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RENEWAL OF.NORMAL TRADE RELATIONS
WITH CHINA

TUESDAY, JUNE 10, 1997

U.S. SENATE,
- COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 9:04 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. William V.
Roth, Jr. (chairman of the committee) presiding.

Also present: Senators Chafee, Grassley, Murkowski, Gramm,
Moynihan, Baucus, Rockefeller, Graham, Moseley-Braun, Bryan,
and Kerrey.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON FI-
NANCE

The CHAIRMAN. The committee will please be in order.

First of all, I do want to welcome our two very special guests.
Senator Moynihan, I think these are two of the most distinguished
cabinet members. They leave me with pride when I look at their
accomtglishments, their performance. We are, indeed, pleased to
have them here on this most important matter today.

Senator MOYNIHAN. We will make a Democrat out of you yet, Mr.
Chairman. [Laughter].

Senator GRAMM. I doubt it. [Laughter].

The CHAIRMAN. Well, I am pleased to hold this hearing on an
issue so critical to our Nation’s trade and foreign policies, the re-
newal of China’s MFN status, or as I and virtually every other
member of this committee prefer to say, the renewal of normal
trade relations for China.

At the outset, I believe it is imperative that the administration
address this issue at the highest levels possible and make its case
not only through hearings like this, but directly with members who
have concerns over normal trade relations.

The atmosphere surrounding the consideration of China’s normal
trade status this year has become more contentious than ever. A
diverse coalition of interest groups is working hard to defeat Chi-
na’s normal trade status. Certainly the coalition raises valid con-
cerns about China. o

I agree that we cannot passively accept abuses of human rights,
religious persecution, and the proliferation of weapons of mass de-
struction. But I also strongly believe we cannot let the emotions
generated by these issues prevent us from making a clear-headed
assessment of our National interest.

(n
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As I see it, there are five reasons why we must renew China’s
normal trade status. First, it is in America’s strategic interests and
central to any responsible China policy. If we revoke China’s nor-
mal trade status, it will be tantamount to a declaration of economic
war.

We will have chosen the path that cuts us off olitically and eco-
nomically from an emerging global power that ﬁas approximately
one-fifth of the world’s people. "

I am convinced that cutting off economic and political ties will
make this country more belligerent, and less cooperative on critical
geopolitical matters, such as the effort aimed at stabilizing the Ko-
rean Peninsula.

Second, by continuing normal trade relations with China we also
maintain the best environment possible to encourage the reforms
we seek in China. Beijing’s behavior will be influenced positively
by a trade relation that engages China, and one that establishes
economic links of trust and communication.

Third, revoking normal trade relations with China will threaten
hundreds of thousands of American jobs, billions of dollars in
United States exports and investment, and also will be economi-
cally disastrous for the people of Hong Kong.

Some estimates predict as many as 200,000 well-paying, highly-
gkilled U.S. jobs could be lost if MFN were revoked. The economic
devastation that Hong Kong would experience if MFN were re-
voked cannot be overstated.

To paraphrase the recent comments of a Hong Kong official, the
logic of MFN opponents is that if China takes away the political
liberties of the gfong Kong people, the United States will respond
b{ taking away the jobs and economic hopes of the Hong Kong peo-
ple.

I very much hope our colleagues in the House will hold their vote
on normal trade relations before, rather than after, Hong Kong re-
verts to Chinese sovereignty and give Hong Kong a vote of con-
fidence by rejecting any attempt to revoke China’s normal trade
status. .

Fourth, by extending MFN to China we are not awarding them
any favors, privileges, or special access to the U.S. market. We are
simply giving China access to the U.S. market on the same terms
we give virtually every other country in the world.

MFN is a normal, not the exceptional, trading status. In fact, we
extend tariff treatment that is more favorable than MFN to specific
products from over 130 nations under special trade programs and
agreements.

To clarify this matter, I, Senators Moynihan, Chafee, Baucus,
and 15 other colleagues on the Finance Committee have introduced
legislation to replace “MFN” in U.S. trade law with a more apt
term, “normal trade relations.”

