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Making China Charitable

By ZHANG ZHIPING

ecently, some volunteersin China have begunto carry booksand

gationery with them when traveling in the country’s remote arees.

By adding an extra kilogram of theseitemsto ther backpacks,
their tripis no longer ajourney in the conventiond sense, but one of
contribution. Although they do not mean to act as charity ectivigs, they
are offering aid and oreading love while enjoying their holidays

Although the materia donations are just books and stationery,
these backpackers are giving children in far flung areeswhat they so
desperately need. And that isto learn more about the great wide
world they live in, which may inspire the children’s passion for life
and even change their attitude toward living.

To do akind deed is nat adifficult job. Aslong asthey havethe
will to do 50, everyone can do something to hd p others. It makes more
sense to make a contribution within one's own ahility, than to complain
about peopl€e sindifference and the fickleness of humen raionships

According to officid gatistics, China has 10 million registered
enterprises, but those that have a record of charity donation amount
to no more than 100,000. That means 99 percent of the enterprises
fail to lend a helping hand to the needy. In addition, no entrepreneurs
topping the 2006 list of China's richest released by British journdist
Rupert Hoogewerf are found on the top of China’s charity roll.
Satistics issued by the China Charity Federation show that Chinal's
wedlthy people, who possess 80 percent of the country’s fortune,
contribute less than 20 percent of thetotd charitable donations

We have reasons to accuse enterprises of their indifference to
sodd responghility, but while doing s, we may have neglected a
dtriking characteristic of the charity cause: Charity isnot the privilege
of millionaires, but society as awhole should get involved.

According to the China Charity Federation, every year 75 per-
cent of the donations come from overseas, while 15 percent come
from China’'s wedlthy and 10 percent from ordinary people.
However, in countries with well-developed charity systems, like the
United States, big companies only contribute 10 percent, big funds 5
percent, whileindividual contributions make up 85 percent.

This fact shows that the gap in the charity cause between China
and the United States does not result from the limited company
donations alone. In order to improve the cause in China, charity
organizations need to speed up and win more trust from the public.

Thereis aneed for more rdevant laws, regulations and system
improvement, so asto create a favorabl e environment for the devel-
opment of charitiesin China. This devdlopment is dill in the embry-
onic stage. People's avareness of charity is yet to be devel oped, and
alaw governing charity activities needs to be drawvn up. Exiging
laws and regulations are incgpable of promoting the sound develop-
ment of the charitiesand dlied institutions.

Charity organizati ons should be disengaged from direct connec-
tion with the government, so that charity activities will be based on
people’ s willingness to give, instead of on government demand.
More importantly, how donations are used should be made more
trangparent.

Although alate starter, Chinais beginning to make inroads into
developing an effective charity structure. When society beginsto see
giving to help others as an honorable action, attitudeswill change.
On the road to entrenching thisit will be redlized thet charity redly
doesbegin at home. .

Have a comment, complaint or question? Beijing Review welcomes your feedback.
E-mail our editorial team at contact@bjreview.com.cn or write to us at Beijing Review,
24 Baiwanzhuang Lu, Beijing 100037, China. Letters may be edited for length or content.
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New Approach

The United States is attempting a new method to

tackleits widening trade imba ance with China. Thisis
what Carlos Gutierrez'slatest Chinavisit, on
November 13-17, has signaded.

This time round the U.S. secretary of commerce
focused on “expansion of U.S. export opportunities,”
instead of pressing Beijing to concede on issues such
astextile trade, intellectual property and renminbi’'s
revaluation that dominated his previous three trips.

The change in tecticd direction coincides with
the proven failure of Washington's former hardline
policy. According to U.S. statistics, the United States
September current-account deficit stood at $64.3 bil-
lion, a 6.8 percent drop month on month. In contrast,
its negative trade balance with China remained an

uptrend, rising to $22.96 billion from $21.96 billionin
August.

The future should be focused on exporting to
Chinaas away of improving our balance,” Gutierrez
told reportersin Beijing,

Gutierrez's high-stakes delegation consi sted of
executives of 25 big firms, including companies aready
operating in China such as L ucent Technologies and
McGraw-Hill, aswell as newcomerslike Westinghouse and
Americas second largest insurance company Aon Group.

Encouragingly, Chinais aso positive toward America's new approach. “ltisnot in
its interests to have too high a trade surplus with the United States” said Chinese
Minister of Commerce Bo Xilai.

In the nine months ending in September, U.S. exports to Chinatotaled $40.2 billion,
making China the United States fourth largest export market.

A recent study report from the U.S. Department of Commerce has listed the areas
where U.S. companies have an edge over China's other suppliers. China's 2006 imports
in these areas, including telecom equipment, semiconductors, water supply and sewage
digposal technologies and equipment, auto parts and medical equipment, are estimated at
$49 billion.

Gutierrez reveded in Beijing that the U.S. Government will issue new rulesinthe
next few months to clarify requirements for

technology exports to China.
“The new rules will be an
improvement because they will [ Y 4 hope
be more focused and more that by
soecific,” Gutierrez told the enhancing

media “They provide pre-

dictability, and that your understanding about

should make things this [Chinese] market place,

dlegter for hoth per- you can get better access into
Gutierrez do this market.”

said that posttive indi- Chinese Vice Premier Wu Yi

cations had been

sen fromthe i

Dermocratic lesders CL .S. exports to China are

of the newly dected already at record levels,

U.S. Congressin so but we’re not satisfied—

far astrade is con-
caned. “Theinitia
dgndsand gatements
and comments that we

there’s room to grow. China is a key
export market for American busi-
nesses and workers, and we

have heard from have a great group of American
%”Sgﬁgi’fhﬁ;‘ﬁy business leaders who are
paint of supporting trade” excited about expanding

he seid, adding it wasimpor- their exports.”

tant to be aware of any steps Carlos Gutierrez

taken that Sgnded protectioniam.
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PEOPLE & POINTS

“People have forgotten
about this in a market where
the dollar bears are winning
out.”

Mike Moran, senior currency strategist at
Standard Chartered Bank in New York,
reacting to the dollar’s fall after Chinese
central banker Zhou Xiaochuan’s comments
that China will keep diversifying its foreign
exchange reserves and reducing the share
of U.S. assets it holds

“We are not expecting

that Rumsfeld will appear in a
court, but we are hoping
investigators will begin looking
into the case”

Wolfgang Kaleck, a German lawyer, after
civil rights groups filed a suit with German
prosecutors on November 14 seeking war
crimes charges against outgoing U.S.
Defense Secretary Donald Rumsfeld for the
alleged abuse of detainees at Abu Ghraib
and Guantanamo prisons

“While complacency would be
misplaced, our insights
provide grounds for optimism
about the prospects for
returning forests.”

Pekka Kauppi, a scientist from the University
of Helsinki, releases a study result showing
the world is recovering from deforestation,
with China showing the most improvement

“It’s really in many ways
about the expansion of access
to financial services to all
strata of people. There are
hundreds and hundreds of
millions of people who are
very economically active and
don’t have basic bank
services.”

Robert Annibale, Citigroup’s Global Director
for Microfinance, eyes the huge untapped
market of the world’s poorest people

“People have the right to have
dogs, but people who don’t
have dogs also have rights.”
Bao Suixian, Deputy Director of the Public
Security Management Bureau under the
Chinese Ministry of Public Security, defends
regulations aimed at limiting numbers of
large and aggressive dogs in cities



OPINION

In Tune With the Masses

According to Xinhua News Agency, to make it easier for lead-
ing officials to learn about public complaints, demands have been
made in Lanzhou, Gansu Province, for heads of al government
departments to go online daily to “hear the voices of the people”
Following a series of similar programs where senior officids take
part in TV and radio shows, the Internet option adds a new dimen-
sion to transparency.

Undoubtedly, the more channelsthere are to hear public voices,
the better. However, why is it dways necessary for senior govern-
ment officias to be available to the masses? Where are the grass-
roots officials who should directly interact with loca people? If
these officias try to give an ear to locds, the many mesasures that
involve senior officials are actually unnecessary.

Grassroats officials are not interested in the voice of the people
and the current system imposes no punishment on those who turn a
deaf ear to the public. In this Stuation, what the government should
do is not to have higher-level leaders available in the eectronic
media, but to rather urge grassroots officidsto actively listentolocal
people, asthey are more in tune with what people need.

China Youth Daily

Exploiting Farmers Destroys Trust

To some extent, mobile medica teamsinrura areasshould have
made it easier for farmers to get better health services. However,
some improper practices are changing this well-intended service
into something that hurts farmers’ interests.

By exaggerating the graveness of the diseases, doctors usually
coax farmers into taking expensive medicine; sometimes, hedthy
farmers are convinced that they have chronic diseases, so have to
buy alot of medicine.

There are currently several striking problems in the present
mobile service system. Firgt, few medica inditutions are redly
interested in helping the farmerstoimprove their health, but most are
s2lling drugs for more profits. They seem reluctant to diagnose dis-
easesor offer consultation. Second, in terms of the medicine offered

GUARDERS: Frequent food safety incidents have given
prominence to the government’s role in defending
public health

to farmers, most drugs are quite expensive while cheap ones are
rarely seen. In fact, marny common diseases can be cured with chegp
drugs. Third, there are few return visits to patients. Different from
other kinds of countryside-oriented services, medical care should
focus on the spread of hedth knowledge and helps to cure farmers
suffering from common diseases and endemic diseases. So return
vidtsto patients are absolutely necessary to check whether the pre-
scribed medicine is effective or not and whether new treatment is
necessary.

With so many problems, the cash-thirsty medica teams are
unlikely to become popular with farmers. It fails because the orga-
nizers care more about economic profitsthan welfare of farmersand,
gradudly, they are losng farmers' trust in them.

People’s Daily

Food Safety Supervision Needs Upgrade

In China, red-yolk duck eggs are traditionaly regarded as more
nutritious than ordinary eggs, and are also more expensive. It has
been exposed by CCTV, the nationa broadcaster, that some so-
cdled red-yolk eggs in the market place are produced by feeding
ducksindustrid dye Sudan |, which can increase the risk of cancer.

The “red-yolk egg incident” comes in the wake of a series of
food safety problems cropping up in recent years. Two years ago,
Zhong Nanshan, a key man in Chinas successful SARS fight in
2003, warned, “If food safety remains deteriorating, 50 years from
now, many people could become sterile” However, even today, there
are gill no measuresin place for this urgent problem.

Currently, most food-processing businesses are smal and pri-
vately run, which often pay little attention to food safety. People's
health cannot be put at the mercy of these businesses, but the prob-
lem isthat market regul ators d one cannot solve thisproblem. If they
could, the “red-yolk egg incident” would not have been found only
after media investigation.

In the face of the urgent food safety problem, diversified means
are caled for. While the government takes its due responsibility,
there should be standard brand and code systems to prevent the
inflow of fake and low-qudity productsinto the market. If any acci-
dents occur, regulators at the production and wholesale links must
take accountability. More sample surveys should be carried out in
theretal chain.

Yanzhao Metropolis Daily

Everyday Heroes

Earlier in November, the “China Pride 2006” poll revedled the
winners of its“Persons of the Year” prize.

Those awarded were ordinary citizenswho had risked their lives
for the sake of nationa and others interests. Among them are fire-
fighters who give their oxygen masks to victims, awoman who lost
her own life in order to save fellow villagers in floods and an old
man who saved 30 people with an old wooden |adder.

They are al common people, but al acted bravely in the time of
danger. Their bravery, wisdom and love for humanity is a great
exampleto al.

Different from other persons-of-the-year polls, ChinaPride 2006
no longer focuses on professional contributions, but people’s contri-
bution as common citizens. When they offered crucial help to oth-
ers, it was not because their professions demand them to act in this
way, but only because those in trouble are their fellow countrymen.

The commendation of so many citizen heroes is surely to boost
people’ s sense of responsibility and obligation to society ascommon
citizens, and to encourage them to make contributions outside of
their families and working communities.

Workers’ Daily
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WEEKLY WATCH

OIOHJSMIN

HIGH FIVE

An Olympic Fuwa airliner is unveiled by Air China in Beijing on
November 13. The company, a partner of the 2008 Beijing Olympic
Games, is considering decorating two more aircraft with the five Olympic
mascots to promote the Games. The mascots exhibit the characters of
four of China’s popular animals—the fish, Tibetan antelope, panda and
swallow—and the Olympic flame (left).

Air China, which has a fleet of 206 planes, also decorated three aircraft
with the “Beijing 2008” logo last year.
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SOCIETY

IPR Protection as National
Policy

Chinese Miniger of
Commerce Bo Xilai told the
fifth Sino-U.S | PR roundteble
mesting in Beijing on
November 14 tha the Chinese
Government takes protection of
intellectual property rights
(IPR) as anational strategy and
will show no mercy initsfight
againg infringements. Visiting
Secretary of Commerce Carlos
Gutierrez attended the mesting.

According to Bo, in 2005,
public security departments
arrested 2,119 peopleinvolved
in piracy, up 56 percent from
the previous year; the total sum
of money involved was 1.28
billion yuan, up 366 percent.

Fifty PR service centers
have been sat up around China
to hear public complaints about
IPR infringements. More than
15,000 complaints have been
handled by the centers so far.

High-Profile Audit

Chind s chief auditor has
pledged to keep publicizing
audit results from government
departments, particularly those
of the central government, ina
continuous push to regulate and
enhance the transparency of
government spending.

“Fiscd revenue comes
mainly from taxpayers. There
should be an explanation to the
taxpayers of how themoney is
goent,” said Li Jnhua, Auditor
Generd of the Nationd Audit
Office (NAO), who has become

anationd icon for £ The magazine has
starting a crusade = more than 30 columns,
againg irregularities = such as Popular New
in government spend- Words and Phrases,
ing, amatter of keen Enigmatic Chinese
public concern. Characters, China
TheNAO hes Album and Lifestyle.
identified 14.6 billion Versions of the maga:
yuan of funds mis- zine in Japanese and
used by centra gov- Korean are in the plan-
ernment departments ning stage.
over the last two .
years Regulating Dogs
. A senior officid of
Taxing Luxury the Ministry of Public
The Chinese Security told a press con-
Government is con- ference on November 14
sidering expanding that the police would be
thelist of luxury “drict, but dvilized” in
items subject to a spe- the latest campaign to
cid “consumption regulate dog ownership
tax”, Wang Li, in Bdjing.
Deputy Director of “Wewill try to
the State JOINT PUBLICATION Readers enjoy browsing reduce grudges held by
Administration of at a promotion for the serial publications of residents, especially pet
Taxation (SAT) has Culture and Civilization of China, a high-profile ~ owners, which may
announced. project between Yale University Press and the result from inappropri-
Wang told the China International Publishing Group ate law enforcement”

first annua forum on
Chinasfiscd reformin Beijing
that tax reform should ensure
that persona income tax, prop-
erty tax and consumption tax
are adjusted in order to
strengthen the role of taxaion
in reducing poverty.

The government imposed a
consumption tax on digposable
wooden chopsticks, wooden
floor pand s, yachts, luxury
watches and ail based products
on April 1. Officid saigtics
show revenue amounted to
142.85 hillion yuan, 5 percent
of totd tax revenuein thelast
fiscal year.

RECYCLING
COMPETITION
A primary
school in
Zhejiang
Province holds
a creativity
competition for
students using
waste materials

Magazine for Chinese
Learning

The World of Chinese,
Chinasonly hilingua magazine
for overseas Chinese language
learners, garts publicationin
Beijing on November 12.

The Chinese-English
bimonthly is co-produced by
the Beijing Center for the
Promotion of Chinese
Language Teaching Oversess
and the Commercid Pressand
will mainly be distributed over-
sees. The center edtimates there
are 30 million Chinese learners
oversees.

EINID MIE

said Bao Suixian,
deputy head of the Public
Security Management Bureau
under the Ministry of Public
Security.

A campaign wasdue to
begin on November 16 to check
if Beijing residents had a
license for ther dogs, and to
ensure compliance with the
“one-dog family” policy.
Keeping of aggressive dogs or
dogstdler than 35 centimeters
is banned. Police say the policy
isamed at reducing the number
of people being bitten by dogs,
thereby lowering the risk of
rabies.

A GOOD REST
The population
of endangered
golden monkeys
in Baima Snow
Mountain Nature
Reserve of
Yunnan Province
has doubled
over the past 24
years of
preservation
efforts
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ECONOMICS increase. Price hikesof crude ail prices stay below the oil dterna- hasingructed large State-owned
and non-ferrous metdsin the tive's production costs for along enterprises (SOEs) directly under
New Rules Against international market will dso period. its contral to establish speda
Money-Laundering have an impact, saysthe report. Themove is part of apack- departments for their stock
g nets certdl bk s Ay Lo eaEht Novermbe Dioboos tecki A droer issuecby the
Iijed two !'gcﬂ]gl_al %?Sfom . ryerllg Growth Year opment of the bio-energy sector Sate-owned Assets Supervision
}Enstirm - t';:?l ght |a€;.n3:_1c| = Also acoording to the o_mtrd and reduce the country’s depen+ and Adminigtration Commisson
| tering bank, the country’seconomic dency on ail. of the State Council (SASAC)
mo F%inmd ol nsti'.[ Ltions will grwvth would be above 10 per- Thedocument from the said dl SOEsunder direct central
now have to Al maor and cent thisyear. A_t the beginning of Fnance Minigtry promises asub- government control are prohibit-
suspiGioustr repol tions to the the year, the Chinese ddy fqr bic»energy p_rod_udion ed from sock dedling under per-
certral bank's anti-money laun- Government st the god of 8 pa- when |nt_err_16umd oil pricescan- sond accounts and should
dering moritoring and analysis cent for the year’ seconomic not sustain its sound develop- enhance management and super-
o Y growth. ment. The government also vision of high-risk investment in
Ail finandial institutions e It said the economy grew promises to support the planting finanda derivatives Thecircular
g 10.7 percent in thefirst three of rawv materialsfor biochemica sad SOE investors should close-
requiredto stup asystemalon- o ters and would continue products and bio-energy-related ly monitor the market so asto
ing them to identify their cus- srong momentum inthefourth ~ technologies China has set the srictly control high-risk and fluc-
tomers eesily. The centrdl bark quarter. godl of bringing the proportion of ~ tuating investment.
asointendsto st up andiond The central bank predicted renewable energy consumption SASAC Chairman Li
datebese to keep records of ll growth may slow down in future up to 10 percent of the national Rongrong hed said earlier
mgjor and suspiciousdeals. dueto governmental macro-con-  total by 2010. SASAC would improve supervi-
Thetworegulaionscomple- ) pojicies and influences from . . sion of central SOE investment in
ment an anti-money laundening  the o economy, However, Tightening Stock high-risk products and etablisha
law adopted by the nationd 163~ the eponomy will continueto IEs e responsibility system for heavy
|gaI|Vebwy|n md)e’, which de/d(pfaa-dgm|y' asthe The Chinese Government economic losses.

will take effect next year.

Inflation Stress

A report on currency policy
inthe third quarter released by
China's central bank on
November 14, saysthet inflation-
ay presaures dill exig despite
lower consumer price index
(CH) inthefirg three quarters

According to the report, rises

driving force remains strong.

But it warned thet the dow-
down of fixed assetsinvestment
and bank loans in the third quer-
ter wasinherently ungableand
Chinadtill suffered animbalance
ininternational payments.

It pledged to continue a pru-
dent currency policy and put loan
incresse under reasonable con-
trol. Meanwhile, it would take

in prices for both consumer comprehensive messuresto
goods and production meterials speed up economic sructurd
arean imminent risk. It predicts adjustment and carry out policies
consumer goods will bein over- promoating domestic demand.

upply inthe near term.
Meanwhile, as Chinaspeaeds
up its pricing reform on energy
products, prices of water, dectric-
ity, oil and gaswill cortinueto

2

Subsidizing Bio-energy
Chinawill grant subsidiesto

bio-energy-producing companies

when international crude oil
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TRADE EXTRAVAGANZA As a partner country, China organizes
a delegation of 200 companies to showcase its technological
and engineering prowess at the seven-day India International

Trade Fair 2006 in New Delhi

SHINING
STARDOM

At the Hollywood

premiere of the
new epic drama
Curse of the
Golden Flower
from Chinese
movie director
Zhang Yimou
(right), stars in
the movie Chow
Yun-fat (left) and
Gong Li created
a media circus
and won over
adoring fans

p ﬂ EEEHE. Egymn_astic
team is
gearing up
Lz for the
15th Asian
Games in
December

NIHD BNeHZ

DNIH B
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RESCUING WHALES
Conservation workers
examine dead pilot
whales after a mass
stranding at Ruakaka

. north of Auckland on
November 10. A pod of
77 whales became
stranded on the beach
and rescuers were only
able to re-float 40 and
encourage them to
return to sea
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QUEEN IN
MOURNING
Queen Elizabeth
Il leads tributes
to Britain’s war
dead alongside
political leaders
during the
Remembrance
Sunday

service in
London on
November 12.
This is an
annual event in
Britain to honor
those who have
paid the
ultimate
sacrifice in the
service of their
country
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ARAFAT
REMEMBERED
A Palestinian
security officer
stands in the
shade close
to a poster of
the late
Palestinian
leader Yasser
Arafat at the
Palestinian
Authority
headquarters
in the West
Bank city of
Jenin on
November 10,
eve of the
second
anniversary of
Arafat’s death
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MANGLED
MESS Wreckage
from a car bomb
detonated by
suspected
militants near

a heavily
guarded Indian
military base

in Kashmir’s
summer capital
Srinagar on
November 14,
which injured

at least 13
people
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REAL SANTA CLAUS A man dressed
as Santa Claus reads a letter he has
received from a child at the post
office of Himmelpfort, or “heaven’s
gate,” in eastern Germany on
November 13. Children from all over
Germany yearly send their lists of
wishes to the address “Santa Claus,
Christmas Post Office, 16798
Himmelpfort”

MORE BLOODSHED

A Palestinian woman carries
her injured baby son into a
hospital on November 8.
At least 13 Palestinians were
killed when Israeli shells
struck houses in the flashpoint
northern Gaza Strip town of
Beit Hanun

SECURITY ON CAMPUS Iragi students walk out of al-Mustansiriyah
University in Baghdad on November 14. Iraqi Ministry of Higher
Education and Scientific Research called for tightened security in
universities after armed men in military-style uniforms kidnapped
around 100 employees and visitors from a ministry building

ANTITERROR
DRILL An actor
portraying a
concertgoer
exposed to
bio-toxins
released by
terrorists is run
through a mobile
detoxification unit
during California’s
annual full-scale
Homeland
Security exercise
“Golden
Guardian” in San
Bernardino on
November 14



EXit Strategy

The United States wants to adjust its
policy toward Irag in a move prompted,
in part, by the Republican “thumping”
in the mid-term elections. But the
prolonged stalemate in Iraq leaves it

with few options

By WANG JINGLIE

U.S.-backed Iragi court sentenced

former Iragi President Saddam

Hussein to desth on November 5.

