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Will Economic Curbs Hit Overseas Investment? 
by Yao Jjanguo 

C u r r e n t l y C h i n a i s s t r i v i n g t o s c a l e d o w n i t s 
o v e r h e a t e d e c o n o m y , i m p r o v e i t s e c o n o 
m i c e n v i r o n m e n t a n d r e c t i f y i t s e c o n o m i c 

o r d e r . C h i n e s e l e a d e r s h a v e r e i t e r a t e d : T h e s e e f 
f o r t s w i l l n o t a f f e c t C h i n a ' s o p e n p o l i c y . W h i l e 
C h i n a c u r t a i l s i t s e c o n o m i c g r o w t h , i t s d o o r s r e 
m a i n o p e n t o f o r e i g n i n v e s t m e n t . S i m u l t a n e o u s 
l y , i t w i l l s t r i c t l y u p h o l d a n d p r o t e c t c o n t r a c t s 
f o r f o r e i g n - f u n d e d p r o j e c t s , i n c l u d i n g t h o s e a l 
r e a d y i n o p e r a t i o n . 

I n t h e r a t i o n a l r e a d j u s t m e n t o f t h e i n v e s t m e n t 
s t r u c t u r e , p r i o r i t y a n d g u a r a n t e e s o f f u n d s , m a n 
p o w e r a n d m a t e r i a l s w i l l b e g i v e n t o p r o j e c t s 
f i l l i n g C h i n a ' s u r g e n t n e e d s . I n C h i n a , t h i s r e s 
t r u c t u r i n g o f f o r e i g n i n v e s t m e n t p o l i c y i s c a l l e d 
" l e a v i n g o n e s i d e o f t h e n e t o p e n . " 

U n d e r t h e p r i n c i p l e o f i m p r o v i n g t h e e c o n o m i c 
e n v i r o n m e n t , C h i n a w i l l a l s o r e s t r u c t u r e p r i o r i 
t i e s o n h o w f o r e i g n c a p i t a l i s u s e d . T h e r e a 
s o n s f o r t h i s a r e u n d e r s t a n d a b l e : I n t h e p a s t 
f e w y e a r s , o f f i c e b u i l d i n g s , h o t e l s a n d g u e s t h o u s 
es h a v e a t t r a c t e d l a r g e a m o u n t s o f f o r e i g n c a p i 
t a l . T h e r e a r e n o w m o r e t h a n e n o u g h o f t h e s e 
k i n d o f p r o j e c t s a n d n o f u r t h e r l a r g e - s c a l e c o n 
s t r u c t i o n i s n e e d e d . P r e s e n t e f f o r t s t o s c a l e d o w n 
c a p i t a l c o n s t r u c t i o n a r e t a r g e t e d o n r e d u c i n g i n 
v e s t m e n t i n t h i s f i e l d . 

I n t h e f u t u r e , f o r e i g n b u s i n e s s e s w i l l e n c o u n t e r 
d i f f i c u l t i e s i n s e c u r i n g p a r t n e r s a n d a p p r o v a l f o r 
i n v e s t m e n t i n h o t e l s , g u e s t h o u s e s a n d r e s i d e n t i a l 
o r o f f i c e b u i l d i n g s i n m a j o r t o u r i s t c i t i e s . I n 
a d d i t i o n , f o r e i g n i n v e s t m e n t w i l l g e n e r a l l y n o t b e 
a c c e p t e d f o r p r o j e c t s m a n u f a c t u r i n g g o o d s w i t h 
e x p o r t q u o t a s o r l i c e n c e c o n t r o l ( s u c h a s c l o t h i n g 
a n d t e x t i l e s ) , h o u s e h o l d e l e c t r i c a l a p p l i a n c e s a n d 
a u t o m o b i l e s t o b e s o l d o n t h e d o m e s t i c m a r k e t 
r e q u i r i n g l o n g - t e r m s u p p l i e s o f i m p o r t e d c o m 
p o n e n t s . 

W i l l t h i s m e a n f o r e i g n i n v e s t m e n t i n C h i n a 
w i l l b e c o m e m o r e d i f f i c u l t ? N o . A l t h o u g h C h i n a 
i s o v e r h a u l i n g i t s e c o n o m y , m a n y a r e a s s t i l l r e 
q u i r e f o r e i g n c a p i t a l . 

F i r s t , C h i n a ' s e f f o r t s t o c u r t a i l i n v e s t m e n t i n 
f i x e d a s s e t s a r e b e i n g c o m b i n e d w i t h a r a t i o n a l 
r e a d j u s t m e n t o f i t s i n d u s t r i a l s t r u c t u r e . I n s t e a d 
o f i n v e s t m e n t b e i n g c u r b e d , i t w i l l b e r e d i r e c t e d : 
P r u n e d s e v e r e l y i n s o m e s e c t o r s , a n d g u a r a n t e e d 
a n d i n c r e a s e d i n o t h e r s . A t p r e s e n t , t h e w e a k 
l i n k s i n C h i n a ' s e c o n o m y a r e e n e r g y , t r a n s p o r t 
a n d c o m m u n i c a t i o n s , a n d t e l e c o m m u n i c a t i o n s , 
a n d t h e i r o n a n d s t e e l , c h e m i c a l s , , m a c h i n e -
b u i l d i n g a n d e l e c t r o n i c i n d u s t r i e s d e p e n d e n t o n 

i m p o r t e d r a w m a t e r i a l s . F o r e i g n b u s i n e s s e s , 
t h e r e f o r e , a r e e n c o u r a g e d t o i n v e s t i n t h e s e a r e a s . 

S e c o n d , a t p r e s e n t , C h i n a p a r t i c u l a r l y w e l 
c o m e s o v e r s e a s b u s i n e s s m e n t o e s t a b l i s h m o r e 
e x c l u s i v e l y f o r e i g n - f u n d e d e n t e r p r i s e s , e s p e c i a l l y 
o n e s t h a t a r e e x p o r t - o r i e n t e d a n d t e c h n o l o g i c a l l y 
a d v a n c e d . I n r e c e n t y e a r s , t h a n k s t o t h e g r a d 
u a l i m p r o v e m e n t i n C h i n a ' s i n v e s t m e n t e n v i 
r o n m e n t , t h i s f o r m o f e n t e r p r i s e h a s m u l t i p l i e d i n 
C h i n a . I n 1 9 8 8 a l o n e , 4 1 0 w e r e s e t u p . 

T h i r d , m o s t o f C h i n a ' s 1 .2 m i l l i o n e n t e r p r i s e s 
a r e p o o r l y e q u i p p e d , g i v i n g f o r e i g n c o m p a n i e s 
a m p l e s c o p e t o f i n d a n i n v e s t m e n t t a r g e t s u i t e d 
t o t h e i r n e e d s . M o d e r n i z e d w i t h f o r e i g n f u n d s , 
t h e y c a n q u i c k l y y i e l d e c o n o m i c r e t u r n s . I n r e 
c e n t y e a r s , C h i n a h a s g i v e n i n v e s t m e n t p r i o r i t y t o 
t h e t e c h n o l o g i c a l t r a n s f o r m a t i o n o f l i g h t i n d u s 
t r y , m a c h i n e - b u i l d i n g , e l e c t r o n i c s a n d t h e d e v e l 
o p m e n t o f i n t e n s i v e p r o c e s s i n g a n d n e w p r o d u c t s . 

F o r i n v e s t m e n t i n t h e a b o v e t h r e e f i e l d s , f o r 
e i g n i n v e s t o r s d o n o t h a v e t o w o r r y a b o u t s u p p l e 
m e n t a r y f u n d s f r o m C h i n a . W a n g D e y a n , p r e s i 
d e n t o f t h e B a n k o f C h i n a , d e c l a r e d r e c e n t l y t h a t 
a l t h o u g h C h i n a i s s l o w i n g d o w n i t s e c o n o m y , 
l o a n s f o r f o r e i g n - i n v e s t e d e n t e r p r i s e s w i l l b e 
g u a r a n t e e d a n d m o r e f u n d s w i l l b e a v a i l a b l e t h a n 
i n 1 9 8 8 . L a s t y e a r , t h e b a n k l e n t U S $ 2 , 2 4 6 b i l 
l i o n i n f o r e i g n e x c h a n g e a n d 3 . 8 8 b i l l i o n y u a n t o 
f o r e i g n - f u n d e d e n t e r p r i s e s . 

W i t h f a v o u r a b l e g e o g r a p h i c a l c o n d i t i o n s , a m 
p l e l a b o u r p o w e r , s t r o n g e r e c o n o m i c f o u n d a t i o n s 
a n d i m p r o v i n g t r a n s p o r t a n d c o m m u n i c a t i o n s , 
C h i n a ' s c o a s t a l a r e a s a r e w e l l s u i t e d t o t h e d e v e l 
o p m e n t o f c o m p e n s a t o r y t r a d e a n d p r o c e s s i n g 
i m p o r t e d m a t e r i a l s t o s u p p l i e d d e s i g n s . T h e s e 
f o r m s o f e c o n o m i c c o - o p e r a t i o n , w h i c h c o m b i n e 
o v e r s e a s i n p u t s a n d m a r k e t s w i t h c o m p a r a t i v e l y 
c h e a p C h i n e s e l a b o u r , c a n y i e l d r e a s o n a b l y l a r g e 
e c o n o m i c r e t u r n s o v e r a s h o r t p e r i o d o f t i m e . 
T h e y a r e a n i d e a l a r e a f o r f o r e i g n i n v e s t m e n t . 

O v e r a l l , C h i n a ' s c u r r e n t p o l i c y o f c u r b i n g i t s 
e c o n o m i c g r o w t h r a t e w i l l n o t d e t r i m e n t a l l y a f 
f e c t f o r e i g n i n v e s t m e n t . T h e g o v e r n m e n t ' s r e a d 
j u s t m e n t s a r e a i m e d a t r e d i r e c t i n g f u n d s f r o m 
o n e s e t o f c h a n n e l s t o a n o t h e r , a n d t h e c o u n t r y ' s 
d o o r s r e m a i n w i d e o p e n t o t h e w o r l d . A s a n i n s t 
a n c e o f t h i s , i n t h e f i r s t h a l f o f t h i s y e a r , t h e 
S t a t e P l a n n i n g C o m m i s s i o n a n d v a r i o u s p r o v 
i n c e s , m u n i c i p a l i t i e s a n d a u t o n o m o u s r e g i o n s 
w i l l p u b l i c i z e a s e r i e s o f p r o j e c t s r e q u i r i n g f o r 
e i g n b a c k i n g t o h e l p o v e r s e a s c o m p a n i e s s e l e c t 
s u i t a b l e a r e a s f o r i n v e s t m e n t i n C h i n a . • 
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E V E N T S / T R E N D S 

The Bushes mingle with the Chinese people in front of Tiananmen (the Gate of Heavenly 
Peace), Beijing. QITIEYAN 

Bush Visits China & Friends 

I n February , 17 years ago, 
P res iden t R i c h a r d N i x o n 
completed his his tor ic t r ip 

to China, which finally led to 
the normal iza t ion of re la t ions 
between China and the Uni t 
ed States. Now, newly elected 
Pres ident George Bush has 
wrapped up a 39-hour working 
visit to Beijing, which was des

cr ibed by Chinese leader Deng 
Xiaop ing as being a j o u r n e y of 
grea ter impor t ance than an of
ficial one. 

Di f ferent feelings the two 
had. C h i n a was a s t range and 
myst ica l land to Nixon before 
his visi t . For Bush, however , 
the fami l i a r c i ty of Beij ing 
seems to be his second home . 

He has m a n y old 
fr iends here whom 
he knew when he 
was the head of the 
US Liaison Office in 
1974-75, as well as 
those he met dur ing 
the p rev ious four 
t r ips . It appears tha t 
it was his nostalgia 
tha t drove him back 
to the city. 

Unl ike his prede
cessors , who had 
only a few o rd ina ry 
Ch inese f r i ends , 
Bush has many in 
Beij ing. These in
c lude those he met 
at the Chongwen-
men C h r i s t i a n 
Church , a small and 
s imple s a n c t u a r y 
where the Bushes of
ten went to worship 
many years ago and 
where thei r daugh
ter was bap t i zed . 
The p re s iden t ar
rived in late after
noon on F e b r u a r y 
25. The next morn
ing he and his wife 
jo ined some 600 Bei
j ing people in at
t end ing a morn ing 
p r a y e r m e e t i n g at 
the church . Perhaps , 
in th is m a n n e r , 
Bush showed how he 
differs from his pre
decessors . I t may 
also be t rea ted as a 
sign of a good bila
teral re la t ionship , a 
re la t ionsh ip that is 
now not only on the 

level of leader- to- leader but 
also on tha t of leader-to-people 
and people-to-people. 

The deve lopment of Sino-
A m e r i c a n re la t ions has been 
s table , though there have been 
some problems. "We hope that 
b i la tera l re la t ions will devel
op fur ther dur ing your te rm," 
Deng told Bush two hours af-

BEIJING REVIEW, MARCH 6-12, 1989 5 



ter the p res iden t left t he 
church. The Amer i can leader 
said he agreed wi th Deng ' s 
comments on the re la t ionsh ip . 

Deng d idn ' t e labora te on the 
problems, but it is general ly 
believed that the major stick
ler is the Taiwan issue. Pre
mier Li Peng said, when hold
ing official talks wi th Bush, 
that the Chinese have paid spe
cial a t tent ion to the Ta iwan is
sue. There are a few Amer i 
cans who have t r ied to affect 
China 's policy on var ious is
sues and interfere with China ' s 
in ternal affairs. If such prac
tices come from A m e r i c a n of
ficials, the existing good re
lations will be shadowed, the 
premier said. 

Bush said that the Un i t ed 
States will f i rmly ca r ry out the 
"one C h i n a " policy and that it 
will cont inue to comply wi th 
the principles of the " th r ee 
c o m m u n i q u e s . " The U n i t e d 
States declared this policy to 
show its objection to the act iv
ities of separatists wi th in the 
Taiwan Island. 

The " th r ee c o m m u n i q u e s " 
a re : the S h a n g h a i C o m m u 
nique, F e b r u a r y 27, 1972; 
communique on the establ ish-

T
he Chinese people, as well 
as o ther peoples in Asia 
and o the r pa r t s of the 

world, feel deeply ag i t a t ed 
about the recent con t rove r 
sial remarks by the Japanese 
Prime Minis ter N o b o r u Tak-
eshita and the Di rec to r of the 
Japanese Legis la t ive Bureau 
on the aggressive n a t u r e of the 
Japanese invasion of China in 
par t icular , and Wor ld War I I 
in general . 

At the Feb rua ry 14 session 
of the Japanese Diet( Par l ia

ment of d ip lomat i c re la t ions , 
December 15, 1978; and the 
c o m m u n i q u e of A u g u s t 17, 
1982. The day Bush conc luded 
his shor t visit ma rked the 17th 
ann ive r sa ry of the Shangha i 
C o m m u n i q u e , wh ich con
ta ined the s ignif icant s ta te 
m e n t : The Un i t ed States ack
nowledges tha t all Chinese on 
e i t h e r s ide of the T a i w a n 
St ra i t s m a i n t a i n the re is bu t 
one Ch ina and tha t Ta iwan is 
a par t of Ch ina . 

In r e g a r d to the Soviet 
U n i o n , Deng said China hoped 
tha t Sino-Soviet no rma l i za t ion 
can be real ized and tha t Gor
b a c h e v ' s r e fo rm would suc
ceed. Also, he added , Ch ina 
hoped that the Un i t ed States 
and the Soviet Un ion will im
prove their re la t ions . 

Bush said the Un i t ed States 
welcomes Gorbachev ' s for th
coming visit to China and the 
i m p r o v e m e n t of Sino-Sovie t 
re la t ions which, he said, will 
be benef ic ia l to peace and 
s tabi l i ty . 

W h e n mee t ing wi th Bush, 
Z h a o Z iyang , genera l secre
ta ry of the C o m m u n i s t Pa r ty 
of Ch ina , said China will not 
expor t its own sys tem and 

m e n t ) , the d i rec tor said that 
whe the r from the perspect ive 
of Japanese law or tha t of in
t e rna t iona l law, the late Ja
panese E m p e r o r H i roh i to bore 
no re spons ib i l i ty for Wor ld 
War I I . On the same day, the 
pr ime minis te r said tha t the 
n a t u r e of the war, aggressive 
or non-aggress ive, is a ma t t e r 
for fu tu re h is tor ians to j udge . 
The p r ime min is te r repea ted 
the same r e m a r k in the Diet on 
F e b r u a r y 18. 

Ch inese Fo re ign M i n i s t r y 

won ' t copy o the r c o u n t r i e s ' 
systems ei ther . 

Z h a o said the re are two 
t rends of thought in China , 
bo th of which are going to ex
tremes and reinforcing each 
o ther . T h e r e are those who 
th ink the reform has devel
oped on a wrong t rack and 
should be reversed. There are 
o thers who regard the difficul
ties as pol i t ical in n a t u r e and 
urge solut ions based on West
e rn models . 

The f i rs t g r o u p wil l get 
no suppor t f rom the people , 
whereas the o ther g roup com
pletely ignores the pa r t i cu la r 
c i rcumstances in Ch ina and 
their ideas are therefore not 
feasible. If the la t ter view pre
vailed, the reform would en
counte r obstacles that would 
cause setbacks and have ser
ious consequences , Z h a o 
pointed out . 

Z h a o said suppor t given by 
cer ta in figures in the U n i t e d 
States to people showing re
sen tment against the Chinese 
gove rnmen t is both de t r imen
tal to the s tabi l i ty of China'§ 
poli t ical s i tua t ion and h a r m f u l 
to Sino-US fr iendship. 

by Li Haibo 

spokesman Li Zhaoxing said 
on F e b r u a r y 16 tha t the tre
m e n d o u s suffer ings and the 
responsibi l i ty for World W a r 
I I "are his tor ical facts tha t 
cannot be changed by anyone . " 

Liu Dan ian , a Chinese legis
la tor and noted h is tor ian , cri
t ic ized the leaders of the 
Japanese gove rnmen t whi le 
speaking at the ongoing sixth 
meet ing of the Standing Com
mit tee of the Seventh Na t iona l 
People ' s Congress on Fe
b r u a r y 20. 

Liu said that to the Chinese 
people it is not a p r o b l e m 
whe the r the late Japanese em
peror bore responsibi l i ty for 

Historical Facts Are Undeniable 
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E V E N T S / T R E N D S 

Japan Gets War-Responsibility-Phobia' 

I n i t s " N o t e s F r o m t h e E d - | 
i t o r s , " p u b l i s h e d o n F e 
b r u a r y 2 8 i n i s s u e N o . 9 , t h e 

Beijing Review, J a p a n e s e e d i 
t i o n , p o i n t e d o u t t h a t w i t h i n 
r u l i n g J a p a n e s e c i r c l e s t h e r e 
h a s b e e n a c h r o n i c , p o l i t i c a l 
d i s e a s e o f a n e p i d e m i c n a t u r e 
— " w a r - r e s p o n s i b i l i t y -
p h o b i a . " 

T h i s d i s e a s e h a s b e e n d i a g 
n o s e d b y e v i d e n c e o f f r e q u e n t 
a n d i n t e r m i t t e n t i r r e s p o n s i b l e 
s p e e c h e s t h a t h a v e b e e n m a d e 
i n J a p a n e s e p o l i t i c a l c i r c l e s i n 
r e g a r d t o J a p a n ' s a g g r e s s i v e 
w a r a g a i n s t C h i n a a n d o t h e r 
c o u n t r i e s . T h e s e c o m m e n t s 
h a v e o b s c u r e d t h e n a t u r e o f 
t h e w a r a n d a b s o l v e d t h e f o r m 
e r a g g r e s s o r s , t h u s c a u s i n g 
c o n c e r n a m o n g m a n y p e o p l e . 

I n 1 9 8 6 , f o r e x a m p l e , M a s a -
y u k i F u j i o , t h e n J a p a n ' s e d u 
c a t i o n m i n i s t e r , m a d e s e v e r a l 
s t a t e m e n t s e x c u s i n g J a p a n f o r 
i t s a n n e x a t i o n o f K o r e a i n 
1 9 1 0 a n d i t s s l a u g h t e r o f 
C h i n e s e p e o p l e . 

L a s t y e a r , p e o p l e h e a r d S e i -
s u k e O k u n o , h e a d o f J a p a n ' s 
N a t i o n a l L a n d A g e n c y , t r y i n g 
t o r e v e r s e h i s t o r y ' s v e r d i c t o n 

I W o r l d W a r I I b y c l a i m i n g t h a t 
J a p a n w a s n o t a n a g g r e s s o r i n 
t h e w a r . 

N o w i n . m i d - F e b r u a r y , t h e 
J a p a n e s e P r i m e M i n i s t e r T a k -
e s h i t a h i m s e l f c l a i m e d , o n t w o 
o c a s s i o n s , t h a t t h e n a t u r e o f 
t h e w a r — w h e t h e r a g g r e s s i v e 
o r n o n - a g g r e s s i v e — i s a m a t t e r 
f o r f u t u r e h i s t o r i a n s t o j u d g e . 
H e a l s o s a i d t h a t i t w a s d i f 
f i c u l t t o d e f i n e a n a g g r e s s i v e 
w a r a c a d e m i c a l l y . T h e r e 
m a r k s w e r e " n o t h i n g b u t a e u 
p h e m i s t i c e x p r e s s i o n d e n y i n g 
t h e f a c t t h a t t h e w a r w a s a g 
g r e s s i v e , " s a i d t h e m a g a z i n e . 

A l l t h e s e w o r d s w e r e n o t u t 
t e r e d f r o m t h e s a m e m o u t h , s o 
i t i s a n " e p i d e m i c d i s e a s e . " 
" I t b e c o m e s v e r y h a r m f u l a n d 
d a n g e r o u s w h e n w e f i n d i t 
w i t h i n t h e r u l i n g p a r t y , " t h e 
s i g n e d a r t i c l e s a i d . 

T h e a r t i c l e p o i n t e d o u t t h a t 
i t w a s a h i s t o r i c a l f a c t t h a t 
J a p a n i n v a d e d o t h e r c o u n t r i e s 
d u r i n g W o r l d W a r I I a n d t h a t 
i t w a s t o t a l l y w r o n g t o t r e a t i t 
as a n u n s e t t l e d a c a d e m i c i s s u e . 

T h e n o t e s f u r t h e r p o i n t e d 
o u t t h a t t h e s e m i s t a k e n r e 
m a r k s h a v e s e v e r e l y w o u n d e d 

t h e f e e l i n g s o f t h e p e o p l e i n 
C h i n a a n d o t h e r A s i a n c o u n 
t r i e s . A l s o , J a p a n ' s i m a g e o f 
a p e a c e - l o v i n g n a t i o n w a s t a r 
n i s h e d b y t h o s e s p e e c h e s a n d 
i t s d e s i r e t o b e c o m e a m a j o r 
p o l i t i c a l p o w e r m a y p o s s i b l y 
c o m e t o n a u g h t . 

" I f t h e s t a t e s m e n o f a c o u n 
t r y l a c k t h e c o u r a g e t o f a c e 
h i s t o r y a n d a c c e p t i t s r e a l i t y , 
a n d c a n n o t o b t a i n t r u s t f r o m 
t h e i n t e r n a t i o n a l c o m m u n i t y , 
t h e c o u n t r y c a n h a r d l y p l a y a 
m a j o r r o l e i n w o r l d p o l i t i c s . I n 
m a n y E u r o p e a n c o u n t r i e s , t h e 
g o v e r n m e n t s h a v e b e e n s p a r 
i n g n o e f f o r t s t o p u r s u e a n d 
c a p t u r e e v e r y e s c a p e d f o r m e r 
f a s c i s t , a n d a n y i d e o l o g y a n d 
a c t i v i t i e s o f n e o - N a z i s m a r e 
w i d e l y a n d s t r o n g l y o p p o s e d . 
H o w e v e r , t h i s h a s n o t b e e n t h e 
c a s e i n J a p a n . O n t h e w a r i s 
s u e , m a n y J a p a n e s e p o l i t i c i a n s 
h a v e b e e n f o u n d t o b e b a s h f u l , 
t r y i n g t o c o v e r u p t h e m i s t a k e s 
a n d c r i m e s o f p a s t r u l e r s . " s a i d 
t h e n o t e s . 

T h e a r t i c l e c o n c l u d e d t h a t 
J a p a n ' s p o l i t i c a l d i s e a s e c a n 
n o t b e c u r e d o v e r n i g h t . " W e 
h a v e t o w a i t a n d s e e . " • 

t h e w a r o r n o t . 
" I f t h e y i n s i s t t h a t t h e l a t e 

e m p e r o r d i d n ' t b e a r t h e r e s 
p o n s i b i l i t y , i t w i l l o n l y b e a 
g r o s s d e c e p t i o n w h i c h n o b o d y 
w i l l b e l i e v e , " h e s a i d . 

H e w e n t o n t o s a y t h a t d o c u 
m e n t s o n a l l t h e m e e t i n g s h e l d 
i n t h e p r e s e n c e o f t h e e m p e r o r 
d u r i n g t h e w a r o f a g g r e s s i o n 
a g a i n s t C h i n a a n d t h e r e c o r d s 
o f t h o s e p r e s e n t a r e s t i l l a v a i l 
a b l e . 

" T h e f a c t t h a t s u c h m e e t i n g s i 

w o u l d b e c a l l e d f o r t o m a k e 
d e c i s i o n s a t e v e r y c r i t i c a l m o 
m e n t a l o n e c o u l d f u l l y s h o w 
w h e t h e r t h e e m p e r o r b o r e o r 
d i d n o t b e a r a n y r e s p o n s i b i l i t y 
f o r t h e w a r , " h e a d d e d . 