Finally, I oppose the withdrawal of China’s normal trade status
because I do not believe it will bring about any of the improve-
ments we all seek in China policy. It has never been adequately ex-
plaineac‘l1 to me how revocation of MFN will advance our China pol-
icy goals.

);\g I said earlier, I believe revocation will just make it more dif-
ficult to attain these goals. This does not mean we are without pol-
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icy options to address our problems with China; more targeted, spe-
cific policy can exist for dealing with China.

For example, we can impose specific trade sanctions if China
fails to honor a trade agreement, and sanctions specified under
U.S. law if China transfers restricted technology, as the adminis-
tration recently did upon discoverina’China provided assistance to
Iran’s chemical weapons program. We can support efforts under-
taken by groups both inside and outside China which are working
hard to achieve greater democracy and freedom in China.

I will close by saying that I believe that Beijing’s normal trade
status should be made permanent in conjunction with China’s ac-
cession to the WTO on commercially viable terms.

We have a number of very distinguished witnesses today, due to
the importance of the China MFN question and the breadth of the
issues we have to consider. I am looking forward to hearing their
testimony. _

So that Ambassador Barshefsky can keep her commitment to tes-
tify later this morning in the House, we will move directly to the
testimony and questioning of the two witnesses on our first panel
after Senator Moynihan’s opening statement.

Senator Moyni.f‘:::l.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S. SENATOR FROM NEW YORK

Senator MOYNIHAN. Thank you, Mr. Chairman.

I have excellent news for the Committee, particularly for our
Chairman, which is, as of today, we have had our first official dip-
l(})lm_atic recognition of “normal trade relations” as the term of
choice. )

Secretary Albright, in her op-ed article in the Washington Post
this morning, “Frank Talk With China,” in her second sentence
states, “Some argue that we should suspend normal trade relations
until Chinese policies,” and so forth. That is a first. I do not see
any turning back from there. We ought to express our thanks.

Just to make a point that you have made and that we all have
to deal with, absent normal trade relations a country’s tariff rela-
tions with us goes back to the Smoot-Hawley tariff of 1930—with
an average tariff rate of 60 percent and a trade-weighted rate of '
perhaps 44 percent for China—something unprecedented in the
world, particularly with a major trading partner.

Thank you, Mr. Chairman. I look forward to the hearing. I know
that you want to proceed directly so we can accommodate Ambas-
sador Barshefsky.

The CHAIRMAN. Thank you, Senator Moynihan.

Madam Secretary, we look forward to your comments.

STATEMENT OF HON. MADELEINE K. ALBRIGHT, SECRETARY
OF STATE, WASHINGTON, DC

Secretary ALBRIGHT. Thank you very much, Mr. Chairman and
members of the committee. I am delighted to be here in the com-
pany of Ambassador Charlene Barshefsky, the U.S. Trade Rep-
resentative, and am very glad to have this opportunity to testi
and answer your questions regarding U.S. policy towards China
and China MFN.
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Senator MOYNIHAN. Whoops!

Secretary ALBRIGHT. Normal trade relations. [Laughter].

It is just sc people know what we are talking about.

Senator GRAMM. Lower her test score.

Secretary ALBRIGHT. I will get to it.

Mr. Chairman, the debate over the Chinese trading status and
the larger debate about United States-China policy is not about
goals, it is about means. Whether you are a human rights raonitor,
a business person, a missionary, a military planner, a Senator, or
Secretary of State, you will want to see a China that is observing
international norms, participating actively and constructively in
the international system and defining its interests in a way that
is compatible with our own.

The question we face, is how best to encourage the evolution of
such a China. Although we have a variety of tools, none is a magic
wand. We have, and will continue to have, serious differences with
China on human rights and other issues.

Some suggest that in response to those differences we should
take the dramatic and confrontational step of severing normal
trade relations. The administration strongly disagrees.

We believe it is more productive to raise our differences with
China within the context of a dialogue that spans the full breadth
of our bilateral relationship. We believe that revoking MFN would
harm America’s strategic interests, and here is why.