Iragi Prime Minister Nouri al-

Maliki indicated that Saddam could
be hanged by the end of the year.

President George W. Bush hailed the
tria as “a milestone in the Iragi peopl€'s
effortsto replacetherule of atyrant with the
rule of law.” He hoped to take advantage of
the Saddam case once again, to carvass
vaotesin the U.S. mid-term elections, only to
be frustrated by the results. Defeated in the
elections, Bush admitted that the Americans
had clearly expressed their dissatisfaction
over thewar in Iraq through their votes.

In the face of widegpread disapprovd of
the Irag war among the generd public as a
result of mounting U.S. casudties and fre-
quent scandds involving U.S. servicemen,
Bush fired his defense secretary, Dondd
Rumsfdd.

Controversial verdict

Saddam’s desth sentence has shaken
not only Iraq but also the whole of the Arab
world. While the Shiite Iragis and the
Iranian Government believe Saddam
deserved the desth sentence, many Iragis,
especidly Sunnis, as wdl as some Arab
leaders, do not want him to be executed.

Despite their dislike of Saddam’s
regime, many leaders in the Arab world
have opposed the desth sentence, saying it
will set abad precedent. Egyptian President
Hosni Mubarak has come out strongly
against hanging Saddam, saying that would
only make Irag explode into more violence.

The New York Times has said that it is

The author is director of the Division of Middle East
Studies of the Institute of West Asian and African
Studies under the Chinese Academy of Social Sciences
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regrettable that the dominant Shiite and
Kurdish politicians in the current lraqgi
Government are dso determined to use
“Mr. Hussain's trid and punishment to fur-
ther their own politica ends, as Prime
Minister Nuri Kamal al-Maliki has contin-
ued to do in recent days.”

Saddam’s was a totditarian regime,
adopted—besides some persond factors—
in keeping with Irag's stage of socia devel-
opment. His iron hand helped maintain
unity in lrag. Under hisregime, the country
wielded so much clout that Bush senior
believed it had the fourth largest army inthe
world before the Gulf Wear.

Democracy is a gradua and time-con-
suming process. Given the current socid
development in the Middle East, moderate
authoritarianism may be an optionto ensure
minimum socia stability and development.

Asthe sole superpower intheworld, the
United States was able to crush Saddam’s

regime. However, it is not powerful enough
to transform a civilization, as can be seen
from the troubles in post-war Irag. Despite
the collgpse of his regime and his three-
year-long imprisonment, Saddam is dill
held asasymbol in Irag.

Strategic nuances

It is certain that the United States will
adjust its policy toward Irag. The reason for
thisis more to do with Washington's failure
in Iraq than the Republicans' defeat in the
mid-term el ections.

Three years ago, the United Statesinvad-
ed Irag under the pretext tha Iraq had
wegpons of mass destruction and was spon-
soring terrorism. Not having been authorized
by the United Nations, the war was neither
legitimate nor just. In fact, the United Stetes
found no evidence that Irag had weapons of
mass destruction. Over the years, it has suf-
fered numerous setbacks in Irag. While fail-
ing to bring peace and stability for the Iraqgis,
it has mired itsdlf in an “Iraqg morass”

Even the Bush administration accepted
the Irag-Viet Nam comparison. An opinion
poll conducted afew weeks before the mid-
term elections showed that two thirds of the
Americans thought that the United States
waslosingthewar inlrag. Moreover, Iragis
resistance is unrelenting. The U.S. diplo-
matic office near Baghdad was mortared on
November 11, a new testament to the
unpopularity of the U.S. occupiers.

The number of U.S. soldiers killed in
Iraq has exceaeded the number of victims of
the September 11 terrorist ettacks. Iraqgi casu-
alties are even more shocking. In an article
published by The Lancet journd onling, the
number of Iragi desths as of duly this year
was estimated at some 655,000. The United
Saesisin an avkward stuation. The Bush
administration cannot bear the politica con-

HIGH ALERT: The authorities tighten security in Baghdad after Saddam’s sentence is
passed
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SYMBOLIC GESTURE?: Saddam Hussein protests as he is sentenced to death by
hanging by a Iraqgi court on November 5

sequences of leaving Irag, a shameful
prospect that is comparable to the Viet Nam
War. However, as the Iragi Government
druggles to stop the violence, U.S. troops
will find it difficult to stay in Iraq for long.

In October, Bush summoned high-rank-
ing officids induding Vice Presdent Dick
Cheney and then Defense Secretary Rumsfeld
to meet and discuss a possible change in the
adminigration’spalicy toward Irag. “ Our god
in Iraq is dear and unchanging: Our god is
victory,” Bush saidin hisweekly redio address
on October 21. “What is changing are the tec-
ticswe useto achieve thet god

Will the change of tacticstakethe United
States out of the mess? Will it bring peace
and gability to Irag? The answer is No.

Daunting challenges

When andyzing the state of affairs in
Iraq shortly after the war, we suggested that
the voldile Iragi situation hinged on four
mgor aress of conflict and one potentia
risk—the escalating nationa conflict
between the United States and Irag, the con-
flict between various factions in Irag, the
political and economic conflictsarisng from
reconstruction, the conflict between the
United States and other mgjor world powers
on the Iraq issue and the risk of a split Irag.
The conflicts and the risk continue today in
varying degrees. As areault, Irag is unlikely
to berid of the violence and chaos.

There is no denying the fact that the
United Statesismiredin agrategic morassin
Irag. While its casudty list keeps growing
with each passing day, it has been unable to
put the Iragi Situation under contral, let done
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uselrag asamodd to promote democracy in
the “Greater Middle East” The df-pro-
claimed“liberators’ havetriggered theindig-
nation of the Iragisfor their daughter of civil-
ians, rape and killing of young women and
abuse of the Quran. Mahmud a-
Mashhadani, Speaker of the Iragi Parliament,
has cdled the U.S. occupation “butcher’s
work” and demanded that it should withdraw
from Irag. All these indicate that as the con-
flict between the United Statesand Iraq escar
lates, U.S. troops will become the target of
even more attacksin the future

Four mgor factions—the Sunnis,
Shiites, Kurdsand the remnants of Seddam’s
regime and the Baath Party—dominated
post-war Irag. However, during the ensuing
reshuffle, theinfluence of Saddam and Baath
supporters drastically declined, leaving
Sunnis, Shiites and Kurds vying for a domi-
nant pogition. The chaosin Iraqislargely the
result of their congant fighting, espedally
sectarian violence. However, dl the three
forces are opposed to the U.S. occupation. In
addition to these, Iraqg has been infiltrated by
anti-U.S. elements, including anti-U.S.
forces with extreme national and rdigious
sentiments and outfits with links to the Al
Qeeda. Their influence on the stuation in
Irag cannot be underestimated.

Iragi reconstruction is plagued by a
myriad of problems. Challenges exist on
both political and economic fronts.
Politicaly, the United States wants to set up
apro-U.S. regimein Irag in abid to export
its values and ideology to the country. So
far, the goa has not been fulfilled with the
Iragi Government bettling to put the situa-
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tion under control.

Economicdlly, Iragq has long been in a
shambles as areault of the sanctions suffered
for more than a decade after the Gulf War.
Thewar waged by the United Stateshasdedlt
another blow to the country’s economy.
Many essentia infragtructure and hedth care
fecilities have been destroyed in the bomb-
ings. Thelragis, who areliving ahard lifein
the ruins of war, are eager to retore peace
and prosperity in their country at an early
date. However, the lingering chaos has made
recongtruction a trying endeavor.

Though not as prominent currently, the
conflict between mgjor powers over the Irag
issue has yet to be resolved. Before the war,
the United Sateswent out of its way to salic-
it the UN'’s support for its military action
agang Irag. However, the world body did
not give agreen light as it failed to persuade
other world powers. Unlike the Gulf War in
1991, the United States has been palitically
isolated in the Iraq war sarting from 2003.

Moreover, its so-caled alliance of the
willing is only nomina as Britain is virtua-
ly the only country that has followed the
U.S. footsteps in Irag. Other major powers
such as Russia, France and Germany
refused to send any troops. Ity and Spain
have darted to pull out of Irag. If U.S.
efforts to recongtruct Iraq prove futile, the
UN and other world powers will end up
having to play a gregter role.

Amaong the many conflicts and uncertain-
tieshaunting post-war Irag, themost insidious
isitspartition. Iraq has a populaion of about
23 million, mog of whom are followers of
Islam. Shiites make up 535 percent of the
Mudims while the rest are Sunnis. These
Mudims together with the Kurds, who
account for ebout 21.6 percent of the total
populetion, conditute the maor political
forcesin Irag. Saddam maintained the unity
of the courtry with his high-handed rule The
new U.S.-backed Iragi Government, howev-
er, featuresacompasite structure under which
power is divided among these different
groups. Thestructureis more complex thanin
Lebanon, where power is divided among the
various sects, and in Cyprus, where power is
divided among the different races.

From a geopalitical perspective, the
United States is unwilling to see a strong
Irag, still less a strong Iran. The domino
effect that Irag's partition will have on the
Kurdish unrest in Iran serves U.S. geopolit-
icd interestsin the Middle Eagt. In order to
withdraw from Irag, the United States is
likely to split the country, a practice that
colonists often resorted to in the past.
However, a partitioned Irag, or a virtualy
partitioned one, aloose political federation,
that is, will become a potentia detriment to
political stahility, making the Middle East a
more complicated and volatileregion. =
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Goping With
Climate Change

The problem of climate change has
global impacts, so that all countries,
both developed and developing, need to
make joint efforts to address it

By ZAN JIFANG

lobd warmingisnot afreshissue, but

perhgps not everybody is very clear

about the sze of its impact on the

Earth. A recent report released by the

British Government shows that the
aggravating greenhouse effect will gravely
damage the world economy, bringing about a
disaster equd tothat of the twoworld warsor
the economic recesson of the 1930s.
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The report waswritten by British econo-
migt Nicholas Stern, former chief economist
of the World Bank, after a year of investiga:
tion and research, and is considered the most
authoritative ever on this problem.

The 700-page study said that, if the gov-
ernments of al countries did not take effec-
tive measures to restrain the greenhouse
effect in the coming 10 years, then, in the
next century, the globa ar temperature
would increase by five degrees, which

THIRST FOR
WATER: A child in
New York tries to
cool herself down
at a fountain on
August 1. Some
attribute the
extreme weather
worldwide to the
effect of global
warming

would, in turn, usher
in ever greater envi-
ronmental disasters.
Hoods and droughts
would make some
200 million people
homeless, and it
would cost al coun-
tries as much as
$6.98 trillion to ded
with.

Stern  suggests
that globd warming
could shrink the
globad economy by
20 percent, but tak-
ing action now
would cogtjust 1 per-
cent of globd gross
domestic product.

The economist
calls for sustainable development and
urged industrial countriesto try to cut their
consumption of non-renewable energy
resources that emit large amounts of
greenhouse gases when burnt, such as oil
and coal, and at the same time increase
input in environmenta protection.

He a s0 suggests theinput of developed
countries should be more than underdevel-
oped countries to make up for the environ-
mental pollution caused by their carbon
dioxide discharges over the years.

The Stern Report coincides with the UN
conference on climate change held in
Nairobi, Kenya, November 6-17.
Thousands of experts and officids from dl
over theworld gathered to discuss the effect
of globa climae change and the urgent
countermeasures people need to take.

Asthe Kyoto Protocol, which aimed to
limit greenhouse gas emissions, will expire
in 2012, the conference al so discussed how
to further reduce emissons in the post-
Kyoto era. But the consultations are till at
a stage of technical discussion and
exchanges of different standpoints and
views.

Under the Kyoto Protocol, adopted in
1997, 35 industria countries and the EU as
a body are committed to reduce emissions
by 5.2 percent compared to the 1990 level
during the period 2008 to 2012.
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But more and more evidence is emerg-
ing to show that a reduction of five percent
isfar from enough. Scientists estimatethat a
60 to 80 percent
cut in green-
house gases by
the middle of
this century
will be
needed to
gabilize the
atmos-
phere.

COMMON CONCERN: EU Trade
Commissioner Peter Mandelson
addresses a seminar in one of Beijing’s
think tank on climate change on
November 10. Mandelson and his
Chinese counterpart agreed to build joint
trade strategies on climate change

Up to 2004, the greenhouse gas emis-
sons of mgor industrid countries were
reduced by 3.3 percent on average, based on
the 1990 level, but the discharges by the
United States, the largest producer of green-
houses gasesin the world, hasrisen by 15.8
percent. U.S. president George W. Bush
refused to ratify the Kyoto Protocol in 2001,
saying that it could damage U.S. economic
development.

U.S climate negotiators & the Nairobi
conferencesaid the American sand would not
change within the term of President Bush.

Anayss are concerned that the
American refusal will directly affect rele-
vant internationa cooperation aimed to cut
down greenhouse emissions to hold back
the global warming tendency.

At the opening ceremony of the Nairobi
conference, Kenyan Environment Minister
Kivutha Kibwana called on all countries to
take practical actions on climate change.

Globa warming threatens the poorest
peopleinthe world, and it would particul ar-
ly affect the process of Africa’s poorest to
redize their socid development gods, he
sad.

More and more experts believed the
developed countries have to agree on
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establishing an adaptation fund to hep
developing countries to cope with climate
change.

They hold that, as climate change is
inevitable, how to adapt should be placed
on the agenda to protect the future of the

human race.
Chinese climate expert Gao

Guangsheng said that to adapt to cli-

mate change is to take measures to

reduce the disagtersit brings, such as
heightening dykes and improving
drought-resistant crop types.
Su Wei, deputy head of the
Chinese delegation to the Nairobi con-
ference, said the effect of climate
change was worldwide, and so coping
with it needed joint efforts of both
developed and developing coun-
tries.
Su sad that the Chinese
Government was willing to
strengthen cooperation with
African countries in ded-
ing with the problems.
Developed coun-
tries should shoulder
major responsibility
for the negative
effects of climate
change. They needed to take measuresfirst
to reduce greenhouse gas emissions, while
having an obligation to help developing
countries in their
capability construc-
tion so they could
participate properly
in globa cooperation
for coping with cli-
mate change, said
Su.

He added that
China was one of the
biggest sufferers of
climate change and
the country was
actively engaged in
relevant  consulta-
tions and negotia-
tions with other sig-
natories to the UN
Framework
Cornvention on
Climate Change on
the principle of
“common but differ-
entiated responsibili-

" Actualy China
has aready carried
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Bo Xila and EU Trade Commissoner
Peter Mandel son recently agreed to set up
atask force on “sustainable trade” to help
build joint trade strategies on climate
change, including conditions for trading
environmental technologies between
China and Europe.

Mandelson a'so attended a seminar in
Beijing on trade and climate change on
November 10. The seminar focused on
the challenges of balancing China's con-
tinued economic growth with the impera-
tive of addressing the environmental cost
of rapid development domestically and
globally.

He said that the developed world, emit-
ting 80 percent of dl the historic production
of greenhouse gasses, had a special respon-
sihility to lead the way.

At the ChinaEU Summit in Beijing in
2005, Chinaand Europeissued ajoint decla:
raion on dimate change Mandelson noted
that Europe stood ready to share expertise
and experience with China on clean cod,
renewable energy, energy eficiency and car-
bon sequedtration.

China is a signatory to the Kyoto
Protocol. Asadeveloping country, itisnot
under any of its restrictions. But, it has
also taken measures to reduce its green-
house gas emission, cutting carbon diox-
ide emissions by 12 to 17 percent since
1996. .
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the EU in addressing

climate change. Asa

first step, Chinese
Commerce Minister

13 Bargrivran Wasdhypn, Doegeresp sing | B =g |10 meten rodh of Foiy Flars|
Bl fu 05 ded 10 %03 | i 84 |G- P8RS

13



Toward an Influential Partnership

Russian prime
minister’s visit
consummates
yearlong China-
Russia gala

By YAN WEI

or Chinaand Russia, 2006 isayear of
soecid higtoric significance, as it
marks the 10th anniversary of the
establishment of the Sino-Russian
drategic partnership of cooperation
and the fifth anniversry of the signing of
their landmark Treaty of Good
Neighborliness and Friendly Cooperation.
Apart from these commemorative occas ons,
however, Chinese see the success of the Year
of Russa in China as raisng the bilaterd
relaionship to ahistorica high point.

“Unveiled by Russian President
Vladimir Putin and closed by Russan Prime
Mingter Mikhail Fradkov [together with their
Chinese counterparts], this short Year of
Russia will have long-term implications for
therdationship,” said Chen Yurong, Director
of the Divison of East European, Russian
and Centrd Asan Studies a the China
Indtitute of Internationa Studies.

As consenaus between the two countries
has expanded through the series of bilaterd
events, the two countries have cemented the
drategic partnership and are poised to exert a
greater influence on ther region and the
world at large, Chinese experts say.

Showcasing today’s Russia

Fradkov was in Beijing November 9-10
for the 11th regular bilaterd prime mini seri-
a mesting with his counterpart Wen Jiabeo;
Presdent Hu Jintao and top legidator Wu
Bangguo aso received him separately.

The two heads of government reached
consensus onawide range of issuesinduding
promoting cooperation in ail, naturd gas and
nuclear enagy projects, increesing mutua
investment, dedling with trade problems, pur-
suing medium- and long-term cooperation in
stience and technology, establishing culture
centersin each other’s country and collaborat-
ing on environmental protection.

In ajoint press statement, they affirmed
that their drategic partnership of cooperation
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RUSSIA IN CHINA: Chinese Premier Wen Jiabao and his visiting Russian counterpart
Mikhail Fradkov attend the Russian National Exhibition in Beijing on November 10

had developed rapidly with mutud trust reech-
ing unprecedented heights, cooperation invar-
iousfidds has benefited both netions and con-
tributed to world peece and gability.

At the same time, the two sides
expressed their resolve to further promote
mutualy beneficial cooperation in dl fieds
and further upgrade the strategic partnership.

Chen Yurong believesrel ations between
China and Russia are now stronger than
they have ever been. She gave particular
credit to the Year of Russia, saying it helped
promote across-the-board bilateral coopera
tion in diverse fidds, from culture and arts
to trade and business.

She dressed that the Chinese people
had an opportunity to familiarize them-
selves with the lifestyle and economy of
contemporary Russa—far different from
what they had learned from favorite Soviet
novels in the past. In this sense, the event
had enhanced mutua understanding.

According to the officid newspaper
People’s Daily, some 200 exhihitions, con-
certs, trade fairs and other events covering
areas such as politics, economy, culture, sci-
ence and technology, education, military
affairs and regional cooperation were

staged. “The Year of Russia has received
widespread attention in the two countries
and throughout the world, as it helped to
consolidate the foundation of Sino-Russian
friendship, build a new platform for prag-
matic cooperation and substantiate the
drategic partnership of cooperation,” the
newspaper said in an editorid.

In this specia year, exchanges between
China and Russa at various levels were
extremdy frequent, the newspgper noted.
High-levdl exchanges hit arecord high with
the two countries’ presidents meeting four
times. Senior officials, such as top legida
tors and prime ministers, as wdl as many
ministers and regional heeds, aso met on
many occasions.

In addition, the Year of Russa triggered
off “Russan-chic’ in China. Whilegiving the
Chinese a better picture of Russid stime-hon-
ored history, brilliant culture and recent deved-
opments, it imbued the generd public withthe
peaceful concept that China-Russiafriendship
will last forever, the newspaper said.

It dso noted that, within the framework
of the Year of Russia, the two countriesheld
a number of events promoting pragmatic
cooperation such as a Sino-Russian busi-
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ness summit forum, a series of promotional
activities on Russias federd didricts, the
Russian Nationa Exhibition and the China-
Russa Investment Promotion Week. The
bilateral trade volume totaled $24.64 billion
in the first nine months of thisyesar, up 18.8
percent from the same period of last year,
and should reach a record $36 billion by the
end of the year, People’s Daily said.

Trading powers

Chen pointed out that economic and
trade cooperation was high on the agenda of
thevigting Russan premier. Apart from the
trade promotion programs held during
Fradkov's vigit, 17 documents were signed
to promote cooperation on trade, nuclear
power, education and some other fields.

Under one of these, China will signifi-
cantly increase the import of eectricity from
Russa The agreement between the State
Grid Corporation of Chinaand Russaselec-
tricity monopoly Unified Energy Systems
commits the | atter to supply up to 60 hillion
kilowatt-hoursto China per year, with 4.3
billion kwh transferred in the initia
stage, according to Russian media
reports.

It was adso announced that
Russds main oil and gas explo-
ration company, Rosneft, would
boost its exports of ail to China
by up to 65 percent next year,
with the am of eventudly
becoming the country’s largest
foreign patner in the energy
fiedld. The Russan Sate-
owned firm will increase
exports of cude oil and oll
productsto Chinato 20 million
tons next year, from an expect-
ed 12 million tons this yesar,
announced its  president,
Sergey Bogdanchikov, travel-
ing with Fradkov.

However, the two sides
have not yet sgned a con-
tract, Bogdanchikov added.
He made the remarks at a news conference
on November 10 after the inauguration of
the company’s representative office in
Beijing, amove that he believes highlighted
Chind's importance in its globa expansion
strategy.

In another development, Chinese and
Russ an firms reached agreements on 10 pro-
jectsinvolving atotd Chinese investment of
$1 billion in Russia during the Sino-Russian
Investment Promotion Week and the Third
China-Russia Conference on |nvestment
Promotion held in Beijing on November 9.

Chen sad bilaterd economic and trade
cooperation had deepened and broadened as
the business communities and regionsin the
two countries continue to strengthen dia
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logue. Reviewing progress in hilaterd rela
tions over this year in an interviev with
Beijing Review, she underscored this positive
trend, in addition to the soaring trade volume.

In retrogpect, she dso halled Russa's
Far Eagt oil pipdine project. Congtruction
of the project’sfirst stage waskicked off last
April, putting an end to years of wrangling
between Russia, China and Japan. She said
the pipdine, whose destination is set near
the Chinese border, was bound to open up
bright prospects for further energy coopera-
tion between the two countries.