A s f o r P r i m e M i n i s t e r T a k -
e s h i t a ' s r e m a r k s o n t h e n a t u r e 
o f t h e w a r , L i u s a i d h e w o n 
d e r e d i f t h e r e i s a n y s p e c i a l s e t 
b o u n d a r y l i n e f o r t h e " f u t u r e " 
o r i f t h e t e r m h a s a n y p a r t i c u 
l a r m e a n i n g , 

i H e s a i d m o s t J a p a n e s e s c h o 

l a r s a n d h i s t o r i a n s a l l o v e r t h e 
w o r l d h a v e l o n g a g o r e a c h e d a 
u n a n i m o u s a g r e e m e n t o n t h e 
a g g r e s s i v e n a t u r e o f t h a t w a r . 

Y a s u h i r o N a k a s o n e , t h e 
f o r m e r J a p a n e s e p r i m e m i n i s 
t e r , t o o , h a s a l s o o f f i c i a l l y 
c l a i m e d t h e w a r w a s a n i n v a 
s i o n , L i u s a i d . 

O n F e b r u a r y 2 2 , a C h i n e s e 
F o r e i g n M i n i s t r y s p o k e s m a n 
s a i d t h a t C h i n a w i l l n o t a l 
l o w a n y b o d y t o d e n y o r d i s 
t o r t " t h a t u n f o r t u n a t e p e r i o d 
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Toy Fad Fuels 
China's Market 

i n h i s t o r y " w h e n t h e J a p a n e s e 
m i l i t a r i s t s l a u n c h e d a w a r o f 
a g g r e s s i o n , b r i n g i n g i m m e n s e 
s u f f e r i n g t o t h e p e o p l e o f 
C h i n a a n d o t h e r p a r t s o f A s i a . 

H e s a i d t h a t a n y r e m a r k s o r 
a c t s a i m e d a t o b s c u r i n g t h e n a 
t u r e o f o r s h i r k i n g r e s p o n s i b i l 
i t y f o r t h e w a r c o n t r a d i c t t h e 
p r i n c i p l e s a n d s p i r i t o f t h e 
S i n o - J a p a n e s e J o i n t S t a t e m e n t 
a n d C h i n a - J a p a n P e a c e a n d 
F r i e n d s h i p T r e a t y . 

O n b e h a l f o f J a p a n e s e P r i m e 
M i n i s t e r N o b o r u T a k e s h i t a 
a n d F o r e i g n M i n i s t e r U n o , J a 
p a n e s e A m b a s s a d o r t o C h i n a 
T o s h i j i r o N a k a j i m a o n F e 
b r u a r y 2 2 g a v e a n e x p l a n a t i o n 
o f T a k e s h i t a ' s r e c e n t r e m a r k s . 

T h e a m b a s s a d o r t o l d 
C h i n e s e V i c e F o r e i g n M i n i s t e r 
L i u S h u q i n g t h a t T a k e s h i t a r e 
g r e t t e d n o t h a v i n g e x p r e s s e d 
h i m s e l f a c c u r a t e l y a t a r e c e n t 
s e s s i o n o f t h e D i e t . 

A c c o r d i n g t o t h e a m b a s s a 
d o r , t h e p r i m e m i n i s t e r s a i d 
t h a t J a p a n h a d g r e a t l y h u r t 
p e o p l e o f n e i g h b o u r i n g c o u n 
t r i e s t h r o u g h t h e w a r . 

" I t i s a f a c t t h a t t h e w a r h a s 
b e e n r e g a r d e d as a n i n v a s i o n 
a n d h a s b e e n s e v e r e l y c r i t i 
c i z e d , " t h e p r i m e m i n i s t e r w a s 
q u o t e d as s a y i n g . 

T h e p r i m e m i n i s t e r w a s a l s o 
q u o t e d as s a y i n g t h a t t h e u n 
d e r s t a n d i n g o f t h e J a p a n e s e 
g o v e r n m e n t as r e g a r d s t h e w a r 
h a d b e e n e x p r e s s e d i n t h e 
J a p a n - C h i n a J o i n t S t a t e m e n t 
i s s u e d i n 1 9 7 2 , a n d i t h a s r e 
m a i n e d u n c h a n g e d . T h e f a c t 
t h a t t h e w a r w a s a n a c t o f a g 
g r e s s i o n a g a i n s t C h i n a i s u n 
d e n i a b l e , h e s a i d . 

T h e p r i m e m i n i s t e r s a i d 
t h a t , as a p e a c e f u l c o u n t r y , 
J a p a n w i l l m a k e s u r e s u c h a 
t h i n g n e v e r o c c u r s a g a i n a n d 
w i l l m a k e i t s c o n t r i b u t i o n s t o 
w o r l d p e a c e a n d s t a b i l i t y , t h e 
a m b a s s a d o r s a i d . . • 

n e a r l y m o r n i n g o n 
N e w Y e a r ' s D a y , a 
s t r e a m o f p e o p l e w i t h 

t h e i r c h i l d r e n w e r e w a i t i n g 
o u t s i d e t h e T o y a n d R e c r e a 
t i o n a l A r t i c l e s S h o p o f B e i 
j i n g ' s W a n g f u j i n g D e p a r t m e n t 
S t o r e . W h e n t h e s h o p o p e n e d 
a t 8 : 3 0 , t h e r u s h w a s o n . W i t h 
i n o n e h o u r , t h e 1 , 0 0 0 T r a n s 
f o r m e r A u t o b o t s , 4 6 t o 1 0 5 
y u a n e a c h , w e r e s o l d o u t . 
T h o s e w h o f a i l e d t o b u y a t o y 
h a d t o p a t i e n t l y c o a x t h e i r 
c h i l d r e n t o g o h o m e . 

F i r s t i n t r o d u c e d i n s o u t h 
C h i n a , t h e T r a n s f o r m e r A u t o -
b o t s w e p t i n t o B e i j i n g t o y m a r 
k e t s a t t h e b e g i n n i n g o f t h i s 
y e a r a n d h a s s i n c e b e c o m e 
s o m e w h a t o f a h o t i t e m . T h i s 
W e s t e r n t o y h a s b o o s t e d t h e 
c o u n t r y ' s g r o w i n g t o y s a l e s 
a n d d r a w n a t t e n t i o n t o t h e 
q u a l i t y o f C h i n a ' s o w n d o m e s 
t i c t o y s . 

T r a n s f o r m e r A u t o b o t s a r e 
f l e x i b l e t o y s , s p a c e m e n t h a t 
c a n b e f o l d e d i n t o v a r i o u s 
s h a p e s . T h e s e s p i n - o f f s f r o m 
s o m e f a n t a s t i c m o d e r n f a i r y 
t a l e s a r e m a d e b y H a s b r o I n c . , 
a t o y i n d u s t r y g i a n t i n t h e U n 
i t e d S t a t e s . 

T h e t o y i s m o v i n g b r i s k l y 
o n t h e C h i n e s e m a r k e t . W i t h 
i n l e s s t h a n t w o m o n t h s , t h e 
v o l u m e o f s a l e s h a s t o p p e d 1 0 
m i l l i o n y u a n , s e t t i n g a r e c o r d 
i n t o y s a l e s f o r t h e c o u n t r y . 

A c c o r d i n g t o W a n g X i u m i n , 
m a n a g e r o f t h e T o y a n d R e 
c r e a t i o n a l A r t i c l e s S h o p , o n 
N e w Y e a r ' s D a y , t h e s h o p ' s 
f i r s t d a y o f b u s i n e s s , m o r e 
t h a n 3 0 0 k i n d s o f t o y s , w o r t h 
a t o t a l o f 1 3 3 , 0 0 0 y u a n , w e r e 
s o l d o u t . O f t h e m , 6 0 , 0 0 0 y u a n 
c a m e f r o m T r a n s f o r m e r A u t o 
b o t s . I n J a n u a r y , s h e a d d e d , 
t h e s a l e s v o l u m e o f h e r s h o p 
w a s 8 0 , 0 0 0 y u a n p e r d a y , o f 

w h i c h m o r e t h a n 2 0 , 0 0 0 y u a n 
w e r e e a r n e d f r o m s e l l i n g 
T r a n s f o r m e r A u t o b o t s . B u t , 
s h e s a i d , " I d o n ' t t h i n k t h e f a d 
w i l l l a s t l o n g . I t i s j u s t a f a 
s h i o n a b l e t o y a f t e r a l l , a n d 
s i m p l y f o r p l a y i n g . " T h e s h o p 
w o u l d n o t b u y a n y m o r e o f 
t h e s e t o y s , s h e a d d e d . 

W h e n t h e T r a n s f o r m e r A u -
t o b o t f i r s t a p p e a r e d o n t h e 
C h i n e s e m a r k e t , p e o p l e p a i d 
l i t t l e a t t e n t i o n t o t h o s e e x p e n 
s i v e , q u e e r - l o o k i n g f i g u r e s . 
B u t s i n c e a c a r t o o n f i l m a b o u t 
t h e s e c h a r a c t e r s , s u p p l i e d b y 
t h e A m e r i c a n c o m p a n y f r e e o f 
c h a r g e t o t e l e v i s i o n s t a t i o n s o f 
s o m e b i g c i t i e s i n C h i n a , 
w a s s h o w n , t h e s i t u a t i o n h a s 
c h a n g e d d r a m a t i c a l l y . 

C h i l d r e n , b o t h b o y s a n d 
g i r l s , m i d d l e s c h o o l s t u d e n t s 
a n d k i n d e r g a r t e n e r s , w e r e a l l 
f a s c i n a t e d b y t h e f i l m a n d r o 
b o t s i n i t , w h o h a v e l i m i t l e s s 
s u p e r n a t u r a l p o w e r . 

B u t r e c e n t l y , 2 0 C h i n e s e l e g 
i s l a t o r s o f t h e N a t i o n a l P e o 
p l e ' s C o n g r e s s S t a n d i n g C o m 
m i t t e e h a v e l o d g e d a n o b j e c 
t i o n a g a i n s t t h e c a r t o o n f i l m -
T h e y s a i d t h e c a r t o o n d e p i c t s 
b e l l i c o s e c h a r a c t e r s a n d w i l l 
p o i s o n t h e m i n d s o f y o u n g 
c h i l d r e n . 

M o r e o v e r , t h e c a r t o o n h a s 
a l s o c r e a t e d a h u g e d e m a n d 
f o r i m p o r t e d T r a n s f o r m e r t o y s 
w h i c h a r e e x c e s s i v e l y e x p e n 
s i v e , t h e y s a i d . T h e y c a l l e d o n 
t h e t e l e v i s i o n s t a t i o n s t o s t o p 
s h o w i n g t h e c a r t o o n i m m e 
d i a t e l y a n d o n p u b l i s h i n g 
h o u s e s t o c e a s e p u b l i s h i n g t h e 
p i c t u r e b o o k s . 

I n t h e p a s t c o u p l e o f y e a r s , 
C h i n a ' s t o y i n d u s t r y a l s o i n 
c r e a s e d r a p i d l y . T h e i n d u s t r y 
e a r n e d U S $ 3 3 0 m i l l i o n f r o m 
e x p o r t s l a s t y e a r , a n i n c r e a s e s 
o f 1 3 . 8 p e r c e n t o v e r t h e p r e 
v i o u s y e a r . 

T h e b o o m i n C h i n a ' s t o y i n 
d u s t r y i s a n i n d i r e c t r e s u l t o f 
t h e c o u n t r y ' s f a m i l y p l a n n i n g 
p o l i c y , w h i c h ' | h a s p r o d u c e d 
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Weekly Chronicle 
(February 19-25) 

m o r e a n d m o r e o n e - c h i l d f a m 
i l i e s . M a n y p a r e n t s t a k e c h i l d 
r e n as t h e m a j o r s o u r c e o f 
t h e i r o w n h a p p i n e s s . T h e r e 
f o r e , y o u n g p a r e n t s w h o a r e 
n o w b e t t e r p a i d t h a n t h e i r o w n 
p a r e n t s , o f t e n l o o k f o r a f f o r d 
a b l e t o y s t o p l e a s e t h e i r c h i l d 
r e n . 

A s u r v e y o f 3 0 0 B e i j i n g 
f a m i l i e s c o n d u c t e d l a s t y e a r 
s h o w e d t h a t a n a v e r a g e o f 3 2 
y u a n p e r h o u s e h o l d i s s p e n t 
o n t o y s a n n u a l l y w h i l e s o m e 
s p e n d m o r e t h a n 1 0 0 y u a n , 
e q u a l t o a w h o l e m o n t h ' s s a l a 
r y o f a n o r d i n a r y w o r k e r . 

" F r o m m y e x p e r i e n c e w i t h 
t o y s a l e s , " s a i d m a n a g e r 
W a n g , " I see t h a t t h e p r i c e o f 
a t o y i s n o t a m a j o r p r o b l e m 
f o r y o u n g p a r e n t s t o d a y . T h e 
p r o b l e m i s t h a t t o y s a r e i n 
s h o r t s u p p l y . " 

O n t h e o t h e r h a n d , W a n g 
s a i d , " T o y s m a d e i n o u r c o u n 
t r y h a v e l a g g e d b e h i n d , c o m 
p a r e d w i t h s o m e t o y s m a d e b y 
f o r e i g n c o u n t r i e s . " T h e a s s o r t 
m e n t o f t o y s i s d e f i c i e n t a n d 
s t e r e o t y p e d , s h e s a i d . P a r e n t s 
h a v e o f t e n c o m p l a i n e d a b o u t 
t h e l i t t l e r o o m f o r t o y s e l e c 
t i o n a n d t h a t t o y s g o o d f o r 
d e v e l o p i n g c h i l d r e n ' s i n t e l l i g 
e n c e a r e e v e n r a r e r . 

I n o r d e r t o c h a n g e t h e s i t u a 
t i o n , C h i n a e s t a b l i s h e d a t o y 
a s s o c i a t i o n i n 1 9 8 6 , t o w h i c h 
a r e a t t a c h e d m o r e t h a n 7 0 0 t o y 
e n t e r p r i s e s . S o f a r , t h e c o u n t r y 
h a s i n v e s t e d m o r e t h a n 4 0 m i l 
l i o n y u a n i n t h e t o y i n d u s t r y 
a n d U S $ 2 m i l l i o n f o r i m p o r t 
i n g r a w m a t e r i a l s . 

I n a d d i t i o n , t o y l i b r a r i e s 
h a v e b e e n f o u n d e d i n S h a n g 
h a i a n d B e i j i n g , a n d a n a t i o n a l 
n e w t o y e x h i b i t i o n w a s h e l d 
i n B e i j i n g l a s t y e a r . T h i s y e a r , 
t h e t o y a s s o c i a t i o n w i l l a r 
r a n g e a n a t i o n a l b u s i n e s s c o n 
f e r e n c e a n d a n i n t e r n a t i o n a l 
t o y i n d u s t r i a l t e c h n o l o g y e x h i 
b i t i o n i n G u a n g z h o u , G u a n g 
d o n g P r o v i n c e . 

by Wang Yanjuan 
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POLITICAL 

F e b r u a r y 2 2 
• C h i n e s e s e n i o r l e a d e r D e n g 
X i a o p i n g m e e t s i n B e i j i n g w i t h 
M a j o r P i e r r e B u y o y a , c h a i r 
m a n o f B u r u n d i ' s M i l i t a r y 
C o m m i t t e e f o r N a t i o n a l S a l v a 
t i o n a n d p r e s i d e n t o f t h e R e 
p u b l i c o f B u r u n d i , w h o c a m e 
t o v i s i t C h i n a o n F e b r u a r y 2 0 . 
D e n g s a y s t h a t t h e r o a d C h i n a 
h a s t r a v e l l e d d u r i n g t h e p a s t 
d e c a d e i s t h e p r o p e r o n e a n d 
t h a t C h i n a w i l l p r o c e e d a l o n g 
i t s t e a d f a s t l y . H e s a y s t h e s t r a 
t e g y o f t h e F o u r M o d e r n i z a 
t i o n s w i l l n e v e r c h a n g e . N o r 
w i l l t h e m a i n p o l i c i e s b e a l 
t e r e d . 

F e b r u a r y 2 3 
• A s p o k e s m a n f o r t h e M i n 
i s t r y o f F o r e i g n A f f a i r s , L i 
Z h a o x i n g , s a y s t h a t t h e d r a f t 
i n g o f t h e H o n g K o n g B a s i c 
L a w i s C h i n a ' s i n t e r n a l a f f a i r , 
a n d t h a t n o o t h e r c o u n t r y h a s 
t h e r i g h t t o i n t e r f e r e . 

L i ' s r e m a r k s c a m e i n t h e 
w a k e o f r e p o r t s b y a H o n g 
K o n g n e w s p a p e r t h a t s o m e 
c o n g r e s s m e n o f t h e U n i t e d 
S t a t e s a r e d r a f t i n g a s t a t e m e n t 
c r i t i c a l o f t h e p r o p o s e d b a s i c 
l a w . L i e x p r e s s e s t h e w i s h t h a t 
t h e y n o t d o a n y t h i n g t h a t m a y 
d a m a g e S i n o - A m e r i c a n f r i e n d 
s h i p . 

CONOMIC 

F e b r u a r y 2 0 
• C h i n a e x p o r t e d 1 2 m i l l i o n 
r a d i o - c a s s e t t e p l a y e r s l a s t 
y e a r , e a r n i n g $ U S 2 2 4 m i l l i o n 
— a n 8 0 p e r c e n t r i s e o v e r 1 9 8 7 , 
a c c o r d i n g t o X i n h u a N e w s 
A g e n c y . 

T h e r a d i o - c a s s e t t e p l a y e r s 
w e r e t h e b i g g e s t s o u r c e f o r 
f o r e i g n c u r r e n c y i o i C h i n a ' s 

e l e c t r i c a l a p p l i a n c e i n d u s t r y . 
F o r e i g n c u r r e n c y e a r n e d l a s t 
y e a r f r o m s a l e s o f t h e r a d i o 
w a s 3 p e r c e n t h i g h e r t h a n t h a t 
e a r n e d f r o m s a l e s o f c o l o u r t e l 
e v i s i o n s e t s . 
• C h i n a e x p o r t e d $ U S 6 . 1 5 b i l 
l i o n w o r t h o f m a c h i n e r y a n d 
e l e c t r i c a l p r o d u c t s l a s t y e a r , 
a c c o r d i n g t o S h e n L i e c h u , d i 
r e c t o r o f t h e S t a t e C o u n c i l o f f 
i c e i n c h a r g e o f s u c h e x p o r t s . 

S h e n s a y s t h a t t h e f i g u r e i n 
d i c a t e s a 6 0 p e r c e n t r i s e o v e r 
1 9 8 7 a n d i s 3 . 7 t i m e s t h e 1 9 8 5 
f i g u r e . 

CULTURAL 

F e b r u a r y 2 1 
• C h i n a h a s u s e d $ U S 2 0 0 m i l 
l i o n i n W o r l d B a n k l o a n s t o 
i m p r o v e t e a c h i n g c o n d i t o n s i n 
i t s i n s t i t u t e s o f h i g h e r l e a r n i n g 
d u r i n g t h e p a s t e i g h t y e a r s , 
Guangming Daily r e p o r t s . 
T h e y i n c l u d e $ U S 1 0 0 m i l l i o n 
o f " s o f t , " o r i n t e r e s t - f r e e , 
l o a n s a n d $ U S 1 0 0 m i l l i o n o f 
" h a r d , " o r l o w - i n t e r e s t , l o a n s . 
T h e l o a n s a r e r e p a y a b l e i n 2 0 
y e a r s . 

T h e l o a n s a l s o h e l p e d C h i n a 
t o s e n d 2 , 6 0 0 s t u d e n t s a n d 
s c h o l a r s a b r o a d f o r a d v a n c e d 
s t u d y a n d j o i n t s c i e n t i f i c r e 
s e a r c h , a n d i n v i t e 4 0 0 f o r e i g n 
e x p e r t s t o l e c t u r e i n C h i n a , t h e 
p a p e r r e p o r t s . 

SOCIAL 

F e b r u a r y 2 2 
• China Daily r e p o r t s t h a t 
t h e r e i s o n l y o n e l a w y e r f o r 
e v e r y 5 0 , 0 0 0 C h i n e s e . I f t h e 
n u m b e r o f l a w y e r s i n C h i n a 
g r o w b y 5 , 0 0 0 a y e a r , as i t d i d 
i n 1 9 8 7 , i t w i l l t a k e 1 0 0 y e a r s 
t o r e a c h 5 0 0 , 0 0 0 , w h i c h i s t h e 
n u m b e r s e n i o r l e a d e r D e n g 
X i a o p i n g e s t i m a t e s w o u l d b e 
s u f f i c i e n t t o m e e t t h e c o u n 
t r y ' s n e e d s . • 

9 



I N T E R N A T I O N A L 

Vowing peace: leaders of tlie five nations at the opening ceremony of their summit meeting. 

Summit Plans Nicaraguan Peace 
by Liu Ruichang 

T
he four th summi t meet ing 
of five Cent ra l A m e r i c a n 
coun t r i e s — N i c a r a g u a , 

Costa Rica, El Salvador , Hon
duras and G u a t e m a l a — was 
held on Februa ry 14 in San 
Salvador in a bid to p romote 
the peace process in Cen t ra l 
America . The two-day meet ing 
for the first t ime reached an 
agreement on the rea l iza t ion 
of in te rna l peace in N ica r 
agua, the focal point of the 
Cen t ra l A m e r i c a n conf l ic t , 
thus breaking the s t a l ema te 
dominat ing the peace process 
since last year. The result won 
widespread apprec ia t ion in the 
in terna t ional communi ty . 

The agreement was as fol
lows: the N ica r aguan govern
ment shall hold general elec
tions of president and all legis
lators not la ter t h a n Feb rua ry 
10 

25 next year, nine m o n t h s in 
advance of the scheduled da te ; 
expand democracy ; g ran t am
nesty to all pol i t ical p r i soners ; 
and i m p l e m e n t f reedom of the 
press. U n d e r these condi t ions , 
the heads of the five coun
tries will h a m m e r out a pack
age p lan in 90 days to dr ive 
home or t r ans fe r to o the r 
count r ies the 13,000 contras 
and thei r dependen ts based in 
H o n d u r a s , N ica ragua ' s neigh
bour . The leaders hoped that 
the e ight-year-old civil war in 
N ica ragua can be b rough t to 
an end and peace be res tored 
u n d e r the a g r e e m e n t . The 
comple t e i m p l e m e n t a t i o n of 
the agreement will ensure a 
basic resolu t ion of the Cen t ra l 
Amer i can conflict . 

The leaders of the five coun
tries reached a previous agree

ment at their second 
meet ing in Augus t 
1987, which a imed 
at reaching a cease
fire and democra t i 
zat ion. This was the 
first peace pact of 
its k ind, which in
i t ia ted negot ia t ions 
on a ceasef i re be
tween the conflict
ing par t ies in Nicar 
agua , El Sa lvador 
and G u a t e m a l a , 
especially in Nicara 
gua. Last March , the 
N i c a r a g u a n govern
ment and the con
tras held high-level 
negot ia t ions for the 
first t ime and 
reached an accord of 
a 60-day ceasefire. 
The two sides con
t inued to talk on a 
comple te ceasef i re 
after this , but disa
greement over con" 
di t ions for the real
iza t ion of i n t e r n a l 
democracy prevent 
ed them from going 

fur ther . 
In El Salvador and G u a t e 

mala , the confl ict ing par t ies 
held several rounds of negotia
tions at the end of 1987, but 
no agreement was reached and 
the talks col lapsed. S ta r t ing 
from late 1988, the peace pro
cess in Cent ra l Amer ica came 
to a s tandst i l l . Though the Ni
ca raguan civil war basically 
ended due to a u n i l a t e r a l 
ceasefire on the part of the 
government since last March , 
the a rmed conflict in El Salva
dor since last September in
tensified. The four th summi t 
meet ing of the five countr ies , 
which was or ig inal ly sched
uled to take place last Augus t , 
on the occasion of the first an
n iversary of the signing of the 
first Cent ra l A m e r i c a n peace 
pact, was delayed five t imes. 
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As hot spots elsewhere grad
ually cooled down, the stale
mate in the peace process in 
the region provoked concerns 
from the in te rna t iona l com
muni ty , the Lat in A m e r i c a n 
countr ies in pa r t i cu la r . The 
war-worn C e n t r a l A m e r i c a n 
nations all earnes t ly hoped for 
an early peaceful se t t lement of 
the conflicts in the region. 

Four factors con t r ibu ted to 
the b reak th rough at the meet
ing. First , the two part ies in
volved in Nicaragua ' s conflict 
are all exhausted and are will
ing to end their war.- The Ni -
caraguan government , t hough 
still keeping a mi l i t a ry edge, 
cannot afford the cost of the 
war any longer. Since 1985, 
defence spending has been ac
counting for more than half of 
the nat ional budget . At pre
sent, the na t iona l economy is 
on the brink of bankrup tcy , re
sult ing in a severe shor tage of 
goods and a soaring inf lat ion 
ra te , which reached 20,000 
percent last year, the highest 
in Latin Amer ica . The people 
are generally dissatisfied and 
long for peace. On the par t of 
the contras, their f ight ing cap
abi l i t ies were dea l t a fa ta l 
blow by the Uni ted Sta tes ' sus
pension of mi l i tary aid in Fe
bruary last year. They are no 
longer able to fight d i rec t ly 
with the government forces in 
Nicaragua and had to re t rea t 
to Honduras to ma in t a in their 
exis tence. Besides, d i scord 
wi th in the a n t i - g o v e r n m e n t 
forces is mount ing and the rift 
is widening. Aside from a few 
diehards who insist on a rmed 
struggle, most people are will
ing to put down their a rms and 
re tu rn to their home after the 
government restores democra
cy. U n d e r these c i r cums t 
ances, the g o v e r n m e n t 
changed its tough s tance and 
agreed to hold e lec t ions in 
advance and implement dem-
coracy to seek na t iona l recon

ci l ia t ion. 
Second, the Bush admin is 

t ra t ion ' s a t t i t ude towards the 
N i c a r a g u a n gove rnmen t is sof
ter t han its predecessor ' s , and 
this has played an act ive role 
in p romot ing Nica ragua ' s in
te rna l reconci l ia t ion . For eight 
years the Reagan admin i s t r a 
t ion had adop ted the poli
cy of s u p p o r t i n g the an t i -
gove rnmen t a rmed forces in 
thei r a t t empt to ove r th row the 
N i c a r a g u a n governmen t . This 
backing failed. The Bush ad
min i s t r a t i on has faced up to 
this rea l i ty and readjus ted the 
US Cen t ra l Amer i can policy. 
It has said that it will use di
p lomat ic , r a the r than mi l i t a ry 
means to solve the N i c a r a g u a n 
problems and will not ask the 
Congress to give mi l i t a ry aid 
to the an t i -government a rmed 
forces for the present . 

