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A rural landscape.

Photo by Wang Guangxi



HIGHLIGHTS OF THE WEEK

Market Forces at Work

0 China’s effort since 1978 to restructure its economy has
successfully transformed the traditional central planning
system into one that combines planning and regulation by
market forces. The introduction of competitive principles
has given rise to a variety of markets (p. 12).

Steel Industry Up to World Standards

O China’s iron and steel industry has made further progress
in its efforts to improve product quality and variety after
hitting the production target of 60 million tons of steel in
1990. Local iron and steel enterprises have developed rapidly
by updating their technology and expanding international
exchanges (p. 17).

African Unity Urged to Meet Challenges

O The Organization of African Unity has renewed calls for
African countries to pool efforts to maintain political stabil-
ity, develop their national economies and promote regional
economic integration (p. 8).

Understanding of DNA Structure Improves

0 A talented young scientist, Bai Chunli, was able to observe
the DNA triple-stranded conformation by using a scanning
tunneling microscope. His success has improved our under-
standing of the DNA structure and opened a new chapter in
the study of organisms (p. 20).

Income Tax Law for Foreign-Invested Enterprises

O The Income Tax Law of the People’s Republic of China
for Enterprises With Foreign Investment and Foreign Enter-
prises, published in full in this issue of Beijing Review, was
adopted at the Fourth Session of the Seventh NPC on April
9., 1991 and scheduled to go into effect on July 1 (p. 24).
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Yang Concludes
Southeast Asian Trip

recent tour of Thailand

and Indonesia has opened
new vistas for friendly and
co-operative relations between
China and member countries
of the Association of Southeast
Asian Nations, Renmin Ribao
(People’s Daily) commented.

Yang and his party arrived in
Bangkok on June 10 following
his five-day trip to Indonesia.
He was the second Chinese top
leader to visit Thailand since
former president Li Xiannian
visited the country in 1985.

President Yang said the pur-
pose of his visit was to promote
the bilateral relations by “enh-
ancing friendship, deepening
understanding, broadening the
common ground and developing
co-operation.”

At the banquet given by Thai
King Bhumibol Adulyadej in
honour of the Chinese Pres-
ident, Yang said the two coun-
tries have enjoyed long history

President Yang Shangkun’s

TANG MENGZONG

Pre\sident Yang Shangkun goes sightseeing in Indonesia.

of friendly contacts and there is
a kinship-like affinity between
the two peoples. And the 16
years of diplomatic ties had wit-
nessed all-round and smooth de-
velopment in all aspects of their
relations, he noted.

There have been frequent ex-
changes of visits by high-

Yang presents King Bhumibol with a collection of Buddhist scriptures at the Grand

Palace of Bangkok.

LIU JIANSHENG

ranking officials in recent years
between the two countries, and
the bilateral trade volume has
amounted to about US$1.2 bil-
lion, the Chinese president said.

King Bhumibol said the con-
tacts between the two govern-
ments and peoples had made
them inseparable.

During his meeting with Thai
Prime Minister Anand Pan-
yarachun, Yang discussed the
Cambodian issue, saying China
hopes the four Cambodian par-
ties will let bygones be bygones
and make way for an early set-
tlement of the conflict.

Yang spoke highly of Chinese
nationals residing in Thailand,
at a banquet hosted by local
Chinese associations, for their
contributions to the develop-
ment of the country and their
role as a bridge between China
and Thailand.

He told his well-wishers that
the Communist Party of China
(CPC) had long advocted the
policy of “peaceful reunifi-
cation and one-country, two sys-
tems,” with such proposals as
negotiations between the CPC
and the ruling Kuomintang in

BEIJING REVIEW, JUNE 24-30, 1991




EVENTS / TRENDS

Taiwan on direct exchange of
mail, trade, and air and ship-
ping services.

“We hope the Taiwan author-
ities would take actions and
make a genuine response,”
Yang said. [ ]

Boosting Production
With Knowledge

n a bid to convert more
Iscientific discoveries into

high productivity or solid
products, in the next five years
China will carry out a series
of programmes designed to im-
prove product quality, develop
new varieties, reduce produc-
tion costs and improve produc-
tivity.

During the past 11 years
(1979-1990), scientific findings
brought 280 billion yuan of
profit to China’s national econ-
omy. For example, the Sev-
enth Five-Year Plan period
(1986-1990) saw more than 390
new strains of crops cultivat-
ed, bringing a 25-billion kilo-
gramme increase in grain out-
put. Twenty-five major crop di-
seases related to insects are now
controlled. China’s grain output
made the record of 400 billion
kilogrammes.

The acreage sown to long-
grained hybrid rice, which won
a special state prize, reached 1.3
million hectares in 1988, or 40
percent of China’s total rice-

growing acreage, and accounted |

for 48.5 percent of the nation’s
total rice output. The populari-
zation of this hybrid rice is re-
garded as nothing short of a
“green revolution” in China’s
grain production.

Thanks to the production of
120 items of new technological
know-how, China’s first large
seabeach oil field, Gudong Oil
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Field, turned out 17.7 million
tons of oil in three years, mak-
ing a profit of 8.8 billion yuan.

During the Eighth Five-Year
Plan period (1991-1995), China
will develop some 20,000 scien-
tific findings. In agriculture,

better varieties of grain, cotton |

and oil-bearing plants will be
introduced along with new
methods for the processing of
farm products and the protec-
tion of the environment.

With the help of these find-
ings, the annual agricultural
output value is expected to
reach above 200 billion yuan.
Grain output will rise by 10 bil-
lion kilogrammes; cotton, 150
million kilogrammes; and edi-
ble oil, 500 million kilo-
grammes. The industrial output
value will increase by 50-80 bil-
lion yuan as well.

Transfer of scientific know-
ledge will also help improve the
technological level of such key
industries as energy, raw ma-
terials, transportation, telecom-
munications, machine building
and electronics.

Scientific institutions and or-
ganizations will work to dissem-
inate scientific results, and en-

terprises will be eage to ap-
ply new technology in order
to boost production. A market
mechanism for selling and buy-
ing new technology and its
scientific uses will also be
set up.

There will be 500,000 to 1
million people engaged in popu-
larizing scientific findings. By
the end of 1991, 800 million
yuan of state fund will have
been used for this purpose. =

State Sets Up
Information Office

he State Council’s Infor-

mation Office, which aims

to offer the world a better
and more informative picture
of China, has began operation,
Zhu Muzhi, director of the off-
ice, declared on June 13.

Zhu told a meeting of Chinese
and foreign reporters and press
officials from foreign embassies
in Beijing that the aim of his
office is to help promote mutual
understanding between China
and the rest of the world, so as

Zhu Muzhi introduces to the press his newly-established Information Office:
JIANGUO
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to strengthen China’s exchanges
and co-operation with other
countries and regions in the eco-
nomic, scientific and cultural
fields.

The Information Office, a
multi-functional administrative
body, is responsible for “or-
ganizing, promoting and co-
ordinating the work of different
government departments in in-
troducing China to the foreign
countries.” “We don’t act as
censors on news reporting and
alike,” he added. ’

Instead, the director prom-
ised, the office will provide var-
ious services and conveniences
for all people, journalists in-
cluded, who want to learn about
China.

He stressed that China is still
little known to most people
abroad, and that more often
than not the China in foreign
minds does not tally with the
China in reality, owing to par-
tial knowledge, misunderstand-
ing, prejudice, and, in some
cases, false impression derived
from rumours.

According to Zhu, the new
office will neither take over the
foreign affairs of any other gov-
ernmental departments nor take
over the function of the spokes-
man for the State Council.

Foreign press officials in
China and foreign reporters as
well as correspondents from
Kong Kong and Macao are wel-
come to bring suggestions and
questions to the Information
Office, he said, adding, “We’re
ready to do our best to help.”

Deputy director of the office,
Zeng Jianhui, said the office
has had branch offices set up in
most provinces, autonomous re-
gions and municipalities. The
other deputy director, Zhou
Jue, was also presented at the
meeting.

by Staff Reporter Wang Xin

R

A recent fashion show in Beijing.

Phones, Stocks, Decors
Signal Better Life

hina’s urban residents are
C leading a better life, ac-

cording to a recent Work-
ers’ Daily survey.

Telephones, once a rarity,
have entered ordinary house-
holds. As effective communica-
tion tools adapted to the quick-
ening rhythms of modern life,
telephones are one of the most-
sought-after consumer goods
among urbanites.

In Harbin, capital of Nor-
theast China’s Heilongjiang
Province, 23,034 houscholds
had telephones installed by the
end of 1990, or 71 times the
figure in 1985. Despite high
telephone installation charges,
which has increased from 1,000
yuan to 3,000 yuan since Octo-
ber of last year, 16,000 house-
holds in Harbin are awaiting te-
lephone service.

Furthermore, there is a rising
demand for telephone beepers
in Harbin, where 14,000 pagers
are already in use.

Interior Decoration. New and
attractive interior decors have
come in vogue among urban re-
sidents of Harbin. Statistics in-

ZHANG YANHUI

dicate the average expenditure
on house decoration has in-
creased by more than 600 per-
cent compared with figures re-
leased in 1985. Ornamental ma-
terials for interior decoration
and household refurbishing
such as wallpaper and painting
materials are selling especially
well.

The city’s average per-capita
expenditure on clothing has
more than doubled in the past
six years.

Another trend popular among
residents of this northeast city is
the use of gold ornaments. Com-
pared with 1985, the per-capita
expenditure on gold ornaments
has increased by 400 percent in
1990, while that on cosmetics
has increased by 1.4 times, indi-
cated the Workers’ Daily report.

A sample survey covering 10,-
000 married couples in Mudan-
jlang, another city in Hei-
longjiang, shows the average
wedding expenditure has
climbed from 5,000 yuan per
couple in 1985 to 12,500 yuan
last year.

Stock Exchange Gaining. Many
citizens of Harbin have come to
see stock exchange as a way of
increasing the value of their
savings and keeping a nest egg.

BEIJING REVIEW, JUNE 24-30, 1991
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Last year, Harbin dwellers
bought state treasury bonds to
the tune of 200 million yuan,
four times the 1989 figure. In
1989 the city had only one
share-holding company; today
there are 11. [ ]

Industry Picks up,
Sales Remain Weak

this year China’s total in-

dustrial output value regis-
tered a 13.3 percent rise, reach-
ing 915.2 billion yuan.

Statistics show that the output
of the state sector increased by
8.9 percent, the collective sector
by 19 percent and the rural
industry by 31.6 percent from
January to May.

In May alone, the output val-
ue totalled 203.4 billion yuan,
averaging 6.78 billion yuan a
day, or an increase of 13.3 per-

In the first five months of

cent over the previous month.

Industrial officials said that
electrical machinery production
was up thanks to increased
investment. However, officials
warned that the industry was
still recovering. Production of
steel, pig iron, rolled steel, non-
ferrous metal, aluminium, and
sodium carbonate grew at a low-
er rate than overall industrial
growth.

The consumer goods market
has returned to normal with the
stable production of light indus-
trial and textile products. In the
first five months, the produc-
tion of bicycles increased by
19.1 percent, colour television
sets by 47.9 percent, tape recor-
ders by 14.5 percent and electr-
ical fans by 12.2 percent.

The first four months saw a
32 percent increase in the sales
of agricultural machinery, com-
pared with the corresponding
period of last year.

Analysts said that the indus-
trial growth of the past five

The Lanzhou Aluminium Plant, one of the 10 biggest ones in China, has maintained

a 100-percent first-grade product rate for seven years in succession.
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SHENGGUI

s

months is higher than the aver-
age growth rate of recent years,
but the market sales are still
weak compared with the indus-
trial growth. ]

Stock Exchange
Adds Wings to SEZ

local law governing the
A trade in negotiable securi-

ties took effect in May in
the Shenzhen Special Economic
Zone. Shenzhen and Shanghai
are the only cities in China to
have established stock exchage
markets on a trial basis.

The trade in stocks is increas-
ingly becoming a way of life for
Shenzhen, a close neighbour of
Hong Kong. Of its population of
1 million, 80,000 have become
involved in stock deals.

To date the city has issued
270 million yuan (US$51 mil-
lion) worth of stocks (face val-
ue), half of them for public sale.
Last year, the volume of tran-
sactions at the Shenzhen stock
exchange market reached 1.176
billion yuan.

The establishment of the
stock exchange market has ad-
ded wings to Shenzhen as a
pace-setter in reforming China’s
economic system. Stocks have
become a major fund-raising
means for most of the local
companies. Now about 2,000
companies in the city are share-
holding companies. The city has
also developed a inter-bank loan
market, foreign exchange mar-
ket and a gold market. Accord-
ing to Zhang Guogqing, a local
official, foreign investors are
also allowed to share a piece of
action on Shenzhen’s stock ex-
change market within the
framework of local law.
by Staff Reporter Han Guojian
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OAU Urges ‘Pool of Efforts’

by Pan Yongmin

the Organization of Afri-

can Unity (OAU) ended
on June 6 in the Nigerian capital
of Abuja by calling on the Afri-
can continent to pool its efforts
to meet political, economic and
social challenges.

The meeting, attended by 35
heads of state or government,
adopted a statement on the si-
tuation in South Africa, which
urged an end to violence in that
country and called for continued
sanctions against Pretoria. Three
resolutions were also adopted
calling on the people of Liber-
ia, Ethiopia and Somalia to put
aside differences and hold talks
to restore peace and normal or-
der there. It was announced that
a mediation committee com-
posed of Nigeria, Kenya, Sudan,
Somalia and Djibouti had been
formed to seek a peaceful solu-
tion to the Ethiopian crisis.

A noteworthy result of the
meeting was the signing of a trea-
ty on the establishment of an Af-
rican economic community, an
action representing a significant
shift away from politics, which
had traditionally held sway at
OAU summits since its founding
in 1963.

Major topics at the meeting in-
cluded: mounting external debt,
which now stands at some
US$270 billion: deteriorating
trade terms; and increased eco-
nomic co-operation and self-
reliance through acceleration of
economic integration.

Throughout the 1980s, two-

The 27th summit meeting of

thirds of African nations, sup-
ported by international financial
institutions, including the Inter-
national Monetary Fund (IMF)
and the World Bank, made eco-
nomic adjustments. Except for
a few, however, most countries
witnessed rising unemployment,
dwindling purchasing power,
and slow economic growth.