Shaping a new order

With relations between China and
Russa making such great drides, experts
are eger to explore their relevance in a
wider context. Chen said the upgrading of
the gtrategic partnership could exert a posi-
tive influence on the surrounding region.
She believed it would enhance peace and
economic development in Central Asa.

She noted that, asimportant members
of the Shangha  Cooperation
Organization, Chinaand Russiaplayed a

crudd role in combeting terror-
ign, separatiam and extremism
and safeguarding security in

JOIN HANDS, MOVE FORWARD: Under this catchphrase,

a series of events have been staged during the Year of Russia
in China, such as the Russian Culture Carnival held in Beijing
in October

the region in collaboration with Centrd Asan
countries. At the same time, the rapidly
expanding economic cooperaion between
China and Russa would provide fresh impe-
tus to economic devdopment in Centrd Asia

Chen further pointed out that the China
Russ a partnership had become an increesing-
ly important factor in shaping the new palitical
order intheworld. She said the two countries
shared dmilar views on mgor internationd
isues and visons on internationd rdations
For example, both advocated a just and ree-
sonable new palitical order in the internation-
d community, sood for safeguarding world
peace and resolving crises by peaceful meens,
and respected the diversity of theworld's civi-
lizations and various modes of devel opment.

Their ways of handling internationa affairs
hinged on the maintenance of world peaceand
the establishment of anew internationd order,
shesaid.

Xu Tao, aresearch fellow at the China
Ingtitutes of Contemporary International
Reations, said that, ever since the disnte-
gration of the Soviet Union, Centrd Asian
nations had pursued a multilatera and bd -
anced strategy in their cooperation with for-
eign countries and sought partnershipswith
various countries on the economic front.
Though attractiveto the countriesin Central
Ada, the“ Greater Centrd Asa’ strategy of
the United Stateswas not in their best inter-
ests as it amed to tighten the exclusve
American grip on the region, said Xu.

He observed that Russia's influence over
the region was unparaleled. Chinds rapid
economic development and state-controlled
reforms during its trandtion to a market
economy had dso been widdy recognized.
Chind s positive role was essentia to Central
Adan countries while they were making
painstaking efforts to rehabilitate their
economies, Xu said. Moreover, China could
sarve astheir gateway to the Pecific Rim, an
advantage even more valued by these coun-
tries than specific cooperative projects with

China. Given these advantages, Xu said,
China and Russa should continue to
enhance mutua trust and collaboration
0 astojointly boost their influence
Zheng Yu, a research fdlow a
the Indgitute of Russian, East
European and Centrd Asan sudies
a the Chinese Academy of Socid
Sciences, pointed out that China
Russa drategic cooperation had
undergone dramatic changes since
the beginning of the 21 century,
and especidly since 2004. Firgt of
dl, their cooperation had become
more balanced globaly, regionaly
and hilaterdly. Unlike in the 1990s
when the two countries focused on
cooperation on global and regiond
isues, Chinaand Russiawere more
pragmatic about bilaterd drategic coopera
tion.

Also, the partnership had effectively
changed the region’s rategic landscgpe with
itspracticd implications In addition, the Yeer
of Russaandthe Year of Chinato behdd next
year in Russiawere indicative of the fact thet
the two countries were intensfying efforts to
bolgter the socia and cultura foundations for
long-term trategic cooperation.

Chen said she wanted to see the good
momentum exhibited in bilateral relations
carried forward during the Year of China,
on which she pinned high hopes. “It is
expected to show to the Russians a multi-
faceted China and dispd their mispercep-
tions” she said. .
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Managing a One Trillion
Dollar Forex Nest Egy

As China’s foreign exchange (forex) reserves exceeded

$1 trillion in early November, much debate exists about the
possible impacts of this ballooning wealth on China’s economy
and how to properly manage it. In two separate articles carried
in People’s Daily Online, Zhong Wel, a professor at the
Financial Research Center in Beijing Normal University, and
Zhao Xijun, Vice President of the School of Finance of Renmin
University of China, contribute their ideas.

Just How Big
Will China's Forex
Reserves Get?

By ZHONG WEI

hinds forex reserves exceeded $100

billion for the firg time a the end of

1996 and maintained steady growth in

thefollowing five years. From 2001 to
present, the country’s strong economic growth
has promoted an increase of thesereserves. In
2003, the annud increase amounted to $136.8
billion. In 2004, the annua growth reeched
$206.7 billion. This year will be thethird con-
secutive year thet forex reserves have growvn
by more than $200 hillion.

In accordance with the current trend, the
totd amount of forex reserves is expected to
exceed $1,500 hillion in the second quarter of
2008 and $2,000 billion by the end of 2010.

If the peak of reserve growth were fore-
seeable, then there would be no need to
worry about the sze and management of
forex reserves. However, the plain fact is
that it is till hard to determine how grest
China's forex reserves may be in the next
three to five years.

Asadeve oping country, Chinaneedsto
=t up a new management system for forex
reserves. This framework should encom-
pass some important cons derations.

New management

The new management system should
dynamically define the modest sze of
Chind's forex resarves, thus determining an
gppropriateleve of surplus. Thereareat least
three factors that have to be taken into con-
sSderation for this. Thefirst is the benchmark
size of reserves. Currently there are severd
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dements working in concert with it: forex
reserves spent on imports over five-six
months, forex reserves spent on payment of
short-term externa debt, forex reserves spent
on medium- and long-term externd debt,
profits that have been made by fore gn enter-
prises but have not been remitted outside
China, the size of direct invesment by
Chinese enterprises in overseas markets and
the gze of investment in the securities mar-
ket.

The second congderation is the size of
safety of Chinas forex reserves, and the
third isthe dynamic s ze of slight growth in
the balance of international payments.

Taking into account the rgpid growth of
Chind's GDP and its huge foreign trade vol-
ume, the modest sze of reserves will dso
incresse. A generdly accepted dynamic
growth rate would be 2-3 percent of GDR,
which means tha in the
next threeto five years, the
amount of reserves would
increase by between $50
and $60 billion each year.
The remaining amount of
forex reserves ocould be
included in  surplus
reserves If thisweredone,
the current dynamic
benchmark sze of forex
reserves would not exceed
$800 hillion. The rest
would be regerded as sur-
plusreserves

The new framework
should adso make use of
surplus reserves in diversified channels
from a strategic perspective. The focus is
currently on five different areas. to obtain
the bulk of strategic resources important for
sugtaining nationa economic devel opment,
paticularly energy resources and ferrous
and nonferrous metds; to increase invest-
ment in the technical renovation of State-

concern

The massive forex
reserves imply a of
strong external
payment capacity.
But the challenges
to the country’s
ability to guard
against financial
crisis are a bigger

owned enterprises, to push forward the
reform of state-owned financia ingtitutions;
to bring agroup of high-caliber Chinese sci-
entists from overseas and to make up for the
shortage of socid security funds.

Linking agencies to promote
efficiency

The new management system should
establish the framework for decis on-mak-
ing policies and day-to-day management
ingtitutions. Currently the People's Bank of
Chinaisresponsiblefor the management of
forex reserves in accordance with the law.
The State Administration of Foreign
Exchange (SAFE) is authorized to conduct
day-to-day management. Obvioudy, such a
smpligic mechanism will be insufficient
for the management of such a huge amount
of reserves.

In-depth discussons are ill to be con-
ducted on this issue. Considering the coor-
dination of the benefits of multiple ingtitu-
tions involved in defin-
ing the modest size of
reserves and the amount
surplus  reserves,
China needs to establish
a trans-department
agency to formulate the
policy on forex reserve
management. The coun-
try also needs to manage
modest reserves and sur-
plus reserves separately.
Since the modest size of
reserves gill functions,
China could maintain its
current  management
modd and SAFE could
maintain its authority. As surplus reserves
are not directly involved in the financid
market and surplus investment is made only
aspart of gpecific Srategies, another depart-
ment needs to take the lead in operation.

Based on international experience,
money supply is divided into two cate-
gories: high liquidity and average liquidi-
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ty. The People’'s Bank of China and
Ministry of Finance areresponsiblefor the
management of these two categories, and
usualy the Ministry of Finance is in
charge of policymaking. Either for modest
reserves or surplus reserves, China needs
to introduce market-oriented private sec-
tors so as to improve the performance of
management.

Investing in
Foreign Share
Options

By ZHAO XIJUN

hina's forex reserves, ranked first
globaly, have played an immense
role in increasing the nation’s com-
prehensive strength and fuding its
rapid economic growth. | believe that huge
forex reserves can bring us opportunitiesin
five aspects: first, upgrading China's pay-
ment capacity and balance of income and
expenses to a great extent; second, greatly
incressing the strength to sabilize the
exchange rate of the renminbi; third, pro-
viding a solid basis for pushing forward the
opening of China's capital account and the
free convertibility of the renminbi; fourth,
lifting the capacity of China's economy to
resist risks, including that of ressting the
risksfrom externa impacts and fluctuations
of domestic and overseas economies and,
fifth, strengthening China's influence in the
international monetary market.

Impacts on China’s economy

China has gradudly logt its indepen-
dence with the implementation of its mone-
tary pdlicy as its own currency has increes-
ingly been based on the U.S. dollar and the
excessive growth in forex reserves has added
both difficulties and complexity in the execu-
tion of the monetary policy. Moreover, costs
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GROWTH CONCERN: Swelling foreign
exchange reserves give a strong impetus
to China’s development, but their
massive size is posing a challenge to
the government’s regulatory power

and difficulties have dso multiplied for the
operation of the monetary policy. In order to
dispel the impact inflicted by increased forex
reserves on money supply, the central bank
hasto withdraw cash from drculation to off-
st impacts on the monetary policy.

Besides, a marked increase in forex
reserves restricts the use of other regulatory
policy measures. When China'seconomy is
dightly overheated at present, the centra
bank has adopted a common macro-regula-
tory measurefor interest rate growth, but the
government is extremely cautious with
regard to an interest rate increase, which
congtitutesamgjor factor for thepressureon
gppreciation of the renminbi. So swelling
forex reserveshavea so inhibited the central
bank from raising the interest rate to regu-
late the economy.

New challenges are also manifested in
the ensuing four aspects apart from the
impacts to exert on the independence of
China's monetary policy.

Excess liquidity lashing macro-econo-
my. A marked incresse

currency on China's forex market, and
superscale forex reserves will certainly add
pressures to the appreciation of the renmin-
bi. The marked rise in China's forex
reserves indicates the supply of foreign cur-
rency exceedsthe market demand.

Responsive measures

Firg, to further advance the reform of
the management of forex reserves, the crux
of the matter liesin how to open the capital
account steadily and orderly. In compliance
with its specific nationa conditions, China
should first ease the control on outflow cap-
ital and proceed to relax the control on
inflow capital. Moreover, on the tectics of
introducing foreign direct invesment, it is
essential to readjust its policy on attracting
capital from overseas s0 asto upgrade both
quality and efficiency of the foreign direct
investment, and reduce the amount of
incoming overseas capital in a bid to dlevi-
ae the pressure on forex reserves.

Second, China should improve the situ-
aion with China's external trade by cutting
huge trade surplus step by step and continu-
oudy optimize trade revenue and expendi-
ture structure. Meanwhile, the exports of
polluting and energy-inefficient products
should berestricted to creste more favorable

conditions for innove-

in Chinags forex tion and steer the opti-
revesgivesrisetothe 1 1€ CONtrol of forex miztion of the export
problem relaing to the  reserves is not the mix. ,

excess liquidity of the Findly,  China

renminbi. To date, it hes
become a mgjor contra-
diction in the country’s
banking operation, a
thorny issue for finan-
ciad decision-making
depatments

Aggravating the
imbalance of the eco-
nomic structure. The
dragticincreasein forex
reserves comes against declining domestic
demand and the inefficient impetus of con-
sumption to economic growth. Thisisdearly
paid for by exports of resources-turned pri-
mary products and a the high expense of
both resources and environment.

Giving rise to China’s financial risk
and opportunity costs. Owing to arelative-
ly big proportion of U.S. dollars in Chind's
forex reserves, the devauation of the dollar
and a drop in the yield of U.S. bonds will
reduce the value of Chinds forex reserve
asxets as well as their earnings. Meanwhile,
large quantities of forex reserves will dso
bring fairly high opportunity costs.

Imposing a pressure on the apprecia-
tion of the renminbi. Increased forex
reserves are surely accompanied with a
steady rise in the appreciation of the native

imbalance

eventual objective,
and the settlement
of the issue with
iIncreased forex
reserves lies in the
removal of payment

should optimize the use
of reserve assets. At
present, how to use
forex reserves eff ective-
ly and eficiently is a
matter of urgency with
a sophisticated service
capability. Substantia
discussions can be held
on how to use forex
reserves for the sHec-
tive purchase of materid products, to
increase imports with the aim of reducing
trade surplus and easing pressure on
exchange settlement, and to use part of the
reserves to buy hi-tech products or drategic
resources

After the entry of foreign-funded firms
into China, forex reserves can d o be used to
invest in their share options to besf up the
regulation of some industries critica to the
naiona economic security. Moreover, the
use of forex reserves on the popularization of
education, medica and socid security net-
works, environmental protection service and
other rdlated public utilities can also be taken
into account. What should be underscored
particularly once again is high attention that
should be atached to thelegitimacy and pos-
shlerisksin the use of forex reserves. .
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NATION

UNDERPINNING
GHARITY WORK

The Chinese Government and
people from all walks of life are
endeavoring to pave the way for the
progress of charity in China

By TANG YUANKAI

astepaper can provide the wrap-
ping for alot of good works. In
east Chinds Hangzhou City,
three entrepreneurs co-founded
a"“paper for love’ project tohire
laid-off workers and people with intell ectua
disabilities to recycle wastepaper, or sl it
and use the money to pay for the family ser-
vice expenses of widowed dders.

Onre of the three entrepreneurs, Chen
Boqin, head of the city’sfirst car dry cleaning
service company, had read a newspaper
report about severd pupilswho had paid the
education expenses of economicaly disad-
vantaged students by collecting wastepaper

and bottles “1 could
dothat, too,
Chen
thought.

W

Now Chen's“paper for love’ project encom-
passes over 400 government offices, enter-
prises and ingtitutions that dl turn over their
wastepaper for re-use.

Though the project has progressed well,
the three founders have begun to have prob-
lems: with theincreasng volume of business
and funds, rumors have spreed that “they are
seeking private profits under the name of
charity”. The three men turned to some gov-
ernment bodiesfor hep, but got no response.

Thefact isthat there are no specific laws
and regulations in China as yet covering
charity organizations and their activities.
This lack of legd support
bothers those peo-

ple ful of love '-i‘-

and care, and
they have
reeched a "

\

gt

consenaus that cregtion of the proper legd
environment is vital to the charity cause.

Charity law lags
“The lack of appropriate policies and
regulations has been a bottleneck for China's
charity devdopment,” said Wang Keying, a
membe of the Chinese People's Politica
Conaultative Conference (CPPCC).

Theexisting regulaionsin Chinacan be
counted on two hands, including the Red
Cross Law of the People's Republic of
China (1993) and the Public Welfare
Donations Law (1999). No specific regula-
tions exist to cover functiona distribution
among government sectors.

“Even the exiging charitable regulations
are too general, lacking the operationa
detals; what's more, these regulations aren’t
redly compatible with other laws in China”
said Xu Huozhou, Deputy Director of the
Red Cross Society of Guangdong Province.

Legidative proposals to foster a
smoother charitable donation channel have
been put forward since last year by many
influentid figures including Wang Keying,
Shi Yongxin, the head abbot of Shaolin
Temple and Yang Lan, a wdl-known TV
presenter and studio manager.

“One bottleneck is the function of the
charity organizations and foundations” sad
Gu Shengzu, Vice-President of the All-China
Federation of Industry & Commerce. By the
end of 2005, the number of registered unoffi-

cid organizations had reached
315,000, induding 168,000 socid
groups and 999 foundations Of
these, there are only a few hun-
dred non-profit charity organi-
zations, handling amere 10 per-
cent of public
donations.

CHARITY FOR STUDENTS: The Shanghai Charity Foundation provides charity study aid for 80 poor students from minority ethnic groups
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Currently, Chind's legd charity organi-
zations have to register with either some
government departments or organs autho-
rized by the government. “ Government till
plays the leading role in charity, and this
hampers the establishment and admittance
of charitable organizations, and aso results
in unclear functiond distribution and low
efficiency,” said Yang Lan.

“It's more difficult for private founda
tions to register with government bodies,
which discourages the role of private
wedlth,” said newspaper columnist J Gang.
“Public and private foundations have to
have aminimum of 8 million yuan or 2 mil-
lion yuan in capitd to register. This thresh-
oldistoo high and is not good for the devel-
opment of foundationsin China”

But experts remain optimigtic, indsting,
“everything will be fing’. They know the
Chinese Government has been trying to
forge a favorable environment and a long-
term and efficient system for charity devel-
opment. In September 2004, China made
the development of charity an important
part of the social security system; in March
2005, the Report on the Work of the
Government said it would support charity,
which marked the first appearance of the
charity concept in such an important report.
At the end of 2005, the Ministry of Civil
Affairs issued a Guide to Chinas Charity
Development (2006-10).

A promotiond law for thispurposeislist-
ad in the legidation agenda of the Standing
Committeeof theNationd People's Congress.
TheCivil AffairsMinigry isworking with the
State Coundl and conaulting awide range of
experts and scholars on its drafting.

Tax-free treatment

No more than 100,000 out of China's
registered 10 million enterprises have made
donations. “ That means about 99 percent of
the companies never make any donations,”
said Xu Yongguang, Vice-Chairman of the
China Charity Federation, during aforum of
the China Charity Conference last year. He
a0 revedled datigtics showing that privete
donations amounted to a mere 1.7 billion
yuan, with a per capita donation of alittle
more than 1 yuan.

But, personally, many entrepreneurs
and individuas are positive about making
donations. “We carve out our careers, and
we know the importance of giving back to
society,” is a common refrain. The reason
for the high enthusiasm but low rate of
donations, according to Chen Xinnian, an
expert with the Nationa Development and
Reform Commission, lies with system
problems, such as tax.

“It's not that the enterprises or individu-
asdon’t want to make donations, but that the
results may not be good for them,” com-
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plained Wang Jianlin, Board Chairman and
President of the Ddian Wanda Group, awin-
ner inthe China Charity Awards of 2005. He
sad the existing business income tax provi-
siona regulations alowed tax exemption if
the donation is within 3 percent of the annu-
d incometax; the individual incometax reg-
ulations dlow exemptions on individua
donations within 30 percent of the tax pay-
ment. “The more you donate, the more tax
you pay,” complained Wang Janlin.

If charity is an important component of
the socia welfare undertaking, then redisti-
caly it should be tax-free. Though recent
government policy allows companies to
make donations to certain charity orga
nizations that enjoy tax-free status,
these organizations number no
more than 20.

“Many donorsdidn’t apply
for tax-free trestment because
they don't know such a policy
exigs or they give up applying
due to the complex proce-
dures” said Wang Zhenyao,
Director of the
Disaster Relief
Department  of
the Ministry of
Civil Affairs. He
once donated
500 yuan to the
China Charity
Federation and
could reclaim the
50 yuan tax
under the regula
tions. But he had
to go through 10
different bureau-
cratic procedures
Spread over two
months to get the money back. “The aver-
age person may take longer than me. Our
charity donation system does have big
defects” said Wang.

But he said the upcoming promotional
law for China's charity development would
simplify the gpplication of tax-free Satus.

However, some expertsworry that com-
panies may use charity donations as a
means of dodging tax.

“The current corporate and personal
income tax regulations don’'t encourage
them to make charitable donations, but the
upcoming promoationa lav will bring some
changes” said Li Liguo, Vice Miniger of
the Ministry of Civil Affairs.

More transparency

Li Shufu, Chairman of Gedy Automobile
Holding Co., a privatdy-owned carmaker in
China occupying fifth place on the 2006
China Philanthropy List with atotal donation
of 233 million yuan, faced some headaches

GENEROUS CARMAKER: Li Shufu,
Chairman of Geely Automobile Holding Co.,
a privately run carmaker in China,
occupies fifth place on the 2006 China
Philanthropy List with a total donation
of 233 million yuan

after he decided to provide financid aid for
1,000 poor sudents to hep them finish col-
lege “The ad money is not a problem. The
problem iswe haveto pay moreto find the li-
gible 1,000 gudents We once got duped, as
some of the ‘poor kids receiving our ad
turned out to be the children of local officids”

For surethisis the last thing that philan-
thropists want to see. But such things do
occur from time to time; as a result, more
than haf of the philanthropists on the 2006
China Philanthropy Ligt said they didn't trust
certain charity organizations and would
rather carry out their own direct philanthropy.

“Two things have been overlooked here:

philanthropist’s rights and the credit

of charity organizations. To some

degree, they are the two gtick-
ing points that have ham-
pered the current develop-
ment of charity in China”

sad Chen Xiaozhu, a

Master of Sociology in

Beijing.

Philanthropist’s
rights include the
right to know and the
right to intervene.
“The donor is enti-
tled to know where
the money is going
and how itisused, as
well as the right of
make suggestions on
how to handle the
donation,” she said.
But unfortunately,
the accounts of many
charity organizations
are not made public.
“This will leads to
poor functioning in
finance, and, with an imperfect supervision
system, corruption easily occurs. Findly,
public distrust is bred”

The company where Chen's husband
Fan We works has, for years, given dona-
tions to the China Foundation For Poverty
Alleviation. “We choose the China
Foundation For Poverty Alleviation because
the organization has a definite object and
standard practice” said Fan.

“We need to run the foundation like run-
ning a company, thus we can utilize funds
more efficiently said He Daofeng, the
foundation’s deputy director.

“A company aims at generating maxim
profits a minimum cost, while afoundation
hasto collect money and make full useof it.
We design projects to raise money and
soend money, where to spend and how to
spend it. At the same time, each project will
undergo independent accounting, so that the
donor will have a clear picture of how the
money is being used.” .
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HEARTFELT: On a backpacking trip to the central Province of Anfitii, “Carry One More Kilogram”
founder Yu Zhihai (third from right) plays with local children

ONE MAN'S ODYSSEY

A young philanthropist packs up his bag and
sets out to make a difference

By LI LI

u Zhihai had a dream. Sitting in
his office at a Beijing-based
Internet company, the business
development executive became
increasingly frustrated with his
life. He wanted to make a difference by
helping others and the lure of gilt edged
corporate living no longer had any appeal.
In August 2006 Yu took the plunge and
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resigned, deciding to follow his heart and
the will to set his dream in motion. He
never looked back.

