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NATIONAL AFFAIRS, POLICY

LIU YI SPEAKS AT MEETING ON COMMERCIAL REFORM
0W051927 Beijing XINHUA in English 1656 GMT 5 Dec 86

[Text] Changchun, 5 Dec (XINHUA)--China will standardize management
and services among commercial enterprises to deepen the reform of its
commercial system, minister of commerce Liu Yi said here today.

"Standardized management' means running enterprises in line with
comprehensive, systematic and scientific regulations.

Liu made the statement at a national meeting on such work ending here today.

In general, Liu said the reform of the commercial system involves four
aspects -- policy readjustment, reform of the commercial structure and
distribution, improvement of administrations system and restructuring
of the management system of enterprises.

"We have achieved breakthroughs in the first two aspects, but the rest
[as received] two have not kept the same pace," he said. "Large and
medium-sized enterprises in particular have not yet put their reform
in a comprehensive way."

Because of this, Liu said, many repeated and regular business activities
lack standardized work order.

"Our general goal should be making enterprise management and services
standardized, modernized and scientific," he said.

Large and medium-sized enterprises should concentrate on standardizing
their management and services in a comprehensive way, he said.

Smaller enterprises, however, should mainly put themselves on mobilizing
the initiatives of their workers under with the related policies,
Liu said, adding that standards for these enterprises should be simpler.
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NATIONAL AFFAIRS, POLICY

COMMERCTAL MINISTER ADDRESSES CHANGCHUN MANAGEMENT MEETING
SK060353 Changchun Jilin Provincial Service in Mandarin 2200 GMT 5 Dec 86

[Text] The conference sponsored by the Ministry of Commerce on exchanging
experience gained in standardizing the management of enterprise services
concluded in Changchun City on 5 December. Minister of Commerce Liu Yi
delivered a speech at the conference, in which he acknowledged the
experience gained by the commercial enterprises of Changchun City in
initially summing up standardized management and services. Such experiences
have inspired other places very much and have been helpful to them.

During his speech, Comrade Liu Yi stated: Enforcing standardized manage-
ment and services represents the important task of deepening the drive to
conduct reform and accelerate the pace in changing enterprise management
from depending on experience accumulated in work to relying on scientific
methods. It also represents the political task of doing away with the
bureaucratic commerce style and upgrading the faith of state commercial
firms, and an important foundation to upgrade the business and service
standards of enterprises and bring into play the guiding role of these
enterprises.

Judging from the situation as a whole, conducting reforms in commercial
systems consists of the following four aspects: 1) Adjusting commercial
policies; 2) transforming social commercial structure and commodity
circulation methods; 3) transforming commercial administrative and
managerial systems; and 4) transforming management inside commercial
enterprises.

In enforcing standardized management, efforts should be made to boldly
create something new while putting forward demands suitable to the reality
in line with the actual situation. The experience gained by Changchun

City in conducting the overall quality control of commercial services can
be summed up as the quality of selling commodities, the quality of labor
services, and the quality of environmental management. Such experiences
have an important and guiding significance in changing management from
depending on experience accumulated in work to relying on scientific methods
and represent a great contribution to the drive to conduct reforms.




At the conference, He Jihai, vice minister of commerce, delivered a summary
speech, in which he pointed out: We have just started the work of
standardizing management of enterprise services. Therefore, localities
should uphold the principle of proceeding from the reality, formulating
unified plans, and conducting guidance in line with different services so

as to gradually deepen the enforcement of standardized management and
services.
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NATIONAL AFFAIRS, POLICY

ZHU RONGJI URGES IMPROVEMENT OF PRODUCT QUALITY
OW101200 Beijing XINHUA in English 1040 GMT 10 Dec 86

[Text] Beijing, 10 Dec (XINHUA)--Zhu Rongji, vice-minister of the State
Economic Commission, stressed here today that legal and economic means
must be used to improve the quality of goods.

The selective examination of quality started from the third-quarter
of last year, and if a factory receives two warnings about poor quality the
director of the factory that makes the goods will be dismissed.

Zhu said this at a national conference on commodities inspection
being held here.

He said the consumers should appeal to the law against the producers
of low-quality goods. They can also arouse public opinion through
consumers' associations, quality management associations and the press.

Zhu said it is necessary to introduce advanced techniques and the important
apparatus to change the backward situation of the light and textile
industries, as well as food and packaging industries to increase foreign
exchange earnings and meet the demands of the markets.

There are still some repetitions of introduction and aimless import in
technique introduction, especially in the import of the electrical appratus,
he said. More than 100 color TV production lines have been introduced and
the production capacity of refrigerators, washing machines and radio
recorders has surpassed the needs of the markets.

Zbhu added, "it is a serious problem to control the import of electrical
apparatus and it is imperative to solve this problem."
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CIRCULAR ON FULFILLMENT OF 1986 ECONOMIC QUOTA
HK150735 Beijing JINGJI CANKAO in Chinese 5 Dec 86 p 1

["Circular by the State Economic Commission and the State Statistical Bureau
on the Fulfillment of Principal Economic Targets in Industry and Transport Fields
from January to September 1986''--passages within slantlines published in italics]

[Text] The State Economic Commission and the State Statistical Bureau jointly
issued a circular on the fulfillment of principal economic targets in the in-
dustry and transport fields from January to September 1986. According to the
circular, there have been new changes in industrial economic results in the
first 9 months of this year.

/1. The situation of industrial economic results./

The overall situation of the production of industry and transport is fine. How-
ever, some principal economic targets in the industry and transport fields
dropped compared with the same period of last year. Compared with the corres-
ponding period of 1985, the total output value of budgeted enterprises from
January to September increased by 4.2 percent, profits dropped by 1.4 percent,
profits delivered to the state dropped by 1.l percent, revenue dropped by 1 per-
cent, the costs for comparable products rose 5.2 percent, the turnover period
for working funds increased by 10.5 days, the funds used to turn out products
went up 28.4 percent, and the rate of profits dropped to the lowest level in
recent years. The rate of quality for principal products was 69.3 percent, a
drop of 6.7 percent from 1985. In the total output value of industry, the
proportion of material consumption increased somewhat.

Nevertheless, the circumstances of certain fields improved somewhat compared
with the same period of 1985. From January to September, the energy consumed
in the industrial output value of every 100 million yuan dropped by 2.6 percent,
consumption of 105 kinds of materials in major enterprises decreased steadily,
per capita productivity rose 1.1 percent, and safety production developed
fairly well. The output value and the profits and taxes earned and delivered
to the state by 15 provinces and autonomous regions increased to varying degrees.
The provinces and autonomous regions include Shanxi, Nei Monggol, Heilongjiang,
zhejiang, Shandong, Hubei, Hunan, Guangdong, and Qinghai. Efficiency of the
departments of electricity, metallurgy, nonferrous metal, petroleum and chemi-
cals, and pharmacy outstripped the departments of machinery, electronics, ship




building, and textiles. The output of marketable and sought-after goods in-~
creased by a big margin, while the slow selling and overstocked goods were cur-
tailed. Efficiency increased every season and the funds used to turn out pro-
ducts decreased somewhat compared with last year.

/2. The reasons for the drop of some principal targets concerning industrial
economic results./

1. The base figure of the targets of last year's industrial economic results
was relatively high. In addition, there were abnormal factors. Last year's
excessive economic growth brought forth excessive income and the balance of
foreign exchange used to import raw materials and accessories earned high tax
income and profits.

2. The removal of price restrictions on some farm and sideline produce and
means of production, the increase of transport charges, the revaluation of
Japanese yen and adjustment of the rate of renminbi, and an increase in cus-
toms duties raised the production costs of manufactured goods, particularly
the costs of the processing, light, and textile industries of the large and
medium size coastal cities.

3. The product mix did not correspond with demand. In recent years, particu-
larly in 1985, the excessive demand stimulated the growth of economic which
resulted in the blind development of processing industry. [sentence as received]
With the normal gorwth of the economy, the problem has been revealed this year.
As a result, some products are in short supply, while some others are unmarket-
able and overstocked.

4. The new economic policies adopted by the state have also affected the
economic results of industry. For example, the measure adopted to cut down the
price of chemical fertilizers stimulated agricultural production, but the in-
come of chemical fertilizer plants decreased and their deficits increased be-
cause many localities failed to implement the policy of subsidizing these
plants. Owing to the fresh recruitment of workers and the 7.5 yuan paid to
each worker as a result of the wage reform carried out illegally by enterprises
early this year, the cost of increased wages accounted for 13.3 percent of the
increased amount in the total cost.

5. Subjectively, all this is due to poor management and the inferior quality
of enterprises. For example, enterprises lacked a sense of market and quality
as well as a sense of urgency in making the most of natural resources. In
addition, there were difficulties in implementing the system of factory direc~
tors assuming sole responsibility early this year. The working funds were
stfictly controlled. The wage reforms illegally carried out by enterprises
affected the implementation of the economic responsibility system. The quotas
on importing raw materials and accessories were assigned later than previous
years which hindered production.

/3. The measures for attaining better industrial economic results,/
The growth of industrial production in the first 9 months of this year reached

6.4 percent, which is normal and appropriate. From now on, it is necessary to
further implement the policy focused on attaining better economic results,




1. It is necessary to seek efficiency from improving quality and to seek an
increase in production from conserving energy and raw materials. To improve
product quality, besides strengthening economic means, it is necessary to use
administrative and legal means. Focused on improving quality, cutting down
consumption, and increasing efficiency, special attention must be devoted to
upgrading enterprises so as to further improve the quality of enterprises and
the management work of various fields.

2. Product mix should be readjusted according to market needs. It is par-
ticularly necessary to take note of market developments, analyze all kinds of
information, do a good job of forecasting, vigorously increase the production
of marketable goods, and resolutely stop the production of unmarketable commodi-
ties.

3. It is necessary to invigorate the commercial circulation and open all
avenues for marketing. In light of the multi-level characteristics of con-
sumption in China, it is particularly necessary to unclog the rural circula-
tion channel, promote the sales of goods in stock, link production with market-
ing, and reduce the amount of working funds used for turning out products.

4, Adhere to reform and invigorate enterprises. The State Council regulations
on extending the decisionmaking power of enterprises should be implemented in
earnest and the power delegated to enterprises should not be intercepted. It
is necessary to further perfect the mechanism within enterprises, conscientiously
implement the three regulations on enterprise leadership system, spread the
system of factory director assuming sole responsibility, and clearly understand
the responsibility of factory directors for enterprises. It is necessary to
perfect the distribution system within enterprises, improve the external condi-
tions for enterprise development, check the practices of indiscriminately ex-
acting charges from enterprises, and enhance the adaptability of enterprises

to macrocontrol and price reform.
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LIAOWANG ARTICLE URGES NEED FOR BANKRUPTCY LAW
HK050801 Beijing LIAOWANG in Chinese No 47, 24 Nov 86 p 34

[Article by Cao Haiquan (2580 3189 3123): '"Protecting or Harming the
Rights and Interests of the People--Also Discussing the Enactment of the
Bankruptcy Law Governing Enterprises']

[Text] Does the enactment of the bankruptcy law governing enterprises
protect or harm the rights and interests of the people? After my investi-
gations and studies conducted in the former Shenyang Explosion-proof
Apparatus Plant (hereinafter referred to as the explosion-proof plant for
short), I am deeply convinced that the law '"protects" the rights and
interests of the people.

The total assets of the plant were not more than 220,000 yuan. Owing to
poor management, it suffered losses for about 10 years in succession.

