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Cooperating on IPR Protection

By LI NING

entieth Century Fox Home Entertainment signed in Beijing in
I mid-October an exclusive cooperation agreement with Zoke
Culture Group, a Chinese audio and video publisher, with a

view to offering DVDs and VVCDs of its classic and latest movies
to China's home entertainment market through Zoke's extensive
network. This can be seen as anew step forward in intellectua
property rights (IPR) cooperation between China and the United
States.

U.S. Commerce Secretary Carlos Gutierrez, who was then vis-
iting China, attended the signing ceremony. He said that inter-
enterprise cooperation of this kind would become another “ strate-
gic weapon” in thetwo countries’ joint fight against piracy.

IPR protection is of rising importance to China-U.S. economic
relations. Both sides have reached a consensus thet piracy in China
not only hurts American companies interests, but aso hinders the
further development of bilatera trade.

Chinese Commerce Mingter Bo Xilai madeit very clear that
while Chinais making great efforts to encourage crestivity, the
country regards | PR protection as a nationa strategy. The Ministry
of Commerce has set up centers in 50 cities around the country to
handle complaints about | PR infringements, which by the end of
September had investigated more than 15,600 cases.

In accordance with the Chinese Government’s Action Plan on
Intellectual Property Protection 2006, rel eased at the beginning of
this year, Chinahas dready carried out 19 international exchange
and cooperation projects, covering IPR legidation, as wel as pro-
tection of trademarks, copyrights and patents. Seven of the pro-
grams are happening between China and the United States. These
include Chinasimport of American expertise on the fight against
online piracy, the training of law enforcement personnd, and joint
studies of the influence of piracy on nationd security, cultural secu-
rity and the development of human society.

Didogue is the best way for Bejing and Washington to solve
ther disputes regarding | PR protection. According to Gutierrez, the
U.S. Government had sent an intellectud property attaché to Beijing
and at the beginning of 2007 one more ataché will be dispatched to
Guangzhou, capital of south China' s Guangdong Province, to
strengthen dialogue and cooperati on between the two countries.

It must be pointed out that PR protection isagloba concern.
According to datigtics from the American Film Institute, the
United States suffered aloss of $6.1 billion from movie piracy
around the world in 2005, of which $240 million was attributed to
pirated productsin China That is to say, quite afew countries apart
from China have done harm to U.S. movie copyrights. Hence, it is
necessary for the United States to protect itsintellectua property in
amore extensive manner.

The Chinese Government understands clearly that |PR protec-
tion isnot only compulsory under World Trade Organization rules,
but more importantly, it is crucia to Chind's own development.
Therefore, Chinais stepping up efforts to upgrade its | PR protec-
tion system and to formulate relevant laws and regulations, so that
therights will be respected and more effectively protected. The
United States' suggestions on how to protect intellectua property
rightsin Chinaare welcome and it is believed that in the near
future the two countries will have more effective cooperation
inthisfield. .

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.



Committed to
Education

Educationisthelifeswork of
Zhang Baoging, but money now
is histop concern. The former
vice minigter of education
supervises the China
Educeation Development
Foundation (CEDF), the
country’sfirst publidy
funded organization of its
kind.

By the end of
November, the foundation
had raised 264 million
yuan, including a donation
of 3 million yuan from for-
mer Chinese Premier Li
Peng. More than 13,000
students from impoverished
families have been
included in its
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IS not with total payments
only the reaching 40 million

government’s responsibility yan

to help students in difficulties,

but the responsibility of us all.”
Zhang Baoging

But Zhang pays
more attention to
the 200,000
applications for
help hisfounda

CL he state supports nongovern- tr'gger\‘ﬁ;
I mental organizations engaged Throughout the
in relief efforts for students country, there
from poverty-stricken families and ;’J&f‘;ﬁ’t ;"i'r'l"on
encourages all sectors of society to schools a all lev-
contribute to educational develop- elsin danger of
ment, so as to build a more dropping out due

to financid difficul-
ties, according to
officid statistics.

At the inauguration
of the CEDF in March,
Zhang said the organization
was established to mobilize al sec-
tors of society to contribute to the estab-
lishment of an efficient relief systlem for students in difficulties.

From then on, Zhang, 62, has launched a nationwide fundraising campaign. “No
matter how big or smdl adonation is, we welcome it,” he said.

Zhang attributes his dedication to helping poor students to a wholehearted gratitude
for the government sponsorship that helped him through his school years. He said his
next objective is to increase the available capitd of CEDF to 1 billion yuan and make its
working procedures more transparent.

Despite the increasing strength of CEDF, Zhang stresses that nongovernmental relief
organizations can only play a supplementary role in aiding poor students and calls for
governments at all levelsto increase the coverage of the state-run student loan system.

Prior to hisretirement from the government in October 2005, the outspoken oppo-
nent of the commerciaization of education had repeatedly advocated that education isa
kind of public service and the government is obliged to invest init.

extensive network for this

purpose.”
Chen Zhili, Councilor of
the State Council

PEOPLE & POINTS

“This government believes
strongly that the time has
come for national
reconciliation.”

Canadian Prime Minister Stephen
Harper, speaking to the House of
Commons hours before the parliament
overwhelmingly adopted a resolution on
November 28 stating that Quebec
Province represents a “nation” within
Canada

“Religions are for peace and
reconciliation—they should
not be interpreted otherwise.”
Pope Benedict XVI, calling for

“authentic dialogue” between religions
during his visit to Turkey

“We have to remain by the side
of one another and share the
sorrows and happy moments
of each other.”

Iranian President Mahmoud
Ahmadinejad, pledging help for security
and peace in Iraq during a meeting with

his Iragi counterpart Jalal Talabani in
Tehran

“Increased demand for energy
from China isn’t the only thing
driving up the global oil price.
In fact, market fundamentals
demonstrate that as long as
investment goes to fueling oil
production, there will be
enough oil at affordable prices
for the world economy.”

Noe Van Hulst, Director of Long-term

Cooperation and Policy Analysis at the
International Energy Agency

“The issue for us is to

make sure we are extremely
well-planned and ready for the
six-party talks [on the Korean
nuclear issue], which we do
anticipate will get going at
some point very soon.”

U.S. Assistant Secretary of State
Christopher Hill, speaking to reporters
before talks with Chinese and North

Korean negotiators in Beijing on
November 28
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WEEKLY WATCH

Lasting Expectation

The emblem of the 16th Asian Games, to be held in south China’s Guangzhou City in
2010, was unveiled on November 26. The ascending lines of the design are modeled
after the contour of the host city’s symbolic five-goat statue and reflect the shape of a
torch.

The emblem expresses Guangzhou’s hope that the flame of the Asian Games wiill
remain lit forever, said organizing officials.

The Asian Games is the largest sports event in Asia. Doha, Qatar is the host of
this year's games from December 1 to 15.
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SOCIETY

Affordable Olympics

The Bdijing Organizing
Committee for the Games of
the XXIX Olympiad (BOCOG)
reveded pricing schemes for
the mogt affordableticketsin
recent Olympic history on
November 29.

Fifty-eight percent of the
tickets for sdewill bepriced a
or lower than 100 yuan. In line
with the Olympic Education
Program, BOCOG hasds dlo-
cated anumber of spedid tickets
to encourage attendance among
China syouth. Thosetickets for
preliminarieswill be availeble
for sudentsat 5 yuan and for
finalsat 10 yuan.

Pricesfor prdimineries
range from 30 yuan to 300 yuan,
while thefindswill be priced at
60 yuan to 1,000 yuan.

Ticketswill become avail-
adlein Chinain thefirst haf of
2007.

Power Failure Snuffs
Satellite

Thefalureof Chindsfirs
large direct-to-home broadcas-
ing satdllite SinoSat-2 was con-
firmed one month &fter it was
launched into spece.

On November 28, a
gpokesman for the satellitel's
owner, Sno Sadlite
Communications Co., acknowl-
edged publidy that SinoSat-2
suffered atechnicd fallureon
Novembea 8 when the solar

power pand s stopped working.

tute satellite will not be acar-
bon copy of the previous one
and we are expecting more
technicd upgrades”
Spokesman Fan Xinming said.
Fan also sad further investiga
tions are being conducted into
manuf acturing faults and the
development of a subgitute
satd lite for the failed SinoSat-2
will take at least three years.
The satellite was designed to
serve broadcast TV, digitd TV,
live broadcast TV and digitd
broadband multimedia systems
on the Chinese mainland, Hong
Kong, Macao and Tawan.

Pension for Rural
Residents

Only 12 percent of Chinds
nearly 500 million rurd laborers
participated in the old-age pen-
son sysem by the end of last
year, said a senior official with
the Ministry of Labor and Socid
Security (MLSS).

Liu Conglong, Vice
Director of the Department of
Rural Socid Insurance of the
MLSS, said alot of input is
needed for awell-functioning
rurd pension system.

On the governmentd leve,
Liu said the Central Government
hed not appropriated any funds
for rurd old-age socid insurance
dnce Chinalaunched itsrurd
penson schemes in 1991 while
the urban penson system could
get an annud subsdy of more
than 50 billion yuan.

Moreover, he said no effi-
dent finandd products were

o

FIGHTING AIDS Over 500 students from 20 universities in

YNHNSIF DN

Beijing participate in an oath-taking ceremony at Peking
University on November 27 to become AIDS volunteers. Their
duties involve educating the public and conducting surveys

increesethar vdue as no prefer-
entid interest rates existed for
savings and no spedial treasury
bond types exiged for rurd
insurance funds.

Crackdown on Gangs

Chinese palice authorities
said more than 1,300 crimind
gangs have been broken upin
the latest campaign againg orga-
nized crime. In China, organized
crime gangs are sometimes pro-
tected by officids through
bribery, threats or other means.

Between March and
October, Chinese prisons
received 887 new inmates
charged with gang crime, Hu
Yiding, Deputy Director of
Prison Administretion under the
Minigry of Judtice, said.

By theend of October,
police had referred 196 cases
of dleged organized crime for
prosecution and 1,347 criminal
gangs had been broken,
according to the office for the

Thisshowsthet the cam-
paign againg organized crime
has been effective, said a
gpokesman of the office.

Restrictions on Medical
Ads

China has revisad its regula
tionson medicd sarvices adver-
tisements.

Thenew regulations which
will take effect on January 1,
2007, seek to iminate exagger-
dion of the effects of certain
medical treetments by banning
the mention of specific diseases,
The Beijing News reported.

An ad can reved no more
than the following information:
the name of the medical indtitu-
tion, its address and phone num-
ber, pedidty and qudifications,
type of ownership, number of
beds and opening hours.

Thenew regulaions aso
increase the pendty for vidating
thelaw. In serious cases, the
licenses of medicd inditutions

“The company is drafting a avalablefor rurd sodd insur- national campaign against can be suspended or even
replacement plan. The substi- ance fundsto maintain and organized crime. revoked.
ARCHITECTURAL B B VY YEAR
FASHION Models 'l‘ Chinese
exhibit a line of jewelry
clothing by ﬂ stores woo
Chinese fashion customers
designer Zhou with
. Xiaodan titled pig-shaped
“Flowing gold
Forbidden City” ornaments
in Tokyo as months
part of ahead of
a monthlong the coming
Chinese culture Year of
festival the Pig
in China’s
lunar
calendar
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ECONOMICS

Rules for Foreign Banks

Chinahas granted oversees
banks afive-year grace period to
comply with arequirement that
their loan-to-depodt ratio be less
than 75 percent inanew imple-
mentation rule released
November 28.

The new implementation
rulesteke effect on December
11, when Chind s $5.2 trillion
banking sector isopened under
the country’s World Trade
Organization commitment.

Foreign banks that incorpo-
ratelocdly haveto meet the
requirement by December 31,
2011, the China Banking
Regulatory Commisson said on
itswebgte.

The watchdog made the
new ruesinlinewitharule
reeased on November 16 stipu-
lating that overseas banksthat
want access to the full spectrum
of retail yuan business must
incorporate localy with aregis
tered capital of nolessthan 1
billion yuan.

If not, they can hold single
deposits of 1 million yuan or
above, shutting the door to smdl
dients
New High for Renminbi

The vaue of the renminbi
against the U.S. dollar hit anew
high on November 29, with the
central parity rate at 7.83%4 yuan
to $1, bresking the 7.84 mark.

Thisdgnifiesthat theren-
minbi’s vaue has risen 5.32 per-
cent since July 21, 2005, when
the Chinese Government

BEIJING REVIEW DECEMBER 7, 2006

launched itsreform of the
exchange rate system to dlow
the yuan to float against the U.S.
dallar within adaily 0.3 percent
band from the officid central
paxity rate

The exchangerate was st a
about 8.28 yuan per U.S. dallar
beforethereform.

The yuan's appreciation is
atributed to the continuous
dump of the U.S. dallar and
expectationsfor an interest rate
drop in the United States, said
andyds.

Chindssoaring foreign
exchange reserves and the rock-
eting trade surplus are o con-
Sdered important factors that
pushed the yuan's vdue to new
highs

Later Retirement?

The government is consider-
ing raising the mandatory retire-
ment age to plug the huge deficit
in the pension fund, the China
Economic Weekly reported.

The socia security fund was
800 hillion yuan inthered & the
end of |ast year, compared to a
36 billion yuan deficit in 2000,
the Chinese-language magazine
sad, dting aMinistry of Labor
and Sodid Security document.

The magazine quoted
unidentified ministry offidals as
saying that they would put for-
ward aproposd to rasethe
retirement ageto higher authori-
tieswithin amonth.

Officid gatistics showed
that in 2000, the average retire-
ment age was 51.2, much earlier
than the requidte age of 60 for
men and 55 for women.

Checked Growth

Growth of Chinasgross
domestic product (GDP) is
expected to dow from around
10.5 percent this year t0 9.25
percent next year as areault of
the government’s macroeconom-
ic controls, according to areport
jointly rdeased by the Institute
of Economics of Renmin
Universty and China Chengxin
Credit Management Co. Ltd.

The report said after pesking
thisyear, the growth of the coun-
try’s GDP is expected to dedine
with implementation of more
gringent macro-controls next
yedr.

According to its esimates,
Chinas GDP will grow by
10.48 percant this year, with
investment in fixed assetsup 27
percent and the Consumer Price
Index up 1.5 percent.

China's GDP growth began
to eaein the second hdlf of this
year, showing that the macro-
economic control policies aimed
a cooling down the economy
have teken effect and thetrend is

L -

likdy to continue next year, said
the report.

Vibrant Online
Entertainment

Chind's Interet video audi-
ence will nearly double this year
to 63 million, and its members
will pay 400 million yuan to
waetch goorts, TV seriesand
movies online, according to an
industry report relessed
November 27.

By 2010, consumer spend-
ing for online entertainment will
more than double to over 950
million yuan, Shanghai-based
consultancy firm iResearch sad.
Even with such robust growth,
however, that figure will account
for only aportion of the sector’'s
total revenue as more companies
will want to advertise through
video platforms, the report pre-
dicted.

Thetota market is expected
to generate 34 hillionyuan in
sdesby 2010, of which more
than 70 percent will come from
advertising.

ol A Y

NATURE’S BOUNTY Farmers from Ningxia Hui Autonomous
Region enjoy a good harvest of corn

VENOMOUS
REBIRTH On the
island province
of Hainan,

a 100-year-old
upas tree that
was uprooted
in a typhoon is
replanted on
November 26
with the
assistance

of heavy
machinery
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A WARM
FEELING
Animals
from
Southeast
Asia and
Africa in the
safari park

in northeast
China’s
Qinhuangdao
City have
been moved
to new
“apartments”
with heating
in the chill of
winter

WEEKLY WATCH



WEEKLY WATCH

DEADLY CRASH A member of the Iranian Revolutionary Guards stands in
front of the debris of a military plane that crashed at Mehrabad Airport in
Tehran on November 27. All 39 people on board were killed

BLACK RIVER A chemical slick
seen on the lower right flows on
a river in Marilao Town north of

# Manila in the Philippines.=At least
20 people living nearby were
hospitalized after chemical waste
was illegally dumped in the river
on November 28

CEASEFIRE IN GAZA A Palestinian boy walks past a destroyed house near
the Jabalia refugee camp in Gaza Strip. A ceasefire agreement reached by
Palestinian Authority President Mahmoud Abbas and Israeli Prime Minister
Ehud Olmert took effect on November 26

PROTECTING WOMEN Parisians take to the street on

November 25 to mark the UN-designated International FINAL VICTORY A woman displays a mobile phone with a picture of Joseph
Day for the Elimination of Violence Against Women. Kabila as she celebrates on a street in Kinshasa. On November 27, Kabila

A recent government report shows that close to 100 was declared the official winner of the presidential election in the Democratic
women had been killed by their partners in France Republic of Congo in October after the Supreme Court turned down a legal
since January of this year challenge by the losing candidate

BEIJING REVIEW DECEMBER 7, 2006
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A WORLD OF BEAUTIES Miss Chile, Hil Yesenia Hernandez Escobar (second from left), 22, who claimed the 2006 Miss Earth title,

WEEKLY WATCH
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poses with the runners-up at the 2006 Miss Earth beauty pageant in Manila, the Philippines, on November 26
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STUFFING IT IN Contestants begin eating turkey at the Thanksgiving
Invitational Turkey-Eating Championship on November 22, at Artie’s

Delicatessen in New York. Pat Bertoletti (third from left) won the contest
by eating 2.177 kilos of turkey in 12 minutes
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CHECKING BIRD FLU South Korean health officials wearing sanitation

suits sprinkle lime powder on a road leading to a chicken farm in lksan
where H5N1 bird flu outbreaks were confirmed on November 28

BEIJING REVIEW DECEMBER 7, 2006

ENDANGERED PEACE Sri Lanka Special Task Force
soldiers examine vehicles and people entering
Colombo. On November 27, the rebel Liberation Tigers
of Tamil Eelam declared the peace process with the
government defunct, saying it would press for an
independent state for the island’s Tamil minority
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GCementing Neighborly Bonds

President Hu Jintao’s recent trip to China’s southern neighbors is
a further step toward achieving regional harmony, experts say

By YAN WEI

‘ armonious’ seems to have
become ahot-buttonword in
theinternational community.

“We pledged to continue our

work toward a dynamic and
harmonious Asia-Pacific community by
building strong soci eties for the well-being of
our peoples’ stated the Hanoi Declaration
adopted by the leaders of the 21-member
Ada-Pacific Economic Cooperation (APEC)
forum at their recent summit.

This echoed Chinas current worldview
of a harmonious world developed under
President Hu Jintao. Addressng the APEC
summit in the Viethamese capitd on
November 18, Hu indicated that China
would join hands with APEC countries to
shape a harmonious, pesceful and
prasperous Asia-Pacific community.

The APEC forum was only one
of the numerous occadons on which
Hu has emphasized the concept.
Promating the idea was at the top of
the Chinese president’s agendaas he
toured Viee Nam, Laos India and
Pakigan from November 15-26,

experts sy.
Powered by trade

Ruan Zongze, Vice Presdent of
the China Indtitute of Internationd
Studies (CIIS), cdled Hu's four-
nation vigt “atour of good neighbor-
ly diplomacy” He stressed thet rda-
tions with neighboring countries are
of primary importancefor Chinaasit
sKks to build a harmonious world.
China has more neighbors than any
other country in the world, he noted, adding
that edablishing good ties with them is a
pressing strategic task.

Sharing Ruan’s views, Hu Shisheng, an
expert on South Asian studies at the China
Ingtitutes of Contemporary Internationa
Rdations (CICIR), bdieves the most con-
crete and notable progress made during the
trip wasin economic and trade cooperation.

Chinese Foreign Minigter Li Zhaoxing
recently briefed the media about Hu's tour.
According to Li, 54 documents were signed
on cooperation between China and other
countriesin variousfiglds, in addition to the

10

five joint statements and declarations that
were released.

Li said economic and trade cooperation
is a key component of Chinds relationship
with the four countries.

He noted that China and Viet Nam
sgned a number of cooperation documents
during Hu's vigt, stting out the framework
for bilatera economic cooperationinthenext
fiveto 10 years. Thetwo sides agreed to pro-
mote cooperation on major projects, expand
bilaterd trade and work together to push for-
ward negotiations oninvestment and trade in
savices rdated to a free trade agreement
between China and the Association of
Southeest Asian Nations (ASEAN), he said.

Viet Nam is a member of ASEAN,
which has agreed to set up afreetrade area
with China by 2010.

