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			Book Presentation: China, Inc. by Ted C. Fishman

			Book Abstract

			In China, Inc., Fishman describes the increasing influence China is having on the worldwide economy. Because China has an enormous labor force willing to work at low wages, its output forces prices down. The low cost of production encourages thousands of businesses to relocate in China, many of which would otherwise be located in America and Europe.

			China’s impact on the global economy, and especially the U.S. economy, is significant and growing. Fishman takes a detailed look at how China is able to accomplish this dominance and what it means for the future of America’s economy and workforce.

			About the Author

			Ted C. Fishman, a former stock market trader, has written essays and reports for The New York Times Magazine, USA Today, Money, Business 2.0 and other publications. His commentaries on international business are heard on PBS International’s Marketplace.

		

	
		
			Summary of China, Inc. (Ted C. Fishman)

			The World Shrinks as China Grows

			China’s population, totaling close to 1.5 billion, represents a huge potential market for American goods. It also represents a huge, inexpensive workforce, and many U.S. companies are outsourcing jobs to China. In 2003, China sold the U.S. $152 billion more in goods than they bought and attracted $53 billion in foreign capital, compared to $40 billion in the U.S.

			Shanghai, China’s first modern city, is a center for global business. More than 5,000 new skyscrapers were constructed there between 1980 and 2004. The average Shanghai income is 10 times higher than elsewhere in China. Property values are exploding.

			By the end of 2003, 14,400 foreign-owned businesses were in Shanghai. Future plans for Shanghai include the world’s tallest building, largest shipyard and fastest train.

			The Revolution against the Communist Revolution

			The Chinese Communist government apparently decided it could not stop the capitalist movement, which began with the issue of private property.

			In 1956, all land and property had been collectivized. Families were separated and moved into dormitories. Land was farmed collectively because larger tracts could be farmed more efficiently. Small businesses were also eliminated as the state controlled all buying and selling of goods. From 1959 to 1960, farmers were permitted to move to cities. They did so in such numbers that by the end of 1960, they were returned back to their farms. Further urban migration was forbidden.

			Collective farms had production goals. In 1978, 18 farmers in Anhui province made a pact. After meeting their production goals, they would divide up their land and sell or barter whatever surplus they could grow. Suddenly, yields from their land increased. Deng Xiaoping approved this privatization move because farmers were still meeting their production quotas. Within a year, most farmers in Anhui province had adopted this system, which became official in 1980, allowing farmers who met their quotas to sell crops for profit.

			When farmers came to the city to sell their surplus crops, city dwellers realized that these farmers were making a lot of money. Farmers then sought ways to invest their profits, forming TVEs - township and village enterprises - which now form one-third of the economy. The economic liberation of farmers triggered their subsequent migration to the cities, where they formed a workforce for the flood of capitalist investors.

			To Make 16 Billion Socks, First Break the Law

			In China’s agricultural areas, farmers use primitive farming methods and many live a subsistence life. Because rural incomes are one-third of urban, hundreds of thousands of farmers are coming to cities for better-paying jobs. This exodus leaves local communities short of funds for local educational and social services. Taxes have increased, but often funds for community improvements are embezzled.

			Because land in China belongs to the state, farmers cannot use farms as collateral. To fund a move to the city, farmers must borrow, usually from village lenders. Principal must be repaid in two or three years. To assure repayment, loans are actually made to family members who remain behind. Families select their most able member to move to the city and earn the money to be sent back to the family.

			An alternate to urban migration is for villagers to start their own small businesses or factories, a practice that began when private businesses were illegal. Beginning in Wenzhou province, small businesses had to navigate a minefield of secrecy and bribes. In time, officials recognized the businesses, partly because they were so successful. “It does not matter if the cat is black or white, so long as it catches mice,” has become the new catch phrase, referring to the failure of the old economics and the success of the new.

			In less than five years, 80,000 families in Wenzhou set up businesses, which had to remain small to avoid legal scrutiny. By 1986, 300,000 workers were employed by private networks. Family companies attached themselves to legitimate state enterprises, finding there a source of state funding and freedom from taxes. These businesses often sold basic household items. Successes were quickly imitated, fostering competition, and some small businesses grew to become national and international. In Zhejiang province, the average wage is 40 cents per hour, but thousands of workers migrate there for jobs. State-owned industries have suffered. From 1998 to 2002, state-owned industries fired 21 million employees, “more than all the Americans who work in manufacturing.”