First, America and China are working together today in a num-
ber of areas that are important to both. For example, when the
Clinton administration took office in 1993 the United States and
China generally did not see eye-to-eye on nuclear issues and the
Chinese were selling dangerous weapons and technologies without
regard to our concerns or those of others. _

Through our dialogue, we have built a record of general coopera-
tion, agreeing on measures to enhance international nuclear safe-
guards, ban nuclear tests, and make chemical weapons illegal.

China has also accepted in principle, although not yet fully im-
plemented, effective export controls on sensitive technologies.

China has the same interest we do in preventing instability on
the Korean Peninsula. Accordingly, China has been helpful in en-
couraging North Korea to accept the agreed framework under
which that country will dismantle its nuclear program, and has
been supportive of talks aimed at long-term reconciliation between
Seoul and Peong Yang. .

At the U.N. Security Council, China has endorsed or accepted
many actions aimed at resolving international conflicts or bolster-
ing the rule of law. These include peacekeeping missions in the
Balkans, sanctions against Libya and Iraq, and the creation of the
International War Crimes Tribunal.

On economic matters, as Ambassador Barshefsky will describe,
we have made progress in opening China’s markets and we are
moving ahead on efforts to achieve China’s accession to the World
Trade Organization on commercially acceptable terms.

On the environment, the United States and China have devel-
oped a broad agenda for cooperative action that befits the world’s
two largest producers of greenhouse gases.
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For America, the strategic benefits of our dialogue with China
- are significant. Although China has not evolved as thoroughly or
as rapidly as all of us would hope, the overall trend is in the right
direction, towards greater interaction with the world community
and greater acceptance of international norms.

Mr. Chairman, there is a second reason why our current policy
is preferable to revoking MFN. Engagement does not mean en-
dorsement. We do not need to take the drastic step of ending nor-
mal trade relations to demonstrate our concern about specific Chi-
nese policies; we do that now.

As our Trade Representative will discuss, we have available, and
we use, targeted trade sanctions to achieve specific commercial ob-
jectives. We have imposed sanctions against Chinese companies
thatdhave sold chemical weapons-related materials to Iran, as you
noted.

President Clinton has used U.S. naval power to reinforce Ameri-
ca’s commitment to a peaceful solution of differences between Bei- .
jing and Taipei. , _

On human rights, we continue to document Chinese practices in
our annual report. We again supported a resolution on China at
the U.N. Commission on Human Rights, and we have repeatedly
called upon China, both publicly and privately, to respect inter-
nationally recognized standards.

So, Mr. Chairman, our strategic dialogue has advanced American
interests where we and China agree, and revoking MFN is not
needed to show our concern in areas where we do not.

Moreover, severing normal trade relations is such an extreme
step that it would slam into reverse the current trend towards.
greater engagement with China and propel us downhill towards
hostility and confrontation. This would severely damage America’s
strategic interests.

For example, the likelihood of further constructed Chinese ac-
tions toward the Korean Peninsula where 37,000 American troops
are deployed would diminish. We might see a renewal of tension
in the Taiwan Strait.

Our efforts to encourage greater restraint on China’s arms and
arms-relaied exports would be frustrated. China would well use its
veto as a permanent member of the U.N. Security Council to block
initiatives that serve U.S. interests.

Economically, revoking MFN would invite retaliation against our
exports to China, which directly support 170,000 U.S. jobs and it
would add an estimated one-half billion dollars to the cost of prod-
ucts we import.

On human rights, it would likely reduce U.S. influence even fur-
ther. This explains support for continuing MFN from a number of
groups now conducting religious outreach programs in China, and
also from well-known dissidents such as Wang Xizhe, one of the he-
roes of Tiananmen Square. Denial of MFN would also cut the legs
out from under the free-market economy of Hong Kong. :

Mr. Chairman, at the end of this month I will be traveling to
Hong Kong to witness its reversion to Chinese authority. My pur-
pose will be to express American support for the people of Hong
Kong, and for the continuation of their democratic way of life.
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If Congress votes to suspend MFN, I will have no leverage and
very little credibility in conveying that message. To eliminate MFN
is to say to the people of Hong Kong, we do not care about your
economy, your future, or your freedom. Hong Kong’s democratic
leaders are unanimous in asking us to remain engaged with China
and to continue normal trade relations. ~

Finally, Mr. Chairman, we return to the question I asked at the
outset. at U.S. policy has the greatest potential to encourage
China’s evolution as a fullf'-responsible and active participant in
the international system? Clearly, revoking MFN is not.

