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	Abstract:


	Internet access is spreading rapidly in China as elsewhere. For many, 	especially Western observers, this is a paradox: China wants to open its 	doors to the world, yet open access to a free flow of information is seen as 	contradictory to, and underming of, the values and practice of the Party 	and state. The lack of a developed civil society is used to explain why 	China is less concerned about the spread of the Internet than many would 	predict, but we also argue that policy-making processes in China are more 	complex than a simple axis of closed-open, or propaganda-information. We 	propose a two-tier bargaining framework (domestic and international) to 	


	explain the character of China’s national policies towards the information 	infrastructure and the Internet, and why many outsiders fail to understand 	them. 








Introduction


Estimates of the number of Internet users, not subscribers, in China vary from 50,000 to 500,000 but a mid-range figure of 250,000 is probably about right. Xinhua News Agency� reports 120,000 by the end of 1996 and a forecast of over 1 million by 2000. The China Daily, 30 April 1997, quoting the State Information Centre, reports 150,000 ‘subscribers’ by the end of 1996, and  forecast 250,000 by the end of 1997. This reference to ‘subscribers’ is almost certainly an error. In China most subscriber accounts are still to be found in state education, research, science and technology centres, and although commercial and private customer accounts are growing access remains limited by price and opportunity. Based upon private interviews in China, it seems that for each subscriber account within institutions, such as universities and government offices, there may be between 20-30 users. Whatever the true figures - as the number of local Internet service providers proliferates in China estimates will become more difficult to verify despite a requirement to register subscribers - the fact is that Internet in China is beginning to boom as it is almost everywhere else in Asia.





This raises a number of important questions. The most publicized is the question of how will the Chinese authorities attempt to limit access to content considered undesirable? The key issue here is whether this is a specifically China question - access to information threatening the regime - or the same issue that is being debated across all continents. A second question, related but separate from the first, is how will Internet access influence the commercial, political, social and private lives of Chinese people? The key issue here is what role will the Internet play in the acceleration and shaping of a civil society in China? A third question relates to the political economy of the Internet. How does the party and state� 


view the role of the Internet? There are numerous issues here. One is how the Internet fits into the overall planning of the national information infrastructure in China. Who should build the facilities? Who should provide access? How should access be priced? Who should provide content? A second is what are the functions of Internet in China? How should it be regulated, and for what purposes? As a ‘value-added’ service how far should it be opened to foreign participation? A third issue concerns industrial policy. China systematically puts pressure upon foreign companies to transfer technology in areas such as telecommunications and information technology. How far is the Internet a vehicle for China’s economic reach into the twenty-first century? Is the Internet’s rapid expansion in China a signal of China’s shifting priorities, in particular, towards a more consumerist society? 





In the following paper we shall try to provide at least provisionally answers to these questions. We do not claim anything more than insights, but we are convinced that much of the West’s popular and political ideas concerning China is based upon over-simplistic reactive discourse on the one hand, and simple wishful thinking on the other. Is this a case of mis-communications or lack of communications? mis-readings or lack of readings? We argue that, from the perspectives of political economy and international relations, a dual-level bargaining model can be helpful in gaining insight into China’s policy-making process, and that flexibility in that process is not so much a question of having to bend to the inevitable as a question of using change to bargain for the greatest advantage for the parties concerned. The parties concerned are: first, the Party and the state at the top level; second, state commissions and ministries and major state enterprises on the horizontal axis at central and provincial levels; third, the vertical relations of power and influence, between Beijing and other municipal centres, and the many different layers of provincial and county-level interests. Using this model, we analyze the role of Internet in China.