The debts which it owed to 120 creditors (including banks, other enter-
prises, and individuals), mounted up to as high as 420,000 yuan. The
plant was unable to pay the debts. The absence of the binding power of
law emboldened some people in the plant, and they were not afraid of
running into debt. They tried in every possible way to obtain loans.
They spent money as they pleased, or even issued bonuses and material
objects arbitrarily by misappropriating other people's money. Many
creditors were thus harmed. TFor example, an enterprise in the Dongling
district of Shenyang City was a creditor. Its production funds were
exhausted because it was not able to recall debts on schedule from the
explosion-proof plant. As a result, it could not continue its operations.
Should our legal system protect the "right" of such a debtor not to pay
back debts, or protect the rights of those 120 creditors so that they can
recall their debts? It is obvious that the bankruptcy law will do the
latter.

It is estimated that among industrial enterprises in our country, only

0.9 percent of them are presently in danger of bankruptcy. However, there
are numerous enterprises which are creditors of those enterprises on the
verge of bankruptcy. Their rights and interests should not be harmed.
Furthermore, the enforcement of the bankruptcy law will reduce the number
of bankrupt enterprises. Judging things from these two aspects, we know
that the law can effectively protect the rights and interests of the broad
masses of people.




Some people think that it is a horrible thing even if only a handful of
enterprises are declared bankrupt. To them, the state should subsidize
these enterprises to ensure that they will never go bankrupt.

The matter which should be considered is: Whose money does the state use
to subsidize these enterprises? Is this not the money of the ordinary
people of the whole country? The broad masses of people turn over to the
state profits and tax which they earn through hard work. The money should
be used for national construction. However, over a long period of time
in the past, a fairly large amount of the money was used as "blood trans-
fusions" for those enterprises which suffered from losses in management,
or were on the verge of bankruptcy. I am afraid that it is not rational
to protect those who are backward in order that they can prolong their
lives indefinitely. It is simply intolerable to use the money of the
ordinary people to subsidize those enterprises in order to cover up the
mistakes of issuing confused administrative orders.

Everyone says that issuing confused orders is bad. Why could this practice
not be stopped over the past several decades? True, there are many reasons
to which this can be attributed. One important reason is that we lack a
system governing the bankruptcy of enterprises. Those who give competent
leadership may win honor. However, those who provide incorrect leadership
need not bear responsibility for the consequences arising therefrom.

It is perfectly justifiable for them to make use of the "subsidies"
provided by the people to plug the gaps. They may continue to retain their
posts as leaders without difficulty. As for those who are led by them,.
owing to the fact that there is no need for them to worry about bankruptcy,
and that they lack the economic motive force for resolutely resisting
confused orders, even if their enterprises collapse, they may still become
officials, or be promoted in other places because of their merit in
"obeying the leadership." If a system governing bankruptcy is established,
enterprises go bankrupt, and workers and staff members are unemployed and
live on relief, it will not be so easy for them to conceal faults, and
gloss over wrongs. The "director of a bankrupt factory" will find the
going tougher and tougher. People will do everything possible to defend
the decisionmaking power of their enterprises. They are bound to make
efforts from the bottom up to minimize irrational administrative inter-
ference by state organs at all levels. All this will be more effective
than the practice of issuing confused orders from above.

Some comrades maintain that efforts must be made to ensure that the
incomes of workers and staff members in bankrupt enterprises will not be
lower than their incomes during normal times. They say that only such a
practice can be regarded as fair, and protect the rights and interests of
the people. However, after thinking about this matter carefully, I
believe that there are several points in this idea which have not been
carefully thought out:

1. To ensure that the unemployed workers and staff members in bankrupt
enterprises can get their full "wages' and "bonuses,' the unemployment
insurance premiums levied on enterprises must be increased by a big margin.




Only thus can a larger amount of relief funds be paid out. This will
increase the burden of those enterprises which have not gone bankrupt.

I am afraid that 99 percent of our enterprises, workers, and staff members
will not be that generous.

2. I doubt the enthusiasm of those unemployed workers who can maintain
their "normal income level" for a long time for striving to get new jobs.

3. If the individual incomes of workers in bankrupt enterprises are not
reduced, it is unavoidable that many people will applaud and welcome
bankruptcy. It is unnecessary for them to show concern for the fate of
their enterprises.

It is obvious that the practice of eating from the same big pot in the
economic system is a social opium. It will damage people's competitive
power and make them addicted to it, or "sentimentally" attached to it.
Our economic reform must not yield to this sentiment. It should observe
the objective law of commodity economy. When one owes a debt, one must
repay it. The best will succeed, whereas the worst must be eliminated.
This is one of the indispensable conditions for the development of
commodity economy. Only by persisting in resolutely eliminating a small
number of enterprises can we prevent widespread and protracted backwardness.
In a certain sense, the enactment of the bankruptcy law is also a method
characterized by small input and great output. Only a very small effort
is needed to directly handle matters connected with bankruptcy. But its
stimulating role will spread over all enterprises, and affect the super-
structure. For the sake of the interests of the broad masses of people,
why should we not firmly grasp the work of studying and enacting the
bankruptcy law?
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JOURNAL WARNS OF REVERSE REGULATION BY ECONOMIC LEVERS
HK110549 Beijing WENZHAI BAO in Chinese No 371, 7 Dec 86 p 6

[Article "Excerpted" by Xiao Yuan (2556 6678) from Issue No 5 of ZHONGGUO
JINGJI WENTI (Chinese Economic Problems): '"Guard Against Reverse Regulation
by Economic Levers']

[Text] According to an article by Zhu Hui [2612 1979], economic development
can be stimulated by the correct application of economic levers, but on the
other hand, economic levers can be regarded as a kind of objective inevitabil-
ity and used to punish people. This is shown as reverse regulation by economic
levers, meaning that the roles of these levers cancel each other out, or else
that the use of a certain lever produces results totally opposite from people's
subjective aims.

The article says that as an economic phenomenon that exists objectively, eco-
nomic levers are the expression of the role of economic laws and will not shift
according to people's will. Therefore, I hold that the cause of reverse regu-
lation by economic levers must first be sought from the economic laws that
govern them. Precisely because there is a reverse relationship aspect between
various economic laws, there is also bound to be mutual cancelling out of the
economic levers that are governed by those laws, and the result may even be
opposite to the desired omne.

To guard against reverse regulation by economic levers, it is necessary to pay
attention to the following issues: 1) It is essential to base the use of
economic levers on objective economic laws, and totally shun voluntarism.

2) Pay attention to organic coordination between the different economic levers.
3) :Actively create conditions for using the economic levers.
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NATIONAL AFFAIRS, POLICY

BRIEFS

RETAIL SALES INCREASE--Beijing, 15 Dec (XINHUA)--Retail sales in China's
rural areas this year are expected to total more than 200 billion yuan

(54 billion U.S. dollars), an official from the Ministry of Commerce

told XINHUA today. This is an 1l percent increase over last year, the
official said. According to a ministry study, from January to October, the
largest sales increase in durable goods was for refrigerators, up

44.2 percent from the same period last year. Sales of television sets
rose 3.7 percent, and washing machines, 19.2 percent. The study indicates
that the level of retail sales depends on economic development. In
economically-developed areas, sales of durable and high-quality goods,
such as electrical appliances, wool blankets, and silk products, are
increasing. Expansion of rural education in recent years has contributed
to a 40.1 percent increase in sales of writing materials, including paper,
pencils, and pens. The ministry estimated that the average rural

per capita income will increase by 10 percent this year. [Text] [Beijing
XINHUA in English 0740 GMT 15 Dec 86 OW] /12624

CS0: 4020/68
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PROVINCTAL AFFAIRS

JIANGSU: SUZHOU FOURTH-RANKING 'ECONOMIC GIANT'
0W131258 Beijing XINHUA in English 1233 GMT 13 Dec 86

[Text] Beijing, 13 Dec (XINHUA)--Suzhou, in east China's Jiangsu Province,
has achieved new progress since it became the country's fourth-ranking
economic giant in terms of industrial and agricultural output value last
year, ECONOMIC DAILY reported today.

The paper said that the city is expected to increase its output &alue from
21,5 billion yuan in 1985 to 24.5 billion yuan this year--up by 14 percent.

Suzhou used to be known as a "paradise on the earth" for its many picturesque
gardens left by ancient dynasties. In addition to tourism, it has speeded

up economic construction over the past few years and contributed a lot to

the prosperity of Jiangsu, a comparatively well-developed province whose
industrial output value surpassed the other provinces for the first time

last year.

"The city pays great attention to using advanced science and technology to
promote production," the paper said. About 35 percent of its increased output
was due to technical renovation, it said.

During the past five years, the city has invested more than 835 million yuan
in-some 1,700 retooling projects. Rural enterprises invested almost the
same amount of funds in technical renovation.

As a result, the city more than doubled its industrial output value of
1980, the report said.

Scientific research institutes also promoted more than 160 new scientific
techniques in the suburbs, which helped boost local agriculture.

/9738
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FOREIGN TRADE, INVESTMENT

TEXTILE EXPECTED SOON TO BE BIGGEST EXPORT ITEM
OW281040 Beijing XINHUA in English 0717 GMT 28 Nov 86

[Text] Beijing, 28 Nov (XINHUA)--Textiles are predicted to take over
0oil's position as China's biggest export item during the next 5 years.

"The foreign exchange earned through exported textiles will increase
80 percent by 1990 over that of last year,'" an official of the Textile
Ministry announced here today.

For this goal, the state will adopt several '"preferential policies" to
spark the industry in terms of loans, taxes and investment. The new
measures should help shift the industry's main exports from primary to
finished products, he said.

As a first step, the State Council has decided to put the China Garment
Industry General Corporation directly under the ministry.

Previously, the corporation answered to the Ministry of Light Industry,
and that structure separated cloth and garment production. As a result,
only 30 percent of the total profits earned from textile exports came from
garments, far behind other foreign textile exporters.

The Textile Ministry has urged 12 coastal cities, whose export volume
amounts to more than half the national total, to adjust the ratio. "They
have been told that 50 percent of their textiles made for export should
be garments,”" the official said, adding that they could hit the goal by
improving management and shortening delivery time.

He also disclosed, three to four export-oriented production groups are
being set up.

/9604
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FOREIGN TRADE, INVESTMENT

NATION'S ROLE IN INTERNATIONAIL CONTRACT MARKET
HK111239 Beijing GUOJI SHANGBAO in Chinese 27 Nov 86 p 3

[Article by Zhang Ruisen (1728 3843 2773): '"Fierce Competition in the
International Contractors Market, China's Contracting Business Develops
Steadily"]

[Text] Because of the outbreak of wars and natural disasters in addition

to the development of recession in the world's economy and the drop in oil
price in recent years, the international contractors market has been on

the decline. The volume of projects contracted out decreased, labor demand
dropped, and competition was very keen in the market. Judging from

the viewpoint of development, however, there is still potential to be

tapped in the international contractors market, and we can achieve something
in that market.

The Middle East is a market of great potential. It is very rich in oil,

and its reserves account for 60 percent of the gross international oil
reserves. The oil producing countries have an enormous amount of overseas
investment. Having a sparse population on a vast territory, the Middle

East is weak in technological strength and its national economy is

developing in the direction of becoming an advanced technological one.

In the long run, we can pin high hopes on continuing to develop the

Middle East market in the wake of oil prices bouncing back and a stable
political situation. As Africa is rich in oil, minerals, and raw materials
reserves, there is great potential in developing the production of agriculture,
animal husbandry, and fishery; and it is a region yet to be developed. Africa
is an internationally important area that receives an enormous amount of
international aid each year for capital construction. Because it lacks
technological strength, however, it must seek help elsewhere. The Asia-Pacific,
European and American markets are in the industrially developed regions and
their economies are rather developed. Having a rather high level of
technological strength, they pursue strict requirements in project quality.