Th i rd , the H o n d u r a n gov
e r n m e n t ' s change of a t t i t ude 
towards the N i c a r a g u a n con
tras is also an i m p o r t a n t fac
tor. In the past the H o n d u r a n 
g o v e r n m e n t , u n d e r p re s su re 
from the Uni ted States , act ive
ly suppor ted the Nica raguan 
an t i -government a rmed forces, 
which used its t e r r i t o r y as 
a base to conduc t act ivi t ies 
against the Sandin is ta Na t ion
al L ibera t ion Front- led gov
e r n m e n t . Abou t 40,000 Nicar
a g u a n a n t i - g o v e r n m e n t ele
ments , inc lud ing their family 
member s , have for a long t ime 
lived in H o n d u r a n t e r r r i t o ry 
adjacent to Nica ragua , which 
covers thousands of k i lpmetres 
and is r ich in coffee. This mig
ra t ion and r e se t t l emen t has 
caused ser ious economic and 
social p roblems in H o n d u r a s . 
It is r epor ted that about 12,000 
coffee fa rmers there have been 
pushed out due to the inf lux of 
e l e m e n t s oppos ing the pre 
sent N i c a r a g u a n governmen t . 
There have been no coffee har
vests for m a n y years . Last Oc
tober H o n d u r a s ' foreign minis

ter suggested at the United 
N a t i o n s G e n e r a l Assembly 
session that the Nica raguan 
contras be dr iven out . It was 
revealed that at this summi t 
H o n d u r a s ini t ia l ly proposed to 
send these forces back to Ni
caragua . This proposal imme
diate ly won the support of the 
H o n d u r a n a rmed forces. 

F ina l ly , the present in ter 
na t iona l r e l axa t ion has also 
helped p romote the peace pro
cess in Cent ra l Amer ica . The 
US-Soviet conten t ion in Cen
t ra l Amer i ca has lost its in
tensity. The Soviet Union , in 
p a r t i c u l a r , has r ecen t ly be
come less in teres ted in Cen t ra l 
Amer ica and begun to reduce 
its aid to Nica ragua in order 
to develop re la t ions with o ther 
Lat in A m e r i c a n countr ies and 
gain economic benefi t . 

There is no doub t that this 
s u m m i t has opened a new 
road. But, since the Cent ra l 
Amer i can conflict is compli
cated, and externa] interfer
ence and the in terna l s t ruggle 
for democracy and social jus 
tice have mingled here , it is 
not easy to thoroughly sort out 
this problem. There is a long 
d i s t ance to t rave l before a 
wr i t ten agreement can become 
real i ty . Firs t , it is not evident 
tha t the US government has 
subs tan t ia l ly changed its poli
cy towards Cent ra l Amer ica . 
I ts ges tures appear to have 
been only a tact ic . Recent ly 
Pres ident Bush said that US 
foreign policy will follow the 
establ ished rules, i.e., the poli
cy of the Reagan adminis t ra 
t ion. He also said that the Un
i ted S ta tes would con t inue 
to suppor t Nicaragua ' s anti-
gove rnmen t a rmed forces. Se
cond, it is not cer ta in whether 
the general elections will be 
ca r r i ed ou t smoo th ly and 
whether the ant i -government 
a rmed forces will give up their 
a rms . The opposit ion factions 
in N ica ragua said they were 
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a g a i n s t t h e p r o p o s a l t o a d v 
a n c e t h e e l e c t i o n s . T h e y a d o v -
a c t e a r e v i s i o n o f t h e c o n s t i t u 
t i o n ; o t h e r w i s e , t h e y w i l l n o t 
t a k e p a r t i n t h e e l e c t i o n s . T h e 
N i c a r a g u a n g o v e r n m e n t h a s 
p o i n t e d o u t t h a t t h e c o n s t i t u 
t i o n w i l l n o t b e r e v i s e d . 

T h e a g r e e m e n t b y t h e h e a d s 
o f f i v e c o u n t r i e s a t t h i s s u m 
m i t w a s s i g n e d a t t h e a b s e n c e 
o f r e p r e s e n t a t i v e s f r o m t h e 
U n i t e d S t a t e s a n d t h e a n t i -
N i c a r a g u a n g o v e r n m e n t 
a r m e d f o r c e s . T h e U S g o v e r n 
m e n t h a s p r u d e n t l y r e a c t e d t o 
t h i s a g r e e m e n t , s a y i n g t h a t i t 
w i l l f i r s t w a i t a n d s e e w h a t t h e 
N i c a r a g u a n g o v e r n m e n t w i l l 
d o . T h e h a r d l i n e f a c t i o n o f t h e 
a n t i - N i c a r a g u a n g o v e r n m e n t 
a r m . e d f o r c e s h a s r e j e c t e d t h e 
a g r e e m e n t . 

I n i r d , t h e r e p a t r i a t i o n o f 
t h e a n t i - g o v e r n m e n t a r m e d 
f o r c e s i s a l s o a c o m p l e x m a t 
t e r , a s i s t h e q u e s t i o n o f w h e r e 
t h e e x p e n s e s o f r e p a t r i a t i o n 
a n d s e t t l e m e n t w i l l c o m e f r o m . 
T h e g u e s t i o n o f w h e t h e r a 
p a c k a g e p l a n w o r k e d o u t b y 
t h e h e a d s o f t h e f i v e c o u n t r i e s 
w i l l b e a c c e p t e d o r n o t i s u p i n 
t h e a i r a s w e l l . E v e n i f t h e N i 
c a r a g u a n i s s u e i s s o l v e d , t h e 
a r m e d c o n f l i c t s i n E l S a l v a d o r 
a n d G u a t e m a l a a r e s t i l l a r e a l 
i t y . A l t h o u g h t h e g u e r r i l l a s i n 
E l S a l v a d o r a r e o n l y a b o u t 
5 , 0 0 0 , t h e y u s e t h e m o u n t i n -
o u s a r e a a s t h e i r b a s e , a p o 
t e n t i a l f o u n d a t i o n f o r m a s s 
s t r e n g t h . T h e y c a n p u t t h e 
w h o l e c o u n t r y ' s t r a f f i c a t a 
s t a n d s t i l l , o c c u p y t o w n s a n d 
c i t i e s , a n d e v e n c a n a t t a c k m i l 

i t a r y c a m p s n e a r t h e c a p i t a l . 
T h e g o v e r n m e n t t r o o p s c a n n o t 
d e s t r o y t h e m . T h e c i v i l w a r i n 
E l S a l v a d o r i s p r o t r a c t e d . T h e 
g u e r r i l l a a c t i v i t i e s i n G u a t e 
m a l a a r e s m a l l - s c a l e . 

O b s e r v e r s a r e o p t i m i s t i c 
a b o u t t h e v i s t a o f s o l v i n g t h e 
N i c a r a g u a n a r m e d c o n f l i c t , 
c o n s i d e r i n g t h a t t h e N i c a r a 
g u a n c i v i l w a r i s t o b e a t a n 
e n d w i t h i n a f e w y e a r s . T h e 
m a i n r e a s o n i s t h a t t h e 
a n t i - N i c a r a g u a n g o v e r n m e n t 
a r m e d f o r c e s h a v e n o b a s e i n 
t h e c o u n t r y a n d n o m a s s s u p p -
p o r t , s o t h e y c a n n o t s u r v i v e 
m u c h l o n g e r . A n d i t s e e m s u n 
l i k e l y t h a t t h e U n i t e d S t a t e s 
w i l l s u p p o r t t h e m i n d e f i n i t e l y . 

- C o n f l i c t s i n E l S a l v a d o r w i l l 
p r o b a b l y b e h i g h l i g h t e d i n t h e 
f u t u r e . • 

Japan Tones Up Defence Policy 
by Gengfu 

R e c e n t l y , a J a p a n e s e d e f 
e n c e e x p e r t s a i d t h a t t o 
d a y J a p a n i s a s u p e r e c o n -

o m i c p o w e r a n d i n a p o s i t i o n 
o f e x e r c i s i n g i n f l u e n c e o n o t h 
e r s . B u i , i n t r u t h , i t i s a s m a l l 
m i l i t a r y n a t i o n c o n s t r a i n e d 
e v e r y w h e r e a n d u n b a l a n c e d i n 
p o w e r . U n d e r s u c h c i r c u m s t 
a n c e s J a p a n h a s t o i n c r e a s e i t s 
m i l i t a r y s t r e n g t h . A l t h o u g h 
t h e a n n u a l q u o t a o f J a p a n e s e 
d e f e n c e e x p e n s e s a m o u n t e d t o 
U S $ 3 0 b i l l i o n , t h i s i s n o t e n 
o u g h . I n t h e n e x t 1 0 y e a r s , t h e 
g r o w t h r a t e o f J a p a n e s e d e f 
e n c e e x p e n s e s s h o u l d b e m a i n 
t a i n e d a t 6 p e r c e n t a n d h e l d t o 
1.5 p e r c e n t o f t h e G N P . 

A c c o r d i n g t o a n o t h e r 
s o u r c e , t h e m i l i t a r y e x p e n s e s 
o f t h e 1 9 8 1 b u d g e t t o p p e d t h a t 
o f s o c i a l s e c u r i t y . F r o m 1 9 8 1 
t o 1 9 8 8 t h e n a t i o n a l b u d g e t 
s p e n d i n g o n w e l f a r e , m e d i u m 

a n d s m a l l - s i z e d e n t e r p r i s e s 
a n d a g r i c u l t u r e h a s b e e n s h o r t 
s h r i f t e d b y t h e b u d g e t w h i l e 
m i l i t a r y e x p e n s e s h a v e i n 
c r e a s e d 5 - 7 p e r c e n t . I f 1 9 8 2 
w a s t a k e n a s s t a n d a r d , t h e m i l 
i t a r y e x p e n s e s i n 1 9 8 8 i n 
c r e a s e d 4 3 . 1 p e r c e n t a n d t h e 
s o c i a l s e c u r i t y e x p e n s e s i n 
c r e a s e d o n l y 1 4 . 3 p e r c e n t . 

O f c o u r s e , i t s h o u l d b e p o i n t 
e d o u t t h a t t h e d e v e l o p m e n t 
a n d c h a n g e o f J a p a n ' s d e f e n c e 
p o l i c y a n d d e f e n c e s t r e n g t h 
a r e c o n n e c t e d w i t h t h e U n i t e d 
S t a t e s ' d e m a n d f o r J a p a n t o 
i n c r e a s e i t s m i l t i a r y e x p e n s e s 
a n d s h o u l d e r m o r e o f t h e r e s 
p o n s i b i l i t y f o r i t s o w n d e f e n c e . 

Growth in Research 
J a p a n ' s s c i e n c e a n d t e c h n o l 

o g y a r e w e l l d e v e l o p e d a n d 
h a v e o v e r t a k e n t h e U n i t e d 

S t a t e s i n m a n y p r o j e c t s o f 
s o p h i s t i c a t e d t e c h n o l o g y . I t s 
e l e c t r o n i c i n d u s t r y i s t h e f o c u s 
o f w o r l d a t t e n t i o n . I n J u n e 
1 9 8 4 a r e p o r t o f t h e U S D e f 
e n c e D e p a r t m e n t l i s t e d 1 6 
J a p a n e s e t e c h n o l o g i c a l i t e m s 
— i n t e g r a t e d c i r c u i t s , l i g h t 
f i b r e s , c o m m u n i c a t i o n s , m i l l i 
m e t r e w a v e s , p a t t e r n r e c o g n i 
t i o n a n d r o c k e t p r o p e l l a n t s 
— a s t h o s e w h i c h i n t e r e s t t h e 
U n i t e d S t a t e s . A r e p o r t o f t h e 
U S S c i e n c e F o u n d a t i o n a l s o 
r a n k s J a p a n f i r s t i n t e r m s o f 
t e c h n o l o g i c a l i n n o v a t i o n . A n 
o f f i c i a l o f t h e U S D e f e n c e D e 
p a r t m e n t s a i d t h a t J a p a n h a s 
b e c o m e a n a t i o n o f g r e a t m i l i 
t a r y t e c h n o l o g y b e c a u s e e l e c 
t r o n i c s a n d c o m m u n i c a t i o n s 
a r e b e g i n n i n g t o b e c o m e t h e 
m a i n p a r t o f m i l i t a r y e q u i p 
m e n t . 

B e s i d e s t h e h u g e p o t e n t i a l o f 
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steel, au to and sh ipbui ld ing in
dustries, Japan ' s nuc lear in
dustry and space naviga t ion 
technology have also devel 
oped. F rom 1955 when it first 
engaged in a t r ia l of smal l 
rockets to the present , J a p a n 
has successful ly r e s e a r c h e d 
and manufac tu red eight k inds 
of c a r r i e r rocke ts and 
launched more than 30 satel
lites. Accord ing to the latest 
news, Japan and the Uni t ed 
States have reached a substan
t ial agreement on b u i l d i n g 
space bases. The agreement sti
pula ted tha t when J a p a n 
joined the cons t ruc t ion plan 
for a manned space s ta t ion, 
it should share the role. This 
plan predicted that by about 
1990 the US Space Agency 
would use a space shut t le to 
launch a space s ta t ion, and Ja
pan, Canada and the European 
Communi ty would join it. At 
present Japan is manufac tu r 
ing space shut t les , and this 
marks a new step in its space 
navigation technology. 

Besides, Japan has broken 
away from the p r inc ip le of 
shunning collective defence. It 
decided to t ransfer mi l i t a ry 
technology to the U n i t e d 
States in 1983, and in 1986 it 
formally decided to join in the 
research work of the US Stra
tegic Defence In i t ia t ive . Ja
pan and the Uni ted States also 
signed an agreement in De
cember 1985 to provide a rms 
technology to Washington . In 
September 1986 the Japanese 
government decided to prov
ide the Uni ted States with mis
sile induct ion technology and 
the know-how to bui ld suppor t 
fleets. Therefore , the general 
view is that Japan has actual ly 
denounced its three principles 
on prohibi t ing the expor ta t ion 
of arms. 

Accord ing to the Br i t i sh 
Daily Telegraph, many big Ja
panese enterprises are interest
ed in m a n u f a c t u r i n g m u n i 

t ions . The a r m s p r o d u c e d 
by J a p a n ' s biggest m u n i 
t ions m a n u f a c t u r e r , M i t s u b 
ishi H e a v y - I n d u s t r i e s Ltd . , 
made up 18 percent of the total 
vo lume of its business in 1987. 
This company is p repar ing to 
en la rge its a rms p r o d u c t i o n 
scale and its slice of the overal l 
o u t p u t will reach 25 percent . 
J apan ' s Nissan Moto r Co Ltd. 
also plans to increase a rms 
p r o d u c t i o n from 1 percent to 
10 pe rcen t . M i l i t a r y mun
i t ions p roduc t ion of the Mit
subishi , Kawasaki , and Toshi
ba companies is developing a 
sophis t ica ted technological or
i en ta t ion and lists guided mis
siles as the i r first research pro
ject . Tokyo Shimbun says that 
the Nissan has publicly an
nounced its in ten t ion to prod
uce weapons, main ly guided 
missiles and rocket . In recent 
years , stocks re la ted to the 
defence indus t ry have become 
"best se l lers" on the Tokyo 
marke t . Inves tors predict that 
m u n i t i o n s p r o d u c t i o n will 
play a leading role in the prod
uct ion of Japan ' s big en te rpr i s 
es. A n energet ic boost in mun
i t ions p r o d u c t i o n can reap 
huge profits for such business
es. It is repor ted that the Ja
panese Defence Agency spends 
more than 90 percent of its 
mi l i t a ry budget domest ica l ly , 
and m a n y companies predict 
with conf idence that the prof
its of the i r mun i t ions p roduc
t ion will soar. 

New Nationalism 
The rapid economic growth 

gave rise to a new nat ional is t 
t rend. Some e lements wi th in 
the ru l ing Libera l Democra t i c 
Pa r ty also advocated na t iona l 
ism and c h a u v i n i s m . This 
t rend , which is still develop
ing, was man i fes t ed m a i n l y 
in the fo rm of a "neo -
na t i ona l i sm , " p romulga t ed by 
the r emarks of some ru l ing of

ficials. These inc lude a brac
ing of the concept of the state 
and the spi r i tua l au thor i ty of 
the emperor , and an insti l l ing 
of a sense of na t iona l defence 
in the publ ic . Some cabinet 
members visited the Yasukuni 
Shrine — a publ ic graveyard 
where the remains of former 
war c r imina ls are placed — in 
their capaci ty as government 
officials, revised the Japanese 
his tory textbook and a t tempt 
ed to amend the cons t i tu t ion . 
A m o n g these, the revis ion-of 
the cons t i tu t ion is a ma t t e r 
that concerns the fundamenta l 
guidel ines of Japan ' s defence 
and the direct ion of the de
v e l o p m e n t of its m i l i t a r y 
s t rength . 

The exist ing Japanese con
s t i t u t i on was pub l i shed on 
November 3, 1946, when Ja
pan was defeated and occupied 
by the Uni ted States . The law 
took effect on M a y 3, 1947. 
Ar t ic le 9 of the cons t i tu t ion 
s t ipu la tes that J a p a n ren
ounces for ever its r ight as a 
sovereignty to wage a war and 
that J apan will not ma in ta in 
an a rmy, air force, naval force 
or any o ther war forces. The 
cons t i tu t ion does not recog
nize the state 's right to take 
par t in a war e i ther . 

.To revise the cons t i tu t ion 
was one of the targets of the 
Nakasonc cabinet ' s "post-war 
pol i t ical s t ra tegy." The form
er pr ime minis te r once stated 
that it was "a de te rmined poli
cy to revise the cons t i tu t ion . " 
Two Japanese o rgan iza t ions , 
under the flags for const i tu
t ional revision and moderni 
zat ion, jo in t ly held a nat ional 
conferenue in Tokyo last May. 
Leaders of the two bodies re
leased thei r draft on the revi
sion of the const i tu t ion. The 
draft said that Ar t ic le 9 of the 
cons t i tu t ion should be pres
erved , bu t an i m p o r t a n t 
a m e n d m e n t must be made to 
it. That is, the wars prohibi ted 
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by the above-mentioned arti
cle apply to aggressive wars, 
armed threat or the use of 
armed force banned by inter
national law, but not to the 
necessary military forces need
ed for self-defence. They said 
this addition should clarify 
the prohibition. One of the 
leaders stressed that the pre
sent constitution was made ac
cording to the will of the occu
pying forces with an intent 
of weakening Japan. Now, he 
said, the Japanese should build 
a new country and reinvigo-
rate their morale. 

The constitution is not only 
the instrument to check the 
development of arms. It also 
leads to some other laws and 
decrees that include the strate
gy of exclusive self-defence. 
This states that armed forces 
can only be used when the 
country is being attacked, the 
use of force must be limited to 
the minimum degree required 
by defence, and that the armed 
force maintained by the state 
should also be restrained to 
the minimum level. The exer
cise of the self-defence right 
is conditional. It is only to be 
used during times of invasion 
and then at a minimum level 
when no other means to expel 
intruders is available. The 
right of collective self-defence 
is denied, and the state is not 
allowed to dispatch troops 
abroad. The installation and 
development of intercontinen
tal ballistic missiles and long-
range bombers that are cap
able of destroying other coun
tries are banned. Three non-
nuclear principles—no hold
ing, no manufacturing and no 
admission of nuclear weapons 
—are in force. There are also 
three bans in regard to export
ing arms: no exporting of 
weapons to socialist countries, 
countries embargoed by cer
tain resolutions adopted by the 
United Nations, or countries 

concerned in in ternat ional 
conflicts or countries with 
such a potentiality. Neither is 
a military recruiting system 
allowed. The armed forces are 
to be governed by civilian per
sonnel, and the current def
ence expenditures should be 
limited to within 1 percent of 
the G N P . 

With changes in the interna
tional situation and the altera
tion of Japan's defence poli
cies, some of the above ta
boos have been partially bro
ken. Besides the well-known 
defence expenditure issue, lee
way has also been given for the 
admission of US warships car
rying nuclear weapons into Ja
panese ports , breaking the 
three non-nuclear principles. 
Japan has also announced that 
it will escort ships, includ
ing US ships, along the 
1,000-nautical-mile sea-
transpsort line, a move run
ning counter to its previous 
commitment of not entering 
into collective defence. 

These developments show 
that the constitution and the 
related laws and policies have 
gradual ly become nul l and 
void. And the constitutional 
power to oversee has greatly 
weakened, one of the consequ
ences of a rampant national
ism. 
New Worries 

As can be seen, Japan's def
ence polices and defence 
forces have undergone evident 
changes. Japanese leaders and 
the Japanese government have 
made many explanations and 
even publicly promised that 
Japan will never seek to be a 
military power or revive its 
old militarism. 

On July 29, 1988, Pr ime 
Minister Noboru Takeshita in 
a speech to the Diet, Japan's 
par l iament , urged that em
phasis be placed on Japan as a 

charitable nation. He proposed 
a blueprint for internation
al co-operation composed of 
three parts—conduct ing co
operation for the purpose of 
peace, promoting internation
al cultural eJcchanges and ex
panding governmental aid for 
development. 

It is believed that a series 
of internal and external condi
tions have determined an unli
kelihood that Japan will buck 
the historical trend. 

Still, opinions are divided 
both inside and outside Japan. 
The activation of some mili
tarist elements in Japan has 
aggravated people's suspi
cions. 

A Japanese organization 
pointed out that the interna
tional situation eased in the 
wake of the signing of the trea
ty eliminating intermediate-
range nuclear missiles between 
the United States and the So
viet Union. Yet, the Takeshita 
cabinet ignored this trend and 
further expanded Japan's mili
tary strength. Defence spend
ing in 1988 accounted for 
1.013 percent of the gross na
tional product, exceeding the 1 
percent ceiling. At the same 
time, Japan's military alliance 
with the United States has 
been strengthened. For exam
ple, Japan has promised to fi
nance the labour allowances 
for US troops stationed in Ja
pan. These developments have 
aroused worries from China 
and other countries neighbour
ing Japan. 

An opinion poll conducted 
by the Prime Minister's office 
showed that 58 percent of the 
respondents considered the 
present defence spending scale 
"very good" and another 19.2 
percent thought the defence 
budget should be cut further. 
This means that 77 percent op
pose or disagree with an in
crease of defence spending, in
dicating that more people feel 
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INTERNATIONAL 

u n e a s y a b o u t t h e f u t u r e . E v e n 
a m o n g t h o s e s u p p o r t e r s o f t h e 
r u l i n g p a r t y , 7 2 . 9 p e r c e n t g a v e 
a n e g a t i v e a n s w e r t o a f u r t h e r 
i n c r e a s e o f t h e d e f e n c e b u d g e t . 
A n e d i t o r i a l p u b l i s h e d i n o n e 
o f J a p a n ' s m o s t i n f l u e n t i a l 
n a t i o n a l n e w s p a p e r s , Asahi 
Shimbun, a s k e d t h e g o v e r n 
m e n t w h y i t s h o u l d k e e p i n 
c r e a s i n g i t s m i l i t a r y e x p e n d i 
t u r e s i n l i g h t o f a w o r l d w i d e 
c u t o f m i l i t a r y s p e n d i n g . T h e 
a r t i c l e d o u b t e d i f t h e t r a d 
i t i o n a l r e a s o n f o r a d e f e n c e 
t h e o r y , a S o v i e t t h r e a t , c o u l d 
s e r v e as g r o u n d s f o r s u c h a n 
i n c r e a s e . 

A l o n g - t e r m c o m p r e h e n s i v e 
s t r a t e g i c r e p o r t r e l e a s e d b y t h e 
U n i t e d S t a t e s e a r l y i n 1 9 8 8 
h e l d t h a t i n t h e n e x t 2 0 y e a r s 
t h e w o r l d w i l l b e m u l t i p o l a r -
i z e d a n d t h a t o n e o f t h e k e y 
q u e s t i o n s t h a t w i l l i n f l u e n c e 
t h e s t r a t e g i c b a l a n c e w i l l b e 
w h e t h e r J a p a n w i l l e m b a r k 
u p o n a r o a d o f m i l i t a r i s m . 
H e n r y K i s s i n g e r , e x - S e c r e t a r y 
o f S t a t e o f t h e U n i t e d S t a t e s , 
s a i d i n F e b r u a r y t h a t t h e p a t 
t e r n o f i n t e r n a t i o n a l r e l a t i o n s 
b y t h e e n d o f t h i s c e n t u r y w i l l 
c h a n g e e s s e n t i a l l y , a n d J a p a n 
w i l l b e c o m e o n e o f t h e b i g m i l 
i t a r y p o w e r s . 