The Bargaining Model


The bargaining model we propose is a two-tier model designed to integrate the domestic bargaining level and the international bargaining level. Earlier bargaining models� which have been developed to explicate China’s policy-making processes, have stumbled over an apparent paradox. Domestically, the state was portrayed as ‘hard’ (Leninist centrality) yet at the same time ‘flexible’ (centre to periphery decentralization) and was achieving apparent bargaining success (economic reform without political reform). Internationally, Beijing was responding to the demands of globalisation by creating an increasingly liberal business environment, and yet at the same time the development of a transparent regulatory regime (for example, the rule of law, a telecommunications law) was stalled. There was what David Lampton� described as ‘a curious and conspicuous disjuncture’ in the way the bargaining process between China and foreign companies was understood and the lack of a related model to encompass the domestic bargaining process.





It is our contention, spelt out in more detail elsewhere,� that there are two levels of bargaining, but foreign companies and government agencies frequently assume, wrongly, that the domestic bargaining level is merely an extension of the international level whereby China wants certain things, such as foreign investment, technology transfer, foreign businesses to put pressure on their governments to adopt favourable policies towards China, and so on; and foreign companies want certain things, such as the right to invest and to protect that investment through joint ventures or equity or intellectual property rights. We argue that the different bargaining levels within China (party and state, horizontal between government agencies and vertical between the centre and the periphery) imply different levels of concerns and interests, and the Chinese authorities use these differences very effectively in their bargaining with overseas companies.� 





For example, in the area of telecommunications, the Ministry of Posts & Telecommunications decentralized many financial and investment decisions to the provincial Posts & Telecommunications Authorities (PTAs) in the early 1990s and eased restrictions upon foreign equipment suppliers making direct approaches. But the MPT also announced restrictions on the number of overseas switch equipment suppliers - originally set at five, but later eased to seven� - and so managed to get foreign companies falling over themselves to offer the best deals in terms of prices and technology transfer. Whereas the PTAs were only really concerned to buy the best switches at the most reasonable prices and on the best terms of vendor credit, the MPT was anxious to secure advantageous manufacturing deals with foreign switch manufacturers to strengthen its own position against market entry by the Ministry of Electronics.� This may be called ‘managed competition’ whereby China manages the market and foreign companies compete against each other to enter it. Hence we can understand, for example, Xu Shiqun, assistant to the President of Shanghai Bell, when he says “The competition is much more severe than in other countries. Some of our prices are now only a third of what you see in other countries.” (The Hongkong Standard, 8 November 1996). The point in this statement highlights an important outcome of the process of  ‘managed competition’, namely that the costs China incurs in building out the world’s largest public switched telecommunications network (PSTN) - its target for 2000 is 170 million exchange lines and 120 million subscribers, placing China ahead of the USA, although still with just over 10 telephones per 100 people - are significantly less than conventionally encountered.� This is one of a number of cost and revenue factors reducing China’s reliance upon foreign investment, which is unlikely to rise above 20 per cent of its total expenditure on telecommunications.� 





Managed competition with the foreigners does not mean the MPT has such an easy time of it domestically. Its great rival, the MEI, had no chance to enter the PSTN market against MPT opposition by means of a head-on clash, so the MEI finessed the issue by lobbying the State Council to consider the MEI as a major player in the building of a national information infrastructure, at that time called the Golden Projects. The principal Golden Projects were the Golden Card, a project led by the Peoples’ Bank to build a debit card authentication system (and a related Golden Finance project to build a clearing house system), the Golden Gate or Customs, a project to link customs points through a national electronic data interchange (EDI) system, and the Golden Bridge. The GB was to be a combination of systems integration of the networks of many ministries, such as aerospace, communications, railways and so on, and the construction of an overarching network, mostly of satellite and Vsat communications, to which they could all interconnect. It was to be a medium-speed data network. The JiTong Corporation was established under MEI supervision to build it. Simultaneously the MEI forged an alliance with the railways and energy ministries to back the creation of LianTong, or China Unicom, to build PSTN connections where the MPT could not supply service within one month of a request. That meant most of China. 