Since 1988, thanks to good
weather, most of the Sub-Sahara
countries recorded a steady agri-
cultural growth for three years in
a row. The gross domestic prod-
uct in Africa grew by 3.1 percent
in 1989 and by 3.6 percent in
1990, approaching and exceeding
the population growth rate of 3.2
percent.

Currently, Africa faces three
major problems. First, a mount-
ing foreign debt. More than 40
percent of Africa’s annual export
earnings is used to repay for-
eign debt. Second, the economic
structure, characterized by the
export of primary products and
raw materials and the import of
large quantities of manufactured
goods, has not changed much.
Since the late 1980s, prices of
raw materials and primary prod-
ucts on the international market
repeatedly fell, inflicting huge
losses on African countries. On
the other hand, prices of indus-
trial products indispensable for
Africa’s agricultural and indus-
trial production and people’s dai-
ly life continued to rise. This
price gap is among major factors
responsible for Africa’s poverty.
The third restraint is the popula-

tion explosion. For years African
population has been growing at
a rate of over 3 percent, high-
er than the continent’s econo-
mic growth. As a result, more
than half of the world’s least de-
veloped countries are located in
AfTrica.

These severe challenges have
prompted African nations to ex-
plore new paths of development.
At its 21st summit in 1985, the
OAU for the first time in its
history called on member states
to give priority to agricultural
development, especially grain
production. To right a misguided
aid programme conducted by the
IMF and the World Bank, the
United Nations Economic Com-
mission for Africa, together with
many African countries, formu-
lated a substitute plan which put
emphasts on developing local re-
sources, improving the manage-
ment of state-run enterprises,
encouraging agricultural devel-
opment and self-sufficiency in
grain supply, gradually diversi-
fying the economy and exports,
and conducting regional co-
operation.

African countries have made
great efforts to promote regional
economic integration. Dozens of
regional economic co-operative
organizations have sprung up, in-
cluding the West African Econo-
mic Community, the largest of
them in size. As early as in 1979,
an OAU summit meeting in Lib-
eria proposed to break the mar-
ket barriers between production
and distribution and to promote
economic integration among Af-
rican countries. In April 1980,
the OAU held a special summit
in Lagos, Nigeria to discuss eco-
nomic issues. This meeting
adopted the well-known “Lagos
Plan of Action,” which mapped
out goals for development up to
the year 2000. It called on Afri-
can countries to pool efforts to
promote economic development
and integration.

The prospect of a single Euro-
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pean market, scheduled to be es-
tablished at the end of 1992, and
the emergence of other region-
al trading blocs make African
countries more keenly aware of
the necessity and urgency in
completing the process of Afri-
can integration.

The treaty signed during the
latest summit suggested six
stages for establishing the com-
munity, starting with the streng-
thening of regional economic
groupings and ending with the
setting up of an African Mone-
tary Union, the establishment of
an African Central Bank and the

creation of a single African cur-
rency.

In his closing speech, current
OAU Chairman, Nigerian Pres-
ident Ibrahim Babangida des-
cribed the meeting as “epoch-
making” and a “unique, indeed
historic, summit.” By signing the
treaty establishing the African
Economic Community, “We
have taken the decisive step to-
wards economic integration, de-
velopment and co-operation in
Africa. The historic event was
the fulfilment of a long-held
dream to harness Africa’s full
potentials,” said Babangida. =

Germany Faces Stern Test

by Shun Feng

he economy in the east Ger-
T man region has deteriorat-

ed since the unification of
two Germanys on October 3,
1990. Therefore, German Chan-
cellor Helmut Kohl, while visit-
ing the United States last May,
asked the US entrepreneurs to
invest in this region.

Before his visit, Kohl personal-
ly inspected the east German re-
gion on April 7, 1991. There he
was applauded and also became
the object of indignant protest
and even the target for eggs. All
this is a result of sharp economic
deterioration since the unifica-
tion of Germany.

The federal government or-
iginally thought there would be
a smooth transformation of the
economic and political systems
of the eastern region and the
creation of “the second German
economic wonder.” The Kohl
government also claimed to raise
the people’s living standard of
the eastern region to that of the
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western region. However, the
economic and social situation in
the eastern region has worsened,
causing a series of social prob-
lems.

Strike After Strike

At the end of last year, railway
employees and teachers went on
strike. This was followed, on Jan-
uvary 23, 1991, by 12,000 post
and telecommunication person-
nel demanding that their econo-
mic treatment be improved and
their employment guaranteed.
Subsequently, the main postal
offices in some big cities basi-
cally stopped service during the
three days of strike. The over-
stock of postal packets was more
than 8 million, seriously affect-
ing economic and social life in
Germany.

On March 19, people in some
cities in the eastern region held
demonstrations and assemblies.
In Leipzig, about 60,000 people

held a rally, strongly protesting a
lack of fulfillment of promises
made by the Kohl government.
Demonstrators demanded for
better living standards and more
jobs.

Not long ago some big cities
in the ecastern region resumed
“Monday meetings” against the
government, expressing feelings
and frustration against the Kohl
government.

According to statistics, indus-
trial production in the eastern
region of Germany in 1990 de-
creased by 50 percent compared
with that of 1989. It again de-
creased by 31 percent in the first
two months of this year. More
than 8,000 state enterprises,
which took up 95 percent of the
industrial production in form-
er Democratic Germany, have
nearly shut down or half stopped
work. Industrial production con-
tinues to decline, but has not yet
reached the bottom.

The sluggish economy and fac-
tory close-downs have led to ser-
ious unemployment. The jobless
in the eastern region of Germany
increased by 21,000 in March
over figures of the previous
month, totalling 800,000, while
semi-unemployment reached 2
million. It is predicted that the
unemployed will soon account
for one third of the total number
of labourers of this region. As
unemployment increases so does
concern for the future.

Although the newly organized
five states of the eastern region
have set up governmental opera-
tions at all levels, none operates
well because of a shortage of
money. The budgetary expendi-
ture of the five states is 106.4
billion marks, while income is
62.8 billion marks, a deficit of
43.6 billion marks. Because of
this shortage of money, problem
solving is hampered, even at a
standstill. Government proceed-
ings await financial assistance
from various states of the west-
ern region.
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Other Problems

German unification was rapid-
ly accomplished, causing a series
of shocks and various unadapt-
abilities in the eastern region.

As the economic system was
transformed, enterprises of the
eastern region were pushed into
sharp international competition.
In comparison with the western
region, their production efficien-
cy is low and competitiveness
weak. The consumption psychol-
ogy of the people in the eastern
region has undergone a change.
The products made by enterpris-
es in this region are not well sold
and many enterprises have fallen
into a crisis. Besides, the main
markets for products of original
East German enterprises were
the Soviet Union and other
member nations of the Coun-
cil for Mutual Economic Ass-
istance. Now that foreign trade
of the eastern region is based on
cash and the Soviet Union and
East European countries have no
hard currencies to buy products
from the eastern region of Ger-
many, eastern enterprises have
lost their traditional market.

The original social and admin-
istrative organs of the eastern re-
gion have been fractured and
new ones have not been set up
because of a lack of personnel
and funds. The management of
the eastern region is actually in
chaos. Many public employees in
the eastern region were dismissed
from offices and joined the
unemployed army. The German
government planned to send a
large number of workers from
the western region to work in the
eastern region. However, because
the working conditions and liv-
ing standard of the eastern re-
gion are comparatively poor, the
westerners don’t want to go
there. Furthermore, they are not
familiar with the eastern region.
All this has given rise to various
contradictions.

Now a sluggish investment is

10

another big headache. It is diffi-
cult to rebuild the economy of
the eastern region. The Kohl
government pinned the hope of
rebuilding the economy there
upon an increase of private in-
vestment. The government had
thought once it declared the pol-
icy of privatization and market
economy in the eastern region,
private investors would gather in
great numbers. Because the or-
iginal ownership of enterprises
and landed estates in the eastern
region is in a mess, the priva-
tization process has slowly pro-
gressed. Also, because the en-
vironmental pollution there is
serious and basic facilities are
backward, enterprises of the
western region of Germany and
other Western countries don’t
want to risk investment in the
eastern region of Germany. In
the meantime enterprises of the
western region would rather
work extra shifts or extra hours
and then transport products to
the eastern region to sell than go
there immediately. At the least
they don’t want to invest and
build factories there for the time
being. This has further caused
the imbalance of economic de-
velopment between the eastern
and western parts of Germany
and in particular led to an econo-

mic recession in the eastern re-

gion.

Because of the present situa-
tion the inhabitants of the east-
ern region feel abandoned. Their
original enthusiasm towards the
unification has been replaced by
sober-mindedness. Furthermore,
wage differences, wide gaps be-
tween the living standards and
discrimination have made re-
gional identity a cause of es-
trangement between the eastern
and western inhabitants, creating
a big social problem.

Countermeasures

In face of these difficulties, the
Kohl government has tried to

find a way to deal with this situa-
tion. Not long ago it put forward
a plan of prosperity for the east-
ern region. First, the government
decided to allocate 100 billion
marks to increase public invest-
ment, indirect subsidies and fin-
ancial subsidies of all the newly
built states in the eastern region.
The second point is to readjust
the policy of privatization by ad-
vocating simultaneous privatiza-
tion and improvement of the en-
terprises of former East Ger-
many. The Federal Assembly of
Germany worked out a law
aimed at removing obstacles to
privatization and promoting in-
vestment. Its nucleus is to carry
out the most favourable policy
towards the investors and parti-
cularly those who create job op-
portunities by buying pieces of
land and enterprises in the east-
ern region. The third point is to
rapidly set up and perfect the
administrative organs at all lev-
els. The federal government de-
cided to allocate another 7 bil-
lion marks to increase wages and
subsidies of those talented per-
sons in the western region who
would like to work in the eastern
region. It also decided to send
managers and officials of the
eastern region to the west for
training. To ease the social ten-
sion, the ruling parties of Ger-
many reached a consensus that
the old-age pension of retired
staffers and workers of the east-
ern region will increase by 15
percent as of July 1 on the basis
of an increase of 15 percent ap-
proved earlier this year.
Whether all these measures
will be effective or not cannot be
decided by now, observers say.
It seems that the eastern region
has now entered a most difficult
period. To create the same living
conditions in the whole of Ger-
many and realize genuine unifi-
cation is of primary importance,
constituting the most difficult is-
sue facing Germany today. [ |
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Ethiopia Changes Dramatically

ple’s Revolutionary Demo-

cratic Front (EPRDF) cap-
tured the presidential palace May
28; Mengistu regime fell.

Lying in northeast Africa,
Ethiopia .has 50 million of popu-
lation including 75 ethnic groups
living in an area of 1.2 million
square kilometres. For decades
this country has been afflicted by
natural disasters and embarrassed
by continued fighting.

Mengistu Haile Mariam, leader
of the military regime since 1977,
fled to Zimbabwe on May 21 un-
der the excuse of inspecting a mil-
itary training centre.

After Mengistu escaped, Depu-
ty President Tesfaye Gebre-kidan
and the reshuffled cabinet tried
to stop the civil war and reach
national reconciliation by freeing
political prisoners and agreeing
to hold talks with the opposition
parties. But it was too late. Troops
of the opposition groups marched
onto the capital, overthrowing the
Mengistu regime.

A combination of internal and
external factors is responsible for
the fall of the Mengistu regime.
During the 14-year rule, Mengis-
tu insisted on suppressing oppos-
ing ethnic parties with arms, trig-
gering ethnic uprising at him.
Years of civil war depleted the
nation’s human resources and
materials, and the national econ-
omy was drawn to the edge of
bankruptcy.

A major external factor related
to the fall of Mengistu regime lies
in the trimming of assistance to
Ethiopia by the Soviet Union and
the East European countries.

The EPRDF is the strongest op-
position group composed of the
Tigre People’s Liberation Front
(TPLF) and some other opposi-

Fighters of the Ethiopian Peo-
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tion parties. Initially, the organi-
zation proclaimed it believed in
Marxism-Leninism and pursued
socialism. In recent years, it ad-
vocated multi-party democracy, a
mixed economy, equality among
nationalities and the right of au-
tonomy. Since the 1970s, the or-
ganization has fought against
government troops in northern
Ethiopia and carried out demo-
cratic reforms within the areas it
controls, winning the support of
local ethnic people.

The Ethiopian civil war holds a
record for being among the long-
est in the world. The fight in Er-
itrea in northern Ethiopia has
lasted for 31 years. During the
Haile Sellassie I reign, the ethnic
groups in Eritrea demanded in-
dependence and initiated armed
struggle for this purpose in 1961.
But the struggle was crushed by
the central government.

When Emperor Sellassie was
overthrown in 1974, the military
regime strengthened the suppres-
sion which caused greater rebel-
lion of the local people.

Eritrea covers an area of 12,000
square kilometres with 2.6 mil-
lion people. Facing the Red Sea,
Eritrea, with 1,113 kilometres of
coastline, controls the Mandeb
Straits and is strategically impor-
tant. In its history, Eritrea had
been occupied by troops from
Turkey, Egypt, Britain and Italy.
After World War II, the United
States and the Soviet Union each
supported, overtly or covertly,
the Eritrean ethnic people’s
armed struggle for independence
in order to weaken the other’s in-
fluence in the area. In addition,
the movement for independence
has won support of some Islamic
nations in the Middle East be-
cause of their shared religious

and cultural backgrounds.

Because the military regime,
which maintained the ruling pos-
ition of Amhara, carried out a
policy of suppression among eth-
nic groups, national contradic-
tions intensified. Throughout the
country appeared 17 ethnic anti-
government organizations and
guerrillas fighting for specific na-
tional interests. Some of them
were crushed by the government’s
army and the rest harbours var-
ious political demands. However,
all agree on the same goal of ov-
erthrowing the Mengistu regime.

At present, the country still
faces a danger of being split and
the eruption of new conflicts. The
Eritrea People’s Liberation Front
has declared the founding of its
own interim government, indicat-
ing the possibility that Eritrea
will form an independent group.
Many Ethiopians are worried
about this.

Thus far, the EPRDF controls
only half of the country’s land.
The most difficult problem that
the new regime must settle is
Ethiopia’s millions of refugees.