A h i g h - r a n k i n g U S o f f i c i a l 
s a i d i n a m e e t i n g t h a t i t w i l l b e 
d e t r i m e n t a l t o t h e s t a b i l i t y o f 
E a s t A s i a t o p r e s s J a p a n t o i n 
f l a t e i t s d e f e n c e b u d g e t t o t h e 
p o i n t t h a t i t s d e f e n c e c a p a b i l -
i t e s e x c e e d w h a t i s n o w p l a n n e d 
— b e i n g a b l e t o p r o t e c t a n a r e a 
o f w i t h i n 1 , 0 0 0 n a u t i c a l m i l e s . 
H e a l s o c r i t i c i z e d t h e p r o p o s 
i t i o n a d v o c a t e d b y s o m e U S 
C o n g r e s s m e n t h a t J a p a n i n 
c r e a s e i t s d e f e n c e s p e n d i n g u p 
t o 3 p e r c e n t o f i t s G N P . T h e 
o f f i c i a l , w h o u s e d t o d e m a n d 
t h a t J a p a n r a i s e i t s d e f e n c e e x 
p e n d i t u r e s , h a s n o w t a k e n a n 
a b o u t - f a c e i n r e g a r d t o J a p a n ' s 
m i l i t a r y e x p a n s i o n . T h i s i n d i 
c a t e s a w a r i n e s s o n t h e p a r t o f 
t h e U n i t e d S t a t e s t o w a r d s t h e 

g r o w i n g t r e n d i n J a p a n t h a t 
t r i e s t o b r i n g t h e c o u n t r y b a c k 
t o m i l i t a r i s m . A r e p o r t s a i d 
t h a t t h e U S D e f e n c e D e p a r t 
m e n t n o t l o n g a g o c o n d u c t e d a 
t r i a l e x e r c i s e , i n a n e x t r e m e 
l y s e c r e t m a n n e r , t a r g e t e d 
a g a i n s t J a p a n . T h e r e p o r t a l s o 
s a i d t h a t t h i s w a s t h e f i r s t s u c h 
e x e r c i s e s i n c e W o r l d W a r 1 1 
a n d t h a t t h e U n i t e d S t a t e s h a d 
s t u d i e d v a r i o u s p o s s i b l e s c e n a 
r i o s i n v o l v i n g J a p a n e s e a c i i o n 
a n d w h a t c o u n t e r m o v e s w o u l d 
b e n e e d e d i n e a c h c a s e . 

T h e A s i a n - P a c i f i c c o u n t r i e s 
a r e g e n e r a l l y w o r r i e d a b o u t 
a s t r e n g t h e n e d J a p a n e s e d e f 
e n c e . S o u t h K o r e a ' s East Asian 
Daily s a i d i n a n e d i t o r i a l o n 
M a y 1 1 l a s t y e a r t h a t t h e 
S o u t h K o r e a n s w e r e o n c e 
a g a i n c o n f r o n t e d w i t h t h e p o s 
s i b i l i t y o f a p o w e r f u l J a p a n b e 
c o m i n g a h e a d a c h e f o r t h e m . 
A f t e r m o r e t h a n f o u r d e c a d e s 
o f h a r d s t r u g g l e s s i n c e t h e l a s t 
w o r l d w a r , J a p a n h a s b e c o m e 
a n i n t e r n a t i o n a l f o r c e a n d a n 
e c o n o m i c g i a n t . I t s s t r e n g t h 
f a r s u r p a s s e s t h a t o f a n y r e 
g i o n a l c o u n t r y o r r e g i o n a l 
s p h e r e o f i n f l u e n c e . I t s h e f t y 
e c o n o m y h a s n o t o n l y e n a b l e d 
J a p a n t o b e c o m e a n e c o n o m i c 
p o w e r b u t w i l l n a t u r a l l y g i v e 
i t p o l i t i c a l a n d m i l i t a r y m u s 
c l e as w e l l . A t . f i r s t g l a n c e , i t 
w o u l d s e e m t h a t J a p a n h a s n o t 
i n c r e a s e d d r a s t i c a l l y i t s a r m y 
a n d w e a p o n s . H o w e v e r , i t s 
s t r a t e g y o f s e c u r i n g h i g h - t e c h 
n u c l e a r w e a p o n s a n d m i l i t a r y 
t e c h n o l o g y w i l l e n a b l e i t t o e f 
f e c t i v e l y a n d a r t f u l l y a c q u i r e 
t h e s t a t u s o f a m a j o r m i l i t a r y 
p o w e r . 

A c c o r d i n g t o a n o t h e r n e w s 
d i s p a t c h , I n d o n e s i a ' s d e f e n c e 
m i n i s t e r t o l d a v i s i t i n g J a 
p a n e s e D e f e n c e o f f i c i a l t h a t 
J a p a n ' s r e a s o n s f o r i n c r e a s i n g 
m i l i t a r y s p e n d i n g w e r e u n d e r 
s t a n d a b l e , b u t t h a t a n i n c r e a s e 
t o U S $ 2 9 b i l l i o n w a s " r e a l l y 
t o o h i g h . " O t h e r S o u t h e a s t e r n 
c o u n t r i e s h a v e v o i c e d s i m i l a r 

w o r r i e s . 
A b o v e a l l , i t i s a c l e a r f a c t 

t h a t J a p a n ' s d e f e n c e p o l i c i e s 
a n d f o r c e s h a v e c h a n g e d 
m a r k e d l y . T h e v a r i o u s r e a c 
t i o n s a n d r e s p o n s e s a r i s i n g 
f r o m t l i e c h a n g e s a r e n o t w i t h 
o u t r e a s o n s . • 
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China's Foreign Economic Relations 
And Trade: 1988-89 
by Liu Xiangdong, head of Department of Policy Research and System Reform of M O F E R T 

D ur ing 1988, C h i n a 
opened its doors s t i l l 
wider to the world. It ex

panded economic deve lopmen t 
of its coastal areas and fur ther 
deepened the reform of its for
eign t rade system, implement 
ing a cont rac t responsibil i ty 
system and delegating r ights 
to manage foreign trade down
wards. As a result, imports and 
exports both grew subs tan t ia l 
ly, as d i d i n v c M m e n t and bor
rowing from abroad, and con
tracts for overseas projects and 
labour services. 

f o r 1989, China plans to con
tinue to seek foreign capi ia l , 
especially for t r anspor t and 
communica t ions , te
l e c o m m u n i c a t i o n s 
and the develop
ment of its energy 
and raw ma te r i a l 
resources. Investors 
from Ta iwan will 
enjoy p a r t i c u l a r l y 
favourable t rea t 
ment. 
Import-Export 
Trade 

According to ini
tial figures from the 
Ministry of Foreign 
Economic Relat ions 
and Trade , China ' s 
foreign t r ade to
tal led US$79,419 
billion in 1988. Ex
ports came to 
US$40,102 bi l l ion, 

fulf i l l ing the US$38 bi l l ion 
target set by the Seventh Five-
Year Plan (1986-90) for 1990 
two years ahead of schedule . 
With impor t s at US$39,317 bil
lion, China had a ba lance of 
t rade US$785 mil l ion in its fa
vour , thus consol ida t ing the 
surp lus regis tered in 1987. 

C h i n a has now establ ished 
t rade re la t ions with more than 

180 c o u n t r i e s and reg ions . 
Dur ing the first 11 months of 
1988, its five largest t r ad ing 
pa r tne r s were Hong Kong, Ja
pan, the European C o m m u n i 
ty, the Uni t ed States, and the 
Soviet Un ion and Eas tern Eu
rope (see table on p. 17). T r a d e 
with these countr ies and re
gions to ta l led US$51.96 bil
lion, or 65.4 percent of all for-

U n i t : U S $ b i l l i o n 

1987 1988 Increase on 1987 (%) 
Exports 34.711 40.102 15.5 
Imports 3.T399 39.317 17.7 
Total Foreign Trade 68.110 79.419 16.6 

Jewellery dealers from Hong Kong, Macao and overseas at the Autumn 1988 China Export 
Commodities Fair. CAI ZHONGZHI 
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CHINA 

eign trade over the 
same period. 

The s t r uc tu r e of 
China's imports and 
exports fur ther im
proved in 1988. Ac
cording to cus toms, 
f inished i n d u s t r i a l 
goods increased 
from 66.4 percent of 
all exports in 1987 to 
69.1 percent . In par
t icu lar , expor ts of 
l ight i n d u s t r i a l 
p roduc t s , t ex t i les , 
mach ine ry and 
electrical appl iances 
rose by a large mar
gin, while precision 
i n s t r u m e n t s and 
meters , sets of 
equipment , machine 
tools, colour televi
sions and o the r h o u s e h o l d 
electrical appl iances increased 
by fold. For the first t ime, 
Chinese-made aeroplanes were 
sold abroad, and commerc ia l 
payloads were c a r r i e d in to 
space by the count ry ' s Long 
March rockets . In add i t i on , 
technological exports comm
enced, i nd i ca t ing the grow
ing sophist icat ion of Chinese 
goods. 

As regards impor ts , raw ma
terials in short supply and adv
anced technology and equip
ment accounted for more than 
80 percen t . C h e m i c a l s and 
chemical fert i l izer, synthe t ic 
fibre, n a t u r a l r ubbe r , p u l p , 
farm insecticide and granu la t 
ed sugar, all increased, while 
expensive goods, such as motor 
vehicles and household electr
ical appl iances, were subjected 
to stricter controls . 

Funds From Overseas 
While s t r iving to improve 

its economic env i ronment and 
scale down capi tal cons t ruc
tion, China has s imul taneous
ly endeavoured to expand the 

Trial production of the non-crystalline silicon oven nianuiactured by a Sino-US joint venture. 
1 l U W E I 

T r a d e Wi th China Increase on /(.of China 's 
( J a n - N o v l 9 8 S ) S ainc Per iod in Total Foreign 

U S $ billion 198'^(%) Trade 
H o n g Kong 18.76 33.6 23 .6 
J a p a n 12.66 10.8 15.9 
E C 8,57 4.1 10.8 U S A 7.14 27.7 9 
U S S R & Eas te rn 

Eu rope 4 .83 19.2 6.1 

N u m b e r of Increase Negot ia ted Increase 
Projects on l987 (%) Foreign on I987(';u) 

Inves tment 
( U S $ bi l l ion) 

Jo in t Ventures 3 ,900 180 3.1 60 
Co-operat ive 

enterpr ises 1,580 100 1.6 29 
Exclusively 

foreign-funded 
businesses 410 800 0.48 0.2 

Total 5 ,890 164 5.18 42 .4 

use of foreign funds . Loan 
agreements wor th US$10.2 bil
lion were signed last year , of 
which US$6.5 bil l ion was ac
tua l ly borrowed, an increase of 
30 percent and 13 percent res
pect ively on 1987. 

D u r i n g the year , app l i ca 
t ions to e s t ab l i sh 5,890 
fo re ign - funded en te rp r i s e s 

were given approva l , up 164 
pe rcen t on 1987. These in
volved a negot ia ted foreign in
ves tment of US$5.18 billion 
(42.4 percent up on 1987), with 
US$2.4 billion actual ly being 
put to use (up 12.8 percent) . 

In addi t ion , seven contracts 
for the jo in t explorat ion and 
exp lo i t a t i on of Ch ina ' s off-
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shore oilfields were approved 
during the year with a total 
value of US$58 million in ne
gotiated investment. US$200 
million has actually been put 
to use. 

With improved operat ing 
conditions, a simplification of 
the procedures for examining 
and ratifying foreign-funded 
enterprises, and enhanced ef
ficiency, the use of foreign 
funds had several new charac
teristics in 1988: 

• The number of ener
gy, transport and communica
tions, te lecommunicat ions, 
high-tech and other produc
tive, technologically advanced 
and export-oriented projects 
all increased. 

• Approval was granted to-
410 exclusively foreign-funded 
enterprises, nearly nine times 
as many as in 1987. Overall, 
the figure was 2.2 times grea
ter than the sum total of the 
previous few years. 

• Most foreign-funded en
terprises in operation per
formed strongly. Some 2,600 
foreign-funded enterprises ex
ported goods worth US$1.7 bil
lion, up 98 percent on 1987. 

• With a rise in the pro
portion of medium- and low-
interest, long- and medium-
term loans from foreign gov
ernments and financial organ
izations, and a drop in the 
share of bonds issued abroad 
and commercial loans, the 
structure of China's foreign 
loans improved. 

According to official fi
gures, China has signed loan 
agreements worth US$46.9 bil
lion and used US$33.1 billion 
since the introduction of the 
open policy in 1979. Negotiat
ed foreign investment now to
tals US$25 billion, US$9 bil
lion of which has already 
been used. To date, more than 
15,900 foreign-funded enter
prises have been approved, in
cluding 8,530 Sino-foreign 

joint ventures , 
6,770 co
operative enter
prises and 594 
e x c l u s i v e l y 
f o r e i g n - f u n d e d 
businesses. Near
ly 6,000 of them 
have started oper
ation, 85 percent 
of which are 
generating sound 
economic returns. 
Overseas 
Co-operation 
& Investment 

In 1988, China 
signed 1,650 con
tracts for over
seas projects and 
labour services 
with a total value 
of US$1,832 bil
lion, 5.72 percent more than in 
1987. Actual earnings stood at 
US$1.2 billion, equal to 1987. 
China has now contracted pro
jects and labour services with 
118 countr ies . These have 
largely been in the Middle 
East, Africa and Asia, but its 
American involvement has ex
panded, and labourers are now 
being sent to the Soviet Union 
and Eastern Europe. By the 
end of last year, 68,000 people 
were working overseas on la
bour service contracts. 

The country also established 
168 non-trade businesses 
abroad last year, involving a 
total investment of US$220 
million, 66 percent of which 
was put up by China. 

From 1979-88, China signed 
6,750 contracts worth US$10.1 
billion for projects and labour 
services overseas. Some 300,-
000 workers have been sent 
abroad, and business conduct
ed so far has earned US$5.7 
billion. During the same per
iod, 553 non-trade enterprises 
were set up abroad. Negotiated 

Quality checks for automatic washing machines at the 
Guangzhou Marine Instrument Factory. Liu YUSHENG 

investment for these stands at 
US$2 billion, of which 38.75 
percent has come from China. 

Despite its success, China's 
foreign trade was not without 
its problems last year. With 
the downward delegation of 
foreign trade powers, unequal 
conditions of competition be
tween localities and companies 
and poor management in cer
tain areas, there was occasion
al confusion in some areas. In 
addition, the mushrooming of 
trading companies with inade
quate managements disturbed 
the order in foreign t rade. 
These problems need attend
ing to in 1989. 

Tasks for 1989 
To improve China's econo

mic environment and order 
and deepen the reform pro
gramme, the main tasks for 
China's foreign trade are as 
follows: 

—Strengthening the con
tract responsibility system ac
ross all provinces, municipali-
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statistics for 1988 Socio-Economic 
Development 

I s s u e d b y t h e S t a t e S t a t i s t i c a l B u r e a u o f t h e P e o p l e ' s R e p u b l i c o f C h i n a 

I n 1988, China's national economy developed 
amidst a drive to deepen the reforms and 

accelerate opening up to the outside world. As 
a result, the economic might was strengthened; 
foreign economic exchanges expanded; and ed
ucational, sci-tech, cultural and public health 
undertakings recorded new achievements. Ac
cording to initial calculations, the annual gross 
national product (GNPy" reached 1385.3 bil
lion yuan, an increase of 11.2 percent from 
1987; national income came to 1153.3 billion 
yuan, 11.4 percent more than the previous year. 
The major problems in the economic develop
ment were an overheated social demand, a shar
pening of the contradiction between supply and 
demand and of the structural contradictions, a 
hasty price hike and an evident inflation. Upon 
entering the fourth quarter, many efforts were 
made and some initial results were realized in 
the ongoing drive to implement the policy of 
improving the economic environment and rec
tifying economic order. 

I. Agriculture 
The total agricultural output value in 1988 
reached 561.8 billion yuan, up by 3.2 percent 
over 1987. 

Of the total output value, that of agricul
tural products decreased by 0.5 percent, fores
try increased by 3.8 percent, animal husbandry 
up by 10.5 percent, sideline products up by 10.4 
percent, and fishery up by 11.8 percent. 

Of the output of major agricultural prod
ucts, that of grain, cotton and oil-bearing crops 
dropped by varying degrees, but the production 
of grain and cotton was better than expected. 
The yield of sugar-bearing crops rose markedly, 
reversing the downward trend for two succes
sive years. The acreage of tobacco crops in some 
areas increased too dramatically. The contrad

iction of unbalanced development between agri
culture and the national economy became more 
acute. 

The yield of major agricultural products 
was as follows: 

1988 Increase 
over 

(tons) 1987 (%) 
Grain 394,010,000 -2.2 
Cotton 4,200,000 -1.1 Oil-bearing crops 13,200,000 -13.6 Rapeseed 5,040,000 -23,8 Sugarcane 49,080,000 3.6 Beetroot 13,290,000 63.2 Jute, ambary liemp 1,080,000 -4.8 Cured tobacco 2,330,000 42.4 Silkworm cocoons 440,000 9.3 Tea 540,000 7.2 Fruit 16,620,000 -0.4 

New achievements were made in afforesta
tion. Tasks set for the second phase of the 
project of establishing "shelter forest belts" in 
northwest, north and northeast China were ov
erfulfilled, and the afforestation efforts in the 
coastal areas have reaped initial results. And 
there was marked development in the construc
tion of shelter forest belts in plain areas. But 
wanton felling of trees occurred in some places 
despite repeated prohibition. 

In animal husbandry, the number of live 
pigs rebounded, and there were increases in 
the number of slaughtered pigs. The output of 
meat, poultry, eggs and milk continued to rise. 
The number of herbivorous animals increased 
steadily. But due to a rise of fodder prices, the 
production of live pigs was not stable. 

The output of major animal by-products 
and livestock headage were as follows: 

1988 Increase 
over 

1987 (%) 
Pork, beef and mutton 21,880,000 tons 10.2 Milk 3,690,000 tons 11.7 

I 



Wool 
Pigs slaughtered Large animals at 

year's cud Pigs at year's end Sheep at year's end 

224,000 tons 275_jOOO,000 head 
125,000,000 head 342,000,000 head 201,000,000 head 

7.3 5,2 
2.9 4.4 11.4 

Fishery kept expanding. The output of 
aquatic products was 10.46 million tons, up by 
9.5 percent over the previous year. The total 
catch of freshwater products increased by 11.1 
percent, while that of marine products, by 8.4 
percent. 

There was an improvement in the condi
tions for agricultural production. By the end of 
1988, Jhe aggregate power used by the country's 
farm machinery reached 264.8 biUion watts, a 
6.6 percent increase over the previous year. 
There were 860,000 large- and medium-sized 
tractors, a 1.9 percent drop; 5.98 million small 
and hand tractors, a 12.7 percent increase; 590,-
000 trucks, a 7.5 percent rise; and the power 
used by irrigation and drainage equipment was 
65.5 billion watts, up 4.7 percent. A total of 
21.42 million tons of chemical fertilizers 
were applied throughout the year, up 7.1 per
cent from 1987. The consumption of agricultur
al plastic film reached 337,000 tons, up by 17.5 
percent over the previous year, and that of 
electricity in rural areas was 72.2 billion kwh, 
an increase of 9.6 percent. The irrigation system 
in the countryside was also strengthened. 

The whole rural economy developed to a 
new high. In 1988, the total social output value 
in rural areas was 1207.8 billion yuan, 12.9 
percent up over 1987. Of that sum, the total 
non-agricultural output value went up by 22.5 
percent, bringing its proportion in the total 
rural output value up from 50.4 percent in 1987 
to 53.5 percent. The proportion of total agricul
tural output value went down, however, from 
49.6 percent in 1987 to 46.5 percent. 

II. Industry 
The total industrial output value in 1988 

was 1,810 billion yuan, an increase of 20.7 
percent. The figure would be 1518.1 billion 
yuan if village-run industries are excluded, 17.7 
percent up over the previous year. The output 
value of the state-owned sector went up by 12.7 
percent. The collective sector was up by 28.8 
percent, of which 35 percent was from rural 

enterprises; the private sector, by 46 percent; 
and that of foreign-funded enterprises (Sino-
foreign joint ventures, co-operative enterprises 
and wholly foreign- owned enterprises), by 97 
percent. 

Light industry developed rapidly in 1988. 
Its total output value reached 895 billion yuan, 
a 22.6 percent increase over the previous year. 
Those light industries with non-agricultural 
products being raw materials developed espe
cially rapidly, and the production of various 
kinds of durable expensive consumer goods in
creased more quickly.' Heavy industry grew at a 
high rate, too, with its total output value reach
ing 915 billion yuan, up by 18.8 percent over 
1987. Processing industries grew far more rap
idly than power and raw material industries, 
further aggravating the structural contradiction 
in industrial production. 

The output of major industrial products 
was as follows: 

1988 Increase 
over 

1987 (%) 
Cotton yarn 4.54 million tons 3.9 
Cloth 17.6 billion metres 1.7 
Woolen fabrics 265 million metres same 
Machine-made paper 

and paper board 12.1 million tons 6.0 
Sugar 4.55 million tons -10.0 
Crude salt 22 million tons 24.7 
Cigarettes 30.95 million crates 7.4 
Synthetic detergents 1.29 million tons 8.2 
Daily aluminium 

wares 85.7 thousand tons -19.0 
Bicycles 41.22 million 0.1 
TV sets 24.85 million 28.5 

of which colour 
sets 10.28 million 52.8 

Tape recorders 23.44 million 18.5 
Cameras 2.92 million 13.8 
Household washing 

machines 10.46 million 5.6 
Household 

refrigerators 7.4 million 84.4 
Energy production 

(in terms of 
standard fuel) 951 million tons 4.2 

Crude coal 970 million tons 4.5 
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Crude oil 137 million tons 2.2 
Electricity 543 billion kwh 9.2 

of which 
hydro-electricity 108 billion kwh 8.0 
Steel 59.18 mill ion tons 5.2 
Rolled steel 46.98 million tons 7.0 
Cement 203 million tons 9.1 
Timber 63 million cubic metres -1.7 
Sulphuric acid 10.98 million tons n . 7 
Soda ash 2.59 million tons 9.6 
Chemical 
Fertilizers*'" 17.67 million tons 5.7 
Chemical insecticides'^* 194,600 tons 20.7 
Capacity of 

power-generating 
equipment 10.97 mill ion kw 16.6 

Machine tools 200,000 16.1 
of which numerical 
controlled and high-
precision machine tools 3,920 0.3 

Motor vehicles 646,700 37.1 
Tractors 52,100 40.4 
Locomotives 843 -7.3 
Steel ships for 

civilian use 1,407,000 tons -20.7 

In the budget of 1988, profits and taxes of 
the state-owned industrial enterprises totalled 
155.8 billion yuan, a 17.4 percent increase over 
the previous year. The turnover period for 
working funds was shortened to 97 days from 
104 days of the preceding year. The per-capita 
productivity was up 9.3 percent from that of the 
year before. The quality of most products was 
stable, and energy consumption continued to 
drop. Industrial departments saved 30 million 
tons of energy, and the rate of saving energy 
has reached 5.6 percent. Production costs of the 
comparable products of state-owned industrial 
enterprises increased 12.3 percent, and the losses 
of those enterprises which have operated in the 
red rose 26.6 percent. 

The reform of industrial enterprises 
achieved new results. There were 9,024 large 
and medium-sized state enterprises that pur
sued the contract management responsibility 
system in 1988. Their profits and taxes jumped 
20.8 percent above those of the previous year. 
Some enterprises began to experiment with the 
issuing of joint-stock. By the end of 1988, there 

had been 10,804 horizontal associations among 
industrial enterprises above the county level. 

III. Investment in Fixed Assets 
and Construction 

The country's total investment in fixed as
sets in 1988 was 431.4 billion yuan, up 67.3 
billion yuan or 18.5 percent from the previous 
year. After deduction of the price factors, the 
amount of work increased slightly. Of the total, 
269.5 billion yuan (up 17.3 percent) went to 
state-owned enterprises; 62.1 billion yuan (up 
13.5 percent) to collectively owned enterprises; 
and private investment was 99.8 billion yuan, a 
25.4 percent growth. However, the overall scale 
of investment in projects under construction 
was still too great. It was about 1,300 billion 
yuan, up 12 percent from 1987. This was mainly 
because too many unimportant projects were 
started, and investments outside the budget in
creased greatly. Efforts to check up on projects 
under constructin have made some progress. 
Investment projects that were cancelled or post
poned numbered more than 14,400, thus leading 
to an investment cutback of 44.2 billion yuan in 
the next few years. 

The capital construction investment in the 
units of public ownership was 154.3 billion 
yuan, up 14.9 percent from the previous year. 
There were some changes in the investment 
structure. Of the total investment in capital 
construction, 37.1 billion yuan went to energy 
industrial departments, increasing to 24 percent 
from 22.5 percent in 1987; the raw materials 
industrial departments concluded investments 
of 20.6 billion yuan, decreasing to 13.4 percent 
from 14.6 percent in the year before; and tran
sportation and telecommunication departments 
completed investments of 21.8 billion yuan, de
creasing to 14.1 percent from 15.3 in 1987. De
partments of light industry and textiles 
wrapped up investments of 6.2 billion yuan; 
the agricultural departments completed invest
ments of 7.1 billion yuan; cultural, educational 
and sanitation departments concluded 9,5 bil
lion yuan of investments, and the proportion of 
investment in all these departments decreased 
in comparison with that of the year before, 
Oommerciai and financial departments' con
struction investments were 8.4 billion yuan, and 

III 



DOCUMENTS 

the proportion ran up to 5.5 percent from the 
5.1 percent of the preceding year; and urban 
construction departments saw through to the 
end investments of 9.4 billion yuan, and the 
proportion rose to 6.1 percent from 5.9 percent 
in 1987. 

In the investment in capital construction, 
production construction accounted for 103.3 bil
lion yuan, and the proportion increased to 66.9 
percent from 65.5 percent in 1987; the invest
ment in non-production construction was 51 
billion yuan, and the proportion was reduced to 
33.1 percent from 34.5 percent of the previous 
year. However, the investment in office build
ings, halls and hotels greatly increased. 