In the wake of development of these countries' high technology, as well as

the increasingly serious population problem, it will be impossible to meet

the needs of social development just by depending on one's own efforts

in developing the economic construction.
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Over the years, when contracting projects with foreigners, our companies

have followed the business principle of "fulfilling the contract, guaranteeing
the quality, pursuing reasonable profits and stressing obligations;" and

have scored gratifying achievements within a short time. Starting from

1978 when China founded the first group of such companies, China now has

68 companies across the country engaging in the business of contracting
projects with foreigners and in labor cooperation. In 1986, China further
developed the business of foreign contract projects. By the end of the

3d Quarter, the companies signed labor contracts worth more than $900 million
with foreigners which is about the same level as at the same period last
year.

The development features of contracts made in 1986 are:

1. The number of projects funded by credit and loans was decreased by that
of projects funds by cash remittance was on the increase (accounting

for 90 percent), meaning that there is relatively little risk and the
economic results get better.

2. The form of operation became diversified, more projects paid expenses
by payment in kind, and the range of labor services was more comprehensive.

3. Each company constantly improved its capability of handling foreign
business and management techniques, and made new breakthroughs in bidding
individually.

4. The market development was gradually shifted from the Middle East
to the Asia-Pacific Area, Europe and America.

China began its contracting business in the Middle East market, which has
the largest number of projets and staff, as well as the largest value of
contracts. Over the years, China also rather rapidly developed the
contracting business in Africa and signed 466 contracts, involving a total
amount of $1.2 billion with 31 countries. Since the beginning of this
year, China has signed 26 contracts, worth over $300 million, with some
African countries. China was also rather active in the contractors market
in Asia and the Pacific and Latin America. It signed 88 contracts worth
more than $300 million with Bangledesh, Nepal, Thailand, Singapore,
Mexico, Columbia, as well as the Hong Kong and Macao regions. The number
of new contracts signed by China with Africa and the Asia-Pacific regions
accounted for 90 percent of the total number of contracts China signed
this year. There is also a great potential in developing other contractors
markets besides the Middle East.

China's contracting business is shifting its focus from labor cooperation
onto the practice of individually undertaking projects. Before 1983,
China mainly stressed the provision of labor cooperation when contracting
projects. By 1985, the number of contracts signed in the form of
undertaking projects was increased to beyond 90 percent. The number of
contracts signed in this form was still on the increase in 1986. Over the
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years, China has constantly increased the number of contracts for

large projects. Between 1979 and 1982, the largest amount of investment
involved in any project undertaken by China was $50 million. After 1984,
China constantly increased the number of contracts on projects worth

over $100 million. In Iraq, China undertook the Kaifei'er Xianafeiya
irrigation project contract, which was worth over $170 million; and

the Xindiya dam contract, which was worth $223 million. The fact that

China can now undertake large projects shows that its bidding techniques
rank among international competitors. Because of high speed and good
quality, projects undertaken by China have won high appraisal from

foreign contractors. A large number of projects have been completed and have
been put into operation. Following trial runs and examination by the owners,
most of the projects were proved to meeting the required standards.

/12624
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FOREIGN TRADE, INVESTMENT

RULES TO BE ISSUED ON TECHNOLOGY EXPORTS

HK130240 Hong Kong SOUTH CHINA MORNING POST (BUSINESS POST) in English
13 Dec 86 p 2

[Text] China is to issue a series of rules before next October aimed at
boosting exports of technology, according to Zhao Chunhua, chief of the
technology import and export department of the Ministry of Foreign Economic
Relations and Trade (MOFERT).

Mr Zhao said the new rules would define the implementation of the decision of
the State Council in October that all technology exports be administered
jointly between MOFERT and the State Commission of Science.

He was speaking yesterday at a seminar called "Technology Transfer--a New
Trading Opportunity With China", organized by the Hong Kong Management
Association and the Economic Information Agency.

Mr Zhao said the implementation rules would clarify the types of technology
that could be exported and would define the powers of the central government
and regional govermments when granting permission to export.

A meeting between releﬁant departments and offices would be held in Beijing
to discuss the implementation rules after they are issued, he said.

Though China had made few efforts in the past to increase exports of technology,
special attention would be paid to promoting such exports by supplying over-
seas markets with information on what China has to offer once the rules come
into force, he said.

Since 1979, China has exported about U.S.$20 million worth of items in about
100 categories of China-developed technologies, with over half of those sales
having been made this year.

These technologies include Chinese-character coding, blast furnace coal
dusters, a vitamin C dual-step fermentation process, and rubber production
techniques.

Most sales were made to Japan, the United States, Switzerland, Italy, Sweden,

and Nepal.
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Mr Zhao said industrialized nations accounted for most sales because publicity
of Chinese technology had been insufficient. He said China would soon step

up its efforts to increase sales of its specialities in markets in developing
countries.

He said the results of the first exhibition of Chinese technology at the re-
cent Guangzhou Trade Fair--at which only six contacts and 30 letters of intent
were concluded for the more than 300 items exhibited--pointed to the need for
better marketing.

Otoo Poon, a director of Analogue Technical Agencies Ltd, said the major
hindrance to China's technology exports was the differences in standards and
specifications between China and overseas markets.

Mr Zhao said China had reduced imports of technology from $3 billion last
year to an expected 2 billion this year, due mainly to tight controls on
imports of production and assembly machinery.
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FOREIGN TRADE, INVESTMENT

USE OF FOREIGN FUNDS SHOWS GOOD RESULTS

0W151106 Beijing XINHUA in English 1035 GMT 15 Dec 86

[Text] Beijing, 15 Dec (XINHUA)--China has invested a total of U,S.$344
million of foreign funds for land reclamation projects, according to the

recent statistics.

An official from China's Land Reclamation Bureau said today, "to date,
China has implemented more than 50 projects involving food, beans,
rubber, oranges, sugarcane, cotton, milch cow, canned food, fodder,
pharmaceuticals, agricultural scientific research, education and tech-
nological cooperation."

Using loans provided by the World Bank, Heilongjiang Province has reclaimed
200,000 hectares of wasteland and Guangdong Province has planted and
regenerated 40,000 hectares of rubber plantations. The annual average
output of rubber from these new plantations will be 43,600 tons, or

30 percent of Guangdong's present rubber output.

Heilongjiang and Guangdong provinces have used advanced technology and
equipment in land reclamation areas, rubber plantations and the construction
of the Honghe farm. . The technological and management level of the reclama-
tion areas has thus been improved.

Enterprises in reclamation areas have produced a number of famous brand
high-quality products and have increased foreign currency earnings. The
quality of most products has reached domestic advanced levels,

Some products have taken first place awards in international competitioms,
such as Imperial brand wine produced by the Tianjin winery run jointly

by China and France, medicines manufactured by the Guangzhou Baiyunshan
pharmaceutical factory and the combination radio and tape recorders
assembled by the Guangzhou Baiyun radio plant. These products have enjoyed
great prestige abroad and their supply falls short of the demand.

The funds and technology for reclamation projects are provided by the World
Bank, the United Nations Development Program, the Food and Agricultural
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Organization of the United Nations, the International Fund for Agricultural
Development, the United Nations High Commission for Refugees, the European
Economic Community and Italy, Sweden, the Netherlands, Denmark, France,
Canada, Australia and Japan.

The utilization of foreign funds and the introduction of technology has
been diversified, including joint ventures, compensation, loans and rent

payments.
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BEIJING ISSUES NEW RULE ON FOREIGN FIRMS' EMPLOYEES
OW081752 Beijing XINHUA in English 1447 GMT 8 Dec 86

[Text] Beijing, December 8 (XINHUA)--The Beijing Municipal Government has
issued temporary regulations to facilitate foreign-invested enterprises to
recruit workers and technical personnel, according to today's BELJING DAILY.

"The aim of the regulations is to.open the channels for the enterprises to
hire and fire employees and improve the supervision and service of the lat-
ters,” the paper said.

The main points of the regulations are as follows:

~-The enterprises are required to hand in their plans for employment in
advance to the city's personnel and labor .department so that the latter can
provide proper service.

--The enterprises are allowed to hire local people through various channels:
waiting for allocation by the government, hiring people themselves or recruit-
ing employees through hiring agencies. They are also allowed to hire people
in other cities, subject to approval by the authorities of both cities.

—--In principle, those who are hired by the enterprises should be allowed to
leave their original work places if their work permits. In cases of dis-
putes, the city personnel exchange centers will arbitrate.

~-Those who also have to seek employment through such personnel exchange cen-
ters include people whose units are unwilling to release them; college grad-
uvates who have been unemployed for a minimum of five years because they are
unwilling to accept state-assigned jobs; those who leave their work units
wihtout permission and those working in remote suburbs and other cities.

--All employees should work under contract.

—-Those who have been fired or whose contract terms expire cam also seek
employment through the centers.

/6662
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FOREIGN ENTERPRISES ELIGIBLE FOR RENMINBI LOANS
OW120800 Beijing XINHUA in English 0747 GMT 12 Dec 86

[Text] Beijing, December 12 (XINHUA)~-Enterprises with foreign investment

in China are eligible to apply for renminbi loans mortgaged by foreign. ex-
change of their own or borrowed from abroad, -according to a Chinese Government
document. '

Provisional regulations to this effect issued by the People'’s Bank of China go
into force today.

At present, the foreign currencies to be used by Sino-=foreign joint ventures,
cooperative enterprises and enterprises with sole foreign. capital as mortgages
are limited to U.S. dollar, Japanese yen, HK dollar, Deutsche mark and pound
sterling. ' ' '

The mortgaged RMB loans, which can be used as both working capital and invest-
ment in fixed assets, will be divided into the short-term as well as medium-
and long-term loans. The maturities of the former are three months, six months
and on year, and of the latter from one year up to five years, the regulations
say.

Applicants for the loans shall declare to the State Administration of exchange
control or its branches the sources and amounts of their foreign exchange for
examination. After the report is verified, they apply with a designated bank
authorized by the People's Bank of China.

The mortgaged loans shall be extended by the Bank of China and other financial
institutions which are authorized by the People's Bank of China, except in
the special .economic zones.

The borrower shall not repay the mortgaged loans before they are due. Upon
maturity, the borrower shall repay the original RMB amount in exchange for the
return of the mortgaged amount of foreign exchange. The transaction shall not
be subject to changes in exchange rates. The mortgaged foreign exchange shall
be turned over to the People's Bank of China if the RMB loans fail to be re-
paid upon maturity in case where the mortgaged foreign exchange is borrowed
from abroad, the borrower shall continue to be liable to the creditor for the
repayment of principal and interest.




The amount of RMB loans extended by the authorized banks to the mortgagers
shall not exceed an RMB amount equivalent to the foreign currency amount at
the exchange rate (buying rate) as announced by the State Administration for
exchange control on the day the loan is made.

Neither the RMB loans nor the foreign currency submitted by the borrowers as
mortgage, shall bear interest, the regulations say.
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HEILONGJIANG ENACTS MEASURES TO ENCOURAGE EXPORTS
Beijing GUOJI SHANGBAO in Chinese 10 Nov 86 p 2

[Article by Hu Haiqing [5170 3189 3237]: "Heilongjiang Encourages Exports to
Earn Foreign Exchange"]

[Text] To encourage the production of export commodities and increase exports
and foreign exchange earnings, Heilongjiang Province recently drew up eight
regulations:

1. Export commodities will be put under command planning management.
Enterprises producing export commodities will be issued three mandatory
targets as part of the command plan: export and foreign exchange earnings
target (or export and goods supply target,) contract fulfillment rate, and the
certification rate of export commodities. They are the major criteria by
which enterprises will be assessed.

2. Ensure materials, transport, and funds for the production of export
commodities.

3. Give priority to the technical transformation projects of export-oriented
enterprises to ensure that they receive funds and materials. Preference
should be given to the import of foreign capital, technology, and equipment.

4, Give tax preference to export-oriented enterprises to encourage the
production of export commodities.

5. Adopt the principle, "the more foreign exchange you earn, the more you can
spend." In determining the percentage of foreign exchange a local export
enterprise or one making electrical machinery is allowed to retain,
regulations in provincial and national documents must be adhered to. That
apart, a special foreign exchange account is to be set up for such funds and
no department will be allowed to detain, transfer, or appropriate such funds.