			China’s Rapid Growth

			Before the Communists came to power, China’s east-coast cities, especially Shanghai, Guangzhou and Shenyang, were home to 90 percent of its industry. After Communism, industry was decentralized. When reforms began under Deng Xiaoping, China turned again to its cities for industry. Shanghai exemplifies the new Chinese attitude.

			Shanghai is a mix of new and old buildings. Many old areas are being destroyed to make room for modern shopping complexes. A move exists to preserve the charm of some older areas and keep some green space. Polluting industries have been eliminated. Shanghai, with five percent of the economy and 10 percent of foreign investment, continues to attract as well as stimulate competition.

			China’s cities are growing rapidly. The skylines of Beijing, Shanghai, Shenzhen and Guangzhou have a futuristic appearance. Shanghai’s high-rise condominiums are in demand and buildings overdeveloped or abandoned in the ‘90s are filling up with renters, some of whom are migrants.

			In 1980, Deng Xiaoping selected a fishing village, Shenzhen, as an experimental center for market capitalism, to be created within a communist framework of “socialism with Chinese characteristics.” Today, Shenzen is a city of 7 million, the fourth largest in China. When Hong Kong changed from a manufacturing to a trade and service center, Hong Kong factories moved to Shenzhen. Rural migrants poured into Shenzhen to work in those factories. Shenzhen also has the advantage of being a port city.

			Young women factory workers outnumber men in Shenzhen, earn an average salary of $72 per month and work 70 hours per week. Older workers of either sex are less employable. The large output of textile factories results in unemployment for mill workers in other countries, where the factories can’t compete. Chinese workers are paid so little that they force worldwide prices down by 42 percent.

			Many young women leave their grueling, underpaid factory jobs to work in Shenzhen’s growing sex industry. Their goal is to return to their home towns with money.

			Beijing, the capital, is having a building boom, enhanced by the coming 2008 Olympics. Some structures which are more than 700 years old will be destroyed to make room for new high rise buildings and shopping malls. This is easily accomplished because the state owns all land.

			China is the world’s largest user of solar power for household use. China’s boom has exceeded its power generating capability and has only 80% of its needed energy, although foreign and domestic industries are building power generation plants.

			Pollution is another result of rapid growth. Seven of the 10 most polluted cities in the world are in China. More than 400,000 die each year from pollution-related causes and clouds of pollution travel as far as the west coast of the U.S. The growing number of cars in China’s cities contributes to the problem. Highway construction is also booming. Highways are built by the government, then leased to private companies as toll roads. In Zhejiang Province, with no government funding for highway construction, the province raised money on the Hong Kong Stock Exchange. The plan is profitable and highway profits fund other provincial social programs. Similar plans are being used to construct water treatment facilities.

			Chairman Mao

			The Communist regime of the ‘50s and ‘60s set out to destroy pests and birds. The destruction of birds upset the balance of nature and resulted in a great famine in 1960, due to crop destruction by locusts and other insects. As many as 30 million Chinese starved. The insects were attacked with insecticides, which also poisoned the land.

			During Mao’s “Great Leap Forward” in the late 1950s, farmers were urged to abandon their farms and produce steel in backyard furnaces. That steel was shoddy and useless and led to an economic decline. Food was rationed and restaurants were scarce and monotonous. After reform, food vendors were the first of the new business people. The rediscovery of the pleasures of food was symbolic of a new way of life.

			Mao is still the most prevalent Chinese icon. His statue greets diners at Hunan restaurants, (his home town). Other remnants of communism are for sale, such as the little red books used for self-examination, moralistic comic books and propaganda posters. In Hong Kong, tailors sell upscale Mao suits, watches with his face and Mao tee shirts.

			Through the Looking Glass

			China imports agricultural products. As the Chinese move away from farms, they no longer grow enough food for the nation and much farmland has been converted to urban centers. Food imports will probably double by 2020, much of it coming from the U.S. American farms average 269 acres; Chinese farms average just 1.2 acres. However, China has created a trade problem with the U.S. Chinese economics and banking practices directly affect American farmers and China’s trade surplus with the U.S. drives down interest rates, including rates farmers pay to borrow money.

			China has raised worldwide demand for mined materials, affecting manufacturers of mining
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