




Border conflict hits China-Russia relations
V By MATHIAS BRUEGGMANN 1
D ARK clouds are gathering over the current flirt of

friendship between Russia and China in a growing
dispute over the demarcation of territory north of Ko-

rea.
The world’s geographically largest state and its most populous

one are edging more closely together towards strategic • partnership,
partly in answer to the eastward expansion of NATO.

China’s President Jiang Zemin’s visit to Moscow on April 22 is
aimed at conjuring up a new “multi-polar world” against the
“dictates of the USA.”

But now a serious dispute has flared up over the 4,290- milimeter
border shared by the two countries.

Although, as a gesture of trust, a treaty is due to be signed to
reduce the amount of border troops here, there are now rumblings
on the border which come at a highly inconvenient time for the
leaders of both countries.

The Moscow newsweekly Vek claims one of Russia’s biggest
foreign policy problems is the “loss of 1,500 hectares of
geostrategically important land to China."

It was referring to the imminent handover of previously disputed
territory - mainly in the triangle between Russia, China and Korea
on the Tumen River — in the course of demarcation work. .

*• > Under a border treaty between the Soviiet Union and the People’s
Republic in May 1991, the demarcation was due to

be finalized within the next few months.
But there is growing resistance to it in Russia’s Primorye district

in the far cast. The region has already tried a few fine-tuned legal
tricks to oppose it, claiming that the ratification of the treaty by the
Supreme Soviet was anti- constitutional.

But since Moscow remained unmoved, the district is now taking
a political sledgehammer approach. There is already talk in the
region of a referendum against handing over the three disputed
territories to the Chinese.

What sounds like just an irony in world history because it is
getting in the way of plans by China and Russia to move closer
together against the West, is less foggy as far as people in the far
east of Russia are concerned.

They would not have any difficulty handing over the 1,200
hectares in the Ussuri and Chankaisski administrative districts, but
if the 300 hectares around the Tumen River were to turn “yellow,”
it would give China direct access to the Sea of Japan Sea for the
first time.

It would be a cornerstone in China’s geographical policy,
according to Vek.

For Beijing has already planned to build within three years the
Port of Tumangan with a turnover capacity of 100 million tons a
year. China would have a short sea route to Japan; the Russian ports
of Vladivostock, Vostoshni and Na- chodka would lose out
considerably.

The Trans-Siberian Railway and the Baikal Amur trunk route
would become redundant - increased rail tariffs have

already rendered the transport of many raw materials within Russia
unprofitable. :

China could cheaply transport large quantities of coal ; through the
new port, posing massive competition fd Rus- i sian pits in Partisansk
and Artyon.

As early as 1927 a Chinese officer declared: “If we get land on the
Tumen, we will easily force Russia to its knees.”

Yevgeny Nazdratyenko, the governor of Primorye and a \ man
notorious for his anti-Chinese statements, is noW in- -j sisting on
making this own foreign policy in his region. He has even won over
North Korea as an ally against the handover of territory on the river.

Bur President Boris Yeltsin has now urgently called 'on him to
use “restraint in public statements on our relations with China,”
telling him to agree them with the Russian foreign ministry first.
But Nasdratyenko will not budge.

“The territories are not disputed,” he says. "They are ours -Russian.”
.

But contrary to Yeltsin’s public embrace of the Chinese leader,
Russian democrats are also already warning: “Four people per
square kilometer live here, where most of our raw ’ materials are
situated, as opposed to 127 Chinese,” Yabloko leader Grigori
Yavlinski told .Die Welt. ‘

“It is becoming increasingly dangerous there because our state is no
longer as strong as it once was, there is a growing appetite there.”

, .. / •
The magazine Ogonyok is also worried: “The far east is going

yellow before our eyes,” it wrote. (Die Welt/GNNS)

9°\



ft

r~'

r

SQ* !•

ƴƴ 52. £ “

§'& |s
3 2

al» p2?
fe"a5- |2
a g* § ®
15,3^50

C

fills

sv cr 2 " °

fi> ~
,3 OQ ~ ocr £ e 3-r* sao w

Q CL
— 8 S'3 3

=0Q C O_ r“ C3“ C 3
2OT3 — i

ET
O
3

o’S^S
3 O
era £ S'2.
3 ® C9y
g S * g>

2? 2-M W
JJ O O

•Sf £| ?ƴ?!'!

&
o

<
o

a u vi S.
O 3 £ ^ ~ < ”
3 .?T

PHI1

* S* §' 3 5 d
:o Z w 3 & «

sfo §*“1
2/13 “ H2 &
JT5.
52.cS. a
fSiTBES

V> -*
VI
O O s

0 0.^3
§ = 3 2
« 3 ^

i -Sj l :
&SS|:5

«a  ^ 3
00 3

3  “  <
”1 -

°gf
Q. N 3 _
o c rj o
-1  I
*-<

5L a i l  3 '  O 3 vo
£^~-OS!£S-£

« _ w*5' °
- 5 S |!S .B-
S’8 I s-e-

3 O o » O’ O'
esr f s w

M' ^ rr-

ago O2.  3
w>
c/s
^ °g§5 8
093OX
*o

Q. < O -0
3 *i
_o o

2. o ^ 52.
3.3-3-M333D- ° “  §

2.as

® S 6ft  >i
c  B9 ^>3  js .
o

O 3 Q. & 3

3 -£Lg5 '3  3a
.  « 2 .  3  » 0

era °* 3 $• 2 -»

2?  > | & --3 ~ a  33 Ʒ •§  s f c ’S n
&s*t s i£&N

3 3
a.
o

IS-
IB

3*
CO
•—
r^i *i

C/i
o

3<£ w§

09 O

"r
CL3

3 O
Q.
C
</)
«-*

2 o J2
o 3 *§ ^
TJ *a
3-3 2
t / i  i  S

CO r_
i/i C/JQ
.

09

J§*i.
3 3 3
* g <° a aa~2:a3 .o
*1.09
3* Hr*
3 a.«
o c? o>

52. 5* & gf o

g I H° 3
a

3 VJ 3-“C Crt 3
33 „ CO 09 « c
3 SL^.a^ 'c -o£2.  *" fra  os _oo w
aMD3? £
2 o 5 * o 3 5 ’
S 3(^  3  3 3 ^

o^§ o S  8  g.
5*g-8 5-S g
“
M-g O Z ~ - ” O
o, a. 3 a V9 .09^ < -* o 3S ' °  °  3  2 -
i-* cr 3 52. cr 3 S

S&s:,B0&8-
a | s  I  s  °  ??

Qg § §.Bg-.»yp ^
*C

3 O

O O ° ^V) Q.9—*SC.On

JO
IN

 H
A

N
D

S: The presidents of (left to right) K
yrgyzstan, A

skar A
kayev, K

azakhstan, N
ursultan N

azarbayev, C
hina, Jiang Zem

in, R
ussia,

B
oris Y

eltsin and Tajikistan, Em
om

ali R
akhm

anov shake hands after the signing of the five-nation border troop reduction treaty in the K
rem

lin
Thursday,

A
FP



; Yellow River to \ end
'China's sorrow'

By H. ASHER BOLANDE

HE Yellow River, dubbed “Chi-
na’s sorrow” for the disastrous
floods it has unleashed on the

North China Plain for centuries, has
caused a different kind of misery in re-
cent years.

Parts of the river's lower reaches ran dry
for 136 days last year, choking off vital water
supplies to downriver industry and some
three million hectares (7.4 million acres) of
farmland.

But according to Chinese engineers, the
$4.17-billion Xiaolangdi dam will tame the
Yellow River, ending both these seemingly
contradictory problems at a stroke.

Seasonal extremes in the river's flow are
behind the double threat of flood and
drought, said Wang Xianlu, the vice general
manager of the dam's developer, the Yellow
River Water Resource and Hydropower
Development Corp.

Only 8.9 percent of the annual flow is
used, as most of it rushes out to sea during
the July-October flood season, he said.

The dam in Henan province - with a
reservoir capacity of 12.65 billion cubic
meters (16.4 billion cubic yards) - will
simultaneously stave off floods and store
water to ensure year-round supplies, he said.

It aims to raise protection to a level where
a flood capable of overpowering defenses
arises only once every 1,000

years.
Scheduled to shift the river's course on

October 31, Xiaolangdi is second in scale
only to its more famous Chinese sister, the
mammoth Three Gorges project.

But Wang said the engineering complexity
of the northern dam far outstrips that of the
Yangtze river project.

“Most experts at home and abroad say
Xiaolangdi is one of the world's most
challenging projects,” he said, citing rocky
geological conditions that hamper the digging
of 16 criss-crossed flow tunnels.

Disaster prevention and water control top
its list of objectives, while the Three Gorges is
geared to power generation, he said.
Xiolangdi has one-tenth the planned power
capacity of its southern cousin, Wang said.

Topping the list of technical difficulties is
the Yellow river's heavy siltation, which
gradually crippled a dam built upstream in the
1960s at Sammenxia.

According to a report from the World
Bank - which is financing Xiaolangdi to the
tune of one billion dollars - the Yellow River
transports more silt than any other river in the
world.

“It carries three times the sediment load of
(India's) Brahamputra Ganges, with only eight
percent of the annual flow,” the report said.

As silt settles on the riverbed, the river
rises by one meter (3.3 feet) every 10 years in
its lower reaches.-AFP
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corporate housing eyes ChinaAmerican
Ml

By PETER HUMPHREY

A N American businessman is
plotting a marketing revolution

in the hospitality sector and aims
to house US pioneers in the China mar-
ket. .

Corporate housing specialist Howard
Ruby says he aims to turn the business of
letting serviced apartments into a full-
fledged industry that will provide every-
thing from Internet terminals in the home
child care and jobs for expatriate spouses.

Until recently the sector provided ready-
to-live-in, service-provided, short- term
apartments was a poor cousin of hotels, and
in many cities of the world it still is.

"This whole industry has been below the
radar screen over the last twenty years,
being done by a mama and papa, or a small
operator that operates one building at a
time," said Ruby.

"And now we're seeing an industry
evolve because of the needs of corporate
clients as business globalizes around the
world," the head of Los Angeles-based

ƴƴI

Oakwood International said in an interview
at a recent hotel industry conference.

Ruby's group recently launched a joint
venture with a subsidiary of Australia-
listed Lend Lease in Singapore with plans
to provide 10,000 serviced apartments in
Asia, and intends to take aim at London
during the next year.

Ruby foresees large-scale expansion in
the sector in the far east, especially in
China, with much of American industry
abuzz with plans to move people into the
region.

Chinese cities such as Beijing, Shanghai
and Guangzhou have large expatriate
populations as well a large numbers of
home-grown professionals moving around
the country on assignment who need
temporary serviced housing.

"I just finished a tour of major client
companies in the United States. Every
single one is planning an expansion into
the far cast, with most of them talking
about China.

"Telecommunications, software com-
panies, all the way through to clothing and
furniture manufactures. They're all

talking China right now. Whereas a
company might have sent 10 people last
year, they're expecting to send over 20
people this coming year," he said.

The serviced apartment industry is
starting to break away from the niche
market identity and family-style business
of old into a multifaceted service industry,
Ruby believes.

Oakwood is the largest national pro-
vider of serviced apartments in the United
States, with offices in 60 cities, more than
17,000 apartments and 25,000 clients
including 400 of the fortune 500
companies and 75 of the world's top
multinationals.

The potential of the business is high-
lighted by one client that carries out 50,000
relocations of staff a year, with an average
three months stay in temporary housing,
Ruby said.

A company like General Motors, for
example, might need help with relocation
or temporary housing for staff moved
around on training, special projects like
setting up new production lines and might
put out 25,000 apartment requirements a
year.

Ruby started out catering to the niche
market of new college graduates three
decades ago - apartments for baby boomers.

He moved on to corporate housing when
companies asked for more services, such as
maid service and taking care of bills.

He sees the business progressing to in-'
elude video conferencing, Internet hookup,
sports and recreation facilities, orientation
tours, child care and job search agencies for
spouses.

"This way a serviced apartment offers a
branded service dedicated to the needs of
the corporate customer. They are not just a
physical facility, but a service provider," he
said.

"Companies do not want staff transfers
to end in failure because of a dissatisfied
spouse. So we want to provide a service
that makes a transfer a success."

With an increasingly cluttered market,
customers looked now to a reputable brand
as their one point of contact, Ruby said
.(Reuters)
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airlines inching into world aviation[/ ƴƴƴƴƴƴƴƴ
By MITCHELL LANDSBERG

A FTER decades of isolation, xA
Russia’s airlines — long the butt ^ of.
international travelers’ , jokes — are
inching their way into the world aviation
market. ƴ

But the ride has been a bumpy one.
In recent months, the two biggest airlines

in Russia, Aeroflot and Transaero, have'
signed deals to buy Boeing and Airbus
jets,;much to the outrage of the slumping
domestic aircraft industry.

Aeroflot has also signed a deal with
Continental Airlines to offer joint service
between New York and Moscow. On
international routes, both Aeroflot and
Transaero are said to be moving toward the
standards of big American and European
airlines.

It will be some time, however, before the
international jet set begins to chatter about
the joys of air travel between, say,
Novosibirsk and Vladivostok.

On domestic routes and on flights be-
tween the former Soviet republics, the
prospects for decent and safe air travel
remain grim. Since the breakup of the'
Soviet Union, airline fatalities have risen
sharply and service — never big selling
point — may have actually gotten worse.

“It’s almost like there arc two separate
Aeroflots,” observed Geoff Collins, a
Dallas-based spokesman for the Interna-
tional Airline Passengers Association.

“Just because Aeroflot has signed an
agreement with Continental and you’re safe
getting to Moscow ... once you fly within
with former Soviet Union, they’re not even
close to international standards,” he added.

Actually, it’s not like there are two
Aeroflots — more like 400 of them. When
the Soviet Union fell apart, so did the
official Soviet airline, then the world’s
largest. It was split into hundreds of smaller
airlines across the span

of the former empire.
Some of these “babyflots,” serving such

far flung places, have become instantly
notorious for lax safety, maintenance and
service standards.

Standards are now set and enforced by
civil aviation authorities in each of the
independent post-Soviet states. They are
linked by the interstate aviation committee,
a mostly advisory agency that investigates
all air crashes in the former Soviet Union
but has little authority to enforce its
standards.

The most recent disaster was the crash
of an Antonov-24 airliner operated by
Stavropol Airlines, one of the Aeroflot
spinoffs. All 50 people aboard died oh
March 18 when the plane plunged into
woods shortly after takeoff from the
southern Russian city of Stavropol.

The increase in air fatalities is usually
blamed more on poor maintenance than on
badly made equipment, but Russian airlines
are nevertheless beginning to turn to higher-
priced western manufac

turers to fill their, new orders.. . Russian
manufacturers are struggling. '•
.. Last October, the Aviakor Co., makers of
Tupolev planes, announced it was laying off
2,000 workers because orders had dried up.
The announcement came shortly after
Aeroflot announced that it was buying 10
Boeing 737-400 passenger jets because they
were better made than Russian planes. .

“Our aircraft producers mustn’t feel
discouraged by the deal, but rather as- ƴ sess
it as a stimulus to improve their products,”
Aeroflot. Director . Yevgeny Shaposhnikov
said at the time, no doubt profoundly
discouraging Russian aircraft producers. ƴ

. £. •*.«. .* *V. .*.
When President Boris'Yeltsin flew'to the

summit meeting in Helsinki last month, it
was .in a brand new presidential plane — a
Russian-made Ilyushin 96-300. It might
have been an important statement of
confidence in Russian manufacturing, but
Yeltsin had the plane furnished in
Switzerland.—(AP)



Chinese reforms take toll on theaters
By LEU SHEW YING

GHINA’S reforms have taken iJs
toll on local theaters, which used
to depend heavily on compulsory

block bookings to sell performances
with strong political themes, forcing
them to look to professional promoters
for help.

Theaters are finding it tough to survive
in Shanghai because they lack marketing
skills and interesting repertoires and are
threatened by relocation of entire
neighborhoods for urban redevelopment,
industry sources said.

The situation is bad enough that the
Shanghai culture administration bureau has
launched a program to train professional
promoters to give theaters a helping hand.
•

“The first batch of 40 prompters, who

arc managers of performance broking
companies, are now undergoing training,”
Qiu Guoming, an official with the
performance section of the bureau, told
AFP.

“We want to produce people who can
manage performances and at the same time
understand the arts and the market place,”
he said, adding that more promoters would
be trained after the first batch.

Richard Luo, representative of China-
Europe Cultural Exchange, described the
cultural scene in Shanghai as dismal, with
performance put on irregularly and on an
ad hoc basis.

“There are not many cultural organi-
zations. People have filled their stomachs
and their desire for culture is growing but
the state has no system to promote cultural
activities,” he said.

The Wenhui Bao daily reported re-

ccntly that some theaters had resorted to
renting out their premises for conferences
to meet revenue targets set by the
government.

The report quoted the manager of
Shanghai Concert Hall as saying that the
theater had to submit 320,000 yuan
($38,500) to the government last year but
half of the revenue was earned from non-
performance related businesses.

The picture is bleaker for theaters lo-
cated away from the city center.

“Theaters with poor locations have
more difficulties selling tickets,” said the
manager of Zhongxing Theater, which is
near the Shanghai Railway Station in the
city’s northeast.

The railway station’s neighborhood has
undergone massive reconstruction recently
and the relocation of residents has hit the
theater badly.

“We did not sell any tickets to individ-

• r i . »
uals last year. Tickets to all performances
were sold en bloc,” the manager, said.
' Qiu said the report had painted a picture
that was gloomier than the actual situation
but he admitted that there were problems. •'

“Some theaters have given up their role
as theaters because there are no audiences
and rent out their premises for meetings.
There is nothing we can do. But the
majority of theaters are surviving,” he said.

“We can see the problems so we have to
increase sales staff who can go out to sell
tickets,” he said.,: •

There are already 40 companies pro-
moting theatrical performances in Shanghai
but unlike in the West, they are concerned
only with the arrangement of performances
and have no understanding of marketing or
audiences, the Wenhui Bao said.— (AFP)
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China, Russia sign 5-nation
pact to cut border troops

MOSCOW. April 24 (AFP)

THE leaders of Russia, China and three ex-
Soviet Central Asian states signed a treaty here
today to cut total troop levels along their 7,300-
km border by at least 15 percent to 260,800.

Russian President Boris Yeltsin hailed the
accord as a "breakthrough” for the Asia-Pacific
region, and Chinese President Jiang Zemin said
it had “major significance” in destroying
remnants of Cold War mentality.

"As the first treaty in the Asia-Pacific
region on reducing military forces, this
agreement has major political and military
significance," Jiang told Yeltsin and the
presidents of Kazakhstan, Kyrgyzstan and
Tajikistan. Signed in the Kremlin, the five-
nation treaty comes as Nato presses ahead with
plans to expand into former Soviet bloc
countries.

Although Moscow denies, the treaty is a
counterbalance to Nato expansion, China has
been vocal in its opposition to the alliance’s
p l a n s . > t. _
- Jiang and Yeltsin issued a joint political.
statement yesterday that called for a new world
order and rejected a US monopoly on world
power. The accord will result in; a 15 percent
reduction of Russian, Ka- . zakh, Kyrgyz and
Tajik troops in the 100-';

of the frontier would each be permitted a
maximum of 130,400 troops in the strip.

China has a 4,300-km northern border with
Russia’s far east and a 3,000-km border in its
north-west with Kazakhstan, Kyrgyzstan and
Tajikistan.