6. The procurement prices of export commodities. In the case of products
under price control, they will be procured at prices approved by the pricing
departments at the appropriate level. In the case of products removed from
price control, prices will be determined by the two parties from industry and
trade through consultation. A serious effort should be made to realize the




principle, "A good product should fetch a good price. Products of a similar
quality should be similarly priced."

7. An export incentive system should be applied to production enterprises.
Export bonuses, which should be included in export costs, are to be turned
over in full by foreign trade enterprises to production enterprises or goods
supplying units. The Dbonuses are to be retained in full by the 1latter as
after-tax profits.

8. Strengthen the management of the sources of export commodities.
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CSO: 4006/163

26




FOREIGN TRADE, INVESTMENT

GUOJI SHANGBAO CALLS FOR MORE TECHNOLOGY EXPORTS
HK160311 Beijing GUOJI SHANGBAO in Chinese 4 Dec 86 p 1

[Commentary: "Stimulate Export of Equipment and Labor Services by
Exporting Technology"]

[Text] In October this year, the China National Chemical Comstruction
Corporation officially signed a contract with Nepal's Kuoerkali [1647 0334
0807 6849] Rubber Industry Company Limited for exporting to the latter
technology and a complete set of equipment with an annual production
capacity of 88,000 sets of automobile tires. Although the cost of
engineering design, technical secrets, and information accounts for only
14.96 percent of the total value of the contract, all this has helped

us export a whole set of equipment. This export project has been China's
biggest so far.

Not long ago, commenting on the problem of exporting technology, a leading
comrade of the State Council pointed out that China should stimulate

its exports products and labor services by exporting technology and should
combine all this with the overseas construction work it undertakes.

In recent years, various departments and localities have begun

to pay close attention to exporting technology by enthusiastically
trying to look for exportable technology and to push its sales to
foreign countries. However, much of the technology exported has been
software. Little has been done to export products and equipment
through the export of technology. The country's conditions

permit the export of an appropriate amount of software. However,
this yields only very limited economic results. Thus, we should
stimulate exports of equipment, products and labor services

by exporting technology. This is a common practice in world trade.

Although China is a developing country it has in the 30 years or so since
its founding, established an integrated industrial and agricultural
production system. Now, it possesses some rather sophisticated technology
and the proper equipment. Nepal has decided to import the technology and
equipment for the production of tires from China not because China has more
advanced technology and equipment than other countries, but because China's
technology and equipment are suitable for Nepal, given its present
technological and production levels. Many other Asian and Pacific countries
are also interested in China's technology and equipment. Recently some of
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these countries have expressed through the Asia-pacific Technology Transfer
Center their hope for the import of more than 100 things from China. These
things include agricultural, light industrial, textile, chemical, mechanical,
and food processing technology and equipment. Both technology and equipment
are demanded in most cases. This shows that there will be a large

market for us if we can stimulate the export of equipments and products

by exporting technology. We should try to earn more foreign exchange

for the country by developing this business.
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UPSURGE IN TECHNOLOGY IMPORTS, ENTERPRISE TRANSFORMATION
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 4 Dec 86 p 3

[Article by Jiang Shaogao [3068 4801 7559]: "3,000 Pieces of Technology
Imported in 3 Years"]

[Text] Of the "3,000 pieces" of advanced technology imported in the last 3
years of the Sixth 5-Year Plan, about 60 percent will be put into production
by the end of this year, to be joined by the remainder in the next 2 years.
These projects will be a vital force in the development of the national
economy and play a crucial role in the Seventh 5-Year Plan.

For 30 years after the People's Republic was founded, the nation's major mode
of technology import was to purchase complete sets of large-scale equipment,
build new plants and go in for extensive development. In 1982, the State
Council demanded that we import technology and transform existing enterprises
without delay, put forward a plan calling for the import of 3,000 pieces of
advanced technology in the last 3 years of the Sixth 5-Year Plan to transform
existing enterprises, and asked the Economic Planning Council to see that each
project was carried out. As of late 1985, contracts were actually signed with
foreigners on 3,900 projects. Propelled by the "3,000 projects," China
experienced its first upsurge in technology import and technical
transformation. Over the past few years, all industries have integrated
technical transformation with the import of essential technology and
equipment. Characteristically, these projects require limited outlays, have a
short construction period, pay off quickly, and yield good economic results.

The "3,000 projects" have enabled some Chinese industries and products to
leap-frog technically, significantly narrowing the gap with advanced nations.
Ten percent of the products of the machinery industry today reach
international standards of the late 1970's and early 1980's. In electronics,
the manufacturing of color TV sets, video cassette recorders, recorders, and
copiers has grown and matured. More than 30 percent of electronic products
are now on a par with the best in the world in the late 1970's and early
1980's, up from 15 percent in 1982. The technical levels of such industries
as metallurgy and those that make food, knitwear, daily consumer goods, and
power plant equipment have also changed appreciably.

Technology import and the technical transformation of enterprises have
improved China's product competitiveness in the international marketplace and
promoted exports. After spending $3.26 million on the import of five silk
printing production lines, a silk company boosted exports by 10 million meters
of real printed silk, earning an additional $50 million in foreign exchange.
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BETTER INSPECTION OF IMPORTED COMMODITIES URGED
O0W071218 Beijing XINHUA in English 1037 GMT 7 Dec 86

[Text] Beijing, December 7 (XINHUA)--Minister of Foréign Economic Relations
and Trade Zheng Toubin today called on commodities inspectors to take ef-
fective measures and strengthen the quality inspection of commodities im-
ported.

At a national meeting on supervision and control of import commodities, which
opened here today; Zheng said that all import commodities should be inspected
within the time fixed and that "uninspected goods are not allowed to be in-
stalled or put into production, .or sold or used, so as to safeguard the rights
and interests of the state, endusers, consumers and the parties concerned.

China's imports came to more than 34,03 billion U.S. dollars in 1985, a 72.2
percent increase over the 1981 figure. The import commodities were good on
‘the whole but some had defects either in quality and quantity.

The statistics by the inspection departments show, inspectors had discovered
that more than 41,700 batches of imported goods during the Sixth Five-Year
Plan period (1981-85) or about 10.3 percent of the batches of import goods
they had inspected during the period, were not qualified to the contracted
quality, quantity and technical norms. .

Zheng urged the inspection departments to improve their provisions and regu-
lations, supervise and urge importers and users to examine the goods they
import.

Moreover, they should be equipped with sophisticated instruments and ask
scientific research institutions, universities and other social forces to
help with their work.

The meeting was jointly organized by the State Economic Commission, the
Ministry of Foreign Economic Relations and Trade, the Administration of Customs
and the State Administration of TImport and Export Inspection. The partici-
pants will exchange their experience on inspection and discuss how to improve
the work.
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BRIEFS

TECHNOLOGY IMPORTS TO REVAMP BUSINESSES--Beijing, 4 Dec (XINHUA)--China
will have put 60 percent of the 3,000 items of technology imported during
the 1983-85 period into operation by the end of this year, the overseas
edition of the PEOPLE'S DAILY reported today. The technology import
program is designed to 'help retool existing businesses," a priority in
China's economic development plan, the paper said. The previous policy

was based on importing complete production rather than components for -
retooling. The program has improved the technological standards of Chinese-
made products and enhanced their competitiveness on the international
market, the paper said. For example, 30 percent of domestically-produced
electronics products now meet international standards of the late 70s

or the early 80s, compared with 15 percent in 1982. With the introduction
of five silk printing production lines, the China National Silk Company

now can export an additional 10 million meters of silk a year, worth
U.S.$50 million. [Text] [Beijing XINHUA in English 0638 GMT &4 Dec 86] /9604

SINO-JAPANESE TRADE GROUP—-The China Cooperation Group for Economic Trade
with Japan was inaugurated in Beijing yesterday to promote trade between
China and Japan. The group is comprised of responsible officials of the
State Planning Commission, the State Economic Commission, concerned
departments of the State Council, and import-export corporations for
respective areas. Jia Shi, chairman of the China Council for Promotion of
International Trade, and Shen Jueren, assistant minister of economic
relations and trade, were elected chief adviser and chairman of the new
group, respectively. The group will study ways and means to further
develop Sino-Japanese trade, increase Chinese exports to Japan and to
reduce China's trade deficits, in coordination with the existing Group

for Promotion of Chinese Exports to Japan, and with the two groups that
were formed jointly with Japan-—-the Japan-China Council on Trade Expansion
and the Research Council on Development and Imports of Chinese Commodities.
[Text] [Beijing in Japanese to Japan 0930 GMT 7 Nov 86] /9604

RADIO FACTORY EXPORT RECORD--Dalian, 16 Nov (XINHUA)--The Dalian radio
factory in northeast China has since 1983 exported two million quality
radio sets to 37 countries and regions, ranking the first among China's
radio set producers. The factory has earned foreign exchange worth

U.S.$ million by exporting radio sets to countries including Japan, the




United States and Canada. The factory imported radio set technology,
production lines and some components from Japan in 1982 and exported radio

sets with 90 percent home-made components the next year. All of the

factory's export radio sets have been up to standard thanks to its strict
quality control. [Text] [Beijing XINHUA in English 1247 GMT 16 Nov 86] /9604

NINGXIA COAL EXPORTS--Ijing, 26 Oct (XINHUA)--Northwest China's Ningxia
Hui Autonomous Region will export 320,000 tons of locally-produced quality
coal, called "taixi" coal, this year--up 60 percent from last year. The
coal, mined in the city of Shizuishan, sells well in Western Europe as it
has a low content of ash, sulphur and phosphorus, and a high calorific
content. It is used either as heating material or as raw materials for
making chemical fertilizers and activated carbon. [Excerpts] [Beijing
XINHUA in English 0702 GMT 26 Oct 86] /9604 '

SHANGHAT RURAL ECONOMY PROMOTION--Shanghai, 23 Sep (XINHUA)--Shanghai has
more than 470 rural factories that have established ties with city
enterprises in recent years, according to today's ECONOMIC DAILY. The
cooperative enterprises produce textiles, light industrial goods, electrical
machinery, instruments and meters, chemicals, and metals. Their output
value accounts for 20 percent of the total in the city's 10 suburban
counties. In the Xiasha Township of Nanhui County, cooperative enterprises
accounted for one third of total industry. The industrial cooperative
enterprises produce export products worth 460 million yuan (U.S.$24 million)
a year. [Text] [Beijing XINHUA in English 1550 GMT 23 Sep 86] /9604

SHANGHAT-EAST - EUROPEAN TRADE--Shanghai, December 12 (XINHUA)--The volume of
trade between Shanghai and East European countries between January and Septem-
ber this year was up 61 percent over the same period of last year, according
to the Shanghai-based JIEFANG DAILY. According to the local newspaper, Shang-
hai has exchanged exhibitions, economic and trade delegations, and technology
with these countries to promote mutual understanding and trade. The city made
a deal with Yugoslavia between April and May this year when a Yugoslav indus-
trial and technical exhibition opened in Shanghai. According to a barter
trade contract involving more than two million U.S. dollars, Yugoslavia will
import cotton and other goods from Shanghai and. export embossed woolen cloth
to Changhai. Shanghai's light industrial goods, textiles and handicrafts

went on display in the Soviet Union early this year, and silk garments worth
8.3 million U.S. dollars were ordered. Shanghai began to undertake local
barter trade with Eastern European countries in 1984. [Text] [Beijing XINHUA
in English 0704 GMT 12 Dec 86 OW] /6662 '

FOREIGN CURRENCY EXCHANGE CENTER--Guangzhou, December 13 (XINHUA)-A center
where foreign currency and renminbi can be exchanged was set up here today for
the convenience of the local foréign-invested enterprises. The center was

set up in the light of the city'’s temporary regulations on foreign currency
exchange among foreign invested enterprises, said a spokesman of the center.
Any foreign-invested enterprise which has opened an account in foreign currency
with the Bank of China, with the approval of the Guangzhou branch of the

State Administration of Exchange Control (AEC) can exchange funds at the cen-
ter with a certificate granted by the AEC's Guangzhou branch, according to

the spokesman. The currency for exchange should be within the normal income
of the enterprise, he said, adding that both parties should negotiate the
price of exchange with the help and under the supervision of the center's
officials. [Text] [Beijing XINHUA in English 1219 GMT 13 Dec 86 OW] /6662
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SHENZHEN INDUSTRIAL DEVELOPMENT IMPROVES
HK100639 Hong Kong ZHONGGUO XINWEN SHE in Chinese 1456 GMT 9 Dec 86

[Report by reporter Wu Yixun (0124 0001 3169): "After Vigorous Efforts,
Shenzhen's Industry Has Taken a Solid Step Forward']

[Text] Shenzhen, 9 Dec (ZHONGGUO XINWEN SHE) -- Various indications show
that Shenzhen's industry after vigorous efforts has this year taken a
firm step forward.