An investment of 42.1 billion yuan was put 
into 203 key projects organized by the state and 
given a reasonable construction schedule, up 
16.3 percent from figures of the year before. 
Altogether 78 large and medium-sized projects 
and 138 single items in capital contruction were 
completed and put into operation. Some key 
power stations, coal mines, railways, ports and 
scientific reaserch projects were completed and 
put into operation. This has added a follow-up 
capability to modern construction. 

Newly added production capacities in cap
ital construction projects include: 9.99 million 
kw of power generating capacity, 30.9 million 
tons of coal, 15.77 million tons of crude oil 
(including capacities added through oilfield re
novation and transformation or other invest
ments), 600,000 tons of ethylene, 2.46 million 
tons of cement, 7.92 million standard boxes of 
plate glass, 419 km of newly built railways that 
have been put into operation, 820 km of double-
track railways, 1,487 km of electrified railways 
and 8.78 million tons of port-cargo handling 
capacity. 

The technological transformation of enter
prises advanced steadily. State-owned units in
vested 95.5 billion yuan in updating equipment 
in 1988, a 25.8 percent increase over that of the 
previous year. The figure represented an in
crease in its proportion to the total investment 
made by the state-owned units to 35.4 percent 
from 33 percent of the previous year. Of this 
amount, 37.5 billion yuan was invested in ex
panding production capacity, an increase of 
37.4 percent; 13.5 billion yuan in increasing the 
variety of products, a hike of 24.1 percent; 4.9 
billion yuan in improving product quality, an 

increase of 14.8 percent; and 3.1 billion yuan in 
reducing energy consumption, up 18.8 percent. 
A total of nearly 40,000 projects to re-equip and 
transform enterprises were completed and put 
into operation, adding 63.4 billion yuan to fixed 
assets. 

Reforms in the building industry deepened. 
The contract responsibility system was applied 
to 119,000 projects undertaken by state-owned 
construction enterprises, accounting for 83.2 
percent of the country's total. Their construc
tion area was 170 million square metres, ac
counting for 85.6 percent of the overall total. Of 
these, the projects and construction area that 
were contracted through bidding respectively 
accounted for 21.6 percent and 28.6 percent of 
the totals. In 1988, the total industrial value of 
the state-owned building industry increased by 
1.7 percent over the year before, and the per-
capita productivity rose 1.8 percent. However, 
there was holdup in the work through poor 
organization and failing enterprises increased. 

Geological surveys made new progress. In 
1988, 281 major mineral bases were discovered 
or reported new progress. Verified reserves of 
55 kinds of minerals increased, including 9.3 
billion tons of coal, and 760 million tons of iron 
ore. Gold reserves increased, too. Surveys and 
explorations of oil and natural gas made 
marked progress as well. 

IV. Transport, Post and 
Telecommunications 

Communications and transportation furth
er developed in the drive to step up work and 
tap some hitherto latent power. 

Transport services were as follows: 

1988 •Increase 
over 

(billion) 1987 (%) 
Cargo 2,335.5 ton/km 5.1 

Railway 987.6 ton/km 4.3 Highway 287.1 ton/km 9.5 Waterway 996,4 ton/km 4.8 Air 0.74 ton/km 12.1 Petroleum and 
gas pipelines 63.7 ton/km 2.0 

Passengers 606.0 persons/km 12.1 Railway 326.0 persons/km 14.7 
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Highway Waterway Air 
Volume of cargo 

handled at major 
seaports 

1988 

238.2 persons/km 20.4 persons/km 21.4 persons/km 

0.436 tons 

increases 
above 

1987 (%) 
8.8 2.5 14.9 

10.0 
By tapping the potential the railway de

partments extended the marshalling of passen
ger trains and put more trains into operation. 
The highway departments released the burdens 
of the railway by actively carrying out 
long-distance passenger transport. The inter-
province passenger lines of highway have 
reached more than 2,500. 

Transport's economic results were further 
improved, while transportation efficiency was 
continuously raised. The average daily produc
tivity of each cargo locomotive was 829,000 
tonsffikm, 1 percent above the previous year. 
The railway's income increased 6.9 percent, 
while its labour productivity rose by 5 percent, 
compared with the previous year. Container 
transport developed quite rapidly. The year's 
total volume of containers by railway and wat
erway was 16.51 million tons, an increase of 8 
percent over 1987. However, the fact that tran
sportation did not suit the needs of economic 
development aggravated, as the railway trans
ports have been overloaded for a long time. 
Traffic accidents occurred quite often. 

Post and telecommunications kept pro
gressing. Business transactions in 1988 totalled 
4.91 billion yuan, a 26.3 percent increase over 
1987. The year-end number of telephone users 
in urban areas amounted to 3.62 million, an 
increase of 23.5 percent compared with the end 
of 1987. 

V. Domestic Commerce, 
Supply and Marketing 

Commodities sales increased greatly. The 
value of the country's 1988 retail sales totalled 
744 billion yuan, a 27.8 percent increase over 
the previous year. When price hike was taken 
into account, the actual increase was 7.9 per
cent. Of the total, the retail sales of agricultural 
means of production was 89.9 billion yuan, a 
rise of 27.5 percent; the value of consumer 

goods was 654.1 billion yuan, up 27.9 percent; 
the value of consumer goods sold to institutions 
was 66.5 billion yuan, 20.3 percent above 1987. 

Different commercial enterprises all devel
oped. The retail sales volume of state-owned 
commercial enterprises was up by 29.9 percent; 
that of co-operatives rose 27.9 percent, and that 
of the enterprises of other collective owner
ships, joint ownerships and individual owner
ships went up by 21.2 percent, 27.7 percent and 
30 percent respectively. The retail sales volume 
of goods that farmers sold to non-agricultural 
people increased by 29.1 percent. 

The retail sales volume of various consu
mer goods increased generally. Increases includ
ed food, 28.2 percent over the previous year; 
clothing, 21.4 percent; and articles of daily use, 
31.3 percent. When price increases are factored 
in, the percentages were 4.3 percent, 7.7 percent 
and 13.2 percent respectively. Affected by infla
tion and the shopping rush, the retail sales 
volume of m i v consumer goods overgrew. 
Among these goods, grain was up by 8 percent; 
salt, 20 percent; soap and detergents, more than 
20 percent; TV sets, recorders, electric fans, 
washing machines, refrigerators and other en
during consumer goods, somewhere between 20 
percent and 50 percent. 

Retail prices rose sharply. The general re
tail price level in 1988 increased by 18.5 percent 
above 1987 (26.7 percent in December, com
pared with the corresponding period in 1987). 
In urban areas, prices went up by 21.3 percent, 
and in the countryside, 17.1 percent. Prices of 
food stuffs rose by 23 percent, including those 
of grain, 14.1 percnet; meat, poultry and eggs, 
36.8 percent; fresh vegetables, 31.7 percent; 
aquatic products, 31.1 percent. The cost of 
clothes went up by 12.7 percent; articles of 
everyday use, 12.2 percent; medicine and med
ical articles, 24.8 percent; fuel, 16.1 percent; 
and agricultural means of production, 16.2 per
cent. 

The general level of living cost for workers 
and staff in 1988 went up by 20.7 percent over 
the previous year. 

There was an overwhelming demand for 
means of production. In 1988 the various means 
of production sold by the country's material 
departments valued 236.2 billion yuan, an in
crease of 51 percent over the year before, ac
tually 24.3 percent when price hike is factored 
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in. Rolled steel sold by the material depart
ments was 39.66 million tons, 16.4 percent over 
1987; timber, 29.66 million cubic metres, up 
14.3 percent; and coal, 270.15 million tons, up 
8.8 percent. The price of the means of produc
tion rose greatly. In 1988 the general price 
index of 15 major means of production handled 
by the material departments increased by 21.5 
percent over the year before, including rolled 
steel, 21 percent; copper, 50 percent and alumi
nium, 38.6 percent. 

The main problems involved in market 
management included some disorder, a growth 
in illegal businesses and an arbitrary price hike. 
Because of inflation and a sharp price hike, 
market stability was affected, and quite a few 
big shopping rushes happened in succession 
during the year, making the shortage of some 
commodities worse. However, the fourth season 
saw the momentum of price hikes weaken. 

VI. Foreign Trade a. Tourism 
According to Customs statisitics, China's 

1988 total import and export value amounted to 
US$102.79 billion, a 24.4 percent increase over 
1987. Exports totalled US$47.54 billion, up 20.6 
percent; and imports, US$55.25 billion, up 27.9 
percent. When aid and donations, the process
ing of imported materials and foreign invest
ment in the form of cargoes were deducted, the 
trade deficit was US$3.09 billion. 

In 1988 the nation's non-trade foreign ex
change income was US$6.61 billion, 22 percent 
more than in the previous year; expenditure, at 
US$2.7 billion, was up 31.8 percent. Income 
was US$3.91 billion more than expenditure. 

More foreign capital was used. In 1988 the 
nation used US$9.84 billion, 16.4 percent more 
than in 1987, including US$2.62 billion directly 
invested by foreign businessmen, up 13.1 per
cent. 

In 1988, contracts for overseas projects 
and labour.service signed by China were worth 
US$1.83 billion, a 10.6 percent rise over 1987; 
business volume amounted to US$1.2 billion, 
a slight decrease compared with the previous 
year. 

The tourist industry made distinct pro
gress. In 1988, the country received 31.69 mil
lion tourists and visitors from 168 countries 

and regions, 17.8 percent more than in 1987. 
Foreign exchange earned through tourism 
reached US$2.22 biUion, up 19.2 percent. 

VII. Education, Science and 
Teciinology, and Culture 

In 1988, 36,000 postgraduates were en
rolled over the nation, and those who were 
already working on a degree amount to 113,000, 
dropping 5 percent from 1987. General colleges 
and universities enrolled 670,000 undergrad
uates and students in special courses, and the 
total number of students reached 2,066 million, 
increasing 5.5 percent. Graduates accounted 
for 554,000. Adult colleges and universities en
rolled 698,000 undergraduates and students in 
special courses. The total number of students at 
this level was 1.728 million, dropping 7 percent. 

Vocational and technical secondary educa
tion also saw developments. Various vocational 
and technical schools had 5.557 million students 
(including 1.164 million students of technical 
schools), making up 42.7 percent of 13.016 mil
lion, the total number of senior middle school 
students. Students of adult vocational secon
dary schools amounted to 1.798 million, and 
those of adult technical training schools, 9.33 
million. 

There were 40.155 million junior middle 
school students and 125.358 million elementary 
school pupils. A total of 1,326 counties have 
passed the inspection requirements on universal 
elementary education. Certain progress was also 
made in special education for slow and handi
capped children. However, the number of stu
dents who quit school increased in a few re
gions. 

Science and technology developed rather 
quickly. Within the year, the prizes approved 
by the state for inventions amounted to 217; for 
promoting science and technology, 513; and for 
the Sparkle Programme, 138. 

Various scientific and technological pro
grammes initiated by the state were comprehen
sively developed, with key projects attaining 
outstanding achievements. There were 30 key 
industrial experimental projects and 21 key la
boratory projects that were checked and accept
ed. High-tech programmes got under way. The 
Torch Plan, which aims to promote the com-
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mercialization and industrialization of high 
and new technology products, and the state's 
important trial production plan of new prod
ucts began to be carried out. The Sparkle Plan 
continued to play an important part in devel
oping the rural economy. The State Natural 
Sciences Foundation approved 2,983 scientific 
research projects and provided a sum of 116 
million yuan, which played an active role in 
developing basic research and applied research. 
The successful launch of the practical telecom
munication satellite makes China the third 
country in the world that can independantly 
launch a solar synchronous satellite. The com
pletion of the Beijing Electron-Positron Colli
der and the successful space exploration test 
first made by a rocket in low-latitude regions 
illustrate the remarkable progress made in cer
tain aspects of the Chinese high technology 
field. The state seed resource banks kept a stock 
of 125,000 sorts of seed, and 169 major new-
assortments of crops were developed. A com
prehensive way of tackling the middle- and 
lower- production regions along Huanghe (Yel
low) River, Huaihe River and Haihe Rivers was 
worked out. New progress made in developing 
eleven important equipments, which include 
the Daqin train for heavy loads, and the second 
phase of the Baoshan Steel Plant project, show 
that a number of significant scientific and tech
nological achievements have played important 
roles in economic construction. 

Basic scientific and technological work re
lated to economic construction and manage
ment of social life were intensified. By the end 
of 1988, the state had established 132 measur
ing critera, 261 first-standard objects and 13,-
841 state standards of various products, of 
which 38.5 percent adopted international stan
dards. The departments of meteorology, mar
ine and seismology provided the economic con
struction and people's life with a great amount 
of data and information, which are helpful to 
the development of the social economy. 

Patent work increased, and the technology 
market was brisk. A total of 11,500 items were 
patented, increasing 68.8 percent over 1987; 
technological contracts signed amounted lo 
247,000, increasing 87.7 percent; and the vol
ume of business reached 7 billion yuan, increas
ing 109 percent. 

The topographic departments surveyed and 

drew 26,000 maps of various scales last year for 
the nation, published 307 kinds of maps, the 
total impression being 74.4 million copies. 

Scientific and technological teams expand
ed, and a mass scientific and technological 
movement was gradually launched. Profession
al technicians in state-owned units amounted to 
9.6 million (excluding those in social sciences), 
increasing 8 percent from 1987. There were 
5,700 state-owned independent research and de
velopment institutions above the county lev
el with 1.1 million workers and staff, among 
whom 380,000 are scientists and engineers. 
About 85 percent of the townships over the 
nation established associations for universaliz
ing science, and the members totalled 4T6 mil
lion. 

The cultural cause was prosperous. Last 
year saw a production of 158 feature films, a 
release of 227 new (or long) films and 31 films 
being awarded 35 prizes in international film 
festivals. Over the nation, there were 162,000 
various film-showing units, 2,998 art troupes, 
2,975 cultural centres, 2,479 public libraries, 
893 museums, 3,356 archives, 461 broadcasting 
stations, 645 radio transmitters and relav sta
tions, 422 television stations, and 811 television 
transmitters and relay stations with a capacity 
of over one kilowatt each. National and provin
cial newspapers issued 20.64 billion copies; var
ious magazines, 2.66 billion copies; and books, 
6.28 billion copies. 

VIII. Public Health and Sports 
Medical conditions continued to improve. 

By the end of 1988, the beds in hospitals 
throughout China reached 2,503,000, a 4.1 per
cent increase from that of the previous year. 
There were 3,724,000 prefessional medical per
sonnel, an increase of 3.2 percent, including 
1.618,000 doctors, of these, 1,096,000 were doc
tors of traditional Chinese and Western medi
cine, an increase of 9.2 percent. Nurses num
bered 829,000, an increase of 15.6 percent. 

Prevention and health work was streng
thened. Prevention and control of infectious 
and contagious and chronical disea.ses gained 
new achievements. The rate of infectious and 
contagious incidence decreased by 10.8 percent 
compared with that of the previous year. Ac-
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ross the country, 12 provinces or municipalities 
reached the planned standard of immunity and 
inoculation. Medical supervision and monitor 
work was strengthened. But the shortage of 
medical services and medicine in the country
side still existed. 

Sports also had great achievements. In 
1988, the athletes of China captured a total of 
54 world titles, broke or surpassed 33 world 
records, and broke 138 national records for 233 
times. At the 24th Summer Olympic Games, 
Chinese athletes took five golds, 11 silvers and 
12 bronzes. Mass participation of physical cul
ture and sports took on new dimensions. The 
first All-China Farmers' Sports Meet and City 
Sports Meets were held in succession. 

iX. Living Standards 
In 1988, the per capita income on living 

expenses among urban residents was 1,119 
yuan, a 22.2 percent increase from that of the 
previous year. Considering rising prices, the 
actual rate of increase was 1.2 percent. But, due 
to various reasons, the gap between people's 
income was a bit enlarged. According to a sam
pling survey in 13 cities, the income of 34.9 
percent of families actually decreased purely 
because of the price hike. Farmers ' pure income 
per capita was 545 yuan, an increase of 17.7 
percent; the increase rate was 6.3 percent after 
deducting price hikes in commercial expenses. 
Of this pure income, 493 yuan was from prod
uction, a 17.8 percent increase. 

With the development of reforms in the 
labour system, more people received jobs. In 
1988, 3,610,000 urban people were recruited. 
By the end of the year, the number of workers 
nationwide was 135,730,000, 3,590,000 more 
than that of the previous year. Total annual 
income for these workers was 229.7 billion 
yuan. This was an increase over the previous 
year of 41.6 billion yuan, 22.1 percent. 

The contract labour system developed 
steadily. By the end of the year, there were 
9,920,000 contracted workers in state-owned en
terprises, 2,570,000 more than 1987. Urban self-
employed workers reached 6,330,000, an in
crease of 640,000. 

People's deposits increased. By the end of 

1988, the remaining sum of the deposits was 
380.7 billion yuan, 73.2 billion yuan more than 
in 1987 and an increase of 23.8 percent. 

Housing conditions also improved. In 1988, 
190 million square metres of houses were built 
in urban areas, and 880 million in rural areas. 

Social welfare undertakings developed as 
well. There were throughout the country 710,-
000 beds in welfare homes of various kinds, 
caring for 580,000 people. These figures in
creased respectively by 9.4 percent and 12 per
cent over 1987. State relief helped 41.56 million 
people. In China, 14.8 percent of the towns had 
set up a rural social security system. Social 
services in urban areas also developed rapidly. 
A total of 74,580 small-sized social services was 
put into use. 

The insurance business also saw gains. In 
1988, the total assets of various insurance pro
perties reached 1,797 million yuan, an 18.8 per
cent increase. Property insurance covered 72,-
160,000 families, and 158,670,000 people took 
part in life insurance. Domestic property insur
ance dealt with 2,620,000 compensation cases 
and paid out 4.3 billion yuan. 

X. Population 
The birth rate of China in 1988 was 20.78 

per thousand, and mortality rate, 6.58 per thou
sand. The natural growth rate of was 14.2 per 
thousand. By the end of the year, the population 
was 1,096,140,000. This was 15,410,000 more 
than that of the previous year. 

Now, China is still facing a baby boom. 
Women of child-bearing age are increasing, and 
family planning is still very difficult to accom
plish. 
Notes: All the figures in this communique are preliminary. 
Taiwan Province is not included. The listed total output 
value, gross national product (GNP) and national income 
are calculated according to the prices of the same year, and 
the increasing rate, according to the comparable prices. 
(1) The GNP refers to the increased value in material and 
non-material producing sectors and net income from abroad. 
The value of products and labour services consumed by 
intermediate units are not included. 
(2) This is calculated according to 100 percent of effective 
composition. 
(3) This includes the total output value of agriculture and of 
collectively and privately owned rural industries, construc
tion, transport and commerce. 
(4) and (5) These are all calculated according to the 100 
percent of effective composition. 
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Interim Regulations on Private 
Enterprises of the People's Republic 

of China 
C h a p t e r 1 : G e n e r a l P r o v i s i o n s 

Article 1 
These regulations aire formulated for the 

purpose of encouraging and guiding the healthy 
development of private enterprises, protecting 
the lawful rights and interests of private enter
prises, strengthening supervision and adminis
tration, and promoting the development of the 
socialist planned commodity economy. 
Article 2 

"Private enterprise," for the purposes of 
these interim regulations, means those econo
mic organizations whose assets are owned by 
individuals and which have eight or more em
ployees and are intended to be profit-making 
enterprises. 
Article 3 

A private economy complements the social
ist pubhc ownership economy. The state pro
tects the lawful rights and interests of private 
enterprises. 

All the operating activities of a private 
enterprise shall comply with provisions of na
tional laws, regulations and policies. 
Article 4 

Employees of private enterprises may set 
up union organizations according to law. The 
employees' lawful rights and interests are pro
tected by national law. 

Article 5 
Private enterprises may organize private 

enterprise associations. 

C h a p t e r 2 T y p e s o f P r i v a t e 
E n t e r p r i s e s 

Article 6 Private enterprises are divided into 
the following three types: 

(1) Sole investment enterprises 
(2) Partnership enterprises 
(3) Limited liability companies 

Article 7 
Sole investment enterprise means an enter

prise invested in and operated by one person. 
The investor in a sole investment enterprise 

shall assume unlimited liability for the enter
prise's debts. 
Article 8 

Partnership enterprise means an enterprise 
in which the investment, cooperation and prof
its or losses are shared by two or more persons 
in accordance with the agreement. 

A partnership enterprise shall have a writ
ten agreement. 

Partners shall assume joint unlimited li
ability for the enterprise's debts. 
Article 9 

Limited liability company means a com

ix 



pany in which an investor shall assume liability 
according to the amount of his investment, and 
in which the company shall assume liability for 
its debts according to the total investment. 

A limited liability company shall be in 
accordance with the following provisions: 

(1) The company's name shall include a 
word indicating limited liability company or 
limited company; 

(2) It shall have a company's constitution 
in accordance with the rules of these regula
tions; 

(3) It shall have between two and 30 inves
tors; 

(4) The registered capital shall gain its 
legal certificate; 

(5) When one of the investors wants to 
transfer possession of his investment, he shall 
obtain the other investors' agreement; if there 
are more Ufan three investors, it shall be agreed 
upon by more than half of them. 

(6) It shall not decrease its registered capi
tal; 

(7) Stock shares can not be distributed. 
If a limited liability company has more 

than 30 investors, it shall make a special report 
to the administrative bureau for industry and 
commerce, and may register only after gaining 
permission. 
Article 10 

A Umited liability company shall be grant
ed legal person status according to law. 

Chapters Establishment and 
Dissolution of a Private Enterprise 

Article 11 
The following people can apply for opening 

a private enterprise: 
(1) Peasants in villages; 
(2) Waiting-for-job people in cities and 

towns; 
(3) Individual business people; 
(4) People who have resigned or quit other 

jobs; 
(5) Some retired people and others with the 

permission of the national law, regulations and 

policies. 
Article 12 

Within the provision of national laws, regu
lations and policies, a private enterprise can 
operate the following types of business: indus
try, construction, communications and tran
sportation, commerce, catering trade, service 
trade, repair shop, scientific and technological 
consulting firm and so on. 

A private enterprise is not permitted to do 
business in war industry, finance, or other fields 
prohibited by the government. 
Article 13 

A private enterprise shall meet the follow
ing conditions in order to apply for a license: 

(1) Capital and employees must be in cor
respondence with the scales of its operation and 
service; 

(2) Regular management office and neces
sary facilities; 

(3) Business scope permitted by the nation
al law, regulations and policies. 
Article 14 

The constitution of a limited liability com
pany shall include the following items: 

(1) The company's name and address; 
(2) The company's aim and business scope; 
(3) Registered capital and the amounts of 

investment by each party; 
(4) Investors' names and addresses as well 

as their rights and duties; 
(5) The company's organizational struc

ture; 
(6) The company's conditions of disband-

ment; 
(7) Conditions of an investor's capital as

signment; 
(8) Methods of profit distribution and loss

es sharing; 
(9) Procedures of revision of the company's 

constitution; 
(10) Other items that need to be declared. 

Article 15 
A private enterprise that applies for regis-
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tration shall present pertinent certificates to the 
local administrative bureau for industry and 
commerce. A business license shall be issued 
after examination and approval by the bureau, 
and then the enterprise can begin to do busi
ness. 
Article 16 

When a private enterprise desires to divide 
or to merge, assign registered capital or change 
its business scope, it shall go through proce
dures for registering the changes with the 
administrative bureau for industry and com
merce. 
Article 17 

If a private enterprise decides to close its 
business, it shall, 30 days in advance of closing, 
apply to the local administrative bureau for 
industry and commerce, which will nullify its 
registration after examination. 

A private enterprise shall clear its property 
and pay its debts before closing. 
Article 18 

When a private enterprise goes bankrupt, it 
shall clear insolvences and pay debts. A specific 
regulation covering this will be produced separ
ately. 
Article 19 

A private enterprise with a legal person 
status can register, register for changes or can
cel its registration according to Regulations on 
Registration and Administration of Enterprise 
Legal Person of the People's Republic of China. 

Chapter 4 Rights and Duties of Private 
Enterprises 

Article 20 
Investors in private enterprises have the 

proprietary rights of their property, which can 
be inherited according to law. 

Article 21 
Private enterprises have the following 

rights in their business operations: 
(1) The registered name has exclusive 

rights within certain limits; 
(2) It may be self-managing within the 

limit of the registration; 
(3) Deciding on the enterprise's organiza

tional construction, and employing or dismiss
ing its workers. 

(4) Deciding on the enterprise's wage sys
tem and profit distribution; 

(5) Deciding on the prices of the enterpris
e's products; 

(6) Signing contracts; 
(7) Applying for patents and registered tra-

demath. 
Article 22 

According to national law, private enter
prises may set up joint ventures and cooperative 
enterprises with foreign companies or other eco
nomic organizations or individuals, and they 
may contract for processing on order or on 
pattern and for assembly. They may also do 
compensation trade. 
Article 23 

Private enterprises shall fulfill the follow
ing obligations in their business operations: 

(1) Abide by national laws, regulations and 
policies; 

(2) Pay taxes according to law; 
(3) Submit to supervision and administra

tion of the state organizations concerned. 
Article 24 

A private enterprise shall open an account 
with a bank or other financial organization 
according to national regulations concerned. It 
may apply for a loan if it meets relative provi
sions. 
Article 25 

No units, except those provided for by na
tional laws and regulations, have the right to 
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ask a private enterprise to provide financial or 
material support, or manpower in any form. 

A private enterprise has the right to re
fuse any apportions, which the administrative 
bureau for industry and commerce has the right 
to prevent. 
Article 26 

No one may take away or revoke a private 
enterprise's Business License of Enterprise's Le
gal Person or Business License except the ad
ministrative bureau for industry and com
merce, under procedures prescribed by law. 

Chapter 5 Labour Management of 
Private Enterprises 

Article 27 
Private enterprises must recruit workers 

according to the principles of equality, self-
willingness and mutual agreement through con
sultation and sign a written labour contract in 
which the rights and obligations of both sides 
are made clear. 