Since the State Council’s approvals of  JiTong and Unicom in 1993, the MPT has been fighting a very successful rear-guard action, using all the tricks associated with a dominant company defending their monopoly. Formally, the MPT has separated off its operating arm as China Telecom, responsible for international and long-distance traffic, while the PTAs continue to strengthen their own separate interests in close collaboration with municipal and provincial governments. The south and east coast PTAs are especially profitable organizations, and telecommunications is now recognized as a strategic investment for local governments anxious to attract both domestic and foreign investment. The MPT has to fight to keep these PTAs spinning out of their orbit of control and at the same time bolster its own nationwide influence over the emerging national information infrastructure, including the Internet. At the state level the Leading Group for the Informatization of the Economy has been formed, representing all the various ministries and state commissions who have an interest in the NII. It is now, de facto, the central bargaining arena. And it holds its meetings behind closed doors.





Information as a Threat?


The Internet in China is, as elsewhere, probably the most dynamic part of the national information infrastructure in the sense that it does not appear to require a central driving force. Whereas the golden projects require a determined government push of  resources towards networking - a push that has often met with local resistance from municipalities and provincial governments and the provincial bureaus of state corporations who want to choose their own systems, their suppliers, and their own operations - Internet seems increasingly demand driven. Well over one hundred service providers are in operation across China, most of them still confined to one or a few cities. In fact so many were popping up that the issue of control became important for the Leading Group. It also became important for the MPT, but for slightly different reasons. The Leading Group is charged with responsibility for issues involving national security - including the dangers of viruses - as well as censorship of politically or other unacceptable content and the overall planning of national standards and interconnection and inter-operability. The MPT is primarily concerned that it maintains a leading role in this development which is, in principle, not part of its traditional responsibility except insofar as telephone lines are required for access, and except insofar as Internet telephony becomes a threat to its revenue-generating traffic. 





Much of this is straightforward, but so frequently mis-interpreted. So, for example, in early 1996, the Asian Wall Street Journal (January 22) and Time (January 29: 15) (among others) were able to assert that a moratorium on new Internet subscribers and a requirement for financial information providers, such as Reuters,  to work through Xinhua represented an end to China’s experiment with public access to the information superhighway and an end to real-time information access. (The Asian Wall Street Journal all too quickly linked the intervention to rumours about the death of Deng Xiaoping in late-1994, when widely reported rumours wrought havoc in China’s two stockmarkets and angered the government. Time went on to speculate that Xinhua’s intervention would result in a block on real-time information under which “China cannot hope to sustain a thriving economy.”) But as the Economist Intelligence Unit’s Business China (February 5 1996: 1-3) noted, the case with the Internet was “pretty straightforward. Suppliers of Internet accounts have been ordered to halt sales because capacity is jammed …. as many as 70,000 people are trying to access the Internet through 7,000 accounts only half a year after public access became available.”� Meanwhile, Xinhua executives, aware that Indonesian press agency Antara and Malaysian press agency Bernama have long demanded a cut of revenues from financial information providers, saw an opportunity to increase their revenues, and simply made their move. A new round of bargaining with foreign companies began.





Of course, China, like Singapore� and other countries, wants to control the content of information for as long as they can do it. Unlike Singapore, where sophisticated filtering software is used to identify offensive material, in China censorship is done by the public security bureau identifying unacceptable Web sites and sending blacklists of them to service providers. If mirror sites are set up they have to hunt for them also. It must be a very labour-intensive task. And as international telephone access becomes available to more and more Chinese - teledensity rates in China’s major cities is due to reach 30% to 40% by 2000 - and cheaper -  the MPT dropped its IDD rates by a cumulative 51% during 1997 - there will be little difficulty for Chinese citizens to log on to Internet access points beyond mainland China’s control. If China’s authorities want to clamp down on dissident activity or pornography or organized religion or whatever else�, they do not need to control the Internet to achieve their ends. The lack of an organized civil society in China provides scope enough for police action by the state against dissent, and against such crackdowns there are only limited opportunities to appeal. In China, where  the rule of Party and administrative fiat is more powerful than the rule of law, one future gauge of just how far ‘open access’ to information has gone will be the degree to which China’s leaders feel the need to legitimate to the domestic public such crackdowns. As one China delegate told a seminar in Hong Kong�  “Deng Xiaoping made it clear: freedom of information will be the last frontier of the open door policy.” Just like Singapore, China’s leaders are fully aware they cannot police the sources of information, and increasingly they will not be able to police the access to information, but they can police the public usage of information.