SYMBOLIC HANDSHAKE: Indian Prime Minister

Manmohan Singh meets Chinese President Hu Jintao in
New Delhi. The relationship between China and India is
believed to have global implications

Li sad China and Laos pledged to
expand bilaterd trade and enhance cooper-
aion in the fields of investment, communi-
cations, trangportation, infrastructure, ener-
gy and mining.

Chinaand India signed apact on invest-
ment promotion and protection, agreeing to
strengthen cooperation in the areas of infor-
mation and communication technology,
energy, infrastructure, science and technolo-
gy and agriculture, theforeign minister said.
The two Sides als0 set atarget of raising the
annua volume of bilaterd trade to $40 hil-
lion by 2010, he added.

Li said Chinaand Pekistan signed afree

[]

trade agreement that is projected to triple
their current bilatera trade to $15 hillion
within five years and to promote coopera-
tion in agriculture, transportation, energy,
finance and the information industry.

In an interview with Beijing Review, Hu
of the CICIR sngled out severa achieve-
ments that he believes are of specid Sgnifi-
cance. Given the fact that politica reations
between Chinaand Pekistan have been more
vaued than their economic rdaions, the free
trade agreement and the ambitious trade tar-
get are st to upgrade the countries econom-
icties, thus promoting across-the-board coop-
eration between the two countries, he said.

Hu noted that China made concession-
ay trade arrangements with countries in a
disadvantaged position in international
competition such as Viet Nam, Laos and
Pakisgan. He said with these
arrangements, China undertook
greeter respongbilities commensu-
rate with itsa mgor power statusin
the region. As it pursues common
development through expanding
economic and trade links, Chinais
demongtrating its policy of seeking
harmonious relaions with neigh-
boring countries, the expert argued.

MNP Mg

Working toward rapport

At apress conference after their
meeting in New Ddhi, Chinese
Presdent Hu Jntao and Indian
Prime Miniser Manmohan Singh
hailed bilateral relations.

Hu noted that China and India
share broad common interests in
bilatera, regiond and internationa
dimensions. “Bath China and India are con-
fident of our future relaionship and are will-
ing to work together to fecilitate al-around
and in-depth development of a dtrategic and
cooperative partnership,” he said.

Singh, for his part, asserted that cooper-
ation between India and China has global
significance. He said the nature and range of
agreements signed during Hu's visit pointed
to the consolidation and diversfication of
bilateral ties.

The warming up of relations between
Beijing and New Delhi has caught the
world's attention in recent years, but not
everything is rosy, experts say.
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Hu of the CICIR
obsarved that the two
countries are Hill suf-
fering from a lack of
trust, as evidenced by
the solemn and imper-
sona amosphere that
prevailed a the
leaders mestings.
Given this, he
pointed out that
thetimeisnot ripe
for rexolving the
border  dispute
between the two
countries. They
must make mean-
ingful concessions
before coming up
with a mutually
acceptable solu-
tion, he said.

During
Chinese Premier
Wen Jidbao's
vigt toIndialast
year, the two coun-
tries vowed to build
adrategic and coop-
erative partnership
for peace and prosperity. However, shaping a
partnership is a gradua process rather than a
god that can bereachedin oneleap, Hu sad.

Frequent and regular high-level visits
are an important part of a strategic partner-
ship, hesaid. TheChinese premier and pres-
ident paid visitsto Indiain the space of less
than two years, afact that he believes shows
the great importance the Chinese leadership
attaches to strategic exchanges with India

The expert noted that President Hu'svisit
provided afresh impetusto bilaterd trade. He
told Beijing Review that India often rgected
Chinese invesments in the communications
sector, ports and airports by citing security
concerns. In this context, the pact is expected
to strengthen their mutual trust. The $40 bil-
lion trade target is aso indicative of ther
resolve to cement trade rdaions. Moreover,
the two countries have started feaghility sud-
ies for aregiond trade arrangement st to be
completed by October next year.

Cooperation between China and India
on nuclear energy is being closely moni-
tored by experts. According to the joint dec-
larationissued by thetwo countries, interna
tiona civilian nuclear cooperation should
be advanced through innovative and for-
ward-looking approaches, while saf eguard-
ing the effectiveness of international non-
proliferation principles. “Although the dec-
laration did not lay out details, it may open
up prospects for cooperation in this hotly
contested field and is certainly a podtive
signd,” CICIR'sHu sad.
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TRADE BOOM: Chinese President Hu Jintao, General Secretary of the Communist
Party of Viet Nam Central Committee Nong Duc Manh (right) and Vietnamese
President Nguyen Minh Triet (left) press a crystal ball to launch a website for

promoting China-Viet Nam trade cooperation on November 16

A far-reaching theory

According to Ruan of the CIIS, neigh-
boring countries occupy a key place in
China's diplomatic strategy. Apart from
high-levdl visits, China held celebrations
marking thefifth anniversary of thefounding
of the Shanghai Cooperation Organization
and the 15th anniversary of the China
ASEAN dialogue partnership to strengthen
the bond with its neighbors this year.

“China has taken concrete actions to
expand common interests with neighboring
countriesin the spirit of seeking converging
interests” Ruan wrote in an artidle pub-
lished by china.org.cn, oneof Chind smajor
news and information webstes. “As the
framework for harmonious relations with
neighboring countries takes shape, China
has been increasingly recognized as the
‘anchor’ and ‘engine for the stability and
prosperity of these countries”

Ruan noted that China logt no time in
resolving border disputes with some neigh-
boring countries. By October 2004, it had
completdy demarcated its 4,300-km border
with Russia. Since 1999, Chinaand Viet Nam
have resolved issues concerning land border
demarcation, demarcation of the Beibu Bay
and fishing in the bay. Officids from both
sides recently agreed to accelerate the instal-
lation of border markers under an agreement
dgned last year on completing the demarca
tion of the 1,350-km land border by 2008.

Ching, the Philippines and Viet Nam
have started to explore the South China Sea

collaboratively, exemplifying
the principle of “shelving dis-
putes and conducting joint
exploration.”
Ruan dso noted that China
made every effort to
keep peace and g
bility in the border
region  through
confidence build-
ing. For example,
it dgned an
agreement with
India on the
political para
meters and
guiding princ-
ples for settling
their boundary
question last
year.
During
Presdent Hu's
visit to India, the
two  countries
reaffirmed ther
commitment to resolving
the border issue a an
early date. “The two are
determined to resolve
outstanding differences, including the
boundary question, through peaceful means
and in a fair, reasonable, mutualy accept-
able and proactive manner, while ensuring
that such differences are not allowed to
affect the podtive development of bilateral
relations,” said their joint declaration.

At the sametime, Ruan andyzed what a
harmonious neighboring environment could
mean to China. First of dl, it helps Chinato
secure a close and direct regiona market.
China's trade with neighboring countries
accounts for over 60 percent of itstotal for-
eign trade, whereas the investment it
receives from these countries takes up over
70 percent of thetotal foreign investment in
China, Ruan noted.

Also, he said establishing harmonious
relaions with neighbors is conducive to
political stability and security in the region.
Achieving harmony with these countries
ensures that China's modernization pro-
gram progresses smoothly a home as well.

Ruan underscored the need for China
to deviseits own vision ebout the future of
the world. Today, China is presented with
a good opportunity to introduce its diplo-
matic concepts to the world and strengthen
its “soft power,” as the international com-
munity is interested in what it says and
does, he said.

The theory of a “harmonious world’
helps the country counteract the “China
threat” rhetoric and have a bigger say in
international affairs, he commented. .
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A Positive Outlook

In 2006, Latin America’s political
situation generally was stable, the
economy continued to grow and foreign
relations developed in diverse ways

By JIANG SHIXUE

Political situation

Thisyear, morethan 10 Latin American
countries have held presidentia or parlia-
mentary elections, or both. Thus, the media
have dubbed 2006 the year of elections for
the region.

Except for Mexico, mog dections were
hddinapeaceful environment. After thedec-
tions, mogt defested candidates faced redity
and accepted the choice of the eectorate.

Left-wing leaders did not accomplish as
much as people expected. In late 2005, some
observers and andysts forecast thet the | ft-
wing forces of Latin America would contin-
ue to show their strength and dominate the
politicd arena However, so far, their
achievements have not been as outstanding
as predicted earlier, though left-wing politi-
cians successfully defested their rivds in
Brazil, Nicaragua and some other countries.

Since the 1990s, many Ldin American
countries have carried out politica reforms,
with the focus on dection laws. Such refaorms
have been successful in most countries Al
pdlitical paties participate in eections within
a democratic framework, and dectorates are
ableto expresstheir palitica choice by voting.

Stressing theimportance of maintaining
consistency in government policies, most
newly eected leaders said they would con-
tinue the policies of the previous govern-
ments so as to maintain the confidence of
domestic and foreign investors.

But perhaps Boliviais an exception. On

May 1, Presdent Evo Morales announced : *

that the country’s oil and natural gasindus-

try would be nationadized. The measures -

stirred apanic amonginternational investors
in the energy-related fields, and created ten-
sion in Bdlivids reations with Brazil,
Argentinaand other countries.

The pdlitical conflicts in some “problem
countries’ took a podtive turn this year. In
2005, palitical turbulence occurred in some
Latin American countries, such asHaiti, Peru,

The author is deputy director of the Institute of
Latin American Studies, Chinese Academy of Social
Sciences
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Ecuador, Nicaragua and Boalivia, because of
domestic politica, economic and socia prob-
lems. But in 2006, through dectionsand polit-
icd diaogue, these contradictions have been
dleviated to a greater or lesser extent.

Economic situation

The Latin American economy has grown
five percent in 2006, marking afour-year high-
growth period. The previous such high eco-
nomic growth period wasfrom 1991 to 1994.

The economic growth is closdly related
to the favorable external environment. For
example, the rapid devel opment of theworld
economy makes Latin America able to con-
tinue to expand itsexports, which will in turn
hdp the countries further improve their trade
positions. The UN Economic Commission
for Latin America holds that Latin America
ranks second in the world next to China in
terms of its export growth rate.

It should aso be pointed out that in
recent years the “China eement” has con-
tributed to the economic growth of Latin

America. As China has imported a good § g

number of primary products with high
prices from the internationa market, it has
benefited Latin American countries that
depend on exporting rav materials.

Currently, the Latin American economy
isinarising period with the following char-
acteridtics:

Firg, the podtive effects of externd de-
ments are increasingly prominent.

Although the recent g W

5 Wi
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economic rise of Lain Americacan be trib-
uted to thevitdity that economicreformshave
brought about since the 1990s and someother
internal dements, research showsthet the pos-
itive effects of the improved performance of
the world economy, espedidly the U.S. econ-
omy, on the Lain American economy cannot
be ignored. It meansto acertain degreethat if
the world economy can maintan its good
growth, the prospects for the Latin American
economy will be further brightened.

Of course, to better utilize the favorable
external conditions, Latin American coun-
tries need to increase the efficiency of
investment, improve their infrastructure and
strengthen government administration.

Second, a current account surplus
accompanies the high economic growth
rate. On one hand, Latin America's export
trade is increasing, and on the other hand,
many Latin American countries, especially
Centra American countries, obtain alarge
amount of remittances from emigrants. The
current account surplusin 2006 accountsfor
1.5 percent of the region’s gross domestic
product (GDP). The coexistence of a high
economic growth rate and current account
surplus is rare in the history of Latin
America, and it adso provides an advantage
for the Latin American economy to cope
with external problems. The occurrence of
the current account surplusis closely relat-
ed to theimproved trade environment.

Third, the increese in nationd income
has incressed domestic demand. In recent
years, the growth rate of nationa income of
Latin American countries has exceeded
the gronth rate of : '
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rade
e United States GDP. In 2004,

the growth rates of national income
and GDP were 7.1 percent and 5.9 percent,
respectively, and thosein 2005 were 5.9 per-
cent and 4.5 percent, respectively. Asaresult,
the domegtic demand of Latin American
countries in 2004 and 2005 increased by 4.2
percent and 5.3 percent, respectivey. The
fact that the growth rate of domestic demand
lags behind that of nationd income showsto
ome extent that the national savings rate in
Latin American countriesisincreasing.
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But the investment rate (21.6 percent in
2005) has not recovered to the leve prior to
the East Asian financid crissin 1997, and
is unable to provide enough jobs. In most
Latin American countries, creating enough
job opportunities is one of the requisites to
resolving socia problems.

The negative effects of inadequate invest-
ment have been very obvious for along time
For ingtance, Latin America boadts the second
largest reserves of oil and naturd ges in the
world. But dueto lessinvesment in the energy
sectors, some Lain American oil producers
could not incresse their output by alarge mar-
gin againg the background that world energy
prices have skyrocketed in recent years

The only exception may be Brazil. The &

country’s national oil company has greatly
increased its output in 2006, a result of
increased investment in the previous years,
which makes the country basically able to
meet its own energy needs.

Fourth, the debts of Latin American
countries decreased greatly. Compared with
10 years before, the propor-

ety
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been reduced by half, and the proportion of
short-term debt to foreign exchange
reserves has been reduced by one third.
Fifth, the fiscal status of Latiin American
countries hasbeenimproving. In recent years,
ardatively high economic growth rate has dri-
ven production activity, which has resulted in
a revenue increese. On the other hand, fiscadl
expenditures have not increased very much.
Sixth, in the eyes of many internationd
investors, the risks of investment in Latin
Americaare declining. That forecast is based
on the following factors: the Latin American
economy has entered a new growth period,
and the economic Studion appears opti-
mistic for the foreseesbl e future; the badance
of payments is improving; the macroeco-
nomic situation is getting better and the mar-
gin of exchange ratefluctuationisnarrowing.

Relations with other countries

In 2006, reations between Latin
American countries and China continued to
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develop in apaositive direction. Many Chinese
leeders vidted Lain America and severd
Latin Ameican heads of state visted China
People-to-people contact has been incressing.
It isestimated thet the bilateral trade vol-
ume between Latin American countries and
China is very likely to reach or exceed $60
billion this yeer (it was $50 billion in 2005).
But, behind this, there are dso some neg-
dive dements Some Latin American coun-
tries have taken anti-dumping messures onthe
pretext that products mede in China have h|t
their domestic mar- E]

by pd f.seez \a gatner
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this, more and more Latin
Americansbdieve that China srapid econom-
ic development provides good opportunities
for Latin America, rather than being athreet.

From April 12-15, Chinaand the United
States held consultations on Létin American
dfairs, thefirg of itskind. Thetwo countries
exchanged views and opinions on their rla
tions with Latin American courtries, ther
policy toward Latin American countries, the
gtuation in Lain America end Sno-U.S.
cooperdion in the region. It was part of the
Sino-U.S. grategic diad ogue started in 2005.
It shows in a certain sense that the develop-
ment of China-Latin America relations has
drawn Washington's attention.

Redtions between Lain American coun-
tries and the United States showed signs of
confrontetion. Being concerned that Ldin
American countries will continue to “turn
left,” the United Statestried its best to prevent
Danid Ortegafrom being dected Nicaragua's
president. When Cuban Presdent Fidd Cadtro
was hospitalized, the United States sad it
hoped for a trandtion toward democracy in
Cuba, instead of asuccession by Raul Castro,
Fidd’s brother. At the same time, rdations
between the White House and Venezudan
Presdent Hugo Chavez and Bolivian
Presdent Mordes have not been good.

The United States' congtruction of a bar-
rier d ong its border with Mexico hasaroused
intense opposition from Mexico. Mexican
President Vicente Fox said on October 26
that the plan brings shame on the United
States and isa hearsighted decision.

Latin American countries ill main-
tain good hilaterd relations with the United
States. On February 27, the United States and
Colombia announced that the two countries
reached an agreament on free trade after two
years of negotiations Also, on April 12, the
United States and Peru signed the free trade
agreament that was resched between the two
countriesin December lagt year.

In any case, Latin Americais the back-
yard of the United States. As Latin America
has to depend on the United States economi-
caly, a move to diminae U.S influence
from the region will not appear. In other
words, reations between Latin American
countries and the United States have been in
a date of coexigence between cooperation
and confrontation, and that will persistinthe
future. But cooperation will still dominate,

Relations within the region

In recent years, rdations between some
Latin American countries have not been very
good. For example, on April 22, Venezuda
sad it would formdly withdraw from the
Andean Community of Nations. Internationa
mediatermed the event thegravest crisssince
the trade bloc was cregted in 1969, and at the
sametime it has had ahuge negative effect on
the Latin American integration process.

On April 28, Chavez attacked Alan
Garcia, Peru's former presdent who was
running in the second round of presidential
dections, in barbed words in one of his
speeches to the nation, which has aggravat-
ed tensions between Venezuela and Peru.
Peru announced the next day that it would
recal its ambassador to Venezuela

After Moraes announced that Bolivia
would saize contral of the oil and naturd gas
industry on May 1, relaions with Brazil and
Argentina, two countries that have been
severdy affected by the decison, became
complicated. Brazilian President Luiz Inecio
Lulada Silva sad the Brazlian Government
would not take any retdiatory measures
agang Boalivia, but he dso stressad that
Bolivia should not have sovereignty over
Brazil, and maintaining Bolivias rights
should not damage Brazil’s interests. .
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Bumpy Road Ahead

Despite the recent positive turn,
China and Japan have a long way to go
to reshape their relations

NEW START: Chinese President Hu Jintao (right) meets with Shinzo Abe on October 8
during the Japanese prime minister’s initial foreign tour

By ZHAO DAWEI

hina-Japan relations have gone
through two stages in 2006. In the
first nine months of this yesar, as
Junichiro Koizumi was finishing
his term as Japanese prime minis-
ter, bilaterd reations hit a historica low
point since they were normalized in 1972.
However, as Shinzo Abe took the reins of
government, a new page in relations was
opened, as evidenced by his “ice-breaking”
tour of China 13 days after he assumed
office. In a nutshell, the relationship
between Chinaand Japan took aturn for the
better after going through twists and turns.

Plummeting relations

China-Japan relations were chilly during
Koizumi’s last nine months in office.
Politicdly, bilaterd exchanges of high-leve
vidts were sugpended. After Chinese Vice
Premier Wu Yi visited Jgpan in May 2005,
no ather high-ranking officid sstepped onthe

The author is a researcher with the China Institute
of International Studies
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s0il of each other’s country. Even on multi-
lateral occasons theleadersof thetwo coun-
triesdid not hold any meaningful mestings
On the security front, distrust between
the two countries degpened. Japan repeated-
ly touted “China thregt” rhetoric. It held a
joint military drill with the United Statesnear
the digouted oil and gas fields in the Eagt
China Seain February this year, amove that
was clearly directed a China. On August 1,
it published the Defense of Jgpan 2006 white
paper, exaggerating “ China's military threat.”
Economic cooperation between China
and Jgpan dowed down. From January to
September thisyear, Chinareceived $3.27 hil-
lion worth of direct invesment from Jgpen,
down 30 percent from the same period of the
previous year. Thebilaterd tradevolumefrom
January to October sood a $168.5 hillion, far
lower than that between Chinaand the United
States, which was $214.5 hillion, and that
between Chinaand the EU, whichwas $218.9
hillion. Thefigures provide evidence that eco-
nomic reaions between China and Japan,
which have been close, were greatly damp-
ened in the wake of the political standoff.

EMNIHINGHZ i

The tipping point

However, bilaterd relations took aturn
for the better when Abe took office on
September 26 and visited China shortly
after that. Firdt, the door to top-leve dia-
logue was opened. Abe was received by
Chinese President Hu Jintao and other lead-
ers during his vidt on October 8. On
November 18, Abe and Hu met again in
Hanoi, Viet Nam on the sdelines of the
summit of the Asia-Pacific Economic
Cooperation forum. The two meetings held
in the space of about one month spoke of
the shared will of China and Japan to
improve bilatera relations.

Second, the aress for bilatera dialogue
and cooperation were regffirmed. The lead-
ers expressed acommon intention for future
cooperation and exchanges during their
mestings.

On the economic front, the govern-
ments of the two countries will facilitate
ministerial meetings and consultations
between departments as well as non-gov-
ernmental dialogues. They are committed
to increasing bilateral economic coopera-
tion and exploring the possibility of creat-
ing a free trade area between the two
countries.

On the issue of the East China Sea, the
two countries pledged to speed up consulta-
tion, stick to the principle of jointly devel-
oping the ail and gas resources in the sea
and seek commonly acceptable solutions.

The two countries a o agreed to launch
ajoint higtorica research program by the
end of thisyear. Organized by the Inditute
of Modern Higtory of the Chinese Academy
of Socia Sciences and the Japan Institute of
Internationa Affairs, the joint research is
amed at making a new breskthrough in the
hot-button issue of wartime history.