According to statistics, in the first 11 months of this year, Shenzhen City
realized 3.1 billion yuan in industrial output value, an amount exceeding
the annual plan, or an increase of 16.l percent over the figure of 2,67
billion yuan for the whole of last year.

Shenzhen's industrial production this year is marked by the following
several features:

—- The overseas market for industrial products has been greatly strengthened.
The grand total of output value of export products from January to October
reached 1.193 billion yuan, an increase of 68.4 percent over the corresponding
period of last year. According to estimates by relevant departments,

exports of Shenzhen's industrial products this year can reach $480 million.

—- Within the industry, the situation marked by too much emphasis on
electronics and the unbalanced development of light industry, textiles,
foodstuffs, machinery and other trades has changed. Since the beginning of
this year, the percentage of scales abroad in the textile trade has reached
91 percent, with an increase of 7.1 percent in output value, jumping from
fifth to second place among various trades. Despite the continuous
growth of absolute output value in the electronic industry, the percentage
accounted for by it has dropped from 51.8 percent last year to 45 percent.

In addition, various trades have enthusiastically set up trade associations
strengthening the establishment of extensive ties and mutual cooperation
within themselves.

—— The mix of products and their development have entered a stage of
even development, with a gradual change in the single-product image and
the situation of poor development capacity. According to incomplete




statistics by the Electronic Group Company, of 73 products newly developed
by the enterprises under it, those in the investment category, such

as calculators, instruments and meters, components, and so forth

produced in coordination with other industries, have accounted for

60 percent, with a change in the previous situation of producing
receiver-recorders, television sets and other household electrical products
by chiefly assembling parts. The textile trade has also paid attention

to developing high-quality textiles.

At present, products exported in large quantities include television sets,
bicycles, electronic clocks, quartz watches, cylinder printing machines,
machine parts, and so forth. '

—-- The business of bringing in foreign capital has been done in a more
prudent and solid way than before, with attention to the quality and

results of contracts and projects. The number of contracts or projects
involving foreign capital brought in this year is slightly less than

last year. But the actual amount of capital brought in and put to use has
reached $200 million (up to the end of October), an increase of more than

30 percent over the corresponding period of last year. Moreover, the
percentage of foreign capital in the total amount of investment, the advanced
nature of technology, and the proportion of products sold abroad have shown
relatively great improvements over the corresponding period last year.

The percentage of goods sold abroad has generally reached around 70 percent.
There has been a marked increase in light industrial and textile items,
putting the industrial composition on an increasingly rational basis.

But economic results have not shown big growth and remain at a relatively
low level. According to an analysis, the causes are an increase in the
prices of raw and other materials, a rise in foreign currencies, and so forth.

According to an analysis by officials of industrial departments here,
Shenzhen's industry will show still greater development next year. The
tentative annual plan calls for an industrial output value of 4 billion yuan.
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GOOD PROSPECTS FORESEEN FOR SHENZHEN'S DEVELOPMENT

Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 38, 1 Oct 86 pp
34-36

[Article by Liang Wensen [2733 2429 2773}: "Good Prospects for Continued,
Balanced Development of Shenzhen"]

[Text] It would be profitable and of practical significance for us to
summarize the economic development of Shenzhen in the past few years,
recalling the past and looking to the future.

Overall Economic Development in Shenzhen

Shenzhen, in 6 arduous years of getting itself established, has 1laid an
jnitial foundation for economic and social development and made great
achievements.

Over the 6 years, 6.4 billion yuan has been invested in capital construction.
About 48 square km of land has been developed, more than one-third of the land
which can be developed, and construction has been completed on 9.3 million
square meters of building space. Besides completing the construction of basic
infrastructure facilities as in the plan, many factories, residences, shops,
and facilities for tourism, S & T, education, culture, and health have been
built. There are well over 100 tall buildings, making Shenzhen one of the
cities in China with the highest concentration of tall buildings. This
construction has created the basic preconditions for the economic and social
development of the SEZ. Shenzhen used to be just a small border town with an
area of only 3 square km and a population under 30,000. It has now become a
rising medium-sized city of U470,000 people, in the first stages of
modernization. Americans have dubbed it an "overnight city" [English phrase
provided in text] This is truly a rare event in the history of urban
development.

Rapid Growth of Industrial and Agricultural Production. In one leap, industry
went from 224 factories in 1979 to 907 in 1985. The number of workers has
grown from more than 8,000 to over 90,000. Shenzhen produces more than 800
different products. The 1985 GVIO was 2.67 billion yuan, a 43-fold increase
over 1978, and an annual increase of 88 percent. Agriculture has started to
establish a quite modern base, on a considerable scale, for the production of




fresh agricultural products and byproducts. Its annual production capacity
is: 10 million chickens, 300,000 pigs, 1 million ducks, 20,000 tons of milk,
20,000 tons of fish from ponds, and 180,000 tons of vegetables. With capital
construction occupying more land and the farm acreage shrinking, the GVAO in
1985 was still 185 million yuan, an increase of 169 percent over 1979, and an
annual growth rate of 8.7 percent. This means that industry and agriculture
have developed a considerable production capacity and have a definite material
and technical foundation for production.

Major Growth in Transportation, Shipping, Post and Telecommunications. More
than 100 main transportation routes, with a length of 160 km, have been
established within the city. The electrification and laying of multiple track
on the railway linking Guangzhou and Kowloon will be finished soon. The
Chiwan dock has been completed and the port of Mawan is being constructed.
The Nantou heliport has been completed and preparations are being made for
building the international airport. Work has also started on the highway
Joining Hong Kong and Guangzhou. Whether by land, sea, or air, these projects
will increasingly facilitate domestic and foreign transportion to and from
Shenzhen. In 1985, more than 80 million people were carried, an annual
increase of 82 percent. The volume of goods carried was 36 million tons, an
annual increase of 63.6 percent. The harbor handled 3.5 million tons of
goods, an annual increase of 51 percent. Post and telecommunications did more
than 130 million yuan of business, an annual increase of 46.4 percent. Within
the city there are 12,000 automatic telephone switches, an average of one
telephone switches for 8 residential households, the highest in the nation.
Long distance calls can be dialed directly to America, Hong Kong, Australia,
and several dozen cities within China. This facilitates the rapid
transmission of foreign and domestic information.

Continual Development of Commercial Service. Rapidly growing commerce and
trade are paving the way for industrial and agricultural production. For
example, in 1985, the volume of social commodity retail sales in Shenzhen
reached 2.64 billion yuan, a 20-fold increase over 1979, and an annual growth
of 65.8 percent. The total value of foreign exports was $563 million, a 24-
fold increase, and an annual growth of T1 percent. By 1985, the food service
industry had grown from only 5 state-run establishments to 414 places to eat
and drink, run by the state, collectives, and individuals, and employing more
than 7,000 people. The growth of the commercial service industry has served
as a link, Jjoining production to circulation and domestic markets to foreign
ones.

Based on Growth in Production, City Residents' Income Increases Markedly,
Everyday Life Rapidly Improved. In 1985, the per capita national income in
the city was 4,100 yuan, a 3-fold increase over 1979, and an annual growth of
26.4 percent. The net average annual income for peasants was 750 yuan, 14.3
percent more than the previous year. The average annual wage for workers was
2,418 yuan, 10.7 percent more than the previous year. Working people are
happy with their 1lives and jobs, since each gets what he has earned.
Everybody radiates patriotic fervor and enthusiasm for developing Shenzhen.
This has not only ended the flow of people to Hong Kong and Macao, it has also
drawn back more than 1,000 people from Hong Kong who have settled in Shenzhen.
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The Rapid Economic Development of the Shenzhen SEZ and the Daily Improvement
in the Investment Climate Have Allowed Shenzhen to Begin Serving as the "Four
Windows" and Axis of the "Two Fans" Which Radiate Out Within China and
Overseas, As Well As Starting To Demonstrate Its Appeal to Foreign Investors.
In the past 6 years, the SEZ has signed more than 4,300 agreements and
contracts with businessmen from 17 countries and regions. The total value of
investment agreements is $3.53 billion, of which $940 million in foreign
investment has actually been used. This accounts for 20 percent of the $U4.6
billion directly invested in all of China. Advanced technology and equipment
imports roughly account for more than 40 percent of total technology and
equipment imports. Shenzhen SEZ has joined with interior enterprises and
research organizations to import advanced technology. After the technology
has been assimilated, it is developed, shared, and transferred to the
interior. This technology, including construction technology, industrial
technical design, sample equipment, and sample products, promotes rapid
economic and technical growth in the heart of China and has achieved quite
high economic results. The SEZ has also functioned as expected in diffusing
this technology into the interior. For example, a technically advanced piece
of equipment imported in 1984 by a textile company in Shenzhen has been
transferred to the interior and used to develop new products, raising the
foreign exchange earning ability of the interior factory by 800 percent. As
another example, the Chinese Aviation Technologies Standard Parts Co imported
advanced technology. The standard parts [biao zhun jian 2871 3294 0115] it
produces are selling well overseas, and the technology has been transferred to
Tianjin, Hangzhou, and other cities. A construction company in Guangzhou used
the Shenzhen pile-driving method, reducing its investment by one-third. At
the same time, the SEZ is still serving as a window for management and
knowledge. It is directly importing scientific management methods and
advanced management practices through joint and cooperative ventures with
foreign firms (many ventures have foreign nationals, residents of Hong Kong
and Macao serving as managers and assistant managers); some of this is
imported by enterprises unconnected with foreign firms. For example, the
Zhongguan Printing and Dyeing Co in Shenzhen, is a small operation, with few
layers of bureaucracy and a skilled workforce, yet its productivity is very
high and more than = 97 percent of its products are sold overseas. The
management experiences of this company have been widely shared with' similar
enterprises in the interior. In regard to Shenzhen's role as a base for
training, the work experience in developing the SEZ has been very educational
for many officials. They have gained two basic abilities, how to organize
domestic development and how to develop overseas economic ties. According to
statistics, more than 30,000 technical and management officials from the
interior are playing active roles outside of Shenzhen after having received
training and upgrading their qualifications there. Shenzhen also promotes the
development of the interior by transmitting in knowledge and information. In
regard to fanning out overseas, most exports are produced right in the SEZ,
except for the export of a small amount of advanced technology (such as sample
computerized Chinese typewriters). In 1985, industrial products sent directly
to international markets accounted for U1 percent of total sales of industrial
products. When we add on 9.6 percent for

import substitution, products being sold for foreign exchange have reached
50.6 percent. -This very considerable proportion is a significant indication
of Shenzhen's development toward an export-oriented economy.




Fundamental Lessons from Developing the SEZ

The rapid economic and social growth of the Shenzhen SEZ and its outstanding
achievements have attracted the attention of the world. I personally feel
that the experiences can be basically summarized into the following eight
points.