Civil Society and the Internet


The term ‘civil society’ is normally used as a shorthand in contemporary discourse 


to describe the existence of a set of associational relationships through which the cultural, economic and social activities of citizens are in some sense ‘organized’ and through which citizens can exert direct or indirect influence upon political society - the state and the organizations that run the state - by various means. How far China is along the path of developing, or permitting the development, of a civil society is a matter of debate. (See White, Howell and Xiaoyuan, 1997, for a recent assessment and review of the literature.�) What is not beyond doubt is that citizen’s organizations - academic, commercial, cultural, hobbyists, professional, residential, sporting, and so forth - are carefully monitored, often rely upon state funds or resources or personnel or goodwill to survive, and are allowed no independent political role. In this society, the role of information has been strictly regulated. Throughout its struggles Party ideologues have been alert to the propaganda role of information, but equally the Party, as a fighting force, had an historical requirement to have accurate information itself. The Great Leap Forward and the Cultural Revolution, disastrous moments in China’s post-revolutionary history, were black holes for accurate information. Deng’s famous dictum, ‘Seek Truth from the Facts’ puts it plainly enough. Today the Party even has its own Golden Project, the Golden Sea, to network intelligence from the State Information Centre, the State Statistical Bureau, the People’s Bank, the State Security Bureau, and other organs of the state. 





The ultimate legitimacy of the Party, already badly shaken by the killings in Beijing in 1989, must rest upon its commitment and ability to bring economic - and concomitant social - development to China. The leaders of modern China are well aware of that, and well aware that the shift to a ‘socialist market economy’ and state enterprise reform implies the need to access information, especially commercial information, but also information about world events or social trends that can influence markets and market opportunities. Does this mean there is a growing contradiction between information seen as propaganda and information seen as spreading genuine awareness, knowledge and understanding? Yes is the obvious answer, and for as long as the Party grips onto a monopoly of power that contradiction will remain because propaganda is the final bastion of the Party, as Deng knew only too well. But the story is more complex than a simple polarization of propaganda at one end and open access to a free flow of information at the other.� 





The key lies in the Party’s commitment to modernize China, and to strengthen modern China as a global economic, military and political powerhouse. China’s leaders are striving to create a state-capitalist state out of a pre-capitalist nation.� The control of information is no longer an undifferentiated blockade against civil society as it was in the early Maoist era. The state is differentiating levels of access and types of information content, and is doing so not through a blanket proscription on foreign information sources -  as we have seen its ability to do this is, in any case, limited - but by building out its own information access networks and databases of content. China’s strategy is remarkably straightforward, substitute a low-cost local product which is easily controlled for an expensive import which is not. And if the technology to do this is lacking, attract foreign investors to transfer the technology.� 





Internet technology, hardware and software, is easily available and rapidly developing in China, and numerous Web sites are now available for world wide access in both Chinese and English-language versions. How then, will this impact upon civil society? We have no time for predictions of the futurology variety. We find it more useful to place developments such as the Internet within the wider context of forces acting upon citizens, and one of these macro-level forces is the shift in China Ninth Five Year Plan (1996-2000) from an economy fuelled by capital goods development to one fuelled by consumer goods development. The shift was already heralded in the revisions made to the Eighth Five-Year Plan (1990-1995) when the services industry was given a planned annual growth target of over 10 per cent. Of particular importance is the emphasis now given to home ownership. China’s recent building boom had the advantage of being labour-intensive, but the disadvantage of removing land from low-productivity uses to non-productive uses by creating an empty shell of an infrastructure. A journey around many special economic and technology zones reveals uncertain occupancy rates. By encouraging home ownership private savings are mobilized, repair and maintenance costs are defrayed - repair and maintenance are not among China’s strong points - and non-performing bank loans to building contractors are replaced by performing loans to residential and commercial customers.