China and Japan will build mutua trust
in the security field through security dia-
logues and defense exchanges, the countries
announced. Military exchanges, such as
diaogues between the two militaries, visits
by nava fleets, exchanges between military
officersand joint military drills, are expect-
ed to resume soon.

The two countries will aso hold a year
of cultura and sports exchanges in 2007 to
mark the 35th anniversary of the normaliza-
tion of diplomatic relations. The program is
designed to promote peopl e-to-people and
youth exchanges, enhance mutud under-
gtanding and improve the perception of each
other’s country.

At the same time, they will strengthen
coordination on regiond and internationa
affairs. The two countries are expected to
reach a consensus on East Asian regiond
cooperation and integration, strengthen dia-
logue on UN reform and maintain that the
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North Korean nuclear issue should be
resolved peacefully through didlogue in the
framework of the six-party talks with the
am of denuclearizing the peninsula.

Third, bilaterdl political relations have
been brought back on track. Chinese
Foreign Minister Li Zhaoxing exchanged
views with his Japanese counterpart Tero
Aso on implementing the common under-
standing reached by President Hu and
Prime Minister Abe over the phone on
October 9, one day after Abe's vidt to
Beijing. On October 15, ade egation led by
Presdent of the Japanese House of
Councilors Chikage Oogi vidted China to
enhance parliamentary exchanges. On the
same day, Wang Jarui, Minister of the
International Department of the Central
Committee of the Communist Party of
China, visited Jgpan, where he and delega-
tion members attended a five-day meeting
convened under an exchange mechanism
between the ruling parties of the two coun-
tries. Chinese Premier Wen Jabao received
the members of the New China-Japan
Friendship Committee for the 21st Century,
encouraging them to put forward sugges-
tions on egtablishing mutualy beneficia
drategic relations between the two coun-
tries. Theforeign ministers of the two coun-
tries met in Hanoi on November 16.

Thanks to the exchanges, visits and
mestings at various levels, Chinaand Japan
have overcome the barriers formed in the
Koizumi era, astheir relations were restored
and strengthened.

Fourth, friendship is taking root in the
two nations. According to an opinion poll
of the Sankei Shimbun newspaper, 14.6 per-
cent of the Japanese public expect the Abe
Cabinet to improve Japan’s relations with
China and South Korea and 52.2 percent
believe the prime minister should not visit
the Yasukuni Shrine. A survey conducted
by China Youth Daily showed that 76.9 per-
cent of the Chinese public beieves that
China-Japan relaions are important and
45.2 percent said Ab€'s visit to China had
positive implications. After the stalemate
during Koizumi’s tenure, the two nations
have once again embraced reasonable
views of bilaterd relations. The high per-
centage of respondents valuing China
Japan relations in China in particular is a
clear indication that the friendly ties
between the two countries conform to the
will of the genera public.

Toward a new relationship

There are severd reasons for the stale-
mate in ChinaJapan relations during
Koizumi’s term. First and foremost, Japan
was unable to adapt to the changes in the
two countries respective nationd strengths.
Japan scored steady and rapid economic

BEIJING REVIEW DECEMBER 7, 2006

development after World War 1l. By the
1980s, it had risen to become the world's
second largest economy. However, in the
1990s, as the economi ¢ bubble broke, Japan
suffered a persstent economic stagnation,
which resulted in a decline in its interna-
tiond influence.

China, however, has seen an average
annual economic growth of some 10 per-
cent since it adopted the reform and open-
ing-up policy 28 years ago. While becom-
ing increasingly engaged in the interna-
tiona economy with its share of theworld
economy and trade congantly growing,
China has greetly bolstered its nationa
strength. Some anadysts bdieve that the
Chinese economy is set to overtake that of
Japan.

Finding it difficult to face up to thefact,
the Koizumi Cabinet became suspicious of
China's development. It worried that an
ascendant China would pose a threat to
Japan’s datus in the AsiaPacific region.
Given these concerns, the government was
aways thinking of waysto contain Chinain
certain aress.

Moreover, right wing forces gained the
upper hand in Jgpan, fueling the govern-
ment’s hard-line policy toward China. The
negative effects of the Japan-U.S. dliance
are also responsible for the chilly relations
between China and Japan. Closely follow-
ing the footsteps of the United States, Japan
tended to regard China
as a potentid rival. The
aliance was strength-
ened during Koizumi’s
term with his frequent
visits to the United
States.

Abe, however,
reversed his predeces-
sor's policy toward
China when he took
over. As a new prime
minister, he was actudly
expected to find a solu-
tion to the deadlock in
China-Japan relations,
asit not only jeopardizes
the interests of the two
countries but also affects
peace and gtability in the
AsiaPacific region at
large.

Most Japanese, offi-
cids and private citizens
dike, had expressed the
view that the problems
caused by Koizumi’'s
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Ministry in March showed that 77.9 percent
of the respondents agreed that Japan-China
relations, which had worsened because of
Koizumi’s vidts to the Yasukuni Shrine,
needed to be improved.

The U.S. factor aso contributed to
Abe's change of course. The Committeeon
Internationa Relationsof the U.S. House of
Representatives held a hearing in
September to discuss Asan affairs. During
the hearing, experts pointed out that the
deteriorating relations between China and
Japan were disastrousto U.S. interests. The
United States, which does not want to see
Japan dienated in Asia, welcomes an
improvement in China-Jgpan relations in
the short term.

Moreover, Japan ended its economic
sagnation with a notable recovery largely
because of the rapid expanson of its eco-
nomic andtrade relationswith China. It isin
theinterest of the two nations that they con-
tinue to upgrade their mutually complemen-
tary economic ties under a sound politica
relationship.

For China and Japan, 2006 was an
eventful year, during which the climate for
their relations turned from chilly to balmy.
However, the road ahead is till bumpy.
The two nations face a pressing task to
establish a new type of bilateral relations
by sustaining the postive trend that has
just emerged. .
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Americans’ Ghanging
View of Ghina

Time Asia magazine has again released its November
appraisal issue of “Asian heroes” who have helped shape the
continent’s future over the past 60 years. The Chinese on the
list, most of whom are very familiar to their countrymen, have
sparked a great sensation in the whole nation. Wen Dao, a
Beijing-based observer, looks at the profound changes in
Westerners’ comprehension of China over the past decades
and shares his expectations for the future.

reform, which has been widdy accepted
and has made great achievements.

Time Asia explained that it chose Deng
ingead of Mao Zedong, the founder of the
People's Republic of China, because
“although the name of Mao is known
throughout the world, it is Deng who inher-
ited the mantle of a Chinese hero”

“While Mao is now manly asociated
with theideacf revol utionary excessand peri-
ods of colossal auffering, Deng has come to
be linked to China's agtonishing economic
development, and to the steering of China
away fromitsorganizationa draitjacketintoa
wider world of technologicd growth and
internationd trade;” the magazine sad.

One of the most influentid weekly publi-
caionsintheworld, Time wasfirst launchedin
1923. In 1927, it started cdlebrity ligts, which
ganed the magazine even more fame. In the

past years, nearly a

The globeisahomevillagewhere people | magazingslig of itstop Asian Through Time’s dozen Chinese people
from different races and with different beliefs heroes, including 56 people coverage of China havebeen sdlected by the
andideologiescoexist. Astimegoesby,andas | who have hdped Ada rise : . ' magazine as cover faces
exchangesintensify and technology develops, | “from poverty to powerhouse, W€ are inspired by Among them ae
the world population isgetting doser, sharing | from imitator to being imitat-  the changing way Communigt  leaders
similar views and perspectives. ed’ inthe past Six decades The that the American Maeo, Zhou Enla, Liu

Recertly, intensve media reviews have | lae Chinese leader Deng Shaogi  and  Deng,
focused on Time Xiaoping, Hong Kong hillion- pec_)ple look at the Kuomintang chief
Asia are Li Kashing, Victor ad  Chinese people, Chiang Kai-shek and

William Fung from Hong
Kong's Li & Fung
Group, Tawan Acer
Group's  founder
Stan  Shih and
Yahoo's co-cre-
ator Jary Yang
aeonthe lig.
Also named
ae the mainland’'s Olympic
gold medalist-turned-busi-
nessman Li Ning, legendary
action dar Bruce Lee and
popular actress Gong Li.

They are separady liged in

R the categories of nation

- & T builders, atists and

‘ jL thinkers, business leaders,
| R ahletesand explorers

Being the only hon-

ored nation builder from
China, Deng is hailed for
his contributions to set-
ting off China's economic

CHANGE PUSHER:
The late Chinese leader

Deng Xiaoping is the only
honored nation builder from
China on Time Asia magazine’s
“Asian heroes” list, who is
hailed for playing a key
role in leading the
country’s
astonishing
development

and we are even
more encouraged to
quicken our steps
in the process of
emerging into the
world family

Puyi, the last emperor of
China In recent years
the ranking of Chinese
Presdent Hu Jntao,
Premier Wen Jiabao,
Vice Premier WU i,
basketbdl star Yao Ming
and adress Zhang Ziyi
have demondrated the
converging teste of the Chinese and the
Americans, asured by growing exchangesand
mutual understanding resulting from a doser
economic and diplomaic relaionship. Last
year, Li Yuchun, top winner of China's mogt
popular tdent show, the Super Girl singing
contest, dso made the cover of the magazine.

Prior to the 1980s, Chinese Communists
were usualy demonized and bluntly attacked
in Time’s reports. But now, Deng wins much
more applause than criticism.

Soon after Chind's reform and opening
up to the outs de world in the late 1970s and,
in particular, after its entry into the World
Trade Organization in 2001, its growing par-
ticipation in world affairs and theresponsible
image it has built up have dramaticaly
reduced theideologica segregation set up by
Western powers. We are getting closer and
closer by sharing ideas through did ogue

Through Time's coverage of China, we
are inspired by the changing way that the
American people look at the Chinese peo-
ple, and we are even more encouraged to
quicken our steps in the process of emerg-
ing into theworld family. .
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China Is Not the Cause
Of Glohal Inflation

International inflation is increasing. Some overseas research
institutes argue that the cause is an increase in the prices of
China-produced commodities. Zhang Anyuan, from China’s
National Development and Reform Commission, shares his
analysis in an interview with People’s Daily.

People’s Daily: Are international
inflationary pressures increasing? Is it
true that the cause of the inflation is an
increase in the prices of Chinese exports?

Zhang Anyuan: Inflation has become a
big concern since the beginning of this yeer,
fordng governments throughout the world
to put curbing inflation atop their economic
agendas The U.S. core consumer price
index (CPI) was 206.7 in August, compared
with 202.6 in January. The rate of inflation
in Europe has exceeded the 2 percent mark
st by the European Central Bank. Some
predict it isimpossible for the figure to fal
back below 2 percent. Japan’s CPl began to
risein April fter aperiod of decline, which
meant the end of deflation. In July, Jgpan
ended its longstanding zero-interest policy.

The priceof crude oil hasfalen recently,
but itsimpacts on the CPI are il unclesr.

Some oversess research indtitutes are
suggedting that the cause of inflationisan
increase in the prices of China-made com-
modities, but | don’t think they have reason
to draw thet condusion. Customs datistics
show that not dl commodities exported from
China have seen price hikes while some
have even become cheaper. Moreover, an
increase in foreign consumer cogsin the sec-
ond hdf of this year should take into account
fluctuationsin the prices of Chind's export
commoditiesinthefirg hdf of thisyesr.

Is there any evidence to show that
China is not responsible for inflation in
other countries?

China's economy is not strong enough
to reverse either internationd inflation or
deflation. In addition, inflation in China
has not risen recently.

Aswe al know, the free-on-board
prices of many China-made everyday-use
commodities contribute only a small part
to the retail pricesin overseas markets.
Middlemen are behind rising prices.

Findly, process ng trade makes up half
of Chind'sexports Thistrade is manipulat-
ed by transnational companies. Chinaisjust
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an upgtream workshop, which does not set
the end-user prices China does influence
prices of some primary products like energy
in the international market, but inflation
indexes are not directly related to energy
pricesin dl countries around the world.

Where has the idea that China is to
blame for international inflation come
from?

The“Chinathreat” theory continues to
haunt some countries. A few years ago,
some people argued that international
deflation was caused by cheap exports
from China. Later, the rising prices of pri-
mary products made many opportunities
available to developing countries, which
China supported. However, people critical
of Chinaturned a blind eye to this. On the
contrary, they said Chinawas scrambling
for international resources. Now, they are
blaming international inflation on regular
price fluctuations in China's export prices.

| think the conclusion that therisein
the prices of Chinese exports drives up
internationd inflation may come from the
following two factors. One is the Chinese
economy’s high dependence on foreign

P~
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& N
Brands of

China

I Eurapean Show case

trade. The country currently accounts for 8
percent of globd trade and has an even
larger share in terms of the export volume,
As aresult, Chinahasasay in fixing prices
of some commodities in the internationa
market. On the other hand, alarge number
of Chinese exports are included in the CPI
baskets in destination countries. Foreign
consumers are therefore sengitive to price
fluctuations of China-made commodities.

What is the main cause of interna-
tional inflation? What kind of role does
China play?

The formation and spread of interna
tiond inflation is the result of economic
growth in every country and the spread of
globdization. Although the worldwide
economic boom has continued for severa
years, the growth cycle will eventudly play
itsrole in the market economy. So inflation
and ensuing anti-inflation measures are
unavoidable. Furthermore, high ail prices
push up the prices of other goods as well.

Chinaisbecoming amgor driving force
of globa economic growth. It iscautious
about itsrole and hopes to make a greater
contribution to the world economy. However,
the power of one country doneisnat enough
to reverse atrend in the international econo-
my. All countries should recognize this and
cooperate with each other. Complaining and
shifting blame make no sense.

How should we forecast the relation-
ship between China and international
prices in the next phase?

Anincrease inthe rate of inflation will
not occur in Chinain the near term, but
international inflation will maintain adow
uptrend. With the constant rise of China's
proportion in the global economic aggre-
gate and the import and export trade, its
domestic prices will play abigger rolein
international market prices. .

BENEFITS OUTWEIGHING: Although China supplies a large amount of consumer
products to overseas markets, it is blameless for rising international inflationary
pressures due to its incapacity to fix end-user prices
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With the government socking away at pirated copies,
the business community comes in with a big left hook:
legal versions that sell well

By LI LI

hile culturd shock is com-
mon among firg-time over-
sees travelers, J Bing, a 27-
year-old client manager in a
bank, dill thinkshegot apar-
ticularly dectrifying one on a recent
European package tour. The young man,
who saved half ayeer for thistrip, was baf-
fled when he was admired as a very rich
man a a DVD rental store in a Munich
suburb during an after-dinner walk.

“To practice my English, | told the
clerk in the storewho is in his40s that |
have a private collection of over 1,000
such DVDs” recdled J, a huge fan of
Hollywood movies.

18

“Hearing that, the clerk said | waslit-
erdly rich egpecidly consdering my
age” Ji dill doesn't get the logic of the
derk, who later told him he didn't own
dl rental DVDsin his store.

J cannat see his DVD collection asa
fortune. “Every disc codsme6 or 7 yuan,
which al add up to around 7,000 yuan,
which is around my monthly wage and
less than hdf of the derk’'s own wage.
Then how can he cdl me arich man?’
said aconfused Ji.

The best explanaion for Ji's bewil-
dermentisthat dl his DV Ds are counter-
feits, which are so readily available in
China. In fact, in most cases of new the-
atrical rdeasesit'sthe only version avail-
able.

But as foreign studios begin serious
efforts to market legitimate DVDs in
China, J will soon face achoice between
buying a chegp counterfeit and adightly
more expensive legal copy of higher
quality. J's choice, together with tens of
millions of home video lovers in the
country, will finally decidethe success or
failure of Hollywood movie studios new
round of efforts to battle piracy through
nurturing amarket for genuine copies.

A business solution

As Chinds trade surplus with the
United States has repeatedly broken
recordsin recent months, it is no wonder
aprotectionist tone found a way into the
rhetoric of visiting U.S. Commerce
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HEAVY CRACKDOWN: In a market
cleansing campaign in northeast
China’s Liaoning Province last
February, more than 500,000 pirated
copies of audio and video products

were destroyed in public. Better
marketing of legal DVDs still may
prove more effective in destroying
their illegal counterparts

Secretary Carlos Gutierrez. “Another
victim of widespread intellectual proper-
ty theft in Chinais American support for
expanding our trade relations” said the
visiting secretary.

However, the highlight of the U.S.
secretary’s vist, the signing of an exclu-
sive agreement between Twentieth
Century Fox Home Entertainment and
China's largest video distributor, Zoke
Cultura Group, on November 13, offset
the subtle hint of protectionism by send-
ing a positive message.

Marking a milestone for the studio,
Fox has launched an in-country business
with Zoke as its exclusive partner to sup-
ply the Chinese market with legitimate
copies of recent theeatri-
cal releases and cde-
brated tittesfrom the
studio’s library.
With  Fox’s
commit-
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ment to releasing the titles more quickly
on DVD, Zokehas garted its first wave of
DVD and VCD titlesin November, led by
blockbuster Garfield: A Tale of Two
Kitties (out November 20), Ice Age: The
Meltdown (December 1) and X-Men: The
Last Stand (by the end of this year). Fox
announced a the Sgning ceremony that at
least 100 movies on DVD will be export-
ed to Chinain 2007.

“The distribution agreement between
Fox and Zoke is an important symbol of
the steke both China and the United
States have in seeing intellectua proper-
ty rights vigoroudy enforced in Ching”
said the visiting commerce secretary.

At the signing ceremony, Fox Home
Entertainment Worldwide President
Mike Dunn pointed out two reasons for
choosing Zoke. The first is its distribu-
tion capacity: Zoke has adistribution net-
work of over 20,000 retail outlets
throughout China. The other is its solid
reputation in fighting intellectual proper-
ty right infringements.

According to Wang Yu, Public

; N
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Relations Manager of Zoke, the compa
ny was the first audio and video publish-
e in China to set up an anti-piracy
department, in 1999, which has expand-
ed to ateam of over 100 people or about
one seventh of the company’s total steff.
The company has set up permanent
supervision offices in 15 cities across
China, which closely monitor the market
and help with loca government agen-
cies crackdown on piracy through
reporting the production or sale of coun-
terfeits, raiding warehouses and bringing
to court those involved in IPR infringe-
ments.

In an interview with Xinhua, Guo
Zilong, President of Zoke, said his com-
pany promised to respond to every priva
cy complaint from its wholesale clients.
He said his company has the ability to
cooperate with governments at different
levels to eradicate piracy aganst Zoke
products at stake; if Zoke failed to do so
within a certain period, Zoke promisesto
recdl their copies from wholesalers on
request. In October done, Zoke cooper-
ated in 20 raids with the government,
which confiscated over 250,000 pirated
copies.

Huang Zherbin, the director of the
company’s atti-privecy department, told
Beijing Review that after the debut of every

big-budget movie that sdlls its copy-
right for publishing video prod-
ucts to Zoke, the presdent
and vice presdents will
meticuloudy travel to
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the most rampant piracy tolobby local gov-
ernmentsto teke action againg thetargeted
piracy soasto protect Zoke sprofitsandthe
profitsof its partner. Huang said such arep-
utation helped Zoke win the favor of Fox.
“Counterfeit manufecturers jus don't dare
to copy DVDsof Zoke Sncethey know we
could come &fter them,” sad Huang.

Fox not the precedent

Yet Fox isnot thefirst top Hollywood
studio to promote affordable authentic
DVDsin China. Warner Home Video has
been trying a similar approach by form-
ing a joint venture with the Shanghai-
based Chinese Audio and Video
Publishing House last February.
According to both Warner and Fox, the
winning chipsin the Chinese market are
world-class quality, reduced pricing,
Mandarin dubbing, subtitles and short-
ened release windows.

Deng Janguo is the Zoke manager in
charge of the cooperation project with
Fox. He explained that the cooperation
between the two companies is strategic
and profound, which will cover dl pro-
cedures of production, marketing and
IPR protection. “If we need enhanced
content on DV D for the purpose of sales

promotion—say aDV D extra of Garfield
in China—Fox probably will listen to our
advice and makeit for us” sad Deng.

However, Deng singled out the
shortening of release timeframes and
synchronized worldwide DVD publica-
tion as the key to winning the battle with
pirated DVDs in China In China, the
most rigorous competition for authentic
DVDs of foreign moviesisthereplicated
copy of the legitimate DV Ds published
in other countriesabit earlier, whichis of
considerably good quality. Deng said the
rule in the home entertainment publica-
tion industry is that first round publica-
tion rakes in profits and second round
reaps practicaly nothing. “We have told
our Fox patners that they can only
choose between synchronized publica-
tion of DVD in China and minima
sdes” said Deng. Hetold Beijing Review
that Fox has agreed in principle to pub-
lish DVDs in China the same time as
other countries, which is about three
months after the theatrical debut.