Just as clearly, a policy of acquiescence in which we fail to make
clear to China our own interests and values is not it. We believe
our current approach is the right one, not because it guarantees in-
stant results which we do not in any case expect, but because it
best suits the reality of the United States-China relationship over
the long term.

The economic and security future of Asia is not a zero sum game.
A China that is integrated economically, that is militarily neither
threatened nor threatening, and that is working with others to
combat shared global problems would serve the interests of all peo-
ple, and a China moving in that direction will be exposed con-
stantly to healthy influences from abroad. We cannot, and do not,
base our policy on assumptions about the future.

The purpose of our policy is to influence as best we can the shape
of that future. Through our strategic dialogue with China, we are
doing that, working together where we can, being honest, even
blunt, about differences where they persist.

To me, the debate in Congress concerning United States-China
olicy is insiructive, not so much for the differences that are aired,
ut for the similarities of sentiment that are revealed.

As Secretary of State, I know that regardless of how the MFN
issue is decided, I can express American support for open markets,
responsible export policies, human rights, and the preservation of
Hong Kong's way og life and know that I will have the full support
of the American people behind me.

I must also agd, however, that it is my judgment as Secretary
of State that I will be far more effective in making that case using
the means of engacement than by denying normal trade relations.

Thank you, Mr. Chairman and members of the committee. I now
will yield the floor to my colleague, Ambassador Barshefsky.

[The prepared statement of Secretary Albright appears in the ap-
endix.]

P The CHAIRMAN. Madam Ambassador, we look forward to your
comments.

STATEMENT OF HON. CHARLENE BARSHEFSKY, U.S. TRADE
REPRESENTATIVE, WASHINGTON, DC

Ambassador BARSHEFSKY. Thank you, Mr. Chairman and mem-
bers of the committee. It is a pleasure to appear before you again.
This is becoming a weekly event, and I enjoy it.

I ap;;:reciate very much this opportunity to discuss the adminis-
tration’s policy toward China, and particularly the trade aspects of
that policy. Our bilateral relationship with China is complex and
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multifaceted, including, as the Secretary has testified, political,
strategic, hun:an rights and trade elements.

President Clinton has implemented a comprehensive policy with
China, one which is based on continued engagement-on the full
range of issues. The reason for that policy is clear: U.S. interests
are best served by a secure, stable, and open China. ;

How China evolves over the next decades will be of profound im-
portance to the American people. The manner in which we engage
China will help determine whether it abides by international
- norms and becomes integrated into the international community, or
whether it becomes an unpredictable and destabilizing presence in
the world. )

We will not achieve China’s full integration into the international
community hy building walls that divide us. The most repressive
periods in inodern Chinese history did not occur in times of open
exchange, they occurred in times of isolation.

While the administration’s policy toward China is one of engage-
ment, let me be clear about what we mean by engagement. As the
Secretarv has said so well, engagement with China does not mean
ignoring our differences. It means actively engaging China to re-
solve our differences and it means protecting our interests when
consultations do not produce results.

The vote on normal trade relations, or MFN, is thus a vote on
how best to protect U.S. interests, it is not an endorsement of Chi-
na’s policies. It does pose, however, a choice: a choice between en-
gaging China and making progress on issues that Americans care
about, or isolating ourselves from China by severing our economic,
and in turn our political, relationship. Our friends and allies, the
global community, will continue to conduct normal trade relations -
with China, displacing U.S. interests and diluting U.S. influence.

Let me turn to the trade aspects of the administration’s policy of
engagement and why continuing normal trade relations is in the
national economic interests of the United States.

I use the term normal trade relations because that is really what
we are talking about. MFN status is a misnomer. MFN tariff treat-
ment is the standard tariff treatment we accord virtually all gov-
emlr{nents. It is this normal treatment that the President’s waiver
seeks.

As I noted, the United States-China relationship is complex. But
trade has played an increasingly central role in that relationship.
Just as we should not make apologies for China, we should not
apologize for our economic interests in China.

