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By CHRISTGPHER 5. WREN

Special :];n:e New York Timee

PEKING, Oc¢t. 13— China’s plans to-
- double its energy output by the end of

the century tg sustain its moderniza-
tion drive provide the most substan-
tial potential lhere yet for American

buBiness.

Ventures in oil, coal and hydro-
power are m
ment into a new phase that could pro-
vide a substantial base not just for
bilateral tracf' . but also for the
broader Ch;n?iﬂ-American relation-
ship, which has been buffeted by dis-
agreements over the status of Taiwan.

While Peking has shified politically
toward a pusition of equidistance be-
tween Washington and Moscow, it
continues to lock to the United States
for technology that the Saviet Union
dees not have. Last year, China's
trade with the Tnited States ran $5.5
billion, about |25 times larzer than

China’s trade with the Soviet Union.
“There will be a big takeo!f in Sino-
U.S. economi¢ and trade relations

until the end 'of the century,” pre-

Coal 440.2 443.8 461.5 532.;
ol 1515  143.0 1359  150.2
Hydropower 24.0 27.9 32.0 41 b
Gas 19.0 16.0 17.3 18.6
Total 6347  630.6 846.6 7425
S;:urce: American Chambar of CcmmsrceJ Hong Kong

ing American invest. -

United intermatonai

A 1978 picture of Paaﬁng Coal Mines in Sichuan Province, one o the richest

mining areas in China.

dicted Eugene XK. Lawson, Deputy
Assistant Secretary of Commerce for
East Asia and the Pacific, after recent
meetings here with Chinese officials.
“It’s long-term and big bucks. It will
supply the cerment and glue of the rela-
tionskip.”

insutiicient energy has hampered
China’s industriahzation. Factories
operated at only 70 percent 1o 30 per-
cent of capacity in 1980 for lack of
power. Energy has also been wasted
or lost in ineificient furnaces. Recent
conservation measures have trimmed
national consumption slightly, saving
910,000 tons of coal in the first énght
months of this year.

**Energy shortage and the strain on

transport are major chec!Js on Chuna’s
economic development at present.”
said Clina’s party chief, Hu Yaobang,
ina major report to the 12th party con.
gress last month. “Growth in energy
has siowed somewhat in the past few -
years, while waste remains extremely
sericus.”

Mr. Hu called for “necessary capi-
tal construction projects’ in energy
and other fields tc help China achieve
its goal of quadrupling its gross do-
mestic product by 2000,

A deputy minister of the state plan-
ning comirmissicn, Fang| Weizhong,
said in an interview last month that

Continued on Page D17




China Energy: €hance for U.S-

Continued From First Busizess Page
China planned to double its energy
output by 2000. He mentioned prepara-
tions under way to expand coal mines,
. step up oil exploration and deveiop la-
tent hydropower in the upper reaches
and tributaries of the Yellow, Yangtze
and Hongshui rivers.
" The Workers Daily has reported
that China’s power industry met its
third-quarter target, producing 239
billion kilowatt-hours this year by
Sept. 28, desgpite a shortage of fuel.
But Li E’ding, a chief engineer for the
Ministry of Water Conservancy and
Power, teld a conference last month
‘that the cutput of electricity must in-
crease by more than 10 billion kilo-
watts a year; the current rise is only 2
billion.

Three majer areas cf energy devel-
opment have attracted significant
American interest.

OIL. Alshcdugh China is ranxed
about seventh in woridwide cil output,
onshore producticn has stagnated at
just over 100 million tons a vear, down
from a peak of 106 million in 1979.
Water flooding is now used in 93 per-
cent of China’s onshore wells to main-
tain pressure.

The biggest, potential reservoirs lie
along the continental shelf, especially
in the southern Yellow Sea and the
South China Sea. Paul Ravesies,
president of Atlantic Richfield’s inter-
national oil and gas company, has de-
scribed it as “tie longest unexplored
virgin coastlirte in the world.”

Last month, Arco became the first
American oil company to be awarded
drilling rights in Chinese waters, in a
joint venture with Santa Fe laterna-
tional. Another 16 American oil con-
cerns are ampng the 33 companies
that have submitted 102 proposals to
drili offshore. The companies have al-

ready invested about 3200 million in

THE NEW YOQRK TIMES, Thursday, Octobepr.l4,

" seismic surveys. .

“Offshore oil is the cutting edgs of
Sino-U.S. reiations for the rest of this
century,” Mr., Lawson of the Com-
merce Department said. ‘*Any time
oilmen put .iron in the water, they’re
talking about a long-term operation.’’

Chinese geologists are also embark-
ing on a survey of potential oil-bearing
basins in western China, which could
provide much of the country’s onshore
oil, according to Huang Jiging, presi-
dent of China’s geological society.

COAL. China has the werld’s third.
largest coal reserves, after the United
States and the Soviet Union. Coal ac-
counts for more than half of the fuel
for the country’s power plants, and
this proportion is growing as China di-
verts mor= petroleum for export.

To achieve its target of doubling
coal output, now 620 miliion tons a
year, the Ministry of Coal plans to set
up major mining centers with power
plants nearby, while encouraging
energy-short areas to develop smali
coal mines.

Last March, the Occidental Petro-
leum Corporation won the right to un-
dertake a feasibility study of a vast
open-pit coal mine at Pingsuo in
Shanxi Province. The mine, poten.
tially the largest in the world, would
produce 15 miilion tons of coal a year
in its first phase, eventually tripling
that amount. Occidental expects to be
awarded the contract for the mine,
whose profits could reach $500 million
annually.

China’s total coal reserves are be-
lieved to exxceed 600 billion tons. Some
coal from Pingsuo would be exported
to Japan for hard currency. -

HYDROPOWER. China has the
largest untapped water power in the
world. Lost month, Mr. Lawson
signed a protocol with China that

would invclve American specialists in -
the development of hydropower in the

N
|
|
|

Tlanshengiao Basin | of southermn
China. |
The United States has given China a
$400,000 grant to hire an Agerican en-
gineering concern to carry out a feasi-
bility study for two major dams, 190
feet high and 590 feet hi%h. respective.
\ ly, that could produce 2|8 mi!lion kilo-
watts. They are amongi10 dams to be
built along the Hongshui in the Guan-
gxi Autonomous Region
The two dams, which‘ would be far
upstream in the rocky gorges of the
Hongshui, would cest abeut $1.6 bil-
lion. The cost of the eéntire preject
could run $7 billien. China is talking to
the World Bank about mz;or loans.

Mr. Lawson said the United States
would enjoy a techno!ogical edge over
oter countries in suppiying products
and expertise in all three energy
fields. Such major projects couid also
offer a market for other Ammerican ex-
ports like earthmoving equipment.

Mr. Lawson observed that China en-
joyed an overall trade surplus of
nearly $4 billion last year. “The Chi-
nese can pay for anything they put
their mind to pay for.”| he said. “It
just so happens that in these three
areas, we have the best technology.”

The Government also wants 1o de-
velop nuclear power. Construction is
starting near Shanghai on a 600,000-
kilowatt nuclear power station. China
plans to build a much larger nuclear
facility in southeastern, Guangdong
Province, with a capacity of 1.8 mil-
lion kilowatts.

Negotiations on an agreement that
would let China buv advanced Ameri-

' €an nuclear technology arge stalled be-
cause Washington suspects that Pe-
king is providing nuclear assistance to
Pakistan and other countries believed
to be developing atomic weapons.
China has refused to sign the nuclear
nonproliferaticn treaty. |
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WASHINGTON, June 1 — The Rea-
Suh Administration saic ioday that it
z‘dq beg'un talks with China on the possi-
uzlﬂry 01 an agreement on nuclear coop-
eqtmn that would enable American
comgpanies to heip davelop China's nu-
clear power industry,
Jeputy Secretary of State Walter J.
Stoessel Jr. made the disclosure in a
policy speech on Cliina in which he said
that President Reagan valued United
States rejations with China “highty”
and *‘believes it is important to work to-
geilier 10 expand the benefits to both
countries.”
;  Contanding that too much attention
h_ad been paid to Washington-Peking
differences over Taiwan, Mr. Sto&ssesl
aiso|revealed that in 2 recent directive
Mr.| Reagan reaffirmed a policy of
*‘substantial liberalization” in the ex-
portof technology to China.

‘VIy Reagan, according to Mr. Stoes-

sel. (declared that American export
ooli .

State Department officials satd, but has T,
“should support a _ secure, | [ndicated that it was thinking of start-

-~ gy ..
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On nuclear policy, Mr. Stoessal said
the United States had been “conductine
discussions with the Chinese on the :0;
sibility of an agreement {or ',:eacemi ny.
clear cooperation, which would enable
us 1o compele commercially in the
deveicoment of China‘s nuclear power
program.” ' Y

disqssions on a possible agreement
had been heid privately with Chinese of. -

ficials and have up to now been ham- ¢ 3

.y
&

pered by China’s refusal to sign the
treaty banning the proliferation of nu-
clear weapons or to join the Imnterna- iy
tional Atomic Energy Agency and abida, 1

by its safeguards. China already has nu-
clear weapons, but the Administration
is insisting that China allow inspection | .
to demonstrate that any help from the
United States be used strictly for nu
clear power.