In experimenta cases, Warner is
exploring a newv modd of letting the
Chinese market take the lead. Warner's
joint venture in China last June released
the The Sisterhood of the Traveling Pants

on DVD in Chinaonly two days after the
theatrical release in the United States. In
September, the Superman Returns DVD,
competitively priced a 14 yuan and 22
yuan for two versons, was rdessed in
China two months earlier than its world-
wide bow dsawhere The success was
phenomend as the authentic DVDs were
sld in more than 8,000 retail outlets,
many of which had previoudy stocked
only counterfeit movies, according to a
company releese.

Mike Ellis is Senior Vice President
and Regiona Director of Asa-Pecific for
the American Motion Picture Association
(MPA), the lobby group for Hollywood
and the global interegts of the U.S. movie
industry. He told Beijing Review tha the
prices of legitimate home video products
are extremdy competitive in China and
Chinese people can afford it. “When | see
Chinese people paying $3 for a Starbucks
cappuccino, | know we can convincethem
that legitimate versons of movies are
worth paying for,” said Ellis.

Difficult mission

Meanwhile, anationwide campaign of
intensive crackdown on piracy, which was
unprecedented in terms of its duration and
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number of government departments
involved, garted July 15 and lasted 100
days. Jointly launched by 10 minigries
and national departments, the campaign
revoked 368 businesslicenses for audiovi-
sua products Nearly 13 million pirated
CDs, DVDs and computer softwareitems
confiscated in the firg half of the 100-day
campaign were destroyed in different
cities on September 16.

Meeting with his American counter-
part, Chinese Minister of Commerce Bo
Xilai said the Chinese Government
regards |PR protection asanationa strat-
agy. “We will show no mercy in the fight
againg IPR infringement,” said Bo.

The Chinese Government also istry-
ing to relieve the Stuation by nurturing the
retailing channdls for legitimate DVDs.
New rules were released in November to
make entering the audio and video chain
business in China easder, with the mini-
mum registration fee reduced from 5 mil-
lion yuan to 1 million yuan. In a Xinhua
report, a spokesman from the Ministry of
Culture said the market for audio-video
chan dores is “shrinking” because their
high operating costs render them & adis-
advantage in competing with street ven-
dors hawking pirated discs.

A study undertaken by the Chinese
Academy of Social Sciences on behaf of
the MPA, rdeasad this July, paints an
even dtarker redlity. In the first survey
examining the impact of piracy from the
perspective of industry insders, 61 per-
cent of the 100 respondents believe
movie piracy will continue to increase in
the short term. The same report con-
cludes, “Pirated movies have fundamen-
taly undermined the production capaci-
ties of China's movie industry, with the
private sector hit most severdly.”

Another study commissoned by the
MPA and conducted by independent
research firm LEK Consaulting found that
piracy cog the movie industry in China
$2.7 hillion of potentid revenuein 2005, of
which just $244 million was lost for MPA
member companies and mogt of the rest
logt by the Chineseindudtry itself.

“The Chinese indugtry is afected far
morethan MPA member companies” said
Ellisfrom the MPA. “At the moment it is
virtudly impossblefor Chinese filmmak-
ersto make money domegtically from the
productions, they must hope to sell over-
ss digribution rights and as a result
make money in markets where piracy is
less widespread”

NATION

Zoke's Deng said the whole video
publication industry has been in a dug-
gish mood sincelast year dueto theintro-
duction of the devastating piracy technol-
ogy of compact discs. Every compact
disc, available a 7 yuan, can eesily store
80 hours of content, which equas 40
movies or 30 episodes of the latest TV

Deng also said Zoke's anti-privacy
tasks are anything but easy. He said now
it has to deal with the wider availability
of fake DVDs, spread by outdoor ven-
dors squatting on stacks of the latest
releases in popular areas like pedestrian
bridges and outdoor vegetable markets.
On the other hand, Deng said whereas
most local governments vigorousy sup-
port and engage in Zoke's anti-piracy
efforts, some try to shelter piracy as
local tax revenues are collected from
companies involved in illegal produc-
tion.

“Thisyear we haveintensified efforts
to hire lawyers and launch judicid action
againg piracy for economic compensa-
tion, and it works wel,” said Zoke's
Huang. “The dtuation is at least turning
around in key markets—big cities like

Beijing and Shanghai ” .
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THE BATTLE FOR
THE INTERNET

File sharing software is creating an
Internet world where virtually everything
can be obtained for free, but intellectual
property rights clash with that approach

By JING XIAOLEI

0 Zhang Je, a programmer a a

Beijing-based information technol-

ogy company, the greatest invention

of the 21t century isthe P2P down-

load system provided by BitTorrent
(BT). P2P refers to peer-to-peer, an Internet
file sharing application.

Zhang's computer desk is piled high
with clusters of CDsthat he has burned over
the past five years. One of Zhang's friends
introduced BitTorrent to him and he loved it
the moment he successfully downloaded a
600-megabyte movie in two hours.

“It is redly exciting to find such a gresat
Internet file sharing system: fast, convenient
andrich in dl kindsof content,” said Zhang.
The first movie he downloaded via BT is a
collection of New York underground short
films. “You can never get this dternative and
rare movie from a regular audio and video
store, but BT has brought the resources on
the Internet across the world to your door-
way; what's better, they are
al for freg!”

Over the past fiveyears,
Zhang has downloaded
numerous movies, music,
e-books, software, digita
games, catoons, TV
shows, documentaries and
other material. “BT can
download almost every-
thing that can be trans
formed into digitd form,”
he noted. Because of the
limited storage capacity of
his computer, he has to
store what he has down-
loaded on CDs.

“We borrow quite a lot
of suff from Zhang Je, as
the movies he collected
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from the Internet can meke a small movie
database” Zhang's friend said. This enthu-
sasm on the part of Zhang and many others
clashes with the intellectua property rights
(IPR) of the owners of copyrights to
movies, music and other artistic content to
receive roydties and recognition for their
work. The Chinese Government, however,
recently launched a new campaign to pro-
tect IPR.

“The government again has begun to
crack down on Internet piracy recently, but
| don't think the three-month storm will
have any big success,” said Zhang.

The “storm’” he mentioned refers to the
100-day anti-piracy campaign that was joint-
ly launched by 10 ministries and nationa
departments, including the Ministry of
Public Security, State Adminigtration of
Press and Publication, Nationd Copyright
Administration (NCA) and Ministry of
Culture, at the end of September.

The crackdown is aimed a the illegal
downloading of films, music, software and

A PUZZLING CONTROVERSY: The Internet promotes a “sharing spirit,”
but IPR holders do not want to see their rights infringed

textbooks, which has been described as
“rampant.”

"IPR infringements on the Internet not
only violate the interests of copyright hold-
ers but dso san the country’s reputation
globaly,” said Long Xinmin, head of the
Nationa Copyright Administration.

The intellectual property rights watch-
dog has vowed to clamp down on major
websitesthat offer unauthorized downloads.
While it has no authority to deal with for-
eign webdtes offering illega materid, it is
targeting local sites that offer links outside
the country or unauthorized downloads.

The adminigration collaborated with
major IPR protection associations in the
country to collect evidence for 302 I nternet
IPR infringement cases during a one-month
investigation, according to Wang Zigiang,
head of the NCA's copyright management
department.

"The number is double that of last year,
which means that Internet copyright
infringement is ill rampant,” Wang said.

Officid s have tracked down the website
operators and their details will be passed on
to loca copyright bureaus for action, said
Wang.

Of the 302 cases, 123 are about soft-
ware |PR infringement, followed by films
and music. Most are in developed areas
such as Bedjing, Shangha and Zhgiang
Province

“This year's campaign involves autho-
rized file uploaders but leave out the down-
loaders. But sooner or later, the big free
meal on the Internet will be gone with the
rising concern over IPR protection and
enhancement of anti-piracy lav enforce-
ment,” said Zhang.

Troublesome technology

Bram Cohen, the American creator of
the revolutionary piece of software called
BitTorrent, is consdered a hero in Zhang's
eyes, but tothe | PR holders,
the inventor is just like a
nightmare.

“1 think we Internet file
downloaders dl owethanks
to Bram Cohen. This guy
has broadened our eyes and
provided everyone with
much essier accessto share
human knowledge and civ-
ilization,” said Zhang.

Since the release of this
technology in the summer
of 2001, BitTorrent has
quickly grown into one of
the most preeminent file
digribution methods. It lets
users quickly upload and
download enormous
amounts of data, files that
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FREE MUSIC: Visitors to a Shanghai telecom exhibition listen to music on an MP3, with most music downloaded from the Internet for free

are hundreds or thousands of times bigger
than asingle MP3.

Three years after the birth of BitTorrent,
andysts a Cachelogic, an Internet-traffic
analysis firm in Cambridge, England,
reported that BitTorrent traffic accounts for
more than onethird of al data sent over the
Internet. In China, BitTorrent has become
the fourth most popular I nternet application
after Internet Explorer, eemail and ingtant
messenger.

The power and potentia of BitTorrent
has the Motion Picture Association of
America (MPAA) quite worried. In 2004,
the MPAA launched a campaign against
BitTorrent sites in the United States and
Britain. An MPAA spokesman said Cohen
is under scrutiny for continuing to develop
the software “and making it easy to steal
copyrighted materid.”

Since then, BitTorrent has caused con-
troversy worldwide. In October 2005, 38-
year-old Hong Kong resident Chan
Naming was sentenced to a three-year
prison term after he had uploaded illega
copies of the films Daredevil, Miss
Undercover and Red Planet onto the
Internet and spread them via BitTorrent. In
October this year, 23-year-old American
Grant Stanley was sentenced to five months
in prison, followed by five months of house
arest, and a $3,000 fine for his role as a
leading participant in the BitTorrent tracker
site Elitetorrents. This ruling is the first
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BitTorrent-related conviction in the United
States.

InChinaso far there have been no pros-
ecutions of BitTorrent downloading but the
country’s PR watchdogs said they would
purge the Internet illega content-sharing
area, including BT websites, during the
three-month campaign.

Officids from the IPR law enforcement
bureau in Beijing declined to provide further
information on the crackdown, saying they
were too busy to do so and that no additiona
informeation was availeble currently.

Resolving the controversy

It is a puzzling paradox. The Internet is
supposed to reflect a“ sharing spirit” but IPR
holders definitely don’t want their rightsto be
infringed. Technologicdly, BitTorrent is a
greet invention of the Internet world, but at
the legd levd it is deemed to be an accom-
plice of IPR viol&tors.

Rumors have circulated from time to
time that Chinds communications opera-
tors will ban BitTorrent downloading but it
is dill in force since it receives strong sup-
port from the mass of Internet users.
According to a survey by China's Web por-
ta snacom, 93.25 percent of the 20,826
respondents opposed the prohibition of
BitTorrent use.

“Any invention has good and bad points
and we don't snuff it out just because of its
shortcomings. Why can't we treet BitTorrent

just like we treat nuclear power?’” said one
netizen using the Internet 1D Isbad.

Hisview is echoed by Ye Lante, an IT
commentator, “On the deeper levd of think-
ing, the BitTorrent controversy is al about
how welook at the new technology. If wekill
the new technology just because it has some
negative effects, that would be atragedy.”

Ye also bdieves the traditiond IPR sys-
tem needsto be changed tofit theInternet era
“By that time, IPR will not be quite an issue
for the devel opment of BitTorrent. At present,
we'd better show more tolerance towards the
cregtive technology,” he added.

Not long ago, the Internet Society of
China sat up an organization to promote the
use of P2P technology while conforming to
IPR laws and regulations.

“P2Papplicationswill play aleadingrole
in the era of Web 2.0, which is featured in
wider audio and video data trading and deep-
e interaction,” said Lel Zidong, Genera
Secretary of the union, adding that P2P tech-
nology developers should make profits by
collaborating with legd content providers.

Regarding the IPR issue, Lei thinks the
Digita Rights Management (DRM) system
isan operative approach. The DRM system
controlsevery link of thedigtribution of dig-
ital products, making the products available
only to authorized users.

“Technicd management can’t solve all
the problems, and enhancing IPR law
enforcement is dso necessary,” Lei noted. =
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Cause for Cheenr

Despite difficulties, China’'s human rights
cause Is making steady progress

$
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VIEW OF HISTORY:The exhibition on human rights held in
downtown Beijing depicting the dramatic changes in people’s
daily lives in the recent past, invites curious crowds

By TANG YUANKAI

n the first haf of this year, the news-
room at Beijing Youth Daily was bom-
barded with readers’ calls complaining
about lavatory sanitation in  big hospi-
tds in Beijing. “These hospitas have
the most cutting-edge medical equipment in
Beijing or even in China. But the sanitation
of their lavatories is unbearable,” said one
complainant. It was not long before severd
journdists from the newspaper conducted a
secret investigation into 20 big hospitalsin
Beijing and put together a front-page story
on the deplorable lavatory conditions in
mogt top hospitalsin Beijing on August 24.

A copy of this pagewasondisplay at the
firs-ever exhibition on human rights in
China held from November 17 to 26. The
caption for thisexhibit read, “ Thisisareflec-
tion of the public’'s right to know even when
it might harm the interests of some indtitu-
tions and some powerful people”

The recent exhibition was held to com-
memorate the 40th anniversary of two mile-
gone internationd pacts on human rights,
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namely, the International Covenant on Civil
and Political Rights and the Internationa
Covenant on Economic, Social and Cultura
Rights.

Dong Yunhu is the deputy director of
the China Society for Human Rights
Studies, one of the sponsors of the exhibi-
tion. He said thiswas thefirst time an exhi-
bition was held to showcase China's
progress in the human rights area. “For a
long time, we refused to use the term
‘human rights and rarely reflected on
China's history from the perspective of
human rights. This posed practical difficul-
ties for the planning of this exhibition,
Dong said.

He said “human rights’ used to be a
taboo subject in the country, even as mid-
19th century imperialism and feuddism had
led to many violations of human rights for
the Chinese for almost a century. For
decades after the founding of the People's
Republic of Chinain October 1949, China
refused to include human rights in the
Constitution or laws and also regarded it as
a taboo subject in academia. During the

Cultural Revolution (1966-76), under the
influence of ultrarleftist thinking, “human
rights’ camein for harsh criticism as acep-
italist concept and in practice, were totally
ignored and severdy trampled upon.

The tide was reversed from the late
1980s. In 1989, state |eaders announced that
Chinese people’s human rights are reflected
in the second chapter of the Congtitution on
citizens bad crightsand duties. November 1,
1991 witnessed the release of a white paper
on Chind's human rights by the
State Council’s  Information
Office, which became the
Chinese Government's first offi-
cid document on human rights.
The document sad the right to
subsistence and development, as
the primary human rights, were
the pillars of the theoreticd sys
tem of China's human rights. In
September 1997, human rights
were written into the report of the
15th National Congress of
Communist Party of China
(CPC), which was the first time
the concept appeared in a report
of the Party’s national congress.
The Amendments to the
Congtitution of the People’'s
Republic of China, which were
adopted at the Second Session of
the 10th Nationad People's
Congress on March 14, 2004,
clealy dipulate that the “State
respects and guarantees human
rights”

Besides photographs, the
other items of daily lifecovering
different periods displayed at the exhibition
ranged from antique telephones, bicycles
and sewing machines to color TV sets and
cell phones, capturing the rapid changes in
Chinese society in its recent past. There
were a0 exhibits showing the abolishment
of the 2,600-year-old agriculturd tax at the
beginning of 2006 and the shrinkage of the
population mired in poverty at an annua
rate of 10 million, in the past 20 years.

Dong said Chinese civilization, dating
back thousands of years, has aways
ensured the protection of the rights of
minority groups, women, children and the
disabled. “This is a feature of Chinese
human rights” he said.

To prove this, he points to Chind s eth-
nic regional autonomy system, which is
gipulated as a basic paliticd system in
China's Condtitution. The system serves as
aguarantee to the ethnic minorities of their
specid rights according to law and an equal
accessto thefruits of the country’s develop-
ment and modernization.

China's founding father, late Chairman
Mao Zedong, famoudy said, “Women hold
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up hdf the sky.” Chinese women can work
in any vocation as men and are not discrim-
inated againg for getting married or starting
a family. It is clearly stated in China's
Condtitution that women enjoy the same
rightsas men in political, economic, cultur-
d, socia and family life.

“China has st up a legd system of
safeguarding women's interests, with the
Condtitution asthe basisand the Law onthe
Protection of Rights and Interests of
Women as a main pillar dong with other
related laws and regulations,” said Zhang
Xiaoling, Director of the Human Research
Center of the Party School of the CPC
Centra Committee.

In 1995, the Chinese Government
detailed its first active initiative on promot-
ing gender equality, and followed it with
another in 2001. In the same yesar, the
amended Law on Marriage for thefirst time
introduced provisions banning domestic
violence and compensati on for women after
divorce. The Law on Rura Land Contracts
passed in 2003 stressed the equal rights to
land of married, divorced and widowed
women. The amended Law on the
Protection of Rights and Interests of
Women gtipulates that gender equdity is
China's basic national policy, opposes gen-
der discrimination in the labor market and
domestic violence and, for the first time,
defines sexud harassment.

Zhang points out that a new trend in the
development of women'srightsin Chinais

increasing the budgetary provisons for it.
Specid funds have been dlocated since
2003 to support the rehabilitation, education
and poverty dleviation of the disabled. In
drafting policies, government departments
in hedth care, education and labor have
been taking into consideration the special
needs of the disabled and giving them pref-
erentia treatment.

On December 10, 2003, CDPF
Chairman Deng Pufang was granted the UN
Human Rights Award, which is given out
every fiveyears Asthe eldest son of the chief
architect of Chinals reform, Deng Xiaoping,
he weas tortured at the beginning of the
Culturd Revolution for his family back-
ground and ended up with pardyzed legs.

“Human rights are mankind’s pure and
noble pursuit. | have personally suffered
from a loss of dignity and freedom, which
has made me vaue dignity and freedom
evenmore,” said themanwho is confined to
awhedchair. He dso said he was grateful
that he could personally experience the dif-
ficulties of the disabled and work relentless-
ly to safeguard their rights and improve
their situation.

In line with its commitment to interna-
tional cooperation on human rights, the
Chinese Government has endorsed 22 UN
treeties on human rights, including the
International Covenant on Economic,
Socia and Cultura Rights (1966).

At the 16th National Congress of the
CPC, the Generd Secretary of the CPC Hu
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“China has achieved great progress and
accumulated rich experience in protecting
and developing human rights” said
Ukrainian Parliament Commissioner for
Human Rights Nina Karpachova, who was
spesking a a three-day symposum in
Beijing between November 22 and 24 on
respecting and promoting human rights and
congtructing a harmonious world. She said
people from many countries were preju-
diced againgt China as they were unaware
of the red dtuation in Chinese human
rights. Since 1995, she said, she had paid
severd visitsto different provincesin China
and had witnessed first hand the huge
changes in these places. She believes
China's substantial progress in protecting
human rights is closdly linked to its eco-
nomic development. “China’s rich experi-
encein protecting human rights could serve
asagood referencefor developing countries
a the same devdlopment stage as China”
said Karpachova

Yet many Chinese people redize that
there are problems and conflicts in the
progress of the cause of human rightsin the
country. Severd experts a the symposum
said public education, communication and
discusson on human rights as wel as a
strong lega system were needed to guaran-
tee the redization of citizens rights. They
agreed that on the one hand legidative, judi-
cid and adminigtrative authorities must do
their duty but on the other, a popular culture
of respecting and guaranteeing human

RIGHT TOUCH: Disabled and orphaned children at a Datong Social Welfare Institute in Shanxi Province enjoy their reading in the

inviting interiors of a newly opened library

BEIJING REVIEW DECEMBER 7, 2006

27

SN DN



M BN¢HZ

NATION

YEAR-ENDER

Equal Education

By FENG JIANHUA

he private schod for rurd migrant
workers children thet wes established
by Zhang Gezhen in Beijing has bitter-
ly survived the many dampdowns on
auch schoals over the pest nine years
Zhang's mative is quite smple to endble
migrant children to aford education in urban
aes

“Migrant schodls are what the disadvan-
taged groups use to save themsalvesintermsof
education during the trandtion period when the
planned economy is giving way to a market
economy and therurd populaionisflockingto
dties” said Zhang.