The 33-year-old had soon set up “ Carry
One More Kilogram”, an organizetion to
introduce backpackers to load up their
packs with gifts they could drop off with
needy rural dwellers, on their holiday or
weekend treks around China. This is socid
welfare at its most innovative, and some-
thing never before attempted in China.

Apart from apart-timejob asabranding
consultant at aShenzhen-based IT company
to pay thebills, Yu now devotes al hisspare
timeto his philanthropic pursuits. Heiswell
aware that he needs help and admits that by
being a one-man show he can only sretch
himsdf so far.

“On my own | can only help hundreds
of peopleat most,” said Yu. “But the success
of awell functioning operation can benefit
tens of thousands of people.”
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Inspired beginnings

The inspiration for “Carry One More
Kilogram” came from a chat with a friend
in April 2004. The friend, an avid back-
packer like Yu himsdf, related a traveling
experience of atrip to the remote country-
side of China's southwestern Yunnan
Province. Yu's friend was moved by the
commitment of three voluntary teachersin
rural primary schools he passed on hishike.
The young women, al from Yunnan's capi-
td city of Kunming, are working in an iso-
lated village called Yubeng, above 3,000
meters in dtitude, where mountains cut off
the transportation to the outside world and
even block cdl phone reception.

“Next time you travel to that area,
please take some gifts for the teachers and
students, like candies or books,” hetold Yu.

Yu, who wasthen avoluntary teacher for
the children of migrant workersin aBeijing-
based non-governmentd organization, want-
ed to do more to hep those in need.

In August 2004, Yu crested awebdgte for
“Carry One More Kilogram”, www.1kg.cn.
At theend of 2005, heregistered “ Carry One
More Kilogram® as a paented brand and
expects to register the venture as a compary
by the end of this yesar.

Public welfare tourism

“At firg, | thought what people in the
backward regions most needed is donations,
whether itismoney or materiad goods,” said
Yu. “But it was not long before | found the
root of their poverty is alack of ideas and
information.”

Yu targets children as the focus group
since he regards children as the most pro-
found beneficiaries of such acause. He said
children have the strongest desire to learn
new things and they are the hope for future.

On the “Cary One More Kilogram”
website, he desgned a three-step approach
for backpackers: Firg, giving awvay 1 kg of
gifts for underprivileged children met dong
the way; second, talking and playing with the
children; and third, sharing travelogues with
fellow backpackers via the website'sforum.

“I think the face-to-face communication
of city travelers with country children can
broaden their minds, nurture their confi-
dence and imagination. However primitive
the living environment around them, they
are entitled to know that their life has other
possibilities and that they can choose anoth-
e lifestyle” said Yu.

Yu said his own childhood was not
happy. He was taken away from his village
and his parents when he was three and grew
up in Guangzhou, the business hub 200 km
from his hometown. Living in a strange
environment without parental care, Yu said
the sense of loneliness made him sensitive
and introverted throughout his childhood.
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Although he got a degree in information
engineering from a renowned university in
Guangzhou and enjoyed a 10-year career in
the telecom and Internet industry, he
believes his solitary experience of growing
up haslead to hisunusud career path.

“The CEO of Apple Computer, Steve
Jobs, said in aspeech that the dots of your life
will somehow connect in your future” Yu
said. “In retrogpect, | think that makes sense”

Yu Zhihai's rewarding traveling experi-
ences ressserted his bdief in his cheriteble
cause. Lag November, hetraveled to Yubeng
in Yunnan and spent four days with students
from alocd primary school. Four months
later, he receved a surprise birthday gift
mailed by oneof the school’steachers. Itisa
compodition titted My Dreams written by a
boy in the dass. A sentence reads, “My
dreamistolivein Guangzhou oneday so that
I can play with brother Yu during the week-
ends” Yu said hewastouched beyond words.

The gift is an example of why he places
so much emphasis on communication
between travelers and children. Smile, he
tells backpackers on his webste, it will
adways bring you closer to children.

Thishas been shared by many of Carry
One More Kilogram volunteers. Bo Luo, a
27-year-old business development execu-
tive of an IT company in Beijing, cals her-
slf a senior volunteer as her involvement
gtarted during the organization’s infancy in
2004. She said the passion of the backpack-
ers and the children’'s sense of novelty hold
the key to the success of Yu'sidea

“Children are always attracted to new
things and a one-hour tak can leave an
imprint for life” said the former high school
teacher. “Thisinitiative suitstravelers snce
itisimpossiblefor most of them to stay and
become voluntary teachers out there”

Social entrepreneur

“Firgt of al, my causeis great fun for |
am doing something nobody has tried
before. Innovation is my motivation,” said
Yu ditting among a group of enthusastic
students from Renmin University of China
in Beijing, al prospective volunteers esger
to listen to Yu's organization blueprint.

Instead of registering “ Carry One More
Kilogram” as an NGO, Yu is determined to
make it a new breed of socid enterprise in
China In the past three months, reading
materid on socid entrepreneurship and
sodd innovation and visiting socid enter-
prises created by likeminded people through-
out China have become part of Yu'slife.

“It isapity that there is not much mate-
rid on socid entrepreneurship in Chinese
and the books exerting the most influence
are Banker to the Poor and How to Change
the World,” said Yu, producing the Chinese
version of How to Change the World from

his backpack. The book written by David
Borngtein is about crestive individuas who
question the status quo, exploit new oppor-
tunities, refuse to give up and try to remake
the world for the better.

“The essentid difference between areg-
ular enterprise and asocia enterpriseisthat
the former pursues the maximization of
economic profit while the latter pursues the
maximization of sociad wdfare” sad Yu.
Compared with traditiona NGOs paying
scant attention to business operation, socid
enterprises see profit making asone of their
two core tasks.

Yu bdieves that the traditiond NGO
approach ign't suitable for “Carry One
More Kilogram.” First, he has learned that
to register an NGO with the government is
not easy in China. According to the current
NGO adminigtration regulations, an NGO
needs to find a governmental agency as its
supervisor, which Yu sees as a bottleneck
requirement for “Cary One More
Kilogram.” Second, Yu finds the NGOs
method of raising money through enlisting
financid support from internationa organi-
zations incompatible with his organization.
For any project, investors need to see exact-
ly what effect their money hashad, said Yu.
“Our effect is to make people understand
the concept of change”

The businessmanagement-savvy young
man is confident about the survival of his
charity as a socia entrepreneur in a country
where rapid development of NGOs is con-
ddered a new phenomenon. Yu said future
profitable channd s for his prospective com-
paty is to plan and implement marketing
strategies for partnership companies in the
name of “Carry One More Kilogram.” He
plans to start from companies whose prod-
ucts are directly linked with backpacking. Yu
is dso discussing a busness deal with
Shangha Airlines, which has agreed to send
materid on Yu's sodal wdfare organization
toits customers

“Tomakeaprofitisnot easy [for ‘ Carry
OneMoreKilogram'], but | bet you that my
business mode will take off in lessthan two
years”

He now has over 300 avid volunteers,
al fascinated by the new concept of pursu-
ing sociad welfare. Zhang Xiaoyang, 23, is
atracted to “ Carry One MoreKilogram” by
the three key concepts she summarized:
social enterprise, innovation and public ser-
vice. She said she used to participate in old-
fashioned charities by donating money and
clothing back in college, but gradualy lost
interest as shedidn’t know who received the
donations.

“What we are doing now is planting a
seed of hope into the hearts of children,”
said Zhang. It's proof enough that charity
sees the immediate need, not thecause. =
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FIRSTHAND LEADERSHIP: Junior Achievement Chingifounding Chairmar‘# c.dho
with students at East China:University of Politics andfkaw during a lecture®on leadership

FOR JUNIOR'S ACHIEVEMENT

Inspiring young people to succeed can be a lifelong calling

By LI LI

orn in Taiwan but emigrating to the
United States when he was a baby,
Paul C. Chou grew up fantasizing
over images of Beijing. Chou's par-
ents, who were both bornin Beijing
but went to Taiwan in 1949, told their six
children about the good old days of esting
Tanghulu, a traditional snack of crystaline
sugar-coated haws on a gick, watching
Peking Opera, visiting temple fairs during
Spring Festival and shopping at the century-
old Dong' an Market in the heart of the city.
After the family settled in the United States
for a decade, the parents till diligently
taught the children to speak Chinese in the
belief that the family would some day move
back to Beijing.
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Whereas most members of the four-
generation immigrant family are living on
the U.S. East Coadt, the influence of the
long-remembered family educeation remains
vivid in the minds of Chou and his siblings.
“l1 am very Chinese” said the 56-year-old
successful  scientist-turned-entrepreneur
who started as an engineer in the Béll
Systems Laboratory and later founded two
software companiesin the United States.

Growing up with dreams of Ching, doing
something for his ancient homdand was
adways Chou's passion. Yet he did not dis-
cover the perfect combination of his dream
and passion until 1993 when he was admit-
ted to the board of Junior Achievement (JA)
International. In the same year, Chou found-
ed the Chinese branch of this non-profit orga:
nization (NPO) devoted to offering free busi-

ness and financial educationto young people.
After a long preparatory stage of locdizing
the curriculums and pilot projectsin different
universties, JA China has been operating
activdly in Beljing, Shanghai and Hong
Kong snce 2001. With over 4,000 volun-
tears, it expects to offer courses for 100,000
studentsthis yesr.

Over the years, Chou’'s commitment to
entrepreneurid training has been widdy
echoed in China, a country thirgting for an
abundant supply of quality managers to
match its headlong economic growth.
Seeing others succeed

Heading JA in China is now Chou's
full-time job without pay. He spends rough-
ly hdf his time in the United States, where
he dso engagesin fundraising for JA China
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His wife and daughter have adso worked as
volunteers for JA China.

Asked how much time he devotes to
involvement in the JA China programs, he
replies that he hasn't calculated and only
counts how many more years he can contin-
ue to contribute to the work. “ Seeing other
peopl e succeed makes me happy and | am
passionate about making an impact on our
society,” hesays.

“For 5,000 years of Chinese higtory,
doing charity has been boiled down to one
thing: to provide food on the table by creet-
ing jobs for people” said Chou in standard
and old-fashioned Mandarin. The essence
of traditiona Chinese culture matches per-
fectly with JA's misdon in creating a
healthy economic cycle

In Chou'swords: “Weteach young peo-
pleto balancetheindividual search for well-
being with care for the community and soci-
ety” JA Chinateaches a business and eco-
nomics-based curriculum for students from
kindergarten to university. In a regular
course for university students cdled Global
Business Ethics, students are educated on
the need to consider their responsibilitiesto
the community and global society as a
whole in making business decisons.

The most oft-heard comment from par-
ticipantsof JA coursesin Chinais “l wish|
could have learnt it earlier”

Jn Jun is a third-year sudent from the
Schooal of International Bus ness of aBeijing
university. Introduced by students of higher
grades, she got to know about JA coursesand
has taken two campus programs, Career Go
and Globa Business Ethics. According to
her, she has learned so much from these that
she could not have got from any textbook or
in the conventiona classroom. Her vison in
career planning and achieving success in
multinationa companies has been broadened
by the persond experiences, falures or suc-
cess, of the JA volunteers. She would like
to pass on he experience as a JA volunteer
once she landed ajob at aleading company.

Besides trandating core curriculum
designed by JA Intenationd in the United
States JA Chinadso designsprograms partic-
ularly targeted & Chind's needs. Since 2003,
JA hasgtarted aproject of organizing business
volunteersto teach JA programsin schoolsfor
children of migrant workers in Beijing and
Shangha. China now has 120 million rurd
workersinitscities and these are mostly work-
ing without any form of sociad security and
have to pay a higher entrance fee when send-
ing their childrentolocd public schodls

The migrant schools on the outskirts of
big cities have a very basic curriculum and
no resources to provide knowledge on eco-
nomics and bus ness from a globa perspec-
tive. “Every student, whether with advan-
tages or disadvantages, has the potentia to
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create wedth for society,” argues Chou. “I
believe migrant school students might some
day create the biggest company in China”

In visudizing waysto expand JA's oper-
aion in China, Chou is determined to
design an efficient business modd using the
knowledge it teaches. While partnering
schools to reach out to students, JA's pro-
grams largely rely on resources from the
business world for corporate sponsorship
and volunteers as teachers and lecturers.

Chou said he was lucky to make alot of
friends in his business career by exercisng
his leadership. Among these are Boeing
China Presdent David Wang, CEO of
Microsoft Greater China Timothy Chen and
Cummins Eagt Asia President John Watkins,
who dlot some of their valuabletime to vol-
unteer as lecturers or competition judges for
JA China Meanwhile, their companies have
become major corporate sponsors and
important sources of volunteers. But, for
Chou, their most important contribution is
their endorsement, and the credibility and
enhanced reputation they give to JA.

Sofar, no Chinese company hasbecomea
corporate oonsor. This, Chou bdieves, ispart-
ly because JA is a fairly new thing to home-
grown managersand corporate socia respons-
bility is dso ardatively new concept to corpo-
rade China However, he believes Chinee
companies do have the heart to do something
for sodety and JA China will teke a more
aggressve goproach in raisng public avare
ness on corporate sodd responghility and
encouraging Chinese busnessto support youth
education.

Besides changes in the socid environ-
ment, he bdieves the Chinese Government
could hep the growth of non-profit organiza:
tionsby passing alav to govern non-govern-
mentd organizations. Acocording to current
laws and regulations, international NPOs, like

JA Ching, are not dlowed to publidy rase
money in China

Ancther big chalenge faced by JA
China is human capita: How to atract the
bet tdents to staff JA and make them
believe in aviable career in aNPO.

Meeting the gap

In acountry that underwent three decades
as a centrdly planned economy, from the
1950s to the late 1970s, entrepreneurship isa
concept thet wasl ong played down if not totd-
ly forssken. In reawakening youth to the tradi-
tion of entrepreneurship, JA China devotes
itsdlf to teaching participants of al ages what
it takes to become entrepreneurs and then giv-
ing something back to society. The three key
quditiesthat JA Chinaiistargeting are cherac-
ter, cregtivity and leadership.

“1 find that Chinese students are just as
cregtive as their peers in the United States
and Europe,” said Chou. Echoing this asser-
tion is the tremendous performance of one
team sent by JA China to the 2006 Global
Business Challenge, a youth compstition
involving simulated management of an
imaginary compary, which placed second
out of 556 teams from 24 countries.

However, Chou till thinks China lags
far behind Western countries in providing a
tailored curriculum on entrepreneurship for
students. Chou said that, when he was
young, there were hundreds of NPOs in the
United States providing students with train-
ing in leadership and entrepreneurship. He
thinks he benefited a lot from such courses.
In the landscape of China, JA is ill apio-
neering NPO in thisregard.

“It is my dream to see 50 years from
now when a Chinese company cal ayoung
employee to set up a company with $100
million right away, she or he can stand up
and just say ‘yes, sr’,” said Chou. .
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No Quickstep for
Hip Hop in China

Since the hip hop seed was brought to
China a couple of years ago, the plant
has grown a little, but is still weak and
also shows some unique Chinese

characteristics

By JING XIAOLEI

ast month in Shanghai, the American

rap icon Jay-Z's debut concert in

China was canceled by the Ministry

of Culture, who claimed this was in

the interests of protecting locd hip
hop fans from his nagty lyrics.

But interestingly, under the hip hop cate-
gory of Baidu Tieba, an Internet forum pro-
vided by Badu.com, Chinas largest search
engine company, there are many postings
such as, “I am looking for a hip hop
boyfriend, please leave your QQ [adomestic
instant messenger] number here if you are
interested”, or “| want to make friends with
hip hoppers who are between 18 and 25”.

Sadder is this posting: “I just broke up
with my girlfriend because she likes those
who dress in hip hop style, which I'm not
quite into,” said Li Xiaoyang, 19, a Bejing
subway worker and hip hop DJ amateur.

It seems that these days hip hop is a
growing trend among Chinese youth. Take a
wadk in downtown Beijing, you'll come
across “Eminems” from time to time: urban
kidswearing |oose trousers, colorful T-shirts,
headbands, necklaces and metd chainswith
mongtrous images. In malls, video shops
bars and radio stations, songs by groups like
Eminem and Black Eyed Peas are frequently
played. In every university, one can essily
find ahip hop dandng class and the nationa
college hip hop dandng competition has
been held for the past four years.

But don’t jump to the hasty concluson
that this means the hip hop craze has put
down deep rootsherein China. Infact, “most
of the sdf-proclaimed hip hop fansare super-
ficid,” indsts musc critic Hu Pan. “1 don't
mean that they are fake fans but what they
like about hip hop muscis al surface. They
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don't get down to the core of the music”
“Hip hop is conddered a fashion and
cool stuff here, so some young guys just use
it as atool to hook up with girls” said Hao
Yu, an indie hip hop MC (microphone con-
troller) from Heilongjiang Province. The
media dubbed him as China'sfirst post grad-
uate mgoring in hip hop music when he
entered the China Academy of Artsin 2005.
Theterm hip hop refers both to amusi-
ca and culturd genre or movement devel-
oping predominantly among urban African

DANCE TO THE MUSIC: A middle school

student performs hip hop dancing in
Xining, Qinghai Province

S I030 NoH

Americans. There are four fundamental

eementsin hip hop: hip hop dance, graffi-
ti, DJand MC.

Chinese hip hop is ardatively new phe-
nomenon. In the 1990s, the genre firg spreed
to Jgpan, the Republic of Korea, Taiwan and
Hong Kong. In 1997, the Korean hip hop
group H.O.T hit China like a bomb and hip
hop began to gain huge popularity among
mainland teenagers. The success of the
megastar Eminem further enhanced thetrend.

Bleak local scene

Currently, foreigners dominate hip hop
music in China and the domestic scene
seems rather bleak.

“I’'vetaked to peoplein therecord busi-
ness and many music fans, few are interest-
ed in hip hop music, much less than those
who like rock music and dectronic music,”
said Hu Pan.

Domestic hip hop musc forms a very
weak eement in the overal pop and rock
music indudry. There are no more than 30
domestic hip hop singers and bands who
have rdessed dbums, induding those in
Taiwan and Hong Kong, according to a list
compiled by editorsof thewww.yhood.net, a
Chinese webste dedicated to street culture

Correspondingly, the domestic hip hop
record business is thin and wesk. Domestic
hip hop records are seldom found onthe CD
shelves of amdl audio and video shops.
According to Hao Yu, mainland hip hop
records totaded no more than 20 over the
past 10 years.

Dragon Tongue, thefirst and only main-
land hip hop music labd at present, has only
produced one dbum since its establishment
a the start of 2004.

Finding the locd audience is as difficult
aslocating domestic hip hop CDs. “| listen to
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HIP HOP CRAZE: In this
file photo, the S.O.L., )
winner of the first Beijing "F
Hip Hop Dancing |

Competition, performs Ja
during the contest’s finale

some hip hop music, mostly by foreign singers and | barely know
anything about domestic hip hop music,” said Chen Jizheng, 29, a
femdeemployee a an advertisng company in Beijing. Thesame sit-
uation is encountered by Lou Min, who hosts a hip hop program on
the Hangzhou-based onlineradio station EBC 5, whichisdamed to
bethe mainland’ s best net radio. “I wanted to do aprogram featuring
domestic hip hop music, but later | gave up the plan. To be honest,
domestic hip hop music doesn’t sound genuineto me;” he said.

It seems that the China's earth is not yet a good breeding
ground for this type of music. “Hip hop music in Chinais encoun-
tering big obstacles, and this comes from a complicated combina-
tion of historical and culturd differences” said the critic Hu Pan.
He explained: “We have different ideology, socid values and way
of life from our counterparts across the ocean. Many Chinese hip
hoppers just touch the surface of this music, in form and content.
You can't expect it to be blossoming in China beforewehaveapro-
found understanding of this music”

The core of hip hop, according to Hao Yu, liesin its socid crit-
icism. The music originated from the grassroots among black men
in America using the music to vent their anger and discontent. “ Of
the four elements of the hip hop culture in China, hip hop dancing
develops much faster than hip hop music, graffiti or DJ, partly
because dancing has little political content,” he explained.

Another reason for the dow devel opment of Chinese hip hopis
that the Chinese language itsdlf is not as suitable for rapping as
English, as the two languages bare no resemblance to each other in
pronunciation. What's more, hip hop music hasthe strong sense of
rhythm and best, which is not afeaturein Chinese music traditions.

“But thelanguage difference is not so important, aswhat makes
good hip hop music is not rhythm or beat, but what the Singer istry-
ing to express as well astheir attitude,” said Hu Pan.

Vulgar language concern

Domedtic hip hop, compared with oversess counterparts, isrel-
aively clean and hedthy. “Themainland'sfew well-known hip hop
groups, including CMCB, Yin Tsang, Kungfu and Dragon Tongue,
though digtinctive from each other, do have something in common:
no vulgar language; no content related to sex, drugs or violence;
and no mockery of state politics or even mainstream culture,” said
Qi Youyi, music editor at the Beijing-based publication Lifestyle.

The heathy hip hop scene in the mainland owes much to the
strict examination and approval rules by the Ministry of Culture. In

»r
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2004, the State banned dbums by a Taiwan
rgpper MC HotDog because the lyrics con-
tained many nasty words. This past July, a
new mainland hip hop group Wujisheng fell
victim to public criticism as their hit song
Can U Fed Meinvolves afew cursewords.

“I don't think it's abig dedl to have curs-
ing in hip hop songs But | do hate it when
some Chinese rgpperspretend to be angry and
use such words without any red emotiona
involvement. That's ridiculous” sad Chen
Jzheng, the advertisng comparny employee.

Hip hop music is critica, aggressive,
sometimes even radica in nature, which to
some extent goes againgt Chinese cultura
traditions, in which people are taught to be
humble and tolerant. Thus, the nasty lan-
guage in songs is considered to be some-
thing to be condemned.

“Regarding the issue of vulgar language,
we Chinese need sometime” said rap snger
Hao Yu. “We aredready becoming moretol-
erant about this. Five years back, such bad
language would in no way be dlowed in
songs, but today, more people begin to say,
‘well, | think I'm ok with that”

Hao thinks vulgar language is not nec-
essary to hip hop music. People don't curse
for the sake of cursing, but only when they
feel the need, a totadly impulsive reaction.
So there should be no need to make a fuss
about thisissue.