Consumerism is a comparatively recent phenomena in China, and for that reason all the more potent. It is closely associated with the rise of a more prosperous wage-earning urban working class, a salary-earning middle class on career-ladders, and an increasingly wealthy entrepreneurial class which ranges from farmers and market-gardeners to young MBAs returning home from North America to start-up high-tech businesses, to cafe proprietors and stall-holders offering some variety and spice-of-life to otherwise drab cities, to Party and state officials who see an opportunity to benefit big-time from the disposal of state assets.�  One manifestation of growing consumer wealth is the rise in the number of home computers. Estimates of  total computer sales in China in 1997 are around 3 million units, 50 per cent up on 1996, making China the largest market in Asia, and of these about one-third are locally assembled or produced, up over 90 per cent on 1996. According to the China Daily, 12 February 1997, about 10 per cent of China’s urban families now have a computer at home.� In February 1997 the MPT began promoting telephone lines in major cities bundled with computers and modems. For the MPT the motivation is quite simple: as network expansion eases network congestion, promote network usage and rebalance tariffs away from high installation charges and towards usage; in this way the MPT gains revenue and Unicom, its rival, loses the chance to install the lines. The consumer society emerging in China’s cities is promoting the use of Internet access, while the competition between the MPT and other ministries, especially the MEI - the main stakeholder of Unicom - and the Ministry of Radio, Film and Television (MRFT) which threatens eventually to offer rival services over cable modems, will also drive the market. 





A study by Lingdian Research� in November 1996 suggested that over 300,000 computers with modems are sold each year in China, and that between April - November 1996 around 4 per cent of China’s upper income group (US$120 per month or over) between the ages of 18 years and 60 years in the large and medium-sized cities were using e-mail (but the sample size was just 350).The highest percentage was in Guangzhou, 10.9 per cent. By contrast, 72 per cent of the group had a telephone and 69 per cent a pager. Recent technology, now available in China, allows e-mail to be forwarded to pagers. A word of caution is added in the report, namely that as many as half the respondents may have confused Internet usage with the usage of e-mail on a corporate or government local area network. The highest rates of usage were correlated with income and with high-level managers in non-public enterprises, foreign companies or joint ventures, and government officials. These results accord with intuition, but changes are likely to come rapidly if network operators in China can develop more consumer-focused services. The retarded development of a civil society undoubtedly biases the present focus towards commercial and government usage, and most of the databases currently under development with state funding fall into those categories.� But, as we indicate below, that is changing.





Internet, the NII and the Bargaining Model


The phrase ‘national information infrastructure’ was not quite coined when China unveiled the first of its Golden Projects but, as elsewhere around the world, the convergence of cable TV, computer and telecommunication technologies has raised fundamental policy issues. How should the different regulations - or, in the case of computers, lack of regulations - be revised? How will convergence effect the restructuring of industries and employment? Does convergence mean that all these sectors should be open to foreign direct investment? What role should industrial policy play to foster research and development in these strategic, capital-intensive, but often high-risk, sectors? 





Then, along came the Internet. It crept in between the cracks, so to speak. As networking it was closer to telecoms than computers, but in content and as a language and protocol it was closer to computers than telecoms, and in terms of applications it promises - or threatens - to compete with both telecoms and cable. All three sectors are competing to be the medium through which the Internet is accessed by end-users - through a PC-TV, through a telecom-TV cable with blackbox, through a cable TV modem. Nobody in the industry knows which way will be successful, so each sector forges uneasy alliances with each other to spread the risk and acknowledge the uncertainty. These alliances are commercial bargains between partners. In China it is no different, except that in China the Leading Group for the Informatization of the Economy has the authority to arbitrate and mandate.