He cameto Bdjing for work in 1995. The
firg thing he did was to find a schod for his
child. Hecontacted dozensof public schools, all
of which reguired him to hand over a condder-
able sum of money caled a “patronege fee’
because his child did not have a Beijing hukou
(regigtered resdence). The lesst expensive
“patronage feg” was two color tdevison sets.
Zhang findly bought two TV sets for 8500
yuanto givetotheschool and then hischildwas
erdled.
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It was dter this tarible experience that
Zhang had the ideaof starting aschoadl for the
children of migrant workers like him. The next
year he dated the preparatory work and in
1997 hisschoal wasfounded. Initsfirst year the
schodl had only 53 gudents but the number
rocketed to 500 in the sscond yeer. In 1999,
Zhang opened branch schools in Fengta,
Daxing and Chaoyang digricts At the pesk,
Zhang hed seven schodls Fallowing Zhang's
footsteps, migrant schodlsin Beijing sorang up
likemushrooms

But many of these sthools are too sdl,
too poorly equipped and don't have the license
granted by the government. By April 2004, the
Fengta Didrict closed down 79 schools,
induding Zhang's schodls there. To dodge the
deandgng, some migrant schools were fre-
quently rdocated. One of the schools moved
aght timesinjust threeyears

Theturning point camein September 2003
when the Beijing Municipd Government ruled
that rurd children could enjoy the same educa:
tion trestment as urban children when they go
to publicschoals After thispalicy wesinitiated,
the Daxing Didrict promised that public
schoals there would receive an 80 yuan bonus

LEARNING TO READ: Students at
a private school for rural migrant
workers’ children in Beijing read
from their new textbooks

for eech migrant child they acoepted.

In 2003, Zhang's Mingyuan
Migrant School gained thefirst license
in Bdjing to opearae such a schoal.
Andin 2004 theschool recaived agoe-
dd gift from the municipd govem-
ment—100,000 yuan in funding—
which makes Mingyuan the firg
migrant schoal in Beijing to recaive a
government subsdy.

According to datitics from the
Beijing education authorities, the dity
has around 370,000 migrant children,
239 unauthorized schools and a total
enrollment of 95,092 gudents.

Zhang underdands the goven-
ment's move to dose dowvn migrant
schools and he thinks such schools
will sooner or later ceaseto exig, given
the increasing educationa opportuni-
tiesfor rurd children provided by pub-
lic schodls. But Zhang il thinks the
dampdown is going a hit too far and
the best way is to gradudly trander
some of the rurd children to public
schoadls while rectifying the substan-
dard migrant schodls.

Narrowing the gap

Chindsrurd population accounts
for 65 percent of thetota, and 150 mil-
lion out of thetotal 200 millionmiddle
school and primary schoal sudentsare
in rurd arees What's worsg, less than 40 per-
cent of the education funds have been flowing
to the countryside.

Qi Tao, head of the Shandong Department
of Education, would never have bdieved the
miserable Stuation in rura educationif he had-
n't ssenit with hisowneyes

“Why do rural teachers prepare ther
lessons on the ground? Why is the dassroom
empty with nothing left when adass is ovar?
Because the teechers don't have thar own
desks and the emptiness is because the desks
and benches are brought to the d ass by the stu-
dents themsdves” the educationd officer said
in describing what he had witnessed when he
ingpected arurd schoal in the province.

“The conditions are so tough there for the
children, it dmost made me ary;” sad Q.

Such poorly equipped schodls are not rare
inrurd China. Theterriblerurd education situ-
dion is rdaed to Chinds unbalanced educa
tiond policy, which favors urban education.
During the period judt &fter the founding of the
People's Republic in 1949, when the country
was in desperate nead of tdent to rebuild the
country, the Central Government had to put its
limited education fundsinto thekey univerdties
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in dtiesto cultivate tdent asfast and as much as possible. But 50 years have passed
and thispalicy has not undergoneany changes. Insteed, it hasbecome more unbd-
anced in some places.

Chind's education expenditures make up only 3 percent of its gross domestic
product, equd to the leve in the 1980sin Western countries. The insufficient input
has long been the bottl eneck restricting the country’s education deve opment.

Other gatigticsfrom theMinistry of Education show that theaverage education
received by rurd people above 15 years of ageis seven years, three yearslessthan
that of urben res dents. Among therurd labor force between the agesof 15and 65,
only 1 percant have had education above the junior college levd, 13 percentage
points lower than urban resdents.

For quitealong time, Chind's compul sory education hasbeen handled by loca
governments. Dueto theimbdancein economic devd opment in different regions,

. _ \ , ; [ Buffet Dinner]
education levds differ from region to region and such an imbaance has been

enlarged. [ g / - r
The Ministry of Education says three fourths of theilliterate or semi-literate (o nterfarnmel )
populaion lives in the countryside in China's west and in regions populated by
minority groups [Came]
Reducing the inequality N
Even within the same regjion, educationa resources are distributed unecualy. |r-'l. Wk y --'.""'51:'.I

Under the examination-oriented education system, mogt of the educationd
resources are dlocated to 0-called “key schoadls’ and “key dases”

To control the enrdlment in these key schoals ahigh entry threshdd hasbeen
st up. If agudent fail sto reach the cut-off soore on the examinations hehasto pay
a lage sum of money cdled a “school-choodng fed” in order to enrdll. In
Chonggaing, for example, thefeefor thecity’sNo. 8 Middle Schoal standsat 35,000
yuan, eguivaent to the annud income for aworking dass family. Under such ar-
cumstances, some parents haveto makeuseof dl their persond connectionsto send
thdr children tothesekey schodls.

A survey of theegudity of ahigh middle school educetion in 10 ditiesshowed
that the 10 percent of childrenfrom families of Party cadresor government officias
and middle- or high-level managers account for 42 percent of the sudent enrall-
ment in key schoals. In Beijing, the proportion Sands at 57 percent.

TheChineseGovernment isnow working on narrowing theinegudity. A series
of government documents rd eased in 2006 ruled that the increassed educationd
budget isto be mainly usad in rurdl education. Rurd students receiving compulso-
ry education have been exempted from tuition and miscellaneous schoal fees and
schodlsarenot dlowed to be Falit into “key schoals” and “non-key schoals”

In addition, many locd govemments have launched teacher exchange pro-
grams. In October, 52 sthools in Shenyang welcomed 1,000 rurd teechers, who
shared teaching experiences with their urban counterparts and received training
from the veteran urban teechers

In September the Zhengzhou educationd bureau in centrdl China began aone-
year teecher exchange program inwhich 646 rural and urban teechers shifted posi-
tions Infive years, the dity will dlow dl urban teechersto teech in rural areesfor
oneyear, said S Futing, the dity’s education bureau chief.

(Thisisthe second of the year-ender serla)

IMHMIr ore

FILLING A NEED: Li Jia, a teacher from a middle school in Zhengzhou,
Henan Province, leads a gym class in Jianshan Village. Li was sent to
the village, which has poor educational resources, during a government
campaign to promote equal education
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Professional Vacancies:

Micro Model Technology & Development
Co. Ltd., founded in 1994, isone of theworld's
leading architecturd modd mekers. To date, more than 2,000 mod-
els have been submitted to our dients worldwide. The modeshep archi-
tects, planners and owners to refine ther work and achieve ther expected
gods

Qudity serviceis one of our company’s principles. It has been guiding
the company to win most of the major fadility projectsfor the 2008
Olympic Games, Chineseairport projects, and internationd project compe-
titionsin recent years. Furthermore, prompt ddivery isanother principle of
the company. Micro hasnever ddlayed any project modd sinceit was
founded. Quality service and schedule control bring more and more dients
to Micro.

Position: Mechanical Designer/Market Manager

Description:

We need candidates who can work in the branch office of our company
in Duba in the United Arab Emirates and are reyponsible for the market
development and bus ness negotietion. Candidates who come from
European countries and have rdated experiencein architecturd design are
preferred. Also, candidates should be excdlent in English and spesk alittle
Chinese.

Contact: John Chen or Sgpphire

Td: 86-10-63898076, 63898077

E-mail: micro@chinacom

Website www.micromodd.com.cn

Lee Garden Service Apartments, Beijing, distinguished for itsfashion-
able design, excdllent service, European syle management and 199 com-
forteble and elegant suites, offers sefe, private and persond service Itis
only 45 minutesfrom the airport and is located right in the center of
Beijing within walking distance to Tiananmen Square and the Forbidden
City. It d 30 neighbors Wangfujing Avenue, the best dining and shopping
areain Bejing.

Postion: Managersfor Reservation and Front Office

Responsibilities:

1. In charge of the entire front desk, which includes handling guest
enquiriesand complaints, gaff management, €c.;

2. Responsible for daly reservations, dient liasonsand rate negotiation
with dients;

3. Take enquiries and liaise dosely with other departments to manage
room availability;

4. Support and train staff according to Lee Garden's standards.

Requirements:

1. University degree;

2. Two years experiencein management work in afour- or five-star
hotel;

Investment Opportunities & Job Information
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3. Knowledge of Chineeishighly prefared;

4. Cugtomer oriented and good business sense;

5. Quick problem solver with good communication and strong leadership
skills and be ng independent with a strong sense of responsibility;

6. Good undersanding of room dlocation and rate control.

Contect: Shelley Lu

Tel: 86-10-65258855 ext. 6201  Fax: 86-10-65266151 (manud)

Address 18 Jnyu Hutong, Dongcheng Didrict, Beijing 100006

Website: www.lgapartment.com

Ingioh.com

Teaching Vacancies:

Shanghai High School isa municipal key high schod in Shangha.
With ahigtory of 140 years, it is one of the most famous high schoolsin
Chinafor its fully equipped fadlities, rigorous study schedule, high morae
and advanced education standard.

The Internationd Divison of Shangha High Schod was established in
1993. The schooal isthefird internationa school founded asaresult of a
joint effort between Chinaand internetiond partnersin Shanghai. With the
divison's parent school, Shangha High Schoadl, providing adminigrative
and academic backing, and with support from the Shanghai Municipal
Education Committee, the schoal is awell equipped and administered edu-
cationa inditute

The Internationa Divison now has around 1,400 international stu-
dents, gtarting from grade four to 12, from all over the world, mainly
from Ada The Shanghai High Schoad is amember school of the
International Baccalaureste Organization and offers IB coursesin
Grade 11 and 12. We need teachers to teach English, Hisory,
Geography, Science, Music, Economics and Art (Painting) with at least
two years' teaching experience.

The full-time teecher’s salary darts a $1,600-2,000 per month according
to qualifications and teaching experience. A full-time teacher has fixed
office hours: from 8:10 am. to 4:10 p.m. and will teach about 20 periods
per week. An annud bonus of $2,600 will be given according to perfor-
mance. The following benefitswill dso be given to ful-time teechers: paid
leave during halidays according to the school’srul es; free accommodation
and acomprehensive rambursement system for medicd expenses

The school term usudly begins in Septerber and expires in next July, or
beginsin February and continues to the next January. If you are interested
injoining us plessefed free to send an e-mail to resume@chingjob.com.

Tianjin University of Commerce is seeking qualified ESL teechers
from native English spesking countries, and Russan and Jgpanese teechers
are dso needed. The contract begins next February and expiresin July
2008. The sdlary is4,000 yuan per month. Candidates should have teech-
ing experience, a college degree, and a teaching certificate. The school
offers free acocommodation and roundtrip arfare. Contact Eric
a contact@chingjob.com.

Hiring trends in China

As the number of college graduates continues to soar this year, competi-
tionfor entry-level jobsisfiercer than ever. More and more schodlsand
training companies have been s&t up to hdp graduates get a competitive
edge in the cutthroat job market, giving rise to ademand for foreign lan-
guage teechers because abig part of the teaching programs are foreigr-an-
guage rdated. However, there are few vacancies for entry-leve foreign job
seekersin foreign companies

Along with the rapid growth of entry-level employees, the number of mid-
leve executives has increasad dramaticaly. After Chinaexpanded its higher
education enrollment in the late 1990s a ongside with the surging number of
foreign companies, more and more students have been working in multina:
tionad companies. Those employees are becoming highly skilled and experi-
enced mid-levd executives, with five to 10 years of vauable experience
working in aforeign compary. Competition for jobsat thislevel remains

tough, to some extent. Meanwhile, mid-level foreign professonds are com-
ing to join thejob market in China They begin to take various postionsin
companies around China And the merging of domestic and international
companies promotes the demand for global professionds such asIT and
the automotive industry.

Senior-level pasitions atract less competition, according to a heedhunter
at Atlantic Resources Technologies Chinatill lacks highly skilled and edu-
cated senior managers. According to China Daily, more than 70 percent of
foreignersin Shanghai teke up management pogtions If you have the
required experience, educationd background and are fluent in Chineseand
English, you will be able to find very good jobs on the Chinese mainland,
egpecidly inlarge dtieslike Beijing and Shangha. Also, professondswho
can only spesk their native language but have expertise that Chinese compa:
nies need are dways wedcomein China Furthermore, they can work witha
flexible schedule: one morth, three months, or a hdf year.




HOTEL INEFORMATION

Twck into owr specally oreated seafood buffet
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w

Dreamtime Party at Treasury Ballroom

Time: 18:30-midnight, December 24
(Sunday)

An exclusive one-night performance
and world-class production from interna-
tional award-winning musician and
entertainer Donny Ray Evins and band
direct from Las Vegas. An impressive
international seafood buffet for you to
indulge in and enjoy with all the
Christmas flair and dreamtime wish -
es is sure to leave you spellbound.

Adults: 1,888 yuan net (inclusive
of wine, beer, champagne, soft
drinks and chilled juice)

Christmas Garnival

Join us for Hotel Kunlun’s win-
ter wonderland Christmas Eve!
A feast fit for Santa, a carnival
of entertainment and the chance
to win two separate spectacular
lucky draw prizes!

This year’s fantastic
Christmas Eve Grand Prize
Lucky Draw: a five-day holiday
for two in South Korea, including
round-trip airfare.

Park Plaza Beijing Wangfujing

Christmas Eve Buffet at Bloo
Dining

Time: 18:30-22:30, December 24

Rates: 488 yuan per adult/228
yuan per child

Children under 3 years old are free
of charge.

VIP rooms are available for groups
of 10 persons at 6,000 yuan per room.
The Christmas Buffet includes free
soft drinks, chilled juices, local beer and

wine, champagne, entertainment and
lucky draw prizes.

lobster, shark fin, oyster, sashami

T [very Prdey 0000 s 3300
Wit gt Rarmmirang o hoaed hobebey P
Price AMR 1509110 per paries,

Pohdng & B Mo oF S0 Orindd and Kol e

For reservations, please dial:

-t s el il e

Holiday Inn Lido Hotel

Christmas Eve Gala Dinner

Venue: Grand Ballroom

Time: 18:30-midnight, December 24

Rates:

Adults: 1,388 yuan and 1,288
yuan, including wine, beer and soft
drinks

Children (aged 4-12): 700 yuan

Grand Hyatt Beijing

Festive Holiday Program

Start your Christmas celebration
this year with a wide selection of
seasonal goodies made fresh every
day at the Patisserie. Or indulge
your Christmas spirit with a series of
special menus designed by our
award-winning chefs. Dine in style
with exclusive party packages, or
reserve a room at a special rate to
make this Christmas a truly unique
occasion, complete with Christmas
carols to add a magic touch.

Festive program reservations: 86-
10-85181234 ext. 3738

E-mail: fb.beigh@hyattintl.com

Venue: Grand Ball Room

Date: December 24

An exciting evening with the Corleone
family of The Godfather fame in a memo-
rable yesteryear atmosphere. Don a
Prada suit, wear a fedora and pose with
the obligatory Cuban cigar. Bring the family,
because as Don Vito says, “A man who
does not spend time with his family is not a
real man!”

Section A: 2,388 yuan+

Section B: 1,988 yuan+
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Foreign Gompanies See Green

Profit figures mostly look good to foreign companies in China

By LAN XINZHEN

avid Dollar, the World Bank's

Country Director for China and

Mongolia, stated at the Fourth

China Investment Climate Forum

held in Hangzhou, capita of
Zhdiiang Province, on November 11 that
foreign companies return on investment in
China reached as high as 22 percent.

Dollar noted that this figure was from a
World Bank survey of 12,400 enterprisesin
120 Chinese cities. About 8 percent of the
respondents are state-owned, 28 percent
have foreign investment, and the remaining
64 percent are privatebusinesses. Thereturn
on investment of foreign-funded companies
is 22 percent, while that for private enter-
prisesis 19 percent.

“Judging from the worldwide Situation,
the return on invesment of both foreign-
funded and private companies in China is
very high,” Dollar said.

The white paper of the American
Chamber of Commerce in China shows that
among the 450 U.S. companies surveyed in
2005, some 68 percent were profitable or
prosperous.

Foreign invesment hasentered hot indus-
trieslike banking, insurance, telecommunica
tions, automohiles, logitics, retailing, manu-
facturing, energy, iron and sted, IT, websites
and red estate According to a report from
XinhuaNews Agency, among indudtries that
are open to foreign capitd, the top five com-
paniesin eech indugry are controlled by for-
eign capitd. Foreign capital has control over
the mgority of assets of 21 industries among
China's 28 mgjor indudtries

The tempting returns from the Chinese
market inspire foreign-funded enterprisesto
constantly expand investment in China

Most profitable industries

According to gatitics from the Ministry
of Commerce, Nationa Development and
Reform Commission (NDRC) and the
National Bureau of Statitics, foreign-funded
enterprises in manufacturing, retaling and
pharmacauticd industries are making the
largest profits.

The manufacturing industry in China
has always been the first choice for foreign
investors, and foreign-funded enterprises
now take the largest share in the market of
this sector.
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Statistics from the National Buresu of
Statisticsshow that from January to October
this year, all sate-owned industrial enter-
prises as well as non-gate enterprises with
annual sales exceeding 5 million yuan
reported total profits of 1.47 trillion yuan,
increasing by 30.1 percent compared with
thesame period last year. Thetotal profitsof
foreign-funded and Hong Kong-, Macao-
and Taiwan-invested companies hit 410.5
billion yuan, up 27.7 percent year on yesr.

The Ministry of Commerce once pub-
lishedaligt of China’stop 500 foreign-fund-
ed companiesin terms of salesfrom 2004 to
2005. They included 405 manufacturing
companies, accounting for 81 percent, and
nine of thetop 10 belonged to the manufac-
turing sector.

In the five years from 2001 to 2005, the
annual increase of industrid added-va ue of
foreign-funded companies was around 30
percent, contributing to one third of the
country’s gross industrid output value. The
tax paid by foreign-funded companies dur-
ing the five years increased by 22 percent
annudly, accounting for over one fifth of

the country’s total tax revenue.

At present, mgjor telecommunications,
petrochemicd, automobile and mechanica
equipment manufacturers worldwide have
extended their production networks to
China More and more multinational com-
panies have placed China as their bases for
manufacturing, marketing, raw materia
purchasing, research and devel opment and
human resources development.

Retailing industry

Statistics from the Ministry of
Commerce show that the average profit rate
of foreign-funded retailing enterprises was
around 3.7 percent in 2005.

Since the Chinese retailing industry was
fully opened to foreign capita on December
11, 2004, transnationa companies have
made great drides in penetrating into the
Chinese retailing market. Statigtics from the
Nationd Bureau of Satistics show that from
January 2005 to September 2006, another
1,580 foreign retailing enterprises opened up
shops in China, five times that before the
opening of the market. After China opened

MAKE IT IN CHINA: Manufacturing is one of the most profitable industries in China.
This picture shows technicians at ChangAn Auto Co. Ltd. testing a new Ford Mondeo car
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ALL FOREIGN: Passing by Lujiazui
financial district in Shanghai,
pedestrians see a great many foreign
companies operating in the city

its business sector in 1992, and until theend
of 2004, only 314 foreign-funded retailing
companies opened shopsin China

The substantia increase in the sales of
foreign-funded retailing companies as well
as the huge potentia of the Chinese con-
sumption market have tempted foreign
retailing companies to open more stores in
the country. Currently, the number of stores
of Lotus Super Center, Wal-Mart and the
British furniture retailer B& Q has al dou-
bled from the year 2004.

In big metropolises like Beijing, Shanghai
and Guangzhou, the retalling market isin the
main controlled by foregn retalers

Pharmaceutical industry

According to gtatigics from the National
Development and Reform Commission, in
thefirg haf of thisyear, the aggregate indus-
trid output velue of the pharmaceutica sec-
tor was 251.09 hillion yuan, arise of 19.47
percent compared with the same period last
year. The total profit of the pharmaceutica
industry reached 18.09 hillion yuan, up 7.65
percent. Among the sdes of the pharmaceu-
tica industry, that of Hong Kong-, Macao-,
Tawan- and foreign-invested companies
accounted for 75 percent, and their combined
profit made up 80 percent of the sector’stotal
nationwide.