The frontier was the scene of clashes
between Chinese and Soviet troops in the
1960s, after the two giant neighbours became
rivals for leadership of the communist' world.
Negotiations for reducing troop levels started
in 1990 after the end

of the three-decade Sino-Soviet split, but they
faltered after the collapse of the Soviet Union
in 1991. Today’s treaty does not include
strategic components of the armed forces
including navy, and long- range missiles,
aircraft and air defences.

According to Russian military sources, the
five nations will have a grace period of two
years to implement the treaty and both sides
will also be permitted to retain 3,810 tanks
and 4,500 armoured vehicles within the
zone.- . -
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/Russia, China oppose one-superpower domination
MOSCOW, April 23 (Rtr)

THE presidents of Russia and China joined
forces today in opposing the domination of one
superpower in the post- Cold. War world in a
declaration which the Kremlin described as a
breakthrough in its Asian policy, '

“No country should seek hegemony,
practise power politics or monopolise in-
ternational affairs," said the declaration signed
by Russian President Boris Yeltsin and visiting
Chinese President Jiang Zemin after an hour of
talks.

Neither Yeltsin, nor Jiang, who is on a five-
day state visit to Russia, mentioned . any
specific country. But there was little doubt in
Kremlin where the signing took

place what was on the minds of the two men,
who both resent United States claims of
leadership in the pOst-Cold War world. The
declaration made implicit reference to Nato’s
plans to expand eastwards, which alarm
Moscow.

"Both sides express concern over attempts
to enlarge and strengthen military blocs
because such a tendency may pose a threat to
the security of some countries and aggravate'
regional and global tensions," the document
said.

Yeltsin’s spokesman Sergei Yastr-
zhembsky made clear that talks with Jiang
were part of Moscow’s search for new allies
which could diversify its foreign policy,
focused mainly on the West after

the collapse of the Soviet Union.
Itar-Tass news agency quoted him as f

saying Yeltsin told Jiang he was satisfied with
"the positive developments in a ’triangle’ of
China-Russia-India”. India’s just deposed
prime minister, H.D. Deve Gowda, visited
Moscow in March.

“One may talk about a breakthrough in
Russian policy in Asia,” Yastrzhembsky said.
Russian and Chinese officials stressed that
their proposed “partnership aimed at
constructive cooperation in the 21st century”
was not aimed against any third party. “The
very suggestion of plans to create some
counter-blocs is wrong and counter-
productive," Interfax quoted Yastrzhembsky as
saying.

“The new type of Russian-Chinese relations
has no other meaning than bilateral cooperation
and friendship," Jiang said, addressing the State
Duma (lower house). “These relations are not
an alliance. They are not aimed against any
third party." But the declaration never-, theless
won immediate praise from Yelt- • sin’s
communist foes, who had criticised him for his
pro-Western stance.

“From a formal point of view Jiang’s visit
does not have a clear anti-Nato fla- # vour,"
prominent communist deputy Yal-; entin
Kuptsov said. “But in future it is very.
important for Russia to have such a strong
partner who also opposes the single-pole
wottd.”
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Five-nation border treaty signed
L

^ MOSCOW, April 24 (AFP) —
The loaders of Russia, China and
three ex-Soviet Central Asian
states
cemented tics here today with a
treaty to cut total troop levels along
their 7,300-kilomctcr (4,560-milc)
border by at least 15 percent.

Russian President Boris Yeltsin
hailed the accord, which puts a cap
of 260,800 on total border troop
levels, as a “breakthrough” for the
Asia-Pacific region and Chinese
President Jiang Zemin said it had
“major significance” in destroying
remnants of Cold War mentality.

As the first treaty in the Asia-
acific region on reducing military

forces, this agreement has major
political and military significance,”
Jiang told Yeltsin and the pres-
idents of Kazakhstan, Kyrgyzstan
and Tajikistan.

Signed in the Kremlin, the five-
nation treaty comes hot on the heels

/P:

/
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of a joint political statement issued by
Jiang and Yeltsin yesterday that called
for a new world order and rejected a
U.S. monopoly on world power. It also
follows NATO plans to expand into
former Soviet bloc countries despite
opposition from Moscow and Beijing.

But Chinese Foreign Minister Qian
Qichen denied there were any plans for
an alliance with Russia and said
blooming tics wi th onetime enemy,
Moscow, were “good- neighborly
rclations...and not aimed against the
United States.”

The accord will result in a 15-
pcrccnt reduction of Russian, Kazakh,
Kyrgyz and Tajik troops in the 100-
kiIomctcr (63-mile) strip from the
Chinese frontier, Russian military
officials told Interfax.

China’s Foreign Ministry refused to
provide a reduction percentage but a
spokesman said both China

and the four nations making up the
former Soviet side of the frontier
would each be permitted a maximum
of 130,400 troops in the strip. China
has a 4,300-kilometer (2,700-milc)
northern border with Russia’s far cast
and a 3,000- kilometer (1,875-mile)
border in its northwest with
Kazakhstan, Kyrgyzstan
and.Tajikistan. The frontier was the
scene of clashes between Chinese and
Soviet troops in the 1960s.

Today’s treaty does not include
strategic components of the armed
forces including the navy, and long-
range missiles, aircraft and air
defenses. According to Russian
military officials, the five nations will
have a grace period of two years to
implement the treaty and both sides
will also be permitted to retain 3,810
tanks and 4,500 armored vehicles
within the zone.
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Leaders of Kyrgyzstan, Kazakhstan, China, Russia and Tajikistan shake hands after signing a border troop
reduction treaty in the Kremlin on Thursday. (Reuters)

Five-nation border treaty signed
MOSCOW, April 24 (AFP) —

The leaders of Russia, China and
three ex-Soviet Central Asian
states cemented ties here today
with a treaty to cut total troop
levels along their 7,300-kilometer
(4,560-mile) border by at least 15
percent.

Russian President Boris Yeltsin
hailed the accord, which puts a
cap of 260,800 on total border
troop levels, as a “breakthrough”
for the Asia-Pacific region and
Chinese President Jiang Zemin
said it had “major significance" in
destroying remnants of Cold War
mentality. /“As the first treaty in
the Asia-Pacific region on
reducing military forces, this
agreement has major political and
military significance,” Jiang told
Yeltsin and the presidents of
Kazakhstan, Kyrgyzstan and
Tajikistan.

Signed in the Kremlin, the five-
nation treaty comes hot on the

heels

f r e p - G

of a joint political statement issued
by Jiang and Yeltsin yesterday that
called for a new world order and
rejected a U.S. monopoly on world
power. It also follows NATO
plans to expand into former Soviet
bloc countries despite opposition
from Moscow and Beijing.

But Chinese Foreign Minister
Qian Qichen denied there were
any plans for an alliance with
Russia and said blooming ties with
onetime enemy, Moscow, were
“good- neighborly relations...and
not aimed against the United
States.”

The accord will result in a 15-
pcrcent reduction of Russian, Ka-
zakh, Kyrgyz and Tajik troops in
the 100-kilomctcr (63-mile) strip
from the Chinese frontier, Russian
military officials told Interfax.

China’s Foreign Ministry
refused to provide a reduction
percentage but a spokesman said
both China

and the four nations making up the
former Soviet side of the frontier
would each be permitted a maxi-
mum of 130,400 troops in the strip.
China has a 4,300-kilometer
(2,700-mile) northern border with
Russia’s far east and a 3,000-
kilometer (1,875-mile) border in its
northwest with Kazakhstan, Kyr-
gyzstan and/Tajikistan. The
frontier was the scene of clashes
between Chinese and Soviet troops
in the 1960s.

Today’s treaty docs not include
strategic components of the armed
forces including the navy, and
long-range missiles, aircraft and air
defenses. According to Russian
military officials, the five nations
will have a grace period of two
years to implement the treaty and
both sides will also be permitted to
retain 3,810 tanks and 4,500 ar-
mored vehicles within the zone.2
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Russia, China chide U.S.x

Concern expressed over
bid
to expand NATO
eastward

eastward, which alarm Moscow.

MOSCOW, April 23 (R) — The
presidents of Russia and China joined
forces today in opposing the domination
of one superpower in the postcold war
world in a declaration which the
Kremlin described as a breakthrough in
its Asian policy.

“No country should seek hegemony,
practice power politics or monopolize
international affairs,” said the
declaration signed by Russian President
Boris Yeltsin and visiting Chinese
President Jiang Zemin after an hour of
talks.

Neither Yeltsin nor Jiang, who is on
a five-day state visit to Russia,
mentioned any specific country. But
there was little doubt in the gilded hall
of the grand Kremlin Palace where the
signing took place what was on die
minds of the two men, who both resent
United States claims of leadership in the
post-Cold War world.

The declaration made implicit ref-
erence to NATO’s plans to expand

“Both sides express concern over at-
tempts to enlarge and strengthen mil-
itary blocs because such a tendency
may pose a threat to the security of
some countries and aggravate regional
and global tensions,” the document
said.

Yeltsin’s spokesman Sergei Yastr-
zhembsky made clear that talks with
Jiang were part of Moscow’s search for
new allies which could diversify its
foreign policy, focused mainly on the
West after the collapse of the Soviet
Union.

Itar-Tass news agency quoted him as
saying Yeltsin told Jiang he was

satisfied with “the positive develop-
ments in a ‘triangle’ of China- Russia-
India”. India’s just deposed Prime
Minister H.D. Deve Gowda visited
Moscow in March. “One may talk
about a breakthrough in Russian policy
in Asia,” Yastrzhembsky said.

Russian and Chinese officials
stressed that their proposed “partner-
ship aimed at constructive cooperation
in the 21st century” was not aimed
against any third party. “The very
suggestion of plans to create some
counterblocs are wrong and
counterproductive,” Interfax quoted
Yastrzhembsky as saying.

“The new type of Russian-Chinese
,M

relations has no other meaning than
bilateral cooperation and friendship,”
Jiang said, addressing the State Duma
(lower house). "These relations are not
an alliance. They are not aimed against
any third party.” .

But the declaration nevertheless won
immediate praise from Yeltsin’s
Communist foes, who had criticized the
Kremlin leader for his pro- Westem
stance. “From a formal point of view
Jiang’s visit does not have a clear anti-
NATO flavor,” prominent Communist
deputy Valentin Kuptsov said. “But in
future it is very important for Russia to
have such a strong partner who also
opposes the single-pole world.”

Jiang, Yeltsin and the presidents of
Kazakhstan, Kyrgyzstan and Tajikistan
will tomorrow sign a treaty on reducing
aimed forces along the former Soviet-
Chinese border. Few details of the treaty
have been made public.
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MOSCOW, April 22 (AFP) — Chinese
President Jiang Zemin arrived here today for a
five-day visit aimed .at pushing relations with
Russia beyond confidencebuilding and into
firm military and political commitments.

Jiang, who flew into Moscow on an Air
China Boeing 747, will sign a key treaty on
border troop reductions with Russia and the
ex-Soviet republics of Kazakhstan, Kyr-
gyzstan and Tajikistan on Thursday.

He is also slated to issue a bilateral dec-
laration on a new world order tomorrow with
President Boris Yeltsin which is expected to
include a strong call for a multipolar world,
giving major roles to Beijing and Moscow.- '.

“The establishment of this new type of
state-to-state relationship between China and
Russia ... constitutes a positive contribution to
the establishment of a new international
order,” Jiang said in an arrival statement .

“Looking back at the course of develop

ment of our bilateral relations in recent years,
we are indeed satisfied with the positive
results,” he added.

Jiang, on his second state visit to Moscow
since the end of the three-decade Sino-Soviet
split in 1989, was accompanied by his wife
Wang Yeping, Foreign Minister Qian Qichcn,
Defense Minister Chi Haotian and other
senior Chinese officials. Yeltsin broke his
vacation on the Black Sea to return to
Moscow today.

Tomorrow’s bilateral declaration will build
on an accord signed in April last year to create
a “strategic partnership” between China and
Russia for the 21st century, and according to
Jiang, will promote “a just and rational new
order.”

Although Chinese Foreign Ministry
spokesman Cui Tiankai stressed before Ji-
ang’s arrival that the heralded partnership was
“not an alliance and not aimed at any third
party,” most analysts see it as a veiled
challenge to the United States.

Even Yeltsin’s press secretary hinted

strongly today at the desire to constrain the
post-Cold War power of Washington. “Russia
and China are opposed to anyone’s
aspirations to play the part of an absolute
leader in international affairs, and this pro-
vision will be proclaimed in the declaration,”
Sergei Yastrzhembsky told Interfax news
agency.

The border treaty, which deals with troop
reductions along the 7,300-kilometer (4,560-
mile) frontier between China and the former
Soviet Union, builds on a confidence-building
five-nation agreement signed last April in
Shanghai.

According to the Interfax news agency, the
Russian and former Soviet Central Asian
nations will cut their troops by 15 percent in
the zone bordering China. The cuts will be
made over two years and will allow the
maintenance of 3,810 tanks and 4,500
armored vehicles across the border from
China.

The border was the scene of clashes be-
tween Chinese and Soviet troops in the

1960s, after the two giant neighbors became
rivals for leadership of the Communist world.
China heralds the treaty as the first mutual
security agreement in Asia, and the latest
edition of Beijing’s influential Outlook
magazine made a direct I contrast between it
and the eastward ex- j pansion of the North
Atlantic Treaty Organization (NATO).

The agreement between China, Russia,
Kazakhstan, Kyrgyzstan and Tajikistan
“graphically shows who threatens peace and
who consolidates it,” it said.

In a further indication of growing ties, the
Chinese defense minister has expressed a
strong interest in buying top-of-the-range
Russian tanks, armored personnel carriers
and air defense systems, the Itar-Tass news
agency reported today. Quoting a high-
ranking Russian Defense Ministry source, the
news agency said that China had raised the
purchases during the visit of Russian Defense
Minister Igor Rodionov to Beijing last week.
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V Sino-Russian partnership has limits

WHEN Chinese President Jiang
Zemin enters the splendor of
the Kremlin, the contradiction

between appearance and the reality of
Russia’s plight will strike him as hav-
ing deepened since his first visit, in
1994.

Jiang, who arrived in Moscow on
Tuesday for a five-day visit, will find a
country facing crisis in its new political
system, an economy that has shrunk by
half since Soviet days and an army that
has deteriorated to the point where control
over nuclear stockpiles has grown unsure.

In complete contrast, there is China,
with a booming (if volatile) economy,
continually growing trade and an ir-
resistible allure to many foreign busi-
nesses. The faded revolutionary spirit,
lingering in the trees according to the old
Chinese myth, has not (yet, at least)
affected the living.

Not short of money, the army is
growing in quality and modernity, and
China is benefiting from the strongest
allies imaginable: the overseas Chinese,
led by a gang of tycoons who seems like
characters out of a novel.

They are the magnets for foreign in-
vestment, and wherever their clever noses
lead them, the future must come.

An appropriate amount of protocol is
being accorded to Jiang following

Russian President Boris Yeltsin’s visit to
Beijing and Shanghai in April of last
year, when a dozen documents were
signed. Among them were accords on
economic cooperation, including the
joint exploitation of hydrocarbon re-
serves in eastern Siberia and common
efforts in nuclear energy (Russia is
building a 1,000-mcgawatt reactor in
northern China).

An agreement to set up a “hot line”
telephone link between the two capitals
was also signed.

In addition, the two countries agreed
— along with Kazakhstan, Kyrgyzstan
and Tajikistan —to a joint security
agreement for their 7,000-kilometer-
long border. The pact was crowned with
a declaration of a “strategic partnership...
with a view to the 21st century.” Under
the declaration, all sides would renounce
threats against their neighbors, while
working to control nuclear weapons and
limit troop levels along the joint border,
where disputes have largely been
shelved.

There was also a section on military
technology (China is Russia’s biggest
arms customer), while all the countries
expressed their desire for a multipolar
international system, free of hegemony.

The agenda appeared to be carefully
filled with details, yet the overall concept
was not completely convincing. What
does “strategic partnership" mean in a
relationship characterized by strength on
one side, and weakness on

the other? It was sham, designed for
media consumption in the hope of having
a calming influence.

Should the need arise, the declaration
has a political rather than a military
rationale. The aim is to imply something
permanent; anything temporary is just
"tactics". But the rhetoric cannot hide the
lack of substance.

The long-term goal of the Sino-
Russian accord is in fact on the inside.
The breach between the two countries •
after the unequal collaboration between
Mao Zedong and Nikita Khrushchev in
the late 1950s did not drain communism
of its power.

The prospects of world revolution
succeeding were fading — and in a
history of world ideologies the process
would be worthy of the greatest attention.
It was the first big step toward the
eventual failure.

Mao’s romantic guerrilla ideology and
Soviet “revisionism,” which was based
on the needs of nuclear technology, never
fit together.

Without this hiatus, the world would
have faced the greatest challenge of all
time: the “inevitability of war,” as both
the Bolsheviks and Maoists saw it.

A Chinese accommodation with the
United States came under an aging Mao,
and it was Deng Xiaoping who reached
one with the Soviet Union just before it
collapsed.

The entire Chinese political process,
including the country’s conversion to . a
market economy, has taken place

under the sole leadership of the Com-
munist Party — so far without any of the
rumblings which eventually destroyed the
Soviet Union.

For Beijing, a “strategic partnership”
means an attempt to have a certain
influence on the giant bankrupt to the
north. Much cannot be said with certainty;
the former empire lies like a beached
whale along the “continental coast” of the
Middle Kingdom, and many Chinese want
only to exploit their long Siberian flank,
to fuel the country’s economic
ascendancy.

But above all, Chinese want to keep
the north quiet.

The Russians are also divided: Since
the time of the czars, they have felt an
almost primeval fear of encroachment by
the Chinese masses. In this respect,
Siberia was the fortress, the buffer .zone
against Chinese aggression.

Stalin wanted to rule China, and
Khrushchev wanted to make war against
it. No trace remains of these extreme
ideas, yet partnership and cooperation
between the two vast countries is not free
of mistrust

Yeltsin dreams of an Asian counter-
weight to the Americans, moving closer
to Russia in Europe through NATO’s
eastward enlargement, and Jiang Zemin
will tell him only agreeable things. But
what the Sino-Russian: partnership can at
most mean is a system of mutual
insurance and protection.

(GNNS)
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Jiang tests political waters before key October
meet

/ U/^Communist | rules
in nearl Trma’s 57
railli

J^7 By Jane Macartney
Beijing

AS
Abei

conclave late this year of Chi-
’s Communist party elite will
: one of the country’s political

events of the decade, but no hint of what
China’s most powerful men will decide
has filtered into the public eye. The 15th
Congress of the party that has ruled
China since 1949 will set the path of the
world’s most populous country as it
begins a new era without the late par-
amount leader Deng Xiaoping or others
of the revolutionary generation of Mao
Zedong. State-run media have for
months been trumpeting the importance
of the Congress, but have avoided giv-
ing the party’s 1.2 billion subjects a
glimpse of what future policy it holds in
store.

A crack in that Bamboo Curtain ap-
peared last week when the Discipline
Inspection Commission — watchdog of

probity — issued its first
nearly a decade on what Chi-
million party members should

and should not do. The anti-sleaze rules
published in all major state newspapers
hinted at subversion within the party’s
own ranks and specified punishments
for offenses ranging from corruption to
sleaze. “This is the start of a campaign
to tighten up party rule before the Con-
gress,” said one Chinese political an-
alyst. “We’re going to see more such
moves to safeguard party position.”
Another similar, but unpublicized,
move coincides with the start last month
of the soccer season in a nation where
football mania runs at fever pitch.