At the time of writing China permits four international gateway Internet service providers: the MPT’s ChinaNet,  JiTong’s (MEI) GBNet (Golden Bridge Net), the China Academy of Science’s CASnet and the State Education Commission’s CERnet (China Education and Research Network). In 1993 the State Council issued Document 55 which established “provisional measures” for the liberalization of value added services (VAS). Radio mobile communications services required an MPT licence, but only MPT approvals were required for EDI, e-mail, audiotex, videotex and other information services. Internet falls under this category (e-mail and information service.) Since then two Internet operators have been offer services at national level, CEInet (China Economic Information Network) and COL (China Online), and over one hundred are offering service at provincial and municipal and county and township levels.�  The MPT’s ChinaNet is offering China-US links from Shanghai with US Sprint and from Beijing with MCI. GBNet was constructed over Vsats by JiTong with assistance from UTStarcom backed by Japanese investors, but the databases are principally those of the State Information Centre that has no desire to allow JiTong to operate at the revenue-collecting end. 





Unicom runs a network with the help of the Canadian firm Sparkice, and recently opened a node in Hong Kong. Unicom-Sparkice have also bought a controlling share in Yinhaiwei, a Beijing bulletin board started up by a Chinese entrepreneur, Zhang Shuxin. She teamed up with a Florida-based software house to design a Chinese bulletin-board interface. In Beijing alone there are around two-dozen such bulletin boards, an associational activity that, like cybercafes, appeals to young computer buffs. Other Beijing networks include Netchina Infotech, located in the Beijing International Convention Centre, Eastnet, a co-operative joint venture of the Ministry of Communications, and ICNET (formerly IUOL) which is perhaps the best known Beijing network. An interesting example of a Net which has been very unsuccessful so far is China Internet Corporation (CIC) which was partly owned by the Xinhua News Agency. On its launch from Hong Kong it declared itself a model of a ‘safe’ network. Subscribers would be able to access only sites that were pre-selected by CIC in what was, in effect, an intranet. Not surprising it has few subscribers and few advertisers. This kind of control is proving to be a commercially unattractive. In theory, in China business and residential customers are supposed to register themselves as Internet users when they apply for installation from the local telecoms bureau, but anecdotal evidence suggests this is a formality often honoured in the breach. 





Like all areas of telecommunications in China, foreign ownership or management is not permitted. Foreign companies have to make do with forming joint ventures which revenue-share with the operators in exchange for investment, equipment and management consultancy. It is a system that can work well for smaller companies content with keeping their foot in the door, hoping it will open wider, but it is a bit of a non-starter for multinational telecoms companies with corporate lawyers fretting over lack of business plans and commercial safeguards. This is the grey area in China’s NII development. It is frequently misunderstood by Western companies trying to enter the China market. For example, Prodigy, the American online service provider, in April 1997 went public with the announcement they were about to offer Internet services in Shanghai through a joint venture, Shanghai Prodigy Telecommunications in which they owned 80 per cent and their partners, China North Industries Company, owned 20 per cent. Predictably, Prodigy’s claim was met with an immediate rebuff from the Shanghai authorities. It was not so much that Prodigy failed to realize that revenue-sharing, not ownership or control of the network, alone was permitted, but that they shone a torch in public on foreign involvement in grey area. Further, they broke protocol by making announcements before the Chinese authorities. 