1) The Key to Progress Is To Insist on Implementing Preferential Policies for
Attracting Foreign Investment. This means that at the very least, we must
ensure that the foreign investor will realize a return on his investment not
less than than the average obtained internationally. To this end, the
central authorities have granted to the Shenzhen government a certain right of
review and approval and some preferential policies for attracting foreign
investment projects. For example, the SEZ has the right to approve
nonproduction projects of less than $100 million, heavy industry projects of
less than $50 million, and light industry projects of less than $30 million.
The SEZ income tax rate is 15 percent, 1less than the 33 percent in the
interior and 18.5 percent in Hong Kong, and there is the privilege of reducing
or exempting the income tax on profits which are reinvested. Imported
production materials and exported products are exempt from customs duties.
Land-use rates, labor costs, and water and electricity charges are all cheaper
in Shenzhen than in Hong Kong.  All of these will improve the competitiveness
on international markets of enterprises dealing overseas.

2) Creating a Good Investment Climate Is the Basis for Getting Results.
After opening the SEZ, efforts were first concentrated on large-scale
construction of infrastructure on the designated 327.5 square km, including
roads, running water, electricity, telecommunications, gas, drainage pipes,
sewage pipes, and ground leveling. In terms of the physical plant needed for
a good investment climate, this provided the basic material conditions for
foreign firms wishing to open factories or other businesses in Shenzhen. At
the same time, in terms of the nonmaterial aspects of a good investment
climate, the government formulated and promulgated more than 10 sets of rules,
regulations, and relevant details, in order to safeguard the legal rights and
interests of foreign firms. To make things easier for foreign businesses,
Shenzhen paid attention to improving the work efficiency of SEZ government
employees and simplifying the procedures for foreign businessmen entering and
leaving Shenzhen. These are all important measures making it easier to
attract foreign firms. But the goal of officially using the management system
is to offer foreign firms even more openness, more preferential treatment, and
more conveniences. This will further perfect Shenzhen's investment climate.

3) Formulate Development Strategy, Determine Overall Direction of
Development. The question of exactly what should be the long-term, overall,
direction of development in Shenzhen--in other words, what type of SEZ do we
want--had to be answered as Shenzhen progressed from the blueprint

stage to the development stage. The Shenzhen government promptly organized
expert investigations. The experts recommended strategic goals for the
development of Shenzhen, which were based on repeated discussions, the guiding
ideology from the central authorities on the creation of the SEZ, and
Shenzhen's strategic significance. The goals are to strive to establish a
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comprehensive SEZ which is export-oriented, relies mainly on advanced
industry, and integrates industry, commerce, and technology. Shenzhen should
build up a high-level of material and spiritual civilization, and work hard to
attain by 2000 a per capita gross national output value on a par with that of
Hong Kong around the year 1990. In realizing these grand strategic goals,
Shenzhen will further serve as a "window" and the apex of a "fan." It will
also exert a positive influence on making Hong Kong more stable and
prosperous, encourage Taiwan to return to the motherland, and realize the
strategic policy of "one country, two systems."

The Shenzhen government has also determined key points and measures for the
development strategy, and the strategic paths to be taken. This will ensure
attainment of the development strategy goals.

4) Using Domestic Ties To Achieve Foreign Imports Is a Strategic Method.
Shenzhen has the unique geographical advantage of close proximity to Hong
Kong, and can benefit from Hong Kong's position as one of the centers of
international business. However, Shenzhen suffers from a lack of natural
resources, labor, and the small size of its market, and management
experience. Looking at Shenzhen's advantages and disadvantages, we see that
it is absolutely essential for Shenzhen to establish ties with the interior if
it wishes to import large amounts of foreign capital and technology. In order
to to take better advantage of foreign resources, manpower, technology,
management techniques, and markets, Shenzhen must first avail itself of the
funds, technology, manpower, and markets of enterprises in the interior. It
must work hand-in-hand with the interior to jointly run enterprises in the
SEZ, and this experience will be a foothold for further endeavors. Then
Shenzhen should reach out overseas to bring in foreign capital. Only in this
way can Shenzhen develop its export-oriented economy. Experience has proven
that domestic ties are essential for effective foreign imports, and that
foreign imports strengthen domestic ties. The two complement each other.
They are like the two wings on a bird, both necessary if industry, the
backbone of the SEZ economy, is to take off. The recent proposal that %"all
of China assist the SEZ's and the SEZ's serve all of China" expresses exactly
the strategic ideology for opening up: "domestic cooperation and foreign
importation."

5) Vigorously Developing the Service Industry Is the First Step to Developing
Shenzhen. The SEZ, with its modern economic layout and structure, needs to
establish itself, by means of foreign investment, as a comprehensive, export-
oriented special economic zone consisting primarily of advanced industry and
integrating industry, commerce, and technology. But without the service
industry at the vanguard of economic development, a modern economic structure
will not come into place. Shenzhen should develop lateral international and
domestic ties and must also upgrade commerce, service, transportation,
shipping, post and telecommunications, finance, and consultancy beyond their
previous levels. These are all objective requirements for the development of
modern, large-scale production. Shenzhen should conform with the development
trends of the modern international economy; cast aside the traditional view on
the function of cities; break with the one-sided emphasis on material
production and the old concept which regarded commerce, service, and finance
as purely nonproductive fields; change the direction of investments and the




people's consumption patterns; and regard development of the service industry
as a major task in the creation and development of the SEZ. It should also
strive to build Shenzhen into one of the buying centers of south Chinaj; the
national center for commodities exchange, commercial activity, and exhibiting
and selling foreign goods and technology; and one of the distribution centers
for funds, personnel, and information. After 6 years of hard work, Shenzhen's
service industry has developed rapidly, and on the whole it has done well. In
1985, service personnel in Shenzhen accounted for 36.2 percent of all people
employed; the figure for 1984, 32.4 percent, was 250 percent higher than the
national figure of 12.7 percent for the same period in 1985. The 1985 total
output value for the service industry in Shenzhen was 50.8 percent of the
gross SEZ output value, close to the average level in advanced countries, and
exceeding the total value of the economic zone's primary and secondary
industries. In 1984, the Shenzhen service industry's share of the total
output value was twice that of Shanghai (22.8 percent), and was even more in
comparison with the national average (18 percent). It has thus fully shown
what can come of a city with many functions and it has also accumulated funds
for developing Shenzhen. It is one of the secrets to Shenzhen's rapid growth.
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SHENZHEN BANS USE OF WIRELESS TELEPHONE
HK080348 Hong Kong ZHONGGUO TONGXUN She in Chinese 1339 GMT 2 Dec 86

[Report: "Shenzhen Bans Use of Wireless Telephone by Hong Kong Businessmen
in the city" -- Zhongguo Tongxun She headline]

[Text] Hong Kong, 2 Dec (Zhongguo TONGXUN She) -- The post and telecommunica-
tions authorities in Shenzhen City recently dismantled 32 mobile wireless
telephone sets brought in and installed by some Hong Kong businessmen

in private, and installed ordinary telephones for them which can be

dialed to Hong Kong directly.

According to a responsible person of the department concerned, the

wireless telephones used by Hong Kong investors in private without
authorization in Luohu district have basically all been dismantled. However,
more than 30 Hong Kong ivnestors are still using mobile wireless telephones
without authorization in Henggang, Shawan, and Buji districts. He

demanded that these Hong Kong businessmen stop using these illegal
telephones as soon as possible and register direct dial telephones in
Shenzhen's post and telecommunications Department.

This responsible person said: Hong Kong businessmen who use mobile
wireless telephones in Shenzhen not only have violated the relevant
regulations of Shenzhen's post and Telecommunications Department,

but have also violated Hong Kong's regulations on banning the use of
wireless communications equipment outside the border. He said that

the Shenzhen Post and Telecommunications Department has come into contact
with the authorities in Hong Kong to discuss ways to ban the use of
mobile wireless telephone in Shenzhen.

/12624
CSO: 4006/195




ECONOMIC ZONES

JOINT VENTURES FLOURISH IN DALIAN

Beijing GUOJI SHANGBAO in Chinese 10 Nov 86 p 2

[Article by Sha Xiumin [3097 4423 2404] and Li Wenfang [2621 2429 5364]:
"Dalian Acts to Ensure Success for Joint Ventures"]

[Text] As it further improves its investment climate, Dalian has attracted
more and more overseas investors. As of last October, 89 companies from 9
nations and regions such as Japan, Britain, the U.S., the Federal Republic of
Germany, and Hong Kong, had signed contracts for joint or cooperative ventures
with Dalian, of which 47 have opened for business or gone into production.
Total investments amounted to $328 million, of which over $195 million were
foreign capital. Since the beginning of this year, 19 projects already in
business or production have increased output value and foreign exchange
earnings by 35 and 70 percent, respectively, over last year.

On 13 August 1984, Lianda Shipping Company, a joint venture between Dalian and
Hong Kong, ushered in the era of joint ventures in Dalian. As time went by,
more and more contracts for joint and cooperative ventures in production and
the service sector were concluded. Under the overall planning of the
municipal Foreign Economic Relations and Trade Commission and other pertinent
departments, Dalian has taken pains to steer foreign investments in certain
directions, notably industrial production, finance, and commercial service.
Of the projects signed this year, over 70 percent are in production. Through
Jjoint and cooperative ventures, the Chinese and foreign parties benefit one
another and many products have broken into the international market or
substituted imports. Another direction into which foreign investments are
channelled is export-oriented objects. After going into operation, many
cooperative ventures turn out goods readily marketable in the world and
increase their ability to earn foreign exchange. The Dalian Aquaculture Food
Company, a joint venture between China and Japan, processes kelp into kelp
extract, using imported advanced foreign technology. It sells its entire
output abroad and has earned more than $500,000 in foreign exchange this year.

The development of joint and cooperative ventures in Dalian has been quite
successful mainly because the various departments in charge in the municipal
government closely coordinate their actions and fully cooperative with one
another. They give foreign investors the same treatment in water,
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electricity, and gas supply as they do state-owned enterprises. Moreover,
they have further improved the investment climate, transport, and posts and
telecommunications, creating favorable conditions for foreign investors in
Dalian. They have also worked hard to implement the State Council's
"provisions on encouraging foreign investments," solve foreign businessmen's
real problems, and improve the investment climate.

