or so later,

The number of representative
offices of US firms has in fact continued
to grow during the first half of 1981, 10
the point where we now count more
than 70 ofhces, including 51 National
Council member firms in China. If one
adds to this list companies which rent
rooms continuously for their personnel
rather than keep permanent repre-
sentatives here, the numbers are sub-
stantially larger.

Thisis not toimply that China’s read-
Justment has not affected the business
climate. The staffing patterns of resi-
dent othces in particular have under-
gone change. Some firms have subst-
tuted lower-ranking representatives
and even, in one or two cases, local
Chinese office assistants for their
higher-paid expatriate executives. Two
trading firms drastically cut their resi-
dent stafl rolls earlier this year, and
several have opted to maintain current
numbers rather than 1o expand.

The most striking change for com-
panies engaged primarily in the export
of industrial products and technology,
whether or not they maintain offices
here, seems to be that top-level staff are
taking fewer trips to China this year.
No one is writing off the China market
yet, but the costs and benefits of fre-
quent trips in and out are being scruti-
nized more carefully these days.

Scott D. Seligman

Significantly, new companies open-
ing China ofhices are not, by and large,
manufacturing concerns. Rather, the
major influx has been by service firms
assisting others engaged in trade. Bei-

Jing now hosts the ofhices of three Amer-

ican banks, two American insurance
companies, one American accounting
firm (another is based in Shanghai) and
representatives of at least five US law
firms. Their presence here is justified
not only by current activities, but also by
the promise of expanded trade.

As the Chinese explain again and
again, economic readjustment means
retrenchment only in certain areas.
The flip side of the cuthacks in capital
construction and heavy industry has
been a go-ahead in areas such as light
industry, infrastructure development,
agriculture, and energy. An all-out
effort is also under way to promote ex-
ports in order to earn foreign ex-
change. Those foreign firms which are
responsive to this revised list of Chinese
priorities can have no quarrel with the
policy of readjustment: They have by
and large been rewarded with business
opportunities, whether they are en-
gaged in buying, selling, or in counter-
trade activities.

Buying from Chinais proving profit-
able to many American firms. Resident
and nonresident traders alike are
doing brisk business in such commaod-
ities as chemicals and minerals. Textiles
and light industrial goods are also
popular areas.

“There are hundreds of products yet
to be found by the US that Europe
started importing a long time ago.”
asserts Charles Haigh of Dragon Lady

Traders, “and there’s no doubt that if

you're buying, US dollars talk.” An ex-
ecutive of a major US drug firm who
recently visited here commented, “Chi-
na has a lot of pharmaceuticals o sell,

The China Business Review/September—October 1981

and they're of good quality. In some
cases, quality exceeds standard US spe-
cifications, and prices are often quite
reasonable by world standards. The
market is wide open.”

Despite China's more selective
purchases of foreign equipment, many
export firms continue to find profitable
endeavors. “There is a certain amount
of creatve business being done.” says
Don Altman, chairman of Altman, Inc.
“It may not be the large business that
many major corporations are looking
for, but there are a certain amount of
small- and medium-sized orders—
under $1 million—that are being
placed on a daily basis”™ Electronics is
also a major area of activity.

A representative of a major US com-
puter manufacturer adds that “a num-
ber of projects have gone through the
shock stage and been scaled down
tremendously, but there is a realization
that such projects on a reduced scale
are doable, and could provide a base
for positive expansion of business in
the future. We're beginning to see the
final negotiations and signings of some
of these agreements.”

China also offers an excellent market
for various types of instruments, and
for inexpensive or used equipment for
the manufacturing of textiles and light
industrial goods. “Although the big
orders aren’t coming in consistently,
the odd orders are.” reports a veteran
trader. “The same people you're trying
to sell things to come back with inquiries
for other pieces of equipment and spare
parts.”

Even certain manufacturers of heavy
equipment are succeeding in China, as
their equipment appears on China’s re-
vised shopping list. Westinghouse has
concluded a technology transter agree-
ment for steam turbines, and is cur-
rently competing with General Electric
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and some European firms for a con-
tract in the area of electrical transmis-
sion equipment. Ebasco Corporation
has signed a contract with the China
National Technical Import and Export
Corporation (TECHIMPORT) for four
coal-fired power plants,

“China is still emphasizing energy
development and conservation,” says
C. T. Huang, director of Combustion
Engineering’s newly established Bei-
jing ofhce, “and these are precisely the
areas in which CE is strongest. Despite
economic readjustment, China is stll
keen for foreign cooperation i energy
and transportation, and purchases are
continuing.”