It is reported that some high
officials of the former govern-
ment, including the former Prime
Minister Fikre Sellassie Wog-
deresse, have surrendered to the
EPRDF. The normal order in the
capital has been restored. Meles
Zenawi, chairman of the EPRDF
and acting prime minister, when
explaining the new government’s
programme to the diplomats in
Addis Ababa, said that the pri-
mary task is to restore law and
order in the country and ease the
pain of starving people. He stated
that if the Eritreans vote in fa-
vour of independence, the central
government will concede. u
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Economic Change Creates New Markets

restructure its economy has
successfully transformed the
traditional central planning sys-
tem into one of the planned com-
modity economy which uses mar-
ket principles as key operating
measures. This introduction of
market principles led to some
changes in the macro and micro-
economic regulatory systems:
—As ownership has been res-
tructured, both enterprises and in-
dividuals have cultivated an
awareness of their capacity to par-
ticipate in market activities on
their own. In the past, enterprises
and individuals were plagued by
the monotonous pattern of public
ownership and lacked a sense
of economic participation. Since
1978, however, great changes have
taken place in the ownership
structure. First, sole public owner-
ship has been replaced by state-
owned, collective, private and
foreign-funded economic sectors.
Second, the separation of owner-
ship rights from managerial rights
within the public sector has made
enterprises independent in man-
agement and responsible for their
own profits and losses. Such
changes have been a powerful
market stimulus for enterprises.
—Prices have been readjusted
to better mirror the value of
commodities and the relations be-
tween supply and demand. State-
set prices, floating prices and free
prices coexist. The proportion of
state-set commodity prices has
been decreased and the proportion
of commodities whose prices are
subject to market regulation has
been increased in order to narrow

Since 1978, China’s effort to

The author is an official of the China
Council for the Promotion of Interna-
tional Trade.
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by Zhao Xiaojian

the gap between the two pricing
systems for the same commodity.
The ultimate goal is to have a
single pricing system and, under
the guidance of planning, to let
prices float with the market. As
required by the law of value,
prices for farm produce, energy,
raw and semi-finished materials
and other basic industrial prod-
ucts have been increased in order
to achieve price parity.

—The scope of market has been
gradually widened and various
market systems promoted. In
terms of market forms, not only
have the original wholesale and
retail markets been developed, but
auction and leasing markets have
also been established. In terms of
market variety, apart from the or-
iginal consumer goods market, a
capital goods market, monetary
market, real estate market and
foreign exchange market have
also seen rapid development. A
new market network centred ar-
ound large and medium-sized ci-

ties and featuring the free flow
of commodities has been initially
shaped. .

—With their regulatory func-
tions strengthened, markets are
playing an ever more important
role in the national economy.
Price changes are exerting an in-
creasing influence on commodity
supply and demand, labpur and
funds. In the past, enterprises de-
pended heavily on the-govern-
ment but today they must keep a
close eye on market trends, In the
field of macro-economic,regula-
tion, the state no longer exercises
quantitative management;-of the
economy through direct planning
as it did in the past. Ipstead,
it exercises indirect #macro-
management through the yse of
market mechanisms in accogdance
with the law of value. The; state
guides enterprises in-its gpacro-
economic development 7 pro-
gramme by changing such (para-
meters as tax, interest ang ex-
change rates. .

{
The Shanghai Foreign Exchange Co-ordinating Centre registered a total transaction
LIU ZHONGYANG

volume of US$1.85 billion last year.
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Various markets have devel-
oped in China.

1. Commodity Market

Commodity markets are the
foundation of the market system.
After more than ten years of eco-
nomic reform, China’s commodity
markets have become quite active
and a complete commodity mar-
ket system has initially taken
shape.

—The consumer goods market.
As a result of the introduction of
various forms of ownership and
management and channels for the
circulation of commodities, the
scope of commodities subject to
market forces has been widened.
New commercial forms such as
trade centres, trade shops, whole-
sale markets, farm produce trade
fairs, co-operative stores as well
as agri¢ulture-industry-commerce
enterprises have emerged. This
has resulted in booming urban
and riral markets. Nationwide,
the nufnber of commercial outlets
increated from 1.048 million in
1978 to 8.6 million in 1990 and
the number of trade fairs in-
creaséd from 40,809 in 1980 to
73,857 in 1990. The total value of
transactions conducted at trade
fairs lfhroughout the country came
to 224.5 billion yuan in 1990,
about 27.2 percent of total retail
sale§ nationwide.

—The capital goods market. A
variety of capital goods markets
emerged. Many capital goods can
be #aded in the market whether
or fiot they are produced accord-
ing to state plan, thus greatly
strengthening the role of market
mechanisms. Capital goods mar-
kets for metals, machinery, elec-
tric equipment, timber, building
materials, chemicals, light indus-
trial materials and automobiles
have been established throughout
the country.

i Monetary Market

In order to make better use of
funds and meet the needs of a
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The Trust and Investment Corp. of the People’s Construction Bank of China opened

a securities office in Beijing on March 19.

developing monetary market,
China has conducted a series of
reforms of its financial system. As
of September 1983, the People’s
Bank of China, acting as the ex-
clusive financial agent of the
state’s financial affairs, stopped
providing loans and handling de-
posits for enterprises and indivi-
duals. To provide such services,
four specialized banks—the In-
dustrial and Commercial Bank,
the Agricultural Bank, the Bank
of Construction, the Bank of
China—and an investment bank
with the special task of overseeing
loans from the World Bank either
resumed operation or were new-
ly established. In July 1986, the
Bank of Communications re-
sumed its domestic banking busi-
nesses as China’s first joint-stock
financial institution. Later, an in-
ternational trust and investment
corporation, local trust and in-
vestment companies, leasing com-
panies and financial. companies
were established. In addition,
such financial organizations as ur-
ban and rural credit co-operatives
were also developed.

The reform of the financial sys-
tem gave birth to vibrant finan-
cial markets which have already
grown quite large in operation.

Financial markets play a positive
role in promoting economic devel-
opment through their lending and
borrowing activities.

—The stock markets. When the
Shenyang Trust and Investment
Corp. took the lead in handling
stock exchange businesses in early
August 1986, it marked the birth
of the stock market in China. Fol-
lowing quickly on its heels
were Shanghai, Xian, Taiyuan,
Chongqing, Wuhan, Xiamen,
Shenzhen, Guangzhou and Fuzh-
ou. In December 1990, China’s
first Stock Exchange was es-
tablished in Shanghai and, just re-
cently, the Shenzhen Stock Ex-
change was established. By the
end of 1990, China already had
46 securities companies oversee-
ing more than 700 affiliates and
30,000 employees and floating 200
billion yuan in various securities.
Listed securities have been grow-
ing annually by more than 60 per-
cent; transactions reached 13.6
billion yuan in 1990 or six times
that of 1989. Listed securities in-
clude treasury bonds, financial
bonds and enterprises’ stocks. As
China continues with its economic
restructuring and opening up, the
securities markets are certain to
thrive.
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—The debt market. Currently,
the debt market in China refers to
lending and borrowing between
banks, a market which, in recent
years, has been in a state of flux.
The volume of lending and bor-
rowing totalled 30 billion yuan in
1986, some 230 billion yuan in
1987 and 520 billion yuan in
1988, but down to 290 billion
yuan in 1989 and decreasing to
260 billion yuan in 1990. Such
fluctuations have much to do with
China’s unstable financial pol-
icies. Despite this, there is a lot of
room for development of China’s
debt market in the future.

—Insurance. In 1979, China de-
cided to establish an economic
compensation system by resuming
the issuance of domestic insur-
ance. Recent years have seen a
rapid development of the People’s
Insurance Corp. of China in its
domestic business. By 1990, prem-
iums totalled 17.78 billion yuan
and claims 8.11 billion yuan.

—Foreign exchange co-
ordination markets. The Shen-
zhen Special Economic Zone was
the first to establish a foreign
exchange co-ordination centre in
1985. It was then followed by ev-

An aerial view of the Technology Trading Centre of the Beijing Experimental Zone for the
Development of New Technology Industries which opened on May 11.
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ery province, autonomous region
and municipality, every city with
independent planning power and
other special economic zones.
When a national foreign exchange
co-ordination centre was esta-
blished in Beijing, foreign ex-
change prices were allowed to
fluctuate with the supply and de-
mand. A national foreign ex-
change market network has thus
been initially established. In 1990,
the value of all transactions na-
tionwide came to US$13.164 bil-
lion, up 53.68 percent from 1989.

3. Labour Market

China’s labour force is made up
of ordinary workers and farmers
as well as a more educated and
trained body of personnel. Corres-
ponding with these two groups are
two administrative systems: a la-
bour system and a personnel sys-
tem, the first in charge of workers
and farmers and the second of
office staff.

—Reform of the labour system
and establishment of labour mar-
ket. Since the reform of the labour
system began in 1986, the State
Council has established a series of
rules on employment in enterpris-

WANG CHENGXUAN

es. The rules stipulate that the em-
ployment system should be in line
with public needs and open to all
and that employees should be se-
lected according to enterprise re-
quirements. ‘Additionally, new
workers should be hired under
contract and the old practice of
the “iron rice bowl” (life-long em-
ployment) eliminated, employers
granted the right to fire employ-
ees for serious breach of discipline
and an unemployment and pen-
sion insurance established.

During the course of labour re-
form, the new system of labour
markets has promoted a reason-
able flow of labour and provided
more opportunities for both em-
ployers and employees to select
each other. By 1990, more than
8,000 labour markets were esta-
blished throughout the country.
These markets have played a ma-
jor role in job assignments, trans-
fers, provision of unempldyment
insurances and locating jobs for
rural labourers. N

—Reform of the personnel sys-
tem and the founding of tHe per-
sonnel exchange centres. A% part
of the reform of its labouf sys-
tem, China has also restructured
its personnel system.
As the use of confracts
has widened, the com-
petitive bidding:sys-
tem introduced among
enterprises has result-
ed in the nurturing of
a large number o :.;tal-
ented managerial ‘per—
sonnel. For example,
town and township
government civil Ser-
vants will be hired un-
der contract and per-
sonnel will be trags-
ferred administrative-
ly or through person-
nel exchange centres.
To this end, varioys
levels of personnel de-
partments established
personnel exchange or-
ganizations.

China presently has
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more than 1,000 personnel ex-
change centres Charged with the
task to match people and jobs.
They thus play a significant role
in promoting the reasonable flow
of labour.

4. Real Estate Market

One key factor in the reform of
the land-use system is to allow the
use of state land for compensation
during a specified period of time.
Initially, land-use rights could not
be transferred, leased or mort-
gaged in the market in order to
protect land resources and in-
crease overall economic benefits
to the state. To deepen land-use
reform, -however, special eco-
nomic zones and coastal open ci-
ties began in the second half of
1987 to allow the transfer or lease
of land-use rights so long as the
principle of separating ownership
of land from the right to use is
maintained. On May 19, 1990, the
State Council promulgated “Prov-
isions on Lease and Transfer of
State Land-Use Rights in Cities
and Towns.” According to the
provis"ions, investors have the
right to lease land and to transfer,
lease, and mortgage such right.
These reforms are now applied na-
tionwide. In the special econo-
mic zones and coastal open cities,
many foreign businessmen have
acquired the right to develop
tracts of land.

R¥al estate business has thus
been brisk and various kinds of
real estate transaction centres
have been established in most
large cities. Housing trusts, mort-
gage, labour services, consulting
services, housing exchanges, re-
pair and decoration are all part of
the real estate market. Incomplete
statistics indicate that the volume
of real estate transactions reached
5 billion yuan in 1989, a level
maintained during 1990.

“One development which merits
attention is the commercialization
of housing. Many cities have in-
troduced such practices as sale of
commodity houses, renting, in-
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The Taiwanese general manager (right) of the Fuzhou Xinghua Arts and Crafts Co.
Ltd. shows off his products to Hong Kong businessmen. The stone and wood carvings
are in high demand in the United States, Japan and Southeast Asian countries.

creased rent for extra floor space
and security deposits. Reform of
the housing system, for example,
has already begun in Beijing,
Shanghai and in other pilot loca-
tions such as Yantai in Shandong
Province, Bengbu in Anhui Prov-
ince and Tangshan in Hebei Prov-
ince. Housing is thus included as
part of the local planned commod-
ity economy. In 1989 a total of 10
billion yuan worth of new residen-
tial houses were sold to indivi-
duals, a figure which remained
the same throughout 1990.

The real estate market has
grown in China and is certain to
develop rapidly in coming years.

5. Technology Market

Since the Chinese government
decided to restructure its scientif-
ic and technological system and
develop a technology market in
1985, the market has developed
rapidly and become a key com-
ponent of the country’s market
system. This has promoted the ap-
plication of scientific and technol-

ogical achievements, thus combin--

ing science and technology with
economic construction. Progress
has been made in the following
fields:

—The volume of technology

trade has increased annually. The
figure reached 50 million yuan in
1983, up to 2.06 billion yuan in
1986 and further up to 7.51 bil-
lion yuan in 1990.

—The marketing network has
been expanded. As technology
trade has developed, various
places and departments have set
up technological development or-
ganizations and formed a multi-
tier and multi-channelled technol-
ogy market network. The network
encompasses county-level areas
and, in 1990, there were 20,700
technology/trade institutes.

—There has been a well-
regulated administration of the
technology market with various
locations setting up administra-
tive and regulatory departments.
These departments have helped to
normalize market administration.

—The technical level has con-
tinued to improve. In the technol-
ogy market’s initial stage of de-
velopment, the main buyers of
technology commodities were
small and medium-sized enter-
prises because the market could
not meet the needs of large enter-
prises. Today, however, the mar-
ket can meet the material and
technological needs of both large
and medium-sized enterprises.
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‘6. Information Market

An information market has also
begun to grow in China. Informa-
tion, as a commodity, will play an
increasingly important role in the
development of the commodity,
financial, labour, real estate and
technology markets.

Already, China has a nation-
wide information service network.
At the top level, there is the State
Economic Information Centre; at
the city level and within various
ministries and commissions, there
are economic information centres
and information service organiza-
tions; and at the county-level,
there are information service de-
partments. Additionally, many in-
formation consulting service com-
panies have been set up to provide
macro-economic information for
governmental and . enterprise
decision-makers and collect
micro-economic information for
enterprises.