How to implement the State Council's provisions concerning the encouragement
of foreign investment and create a good investment climate in order to attract
more foreign investors? Dalian is in the process of drawing up detailed rules
and regulations.
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BRIEFS

IMPORT OF FOREIGN TECHNOLOGY--Beijing, 14 Dec (XINHUA)--China's 14 open
coastal cities have imported a total of 10,800 items of advanced technology
and equipment, about half of which have gone into production. Major
industrial bases and trade ports in the country, these cities generate

one third of China's total industrial output value, and they deal with two
thirds of the country's export goods. With imported key tec-nology and
equipment, Shanghai, Dalian and Tianjin, China's shipbuilding bases, have
constructed a number of berths to manufacture several dozen huge oil
tankers, freighters and container ships. The whole ship-making technology
is up to the international standard and has been approved by noted inter-
national ship inspection organizations. Foreign technology and equipment
have helped update many industries in these cities and bring some close

to the world standard. Some enterprises have made improvement and renova-
tion on the imported technology and equipment and then transferred their
results to other parts of the country. [Text] [Beijing XINHUA in English
0637 GMT 14 Dec 86] /9604

ZHUHAI PLANS NEW HELIPORT--Beijing, 13 Dec (XINHUA)--The Zhuhai Special
Economic Zone in South China's Guangdong Province is planning to build a

new helicopter airport very soon, CHINA DAILY reported today. The new
heliport aims to provide a transport service for the development of oil

in the South China Sea, the paper said. The original heliport in Zhuhai,
which opened in December 1985, used to be the transfer post for CAAC's
helicopters serving oil companies in the region, but due to local conditions,
the airport has found it difficult to keep up with the growing service
demands, it said. The new heliport will be built in the southern coastal
area of the city, southeast of the original airport. To the south and

east of the new heliport is the Pearl River Delta, which is relatively
underdeveloped. Future construction in the region will be kept under

strict control to ensure the safety and efficiency of the heliport, according
to the paper. In addition, the paper said, a hovercraft service has been
opened between Jiuzhou wharf and Hong Kong and Shenzhen. [Text] [Beijing
XINHUA in English 0717 GMT 13 Dec 86] /9604
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DEVELOPMENT ZONES IN COASTAL CITIES--Beijing, December 11 (XINHUA)--China has
constructed 13 economic and technological development zones in 12 of the 14
coastal cities designated open to foreign investment, trade and technology

in 1984. The zones are located in Dalian, Qinhuangdao, Tianjin, Yantai,
Qingdai, Lianyungang, Nantong, Shanghai, Ningbo, Fuzhou, Guangzhou and Zhan-
jiang, and Shanghai has two such zones. The remaining two are Wenzhou and
Beihai whose economic and technological development zones are not yet under
construction. "The zones cover a total area of 14 square kilometers, where
infrastructural construction is just about complete in preparation for
potential investors," according to local officials. Up to now, firms from
many countries and regions have signed agreements on ‘more than 300 projects to

be built in the zones, including some that have already been completed. [Text]

[Beijing XINHUA in English 0238 GMT 11 Dec 86 OW] /6662
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DOMESTIC TRADE

INTERPROVINCIAL COOPERATION BENEFITS HEILONGJIANG INDUSTRY
Beijing RENMIN RIBAO in Chinese 30 Nov 86 p 2

[Article by Gu Wanming [7357 8001 2u494]: "Heilongjiang Open Itself to Other
Provinces"]

[Text] Conforming to the trend of the development of a commodity economy,
Heilongjiang has opened the provineial door of its own volition, let in a flow
of high-quality products from other provinces, imported new technology and new
processes, and raised the competitiveness of local products, at the same time
sending a flood of northern products to the south.

For many years Heilongjiang products could not compete in the domestic market,
prompting numerous enterprises to demand that the entry of non-Heilongjiang
products into the province be restricted. As a result, some enterprises
stayed backward and the quality of their products did not improve noticeably.
Their sales outside Heilongjiang shrank by the day.

Confronting realities, the departments concerned in Heilongjiang began to
realize they must eradicate the mentality of autarkic small-scale production,
break out of their isolation, and import advanced technology, this being the
only way to make local products more competitive. Over the past 2 years, the
province took the initiative to open its door and actively imported the
production technology and processes of advanced products outside the province.
The provincial government has made policies supportive of the effort to import
advanced products from outside. In light industry alone, the production
technology and processes of over 40 advanced domestic products, eg., bicycles,
watches, cigarettes, and food, have been introduced so far. In the past,
Harbin Bicycle Industrial Company, maker of the "Kongque" brand of bicycle,
had a large inventory on its hands because of the poor quality of its
products. Since last year, the company has been calling on three Shanghai
bicycle companies, imported the production technology and processes of the
Fenghuang brand of bicycle, and, using it as a model, 1looked for defects in
its own product. That way they identified 26 ways to improve it and the
result is a brand new Kongque bicycle. Today, not only has the flow of
southbound Heilongjiang products been increasing steadily, but some products
have also found their way into the international market. A host of advanced
machinery, textile products, food, and other goods have also begun to gain
prominence on the domestic market.
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FINANCE, BANKING

FIRST JOINT VENTURE BANK SHOWING PROFIT
O0W281439 Beijing XINHUA in English 1317 GMT 28 Nov 86

[Text] Xiamen, 28 Nov (XINHUA)--The Xiamen International Bank, China's first
joint venture bank with overseas partners, has earned 12 million Hong Kong
dollars (about U.S. $1.54 million) in net profits since its inauguration a
year ago.

Bank President Liu Shuxun said here today the bank in the Xiamen special
economic zone, Fujian Province, had doubled the value of its assets to omne
billion Hong Kong dollars by the end of October.

Foreign investors enjoy lower tax rates and other preferential terms in
Xiamen and three other such zones in neighboring Guangdong Province.

With a registered capital of 800 million Hong Kong dollars, the bank is
now being run by three financial agencies in Fujian and Xiamen, the Panin
Holdings Ltd of Hong Kong.

Liu said, "our bank has extended nearly 100 million Hong Kong dollars in
loans to export—oriented businesses in Xiamen, and taken in 6.5 million
Hong Kong dollars in savings deposits over the past year."

The bank has a subsidiary in Hong Kong and another in Macao. It has forged
business ties with 10 foreign banks including the Standard Chartered Bank of
Britain and the Bank of Nova Scotia in Canada.

Liu said that his bank will offer new services such as discount, leasing,
investment in hard currency, and issuance of loans and negotiable securities
for customers in the future.
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FINANCE, BANKING

BANK BEGINS NEW FOREIGN EXCHANGE SERVICE
HK010304 Beijing CHINA DAILY in English 1 Dec 86 p 1
[Article by staff reporter Guo Zhongshi]

[Text] The Bank of China has handled more than $1 billion worth of forward
foreign exchange transactions so far this year on behalf of its customers in
a new service aimed at hedging against their risks in the face of the
fluctuating exchange rate between hard currencies.

The l4-month~long fall of the U.S. dollar against the steady rise of the
Japanese yen and the Deutsche mark is leaving some Chinese enterprises and
companies in financial difficulties as they end up paying more dollars for
their contracts with foreign firms than were valued for at the time the
agreements were signed.

The bank, which has expanded its new service to cover all Chinese companies
and enterprises involved in foreign business dealings, is lending a hand to
"minimize their losses and guarantee their ability to pay foreign currency at
the maturity date of the contracts," said Chu Xinqiang, deputy manager of the
foreign exchange department of the bank.

In its new service, the bank buys the kind and amount of foreign currency
needed by the enterprises doing business with foreign firms at the prevailing
value when the contracts which are all defined in U.S. dollars are signed

and uses the proceeds to pay their foreign partners at the completion date.

Chu told CHINA DAILY in an interview that his department was responsible for
taking the exchange rate risk away from customers especially those unfamiliar
with foreign currency transactions.

With special efforts devoted to the study of currency trends and to keeping
a close watch on the world foreign currency market, "we have made some
achievements in reducing enterprises' losses due to the variations of strong
currencies," he said.

Chu cited the example of a glass factory in Tianjin City, which, in a contract

signed with a foreign firm at the beginning of last year, was required to pay
147.36 million Belgian francs at the end of the year.
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The factory contacted the Tianjin branch of the Bank of China which suggested
a forward exchange transaction after analyzing future prospects for the U.S.
dollars and bought Belgian francs for the factory at a value of $1 to 62
Belgian francs. The exchange rate was quoted at $1 to 49.9 Belgian francs
when the value date came. The factory would have had to pay $2.9 million
more if the bank had not helped.

However, he said, not all risks can be avoided at present owing to unskilled
management, poor communications and low efficiency.

The Beijing taxi companies, which bought 8,500 cars with loans from Japan,
had to pay some $100 million more because of dollar depreciation.

Therefore, the bank has decided to further expand its new service for forward
foreign exchange transactions and publicize the importance of the service
to all enterprises, companies and factories via all channels, he said.

The bank now receives a very small fee for the service and will cancel the
fee in the near future, he said, adding that it will also provide enterprises
with foreign currency market information and consultancy on exchange rate
predictions.
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FINANCE, BANKING

GONGREN RIBAO REPORTS DEBATE ON STOCK SYSTEM
OW271111 Beijing XINHUA in English 1057 GMT 27 Nov 86

[Text] Beijing, 27 Nov (XINHUA)--A worker in Shenyang, capital of Liaoning
Province, sees good returns from stock purchased from his local factory. He
bought shares worth 18,000 yuan (U.S. $4860), which now yields 3,060 yuan
(U.S. $830) annually as dividends at a rate of 17 percent.,

This has sparked a discussion among workers and economists, some of whom
define it as exploitation, but others argue that these dividends are just
like interest paid by the bank, today's WORKERS DATLY reported.

"The debate will continue," the paper said, "But the workers realize the
newly introduced stock system has helped break the previous single form of
distribution."

Shenyang is one of the cities designated to pioneer the practice of issuing
stocks. Most of Shenyang's enterprises still only issue shares to people on
their payroll, as a stock market is yet to be developed.

Those who don't approve of the stock system say, it is an obvious regressive
step in the distribution system because public ownership and the principle
"to each according to his contribution" are the dominant characteristics of
the socialist society as described by Marx.

Some say "the stock system was initiated in capitalist countries and is the
result of the development of the commercial economy."

Others say "it should not exclusively exist in capitalist countries, and it
can also play a positive role in helping to improve China's commercial
economy."

Chen Guoqing, in charge of the city's department of machinery, was quoted as
saying, 'the state should improve legislation to legally limit the amount of
shares held by individuals to guarantee the state and collectives holding a
bulk of the shares."

/9738
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FIRST SHAREHOLDER-OWNED ENTERPRISE IN WUHAN
OW131100 Beijing XINHUA in English 0832 GMT 13 Dec 86

[Text] Wuhan, December 13 (XINHUA)--Wuhan, now pioneering China's urban
economic reforms, along with other major cities, has set up its first share-
holder-owned company.

The Wuhan Electric Wire Company, with a registered capital of 12 million yuan
and 3,000 employees, was set up this week by a dozen factories in and out-
side Hubei Province.

The government controls half of the shares, each valued at 100 yuan, and the
rest are owned by participating factories, cooperative businesses and indivi-
dual buyers, a company spokesman said today.

The company has issued fi&e—year,shares worth a total of 410,000 yuan, and is
going to issue three-year shares totaling three million yuan, he added. The
shareholders share the company's profits and losses, the spokesman said.

What is remarkable is that in addition to year-end dividends, holders may draw
a ten percent interest. The interest and dividends combined will not exceed
15 percent of the value of the shares, the spokesman said.

The company also plans to issue preferential shares of 200,000 yuan to its
own staff members, and.the holders may draw dividents and interest not exceed-
ing 30 percent of the value of their shares, he said.

"By issuing shares, we have managed to pool funds scattered in society to up-
grade our company," he said.

The shareholding system, said the spokesman for the Wuhan Electric Wire Com—
pany, helps promote economic cooperation between companies and regions as
well.

The system is also being tried out in Shenyang, Chongging, Shanghai, Quangzhou
and other cities, according to earlier reports.
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FINANCE, BANKING

BRIEFS

FOREIGN EXCHANGE MARKETS--Beijing, 9 Nov (XINHUA)-~Chinese banking specialists
have suggested opening foreign exchange markets in China to help with a more
rational redistribution of such earnings. The suggestion was raised at a
seminar held recently in southwest China's Chengdu City. 1In reporting the
discussions, the ECONOMIC DAILY said more than a hundred scholars and
financiers gathered. They noted that as China opens to the outside world,
different localities have more and more dealings in foreign exchange, and
this points to the necessity and possibility for the opening of a foreign
exchange market. If this is not done, they said, a black market will be
inevitable. The establishment of the proposed market will be able to pool
the scattered foreign exchange earnings more at the disposal of local govern-
ments and enterprises and to use them in a still better way, they said.
[Text] [Beijing XINHUA in English 0848 GMT 9 Nov 86 OW] /9738

LARGE BOND SALE--Guangzhou, 27 Nov (XINHUA)--Guangdong International Trust
and Investment Corporation will issue bonds worth 30 million yuan (about
U.S. $800,000) in renminbi from tomorrow. The lowest denomination of the
three-year-term bonds is 100 yuan. The interest rates are 11 percent for
individual buyers and 8 percent for collective buyers. The corporation
will register the names of the buyess, and the numbers and value of their
bonds on a confidential basis. The buyers can report any losses and be com-
pensated before the deadline. Residents in Hong Kong, Macao and Taiwan and
overseas Chinese can also buy these bonds. [Text] [Beijing XINHUA in
English 1540 GMT 27 Nov 86 OW] /9738

NEW MORTGAGE SERVICE--Guangzhou, 27 Nov (XINHUA)--The Bank of China is
drawing up temporary measures for foreign currency mortgage service for
renminbi (Chinese internal currency) loans for the convenience of foreign-
funded enterprises. This was disclosed today at an on-going national credit
meeting held in Jiangmen, a city in Guangdong Province. The Bank of China
specializes in handling foreign-exchange transactions. The foreign currency
mortgage service for remnminbi loans will be provided to investors and enter-
prises with foreign investment who are in need of renmibi and do not want to
change foreign currency. These people and enterprises may borrow renminbi
from the Bank of China by mortgaging their foreign currency. They will
withdraw their foreign currency and interest after paying back the loans.