“The leadership is anxious to avoid
any soccer-linked unrest," said one party
source, referring to increased unrest and
minor disturbances involving fans
disappointed or jubilant at the per-
formance of their teams. “They think
soccer fever has become too extreme,”

he said. The party’s propaganda de-
partment, arbiter of what China’s media
can tell China’s people, has decreed a
cooling-off of coverage of the season by
newspapers and television. With match-
linked disturbances increasing and
disputes among teams rising, propaganda
czars have ruled the media must report
less about such matters as interteam rows,
salaries of players and debate on hiring of
foreign coaches, said the party source. But
preparations for the Congress run beyond
sleaze and sport. President, party chief and
military commander-in-chief Jiang Zemin
must use the Congress to win party en-
dorsement for his position as heir to his
late patron, Deng Xiaoping, who died in
February, and to set his own stamp on
party politics. Jiang has yet to identify a
theme for the Congress and has a team of
advisers ensconced behind closed- doors
struggling to draft a pre-Congress political
report. Jiang — officially

dubbed the core of the third generation of
party leaders but who has yet to win his
party stripes—sent up a trial policy
balloon in party circles last week.

The balloon carries suggestions ap-
parently from pro-Jiang factions that the
Congress focus on political reform
— or revival of plans for some level of
urban democracy that were effectively
dumped after the 1989 student-led pro-
democracy demonstrations. “Jiang is
testing the political waters,” said one
party source. Nothing is decided yet and
he wants to see the response of various
sectors, including die military.” Deng’s
heir is almost certain to run up against
strong resistance to his plans
— whether from rivals who will oppose
him for the sake of power or from left-
ists-opposed on principle, diplomats said.
How Jiang balances off those factions in
the months before the October gathering
could decide the future of China for the
next five years. (R)
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: A-share market risk
increasing;

K,V »» With prices on China's domestic Class A-share ^ ^^curifc Thosc official but ' untradable’

markets trading at multiples of more than 40 times
earnings and rising steadily, traders and analysts say
market risk is increasing daily, reports Karby Leggett.

SHENZHEN — As China heads toward its
July 1 reunion with Hong Kong, economic
signals, emerging all seem "to be painting a
picture of stability: Inflation is low, growth is.
strong, interest rates are . falling, exports are
rising and foreign investment is stable..'. . ;v

But one part of the Chinese economy isn’t
cooperating: The domestic stock markets.
.With prices on China’s domestic Class A-
share markets trading at multiples of more
than 40 times feamings and rising steadily, :

traders and analysts say market risk is in-
creasing daily.

Along with it, so is the potential for a fi-
nancial crisis that could spoil the politically .
sensitive handover with protests from China's
small retail.investors who have pumped their
life savings into markets in Shanghai and
Shenzhen. That situation leaves central
government market regulators with a sticky
question: How to keep share prices from
bubbling over while avoiding a clamp down
that could result in a nose-dive of equal
damage, market professionals in China say.

The China Securities Regulatory Com-
mission (CSRC) won't comment about
speculation in the markets — a spokesman for
the regulator declined to answer questions on
how the agency views the overheated markets.
But traders and analysts say the regulator is
cooking up a batch of

measures aimed at slowing the markets'
meteoric ascent.

"The government's in a tight spot. It's
doesn't want to make any really big policy
moves to slow the markets down, but hopes
that through a continuous series of market-
damping announcements that it can bring
them under control," says Zhan Yuyin, a
senior executive with Pingan Securities.
Prominent among the measures is a plan to
rush out a spate of convertible bond, or CB,
offerings by large state-owned companies.
Pegged at a total of around 40 billion yuan,
Zhan says the government is hoping the CB
issues, along with its ongoing 123-billion-
yuan government Treasury bond issue, will
pull enough cash out of the markets to slow
their gallop.

"Convertible bonds haven't been offered in
China before, and the government is hoping
the newness will lure investors," he notes. To
bolster the effect, the CSRC will continue its
ongoing crackdown on margin trading and
other channels of illegal capital flows into the
market, he adds.

A trader at Guangdong Securities says

she believes regulators are also planning to
increase the total allowed value of new share
offerings for 1996 by 5 billion yuan to 15
billion yuan, as well as speed the pace of
those now in the pipeline. That includes, she
says, moving quickly with the CSRC's new
plan to float 32 "historical problem"
companies, a move expected to test sentiment
by listing a batch of companies known for
poor quality.

If that's not enough, the CSRC is also
setting plans for a round of tougher measures,
including squeezing the exchanges' single-
day. fluctuation limit to 5 percent from the
current 10 percent and changing trading
clearance to T+3 from T+I, a move that would
force investors to hold shares for three full
days before selling, says a trader with China
Southern Securities. "T+3 trading would
definitely slow speculation in the markets,"
she says, noting that most of China's domestic
investors buy one day and sell the next..

As a last resort, the CSRC may also start
listing "legal-person" shares for public
trading, says an official at Great Wall Se-

shares held by state-controlled entities as a
way to maintain the state's stake insisted
companies can't trade on the open ex-
changes now; but they represent about 60
percent of the market capitalization in the
country's two exchanges in Shanghai and
Shenzhen, and would have an immediate
damping effect by diluting market values,
traders say.

"The fact is that right now, demand for
stocks is much higher than supply, much,
much higher," says a trader at Caijing Se-',
curities. He estimates that some 600 billion;

yuan is floating around in 24 million do-;
mestic securities accounts now. The figure;
dwarfs the roughly 280 billion yuan in;
tradable market capitalization. on die;
Shanghai and Shenzhen exchanges, he
notes. That's particularly troubling for reg-;
ulators, traders say, because much of die!
money is held by small, inexperienced retail;
investors who pay little; heed, to market-
fundamentals;^ - . , y . *h7-

"They all think they can'get rich over-;
night. It's like they're playing video games,"
says one domestic trader, asking that his name
not be used. He estimates domestic retail
investors now represent about 40 per-' cent of
total dealings in A-share markets in Shanghai
and Shenzhen — up sharply from last year
when they accounted foi/about 15 percent.

(AP-DJ)
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Gingrich warns Beijing against^
forcing Taiwan for reunification
TAIPEI (AFP) — US House of Rep-

resentatives Speaker Newt Gingrich
Wednesday warned China here against
using force to bring Taiwan back to the
mainland stressing Washington’s com-
mitment to peaceful reunification.

“It is important to be explicit with both
the People’s Republic of China and Taiwan
that should Beijing seek to reunify Taiwan
with the mainland by force or intimidation,
the United States will use all means
necessary to prevent it,” Gingrich told
reporters after a 200- minute whirlwind
visit here.

Gingrich is the first US speaker to visit
this nationalist island, separated from
mainland China since 1949, since Wash-
ington switched diplomatic recognition
from Taipei to Beijing in 1979.

He and other 11 representatives met
Taiwanese President Lee Teng-hui, Premier
Lien Chan and Foreign Minister John
Chang for talks at the end of his Asian tour,
which also took him to Beijing, Tokyo,
Hong Kong and Seoul.

During his three-day visit to China last
week, Gingrich said he had “reiter

£3

ated our commitment to the principle of
peaceful, voluntary reunification ... con-
sistent with the ‘One China’ policy.”

“The use of force or engaging in pro-
vocative actions by either side is unacceptable,”
he added.

But Beijing has reacted sharply after
Gingrich told Chinese President Jiang Zemin
the United States would be prepared to
intervene if China invaded Taiwan.

The strong words prompted Jiang to issue
his own warning following their meeting when
he said: “We hope the US administration and
the Congress will handle the Taiwan issue with
caution.”

On Tuesday Beijing repeated its warnings
that Washington should not interfere in the
Taiwan question.

“The controversy between China and the
United States on the Taiwan issue revolves
around one point which is US interference,”
said Chinese foreign ministry spokesman Shen
Guofang.

“The US government and the Congress
have expressed their support for the ‘One
China’ policy ... and we hop**

that the United States will keep its
agreements,” he added.

Vague legislation adopted in the United
States in 1979 has allowed Washington to
support a One-China policy while paving
the way for peaceful reunification between
Taiwan and the mainland.

Gingrich praised Taiwan’s “impressive
democracy and a prosperous free market
economy” which had strengthened “the long
and close relationship” between the two
countries.

He also expressed support for the re-
sumption of the cross-strait talks which
Beijing suspended in mid-1995 after Lee
visited the United States, in a move
interpreted as promoting independence.

LEE FOR PEACEFUL MEANS
Taiwanese President Lee Teng-hui,

meanwhile, ruled out independence for
Taiwan and urged Beijing to resume top-
level talks to resolve cross-strait disputes
through peaceful means.

Lee also told Gingrich that Taiwan
sought to acquire more advanced weaponry
to safeguard its security as China had never
renounced the use of military force against
it.
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Investment in China to reach $32.5 billioii
SHANGHAI, April 4 (AFP) — China's State

Planning Commission has projected a rise in
actual foreign investment as high as 270 billion
yuan ($32.5 billion) by the end of the century, a
report said today.

! China would attract cumulative actual i foreign
investment of 230 to 270 billion ! yuan by the end
of the century compared to | the current 177 billion
yuan, it said.

Future foreign investment would be di- |
rected to state-supported pillar industries ; such
telecommunications, automobiles, electronics,
energy and petrochemicals.

To support the move, preferential taxes and
other incentives will gradually be reduced to
promote national treatment — a key principle to
World Trade Organization (WTO) entry, which
China is seeking.

Import custom duties would be lowered and
policies on foreign investment would amended to
cater to the new investment trend, the report said,
without providing details.

The government also plans to expand build-
operate-transfer projects and draw up regulations
on such projects as soon as possible.

The report said the state was not satisfied with
the current structure of foreign investment, where
50 percent of investment was focused on the
processing industry, 30 percent on hotels and
property, 1.5 percent on agriculture and less than
10 percent on power, petroleum and pillar
industries.

The report said that in the processing in-
dustry, foreign investors were still interested in
labor-intensive projects.

During the ninth five-year development plan
period, from 1996-2000, foreign investors would
be encouraged to invest more on basic
construction, basic industries, high-technology
industries, and large-scale projects.

The authorities would direct foreign in-
vestment to agricultural technology, land
resources development, water conservancy,

energy, transportation, important raw materials,
machinery, electronics and mining industries
which the state is in urgent need of.

New and advanced high technology should be
imported to improve enterprises' economic profits
and to produce products which are adapted to the
domestic and international markets.

Foreign investment in tertiary industries would
be carried out stably, while property development
should focus on residential houses and high
quality projects would be strictly controlled.

A recent World Bank report warned that the
record amounts of investment capital flows China
were likely slow down.

The reasons cited were a decline in round-
tripping — where Chinese investors send money
out of the country to be reinvested as "foreign"
funds — and the matching of foreign investment
disbursements with falling commitments.
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ina lauds own human rights progress
/ BEIJING, March 31 (DPA) — China today said

it had made great progress in improving its
human rights situation through continuing
economic and legal reforms, but denied the
existence of any political prisoners serving time
in its jails.

In its annual work report released hy the State
Council and published by the official Xinhua
news agency today, China focused on rising
income of its urban and rural populations, legal
reforms, curbing police abuse and granting
criminals legal representation as proof of
progress in the area of human rights.

The government of the world’s most populous
nation defines human rights as the right of its 1.2
billion citizens to adequate food and clothing, a
concept greatly differing from the western
concept of human rights. The State Council
began its “white paper on China’s' human rights'
conditions

in 1996,” with a lengthy assessment of economic
gains of the past year, providing figures for the
nation’s gross domestic product, average per
capita income and the amount of money
consumers spent on food. Last year an estimated
7 million peasants met their basic needs for food
and clothing. Of all the world’s developing
countries, China has proven to be the fastest in
lifting its population out of poverty, the report
said. At the same time, Beijing had made
“vigorous efforts” to promote democracy at the
grass-roots level in urban and rural areas with
the promotion of village and neighborhood
committee elections.

The State Council crowed the successes of its
National People’s Congress in tightening
controls over law enforcement officials and
cracking down on rising violent crime that has
swept the nation. ........................................

“The severe crackdown on crimes has

safeguarded social stability and the human rights
of the people all over the country, and won the
heartfelt support of the general public,” the report
said. Amendments made to the criminal law this
year, meanwhile, have transformed “counter-
revolutionary crime” to “jeopardizing state
security”.

A large number of participants in the 1989
pro-democracy movement, that ended with the
bloody military crackdown on Tiananmen Square
on June 4, were charged and jailed as counter-
revolutionary criminals. The democracy
movement itself was denounced as a counter-
revolutionary action, a decision Chinese
dissidents have strongly protested and for which
they have been jailed. Judicial authorities today
said there were a total of 2,026 people now
serving jaiLtime. for countec-jevolutionary
crimes, jWbiqb'acpovinte4l|Q^POl^(>i46 percent
of the total prison population, > y



China's economic miracle hides local misery
BEIJING (AFP) - China’s glowing

economic figures for 1996 could barely hide
the country’s desperate struggle with crippling
state sector debt and widening gaps in regional
living standards.

A report released Friday by the State
Statistical Bureau (SSB) showed that while
China’s national economic indicators last year
showed a happy balance of strong growth and
low inflation, the picture at the local level was
often far bleaker.

“Unbalanced development among regions
and among different groups of the population
was still prominent, and the real income of
certain households in selected provinces and
regions had declined to some extent,” said
SSB Director-General Zhang Sai.

"The life of some low income households
was still difficult,” he added.

The SSB report showed that inflation in
rural areas was as high as 13 percent - more
than twice the national average of 6.1 percent.

The price rises either cut back or com-
pletely cancelled out increases in rural per
capital income, and Zhang estimated that
around 58 million rural Chinese were living in
abject poverty.

While urban incomes rose in 1996, the SSB
report showed that unemployment

remained a serious concern.
By the end of last year the number of

registered urban unemployed stood at 5.53
million, Zhang said, although most experts
agree that the true figure is many times
larger.

The unemployment problem hampers the
government’s attempts to reform the country's
ailing state sector, amid fears that any
significant streaming program would
inevitably result in mass lay-offs and social
unrest.

According to the SSB, the accumulated
debt of China’s state-run firms had swollen to
496 billion yuan ($59.7 billion) by the end of
1996, up 32 percent from the previous year.

Total profits from the state sector plunged
42.5 percent from 1995 to 41.8 billion yuan,
SSB chief economist Qiu Xiaohua said,
adding that as of December last year, 32.6
percent of state-run enterprises were running
at a loss.

The dismal situation faced by China’s state
firms was highlighted by government leaders
during last month’s National People’s
Congress, with Premier Li Peng pledging to
make state sector reform a priority in 1997.

According to Qiu, the government has little
choice but to close those enterprises that show
no indication of being able

to turn themselves around.
Among the loss-making slate firms, Qiu

estimated that 20 percent had been
hemorrhaging funds for “many years”
because of backward technology, unmar-
ketable goods and poor management.

“The difficulties faced by these enterprises
will continue and they have to be closed,” Qiu
said.

Despite the bleak figures revealed by the
SSB, Qiu said a quarterly breakdown of the
statistics provided some cause for optimism.

The central bank twice cut interest rates
last year - in May and August - slashing one-
year deposit rates to 7.47 percent from 1995's
10.98 percent.

Qiu estimated that the cuts had saved
enterprises nationwide around 100 billion
yuan ($12 billion) reduced interest payments.

EXTRA 10m TONS OF
GRAIN IN 1996

Meanwhile, China announced a 10
million-ton addition to its crucial 1996 grain
harvest figure, saying the damage wrought by
last year’s floods and droughts had been less
than feared.

The figure released by the State Statistical
Bureau (SSB) put total grain output for last
year at 490 million tons, compared to the
previous officially tally to

480 million tons. ..
“In making the original estimate, people

had over-stated the effect to last year’s
disasters,” SSB director general Zhang Sai
said.

FOREIGN INVESTMENT
Meanwhile, China’s State Planning

Commission has projected a rise in actual
foreign investment as high as 270 billion yuan
($32.5 billion) by the end of the century, a
report said Friday.

China would attract cumulative actual
foreign investment of 230 to 270 billion yuan
by the end of the century compared to the
current 177. billion yuan, it said.

Future foreign investment would be
directed to state-supported pillar industries
such as telecommunications, automobiles,
electronics, energy and petrochemicals.

To support the move, preferential taxes and
other incentives will gradually be reduced to
promote national treatment - a key principle to
World Trade Organization (WTO) entry,
which China is seeking.

Import customs duties would be lowered
and policies on foreign investment would
amended to cater to the new investment trend,
the reports said, without providing details.



Access Key part of business for Chinese firm
By STEVEN MUFSON _

W <J>
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ANG Jun has

sipped coffee
socially with President
Clin-

ton, met informally with Mor-
ihiro Hosokawa when he was Japan's
prime minister and chatted with Philip-
pine President Fidel Ramos, lie golfs
with China's business elite and hobnobs
with its political leaders. And he fre-
quents, and chairs, the pricey Capital
Club, a dining spot perched at the top of
one of Beijing's tallest buildings.

Wang's key to this select company: his
chairmanship of the China International
Trust and Investment Corp., the most
influential financial and industrial
conglomerate in China.

Founded at the dawn of the late Deng
Xiaoping's economic-reform era as the
government's window onto the capitalist
world, C1T1C today reflects China's
emergence both as a major force in the
global economy and as the ultimate po-
tential market for foreign firms with
merchandise or services to sell.

Last week, while in Beijing to help
patch up U.S.-Chinese relations, Vice
President A1 Gore watched Boeing sign a
deal to sell planes and General Motors
agree to set up a new automanufacturing
plant. The size of the GM investment
alone far exceeds an entire year's worth of
foreign investment during the first years
of CITICs existence.

Mirroring the explosive growth of
China's economy, OTIC has ballooned
into a sophisticated $23 billion con-
glomerate with massive holdings in Hong
Kong and substantial assets scattered
throughout the world, including in the
United States. At the same time, because
of its size and its impeccable connections,
it is avidly courted by the biggest foreign
companies - including many prominent
American firms - eager to establish or
expand operations aimed at China's 1.2
billion consumers.

CITIC owns a steel mill in Delaware,
forests in Washington state, and a meat-
processing company and aluminum
smelter in Australia. It owns one of
China's largest banks and chunks of a
myriad of ventures in China: satellites,
bridges, power plants, accounting and law
firms, pharmaceutical makers, department
stores, auto plants and textile

more than one-third the size of Manhat-
tan - which it plans to transform into a
superport. And its Hong Kong affiliate is
a major player in the close-knit Hong
Kong business world, providing political
reassurance while muscling its way into
bigger roles in the territory's main utili-
ty, telephone company and two major
airlines.

Since the revelation that Wang attend-
ed a February 6, 1996, White House
meeting for major Democratic Party
contributors, where he shook hands with
Clinton and exchanged pleasantries, some
people in the Justice Department and
Congress are wondering whether CITICs
tentacles arc reaching into American
politics.

Access is a key pail of CITIC business,
but it is usually the part CITIC sells, rather
than buys.

Business people in China say they be-
lieve Wang's visit had more to do with
American companies trying to cozy up to
China than with the Chinese trying to gain
influence in the United States. In an
interview earlier this month, Wang said his
US trip was initiated by Lehman Brothers
Inc., which is competing for a bigger role
managing China's new stock and bond
offerings.