In general, China’s great pro-
gress in its reform effort has grad-
ually strengthened the market sys-
tem. During the Eighth Five-Year
Plan period (1991-95), China will
continue to develop the consumer
goods market and expand the cap-
ital goods market. It will also dee-
pen reform of the commercial and
the supply systems in order to set
up an effective commodity circu-
lation system under the state’s
guidance and administration. Ef-
forts will be made to develop var-
ious kinds of wholesale markets
and trade forms, especially trans-
regional’ comprehensive or spe-
cialized enterprise groups which
engage in marketing and goods
circulation. At the same time,
monetary, technology, informa-
tion, real estate and labour mar-
kets should all be developed to
keep pace with the development
of the commodity markets. All
barriers and regional blockade
and compartmentalization should
be eliminated in order to promote
a nationally unified market. No
doubt, the continued development
and improvement of a variety of
markets and of an overall market
system will be the trend of China’s
future economic development. m

16

Steel Industry Reaching
World Standards

by Our Staff Reporter Zhang Zhiping

After meeting its target for producing 60 million
tons of steel during the Seventh Five-Year Plan
period (1986-90), China’s iron and steel mdustry has
made further progress in the quality and var:et‘y of
its products. Local iron and steel enterprises have
developed rapidly and there have been notable
achievements in technological renovations ana.

international technological exchanges.

million tons of steel and 51.21

million tons of rolled steel,
thus fulfilling the targets set in
the Seventh Five-Year Plan two
years ahead of schedule. In five
years, the country produced a to-
tal of 295 million tons of steel,
approximately 1.5 times the fi-
gure in the previous five-year
plan period.

The Seventh Five-Year Plan
period witnessed the most rapid
and vigorous development and
drastic changes ever in China’s
iron and steel industry. In five
years, the industry registered an
average annual growth of 3.8
million tons in iron and steel
production. The output in 1990
was 19.2 million tons more than
in 1985. During this period, the

In 1990, China produced 66.04

H

i«

e

'h.

e
industry invested a total &f 67
billion yuan, raising the nation’s
steel production capacity by'43.71
million tons, pig iron by 9.5mil-
lion tons, and rolled steell by
15.95 million tons.

b
Improved Quality ff

In recent years, despite ;the
constant growth in output, Ghi-
na’s iron and steel industry Rhas
had some problems. On the gne
hand, following the introductign
of the retrenchment policy, the
nation’s iron and steel market bhe-
came sluggish and some rolled
steel products became a drag on
the market. In the first half of
last year, China’s rolled steel
stock increased 11.03 percent
over the same period of the year

BELJING REVIEW, JUNE 24-30, 1991




CHINA

Output of China’s Ten Major Iron and Steel Enterprises

Steel (million tons)

Iron (million tons)

1980 1990 1980 1990
Anshan Iron and Steel Co. 6.97 771 6.70 7.41
Wuhan Iron and Steel Co. 2.78 474 3.44 4.51
Shoudu Iron and Steel Co. 1.55 4.36 2.94 3.58
Baoshan Izon and Steel Complex. . 3.87 3.30
Baotou Iron and Steel Co. 1.23 2.52 1.28 2.51
Benxi Iron and Steel Co. 0.90 2.37 3.10 2.75
Maanshan Iron and Steel Co. 1.09 2.04 1.78 2.24
Panzhihua Iron and Steel Co. 1.62 1.91 1.95 2.29
Taiyuan Iron and Steel Co. 115 1.79 092 1.33
Tangshan Iron and Steel Co. 115 1.58 0.19 0.69

0.62 0.49

Chongging Iron and Steel Co.

before. On the other hand, there
has been an increasing shortage
of many kinds of special rolled
steel. The supply of more than
100 specifications of rolled steel
sorely @meeded by the energy,
machine-building and light in-
dustries and transport and com-
- Y. .

munications services has fallen
short of demand. Due to a shor-
tage of steel products of
some specifications and varie-
ties, China has had to spend sev-
eral billion US dollars annually
to import them. To change this
situation, China’s iron and steel
industry, while striving to in-
creagg output, focused on in-
creasing the variety and quality
of products and improving the
product mix.

Inifive years (1986-90), 70 iron
and steel enterprises built 462
production lines operating ac-
cording to advanced internation-
al standards. By 1990, more than
40ipercent of China’s iron and
steel enterprises were operating
acfording to international stan-
datds. The amount of steel prod-
uced which met international
standards rose from 4 million
tohs in 1986 to 23 million tons.

‘Last year, China readjusted
the product mix of its iron and
steel industry through the devel-
opment of new products. Accord-
ing to the Ministry of the Metal-
lurgical Industry, the output of
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steel plates, tubes and strips bad-
ly needed by energy, trans-
port and communications and
machine-building industries rose
48 percent. The output of 11 kinds
of rolled steel which were in crit-
ically short supply domestically
rose 27 percent over 1989 while
the import of rolled steel
dropped 57 percent from 1989,
down from 19.63 million tons in
1985 to 4.2 million tons.

By the end of the first quarter
of this year, the mix of China’s
iron and steel products was bal-
anced. In the first two months,
compared with the same period
last year, the undersupplied steel
plate, tubes and strip steel rose
6.95 percent, steel sheets 16.75
percent, and seamless steel tubes
6.25 percent, all exceeding the
growth rate of the nation’s iron
and steel output.

During the Seventh Five-Year
Plan period, China’s iron and
steel industry not only produced
a batch of import substitutes by
readjusting the product mix and
improving the quality of prod-
ucts but also exported 3.9142 mil-
lion tons of rolled steel.

Local Enterprises

The Seventh Five-Year Plan
period also witnessed the fastest
growth of China’s local iron and
steel industry.

China has more than 1,400 lo-
cal iron and steel enterprises.
During the five years, the steel
output of these enterprises rose
7.5 million tons, accounting for
40 percent of the industry’s total
growth, and their iron output in-
creased 8 million tons, account-
ing for 48 percent of the total

Steel Output (million tons) Iron Output (million tons)
66,04 6237
39.26 39.72
0158 0.25
s —1
1949 1980 1990 1949 1980 1990
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ZHANG PING

The modern hot rolling mill at the Baoshan Iron and Steel Complex is of advanced

1980s technical level.

growth.

In the five years, China’s local
iron and steel enterprises invest-
ed more than 16 billion yuan
in technological transformation
and necessary expansion pro-
jects, greatly upgrading their
equipment and technical level.

In the pertod, China’s iron and
steel industry yielded 88 billion
yuan in profits and taxes, includ-
ing 24 billion yuan contributed
by local iron and steel enterpris-
es. The number of local iron and
steel enterprises with an annual
output exceeding 1 million tons
increased from two in 1985 to
seven, and 35 local iron and steel
enterprises entered the ranks of
China’s top 500 businesses.

Technical Renovation

Technological transformation
was a shot in the arm for China’s
iron and steel industry. Accord-
ing to statistics, between early
1986 and early 1990, the new-
ly increased production capacity
from technological renovation
accounted for 60 percent of the
industry’s increased production
capacity, including 8.31 million
tons of steel making and 6.97

18

million tons of iron smelting.

The continuous casting tech-
nology, which occupies an im-
portant place in China’s iron and
steel production, is gradually re-
placing the mould casting tech-
nology, while the rate of contin-
uous casting increased from 10.18
percent in 1985 to 21 percent in
1990, raising the output by 8-10
percent, or the output of a steel
mill with an annual capacity of 1
million tons.

The introduction of 30 new

technological items such as blast
furnace coal spray helps reduce
energy consumption. By the end
of 1990, China’s coal consump-
tion for each ton of steel output
dropped 1.63 tons, saving a total
of 9 million tons more than in
the Sixth Five-Year Plan period.

During the Seventh Five-Year
Plan period, three-fourths of
China’s iron and steel industry’s
investment was used to re-equip
old enterprises. In five years, thé
Anshan Iron and Steel Complex
invested 5 billion yuan to reno-
vate its major equipment, a step
which helped increase its fixed
assets by 5.5 billion yuan and
raise its output each year. Equal
importance is attached to the im-
port of advanced equipment and
technology and to China’s own
development of advanced tech-
nology. This has enabled a batch
of old enterprises to stress prod-
uct quality and efficiency rather
than output. ;

Foreign CO-operatidp

China’s iron and steel industry
has further expanded its foreign
economic co-operation and' tech-
nological exchange. During the
Seventh Five-Year Plan périod,
China imported a batch o’fﬁ key

A workshop at the No. 1 Steelworks of the Anshan Iron and Steel Co.
XU XIANGJUN
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technological items
and equipment, help-
ing upgrade the iron
and steel industry’s
backward equipment.
In five years, the
industry  exported
US$5.4 billion worth
of products and the
export of rolled steel
made a breakthrough.
In 1990, China export-
ed 2.5 million tons of
rolled steel, an all-
time high. In the
same period, China
imported 63 million
tons of iron ore,
cromium ore and
manganese ore and
began 1o establish ore
supply bases abroad.
The ‘Channer iron
mine built jointly by China and
Australia produced 3 million
tons of high-grade iron ore in
1990.

China’s iron and steel industry
absorbed foreign capital equiva-
lent to 12.6 billion yuan. In addi-
tion,, it established a number of
joint, ventures and exclusively
foreign-funded enterprises. Some
18,000 people went abroad op in-
spection tours or for studies, and
7,060 foreign experts and scho-
lars were invited to lecture
or provide technical guidance.
China also sent 11,000 people
ab?oad to contract for projects
vafued at US$514 million. The
t:gover of these projects to-
tafled US$280 million and
eatned US$30 million in foreign
exchange. ’

Ifroblems and Targets

¢ Due to continual increases in
production cost, the rise of the
prices of raw materials and rail-
way freight and the devaluation
of the Renminbi, the iron and
steel industry is short of funds
and has incurred debts totall-
ing 27 billion yuan. During the
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Eighth Five-Year Plan period
(1991-95), China’s iron and steel
industry will face a high "debt
rate, low repayment ability
and great difficulties collecting
funds. Moreover, the contradic-
tion between the supply and de-
mand of iron ore will become
more prominent and the shortage
of coking coal will become in-
creasingly critical. The task of
improving the quality of prod-
ucts will also be imperative.

China’s iron and steel industry
must effectively use its funds
and increase investment returns
while striving to optimize its in-
vestment structure.

According to Qi Yuanjing,
minister of the metallurgical in-
dustry, the main targets of the
industry during the Eighth Five-
Year Plan period and in the
years before the turn of this cen-
tury are to maintain an appro-
priate growth rate while striving
to improve the industrial struc-
ture, product quality and econo-
mic returns. It is planned that by
the year 2000 a number of enter-
prises will have reached the de-
veloped nations’ technical level
of the 1980s, and that some enter-
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Pendulum flying shears, trial produced by the Nanjing High-Speed Gearbox Factory, is a key
piece of equipment of the 1.7-metre rolled steel production line at the Wuhan Iron and Steel Co.

prises will catch up with the cur-
rent level of developed nations.
The supply of most of the 100 key
rolled steel products which have
a close bearing on the develop-
ment of the national economy
and have been in critically short
supply for a long time will be
assured. Product quality will be
improved and the quality of a
large number of products will
equal that of similar foreign
products. The main work proce-
dures and energy consumption
index of a number of key enter-
prises will approach or reach
the present level of the Western
countries. Main sources of pollu-
tion will be kept under control.
Efforts will be made to establish
large enterprise groups and de-
velop a modern enterprise man-
agement system suitable to Chi-
na’s iron and steel industry.

By 2000, the key iron and steel
enterprises with equipment of
advanced international or
domestic level will account for
60 percent of the industry’s to-
tal production capacity. The na-
tion’s steel output is expected to
reach 75 million tons by 1995 and
80 million tons by 2000. ]
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Bai Chunli and His STM Research

by Our Guest Correspondent Huang Yong

The new phenomena discovered by young scientist
Bai Chunli through a scanning tunneling microscope
(STM) he developed himself have improved our
understanding of the structure of DNA.

ber 20, 1990, in a laboratory
of the Institute of Chemistry
under the Chinese Academy of
Sciences in the “City of Sciences”
on northern outskirts of Beijing,
Bai Chunli and his colleagues
were trying to find an ideal obser-
vation position for a new scan-
ning tunneling microscope, one
designed to image the surface
of materials. Suddenly, a clear
triple-stranded structure appeared
on the screen.
“What’s this?” a postgraduate
student asked nervously.
Looking at the screen, Bai

In the small hours of Novem-

Bai Chunli (second, left) and his colleagues.
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thought maybe it was a variant
structure of DNA previously dis-
covered by biologists. “Try
again,” Bai told the student.

On December 28, Science Bulle-
tin (issue No. 24), China’s most
prestigious scientific publication,
was halted as it was being taken
to the printer. The publisher was
asked to include a thesis on var-
iant structural conformations of
DNA written by Bai and his col-
leagues on the first page. After
its publication, Bai’s discoveries
of variant conformations of dena-
turated DNA, the triple-stranded
conformation and the joining

YANG LIMING

structure between the right- and
left-handed double-helical sec-
tion, aroused great interest in
Chinese scientific circless

A Lucky Fellow

Bai Chunli, now 38,:rstudied
chemistry in Beijing University in
1974 and, four years later,entered
the Institute of Chemistry under
the Chinese Academy of Sciences
as a postgraduate with an: excel-
lent academic background.: After
receiving a doctorate in Septem-
ber 1985, Bai continued hisc.study
for a post doctorate at the Califor-
nia Institute of Technology:in the
United States, the same university
where Zhou Peiyuan, Qian{Xue-
sen, Lu Jiaxi and other Awell-
known Chinese scientists once stu-
died and worked. o

At Caltech, Bai experimented
with the extended X-ray absprp-
tion fine structure under the gpid-
<ace of Prof. Baldeschwielerj an
academician of the American Na-
tional Academy of Sciences. With
the use of only limited data, Bai
assembled and put into operation
a microscope in order to obsegve
the extended X-ray absorption
fine structure. At the same time
he did some experiments with
semiconductor superlattice. His
experiment demanded a goed
command of optical, electronig,
machinery and technical vacuum
knowledge as well as an excellertt
work skill. He also programmeg
the computer software required
by his experiment. 1

Not long after he started his
research programme, he found
that Prof. Baldeschwieler was also
working on STM.
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The scanning tunneling micro-
scope (STM), a device to image
the surface of materials, was first
developed in 1982 by physicists
Binnig and Rohrer at the IBM
Research Laboratories in Zurich.
Previously, people had produced
various kinds of models of atomic
structure but no one had seen im-
ages of the material surface of
an atomic resolution. For their
achievement, Binnig and Rohrer
won the Nobel Prize in 1986.
Since then, scientists around the
world have made major strides in
their exploration of the atomic
world.