China has no atomic power reactors,

oty
e ol o e e

fﬁe.-ley and modernizing China.™”
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State Depariment officials said that 3

“bdid

to import | Western technology and.
equipment. '

The Chinese, officials said, have told,
the United States that they were inter-.
ested in erican technolegy and!
American companes have estimated!)
that hundreds of millions of doiiars of,
exports coud be at stake. -

The most important project under;
consideration is for the construction oi{
two 900 megawatt pressurized water|—
reactors in Guangdong Province, whichl
borders Hong Keng. The Chinese would
like to sell some of the power prmduced|
to Hong Keng to gain foreign currency
tooffset imports.

In =ddition, the Chinese are comem-t
plating building 2 smailer 300 mega-;
watt ctation in shapshai using 115 own
technology, the eificials said.. °

nerexport Mot Allowed (]

The most extensive talks with thel. :
Chinese were held last fail, oificialsj
said today, when James L. Malone,
Assistant Secretary of Siate for Oceans|
and Internationai Envircnmental and)
Scientific Arfairs, made an unpudli-}
cized tnp to China, The Chirese were!
told that they must provide assurances
on the peaceful use of the nuclear tech-
nology and the nuctear fuel that might
be provided and guarantees against re-

.

The Chinese have told the Americans
that they would only use such tech-
nology for power, but they have prob-
lems with allowing intermational in-
spection. 1}’}:}’ have also steadfastiy re-
fused fo sirm the treaty hanning prolif-
eration of guclear weapons that was ne-
gotiated by the United States, Britain
and the Soviet Union in the early 1960°s |
and which the Chinese viewed as an at-
tempt to block China from having its

QWN nUCiear weapons. )
QOfficials| here said that the United!
States s sgarching for a way to maliz it,

ing a program {or which 1t woula need‘x,q

. easier for the Chinese to provide assur-:

ances. but|that an additional round of{
high-level talks is probably needed. i

In his speech to the National Council |
on United States-China Trade, Mr.;
Stoessel said that *‘a strong United!
States-China relationship is cne of the.

strong objections to continued Ameri-:
can mlitary sales to Taiwan, Mr. Stoes-;
sel said that “so long as both sides
demonstrate the statesmanship, vision, ,
and good will that have characterized;
our relationship, we will be able to over-:
come our difficulties.”” :

*Indeed, anything other than a suc-:
cessful outcome would be a great mis-:
tortune for both sides,” he said. “The
only beneficiary would be our common
adversaries.”

He said that public attention to the
Taiwan isdue ‘“‘has tended to obscure
the continuing progress which this Ad-
ministration has made in carrying out
important China policy initiatives.”
inistration has already:
ations that generally treat
friendly nation, no longer;

wouid lift 1aws barming China from for-
egzn aixd and food for peace, and from
the sale tﬂ.ms country of certain types
of furs,
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IRAN-IRAQ

Why foreign business stays where bullets fly

Iran's new attack against Iraq, with the
avowed aim of overthrowing the Ba'ath-
ist government of Saddam Hussein, is
giving European and Japanese compa-
nies an acute case of war jitters. They
fear that billions of dollars of work in
progress and lucrative future orders will
be in jeopardy if they push the panic
button too soon and pull workers out of
the Persian Gulf nations.

Although one Italian oil executive
shrugs off the uneasy mood—“We are
veterans of Middle East turbulence,” he
says—others who are pressing ahead
with work are far more concerned. “We
are not alarmist, but it will be a catas-
trophe if the war spreads,” says an offi-
cial at the Pont-d-Mousson division of
France’s Saint-Gobain group, which is
nidway through a 3660 million renova-
tion of Baghdad's water supply system.

v

the region worry that the Iran-Iraq con-
flict will spill over into neighboring Ku-
wait or Saudi Arabia, or become en-
meshed with the fight in Lebanon.

High insurance. The vulnerable tankers
heading for the giant Iranian oilexport
terminal on the island of Kharg were
among the first indirect victims of the
new Persian Gulf hostilities. Lloyd’s of
London underwriters rapidly doubled in-
surance rates to 1% of hull values for
tankers nearing the terminal. The Japa-
nese shipowners’ labor-relations agency
banned all vessels tlying the Japanese
flag or staffed by nationals from ap-
proaching the island. But 450 Japanese
working for companies such as Chivoda
Chemical Enginecring & Construction
Co. and Tovo Engineering Corp. ignored
their embassy’s advice to evacuate the
area around Iraq’s Basra oil complex.

In Baghdad, a French company 1s midway through a $660 miiiion water systam renovauon.

Persian Gulf diplomatic sources be-
lieve the two-vear-old conflict will not
end soon. The marshy terrain around
Basra, the center of the current fight-
ing, makes quick victories hard to attain,
And ideological fervor on both sides is
sharp. This means that companies such
as Italy’s Snam Progetti, which nearly
completed a refinery in the Iraqi city of
Basia before war broke ourt, will have to
wait still longer to get the work done.
But most companies cannot fully assess
the conflicting reports from the warring
nations, and those that are operating in

32 BUSINESS WEEK: August 2, 1982 |

The recession-battered oil market dis-
missed the risk of a severely curtailed
Iranian oii dow. The Paris-based Inter-
national Energy Agency estimated that
Iran is sull exporting 1.2 million to i.4
million bbl. per day, and Iraq 600,000
bbl. daily. And the fighting only prompt-
ed a restoration of the 31 pet bbl. that
was cut from spot crude-oil prices in
July when 0pgc¢ failed to agree on pro-
duction curbs.

In the short run, at least, sorhe compa-
nies, among them 11 Japanese business-
es that recently signed up to take

200,000 bbl. a day fLom Iran, are not too
‘unhappy with the uncertainty. They may
find the dip in Irahian supply a conve-
nient way to deal with a 7%s cut in out-
put from hard-pressed domestic refiner-
ies mandated by the Japanese govern-
ment. “This brought the situation back
to what it should be,” snaps a corporate
planner at one of t! e Japanese dil com-
panies. In fact, 9 of the 11 businesses
are trading companies. Thev are thought
to have planned to resell the Iranian oil
in the Mideast below cost, as part of a

strategy to win Iranian orders for recon-
struction of the war-shattered areas. =

CHINA J
Tougher dealing over
ea s

An ambitious effort to sell American nu-
clear equivment and technology to China
has put the U. 8. on a tightrope between
Beijing and Taipei. Washington is suil
likely to offer nuclear sales to the Peo-
ple’s Republic of China but only if China
- will accept terms %uarding U. 8. equip-
ment from diversion to military uses or

_third couutries. A.mF any compromise is

likely to be rejected 'now by China’s lead-
ers, arcused by the resurgence of pro-
Taiwan senument in Washington that
accompanied the résignation of Secre-
tary of State .-&lexajlder M. Haig Jr.

A high-level interagency zroup has
been working on a formula for export
controls and safegyiards the U, S. gov-
ernment would require of the Chinese in
order for American companies to seil

power stations tc China. These must be

.45 technology and equipment for nuclear
g gy ]

JLGY

formalized in un “agreement of coopera-

4= tion” with China before exports may be-
] p 3

ent intentions to |continue sales of
fighter jets to Tuiwan, Chinese harc-
liners are unlikely to meet the U.S. half-
way by, for example. allowing an inter-
naticnal body to imspect nuclear sites
where American equipment is used.

Company bids. Accpm*ng to a Bong
Kong publication with close ties to Beij-
ing, Economic A’Jporter “informed
sources’” expect a4 deeision soon on Chi-
na's first nuclear pjwer plants. Chinese

g gin. But, in view of L\Vashington's appar-

leaders nave biown|alternately hot anc
cold on nuclear power since 1978, when
discussions began with French, Britsh,
U.S., and Canadian compuanies on pres-
surized water reactor (PWR) technology

INTERFATIONAL BUSINESS



for two 900-Mw stations in Guangdong
Province. The PWR stations would be lo-
cated on a bay just north of Hong Kong,
where revenues from power service to
the British colony qould help defray a
price tag of $1 billion per reactor.

Little has been heard from the Chi-
nese on the Guangdong project since
late 1980. But in a sign of renewed inter-
est, the Chinese interrupted the formal
agenda of talks with Assistant Seeretary
of Commerce Raymond J. Waldmann,
visiting Beijing in June, to raise the sub-
ject of U.S. company bids on nuclear
projects.

Westinghouse Electric Corp., the U. S.
supplier of PWR technology, and its Brit-
ish licensee, National Nuclear Corp., are
already seeking export authorization
from the State Dept, for the Guangdong
stations. Says National Nuclear Manag-
ing Director Norman L. Franklin: “I
-think there is real évidence of genuine
interest in getting a bid from us. ... and
if the terms are right, in accepting it.”
Borg-Warner Corp.’s Los Angeles-based
Byron Jackson Pump Div. has applied to
the U.S. Nuclear Regulatory Commis-
sion for export licenses to ship two cool-
ant pumrps for a 300-Mw reactor that the
~"Chinese plan to build, using mainly in-
digenous technology in Shanghai.