A Lehman Brothers spokesman said
four or five Lehman executives gladly
hosted a breakfast for Wang in New York
the day after he visited the White House.

Said Lehman spokesman Bill Ahcarn,
"It made perfect sense because CITIC is
one of the largest financial conglomerates
and we would like to be doing more
business in China." At the Wang meeting,
one Lehman executive mentioned a
Chinese bond issue that a competing in-
vestment bank had handled and told Wang
that Lehman "would love to do something
like that," Aheam said.

Lehman Brothers is not the only
company trying to impress Wang and
CITIC. As China's leading "red chip"
company, CITIC is the most sought-after
partner for "blue chip" foreign firms
seeking footholds in China. Its partners
include Bechtel Group Inc., Coopers &
Lybrand, Siemens AG, United
Technologies Corp., Ciba-Gcigy AG,
Reynolds Metals Co. and Cable and
Wireless PLC - to name a few.

One American partner that lot CITIC
take a small interest in a joint venture said,
"It was well worth it." Because of its savvy
about foreign business and

Chinese politics, CITIC managed to break
through a local government obstacle and
bridge a gap between the US firm and
local Communist politicians.

For the princelings of the next genera-
tion, business rather than the military or
politics has been the most alluring career.

The younger Wang studied at a Harbin
engineering school, spent 10 years at
shipbuilding plants, and served two years
in the military. But he did not join the
Chinese Communist Party until 1978, at
the age of 39.

"It raised a lot of eyebrows," Wang
said, "but it's my personality. I don't like
to follow orders of superiors." He joined
CITIC as soon as it was created.

Now, like many of China's emerging
capitalists, he talks about assets and profit
margins. He complains about high
business taxes. He keeps a computer on
his desk. He drives a blue BMW and
keeps a golf club in the office. His golf
handicap is 14, he said, but he's working
on it.

With China awash in foreign invest-
ment - more than $40 billion poured in
last year - deal makers now seek CITIC.
One person who has knocked on its door
is former Secretary of State George P.
Shultz, on behalf of his old engineering
and construction firm Bechtel.

Shultz and two Bechtel executives vis-
ited Rong Yircn, the first head of CITIC,
in Beijing on the day in March 1993 that
he was named China's vice president. The
upbeat Rong proposed that Bechtel join
CITIC in building a superport on sparsely
populated Daxie Island. Rong contended
the plan would ease shipping bottlenecks
in Shanghai and spur development
throughout central China. As he
envisioned it, the port would eventually
have more than half the capacity of Hong
Kong and be one of the five largest in the
world.

Later, CITIC bought the island and
won the right to issue permits and ap-
provals, power normally reserved for local
or provincial governments. Bechtel is the
lead developer with plans for ports,
warehouses, railroads, roads, water and
electricity infrastructure.

"There’s no question that-Asia is the
hottest developing market for us right
now. China by its very size and number of
projects it does is very tempting," a
Bechtel spokesman said when the deal
was announced in mid-1994.

Shultz still cultivates the CITIC relation-
ship. A member of its board of interna-
tional advisers, he visits often and deliv-
ers speeches to CITIC conferences that
include China's top leaders.

Nowadays, CITIC can be choosy
about its investments. Two years ago,
Wang lamented that it was a shareholder in
more than 200 Chinese enterprises, many
of them flops. A light-sensing company in
Xiamen had run up big losses; a textilc-
and-cotton plant in Heilongjiang lost
money.

Overall, CITICs return on its domestic
manufacturing investments was zero,
Wang said in an interview two years ago.

Since then, the company has focused
more on high technology, infrastructure
and financial services. Among its projects:
a deal with Siemens and Deutsche
Bundcspost Telekom to set up a phone
service company in four cities to challenge
the state telephone monopoly.

CITIC has also been wheeling and
dealing in Hong Kong, where companies
arc looking for political cover before the
return of the British colony to Chinese rule
on July 1. Many leading Hong Kong
families and companies are suddenly ready
to sell shares to CITICs Hong Kong
affiliate, CITIC Pacific - often at bargain
prices.

CITIC Pacific is 26.5 percent owned by
CITIC Hong Kong, which is a wholly
owned unit of the Chinese parent company.
The chairman of CITIC Pacific is Larry
Yung, the son of former OTIC chief Rong
and now a high-profile member of Hong
Kong's business elite.

Earlier this year, CITIC Pacific bought
a 20 percent stake in China light & Power,
the colony's largest electric utility. The
Kadoorie family, one of Hong Kong's
oldest and richest families, which had
rebuffed CITICs overtures in the past,
agreed to reduce its stake in the utility to
make room.

Family head Michael Kadoorie said
CITIC Pacific's "relationships ... will put
China light & Power in a very strong
position" to forge deals in the rest of
China.

But the deal made many Hong Kong
executives wonder whether Chinese
companies will exploit their connections to
strong-arm old-line Hong Kong firms into
giving up choice chunks of the Hong Kong
economy.

(Washington Post)
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^ Villagers in northern China get a
chance to elect own representatives

By SCOTT HILLIS

O N a bright March day in north-
ern China’s Beixing village, lo-
cal officials rounded up nearly

all the adult residents and locked them in
a schoolyard hung with bright red ban-
ners bearing political slogans.

Welcome to democracy - Chinese style.
...Some 2,000 sun7bakcd farmers sat patently
on small stools,.listening to campaign
speeches by candidates running for village
chief, deputy chief and scats on the local
council.

Poll officials, eager to ensure a smooth -
balloting process, took no changes on fraud or
procedural disorder, clapping lock and chain
on the gates of the schoolyard, where
makeshift plywood polling booths stood in the
dirt.

The enfranchised residents of the village in
northern Hebei province waited for more than
six hours before they were let out after the
final count. They said they didn’t mind.

“Once we started these democratic
elections and we could choose someone we
trusted, the village started developing and the
economy started picking up,” Beixing pear
farmer Liu Ruifa said. “Democratic elections
let you choose

someone from your own village and lead the
village into prosperity,” Liu said.

Village democracy, quietly launched by
the ministry of civil affairs in the mid-1980s
and complete with mul t i - candidate polls
and mostly-sccrct balloting, has spread to
nearly a million villages that arc home to
some three-quarters of China’s 1.2 billion
people, officials say.

Candidates who do. not belong to the
ruling Communist Party compete and often
win against card-carrying parly members who
have traditionally wielded ultimate local
power.

Officials boast the grassroots political
freedom has helped to bring economic growth
to villages and say democracy will spread, in
time, to the county, provincial and national
levels.

“China will develop its democracy,” said
Wang Zhcnyao, deputy director of the office
of basic-level democracy under the ministry
of civil affairs. “But our experiences conclude
that promotion of democratic elections should
not be too fast.”

Wang gave no timetable for the spread of
democracy to the most senior levels but made
clear that changes would be a long time in
coming.

Some western analysts say the Com

munis t Party, which still holds a firm grip on
power and is far from sharing the political pie,
will eventually have to brave deeper political
reform if it wishes to haul China into the
modern age.

“Unt i l the election process begins to
work its way up, there aren’t going to be any
dramatic changes in people’s lives, said US
China analyst Anne Thurston.

Most voting villagers, like those in
Beixing, fret more about practical, mundane
matters close to home rather than over
national policy .hammered out in distant
Beijing.

“When it rains the road is all muddy and
you can’t get pesticides on the trees in time,”
said 29-year-old resident Song Huanju of the
village’s main concern.

Winners of polls are often innovative,
entrepreneurial types who promise to seek out
new markets for local goods or who have the
connections and knowhow to start up new
lines of business.

The party, looking to fill its ranks with
more creative and pragmatic officials, has
tried to recruit non-members who can win
elections, Thurston said.

“It’s also a way of sort of boosting the
legitimacy of the party at the local level,”
Thurston said, adding that some 40 percent of
non-communists elected later sign on with the
party.

Beixing’s incumbent village chief and party
member Liu Qinxue won re- / election to the
three-year post with his pledges to repair the
road, wipe out • school fees and improve the
village electricity network.

Teaching China’s potential voters . about
election procedures, monitoring : for poll fraud
and ensuring smooth transfers of power were
just some of the problems facing expansion of
.elections, said Waiig of the’civiraffairs
ministry.’ '•!*'

“The technical difficulties involved in
holding elections - even* at - the country level
mean it is still too early and we need to wait a
bit longer,” Wang said.

Another problem was getting people to
follow simple rules of order, he said.

“How to get the farmers to queue up? We
know how difficult it is to get city dwellers to
queue up, what about farmers?” he asked.

Villagers , in Beixing seemed uncon- .
cemed with proper polling procedures. Many
voters chatted noisily about the choices as they
filled in ballots, often letting friends or family
vote for them or choosing more than one
candidate for the same post

“Certainly the Chinese have a long, long way
to go,” said Thurs- .. ton. - (Reuters)
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Influx of Chinese children
sparks new

By KEITH B. RICIIBURG " 11 ’
Almost all the migrant children are from Guangdong Prov-

ince, born to Hong Kong men:who went back to China to

marry and start families. In most cases, the men returned to

Hong Kong but the children were forced to vie for places on

a. lengthy waiting list for the right to move here.

K
”OK Man-sing is.only 8 years old
abut has-,already* experienced a
^lifetime's worth of trauma - sep-

aration, flight, refuge and now the con-
stant fear ofapprehension followed by
certain deportation>HeJs a pint-size fu-
gitive, an illegal immigram^trom China,
brought here on a motorboaiinjhe dead
of night by “snakeheads," or local'smug-
glers. And he is on the run.

“I was scared the policemen would come,"
Man-sing saia, describing his flight here with
his 7-year-old sister, Kok Man-kok, crammed
on a motorized sampan with about 50 other
illegal immigrants. “We came at nighttime, but
I don't know what time it was."

When they arrived, sometime near dawn,
he and Man-kok, armed with only an address
scrawled on a piece of paper, ,found their way
to their parents' house, and the family was
reunited after nearly two years.

“I'm afraid to go back to China," said Man-
sing, sporting a new Chicago Bulls baseball
cap and a gray warm-up suit. “I like Hong
Kong a lot. I want to get my identity card so I
can stay longer. I like the television, and I like
playing. Even though I don't have any friends,
if I stay longer I'll be happier. I never want to
go back to China."

As he spoke, a boy next to him quickly
noddea agreement. “The Chinese government
is rotten," said Yong Dong- chuen, 12, who
also is facing repatriation. “I'm not afraid. I
won't go back, even if they make me."

The boys are part of a wave of hundreds of
illegal immigrant children who have been
flooding over the border from southern China
in record numbers in re

cent weeks, sparking a budding humanitarian
crisis and prompting social workers to warn
of an even larger human swarm to come. So
far this year, about 1,500 children are
believed to have crossed the border illegally,
about double the number who crossed in all of
1996. The influx is straining the resources of
local welfare agencies.

Almost all the migrant children are from
Guangdong Province, born to Hong Kong
men who went back to Chi^ na to marry and
start families. In most cases, the men returned
to Hong Kong but the children were forced to
vie for places on a lengthy waiting list for the
right to move here.

When Hong Kong reverts to Chinese
control on July 1, these Chinese children of
Hong Kong parents are guaranteed the right to
reside here under the Basic Law, the mini-
constitution that will govern this territory's
affairs. Many feel their best chance is to come
in now, before July 1, because they fear the
border will become even more tightly con-
trolled once China takes charge.

The Guangdong public security bureau
and Hong Kong social workers estimate that
130,000 children are waiting

to be reunited with their families here. Under
a quota system, Hong Kong currently allows
only 150 permits for oneway border crossings
each day, with 66 of those slots set. aside for
children reuniting with parents. . .. ƴ.*’ ' •

“This is a very critical moment,'" said Ho
Hei-wah, director of the Society for
Community Organization, which is assisting
the families. “If they can stay in Hong Kong
until the first of July, they automatically have
the right of abode" because of the Basic Law.

The incoming government of Tung Chee-
hwa, China's future chief executive for Hong
Kong, recognizes that the influx of children,
and the 130,000 more waiting to cross, is one
of the most pressing issues it will-face. >

“It lands squarely on our shoulders; we've
got to tackle it," said Antony K. Leung, the
managing director of Chase Manhattan Bank
here and one of Tung's executive counselors.
“The question is how to get them to Hong
Kong on an orderly basis. We have to see if
we can find ways to stop them from coming
(all) at once." Among other problems, Leung
said, a sudden influx of 130,000 new children
after July would overbur-

crisis in
HK

... .. ..
den the already crowded school system.

Most of the parents, though, are not
interested in waiting.' Many say they have
waited long enough and have Jiad; ƴ to endure
not Only*the grinding^ bttrcatw cracy in
China,‘but also corrupt local of" ficials who
demand huge bribes to give children higher
places on the waiting lists.

The government here has announced that
those children entering illegally will be sent
back to China and forced to wait their turn
through established channels. To allow them
to stay, officials have said, would lead to a
rush of illegal immigrants, which would cause
a hazard because of the risky sea voyage. A
general amnesty also would be unfair to those
who have waited their turn to come legally,
officials say. • •

Other- ,-illegal immigrants here have told
of corrupt Guangdong officials demanding
bribes in exchange for favorable places on the
waiting list. While the officials charge
applicants the equivalent of $25,000 for
favorable treatment, the snakeheads offer more
immediate passage to Hong Kong at cut-rate
prices. One young woman said she paid a
snakehead $12^00 for three persons - herself, a
sister and her 6-year-old brother
. Some parents here say they would rather wait
than put their children's lives in the hands of
the snakeheads. “The children are coming over
illegally because of the pressure from the
parents," said Choi Wai-kwan, a Hong Kong
wholesaler who married in Guangdong in
1985 and has been waiting ever since to bring
his wife and four children here. “The parents
are too impatient, and too. anxious."
(Washington Post)
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Explosion in Beijing
sets nerves on edge

BEIJING, May 13 (AFP) — An explosion
jolted a park next to Beijing's forbidden city
today afternoon, sending shivers through the
Chinese capital following a series of suspected
terrorist bombings in March. According.to local
residents near Zhongshan park, which borders
the southwest wall of the forbidden city, the blast
was caused by a lone suicide using explosives.
There were no official reports of any casualties.
The park entrance was blocked by uniformed
police and ambulances were seen driving into the
park. "Some people were injured," a gatekeeper
said. "We heard a loud explosion from the park
before 5:00 p.m. (0900. gmt)," said one local
resident.

A duty officer with the public security bureau
section responsible for the park would only say
that "an incident took

place," but refused to give any details.
Plainclothes police, wearing plastic gloves,

could be seen inside the park, searching the lawn
and placing material into plastic bags.

One staff member of a restaurant inside the
park confirmed the explosion, but said she had
been told not to answer questions from
journalists. Access roads on the west and east
sides of the park were initially blocked off by
police, who lifted their checkpoints at 7:00 p.m.
(1100 gmt). On March 7, a bus bomb went off in
Beijing, which has experienced little terrorism.

Witnesses said three people died in the bus
blast, although the official version spoke only of
a dozen wounded.

La id-off workers were suspected of planting
a further two bombs in the capital later the same
month.
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I' GENEVA, May 16 (AFP) — Talks on China's
long-standing bid to join the World Trade
Organization are set to resume' next | week in
Geneva amid hopes, diplomats said \ today, that
Beijing will bring fresh impetus \ to private
bilateral sessions. -
* ; A formal meeting of China's working ƴ' group
on accession on May 23 will be strad- ? died by
closed-door talks with its major
* trading partners the United States, Japan and 1
Europe. "I don’t think there will be a spec- '
tacular move from the Chinese side," one
* trade official said. ƴ-; • . , •*
ƴ- _C"I would say if they could move forward
* in bilateral talks with different countries, that

could-;.-considerably , improve the at-
•mosphere." .... V.
t - Negotiations with Japan, for instance, had [ not
."moved in any meaningful way for two ; years,"
the official said, i, .'.(China was hailed during the
last round of
* negotiations here in March for giving ground ;
on’certain areas, notably agreeing to allow

Renato Ruggiero. j

to start WTO talks in Geneva
independent firms in China to conduct their own
trade, rather than having to go through
designated entities, three years after winning
WTO membership. Chinese negotiators also
vowed to abide by all WTO rules on intellectual
property rights immediately. ^ Progress was also
made on draff protocol items covering
nondiscrimination and non- tariff measures,
which will also feature on next week's agenda
along with a host of other issues such as
transparency and state trading. 'ƴ _____ -'

Much remains to be thrashed out, however,
with diplomats stressing that China's entire
service sector has still to be brought into the
liberalization equation.

"We must have movement on trade in
services," said a European diplomat.

Even in areas where China has budged, the
distance covered is less than at first thought,
trade sources said. .

"The extent of the right to import (pledged
for individual companies) is rather limited,

said the trade official, adding that Beijing’' was
permitting individual firms to import freely only
for their own consumption, and that companies
would not be entitled to bring .in "anything."

!. .V
. WTO Director-General Renato Ruggiero said
after meeting with top Chinese officials last
month that China must make an "ambitious
offer" to open its market to foreign trade by the
end of the spring to keep momentum going..

The main stumbling block, say diplomats, is
the political tussle between China and the United
States over how far Beijing is willing ' to move on
market access at a time when Washington is
miffed over its growing trade imbalance with the
country.

Lastjyear the U.S. deficit with China was
almost $40 billion, a four-fold rise since 1990.

Resistance in the U.S. Congress against
conceding trade ground to the Chinese could
make the Chinese back off, say some pun

dits. "If I were the Chinese I wouldn't put ari\
all-out effort to move things forward on this - v
occasion because of uncertainties on! the
American side," the trade official said.
' "(The Chinese) might do just enough to.: keep the
ball rolling." \ H* v *ƴ • - China's top WTO
negotiator Long- Yongtu will hold talks with U.S.
Assistant ./.V' Deputy Trade Representative Robert
Casr sidy ...

China, one of 28 countries in the queue, is. ':.y
pushing to join the world trade body on de-;--
veloping country terras, which would grant. jC. it
lengthier schedules for adherence, to WTO..?,^
regulations.

The United States argues that China, the^-i
world's fastest growing economy, should’1*: come
in under developed country status. V . ; • Taiwan,
considered a renegade province ! by China, is also
pressing . to become a ’' member of the WTO,
though observers say Taipei will not be able to
enter before the • mainland secures membership. v
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China's new dam to tame Yellow River
' By ANDREAS LANDWEHR

C
ONSTRUCTION is in full

swing on an ambitious dam
pro-
ject to tame the mighty Yellow

River and use its water to provide elec-
tricity and irrigate crops.

Engineers reckon that in six months' time
they will be able to divert the river through
tunnels drilled Through the bowels of a
mountain while the walls in the Xiaolangdi
dam arc built to a height of 154 meters.

This amazing feat of civil engineering is
currently taking shape in the central Chinese
province of Henan, sonic 40 km north of the
bustling town of Luoyang.

In addition to using the river for electrical
power and irrigation, experts hope the dam
will put an end of flooding along the lower
course of the waterway and reduce
sedimentary deposits along the riverbed.

The 1.6-km-wide multipurpose dam is the
second biggest project of its kind in China
after the controversial Three Gorges dam on
the Yangtse River where the world's biggest
power plant is being built.

Experts say the Xiaolangdi dam is
technically more complex than the Three
Gorges project because the river is being re-
routed through a mountain at different levels
via network of 16 tunnels.