Bai Chunli understood that the
development of STM technology
would exert a tremendous influ-
ence on the research of surface
sciencei Although China had not
yet begun its research in the field,
he knew how meaningful and sig-
nificant it would be to master the
technology and develop China’s
own STM. He-asked, therefore, to
join the experimental work being
conducted on the vacuum STM.
Since: then, Bai had worked on
two research programmes. Work
was hard but Bai was determined
to create a miracle and follow
in the footsteps of other Chinese
sciefitists who once worked at the
Caltech and became innovators
suclt as Qian Xuesen, one of the
initiators of cybernetics and sys-
tem science, Zhou Peiyuan and
Zhdo Zhongrao.

The thesis “Scanning Tunneling
Miéroscopy Investigation of 2H-
MoS, Layered Semi-Conducting
Transition-Metal Dichaliogenide”
which described the research
achievements gained by Bai
Chunli and his American col-
leagues was read at the Second
International STM Conference
Ield in the United States in 1987.
Bai’s work on the STM pro-
gramme was particularly appre-
ciated by the experts. In a letter to
Prof. Hu Yadong (Hu Ya-tung),
director of the Institute of Chem-
istry under the Chinese Academy
of Sciences, Prof. Baldeschwieler,
chairman of the Second Interna-
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tional STM Conference, said, “Dr.
Bai has spent the last two years
with my research group at Caltech
developing this new technique ...
and, in particular, Dr. Bai has
participated in developing a scan-
ning tunneling system which
works at high vacuum and which
has been used to image the surface
of materials. Dr. Bai has contri-
buted not only to the construc-
tion of the experimental equip-
ment but has also made a major
contribution to the computer sof-
tware required to run the experi-
ment and analyze the experimen-
tal results. I believe that Dr. Bai is
one of the most able and talented
young research scientists.”

In Septeraber 1987, Bai decided
to return to China to develop Chi-
na’s own STM according to his
own designs and buy the neces-
sary apparatus and equipment
with the money (US$5,000) which
he had saved and raised for fu-
ture research work in China. Af-
ter learning of his decision, a
deputy administrator of an
American company asked him to
work for his company, offering
Bai good work, comfortable living
conditions and other excellent be-
nefits. Bai, however, rejected the
offer because he wanted to return
to his native land as quickly as

ZHONG KE
Left: A triple-strznded DNA formation. Right: A structural combination of double-
stranded and triple-stranded DNA.

possible. On October 31, 1987, Bai
returned home with his wife Li
Chunfang, bringing with them
valuable technical data, apparatus
and equipment as well as their
hope for the future.

Unfaltering Efforts

In mid-December 1987, Zhou
Guangzhao, president of the
Chinese Academy of Sciences,
discussed the restructural reform
of the academy with a group of
young scientists who had returned
from abroad. At the meeting, Bai
frankly spoke about the need for
research funds and briefed others
on the STM research being con-
ducted in other countries. His
speech caught the attention of the
president and, in less than a
month, a special fund of 300,000
yuan, approved by President
Zhou Guangzhao, was offered.

The Institute of Chemistry un-
der the Chinese Academy of
Sciences established a research
group and transformed the guest
reception room into a laborato-
ry. Bai was starting the laborato-
ry from scratch, however, and had
to scour everywhere for the re-
quired equipment. .

The STM is a combination of
sophisticated machinery, electron-
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ic, computer and other auxiliary
devices. Since its electronic cir-
cuits have the ability to detect
weak signals, each part must be
finely produced in order to re-
duce vibrations as much as possi-
ble. Some people told Bai that it
was too difficult for them to find
necessary equipment and they
might gain nothing for their effort
in a year. Bai was very clear about
the problems he faced but knew
there was no choice. From the
first day the research funds were
available, he worked from morn-
ing until midnight. In addition, he
read great quantities of materials
in order to keep track of STM
progress in other countries. Fe
hoped China could enter the inter-
national research of the atomic
world as quickly as possible arnd
thus promote development in oth-
er branches of science.

At 5 pm on April 12, 1988, Bai
observed a high-scale resolution
through the STM he developed
himself, a picture of the surface
of an organic conductor. The pic-
ture, looking not unlike a precipi-
tous mountain and a rolling sea,
led China’s research of surface
science into the atomic world.

Bai then took further steps in
his research of the atomic world.
Using a newly developed STM,
Bai and his colleagues imaged the
surface of graphite, MoS,, organic
conductors, biomembranes, con-
ductive polymers, Hgcl,, solution
polymers absorbed on substrates,
high temperature superconduc-
tors and catalysts and achieved
encouraging  results. They
achieved a picture of phosphati-
dylcholine bilayers with a re-
solution 10 times higher than
achieved by foreign countries and
made some progress in STM re-
search of high temperature con-
ductors and conductive polymers
of the Bi series.

In March 1989 Bai and his col-
leagues developed China’s first
atomic force microscope (AFM)
based on the STM. The AFM can
not only observe the surface of
conductors and semiconductors
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but also image the surface of in-
sulators. Their achievement is of
great significanice to the re-
search of surface science of non-
conductive materials. The world’s
first AFM developed in 1986 had
a resolution of 30 angstroms (an
angstrom equals 0.00000001 cm)
and this, in turn, was increased by
25 angstroms in 1987. The AFM
developed by Bai is of the adv-
anced world level. Today, only a
few laboratories in the world have
developed the AFFM and are able
to irnage a surface with an atom-
ic resolution. Bai has used the
China-made AJFM to image the
surface of graphite, TiO,, organic
ferromagnetic material and man-
aged to obtain pictures with a re-
solution of the atomic scale sever-
al times. '

In July 1989, Bai Chunli went
to Japan for the Fourth Interna-
tional STM Conference. All of his
four theses were accepted by
the conference. Learning of his
achievements, Prof. Baldeschwie-
ler exclaimed, “It is inconceivable
that you have achieved such good
results in such a short period of
time.”

By the end of 1988 Bai won a
national prize for young chemists
and in May 1989 was cited as a
promising young scientist by the
Chinese Academy of Sciences. In
September 1989, Bai was cited as
a national pace-setter by the State
Council and in early 1990 was
awarded a national silver medal
for his scientific and technological
progress.

But the keen competition in the
research of the atomic world has
only just begun and exciting news
is continuing to roll in.

In March 1989, scientists at the
Lawrence Livermore National La-
boratory of the United States ob-
served the double-helical struc-
ture of DNA through the STM,
the biggest scientific event of
1989.

Scientists of the Santa Barbara
College of the California Univers-
ity for the first time imaged the
surface of materials in solution

with the AFM.

By the end of that year, the Jet
Propulsion Laboratory of the Un-
ited States developed a ballistic-
electron emission microscope.

Many people were interested in
Bai’'s work and hoped to hear
some news from him. In the excit-
ing microcosmic competition, peo-
ple were expecting much from the
young scientist.

To support Bai’s work, the
Chinese Academy of Sciences list-
ed the STM research as one of its
key projects by the end: of 1989
and earmarked a total of 960,000
yuan for Bai’s STM research pro-
gramme over the last two years.

Bai devoted himself to-his new
work. He and his colleagues de-
signed a core STM suitable to low
temperatures and vacuum and
constructed new computer analys-
is and processing procedures for
structures. They algo perfected
the STM so that full-colour three-
dimension surface plots were pos-
sible.

In September 1990, they began
to experiment with the strifcture
of DNA. During their reséarch,
they encountered a lot of ‘prob-
lems and were especially *ham-
pered by the fact that they had to
maintain a 10-angstrom distance
between the STM tip and the
uneven surface of the matefials.
If they were careless their results
would not be satisfactory. Duging
their research experiments, jBai
and his colleagues observed ,the
triple-stranded conformation gnd
thus became the first group. of
people in the world to sec the var-
iant conformations of denaturated
DNA with their own eyes. DNA
is the basic material for storage,
replication and genetic informfa-
tion relay and its biological func-
tions determine molecular strué-
ture. Thus, to study the structute
of molecules has become one of
the key objectives of finding the
secrets of life itself. Bai’s success
in observing the triple-stranded
conformation by use of the STM
under normal temperature has
opened a new chapter in the study
of organisms and human body. ®
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Income Tax Law of the People’s Republic of
China for Enterprises with Foreign
Investment and Foreign Enterprises

(Adopted at the Fourth Session of the Seventh National People’s Congress on April 9, 1991,
., promulgated by Order No. 45 of the President of the People’s Republic of China
on April 9, 1991 and effective as of July 1,1991)

Article 1 Income tax shall be paid in accord-
ance with the provisions of this Law by enterpris-
es with foreign investment within the territory of
the Reople’s Republic of China on their income
derived from production, business operations and
othen sources.

Income tax shall be paid in accordance with the
provisions of this Law by foreign enterprises on
theit income derived from production, business
opetations and other sources within the territory
of the People’s Republic of China.

Article 2 “Enterprises with foreign invest-
ment” referred to in this Law means Chinese-
foreign equity joint ventures, Chinese-foreign
contractual joint ventures and foreign-capital en-
terprises that are established in China.

Z‘Foreign enterprises” referred to in this Law

mg¢ans foreign companies, enterprises and other
ecpnomic organizations which have establish-
ments or places in China and engage in produc-
tion or business operations, and which, though
without establishments or places in China, have
income from sources within China.
. Article 3 Any enterprise with foreign invest-
ment which establishes its head office in China
shall pay its income tax on its income derived
from sources inside and outside China. Any for-
eign enterprise shall pay its income tax on its
income derived from sources within China.
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Article 4 The taxable income of an enterprise
with foreign investment and an establishment or
a place set up in China to engage in production
or business operations by a foreign enterprise,
shall be the amount remaining from its gross
income in a tax year after the costs, expenses and
losses have been deducted.

Article 5 The income tax on enterprises with
foreign investment and the income tax which
shall be paid by foreign enterprises on the income
of their establishments or places set up in China
to engage in production or business operations
shall be computed on the taxable income at the
rate of 30 percent, and local income tax shall be
computed on the taxable income at the rate of 3
percent.

Article 6 The state shall, in accordance with
the industrial policies, guide the orientation of
foreign investment and encourage the establish-
ment of enterprises with foreign investment
which adopt advanced technology and equipment
and export all or greater part of their products.

Article 7 The income tax on enterprises with
foreign investment established in special econo-
mic zones, foreign enterprises which have esta-
blishments or places in special economic zones
engaged in production or business operations, and
on enterprises with foreign investment of a prod-
uction nature in economic and technological de-
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velopment zones, shall be levied at the reduced
rate of 15 percent.

The income tax on enterprises with foreign
investment of a production nature established in
coastal economic open zones or in the old ur-
ban districts of cities where the special econo-
mic zones or the economic and technological de-
velopment zones are located, shall be levied at the
reduced rate of 24 percent.

The income tax on enterprises with foreign
investment in coastal economic open zones, in the
old urban districts of cities where the special
economic zones or the economic and technologi-
cal development zones are located or in other
regions defined by the State Council, within the
scope of energy, communications, harbour, wharf
or other projects encouraged by the state, may be
levied at the reduced rate of 15 percent. The
specific rules shall be regulated by the State
Council.

Article 8 Any enterprise with foreign invest-
ment of a production nature scheduled to operate
for a period of not less than ten years shall, from
the year beginning to make profit, be exempted
from income tax in the first and second years and
allowed a 50 percent reduction in the third to
fifth years. However, the exemption from or re-
duction of income tax on enterprises with for-
eign investment engaged in the exploitation of
resources such as petroleum, natural gas, rare
metals, and precious metals shall be regulated
separately by the State Council. Enterprises with
foreign investment which have actually operated
for a period of less than ten years shall repay the
amount of income tax exempted or reduced al-
ready.

The relevant regulations, promulgated by the
State Council before the entry into force of this
law, which provide preferential treatment of ex-
emption from or reduction of income tax on
enterprises engaged in energy, communications,
harbour, wharf and other major projects of a
production nature for a period longer than that
specified in the preceding paragraph, or which
provide preferential treatment of exemption from
or reduction of income tax on enterprises engaged
in major projects of a non-production nature,
shall remain applicable after this Law enters into
force.

Any enterprise with foreign investment which
is engaged in agriculture, forestry or animal hus-
bandry and any other enterprise with foreign
investment which is established in remote under-
developed areas may, upon approval by the com-
petent department for tax affairs under the State
Council of an application filed by the enterprise,
be allowed a 15 to 13 percent reduction of the
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Shenzhen Mayor Li Hao says the simplicity and clarity of
the new tax law will help investors proceed with their feasi-
bility studies and estimate the return on investments.

amount of income tax payable for a period of
another ten years followmg the expiration of the
period for tax exemption or reduction as provided
for in the preceding two paragraphs. %

After this law enters into force, any médifica-
tion to the provisions of the preceding three par-
agraphs of this Article on the exemption from or
reduction of income tax on enterprises shall be
submitted by the State Council to the Standing
Committee of the National People’s Congréss for
decision. U

Article 9 The exemption from or reduction of
local income tax on any enterprise with foreign
investment which operates in an industry ot un-
dertakes a project encouraged by the state shall,
in accordance with the actual situation, be af the
discretion of the people’s government of thetele-
vant province, autonomous region or municipali-
ty directly under the central government. .

Article 10 Any foreign investor of an enter-
prise with foreign investment which reinvests. its
share of profit obtained from the enterprises di-
rectly into that enterprise by increasing its regis-
tered capital, or uses the profit as capital invest-
ment to establish other enterprises with foreign
investment to operate for a period of not less than
five years shall, upon approval by the tax author-
ities of an application filed by the investor, be
refunded 40. percent of the income tax already
paid on the reinvested amount. Where regulations
of ‘the State Council provide otherwise in respeet
of preferential treatment, such provisions shaﬂ
apply. If the investor withdraws its remvestmenfg
before the expiration of a period of five years, 1%
shall repay the refunded tax.