What's unique about the domestic hip
hop music is that it includes so many
dialects. Chinahas 56 nationalities and over
80 didects. Most of the hip hop music is

sung in the officid language, Mandarin.
The rest is rgpped out in didects, mostly in
Cantonese, Shanghai dialect and the one
that prevailsin northeast China. All the lis-
teners can understand the northeast China
didect rapping, which is similar to
Mandarin; but people in north China can
bardy understand the south China diaects.

“l have no idea what this song is dl
about—| can't even recognize asingleword!”
anetizen complained in a poging to which a
Shanghai-didect rap song was atached on the
Internet forum of www.yhood.net.

Rapping in diaect gives a specid flavor
to a song, and even makes it sound more
interesting and humorous. “It makes the
domegtic hip hop scene more diversfied,”
said Hao Yu. “But the bad thing about thisis
that some hip hoppers are getting exclusive;
they form different factions and think their
diaect isthe best language for rapping.”’

Active on Internet

“In fact, Chind's best hip hoppers are
corvened on the Internet,” said Qi Youyi,
the Lifestyle music editor, “There, in the
free world created by the Internet, a group
of tdented youngsters are writing songs
more critically and incisively.”

On www.rapyy.com, the best website of
China sunderground hip hop, numerousrap
artists and their creative songs can befound.
Most of the singers are amateurs, some of
whom may have compiled only one or two
ongs, however, a few have created more
than 10 songs.

RAP ON INTERNET: Hao Yu, an indie rap MC from Heilongjiang Province, produces his
songs using a computer and a cheap mike in his university dorm
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With looser restrictionsand control over
the Internet, these rap songs cover a wide
range of subjects, including sensitive topics
like prostitution, corrupt police and promot-
ing nationd patriotism by mocking Japan.

Hao Yu is one of the underground rap-
pers. He made his first hit, The College
Common Room, in 2004 when he was till
a sudent at Harbin Engineering University
in Heilongjiang Province.

“1 recorded this song in my dorm with a
computer and an 8-yuan mike on a day
when al my roomies were out for classes,
leaving me a quiet environment for record-
ing,” he recdls.

Jugt like Hao Yu, most of the poorly
equipped rappers produce their songs with
the help of a computer, cheap mikes and
some sound-editing software, such as
CoolEdit, Fruitloops and Hip Hop elay.
After the songs are produced, they upload
them onto the Internet for sharing.

The Codlege Common Room, which
made an atack on severd improper behaviors
in common rooms, such as eating loudly and
talking on amobile phonewithout concern for
other people, became so popular on the
Internet that it generated a saying thet, “one
doesn't qudify as a college student without
heering The Callege Common Room”.

The Internet buzz about the hit gave
Hao Yu a chance to enter the record busi-
ness. “One day, Universal Records came to
me and offered a contract. But we didn’t
agree on the terms as | didn’'t want to be
restricted by the contract,” recalls Hao Yu.

Ancther emerging underground rapper
is Pu Tao from Ddian, Liaoning Province,
who wrote argp song Overseas Scum dur-
ing his two-year overseas study in New
Zedand to criticize the degenerate behavior
of Chinese students in New Zeadland, such
as gambling, cohabitation and joining crim-
inal gangs. This song won unexpected
acclaim on the Internet.

Pu Tao wrote a series of rap songs after
he returned home in 2004. His music fea-
tures fast rapping, sharp and intense lyrics
(each of his songs contains more than a
thousand words with a few songs reaching
two thousand). At the end of 2005, he
released his debut dbum under a Beijing
cultural communication company.

“Good and bad songs are intermingled
on the Internet,” said Hao Yu, “because hip
hop is not like rock music; the threshold is
much lower. Anyone who has a computer
and amike can be aM C, no matter whether
he's talented or not.”

“In China, a country that’s been serious
for such a long time, hip hop music pro-
vides our young people with a new enter-
tainment channel and | think this is the
biggest contribution it makes,” said music
editor Qi Youyi. .
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HOTEL INEFORMATION

Hilton Beijing

The BLACK LACE Halloween
PARTY@ Zeta was a great suc-
cess. Many won the personalized
bottle of Prada perfume. Others

enjoyed free Bloody Mary shoot-
ers all night . The world-
renowned Card King gave won-
derful performances.

The Eighth CCTV-MTV
Music Awards Gala

The Eighth CCTV-MTV Music
Awards gala was launched in
Beijing on October 12. Well-
known singers like Jay Chou,
Carina Lau, Jeff Zhang and Joey
Yung from China’s mainland,
Taiwan, Macao and Hong Kong
all won awards and gave wonder-
ful performances for the audi-
ence. Honorable guests included
Zhu Zhu and Wang Hantao, host-
ess and host of the MTV Music
Channel, Li Yifei, President of
MTV China, and Wu Huiping,
Vice President of MTV.

On November 6, 2006,
SGF International Hotel
Management Co. Ltd. (SGF)
announced its latest man-
agement project with
Zhuozhou YinDu Co. Ltd. to
manage YinDu Hotel. This is
a great gift for SGF before
getting into the New Year.

Traders Hotel

Hot Pot Swiss-style

December 1-31 (except
December 24)

Get together with your friends and
family to indulge in the deliciously
rich taste of toasted bread chunks
dipped in hot melted cheese flavored
with garlic and wine. Also, enjoy our
T-Bar Band live performance every
evening.

For more information, please call
86-10-65052277 ext. 36

Sofitel Wanda Beijiny

Sofitel Wanda Beijing has appointed
Freda Yu as its Director of Sales &
Marketing. Freda Yu brings more than 13
years of hospitality experience to Accor’s
first flagship Sofitel in China. She will
oversee vast operations covering busi-
ness development, marketing strategies,
revenue management and communica-
tions implementation. Prior to Beijing,
Freda Yu held the same position for
more than two years at Sofitel Jin
Jiang Oriental Pudong in Shanghai.

She has also worked with other pres-
tigious hotel chains such as the

Four Seasons Hotel Shanghai and
Shangri-la Hotel Dalian.

Holiday Inn Downtown Beijing

Holiday Inn Downtown Beijing
took “Green Action” during the
Fragrant Hill Red Leaf Festival.
As part of an environmental
protection campaign, General
Manager Henry Chan (center)
and Assistant General Manager
Manfred Zhang (sixth from left)
led the staff to collect rubbish
in Fragrant Hill Park.

Crowne Plaza Park View

Manuel A. Diaz (left), Mayor
of Miami City, is welcomed by
Roland Steiner, General
Manager of Crowne Plaza Park
View Wuzhou Beijing, during
his visit to the hotel on
November 7.

Sofitel Plaza Xiamen

Loy Kratong Thai Food & Cultural
Festival

The mysterious, spectacular and
romantic Loy Kratong Thai Food &
Cultural Festival took place at Sofitel
Plaza Xiamen on November 3-10. Sofitel
Plaza Xiamen was proud to present the
guests a combination of Thai Culture, Thai
folk-custom and Thai food in the authentic
outdoor setting of the poolside terrace.
Sofitel Plaza Xiamen invited four Thai chefs
from sister hotels of Bangkok, which accom-
modated guests with a big surprise.



Warm and Fuzzy

China’s latest round of heating reforms
could make its citizenry happier through
fairness and focusing on the poor

By FENG JIANHUA

eat coming from the radiator could
begin to cause a warmer, fuzzier
feding among China's citizenry
and government leaders this winter.
The temperature won't differ, but
the way it is paid for could get a lot fairer
under new reforms the Chinese
Government i s spearheading this winter.

Known as the last fortress of China's
planned economy, the heating scheme,
which has lasted for five decades, not only
imposes financial burdens on the govern-
ment, but also meets with increasing ques-
tioning over itsfairness.

Thekey measure of thisreform
is to put the current covert govern-
ment subsidies for heating into a
personal account of the employees,
who will pay for their heating from
this account. Under the new
arrangement, heeting will for the
first time become a commodity.

But the availability of heating
to disadvantaged groups holds the
key to success of thewholereform,
said Qiu Baoxing, Vice Minister of
Construction.

Direct motivation

Heeting in winter is only avail-
able in the coldest 15 provinces and
municipditiesin north China, which
usudly lasts for five months from
mid-November to mid-March of the next
year. Inthe 1950s, boiler heating started to be
widdy adopted in Chinese cities At this
gage, urban residents bought cod to provide
heating for ther own housing and danwei, or
work units, ddivered subsidies to ther
employees. This marked the beginning of a
socid wdfare-based hegting system.

It was not until the late 1970sthat China
Sarted to adopt centra heating systems in
urban aress. At that time, housing was not a
commodity and urban residents lived in
housng provided by their danwei and
enjoyed free heating. Actudly, the national
treasury paid for the heating bills for dmost
all urban citizens.
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The 1990s witnessed the implementa
tion of stockholding reforms in the majority
of state-owned enterprises (SOES) and the
commercidization of housing. Along with
this trend, payment of heating subsidiesfor
SOE employees was shifted from the gov-
ernment to their companies. Yet the heating
bills of civil servants and employees of
socid wefare ingtitutions are till paid by
the government.

Meanwhile, dueto the engineering limi-
tations of the heating system, residents have
been unable to control the runoff of steam,
which incurs huge energy waste. When it
getstoo hat, people have to open windowsto

BUTTONED UP: Due to lack of funding, a countryside
primary school in northeastern Liaoning Province is forced
to provide only intermittent heating in the classrooms

let it cool off. Heeting is left on in office
buildings and schools after work and during
weekends and holidays, which leads to a
huge waste of energy. For example, in north-
ern China, 40 days or 30 percent of the 125
days of the heating season are holidays.

Vice Minister Qiu once announced such
a cdculation: China's resdentid heating
consumes 130 million tons of cod every
year, accounting for 10 percent of tota ener-
gy consumption.

Collection of hedting fees is another
thorny issue caused by thetradition that heat-
ing is pat of government’s socia wefare.
Jang, the adminigrative heed of a Bdjing-
based research institute, is in charge of col-

lecting hesting fees from employees In
recent years, however, he has been on the
vergeof anervousbreakdown when thehesat-
ing seasonis about to dart. In the past the col -
lection of hegting fees was not a problem
since most employees lived in the housing of
their danwei, which paid the whole hill.

But recent years have witnessed a dra
matic change in the landscape. Many
employess, after landing ajob e sawhere, ill
live in the apartment they purchased from
their employers. Thisgroup of peoplefindsa
perfect excuse to delay or deny the payment
of heating fees since the integrative design of
the heating network makes it impossble to
switch off the heating in one apartment with-
out affecting the wholebuilding. Jiang'sdan -
wei has to pay the heating fees for former
employees that no longer have ther payrall
in the research inditute. Then he has to ask
for the prepaid money back, house by house,
which is quite a heedache.

Over 80 percent of resdential housingin
China has become privately owned, which
judtifies some danwei in refusing to continue
their payment for employees’ heating. Onthe
other hand, some companies have no finan-
cid ability to shoulder the burden of provid-
ing free heating for their employees. These
companies just don't pay the bill.
Take Beijing for example. Statistics
from 2005 show that the payment
rate of hegting services was lower
than 30 percent, involving an arrear-
age of 20 billion yuan.

An interesting phenomenon is
that some companies that cannot
afford the heating have to mortgage
their products. So as every hedting
season draws to the end, the ware-
houses of heating provider compa-
nies are piled with merchandise
Some hesating companies even have
to open astoreto sl these products
to offset some of their losses.

The low payment rate of heat-
ing fees has undermined normal
operation of heating companies. A
heating crisis struck the chilliest
northeastern three provinces in 2002 when
then Premier Zhu Rongji had to dlocate
300 million yuan from the cabinet emer-
gency fund to finance hesating in the north-
ead. Zhu immediately rallied the Ministry
of Finance and the Ministry of Construction
to work out a heeting reform draft toward
abolishing the welfare-based heating
scheme. This move was the first step down
the heating reform path.

The firgt official document on hesating
reform was released in 2003, which select-
ed 12 citiesfor pilot reforms. In 2005, eight
government ministries jointly launched a
new reform document, which required al
citiesto compl ete the mechanization-orient-
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MISSION CONTROL: Workers at a heating company in Shenyang in northeast China
monitor figures to make sure the city’s heating system functions well

ed reform in two years. At the heating
reform conference at the end of Augugt, the
Ministry of Construction, which isin over-
dl charge of thereform, once again acceler-
ated the program, cdling for it to be widdy
tackled this winter. A nationd office spe-
ciaizing in promoting the hesting reform
was founded at the conference.

Reforming the core

China's current hedting system at its
core regards heating service as part of wel-
fare provided by the government. Yet in the
eyes of many people, the heating system is
full of unfair factors. For one thing, those
enjoying stable heating subsidies are only
employees of government, socid wefare
institutions and SOEs, while the accessibil-
ity of this welfare for employees of private
companies, self-employed people and peo-
ple without a stable job can not be guaran-
teed. The exceptions include ill-performing
companies unable to pay their employees
heating hills and companies that smply
ignore the weskly enforced policies and
refuse to pay for workers' heeting.

Another unfair factor is the insufficient
subsidy for the low-income group. In some
regions with pilot projects, the governmen-
ta heating subsidy covers only 32 percent
of the low-income families entitled to the
minimum living alowance provided by
government for poor families. Even includ-
ing the subsidy from their employers, these
low-income families dill have to pay nearly
hdf of their heating bill, which accountsfor
nearly 10 percent of the family income. For
low-income families whose members do
not have a stable job, they have to pay 79
percent of their heating service, which occu-
pies 13 percent of the family income. By
contragt, families with employees of gov-
ermnment, socia welfare institutions or
SOES, only pay 5 percent of their heating
bills, which account for amere 6 percent of
family income.
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For most ordinary citizens, the heating
reform only represents a fairer distribution
of socid wedth while for low-income
groups awarm winter hinges on the success
of the reform, especidly for jobless low-
income families, who are the most disad-
vantaged group under the current scheme.

“The gtarting point and ultimate goa of
any reform should be to uphold fairness”
said Lu Zhijian, acivil servant in Shaoyang
County, Hunan Province. “The heating
reform would not be a successful oneif only
heating subsidy goes into a persona
account and the digtribution of interests
doesn't change”

“The priority of the heating reform is to
guarattee the interests of the low-income
group,” said Sun Feng, Associ ate Professor of
Sociology a Tsinghua University. “Therefore
in the process of formulaing polides, thereis
anead to dant toward thar interests’

Heating reform is a complicated social
program, which involves work in different
agpects. Thus, Sun thinks the setting of a
deadline this winter by the Ministry of
Construction is too tight. Instead, she
believes the hesting reform, which involves
theinterestsof each citizen, should be based
on suggestions solicited from al waks of
life. She doesn't like the idea that the gov-
ernment officials control the reform pace.

“Since the reform itsdf will have an
economic and socid cog, if it ended up
enlarging the unfairness, wha is the mean-
ing of thisreform?’ Sun said.

Tricky reform

According to the announcement of the
Ministry of Construction, the reformed hest-
ing charging system will replace the floor
area-based charging scheme with a runoff-
basad charging scheme. A hesting vave and
meter will beingtaled in every household.

Under the new scheme, the heating of a
household could be switched off when it
stops paying. The vave to be instdled also
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offers residents control over the runoff of
the steam, which will stimulate energy sav-
ing and scientific management of the hesat-
ing market.

Toward this end, the Ministry of
Construction has set an agenda for govern-
ment office buildings to finish the redesign
of the heeting system in line with a runoff-
based charging scheme before the heating
season of 2008.

When taking about the heeting reform,
Vice Miniger Qiu said thechronic difficulty in
collecting heating fees has been subgtartialy
improved in dties with pilot reforms For
example, in Shenyang City, Lisoning
Province, the payment rete of hegting fees has
climbed from 30 percent to 70 percent after
theinstdlment of household hegting systems.

Officids from the Minisry of
Congruction have stressed on many occa
sions that guaranteeing sufficient heating for
disadvantaged groups is the key to the suc-
cess of the heating reform. Yet national poli-
cies to safeguard interests of the poor have
yet to come out.

However, there are such measures in
pilot heating reform programs. For exam-
ple, the Liaoning Provincid Government
gtipulatesin reform policies that workers of
companies with poor performances could
get heating subsidies with their sdaries.
Laid-off workers could enjoy full subsidy,
which will come from a designated heeting
guarantee fund in every city. According to
the regulation of the provincial government,
this fund should be higher than 30 percent
of the city’s total hesting budget.

According to satistics of the Liaoning
Provincid Government, by the end of
November 2005, the province has accumu-
latively collected heating guarantee funds of
1.35 hillion, with 100 million yuan to 120
million yuan coming from the capita city of
Shenyang.

“The disadvantaged group is a vague
concept, which needs to be specified in the
process of heating reform,” Sun said.

Dalian City in Lisoning defines the dis-
advantaged group entitled to hesting subs-
dies as the following: urban residents living
on minimum living standard dlowance, low-
income households, unemployed widows or
widowers who have to support a juvenile,
and househalds with both husband and wife
retiring as laid-off workers

Ye Tianquan, an officia from Liaoning,
noted that the hesting reform in Liaoning
has covered employees of government,
social welfare ingtitutions, and various
forms of companies.

Still, Wang Wentong, Deputy Director
of the Heating Administration Office, is
plagued with the reform’s imperfections.

“It is unredligtic to expect to solve dl
problemsonce and for dl,” Wang said. =
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Teaching Vacancies:

England (Beijing) International Education
Consulting Co. Ltd. (EBIEC) isarapidly grow-
ing international education company. With the support of
Edexcd, EBIEC offers the widest range of academic and vocaiond quaifi-
cations for the internationa education market, focusng on promoting GCE
A leved and BTEC educetion in China

Currently we are looking for subject teachers The chosen candidates will
participatein teaching IELTS, GCE A leve or IGCSE coursesinvolving
mathematics, physics, chemisiry, businessand ICT, compiling teaching
materids, and tesing udents

Requirements

1. Candidates mugt be native or native-quality speskers of English, with
over two years teaching experience of any of the following subjects busi-
ness, mathematics, physics chemistry and ICT.

2. Candidates gpplying for the vacancy should haveteam spirit, with good
interpersonal <killsand enthusiagtic teeching abilities.

3. Candidates must have a teaching cartificate

For more information, plesse contact Rose Wang.

E-mail: rose@ebiec.org. Tel: 86-10-65678831. Website: wwwi.ebiec.org.

The Keuka China Programs is hiring qudified teachers for Keuka
College ChinaPrograms in four universities of China The universitiesare:
Tianjin University of Science & Technology; Yunnan University of Finance
& Economics; Ime University; Wenzhou Universty and Anhui Medical
Universty.

Courses to be taught include: | ssues in Management, Human Resources
Management, Integrative Studies-| eadership, Organizational
Communication, Manageria Marketing, Manageriad Accounting,
Manageria Finance, Srategic Planning (for the above eight courses, the
ingructors should have ether amaster’sdegree or aPh.D. in thefields of
Business Management, Business Economics, Accounting, Financing or
relaed business background), and Career Management and Experientia
Education (for the above two courses, the indructors should have @ther a
medter’'s degree or aPh.D. in thefid ds of Education, Psychology or rdated
educationa background).

Plesse prepare the following materiasif you are interested and forward
dl of them to us by fax, email or post. They are: Curriculum
Vitae/lResume, copy of diploma, copy of transcript (if the instructor is
later qudified to teach in China, an officid transcript is required), copy
of passport, and two recommendeation | etters from related teaching indus-
try or documents which demonstrate related teaching experience.

E-mail: rheezhang@smiusaorg

Address: Suite 16C, Lian Fu Building, 2 Liangian Xilu, Xiamen 361004,
Fujian Province, China

Web International English, established in 1998, has been providing
qudity language training for enterprises and individuas using its unique
Multi-Discipline Learning. Using the latest development in language
education from both home and abroad and introducing world-renowned
teaching methods into China, Web International English developed a
unique learning method to accommaodate Chinese students’ specid
needs.

We are now looking for ESL teachers

Investment Opportunities & Job Information
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resum

1. Teaching base: Shanghai, Ningbo, Wuxi and Shenyang

2. Sdary: about 8,000-10,000 yuan per month

3. Sart date: as soon aspossble

4. Work schedule: 25 teaching hours per week

5. Sudent leve: adults (above 16 years old)

You are expected to meet the following requirements:

1. Native English spesker

2. Bachdlor'sdegree or above

3. TESOL/TEFL/CELTA certification preferred

4. Prior teaching experience prefarred

5. Available soon

Interested individuds, please e-mal to dhrisnie@webi.com.cn with the
atachments of adetailed resume, certificate copies, apassport copy and a
recent photo. We will contact you for an interview as soon as we hear from
you. Check out our website: hitp://mww.webi.com.cn.

Professional Vacancies:

S. Muller & Sons is one of the mgor diamond manufacturersin
Belgium. We are mgjor suppliers of very fine cut diamonds to most of
the large marketsin the world. We would like to strengthen our whole-
sale operation in China We are therefore looking for a cgpable and hard
working person fluent in Mandarin, Cantonese and English to represent
usin China Itiswdl paid. Please send us email to avi@muller.befor
more details.

Visto Corporation, founded in 1996, isnow providing users of dl levels
with wirdlesse-mail and PIM solutions that work with al intelligent devices.
The sarvice operates in the United Stetes, Canada, Germary, Italy, Spain and
other countries.

Cdifornia-based Vigto offers its service through mobile operatorsindud-
ing: Cingular, TEL US Mokility, KPN, Manitoba Telecom Services, Nextel
Communicaions, Rogers Wirdess and Vodafone Global.

Visto holds over 20 patents worldwide relating to the storage, access, trans-
lation and synchronization of data, and dl technologies necessary for easy
and secure mobile data access.

Visgto Tianjin was established in October 2005 and serves asan R& D cen-
ter in China. For more information, visit: www.visto.com.

We arelooking for a Technical Trainer/Consultant to:

1. Work dosdly withthe U.S and UK people, epedidly with engineering
teams collect technical informeation about our products (architecture, proto-
col, design, process, etc.) and prepare technical training maeriasin PPT
and/or Documentts;,

2. Deliver training to Carbon Nanotube (CNT) engineersinduding both
new and existing employees (Dev & QA and PSG) for dl engineersin
CNT;

3. Prepare and ddiver a speech on haw to write technical documentation;

4. Review and palish technical documents written by CNT engineers.

Requirements

1. Excdlent English and Chinese communication and coordination skills

2. Knowledge and/or experience in software development.

3. Technicd training experience as a professor in a universty or atechnica
traing in an IT company.

Contect: Tracy Zheo, e-mail: jpzhao@visto.com.