The Yellow River gets its name from the
vast quantities of yellow brown loess it carries
in suspension. The 4,385-km- Iong waterway
rises in the Kuen-lun ranges of western China
and flows a tortuous course across the country
to reach

the Yellow Sea in the Gulf of Pottai.
Because of the loam, the water level rises

10 centimeters every year or one meter per
decade, according to Wang Xianru, the vice
director of the company in charge of the
project.

As a result, the dikes along the lower
reaches have to be enlarged at least every 10
years, a time-consuming and labor-intensive
exercise that costs hun

they constructed another dam 130 km
upstream without making allowances for
sediment.

The biggest problem encountered so far in
the Xiaolangdi project has been the varied
geological composition of the mountain
through which the tunnels arc being drilled
and which will also house a hydroelectric
power plant.

Six 300 megawatt turbines will use the

The 1,6-km-wide multipurpose dam is the sec-
ond biggest project of its kind in China after the
controversial Three Gorges dam on the Yangtse
River where the world's biggest power plant is
being built. Experts say the Xiaolangdi dam is
technically more complex than the Three Gorg-
es project because the river is being re-routed
through a mountain at different levels via net-
work of 16 tunnels. ,

dreds of millions of dollars. ^
The Xiaolangdi dam is expected to put an

end to all that. Engineers say the reservoir can
absorb the river's mud and clay for a period of
at least 20 years.

In addition, the dam complex is being
constructed in such a way that it will be
possible to regulate the flow of the sediment
through the mountain tunnels.

In building the dam, civil engineers learned
from the mistakes made by their Russian
counterparts in the 1960s when

water of the river to generate electrical energy
that will be used to supply the province of
Henan, especially at times of peak demand.

The water will then drop into a catchment
basin, from where it will be allowed to flow
back into the river and continue on its journey
to the coast.

Some 10,000 workers, including 500
foreign engineers and craftsmen from 49
countries, are working on the project, which
was 37 percent complete at the

end of April.
Companies from France, Germany and

Italy arc among the foreign participants in the
$4.1 billion venture, which the World Bank is
helping to finance to the tune of $1 billion.

The senior engineers are matter-of- fact
about the project, in contrast to the mood at the
construction site where, there is an almost
revolutionary fervor reminiscent ofr the old
days of communism.

But the dam would not be possible without
major social upheavals. Some
200,0 people living in the vicinity must be
relocated before it is inaugurated in the year
2001.

The first 1,200 were moved from what is
now the construction site to a new model
village, which is also named- Xiaolangdi.
Many of the people were reluctant to leave
their homes.

“We had no choice, everything has been
pulled down,” said one old man. But he said
the quality of life was better in their new home,
and received nods of approval from other
villagers.

The center of the village, which , the
authorities like to show off to visiting
journalists, is dominated by a statue of the
Great Helmsman Mao Tsetung that was built in
1993.

“The peasants will never forget what Mao
has done for them,” says Xu Minima, the
woman in charge of the resettlement program.

“Everybody thinks of the common good,”
she says. That is one of the qualities of the
Chinese. “They have given up their homes for
the benefit of the nation,” Xu adds. - (DPA)
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step toward
taming

Yellow
RiverBy Scott Hillis

Xiaolangdi, China

What do you do with a river that rises 10
cm (four inches) a year and already looms
perilously over cities that sit under the
shadow of the dikes that hold it in?

China believes the answer, at least for
now, is its multi-billion dollar Xiaolangdi
Dam Project, in the central province of He-
nan. Through the centuries, deposits of silt
have raised the bed of the Yellow River so
high that its waters now look down upon ]
many cities and towns along its banks.

“In the past, hundreds of years the dikes
;have been raised many times so that the 1

river is higher than the surrounding area in
many places,” said Wang Xianru, deputy
director of the Yellow River Water and
Hydropower Development Corp.

Beijing spends $1.2 billion each decade
on shoring up the banks to keep at bay the
threat that could claim tens of millions of
lives should the river burst its dikes. Some
4,0 villages were wiped out and untold

millions of peasants drowned in 1938 when
nationalist leader Chiang Kai-shek ordered
jjthe dikes blown up to try to halt advancing

I Japanese invaders., .
.’ij At the core of the $4.17 billion project

(near Henan’s capital Zhengzhou is a 154-
meter (500-ft) rock and earth-filled dam
laced with a complex web of 16 tunnels that

'also thread through the river’s left bank,
i The tunnels are intended to regulate the
‘ƴ[river’s huge silt load and erratic water flow.
’“Electricity generation is only a lesser pri-
. ’ lority of the Xiaolangdi project, with flood
, (control being first,” said; Wang, whose

'’company is in charge of the project.
Engineers spent 30 years designing the

__ lam, which will be the largest of its kind in
'-tir’China. It is farjmore intricate than its muchm

Stef.tivjj u k . r
•v-* , . .

..... rprr™

Wang Xianru, deputy director of the Yellow River Water and Hydropower Development Corp. explains construction of the
Xiaolangdi dam on China’s Yellow River at the project’s site in central Henan province. (Reuters)
bigger, more expensive and highly publicized
cousin at the three gorges on the Yangtze
River. “The project has several
characteristics, one of which is its com-
plexity,” Wang said, gesturing to the 14.5-
meter-wide (47-ft) tunnels that burrow more
than one km (3,300 ft) through a hill on the
left bank of the river.

“The rock conditions here are not very
good, so it is very difficult to proceed with
die job,” he said. A vast 12.5 billion-cubic-
meter (441 billion-cubic-ft) reservoir behind
the dam is to serve as a catch basin for silt
and will be capable of holding 7.5 billion
cubic meters (265 billion cubic ft) of
sediment before it finally fills up after about
30 years. What happens then? Wang said he
hoped the temporary halt in the flow of silt
would buy time to come up with a more
permanent solution.

“At that time, our children will think of .
something to do,” he said.
tkmm i. nƴ

The reservoir would also allow dam op-
erators to regulate the Yellow River’s no-
toriously fitful flow, which fluctuated between
a dawdling 1,500 cubic meters (53,000 cubic
ft) per second and a raging
16,0 cubic meters (565,000 cubic ft) per
second, Wang said. Although water levels are
now at record lows, the river has claimed tens
of millions of lives over the centuries, earning
it the moniker “China’s sorrow”. The World
Bank is helping to bankroll Xiaolangdi
because the project was deemed too risky to
attract private investment, said Pieter
Bottelier, chief of the World Bank’s China
Mission.

The project would use more than $1,109
billion in foreign funds, with $1 billion of that
coming from a World Bank loan and the
remainder from foreign commercial credits,
Wang said. Six 300-megawatt generators
would go on line between 1999 and 2001 to
help slake central China’s growing

/\j£kT2>

c /*?/

demand for energy, said Wang.
Wang’s company has already signed a

$55.8 million contract with German firm J.M.
Voith AG for the turbines and will issue
tenders in October for more than $44 million
worth of auxiliary equipment such ’ as a
computer control system. Another $ 110
million will go toward resettling more than
200,0 people whose homes will be flooded
when the river is blocked on Oct 31 this year,
one month before the Yangtze is diverted for
the Three Gorges Dam.

The World Bank’s Bottelier said irrigation
fees collected from villages and cities
downstream would pay back 70 percent of the
project cost although government water
pricing would have to be changed. China has
given no hint it plans to ease controls on
current prices in the region, held artificially
low by the state. “The water (price) will have
to go up to a much higher level to pay for that
dam,” Bottelier said. (R)



' WASHINGTON, Aug. 15 (R) — U.S. President
Bill Clinton and Chinese President Jiang Zemin
will hold a summit talks in the capital in October
as scheduled and among, the issues to be
broached will be human rights and international
trade, National Security Adviser Sandy Berger
said yesterday; y
- Berger spoke with public television's ."News
Hour with Jim Lehrer" after, returning from a
three-day trip to Beijing to lay the groundwork
for a late October summit, between J^resident
Bill Clinton, and Chmese President Jiang Zemin.
Berger also said plans for a China visit next year
by: President Clinton were on track.

"This/isfari- enormously important re-
lationship," Berger-said in a television interview.
The way China" evolves over the next 10 years as
the largest country in the world will have an
enormous impact on our future,'1 he said. "So for
both countries, en- cgaging with.each other so.
that we can.ex-

^^^^S^^^^fe?du^SfFereilce^ isfexf tremely
important," hesaid."
. Berger, said that he raised thorny issues

summit
such as human rights, especially of political
dissidents, China's arms sales to Iran, and
China's bid to enter the World Trade
Organization, as well as areas of mutual concern,
such as the situations in North Korea and
Cambodia. But the discussions were part of a
new, broader strategic dialogue emerging
between the two countries. "We have broadened
the range of our discussion with China and tried
to engage them in not only a discussion of
specific subjects that are problems, or specific
areas in which we can cooperate, but a broader
strategic dialogue," Berger said. < .

"The summit is important for both countries.
This is an enormously important relationship.
The way in which China evolves over the next
10 years as the largest country in the world will
have an enormous impact on our future," Berger
said, citing such areas as the environment or
nuclear nonproliferation.

China and the United States have.squab-, bled
over "a range of issues, including Beijing's rival,
Taiwan^, human rights abuses in China and
Tibet, trade and nuclear proliferation. •'.?

flrA tfeMi

Berger, who met Jiang Zemin on^Tues-* day in
the seaside resort of Beidaihe,' said: he also made
clear, that Beijing could not expect to be admitted, to
the WTO, "simply.’ because they're a big
country!**:;iW‘>:¥xv He said he expected progress,
although possibly not in the short term— and cer-r .
tainly no major breakthroughs, at the Oc<- tober
summit, since it . would require some* internal
economic restructuring and "fairly , significant
domestic effects" ; on state- . owned enterprises
before-it could join the .

WTO. - Trade would be.one 'of the topics :
| discussed during the "summit, BCTger.said^’
. noting that movement toward regular sum-*, mits
would be helpful. ^ . 4 v

7 Jiang's meeting with Clinton
will be the first state visit to the United States, by a
Chinese president since the Chinese army crushed
student-led pro-democracy dem- “ onstrations in
Beijing's Tiananmen Square on June 3-4,1989. •

^Washington.. switched * diplomatic.jreca*.
rogmtion to Beijing finoimJaipd-iiFd979^

; lBeijing considers^aiwanu. rebelipniwiiSg \ and
has sought to push the island into dip-: i lomatic
isolation.**-" 4 -
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China's Shanxi to become indiltnlliartland
By H. ASHER BOLANDE

G
OASTAL cities have dominated
China's booming development,
but investors wary of steadily

‘rising cost say the northern’province of
Shanxi is a, more _ likely candidate to be-
come a permanent heartland for heavy
industry. ’ :-V" *

Separated from Beijing by a few hun-
dred km and the rugged Taihang moun-
tain range, this inland zone has largely
been left behind during the last 15 years
of high-speed economic growth.

Resulting bargain rates for labor and
land are coming to the fore as new trans-
port and telecommunications links gob-
ble up the distance — and bolster the al-
lure of Shanxi's strategic natural
resources.
~ "Shanxi will become a leading indus-
trial province in the next 10 years," said
Jack Perkowski, the chairman of leading
China investment firm Asimco.

heavy
manufacturing in., the same, way its
‘American equivalent - north-central states
like Illinois and Michigan - became the
permanent home to the automotive and
other industries. i "The cost of doing
business is dramati

cally lower in inland areas," Perkowski
said. "Why build * (factories) in New
York?"'

According to 1995 government fig-
ures, wages in Shanxi were just 51 per-
cent those in Shanghai and 57 percent of
those in southern Guangdon province.: •
Together with US heavy-equipment •
giant Caterpillar, Asimco (Asian Strate-
gic Investments Corp.) is sinking nearly
$100 million into a Sino-US venture in
southern Shanxi to produce engine cast-
ings. ' .

Provincial officials hope the high-
profile project, the first of its size in the
province, will start a bandwagon effect
among other big-ticket foreign investors.

"We want to become an export center,
so the project occupies an important po-
sition," said Liu Zuozhou, vice general
secretary of the provincial government.

Ma Jiajun, the director of the Shanxi
Foreign Investment and Trade Develop-
ment Council, said previous., investment

T'/had come from Asian spurqes like,JJong^
~v Kong and limited itself to 5 small-scale- '
hotel or retail operations.

Caterpillar's international stature.
should help draw foreign investors' .at-
tention, he said.

"Shanxi's electricity is China's cheapest
Shanxi's coal is China's cheapest,"

he said. .. . % Continued infrastructure expansion is
The province is China's number-one j on the cards for the next decade Prcgrn-

producer of coal, the country's main en- 'tcial officials'told AFP spending wfSfi
ergy source, accounting for a full quarter /^' increase 15-20 percent annually,
of national production. It is also home to; l'^aid.>: the. current, spending in
large bauxite, iron, copper and cobalt.re^’^- Sfia^lis^i^t.billionyuan ($963.9 mil-
. serves, offering local material for heavy-.:J- lipn) per )year V’ three times the national
industry, - v v v - \'^^^ayejagellpateiated per capita.'*'-"; > .

Power-general facilities; piggybacked ƴ Tike many areas in China, the prov-
onto massive coal mining operations ince has $et up several economic devel-
around the cities of Taiyuan and Datong •v opment zones offering tax incentives
allow Shanxi to export 25 percent of its :y and promises of . quick approvals for for-
electricity..' . ; r*:' -*v {£v: eign investors/: >.
- But Ma said the province's dominance Wang . Bipdang, the vice director of
in coal has also provided it with a wind- : Shanxi1^, foreign trade bureau, said the
fall in terms of cargo links. To assure ' preferential policies would not be erased
coal distribution around the country, the m coming years to meet "national treat-
central government has built extensive . ment" requirements favored by the
rail links connecting Shanxi to the sea- World Trade Organization - which Chi-
board. . . ; na is trying to join.

A recently completed superhighway ' '.' . If natiqnal policy rules out pro-foreign
links Taiyun to the northeastem Bohai• ƴ measures, ‘"wpwould extend thes2£?e
sea via Beijing. It is due to extend.'^; benefits to domestic firms." he said.

the prov-
Liu said.:;

,000*.
_ . .. year-oldland^he said.' • . . ra

which-has direct flights. to Hong Kong Shanxi, part of the northern homeland
and all major Chinese cities.' It has han- whereChinese’ history began was a
tiling capacity for nearly two"million prosperous agricultural, financial and
passengers and 14,000 tons of cargo per. « trading hub up until the 20th centurv.
'-year,;-;'. ;ƴ ’
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'Stfr tfeffZmr v-w*v', , r .v.. ',*. Word of this has spread through a
° -VJ •' ' - tinuous senes of articles and>ivi.

favor of market and reform.
con-

tinuous series of articles and com-
FTER years of political paraly-V mentaries in the state-controlled media.
;C*/Vsis and bickering, China is now ‘ These articles are also meant to silence
3* JL X preparing, for. a < new reform left-wing opposition ahead of the party
push:^:*^^^• %  l congress. While officially no date has
Chinese^president and general sec-: been set,/diplomatic sources said the
//•. retary , of .the^Communist Party, Jiang congress would be held Sept. 20-28.

Zemin, wants to grasp the opportunity :
*^at the important 15th party congress in
September:to^finally push forward with '
v>'die long-awaited-restructuring of the

‘For the construction of socialism
there is no ready-made way of doing able to get involved in because of the

push
• '> 'uww. '* •'' * :• ttf&MK

f
rom the sale of state-owned j en-
... terprises could be used to pay old debts, *
find new.jobs for the unemployed and ./

banks, non-bank financial institutions f: pay old-age pensions!
and warehousing enterprises are nec-- " -
essary,” said Dong Fureng. .7 -
“The state has to invest in non-
profitable . public facilities, infra-
structure and hi-tech industries that the
non-public sector is unwilling or un-

means to interfere and regulate die
market. A certain number of state-
owned or state-controlled commercial

~money-losing; state industry. * ”.
;v< c» But ;eliminating'the burdens of the
. old planned economy'and introducing 1

.*o market.reforms to the dinosaurs of the-.,
state sector has met with obvious re-
' sistadeeg from' ^the . Communist; Party
•»>;lfeft-Wirigefs. For the past year-and-a-

half « the: leftists - have.; increasingly

things,” the People’s Daily (Renmin
Ribao) said, countering critics who
point to problems and mistakes in the

’•’transition process. Such mistakes are
- unavoidable, since China has no ex-
perience in building socialism, it said.
But a protracted debate about socialism
.'Versus capitalism does not bring the
country further... ..

“The development should be the sole

difficulty in making
risks,” he added.

profit and the

* voiced^ opposition• to -the market re- criterion forjudging success in build-
| form?; introduced- "by; the late Deng 7 mg socialism,” said author Ban Minli
A * Xiaoping£who died in February/In the ' in another People’s Daily commentary.
• I ' ' , uncertainty surrounding die end of the ƴ; “Poverty is hot a characteristic of so-
. iyDeng-era,. there have been no serious f’ : cialism.” Dong Fureng, vice chairman
/U attempts^ to, reform^ die: state’ sector, of the Financial Committee of die Na-
• J ^.Stability and maintaining the status quo ./•, t tional Peoples Congress, was cited by
;(t was Jiang Zemin’s cautious approach, v- . r die official Xinhua news agency as
riX^Butrfor.Jhe .first, time since Deng’s saying, “A socialist market economy’s

totmof southern China, when the,^f. goal is to combine social equality with
i patriarch; ^turned/, the ' country-; againstmark*
&left-wfeg*bppbafi6hjand-put;-it.<)illdie^5:^ portrays a picture of a future
j^ti^^^a^d%fyioVecOhomic^re*riTiesc^ofje>emblmgWestern .social
! forms, the Communist Party has openly ket.ecqnomic models such as those in

begun a new discussion on how much Germany and other European coun-
j ?(market~ forces, and how much state v tries. “Socialism’s fundamental de-

control! is’good for the country. The. \>mand is social fairness. ...
/ leadership, now gathered at the seaside - r i : “State-owned enterprises should do
, "/-resort of-Beidaihe m northeastern He- what the non-state sector can t do by
^.'bcipr6vihce,hasaireadygivendiean-;-. ..providing the government with the

A restructured social security system \
is urgendy needed to replace the/old
“danwei” or work-unit system, of era-1;
dle-tb-grave welfare benefits provided'
by the state-owned firms; .The central
government wants to spend 30 billion •
yuan (3.6 billion dollars) this year for
• the reform of the state sector..^, .', .
! , Qualified companies will be allowed

But in general, the number of state-V . to. raise more capital abroad or by is-' *
owned firms needed would be “sub/' suing stocks or bonds! “The .’party’s
stantially reduced.” Behind this reform ‘ .goal is to propagate highly productive,’
push in the state sector is economic,/', forces needed to build a socialist mar-J.
czar Zhu Rongji, who is tipped by' . ket economy combined with effective
many — even in the Chinese ministries ’ . mechanisms of the market economy,”/
—' as the next prime minister. Current ƴ;* i wrote Ban Minli in People’s Daily/;
Premier Li Peng cannot stand for a- L “The introduction of stocksJand
third term next March. ' ’ ' !• - / .. . . . bonds has enhanced the. vitality of the

Vice Premier Zhu has already be- * ƴ enterprise; , capital, technology and la^ ;
come something of a legend for sue-' bor markets, and have in turn led to the
Cessfully fighting double-digit inflation 1; emergence of the shareholding’,'vauc£"
and pushing for reform in the financial;), ‘ tion, lease and Contract system.” . No-/,
sector. He now wants’ to continue body." doubts that radically j turning
building China’s economy by turning around the'old statc economy structures i
the state sector around. He is optimistic ?•';’ is the most daunting task ofthe ciirrenC
aboq,t getting state-owned companies^’ ’’ '* “ ^ '1-

out of the loss-making cycle within '^

ficiency raised, increased bankruptcies released over the past 12 years show, where
necessary and elimination of that China has ranked as a world leader 1- surplus labor,
as he said during a recent in terms of economic developnient/the week-long inspection
tour of state-run party'paper reported. “Marching for-) industries in northeastern
Liaoning ;; ward there is a new world, and there is '• province. The state media has
quoted no way of going back,” it concluded.1 Chinese experts as" saying the funds *- v
‘ * } ' > ? r ( D P A )
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:;V£j By GILES HEWITT

t'^^4 HINA S . People’s Liberation 8 «R"* i^nny
(PLA) turns 70 on Friday,

: >r ^but does so in far more sprightly
"andconfident fashion than many of the
'political elders it affects to obey. . . v, ,• In
fact, the world's largest army is arguably in
as good a shape as it has ever been since its
official founding on August *1, 1927,
although some experts point; disparagingly
at its backward technology and over-
manning.