Administration officials face a dilem-
ma. A declaration backing nuclear ex-
ports to China might soothe Beijing's
nerves and rouse enthusiasm in the U. S.
industry, hard hit by a world downturn
in new plant orders. But if the White
House and State Dept. decide against
allowing nuclear exports to China, U.S.
companies that have granted licenses to
foreign manufacturers could find them-
selves in a dispute similar to the feud
over use of American technology in the
construction of the Soviet gas pipeline to
Western Europe. If President Reagan
comes down against the exports, he
could end up pushing American allies
onto Beijing’s side of the fence. s

FRANCE
The chemical burden
Elf refuses to shoulder

Opposition by the head of one of
France’s state-controlled oil companies is
threatening to scuftle the Mitterrand
government’s plan to restructure the ail-

ing French chemical industry. Only days

INTERNATIONAL BUSINESS
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“after Jean-Pierre Chevénement  took-

over as Industry Minister, Elf Aquitaine
President Albin Chalandon said that he
would not "put our company and its per-
sonnel in peril by assuming -a capital
risk” in an industry that in 1981 lost
5670 million on sales of $13 billion.

Elf, which earned $647.8 million on
sales of §18.3 billion last vear and has a
reputation for profitability and good
management. would become the leader
in French petrochemicals under the In-
dustry Ministry plan. It would take con-
trol of Produits Chimiques Ugine Kuhl-
mann (PCUK). and of Ato Chimie and
Chioe Chimie. chemical and plastie pro-
ducers now owned jointly by Eif and
Compagnie Francaise des Pétroles «CFp.
another state-owned oil company.
Reluctance. Chalandon, whose company
already spends $73 million a vear on
chemicals, had previously indicated a
willingness to double its outlavs. But he
now says that. faced with monthly
losses of 85,28 million on refining., ke will
no jeopurdize the company’s primary
business by investing more in chernicals.

His reluctance to contribute capital is
not the only hiteh. CFP Chairman René
Granier de Liliuc insists that crr will not
remain in -Ato or Chloe as a minority
partner. CFP's share in the two joint ven-
tures, according to de Lilliac, is worth

Elf's Chalandon will not bewk a chemical industry
recrganization without a new oil-pricing formula.

$406 million. and he wants to sell
out. Chloe lost $53.6 million last
year; Ato lost $18.8 million in 1981.

The chemical| reorganization
plan—drawn up by Chevénement’s
predecessor, Pierre Dreyfus—aims
to limit overcapacity in fertilizers
and plastics. At the same time, the
plan will try to move the industry
toward production |of fine chemicals
and high-value products. But while
French chemical makers are paving
world-market prices for such im-
ported feedstocks|as naphtha, the
prices they can charge on the do-
mestic market remain trozen. Cha-
landon now is threatening to with-
hold support for the reorganization
scheme unless Chevénement per-
mits him to use a new oil-pricing
formula, now partiallv blocked by
France’s price freeze.

Even if Chevénement can find a
way to finance a new lmeup in pet-

9P S8l

"% rochemicals, he still faces problems

from Elf's management. Chalandon
has said repeatedly that he expects
the government to shoulder the so-
cial costs of any |effort by EIf to
rebuild a sector lhe describes as
plagued with overcapacity. debt, and in-
efficient plants. And a¢ a resclt of the
squabble, current restructuring .plans
are being shelved. “Evervthing is on
hold,” says an executive of one of the
nationalized chemical cpmpanies. L]

AFRICA | ‘
A Franco-American
tug-of-war over trade

Inroads by U.S. companies in the lucra-
tive oil; construction. and banking indus-
tries have shattered French complacency
in the francophone West African coun-
tries of Cameroon, Gabon, and the Ivory
Couast. once France’s c‘hasse gardce, or
private preserve. But with a well-coordi-
nared effort by government, hanking,
and business, the French are now mobi-
lizing to stem further competition in
their former colonies.

In an opening sally earlier this vear,
France's Technip—armed with SR04 mil-
lion in financing packaged by the gov-
ernment in Paris—bested Air Products
& Chemicals Ine., of Allentown, Pu., in a
contract-bidding war t supply process
equipment for a 32 billion liquefied natu-
ral gas (LNG) project in Cameroon (BW—

BUSINESS WEEK: August 2, 1982 33
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Chmese Announcement of N uclear Plant
On Hong Kong Border Creates Confusion

By LYNNE CURRY
Journal of Commerce Special

HONG KONG — Confusion sur-
rounds a recent €hinese announce-
ment that Peking has approved a
decision to build a joint venture
nuclear pewer plant with China Light
and Power Ce. of Hong Kong.

* Guangdong Provincial Governor
Liu Tianfu told Hong Kong governor,
Sir Edward Youde, in Canton that the
central Chinese government has given
permission to build a.nuclear power
plant in Shenzhen, the municipality
which borders Hong Kong. Under the
proposed plan, Guangdong Electric
Co. and China Light wouid jointly
construct and operate the plant.

However, China Light and the
Hong Kong government have botih
Said they had received no official
notification that the project would go
ahead.

“The pruject was approved in
principle months ago,’”’ said Dean
Barrett, general manager of China
Light, adding that ‘‘we are waiting to
start negotiations for the whole pack-
age."‘

A Hong Kong government official
said the government had no knowi-
edge that Peking had approved the
project.

Sir Edward was in Canton as part
of a two-day visit to Guangdong
province.

The visit {oilowed a dramatic

slump in the Hong Kong stock market
sparked primarily by anxiety about
Hong Kong's future. Britain’s colonaal
lease expires in 1997 and Prime
Minister Margaret Thatcher is due in
Peking next month where she is
expected to raise -the issue of the
territory’s position.

In light of this there was specula-
tion that the Chinese announce'ment
was a reassuring gesture toavard
Hong Kong on the part of the Peking
government.

The piant would have twam 900-

megawatt pressurized water-type re-
actors. It would be located ahout 50
kilomeiers northeast of Hong Koug's
border in eastern Shenzhen, outside
Shenzhen special eccnomic zone.
China Light estimates the cast will be

- approximately $5 biilion.

Power from the plant would be
shared by both Guangdong and Hong
Kong. According to a feasibility
study, Hong Kong consumers would

pay for their 60 percent share of the

electricity. The Chinese would finance
the remaining 40 percent of power
generated primarily through interna-
tional loans. Mr. Barrett said.

China Light already supplies 3 to 4
percent of its power to Guangdong
province.

China Light’s power plants are
owned by associate companies that
are joint ventures between China
Light and Eastern Energy Ltd., a

subsndxary of Esso Eastern Inc. China
light owns 4D percent of each com-
pany and Eastern owns 60 perceat.
Exxon Corp. of the United States
owns Easte .

Mr. Barrett said the Chinese will
decide on the supplier. The Frenca
company, Framatone, was being can-
sidered. American suppliers canco:
be considered because of the nuciear
non-proliferation treaty prohibiting
U.S. companies from selling nuclesr
plants directly to countries that doot
allow international mspecuon of @
clear safeguards.

HoweverTMr Barrett nointed\q;zt
that Framatcne's egquipment is de-
signed under license trom Westing-
house of the United States.

Mr. Barrett stressed that CHira
Light has told the Chinese that tr=
plant must conform to the highes:
international |safety standards. There
were reports last year that the sjre
for the plant was located on a fauut
but Mr. Barrett emphasized that it %3
not situated in an earthquake belt.
“China Light has double and tripie
checked,” he|said.

The plant is .expected to be in
operation by 1990. Under the terms,
the feasibiljty study completed-in
1980, Guangdong Electric and Chiniz .
Light would jointly operate the piin:
until 2009, 12 vears after Bmau's
lease on hoqg Kong expires and ths
territory j revg'ts to China.




US Companies in” lace
For PRC Nuclear Sales as
Washington Reviews Rules

BC continues its close monitoring of the Chinese decision

fz3)
CZ

— expected imminentlv - (0 go ahead with the building of
nuclear power reuctors (BC ‘S2 p. 77) with news below of

US companics’ increasing participation in discussions o} such
sales. US firms' activities are against a backdrop of US-PRC
talks aimed ar getting around US government obstacles to
nuclear sales.

US companies that had all but given up hope of
participating in the planned development of China’s nuclear
power ndantiy are veny much Dackan the gaine now that the
Reagan administraton has begun to review rules that prevent
the sale of US-manutactured nuclear equipment to China.

One ¢ye¢ on Shanghai . . .

Representatives in Peking of both Westinghouse and

=5 General Electric say they are holding discussions with

" Chinese ministries about possible supplies of equipment for
a prototype nuclear power stution in Shanghai. Moreover,
both US suppiiers of nuclear technology are definitely
intérested in the proposed Guangdong powcr station project
in south China.