An increasing number of foreign
concerns are being persuaded to invest
in China in any of a number of ways.
Short of joint venture agreements,
which have received the most publicity,
the Chinese are ready and willing 1o
discuss a variety of co-production,

countertrade, and material-processing
arrangements. Coca-Cola is now being
bottled in a plant outside of Beijing by
the China National Cereals, Oils, and
Foodstults Import and Export Cor-
poration (CEROILS), and Nike, Inc. will
shortly commence production of ath-
letic shoes in four factories in Tianjin
and Shanghai. Avon Products, Inc. is
soon to begin co-production of skin
cream. Philip Morris, Inc’s L and M
cigarettes are already being made in
Guangzhou, and the R. ]J. Reynolds
Company expects to begin production
of Winston cigarettes in Fujian Prov-

ince—where Camel filters have been

manufactured successfully since late
last year.

Equipment manufacturers eager to
boost their sales in China have estab-
lished a number of servicing operations
or parts warehouses this year. Firms
such as Xerox, Hewlett-Packard, Can-
non, and Beckman Instruments have
sought out Chinese partners and

trained local technicians to service their
equipment. Caterpillar recently
opened a distribution center for spare
parts outside Beijing in cooperation
with the China National Machinery
Import and Export Corporation
(MACHIMPEX). The warehouse will
stock parts for the hirm's construction
machinery, as well as diesel engines and
generators—all product lines Caterpil-
lar is pushing in the China market.
Business is admittedly slower for
most manufacturers of heavy machin-
ery and large-scale engineering firms.
For them the situation is not likely to
change in the foreseeable future, and it
was a completely rational response for
some of these firms to trim their opera-
tions. This they did in early 1981,
Though such action gave rise to head-
lines announcing the death of the Chi-
na market, in reality opportunities
abound here for firms taking a realistic
view of China's current priorities and
constraints.
July 23, 1981

Chma
Calendar

[] Shanghai, October 20-November
19. The Museum of Fine Arts’ collec-
tion of 70 paintings will continue to
Shanghai after its opening in Beijing in
September. The exhibition is the first
US government-sponsored art exhibi-
tion to travel to China. For information
contact Meredith Palmer, program
coordinator, International Com-
munication Agency, (202) 724-0907.
[J Portland, Oregon, November 30.
Consul General Hu Dingyi and Vice-
Counsel Xie Heng will speak on US—
China relations following a 7:30 din-
ner. The event will be held at the Red
Lion Inn, 310 SW Lincoln, and is orga-
nized by the World Affairs Council of
Oregon. For reservations, contact Jane
Larson, Northwest Regional China
Council, (503) 229-3049.

[J Portland, Oregon, November 30—
January 17. “In China,” a photography
exhibit by Eve Arnold, will be held
from 12-5 PM in the Vollum College
Center at Reed College. The exhibit is
co-organized by the Northwest Region-
al China Council (NRCC) and the col-
lege, and is sponsored by Exxon Corp.
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For information, call Jane Larson,
NRCC, (503) 229-3049.

[] Beijing, August 1982. Organizers of
the International Conference on Finite
Element Methods invite engineers, sci-
entists, and mathematicians to present
articles. The conference is being orga-
nized jointly by the Architectural Socie-
ty of China, the Society of Civil En-
gineers of China, the Society of Me-
chanics of China, and the Department
of Civil Engineering at the University of
Hong Kong. For information write Y.
K. Cheung, Department of Civil En-
gineering, University of Hong Kong,
Hong Kong.

EXHIBITIONS IN CHINA

[ Guangzhou, January 1982. A toy ex-
hibition will be organized by Great Sin-
cere Technology Exchange Co., Lud.
(GSTCL). For information, contact
Ling Min, deputy managing director,
GSTCL, 7th floor, Fung Woo Bldg.
279-281, Des Veeux Rd., C., Hong
Kong. Tel. 5-457087; telex, 74045
GSTCL HX.

[] Beijing, March 1982. Great Sincere
Technology Exchange Co., Lid. will
organize a medical exhibition. For in-
formation contact Ling Min (see above).
[1 Guangzhou, August 11-20, 1982.
“The International Electronics Exhibi-
tion/China” will be organized by the

Guangzhou branches of the China
Council for the Promotion of Interna-
tional Trade and the China Electronics
Import and Export Corporation, and
Chiu Hwa Electronic Enterprises, Ltd.
For information, contact Peter W.
Pang, Chiu Hwa Electronic Enter-
prises, Ltd., Block “C." 6th Floor, Shun
Wai Industrial Bldg., 15 Yuk Yat St
Tokwawan, Kowloon, Hong Kong.