An official at the meeting told XINHUA that a number of branches of the Bank
of China have already opened such a service. [Text] [Beijing XINHUA in
English 1520 GMT 27 Nov 86 OW] /9738
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INTERBANK LOANS CONTINUE--Beijing, 3 Dec (XINHUA)--Branches of China's
tndustrial and Commercial Bank have conducted mutual borrowing and lending
transactions worth 16 billion yuan this year, alleviating a capital shortage
problem, said a leading bank official today. The country has set up 12
interregional monetary markets, 6 short-term money markets and some stock
and bond markets as of the end of October, according to Huang Yujun, vice~
president of the Industrial and Commercial Bank of China. In an article in
today's ECONOMIC DAILY, Huang said, "The attitude of the head office toward
such interbank loans among its branches is--support, guidance, participation
and organization." The vice president also wants branches of the interbank
network to establish links with other banks and faithfully live up to the
terms of all contracts. [Text] [Beijing XINHUA in English 0713 GMT 3 Dec
86 OW] /9738

MEETING ON SHAREHOLDER ENTERPRISES--Nanchang, 3 Dec (XINHUA)--China now has
7,000 shareholder-owned enterprises, involving share funds of more than 6
billion yuan (U.S. $1.6 billion). Most of the enterprises pay shareholders,
including the state, banks, enterprises and inddividuals, annual interest

and dividends at a rate of 15-20 percent, higher than that for bank deposits,
according to a recent meeting here. In these companies, the state holds the
majority of the shares. The companies have the decision-making power over
production, their strategy being decided by sessions of the stockholder
representatives and the board of directors. All 900 share companies in
Liaoning and Guangdong Provinces, which pioneered the shareholding system,
has improved their production and economic efficiency, the meeting was told.
[Text] [Beijing XINHUA in English 1649 GMT 3 Dec 86 OW] /9738

BANK TO ISSUE CREDIT CARD--Beijing, 29 Nov (XINHUA)--The Bank of China will
issue a "great wall" credit card in the Chinese currency, "renminbi", for
use nationwide, according to ECONOMIC INFORMATION. The card will first be
available in Beijing, Shanghai and Guangzhou in January next year, the paper
said, adding that the bank began issuing a '"great wall" credit card in.foreign
exchange in June last year. The renminbi card will be in two categories—-the
"o0ld card" for those with deposits in the bank exceeding 1,000 yuan, and
"ordinary card" for those with deposits of at least 300 yuan. Enterprises
which have opened accounts with the Bank of China can apply for the corporate
credit card. Seven international credit cards can now be used in 100 hotels,
restaurants and shops in Beijing, the paper said. [Text] [Beijing XINHUA

in English 0739 GMT 29 Nov 86 OW] /9738

BANK OF CHINA OFFICIAL CITED--Guangzhou, December .8 (XINHUA)--The Bank of
China will tailor itself to suit the financial developments of the country by
expanding its foreign currency business. As the principal bank specializing
in handling foreign currencies, the Bank of China is responsible for raising
money and providing loans in foreign currency to help promote. overseas trade.
Next year, a bank official told XINHUA, "We will be more active in handling
trading bills, cash and rent deposits. .We will also offer more medium- and
long-term loans to stimulate the exports of machinery and electric products.
"Also, we will continue to support enterprises with foreign investment and
the export of labor," he said. According to the official, more enterprises
will be encouraged to use the bank's loans, and experiments will be made in
the introduction of loans from foreign banks. [Text] [Beijing XINHUA in
English 1240 GMT 8 Dec 86 OW] & /6662




TREASURY BONDS--Beijing, December 15 (XINHUA)--China has issued treasury bonds
worth over 6 billion yuan (approximately 1.64 billion U.S. dollars) this year,
surpassing the annual target by 1.l.percent, the Ministry of Finance said '
today. The issuance of the bonds is to raise funds for energy, transportation,
and other major development projects. Individuals bought approximately two-
thirds of the total amount of bonds, with state-owned and collectively-owned
units buying the remaining one-third. [Text] [Beijing XINHUA in English 0654
GMT 15 Dec 86 OW] /6662

FORWARD EXCHANGE TRANSACTIONS EXPANDED--Beijing, December 13 (XINHUA)--The
Bank of China .(BOC), the state foreign exchange bank, has decided to expand
its forward exchange transactions on international markets. "More branches
and subbranches will start to receive the transactions, instead of seven this
year and two last year, for more clients," an official of the bank said, add-
ing that only the head office in Beijing has the right to deal with the inter-
national markets directly. BOC began forward exchange transactions in 1984,
By October of this year it had made 370 deals, involving a total of 1.7 bil-
lion U.S. dollars. The forward exchange deals, which are handled by the
buyers and sellers according to the forward exchange rates or international
markets, can help import and export companies avoid losses caused by fluctua-
tion in exchange rates. 1In order to help its clients to reduce costs, the
bank plans to reduce the previous rate of commission its asks from its clients
for forward transactions from 0.25 percent to 0.1 percent, the official said.
[Text] [Beijing XINHUA in English 0905 GMT 13 Dec 86 OW] ' /6662
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INDUSTRY

OIL INDUSTRY EXPECTS TO OVERFULFILL QUOTA
HK100756 Beijing CHINA DAILY in English 11 Dec 86 p 3

[Article by staff reporter]

[Text] The oil industry is expected to overfulfill its product quotas of
130 million tons of crude oil and 13 billion cubic meters of natural gas this
year despite a shortage of funds caused by declining sales following the
sharp slump in international oil prices since the beginning of the year.

By the end of November, Vice Minister Zhou Yongkang of the 0il Industry said
on Tuesday, oil fields around the country had produced more than 118 million
tons of crude oil and 11 billion cubic meters of natural gas, an increase of
4 percent and 3.7 percent raspectively over the same period of last year.

Zhou was speaking at a ceremony introducing CHINA OIL NEWS, a weekly pub-
lication that will be started on 7:January by the Ministry of 0il Industry
to provide information about state policies and strategies for oil explora-
tion and research, and to reflect the work and 1lift of the country's 1.3
million oil workers.

Daqing Oilfield, the largest in China, is expecting another production in-
crease in 1986 with no less than 55 million tons, the vice minister said.
But the largest increase will be in the country's second largest oilfield,
Shengli in Shandong Province, where the crude oil output will be well above
29.5 million tons. This would account for more than 40 percent of the
country's total increase this year.

Liaohe Oilfield in Liaoning Province this year is replacing North China 0il-
field in Hebei Province as the country's third largest oil producer. Its
output will reach 10 million toms.

But the oil industry is feeling the pinch in funds, Zhou said. With the
decline in exports and income, the state has reduced its allocations for
prospecting.




According to a report in a trial edition of CHINA OIL NEWS, a large portion
of development funds have to be raised by the industry itself, which now
practices a contract responsibility system that links production and the
funds that may be retained for its own use.

State-allotted funds for oil prospecting usually account for one-third of
the industry's total expenses.

The report predicts that the shortage of funds will remain for several years,

making it difficult to increase annual production of crude oil to 150 million
tons by 1990 as planned.
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INDUSTRY

XINHUA CITES PAPER ON NECESSITY TO UPGRADE EQUIPMENT
1LD122126 Beijing XINHUA in English 1528 GMT 12 Dec 86
["Factory Retooling, Pressing Task, Says Paper"--XINHUA headline]

[Text] Beijing, 12 Dec (XINHUA)--Immediate equipment upgrading and technical
renovation have become pressing tasks for China's old enterprises, the
ECONOMIC DAILY said today.

Some of China's 20-to-30-year-old enterprises are outdated in equipment and
technology, which have severely hampered the development of production,
according to the paper.

China now has 7,500 large and medium-sized enterprises, and 70 percent of
them were built during the 1950s and 1960s, a commentary in the paper said.

A story in the paper said accidents have occasionally happened in a 60-year-
old Shanghai wheat flour mill, which faces the danger of a halt in production
at any time, due to its outdated and worn-out equipment.

The flour mill, which has registered a continuous profit drop in the past few
years, can not even afford to stop production to have its equipment repaired
because this will cause great inconvenience to the city's residents and food
industries.

Ironically, a British company recently offered a high price for an old machine
made by the company, which has vanished in other parts of the world, to
display as a historic relic.

The paper cited the old industrial base of Harbin, capital of northeast
China's Heilongjiang Province, as another example of the urgency of up-
grading old machinery.
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INDUSTRY

BRIEFS

ENERGY CONSERVATION IN COAL USE--Beijing, 9 Dec (XINHUA)--Chinese industrial
enterprises saved energy amounting to 9.2 million tons of standard coal during
the first nine months of this year, according to the State Statistics Bureau.
Chinese enterprises consumed 350 million tons of standard coal in the first
three quarters of this year, a 3.7 percent increase over the 1985 figure,

as against a 6.4 percent increase of industrial output, the statistics showed.
For every 10,000 yuan of products, 5.36 tons of energy were used, 2.6 percent
less than last year. The energy-saving achievement was attributed to new
measures adopted by major consumers like iron and steel plants and by a

new coal-washing system which produces more dressed coal. Some places have
also set up power plants powered by coal slabs instead of good coal. [Text]
[Beijing XINHUA in English 1453 GMT 9 Dec 86 OW] /9738

LATHE INDUSTRY BANK LOANS--Beijing, 12 Dec (XINHUA)--Shanghai officials and
experts have studied the feasibility of using World Bank loans between 1987
and 1991 to upgrade its lathe-making industry, city officials said today.
But they declined to disclose the size of the loans the city hopes to acquire
from the World Bank. The State Council has approved their feasibility study
report which aims to enable the industry to produce precision, highly
efficient numerical controlled products. Most of the new products should
[be] up to international standards used at the turn of the 1980's, the
officials said. 6Shanghai--a major lathe producer of China--has seen most

of the products and equipment of its lathe-making factories become outdated,
which need revamping urgently. The report suggests that the foreign
currency needed for the project be obtained from World Bank loans and that
the rest of the investment be supplied by domestic banks or raised by the
enterprises. [Text] [Beijing XINHUA in English 0902 GMT 12 Dec 86 OW]
/9738
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SMALL~SCALE ENTERPRISES

GUANGMING RIBAO ON AIDING SMALL ENTERPRISES
0W221202 Beijing XINHUA in English 0744 GMT 22 Nov 86

[Text] Beijing, 22 Nov (XINHUA)--A front-page commentary in today's
GUANGMING DAILY encourages scientists and technicians to leave big factories
and help manage smaller factories to promote production there.

"More than 90 percent of China's enterprises are small in scale, but account
for nearly half the country's industrial output," according to the paper.

The commentary said, "there is an uneven distribution of technicians and
engineers in Chinese enterprises, and surveys show that factories under the
second light industry bureau of N