_=~, Westinghouse's representative in Peking said the Chinese
were “requesting informavion™ about comporents for the
primary and secondary systems of the Shunghui prototype.
Under US regulations, Westingnouse is able to supply com-
ponents for the secondary system — described as the
“turbine cycle” — but not for the nuclear steam supply
system.
~ US sales of reactors to China are beginning to luok like
a real possibility as US and Chinese officials undertake
negotiations toward overcoming barriers in the way of such
sales. These Darriers are in a 1978 act of Congress that
requires “‘full-scope safeguards™ in countries buying US
nuclear know-how.

~— China is not g signatory to the nuclear non-proliferation

treaty — it has had the bomb since the early 1960s - and

has made it clear it will not allow inspection of its nuclear
facilities on the grounds that such inspection would
constitute an infringement of its suvereigaty.

Walter Stoessl; the US Deputy Secretary of State, told -

a June meeting of the National Council for US-Chira Trade
thas the US had been conducting “discussions with China on
the possibility of an agreement fur peaceiul nuclear coopera-
tion which would enable the US (o compete commcrciullv
in the developmient -of China's nuclear power program.”
US officials in Peking say discussions are continuing.

A General Electric sepresentative said his company had
been approached by the (hinese fur information about
components in the turbisic cycie of the Shanghai prototype
and discussions were continumng,  Foreign executives snd

BUSINESS CHINA

diplomais in Pekip~now assume that China is committed
to procceding wit. ¢ Shanghai reactor which will be built
to a Chinese design with the addition of some foreign-
supplicd components. The prototype will be a 300-megawatt
pressurized water reactor (PWR). . ‘ .
According to a scientific expert attached to a Western
embassy in Peking, the prototype rractor would be
“stepping stone” on the way to developing a homegrown
nuclear industry. He anticipated that China would have to
import some fureign technology to complete the project.
According to the Westinghouse executive, what China
would be purchasing is not as yet “cTea:ly defined,” but
it is clear that the Chinese “want‘ to run the show
themselves.” | )

Meanwhile discussions are proceeding on the construction
of a nuclear power station in Guangdong involving twin
900-m=gawatt reactors to supply power fto the crovinge and
to Hong Nong. A nieeting was held earhier this month in
Guangzhou between A. G. Manzie, Depjty Secretary of the
British Department of Industry reprc#enung the British
government and Guangdong Vice-Governor Ye Xuanping
( 9.°% ' ), representing the Chinese govenment.

Also at the meeting were rcpresentadnes of PRC centr:u
government ministries concerned with Tne project as well
as officials of China Light and Power of 'Hong Nong and the
General Electric Co of the UK, which is interested in
supplying components. ‘

. the other on Guangdong

According to a representative of one of the organiza-
tions taking part in the Guangzhou meeLing, the talks have
“taken the project a stage further.”

A feasibility study, prepared under the supervision of
China Light and Power engineers, has beLn examined by the
Chinese government and formed the basig for the Guangzhou
discussions. The two sides apparenty jagreed the project
is “wviable”™ and are now deciding u.thhPr a financiaily
acceptable arrangement can be workep out among the
partners. ‘

Competition from France ‘

Framatome, the French nuclear reactor builder, is con-

sidered by some observers to be the iJadmf‘ contender in
the race to sell reactors for the (.-uam.d\ong plant. But the
French company can expect spirited competition from US

firms -if the US-government lifts rcstertions on sales of
nuclear technology te China.

Framatome reacters are built under li¢ense from Westing-
house. The PRC's being able to buy a reactor containing US
know-how frum a non-US firm, but not ldirectly from a US
oue, is protably an important reason tqr e review of US
policy towurd such sales.

Wnstlllgluusu Peking representative Isuid the company
would “like very much to be a supplier of|nuclear iechnology
for the Guangdeng plant.™ For the past few years. Westing.
house lias been supplying published &Lﬂumumm ts the
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-‘-Chin'csc' for the Guangdong project, " it has not been
invoived in detailed technical discussions un nuclear systems.
Westinghouse also has had interchanges with ("hma Light and
Power about the Guangdung project.”

PRC CountrySide
Holds Potential for
Agriculture Sales

Changes in the organization of Chinese famiing g
cash in rural pockets from frec-maket sales of
produce are Ir.aamg to the growth of a cong
market in the counrryszdc BC two issues agg (82 p. 94)
discussed thuse changes and that cash. Théy should also
begin to mean a bigger and more accessible market for
firms-in agriculturc-related industrics. BC;bclx)w continucs
its close look at what's happening in Chinese agriculture.

As more decisionmaking is pui iito the hands of
households rather than the commune}e‘more sales and more

direct marketing opportunities fof tirms are likely.
Getting through to the farmer will bé a welcome departure

for many companies since. in past yéars tew of them other .

than the agricultyral machinery saR:sxrcn have gotten such
access, selling instead to thg!' state’s foreign trade
corporations. j

PRC purchases of agricultuge-related goods have been
increasing as a percentage of total imports over recent
years. Of total Chinese impojts in 1979, about 257 were
agriculture-related, in 1980 fhe figure was 32%, and in
198! it similarly was about a third.- Agricultural sales
can be expected to continge well into the 1980s. While
domestic production of sugar and cotton is increasing.
imports of those commodities and of chemical fertilizer

More PR( Agro-fads

® Only about 1G0 niilion acres of the country are f
arable — that is zbout/ 10.47 of the total area — but |
the country’s farmers/manage to provide nearly 319 |
of the nation’s total industrial and agricultural |
output (by value). In 1981 agricultural output value |
was Rmb231.1 billidn (Rmb1.9:USS1) out of a total !
Rmb749 billion,  * ]

® Chinese authoritics have targeted a 4% increase in
agricultural outpu(f"';xiue in 1982, and grain production
is expected to grow by 2.0% »

© Spurred by higher prices for nonstaple crops,
farmers will slep up production of dziry products,
meat, vegu.t.mles oil, and sugar-bearing crops..

® Acreage; ‘sown to cash crops such as tea, tobacco,
cotton, and/ fiber plants expanded dramatically in
1981, Prud}iction of thuse crops will continue (o grow
to support light industriai manufacturing.
e
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and agricultural
prominently.
The PRC spent USS944. niillion for wheat alone in {979
and USS$1.84 billion in 1980. China will continue t
grain, although the volume of such purchases will vary
with foreign exchange constraints, domestic proQuction.
and the weather (see box on China’s agricultural bl;,')’ling).
The current policy thrust that pre:Les to” raise” the
standard of living and promote exports has 9(ear benetits
for agriculture, since it means, for exa ple’ govemment
encouragement of crops that vary urban censumers diets
and fuel the textile industry. The farmers will fatten, if
at times more through trickle-down re'i:\rd: than direct
ones. Throughout Chinese history, peasants have tended
to get the slimmest slice of the euonomié pie. The situation

r~hinery will continue to figdre

has not changed all that much in terms of actual budget -

allocations — after an important spurt in 1978 and 1979
in moncy sct aside in the state budge for agriculture,

that budget line then dropped 9"«' ‘in 1980 and fell 12%
more in 1981.

Other benefits from the centraﬁ government have made a
difference. These include hxghcf{ prices for tarm produce
paid by the state to the farmjers and encouragement of
private-plot " cultivation and sa}és of the qutput from them
on free markets. Rural cfedit is increasing farmers'
purchasing power and repl;r{:ing lagging state support for
agriculture, and groups of farmers are | getting together
and obtaining ivans to ﬁri.mcc the purchiase ol machinery
for farming and sm.llli; factones. Lounis Rmb35.28
billion (a 14% increase over 1930} ucc:{:ntcd for 34 of
rural spending on tools and other suppiies in 1951. The
Agricultural Bank of China and credit cooperatives reported
Rmb24.05 billion in rural savings at the cn of 1981,

The bulk of (hm.xs peasants will n t be rich in the
foresceable future. “Clearly, however. there will be more
cash in the c.ountrysxde for purchases tg ease and enlarge
production.

Opportunitics: for futire siles will crop

® Agricultural machinery. Despite a
agricultural machinery purchases, such b
up in the 1980s as farmers have more
access to information abour such mac
that which;,,fis approprate tor small-
farming. While China exported USS37
machinery/in 1981, domestic productio
fell by 45.9% and output of hand tractors diopped by
9 .8%. Thc large state farms in the northeuast that are
particulaily amenable to large-scale 'machinery spent
substandial amounts on such items in the 1970s. The
mnrkcf there might appear (o be on the way to being
saturated, but similar sales do continue to be made.

Recent machinery deals include:

;“ International  Harvester's  sale
u:;ichincry, i.c. crawlers, loaders. bul
and US$7.5 nmilfion worth of
;{ools. and hay machines: y

pin:

recent siump in
ying should pick
1wney and better
inery. expecially
to medium-scale
miliion in farm
of large tractors

of reforestation
dozers, skidders,

tractors, | combines, itllape
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[Answer] ([in English]
i+ -- human problems:

a country. I must
indeed, far less than in most countries I have visited in the last two months.

country where I go, I draw the attention of my hosts tc the human problems. I

comment on any of the human problems. Why? Because I hope there can be progres
Otherwise, I would not refer to them. I
such human problems, the least chances it be solved. [sentence as received]
not say anymore about any human problems between China and France.