To western sensibilities, grey areas indicate indecision, a lack of clear thinking, and at best represent pregnant pauses before real decisions are taken. It is our contention that these interpretations miss the point. Grey areas arise precisely because in the domestic bargaining process all outcomes have to accommodate a balance of interests, and these shift with the times; and in the international bargaining process grey areas offer the China authorities flexibility in their dealings with foreigners. For example, the flexibility to experiment in ways which avoid precedents, so the experiments can be widened if they work out to the satisfaction of the Chinese side and closed down if they do not. By keeping the ultimate prize, foreign direct investment, just beyond reach, the Chinese are able to keep foreign companies competing to enter the market, offering the China technology, loans and investments. Within the domestic bargaining process, the weaker national players, such as Unicom, and the provincial players, such as the PTAs, have more reasons to welcome foreign investment on equity terms than the MPT, but they are all bound by the rulings of the State Council, the State Planning Commission, the Ministry of Finance and other key bodies. 





In this bargaining process the role of Internet is particularly interesting because, as a VAS, it is one of the areas most likely to be opened to foreign participation in some form or another. In this sense it is a prime candidate for bargaining arenas such as the WTO, but equity involvement in Deng’s “last frontier” is probably a long way off.


Conclusions


China’s policies towards the Internet are the outcome of a multi-layered debate which at the highest levels sees the State Council as the arbiter of various contending interest groups, of which the state security apparatus is just one among many lobbyists within the Party and the state. The powerful MPT, which makes important revenue contributions to the state, has fought a rather successful rear-guard action against new entrants after losing the initiative to the MEI over the Golden Projects and the national information infrastructure. To these players the Internet is essentially a commercial threat and opportunity. Open access to the Internet is not a problem, despite provisional safeguards to bar undesirable content, because there is little opportunity to make public use of political or other sensitive information within civil society. 





The various divisions within China between different ministries, commissions, provincial organizations and non-public organizations are bargained over domestically. Often final decisions are not reached unless and until the issues have reached the agenda of the Leading Group for the Informatization of the Economy. Just getting an item onto the agenda is a lobbying process. Policies formed within this framework are designed to accommodate a broad range of interests, so grey areas in law - including the lack of clearly defined laws - are used to guarantee administrative flexibility. These grey areas also provide flexibility to the authorities in China to bargain with foreign companies and governments, giving  China the ability to ‘manage’ competition between those foreign companies who are most anxious to gain a foothold in the China market. In this context the Internet is especially interesting because it is defined as a value-added service, which makes it a candidate for foreign participation, and is therefore one of the bargaining chips available to China to attract foreign investment. 
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� Quoted on http//www.idg.china.com


� The views of the party and the state are, in Stalinist theory, congruent. However, the bargaining model we advocate in this paper would suggest that the interests of different ministers and commissioners and other state officials in their state positions may well diverge from their interests within the party. Putting it the other way, there seems no reason why they should necessarily and always coincide, especially when major state enterprise reform offers both threats and opportunities to different players. However, we do not pursue this issue further here.


� For a review and critique of these models, see Peter Lovelock and John Ure ‘Telecommunications Policy-Making in China: A Two-Tier Bargaining Model’ (paper submitted to the China Quarterly, Sept. 1997) 


� David Lampton, “A plum for a peach: bargaining, interest and bureaucratic politics in China” in Kenneth Lieberthal and David Lampton (eds), Bureaucracy, Politics and Decision Making in Post-Mao China (Berkeley: University of California Press, 1992), pp. 35-6.


� see Lovelock and Ure above.


� There are certain well attested wisdoms among foreign businesses with experience in China, including that in negotiations you never really know who makes the decision on the Chinese side - it maybe someone who is not even present at the meetings and is not the person who appears to be important in the meetings - and that negotiations end in the West with signatures on an agreement, but in China that is the point when real negotiations start, and they never end. 


� AT&T and Northern Telecom were numbers six and seven, but only after they had lobbied hard to have MFN renewed by the US President and Congress.


� The MEI was keen to win a share of the public switched telecommunications network (PSTN) market after its own markets had shrunk following budget cuts of  its major customer for telecommunications equipment, the Peoples’ Liberation Army (PLA). For more details on China telecommunications, see John Ure ed. 1997 Telecommunications in Asia: Policy, Planning and Development Hongkong University Press. 