The labour contract should be on file at the 
local labour administrations. 
Article 28 

The labour contract shall include the fol
lowing items: 

(1) Requests for the quality and quantity 
of a worker's labour; 

(2) Time limit of the contract; 
(3) Working conditions; 
(4) Payment for labour, insurance and wel

fare; 
(5) Regulations for working; 
(6) Responsibilities for violations of the 

labour contract; 
(7) Other items agreed upon by both sides. 

Article 29 
Labour disputes in private enterprises shall 

be solved according to the Interim Provisions 
Concerning the Solution of Labour Disputes in 
State-Run Enterprises. 

Article 30 
Private enterprises must carry out the state 

provisions concerning labour protection, esta
blish necessary regulations, provide labour se
curity and sanitary facilities to guarantee the 
security and health of the workers. 

Private enterprises must apply for insur
ance for the health and security of their work
ers. 

The private enterprises should conduct so
cial insurance for the workers if possible. 
Article 31 

Private enterprises shall observe an eight-
hour workday. 
Article 32 

Private enterprises must not recruit child 
labourers under the age of 16. 
Article 33 

A private enterprise's trade union has the 
right to represent the workers to sign a collec
tive contract with the enterprise. The union 
protects the legal rights of the workers and 
supports the production and management of the 
enterprise. 

Chapter 6 Finance and Tax on Private 
Enterprises 

Article 34 
Private enterprises must apply to the local 

tax authorities for tax registration within 30 
days after receiving the Business License of the 
Enterprise Legal Person or the Business Li
cense. 
Article 35 

Private enterprises must accord with state 
law on finance and accounting provisions of tax 
authorities to establish a sound financial and 
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accounting system, provide accountants, set up 
an account book, file financial returns, fulfill 
strictly the obligations of paying taxes and sub
ject themselves to supervision and checking by 
tax authorities. 
Article 36 

The salary of the director (manager or 
chairman of the board) of a private enterprise 
shall be within the limit of 10 times as much as 
the average salary of the workers of the enter
prise. 
Article 37 

Income taxes of the private enterprises 
shall be imposed in accordance with provisions 
of the Interim Regulations of the People's Re
public of China Concerning the Income Tax of 
Private Enterprises. 
Article 38 

The amount of money from after-tax prof
its used to expand production must not be less 
than 50 percent. Enterprises that have to draw 
less than 50 percent for special reasons must get 
the permission of the tax authorities. 

The fund for developing the private enter
prise can be used to expand the enterprise's 
production, invest in other enterprises, pay 
back loans or compensate for losses of the en
terprise. If the fund is used for other purposes, 
it must be with the permission of tax authori
ties. 
Article 39 

Investors' income from salaries and money 
distributed from the after-tax profits shall be 
levied on the adjusted taxes on individual in
come. 

Chapter 7 Supervision and 
Punishment 

Article 40 
Administrative bureaus for industry and 

commerce should strengthen administrative 
management and supervision of private enter
prises, protect their legal business and investi
gate and punish illegal business activities. 

Every authority and concerned department 
should, according to state provisions, provide 
guidance and help for the private enterprises' 
management and business. 
Article 41 

Private enterprises that have one of the 
following will be warned, fined, have illegal 
gains confiscated, be ordered to stop and rectify 
the enterprise or have their business license 
revoked by the administrative bureaus for in
dustry and commerce, according to the serious
ness of the case: 

(1) Withholding the truth or making false 
statements on registration or starting business 
without getting permission; 

(2) Engaging in business outside the regis
tered scope of business or refusing to alter the 
registration, re-register or cross out registration 
in accordance with provisions; 

(3) Forging, altering, renting, transferring, 
selling or duplicating a Business Licence; 

(4) Engaging in illegal business activities. 
Private enterprises that have qualified as a 

legal person will be punished according to the 
Regulations of the People's Republic of China 
Concerning the Registration and Management 
of the Enterprise Legal Person if they violate 
regulations concerning registration and man
agement. 
Article 42 

Private enterprises that have one of the 
following will be warned or fined by the author
ities for labour administration according to the 
seriousness of the case: 

(1) Engaging in production or business 
without following the state provisions concern
ing labour protection; 

(2) Recruiting child labourers; 
(3) Infringing upon the workers' legal 

rights. 
Article 43 

Private enterprises that violate Article 38 
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of these Regulations will be warned or fined by 
the tax authorities according to the seriousness 
of the case. 
Article 44 

A private enterprise that refuses to accept 
punishment decided by an administrative or
ganization according to Article 41 and Article 
42 shall apply to the next higher authority for 
reconsideration within 15 days after receiving 
the notice. The next higher authority shall 
make a decision within 30 days after receiving 
the application. The applicant may again ap
peal by bringing suit in the people's courts 
within 30 days after receiving the notice. 

The punishment shall go into effect if the 
private enterprise fails to apply for reconsider
ation or bring a suit in the people's courts 
within the time limit. 
Article 45 

Private enterprises will be punished ac
cording to law if they violate state law or regu
lations concerning taxes, resources, industri
al and commercial administration, prices, fi
nances, measurements, quality, hygiene or en
vironmental protection. 

Article 46 
Staff members of the administrative au

thorities who violate these Regulations, abuse 
their power, practice favouritism, irregularities 
or bribery, or infringe private enterprises' le
gal rights will face disciplinary sanctions or be 
fined. If they violate criminal law, they will be 
investigated to determine responsibility for a 
crime. 

C h a p t e r 8 S u p p l e m e n t a r y P r o v i s i o n s 

Article 47 
The right to interpret these Regulations 

resides with the State Administrative Bureau 
for Industry and Commerce. Rules for imple
mentation will be drawn up by the State Ad
ministrative Bureau for Industry and Com
merce and other appropriate departments. 
Article 48 

These Regulations shall go mto effect on 
July 1, 1988. 

• 

Provisions of the State Council 
Concerning the Levy of the 

Adjustment Tax On Individual Income 
of Investors in Private Enterprises 

Article 1 
Article 2 

These provisions are formulated for the 
purpose of adjusting the individual income of The salary of investors participating in the 
investors in private enterprises and encouraging management of private enterprises is subject to 
investors to expand production. the adjustment tax according to the Interim 
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Regulations of the People's Republic of China 
on the Adjustment Tax on Individual Income. 
Article 3 

The income of investors got from the after
tax profits of private enterprises is levied or 
exempted from the adjustment tax on indivi
dual income according to the following provi
sions: 

(1) The amoun t of money from, after-tax 
profits used by investors as a fund for expand
ing product ion is exempted from the adjust
ment tax on individual income. 

(2) The amoun t of money from, after-tax 
profits used by investors for personal consump
tion is levied an adjustment tax on individual 

income at a tax ra te of 40 percent. 
(3) Those investors who in whatever way 

wi thdraw funds for expanding product ion or 
transfer assets of the enterprise for personal 
consumpt ion will have the adjustment tax lev
ied on individual income according to (2). 

Article 4 
The right to in terpret these Provisions re

sides wi th the Minis t ry of Finance . 

Article 5 

These Provisions shall go into effect from 
1988. 

• 

Interim Regulations of the People's 
Republic of China on the Income Tax 

of Private Enterprises 
Article 1 

All the urban and rural pr ivate enterpr is
es engaged in industry, bui lding construct ion, 
t ransportat ion, commerce, cater ing t rades or 
other busines-,es are tax obligors (referred to 
hereinafter as the taxpayers) of income taxes of 
private enterprises. 

Article 2 
The income that will be taxed is the taxpay

er's total annual income for each tax year min
us the cost, expenses, the amount of lax handed 
in before the income tax is paid, and the m o n c \ 
left after paying the cost outside business. 

The items and the criteria for income tax 
by taxpayers are provided by the tax author i 
ties. 

Article 3 
The income tax of private enterprises is 

levied at a rate of 35 percent. 

Article 4 
Taxpayers who have one of the following 

may have their income taxes reduced or be 
exempted within a certain period after being 
defined by the people's government of prov
inces, au tonomous regions and municipal i t ies 
directly under the central au thor i ty : 

(1) Using waste water, waste gas and resi
dues as the main raw mater ia ls ; 

( 2) Having difficulties to pay taxes because 
u! disasters caused by wind, fire, flood and 
L- . inhquakc; 

(3) Being in need of tax reduct ion or ex
emption from income tax because of special 
c ircumstances. 

Article 5 

Apar t from the taxpayers stated in Article 
4, those who need reduct ion or exemption from 
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income tax will be determined by the Ministry 
of Finance. 
Article 6 

Taxpayers who suffer losses during the tax 
year are allowed, with the permission of tax 
authorities, to draw a certain amount from the 
income of the following year to compensate for 
the tax of the previous year. If the income of 
the following year is not enough to CQmpensate 
for the tax of the previous year, they are al
lowed to draw from the income of the third 
year; if neither is sufficient, they may draw 
from the fourth year, but no more. 

Article 7 
Income tax on private enterprises is to be hand
ed in by the taxpayers to the local tax authori
ties. 
Article 8 

Income tax on private enterprises shall be 
computed on an annual basis and paid in adv
ance in either monthly or quarterly install
ments. The actual income tax will be refunded 
at the end of each tax year for any overpayment 
or a supplemental payment may be made for 
any deficiency. The specific time limits are 
provided by the tax authorities of cities or 

counties. 
Article 9 

The taxpayer must set up an account book 
and preserve receipts and shall file financial 
returns and income tax returns according to the 
provisions of the local tax authorities. Those 
who fail to do so will be fined up to 5,000 yuan. 
For serious cases, taxpayers may be fined up to 
30,000 yuan with the permission of the tax 
authorities of the province, autonomous region 
and municipality directly under the central au
thority. 
Article 10 

The levy and management of income tax on 
private enterprises is implemented according to 
the Interim Regulations of the People's Republic 
of China on Tax Levy and Management. 
Article 11 

The right to interpret these Regulations 
resides with the Ministry of Finance. The rules 
for implementation are provided by the Minis
try of Finance. 
Article 12 

These Regulations shall go into effect from 
1988. 

• 
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ties and autonomous regions. 
To create the conditions for 
equal competition, the propor
tion of foreign exchange each 
department and locality can 
retain should gradually be uni
fied. A system of export agents 
will also be introduced, while, 
to readjust the economic or
der, all foreign trade compan
ies will be subjected to inspec
tion. Those without guaran
teed funds, clear management 
objectives or which cannot ful
fil their contracted tasks will 
be deprived of their manage
ment powers or forced to read
just their business scope. 

—To counter the indiscrimi
nate issue of import and export 
licences practised in some lo
calities during 1988, licence 
management departments will 
be established. All licences for 
commodities under the unified 
management of the state will 
be issued by the Ministry of 
Foreign Economic Relations 
and Trade which will also allo
cate quotas and import-export 
licences for other commodities 
to each province, municipali
ty and autonomous region ac
cording to the state plan. 

—Readjusting the structure 
of import and export commod
ities. Although China abounds 
in natural resources, its aver
age per-capita resources are 
limited owing to its large 
population. Exporting large 

Total Value of 
Imports and Exports 

1979 29.333 1980 37.822 1981 40.375 1982 39.297 1983 40.727 1984 49.772 1985 60.246 
1986 60.097 1987 68.110 1988 79.419 Total 505.198 

quant i t ies of raw materials 
and farm produce does not 
conform with China's condi
tions. Hence, China will stop 
the export of copper, alumi
nium, nickel, yellow phospho
rus, plat inum and other com
modities required for domestic 
production. Restrictions will 
also be imposed on commodi
ties important for the nation
al economy and people's live
lihood, such as grain, cotton, 
edible oil, cotton yarn and 
cloth, pig iron, scrap steel and 
ferrosilicon. 

Cont inuing to expand ex
ports of processed products is 
the key to ensuring overall ex
port growth in 1989. Electri
cal machinery, light industrial 
products, clothing, processed 
foodstuffs, arts and crafts, 
household electrical appli
ances and other labour-
intensive products which en
joy a ready international mar
ket should become China's sta
ple export commodities. Si
multaneously, the strategy of 
developing the coastal areas 
should continue, and efforts 
should be made to develop the 
processing of imported materi
als to stabilize China's long-
term export strategy. 

Although China has limited 
imports of some commodities, 
overall the scale of imports 
will not be reduced. The prin
ciples guiding import policy 

Unit: US$ billion 
Export Value Import Value 

13.658 15.675 
18.272 19.550 20,393 19.482 
21.819 17.478 22.197 18.530 
24.416 25.356 25.915 34.33! 
27.014 33.083 
34.711 33.399 40.102 39.317 

248.997 256.201 

are ensuring the supply of (a) 
raw materials needed for the 
development of the national 
economy and for the produc
tion of consumer goods in 
great demand; (b) raw mater
ials and equipment for key 
production projects; and (c) 
other commodities according 
to the country's ability. Im
ports of cigarettes, wines and 
other consumer goods will be 
limited. 

—Improving the economic 
environment . While scaling 
down capital construct ion, 
China will strive to absorb 
more foreign funds. In the 
first half of this year, the state 
and the various provinces, 
municipalities and autonom
ous regions will publicize a 
series of projects requir ing 
foreign investment. Foreign 
businesses are par t icular ly 
welcome to invest in energy 
projects, transport and com
municat ions, and telecom
munications, as well as pro
jects for the production of 
rolled steel, chemical raw ma
terials, machinery parts and 
electronic components which 
China imports in large quanti
ties and which it will not be 
able to manufacture itself in 
the foreseeable future. Foreign 
investment in non-productive 
projects such as hotels, resi
dential and office buildings, 
and some productive projects 
dependent on imported com
ponents and parts but sold 
only on the domestic market 
will be suspended. 

In addit ion to setting up 
joint ventures, co-operative 
enterprises and solely funded 
businesses in the mainland, 
Taiwan investors can also pur
chase stocks, bonds and real 
estate. Management terms will 
not be restricted. According to 
the Constitution of the Peo
ple's Republic of China, no 
Taiwan-owned property or in
vestments will be nationalized. 

• 
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CHIA TAI GROUP IN CHINA 

Breeding the Benefits 
Ten years ago, Thailand's ChIa Tai Group of Companies was one of the first 
foreign companies to invest in China. It now has 13 enterprises across the 
country. Through a combination of importing advanced technology and an 
ability to respond fast to China's needs, the group has met with great 
success. Fully convinced of its future here, it now plans to step up 
investment. 

by Our Staff Reporter Zhang Zhiping 

A s meal chickens appear 
more f r e q u e n t l y on 
Chinese d i n n e r tab les , 

the name of Tha i l and ' s Chia 
Tai G r o u p has s tar ted to be
come a househo ld word in 
most Chinese cities. F r o m an 
ini t ial base in an imal fodder 
and husbandry , this Tha i com
pany now leads all o ther for
eign companies in t e rms of 
both projects establ ished and 
investment. 

Seeds of Success 
The Chia Tai Group ' s ori

gins lie in Bangkok, when in 
1921 Tse Ek Chor founded a 
small seed company after he 
moved to Tha i land from Shan-
tou, Guangdong Province . Ex
pansion fol lowed. In the 
1950s, the second Tse genera
tion established a modern fod
der processing factory, and the 
company took off. Now, the 
Chia Tai G r o u p is the largest 
of its kind In Southeast Asia, 
specializing in agr icu l tu re , an
imal husbandry , indus t ry and 
commerce. 

Chia Tai ' s e conomic in
volvement in China began ear
ly. In the 1950s, Tse esta
blished an exper imenta l fa rm 
in his Guangdong hometown 
to cul t ivate new crop s t ra ins 
for the expansion of agr icul-
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Dhanin Chearavanont (centre), president of Chia Tai, talks to a television reporter. 

tu ra l p roduc t ion . The "cu l tu r 
al r evo lu i ion" ( 1966-76), how
ever, put a brake on his activ
ities, and he re tu rned home to 
Tha i l and . 

But when China opened its 
doors to the outs ide world in 
1979, Chia Tai immedia te ly 
r e tu rned . With the .American 
company . Con t inen ta l Gra in , 
it founded a joint venture in 
the Shenzhen Special Econo
mic Zone to produce fodder, 
pigs, and meat and breeding 
chickens . 

Tse Pmg, the group ' s repre

sentat ive in charge of China 
business , said that a l though 
the future for inves tment in 
the ma in land looked uncer ta in 
at ihat t ime, nonetheless they 
had confidence in China . 

In 1984, Chia Tai jo ined 
hands with Shanghai to found 
the Shanghai-Ek Chor Motor
cycle Co. Ltd. Following its 
resounding success, tlie g roup 
p r o m p t l y opened two more 
companies in the cii.y. 

W i t h the c o n t i n u e d im
provement in the inves tment 
envi ronment since 1985, Chia 
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An outside view of the Shanghal-EK Chor Motorcycle Co. 

Tai has accelerated its involve
ment in China . By the end of 
last year, the Tha i company 
had established 13 jo in t ven
tures in S h a n g h a i , Bei j ing, 
Tianjin, J i l in, H u n a n , G u a n g 
dong and Sichuan, wi th total 
investment s tanding at more 
than US$1 bil l ion. Now, eight 
fur ther projects are on the ne
gotiat ion table. 

Chia Tai 's vice-president , Dr 
T.K. Chen said his company ' s 
new leaders were will ing to in
vest in China , not jus t because 
it was their home count ry , but 
because of its great potent ia l 
for expansion. He said the fact 
that China had opened to the 
world and r e s t r u c t u r e d its 
economy had made it a coun
try with great p roduc t ion and 
market potent ial . 

Good Decision 
Whether an enterpr ise suc

ceeds or fails depends much on 
where it puts its money . Chia 
Tai has made a good decision 
in this field. Of the 13 enter
prises the group has opened in 
China, 11 specialize in fodder 
processing and animal breed
ing—tal ly ing with both the 
group's s t rengths and China ' s 

needs . One bil l ion m o u t h s pre
sent a big marke t for the devel
opmen t of the Chia Tai G r o u p . 

Tse said in the 1950s both 
Ch ina and Tha i l and were agri
cu l tu ra l count r ies . To prosper , 
China had to improve , among 
other th ings , its a g r i c u l t u r e 
and an ima l husbandry , giving 
Chia Tai a promis ing fu ture in 
the coun t ry . 

The Shangha i Daj iang Co. 
Ltd . , loca ted in s u b u r b a n 
Songjiang Coun ty , is one of 
Chia Tai ' s jo in t ven tu res for 
fodder processing and an imal 
breeding. I t was founded in 
1985, with an inves tment of 
more t han US$18 mil l ion. An
nual ly the p lan t can now prod
uce 400,000 tons of compound 
fodders , 10,000 tons of pre-
mixed fodders , 640,000 cou
ples of paren t meat chickens, 
450,000 couples of egg-laying 
breeding chickens, 40 mil l ion 
chicks, and 25 mil l ion to 30 
mil l ion commod i ty ch ickens . 

F r o m Augus t 1986 to June 
1988, the company sold 12.91 
mil l ion meat chickens , includ
ing 11.03 mi l l i on to o the r 
coun t r i e s—more than 80 per
cent of the ci ty 's chicken ex
por ts . It is now an expor t -
or ien ted company capable of 

earn ing US$30 mill ion from 
exports of 25,000 to 30,000 
tons of frozen chicken meat 
a year. Overal l , the Shanghai 
Daj iang Co. is widely consi
dered as "an enterpr ise with a 
promis ing fu ture and strong 
compet i t iveness ." 

Importing Know-How 
A n o t h e r reason for the 

group 's success has been its 
c o m m i t m e n t to i n t r o d u c i n g 
advanced technology. One ex
ample is the S h a n g h a i - E k 
Chor Motorcyc le Co. Ltd., co-
managed by Chia Tai and the 
Shangha i Moto rcyc le M a n u 
factur ing Fac tory . Wi th a his
tory of more t han 20 years, 
the lat ter is well-known across 
Ch ina for its " H a p p i n e s s " 
range of raotorcyles, which for 
a long t ime d o m i n a t e d the 
domest ic market but now are 
well out of date. 

Soon after the two compan
ies joined forces in 1984, Chia 
Tai signed a technology t rans
fer cont rac t with Honda of Ja
pan to impor t motorcycle man
u f a c t u r i n g technology. The 
f ive-year con t rac t s t ipula ted 
that Honda supplied technolo
gy and t ra in ing , receiving in 
r e tu rn US$10 for each motor
cycle sold provid ing all p a n s 
came up to the technical stan
dards set by the Japanese . 

Over the past three years, 
the c o m p a n y has p roduced 
three new models, all of which 
have found their way on to 
in t e rna t iona l marke t s . Motor-
cyle ou tpu t has risen rap id ly : 
from 35 ,052Jn 1985 to 90,000 
last year . J-oreign c u r r e n c y 
earnings have grown even fas
ter : from just US$840,000 to 
US$4 mil l ion . Produc t iv i ty is 
among the best in the indust ry , 
and in 1988 it was picked as 
one of the ten best enterprises 
in China . A b luepr in t for the 
company ' s fu ture is now being 
drawn up , with plans to ex-
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FACTS & FIGURES 

The Utilization of Foreign 
Capital: 1979-88 
Over the past decade, China's use of foreign capital has increased 
annually. Its sources have grown more diverse, and the overall structure of 
investment is being rationalized. Most foreign-funded enterprises are 
showing sound economic returns, but there remains room for improvement 
in their operating conditions. 

by the State Statistics Bureau 

E
v e r s i n c e C h i n a o p e n e d t o 
t h e o u t s i d e w o r l d i n 1 9 7 9 , 
t h e s c a l e o f u t i l i z i n g f o r 

e i g n c a p i t a l h a s c o n t i n u e d t o 
e x p a n d . B y t h e e n d o f 1 9 8 8 , 
s o m e 1 6 , 3 2 5 c o n t r a c t s i n v o l v 
i n g a t o t a l f o r e i g n c a p i t a l o f 
U S S 7 9 . 1 6 8 b i l l i o n h a d b e e n 
s i g n e d . O f t h i s t o t a l , U S $ 4 7 . 3 4 
b i l l i o n h a d a c t u a l l y b e e n p u t 
t o u s e . T h e s e iv/o f i g u r e s c a n 

b e b r o k e n d o w n i n t o t h e f o l 
l o w i n g c a t e g o r i e s : 
• 3 7 0 l o a n a g r e e m e n t s , w i t h 
a t o t a l n e g o t i a t e d v a l u e o f 
U S $ 4 6 , 9 8 6 b i l l i o n , o f w h i c h 
U S $ 3 3 , 1 2 6 b i l l i o n h a s b e e n 
u t i l i z e d . 
• 1 5 , 9 5 5 c o n t r a c t s f o r d i r e c t , 
f o r e i g n i n v e s t m e n t , w i t h a t o 
t a l v a l u e o f U S $ 2 8 , 2 0 1 b i l l i o n , 
o f w h i c h U S $ 1 1 , 5 8 6 b i l l i o n 

h a s s o f a r b e e n i n v e s t e d . T h e s e 
f i g u r e s c a n b e f u r t h e r s u b d i 
v i d e d i n t o : 
• C o m p e n s a t o r y t r a d e , p r o 
c e s s i n g p r o j e c t s , a s s e m b l i n g 
s u p p l i e d m a t e r i a l s a n d p a r t s 
a n d o t h e r p r o j e c t s w i t h a t o t a l 
n e g o t i a t e d v a l u e o f U S $ 3 , 9 8 1 
b i l l i o n , o f w h i c h U S $ 2 , 6 8 9 b i l 
l i o n h a s b e e n u t i l i z e d . 

p a n d p r o d u c t i o n t o 1 m i l l i o n 
m o t o r c y c l e s a n n u a l l y . 

D a j i a n g a n d S h a n g h a i - E k 
C h o r a r e b y n o m e a n s t h e o n l y 
cases o f C h i a T a i ' s s u c c e s s i n 
C h i n a . T s e P i n g s a i d t h a t 
i n g e n e r a l t h e e n t e r p r i s e s i n 
w h i c h t h e g r o u p h a s i n v e s t e d 
w e r e a l l w e l l - r u n a n d g e n e r 
a t i n g r e a s o n a b l e e c o n o m i c r e 
t u r n s . C h i a T a i - b a c k e d e n t e r 
p r i s e s i n i n l a n d p r o v i n c e s c o n 
c e n t r a t e o n s e l l i n g t h e i r p r o d 
u c t s o n t h e d o m e s t i c m a r k e t , 
w h i l e t h e o n e s i n t h e c o a s t a l 
a r e a s a r e p r i n c i p a l l y e x p o r t -
o r i e n t e d . W i t h c o m p r e h e n s i v e 
c o - o r d i n a t i o n , t h e g r o u p h a s 
n o p r o b l e m s e c u r i n g a b a l a n c e 
i n i t s f o r e i g n e x c h a n g e . 

R e c e n t l y , C h i a T a i f l o a t e d 
s t o c k s f r o m i t s t w o S h a n g h a i 
e n t e r p r i s e s o n t h e H o n g K o n g 
s t o c k m a r k e t . T h e i s s u e w a s 
3 0 0 t i m e s o v e r s u b s c r i b e d , a 
s t r o n g i n d i c a t i o n o f f o r e i g n 

b u s i n e s s c o n f i d e n c e i n t h e 
g r o u p ' s C h i n a i n v e s t m e n t s t r a 
t e g y . 

Expansion Plans 
T h e C h i a T a i G r o u p h a s 

l o n g p r e f e r r e d t o s t r e s s l o n g -
t e r m g o a l s t o s h o r t - t e r m g a i n s . 
I t s s t r a t e g i c p l a n s t o d e v e l o p 
n e w p r o d u c t s a n d m a r k e t s o f 
t e n t a k e t e n y e a r s t o c o m e t o 
f r u i t i o n . 