In a number of countries that I visit, there are -- may

[Question] Alain Campiotti (24 Hueres de Lausanne).
power prpgram as well as the exchanges between the two countries.
about t

Can you say

[Answer]
official visits made at that time by ministers of the preceding government and
former president of the republic, talks were held between China and France.
the policy of readjustment has resulted in a modifieation of the program.

fore now in a new situation where the talks previcusly held should also be adjusted.

French mission will therefore come here within the next 3 weeks to examine Chin

Present intentions concerning the nuclear power plan and present our possibilities.

7 RC INTERNATIONAL AFTFAIRS

I call

Internees or problems of visas, permission to leave or to come to
say that they are particularly few in the case of China, very few

In every

never

think the more one talks published about
I| shall.

You have referred to the nuclear

ore -

s since the first contacts between the two countries appear to have failed?
A few years ago China had some sort of nuclear power program, and durtng

Since then
We are there-

-.A——
's

The

industries on the one hand and the government on the other will indicate what can be

done.

As you can see, this is quite remarkable as far as technology is concerned

+eesuse—we-have-the-most—audacious—-program—in-the world-as—far as—technology is——

<oncerned—and because we have the most audacious program in the world as far as
power development is concerned.
number of stations that have been in operation for some time.
constitutes a testimenial.
tion of the project, the deadlines and financing and so on will be presented to

This, therefore,

nuclear

Of all European countries, France has the greatest

Having said this, the material conditions for the realiza-

the

Chinese, who will freely judge them and compare the offers to be made by our enterprises

with those to be made by the enterpvlsec of other countries. There is no doubt
this is very important because this is .the beginning of a development which can
important to China as far as nuclear power producticon is concerned. We are int
in this development particularly because France =-- I would like to remind you =
most-ambitious prcgram in the world as far as nuclear power production is conce

Questions on the Sale of French Arms to China
{Cheysson] It is not usual to discuss issues on arms in public.
have noticed that the
betraying any secret by telling you that France has not ruled out any discussic

thar

be very
rested
has che
ned. -

This said, you must
French chief of staff was in China 3 menths ago, and I am| not

with

China, whose defense potential can be strengthened in effect by French arms or Chinese

arms based and built with understanding with China if it is China's desire and
come to agreement. Therefore, it is not a forbidden subject.

It was not a matter of any specific, precise question.
Some, those on which the future depends like nuclear power energy, oil, transpo
coal, were examined a bit more attentively.

if we

Many issues were brought up.

rt and
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PARIS CA&RIES CHEYSSON 2 AUG PRESS CONFERENCE

AB061229 Paris Diplomatic Information Service in French 1005 GMT 6 Aug 82

[Second and final part of French Foreign Minister Claude Cheysson's press confeqence in
Beijing ¢n 2 August. ‘
. |

[Text] [Question]: Alain Campiotti (24 Heures de Lausanne). You have talked about the
various analyses you examined on some particular points with the Chinese. Did their attitude
toward Vietnamese policy form part of these analyses? | .
[Answer] There were different elements of analysis on this subject., However, tLere was
agreement concerning the objective, and this was the most important thing, If you question

a Chinese leader, he will tell you the same thing. The objective is to have all foreign
troops depart from Kampuchea. Like France, China or Switzerland, Kampuchea has the right

to freely decide its own future. Vietnamese troops must therefore leave Kampuch#a. We
‘reached complete agreement on this.” All the Kampucheans must be free to choose their destiny
without any foreign interference. At the moment, there is foreign interference, | This is

why France does not recognize, camnnot recognize and will not recognize the Khieu\Samphan
governmentt, This is quite clear, How can one get the Vietnamese to depart? As /far as we,
the French, are concerned, we think that the plan suggested by the ASEAN countries aimed

at ensuring 2 neutral Kampuchea that is free from foreign troops and chooses its rTegime and
government under international control is a goodplan, and we are very close to the ASEAN
countries on this point. Here also, there are no differences between China and France.

The differences start with the question of the coalition government created z fewl weaks

ago, We ih France have very confident and old relaticns with the two elements of\the
coalition govnment -- Norodom Sihanouk, with whom I have already met and with whom I

will meat again in a few weeks time, and Son Sann. On the other hand, France rejécts
the policy conducted by Pol Fot when he was the master of Kampuchea. The French teject

all policies of oppression and cruelty toward the people. We reject it in South Africa

as well as in many other countries of the world. We reject it in Kampuchea more than
anywhere else, What happened when Pol Pot was master of Kampuchea has not been forgotten

in Frzoee, where it has created.a sense of general repugnance., There is not a single French-
" man who would imagine meeting Pol Pot or having a discussion with him, This Consqitutes a
major hindrance for us in our relations with the coalition government. Therefore, we
presently recognize no governmment in Kampuchea and do not at the moment see any poksibility
of recognizing one,

|

The second point on which there may be difference between China and France concernF relations
with Vietnam. Both France and China have relations with Vietnam and ambassadors in Hanoi,
We believe that our relations with Vietnam will perhaps be useful one day. I think that
it was good that I should receive the Vistnameses forelgn minister in Paris and listen to
him, We are not the ones who should decide what should be done. It is the responsibility
of the countries in the region, and especially the Southeast Asian countries belonéing to

the ASEAN, to decide whether the Vietnamese offers are interesting or not, They have not
yet accepted these offers. But one day perhaps progress may emerge from any one oﬁ these
offers with the agreement of the ASEAN countries, and, if this happens, we think that our
relations with Vietnam may be useful, Do not forget that we are not a country of the regionm,
We will not under any circumstance interfere in the internal affairs of any countrj what so—
ever. Even from afar, our desire to maintain relations with Vietnam while we are mostly

tiad te the ASEAN countries is justified. \

. |

[Question] [in English]: Wayne Corey (Voice of America). Mr Foreign Minister, do you
ccnsider that the controversy surrounding the Li Shuang affair last year is over or is it
stiil affecting relations between France and China?

I~
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" jarrick assumes he is someone special--
Peruups he is--

He handcarried this to me for WC on Friday.
WC did not wish to meet with him.
He did see Ed Meese.
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Enei‘gy: Cﬁanée for

1982

By CHRISTGPHER 5. WREN

° Special to The New York Timez
PEKING,
- double its energy outout by the end of
. the century to sustain its moderniza.
tion drive prpvide the most substan.
tial potential here yet for American
buBiness.

Ventures i pil. coal and hydro-

ing American invest. -

power are
ment into ar%w phase that could pro-
vide a substantiai base not just for
bilateral trade,. but also for the
broader Chinese-American relation.
ship, which has been butfeted by dis-
agreements gver the statis of Taiwan.,
While Pekitng has shifted politically
tuward a pusition of equicistance be-
twecn Wash ngton and Moscow, it
continues to Jock to the United States
for technology that the Soviet Urnion
does not hawve. Last year, China’s
trade with n{. e United States ran $5.5
billion, about 2§ times larger than
China's trade with the Soviet Union,
“There will be a big takeof! In Sinc-
U.S. econoimic and trade relations
until the end of the century,” pre.

ct. 13— China’s plans to.

Hydropower 24.0 27.9 32.0 41.2
Gas 19.0 i6.0 17.3 18.6
Total 834.7 830.6 646.5 7AZ.8

Source: American Chamber of Commercs, P‘fom_x Kong

-

United Press intermationai

A 1978 picture of Paoting Coal Mines in Sichuan Province, ore of the richest

miring areas in China.

dicted Fugene X. Lawson, Deputy
Assistant Secretary of Commerce for
Esst Asia and the Pacific, after recent
meetings here with Chinese officials.
“It’s long-term and big bucks. [t will
supply the cement and glue of the rela-
tionskip.”

insutlicient energy has hampered
China's industrialization. Factories
operated at only 70 percent to 80 per-
cent of capacity in 1930 for lack of
power. Energy has also been wasted
or lost in ineificient furnaces. Recent
conservation measures have trimmed
naticnal consumption slightly, saving
910,000 tons of coal in the first &ight
months of this year.

*Energy shortage and the strain on

transport are major check% on China’s
economic development at present,”
said Clina’s party chief, Hu Yaobang,
11 a major report to the IZWEJ party con.
gress last month. “Growth in energy

vears, while waste remai
sericus.”’

Mr. Hu called for “necdssary capi-
tal construction projects’] in energy
and other fields to help China achieve
its poal of quadrupling its gross do-
mestic product by 2000.

A deputy minister of the state plan-
ning cornmission, Fang | Weizhong,
said in an interview last month that

extremely

has siowed somewhat in t n%?a past few -

Continued on Page %17

|
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China pianned to double its energy
output by 2000. He mentioned prepara-
tions under wa y to expand coal mines,

. step up oil exploration and develop la-
tent hydropower in the upper reaches
and tributaries of the Yellow, Yangtze
and Hongshui rivers.

" The Workers Daily has reported
that China’s power industry met its
third-quarter target, producing 239
billion kilowatt-hours this year by
Sept. 28, dekpite a shortage of fuei,
But Li E’ding, a chief engineer for the
Ministry of Water Conservancy and
Power, told a conference last moath
‘that the ou:ﬁut of electricity must in-
crease by more than 10 billion kilo-
watts a year;; the current rise is only 2
billion.