Article 11 Losses incurred in a tax year by%
any enterprise with foreign investment and by ant
establishment or a place set up in China by a
foreign enterprise to engage in production or bus-
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iness operations may be made up by the income
of the following tax year. Should the income of
the following tax year be insufficient to make up
for the said losses, the balance may be made up
by its income of the further subsequent year, and
so on, over a period not exceeding five years.

Article 12 Any enterprise with foreign invest-
ment shall be allowed, when filing a consolidated
income tax return, to deduct from the amount of
tax payable the foreign income tax already paid
abroad in respect of the income derived from
sources outside China. The deductible amount
shall, however, not exceed the amount of income
tax otherwise payable under this Law in res-
pect of the income derived from sources out-
side China.

Article 13 The payment or receipt of charges
or fees in, business transactions between an enter-
prise with foreign investment or an establishment
or a place set up in China by a foreign enterprise
to engage in production or business operations,
and its associated enterprises, shall be made in the
same manner as the payment or receipt of charges
or feesin business transactions between indepen-
dent enterprises. Where the payment or receipt of
charges or fees is not made in the same manner
as in business transactions between independent
enterprises and results in a reduction of the tax-
able ificome, the tax authorities shall have the
right to make reasonable adjustment.

Article 14 Where an enterprise with foreign
invesgment or an establishment or a place set up
in China by a foreign enterprise to engage in
production or business operations is established,
movgs to a new site, merges with another enter-
prise, breaks up, winds up or makes a change in
any:of the main entries of registration, it shall
present the relevant documents to and go through
tax registration or a change or cancellation in
registration, with the local tax authorities after
the«relevant event is registered, or a change or
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Jiliiu deputies discuss the new tax law.
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NPC deputies vote for the new tax law.

cancellation in registration is made, with the ad-
ministrative agency for industry and commerce.

Article 15 Income tax on enterprises and local
income tax shall be computed on an annual basis
and paid in advance in quarterly instalments.
Such payments shall be made within 15 days
from the end of each quarter and the final settle-
ment shall be made within five months from the
end of each tax year. Any excess payment shall
be refunded and any deficiency shall be repaid.

Article 16 Any enterprise with foreign invest-
ment and any establishment or place set up in
China by a foreign enterprise to engage in prod-
uction or business operations shall file its quart-
erly provisional income tax return in respect of
advance payments with the local tax authorities
within the period for each advance payment of
tax, and it shall file an annual income tax re-
turn together with the final accounting state-
ments within four months from the end of the tax
year.

Article 17 Any enterprise with foreign invest-
ment and any establishment or place set up in
China by a foreign enterprise to engage in prod-
uction or business operations shall report its fin-
ancial and accounting systems to the local tax
authorities for reference. All accounting records
must be complete and accurate, with legitimate
vouchers as the basis for entries.

If the financial and accounting bases adopted:
by an enterprise with foreign investment and an
establishment or a place set up in China by a
foreign enterprise to engage in production or bus-
iness operations contradict the relevant tax prov-
isions of the State Council, tax payment shall be
computed in accordance with the relevant tax
provisions of the State Council.

Article 18 When any enterprise with foreign
investment goes into liquidation, and if the bal-
ance of its net assets or the balance of its remain-
ing property after deduction of the enterprise’s
und:stributed profit, various funds and liquida-
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tion expenses exceeds the enterprise’s paid-in cap-
ital, the excess portion shall be liquidation income
on which income tax shall be paid in accordance
with the provisions of this Law.

Article 19 Any foreign enterprise which has
no establishment or place in China but derives
profit, interest, rental, royalty and other income
from sources in China, or though it has an esta-
blishment or a place in China, the said income is
not effectively connected with such establishment
or place, shall pay an income tax of 20 percent on
such income.

For the payment of income tax in accordance
with the provisions of the preceding paragraph,
the income beneficiary shall be the taxpayer and
the payer shall be the withholding agent. The tax
shall be withheld from the amount of each pay-
ment by the payer. The withholding agent shall,
within five days, turn the amount of taxes with-
held on each payment over to the State Treasury
and submit a withholding income tax return to
the local tax authorities.

Income tax shall be exempted or reduced on the
following income:

(1) the profit derived by a foreign investor
from an enterprise with foreign investment shall
be exempted from income tax;

(2) income from interest on loans made to the
Chinese government or Chinese state banks by
international financial organizations shall be ex-
empted from income tax;

(3) income from interest on loans made at a
preferential interest rate to Chinese state banks
by foreign banks shall be exempted from income
tax; and

(4) income tax of the royalty received for the
supply of technical know-how in scientific re-
search, exploitation of energy resources, develop-
ment of the communications industries, agricul-
tural, forestry and animal husbandry production,
and the development of important technologies
may, upon approval by the competent department
for tax affairs under the State Council, be levied
at the reduced rate of 10 percent. Where the
technology supplied is advanced or the terms are
preferential, exemption from income tax may be
allowed.

Apart from the aforesaid provisions of this
Article, if preferential treatment in respect of
reduction of or exemption from income tax on
profit, interest, rental, royalty and other income
is required, it shall be regulated by the State
Council.

Article 20 The tax authorities shall have the
right to inspect the financial, accounting and tax
affairs of enterprises with foreign investment and
establishments or places set up in China by for-
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eign enterprises to engage in production or busi-
ness operations, and have the right to inspect tax
withholding of the withholding agent and its pay-
ment of the withheld tax into the State Treasury.
The entities and the withholding agents being
inspected must report the facts and provide rele-
vant information. They may not refuse to report
or conceal any facts.”

When making an inspection, the tax officials
shall produce their identity documents and be
responsible for confidentiality.

Article 21 Income tax payable according to this
law shall be computed in terms of Renminbi
(RMB). Income in foreign currency shall be con-
verted into Renminbi according to the exchange
rate quoted by the state exchange control author-
ities for purposes of tax payment.

Article 22 If any taxpayer fails to pay tax
within the prescribed time limit, or if the with-
holding agent fails to turn over the tax withheld
within the prescribed time limit, the tax authori-
ties shall, in addition to setting a new time limit
for tax payment, impose a surcharge for overdue
payment, equal to 0.2 percent of the overdue tax
for each day in arrears, starting from the first day
the payment becomes overdue.

Article 23 The tax authorities shall set a new
time limit for registration or submission of docu-
ments and may impose a fine of 5,000 yuan or less
on any taxpayer or withholding agent which fails
to go through tax registration or make a change
or cancellation in registration with the tax author-
ities within the prescribed time limit, fails to
submit income tax return, final accounting state-
ments, or withholding income tax return to the
tax authorities within the prescribed time limit,
or fails to report its financial and accounting
systems to the tax authorities for reference.

Where the tax authorities have set a new time
limit for registration or submission of documents,
they shall impose a fine of 10,000 yuan or less. on
the taxpayer or withholding agent which again
fails to meet the time limit for going throwgh
registration or making a change in registration
with the tax authorities, or for submitting income
tax return, final accounting statements or with-
holding income tax return to the tax authorities.
Where the circumstances are serious, the legal
representative and the person directly responsibte
shall be investigated for criminal responsibility,
by applying mutatis mutandis the provisions of
Article 121 of the Criminal Law.

Article 24 Where the withholding agent fails
to fulfill its obligation to withhold tax as provided
in this Law, and does not withhold or withholds
an amount less than that should have been with-
held, the tax authorities shall set a time limit for
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the payment of the amount of tax that should
kave been withheld, and may impose a fine up to
but not exceeding 100 percent of the amount of
tax that should have been withheld.

Where the withholding agent fails to turn the
tax withheld over to the State Treasury within the
prescribed time limit, the tax authorities shall set
a time limit for turning over the taxes and may
impose a fine of 5,000 yuan or less on the.with-
holding agent; if the withholding agent fails to
meet the time limit again, the tax authorities shall
pursue the taxes according to law and may impose
a fine of 10,000 yuan or less on the withholding
agent. If the circumstances are serious, the legal
representative and the person directly responsible
shall be investigated for criminal responsibility
by applying mutatis mutandis the provisions of
Article 121 of the Criminal Law.

Article 25 Where any person evades tax by
deception or concealment or fails to pay tax with-
in the time limit prescribed by this Law and, after
the tax authorities pursued the payment of tax,
fails again to pay it within the prescribed time
limit, the tax authorities shall, in addition to
recovering the tax which should have been paid,
impose a fine up to but not exceeding 500 percent
of the amount of tax which should have been
paid. Where the circumstances are serious, the
legal representative and the person directly res-
ponsible shall be investigated for criminal respon-
sibility in accordance with the provisions of Arti-
cle 121 of the Criminal Law.

Article 26 Any enterprise with foreign invest-
ment, foreign enterprise or withholding agent, in
case of a dispute with the tax ‘authorities on
payment of tax, must pay tax according to the
relevant regulations first. Thercaiter, the taxpay-
er or withholding agent may, within 60 days from
the date of receipt of the tax payment certificate
issued by the tax authorities, apply to the tax
authorities at the next higher level for reconsider-
ation. The higher tax authorities shall make a
decision within 60 days after receipt of the ap-
plication for reconsideration. If the taxpayer or
withholding agent is not satisfied with the deci-
sion, it may institute legal proceedings in the
people’s court within 15 days from the date of
receipt of the notification on decision made after
reconsideration.

If the party concerned is not satisfied with the
decision on punishment by the tax authorities, it
may, within 15 days from the date of receipt of
the notification on punishment, apply for recon-
sideration to the tax authorities at the next higher
level than that which made the decision on pun-
ishment. Where the party is not satisfied with the
decision made after reconsideration, it may insti-
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tute legal proceedings in the people’s court within
15 days from the date of receipt of the decision
made after reconsideration .The party concerned
may, however, directly institute legal proceedings
in the people’s court within 15 days from the date
of receipt of the notification on punishment. If
the party concerned does not apply for reconsi-
deration to the higher tax authorities or institute
legal proceedings in the people’s court within the
time limit, and if the decision on punishme 1t is
not fulfilled, the tax authorities which made the
decision on punishment may apply to the people’s
court for compulsory execution.

Article 27 Where any enterprise with foreign
investment which was established before the pro-
mulgation of this Law would, in accordance with
the provisions of this Law, otherwise be subject to
higher tax rates or enjoy less preferential treat-
ment of tax exemption or reduction than before
the entry into force of this Law, in respect to such
enterprise, within its approved period of opera-
tion, the law and relevant regulations of the State
Council in effect before the entry into force of
this Law shall apply. If any such enterprise has
no approved period of operation, the law and
relevant regulations of the State Council in effect
before the entry into force of this Law shall apply
within the period prescribed by the State Council.
Specific rules shall be regulated by the State
Council.

Article 28 Where the provisions of the tax
agreement concluded between the government of
the People’s Republic of China and foreign gov-
ernments are different from the provisions of this
Law, the provisions of the respective agreement
shall apply.

Article 29 Rules for implementation shall be
formulated by the State Council in accordance
with this Law.

Article 30 This Law shall enter into force on
July 1, 1991. the Income Tax Law of the People’s
Republic of China for Chinese-Foreign Equity
Joint Ventures and the Income Tax Law of the
People’s Republic of China for Foreign Enterpris-
es shall be annulled as of the same date.

Appendix:

The Relevant Articles in the Criminal Law

Article 121 In case of tax evasion or refusal to
pay taxes in violation of tax laws and regulations,
if the circumstances are serious, the taxpayer
shall be ordered to pay the tax due and may be
fined in accordance with the tax laws and regula-
tions; the person directly responsible shall also
be sentenced to fixed-term imprisonment of not
more than three years or criminal detention. m
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Autumn West Lake Tours in Hangzhou

19917 will be held by the Zhejiang Tourism
Corp. and the Hangzhou Tourism Corp. at
West Lake, Hangzhou, this autumn.

Hangzhou is a historical and cultural city with
many scenic spots, and autumn is the West Lake’s
gol_n tourist season. With breezes carrying whiffs
of osmanthus scent and endless stretches of autumn
lotuses, the West Lake attracts tens of thousands of
overseas travellers each year.

Autumn West Lake activities this year will be
much more colourful than those of past years. Apart
from traditional programmes, there will be interna-
tional tourist and cultural activities, including:

® Mid-Autumn Moon Festival (Sept. 22). Fea-
tures evening moon-admiring festivals at Three
Pools Reflecting the Moon, Autumn Moon Over
Calm Lake and Jade Emperor Hill Top, tasting of
mooncakes and attendance at art performances.

o Evening Boating on the West Lake (Aug.-Nov.).
Lights show the outline of Baoshu (Blessing) Pago-
da, islets in the lake and the West Lake. Tourists can
enjoy the radiant fairy lights and lake reflections
under the moonlight. In the wonderful Three Pools
Reflect the Moon they can see the shadows of the
moon, the pagoda and clouds. Performances of trad-
itional string and woodwind instruments, popular
south of the Yangtze River, are held on replicas of

-ancient boat floats, and a show Congratulating Su
Dongpo on His Birthday, a famous poet, takes place
in the rebuilt Ancient Park on Yuangong Mound, an
islet in the lake. The Night Garden of Orioles Sing-
ing Among Fluttering Willow Branches boasts a
large musical fountain; and tearooms with music
and karaoke dot famous beauty spots around the
lake.

® Night Tour on the Qiantang River (Aug.-Nov.).
On the Paradise on Water pleasure boat tourists can
take in the night view of the Qiantang River and
listen to famous melodies and folk songs played by
traditional Chinese stringed and woodwind instru-
ments at evening festivals.

@ Watching and Chasing the Qiantang River Ebb
Tide Festival (Sep. 22-26). This offers views of the
world-famous wonderful tides of the Qiantang River
and the moon plus tasting of mooncakes and the
autumn favourite—lake crabs. Also the Three
Sights of the Tide tour on the first to fifth and the
fifth to the 19th every lunar month.

@ West Lake Osmanthus Festival (Sept. 26-Oct.3).
This features visits to the five-kilometre-long osman-
thus corridor, tasting of sweet osmanthus-flavoured
food and the diversions of local operas, folk songs
and dances.