Tel: 86-22-58392562, Fax: 86-22-58392501.
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Foreigners enjoy Chinese Chong Yang Festival

Every year we have the Chong Yang Festival, or Double Ninth Festival, also
cdled Old Men Fegtival, ontheninth day of the ninth lunar month. During
thefestival this year many foreigners, together with the Chinese, ol ebrated
with various activities such as dimbing mountans, gppreciaing chrysanthe-
mum flowers, drinking chrysanthemum wine, and esting double-ninth cakes.
Foreigners who are working in China are increasingly experiencing Chinese
life nowadays. They have many more festivals to celebrate, such as Chrismas
Day and Spring Fedtive, enjoying two different but joyful festivals

Chinese Chong Yang Festival introduction:

Origins: The fegtival dates back to the Warring States Period (475-221
B.C.). According to theyin/yang dichotomy that formsa basis of the Chinese
worldview, yin represents the elements of derknessand yang represents life

and brightness The number nineisregarded asyang. The ninth day of the
ninth lunar month is a double yang day, hence the name “Chong Yang
Fegtival” (Chong means*double’ in Chinese). The ninth month dso herdds
the approach of winter. It isatimewhen theliving need warm dothing, and
filid Chinese sons and daughters extended this to make the festival atime for
providing winter clothes for their ancestors. The Double Ninth Festiva, there-
fore, also became an occason to vidt the graves of dead family members
Clothes made of paper would then be bumt as offerings.

The Double Ninth Festival is dso atime for family get-togethers Itisen
occasion to remember one's ancestors, the sacrifices they made and the hard-
ships they underwent. Often, family outings are organized during which peo-
ple search to renew their gpprediation of nature and to resffirm ther love and
concern for family membersand closefriends.




Touriswm Information

well as a tranquil countryside. The fascinating islands

Jnhﬂl‘ Tﬂ“l‘ism Pl‘ﬂmﬂtiﬂn in Johor are satisfactory places to harbor your heart

. . . and the waters around the islands are
A tourist delegation of Johor, Malaysia deep and clear—good for diving
went to Beijing ;

for a seven-da The Endau Rompin National Park
Ao S;nvr . Y located on the border of Johor attracts
t_ou S t'p' 0 f 0 many nature lovers. The prosperous
(')OT %C Irwlt)l/ trOT7 tropical rainforest is home to many rare
) f Od er tﬁ ! animals, including the two-horned rhi-
|nn_ro g%ﬂgrmeof noceros. The rocks and hills around the
\L]joquur o the park are estimated to have a history of
Chi it over 25 million years.
Jlgﬁf)? igl '[Itfgr;i?fh China is the fourth largest tourist
| t state of country for Malaysia, hence the Johor
argest state ol Government attaches great
Malaysia and is the : ¢ t
thernmost state importance to
'Snogen'n lar the Chinese
II\/I | Ii Sult h market. They
lalaysia. 1t has hope their pro-
el_ght large islands motional trip to
with numerous China will bring
smaller ones. On its western coast, Johor faces the )
A > more Chinese
Malacca Strait. On its eastern coast, Johor borders the
- people to Johor
South China Sea. :
for holidays to
Johor possesses a great number of pear gardens, rub-

- experience the
ber gardens, coconut gardens and oil palm gardens as true Malaysia.

Santorini From Greece

Santorini is a circular group of volcanic islands located in the Aegean
Sea, about 200 km southeast from the mainland of Greece. Itis the
southernmost member of the Cyclades group of islands, with an area of
approximately 73 km. Its spectacular natural beauty along with its emi-
nent nightlife makes the island one of Europe’s top tourist hotspots.

The island was the site of one of the largest volcanic eruptions of
the last several thousand years when it erupted cataclysmically about
3,500 years ago. One popular theory holds that the eruption is the
source of the legend of Atlantis.

You can observe the breathtaking
views of the volcano and neighboring
islands and miles of dark sandy or
pebbled beaches. Everywhere, you
can see small domed churches and
remnants of days gone by.... It has
been said that the sunsets in
Santorini are the best in the world.

Santorini is home to a flourishing
wine industry, based on the indige -
nous grape variety.

Resort Development Ltd. Launches Project Recommendation Forum

On October 26, 2006, the recommendation forum on the Cotai Strip (Macao) and Hengqin (Zhuhai) Convention
Resort was opened in the Great Hall of the People in Beijing. The forum was hosted and sponsored by a listed
transnational company called Resort Development Ltd. from the
United States. The forum focused mainly on the development of
Chinese tourism and some commercial strategic cooperation. A
number of governmental top officials participated in the forum.

It is reported that the Henggin (Zhuhai) Convention Resort
won high praise from Premier Wen Jiabao who noted that
Henggqin Island is a valuable land and needs careful planning
and development. Huang Huahua, Governor of Guangdong
Province hosted the launching of the project.

In the forum, the National Tourism Administration, tourism
bureaus across the nation, and renowned domestic tourism ser-
vice agencies reached consensus with Resort Development Ltd.
in terms of de veloping the Chinese tourism market.

Photos are provided by local tourist bureaus.



Aluminum Blues
Is Good News?

It's a sign that China’s macroeconomic

controls are working

By LAN XINZHEN

ttention automakers, plane manu-
facturers and anyone else who uses
alumina to turn a profit: The price
of the meta in China began plum-
meting from November 3.

Why?

Because the Chinese Government has
changed tariff polides that had sustained a
higher price. The government reduced the
import duty on alumina (from 5.5 percent to
3 percent), and raised the export duty on elec-
trolytic duminum (from 5 percent to 15 per-
cent) on November 1, essentidly providing a
aurplus of the metal in the Chinese market.

That caused dumina prices to decline
precipitoudly.

On November 3, Aluminum Corp. of
ChinaLtd—the world'ssecond largest dumi-
na produce—announced it would reduce the
price of duminafrom 2,950 to 2,400 yuan per
ton. Thisannouncement followed onthe hed's
of other dmilar company announcements
(and government announcements).

On September 1, thecompary announced

to cut the dumina price from 4,900 yuan to
3,800 yuan per ton because, a the end of
Augug, the government cancdlled the export
tariff rebate for exported commodities whose
duminacontent surpasses 50 percent.

So, from 4,900 yuan per ton on
September 1 to a mere 2,400 yuan per ton
now, the dumina price declined more than
50 percent in just two months.

That's good news for aumina-deper+
dant manufacturers, but it salso asignd that
the government is switching its export
favoritism from industries like alumina to
more high-tech sectors.

From favorite to target

Four years ago, dumina was the darling
of Chinese manufacturing—mearket demand
was high (for an expanding number of facto-
ries) and priceswereon therise.

But by 2004, the duminum industry
was characterized as one of over-invest-
ment, putting unfavorable pressure on the
Chinese economy. The government had no
choice but to speed upits effort in adjusting
the indudtrial structure. Accordingly, the

THINK HI-TECH PROFIT: The tariff rate readjustment shows the government’s support
for the development of the hi-tech industry
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government has curbed bank loans, read-
justed export tariff rebates, and restricted the
establishment of projectsthat consume high
investment in the industry.

Thisround of tariff readjustment, indud-
ing dumina and eectrolytic aluminum on
November 1, involved 168 commodities.

The new temporary tariff rate stipulates:

® the temporary import duty of 26
resource products including coal, refined
ail, and dumina is decreased to 0-3 percent
from the original 3-6 percent;

# the import duty of certain key facili-
ties and spare parts, which are conducive to
technologica innovation and energy con-
servation, is reduced to 0-3 percent from 1-
7 percent;

# the export duty of 110 kinds of
resource products and those with high ener-
gy consumption and environmental pollution
israised, induding 44 minera products (now
taxed a 10 percent), four energy products
(now taxed at 5 percent), 11 non-ferrous met-
adsinduding cuprum, nickd and dectrolytic
duminum (now taxed a 15 percent), 30 steel
and iron product like pig iron and billet (now
taxed at 10 percent) and the other 21 products
like wooden floor boards and disposal chop-
gticks (now taxed at 10 percent)

“This round of tariff adjusment isamed
a encouraging theimport of resource products
and products that are conducive to technolog-
ical innovation and regtrict the export of prod-
uctswith high~energy consumption and pollu-
tion,” said Zhang Jntao, andys with China
Internationd Capitd Corp. Ltd. “It is helpful
to optimizethe industrid structure”

Recently, the Chinese Government is
paying increasing attention to using eco-
nomic control measures to guide economic
development, and is making progress in
using macroeconomic control messures. If
the same problem took place some 20 years
ago, the government would probably have
solved it through administrative orders. In
the former planned economy, the fate of
enterprises and economic trends were
decided by administrative orders.

The good news and the bad

The research department of China
International Capital Corp. beieves the new
15 percent tariff on dectrolytic duminum
will add to the export cost by about 2,000
yuan per ton in the whole industry.

“The export cost hike will lead to a
decreased export quantity;,” said Zhang Jntao.

The reduced export will ultimately
cause the structura adjustment of alu-
minum manufacturers, which had been
flourishing in the past few years. Already,
the present dumina and eectrolytic du-
minum supply has far surmounted the
domestic demand.

But some say the restructuring isn't a

BEIJING REVIEW NOVEMBER 23, 2006
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LIKE GOLD, BUT NOT: Exported aluminum is getting expensive. After a temporary
tariff rate took effect, exported resource products like electrolytic aluminum will be

heavily taxed

bad thing.

The tariff increase of pig iron and hillet
will reduce the export quantity of raw steel
and will help eliminate poorly managed
sted factories—which has been a govern-
ment god for years.

The Nationd Development and Reform
Commission (NDRC) and other relevant
departments had once set the god to dimi-
nate poorly managed iron and sted facto-
ries, but confronted difficulties resulting
from the export demand. This round of tar-
iff rate readjustment will likely hike the

export cogt of domestic pig ironand billet so
that underdeveloped factories will have to
retreat from the market.

Other indudtries that are involved in this
tariff rate readjustment will dso suffer.

However, for computer manufacturing
and dectric semiconductor enterprises, the
tariff rate readjusment is good news. The
decrease of import tariffs on the semicon-
ductor module and some other computer
spare parts will reduce the cost of computer
manufacturing in the domestic market.

In September, Chinaincreased the export
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tax rebatefor eectric and hi-tech enterprises,
which dso showed the government’s sup-
portive atitude to those enterprises.

“The Chinese Government hopes that
the hi-tech industry can be a new economic
growth engine instead of depending on low-
technology, high pollution and high energy
consumption enterprises” said Zhang
Yansheng, a researcher with Academy of
Macroeconomic Research under the NDRC.

However, the market will ultimately
determine the effect of the readjusted
macroeconomic control palicies.

“Every adjustment is just one link in
terms of achieving the trandtion of eco-
nomic growth,” Zhang said. “It will take a
whilefor thisround of tariff rate adjustment
to take effect”

But one thing is for sure: The readjust-
ment of the tariff rate in an effort to restruc-
ture domesti cindugriesisworking aswecan
seethat the product price ischanging (in line
with the intention of policy-makers), said
Professor Zhu Kaihong of the University of
Internationa Business and Economics.

“At present, we should observe the func-
tion of policy and take dricter macroeco-
nomic control measures when necessary,”
Zhu sad. “On the other hand, we need to
wait as it takes time for one padlicy to take
effect.” .
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SINOSURE Debt Collection Division will help you.

http: www.sinosure.com.cn Fax: 0086 (0)10 66516856

E-mail: collect@sinosure.com.cn
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Boob Tube Boohs?

Old-school TV manufacturers are slow
to catch on to the flat screen craze, but
maybe they’'re more tuned into the
market than competitors realize

By TAN WEI

an Zhijun never expected his inter-

view to arouse such ire among lead-

ersin the domestic color TV market.

Intaking with China Business News,

Fan Zhijun, Managing Director of
the North China Area of Suning Corp., a
renowned eectric appliance retailer, said,
“We predict that CRT color TVs will exit
the market within one year and the Suning
outlet newly opened in Beijing will be the
first in Chinathat refuses to sell CRT color
TVs”

While CRT (cathode ray tube) color
TVsare used by most of Chinesefamiliesat
present, CRT color TVshavelost their low-
cogt advantages, he said.

But Fan Zhijun's assertions were
inflammatory to old-school color TV mak-
ers and their advocates.

“CRT
TVs will not
quit from the
market within

one year; they
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PRETTY FOR NOW: A worker trial runs an LCD TV at the assembly. Some say LCD TVs
don’t last as long as their CRT counterparts

will not disappear even in 20 yeard” said
Fan Wengiang, Chairman of the China
Trade Association of Color Kinescope.

Still, foreign brands such as Sharp,
Sony, Philips, Samsung and LG, aso
declared recently that they have either
stopped or will stop production of CRT
color TVsby the end of thisyear.

“The CRT color TVs being sold now
are inventory before last March and by the
end of this year, CRT color TV's branded
with Sony will all disappeer in the Chinese
market,” said Kang Jian, Director of Public
Relations of Sony (China).

Some domedtic color TV makers dso
indicated that athough they are still produc-
ing CRT TVsnow, as production costs of flet
screen TV s are further reduced and high def-
inition TV channels are gradudly popular-
ized, they won't
manufacture them in
the near future CRT
TV s—with low reso-
lution, comparatively
smndler screens and
no digita display
capability—will
have no hope in the
market, they say.

But According to
Fan Wengiang, judg-
ing from the develop-
ment trend in China
and the globd mar-

ket, displays will exist in various forms
Moreover, because of pricing and nationd
conditions, CRT TVswill occupy the market
for along period of time with irreplacesble
advantages by other kinds of displays.

Jockeying for face time

In recent years, TV display technology
has become fiercely compstitive, with flat
screen TVs, represented by LCD (liquid
crystd display) and PDP (plasma display
pand), encroaching upon traditiond CRT
color TV market share.

At large electric appliance sores in
Bseijing, such as Suning and Gome, flat screen
TVs espeddly LCDs are more and more
popular while CRT TVsare being phased out.

“Compared with CRT TVs, LCD TVs
have larger and thinner screens and look
more fashionable” said Li Xue, a woman
sdecting TVs a Suning. “Many of my
friends have exchanged CRT TVsfor LCD
TVs and some of them have even bought
smal LCD TVsfor different rooms, such as
the kitchen and bathroom.”

But Li aso has concerns about the new
technol ogy.

“It is said that the service life of LCD
TVsis only around three years while their
pricesare severa thousand yuan higher than
those of CRT TVs!” Li said.

According to Fan Wengiang, LCD and
PDP screens may be fine for the first three
or four years, but as time goes by, some
unstable substances in the screens will
cause image brightness and contrast to
decline. On average, a bulb for such
devices, which costs about 2,000 yuan,
worksfor 8,000-10,000 hours. If it works10
hoursaday, it will last about two years.

LCD and PDP TVs a so consume twice
the amount of dectricity as CRT TVsdo.

But maintenance of CRT TVs only
costs several hundred at most for any need-
ed maintenance, and fragile parts such as
circuit boards can easily be replaced.
Moreover, it is easy to find maintenance
workersto repair CRT TVs.

In comparison, accessories for flat
screen TVs are expensive. In general,
screens account for over 60 percent of the
tota price of the TVs, but they are dso
the most fragile. For the foreseesble
future, flat screen TVswill not be ableto
compete with CRT TVs in terms of
maintenance prices.

Results of a survey caried out by
Sino Market Research Ltd. suggest Fan
Wengjang is right: It is too early to say
CRT TVswill disappesar. Accordingto its
estimation, Chinawill need 36.22 million
color TVs in 2006, among which 31.1
million, or 86 percent, will be CRT TVs,
while the other 14 percent, or 5.1 million,
will be LCDs, PDPs and other modali-
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FAWNING OVER FLAT: LCD TVs, like the one pictured here, are giving CRT color TVs a

run for their market share

ties. By 2010, China till will need about 30
million CRT TVs, ranking first among dl
kinds of displays.

Ma Long, Deputy General Manager of
the Purchasing Center of Gome Electric
Appliance Group Co. Ltd., agrees with this
data Sdes dtatigics from Gome indicate
that in large cities, CRT and LCD account
for 70 percent and 30 percent of the total
sales volume of color TVs, while in medi-
um-sized cities, the proportions are 85 per-
cent and 15 percent respectively. Further,
Chinahasahuge rurd market for CRT TVs.

Wu Zukai, a member of the Chinee
Academy of Engineering, said that thereisa
price difference between flat screen TVsand
CRT TVsthat should under no circumstance
be neglected, so it isimpossble for flat TVs
to replace CRT TVsin recent years.

Flat profits

As trendy new items, flat screen TVs
are both opportunities and challenges that
TV méekers face.

“It's wrong to dlege that the CRT will
disgppear within one year, but we should
aso redlize the trend that sdles volume of
the CRT is shrinking while that of LCDs is
gradudly increasing,” Ma said.

However, fla TV mekers have yet to
become sufficiently profitable Among multi-
nationds, only afew, such as Samsung, are

Xiamen Oversess Chinese Electronic
Co. Ltd. (XOCEC), one of the first Chinese
TV makersto embraceflat TVs, hasseenits
sdesrevenue grow rapidly in the recent two
years through both domegtic and oversess
sdes of flat TVs, but it didn’t make much
money in thisfidd. In the first haf of this
year, XOCEC generated profits of 44.57
million yuan, but color TV business only
contributed 8 million yuan.

A report by IT Time in China showed
that Hisense, which shifted to flat screen TV's
a the same time with XOCEC, redlized 100
million yuan of profits in 2005. Of the totd,
CRT contributed 120 million yuan whilethe
flat screen TV business lost 20 million yuan.
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In the same year, Changhong and Skyworth,
whose CRT business occupies the leading
market shares, generated profits of 245 mil-
lion yuan and 271 million yuan respectively,
whiletheir sales volumeswere Similar to the
much less-prafitable Hisense

So most of color TV makersareaiming
to achieve the right balance between devel-
oping flat screen TVs and keeping to their
advantagesin CRT.

Guo Dexuan, Genera Manager of
Changhong Marketing Co. China, said that
under the gtructure of Changhong's color
TV busness, the mature CRT TVs are ill
the mgjor source of profits, but Changhong
Digital Flat Digplay Co. must be the future
income source. He estimated that this year,
net profits of Changhong may reach 500
million yuan, of which 400 million yuan
come from the color TV business and CRT
TVswill contribute 95 percent to the profits
generated by that business.

Fan holds that different types of display
have different target audiences and these
display technologies will be supplementary
to each other instead of subgtituting each
other.

“Thereforefor quite along period of time,
compdtition among CRT, LCD, PDP and
other types of digplay will exist,” he sad.

Kinescope concerns

It is color kinescope makers who fed
the greastest pressure from the potentia
eventual extinction of CRT TVs.

If CRT TVsexit the market, CRT color
kinescope makers would be the firgt strick-
en. They understand the situation better than
anyone ese. This is substantidly different
from the strategy of CRT TV makers.

Yu Zhiqgi, Chief Engineer of Nove
Coalor Picture Tube Co. Ltd., points out that
with more than two decades of continuous
invessment, China has become the largest
CRT producer in the world, establishing
complete industrial chains from CRT mate-
ridstocolor TV manufacturing. Every year,
China can produce 60 million CRT
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kinescopes and 60 million CRT TVs.

Neverthdess, al these brilliant achieve-
ments will become history as technology is
upgraded. The Chinese CRT industry wor-
riesit will meet the same fate.

In recent years many Chinese color
kinescope makers have reduced their output.
Novel Color Picture Tube Co. Ltd. closed
two of its four assemblies. Thomson Foshan
CPTC Ltd. and Dongguan Fortune Group
were sold to an Indian company. Thomson
Foshan dso has shut down one of its two
assembly lines. Shenzhen Electronics Group
Co. Ltd. (SEG) d=0 plans to reduce its pro-
duction capecity.

Although it is commonly accepted by
industry insiders that CRT TVswill not dis-
appear within at least five years because of
their price advantages, the impect of flat
screen TVs is an indisputable fact. Among
the once 50 color kinescope mekers in the
world, only 30 have survived and mog of
them ae in China, South Korea and
Southeast Asa

SEG isexploring hew bus ness opportu-
nities and mobile dectronicsisone. It sarted
mobile GPS production five years ago and
hasbecomethe largest provider in Shenzhen.
1N 2005, the auto navigation business of SEG
generated sales revenue of more than 100
million yuan. SEG as0 is pursuing other
electronics  business in  Shenzhen,
Guangzhou, Suzhou, Chengdu and Xi’an.

But as atraditiona color kinescope pro-
ducer, why didn’t it opt to produce flat
screen TVS?

“It's not redistic,” said an SEG officid,
who requested anonymity. According to
this officid, theinvestment threshold of flat
displaysis much higher. It costs only 1 bil-
lion yuan to st up an assembly of color
kinescopes while nearly 10 billion yuan is
needed for an assembly of LCDs or PDPs.
Furthermore, flat screen TVs core technolo-
gy isinthe hands of foreign companies. Itis
safer for SEG to play a supporting role and
the company may produce some supple-
mentary products, the officid said.

Unlike SEG, Irico Electronics Group
Corp., the largest Chinese color kinescope
maker, has cooperated with Changhong to
produce PDPs. SVA (Group) Co. Ltd, a
large shareholder of Novel Color Picture
Tube Co. Ltd., has dso cooperated with
NEC from Jgpan in PDP production.

Some other color kinescope makers are
even focusi ng on advancing their kinescope
technology. Sheng Jianzhong, General
Manager of the No.l1 Department of
Nanjing Huafel Color Kinescope Co. Ltd.,
told Beijing Review that the company has
produced 21" super-dim color kinescopes
and 32" 16:9 color kinescopes. The compa:
ny plans to release another two new
kinescope products soon. .
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By TAN WEI

t the 2008 Beijing Olympic Games,
Yao Ming might look allittle small-
er than usud. That will at least be
the casefor the estimated 1 million
Beijing residents watching the
Olympic Games on their mobile phones.

As you can imagine, that has various
industry players sdivating, a least when
they’re not busy sifting through theimplica-
tions of a new mobile TV broadcasting
standard that will impact how they air acd-
lular Olympics.