The administration has clear goals that it wants to achieve in its
trade policy with China, neither of which would be furthered by
MFN revocation. First and foremost, we continue to pursue actively
market opening initiatives on a broad scale for U.S. goods, services,
and agriculture. —_

U.S. businesses should have access and the necessary protection
for their property in China’s market equivalent to that which
China receives in the United States, especially in light of our trade
deficit with China, due in part to multiple overlapping barriers to
trade. We must see greater balance in our overall trade relation-
ship, with high growth in our exports to China in areas where U.S.
companies maintain a comparative advantage.
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Second, a fundamental principle of our policy has been working
to ensure that China accepts the rule of law as it applies to trade.
That is, ensuring that China’s trade and economic policies are con-
sistent with international trade practices and norms.

Mr. Chairman, neither of these goals will be achieved if MFN is
revoked. Rather, bilateral negotiations and the use of targeted
trade sanctions where necessary have resulted in landmark textiles
and intellectual property rights agreements with China, and in the
1992 Market Access Agreement. Each is based on international
norms and each commits China to a rule of law with respect to that
particular area.

Under the textiles agreements, China’s shipments to the United
States have been reduced, illegal transshipment punished, and for
the first time market access for U.S. textiles and apparel into
China will be possible.

Under the intellectual property rights agreements, China has re-
vamped entirely its administrative and enforcement regimes at
both the central and provincial levels for IPR protection.

It has closed some 40 pirating factories, imposed harsh penalties
against offenders, and provided market access to our sound record-
ing and motion picture industries.

While gerious problems remain, particularly with respect to com-
puter software, important progress has been made. Under the 1992
Market Access Agreement, China has eliminated over 1,000 non-
tariff barriers, made its trade regime more transparent, and low-
ered tariffs. ,

While we have made some limited progress on agricultural mar-
ket access, the use by China of non-scientific sanitary and
phytosanitary barriers to our agricultural trade remains a persist-
ent problem. This must be rectified, but MFN revocation would
only set us back.

Maximizing market access and accelerating the development in
China of the rule of law are also at the heart of our accession nego-
tiations for China’s entry into the WTO. At this juncture, while
China has shown a greater seriousness in the accession talks, it
has yet to put forward acceptable market access offers for goods,
services, and agriculture. We will continue to work with China on
a commercially meaningful protocol of accession, negotiations we
should foster rather than jeopardize were MFN to be revoked.

The effects of MFN revocation, of course, go beyond our current
and future bilateral and multilateral initiatives. MFN revocation
would, as the Secretary has said, cut U.S. exports to China, in-
crease prices to U.S. consumers, and cost jobs in this country. An
added factor this year is the destabilizing effect that MFN revoca-
tion would have on Hong Kong.

We estimate that the revocation of MFN would increase tariffs
on imports from China to a trade-weighted average, as Senator
Moyniﬁan has pointed out, of about 44 percent, from their current
level of about 6 percent. -

Even accounting for changes in trade flows, revocation would re-
sult in U.S. consumers paying approximately $590 million more
each year for low-end goods such as shoes,.clothing, and small ap-
pliances. For manufacturers, the cost of goods made with Chinese
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components would increase, reducing the competitiveness of their
finished products abroad.

If MFN treatment were revoked, China would be likely to retali-
ate against U.S. exports by increasing tariffs, exacerbating a nega-
tive economic situation. U.S. exports to China have nearly quad-
rupled over the past decade.

Those exports support more than 170,000 jobs in the U.S. Jobs
based on goods exports pay 13 to 16 percent more on average than
non-export related jobs. Revoking MFN would jeopardize U.S. ex-
ports and U.S. jobs, thus transferring those opportunities and those
jobs to Europe, Japan, and other competitors.

The situation in Hong Kong this year provides another compel-
ling reason for continuing normal trade relations with China. MFN
revocation would deal Hong Kong a devastating economic blow and
would have a destabilizing effect.

Trade is a particularly important part of the economic life of
Hong Kong. Somewhere between 50 and 70 percent of United
States-China trade is handled through Hong Kong, thus making it
highly dependent on continued normal trade relations between
China and the Unitéd States.

