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Dealing Again 
Peking revives two projects 

W hen China's Communist planners 
last winter abruptly canceled $2.5 

billion worth of industrial development 
projects with West Gennan and Japanese 
construction, manufacturing and engi
neering firms, it looked as if the couJl'tfY's 
much touted Four Modernizaf s pro
gram, which was launched' 1978, was 
about to take a Great ap Sideway. . 
Now it seems that the vernment is hav
ing second though bout its hasty . 'dget 
chopping. 

Two w s ago, China nd Japan 
wrapped a $1.3 billion ancing deal 

that gives new life to two of the most im
portant of the earlier, canceled projects: 
Phase 1ofa $5 billion iron- and steelworks 
at Baoshan, near Shanghai, and a huge 
petrochemical complex at the Daqing oil
field in Heilongjiang province. 

Under the new arrangement, Japan 
will provide approximately $570 million 
in a 30-year loan at 3% interest, plus $442 
million in export credits at a rate of 7.5%. 
To S9've the remainder, the Chinese have 
agreed to seek regular .s;ommercial loans 
at prevailing inter rates, the first time 
that Peking ha~neso. 

Both sid clearly benefit from the 
deal. For C na, it means a return to work 
on two s wpieces of the modernization 
drive. I-: e Baoshan complex, to be built 
by Nippon Steel, was planned as an indus-

U.S. Customs official dumps counterfeit Cartier watches on pavement for steamrolllng 
/ 

The Big Crunch 

I t looked like a send-up of a Timex-watch commercial. In the parking lot of the 
U.S. federal building in West Los Angeles. an eight-ton steamroller moved back 

and forth over a pavement strewn with more than 4,000 wristwatches. Yet, when 
the torture stopped, not a watch was ticking. 

Thus went Operation Big Crunch, endorsed by none other than the august 
French jewelry firm ofCartier. The stunt was aimed at discouraging the lucrative 
rip-offofluxury goods through counterfeiting. The crushed timepieces, which will 
go on display in Cartier stores around the world, were phony renditions of the 
company's famous $650 Tank watch. They were nabbed en route from Zurich to 
Tijuana by alert U.S. Customs inspectors. Once in Mexico, the fakes could have 
been sold for $300 to $400 each. 

In the past, counterfeit goods were returned by the Customs Service to the 
exporter. But after appeals from Cartier and some 50 other manufacturers 
that have banded together in the International Anti-Counterfeiting Coalition, 
the Los Angeles officials became the first in the U.S. to take advantage of a 
1978 law enabling the Customs Service to confiscate counterfeit property and 
destroy it. 

The squashed shipment of watches represents no more than a fraction of the 
counterfeit goods that move in international trade every day. Counterfeits are a 
problem for such other well-known brand-name products as Levi Strauss blue 
jeans, Puma running shoes, and Johnnie Walker Scotch whisky. Cartier's hope is 
that the steamroller tactics will help encourage governments around the world to 
take whatever steps are necessary to crush the counterfeiters. 

m 

trial cornerstone for the country. The 
Daqing petrochemical project, for which 
Peking had already imported most of the 
machinery, is intended to help make Chi
na a world-class producer of products 
ranging from ethylene to synthetic fibers. 

For Japan, the deal has obvious at
tractions. The renewed opportunity in 
China means the possibility of more or
ders for a number of engineering and 
heavy-equipment manufacturers, such as 
Toyo Construction and Mitsui & Co. At 
the same time, the extra cost to the Japa
nese treasury will not be all that high. 
Much of the money to help China finance 
the projects will come from funds already 
earmarked by Japan for other, less impor
tant Sino-Japanese development deals. 

Why the' sudden turnaround by the 
Chinese? For one thing, Peking badly un
derestimated the rancor that the cancella
tions provoked among international busi
nessmen, who accused the People's 
Republic of everything from waflling to 
downright deceit. Says one Peking-based 
diplomat: "The Chinese just did not ex
pect such a sensation, but when they saw 
the result they decided to try to repair 
the damage." 

Byway of penance, the Chinese agreed 
to pay some $40 million in compensa

tion to Mitsubishi Heavy Industries for 
the cancellation ofa $420 million hot-roil
ing steel mill that was to form part ofa sec
ond phase at Baoshan. Peking also belat
edly a,#eed to import and pay for aU of the 
petroehemic"r equipment and technology 
h it had originally signed for with Japa

n e and/West German firms, a commit
ent th,at could total as much as $1.5 biltf

I!ion. .Industrial development in the 
'/ P~~'s RepubUc still faces serious obsta

cleS'. Not onlY,must the country be able to 
train the millions of skilled workers and 
technicians who will be needed in its 
plants and factories, but it must also be 
able to meet its,loan obligations over the 
long term. Thl}'t may not be easy. In spite 
ofa commitment to a balanced budget for 
1981, the cOl,in'try is expected to wind up 
with a deficit of perhaps as much as $3 bil
lion by year's end. Though China's oil re
serves are/thought to be enormous, pro
ductio capacity is already severely 
stra~'ed, and to feed domestic needs Chi
na . , among other things, planning to cut 
peytoleum deliveries to Japan next year by 
45%, to 8.3 million tons. That would hard
Ii' seem to bode well for a major petro
chemical expansion of the sort envisioned 
(or Daqing. 
. On the other hand, Chjna's difficulties 
are a good reason to stop worrying about 
wh e t~ money will come from, and 
sta inv sting in the wealth-producing 
pi nts a faFtories( that are needed for 
a y coun ry to be tti!lly self-reliant over 
the long haul. China's renewed, albeit 
cautious, interest in industrial develop
ment seems to indicate that the message is I. 

once again beginning to be appreciated by 
Peking's economic planners. • 
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