Three majer areas cf energy devel-
opment ha\ie attracted significant
American interest.

| QIL. Alhcugh Chita is ranked
about sev%%:n worldwide oil output,

onshore production has stagnated at
just over 190 million tons a year, down
from a peal of 10§ million in 1873.
Water flooding is now used in 93 per-
cent of Chind’s onshore wells to main-
tain pressure.

The biggedt potential reservoirs lie

aleng the continencal shelf, especially
in the southiern Yellow Sea and the
South Ching Sea. Paui Ravesies,
president of Atlantic Richfield’s inter-.
naticaal oil %d gas company, has de-
scribed it as/*“the lougest unexplored
virgin coastlinie in the world.”

Last mcmr{:’ Arco became the first
American ¢il'company to be awarded
drilling rights in Chinese waters, ina
jmm venture| with Santa Fe Interna-

tional. Anct ‘Er 16 American oll con-
cerns are among the 33 companies
that have submitteq 102 proposals to
drili offshore, The companies have al-
ready invested about $200 million in

" seismic surveys.
"~ “Qffshore oil is the cutting edge of
Sino-U.S. reiations for the rest of this
century,” Mr. Lawson of the Com-
merce Department said. “Any time
oilmen put iron in the water, they're
talking about a long-term operation.”

Chinese geologists are also embark-
ing on & survey of potential oil-bearing
basins in western China, which could
provide much of the country’s onshore
oil, according to Huang Jiqing, presi-
dent of China’s geological society.

COAL. China has the world’s third-
largest coal reserves, after the United
States and the Soviet Union. Coal ac-
counts for more than half of the fuel
for the country’s power plants, and
this proportion is growing as China di-
verts more petroleum for export.

To achieve its target of doubling
coal output, now 620 million tons a
year, the Ministry of Coal plans to set
un major mining centers with power
plants nearby, while encouraging
energy-short areas te develop small
coal mines.

Last March, the Occidental Petro-
leum Corporation won the right to un.
dertake a feasibility study of a vast
open-pit coal mine at Pingsuo in
Shanxi Province. The mine, poten.
tialiy the largest in the world, would
produce 15 million tons of coal a year
in its first phase, eventually tripling
that amount, Occidental expects to be
awarded the contract for the mine,
whose profits could reach $500 million
annually.

China’s total coal reserves are be-
lieved to exceed 600 billion tons. Some
coal from Pingsuo would be exported
to Japan for hard currency.

HYDROPOWER. China has the

largest untapped water power in the
worid. L2st month, Mr. Lawson
signed & protccol with China that

would involve American specialists in -

the development of hydropower in the

s

Tianshenqgiao Basin o¢f southern
China.

The United States has
$400,000 grant to hire an
gineering concern to ca y out a feasi-
bility study for two major dams, 130
feet high and 590 feet high, respective-
< ly, that could produce 2.8 million kilo-
watts. They are among 10 dams to be
built along the Hongshui |in the Guan-
gxi Autonomous Region.

The two dams, which would be far
upstream in the rocky gorges of the
Hongshui, would cost abeut 31.6 bil-
lion. The cost of the entire project
could run §7 billion. China is talking to
the World Bank about mzjor loans.

Mr. Lawson said the
would enjoy a technologi
other countries in suppis
and expertise in all thres energy
fields. Such major projects could alse
offer a market for o,l"m‘:}“ﬂ*m eL-

iven Chinza a
merican en-

nited States

ports like earthmoving eqliipment
Mr. Lawson observed that China en-
joyed an overall trade' surpius of
nearly $4 billicn last vear. ““The Chi-
nese can pay for anything they put
their mind to pay for,” he said. “It
just so happens that in 'these three
areas, we have the best teghnology.”
The Government also wants 1o de-
velop nuclear power. Construcrion is
starting near Shanghai op a 500,000-
kilowatt nuclear power station. China
plans to build 2 much larger nuclear
facility in southeastern Guangdonz

Province, with a_capacity of 1.8 mil-
lion kilowatts.
Negotiations sn an agreement thart

would let China buy advanced Ameri-
can nuclear technology are stalled be-
cause Washington suspects that Pe-
king is providing nuclear assistance to
Pakistan and other countries believed
to be developing atomi¢ weapons.

‘China has refused to sign the nuclear

nonproliferation treaty.
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WASHINGTON, June 1 ~ The Rea-
Sun Administration said today that it
hj d begun taiks with China on the POSSia
Z}iw of an agreement on Nuclear coop-

eration that would enable American

impanies to help develop China’s nu-
ciear power industry.

EJceputy Secretary of State Walter J,
St essel Jr. made the disclosure in a
palicy speech on China in which he said
that President Reagan valued United
States reiations with China “highiy”
and *‘believes it is important to work to-
gefher 10 expand the benefits to both
countries.”

ontending that too much attention

had been paid to Washington-Peking
differences over Taiwan, Mr. Stoesse?
alsp revealed that in a recent directive
Mr. Reagan reaffirmed a policy of
“substantial liberalization” in the ex.
portof technology to China,

Mr. Reagan, according to Mr. Stoes-
sell. declared that Amencan export
A

fri

cy “should support. a secure, |indicated that it was thinking of start-

| OF Nuclear T. Do Line
0 uclear Technolory to Pakin
\ By BERNARD GWERTZMAN
Special 1o The New Yoo Timwe

On nuclear poiicy, Mr. Stoessel said
the Unuted States had been “conducting
discussiocns with the Chinese on the Dosi'
sibility of an agreement for peace!uf nu.
clear cooperation, which would enabie
us {9 compete commercially in the
deveicpment of China’s nuclear power
program.”’ ’

.Stace Lepariment officials said that .
discussions on a possible agreement

ficials and have up to now been ham-
pered by China’s refusal to sign the x
treary banning the proliferation of nu- 4
clear weapons or to join the Interma- wh
tional Alomic Energy Agency and abide ;.
byitssafeguards. Chinaalready hesnw | |
Flear weapons, but the Administration

is insisting that China allow inspection |
to demonstrate that any help from the
United States be used strictly for nu
clear power.

China has no atomic power reaciors,
State Department officials said, but has '

nely and modernizing China,™
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had been heid privately with Chinese of- & "

- peasier for

4

ing a program for which it would neell)
to import Western techrnivlogy and.
equipment.

The Chinese, officials said, have told,
the United States that they were inier~
ested in erican technolegy and!
American companies have estimated):
that hundreds of millions of dallars of)
exports could be atstahke. o

The most| important project under;
consideration is forthe construction of|
two 000 megawatt pressurized water|—
reactors in Guangdong Province, which
borders Hong Keng. The Chinese -7Jou2d§
like to sell spme of the power rroduceds
10 Hong ¥ong to gainforeign currency|

_tooffset imporis.

1a zddition, the Chinese are comem-% .
plating builging a smailer 300 mega~
watt station in Shanghai using its own!
technology:‘fhc oificials said. ; ‘

ne-export Not Allowed [

The most extensive talks with the{ :
Chinese were held last fail, officials| |
gaid today,| when James L. Malore,| |
Assistant Secretary of Siate for Oceans
and International Envircnmental 2nd|
Screntific Atfairs, made an unpubdli-{
cized tnip % China. The Chinese werey
teld that they must provide assurances
cn the peaceful use cof the nuclear tech-
nology and [the nuctear fuel that might
be provided and guarantees against re-

L.

The Chinése have told the Americans
that they would only use such tech-
nology for power, but they have prob-
lerns with allowing intemational in-
spection. They have also steadfastly re-
tusad to cigm the treaty hanning prolif-
eration of nuclear weapons that was ne-
gotiated by the United States, Britain
and the Soviet Union in the early 1960°s
and which the Chinese viewed as an at-
temgt to b%ock China from having its

own nuclear weapons.
Cfficials |here said
States is zeg

that the United:
ching for 3 way to makait]
e Chinese to provide assur-|
ances, but that an additional round of!

high-level talks is protably needed.
in his speech to the National Council

on United| States-China Trade, Mr.
Stoessel sdid that “‘a strong United,
States-China relationship is one of the,
highest goa $ of President Reagan’s for-

s Sales to Taiwan

Aste thzgoblems raised by Peking's
strong abidctions to continued Ameri-:
can mulitary sales to Taiwan, Mr, S{oes-;
sel said tHat “so long as both sides:
demonstrate the statesmanship, vision,:
and good EEII that have characterized|

our relationship, we will be able to over-!
come our difficulties.”

“Indead, anything other than a suc-
cessful out¢ome would be a great mis-|
fortune for both sides,” he said. *The;
only benefipiary would be our cornmen

adversaries.” i
He said that public attention to the
Taiwan issue “has tended to obscure
the continuing progress which this Ad--
ministration has made in carrying out’
important China poticy initiatives.”

ninistration has already
ations that generaily treat
friendly nation, no longers
bound by the controls on exports o the
Saviet Um}n and other Communist na-

[
|

tions. It is seeking legislation that
would lift 1aws barring China from for-
egn aid and food for peace, and from
the sale to thus country of certain types
of furs.