Hong Kong authorities estimate that MFN revocation would
glash its trade volume by $20—30 billion, resulting in the loss of as
many as 85,000 jobs. Hong Kong’s economic strength is one of its
chief assets in ensuring its autonomy and viability. Hong Kong
leaders, including Democrat Party leader Martin Lee, British Gov-
ernor Patten, and Anson Chan, the most senior civil servant, have
spoken out strongly in favor of renewal of MFN. The implication
is clear: bilateral trade between the United States and China en-
couraged by MFN treatment provides needed stability at a time of
dramatic change.

Mr. Chairman and members of the committee, as I noted earlier,
providing MFN tariff treatment is the norm in U.S. trade, not the
exception. In every year since 1980, every U.S. President has sup-
ported extending it. Granting MFN treatment means that China
will receive the same tariff treatment as nearly every other U.S.
trading partner.

We have a long history of providing the same basic level of tariff
treatment to other countries and maintaining normal trade rela-
tions with the global community.

Congress has enacted into our law a presumption that normal
trade relations will exist between us and other countries. Maintain-
ing such relations is vital to a broad array of U.S. interests, as Sec-
retary Albright has said, and maintaining normal trade relations
with China is no less vital.

Thank you. -

The CHAIRMAN. Thank you, Madam Ambassador.

[The prepared statement of Ambassador Barshefsky appears in
the appendix.]

The CHAIRMAN. Madam Secretary, every year we have a fight
over whether or not to renew China normal relations or MFN,
whatever you call it, despite the fact that a majority of Congress,
at least to date, have been supportive of continuing it.
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One alternative to this would be permanent MFN, or normal
trade relations. Under what circumstances would the administra-
tion agree to give China permanent MFN?

Secretary ALBRIGHT. I think, Mr. Chairman, you are quite correct
in stating that this discussion is one that in many ways is a com-
plicating factor in terms of the way we approach our whole rela-
tionship with China. It does raise some very important issues, and
I think that we always welcome the raising of issues.

But I think it is our intention to consult very closely with all of
you aboutt such possibilities as you are discussing, and we would
just like to at this stage say we would like to be involved in con-
sultations widely on the Hill in order to determine whether to move
towards a permanent status.

The CHAIRMAN. There have been concerns voiced recently that
China may take advantage of the fact that our export control laws
are more relaxed for Hong Kong than for China. What steps is the
administration- tdking to ensure that the Chinese do not exploit
this difference in treatment?

Let me ask you this further question. What steps are the admin-
istration taking to ensure that China does not use its recent pur-
chases of super-computers from the United States for the produc-
tion of more sophisticated weapons?

Secretary ALBRIGHT. Let me, first, answer the first part of the
question on Hong Kong. First of all, the way that the Hong Kong
reversion is being set up, it will have a separate Customs area and
we will be monitoring very closely, specifically the transfer, as you
had discussed the possibility. We are going to maintain a highly
disciplined approach in looking at high-tech, dual-use items. So the
way that it is set up is one that allows us to distinguish between
what is going on in Hong Kong and in China.

In terms of the super-computer question, I would like to give you
a fairly full answer on that, because this issue has come up today.
The administration, in 1995, revised its controls on super-comput-
ers, recognizing that super-computers were becoming more power-
ful and increasingly available worldwide.

But, in liberalizing these controls, the administration made spe-
cial provision for licensing super-computers to China, and other
countries of proliferation concern, so as to ensure against sales to
the Chinese military or for any military end use.

As a result, we require licenses in the range of 2,000 to 7,000
MTOPs for military-related sales, and licenses for all computers to
China whose capability is greater and poses a potential national se-
curity risk.

It is true that we are investigating some cases of super-computer
sales to China, and we are looking at additional ways in which we
might be able to provide exporters with more information on enti-
ties of proliferation risk. But we continue to believe that our policy
takes into account the significant changes in computer technology,
while protecting our non-proliferation goals.

The CHAIRMAN. Madam Barshefsky, our growing bilateral trade
deficit with China is, indeed, troubling, particularly in view of the
fact that much of it is due to the numerous trade barriers China
has imposed on U.S. imports.
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My question to you is, what is the administration doing to ad-
dress these barriers, to provide market access, and to open up more
export opportunities in China for U.S. companies?