I n A p r i l 1 9 8 8 , f o r e x a m p l e , 
s o o n a f t e r t h e f o u n d i n g o f 
H a i n a n P r o v i n c e , t h e g r o u p 
d i s p a t c h e d r e p r e s e n t a t i v e s t o 
t h e i s l a n d t o i n v e s t i g a t e i n 
v e s t m e n t p o s s i b i l i t i e s . B y O c 
t o b e r , i t h a d d e c i d e d t o c o m 
m i t i t s e l f t o a U S $ 3 0 0 m i l l i o n 
c o n t r a c t w i t h t h e H a i n a n a u 
t h o r i t i e s f o r a 1 6 , 7 0 0 - h e c t a r e 
p r a w n f a r m . S i n c e t h e n , i t h a s 
a d d e d p l a n s t o b u i l d a c h e m i 
c a l f a c t o r y a n d c e m e n t p l a n t 

w i t h C h i n e s e p a r t n e r s . 
O n t h e m a i n l a n d , i t s i n 

v e s t m e n t p r o g r a m m e h a s a d v 
a n c e d r a p i d l y . C o n t r a c t s h a v e 
b e e n s i g n e d t o e s t a b l i s h a 
b r e w e r y , a n o t h e r m o t o r c y c l e 
f a c t o r y , a f o d d e r p r o c e s s i n g 
p l a n t a n d p o u l t r y f a r m s i n 
S h a n g h a i , Q i n g d a o , S i c h u a n 
a n d F u z h o u . A l r e a d y , s o m e o f 
t h e s e a r e u n d e r c o n s t r u c t i o n . 
F o r t h e f u t u r e , C h i a T a i i s 
l o o k i n g i n t o c o - o p e r a t i o n w i t h 
p e t r o c h e m i c a l s , a u t o m o b i l e s , 
a n d f u r t h e r f o d d e r p r o c e s s i n g 
a n d p o u l t r y p r o j e c t s i n S h a n g 
h a i , F u j i a n , J i a n g s u , Y u n n a n 
a n d n o r t h e a s t C h i n a . 

I f a l l t h e s e p r o j e c t s c a n g o 
a h e a d , t h e g r o u p ' s t o t a l i n v e s t 
m e n t w i l l r e a c h U S $ 2 . 7 b i l l i o n 
— m a k i n g i t a m a j o r e c o n o m i c 
f o r c e i n C h i n a . I t h a s b e e n 
p r e d i c t e d t h a t i t s C h i n e s e i n 
v o l v e m e n t w i l l m a t c h i t s c o m 
m i t m e n t s i n T h a i l a n d w i t h i n 
t h r e e y e a r s . • 
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Enterprise type Number Contract Investment to 
value end 1988 

(US$ bn) (US$ bn) 
Joint venture «,332 9.889 4.810 Co-operative 6,778 13.863 3.974 Solely foreign-owned 594 1.524 0.294 
Co-operative 

development 
agreements 51 2.925 2.488 

Major Features 
Sources of foreign capital div
ersify: In 1979, only 20 coun
tries and regions invested in 
China. By 1988, this figure 
had doubled. Among the new 
investors ^e re five interna
tional financial organizations: 
the World Bank, the Interna
tional Monetary Fund, the In
ternational Fund for Agricul
tural Development, the Asian 
Development Bank and the 
African Development Bank. 

The major investment areas 
have been; agriculture, animal 
husbandry, fisheries, energy, 
communications, light indus
try and textiles, construction 
materials, metallurgy, real es
tate, tourism and finance. All 
of China's provinces, auton
omous regions and municipal
ities directly under the central 
government except Tibet have 
been recipients of investment. 

The major forms of invest
ment have been: preferential 
loans from foreign govern
ments and financial organiza
tions, commercial credit, ne
gotiable securities, direct in
vestment, compensation trade, 
and processing or assembling 
supplied materials. 

Hong Kong and Macao have 
always been the largest inves
tors in China. By the end of 
1988, their total investment 
stood at US$7.94 billion. Ja
pan, with US$1.93 billion, 
and the United States, with 
US$1.77 billion, have been the 
second and third largest inves
tors. In the last few years, in
vestment from the developed 
countries in Europe has grown 
BEIJING REVIEW, MARCH 6-12, 1989 

rapidly, as has investment 
from other developing coun
tries, in part icular those in 
Southeast Asia and the oil 
producers of the Middle East. 
With a softening of Taiwan's 
hardline att i tude towards the 
mainland, investment from 
compatr iots across the Tai
wan Straits has also expanded 
briskly. 

For two years, an increasing 
number of transnational cor

porations and worldwide 
names have committed them
selves to investing in China. 
With the completion of some 
of these projects, China's tech
nological status should take a 
marked step forward. 
Rational investment structure: 
When China first started ab
sorbing capital from abroad, 
most direct investment went 
into the tertiary sector: ho
tels, taxi companies, restaur
ants and recreational facili
ties. By 1984, however, 53.7 
percent of all contracts signed 
were for productive projects, 
although the input of capital 
was 30.3 percent of the total, 
which was considerably lower 
than fOr non-productive pro
jects. 

Pipe welding machinery brought from the Federal Republic of Germany in 1988. 
ZHANG ZHEFENC. 
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Since 1985, this s i tuat ion 
has shown a marked improve
ment, as investment in indus
try, agriculture, transport and 
communications all increased. 
In 1985, 70.3 percent of con
tracts were for productive pro
jects, rising to 76.5 percent in 
1986, and 88.7 percent in 1987, 
and just falling back slightly 
to 85 percent in 1988. Most 
of these have been export-
oriented and technologically 
advanced. In monetary terms, 
US$2.5 billion of direct invest
ment has gone into productive 
projects—58 percent of all di
rect foreign investment, and 
28 percentage points more 
than in 1984. 
Predominance of small and 
medium-sized projects: Most of 
the 15,955 direct foreign in
vestment projects approved 
over the last ten years have 
been small or medium-sized. 
Average investment on each 
project (excluding projects for 
the co-operative development 
•of offshore oil) stands at 
US$1.59 million, with joint 
ventures averaging US$1.16 
million, co-operative enter
prises averaging US$2.05 mil
lion and exclusively foreign-
owned enterprises averaging 
US$2.57 million. In this last 

category, most large projects 
have been hotels and other 
tourisi projects. 
Increasing foreign excliange re
venue and managerial efficien
cy: The vast majority of the 
6,000 foreign-funded enter
prises already in operat ion 
have been well-managed. Not 
only have most of them started 
to show profits, but their for
eign exchange revenues and 
expenditures have improved. 

Taking advantage of China's 
preferential policies and flexi
ble measures, some technol
ogically advanced enterprises 
whose products have princi
pally been sold on the domes
tic market have successfully 
opened up new channels to se
cure foreign exchange. Many 
foreign-funded enterprises in 
the coastal cities of Tianjin, 
Shanghai, Shandong, Jiangsu 
and Zhejiang, as well as in Bei
jing, now balance their foreign 
exchange expenditures with 
revenues, and several enter
prises now export products 
worth US$10 million or more 
annually. 

A survey of 4,100 foreign-
funded enterprises in opera
tion before the end of 1986 
discovered that 37.3 percent 
could be said to be managed 

well, 48.2 percent reasonably 
and 14.5 percent had problems 
of one form or another. 

In 1988, Beijing's Sino-
foreign joint ventures and co
operative enterprises had a to
tal output value of 1.8 billion 
yuan, double that of 1987, 
while income from sales rose 
120 percent to 2.6 billion yuan. 
These, however, were small 
rises compared with increase 
in exports: up 5.6 times to 
US$25 million. Profits for the 
year reached 300 million yuan, 
up 59 percent. 
Growth along the ooast: With 
good transport facilities and a 
long history of overseas trade, 
the four special economic 
zones and 14 open cities along 
the coast have become the 
frontline of China's open poli
cy. In 1988, Shanghai, Tianjin 
and China's eight coastal prov
inces signed over 4,900 con
tracts with a total value of 
US$4 billion to establish 
foreign-funded projects, res
pectively 8.4 times and 5.5 
times greater than in 1983. 
And whereas in 1983, these 
areas only negotiated 38.5 per
cent of the contract value of 
all foreign capital absorbed by 
China and 50.2 percent of the 
amount actually invested, last 
year they got 75.8 percent and 
59.5 percent respectively. 

China's four special econo
mic zones at Shenzhen, Zhu-
hai and Santou in Guangdong 
and Xiamen in Fujian were es
tablished in July 1979. By the 
end of 1988, they had signed 
direct investment agreements 
with overseas businesses worth 
US$7.27 billion (28.8 percent 
of the national total), of which 
US$2.25 billion has been con
cretely invested (24.6 percent 
of the national total). 

Originally experimental 
areas, these zones are now the 
showcase of China's open poli
cy as they utilize ever 
more foreign capital, introd-
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uce growing amount s of adv
anced technology and esta
blish increasing n u m b e r s of 
export-oriented enterpr ises . 

Functions 
Since 1979, Ch ina ' s open 

policy has not only extended 
towards the rest of the world, 
but has also gradual ly spread 
across the count ry . It has ex
panded from the special econo
mic zones to the open coastal 
cities, the coastal open econo
mic zones, the coastal prov
inces and cities and finally 
into the in ter ior . 

One of foreign capital 's prin
cipal roles has been expedi t ing 
China's modern iza t ion dr ive. 
It has: 
Eased the shortage of funds and 
strengthened weak areas of 
the national economy. F r o m 
1979-88, Ch ina u t i l i zed 
US$47.3 bill ion of foreign cap
i tal—10.3 percen t of all 
domestic investment in state-
owned fixed assets over the 
same period. 

Of this sum, US$33.1 bil
lion came from foreign loans, 
which the state used to f inance 
more than some 100 key con
s t ruc t ion projects . Some 80 
percent of these were in the 
fields of energy, t ranspor t and 
communica t ions , and post and 
te lecommunicat ions , wi th the 
remaining 20 percent in pe t ro
chemicals, i ron and steel, l ight 
industry, agr icu l ture , cu l tu re , 
education, public hea l th and 
scientific research. 

The complet ion of all these 
projects will play an immense
ly beneficial role in na t iona l 
economic life. The 30 finished 
by the end of 1988 had a l ready 
added an annua l capaci ty of 25 
million tons of coal, 40 mil l ion 
tons of h a r b o u r cargo han
dling, 98 mil l ion tons of rai l 
freight and 9.2 mill ion tons of 
oil. 

From last year, China s tar t

ed to use loans worth 100 bil
lion yen from the Japanese 
"money recycl ing p r o g r a m m e " 
to cons t ruc t and renova te 300 
export commod i ty product ion 
centres and special factories. 
These should great ly increase 
the qua l i t y of export goods and 
foreign exchange earnings . 
Introduced advanced technolo
gy, equipment and managerial 
techniques. Over the past de
cade, China has b rough t in 
5,000 technological i tems and 
sets of equ ipmen t valued at 
US$21 bil l ion for its e lectron
ic, pe t ro l eum, meta l lu rg ica l , 
chemica l , texti le , light indus
t r i a l and s h i p b u i l d i n g sec
tors. A n u m b e r of large and 
medium-s ized technological ly 
in tens ive jo in t ventures have 
also been establ ished, and with 
these have come manager ia l 
expert ise . 

M a n y p roduc t s from these 
enterpr ises have filled gaps in 
China ' s i ndus t ry and helped 
bridge the gap between China 
and the developed count r ies . 
For example , the Tianj in Ottis 
Co., a jo in t ven tu re between 

• Tianj in and Amer ica ' s Ottis 
E leva tor Co., has b rough t ele
vator technology to Ch ina to 

m a n u f a c t u r e a l t e r n a t i n g 
double-speed and compu te r -
control led e levators of adv
anced world s tandard . After 
t r ia l product ion runs , the lat
ter were put on the market last 
year. 
Accelerated the development 
of an export-oriented economy 
along the coast. Over the last 
few years , Ch ina ' s expor ts 
from foreign-funded enterpr is
es have increased annua l ly ; 
from US$320 mill ion in 1985, 
to US$480 mil l ion in 1986, 
US$960 mil l ion in 1987 and 
US$2.1 bi l l ion last year—an 
average a n n u a l increase of 
87.2 percent , far exceeding the 
growth in all exports of 20.2 
percent . The i r share of all ex
port value has grown from 1 
percent in 1985 to 5 percent in 
1988. 

Final ly , it is wor th noting 
that a l though China ' s ut i l iza
t ion of foreign capi tal over the 
last decade has progressed rap
idly, some problems remain . 
In p a r t i c u l a r , a l t h o u g h the 
count ry ' s inves tment environ
ment has improved, opera t ing 
condi t ions for foreign-funded 
enterpr ises could be fur ther 
s t reng thend . a 
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China's Policy Towards 
The Dalai Lama 
In our third Instalment from "100 Questions About Tibet," recently 
published by Beijing Review Press, the diverging views of the Chinese 
government and the Dalai Lama are scrutinized. His "New Proposal," 
outlined last year in Strasbourg, and the notion of a "greater Tibetan 
autonomous region" are also analysed—Ed. 

Q: What is the basic diverg
ence of views between the Da
lai Lama and the Chinese gov
ernment and people? 

A: It is whether we should 
uphold China's territorial in
tegrity and the unity of all its 
nationalities. 

At the instigation of certain 
separatists, the Dalai Lama 
has attempted to undermine 
the unity of the Chinese nation 
and to split Tibet from China 
by counting on some foreign 
powers. This is what the 
Chinese government and peo
ple, including Tibetans, can 
never accept. However, the 
Dalai Lama will not be forgot
ten for his contributions made 
in upholding the national uni
ty in the 1950s. 

Although the Chinese people 
regret and resent the fact that 
the Dalai Lama utilized some 
separatist slogans, such as 
"Tibetan independence" and 
"China is only Tibets suzer
ain," which were concocted by 
some imperialists early at the 
beginning of this century, they 
still hope he can have a clear 
understanding of the situa
tion, stop his separatist activi
ties and return perceptively to 
the stand of upholding the na-
tiftnal unity. 
Q: How does the Chinese gov
ernment view the Dalai Lama's 

"New proposal" on Tibet he put 
forward in Strasbourg, France, 
in June 1988? 

A: In June this year, the Da
lai Lama held a press confer
ence in Strasbourg, France, at 
which he distributed copies of 
a speech containing a so-called 
"new proposal" on Tibet. 

The Chinese government 
holds that this "new proposal" 
varies in detail from the "five-
point p lan" he raised at a 
Human Rights Subcommittee 
Meeting of the US House of 

Representatives in September 
last year. But there are no sub
stantial differences. Both at
tempt to deny Tibet's status as 
an inalienable part of Chi
na's territory, and deny the 
Chinese government's sover
eignty over Tibet. Their aim 
is to internationalize the Ti
bet question. The Chinese gov
ernment and people will never 
accept this "new proposal." or 
other similar suggestions. On 
the question of sovereignty, 
the People's Republic of China 

In 1956 the Dalai Lama (second right) inspected the educational work in Lhasa 
and received a warm welcome. 

CHEN ZONGUE 
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w i l l n e i t h e r y i e l d n o r m a k e 
a n y c o n c e s s i o n s t o a n y e x t e r 
n a l f o r c e . T h e C h i n e s e g o v e r n 
m e n t h a s s o l e m n l y d e c l a r e d 
t h a t n e i t h e r i n d e p e n d e n c e 
n o r s e m i - i n d e p e n d e n c e o r d i s 
g u i s e d i n d e p e n d e n c e o f T i b e t 
w i l l d o . T h e a t t e m p t t o i n t e r 
n a t i o n a l i z e t h e T i b e t i s s u e a n d 
t o r e l y o n t h e s u p p o r t o f e x t e r 
n a l f o r c e s t o a c h i e v e t h e a i m 
o f s p l i t t i n g C h i n a w i l l n e v e r 
s u c c e e d . 

T h e D a l a i L a m a m e n t i o n e d 
i n h i s " n e w p r o p o s a l " t h a t h e 
w a s p r e p a r e d t o s e n d h i s r e p r e 
s e n t a t i v e s t o h o l d d i s c u s s i o n s 
w i t h C h i n a ' s c e n t r a l g o v e r n 
m e n t . A s a m a t t e r o f f a c t , t h e 
c h a n n e l i s a l w a y s o p e n f o r d i a 
l o g u e b e t w e e n t h e D a l a i L a m a 
a n d t h e c e n t r a l g o v e r n m e n t . 
S o l o n g a s t h e D a l a i L a m a h a s 
a s i n c e r e d e s i r e t o i m p r o v e r e 
l a t i o n s w i t h t h e c e n t r a l g o v 
e r n m e n t a n d w i s h e s t o c o n 
t r i b u t e t o s a f e g u a r d i n g t h e 
u n i f i c a t i o n o f t h e m o t h e r l a n d , 
t o p r o m o t i n g u n i t y b e t w e e n 
T i b e t a n s a n d H a n s a n d t o T i 
b e t ' s d e v e l o p m e n t a n d p r o s 
p e r i t y , t h e c e n t r a l g o v e r n m e n t 
i s r e a d y a t a l l t i m e s t o w e l 
c o m e h i m o r h i s r e p r e s e n t a 
t i v e s t o d i s c u s s m a t t e r s i n 
C h i n a o r a t a n y C h i n e s e e m 
b a s s y a b r o a d . I f t h e D a l a i 
L a m a t h i n k s t h e s e p l a c e s a r e 
n o t c o n v e n i e n t , h e m a y c h o o s e 
a n o t h e r p l a c e . B u t n o f o r e i g 
n e r s c a n b e a l l o w e d t o a t t e n d . 
A n y i s s u e i s o p e n f o r d i s c u s 
s i o n e x c e p t t h e q u e s t i o n o f 
" T i b e t a n i n d e p e n d e n c e . " 
Q: How does the Chinese gov
ernment value the idea of a 
"greater Tibetan autonomous 
region" suggested by some peo
ple around the Dalai Lama? 

A : I t i s a n u n r e a l i s t i c i d e a . 
A s i t i s k n o w n t o m a n y , t h e 

T i b e t a n e t h n i c g r o u p i n C h i n a 
i n h a b i t s p a r t o f S i c h u a n , Q i n g -
h a i , G a n s u a n d Y u n n a n p r o v 
i n c e s , a s w e l l a s t h e T i b e t A u 
t o n o m o u s R e g i o n . 

B e i n g s e p a r a t e d b y m o u n 

t a i n s a n d r i v e r s , t h e s e a r e a s 
h a v e n e v e r b e e n a u n i f i e d a d 
m i n i s t r a t i v e r e g i o n . N o r h a v e 
t h e y f o r m e d a n e c o n o m i c u n i 
t y b e c a u s e o f t h e i r u n e v e n d e 
v e l o p m e n t , b o t h e c o n o m i c a l l y 
a n d c u l t u r a l l y . 

W h e n t h e C h i n e s e g o v e r n 
m e n t d e l i m i t e d i t s a u t o n o m 
o u s r e g i o n s , i t t o o k i n t o a c 
c o u n t t h e e q u a l r i g h t s o f t h e 
m i n o r i t y n a t i o n a l i t i e s , t h e i r 
e c o n o m i c a n d c u l t u r a l d e v e l 
o p m e n t a n d t h e r e g i o n s ' a d 
m i n i s t r a t i o n . 

T h e T i b e t A u t o n o m o u s R e 
g i o n b o a s t s a t o t a l a r e a o f 1 . 2 
m i l l i o n s q u a r e k i l o m e t r e s . I t 
h a s p r o v e d a h a r d e n o u g h t a s k 
f o r a n a u t o n o m o u s g o v e r n 
m e n t t o a d m i n i s t e r a f f a i r s i n 
s u c h a v a s t a r e a . T h e r e f o r e , 
t h e i d e a o f a " g r e a t e r T i b e t a n 
a u t o n o m o u s r e g i o n " i s n e i t h e r 
r e a l i s t i c n o r s c i e n t i f i c , r e g a r d 
i n g t h e f o r m a t i o n o f a d m i n i s 
t r a t i v e d i v i s i o n s i n h i s t o r y a n d 
f u t u r e . d e v e l o p m e n t o f t h e s e 
a r e a s . 
Q: Why doesn't China agree 
to apply the "one country, two 
systems" concept to Tibet? 

A : T h e " o n e c o u n t r y , t w o 
s y s t e m s " c o n c e p t i s a p r i n c i 
p l e C h i n a d e s i g n e d f o r t a c k l 
i n g t h e H o n g K o n g , M a c a o a n d 
T a i w a n i s s u e s t o b r i n g a b o u t 
t h e r e u n i f i c a t i o n o f t h e m o t h 
e r l a n d . T h e q u e s t i o n o f T i b e t 
i s c o m p l e t e l y d i f f e r e n t f r o m 
t h e H o n g K o n g , M a c a o a n d 
T a i w a n i s s u e s . T h e r e f o r e , t h e y 
s h o u l d n o t b e m e n t i o n e d i n t h e 
s a m e b r e a t h . T h e A g r e e m e n t 
o n M e a s u r e s f o r t h e P e a c e f u l 
L i b e r a t i o n o f T i b e t r e a c h e d 
b e t w e e n t h e C e n t r a l P e o p l e ' s 
G o v e r n m e n t a n d t h e T i b e t a n 
l o c a l g o v e r n m e n t i n 1 9 5 1 
s t a t e s c l e a r l y t h a t T i b e t s h o u l d 
e x e r c i s e r e g i o n a l n a t i o n a l a u 
t o n o m y u n d e r t h e u n i f i e d 
l e a d e r s h i p o f t h e C e n t r a l P e o 
p l e ' s G o v e r n m e n t . T i b e t a b r o 
g a t e d t h e f e u d a l s e r f d o m 
t h r o u g h d e m o c r a t i c r e f o r m s i n 
t h e l a t e 1 9 5 0 s a n d e a r l y 1 9 6 0 s , 

a n d i n 1 9 6 5 t h e T i b e t A u t o n 
o m o u s R e g i o n w a s s e t u p . 

T h e i n t r o d u c t i o n o f r e g i o n 
a l n a t i o n a l a u t o n o m y f o r T i 
b e t a n d o t h e r a r e a s i n h a b i t 
e d b y m i n o r i t y e t h n i c g r o u p s 
w i t h i n C h i n a h a s h e l p e d t h e s e 
r e g i o n s , u n d e r t h e u n i f i e d 
l e a d e r s h i p o f t h e C e n t r a l P e o 
p l e ' s G o v e r n m e n t a n d i n l i n e 
w i t h t h e i r o w n c h a r a c t e r i s t i c s , 
t o a d o p t p o l i c i e s a n d m e a s u r e s 
t o m o b i l i z e t h e i n i t i a t i v e a n d 
c r e a t i v i t y o f t h e i r p e o p l e a n d 
t o a c c e l e r a t e t h e i r p o l i t i c a l , 
e c o n o m i c , s o c i a l a n d c u l t u r a l 
d e v e l o p m e n t i n a n a l l - r o u n d 
w a y . T h e a i m h a s a l w a y s b e e n 
t o r e a l i z e t h e g o a l o f c o m m o n 
d e v e l o p m e n t a n d p r o s p e r i t y o f 
a l l t h e n a t i o n a l i t i e s . • 

H o t O f f t h e P r e s s 
One Hundred Questions 

About Tibet h a s j u s t b e e n 
p u b l i s h e d i n C h i n e s e , E n 
g l i s h , F r e n c h , G e r m a n a n d 
S p a n i s h b y t h e Beijing Re
view Press. 

T h e b o o k c o v e r s 10 t o p 
i c s : h i s t o r y , p o p u l a t i o n , h u 
m a n r i g h t s , t h e D a l a i L a m a , 
r e l i g i o n , c u l t u r e , a u t o n o m y , 
e c o n o m y , p e o p l e ' s l i v e l i 
h o o d a n d t h e L h a s a r i o t s . I n 
a q u e s t i o n - a n s w e r f o r m a t , 
t h e b o o k p r o v i d e s a w e a l t h 
o f h i s t o r i c a l r e c o r d s a n d 
f a c t s f o r p e o p l e a t h o m e a n d 
a b r o a d c u r i o u s a b o u t t h e 
d e v e l o p m e n t s i n T i b e t . 

I n a 3 4 - m o f o r m a t , t h e 
b o o k t o t a l s 7 0 , 0 0 0 w o r d s , 
w i t h 4 2 p h o t o s a n d a m a p o f 
T i b e t . 

A v a i l a b l e f r o m B u s i n e s s 
D e p a r t m e n t , B e i j i n g R e 
v i e w , 2 4 B a i w a n z h u a n g 
R o a d , B e i j i n g 1 0 0 0 3 7 , 
C h i n a . 