Mao Zedong's celebrated dictum that
political power grows from the barrel of a
gun has lost little of its validity in China —
where political leaders lobby furiously for
the military support considered vital to their
survival. .
...-.Such activities have intensified sig-
nificantly in the wake of patriarch Deng
Xiaoping's death in February and in the run-
up to the key415th Communist Party
Congress in the autumn.

The military's influence has grown with
its economic transformation into one of
China's largest commercial entities, boasting
tens of thousands of dis

parate enterprises - from hotels and nightclubs
to ice cream manufacturers. •

Income from those enterprises is the. main
source of funding for the fLA's ambitious
military, modernization plans and far exceeds
the official 1997 defense budget of 80.57
billion yuan ($9.7 billion). '

The three-million strong army “is a virtual
state within a state, and perhaps the most
powerful institutional lobby in China,” says
George Washington University sinologist and
specialist on the Chinese military David
Shambaugh.

“This is a military that is there to preserve
the party state in power. It is not going to let
the party fall from power as was the case in
eastern Europe and the„ Soviet Union.”
> The army, whose symbiotic relationship with
the party goes back to the ear- vly days of the
revolution, has' always stepped in to restore
order and put down any threat to the regime -
such as during the Cultural Revolution and the
succession struggle after Mao Zedong's death
in 1976. ƴ

And. it was mili iry intervention in

pro-democracy demonstrations in Tia- ’ During a recent .visit tp. France, the
nanmen Square,5 at the cost of;hundreds number three.in .the Chinese hierarchy,
if not thousands of lives,. *7 , Qiao, Shi, issued a veiled challenge toi Ji-

However, with Deng dead, Jhe!ques- ƴ„ iang when h%; suggested, that. the CMC
:— or i—i*:— ƴ
chief should.be answer able', to China's
parliament,'of which Qiao is the chair-
nuuu'“>I XJ? v-' . /y
v • The' army itself has little to gain from
such, factional infighting, especially if it
were, to spill oyer into an all-out power
struggle.'^ '••• •*••• '
lr“The PLA. is very much an integral
part.qf the economic equation in China,”
said one western military attache based
in Beijing:, { - - :-r
. “As long as the economy develops, so
does the. army, and .that gives, the mili-
vfary. a powerful vested interest in politic
caf stability.;: Hence the loyalty pledges
' to . the party and Jiang,” the military at-

tion of where the ’PLA's trup loyalties
now lie remains unanswered,' despite.
President Jiang Zemin's repeated efforts
to shore up his position as head of the
powerful Central Military Commission
(CMC). «•' '"i- -:
' After Deng's death on February 19, Ji-
ang moved swiftly to secure pledges of
loyalty from the top military brass, but .;
the first and second CMC vice chairmen
- Liu Huaqing and Zhang Zhen - were,
noticeably tardy in parroting the mantra
of obedience to the party “y/ith Jiang Ze-
min at the core ” }.. .» ... v i

Liu, 81, the sole military represents-;
five in the politburo standing committee,
is widely expected to retire from., the ..^tadiesjud. ^^^^^', country's top deoision-
making^bpdy ut.g ^y.Despite its stiength in numbers, most the upcoming' congress,; Je^yjng
a^spaW/iiexperts estimate that the PLA will take that Jiang can fill with' a more secure up 20
years to become a true modem military ally. . V - fighting^ force,'tespecially the army.
. However, other Jiang rivals have alsp ^which hasvmissed out on spending bud- been
maneuvering to increase their influ- gets to the'air force and navy. - (AFP) ;
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1/Chinese party infighting comes into open
BEIJING, July 30 (R) — A rare revela-

tion of factional strife among China’s
Communist Party elite marks the start of a
campaign to discredit leftists opposed to
economic reform and the rule of President
Jiang Zemin, analysts said today.

The few dozen men who run China sat
down this week in beachfront villas at the
resort of Beidaihe for their annual round of
political infighting and decision-making amid
the first overt signs for several years of a
power struggle, Chinese sources said.

“The leftists are attacking Jiang,” said one
Chinese source close to the party. “They have
been making a lot of noise in recent months
and...*the Jiang faction has decided to
respond.”

That response came in a bold front-page
interview yesterday by the China Economic
Times with Xing Bensi, editor of the party
magazine “Seeking Truth”, that exposed rifts
between leftists qpposed to economic reform
and Jiang’s group that backs the market
policies of late paramount leader

Deng Xiaoping. “This is pretty peculiar, this
is not consistent with the way they usually do
things,” one Western diplomat said of the
interview. “It looks as if it was something
meant for internal eyes only and they forgot
and there it is on the front page. This looks
like a call to the party faithful to stand up and
be counted,” he said.

Any sign of public disagreement among
the ruling elite is anathema to China’s party
leaders who have struggled for decades to
present a united front despite the behind- the-
scenes feuding that has often paralyzed
policy.

The revelation that Deng’s political heirs
were embroiled in a power struggle between
hard-liners and reformists comes as the elite
jostle for position in the run-up to a crucial
five-yearly Communist Party congress in late
September or early October.

The congress will mark the political
coming of age of Deng’s heir, party chief
Jiang Zemin, showing if he has die clout to
pack the new Central Committee, its Po

litburo and all-powerful Standing Committee
with' his supporters, diplomats said.

‘This interview consolidates Jiang’s po- !

sition ahead of the 15th party congress,” '• said
the Chinese source. “This helps Jiang a lot... it
openly criticizes the leftists.”.

The leftists—ultra-radicals who espouse ’
orthodox Marxist theory and oppose Deng’s
radical capitalist-style reforms are led by
veteran hard-liners Song Ping and Deng Liqun,
both conservatives who nevertheless
maintained close ties .with Deng. They have
circulatedintemal documents in recent months
attacking Jiang for his slogan “to talk politics”
that they say fails to follow Deng’s emphasis
on economic reform and for apparently dis-
tancing himself from Marxism in a May 29
internal speech.

“We definitely can’t ask Marx to provide
ready-made answers to solve problems that
arise 100 years or several hundred years after
his death,” said Xing, vice principal of the
Central Party School.

ƴ*> \ J '~ i- /

/
/



Qhina power struggle exposes opposition to reform
7 By Jane Macartney^fT lwccn lcftisls opposed to economic rc-

Beijing ** *

A rare revelation of factional
strife among China's Com-
munist Party elite marks the

start of a campaign to discredit leftists
opposed to economic reform and the
rule of President Jiang Zemin, analysts
said on Wednesday.

The few dozen men who run China
sat down this week in beachfront villas at
the resort of Beidaihe for their annual
round of political infighting and
decision-making amid the first overt
signs for several years of a power
struggle, Chinese sources said. “The
leftists are attacking Jiang,” said one
Chinese source close to the party. “They
have been making a lot of noise in recent
months and... the Jiang faction has
decided to respond.”

That response came in a bold front-
page interview on Tuesday by the China
Economic Times with Xing Bensi, editor
of the party magazine “Seeking Truth”,
that exposed rifts be-

forrn and Jiang's group that backs the
market policies of late paramount
leader Deng Xiaoping.

“This is pretty peculiar, this is not
consistent with the way they usually do
tilings,” one Western diplomat said of
the interview. “It looks as if it was
something meant for internal eyes only
and they forgot and there it is on the
front page. “This looks like a call to the
party faithful to stand up and be
counted,” he said.

Any sign of public disagreement
among the ruling elite is anathema to
China's .party leaders who have strug-
gled for decades to present a united front
despite the behind-the-scenes feuding
that has often paralysed policy.

The revelation that Deng's political
heirs were embroiled in a power strug-
gle between hard-liners and reformists
comes as the elite jostle for position in
the run-up to a crucial five-yearly
Communist Party congress in late
September or early October.

The congress wi l l mark the political
coming of age of Deng's heir, party chief
Jiang Zemin, showing if he has the clout
to pack the new central committee, its
Politburo and all-powerful standing
committee with his supporters,
diplomats said.

‘This interview consolidates Jiang's
position ahead of the 15th party con-
gress,” said the Chinese source. “This
helps Jiang a lot... it openly criticises the
leftists.”

The leftists — ultra-radicals who
espouse orthodox Marxist theory and
oppose Deng's radical capitalist-style
reforms — are led by veteran hardliners
Song Ping and Deng Liqun, both
conservatives who nevertheless main-
tained close ties with Deng.

They have circulated internal docu-
ments in recent months attacking Jiang
for his slogan “to talk politics” that they
say fails to follow Deng's emphasis on
economic reform and for apparently
distancing himself from Marxism in a
May 29 internal speech expected to be
the focus of the party congress.

“Wc definitely can't ask Marx to pro-, vide
ready-made answers to solve problem's that
arise 100 years or several hundred years after
his death,” said •' Xing, vice principal of the
Central Party School and a member of the
law, committee of the National People's, ,
Congress, or p a r l i a m e n t . • ' ? '{

Xing's remarks revealed for the first . time
since Deng's death last February that a strong
bloc of opposition exists , to his reforms that
have transformed a Stalinist backwater into
a^iledgling.ec- onomic powerhouse. ''
Diplomats voiced surprise that the leftists,
y/hose influence had appeared to be shrinking
in recent years, should still pack enough of a
punch to merit such a . strongly worded and
open counterattack just before the key
Beidaihe ’ meeting. Xing was unequivocal
when' asked in the interview if one of China's
most pressing problems was a revival of
leftism.

“Yes, you can definitely say this,” Xing
said. “This is not our subjective speculation,
this is the way it is.” (R) .
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China suspends ties
with Sao Tome over
Taiwan

BEIJING. July 12 (Rtr)

CHINA has suspended diplomatic relations
with the state of Sao Tome and Principe
because the tiny African nation has set up
official ties with Beijing's arch-rival Taiwan,
the Xinhua news agency said today.

“China has decided to suspend its dip-
lomatic relations with Sao Tome and Principe
as of July 11 because the latter 'established
diplomatic ties’ with the Taiwan authorities,"
Xinhua said.

The acting charge d'affaires of the Chinese
embassy in Sao Tome and Principe Yang
Naiqian had made serious representations in
Sao Tome over the issue yesterday, the
agency said.

Sao Tome's ties with Taipei violated the
principles of its diplomatic relations with
Beijing, and the implementation of all
agreements between the two governments
would stop immediately, it said.

“Such an act has brought serious damage
to the foundation for friendly relations and
cooperation between the two countries,” it
quoted Yang as saying.

Taiwan said it was not surprised by rival
China's decision to suspend diplomatic ties
with Sao Tome and Principe.

“We are not surprised by the develop-
ment," foreign ministry African affairs chief
Timothy Yang told reporters, choosing his
words carefully so as not to further agitate
Beijing.
, “What concerns us most is our diplomatic
relations with Sao Tome. We will not
interfere with Sao Tome's ties with other
countries,” Yang said.

Taiwan sealed official links with Sao

I Tome and Principe in May when it set up an
embassy there over the fierce protests of
Beijing, which has seen Taiwan as a rebel
province not entitled to diplomatic ties since
the two split in 1949 after a civil war.

The suspension is Beijing's latest tight-
ening of diplomatic screws on Sao Tome
after it halted development projects in the
impoverished nation in May pending Sao
Tome's decision of whom it would recog-
nise.

Sao Tome, like many other developing
African and Caribbean states, has been part
of a fierce diplomatic tug-of-war between
Beijing and Taipei, with both sides making
use of soft loans and other aid to woo
potential allies to their sides.

Beijing had been building Sao Tome's first
national sports stadium and had several
residential and engineering projects in the
country, one of the world's poorest states.

Officials in Sao Tome earlier said the
African republic had received pledges of aid
from Taiwan totalling $30 million over the
next decade after deciding to formalise ties
with Taipei. .•

Taiwan's exiled Nationalist government is
recognised by only about 30 states, most of
the small, poor and heavily dependent on
Taipei's financial generosity. Taipei severed
ties with the Bahamas in May after learning
the Caribbean nation was preparing to secure
links with Beijing.

South Africa, Taiwan's biggest ally, has
said it will switch recognition to Beijing by .
the end of 1997.
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Bureaucratic corruption worsens ^
plight of China's rural poor

JIANG ZEMIN: Vows to end rural poverty

By CHARLES HUTZLER

L U Guangming plowed his rocky,
sloping patch of farmland by
hand and hoe only to sec the

muddy branch of the River Si swallow
most of it last summer.

For Lu, flooding is part of an annual
and seemingly futile struggle for survival
that leaves him ever poorer. His less than
half-acre plot - set in a gorge of gray
limestone mottled with green scrub in
southwestern China - cannot feed his
family of six even in the best years.

With two-thirds of his staple com crop
drowned last year, he worked on a road
gang to buy grain, got some from the state
and borrowed some from a friend, the
fourth or fifth person he owes.

"It never changes," Lu says, crouching
in his hut of woven reed walls and thatched
roof. His head of white hair rests near his
pulled-up legs, bony from 50 years of hard
labor and little food.

Lu is among China's poorest of the
poor, one of 58 million rural orphans of the
economic reforms that in 19 years have
successfully lifted nearly 200 million
others out of the most wretched poverty.

China's communist leaders, heirs of a
peasant revolution who now rule from
teeming, gleaming coastal cities, have
come to see the bedrock poor as a drag on
their legitimacy.

Communist Party General Secretary
Jiang Zemin in January renewed a crusade
to end rural China's worst poverty by 2000.
He ordered spending and loans be
increased to about $1 billion annual- ly.

Beijing's apparent political resolve and
money, however, may not be enough to

overcome the ram-
pant official corrup-
tion and indifference
that have worsened
the plight of the poor.

China defines its
poorest as those mak-
ing less than 530
yuan ($64) a year,
without enough food
or decent homes. Be-
yond that severe defi-
nition, 300 million
Chinese live on depri-
vation's brink, earn-
ing less than a dollar
a day, the World
Bank's international
poverty standard.

Most of China's
poor are minorities
pushed to dusty pla-
teaus, steep hillsides
and other remote are-
as by centuries of
Chinese migration
and conquest. Land is
scarce and sickly.

"Many people in
China live in areas where they should
not live. Those should be national parks;
they shouldn’t be for human habitation,"
says Pieter Bottelier, resident head of the
World Bank's operations in China.

In the worst villages, according to
bank experts, more than one of every 10
infants dies in the first year of life. Few
children go to school, their parents unable
to afford tuition. There are no roads and
little good drinking water. Medical care is
often dozens of kilometers away by foot.

For Lu, a member of the tiny Yao mi

nority, the nearest road is a two-hour walk
across the craggy, fissured limestone
outcroppings of Guangxi region's
Lingyun county, 150 kms north of the
Vietnam border. His family gets by on
two meals a day: the com, cassava and
potatoes they grow and wild grasses they
forage for.

His son had to quit secondary school
because the fees were too high and his
labor too crucial. His two daughters never
attended. The 12 yuan ($1.50) tuition was
too much.

Lu's life of poverty is the type the Chi- .
nese government wants to end. As part of its
anti-poverty efforts, a World Bank i program
targeting southwestern China's j mainly
minority farmers will enter j Leaky hill
village later this year.

The $486 million project aims to tackle
poverty's causes and symptoms by
building roads, schools and medical clin-
ics, giving small loans to formers and
helping them find jobs off the farm.

In less than two years, health clinics have
been built in 900 villages, 407 kms of roads
laid, and 70,500 people given off-farm jobs.

"The very poorest sectors of society are
where they were 20 years ago," says Alan
Piazza, the crusading World Bank officer
overseeing the project.

Piazza has had to battle corrupt local
officials and hidebound bureaucrats who
prefer building high-profile factories rather
than clinics and schools.

Already, the project has built a clinic a
half-hour walk from Leaky hill. Lu hopes for
a World Bank loan to buy a cow and some
goats.

Halfway across the county, in Long-
feng village, the project helped Hou
Guiyong and her crippled husband land a
$300 loan to buy 13 goats last year. Now
numbering 26, the goat herd has been
used as collateral to buy more grain and
will eventually be sold, if all goes well, to
pay off chronic debts and the loan.

"This place isn't beautiful. It's too
poor," Hou says, looking at her mud-
floored home of wood planks. "Come
back in a few years. Well have more goats
and the house will be fixed up." (AP)
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Russians in Far
/ By GARETH JONES

J A monument to the fighters for Soviet power in the
ZJL Far East Towers proudly above the harbor in Vladi-

ƴ L JLvostok, guarding the eastern approaches to what is still
the world’s largest nation.

But Soviet power collapsed more than five years ago and
the people of Russia’s Far East, dogged by economic woes
and a feeling that distant Moscow does not* care, are looking
nervously at their neighbors and wondering what the future
holds.

Vladivostok, which means “ruler of the east” in Russian,
lies close to the Chinese and North Korean borders and is only
an hour’s flight from Japan. Moscow is seven time zones to
the west and 7,500 km away.

“Moscow is so far away. When we go there it feels like
we’re landing on another planet,” said Natalya Vstovskaya,
spokeswoman for regional governor Yevgeny Nazdatenko.

Things can look very different from the other end of Rus-
sia, as demonstrated last month by the local reaction to a
border agreement between Russia and China.

Politicians in the Primorsky Krai region - of which Vladi-
vostok is the capital - urged Moscow to halt its plans to hand
over a sliver of land to Beijing under a border demarcation
deal signed back in 1991.
. They also called for a referendum on the plan, which will
give China limited access to the Sea of Japan.

Opponents of the deal, led by Nazdratenko, claim that it

East apprehensive
wil l fatally undermine Vladivostok’s position as the major
port and transport and telecommunications hub of the rc-
gion.

“The transfer of even a small piece of land to China sends
a signal that Russia is terminally enfeebled,” said a pamphlet
entitled “why we should not give up our land” published this
year by a group of local experts wi th Nazclratcnko’s
blessing.

The border dispute reveals a deeper local uncase about
Beijing’s growing economic and political clout that contrasts
sharply with Moscow’s enthusiastic hosting of Chinese
President Jiang Zemin last month.

Vladivostok was built in the last century largely by Chi-
nese and Korean laborers on land imperial China regarded as
its own.

“Maps arc still used in Chinese schools that show large
swatches of the Russian Far East marked as territory illegal-
ly taken by tsarist'Russia,” said Viktor Larin, director of
Vladivostok’s Institute of History, Archaeology and Eth-
nography.
. “I am 100 percent certain that raising people on such ideas

is storing up all sorts of problems for the future,” said Larin,
a specialist on Chinese history who speaks Mandarin.