Ambassador BARSHEFSKY. Let me say, first, Mr. Chairman, that
we should look at what the causes of the trade deficit might be. We
do know that there has been a fairly significant shift of productive
capacity from Japan, Taiwan, Hong Kong, and other Asian nations
to Mainland China.

If we look at a couple of specific examples, we see that, for exam-
ple, in footwear, China’s share of U.S. imports used to be about 9
percent, and the rest of the world’s share was about 50 percent.
Those numbers have virtually flipped. Now China is supplying the
bulk of footwear, with the rest of the world supplying much less
and the Asian nations supplying lesser still.

So we know that there has been a substantial shift and a change
in our trade balances with some of the other Asian countries. Apart
from that, though, it is absolutely vital that we continue the mar-
ket opening efforts that we have begun, through the textiles and
intellectual property rights agreement, the market access memo-
randum of understanding, the best opportunity for comprehensive
market access, and reform of China’s trade regime generally is
through WTO negotiations.

The CHAIRMAN. My time is up, but I will ask one more question.

Those who cite the trade deficit with China as one reason to op-
pose MFN believe that revocation of Most Favored Nation or nor-
- mal trade relations for China will severely curb our imports of Chi-
nese goods and, thus, improve our trade balance. What is your view
of this argument?

Ambassador BARSHEFSKY. First off, certainly there would be a
curb of Chinese imports into the United States. But the unfortu-
nate assumption made in the argument, or presumption of the ar-
gument, is that that means that those products would be produced
or supplied by U.S. manufacturers.

China exports to the United States very low-end goods, low-end
apparel, low-end toys, low-end consumer electronics, goods that we
have been importing from many sources over many, many years.
We would simply be shifting China’s trade imbalance to other na-
tions.

The CHAIRMAN. We are limiting members’ questions to 5 min-
uts.s. Further questions can be submitted in writing any time
today.

Senator Moynihan.

Senator MOYNIHAN. Mr. Chairman, I will just ask one question
of the Secretary, on an aspect of our continued engagement with
China, which you describe as essential, and, absent normal trade
relations, is much less likely to produce results. It is almost a half
a century since the Korean War, the first and last war fought
under United Nations auspices and working in the manner that
the U.N. Charter anticipated.

At one point in the war, China invaded the peninsula. U.S. forces
and Chinese forces were at war for the first time, really, ever. A
half century has gone by, and that war is still on. It is the only
such conflict left in the world. -
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Do you have any feeling about the Chinese view on this matter,
and are we engaged with them? Do you feel that, in the context of
continued normal trade relations, we would have an opportunity to
deal with this anomaly?

Secretary ALBRIGHT. Senator, I think you have, as is characteris-
tic of you, put your finger on a very important point of this discus-
sion. For the most part, as the discussion plays out, people think
that it is a trade-off between human rights and trade policy when,
in truth, the issue that we are looking at here is a strategic rela-
tionship with the growin%l power of China within its region. We
need to keep our eye on that. Chairman Roth spoke about the im-
portance of the strategic relationship. That is the issue here.

While we are talking about trade and human rights, and those
are important from the perspective of the Secretary of State, the
strategic relationship is key. Where it is very pointed is especially
in the area that you are talking about—Korea.

The Chinese have, in fact, been very helpful to us in terms of
dealing with the issue of North Korean potential in the nuclear
area, and have been backing us in terms of the framework agree-
ment. They also are very much a part of where we are heading
with the Koreans, which is to try to get 4-party talks ultimately on
the potential unification of the Korean Peninsula.

Of all of the examples that we have been talking about, their role
in terms of our long-range interests in Korea is very important.
Their strategic relationship on nuclear non-proliferation issues and
on Korea are what we need to keep our eye on. So this is a strate-
gic issue we are talking about, not a trade-off between trade and
human rights.

Senator MOYNIHAN. And do you have some grounds for opti-
mism? You cannot have your post without being optimistic.

Secretary ALBRIGHT. That is true. Well, I think that we have had
some fairly positive discussions in New York as we have moved for-
ward towards 4-party talks. I do remain optimistic, but I also do
not want to get overly optimistic about dates.