When foreign companies began to
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invest in the Chinese pharmaceutica indus-
try, they fird st up a production base in
China, and then transferred the whol e oper-
aiona body, including research and devel-
opment, production, sdes and purchasing
into China. In recent years, they have been
devouring the Chinese traditiona medicine
market and entering the market of the coun-
try'smedical treatment system. Theworld's
top 20 multinational pharmaceutica com-
panies have dready established joint ven-
turesin China. Among thelist of thetop 500
foreign-funded companiesin Chinacited by
the Ministry of Commerce for 2004 and
2005, there were 14 involved in the phar-
maceutical industry, with 13 of them con-
trolled by foreign capital.

New investment trend

The past two years have witnessed new
changes in foreign investment in China
owing to Chinas commitments to the
World Trade Organization to fully open the
country’s market.

“Foreign capitd is now being invested
inthe financial sector,” noted Xin Houyuan,
researcher with the Chinese Academy of
International Trade and Economic Coope-
ration under the Ministry of Commerce.

Following the liging of the Bank of
China, the Congtruction Bank of Chinaand
the Indugtridl and Commercial Bank of
China, foreign companies have been invest-
ing in Chind's financid sector through the
securities market. For instance, since June
2005, Bank of Americahasbought $2.5 bil-

$14 hillion in stock of the Construction
Bank of China. In August 2005, the Royd
Bank of Scotland held $3.1 billion in the
Bank of China

With its full opening on December 11
this year, the financid sector is expected to
become afocus of foreign investment.

According to gatigtics from the China
Banking Regulatory Commission, by the
end of December 2005, foreign banks had
set up 254 offices in China. Standard
Chartered plans to extend its network to
over 20 branches before 2008 and aims at
grabbing 5 percent of China'sretail banking
market by 2015.

The Chinese securities market is a new
hot area for foreign investment. Currently,
Chinahas opened the B-share market to for-
eign investors, and begun to open the A-
share market to qualified foreign ingtitution-
d investors, which means China has opened
its domestic stock market to foreign capital.
In terms of securities firms, Chinaiis begin-
ning to widen market accessto foreign cap-
ital. In 2005, UBS paid 1.7 hillion yuan to
acquire 20 percent of the shares of Beijing
Securities to becomethelargest shareholder
of the latter.

Energy-related fie ds have d so attracted
dgnificant attention from foreign investors.
In September 2005, Peabody Energy, the
biggest private cod company in the United
States, launched a representative office in
Beijing. Currently, Peabody Energy has had
contacts with China Huaneng Group, the
Shenhua Group Co. Ltd. and some large

lion and Singapore's Temasek Holdings
Share of Foreign-Funded Industrial

iron and steel companiesin China, and will p-p

Enterprises in China’s Market

Year Sdes of Total Sales of Market Share of
Foreign Industrial Industrid Enterprises Foreign-funded
Enterprises in China Enterprises
(100 million yuan) (100 million yuan) (%)

1993 3,290.77 38,084.13 8.64

1994 5,528.81 42,398.57 13.04

1995 9,022.61 52,936.21 17.04

1996 10,815.20 57,969.98 18.66

1997 13,019.55 63,451.48 20.52

1998 15,604.60 64,148.86 24.33

1999 17,966.55 69,851.73 2572

2000 22,545.74 84,151.75 26.79

2001 26,022.08 93,733.34 27.76

2002 31,189.27 109,485.77 28.49

2003 43,607.63 143,171.53 30.46

2004 57,831.51 187,814.77 30.79

Major Industries of 2005 FDI in China

Industry Paid-in Proportion of Contractua Proportion Number Proportion
Capital Totd Investment of Tota of of Total
($200m) (%) ($200m) (%) Projects (%)

Manufacturing  424.53 58.63 127357 67.36 28,928 65.72

Finance 123.01 16.99 551 0.29 58 0.13

Real Estate 54.18 7.48 194.01 10.26 2,120 4.82
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provide rav materids for and carry out
technologica exchange with Chinese elec-
tric and iron and steel companies.

Energy companies based in Austrdia,
South Korea and Japan are also seeking
opportunities to develop coal mines in
Shanxi, Shaanxi and Inner Mongolia
through shareholding.

In addition, foreign capita will sweep
into the petrochemical industry. On
December 11 this year, China opens its
refined oil wholesaling market to foreign
capital, marking the end of the transitional
period following China's WTO accession
and the full opening of the domestic oil and
petrochemica market.

Currently, BB, Oman Qil, ExxonMobil
and Shell have dl been involved in the
Chinese petrochemica industry.

It is foreseegble that in the next few
years, more foreign capita will pour into
Chind's petrochemical sector.

“Intermsof theinvestment strategy, for-
eign investors give priority to acquisition or
exclusive investment,” noted Xin.

In the early years of Chinds reform and

opening up, foreign investors chose to set up
joint ventures or cooperate with Chinese
enterprises. In 2005, however, exclusve for-
egn-funded enterprises accounted for 73.4
percent of the totd number of newly estab-
lished companies. Meanwhile, acquistion
has become ancther important method for
foreign capita to enter China From 2005 to
2006, acquistion with foreign companies
acquiring Chinese ones became a common
practice. For ingtance, Wa-Mart acquired
Trust-Mart, which ranked 11th in the
Chinese retailing market. After acquiring 40
percent of Shandong SEM Machinery Co.
Ltd’s stocks this year, Caterpillar is seeking
stock in Chinds leading enginegring and
mechanical enterprises like Xiamen
Meachinery and Shanghai Diessl Engine Co.
Ltd. The number of acquisition casesinvolv-
ing more than 100 million yuan eech has
exceeded adozen between 2005 and 2006.

Foreign investment policy

For the Chinese Government, attracting
foreign investment is an unswerving policy,
but focuswill belaid on optimizing and rec-

This Holiday Season
all that glitters
could really be a diamond...

dliamsnmd

Gala Denrmar, Do East of Thind Elemsants. Joth Do

This Halidey Seasen, we BRing the bling!
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tifying the use of foreign capital. On
November 10, the Nationad Development
and Reform Commission made public the
plan to use foreign capitd from 2006 to
2010. Li Pumin, Director of the NDRP
Policy Research Department, steted that a
major task in the future is to lead foreign
investment to the country’s central and
western regions.

As a matter of fact, due to the shortage
of land resources and labor in the eastern
coadtd area—and the saturated market—
foreign businesses have dready switched
their atention to the centrd and western
pat of China, where more favorable poli-
cies are offered. The NDRC's plan con-
formsto this trend.

Li noted that in the next five years, pri-
ority will be given to the introduction of
advanced technology, management exper-
tise and high-qudlity professionals.

“Management over foreign capita uti-
lization should be more rational and effec-
tive and gtrike a balance between the use of
foreign capital and domestic economic and
socid development,” said Li. .
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Europe vs. America in Ghina

How are the regions addressing their companies’ problems

on the mainland?

By LIU YUNYUN

Companies of the world, are you
ready?

The dluring Chinese market will be
fully opened to foreign investment on
December 11, marking the end of the coun-
try’s trandtiond period of its World Trade
Organization accession.

As this threshold mark nears, the
European Chamber of Commerce and
American Chamber of Commerce
(AmCham) have both issued their reports
on their member nations business opera-
tions in China, andyzing problems and
looking for future solutions at acritical time
in China's market opening.

But let'sfirst get rid of any abstract talk
and go right to the tense scene of competi-
tion a Beijing's fourth automobile exhibi-
tion, which attracted 600,000 spectatorsina
mere nine-day showcase on November 18-
27. And undernegth the exhibition's mag-
nificent splendor were the manufacturers
racked nerves.

Volkswagen was there, feeling the tense
air. Currently, the market share of
Volkswagen in Chinahasrebounded to 17.5
percent, and itsbusi ness executives are lead-
ing the company to rejuvenation in the
Chinese market. However, to Volkswagen's
displeasure, inthe same exhibition this yesr,
the debut of the attractive Chryder 300C
was a so amagnet for Chinese viewers, who
were eager to have a glimpse a the local-
ized Chryder vehicle.

Then there was Chery Automobile, an
emerging Chinese automaker targeting the
low-end market. Its QQ series of cars, cost-
ing no more than 40,000 yuan each, wins
Chery many younger fans. The Chryder
300C, at 400,000 yuan, is way too expen-
sive for an ordinary Chinese buyer.

Thisis Chinanow, aland of internation-
d competition where multinationas go up
against competitors on Chinese soil while
fending off homegrown rivals.

To some extent, that has the American
and European chambers of commerce in
China in an uproar, doing what they can to
create more favorable conditions for the
companiesthey represant. But inlisting their
complaints they have suggested compelling
differences in the way America and Europe
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TAKING THE LEAD: Companies like Microsoft are paving the way for American IT
success in China

arelooking to succeed in the Chinese market.
While European business largely wants to
change Chinese policies, American ones are
beginning to look back home for solutionsto
better business That may not be a bad ideg,
because as Ministry of Commerce researcher
Me Xinyu says, Europe has the edge in at
leadt oneimportant industry because of U.S
bureaucrati c bumbling.

The buck stops where?

When embracing the enormous oppor-
tunities brought about by a more open

Chinese market, European companies and
U.S. ones are vaguedly uneasy. Who will get
thelion’s share, and what problemsare hin-
dering their expansion and profitability?

“While the survey shows American
companies continue to be bullish on China,
they are facing increased competition on a
number of fronts” said the 2006 China
Business Report by AmCham.

Further, increasing | abor costs and oper-
ational costs had been squeezing compa
nies profit margins, the chamber found.
Meanwhile, U.S. companies are getting
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price pressure and direct competition from
domestic companies. “ Those two factors
are taking a toll on the bottom line of
AmCham companies,” Laurie Underwood,
Communications Director of AmCham in
Shanghali, told China Radio Internationdl.

But AmCham doesn’t see the source of
all itscompanies problemsin China. It puts
a lot of dress on palicies that need to be
changed in the United States.

AmCham noted that the United States
lengthy and uncertain visa process and
sometimes embarrassing entry require-
ments due to security remain a distinct
deterrent to “buying American.”

Indeed, 44 percent of survey respon-
dentssaid they had logt Significant salesasa
result of U.S. visaissues. Almost 70 percent

said they now avoid arranging meetings in
the United States because of concerns about
obtaining avisafor their customers.

Further, dthough 75 percent of compa:
nies that increased their exports to China
were profitable, U.S. exporters seem to be
less competitive in capturing China market
share. AmCham blamed this on insufficient
government trade support, noting that Japan
and Germany eaech have substantial govern-
ment offices and industry organizations to
promote trade.

The chamber also

AmCham dleged that the technology can be
purchased from non-U.S. sources, which
diverts busnessto U.S. competitors.

“All branches of the U.S. government
need to recognize that our failure to take full
advantage of the opportunity that Chinapre-
sents is contributing to our bilateral trade
deficit,” the AmCham report said. In 2005,
the U.S. trade deficit with China stood at
$201.6 hillion, and that of EU was 106.0
billion euros.

But  strikingly

different  from

atacked U.S export poli-
¢y. For safety concerns, the
United States strictly con-
trol sthe exportation of mil-
itary technology. But

-~

to Compete in China

new opportunities to EU operators.

Opportunities for EU Businesses

# The evolution of EU-China trade reflects the evolution in overall
EU trade with emerging economies. While the latter, and China in
particular, are making significant gains in some segments of high
technology products (such as laptop computers, mobile phones and
DVD players), the EU is strengthening its specialization in high-qual-
ity products in preference to low- and middle-quality goods.

# Commission studies indicate that the expansion of the Chinese
market will continue to bring important benefits to EU business
operators. Although Chinese companies will become competitive in \
more market segments (for example in basic chemicals or some
types of vehicles), other segments will expand rapidly (for example,
specialty chemicals or demand for capital-intensive car components), offering

# The EU is particularly strong in exports of machinery and vehicles, which
account for two thirds of all EU goods exports and one third of all Chinese

Opportunities for American
Businesses to Compete in China

# As China modernizes and its buying power
increases, we expect export opportunities to increase
as many higher-end products made in the United
States will be increasingly attractive to the Chinese.

# The Chinese economy is increasingly requiring
services in which the United States has a strong com-
petitive advantage. The 20 percent growth for 2004 is
the highest rate for U.S. cross-border service exports
to China since 2000.

# Imports of travel, passenger fares, and other
transportation services totaled roughly $5 billion and
made up the vast majority of U.S. cross-border
imports from China.

Source: White Paper 2006 of AmCham China

N

/

imports of machinery. EU exports to China of chemicals have doubled in the last
five years, making China the EU’s second largest export market. There is poten-
tial to increase EU market share in line with EU performance in other markets. As
China develops, its demand for high-end branded European consumer products
will increase.

# In order to succeed, EU operators will need to develop a more thorough
knowledge of the Chinese market and play on their comparative advantage.
Europe’s chief assets in its trade relationship with China are innovation, special-
ization, quality, related services and brand identity. High unit labor costs are not
necessarily an impediment to export success. The strongest performing
European exporters to China have some of the highest labor costs in Europe.
\ Source: EU-China Trade and Investment: Competition and Partnership

J

Parent Company Net Profit Financial Performance Estimate

Margin (2005) (2006)
14 Break even
Negative
Small loss
B o5%
Profitable
5-10%
Very profitable
B >10%

Large loss

Source: European Union Chamber of Commerce in China European Business Confidence Survey 2006
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AmCham’s inward nationd criticism, the
European Union Chamber of Commerce
policy paper tended to pressure the Chinese
side rather than seek internd solutions.

For ingtance, while American compa-
nies are caling for loosened U.S. govern-
ment control on certain technologies, espe-
cidly military technologies, the European
Union complained that transferring propri-
etary technology to China was often made a
precondition of bidding on Chinese govern-
ment projects. The EU chamber added that
China imposes local content requirements,
which limits EU exports and unfairly aids
the local industry.

Which region has it better?

U.S. Companies’ Profitability
in China
Large loss

Break even,
or Small loss

Very profitable

B Profitable

Source: 2006 AmCham-China Busness Climate Survey
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The overdl strength of American companies cannot be ques-
tioned, said Me& with the Ministry of Commerce.

But, according to latest data from the General Adminigtration
of Customs of China, from January to October, the EU continued
to be the country’s largest trading partner, with EU-Chinabilateral
trade reaching $218.9 hillion and rising 24.2 percent over the pre-
vious year. The United States was the second largest, with bilater-
a trade volume of $214.52 hillion and a year-on-year growth of
24.6 percent.

The EU is particularly strong in terms of exporting technology,
asit isthe largest technology exporter to the country.

Statigtics from China’s Ministry of Commerce show that in the
first 10 months of this year, China and the EU signed 2,124 con-
tracts of technology introduction valued at $7.78 billion, accounting
for 41.5 percent of the totd contractual value of technology intro-
duction. But the United States ranked third following Japan, and
held 16.6 percent.

“In terms of mechanical and dectrica products bearing more
technology content, European companies are more competitive
because EU officids are posdtive in enacting favorable policies pro-
moting hi-tech cooperation with China while the United States
imposes grict control over technologies,” Me said. “No other trade
community can compareto the EU in terms of the high level of tech-
nology cooperation with China”

In comparing the competitiveness and opportunities of EU com-
panies and American companies, Ma noted, “The advantage of EU
companies is tha the trade palicies of their home countries are rda
tively relaxed. The American compani es possess more advanced tech-
nology but the problemisthe U.S. stubborn export control over hi-tech
products and the visa problems”

When Beijing Review asked which region has brighter business
prospects in China, Me pointed out, “EU companies may teke the
lead in mechanica and electrical products, the IT industry will beled
by U.S. companies, whilein terms of |uxury commodities, European
companies definitely own a competitive edge” .

=
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EURO-TECH: European technology companies like Nokia are
performing quite well in the Chinese marketplace
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PriceSmart’s Dumh Moves

Desperate market expansion and unreliable
capital management led the company to fail

By TAN WEI

n October 23, nine of the former

senior management staff of

PriceSmart Membership Shopping

were summoned for interrogation

at the Firg Intermediate Peopl€e's
Court of Beijing.

The case, understandably, attracted atten-
tion from a large number of people. Zhao
Kun, an dias dueto hisreques for anonymi-
ty, from northeast China's Harbin City, was
among them. Zhao was one of the suppliers
of PriceSmart, which had defaulted on a pay-
ment of goods for over 300,000 yuan. But
thistria didn’t bring him any good news.

The court hdd a three-day trid involv-
ing dleged contract fraud and illegd capital
withdrawa a PriceSmart, and looked into
the criminal responsbility of itsnine senior
managers. But the court didn’t make a rul-
ing on how to handle the large amount of
money the company owed to suppliers.

Zhao'swoeisjust the tip of theiceberg
of PriceSmart’s failure to pay for goods.
PriceSmart was in default on payments to
suppliersof nearly 2 billion yuan, excluding
its loans from banks—it owed more than 1
billion yuan to banks.

Meanwhile, the absent company
founder, controller and chief suspect in the
PriceSmart case, Liu Wuyi, had left the
country, leaving behind a fragmented and
heavily indebted PriceSmart.

The company’s case study serves as a
lesson for the business community and gov-
ernment dike. Essentidly, the mora of the
gory isn't good, and neither is ill-consid-
ered growth.

Becoming notorious

In 1995, Liu registered a company caled
PriceSmart Membership Superstore Enterprise
Group (PM Group), which damed to be
derived from the trademark “PriceSmart”
under U.S Price Enterprisesinc.

It is notable that athough the
PriceSmart set up by Liuwasthefirst mem-
bership-only supermarket in China and
based on the U.S. modd, the Chinese PM
Group is actudly a private company with-
out any foreign capital. It adopted akind of
franchise store operation. Whenever a new
PriceSmart supermarket opened in China, it
would pay asum of money to the U.S. side.
Apart from the money, the PM Group China
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had no connectionsto the U.S. side.

In the next eight years, Liu expanded
PriceSmart by starting membership stores
nationwide, and in 2001, he aso devel oped
N-Mart to attract non-membership cus
tomers. By the end of 2004, he had opened
dtogether 48 storesin Chinaand the nation-
wide saes once hit 4 billion yuan ayear in
itsheyday. Liuwas doing agood job target-
ing the wedlthy demographic.

“Cars parked outsde of PriceSmart
were al imported, and those who drove
homemade cars to a PriceSmart would be
mocked at,;” said Cheng Keneng, once a
member himsalf.

“In the beginning, PriceSmart followed
the rules and regulations docildy and was
welcomed in local areas” said Zheo.
“When Liu Wuyi found it so easy to tap
money by opening more stores, he became
crazy about opening new stores and once
ordered to open 70 more in three years.
However, due to the lack of capitd, talent
and proper management, PriceSmart's
expanson wastotaly out of control.”

In 2004, banks tightened credit for
PriceSmart, which put pressure on the com-
pany’s capital chain. In July 2004, the
Changsha PriceSmart was accused by
Nanfang Condruction Materid of owing its
company atotal of 28.09 millionyuanin rent,
water and dectridty fees. As areault of the
lawsuit, the Changsha PriceSmart wasforced
to close, aeging a domino effect. Locd

banks and suppliers dl urged PriceSmart to
pay off its debts. Eventudly, because of capi-
tal chanproblems, dl PriceSmart soreswere
daosed by March 2005.

Dangerous pattern

The formerly resplendent private retail-
ing enterprise came to a dead end with
about 2 billion yuan in debt.

One question mary inquiring minds
want to know sincethe company’s downfall
is this What were the company’s funda-
mental problems?

“The root of the PriceSmart crissisin
its dangerous business pattern,” said Yang
Qian, aprofessor of management at Beijing
Commercid Management Cadre College.
Yang sated that PriceSmart manipulated
money from banks and suppliersin order to
get more market share whileits own capita
was very limited. Onceonelink wasin trou-
ble, dl the dominoesfdll.

Yang said that the daily revenue of a
20,000-sguare-meter PriceSmart or N-Mart
store was about 1 million yuan, and Liu
could get 60 million in two months. But
PriceSmart used to settle accounts with its
suppliersonly oncein aperiod of morethan
three months. Then Liu could teke the 60
million yuan in accounts payable and open
anew gore. In this manner, more and more
stores were opened. Understandably, the
capital chain built on suppliers money and
bank |oans was extremely fragile.

Beginning in 2002, PriceSmart was fre-
quently accused of ddaying payment. Inthe
middle of 2004, suppliers united to boycott
PriceSmart, causing acomplete bresk in its
chain.