“Of course Russia needs good relations with China but it
was a mistake to make territorial concessions,” he said.

The demographic balance helps explain local reticence.
The vast Russian Far East region, blessed with natural re-
sources like oil, minerals and timber, has only about eight

about the future
million people. China is the world’s most populous nation.

Primorsky Krai has also suffered from an influx of Qii-
nese poachers, illegal workers and drug traffickers since
Russia opened its border in 1992.

“China is not a threat to the Russian Far East today but in
20 or 30 years it could pose one,” said Larin, “Not necessarily
a military threat but an economic or ecological one,
certainly.”

Opponents of the border demarcation deal are also con-
cerned that it sets a precedent for Russian concessions in other
territorial disputes.

Russia has still to fully normalize relations with Japan
because of a five-decade-long row over four windswept is-
lands in the Pacific seized by the Soviet army at the end of
World War II.

Tokyo claims the islands as its northern'territories and
Moscow’s refusal to return them has so far blocked a peace
treaty formally ending hostilities between the two neighbors.

Nevertheless, Russia is an important source of raw mate-
rials for resource-poor, densely populated Japan and th6 big
Japanese trading houses are very active m Primorsky Krai.

Signalling a slow thaw in official ties, a Japanese warship
visited Valdivostok last year for the first time since 1925 and
a Russian vessel is expected to make a reciprocal trip to
Japan. The Russian and Japanese defense ministers, recently
exchanged visits for the first time. (Reuter)
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China expo ends with u

$17.8m in deals signed
f

JEDDAH, Dec. 8 — The China Trade
Exhibition has concluded with $17.8 million
worth of deals being signed.

According to Wang Rui, an official with the
China Chamber of International Commerce and
a representative of the China Council for the
Promotion of International Trade which
organized the exhibition, the signed deals arc on
items such as color TV sets and washing
machines. Other deals struck include those for
mini-trucks, light industrial products, shoes,
textiles and garments.

Accounting for the success of the exhibition,
Rui said that Chinese TV sets\vere much
cheaper than those from Japan and

South Korea but made to similar standards. He
said that with the support of the Saudi agent,
they will have their share of the market in a very
short period.

Rui added that people were always impressed
by the lower prices of Chinese products.

He stressed that great efforts had been made
to change the image of Chinese products as
being only textiles, garments and light industrial
products.

About 65 Chinese companies and man-
ufacturers from 14 provinces took part in the
exhibition and displayed a variety of products
ranging from machinery to high- tech articles.

(A. H.)
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ina likely to accept
Delhi’s rule in Sikkim

| NEW DELHI, Dec. 16 (R) — China is |
moving toward conceding India’s annexa- | tion
of the Himalayan region of Sikkim, | disputed
by Beijing since New Delhi took it | over in
1975, Foreign Minister Indcr Kumar | Gujral
said today.
1 Gujral told Parliament he discussed Sik- |kim
with Chinese President Jiang Zemin |. during his
visit to India last month.
1 “The impression I got was that there was S a
move in China to accept India’s conten- tion on
Sikkim,” Gujral said, adding that he | hoped for
“some worthwhile result” when i{ officials met
at a later date. He did not | elaborate.
| Jiang’s visit to New Delhi was marked by | an
agreement to reduce troops and arms | along the
Himalayan border. The pact | flashed out an
agreement in principle signed | by former Prime
Minister P.V. Narasimha | Rao in Beijing in
1993.

Gujral said that when India and China
^discussed boundary issues, it was implied \
that Sikkim would belong to India once the ƴ
two sides put aside their longstanding quar- ; rcl
and agreed on a common border.

China claims large parts of Arunachal
Pradesh and Sikkim, both states in north-
eastern India. Chinese officials have in the
past said Beijing was ready to concede the
annexation of Sikkim to India, but no
agreement has been reached.

The border dispute led to a brief war be-
tween the two countries in 1962. Relations

thawed in 1988 when then Indian Prime
Minister Rajiv Gandhi visited Beijing.

The issue of the 4,500-kilometer (2,800-
mile) frontier is viewed as central to problems
between the two countries, home to one third
of the world’s population.

Sikkim is strategically vital to India as it
borders Tibet. It is hedged by Nepal in the west,
Tibet in the north and east, Bhutan in the
southeast and India’s eastern state of # West
Bengal in the south.

Sikkim was a British protectorate from
1886 until 1947 when India became in-
dependent Three years later it became an
indian protectorate.

Between 1973 and 1975, partly as a result
of uprisings, the ruler of the protectorate was
progressively deprived of his powers. It was
peacefully incorporated into India as a state in
1975 after its legislature voted to abolish the
monarchy and join the Indian union.

China claims some 90,000 square ki-
lometers (35,000 square miles) of Arunachal
Pradesh state.

India says Beijing occupies about 33,000
square kilometers (13,000 square miles) of
<the Aksai Chin region which it says is part
of Delhi’s Jammu and Kashmir state.

During the talks last month, both sides said
the agreement on confidence-building
measures in military areas along the line of
actual control could lead to troop and weapon
cutbacks.



/
CHINA'S AGED POPULATION INCREASING: One in four Chinese will be
aged 60 or over in a little more than 40 years' time as its 1.2 billion population "ages" faster :
than the rest of the world, Xinhua reported in Beijing on Friday. The dispatch quoted expertsƴ;
as saying that China's aged population would increase to 132 million by the end of 2000 and'
climb to 374 million by 2040 from 110 million in 1994. By 2040, 24.48 percent of the total
population would be sexagenarian, the official news agency quoted experts of the Chinesej
association of the elderly as saying. "The increasing scale of the aging population in China
is probably the largest in the world," the experts said. - AFP. V : •
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down on AMm;. . w C X f c
BEIJING (R) - China vowed on

Tuesday* to intensify a crackdown on ec-
onomic disorder in 1997, citing tax evasion,
financial irregularities, smuggling and
counterfeiting as some ills that cost the state
billions of dollars a.year.

"Basically, the situation of economic
disorder still has not changed. Some problems
are even considerably serious,” the official
People's Daily said in a commentary.

Chinese authorities uncovered tax,
auditing and pricing violations valued at 161
billion yuan ($19.4 billion) in the past 11
years, or an average of 14.6 billion yuan a
year, the commentary said.

“Increasing the intensity or regulating and
revamping economic order has be- , come an
important mission which brooks no delay,”
the mouthpiece of the ruling Communist Party
said.

“We cannot be soft when dealing a blow
to various economic crimes,” the commentary
said.

Tax evasion and smuggling were now rife,
springing up along with market- oriented
economic reforms introduced by a paramount
leader Deng Xiaoping in

the late 1970s.
State media said taxpayers had evaded

personal income tax worth an estimated 12
billion yuan since the tax was introduced in
1980.

Up to 60 percent of state-run or collective
firms in China evaded taxes, the media said.
It gave no figures.

“Many enterprises have two sets of
accounting books and fabricate financial
statements, budgets, sales and asset ap-
praisal,” the commentary said.

Chinese companies owed 35.7 billion yuan
in industrial and commercial taxes in the first
11 months of 1996, up 72.9 percent from the
year-ago period, Xinhua news agency said.

Beijing collected 563.9 billion yuan in
industrial and commercial taxes in the first 11
months of 1995.

Smuggling of goods, ranging from drugs
to stolen cars, was rampant in China’s
thriving and porous coastal areas and inland
border regions.

Chinese customs seized 5.6 billion yuan
worth of smuggled goods in the first six
months of 1996, latest figures showed. No
comparative figures were

available. ; • ’ •" -
Cheng Xiusheng, an economist with the

development research center under the
cabinet, said economic disorder was
inevitable as China abandoned central
planning and embraced market reforms.

The authorities have reined in galloping
inflation, allowing them to now turn their
attention to restoring economic order, Cheng
said. •

“It can be said that inflation is under
control... the next step is to revamp economic
order,” he told Reuters in atele- phone
interview.

The People’s Daily said financial'ir-
regularities, including financial institutions
paying exorbitant interest rates and extending
huge loans to loss-making state-owned
enterprises, have been “re-, peatedly banned
but do not stop.”

Counterfeiting and piracy were comr mon
and almost led to a trade war. between China
and the United States in February 1995 and
June this year. China! has declared war on
piracy and clamped down on manufacturers
of pirated compact discs.
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SHANGHAI, Dec. 2S (AFP)

THE People’s Bank of China (PBoC) has
issued new rules which will govern what
could turn out to be the most lucrative line of
business for foreign banks in China: the
ability to lend money in local currency.

•A copy of the regulations governing trial
local currency business for foreign banks
based in Shanghai’s Pudong economic area,
dated December 23, was obtained today.
Most foreign 'banks in Shanghai are now
based in the old part of the city, but would
have to move to Pudong to qualify for the
foreign currency business.

Foreign banks in China are now restricted
to doing business in foreign currency, which
severely limits their scope of business. There
was no indication of which banks might First
receiye permission to lend in local currency.*

According to the rules, approved foreign
financial institutions would be allowed to
take yuan deposits from for- eign-invested
enterprises and individuals only, and will be
able to lend or guarantee yuan loans to
foreign companies.

The interest rates governing such
transactions, however, have to. be in line
with those set by the central bank.

The rules stipulate that foreign financial
institutions will have to convert the
equivalent of 30 million yuan-{$3.6 million)
in foreign currency to begin doing yuan
business.

They will also be able to borrow shortterm
yuan from the central bank "if necessary” or
borrow local currency from the unified inter-
bank market, which is now restricted to local
banks, but under conditions yet to be set by
the central bank.

Foreign finance companies and joint
venture finance companies’ yuan business
will be restricted to accepting deposits of
more than one million yuan for at least six
months’ duration.

Foreign banks can do bill settlement in the
Chinese currency but, foreign finance
companies or joint venture finance com-
panies. Approved institutions will also be
allowed to invest in treasury and other bonds.
To qualify for a yuan trading permit, banks
must have operated in China for at least three
years and have been profitable for two
consecutive years be-

in yuan
fore making the application.

Bank branches must also have a foreign '
exchange loan balance averaging at least $150
million every month, while for joint-venture
banks and financial com- : panies, the figure
was. $100 million or j more than 50 percent of
their gross foreign exchange assets.

They also must keep reserves with the
PBoC’s branch in Shanghai, the amount of
which would be decided later.

Their yuan liabilities will not be allowed
to exceed 35 percent of their gross foreign
exchange debts in Shanghai..

They must also comply with the PBoC’s
accounting and financial management
practices and separate their yuan and hard
currency businesses.

A tax would be levied on foreign fi-
nancial institutions’ yuan transactions, but
the amount was not specified. The
regulation only said that profit after taxation
could be converted into hard currency and
repatriated.

The applications to do yuan business
must be approved first by the Shanghai
branch of the central bank before being
submitted to Beijing for final approval.



Russia, China
sign

MOSCOW, Dec. 27 (AFP)
CHINA and Russia signed a framework
agreement in Moscow today for the con-
struction of a nuclear power station in
China’s eastern province of Jiangsu, Russian
news agencies reported.

They said the signature came after a
meeting between Russian Prime Minister
Viktor Chernomyrdin and his visiting
Chinese counterpart, Li Peng.

The two premiers also decided to meet
twice a year in future in connection with a
joint governmental commission, such as
already exist between Russia and the United
States and between Russia and

power station deal
i France.
! The decision is aimed at "upgrading trade,
economic and technical cooperation” between
the two countries, whose "economies are
complementary", ! Li Peng said as quoted by
Interfax news I agency. The two. leaders' next
meeting ƴ will.be in Beijing.

Speaking of the planned nuclear power j
plant, Russian Nuclear Energy Minister I
Viktor Mikhailov said the Chinese side I had
asked the Russians not to disclose | the value
of the contract, but that con- | struction of such
a plant on average rep- 1 resents an amount of
$3 to $4 billion.

S A U J I G-A7M'Tfb !_&/ ri



9,000 China party
cadres ^ accused of
corruptionBEIJING, 24 Dec. (AFP) — Nearly

9,0 Chinese Communist Party cadres were
investigated for corruption in the first eleven
months of this year, the China News Service
(CNS) reported today.

Among the cadres suspected of bribery,
misappropriation of funds and patronage,'
2,387 were ’middle or high-ranking civil
servants, a rise of 10.9 percent over the same
period last year, the agency said.

Furthermore, 2,522 functionaries, be-
longing mostly to the police, the judiciary,
industrial and dommercial administrations
and tax authorities, were dismissed or re-
signed between July of last year and No-
vember this year, the China Daily reported.

Since 1993, more than 200,000 cases of
corruption have come before China's courts.

Last month, a suspended death sentence
was upheld by the supreme court on Zhou
Beifang — son of the former head of the steel
giant Shougang.

The sentence handed to Zhou — one of the
so-called "princelings" — attracted widespread
publicity as his father was a close friend of
China's patriarch, Deng Xiaoping. But the case
of former Beijing^. Communist Party figure
Chen Xitong,
' sacked in April 1995 for diverting $22 billion
of public funds, has led. to considerable .
skepticism over the government's ability to
quash corruption.

Chen, who is still under house arrest,
continues to benefit from political protection,
sources say. ' • \

"The investigation into Chen Xitong is
still under way, and the fate of that in-.'
•vestigation is in the hands of the central
party disciplinary committee," acting,Beijing
Mayor Jia Qinglin told journalists yesterday.

* • . ; ,
"It is inconceivable that there will be no

result," Jia said, while refusing to confirm
whether chen would face criminal charges
and a trial. ƴ '
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BBC denies being soft on
China

LONDON, Dec. 2 (R) — The British Broadcasting Corporation (BBC) denied yesterday that its
reporting of China is being influenced by its commercial interests.

A British Sunday newspaper, The Observer, said the BBC was anxious not to provoke Beijing as
it needed as many reporters as possible in the country in the runup to next year's handover of Hong
Kong. The Observer said the BBC's trade links with China were "currently at an all time high". The
corporation is negotiating to broadcast its World Television in China and has sold mulitmedia
packages and television programmes there."The suggestion is totally (also," said Bob Phillis, deputy
director general and chief executive of BBC Worldw ide, and Tony Hall, chief executive of BBC
News, in a statement.

"It is simply untrue to suggest that there has been, or ever would be, pressure placed on BBC
journalists to distort or soft-pedal stories in order to cater for BBC commercial interests. "The BBC?
prizes its international reputation for the accuracy, independence and integrity of its news service far
too highly."

8 3 /'*ƴ/?ƴ 6



/ China calls for nuclear-free South Asia
ISLAMABAD, Dec. 2 (AP) — Warning that

instability in South Asia is a threat to the entire
region, China’s President Jiang Zemin pressed
today for declaring South Asia a nuclear-free
zone.

“China will support the proposal and initiative
for the establishment of South Asia nuclear-free
zone and an Indian Ocean zone of peace,” Jiang
said in a speech to the Pakistan Senate or upper
house of parliament. Jiang, who is in Pakistan on
a four-day visit, outlined China’s policy on
South Asia during his 20-minute address.

Originally Jiang was to address a joint sitting
of parliament, but last Nov. 5 Pakistan President
Farooq Leghari dissolved the more powerful,
lawmaking lower house of parliament, led by
Prime Minister Benazir Bhutto.

Jiang said Pakistan and China have been
friends for 45 years because neither country

has interfered in the other’s internal affairs.
Pakistan refuses to recognize Taiwan, does not
sympathize with Tibet and has never criticized
China’s human rights record.

In return, China has been a key trading
partner of Pakistan’s and has been generous in
sharing technology with Islamabad.

The United States has accused China of
sharing nuclear technology and has threatened
sanctions twice in the past two years. Last year
Washington accused China" of selling Pakistan
M-11 missiles, capable of carrying a nuclear
warhead and upsetting the military balance in
the region.

The U.S. administration also threatened
China with sanctions over the alleged sale of
ring magnets, used in the construction of a
nuclear bomb. ,

Both China and Pakistan have denied the
exchange of either nuclear equipment or
technology.

Because both Pakistan and its often hostile
neighbor India are believed to be capable of
making a nuclear bomb, many defense analysts
believe South Asia is one of the most volatile
regions in the world. The two countries have
fought three ware since 1947, when the British
gave the Asian subcontinent its independence
and created Pakistan and India. “South Asia is an
important part of Asia... Without its stability and
development, there can be no peace and
prosperity in Asia as a whole,” Jiang said.

During his 20-minute speech Jiang also called
for greater intra-Asia trade links, although he
didn’t offer any specifics.

Since his arrival yesterday, Jiang and his
Pakistan counteipart have signed seven different
agreements, all trade related.

A Chinese spokesman however said no
military agreements will be signed during the
visit.
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f7Jiang moves to retain power after Deng
By Benjamin Kang-lim , sa'^\ * *IC. Part,ys political hcavy-

' * '•-'"’>vcights will be jockeying lor positionBeijing

C
HINA'S Communist Party
leader Jiang Zemin appears to
be making all the right moves

to shore up his position to retain power
after the death of paramount leader
Deng Xiaoping, diplomats and an-
alysts said on Friday.

Jiang has declared war on corruption,
crime and poverty — scourges that have
plagued China for centuries and led to the
downfall of many a dynasty.

In his latest move, he used the party’s
four-day, annual closed-door plenum that
ended in Beijing on Thursday to resurrect
ideological puritanism — spiritual civilization
— which has been eroded by nearly two
decades of economic reforms. Whether Jiang
would be able to stave off challenges from ri- .
vals in the party and cling to power in the post-
Deng era hinged in part on the crucial 15th
party congress to be held in late 1997,
diplomats and analysts

jL/iWtfweigl _ .
____ 'ftn the run-up to next year's congress, a

five-yearly opportunity for reshuffles in the
party's powerful Politburo and its yet more
influential Standing Committee.

Chinese sources say the Communist Party
is debating a plan to revive the post of
chairman and to create one or two vice
chairman positions — one of which could be
given to premier Li Peng, a loose ally of
Jiang whose term ends in 1998. Li is required
by the constitution to step down as premier in
1998 after serving two six-year terms and is
keen to find another job to remain in the top
echelons of power.

Armed with the weapon of spiritual
civilization — Communist jargon for toeing
the party line — Jiang is battling to avoid the
fate of his two predecessors, analysts said.

Hu Yaobang and Zhao 'Ziyang were
sacked from the party's general secretary post
in 1987 and 1989 respectively because their
“grip on ma

terial civilization was tight but their grip on
spiritual civilization was loose”, one Chinese
analyst said.

"They did not pay enough attention to
ensuring that the party's position could not
be challenged.... That was what brought
them down,” an Asian diplomat said of Hu
and zhao.

A plenum communiqud attested to Jiang's
worries. “From the start to the end, we
should be resolute on tightening the grip on
both,” the plenum communique said. “At no
time can we sacrifice spiritual values in the
name of momentary economic
development.”

The spiritual civilization campaign aims
to create a Communist utopia — stamp out
superstition, tighten the party's grip on
media, instill politically correct values and
create heroes and model workers whose
orthodox Marxist behavior the populace at
large should strive to emulate.

It is hardly rousing stuff. But Jiang may
be desperate.

Analysts said Jiang remained over-
shadowed by Deng, architect of the

market-oriented economic reforms
and still influential even without an
official post and despite increasingly
fragile health.