P r i c e : 
O u t s i d e C h i n a - U S $ 3 . 5 0 

( i n c l u d i n g i n t e r n a t i o n a l 
p o s t a g e , s u r f a c e m a i l ) ; 
U S $ 5 . 0 0 ( i n c l u d i n g i n t e r n a 
t i o n a l p o s t a g e , a i r m a i l ) ; 

I n s i d e C h i n a - R M B 4 . 0 0 
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FROMITHEICHINESEIPRESS 

More People, More 
Change 
ZHONGGUO RENKOU BAO 
(Chinese Population) S ince 1979, d i s t i nc t 

changes have taken place 
in the growing Ch inese 

populat ion. They are main ly 
as follows: 
The speed of growth among the 
Chinese population has dis
tinctly slowed down. The bir
thrate dropped from 33.65 per 
thousand in the 1960s and 
24.57 per t h o u s a n d in the 
1970s to 18.3 per thousand in 
the past ten years. The n a t u r a l 
growth rate of the Chinese po
pulat ion dropped from 22.18 
per t housand in the 1960s 
and 16.23 per thousand in the 
1970s to 11.98 per thousand in 
the past ten years. The annua l 
average p o p u l a t i o n g r o w t h 
rate was 21.80 per thousand in 
the 1950s, 18.43 per t housand 
in the 1960s, 19.17 per thou
sand in the 1970s and 12.9 per 
thousand in the 1980s. The av
erage number of ch i ldren born 
to each woman fell from 5.68 
in the 1960s and 4.01 in the 
1970s to 2.3 in the 1980s. Ac
cording to the ch i ld-bear ing 
s tandard in the 1970s, about 
200 million fewer babies have 
been born between 1971 and 
1987 owing to the implemen
tation of the family p lann ing 
policy. 
There has been a transition 
from a blind growth to a 
planned growth. Since 1973, 
the development of China ' s po
pulat ion has been provided for 
in the state plan in view of 
the socialist economic devel
opment. But, ac tual ly , family 
planning has been in effect 

since the 1980s. The growth 
ra te of China ' s popula t ion en
tered in the Sixth Five-Year 
P lan (1981-85) was successful
ly comple ted . Abou t 14 mil
lion fewer babies were born. 
The na t iona l ra te of family 
p l ann ing increased from 65.1 
percent in 1979 to 74.2 percent 
in 1983. Since 1984, the ra te of 
family p lann ing has been on 
the same level as tha t of 1983. 
In genera l , the b i r t h r a t e of the 
Chinese popula t ion in the last 
ten years has moved within a 
p l anned orbi t . 
The overall population has 
grown more mature in charac
ter. Accord ing to the na t iona l 
census in 1964 and in 1982 and 
a sample survey in 1987, the 
p ropor t ion of juveni les aged 
below 14 in the total popula
t ion dropped from 40.7 per
cent in 1964 to 33.6 percent in 
1982 and 28.8 percent in 1987. 
The propor t ion of to ta l popu
la t ion aged between 15 and 64 
years old went up from 55.7 
percent in 1964 to 61.5 per
cent in 1982 and 65.7 percent 
in 1987. The n u m b e r of people 
aged 65 or over out of the total 
count went up from 3.6 per
cent in 1964 to 4.9 percent 
1982 and 5.5 percent in 1987. 
Al l these ind ica ted that the 
b i r t h r a t e of the Chinese popu
la t ion has d ropped by a large 
marg in and the overa l l char
acter of the popu la t ion has 
grown older , t hanks to a wide 
i m p l e m e n t a t i o n of the b i r th 
cont ro l policy. 
Changes in the public's outlook 
on child-bearing have resulted 
in fewer births. The mar r i age 
age of Ch inese women aver

aged 19.81 years in the 1960s, 
21.59 in the 1970s and 22.62 
years in the 1980s; that in ur
ban areas was two years higher 
than tha t in ru ra l areas. Wi th 
the improvemen t of people 's 
consciousness on car ry ing out 
family p lann ing in the past ten 
years , the propor t ion of house
holds wi th one child each in
creased from 20.7 percent in 
1970 to 30.9 percent in 1977, 
41.8 percent in 1980 and 51.7 
percent in 1987. Fami l ies with 
two ch i ld ren went up from 
17.1 percent in 1970 to 24.6 
percent in 1977, 26.6 percent 
in 1980 and 31.5 percent in 
1987. Couples with three or 
more chi ldren decreased from 
62.2 percent in 1970 to 44.5 
percent in 1977, 31.6 percent 
in 1980 and 16.8 percent in 
1987. The average n u m b e r of 
chi ldren born to each couple 
fell from five to six in the 
1950s and 1960s to four in the 
1970s and two in the 1980s. 

(December 16, 1988) 

China Today: 
Basic Conditions 

SHEHUI KEXUEBAO 
(Social Sciences) 

1. In China today, a small 
n u m b e r of high-tech indust r ies 
coexist with a large n u m b e r 
of t rad i t iona l indus t r ies and a 
small-scale fa rming economy. 
P a r a d o x i c a l l y , some of the 
most advanced b ranches of 
science and technology, mod
ern science and t echnology 
coexist wi th i l l i t e ra tes and 
semi- i l l i terates . Likewise, in
dus t r i a l i za t ion and informa
tion have developed side-by-
side. 

2. Accord ing to the systems 
of res idence regis t ra t ion, grain 
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supply, employment and con
scr ip t ion, Ch inese c i t i zens 
clearly have been d iv ided 
into two popula t ion categories 
—agr i cu l tu ra l and non-
ag r i cu l tu ra l . C o n s e q u e n t l y , 
because the u rban area is pros
perous and the ru r a l area is 
backward, the malprac t ice of 
an unreasonable f loat ing of 
materials , funds and personnel 
has emerged between town and 
country . 

3. Under economic condi
t ions whereby state ownersh ip 
coexists with other forms of 
ownership , the p lanning sys
t em, marke t i ng m e c h a n i s m , 
domest ic cycle and in te rna 
tional cycle move in double 
tracks. With the fur ther imple
menta t ion of price and wage 
reforms, the socia l is t -planned 
commodity economy needs a 
new market ing order to s t reng
then the regula t ions for mar 
ket control . 

4. The wes te rn reg ion of 
China is high and r ich in na
tural resources. While the east
ern region of China is low and 
resources deficient . The level 
of economic and technological 
development , however, is rev
ersed. With the economy in 
coastal regions acceding to the 
in te rna t iona l cycle, the gap be-

tween the east and west cont in
ues to widen. 

5. The land unde r cul t iva
t ion in Ch ina a m o u n t s to only 
7 percent of the world 's total 
t e r ra in . But, it has to suppor t 
more than 20 percent of the 
world 's total popu la t ion . Each 
year the Chinese popu la t ion 
increases by more t han 10 mil
lion, whi le the a m o u n t of cul
t iva ted area in China decreas
es about 533,333 hec tares . 

6. The lack of un i formi ty 
in the compet i t ive mechan ism 
has caused an unequa l dis t r i 
bu t ion . There are m a n y colon
ies such as workers in s tate and 
collectively owned enterpr ises , 
f a r m i n g l a b o u r e r s , in te l l ec 
tua ls , m a n a g e r i a l pe r sonne l , 
ind iv idua l managers and prod
ucers, workers in village and 
town-run enterpr ises , and ur
ban and ru ra l en t r ep reneurs . 
To solve the conflicts between 
them has become the guaran
tee for Chinese economic and 
pol i t ical s tabi l i ty . 

7. The conflicts between the 
social is t ideologica l c u l t u r e , 
mode rn capi ta l is t ideological 
c u l t u r e and the Confuc ius 
ideological cu l t u r e exist in cul
tu ra l fields. The re is also com
pet i t ion between the mode rn 
in fo rma t ion cu l t u r e and t rad
i t iona l i n d u s t r i a l c u l t u r e or 
fa rming cu l tu re . The develop
ment of a socialist ideological , 
cu l tu ra l s t anda rd needs to be 
real ized to ra ise the whole na
t ion's scientif ic , technological 
and educa t iona l levels. 

8. The tota l ou tpu t va lue is 
a cons iderable f igure, bu t the 
per-capi ta income is low. Chi
na 's to ta l ou tpu t va lue of in
dus t ry and ag r i cu l tu re r anked 
first and fifth place wor ldwide 
r e spec t ive ly , bu t pe r - cap i t a 
gross na t iona l p roduc t ( G N P ) 
was abou t 20th place from the 
bo t tom. 

(No. m, 1988) 

Form Sets 
Economic Zones 

XINXI RIBAO 
(Information Daily) A t a recent na t iona l for

um on long-term plan
ning conduc ted by the 

State P lann ing Commiss ion, it 
was d e t e r m i n e d t h a t C h i n a 
will be divided in to five types 
of economic zones, according 
to each region 's condi t ion and 
indus t r ia l s t ruc tu re . They are 
as follows: 
Processing Economic Zone: 
Beij ing, T ian j in , S h a n g h a i , 
Hubei and Liaoning. 
Economic Zone Where Process
ing Is Dominant: J iangsu, Zhe-
j iang , Fuj ian , G u a n g d o n g and 
Guangxi . 
Economic Zone Where Re
source Exploitation Is Domi
nant: Shanxi , I n n e r Mongo
lia, J iangxi , Gu izhou , Qing-
hai , Ningxia , Gansu and Yun
nan. 
Comprehensive Resource De
velopment and Processing Eco
nomic Zone: S h a n d o n g , 
Shaanxi , S ichuan, H u n a n , An-
hui , Hei longj iang, J i l in , Hebei 
and Henan . 
Special-Type Economic Zone: 
Xinj iang , Tibet and Ha inan . 

(December 29, 1988) 



B U S I N E S S / T R A D E 

Tighter Control 

W ith China facing a peak 
debt repayment period 
in the 1990s, many peo

ple both at home and abroad 
have started to pay great atten
tion to the country 's for
eign borrowing. Annua l re
payments of state and business 
loans and their interests will 
then be an estimated US$7 bil
lion. 

According to Wang Deyan, 
president of the Bank of 
China, the Chinese govern
ment has always taken care not 
to over-extend national bor
rowing and avoid all possible 
debt problems. He said recent
ly that China's foreign debt 
currently stood at a round 
US$30 billion, comfortably 
below the danger level, adding 
that the country faced no re
payment difficulties. 

He said that by the end of 
1987, debt repayments did not 
exceed 10 percent of total ex
port earnings, and China 
should be able to strengthen 

Over Loans 
macro-economic control over 
loans. 

However, several problems 
have surfaced in the manage
ment and use of foreign loans. 
Recently, borrowing has in
creased rapidly, especially in 
the form of commercial loans. 
Consequently, the structure of 
national borrowing has several 
shortcomings: the proportion 
of short- term, high-interest 
loans is now too high, and the 
spread of currencies is poor. 

With exports paid for in US 
dollars and China's debt cal
culated in Japanese yen, ex
change rate fluctuations also 
pose a considerable threat. At 
the same time, many loans, 
especially those taken out by 
local departments, have been 
used inefficiently. 

Recently, the author i t ies 
responsible for loan manage
ment have focused on these 
problems, and the State Coun
cil issued a circular titled 
Strengthening Control Over 

the Borrowing of Internation
al Commercial Loans. Its main 
points are: 
• The scope of foreign borrow
ing must be restricted. 
• Implementing strict man
agement over short-term inter
national commercial loans and 
no loans not approved by the 
state should exceed fixed tar
gets. 
• Bonds issued overseas must 
fall within the state's foreign 
investment plan and be han
dled by organizations author
ized by the People's Bank of 
China. 
• The management of foreign 
exchange guarantees should be 
strengthened. 
• All borrowing projects 
should be strictly examined. 
• All channels for taking out 
loans should be strictly con
trolled. 
• The system of registering 
and supervising foreign debts 
should be completed. 

China currently has plans to 
establish a system of regis
tering all commercial loans, 
which will include details con
cerning the use and repayment 
so as to guarantee all loans are 
repaid on schedule. 

by Li Ping 

major export-oriented enter
prises. The supervisors live 
within the factory and are res
ponsible for overseeing quality 
control throughout the prod
uction process. 

Over the last few years, the 
State Commodities Inspection 
Bureau has stepped up its in
ternational role to help China 
expand its export markets. It 
has established ties with over 
200 inspection organizations 
and factories across more than 
60 countries and regions, in
cluding the signing of bilater
al agreements with the Soviet 

Export 
Standards 
Strengthened 

L ast year, the State 
Commodities Inspection' 
Bureau strengthened its 

control over the inspection of 
China's exports, making it able 
to guarantee the quality of 
goods sent overseas. Of the 
625,000 batches of export com
modities its officials exam
ined, 3.45 percent were discov
ered to be substandard. 

At the same time, the issu
ing of quality certificates has 
helped to mainta in qual i ty 
standards in several key export 
sectors. By the end of last year, 
the state inspection authorities 
had issued quality certificates 
to 476 machinery and electr
ical goods manufacturers , 
6,300 textile mills and garment 
factories, 42 ceramics factories 

j and 36 coal mines. A trial hy-
! giene registration system was 

also introduced into 1,600 
food factories. 

I In addition, quality supervi-
i sors have been placed in 43 
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Union, the United States, Ja
pan and Britain. 

As a result, 112 meat , 
canned food and aquatic prod
uct factories now meet the 
health and hygiene standards 
of the Federal Republic of 
Germany, the United States, 
Japan, Britain, France, Bel
gium, the Nether lands and 
Singapore, and can all export 
their products smoothly. 

With these growing interna
tional ties, more than 350 
machinery , and electrical 
goods manufacturers have the 
right to use the United States 
safety sign, and have taken ad
vantage of it to export more 
than US$200 million worth of 
goods. Canadian standards are 
now met by 42 machinery and 
electrical goods manufactur
ers, and 73 wool and woollen 
products factories have the 
right to use the pure wool sign 
of the International Wool Se
cretariat. 

China's exports have been 
given a further boost by the 
negotiation of a system of 
export-origin certificates 
signed between China's inspec
tion authorities and foreign in
spection organizations. Under 
the system, goods with the cer
tificates receive preferential 
treatment. Last year, more 
than 400,000 such certificates 
of origin were issued for goods 
with a total value of more than 
US$10 billion—one-quarter of 
China's exports. 

by Li Ning 

Building Up for 
the Asian Games 

C onstruction presses 
ahead on facilities for 
the 1990 Asian Games. 

By the time of its opening cer
emony, Beijing will have 
27 new or renovated sports 
grounds and halls. In addition, 
BEIJING REVIEW, MARCH 6-12, 1989 

43 auxiliary projects, includ
ing training grounds and halls, 
four hotels, a 405-metre tel

evision tower, an internation
al TV relay centre, an airport, 
customs facilities and new 
highways will have been com
pleted. 

Fifteen of the sports grounds 
and halls had been finished by 
the end of 1988. For the rest, 
construction is in full swing. 
Gu Yaoju, deputy chief res
ponsible for the Asian Games 
project, said all work was sub
jected to strict quality stan
dards and inspections, which 
all the finished projects had 
readily met. 

The buildings have been 
built for long-term use, and 
even the possibility of earth
quakes taken into account. 
Just in case, however, full in
surance has been taken out on 
all the projects. 

There is also the athletes' 
village. According to Gu, this 
will cover more than 1.5 mil
lion square metres. It will con
tain living quar ters for 
athletes, a news centre, an in
ternational conference centre, 
a 4-hectare Chinese-style gar
den, office buildings, shops 
and a central block with ho
tels, res taurants and dining 
halls. Around the village, two 
residential areas and an inter
national nine-year school will 
also be built. 

The village lies 9 kilometres 
from both the centre of Beijing 
and the city's airport in a clean 
and quiet suburb. Already, 
three international gatherings 
each involving more than 
1,000 participants have been 
scheduled to take place there. 

The village's construct ion 
contractors will soon send a 
group to the Shenzhen Speical 
Economic Zone in Guangdong 
Province to invite tenders 
from suppliers for high-grade 
catering, clothes washing, san
itary and fire-fightifig equip

ment. 
Gu said the facilities were 

mainly being financed by state 
loans and funds the organizers 
had raised themselves. But Gu 
warmly welcomed further con
tributions from companies and 
individuals at home and 
abroad. 

by Han Baocheng 

Sino-US Laser 
Compositor 

T he Printing Science and 
Technology Research In
stitute of China and Cali

fornia's Ideographix Inc. have 
successfully developed a high 
quality laser compositing and 
typesetting system capable of 
outputting both Chinese,char-
acters and foreign languages. 

The system offers page 
make-up facilities, can handle 
several dozen pages simul
taneously and incorporate im
ages and pictures alongside 
text. Manufactured from adv
anced laser equipment avail
able on the international mar
ket, the compositing system is 
compatible with lasersetters 
manufactured in Britain, Ja
pan, America and China, and 
can be run on many kinds of 
computers. 

Its main advantage, howev
er, is it costs half the price of 
similar compositors manufac
tured elsewhere. 

The Print ing Science and 
Technology Research Institute 
has a fruitful history of co
operation with overseas com
panies. It has already 
produced one successful com
positing system in partnership 
with Monotite International of 
Britain, Sha-ken Co., and Mor-
isawa of Japan which has been 
used widely in France, Ameri
ca, Singapore, Japan and Bri
tain. 

by Wang Hua and Xiao Bing 
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Architect Wins World Acclaim 

T
he archi tectural design 
"Nest ," by Zhang Zai-
yuan, associate professor 

of the architectural depart
ment of Wuhan University in 
Hubei Province, won second 
prize at the 15th Japanese New 
Industrial Architectural De
sign Competition held in Ja
pan recently. This is the fourth 
time that 39-year-old Zhang 
Zaiyuan has won a prize in an 
international architectural de
sign competition. 

Some 500 architects from all 
over the world took part in this 
competition entitled "Houses 
for Enjoying City Life." After 
studying present construction 
and its development in ma
jor Chinese cities, Zhang put 
forth a plan for developing 
new living space. This design, 
"Nest," is built in the upper 
space between many-storyed 
buildings and highrises where I 
human beings, pigeons and I 
other birds dwell, forming a 
specialized mode of residence. 

The jurors of the competi
tion said that Zhang displayed 
the talent and surprising po
tential for a younger-
generation architect. And, the 
mass media stressed that 
Zhang is the first Chinese ar
chitect ever to win four suc
cessive prizes in international | 
competitions. 

Born in a peasant's family, 
Zhang was enrolled at the 
Wuhan Architectural Indus
trial College in the 1970s. In 
1982, when he won a prize for 
the first time at the 17th Inter
national Architectural Design 
Competition, he was a tutor at 
that college. The title of 
his prize-winning design was 

"Changjiang River Crystal Pa
lace." 

His design was to build a 
rectangular glass palace at the 
convergence of the Changjiang 
River and one of its tributar
ies. The top of the palace was 
to be above the water, where it 

would sparkle with the sun 
and water. Below the roof was 
a clear and fascinating under
water musical hall and a mag
nificent underwater theatre. 
The most imaginative fea
ture was the underwater 
"Changjiang Natura l Mu-
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New Treatment Heals Burns 

seum." It would display in 
miniature the landforms along 
the Changjiang River in a sus
pended large glass case. People 
could view it on both sides of 
a long, underwater corridor. 
This wonderful design present
ed an ancient mythical aura, 
gaining him fame among 
world-level contests of the 80s. 

In 1985, his design "Chinese 
Shennongjia Wildmen Club" 
again won a prize at the 
20th International Architec
tural Design Competition. He 
loosely binds and spreads real 
tree barks and branches on 
supports. Barks and branches 
of various lengths form odd-
looking "windows" on the 
walls. Crisscrossed rays of 
light shine through the win
dows and from inside one can 
look out at the natural scenery 
through the uniquely designed 
frames. Zhang's very rustic 
and contemporary creations 
again took his judges by sur
prise. 

In 1987, Zhang's "Airborne 
Waterside Pavilion on the 
Three Gorges of Changjiang 
River" won second prize at Ja
pan's Sanshu Maruei Interna
tional Design Competition. He 
was then assistant director and 
assistant professor of the ar
chitectural depar tment of 
Wuhan University. 

Those who know him say 
Zhang's pr imary difference 
from other people is his way of 
thinking, which is like that of 
a galloping wild horse. He is an 
all-round scholar. He is good 
at calligraphy and woodcuts, 
and has been a script writer 
and director of special TV pro
grammes. He has also written a 
best-seller book about inviting 
and entering bids, as well as 
contracting in archi tectural 
engineering. Zhang thinks that 
knowledge of many fields 
broadens one's mind, stimu
lates imagination and helps i 
create world-surprising works. I 

A t a press conference 
held in Beijing, report
ers were shown a young 

farmer seriously burned 30 
months before, who has recov
ered completely without any 
evidence of scars. 

Zhou Zhenhua from Xinxi-
an County in coastal Shandong 
Province was burned in March 
1986 in an accident caused by 
a fire from diesel oil. His 
whole face and both hands 
were burned. He was rushed 
to doctor Xu Rongxiang, who 
then worked at a hospital in 
the provincial capital, Jinan. 
Xu applied a milky white paste 
to the sterilized wound, and 
Zhou's pain was quickly eased. 
Several days later, new skin 
was seen growing on the 

wound. Tve!;iy-five days la
ter, the wo.i; ii was completely 
healed. A* . :t from the new 
pink skin on the hands, which 
stood out from the nonda-
maged areas, his whole face 
looked like it did originally. 
No scars were evident. 

Doctor Xu was only 28 when 
he healed Zhou's wound. The 
miraculous paste he applied 
was put to trial use in 1981. He 
called it "Moisturizing Paste 
for Burns," and his method 
was termed "Moistur iz ing 
and Exposure Treatment for 
Burns." 

Clinical practices have 
shown that Xu's new drug and 
treatment will keep the wound 
moist yet not macerated, gives 
no pain and causes neither 

scabs nor infec
tions. It can keep 
burnt tissue from 
dying and help 
reactivize it. Ge
nerally speaking, 
no skin-grafting 
is needed. By us
ing Xu's paste 
and t reatment 
without delay, 
s e c o n d - d e g r e e 
wounds can be 
fully healed with
out leaving any 
scar tissue. His 
paste and treat
ment is also effec
tive for arrest
ing small scars 
caused by tissue 
degeneration or 
for removing 
scars resulting 
from second-
degree burns in
flicted by other 
t reatment meth-

Ooctor Xu examines one of his patients. 
LUO MINGYANG 
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ods. Many experts regard Xu's 
method a new breakthrough in 
the treatment of burns. 

Born into a family versed in 
traditional Chinese medicine, 
Xu was a "bare-foot" doctor 
in the rural areas dur ing 
the "cul tural revolu t ion" 
(1966-76). Later he was en
rolled by the Qingdao Medical 
College and graduated in 1982. 

Xu's achievement in treating 
burns stems much from a theo
ry of traditional medicine. Ac
cording to such a theory, if 
heat resulting from burns 
stays in one's body, it will 
cause sores. Therefore, Xu de
fines his way of treating burns 
in terms of three processes: an 
invigoration of blood circula
tion, elimination of blood stas
is and a relieving of heat , 
carbuncles and inflammation. 
Speaking more concretely, the 
former two aim at treating 
burns, and the last aims at 
helping new muscle and skin 
to come out. The former two 
processes require a paste con
taining drugs that are warm 
and stimulating,,while the last 
needs drugs that will help to 
attain a cooling effect. Made 
entirely from traditional med
icine, Xu's paste combines 
both functions and contains no 
conflicting elements. 

During actual t rea tment , 
doctor Xu exposes the wound, 
yet keeps it moist. As the 
paste's melting point is some
what lower than the skin's sur
face temperature, that part of 
the paste close to the skin is in 
a liquid state, while the outer 
part forms a solid, thin crust. 
The crust becomes a screen to 
ward off and kill germs that 
try to intrude, thus effective
ly preventing infection. That 
part of the paste close to the 
skin not only has a medicin
al effect, but also serves as 
a drainage layer between the 
medicinal crust and the dying 
tissue. The fluid carries the 

At his art exhibition held recently in Beijing, young artist Cao Yong astounded 
viewers with his works which are both imaginative and unique in subject-matter. 
Cao's art also expresses some religious overtones and are a reflection of his 
six-year experiences in Tibet. 

dead germs to the outer crust, 
while the clean, solid Jayer 
gradually melts and flows in
ward. 

The fee involved in Xu's new 
t rea tment is only one-third 
that of t radi t ional methods 
used to treat burns. 

Since the effective cure of 
his first patient in 1981, thou
sands of pat ients suffering 
from burns have gone to doc
tor Xu and are satisfied with 
his paste and way of treat
ment. In 1987, Xu's new treat
ment was recognized by the 
state as an important scientif
ic and technological invention 

and recommended its use. In 
The following year, his paste 
was approved by the Ministry 
of Public Health for marketing 
as a new drug of the People's 
Republic of China. 

Today, Xu is head of a re
search institute aimed at popu
larizing and perfecting his new 
treatment. Some 500 hospitals 
across the country have adopt
ed Xu's treatment method in 
different ways. The paste is 
now domestically used on oth
er wounds, ulcers and bedsores 
and is beginning to be ex
ported. 

by Cui Lili 

34 BEIJING REVIEW, MARCH 12-19, 1989 



The Great Wall. 

A Group of Mountains. 

Chinese Paintings 
by Wang Wenfang 

Wang Wenfang, born in Zhaoyuan 
County, Shandong Province, in 1938, now 
is a professional painter with the Beijing 
Studio of Art and Calligraphy. 

Wang aptly studies Chinese landscape 
paint ings and pays close a t ten t ion to 
artistic conception, as well as interesting 
and local flavours of life in his paintings. 
By using var ious designs, he always 
presents some new ideas in his works. 
He creates his unique pictures by using 
colourful ink splashes. 

ART PACE 

Landscape From Xinjiang. 



IIANGUO HOTEl 
BtllING 

The Jianguo Hotel is one of 
Beijing's top international hotels 
A Sino-American joint venture, the Jianguo Hotel stands to the east of Tiananmen 
Square, close to the diplomatic sector and the International Club, and within easy 
reach of major government and business offices. It's an ideal starting point for 
visiting Beijing's many historical and 
scenic sites. 
Built around an elegant and beautiful 
garden, the hotel is fully equipped with 
quiet and comfortable rooms and a bus
iness centre complete with international 
direct dialling. 
As well as serving Chinese and Western 
food, the Jianguo Hotel has a Japanese-
style restaurant and bar. H 
Its staff are fully trained and always p 
ready and eager to be of service. 
Your presence is always welcome in the 
Jianguo Hotel. 

For information, call any of our reservation offices: 

Hong Kong 
Jianguo Hotel, Beijing 
3607 Gloucester Tower 
The Landmark, Hong Kong 
Tel: 5-8681221 
Fax: 5-280296 
Telex: 85946 

USA Jianguo Hotel, Beijing Swiss-Belhotel Management Ltd. 820 Montgomery Street San Francisco Ca.94133, USA Tel: (415) 392-8260 Toll free: (800) 553-3638 Fax: (415) 392-0558 Telex: 278128 GCA UR 

China 
Jianguo Hotel, Beijing 
Jianguomenwai Dajie 
Beijing 
People's Republic of China 
Tel: 500 2233 
Fax: 500 2871 
Telex: 22439 JGHBJ 
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