The State Administration of Radio FIm
and Teevision (SARFT) issued an industry
standard caled the CMMB (China Mohbile
Multimedia Broadcasting) sysem on
September 24, which is colloquially known
as the mobile phone TV gandard. SARFT
clamed that the transmission technology—
the key pat of the standard—has been
resolved. StiMi  technology (Satellite
Terestrid  Interactive  Multi-service
Infrastructure) was adopted from November
1 thisyesr.

The Selling

0fGellTV o

Industry figures out how to
profit with the new Chinese
mobile phone TV standard

The issuance of the SARFT standard
attracted wide attention from industry insid-
as.

The partners—a so known as coopera-
tors—of the CMMB <andard include
China Telecom, China Unicom, broadcast-
ing ingtitutions like China Centra
Televison, China Nationd Radio, China
Radio Internationa, Beijing All Media and
Culture Group, and others.

These big nameshave, in effect, indicat-
ed that the disputed mobile phone TV stan-
dard has finaly been resolved with the
acceptance of the CMMB standard.

SARFT noted that SiMi transmission

technology is the key component of )

CMMB. The CMMB standard system also NOT JUST ANY GAME: Soon, cell phone users won't just

. : . . . be playing pong, or any other interactive game. They’ll be watching TV,
;wggﬁgﬂ:é attributes touching on video and especially the Olympic Games in Beijing
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According to the blueprint for develop-
ing mobile phone TV, by the end of 2006,
the country will complete thetria testing of
the ground data link and interchange station
system—the infrastructure. By the middle
of 2007, the ground data link and inter-
change will be constructed and put into
commercia use. By the first haf of 2008,
the satellite system will be integrated into
this network and will form a nationwide
network for formal operation. If al goesto
plan, mobile phone TV will beready for the
2008 Beijing Olympic Games.

Statistics provided by IMS Research, a
market analysis compary, show that the
Chinese mobile phone TV market could
expand to as much as 500 billion yuan by
2008.

But relevant organizations need to
cooperate for thisto happen. SARFT should
providethe TV content for users, whiletele-
com operators and manuf acturers must pro-
vide necessary technology.

Li Guangzeng, a professor at Nanjing
University of Posts & Telecommunications,
pointed out that judging by the devel opment
trend of media, the mutua integration of
telecom and radio, film and television
industries is unavoidable.

The mutua integration will create, as
the Chinese loveto say, awin-win situation.

The announcement of the new mobile
phone TV sandard offers radio, film and
TV industry insiders brand new opportuni-
ties. For instance, TV programs and radio
gations can look forward to an extra chan-
nel to broadcast their programsand bring in
more advertisement revenue. On the other
hand, by charging users who watch mobile
phone TV, tedlecommunications companies
will expand their businesses.

Wang Lian, Deputy Director of the
Science & Technology Department of the
SARFT, agreed.

“SARFT has advantages in terms of
channels, content and policy, while
telecommunication companies enjoy rea
tively more ceapitd and user networks
Wang said. “ The Chinese mobile phone TV
standard relieson independent innovation to
enact a unified standard so as to boost the
integration of three networks—the TV net-
work, radio network and telecom service.
Our objective is to create a comprehensive
mobile multi-media broadcasting network.”

Chips’ shot

Before the SARFT standard was
announced, some manufacturers had
dready begun to try out mobile phone TV
technology. However, as the industry stan-
dard was not established, all sides had been
cautious in investment. After SARFT
announced the CMMB standard, many chip
manufacturers actively set up production
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plans in line with the standard o as to fol-
low up with the market trend.

Of coursg, there's no mobile TV with-
out theright chips, so themessageisclear to
chipmakers: Innovate!

“Although Siano spent only two years
in coming up with the multi-standard sili-
con of the mobile phone TV, it usually takes
acompany a least three to four yearsfor a
comprehensive technology package,” noted
Wang Wei, Chief Representative of Sano
Mobile Silicon who is in charge of the
China market.

Sano is a dlicon solution provider
basedin|srael and isasothefirgt to provide
the silicon chip that supports multi mobile
phone TV standards.

“We are applying for joining the
CMMB working group,” Wang We said.

Wang said the same thing should dso
apply to mobile phone TV.

The number of multi-standard chip solu-
tion providers won't be many, and Wang Wei
estimated that by the end of 2007, only three
or four manuf acturersin theworld could pro-
vide such achip solution.

Apart from Siano, some emerging semi-
conductor companies have aso explored
research and devel opment of mobile phone
TV chips.

A number of international chip solution
providers also gated that once the Chinese
standard is set up, they will st off to pro-
vide mobile phone TV chips. Luis Pineda,
Vice President of Qualcomm, noted the
Quacomm chip solution for multi-standard
mobile phone TV is schedul ed to be put into
the market in the first season of 2007.

CRASH COURSE: An Intel employee teaches potential customers how to use mobile

phones to watch TV programs

“The application procedure will be a bit
complicated. Our company plans to pro-
duce the second-generation product to sup-
port CMMB in 2007. We are working on a
multi-standard support and are 80 percent
sure that we can support the CMMB stan-
dard next year”

However, Wang Wei said, timeis short.

It is widely suspected the chip solution
that supports multiple standards will
become the development trend for mobile
phone TV and mobile digital TV.

“Just like the TV sats” noted Wang
We, “We buy TV sets regardless of which
standards it supports, because a present,
each TV set supportsdl TV standards”

However, many people hold the stan-
dard proposed by SARFT is just a recom-
mendation—neither compulsory nor the
national standard. The unidentified nature
of the standard will give rise to reorganiza-
tion of the market.

Wang Lian added, “Most of the domes-
tic broadcasting and TV standards are rec-
ommended instead of being compulsory to
service providers. The standardization
Adminigtration of China has not planned to
upgrade our standard to anational level. But
many South Korean companies have stated
clearly that as long asthe industry standard
of mobile phone TVs is st up, they will
immediately follow up.” .
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The Annals of Annuity

Beyond a name change, “annuity” is undergoing

a major facelift in China

1 Eg’
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ZHC
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SENIOR IN NEED: Currently, many elderly Chinese don’t earn enough from pension packages
to comfortably retire

By TAN WEI

nnuity is in transition in China, and

hopefully it will benefit retirees more

in the future. As an important compo-

nent of the corporate wedfare system,
annuity refers to voluntary supplementary
endowment besides the basic pendon stipu-
lated by law. Annuity funds come from both
companies and employees.

In 2000, the State Council changed the
name of “additiona penson” into “annuity.”
In 2004, Trid Messures for Annuity and
Trid Measures for Management of Annuity
Fundswere promulgated, formally establish-
ing the principle of market-oriented manage-
ment and operation of annuities.

According to an estimae by Ba
Shusong, Deputy Director of the Financid
Institute of the Development Research
Center of the State Council, the amount of
annuity funds col lected before 2004 gands at
about 100 billion yuan.

But before 2004, due to alack of a uni-
form management mechaniam, this amount
of annuity was managed invariousforms. In
Shenzhen and Shanghai, socid security fund
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management centers were st up to operate
annuity funds, some sectors, like the power
industry, adopted universal management of
annuity on their own; and some annuity
funds were even used to buy supplementary
commerda pensons

“In accordancewith theformer operation
model, after callecting an annuity, annuity
managers, such as soda security fund man-
agement cernters, are entitled to manage the
money on their own,” Ba said. According to
him, scandds arisng in recent years have
shown that the largest problem is that this
sum of money is operated without trustees or
investment managers, and therefore, itislike-
ly to be embezzled or suffer losses. In July
2006, an annuity scanda in Shanghai was
reveded in which 3.2 hillion yuan of annuity
was embezzled by senior officids. It was the
largest such case since China edeblished the
annuity system.

On September 24, Chen Liang, Director
of the Fund Regulatory Department of the
Ministry of Labor and Social Security
(MLSS), declared thet the annuity funds col-
lected before 2004 mugt be incorporated into
anew management mechanism by theend of

2007. The minigtry is to
carry out investigations and
gudieson detailed measures
of the new mechanism.
Transtional guiddines will
be issued in the firg quarter
next year. At the sametime,
local sociad security fund
management centers should
not participate in annuity
management again.
Providing for the aged

To most company
employess in China, a pen-
son is ther only income
source dter retirement, but
this income is not hand-
some. According to datis-
tics from the MLSS, in
2005, the average monthly
pension for retirees of com-
panies in China was 698
yuan, accounting for only
455 percent of the 1,534
yuan of average monthly
sdary of employees on the
job, or 58.2 percent of the
1,200 yuan of average
monthly pension of retirees
from government depart-
ments and public institu-
tions.

“At present, the basic
pension has covered around
60 percent of basc sday
before retirement, but it is
far from enough to rely on,”
said Chen Liang. “It is necessary to make a
full play of annuity in order to make retirees
maintain their living standards”

However, many company managers
and employees are unacquainted with
annuity. Results of a survey carried out by
the MLSSin September show that only 40
percent of company managers know about
annuity funds and onethird of them haven't
redlized their responsbility of establishing
one. Many employees regard annuity as
extracharges by companies instead of their
supplementary pension investment. Some
human resource departments adso deem
that it's better to provide housing funds or
bonuses to empl oyees rather than establish-
ing an annuity, to satisfy their demands of
buying houses and carsor children’seduca
tion.

“By edtablishing an annuity and com-
pleting themullti-level socid security system,
we may et thetarget that pendon covers 80
percent of basic sdary before retirement,
hence the living standards of company
employees would not fal too much after
retirement,” said Wang Yijia, Vice President
of ChinaLife Assat Management Co. Ltd.
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According to Wang, experience of other
countries indicates that basic socid insur-
ance, annuity and commercia insurance are
the three pillars that help stabilize the life of
the aged. Among the 167 countries adopting
annuity programs, more than one third of
them haveannuity cover for one third of their
laborers. In Britain, the United States and
Germany, the coverage rate is ebout 50 per-
cent. In Denmark, France and Switzerland,
the coverage is nearly 100 percent.

At present, there have been 42 million
retirees in China incorporated into endow-
ment insurance sysem and every year there
will be 3 million more people added. Wang
Yijia believes that annuity is important to a
larger and larger group of retirees.

Regulating operation

Statisti cs from the ML SSindicate thet by
the end of 2005, there had been 24,000
Chinese companies establishing annuity,
involving 9.24 million employees. The
aggregate of annuity funds had reached 68
billion yuan, 2.56 times the figure in 2000
and 37 percent higher than that in 2004.

Meanwhile, the rgpidly growing annuity
in Chinaisfaced with more and more serious
chdlenges in regulation and operation. In
2004, the Trid Measures for Management of
Annuity Funds were issued, dlowing for the
first time annuity to be invested in, besdes
banking deposits and treasury bonds, “other
financial products with good liquidity,’
including corporate bonds, transferable
bonds, investment insurance products, secu-
rities investment funds

Figures from the MLSS show that since
1998, there have been over 16 hillion yuan of
embezzled social security funds being
recaled, but by the end of 2005, there were
gill 1 billionyuan of social security funds not
returned, most of which were annuity funds.

“Operation of annuity involvesfieldslike
banking trugt, securities and insurance and to
avoid blank or overlapped supervision, we
must strengthen functional supervision,” said
Chen Liang. “The regulatory department
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should focus on supervigng quaified institu-
tionsto operate annuity”’

At the same time, the MLSS d <0 reaf-
firmsthat sodd security fundsare prohibited
from investment violation. The accumulated
sodd security fund should be strictly man-
aged. Before new regulaions are issued, no
other investment isdlowed. At present, qud-
ified institutions that are alowed to operate
an annuity include commercid banks, secu-
rities companies, trust investment companies,
insurance companies and fund management
companies.

More ways of appreciation

Shenyin and Wanguo Securities Co. Ltd.
edimaes tha in the future, annuity will
increase 80 hillion yuan every year. The
aggregate annuity will surpass 500 hillion
yuan by 2010 and reach 1 trillion yuanin 10
years

However, gppreciaion is another prob-
lem to be faced.

“Returns of treasury bonds are less than
2 percent,” sad He Ping, Director of the
Labor Security Inditute of the ML SS.

The capita market is another important
investment degtination of annuity. According
to present laws and regulations, the propor-
tion of annuity that can be invested in the
stock market should not exceed 20 percent.
The return rate of the present bond market is
about 2 percent and if the expected retum rate
of an annuity planis5 percent, “it meansthat
the return rate in the sock market must sur-
pass 10 percent, which is impossible when
performance in the gock market wasnot ree-
songble in the previous years” sad Tian
Canren, President of Harvest Fund
Management Co. Ltd.

“With an impefect capita market, the
Chinese Government needs to explore ways
for socid security funds to be invested in
industries with high profits, such as trans-
portation, power and petroleum, or some
large infragtructure projects” He Ping said.

But restricted by exacting laws, thisidea
is obvioudy can't be redized. Wang Yijia
dsobdievesthat regula
tory policies of annuity
in China should keep to
the principle of strict
regtrictions, which com-
plieswith present devel-
opment of the capita
maket and safeguards
security  of  annuity
investment. .
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PENSION SEEKERS:

Retirees get in line to
receive their pension

payments. Corporate
welfare is undergoing
reform in China
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BUSINESS FINANCE

Content Is Key

for Digital TV

One industry leader says content is
fundamental to making digital TV more

mainstream in China
By SUNNIE WONG

ure, digita TV isalot prettier than
standard cable because of its high-
quality images, but one industry
leader suggedts the new medium'’s
enhanced content is what con-
sumerswill redly be thrilled abouit.

“l don't agree that content rules in the
traditional TV industry, because it isin the
era of digitd TV that we will see content
redly ruling,” said Liu Shabai, Vice
President of Hunan TV and Broadcast
Intermediary Co. Ltd. (TBI).

In a comptitive sector, understanding
and implementing valuable content in the
midst of technological innovation may
eventually give TBI and like-minded media
companies wider profit margins.

“Content without limits’
isthekey to profitability in
the digital TV age, said
Liu, having reached
this conclusion after
touring Hangzhou
and Qingdao, both
digital TV revolution
leading cities.

A content-heavy
investment

To understand the
importance of content to
TBI, which is handling theroll-
out of the company’sdigita TV in
the province, understand this the
company began preparing digital TV
content a year ago even though
nothing has been aired yet.

“We haven't yet distrib-
uted set-top boxes’ for
digital TV, Liu said.
“We are very confident
in the content that we
will provide”

In terms of TBI's
investment in digital TV,

no longer

“Digital TV is a
revolution. TV is

entertainment tool,

investment involved severd hundred mil-
lion yuan—a large sum of money by any-
one's standards”

The presumption is that each installed
household would eventualy pay a fee of
200 yuan per year.

“Itwill bequiteawhile beforewe see any
returns” he said. “We can't predict the future,
but we expect to stabilize the revenue gener-
aed by digitd TV dter completing the net-
work. Looking beck, establishing a srong
network was avery smart move. Digitd TV
content can be compared to alarge supermar-
ket where you can buy anything you want.”

Inhisview, traditiond TV tendsto posi-
tion each channel specifically. For example,
Hunan TV podtions itsdf as an entertain-
ment channd. Digita TV, howev-

er, enables limitless content.
Further, traditiond TV
channds only prepare 24
hours worth of content
dnce they broadcast 24
hours a day. Digita
TV, however, inter-
acts with the audi-
ence and therefore
mug have divers-
fied content—
more traditional
TV content and
content from other
media sources. All
informetion can be
sored in the limit-
less database for
the viewer to check
any time a home.

In Liu'swords,

“We provide what
you want as well
a many things
you don’t expect.”
For Liu, digi-
ta TV will be
multi-functional,
aso essentidly

FONTFMNIS FHNK

a mere

it'shig. q i working as acom-
“When we firs it has evolved into outer ?leNSpaper

invested in the digital a comprghenswe_ and telephone.

network setup, many information terminal.” “Digital TV is

people found it hard to
understand what we
were doing because the
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a revolution,” Liu
said. “TV is no
longer a mere

—Liu Shabai,
Vice President of TBI

entertainment tool, it has evolved into a
comprehensive information terminal ”

So how will this dream be realized?

Liu said it will requirethe collaboration
of digitd TV operators and other media
organizations. For instance, magazine con-
tent could beinputted into adigital TV data-
base and profits shared between the digital
TV operator and the magazine on a “per-
cick” bass. To magazines, digita TV can
provide higher readership numbers with no
additional cost while enriching the content
for digital TV operators. Liu estimates that
as long as there are “benefit sharing” sys
tems in place, many media organizations
will beinterested in such collaboration.

Tapping into big money

When studying the progress of digita
TV in other provinces, Liu found that high-
end digitd TV subscribers (IPTV sub-
sribers) spend an average of 2,500 yuan
annudly, which equates to 10 years of cable
TV fees. For example, there are more than
300,000 household digital TV subscribersin
Hangzhou, among which, 80,000 are high-
end subscribers. Asareault, therevenue from
those high-end subscribers is gpproximately
200 million yuan per year. Given such ahigh
spending power in Hangzhou, Liu reckons
the potentid in the vastly populated Hunan
Provinceisimmense

But will consumers flock to digitd TV
asquickly as TBI predicts?

“It will taketime” said Liu, optimistic
yet cautiousin hisview. It will take timefor
audiences to embrace digita TV, as once
was the case for cable TV. And while he
acknowledged that there would be some
difficulties in getting audiences to move
from free TV to paid digita, “content will
change everything.”

Some people say that content rules on
traditional television today, but Liu does not
agree. In hisopinion, most of the content on
the 2,000-plus domestic channelstend to be
very smilar.

But inthe digitd TV era, Liu sad, con-
tent will truly beking. The audience will pay
if the content attracts them, he sad.

Thisisoneimportant reasonwhy TBI is
producing content prior to the distribution
of set-top boxes. “Wewon't launch until the
content is substantial and dl platforms are
inplace”sad Liu.

Once demand within Hunan Province
has been met, Liu wishesto promote digital
TV content nationwide. TBI intends to
negotiate with digital TV operators in each
province and region and collaborate with
them.

“The digital TV project shows great
promise given the strength of Hunan TV,”
he said. .
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“If you understand how to integrate
new media and traditional media,
then it is possible for the group to

move into a whole new arena.”
—Li Ruigang, President of SMG

Do What Others Can't

SMG isn't trying to imitate anyone, and
that'’s its secret for success

By SUNNIE WONG

As a competitor of TBI,
Shanghai Media Group
(SMG) also produces
content, which has already
begun airing. But the
company is focused on a lot
more that only it can do,
according to SMG President
Li Ruigang.

Li recently talked about his
new understanding of how to
integrate new and traditional
media.

How is SMG progressing with its
new media business?

Li Ruigang: Interms of digita TV, we
have launched pay TV and devel oped
related content. We currently have 16 pay
TV channe's nationwide and 30 pay TV
channelsin Shanghai.

In terms of IPTV (Internet Protocol
TV), we have 70,000 subscribersin Harbin
and 10,000 subscribersin Shanghai, where
subscriber numbers are estimated to reach
60,000-80,000 by the end of thisyear.
IPTV charges 60 yuan per month.
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We aso have broadband TV and
mobile phone TV. Mobile phone TV has
two modes: Oneis the browse mode, for
which we have approximately 200,000
subscribers nationwide. The other isthe
DMP (Didributed Memory Processing)
mode, which has not yet been launched.
We have been trying everything in the new
mediafield over the past two years.

How can SMG operate efficiently
with so many different types of media?

We must be clear about our abilities
and our direction. We aso must give con-
sideration to our specific strengths. We
have spared no effort in the new media
field. Take IPTV as an example. We have
obtained an operating license and have
established aplatform in collaboration
with China Telecom and China Netcom.
To some extent, we have become avirtual
operator. Thus, we can do what others
cannot.

Does this mean that SMG is not
involved in content production?

We are involved in content production.
Itis unreasonable for agood media com-
pany to completely outsource content. One
of the roleswe play is content producer.
The percentage of self-produced programs
has increased in recent years. Take enter-
tainment programs as an example. We

BUSINESS FINANCE

used to purchase most of the programs, but
we currently salf-produce many of them.
We also sdll them to other TV stationsand
oversees media companies.

SMG covers many areas. With
which overseas media groups does SMG
share similarities in terms of a profit-
creation paradigm?

Itis hard to find any similar group in
the United States. Asfar asits overdl size
is concerned, SMG is certainly not as large
as media giants overseas. However, SMG
covers amuch broader area. News Corp.,
for example, hasno children’s programs,
but SMG does; Viacom does not have any
sports programs, but SMIG does. Even
before the integration, we dready had a
diversified sdection of channels, covering
avariety of themes.

Is SMG currently planning to inte-
grate new media and traditional media?
During the initid phase, we had a
number of integration cases. For example,

the publication of China Business News
and also Haha Pictorial magazine, which
is produced in conjunction with the chil-
dren’s channd. Thisisthe concept of inte-
gration between TV and print media. If
you understand how to integrate new
media and traditiond media, then it is pos-
sible for the group to move into awhole
new arena. .
(Xinhua Finance)

DISCLAIMER: The information contained herein
is based on sources we believe to be reliable, but is
provided for informational purposes only, and no
representation is made that it is accurate or
complete. This briefing should not be construed as
legal, tax, investment, financial or other advice, and
is not a recommendation, of fer or solicitation to buy
or sell any securities whatsoever.
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Doing Business in Ghina

This is the
fifth in a
series of
articles
where we
identify
some of the

common
mistakes
made when
making an
investment
in China

By CHRIS DEVONSHIRE-ELLIS

Land use rights

There has been an increase over the past few
years in the abuse and occasionally quite deliberate
misrepresentation of the actual circumstances con-
cerning land use rights to foreign investors This is
essentialy alegd due diligenceissue that is required
when acquiring land, and it is vita to carry out back-
ground checks to confirm the status of the land in
question.

There are two types of land use rights:

o Allocated rights, meaning someone ese has
the title but permission to use for a specific purpose
is provided to you. These take theform of an issued
certificate in your name.

« Granted rights, meaning you have title (own-
ership) of the land.

For obvious reasons, granted rights are more
expensive than al ocated rights. Granted rights mean
you can profit from any increase in the vaue of the
land if you develop it, whereas with all ocated rights
this is not the case. A certificate is dso issued
demongtrating you havetitle.

o Also important to note is the scope of use
which appears on the certificate and identifies exact-
ly whet the land isto be used for. For obvious reasons
again, this needs to be consistent with your business.