� As a rule-of-thumb costs per circuit connected to a subscriber are estimated between US$1,000 - US$1,200. In the case of China costs are likely closer to US$700.


� China is expected to spend US$60 billion over the Ninth Five Year Plan on telecommunications, possibly another US$50 billion on cable and television, and up to US$200 billion overall on national information infrastructure developments, including Internet.


� By mid-1997 the International Telecommunications Union (ITU) was declaring that China was “experiencing an Internet boom” with 19,739 hosts – a growth of 820 percent over the previous year. International Telecommunications Union, Challenges to the Network: Telecoms and the Internet, (Geneva: ITU, 1997).


� But even Singapore has back-peddled. The Singapore Broadcasting Authority (SBA) introduced a new law which “spells out in graphic detail what constitutes pornography and lifts a ban on sites that are antigovernment, leaving existing laws to handle cases of sedition.” Asian Wall Street Journal, 23 October 1997, p.1. Service providers need not police sites themselves, but must block those identified by the SBA.


� The regulations refer to “violation of national laws and policies” and “propaganda about feudalism and superstition” and well as “pornography”. 


� Databases and networks in China: Developments and Prospects, Telecommunications Research Project and Law-on-Line, Mandarin Oriental Hotel, 7 June 1997, Hong Kong. For details of the TRP see http//www.trp.hku.hk. For details of Law-On-Line see http//www.lawhk.hku.hk


� Gordon White, Jude Howell and Shang Xiaoyuan, 1997, In Search of Civil Society, Clarendon Press, Oxford.


� Time’s trite reference to the incompatibility between China sustaining its economic growth and reforms while restricting the free flow of information is rather typical of simplistic thinking. It puts one in mind of Mr Rupert Murdock’s now famous assertion, shortly after taking ownership of Star TV, Asia’s first satellite television broadcast service, that this would be the beginning of the end of China’s totalitarian regime. Open access to a free flow of information would undermine communism. It was indeed the beginning of the end. Not long after Murdock agreed to pull World Service BBC from the Star TV programming in order to placate China and save his commercial interests in that market. China can manage information markets as effectively as it has managed other markets, that is selectively and experimentally. As long as Mr Murdock is willing to be managed Star TV will be allowed to survive in China.


� No understanding of southeast and east Asian development is possible without placing it in the context of nation-state building.


� Cable TV is a good example. From 13 million households in 1990 (out of a potential television-owning population of 250 million households), cable television subscriptions had increased to 45 million by mid-1996 and were forecast to reach 80 million households by the year 2000, making China easily the largest cable TV market in the world. It is cheap, so there is little incentive for the majority of Chinese to pay for expensive satellite equipment to receive non-Chinese programmes. But China has not yet developed multi-media technologies, so this is an area where foreign investment is likely to be welcomed. 


� The phrase ‘one country, two systems’ coined by Deng Xiaoping as a formula for Hong Kong’s return to China, has given rise to the expression ‘one family, two systems’ which arises when one family member keeps a secure but low-paid state job, with accommodation provided, while her or his spouse takes an insecure but well-paid job outside the public sector. 


� Estimates, admittedly controversial, of China’s per capita income based upon purchasing power parity calculations, range from over US$1,000 to nearly US$3,000. See Nicholas Lardy, 1996, China in the World Economy, Institute of International Economics, Washington D.C. (Table 1.3).  As China’s home production share of computers sold rises, this brings them within affordable reach of many urban families. 


� See http//www.redfish.com/USEmbassy-China/sandt/WEBNET.HTM


� More details are available from the Databases and Networks in China conference, see above.


� For a detailed summary of Internet developments in China, see Paul Triola, Peter Lovelock and Kenneth Farrall in China Business Review, December 1996.