“From then on, the capital black hole
had been reveded,” Yang said.

As a matter of fact, it was not just
PriceSmart that was running this dangerous

BLUE MAN GROUP: PriceSmart’s senior management suffered the consequences of
being too eager to expand
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Membership Shop
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NOT SO SMART: Due to illegal money
management and expansion, PriceSmart
won'’t be courting any more members
like this one

operating pattern. Many retalers are ill
expanding their business in this way. Chen
J, a professor a Beijing Technology and
Business University, pointed out that U.S.
supermarkets atach great importance to
credibility and gick to the terms of con-
tracts. There, it is much less posshle to
delay suppliers’ payments.

However, a considerable number of
domestic retailers ill dream of maintaining
business operations and expanding viabank
loans and suppliers’ money. Once the banks
and suppliers withdraw their money, the
retailers are hit hard and even collapse.
They eventualy get themsalvesin trouble.

The blind worship of foreign brands
was another factor in the dangerous opera
tion of PriceSmart.

“Many loca areas worship imported
brandsblindly and the governments are keen
on attracting investment to boost GDP' said
Zhang Yulin, assigant researcher of the
Chinese Academy of Internationa Tradeand
Economic Cooperation under theMinistry of
Commerce. Zhang noted that local govern-
ments shouldn’t spoil retailersin the name of
achieving good performance, increasing
employment and taxation.

“The inaufficient information disclosure
and irregponsible investigation and gpprova
sysem naturdly giveriseto over-competition,
leading to a disordered market,” Zhang sad.
He noted tha PriceSmart's shops took bank
loans by guaranteeing one ancther, which is
the leadt reliable practice and isdangerous.

It was |ater proved that thiskind of guar-
antee actudly offered a corvenient way to
manipulate capitd, leading to alarge amount
of bad debt in banks. To some degree, banks
were dso responsble as they didn’t have a
comprehensve gpproval and investigation
system for debtors. The banks cardessness
essentialy hd ped gpoil PriceSmart.
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Alarm bells for all

Zhao said from his perspective, the gov-
ernment and business world now should be
more aware of the importance of strength-
ening legidation in the market and prevent-
ing retailers from illegally tapping money
through unbridled expansion.

“I1f the legidation and supervision is not
strong enough, such cases like PriceSmart
will till occur,” Zheo said.

Zhao's prayer is now being answered.

On November 15, the Administrative
Measures for Fair Transaction Between
Retailers and Suppliers was jointly issued
by the Minisry of Commerce, Nationa
Development and Reform Commission,
Ministry of Public Security, and State
Adminidration of Taxation. These mea
sures state that the retailers should pay for
goods in less than 60 days.

Huang Ha, assdat to the Miniger of
Commerce, sad thet some retalers in China
adopt asmilar operating pattern as PriceSmart,
ddaying payment to suppliersfor three or four
months with the excuse of opening new stores.
In this way, the retailers can expand ther busi-
nessrepidly, but o, dangeroudy.

“In China, there is much more supply
than demand, and dso due to the lack of
restrictive lavs, many retailers are integrated
to form retaler giants and abusethar market
advantages, which gives rise to unfair and
unjust transactions” Huang sad.

Retailers default
on payment has fre-
quently caused busi-
ness crises.

“Private retailers
generdly lack capi-
td; hence they have
the inclination to stall
payment to suppliers
and bank loans to

BUSINESS

“Although we remove geographic and
quantitative restrictions on shops, we will
dill carry out an examination and approval
system,” Huang said. “Foreign enterprises
should act in line with the commercia net-
work planning of local governments. If they
don't, they are not alowed to open.”

Furthermore, according to the Law of the
People€'s Republic of China on Foreign-fund-
ed Enterprises and Law of the People's
Republic of China.on Chinese-Foreign Equity
Joint Venture, “If theforegn-funded enterpris-
€s are going to open new sores and expand
their operating scde, they mug increase
invegment, without which they won't be
dlowed to open new gores” said Huang.

Zhao sad the implementation of the new
messures is without doubt good news.
However, Zhao aso worried that some retail-
ersaresmply too aggressive and leave adoubt
as to whether the measures can be properly
enforeed.

Zhao sad that before the implementation
of the new meaaures, there were other Smilar
regulations on retailers However, the enforce-
ment departments didn’t punish enough.

“We are unsatisfied with the exploitation
of retailers, but because of competition, we
suppliers must enter the big shopping cen-
ters” Zhao said. “If we lose one big retailer,
it means we are going to lose dozens of its
networks. It dso means we send the market
share to our competitors” .

After visiting us, you |l know

open more shops g that we are more than just a clinic.

sad Huang. He .
pointed out that this s
operating pattern was
dangerous and could
eadly cause a break
in the capital chain. It
adso offers a conve- !
nient way for retailers
to run away with the
money.

Meanwhile, the
newly enacted gov-
ernment  measures
aso have specid reg-
ulations for foreign "
enterprises. Firg, for-
eign enterprises will
be subject to business
network investigation
if intending to open a
businessin China
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Not Just A 2008 Thing

The Olympic Games only span several days, but their econom-
ic impacts last years and can be quantified on the level of GDP.

Chen Jian, Secretary General of the Beijing Olympic
Economy Research Association (OERA), noted that the
Olympic economy essentially lasts nearly a decade, beginning in
2001 when China won the bid for hosting the 2008 Olympic
Games and ending three years afterward.

He Zhenliang, Honorary Chairman of the Chinese Olympic
Committee and member of the International Olympic
Committee (10C), has the following estimates:

The Olympic Games, on average, will add 1.7 percentage
points per year to Beijing’s GDP. By 2007, Beijing’s GDP is
expected to reach 600 billion yuan.

During this decade, the service sector in the city will experi-
ence an average growth of 13.7 percent per year, while growth
in finance and insurance, tourism and exhibitions, commercial
services and logistics is expected to average 10-14 percent. The
number of new jobs created will reach 320,000 per year.

Of course, this new Olympic economy is a prime opportunity

for investors.

The Pie-Garving
Contest Has
Begun

By JUMBO ZHANG

imeisticking by with less than two

years remaining before the opening

ceremony of the Beijing Olympic

Games. Pre-games business activi-

ties, however, are dready in full
swing.

The Beijing 2008 Olympic Games bud-
get is 290 billion yuan, and is primarily
being spent on infrastructure. But the
Olympic economy means much more than
this. The extra demand created by the
Beijing Olympic Games across dl sectorsis
expected to total around 600 billion yuan.

Real estate and construction

Thered estateindustry iso neof thebig
direct beneficiaries of the Olympic econo-
my. Massive public construction projects
such as stadiums, transport networks and
environmental congtruction and improve-
ment act as catalysts for the red estate mar-
ket. Thefour most recent hosting citieshave
all seen price hikes in the property sector.
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The effect is less noticeable in Atlanta, but
post-Olympics market prices in Barcelona,
Sydney and Athens are al up more than 50
percent.

The Beijing property sector is currently
experiencing a relatively moderate rise in
valuations. From January to August, the
prices of newly built commercial properties
increased by 8.2 percent, while residentia
rates were up 10.7 percent. But Li Minyi, a
professor at the Bejing Technology and
Business University, warns against impulse
buying in the midst of the Olympics run-up
and advises buyers of the possble pos-
Olympic trough effect that may see proper-
ty vaues dide.

Other sectors that are expecting to
cash in on the Olympic boom range from
hotel sand serviced apartmentsto catering
and many other tourism-related ventures.
By 2008, it is estimated that Beijing will
have 15,000 hotels, of which 800 will be
star-rated, with 130,000 available rooms.
Budget and theme hotels, as well as
home-style hotels located near the
Olympic venues, will find extra favor
with travelers.

The construction sector is prospering.
By 2008, Beijing will have up to seven
metro lines plus another line directly ser-
vicing the Olympic Park. Businesses deal-
ing in cement, glass and new building
materials are set to benefit greatly.

FUWA CRAZE
Considerin
of mascot-relat
in previous
eijing’
see strong sales too

i

Meanwhile, all facilities and air-condition-
ing units installed in the Olympic Village
will be powered primarily by geothermal
hesat, and hot water for showers and power
for lighting will be supplied through solar
and wind energy. Many small businesses
will be provided with business opportuni-
tiesin this market.

Tourist souvenirs: a massive market

Trading in mascots and other franchise
items at the Sydney 2000 Olympic Games
was valued at $500 million; sdes of the
Athens 2004 Olympic mascots—Athena
and Phevos—totaled around $840 million.
The sales outlook for the five Fuwa dolls
that are the mascots of the Beijing Olympic
Games is projected to be no less rosy than
that of Athens.

Getting into the Olympic mascot and
franchised souvenir business may be diffi-
cult for small businesses. But Du Wi, Vice
Director of the OERA, advises companies
to have abroader vision. In 2008, Chinawiill
welcomean influx of over 100,000 athletes,
officids and tourists, many of whom are
likely to journey to the many tourist spots
across Chinaand buy local souvenirs dong
the way.

Cashing in on the Olympic Village
and surroundings

The Beijing Olympic Games will aso
trigger demand worth 43.2 billion yuan in
the logistics sector. Delivery of goods
directly linked to the Games will account
for 491 million yuan, of which tourism as
well asretail and catering will represent 141
million yuan and 350 million yuan respec-
tively.
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Ru Yihong, professor at Beijing
Jaotong University, advises dl Beijing
businesses in the logistics sector to expand
their services to cover al aress, hotels
accommodating delegates and officials, the
press center and the Olympic Village.

Meanwhile, Vice Secretary Genera of
Beijing Leasing Association Yu Xiaomel
believesthat leasing servicesisan ided sec-
tor for smal businesses to help address the
short- to medium-term need for use of
goodsduring the Games period. Theleasing
market is valued a more than 20 hillion
yuan, haf the size of logistics market but
till substantial.

Specialized leasing opportunities
include engineering equipment, broadcast-
ing facilities, vehicle chartering, trangporta
tion, sports facilities and parking garages.

Insuring the athletes

The 10C, for the first time, took out
“Olympics Cancdlation Insurance’ worth
$170 million for the Athens 2004 Olympic
Games, which covered the risk of games
being postponed due to war, terrorism,
earthquake or flood. An even greater oppor-
tunity, however, lies in persona accident
insurancefor athletesand visitors. The latter
carries ahigher chance of profitability.

Nationa reguldions rule that the mini-
mum amount of personal accident insur-
ance per traveler, payable by the trave
agency, is as follows: 300,000 yuan per
oversees traveler; 100,000 per domestic
traveler. Travelersfrom devel oped countries
tend to have a better grasp on the concept of
persond insurance, usualy choosng per-
sonal accident insurance with high compen-
sation. .
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Five Sectors
That Need
Olympic Help

By JUMBO ZHANG

mall and medium-sized businesses
need tolearn to seek out anichemar-
ket. Where there is demand, there is
dways amarket. But competitionis
tough and businesses mugt postion
themsdves correctly to sniff out the right
opportunities during the critica pre-Olympic
run-up period. Five aeas are paticulaly
compelling: technology, food and beverage,
congtruction, hospitality and handicrafts

Technology

Du W of the OERA seesthe Olympics
as aplaform of huge potential for technolo-
gy companies. Smal and medium-sized
businessesare advised to pay particular aten-
tion to networking, security check technolo-
gy and anti-forgery technology in terms of
tickets and credentials of various kinds.

“Quite anumber of technologica appli-
cations have found practicad uses, such as
solar-powered vehides, face recognition
technology, environmentally friendly sani-
tary products and energy-saving air-condi-
tioning, many of which were contributed by
high-tech small businesses” Du said.

Food & Beverage

This is certainly a huge market, but a
wide variety of tastes need to be taken into

IONEN IS FHNIK
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account. Around 270,000 participantsand 7
million spectators from 202 countries and
regions are forecast to descend on Beijing
for the Games, which add up to a lot of
meds. “The availability of entertainment
and recreational facilities around the
Olympic Village, restaurants with a variety
of dining choices and internationd-level
sanitation facilities offer an enormous num-
ber of business opportunities” sad Du.

Construction

Many opportunities are available in
the construction sector. The 2008 public
bidding for sole suppliers and supporting
suppliers for the Olympic Games, held at
the Guangzhou Garden Hotel in June this
year, revealed a sourcing plan valued at 2
billion yuan. Many of the winners were
small and medium-sized businesses in the
Pearl River Delta. Demand for items as
small as high efficiency bulbs and aslarge
as elevators is huge. Environmentally
friendly and green products have a signif-
icant edge.

Hospitality

Now is the time to prepare for this sec-
tor. Opportunities abound. Service quality
and branding can be improved to prepare
for full-house occupancy that will send rev-

enues soaring; and thereis ill ashortege of
cheaper budget hotels.

Handicrafts

Experience from past Olympic Games
proves that finely crafted souvenirs with
strong loca character are snapped up by
tourigts like hotcakes. Thereislikdy tobe a
big market for items such as Hangzhou
silks, Yunnan tapestries and miniature stadi-
um models.

“It's not necessary to get the qualifica
tion to produce Olympic souvenirs” Du
said. “Aslong as your products are of good
aesthetic quaity, embody an essence of tra
ditiona folk art, and are findy crafted and
reasonably priced, you stand to have a good
market.”

Wang Huamin, Deputy Director of the
Beijing Indugtrial Olympic Economic
Action Steering Committee, urges investors
to widen their vision. “Artides carrying any
connection to the Olympics and Olympic
venues will be recognized as Olympic sou-
venirs” he said. “Businesses may by dl
means play the Olympic card” .

(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, offer or solicitation to buy
or sell any securities whatsoever.

41



42

Doing Business in China

This is the
sixth and
last in a
series of
articles
where we
identify

some of the
common
mistakes
made when
making an
investment
in China

By CHRIS DEVONSHIRE-ELLIS

Important tax issues that are com-
monly misjudged

VAT treatment

There is till one commonly held miscon-
ception about the“ VAT Exemption on Exports”
If the refund rate islower than the levy rate, the
company must bear the additiona VAT cost on
exportation. The VAT cost is calculated as fol-
lows:

Manufacturing company:

VAT cost = (export cost - free duty import-
ed raw materia cost) x (levy rate - refund rate)

Trading compary:

VAT cost = cost of locad purchased raw
materid X (levy rate - refund rate)

Generaly spesking, the levy rate is 17 per-
cent, while the refund rate is 13 percent.

Customs deposit on imported raw
materials to be subsequently export-
ed

We often hear the misconceived statement:
“Thereisno VAT and customs duty levied on
imported raw materias used for manufactur-
ing goods localy if they are then finaly
exported 100 percent.” It isincorrect. Actualy,
newly established foreign-invested enterprises
(FIEs) must still make atax deposit to the cus-
tomsfor VAT (at around 17 percent) and remit
duty on the initial importation, for a period of
time of generdly six months. Many new busi-
nesses do not budget for this asinitial working
capital to be contributed as part of registered
capital, leaving them short of operating cash
later on.

Enhanced profits repatriation—
reducing profits taxes in your busi-
ness

This is atax issue, and applies to dl FIEs
that sdll services or products in China. If no
gructurd changesare madeto your FIE articles,
you will spend 4-13 percent of your total
turnover on profits tax payments. FIES, as men-
tioned earlier, are not just simple licenang
applications, and if you treat them as such, you
will end up with an inefficient business.

Enhancing your China profitability by
reducing your profitstax burden is essentidly a
matter of introducing into the business a series
of alowable service contracts between the FIE
and its parent company back home. These ser-
vices can include:

o Management expertise;

« Royadlties such asfor trademark and patent
use;

« Interest and administration on loans made
tothe FIE; and

o Other services as required.

These services rendered to the China FIE
generdly atract a withholding tax rate of 10
percent if based in a free trade or smilar zone
and 20 percent if based esawhere in China
Thismeans, for an invoice of $1,000 sent to the
Chinaentity by the parent, the China entity will
have to deduct and pay to the local tax bureau
either $100 or $200, depending upon their
locale, and remit back home the balance, being
either $900 or $800 respectively.

However, this compares favorably against
the profitstaxman at the year-end. If the money
is left in the company, the profits taxman will
levy rates of 15 percent (if in afree trade zone),
24 percent (if in amunicipality) and 33 percent
if elseawhere (tax holidays excepted). That
means payments in profits tax of $150 if in a
free trade zone, or $240 if in amunicipdity or
$330 if elsawhere, obvioudy being less com-
petitive in tax treatment.

Accordingly, to take advantage of this, an
enhanced profits repatriation structure needs to
be built into the FIE articles and inserted (they
do not gppear in norma drafts), and a series of
contracts need to be agreed between the parent
and the FIE and registered with the tax authori-
tiesin Chinafor assessment.

Establishing a local company by
using local staff’s name

Some foreign investors don't wish to go
through the required FI E registration processto
set up their operations, for reasons such as hav-
ing to part with higher amounts of registered
capital, or that certain industry sectors restrict
foreign investment. However, alocad company
under local staff’s namesis not your company,
even if foreign investors funded the capitd of
the local company. If there is any dispute with
such geff, theforeigninvestorsinit will haveno
legal mechanism to protect their assets.

Additionally, domestic companies, even if
indirectly invested by foreigners, have no
rights to transfer profits overseas, as the
money is earned by a local company and is
subject to loca taxes and regulations restrict-
ing the movement of such companies money
out of China. .

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

Finnair Doubles Numhber of Flights on Its Tokyo Service

From the beginning of December, Finnair has increased the number of return
flights between Tokyo and Helsinki to four from the previous two. Airbus A340-300
aircraft are used on the route.

“Obtaining additional flights is a real achievement, which we have long awaited. It
is also fantastic news for our customers. Our increased capacity to Japan will pro-
mote the development of good economic relations between Finland and Japan, and

boost tourism and cultural exchanges between the countries,” said Finnair's Senior
Vice President Commercial Division Mika Perho.

The flights operate from Helsinki to Tokyo on Tuesday, Thursday, Saturday and
Sunday, and from Tokyo to Helsinki on Monday, Wednesday, Friday and Sunday.

Star Alliance Launches New Service

Star Alliance is committed to offering new products
and services to make global travel more convenient and
flexible.

Apart from its Around the World Fare, Circle Asia
Fare and Circle Pacific Fare, it has launched a
Corporate Plus program thoughtfully designed for busi-
ness travelers around the world.

Arranging business tours can be troublesome for

many multinational companies, especially when they
have to deal with a number of unrelated airlines.

Given this, Star Alliance has devised a truly global

travel solution—Corporate Plus. The program is
sure to help our corporate clients save time and
money when arranging business tours.

Qatar Airways Opens World's First Premium
Terminal

Qatar Airways has opened the world’s only dedicated first- and
business-class terminal at Doha International Airport.

The new premium terminal opened to passengers on November 26,
a week before the start of the 15th Asian Games in Doha. Qatar
Airways is the official airline and prestige partner of what promises to
be the biggest and best ever event in Asian Games’ history.

Chairman of Qatar’s Civil Aviation Authority Abdul Aziz Al Nuaimi
joined Qatar Airways Chief Executive Officer Akbar Al Baker, local dig-
nitaries, airport officials, travel agents, tour operators, corporations
and media for the official ribbon-cutting ceremony of the premium ter-
minal and had a full tour of the facility.

Lufthansa Wins Awards

Lufthansa German Airlines has won the awards of Best
European Airline Serving China and Best Airline for First
Class from Business Traveler China. A recent awards cere-
mony in Shanghai highlighted customers’ recognition of
Lufthansa’s quality service, which reinforces Lufthansa’s
position as the leading European airline in the China mar-
ket.
Lufthansa offers up to 52 weekly nonstop flights from and
to China. Among European airlines, it is the market leader
in flights serving China and Europe, with a share of 14 per-
cent of the total seat capacity. Via code-share agreements
with Air China and Shanghai Airlines, Lufthansa can offer flights
to 14 destinations across China.



Industrial Profits

From January to October, the total
volume of profits made by all sate-
owned enterprises as well as non-state
enterprises with annual sales revenue
exceeding 5 million yuan (industria
enterprises above designated size) stood
a 1.47 trillion yuan, surging 30.1 per-
cent compared with the same period last
year, said the National Bureau of
Statistics (NBS) (see graphs 1 and 2).

Graph 1: Industrial Profits, Jan.-Oct.
(bn yuan)

above designated size reached 24.7 tril-
lion yuan, up 26.1 percent over the year-
earlier period. Among thistotd, the
amount earned by state-owned and state-
holding enterprises hit 8.1 trillion yuan,
up 20.3 percent from a year ago.