[] Beijing, September 7-18, 1982. An
international trade fair entitled “En-
vironmental Protecuon, New Sources
of Energy and Related Products” will
be held in the Beijing exhibition center.
The fair's sponsor is May Lee Interna-
tional, Inc. For information contact
Fair Manager H. Edward Tavetian,
Tradeshow Management and Sales,
1400 Longworth Ave., Los Angeles CA
90049; (213) 3944412,

[] Shanghai, November 1982. Great
Sincere Technology Exchange Co.,
Lid. will organize a printing and ofhce
equipment exhibition. For informa-
tion, contact Ling Min (see above).

Correction: For informaton about the
spring catalogue exhibition sponsored
by DHL International and CHINA-
TRANS (see The CBR, May—June 1981,
p. 3), contact Elizabeth Werner,
CHINATRANS, 1735 K St., NW, Suite
210, Washington, D.C. 20006, (202)
296—-3244.
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CHINA NATIONAL NATIVE PRODUCE
& ANIMAL BY-PRODUCTS
IMPORT & EXPORT CORPORATION
SHANGHAI ANIMAL BY-PRODUCTS BRANCH
Address: 23, Chung Shan Road (E.1)
Shanghai, China
Cable Address: "BYPRODUCTS" Shanghai

Telex: 33065 ANIBY CN
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ince the resumption of direct
calls by US and PRC national-flag
Ve
services between the United States and
China have expanded rapidly to meet
the needs of our burgeoning two-way

els two years ago, shipping

trade. The main developments:

P A bilateral Agreement on Mari-
time Transport signed last year pro-
vides reciprocal port access, and allo-
cates equal shares of bulk and general
cargoes between both countries’
national flag carriers. But achieving
this formula will take time, because
nearly 70 percent of US-China ship-
ping was being handled by third Hlag
carriers just prior to the ratification of
the agreement last fall.

P Delays of up to three months in
Chinese ports continue to bedevil for-
eign shippers, although major port de-
velopment efforts are under way in
Shanghai, Tianjin, and other con-
gested PRC ports.

P Eastbound shipping rates have
not yet found a level fully satisfactory to

rt A. Delfs, Jr.

L

all parties, thereby potentially restrict-
ing the expansion of PRC exports to
the US.

P US carriers have established a
PRC-US Easthound Rate Agreement
which allows collective rate-setting,
while not binding parties to the rates
established under the agreement.

Maritime Pact Sets Cargo Shares
“Their national Hag vessels will carry
not less than one-third of bilateral car-
goes.” So proclaimed the bilateral
Agreement on Maritime Transport the
US and the PRC signed on September

17, 1980. The agreement calls for
national-flag ships of the two countries
to carry the same proportion of both
bulk and general cargoes.

But third-flag carriers (including
Chinese flag of convenience fleets) con-
tinued to carry the lion’s share of US-
China shipping through last year: 97.1
percent of exports on a tonnage basis,
and 91.1 percent of imports (see Table
1). Chinese flag vessels did not partici-

pate in the trade until 1978 for fea
that they would be seized in order to
settle now-resolved frozen asset claims.
The Carter administration athrmed in
1978 that the Sovereign Immunities
Act of 1977 protected Chinese vessels
from seizure. The Chinese-flag share
remains small, but is growing rapidly.

In the important category of east-
bound general cargo imports, Bureau
of Census data processed by Sea-Land
shows that the US-flag share declined
from 51 percent in 1978 to 28 percent
in the first half of 1980; the share borne
by third-Hag carriers increased from 49
percent to 69 percent over the same
period (see Table 2).

The bilateral’s goal of a one-third di-
vision of bulk and general cargoes
among Chinese, American, and third-
fag carriers will not be realized over-
night. The Department of Commerce
is still finalizing procedures to monitor
cargo movements under the agree-
ment.

For example, bulk shipments of

10
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grain to China, which previously were
carried by third-flag vessels, are being
shitted to Chinese-Hlag carriers, accord-
ing to agents for COSCO (China Ocean
Shipping Corporation). But the change
will be gradual, since a significant por-
tion of the wrade 1s under long-term
contracts which predate the US-PRC
pact.

China’s shipping authorities will
have a big say as to if and when the
cargo-sharing goals of the pact are
achieved. The pact calls tor cargo
shares to be adjusted through the rout-
ing of controlled cargoes—cargoes for
which either government is empow-
ered to designate the carrier. For the
US side, cargo preference laws can be
applied only to shipments financed
through the US Export-Import Bank.
The PRC, on the other hand, generally
arranges imports fob (free on board)
and exports b (cost, insurance, and
freight), and therefore is in a position
to select carriers and control routing
for almost all US-PRC trade.