“In the midst of his great triumph,
Jiang Zemin if he is all that pow-
erful,...there is no need for him to go
out of his way to mention Deng
Xiaoping,” a Western diplomat said
referring to the communique that tips
its hat to Deng.

“Jiang Zemin...is still in consolida-
tion mode...in the process of selling
himself,” he said. “The jury is still
out.” Jiang is eager to consolidate his
power base even after amassing the
three most important positions in Chi-
na — general secretary of the Com-
munist Party, state president and
chairman of party's powerful Central
Mmilitary Commission. Many dip-
lomats see Jiang as a transitional
figure after the death of Deng, which
is widely expected to trigger a
scramble for power among those
eager to succeed him as the de facto
emperor of the world's most populous
nation. (R)
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many iiiuvcs IU streriginen position
By BENJAMIN KANG LIM

» Z A V 9 6

C

HINA'S Communist Party leader Jiang Zemin ap-
pears to be making all the right moves to shore up
his position to retain power after the death of para-
mount leader Deng Xiaoping, diplomats and ana-

lysts said on Friday.
Jiang has declared war on corruption, crime and poverty -

scourges that have plagued China for centuries and led to the
downfall of many a dynasty.

In his latest move, he used the party’s four-day, annual
closed-door plenum that ended in Beijing on Thursday to res-
urrect ideological puritanism - spiritual civilization - which has
been eroded by nearly two decades of economic reforms.

Whether Jiang would be able to stave off challenges from
rivals in the party and cling to power in the post-Deng era
hinged in part on the crucial ISth party congress to be held in
late 1997, diplomats and analysts said.

The party’s political heavyweights will be jockeying for po-
sition in the run-up to next year’s congress, a five-yearly op-
portunity for reshuffles in the party’s powerful politburo and its
yet more influential standing committee.

Chinese sources say the Communist Party is debating a plan
to revive the post of chairman and to create one or two vice
chairman positions - one of which could be given to premier Li
Peng, a loose ally of Jiang whose term ends in 1998.

Li is required by the constitution to step down as premier in
1998 after serving two six-year terms and is keen to find an-
other job to remain in the top echelons of power.

Armed with the weapon of spiritual civilization - Commu-
nist Jargon for toeing the party line - Jiang is battling to avoid
the fate of his two predecessors, analysts said.

Hu Yaobang and Zhao Ziyang were sacked from the party’s
general secretary post in 1987 and 1989 respectively because
their “grip on material civilization was tight but their grip on JIANG: Consolidates power DENG: Still respected

\ r'L- /'« / &

spiritual civilization was loose,” one Chinese analyst said.
"They did not pay enough attention to ensuring that the par-

ty’s position could not be challenged... that was what brought
them down,” an Asian diplomat said of Hu and Zhao.

A plenum communique attested to Jiang's worries. “From
the start to the end, we should be resolute on tightening the
grip on both,” the plenum communique said.

“At no time can we sacrifice spiritual values in the name of
momentary economic development,” the communique said.

The spiritual civilization campaign aims to create a commu-
nist utopia - stamp out superstition, tighten the party’s grip on
media, instill politically correct values and create heroes and
model workers whose orthodox Marxist behavior the populace
at large should strive to emulate.

It is hardly rousing stuff. But Jiang may be desperate.
Analysts said Jiang remained overshadowed by Deng,

architect of the market-oriented economic reforms and still
influential even without an official post and despite
increasingly fragile health.

“In the midst of his great triumph, Jiang Zemin if he is all
that powerful... there is no need for him to go out of his way to
mention Deng Xiaoping,” a western diplomat said referring to
the communique that tips its hat to Deng.

“Jiang Zemin... is still in consolidation mode... in the pro-
cess of selling himself,” he said. “The jury is still out.”

Jiang is eager to consolidate his power base even after
amassing the three most important positions in China - general
secretary of the Communist Party, state president and chair-
man of party’s powerful Central Military Commission.

Many diplomats see Jiang as a transitional figure after the
death of Deng, which is widely expected to trigger a scramble
for power among those eager to succeed him as the de facto
emperor of the world’s most populous nation. (R)
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China to launch new
defense programs

BEIJING, Oct. 7 (AFP) — China is ac-
celerating its defense program and plans to
launch 20 satellites and develop new advanced
weaponry by the turn of the century, Xinhua
reported today.

According to a Xinhua source who attended
a top-level symposium held by the commission
of science, technology and industry for national
defense, China will also launch more than 1,000
experiments related to national defense by the
end of the century.

Although China claims that it will only
spend $8.4 billion on defense this year, the
London-based International Institute of Strategic
Studies estimates 1994 military expenses were
$28 billion.

The World Bank has an even higher estimate
of between $37 and $52 billion a year between
1990 and 1995.

However, China's satellite launches have
been plagued with a series of disasters cul-
minating in the explosion of a malfunctioning
rocket shortly after lift off on Feb. 15. The state
of the army's weaponry also came into question
during China's war games against Taiwan in
March, when bad weather basically closed down
the entire operation.

Meanwhile, diplomats and analysts said that
maintaining the Communist Party's absolute grip
on power will be the only major issue discussed
at the highly- secretive party plenum which
opened today in Beijing. "In this plenum,
internal politics are more or less united on
economic growth as the only way forward. The
only outstanding issue is maintaining the party's
grip on power," said a well-placed Chinese
academic in the capital.
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[/China hails soft landing of economy^
though World Bank expresses doubt

BEIJING. Oct 6 (Rtr) . .
CHINA’S economy has landed softly after belt-
tightening to dampen soaring inflation but details
of a World Bank report today indicate the credit
squeeze may have slowed the economy far faster
than officials will admit.

China’s economic growth was running at just
seven percent in the late summer months
compared with an official figure of 9.8 percent
for the first half, Hong Kong’s South China
Morning Post today quoted the World Bank as
saying.

Economic analysts have warned for several
months that China’s growth may be lower than
official figures show, citing a sharp slowdown in
investment in fixed assets as well as a poor
export performance in the middle of the year.

However, an official report by the Chinese
Academy of Social Sciences and the State
Statistics Bureau today said China expected gross
domestic product (GDP) to grow by about 10
percent in 1996, rising to 10.3 percent in 1997.

China’s GDP grew by 10.2 percent in 1995
and Beijing has set an official minimum growth
target of eight percent for 1996.

The World Bank report quoted in the South
China Morning Post said the situation in
China’s lumbering state sector gave serious
cause for alarm. About 17 percent of GDP was
now created by products from state-owned
factories which could generally not be sold —
more than double the figure quoted by the
World Bank last year and demonstrating a rapid
deterioration, it said.

The World Bank cited high unemployment,
of about 10 percent in urban areas, and even as
high as 30 percent in some cities, compared
with an official figure of 3.8 percent
nationwide.

Economic tsar Zhu Rongji said last month
that China’s economic development had
maintained steady growth in the first eight
months, with the economy displaying its best
performance since the credit squeeze was
imposed in 1993.

Chinese officials may be reluctant to reveal a
slowdown that could open the door to criticism
when a power struggle is under way as
paramount leader Deng Xiaoping fades from
the scene and with a crucial Communist Party
congress due late next year.

“The Chinese economy has basically
achieved a ‘soft landing’ thanks to a tight
monetary policy adopted since the second half
of 1993,” the Economic Information Daily
today quoted the State Statistics Bureau report
as saying.

Inflation would drop to about seven percent
in 1996, falling to 6.7 percent in 1997, it said.
Inflation was 14.8 percent in 1995, with an
official target of 10 percent set for this year.

Fixed asset investment would climb to 2.35
trillion yuan ($283 billion) in 1996, a ' rise in real
terms of 10.7 percent compared with last year, the
report said.

Economists have warned the rate is too low
to ensure economic growth of nine percent and
recommended 12 percent
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Ties with Russia,
China:; V challenge for
ClintonWASHINGTON (AFP) - China and
Russia are shaping up as serious chal-
lenges to President Bill Clinton as he
heads into a second term that aides hope
will produce the greatest diplomatic
achievements of the post-Cold War era.

But Clinton, eager to leave his mark on
history, will also find a string of pressing
issues awaiting him upon his return to the
White House, including the fate of US
troops in Bosnia, Israeli- Palestihian
peace accords and Iraq.

And the re-election of an opposition-
ruled Congress, determined to keep the
Democratic president in the line of fire, is
expected to mount roadblocks in the way
of Clinton's desire to be an accomplished
statesman.

Presidential aides say they expect
Clinton to carve out a greater role for
himself in foreign affairs during the sec-
ond term, contrary to his first term, when
fixing the US economy was the priority.

In his'acceptance speech Wednesday,
Clinton said "we must keep America the
world's indispensable nation - finishing
the unfinished business of the Cold War,
meeting the new threats to our security
through terrorism and the proliferation of
dangerous weapons, and seizing these
extraordinary opportunities to extend our
values of peace and democracy and
prosperity."

.Clinton aides say the president has
learned much over the past four years as
he tackled the war in Bosnia, the nuclear
threat from North Korea and the demo-
cratic transition in Haiti.

In the final weeks of his re-election

campaign, Clinton laid out a plan for en-
larging the North Atlantic Treaty Organ-
ization in 1999 to include countries that --
were formerly in Moscow's orbit.

NATO enlargement, the most ambi- 1

tious proposal for strengthening Europe-
an security since the Marshall Plan, has \
been, steadfastly opposed by Russia,
which has warned such a move could re-
start the Cold War.

An all-out diplomatic effort is expect-
ed to be unleashed to persuade Moscow
that NATO enlargement is not a threat
and that Russia should sign a charter of
cooperation with NATO next year.

Concerning China, Clinton has vowed ’
to seek improved relations following
last year's diplomatic crisis over the de-
cision to grant a visa to Taiwan's Presi-
dent Lee Teng-hui to visit the United
States.

The decision was seen by China as an
attempt by the United States to elevate
its relationship with Taiwan, which cur-
rently is limited to trade and cultural
contacts.
Beijing considers the island to be a g
renegade province and established rela- *
tions with the United States in 1979
with the understanding that it was the
sole legitimate government for China.

Secretary of State Warren Christopher
is scheduled to make a key visit to Beij-
ing* next week to prepare regular sum-
mits with the Chinese leadership.

A summit between Clinton and his
Chinese counterpart Jiang Zemin may
be announced after Christopher's visit
November 18 to 21, a senior State De-
partment official said Tuesday.
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China's water project to tame Yellow River
By SCOTT HILUS

W
HAT do you do with a river
that rises 10 cm (four inches)
a year and already looms peri-

. lously over cities that sit under the shad-
ow of the dikes that hold it in?

China believes the answer, at least for
now, is its multi-billion dollar Xiaolang-
di dam project, in the central province of
Henan.

Through the centuries, deposits of silt
have raised the bed of the Yellow River
, so high that its waters now look down
j upon many cities and towns along its
banks.

“In the past, hundreds of years the
dikes have been raised many times so
that the river is higher than the surround-
ing area in many places,” said Wang
Xianru, deputy director of the Yellow
River Water and Hydropower Develop-
ment Corp.

Beijing spends $1.2 billion each dec-
! ade on shoring up the banks to keep at
j bay the threat that could claim tens of
millions of lives should the river burst
its dikes.

Some . 4,000 villages were wiped out
and untold millions of peasants drowned
in 1938 when nationalist leader Chiang
| Kai-Shek ordered the dikes blown up to
try to halt advancing Japanese invaders.

At the core of the $4.17 billion project near
Henan's capital Zhengzhou is a 154-meter
(500-ft) rock and earth-filled dam laced with
a complex web of 16 tunnels that also thread
through the river's left bank.

The tunnels arc intended to regulate
the river's huge silt load and erratic wa-
ter flow.

“Electricity generation is only a lesser
priority of the Xiaolangdi project, with flood
control being first,” said Wang, whose
company is in charge of the project.

Engineers spent 30 years designing the
dam, which will be the largest of its kind in
China. It is far more intricate than its much
bigger, more expensive and highly publicized
cousin at the three Gorges on the Yangtze
River.

“The project has several characteristics,
one of which is its complexity,” Wang said,
gesturing to the 14.5-meterwide (47-ft)
tunnels that burrow more than one km (3,300
ft) through a hill on the left bank of the river.

“The rock conditions here are not very
good, so it is very difficult to proceed with
the job,” he said.

A vast 12.5 billion-cubic-meter (441
billion-cubic-ft) reservoir behind the dam is
to serve as a catch basin for silt and will be
capable of holding 7.5 billion cubic meters
(265 billion cubic ft) of sediment before it
finally fills up after about 30 years.

Wang said he hoped the temporary halt in
the flow of silt would buy time to come up
with a more permanent solution. “At that
time, our children will think of something to
do.” he said.

The reservoir would also allow dam
operators to regulate the Yellow River's
notoriously fitfal flow, which fluctuated
between a dawdling 1,500 cubic meters

(53 cubic ft) per second and a raging 16,000
cubic meters (565,000 cubit ft) per second,
Wang said. ... - —

Although water levels are now at record
lows, the river has claimed tens of millions of
lives over the centuries, earning it the moniker
“China's sorrow.”

The World Bank is helping to bankroll
Xiaolangdi because the project was deemed
too risky to attract private investment, said
Pieter Bottelier, chief of the World Bank's
China mission.

The project would use more than $1,109
billion in foreign funds, with $1 billion of that
coming from a World Bank loan and the
remainder from foreign commercial credits,
Wang said.

Six 300-megawatt generators would go on
line between 1999 and 2001 to help slake
central China's growing demand for energy,
said Wang.

Wang's company has already signed a
$55.8 million contract with German firm J.M.
Voith AG for the turbines and will issue
tenders in October for more than $44 million
worth of auxiliary equipment such as a
computers control system.

Another $110 million will go towards
resettling more than 200,000 people whose
homes will be flooded when the river is
blocked on October 31 this year, one month
before the Yangtze is diverted for the Three
Gorges Dam.

The World Bank's Bottelier said irrigation
fees collected from villages and cities
downstream would pay back 70 percent of the
project cost although government water
pricing would have to be changed.- (Reuter)
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^Can China guarantee HK's
STEVEN MUFSON

T
HE end of Britain's reign over
Hong Kong will erase the last
symbol of China's humiliation at

the hands of Western powers a century
and a half ago. However, the July 1 re-
turn of this city to Chinese control will
force Beijing leaders to choose between
two conflicting goals.

On the one hand, China's leaders arc ea-
ger to demonstrate that Beijing can run a
modem, sophisticated city, and that Hong
Kong can remain as stable and prosperous
under Chinese administration as it has
been under British rule. To achieve that
would require a hands-off approach, let-
ting Hong Kong be Hong Kong.

On the other hand, China is eager to
assert its authority over a territory whose

the party around him and could provide
fodder for his political foes.

Deng bequeathed this dilemma to the
Chinese leadership. When he struck a deal
in December 1984 with thcn-British
Prime Minister Margaret Thatcher for the
return of Hong Kong, he promised to
maintain a system of "one country, two
systems," to preserve Hong Kong's capi-
talist system and adhere to a mutually
agreed Basic Law for at least 50 years.

It was a formula he called "a product of
djalectical Marxism. and historical
materialism." Thatcher called it an
"ingenious idea." But Deng never spelled
out how China would exercise its
authority in the territory.

How the two systems would co-exist
was not any clearer after a speech by
Foreign Minister Qian Qichen was

open expression and rpcent.,experjjpej^,.,, reccntly i° the Chinese
with democracy couldspqrkpopuku^dq-^Corqmunist Party mouthpiece, /Ho-
llands'for political liberalization in the,.
ƴest of China. In doing so, China might
lave to take a more heavy-handed ap-
>roach that could alter the very nature of
tiis unusual enclave on the southern tip f
the mainland.
How China reconciles these two con-
icting goals carries huge stakes, not lly
for Hong Kong, but for all of China id its
leadership, particularly Jiang Ze- in, the
president and Communist Party ief, who
will preside at the transfer remony and
make a maj'or speech. . ƴ n less than
three’ months, Jjang will e a Communist
Party congress - the it since 1992 - where
he hopes to con- date his leadership
position follow- the death of his mentor,
the late su- ne ' leader ~ Deng . Xiaoping.
Any >Iems that come up in Hong Kong i
d make it trickier for Jiang to rally |

'.vthe central government's policies
will not infringe upon the interests of
Hong Kong," Qian said. "We also hope
things will not emerge in Hong Kong
that will infringe upon Hong Kong's in-
terests or the national interest."

The reasons for a hands-off policy to-
ward Hong Kong are simple. This city
of 6.3 million people has provided more
than half of the foreign investment in
China. With tremendous pressure to
create more than 130 million jobs during
the current five-year plan, China's lead-
ers can ill afford to kill the Hong Kong
goose and lose its golden eggs.

"As China continues to reform, to
build its economy and construct a mod-
em society, Hong Kong will serve a key

o.

role in bridging us with the world market,"
Qian said. "Therefore the sustained
prosperity of Hong Kong is in the interest
of China."

But while Beijing's leaders want to
welcome Hong Kong back into the fold,
they also want to keep it a city apart. And
those reasons are linked to the nature of
Chinese politics and dominance of the
Communist Party.

China is worried about the possible
spread of Hong Kong's nascent democracy,
feisty newspapers and often sharp criticism
of Chinese leaders - all considered normal
here but impermissible on most parts of the
mainland.

Normally, in China those who question
the Communist Party's monopoly on power
land in jail. And while US politicians
regard public debate as a sign of de-
mocracy's strength, Chinese leaders treat
public debate as a sign of weakness. :.

Chinese leaders have . promised „to.
stick to their pledge to. protect free speech
here. On the other hand, they have warned
that they won't let Hong Kong be a base for
"subversion."

In his speech Qian urged Hong Kong
democrats to stop criticizing Beijing. "We
do not ask them to approve of China's
socialist system," Qian said. "We only ask
them to love the motherland, (and) to love
Hong Kong."

It remains to be seen whether China
will tolerate the degree of freedom to which
Hong Kong has become accustomed. How
will the change affect, for instance, sales
and promotion of a book of the prison
letters of Chinese dissident- Wei Jingsheng,
currently serving a 14- year sentence in a
Chinese jail?

Jiang's handpicked chief executiv
Hong Kong, shipping magnate ' Chee-
hwa, has set forth laws to roll recent
British. initiatives and im tighter limits
on civil liberties..; ;

The laws, which the1 new Beij
picked provisional legislature will a in
the wee hours of the first day of < nese
rule, .are seen as an effort to i sure
China that Tung is prepared to 1 the
extent o£ dissent and prevent Kong's:

relatively open * system f spreading
over the border, ‘ •:’*'**

But keeping a political wall aro
Hong Kong will not be easy. H Kong's
influence on China could tx great as
China's on Hong Kong.

In Guangdong province most pec
can watch Hong Kong television, incl
ing reports of people's. taking to streets,
debating in the legislature; cc plaining
openly, aty}ut] schools or crifu ing
Chines?, le^d^js. I Those Gpangdc
residents are like Jyjtq wonder: If peo
in Hong Kong can have these freedpi
why not us? . - . r .

Guangdong people will not be only
ones closely watching devel< ments in
Hong Kong. Problems h could wreck
Jiang's efforts to persiS Taiwan to
return to the Chines?, fold i der a "one-
country, two-systems” f mula similar to
the one being used he

That in turn could undermine Jian
authority and create an opening for C
nese military leaders who favor a m<
aggressive, military option for winni
back Taiwan, a self-governing ish that
China regards as a renegade pr< ince.
(Washington Post) . :
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