By the end of October, stockpiles of
finished products of al sae-owned
enterprises aswell as non-state enterpris-
eswith annual sales revenue of more
than 5 million yuan were valued at 1.46
trillion yuan, arise of 17.3 percent com-
pared with the same period lat year. Of
the totd, those of state-owned and state-
holding enterprises accounted for 396.5
billion yuan, up 12.9 percent from ayear
ago. The overdue receivables in industri-
al enterprises above designated size
good a 3.23 trillion yuan, up 20.1 per-
cent over the year-earlier period. Of this
total, state-owned and state-holding
enterprises had a share of 802.1 hillion
yuan, up 9.2 percent year on yesr.

FDI

In the firg 10 months, the Chinese
Government gpproved the establishment
of 33,068 foreign-invested enterprises a

State-owned Collective decline of 6.32 percent compared with
. the same period last year, according to
HK, M , - ’
Jo_'nt Stock Taiwasfso the Ministry of Commerce (MOFCOM).
Private Foreign-funded The paid-in capital inched up 0.34 per-
. Graph 2: Industrial Profits Growth, Jan.-Oct.
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During the January-October period,
taxes paid by industrial enterprises above
designated size totaled 1.09 trillion yuan,
growing 23.1 percent year on year. Of
the total, sate-owned and state-holding
enterprises contributed 607.2 billion
yuan, up 18.9 percent over ayear ago.

In thefirst 10 months, the salesrev-
enue generated by industria enterprises

44

cent to $48.58 hillion.

In October done, 3,047 foreign-
invested enterprises were gpproved for
establishment, dropping 0.97 percent
year on year. The paid-in capitd stood at
$5.99 billion, a year-on-year increase of
15.92 percent.

From January to October, the 10
countries and regions thet invested the

most in Chinawere Hong Kong, the
British Virgin Islands, Japan, South
Korea, the United States, Singapore,
Taiwan, Germany, the Cayman Islands
and Samoa. Investment from these coun-
tries and regions accounted for 83.96
percent of the total overseas investment
that China attracted in the first 10
months.

Accommodation and Catering

From January to October, retail sales
of the accommodetion and catering
industry reached 845.8 hillion yuan, an
increase of 117.71 billion yuan over the
same period last year, said the MOF-
COM (see graph 3). The sector’sretail
sales accounted for 13.6 percent of the
nation’s total retail sales of consumer
goods, contributing 2.2 percentage
points to the overal growth of retail
sdles of consumer goods. Theindustry’s
year-on-year sales growth, 16.2 percent,
was 2.6 percentege points higher than
the overal growth of retail sales of con-
sumer goods.

In October alone, retall sdesof the
industry were 96.5 billion yuan, up 17.9
percent over ayear ago. The year-on-
year increase of the industry was 3.6
percentage points higher than the overdl
growth of thetota retail sales of con-
sumer goods during this month.

In the first 10 months the sector saw
the approvad of 879 foreign-funded
enterprises, adrop of 7.2 percent com-
pared with the year-earlier period. The
commitment and paid-in capita stood at
$2.29 billion and $620 million, up 10.4
percent and 36.4 percent, respectively,
year on yesr.

Technology Introduction

According to statistics released by
the MOFCOM, intotad, Chinasigned
8,692 contracts of technology introduc-
tionin thefirst 10 months, with atota
vaue of $18.74 hillion, shooting up 37.1
percent year on year. Among thistotal,
technology fees arrived at $12.29 hillion,
accounting for 65.6 percent of the tota
contractual vaue.

From January to October, the trans-
action value of exclusive technology
license contracts was $5.97 hillion, up
57.9 percent over the year-earlier period
and accounting for 31.8 percent of the
tota contractual value of technology
introduction. The value of technological
consultation and services, aswell as
joint ventures and cooperative produc-
tion involving technology introduction,
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Graph3: Accommodation & Catering, Jan.-Oct.
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stood at $4.24 billion and $3.77 billion
respectively, accounting for 22.7 percent
and 20.1 percent of the totd vaue of
technology introduction contracts.

The European Union (EU) was the
biggest source of Chind's technology
imports in the first 10 months. China
and the EU signed 2,124 contracts of
technology introduction valued a $7.78
billion, 25.4 percent higher than the fig-
ure in the same period last year and
accounting for 41.5 percent of the total
contractua value of technology intro-
duction. Japan and the United States
ranked second and third, with respective
contractual valueswith China arriving at
$4.57 billion and $3.12 billion and
accounting for 24.4 percent and 16.6
percent of Chindstotd technology
introduction.

Through January and October, the
tota vaue of technology introduction by
date-owned enterprises amounted to
$8.19 hillion, surging 39.6 percent com-
pared with the same period last year and
accounting for 43.7 percent of the coun-
try’stotd. At the sametime, foreign-
invested enterprises introduced $9.2 bil-
lion worth of technologies, accounting
for 49.1 percent of the total vaue of
technology introduction.

The railway transportation sector
saw the biggest increase in technology
introduction. In the first 10 months, the
sector imported $3.98 billion worth of
technology, 3.6 times the figure a year
ago. During this period, technology
introduction in e ectronic and telecom-
muni cations equipment manuf acturing
as wdl as transport equipment manu-
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facturing amounted to $3.7 billion and
$1.6 billion respectively, accounting for
19.8 percent and 8.5 percent of the
country’stotal value of technology
introduction.

Corn

China's corn exports stood at 2.27
million tons in the first three quarters of
this year, down 68.3 percent year on
year, while imports hit 60,000 tons, 43
times the figure ayear ago, according to
gtatigtics from MOFCOM.

Boosted by risng oil prices, many
grain enterprises have built processing
facilitiesin China’'s mgjor corn produc-
ing provinces to reduce production costs.
The growing processing capability will
drive domestic demand even higher and
islikdly to turn Chinainto a net corn
importer in the coming years, industrial
insders said.

“We bdieve that Chinawill become
anet importer of cornin afew years”
said an anonymous MOFCOM dfficid.
But he did not expect the change to hap-
pen in 2007 because China's corn supply
still exceeds demand.

Over 25 million tons of corn was
used in deep processing last year in
China, compared with 13.8 million tons
in 2004. The figure jumped to 15.6 mil-
lion tonsin thefirst haf of thisyear.

Chinais now the third largest fuel
ethanol producer after Brazil and the
United States. Production of fue ethanol
and corn acohol consumed 8.9 million
tons of corn in Chinalast year, account-
ing for 44.5 percent of industrial con-
sumption of corn. .
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Should Government Relief
Recipients Be Kept From
Owning ‘Luxuries?’

n October, the Civil Affairs
Adminigtration of Jinan, capitd of
east Chinas Shandong Province,
issued certain measures related to
the subsistence alowance for urban
poor, with a provision saying that the finan-
cia help would be halted once recipients
were found to be purchasing itemslike cell-
phones, computers and digital cameras.

This announcement stirred heated
debates, with opponents arguing that the
purchase of computers and cellphones is a
persona right, especially when these com-
modities are no longer treated as luxuries
nowadays, and it's a governmenta obliga-
tion to help the poor as society is partly
responsible for peopl€e's poverty.

Actually, around China, many loca
governments have aready implemented
smilar meesures. The Longtan Subdigtrict
in Beijing, for example, began to carry out
strict procedures to assess people's digibil-
ity for government relief. According to rel-
evant regulaions, familiesthat purchaseand
use cars, motorbikes, large screen color TV
sats, celphones and computers have no
right to any alowance.

The rationde is to prevent indigible
families from getting access to the limited
alotment, as families redly dependent on
the dlowance could never afford cell phones
and computers, local officials said.

Not discrimination

Ye Lei (Beijing Youth Daily): Aswedl
know, no right is given without some
restrictionsattached. Inthe case of the urban
subds stence dlowance, it'sthe government’s
obligation to help the poor out of poverty,
but the subsistence alowance is designed
for those redlly in need of help, so that they
can avoid the fate of becoming homeless or
gtarving. When issuing the new palicy, the
Jnan Civil Affairs Administration
announced that special working teams
would vist communities where applicant
families are located to check whether they
are digible. Any suspicious circumstances
will be carefully checked. In the meantime,
there is aso flexibility regarding specific
conditions. If the measure is drictly imple-
mented, the subsistence dlowance will
surely work in the most effective way.

It's wrong to point a finger at Jnan's
new policy. Also it sesemsthat there remain
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marny misunderstandings about this policy.
Therefore, good policies must be explained
explicitly to the public in order for them to
be better accepted and implemented in the
whole of society.

Ye Zhuyi (www.xinhuanet.com):
Nowadays when theoverdl living dandardis
going up, computers and cdlphones seem to
be commodities thet every family can afford,
induding low-income families, 0 the redric-
tionsattached to Jnan's new policy seem red-
ly tough. Nevertheless, we must admit thefact
that cdllphones and, even more paticularly,
computers, demand certain economic founda:
tions. Not only subsisence dlowance
recaivers cannot afford them, but average fam-
ilies often find these commodities expensive.
Take computers for example Apart from the
sverd thousand yuan expense on a regular
one, feesfor Internet access are considerable.
But, the subss
tence dlowance
is only 200
yuan  every
month in Jnan.
Hence, families
redly in desper-
ae nead of sub-
sistence
dlowance can
hardly afford
these“ luxuries”
Thus, the redtric-
tive conditions
dtached to the
new palicy are
not groundless.

A S
Chinds socid
security s
tem is in the
initid  stage,
with quite limit-
edfinancd sup-
port, sothefocus
should be on
people's basic living
demands, such as
food and dothing, and
expensve non-essan-
tids should not be
covael. At the same
time as for digbility to
thesubsigenceallowance,
there are rigid require-

SINODIHS 1

mentsaswell ascaculaion criteriaregarding a
family’s income and expenditures Redtrictive
palicies onthe subsigence dlovance arenot a
practice of discrimingtion but are a means of
ensuring themoney isused for those who need
it most and to provide more poor families with
the besic necessties of life.

Mu Qiao (hlj.rednet.cn): To judge
whether an alowance recipient is engaged
in high consumption when using cellphones
and computers, we must compare these
peoplewith those who are seeking basic liv-
ing security, rather than those living above
the average level or even leading arich life.
The nature of the subsistence dlowance is
to help create the most basic living security,
and its function is to provide those in need
with basic living materials like food and
clothing.

It's true that China is now home to a
large number of cdlphone and computer
users, but the possession of these commaodi-
ties is ill based on peopl€'s revenues. In
rich families, maybe children have severd
cellphones, but for low-income families,
cellphones and computers are il a dream.

Some may argue that subsistence
dlowance applicants may need computers
and cdlphones to make money or look for
jobs, so regtrictions deprive them of opportu-
nitiesto srugglefor aricher life. However, in
red life, cdlphone users are
either the “elites’ or
“fashion-chasers.”
How many of them
are from low-

income fami-
lies?

Limited
financial
resources




should be used where they are most needed
and those who can afford top-grade com-
modities have no right to the subsistence
dlowance. There is nothing wrong in this
logic.

Yuan Lei (Shenzhen Economic Daily):
One of the reasons why it's o difficult to
decide the digibility for the subsistence
dlowance is that China has =0 far failed to
establish a well-developed wedlth-reporting
system and taxation system. As aresult, the
government is unable to have an overdl,
cleer knowledge of citizens financid status.
It is in this condition that cellphones, com-
putersand similar measurablethingsare used
as criteriato decide whether afamily is digi-
ble for government reief, with aview to pre-
venting indigible applicantsfrom sharing the
limited financid resources In this sense, the
government has no other choice.

A subsistence dlowance system can be
seen in dmost every country, but there exist
differences in what commodities recipients
can enjoy and what they are supposed not to
seek or possess. |n some Western countries,
maybe it's common for alowance recipi-
ents to have a car. However, despite al
kinds of differences in material conditions,
restrictions on the digibility for state relief
are aconventiona practice.

At itsinitid stage, China's subsistence
alowance sysgem dtill has many defi-
ciencies, and so0 gpplicants are expected to
apply for thealowance only when they can-
not manage to survive by

alowance, there must be
some adjustment in their lifestyle or even
sacrifice of some possible enjoyments.

Recipients’ interests outweighing

Xu Guangmu (www.gmw.cn): The
origind intention of adopting the new poli-
¢y by the Jinan Civil Affairs Administration
is understandable, as it often happens that
claimants fake evidence in order to get the
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dlowance and some even turn up to claim
themoney intheir cars. Asaresult, not only
isthe special fund working ineffectively for
those who really need help, but the govern-
ment’s credibility isaso

people of the right to relief.

Na Xiaofang (www.southcn.com): As
basic toals in modern society, cdllphonesand
compuiters should be eccessible to everyone,

impaired and the coun-
try’swedlth wasted.
However, redric-
tionson thedigibility for
the subsistence
dlowance should not go
too far. Indeed, it's
improper to offer finan-
dd hdp to those who
can dford a car; but it
seemsto begoingtoofar
to cut off relief to fami-
lies that have second-
hand cdlphones and
used computers In fact,
if we teke this line of
agument to its logica
concluson, then those
who possess homes are
indigible for the subsis-
tence dlowance dther,
as they could seek to

escape from poverty by
sling the housss or

org.cn
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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: What is
behind university graduates’
enthusiasm for jobs with low
academic requirements?

E-mail us at xgpan@cipg.

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

k Editor: Pan Xiaogiao

live on the subsistence
dlowance The govern-
ment should never
impose redtrictions in
this regard. Otherwise,
it's quite possble that
when the poor have
shaken off poverty,
they’'ll have to learn
how to catch upwiththe
pace of modern civi-
lization. When they are
denied theright toenjoy
modern  civilization,
they haveto live outsde
it. In Europe, apiano is
conddered a necessity
in many families. If this
d applied to China,
families would no
longer be ableto keep a
piano in case they need-
J ad to apply for the sub-

sdgence dlowance The

including the poor who

renting them out.

In my opinion, cdlphones, computers
and digitd cameras are currently necessities
for the poor to shake off poverty and improve
their livesrather than top grade commodities.
While informeation technology is developing
fast with each passing day, these items are
actudly tools for surviva, as they may help
peopleto improve ther living sandards.

In fact, the Jnan policy seems to be
telling people that, since you have chosen
to apply for the subsstence dlowance,
you haveto live apoor lifel

Zhang Ruidong (www.nen.
com.cn): The subsstence dlowance
is part of socid relief offered to those
who live bdow the badc living standard.
Once peopl€'s living conditions are recog-
nized asin need of rdief, it' sthe government’s
obligation to provide ad. How redipients use
the money istheir own business in which the
government has noright to interferedespiteits
role asthe provider of therdief.
Since receiving subsistence
dlowance is the poor peoples right,
and to use computersis apersond free-
dom, there is nothing wrong for relief
recipients to buy cellphones and comput-
as, and this right should not be restricted on
any excuse. Oncecivil affairs departmentsrec-
ognizeacertain family deserveshelp, it should
provide dlowance for this family. If any
doubts exist about digibility, a double check
should be carried out in accordance with Sate
criteria. But, “computers and cdllphones’
should not be used as an excuse for depriving

most important thing is
to ensure a certain group can keep up with
the pace of modemn life, and not focus on
how much the government should pay for
this purpose It should aso be pointed out
that, if people fal behind the pace of modern
civilization, the society has to pay more for
the effortsto bring them up to scratch.

The subsistence alowance should
ensure people thebasic right of surviva and
dso the right to keep pace with social
progress. Currently, the focusison theright
to survival while other rights are sometimes
overlooked. When the gate is actually able
to offer relief, it must try to ensure the poor
receive dl their rights. No one wants to see
the poor feding puzzled when they one day
face computers and cdlphones. If the sub-
sistence alowance can’t prevent them from
being abandoned by society, what's its
value?

Liu Yu (www.jschina.com.cn):
Nowadays, cellphones are no longer expen-
sive commodities. In addition, they are very
helpful to reduce communication costs,
which are of great significanceto people on
a tight budget. While the rich make long-
digtancecadlslasting hours, the poor can use
text messages that are much cheaper.

Actudly, aslong as there is some limi-
tation on usage, it does not matter whether
the dlowance recipients use cellphones or
fixed-lineteephones. Thisisthe samewith
computers. If they are cheap used ones or
given by friends, why can’t these things be
used? n
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EXPAT’S EYE

Pinning My Hopes
on Needles

CHINESE TREATMENT:
Acupuncture is a magic
healer of physical
injury, especially to
many foreigners first
coming to China

By DOROTHY TECKLENBURG

hen | entered the acupunc-

ture clinic at the Jinta

Traditional Chinese

Medicine Hospita in
Beijing, the doorway was partidly blocked
by awoman gtting with her chininading. |
stepped over her leggs, then squeezed past
another woman with needles sticking out of
her chin and cheeks. She looked bored. This
was agood sign; at least she waan't in any
pan.

Pain, that'sthe key word. | wasdready in
pain; my knee was swollen the sze of a
medium cantaloupe. | had twisted it doing a
spinning kick combination in kungfu class.
In the morning, when | could not bend my
knee enough to wak downgairs, acupunc-
ture sounded like a good idea.

Acupuncture is based on the 4,000-yeer-
old theory that there are channels of energy
running through our bodies. If a channd is
blocked, pain or disease ensues. Unblock the
channd and the body can hed itdf. It
sounded less painful than knee surgery.

Fifty-ish, dightly graying, distinguished,
Dr. Zhao's ar of professondism and his
white coat would mark him asamedical man
in any culture. He didn't spesk English, but
he didn’t need it to poke, prod and nod. He

did something | didn’'t expect in atraditiona
Chinese dinicc He sent me updtairs for
Western-gtyle X-rays. But first, he sent meto
the cashier.

This is Ching, pay as you go, cash in
advance, no medicd insurance or credit
cards. As | limped down the hdl, past the
pungent smells emanating from the herba
pharmecy, | hoped | had enough money.

The cashier said “40” Not believing this,
| aked, “4007" She shook her heed and |
said“4,0007" Shewrote“40” and passed it to
me. It wasn't ajoke; X-rays of my knee cost
40 yuan.

After the doctor read the films he sent
me back to the cashier (back over tha
woman's legdl) to pay for five acupuncture
trestments for less than | would spend on a
good haircut. The cashier gpologized for the
high price, but explained that my doctor is
famous.

When | returned, the woman inthe ding
was gone, but thistimel did pastaman ona
goaol with needles gicking out of his chest. |
hopped up on a table and rolled up my part
leg. Earlier | noticed they did not change the
linens between patients, so | rdaxed when
Dr.Zhao pulled the needlesfrom steril e pack-
aging. The needles, around four inches long,
looked like thin silver filamentswith adight-
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ly thicker section at the top where the doctor
handied it.

At the moment of truth, | held my bresth
and prepared to feel pain. He picked up a
needle and eased it into the skin above my
kneecap, twirling it asit did in. It didn't hurt.
He twirled in two more, triangulating them
aound the kneecap. Those three needles
went in with that dight pinch nurses aways
lie about when they give you a painful injec-
tion. But when he twirled a fourth one into
the injury’s ground zero point, my kneecap
turned to molten lava The sensation of
intense, meting heat only laged for an
instant; after that | was aware of the needles
but they didn’t hurt.

He left me done. Nothing at firgt, but
then spurts of energy seemed to bresk loose
in my leg. It felt like mice were hatching
from little eggs then scampering up and
down my thigh. And then nothing for anoth-
er 10 minutes; | amost fel adeep.

The doctor returned and pulled out the
needles (painless!) and | relaxed.
Acupuncture doesn’t hurt! | could go home!
But wait, what was he doing? He grasped my
leg and without warning, drove his thumbs
directly into the most painful spot on the
inside of my knee. | gasped and sad in
Chinese “Very painful!” and hejus nodded.
Why should | be surprised? They think stick-
ing needlesinto an injury isagood idea. Why
not pumme it further?

He used his hands like hatchets, chop-
ping al around. You know that place where
the doctor hits you with a little hammer to
test reflexes? He hit that again and again with
hisfist. You don't think that hurts? Get some-
one to pound yours two dozen times.

I limped out; certain this had been no
mirecle cure. | could still fed mice partying
around my knee, which felt like it weighed
15 pounds. Was it my imagination, or was it
feding... better? How could | tes it? The
daird | waked up, turned around, and
waked down. Whereasthat morning | could
not walk down stairs, now | could. My knee
bent fredly.

I've been back three times, and each
time, the needlesdid not hurt but themassage
was brutd. | have to admit it, eech time my
knee got alittle better. Let's see, will | get
surgery and asix-month recovery process, or
put up with the mice for afew more weeks?
It's a no-brainer. I'm sold on traditiond
Chinese medicine. .

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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