COSCO Begins Direct Container
Service

Direct US-PRC service by Chinese-
Hag vessels began in February 1980,
when COSCO mitated its breakbulk
service to the Port of Portland (see The
CBR, May-June 1981, p. 41) incorpor-

ating an ocean-rail mini-landbridge
service on asingle ocean bill of lading to
more than 20 cities in the US and Cana-
da. This monthly service may be ex-
panded to two ships per month in the
near future. Breakbulk service to the
US Gulf ports 1s also available, and
direct service to the Atlantic Coast be-
gan in June of this year. COSCO's
freight volume is gradually increasing
as long-term contracts to third-Hag car-
riers (including Chinese-owned or
chartered vessels) gradually expire.
Direct container service began in
March of this year, with the arrival of
the 750-TEU ro/ro (roll-on/roll-off) ves-
sel Zhang Jia Kou at the Port of San
Francisco. COSCO containers travel in-
tact to inland container freight stations
in Cahlfornia, operated by Container
Freight, Inc., which handles the docu-
mentation required for the containers
to travel in bond outside of the customs
district of arrival. Container Freight
also accepts export container cargo at
its container freight stations in Los
Angeles, San Diego. and Oakland.
The majority of the COSCO contain-
ers are stripped at San Francisco, and
the cargoes transloaded into one-way
piggyback railroad trailers for rail and
highway shipment to destinations out-
side California. This system allows
COSCO to avoid the overhead costs of
moving containers inland, and o take

advantage of relatively low one-way
lease and rental rates from the West
Coast, where there is a surplus of pig-
gyback rail trailer capacity.

US Flag Carrier Services

Four US-Hag carriers now provide
service to and from the PRC: American
President Lines, Ltd.; Lykes Bros.
Steamship Co., Inc.: Sea-Land Service,
Inc.; and United States Lines, Inc.

Lykes Bros. is the only carrier offer-
ing regularly scheduled direct liner ser-
vice to PRC ports at this time; it also
picks up PRC cargoes transshipped o
Hong Kong. Serving Gult Coast and
Pacific ports in the US, Lykes Bros. was
the first US carrier to call ata PRC port
(in March 1979). It also plaved a key
role in the process that led o the re-
sumption of direct calls by US and PRC
vessels prior to the US-PRC Agreement
on Maritime Transport.

American President Lines offers
biweekly container ship service to PRC
ports via the feeder service to Hong
Kong operated by China Merchants
Steam Navigation Co. (CMSN), a Hong
Kong firm acting as general agent and
performing other services for COSCO.
APL also picks up cargoes in Hong
Kong tendered by the Far East Enter-
prising Company (FARENCO), the
Hong Kong arm ot the Chinese

Table 1. US—PRC Shipping by Flag Carrier and Type of Service in 1980

(Million US dollars)

Flag Carrier
US exports US imports

Type of us US percent PRC Third Total us US percent PRC Third Total
service flag of total flag flag flag of total flag flag Total
Liner

Longtons 65,276 34.6 0 123,524 188,800 74,814 33.8 0 146,222 221,036 409,835

Value 76.2 26.2 0 2143 290.5 292.3 44.2 0 369.4 661.7 952.2
Tanker

Longtons 212 0.1 0 229,243 229,455 48 0.0 0 389,713 389,761 619,216

Value 2.0 2.2 0 88.7 90.7 0.1 0.1 0 106.2 106.3 197.0
Tramp

Longtons 10,626 0.1 224,359 9,843,102 10,078,087 238 0.1 36,644 616,301 643,184 10,731,127

Value 5.7 0.2 420 29467  2,9944 029 0.2 60.6 975 158.4  3,152.8
Total

Longtons 76,114 0.6 224,359 10,195,868 10,496,342 75,100 5.9 36,644 1,152,236 1,263,980 11,760,322

Value 83.8 1.9 420  3,249.7  3,3755 2927 31.6 60.6  573.1 926.4  4,302.0

NOTE: Census Bureau figures do not distinguish among types of cargo, but only among types of carriers (scheduled liner, nonliner
vessels, and tankers). Therefore, the above cargo shares should not be confused with the target shares for general and bulk cargo under
the US—PRC Agreement on Maritime Transport, which refers to type of cargo.
SOURCE: Commerce Department Bureau of the Census, May 1981.
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National Chartering Corporation
(SINOCHART) under the Ministry of
Foreign Trade.