. v
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IRAN-IRAQ ,
Why foreign business

Iran’s new attack against Iraq, with the
avowed aim of overthrowing the Ba'ath-
ist government of Saddam Hussein, is
. giving European and Japanese compa-
nies an acute case of war jitters. They
fear that billions of dollars of work in
progress and lucrative future orders will
be in jeopardy If they push the panic
button too soon and pull workers out of
the Persian Gul{ nations.

Although one Italian oil executive
shrugs off the uneasy mood—“We are
veterans of Middle East turbulence,” he
says—others who are pressing ahead
with work are far more concerned. “We
are not alarmist| but it will be a catas-
trophe if the war spreads,” says an offi-
cial at the Pont-i-Mousson division of
France’s Saint-Gobain group, which is
nidway through a 3660 million renova-
tion of Baghdadls water supply system.

stays where bullets fly

the region worry that the Iran-Iraq con-
flict will spill over into neighboring Ku-
wait or Saudi Avabia, or become en-
meshed with the fight in Lebanon.

High insurance. The vulnerable tankers
heading for the giant Iranian oil-export
terminal on the island of Kharg were
among the first indirect victims of the
new Persian Gulf hostilities. Lloyd’s of
London underwriters rapidly doubled in-
surance rates to 1% of hull values for
tankers nearing the terminal. The Japa-
nese shipowners’ labor-relations agency
banned all vessels flying the Japanese
flag or staffed by nationals from ap-
proaching the island. But 430 Japanese
working for companies such as Chiyoda
Chemical Engineering & Construction
Co. and Tovo Engineering Corp. ignored
their embassy's advice to evacuate the
area around Iraq’s Basra oil complex.

in Baghdad, a French company 1s midway through a $660 nuliion water system rehovation.

Persian Gulf |diplomatic sources be-
lieve the two-year-cld conflict will not
end soon. The mmarshy terrain around
Basra, the center of the current fight-
ing, makes quick victories hard to attain.
And ideological {fervor on both sides is
sharp. This meaps that companies such
as Italy’s Snam Progetti, which nearly
completed a refinery in the Iraqi city of
Basra before war broke out, wilf have to
wait still longer| to get the work done.
But most companies cannot fully assess
the conflicting reports from the warring
nations, and those that are operating in

32 BUSINESS WEEK: August 2, 1982

The recession-battered oil market dis-
missed the risk of a severely curtailed
Irznian oil flow. The Paris-based Inter-
national Energy Agency estimated that
Iran is still exporting 1.2 million to 1.4
million bbl. per day, and Iraq 600,000
bbl. daily. And the fighting only prompt-
ed a restoration of the $1 per bbl that
was cut from spot crude-oil prices in
July when opPrC failed to agres.on pro-

uction curbs.

in the short run, at least, sorhe compa-
nies, among them 11 Japanese bugsiness-
es that recently signed up tw take

e e e[ v

. ent intentions to
fighter jets to Taiw

g b e 1 it g ey . e i o A TS R T VST,

200,000 bbl. a day frq
‘unhappy with the ung
find the dip in Irani
nient way to deal wi
put from hard-presse
les mandated by the
ment. “This brought

to what it should be,]

m Iran, are not tco
ertainty. They may
an supply a conve-
th a 7% cut in out-
d domestice refiner-
Japanese govern-
the situation back
snaps a corporate

planner at one of th¢ Japanese til com-

panies. In fact, 9 of
are trading companie

to have planned to rg

in the Mideast below

strategy to win Irani

struction of the war-

the 11 businesses
5. They are thought
ssell the Iranian oil
cost, as part of a
wn orders for recon-
shattered areas. ®

CHINA

Tougher dealing over

U. S. nuclea;

An ambitious effort t

saiss

o sell American nu-

clear equivment and technology to China

has put the U.S. on 4

Beijing and Taipel.

likely to offer nuclea
ple’s Republic of Chir

- will accept terms gu
ment frora diversion

__third countries. And

tightrope between
Washington is sull
r szles to the Peo-
12 but only if China
arding U.S. equip-
to military uses or
Ally coMpromise is

likely to be rejected now by China's lead-

ers, aroused by the

Taiwan sentiment ix

resurgence of pro-
Wasiiington that

accompanied the resignation of Secre-

» oy

tary of State Alexander M. Haig Jr.

A high-level inter
been working on 1

controls and safeguards the U.S.

agency Iroup has
formula for export
gov-

ernment would require of the Chinese in

< order for American

45 technology and equi

power stations to Ch

companies to sell
pment for nuclear
na. These must be

formalized in an “ayreement of coopera-
&5 tion” with China befgre exports may be-

% gin. But, in view of Washington's appar-

‘liners are unlikely to
way by, for example

¢ontinue sales of

an, Chinese hard-
meet the U. 8. half-
allowing an inter-

national body 1w ingpect nuclear sites

where American equ
Company bids. Acco
Kong publication wit

ing, Ecomomic REeporter,

pment is used.

raing to a Hong
h close ties to Beif
“informed

sources' expect a degision soon on Chi
na's first nuclear power plants. Chinese
leuders have blown alternately hot and
cold on nuclear power since 1973, when

discussions began w
U.8S., and Canadian

ith French, British,
companies on pres-

surized water reactor (PWR) technology
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Chinese Annﬁuneemem Of Nuclear Plant

On Hong Kong Border Creates Confusion

By LYNNE CURRY

Journai of Cornmerce Special
HONG KONG — Confusion sur-
rounds a recent €hinese annocunce-
ment that Peking has approved a
decisign to build a joint venture
nucleay power plant with China Light

and Power Ce. of Hong Kong.

*Guangdong Provincial Governor
Liu Tianfu told Hong Kong governor,
Sir Edward Youde, in Canton that the
centrall Chinese government has given
permission to build a.nuclear power
plant in Shenzhen, the municipality
which berders Hong Kong. Under the
proposed plan, Guangdong Electric
Co. and China Lighi wouid jointly
construct and operate the plant.

However, China Light and the

}Iong long goveinment have both
said they had received no official

notification that the project would go
ahead.

“ThHe pruject was approved in
principle months age,’”’ said Dean
Barrett, generzl manager of China
Light, adding that ““we are waiting to
start negotiations for the whole pack-

" age.”-

A Hong Kong government official
said the government had no knowl-
edge that Peking had approved the
project.

Sir Edward was in Canton as part
of a twoe-day visit to Guangdeng
province.

Th% visit {oilowed a dramatic

« Kong.

slump in the Hong Kong stock market
sparked primarily by anxiety abcat
Hong Kong's future. Britain's colonial
lease expires in 1997 and Prime
Minister Margaret Thatcher is due in
Peking next month where she is
expected to raise the issue of the
territory’s position.

In light of this there was spec'ula-
tion that the Chinese announcement
was a reassuring gesture tosard
Hong Kong on the part of the Peking
government.

The plant would have two 900-
megawatt pressurized water-type re-
actors. It would be located about 50
kilomeiers noriheast of Hong Kong's
border in eastern Shenzhen, outside
Shenzhen special eccnomic zone.
China Light estimates the cost will be

- approximately 35 biilion.

Power from the plant would be
shared by both Guangdong and Heng
According to a feasibility
study, Hong Kong consumers would
pay for their 60 percent share of the
electricity. The Chirese would finance
the remaining 40 percent of power
generated -primarily through interna-
tional loans. Mr. Barrett said.

China Light already supplies 3 to 4
percent of its power to Guangdong
province.

China Light’s power plants are
owvned by associate companies that
are joint ventures between China
Light and Eastern Energy Ltd., a

subsxdlary of Esso Eastern Inc. China

light owns 40

percent of each com-

pany and Eastern owns 60 percent.

Exxon Corp.
owns Eastern.

of the United States

Mr. Barrett said the Chinese wiil

decide on the
company, Fra

supplier. The French
atone, was being can-

sidered. American suppliers canrot
be considered because of the nuciear
non-proliferation treaty prohibiting

U.S. compani
plants directly
allow internat
clear safeguar

s from selling nuciesr
to countries that do-rot
onal inspection of rar
ds.

However, Mr. Barrett pointed _qut
that Framatcne's equipment is de-

signed under
house of the L1t

Mr. Barret
Light has told
plant must cz
international s
were reports
for the plant y
but Mr. Barre

license trom Westing-
nited States.

t siressed that ”um
the Chinese that thz
mform to the hmhes
afety standards. There
ast year that the site
vas located on a fawt
tt emphasized that it i3

not situated i an earthquake belt.

“China Light

has double ard tripie

checked,” he said.