!. grand tourism event “West Lake in Autumn

o Fifth West Lake International Osmanthus Mar-

28

ZHONG JIAN

athon (Sept. 22). About 1,000 athletes from China,
Japan, the United States, Germany, Singapore and
other countries will participate in this run around
the West Lake. Other activities include osmanthus-
viewing, tasting of osmanthus-flavoured food and
watching folk dances from the south of the Yangtze
River.

® 1991 West Lake Art Festival (Oct. 5-25). Famous
Chinese painters will demonstrate Chinese painting
and calligraphy, and shows of folk handicrafts will
be held along with domestic and international paint-
ing exhibitions, academic symposiums and water
village sketching.

@ Traditional Chinese Medicine Festival at Ton-
glu, Hangzhou (Oct. 26-28). It provides consulta-
tions with famous traditional Chinese medicine
doctors; sales an! extibitions of famous, valuable
prepared Chinese medicines and medicinal herbs
from various large Chinese pharmaceutical facto-
ries; and visits to the Hugingyutang Traditional
Chinese Medicine Museum in Hangzhou.

@ The fourth Sino-Japanese Friendship West Lake
Marathon (Nov. 5). The race proceeds round the
West Lake and includes a West Lake tour; perform-
ances of folk songs, dances and operas from south of
the Yangtze River. Over 300 Chinese and Japanese
athletes will participate.

@ The second Zhejiang West Lake TV Fair (late
Oc! o early Nov.). It features Chinese and foreign
TV programmes; parachute jumping performances;
motorcycle races, international football matches;
academic symposiums; and variety shows.

e Hangzhou Tourist Souvenir and Commodity
Exhibition (mid-Oct.). On display will be famous,
special and quality daily-use travel goods and sou-
venirs of Hangzhou.

by Chen Mingzhao
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The Sino-Thailand Shanghai-Ek Chor Motorcycle Co. Ltd. imports advanced tech-
nology and management expertise which helps raise the quality of the company’s
products to the world level of the early 1980s and its annual output to 200,000

motorcycles.

Motor Industry Iimports
Technology

According to an official of
the China Automobile Industry
Corp., China will continue to im-
port production technology and
equipment dpring the Eighth
Five-Year Plan period (1991-95).
Priority will be given to spare
parts production technology and
key equipment such as engines,
carburetors, magnetors, vibra-
tion dampers, flexible produc-
tion lines, comprehensive experi-
mental platforms, and exhaust
testing technology and equip-
ment.

China has begun to negotiate
the purchase of design technolo-
gy for motorcycles with displace-
ments of 100-200cc and greater
than 200cc.

~ The official said most of these

import items have been listed in
the Eighth Five-Year Plans at
the state, provincial and depart-
mental level and that funds are
already available. Foreign busi-
nessmen are encouraged to con-
duct joint ventures and co-
operative and compensation
trade to carry out the projects.

During the Seventh Five-Year
Plan period (1986-90), China in-
vested a total of 700 million yuan
(including US$50 million) to up-
grade the technology of the the
motor industry, import motorcy-
cle and engine production lines
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and accelerate replacement parts
production. Since product qual-
ity was improved and brought up
to the level of the late 70s and
early 80s, exports greatly in-
creased.

China currently has 25 fac-
tories producing more than 1.3
million motorcycles annually.
An official of the auto industry
believes that the import of adv-
anced technology during the
Eighth Five-Year Plan period
will help China raise the quality
of its motorcycles to the world
level of the mid-1980s.

113 Foreign-Funded
Enterprises Cancelled

The Shenzhen Administration
of Industry and Commerce re-
cently cancelled 113 foreign-
funded enterprises which, after
receiving licences, halted opera-
tion for a long time owning to
the shortage of funds, thus vio-
lating the regulation that each
side to a joint venture shall prov-
ide sufficient funds to carry out
the contract.

An official of the industrial
and commercial administration
said that there were many rea-
sons for the shortage of funds in
these foreign-funded enterprises.
Some failed to conduct a careful
feasibility study before opening
their business and, consequently,

ucts. Some had internal problems
between the partners, which
made continuous co-operation
impossible and the investors un-
able to provide investment in
time. Some other enterprises
were poorly managed and suf-
fered continuous losses, which
put off the investors. In some
other cases, the investors en-
gaged themselves in illegal activ-
ities through applying for the
establishment of co-operative en-
terprises. They imported machi-
nery and equipment which were
exempt from taxes and resold
them at a higher price.

Officials from the relevant de-
partment said that Shenzhen will
continue to strengthen manage-
ment of foreign-funded enter-
prises and penalize those which
do not provide sufficient funds.

"He said that a review will be

conducted once every year. B
by Yao Jianguo

More Chinese to Be
Trained Abroad

China will further accelerate
its intellect imports by sending
more staff to be trained abroad
during the Eighth Five-Year
Plan period (1991-95). The em-
phasis of the training will be on
agriculture, energy, communica-
tions, telecommunications, raw
material, key state projects and
development of new products,
according to the leading office
under the State Council in
charge of overseas intellectual
resources.

Wang Nai, head of the office,
said China sends staff mainly to
Hong Kong, the United States,
Japan, Singapore, Germany and
Britain to learn the know-how of
advanced technology and man-
agement experiences. In the com-
ing years, on the basis of
consolidating and strengthen-
ing co-operation with the above-
mentioned areas, China will seek

found no market for their prod- | similar co-operation with Thai-
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land, the Soviet Union and
France.

Wang said beginning in 1985
China selected a total of 7,400
technical and managerial person-
nel from industrial and com-
mercial enterprises to be trained
abroad. Up to date, 98 percent of
the trainees have come back on
schedule. He said China present-
ly sends 2,000 technical and
managerial staff abroad each
year and the figure will increase
to 3,000 in the near future.

In the coming years, China
continues to offer a good work-
ing environment for these re-
turned trainees and is planning
to set up a special fund to en-
courage and support their scien-
tific research and work.

by Yao Jianguo

Sino-French Contract
Signed

A contract to transfer technol-
ogy to China by the Fragem Co.
of France for the design and
manufacture of nuclear fuel
components for 900,000-kw pres-
sure stacks was signed in Beijing
on May 28.

According to an official from
the China National Nuclear In-
dustrial Corp., under the con-
tract, China will use French
technology and equipment to up-
grade the production line of the
Yibin Nuclear Fuel Factory in
Sichuan Province. It will give the
factory the capacity to provide
the Guangdong Daya Bay Nu-
clear Power Station with nuclear
fuel components by the end of
1993.

Basing the supply of nuclear
fuel on the domestic market is an
important Chinese policy for
the development of nuclear-
generated electricity. The signing
of the contract will help promote
the development of design and
manufacturing technology for
supplies of nuclear fuel com-
ponents to China’s large nuclear
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power stations. At the same time,
it will further enhance nuclear
power co-operation between
China and France. n

New Programme for
Yantai

One of China’s 14 open coastal
cities, Yantai in Shandong Prov-
ince plans to encourage access
for the outside world during
the FEighth Five-Year Plan
(1991-95). It will promote the
use of foreign funds, export trade
and construction in its develop-
ment zone.

Yantai will pay more attention
to benefits from the use of for-
eign investment and strive to
enhance co-operation with large
foreign chambers of commerce
in order to import new and high
technology for the development
of large joint ventures. In the
coming five years, the city plans
to attract US$230 million in di-
rect foreign investment, as well
as use US$130 million in foreign
governmental loans. The number
of foreign-funded joint ventures,
co-operative and wholly foreign-
owned enterprises in operation is
expected to reach 350 by the end
of 1995.

The city plans to readjust and
optimize the mix of export prod-
ucts in order to expand exports
of machinery and electrical
goods, textiles and light industri-
al products and other industrial
products with a high additional
value. The construction of export
commodity bases will be quick-
ened and overseas markets furth-
er developed. By 1995, the city’s
total value of goods purchased
for export is expected to reach
3.5 billion yuan (about US$650
million), representing an average
annual increase of 10 percent.

Efforts will be made to con-
struct technology-intensive hi-
tech projects involving the man-
ufacture of precision machinery,
electron meters, microelectronics

and new materials. During the
Eighth Five-Year Plan period,
the Yantai Economic and Tech-
nological Development Zone will
be expanded to six square km
and foreign businessmen will be
encouraged to invest in the de-
velopment of large-scale hi-tech
export-oriented projects in the
zone through the establishment
of a Scientific and Technological
Garden. By 1995, the zone will
have a total investment of 1.5
billion yuan in fixed assets and
250 foreign-funded projects
based both at home and abroad.
By then, some 180 industrial en-
terprises will be put into opera-
tion. [ |

Bid for Expressway
Construction

International bidding for the
construction of the Hangzhou-
Ningbo Expressway in Zhejiang
Province will be invited in Sep-
tember and decided in Decem-
ber.

The 145-km expressway, one
of China’s main 12 highways,
starts from Pengbu Town in the
eastern suburbs of Hangzhou to
Dazhujia in Ningbo. The speed
limit for motor vehicles will be
120 km an hour on the 26-metre-
wide roadway. It will be
equipped with traffic safety,
monitoring, plus communica-
tions and service facilities. Con-
struction of the route that re-
quires 20 million cubic metres
of earth and stone will take 42
months.

The highway will cut the trav-
elling distance between Hang-
zhou and Ningbo by 71.7 km. Ge
Hongsheng, the governor of Zhe-
jiang Province, said that the
completion of the highway is of
great significance in developing
an export-oriented economy and
improving the investment cli-
mate of the region. [ ]
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China and Australia
Co-operate in Plastics

The Langfang Lan-Ao-Jin
Plastics Co. Ltd.,, a Sino-
Australian joint venture manu-
facturer of plastics, was set up
late May in Langfang City, He-
bei Province.

The company is a co-operative
venture of the Langfang Lan-
cheng Industrial Products Co.
Ltd. and the Australian Origenes
Enterprises PTY Ltd. Invest-
ments for the enterprise totalled
US$671,200 million, of which
the Chinese side made up 70 per-
cent and the Australian side 30
percent.

The joint venture will mainly
manufacture plastic bags from
imported materials and then ex-
port products to foreign coun-
tries. After the company begins
production, it will be able to
manufacture 600 tons of plastic
bags and earn US$3.1 million in

" sales.

Richard Z. Lee, foreign agent
for the Langfang Lan-Ao-Jin
Plastics Co. Ltd., and the deputy
general manager of the Austral-
ian Origenes Enterprises PTY
Ltd., expressed satisfaction that
only a relatively short time of 75
days was needed to sign the con-
tract after negotiations were be-
gun. He noted that this showed
China’s support for foreign
investors. He also noted that he
would try his best to renovate
equipment and update the com-
pany’s technical level, introduc-
ing professional staff to pass on
the latest technical know-how
and provide management assist-
ance, and try to begin production
as soon as possible in order to
make the products enter the in-
ternational market. [ |

News in brief

® The China Auditing Society
will send its members to partici-
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pate in the 50th anniversary ce-
lebration of the International
Auditors’ Association to be held
on June 18-19 in New York.
Chinese Premier Li Peng has
sent a letter of congratulation to
the association.

The International Auditors
Association is a non-
governmental organization esta-
blished in 1941 in the United
States. As of now, 103 countries
and regions have joined the asso-
ciation. The China Auditing So-
ciety was established in 1987 and
became a member of the interna-
tional association the same year.

@ China’s first sewage treat-
ment plant, constructed with
Danish government loans, tech-
nology and equipment, was re-
cently put into operation in the
east of Handan City, Hebei Prov-
ince.

Using internationally adv-
anced sewage treatment technol-
ogy, the plant can handle 66,-
000 cubic metres of waste water
daily. Co-designed by Handan
City and a Danish company, pro-
ject construction began in 1989
and was listed by the State Envi-
ronment Protection Bureau as a
pilot project.

® The B ultra-sonic devices
produced by the Jiangdu Elec-
tronic Medical Instrument Plant,
Jiangsu Province, have been ex-
ported to the Soviet Union in
small quantities and attracted
the interest of local businessmen.
Clinical practice indicates that
the product is up to the stan-
dard of similar products of the
mid-1980s in developed Euro-
pean and Latin American coun-
tries and gives a clear, high re-
solution picture of a patient’s
internal organs. Small and light,
the B ultra-sonic machine is
quite suitable for rural areas.

® Diaoxinxuekang, a new type
of the state-class medicine for
treating heart disease, developed
by the Chengdu Biological Re-
search Institute of the Chinese
Academy of Science, has been in

’

high demand since it appeared
on the market. Several domestic
pharmaceutical factories have
discussed producing the med-
icine with the institute. In addi-
tion, many pharmaceutical busi-
nessmen from Japan, the Soviet
Union, the Netherlands, South
Korea, Singapore, Hong Kong
and Macao have held talks re-
garding purchase and marketing
agreements or production co-
operation.

The medicine, made from spe-
cial medicinal herbs, has been
used by some 300,000 patients. It
has been effective in treating a
variety of coronary diseases, in-
cluding hypertension and ar-
rhythmia. There are no side-
effects. In 1988, the product won
the top prize for scientific and
technological achievements from
the Chinese Academy of Science.
® A maritime satellite ground
station, the first of its kind in
China, was put into operation
in Beijing on June 3 after four
years of construction. China then
becomes the newest member
of the 20-country International
Communications Club.

Located in the northwestern
part of Beijing, the station is
equipped with standard A and
standard C facilities of the In-
ternational Maritime Satellite
(INMARSAT) manufactured by
the EBNERA of Norway. The
equipment is controlled by sever-
al computers, checked and tested
by computer and can be reversed
automatically. Its two 13-metre
antennas are directed at the two
synchronous satellites of the IN-
MARSAT which are located
over the Indian Ocean and the
Pacific Ocean.
® The China Commercial Farm-
ing Co. attended the China Ex-
port Trade Exhibition held in
New York on June 14. The com-
pany displayed over 80 processed
products in five categories in-
cluding food, rubber and chemi-
cals.

The items displayed by the
company were all of high quali-
ty. n
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New Method for Computer Network Tests

Ithough the trend is to
Aseek global or at

least regional standardi-
zation in communications be-
tween computer networks, the
achievement of this goal is
proving more difficult than
expected.