APL makes direct calls at PRC ports
on an inducement basis, using its C-5
combination bulk/breakbulk/container

vessels. APL calls at the US ports of

Seattle, San Pedro, and Oakland, and
offers intermodal service to the Atlan-
tic and Gulf coasts.

Sea-Land Service, Inc. offers biweek-
ly container ship service from Shanghai
via a feeder service to Hong Kong
operated by the Hong Kong Ming Wah
Shipping Company (athliated with
CMSN), and accepts cargoes from
FARENCO. Serving the ports of Seattle,
Long Beach, and Oakland from the Far
East, Sea-Land offers intermodal ser-
vice to the Atlantic and Gulf coasts, as
well as to certain interior points.

United States Lines’ weekly contain-
er ship service primarily serves Huang-
pu via the Hong Kong feeder. It also
accepts FARENCO cargoes from other
PRC ports, and in the US calls at the
ports of Oakland, Long Beach, Hon-
olulu, Savannah, New York, Norfolk,
and Balumore.

For the purpose of simplifying op-
erations, PRC shipping authorities ten-
tatively have allocated US container
service at major PRC ports to a number
of container ship operators: Sea-Land
at Shanghai, US Lines at Huangpu,
and APL at Qingdao, when its contain-
er berth is completed.

The system is designed to minimize
the number ol empty containers await-
ing cargo at each port, simplify routing
procedures on the Chinese side, and
facilitate cooperation between the car-
riers and individual port authorities.
The allocation system does not, howev-
er, confer exclusive rights of any kind,
and all four carriers handle cargoes

from all PRC ports.

Third Flag Carriers’ Majority Share

Third-Hag carriers continued to car-
ry the largest share of bilateral cargoes
through 1980, according to US Bureau
of the Census data. Some of these
third-flag carriers (exact figures are not
known) are vessels chartered by the
PRC or by PRC-controlled offshore
shipping companies.

Major third-country carriers in-
volved in the trade include Maersk
Lines, Neptune-Orient, K Line, Barber
Blue Sea Line, Hapag-Lloyd, Rickmers
Line KG, Yamashita-Shinnihon, Mit-
sui-OSK, and Seapac Container Ser-
vice, the successor to Seatrain Pacific.
Seapac Container Service, a US-based
third-flag carrier, is now owned by the
Hong Kong C. Y. Tung Group, formed
by the British hirm Inchcape and its
Hong Kong subsidiary, Dodwell & Co.

Maersk, Neptune-Orient, and Sea-
pac, among other third-fHag carriers,
offer westbound and eastbound con-
tainer and breakbulk service via Hong
Kong feeder service, including east-
bound cargoes tendered by FARENCO.
Other carriers, including Yamashita-
Shinnihon, offer breakbulk and con-
tainer service via a PRC-Japan feeder
service with US cargoes transshipped at
Osaka.

Why Importers Are Assessed
“Container Usage Charges”’

Given the long hiatus in direct US-
China shipping and trade, it is not sur-
prising that some problems still have to
be ironed out. Foremost among these is
the controversy over rates on east-
bound exports to the US.

US importers are being assessed

Year Number of PRC flag
ships

1961 20

1965 41

1970 70

1975 214

1980 431

SOURCE: People’s Daily, July 20, 1981.

China’s Growing Merchant Fleet

A twenty-fold expansion in ships permits China to carry 54 times more freight
thanin 1961

Deadweight tons Volume of freight
(tons)
180,000 800,000
380,000 2,460,000
750,000 4,990,000
4,040,000 24,250,000
7,920,000 42,820,000

freight surcharges on goods purchased
from China on a C&F basis. Normally,
C&F (cost plus freight) would mean
that all freight charges to a named
point of destination are borne by the
shipper, and are included in the total
price paid by the importer. The extra
fees, generally termed “container us-
age charges,” are assessed on a tonnage
basis, commonly $6 per ton, plusa $1-
$2 destination container yard or con-
tainer freight station charge. The
Federal Maritime Commission has held
that the practice does not violate their
regulations, which simply require that
tariffs clearly indicate the conditions
and terms of payment. Importers,
however, justifiably expect their pur-
chases to be handled in a manner that
conforms with standard international
practice.

US and third-flag carriers justify the
fees on the grounds that rates currently
paid by China on eastbound cargo do
not cover their costs. Until US-China
shipping becomes a money-making
proposition, most shippers argue, the
situation will continue to inhibit the ex-
pansion of Chinese exports to the US.

Carriers seem to have grounds for
cpmplaint. For example, most nonbulk
cargo shipped to the US is picked up in
Hong Kong, where it is delivered by
carrier feeder services operated by the
China Merchant Steam Navigation
Comp