The plant

is expected to be in

operation by 1390. Under the terms ¢i
the feasibility study compieted-in
1980, Guangdong Eleciric and Chiia

Light weuld jg
untii 2009, 12
lease on Hong
territory revey

intly operate the plan:
vears after Britain's
Kong expires and ths
ts to China.
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US Companies in ~lace {@
For PRT Nuclear Sales as
Washington Reviews Rules

BC continues its close monitoring of the Chinese decision
— expected imminently ~ to go ahead with the building of

nuclear power reactors (BC 82 p. 77) with news below of

US companics’ increasing participation in discussions of such
sales. US firms’|uctivities are against a backdrop of US-PRC
talks aimed at getting around US government obstacics to
nuclear sales. -

US companies that had all but given up hope of
participating in the plunned development of China’s nuclear
Power ity lare vy miuch Dack i the game now that the
Reagan administration has begun to review rules that prevent
the sale of US-manufzctured nuclear equipment to China.

One eye on Shanghai . ..

Representatives in Peking of both Westinghouse and
General Electric say they are holding discussions with
Chinese ministries about possible supplies of equipment for
a prototype nuc¢lear power stution in Shanghai. Moreover,
both US suppliers of nuclear technology are definitely
interested in the| proposed Guangdong powcr station project
in south China. |
. Westinghouse's representative in Peking said the Chinese
‘were “requesting information™ about components for the
primary and secondary systems of the Shanghai prototype.
Under US regulations, Westingniouse is able to supply com-
ponents for the secondary system — described as the
“turbine cycle”™ — but not for the nuclear steam supply
system.

" US sales of reactors to China are beginning to fvok like
a real possibility as US and Chinese officials undertake
negotiaticns toward overcoming barriers in the way of such
sales. These bs%riem are in a 1978 act of Congress that

iy

requires “‘fullscope safeguards”™ in countries buying US

nuclear know-how.

~—_ China is not a signatory to the nuclear non-profiferation

treaty — it has had the bomb since the early 1960s — and
has made it ciear it will not allow inspection of its nuclear
facilities on the grounds  that such inspection would
constitute an infringement of its suvereigaty.

Walter Stoessl, the US Deputy Secretary of State, told -

a June meeting of the National Counctl for US-China Trade
that the US had| been conducting “discussions with China on
the possibility uf an agreement for peacefui nuclear ceopera-
tion which would enable the US to compete commercially
in the development of China's nuclear power progran.”
US officiais in Peking say discussions are continuing,

A General Electric representative said his company had
been approached by the Chinese for informution about
components in the turbine cycie uf the Shanghui prototype
and discussions] were continuing. Foreign executives ynd

BUSINESS CHIN

diplomats in Pekiﬁmw assume that China is committed
to proceeding with the Shanghai reactor which will be built
to a Chincse design with the addition |of some foreign-
supplicd components. The prototype will be a 300-megawatt
pressurized water reactor (PWR). .
According to a scientific expert attached to a Western
embassy in Peking, the prototype reactor would be i
“stepping stone” on the way to developing a homegrown
nuclear industry. He anticipated that China would have to
import some foreign technolegy to complete the project.
According to the Westinghouse executive, what China
would be purchasing is not as yet “clearly defined,” but
it is clear that the Chinese “want to run the show
themselves.” '

... the ather on Guangdong

of a nuclear power station in Guangdong involving twin
900-megawatt reactors to supply power ta the province and
1o Hong Kong. A unicering wias held earlier thus month in
Guangzhou between A: G. Manzie, Depu:&&:cretary of the

Meanwhile discussions are proceeding 1; the construction

British Department of Industry representing the Brtish
government and Guangdong Vice-Govemor Ye Xuanping
( %0 1 ), representing the Chinese governinent.

Also at the meeting were represent:lu'fs of PRC centrai

government ministries concerned with the project as well
as officials of China Light and Power of Heng Nong and the
General Electric Co of the UX, whic
supplying components.

According to a representative of one|of the organiza.
tions taking part in the Guangzhou meeting, the talks have
“taken the project a stage further.”

A feasibility study, prepared under :ﬁe supervision of

i1s interested in

China Light and Power engineers, has been examined by the
Chinese government and formed the basis for the Guangzhou
discussions. The two sides apparently agreed the project
is “viable™ and are now deciding whether a financially
acceptable arrangement can be worked| out among the
partners. '

Competition from France

Framatome, the French nuclear reactor bujlder, is con-
sidered by some observers to be the leading contender in
the race to sell reactors for the Guangdong plant. But the
French corpany can expecet spirited competition from S
firms - if the -US~ government lifts restrictions on sales of
nuclear technology to China.

Framatome rezctors are built under licanse from Westing-
trouse. The PRC's being able to buy a reagtor contzining US
know-how from a non-US firm, but not directly from a US
otie, is probably an important reason for| he review of US
policy towurd such sules.

Wcs!i.ugjlousc’s Peking representative said the company
would “like very much to be a supplier of nuclcur techinology
lor the Guangdong plant.” For the past few years. Westing.
liouse bas been supplying published infoimuaiion to the
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‘reached domplete agreement on this, All the Kampucheans must be free to choose t

" man who wobld imagine meeting Pol Pot or having a discussion with him. This const

< stiil affecting relations between France and China? ‘
|

| -
. |
Y ‘ 4
I, 9 Aqg 82 PRC INTERNATIONAL AFFAIRS | 61
.- _\ : "WESTERN EUROPE ( \

| .
PARTS CARRIES CHEYSSON 2 AUG PRESS CONFERENCE '
T

|
AB061229 Paris Diplomatic Information Service in French 1005 GMT 6 Aug 82 |
| |
[Second|and final part of French Foreign Minister Claude Cheysson's press conferknce in
Beijing on 2 August. ' h
| .
[Text] \[Question]: Alain Campiotti (24 Heures de Lausarne)., You have talked a$out the
various analyses you examined on some particular points with the Chinese. Did their attitude
toward V}etnamese policy form part of these analyses? | *
| |
[Answer]l There were different elements of analysis on this subject, However, there was
agreemen# concerning the objective, and this was the most important thing. If you question
a Chinese leader, he will tell you the same thing. The objectlve is to have all 'foreign
troops depart from Kampuchea. Like France, China or Switzerland, Kampuchea has the right
to freely decide its own future. Vietnamese troops must therefore leave Kampuchea., We
@eir destiny
without any foreign interference. At the moment, there is foreign 4interference., | Thisg is
why Frande does not recognize, cannct recognize and will not recognize the Khien hamphan
governmeﬁt. This is quite clear. How can one get the Vietnamese to depart? As far as we,
the French, are concerned, we think that the plan suggested by the ASEAN countried aimed
at ensuring a neutral Kampuchea that is free from foreign troops and chooses its regime and
government under international control is a good plan, and we are very close to the |ASEAN
countries|on this point. Here also, there are no differences between China and F&ance.
The differences start with the question of the coalition government created z few weaks
ago. We In France have very confident and old relations with the two elements of\tbe
coalition govnment -~ Norodem Sihancuk, with whom I have alreadv met and with whom I
will meetlagain in a few weeks time, and Son Sann. On the other hand, France rejects
the policy conducted by Pol Fot when he was the master of Kampuchea. The French reject
all policies of oppression and cruelty toward the people. We reject it in South Aﬁrica
as well a# in many other countries of the world., We reject it in Kampuchea more than
anywhere else. What happened when Pol Pot was master of Kampuchea has not heen fc%gcttgn

!n Fronce,| where 1t has creared. a sense of general repugnance. There is not a single French-
tutes a
major hindfrance for us in our relations with the coalition government, Therefore,\we
presently #ecognize no government in Kampuchea and do not at the mement see any poisibility

of recognifing one, |
\

The second\point on which there may be difference between China and France concernsl relations
with Vietnam. Both France and China have relations with Vietnam and ambassadors in\Hanoi.

We believe |that our relations with Vietnam will perhaps be useful one day. I think thar

it was good that I ghould receive the Vietmamess foreign minister in Paris and listén to

him, We aﬁe not the ones who should decide what should be dore. It is the responsibility
of the countries in the region, and especially the Southeast Asian countries belonging to

the ASEAN, ko decide whether the Vietnamese offers are interesting or not. They have not
yet accepted these offers. But one day perhaps progress may emerge from any one oflthese
offers with\the agreement of the ASEAN countries, and, if this happens, we think th&t our
relarions with Vietnam may be useful. Do not forget that we are not a country of the region,
We will not\under any circumstance interfere in the internal affairs of any countrywwhatso—
ever, Even from afar, our desire to maintain relations with Vietnam while we are mdstly

tied to the |ASEAN countries is justified. ‘

\ i
[Question] I[in English]: Wayne Corey (Voice of America). Mr Foreign Minister, dol you
censider th#t the controversy surrounding the Li Shuang affair last year is over or ﬁs 1+
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B-3 Release would violate a Federal statute [(b)(3) of the FOIA]

B-4 Release would ‘disc!ose trade secrets or confidential or financial information [(b)(4) of the FOIA] ‘
B-6 Release would \constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA] ‘
B-7 Release would ‘disclose information compiled for law enforcement purposes [(b)(7) of the FOIA]

B-8 Release would disciose information concerning the regulation of financial institutions [(b)(8) of the FO%A]
B-9 Release would disciose geological or geophysical information concerning wells [(b)(9) of the FOIA] ‘

C. Closed in accordance with restrictions contained in donor’s deed of gift.