In the late 1970s and ear-
ly 1980s, several developed
countries published state-
prescribed standards for com-
puter networks and the In-
ternational Standardization
Organization (ISO) esta-
blished network protocol stan-
dards.

However, the existence of
the protocol has still not
solved software compatibility
problems. Under these cir-
cumstances, the development
of standardized test technolo-
gy for network protocol prod-
ucts has become crucial.

Zeng Huashen, 45, engaged
in research on Britain’s first
generation of computer net-
work test systems as he
worked for a Ph.D in the early
1980s in London. The system,
like others, was to enhance
the potential to link standard
computer networks. At that
time, Zeng conceived the idea
of the ferry principle and the
ferry clip.

Zeng’s concept was des-
cribed by Dr. Dahbura at the
US Bell Laboratory as being
“stupidly simple.” Dr. Dave
Rayner, chief of the British
state physical laboratory pro-
tocol standard team, re-
marked, “It is one of those
ideas that is so obvious that
you wonder why you didn’t
think of it before. Well done!”

In 1986, Zeng and his 11
colleagues in the Chengdu
Computer Research Institute
of the Chinese Academy of
Sciences began the ISO proto-

col standardized test. It was
a key technological research
project during China’s Sev-
enth Five-Year Plan period
(1986-1990). By 1990, the re-
search team headed by Zeng
had created the environment
for computer network proto-
col standard tests based on
Zeng’s concept. At an apprais-
al meeting, experts stated this
method was more comprehen-
sive and superior to others.
Technically, it matches the
most advanced foreign test
systems of the late 1980s.

Network test systems prov-
ide an outside stimulus, di-
rectly or indirectly, to a test
object and then observe the
response to determine whether
the object moves correctly.

The traditional distribution
test method that Zeng used
earlier in research in Britain is
the most popular system. But
this approach encounters the
difficulty of synchronizing
the upper tester inside the sys-
tem and the lower tester out-
side.

Under ferry control meth-
od, the upper tester is moved
into the lower system and the
data carrier between the test-
ing and the tested systems
serves as a ferry, resolving the
synchronization problem. Ap-
plication of this approach
shows that limits on the test-
ing capacity of upper testers
are e¢liminated once the testers
are shifted into the lower sys-
tem. This makes program-
ming easier.

In 1988, Zeng improved the
ferry method by putting two
arms on the ferry to produce
the ferry clip. It is now possi-
ble to visit any point inside
a tested object, changing the
view that only systems placed
inside the tested object can

perform a comprehensive di-
rect test. With the help of the
ferry clip, the outside test sys-
tem can directly test the ob-
ject.

Ferry method has become
widely used in test systems.
In 1986, West Germany’s Te--
lenet -GmbH employed the
method for the first time in
practical tests of Videotex In-
terworking Protocol. In 1989,
the computer technology re-
search institute of the German
Democratic Republic Acade-
my of Sciences adopted it.
From 1988 to 1990, the Univ-
ersity of British Columbia es-
tablished a test system based
on ferry clip method. Idacom
Electronic Ltd., which co-
operates with the university,
has applied ferry clip to its
high-property portable net-
work test devices.

Professor S.T. Chanson of
the computer department of
the University of British Col-
umbia wrote to Zeng last
September, “Almost everyone
who understands the approach
agrees that it is technically
superior to conventional test
methods.” He added, “I be-
lieve the ferry clip approach is
an important contribution to
the concept of protocol test-
ing and it is now well known
among researchers and practi-
tioners in the field.”

Also last year, Zeng re-
ceived a letter from Dr. Ru-
dolf Jan Heijink of the Dutch
Royal Post and Telecommun-
ication Institute, who is presi-
dent of the program commit-
tee of the 4th International
Workshop on Protocol Test
Systems. The letter said, “As
we feel that you would be a
most qualified program com-
mittee member, we are very
pleased to invite you to parti-
cipate in the program commit-
tee of this workshop.” [ |

BEIJING REVIEW, JUNE 24-30, 1991




CULTURE / SCIENCE

New Pingju Opera Reflects Rural Life

part from Peking opera,
Athere are still more than

300 local opera forms in
China. In recent years, artists in
these local opera troupes have
successfully produced operas
dealing with contemporary life.
A Mountainside Family, for ex-
ample, is a pingju opera which
was performed by the Shenyang
Pingju Opera Theatre and was
one of the best operas presented
at the National Contemporary
Opera Festival held in May,
this year.

In contrast with Peking op-
era which is usually con-
sidered as an artistic form of
the imperial court, pingju op-
era has closer connections to
the common people. It origin-
ated in the rural areas of east-
ern Hebei Province early this
century. The original form
was quite simple and the only
musical instrument used to
accompany the singer was a
set of seven bamboo slips tied
together. Pingju opera grad-
ually took its present form with
the introduction of local dance
popular in northeastern China,
and the addition of other musical
instruments and a complete re-
pertore of singing melodies. Be-
cause it came into being at the
time when China was undergo-
ing the May 4th New Cultural
Movement, pingju opera was
strongly influenced by Western
drama and opera. Consequently,
most of its plays deal with con-
temporary life and are extremely
popular among local people
of northeast China and north
China.

A Mountainside Family is a
realistic lyrical opera depicting a
family story set in a mountain-
side village in northeast China
during the period of reform and
opening to the outside world.

The story began 20 years ago.
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Qiufeng, the heroine, was deeply
in love with Tianye. However,
Qiufeng’s parents forced her to
marry Tiancheng, her lover’s eld-
er brother,” who, according to
feudal tradition, should be given
priority in marriage. But Qiu-
feng was pregnant with Tianye’s
child and gave birth to a girl
named Hongguo after the mar-
riage. Tianye left his native vil-
lage to go to a remote place.

A scene from A Mountainside Family.

20 years later, Tianye returned
to his native hometown with
hatred for his elder brother,
Tiancheng, and love for Qiufeng
and his daughter. Tiancheng has
just signed a responsibility con-
tract for a piece of land which he
plans to turn into an orchard,
hoping to get rid of the poverty
that has plagued them for so
many years.

Tianye’s return leads to sud-
den turmoils i, the peaceful life
of the family. Tiancheng, trou-
bled by his guilt for his brother,
was blinded in an accidental ex-
plosion. In order to get the
money for her husband’s medical
treatment, Qiufeng betroths her
daughter Hongguo to someone
she dosen’t love. When Tian-
cheng learns of this, he decides to
sell his house and retu n the be-
trothal gifts and bring an end to

Hongguo’s tragedy. Tiancheng’s
deed gradually wins him Tian-
ye’s forgiveness and the two
brothers reconcile with each oth-
er. However, Tiancheng’s health
deteriorated critically from over-
work. As he is dying, he asks his
brother to take care of the family
and the orchard he never man-
aged to have.

“The opera is a description of
the character and fate of the
mountain people and a laudatory
song of their unyielding spirit,”
said Huang Weiying, the play-
wright.

The opera successfully de-
picts several artistic images:
the industrious and honest
Tiancheng, the virtuous Qiu-
feng, the weak and faithful
Tianye, and the naive Hong-
guo. The character of each
person is gradually deveioped
with the development of the
plot and the inner world of the
characters is revealed by their
dramatic outer conflicts.

Other factors including
props, dances and music all
contribute to the characteriza-
tion of the opera. For instance,
the suona (a pipe musical instru-
ment) and wine bottle are the
two symbols for Tiancheng. The
suona signifies his remember-
ance of his bitter love story and
his love for Qiufeng, while the
wine is something he uses to es-
cape from reality, showing the
weak side of his character. The
old Chinese scholar tree, a popu-
lar tree in northeast China, is
used in the setting, not only to
bring to mind the specific place
where the opera is set, but also to
heighten the mood of the opera.
By adapting the Errenzhuan, a
folk singing style popular in nor-
theast China, local flavour is ad-
ded to the opera.

One scene in the opera is very
symbolic: With the music of a
work song, a group of people ap-
pear on the stage carrying large
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stones on their backs. From the
stone carrier, people can feel the
strong life force and the people’s
persistent struggle against fate.
Yang Xiaoyan, director of the
opera, said, “The stone carrier
symbolizes the theme, that is ,
people will doggedly push for-
ward no matter what kind of
misfortune they suffer.” The
woman director, in her thirties,
has directed several operas and
won five awards at the national
and provincial levels.

The Shenyang Pingju Opera
Theatre has a history of more
than 30 years and has produced
over 100 plays.

by Feng Jing

Baseball Games to
Be Held in China

ith the approval of the
WAsian Baseball Feder-

ation (ABF) and the In-
ternational Baseball Federation
(IBF), the 16th Asian Baseball
Championship is to be heid in
mid-September in Beijing and
Tianjin. It is the first time for
China to host the largest baseball
game in Asia. Japan, South Ko-
rea, the Democratic People’s Re-
public of Korea, the Philippines,
Guam, China’s Taibei and
China will plunge into the com-
petition. In addition, according
to an IBF decision, an Australian
baseball team will participate.

Baseball will become a formal
competitive event in the 1992
Barcelona Olympic Games.
Therefore, the 16th Asian base-
ball championship will qualify
two teams in Asia and Oceania
for the Spain Games.

The sport of baseball is po-
pular in Japan, the Philippines,
South Korea and Taiwan. Over
the past decade, Japan, South
Korea and China’s Taibei were
among the best major interna-
tional baseball players. The five
world-famous baseball powers
include Japan, South Korea and

34

China’s Taibei (the others are the
United States and Cuba). In the
XI Beijing Asian Games last
year, baseball was listed as an
event. President of ABF Jong-
Nak Kim said that he believes
baseball will become a formal
competitive event in the 1992
Games.

Late last century, baseball had
been brought to China and
spread to some schools in big ci-
ties by Americans who ran
schools in the country and by
Chinese students returning from
the United States and Japan. By
the 1920s and 1930s, the sport
was flourishing here.

In the early years of the
People’s Republic, baseball was
mainly played by the army. In
1956, the State Physical Culture
and Sports Commission decided
to spread the game throughout
China. Since 1957, national base-
ball championships have been
held yearly. However, they were
temporarily suspended due to
economic woes and the cultur-
al revolution in the 1960s and
1970s.

Beginning in 1985, China’s na-
tional children’s baseball team

i has won five championships, a
i second place and many third

places in international and Asian
competitions, edging into the
world’s advanced ranks.

In 1982 when China was ac-
cepted as an ABF member,
Chinese baseball team had al-
ready participated in the 13th,
l4th and 15th Asian baseball
games. In the last competition,
China won fourth place, after Ja-
pan, China’s Taibei and South
Korea.

by Lou Linwei

Chemical-Coated Seeds
Increase Production

ganic Chemistry of the
Chinese Academy of
Sciences in southwestern China’s

The Chengdu Institute of Or-

Sichuan Province has developed
a drought-resistant chemical for
crops. Each small bag of the yel-
lowish powder substance weigh-
ing only 5 g and costing 0.07
yuan can be applied to crops cov-
ering one-15th of a hectare.

The chemical is actually a po-
lymer resin, which becomes
sticky when soaked in water.
Crop seeds coated with it have a
higher ability to resist drought as
they draw in and then gradually
release water. The substance is
particularly suitable for dry agri-
cultural areas, as it enables seeds
to absorb a far greater water sup-
ply than their untreated counter-
parts.

There are many barren moun-
tainous areas in Sichuan Prov-
ince susceptible to dry weather
due to the soil’s poor water hold-
ing capacity. The Chengdu Insti-
tute of Organic Chemistry began
to develop the drought-resistant
chemical two years ago. So far,
three versions have been devel-
oped and large-scale experiments
have shown encouraging results.
In the 6.7-hectare area of Xianhe
and Baolin districts of Lezhi
County, seeds coated with ver-
sions II and III have led to an
average increase of 5.25 percent
in production. In 1990, tests on a
66.7-hectare corn tract showed a
maximum increase of 25 percent
in production. Use of the chemi-
cal increases costs by 1.17 yuan
per mu (15 mu = one hectare),
but income goes up to 9.85 yuan
or nine times the cost. Obviously,
the substance is of high economic
benefit.

The chemical loses its effect
after a year in the ground. Be-
cause it contains no metallic
ioms, it is dissolved into the soil
by microbes and thus does not
harm the earth.

Presently, the new technology
is being spread throughout China
and the Chinese Academy of
Sciences has listed it as a key
project.

by Lou Linwei
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Another Residential Quarter of South
Anhui (paper engraving).

A Residential Quarter
(paper engraving).

Engravings by Ding Huiming

Ding Huiming, born in Tongling City, Anhui
Province in 1962, now works at the Tongling
Non-ferrous Metals Co. of Anhui Province. A
self-taught student of fine art, he specializes in
engraving. Here are some of his woodcuts and
paper engravings.

A Farmer’'s Home. Rural Scenery.




Changyi Foreign Trade Corp. of Shandong Province

The battenburg and mesh button produced
by the Changyi Drawn-Work Factory are used
for interior decorations. Since 1979, the com-
pany’s products have been sold to more than
30 countries and regions including Canada,
Japan, Italy, the United States and Hong Kong
and have been awarded prizes for their high
quality by Shandong Province and by the
state.

Men’s shirts and women’s blouses, jackets
and silk-embroidered shirts produced by the
Changyi Clothes Factory have always sold well
and thrice won a prize for quality from
Japanese customers. The women’s combed
and fine spun lace blouses were awarded a
prize of excellence and the Soaring Gold
Dragon prize by the Ministry of Light Industry.

The Changyi Chemical Fibre Printing and
Dyeing Factory, with its advanced production
equipment, is now equipped with four pro-
cessing systems for dyeing and finishing, kni-
twear dyeing and finishing, yarn dyeing and
colour weaving. Their main products, Bodao-
brand Waltz woollen fabric, Feilong-brand
valitin wool, Persian wool, resin-treated satin,
knitted cotton polyester and coloured imita-
tion wool fabric, sell well in countries and
regions including the Soviet Union, Singapore,
India, Australia and Hong Kong.

The Changyi Foreign Trade Corp. of
Shandong Province

Manager: Fan Shimin

Address: South Yanwei Road, Changyi
County, Shandong Province

Postcode: 261300

Tel: 2691 SHANDONG CHANGYI
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