Problems occur as follows:

o Granted rights were paid for, but alocated
rights provided. We have even had problems with
local governments negotiating a higher premium,
yet actudly only handing over dlocated rights. If
wanting title to the land, you must specify granted
rightsin al circumstances.

o Invdid scope of use. Agricultura land, espe-
cidly in China, is a a premium, and permisson to
convert it to commerda use has to be obtained &
date leve. Yet many local governments themselves
issue fraudulent certificates, buying land cheaply
from farmers, illegdly changing the rights and then
slingit onascommercid usageto foreign investors.
Itisacommon scam, and if you get caught—no mat-
ter how innocent you are—you stand to lose your
investment. You must check with the land bureau on
dl matters of land use, scope of use and so on to ver-
ify what you aretald is correct.

o Accessrights. Some land can haveissues with
access rights, and details to provide for this must be
hammered out as part of any agreement.

Exit strategies
With foreign-invested enterprises’ gpplications,

issues such as these can gppear trifling and not
worth bothering about. Yet, if it all goes horribly
wrong in China, who givesthe green light to exit the
investment? The investor or the licensing authority?
In Ching, the investor must obtain approval to close
abusinessif it isnot performing. This can be aprob-
lem if there are differing opinions on the nature of
the operation’swoes. The ability to pull out isthere-
fore not in your hands. Should the government
decree the business can be a going concern or its
closure perhaps faces unemployment issues or loss
of tax revenues, obtaining permission to exit may
not be eadily forthcoming. Norma draft articles
themsdlves are somewhat ambivalent on the matter
and far from specific. Theway to deal with thisisto
have the articles of association worded (thisisnot in
standard drafts) in such a manner asto link the ter-
mination clauses to production clauses. In this way,
an economic trigger is identified that can be pulled
should the business under-perform. Thisneedsto be
built into the articles of association prior to registra-
tion with the authorities. If approved, the licensng
authority must follow it's own approva processfor
the behavior of the company if it decides to exit for
economic reasons. It neatly puts the ability to exit
back in the relms of measurable financid perfor-
mance and away from any ambiguity.

When specifically dealing with joint ventures, in
additionto an exit strategy, detailsof any acquisition
of shares, including prices to be offered for them,
can aso be inserted into the articles and contract if
negotiated and agreed by both parties.

Role of the Labor Union

Again, gandard clausesin the articles that may
appear innocuous, but if not dedt with and redraft-
ed, these can lead to interference at the highest level
in the way in which you operate your business. This
isadditionally compounded by the fact that new reg-
ulations are due to be issued to strengthen the role
and respongibilities of the labor union.

All companiesin Chinahavetheright to form a
“grassroots’ labor union if there are at least 25
employees (including foreign workers). This struc-
tureispart of anationa union of workersthat hasits
ultimate power base firmly within the Congtitution,
<0 this isa powerful organization.

If a union is formed, then the eected represen-
tative has the right to attend company management
meetings. The company must fund the union to the
tune of 2 percent of al employees sdaries each
month (staff must also make a small contribution).
Funds should be used for workers' education, wel -
fare and entertainment and may also be used to pro-
vide lega support to employees with grievances
against the company.

Management interference can be minimized by
restricting the union representative's access to the
portion of meetings only at which staff and workers
rights are to be discussed, while budgetsfor the use
of union funds can aso be agreed upon and imple-
mented. n

Chris Devonshire-Ellis is the Senior Partner of Dezan Shira & Associates - www.dezshira.com
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Finance

FHnancial performance remained sound
and stable in October, said the People's
Bank of China (PBC), the country’s centrd
bank.

In October, the money supply increese
quickened (see grgph 1). During this month,
atotd of 72.3 billion yuan of cash waswith-
drann from drculation, 34.3 hillion yuan
more than that in the same period last year.

At the end of October, the outstanding

Graph 1: Money Supply, Oct.
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renminbi and foreign currency |oans among
al finandd indtitutions stood at 23.39 tril-
lion yuan, up 14.4 percent compared with
the year-eerlier period (see graph 2).
Among the total renminbi loans, those from
households and non-financial indtitutions
increased 19.1 percent and 14.4 percent,
respectively, year on year.

In October, 17 billion yuan of renminbi
loans were added to the baance, 9.4 billion
yuan less than the figure in the same period
lagt year. Of them, newly increased medi-
um- and long-term | oans stood at 83.8 bil-
lion yuan, 31.9 hillion yuan more than in
the same period last year, while short-term
loans and paper financing saw a decline of
70.5 hillion yuan.

The month-end outstanding renminbi
and foreign currency deposits of al financia
ingditutions arrived at 34.21 trillion yuan in
October, gaining 16.3 percent over the yeer-
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was 0.2 percentage points higher than the
rate ayear ago. From January to October,
demand deposits from corporations
increased 704.6 hillion yuan, 601.5 hillion
yuan more than the figures in the same peri-
od last year.

In October, transactions in the inter-
bank market amounted to 3.37 trillion yuan.
Evey day, transactions stood at 187.3 hil-
lion yuan, soaring 73.6 percent, or 79.4 bil-
lion yuan, compared with the same period
last year.

Price

CPl In October, the consumer price
index (CPI) was 1.4 percent higher than that
in the same period last year, said the
Nationd Bureau of Satigics (NBS). The
CPI rose 1.4 percent in urban areas and
ganed 1.3 percent in rural areesyear on
year. On amonthly bas's the CPI inched up
0.1 percent from September. From January
to October, the CPI rose 1.3 percent com-
pared with the same period last year.

By category, the price of food increased
2.2 percent while that of non-food products
went up 1 percent from ayear ago. Prices of
consumer goods and services grew 1.4 per-

Graph 3: Food Price Changes, Oct.
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dropped 7.6 billion yuan, decreasing for the
first time snce June 2001. With active trans-
actions in the stock market, part of the sav-
ings deposits were invested into the sock
market.

The month-end renminbi depositsfrom
corporations registered an increese of 15.6
percent to 10.7 trillion yuan. The growth

cent and 1.5 percent, respectively, year on
year (seegraphs 3 and 4).

PPI In October, the producer price index
(PPI) for manufactured goods increased 2.9
percent from ayear ago, sad the NBS. Of
thetotd, purchasing prices of raw materids,
fuels and power jumped 5.6 percent year on
year.
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Graph 5: PPI Changes, Oct.
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Producer prices of capital goodsregis-
tered a growth rate of 3.8 percent over the
year-earlier period, while those of consumer
goods inched up 0.6 percent compared with
the same period last year (see graph 5).

In October, producer prices of crude ail
went up 9.2 percent over ayear ago.
Among refined oil products, prices of gaso-
line, kerosene and diesdl edged up 14.7 per-
cent, 13.2 percent and 11.7 percent, respec-
tively, year on year.

During this month, producer prices of
raw cod climbed 2.7 percent from ayear
ago. Prices of andting and pressing of fer-
rous metds saw adecline of 0.8 percent
compared with the same period last year,
whilethose of smdting and pressing of non-
ferrous metals went up 27.1 percent year on
year.

In October, purchasing prices of fud
power, non-ferrous metal materias and
chemica materids grew 6.9 percent, 37.4
percent and 3.4 percent, respectively, year
on year, while those of ferrous metal materi-
asdid 0.8 percent from ayear ago.

Inthefirst 10 months, the PPl went up
2.9 percent compared with the same period
last year and purchasing prices of rawv mate-
rids, fuels and power climbed 6.2 percent
over ayear ago.

Beijing-HK Cooperation

The 10th Beijing-Hong Kong Economic
Cooperation Symposium was held on
November 15-16 in Hong Kong to further
boost development of economic relations
between the two parties.

Hong Kong has been the largest over-
seas investment source to Beijing. By the
end of June 2006, 8,370 Hong Kong-invest-
ed enterprises had been established in
Beijing with the paid-in capitd of $7.68 bil-
lion. Meanwhile, Beijing hasinvested 63
enterprises in Hong Kong with the commit-
ment of $290 million.

Hong Kong is also the second largest
export destination of Beijing. In 2005, trade
volume between Beijing and Hong Kong
stood at $4 billion, soaring 94.3 percent year
on year. Of thetota, Beijing exported $3.15
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billion worth of goods to Hong Kong, 1.4
times the figuresin the previous year.

In the tourism sector, there were
313,900 Hong Kong tourigs visting Beijing
in 2005 and at the same time, the number of
Beijing tourists to Hong Kong kept double-
digit growth.

The symposium dso aimed to promote
cooperation between the two parties in the
finandd industry.

Heavy Oil

China produced 23.86 million tons of
heavy oil lagt year, representing 13.2 percent
of the country’s oil output, said Ja
Chengzao, Member the China Academy of
Sciences.

Heavy ail, acatchdl term for ail shale,
ail sand, natura asphat and natural gas
hydrate, is becoming an increasingly impor-
tant substitute for conventiond energy
resources in China Production isincreasing
and technologica advancement is helping to
reduce exploitation costs.

New palicieswill be formulated to
encourage the exploitation of uncorvention-
d oil and gasresourcesto ease Chind's
energy shortages, said MaKai, Chairman of
the National Development and Reform
Commission. Devel oping unconventiona
oil and gas resources has been included into
the country’s 11th Five Year Plan (2006-10)
as a necessary measure to meet avoracious
demand for energy.

China boasts abundant heavy oil
resources and “ has discovered atotd of 70
heavy ail fiddsin 12 basins after 50 years
of exploration,” said Zhao Xianliang, an
officid with the Ministry of Land and
Resources

Zheng Hu, Vice Presdent of the China
Nationa Petroleum Corp., said that China
has 19.8 hillion tons of onshore heavy oil and
asphdt reserves, which account for 20 per-
cent of the country’stotal petroleum reserves.

Meanwhile, the country has 47 billion
tons of oil shale reserves, with 16 billion
tons exploitable, and has 6 billion tons of
oil sand reserves, with hdf of them
exploiteble. .
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Is the Government
Entitled to Sell the Rights
To Place Names?

uhan Municipal Civil

Affairs Bureau has

decided to expand chan-

nd sto finance the man-

agement of place
names. In October, it announced that nam-
ing rights of selected places in the centra
China city are to go under the hammer and
be sold to the highest bidder.

In accordance with newly published
regulaions, the Wuhan loca government
will be paid by companies after they are
granted the right to name such public facili-
ties as streets, flyovers and squares, as well
as residences and high-rise buildings. One
dipulation says that the list of places cov-
ered mugt be facilities that are new or have
not been named.

Place naming can be carried out in two
ways. If only onecompany isinterested, the
naming right may be granted through nego-
tiation between the company and the gov-
ernment; if more than one is interested in
naming rights, that right is to be auctioned.
Besides, if acompany offersto financeroad
congtruction, the road is to be named after
the sponsor.

According to the regulations, naming
can include the particular company’s name
or brand names, but people’'s names, or
those that may affect social stability, are not
permitted. There is dso a time limit for
naming rights, that is nameswill be used for
15-20 years and then be auctioned again.

The practice of paying for naming
rights has dready been carried out in nearly
20 cities around China like Qingdao,
Shenzhen and Changchun. Some sociolo-
gists believe this practice should be moder-
ately encouraged, asit increasesfunds avail-
able for public facilities and adds to
involved companies’ reputetion.

Neverthel ess, opponents point out that
when making the decision, local officials
seemed to forget that the names of public
places are adso public assets, which
belong to al of the people. They argue
that the government is entrusted by the
people to manage these special public
resources, S0 it actually does not have the
right to auction the naming rights.
Moreover, when the naming rights for
certain places expire, there would be a
new name to replace it. Frequent renam-
ing will trouble those who have to con-
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tend with regularly learning a new name
for their local park, for example.

Many benefits

Cao Yusheng (Director of Wuhan
Place Name Management Commission):
Place names are public resources, but they
will always remain potential resources if
not transformed into tangible ones
through such practice as companies pay-
ing for the naming rights. When the gov-
ernment ispaid by transferring the naming
rights, more investment in public facilities
will be possible, to the benefit of the
whole society.

When conducting the business, we'll be
very careful. Not all place names are to be
auctioned. Names that are of historical and
cultural sgnificance to Wuhan and those
that loca people identify as part of their
liveswill not beinvolved. Second, namesto
be used must be sound and Chinese.
Foreign names are forbidden. Only compa:
nies with good reputation will be consid-
ered and vetted.

Also, according to the Regulations on
Place Name Adminigtration issued by
the State Council, peopl€'s individua

names are not permitted to be used as place
names.

Revenues from the auction will al be
turned over to financia departments for
place name management. The government
actually can receive no extra benefits from
the practice.

Lei Hui (hlj.rednet.cn): | think theprac-
tice of paying for naming rightsis acceptable,
asitisatypica exampleof “Pareto improve-
ment” A central theory in economics terms,
“Pareto improvement” means a change that
makes somebody better off and nobody
worse off. Who isto benefit from the naming
right auction? First is businessesinvolved, as
they’ll become better known, thus gaining
morein economic returns; second isthe gov-
ernment, as the auction will surely bring it a
large amount of revenue Will this practice
cause harm? In this equation the only party
that islikely to be subject to lossesisthe pub-
lic, 0 let's have a look whether the public
rightswill be affected.

Before the new naming system i s adopt-
ed, the naming rights did not belong to the
people, but to the loca government; with
the new system, the rights do not belong to
the public either, but to the buyers. At no
point will the basc function of place
names—such as the indication of direc-
tions—be changed whether it's named by
the government or companies. As for the
historicd and cultural significance of a
place name, it must be admitted that the
government adways pays more attention to
people'sfedings in this regard while com-

-
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panies may not. Thiscould be the only flaw
in the new system.

Nevertheless, people's feding toward
their city won’t be hurt, asnot all the names
are to be auctioned, especidly those that
represent the history and cultural features of
Wuhan. And dso not al companies are
alowed to participate except for those with
good reputation.

I cannot see any harm in adopting the
new naming system, so why are there so
many critics?

Chen Cai (hlj.rednet.cn): The new
naming system s criticized asa“ power-for-
money” deal. What is this? Smply put it
means to trade power for huge benefits. In
the case of naming right transfer, if compa-
nies are able to gain the rights a a much
lower cost than they now have to pay, just
by bribing officials, and the funds dl fall
into the pockets of the government staff,
then it might be right to accuse the govern-
ment’s practice of being illegal. But in real-
ity, the right tranferring is a transparent
process and the government isjust perform-
ing its obligations in regulating the process.
Furthermore, the local government has also
announced that revenueswill be turned over
tofinancia departments as naming manage-
ment fees. To some extent, the new naming

system is an effective way to

| avoid power-
for-money
STREET HmE-E)
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Place naming right is an important part
of urban resources. To auction the right is
based on market rules, if handled properly,
it will bring benefits not only to urban con-
gtruction but aso to the improvement of
local people’'swefare. Of course, standard-
izing the process isimportant.

or not, but in how it is sold. As public
resources, placenamesare closdly relaed to
people's everyday life. The names come
into being thanksto the public’'s recognition
and become popular owing to its spread
among the people. Hence, it depends on the
public whether naming rights should be

Unacceptable

Dongfang Yan
(Wwww.xinhuanet. com):
To fully tap public
resourcesis undoubtedly
wonderful, but while
doing so, public interests
are not supposed to be
impared. As far as the
new naming system is
concerned, it is feared
that short-term benefits
may lead to the loss of
the public's long-term
interess and behind the
naming right issue is
actualy the conflict
between  government
interessand publicinter-
esds

In what aspects will
public interests be hurt?
Most importantly, to
empower companies in

cellphones?
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Dear Readers,

“Forum” is a column that
provides a space for varying
perspectives on contempo-
rary Chinese society. In each
issue, “Forum” will announce
the topic for an upcoming
issue. We invite you to submit
personal viewpoints (in either
English or Chinese).

Upcoming Topic: Should
government relief recipients
be restricted from using

E-mail us at xgpan@cipg.

Please provide your name,
telephone number, zip code
and address along with your

Editor: Pan Xiaogiao

The administrative
power is not supposed
to make the decision,
as the right belongs to
the peoples con-
gress—the public’'s
representative  inditu-
tions. The government
is not the owner of
public resources, so if
it wantsto make use of
public resources for
profits, it must act in
accordance the
Constitution and laws,
together with the per-
mission from the peo-
ple's congress.

My quedtion is: Is
the Wuhan local gov-
ernment entitled to
adopt the new naming
system? Is this system
endorsed by the peo-

s0ld or not.
\

place naming will affect

the symbolism and heritage of history and
culture in a city. Apart from this problem,
people and busi nesseswill need to frequent-
ly mention these new names, which they
may be unwilling to do. In other words,
together with the naming rights the govern-
ment is dso salling the freedom of locals as
they are forced to mention certain compa
nies names every day.

There does exist conflict between gov-
ernment interests and public interests, as
the decisons rest in the hands of the gov-
ernment, and under the camouflage of
“public resources for society”, the public’'s
say is stifled.

We are trying to build up a transparent
and people-oriented government, which is
expected to put public interests first. While
handling public resources, the government
must keep it in mind that itsobligation is to
offer services rather than directly perform-
ing the decison-making right against peo-
ple'swill. The government should practice
its decision-making right after fully consult-
ing the people and should alwaystry to safe-
guard the public's legitimate rights and
interests. Moreover, the public should be
granted the right to say “no” when it comes
to public resources.

Yang Wenhao (www.people.com.cn):
In my opinion, the key to the problem does
not lie in whether naming rights can be sold

pl€'s congress? Is the
decison made on the basis of full discus-
sion among loca people?

Cao Lin (www.hebei.com.cn): Some
believe that without auctioning names,
full use is not being made of public
resources. And if the auction can not only
increase financial revenues but also help
to make the companies better known, why
not do it? The problem istoo much atten-
tion is paid to economic benefits, while
local people's feelings are being over-
looked. The practice of “places to be
named after the wealthy” will seriously
hurt peopl€'s feelings toward their home
cities, making the city seem unfamiliar
and unfriendly.

To urban residents, the city isnot asim-
ple combination of buildings and signs, but
a series of names of bridges, streets,
squares, etc. Every day, they see the names,
mention them and pass by or stay in the
places bearing these familiar names. That's
why in many cities the people are asked for
names of public buildings. In this way, a
kind of cultural agglomerate takes shape as
the public is actively involved in the whole
process of place naming.

Naming right auctions, however, will
cut the invisible cultural connection
between the people and local place names,
which is likely to further wesken ther
atachment to their home cities. .
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By TOM CARTER

erhaps the single most reassuring
fact about travel in the People's
Republic of Chinais its remark-
ably low crimerate

The Ministry of Public Security (MPS),
the prindpa authority of domestic crimina
procedures, earlier this year announced a 15
percent dedinein violent crime (4.5 million
reported cases for 2005), while common
property infringement incidents such astheft,
fraud and robbery, which account for 80 per-
cent of dl cases rose by only 1 percent.

Cosmopolitan cities such as
Beijing and Shanghai, which
annually attract tens of millions
of oversess visitors on business
or holiday, applaud themsalves
for providing public order and rel-
atively sofe city streets where one
canwalk at just about any hour inrel-
ative safety.

But al is not necessarily
quiet onthehomefront. Inan
uncharacterigtically candid
public admission, the
MPS has reported a pan-
demic of illicit drug traf-
ficking in Chinaled by an
increasing number of for-
eign crime syndicates,
reportedly from the African
regimes of Nigeria and
Liberia and triads from
neighboring Asian countries.

Moreover, violent crime on the
southern shore is notoriously rampant in
Guangdong, making it the only provincein
China's mainland to arm police with guns.

Nor is this to say tha Westerners are
entirely exempt from either being thevictim
of , or committing, more serious crimes.

| have found mysdlf in severd situations
while traveling extensively throughout
China. | fondly remember the street gang
who confronted me in a darkened dley in
Inner Mongolia, or facing off with a
pickpocket in crowded Qianmen hutong in
Beijing with a baying crowd of onlookers
teking great delight in watching a 196cm
waiguoren vigilante.

Then there was that time in Chongging.

The author is an American cur rently backpacking
through all of China’s provinces.

B2

Keeping
A Lidon
Crime

ON THE RUN:
While crime is rising,
China is still safer than most

Not exactly heralded as a top tourist deti-
nation, the interior municipality of
Chongqing, located on the rusty banks of
the Yangtz River, uncannily resembles a
lawless early-century port-of-cal of mar-
itime merchants, hardened dock |aborers
and waterfront brothels.

Anovernight stay inasmall hotdl on the
outskirtsof China'slargest, and hottest, city,
turned into a midnight braw! after a polite
request on my part to ask three obvioudy
drunk men loitering in the hallway to settle
down, was met with ahostile response.

A push on their part led to a not gentle
shove on mine, sending one of the men fly-
ing back into his two friends. The next few
moments were a feral blur, and for a short
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time | laudably held my own. But six bare
fists can infdlibly do more damage than
two. Thetough guys retreated into the night,
leaving me breathless and battered.

The police arrived thereafter and took
me to the Public Security Bureau to get a
statement. It was determined that the hotel
security guards failed to serve their purpose,
and it was a0 found that the hotel did not
follow gtrict municipa protocol in copying
the three perpetrators identification cards
bef ore accommodating them, which would
have ass sted the police in their investigation.

This meant that it was my right under
Chinese law to demand an immediate finan-

da settlement from the hotel proprietor—
for my troubles you see—though it
hardly made up for the bang up job
those inebriated gentlemen did
onme
To be sure, the
aforementioned
incident is an
isolated one,
with a great
majority of
expatriates
being lucky,
or not, to see
so much action
during their stay
in China (“1 was
overcharged!” seems
to bethe leading complaint).
With only one police officer
for every thousand residents in a
population of 1.3 billion, and more
than 40 percent of manland precincts
having fewer than five officers, compound-
ed with agenerd lack of funding, resources
or state-of-the-art technology, China's
police ought to be commended for main-
taining an impressively low national crime
rae.

Let there be no misteke: Xinhua News
Agency has reported that there were twice
as many reported crimind cases in 2005
than in 1990, and six times that of 1980. But
compared to hyper-violent icons of the wild
West such asLos Angeles and New York, it
is no wonder that China is witnessing an
increasing number of foreigners residing in
its gleaming municipalities. China remains
one of the datistically safest countries to
vigt, and the rest of theworld would do well
to take notice. .
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If you're an expat living in China and have a story or opinion about any aspect of life here,
we are interested to hear it. We pay for published stories. Submissions may be edited.
E-mail us at contact@bjreview.com.cn
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