Senator MOYNIHAN. Yes.

Secretary ALBRIGHT. But I think that we are moving in that di-
Eiction, and I think we should have some of those talks in the near

ture.

Senator MOYNIHAN. Good. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Gramm.

OPENING STATEMENT OF HON. PHIL GRAMM, A U.S. SENATOR
FROM TEXAS

Senator GRAMM. Mr. Chairman, thank you very much.

I want to thank both of our witnesses for excellent testimony. I
am on their side, so I would like to take most of my time in making
basically an opening statement.

The newest estimates that I have seen from the Heritage Foun-
dation tell us that about 220,000 American jobs are generated by
trade with China, and about 10 percent, or 22,000, of those jobs are
in the State that I represent in Texas.

I am not for normal trade with China because it is good for
China, though it is good for China. I am fundamentally for it be-
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cause it is good for the United States of America and it is good for
my State. It creates jobs, growth, and opportunity in my State.

Also, the flip side, which is seldom discussed in the politics of
trade, it expands consumer choice in America, it lowers prices for
consumer goods, and it raises living standards in America.

I have never been impressed by protectionist arguments, so let
me address the isolation and the political argument. I think there
are circumstances where, as a matter of foreign policy, we might
want to try to isolate a nation. But I do not think you can isolate
a billion people. I do not think you can isolate a country that réally
represents the only country in the world that has the potential of
being our rival in the 21st century.

So, I do not see isolation as an option. If isolation really produced
reform, North Korea would be utopia. It is hard for me to believe
the people who are making the argument for isolation in the name
of reform are serious.

Basically, if we want reform we want more freedom. What is
clearly happening in China, is that China, very wisely, is expand-
ing etﬁmomic freedom because that is the key to their economic
growth,

Now, I do not doubt that those who run a repressive government
in China would like to have economic freedom without its corollary, -
political freedom. But in wanting that, they are hoping for some-
thing that has never, ever existed. Nor do I believe you can pre-
serve political freedom while being oppressive economically. I guess
I would have to say that I view freedom as being like pregnancy,
you cannot have a little of it.

So I support trading with China because it is in our interests,
but I also support it because I believe that their economic liberal-
ization is unleashing a thirst for freedom that cannot, and will not,
be suppressed. Ultimately, China cannot have economic growth and
political repression.

In the end, I believe that our current policy and China’s economic
liberalization will ultimately change their political system and in
the process will lift the very repression that those who oppose MFN
are claiming to want.

But I would say, and I do throw this out as a question in conclu-
sion, I think it is bad policy that we are undertaking here where
we vote on this every year. I am sure everybody here will recall
that in the last year ofy the Bush administration, he was forced to
veto a bill that would have ended normal trade relations with
China. And I do not doubt that there are some people who voted
for that bill for political reasons; perhaps the same thing is starting
to happen now. .

The problem with it is, when people cast these political votes
they then find it difficult to come back when they are shooting with
real bullets. If we can find some way to end this policy where we
have to vote every year on normal trade relations, it seems to me
that we eliminate the potential that each year, or as elections occur
and different parties are in the White House, we get more and
more people who have staked out the wrong position. Ultimately,
it is going to put us in a position of really jeopardizing trade.

If we could come up with a way of ending this process and grant,
as a permanent status, normal trade relations where the vote
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would always be on revoking those trade relations and that would
be an extraordinary event, I think we could benefit ourselves
greatly and eliminate the risk of what could be a virtually economic
insane policy.

I would like to throw that open to both of our witnesses to get
their response.

Secretary ALBRIGHT. Let me just start on that. First of all, thank
you very much for that statement, Senator Gramm, because I think
that you capsulated the points very clearly about the importance
of having these normal trade relations.

I agree with you in the way that you describe the effects of isola-
tion on China. Also, I would like to say, and this goes with your
real question, is I do think it is important to raise our concerns
about Chinese behavior.

We would do that whether there was this annual debate or not,
because Chinese behavior does concern us. It does concern us in
the human rights area, it does concern us in terms of non-prolifera-
tion issues, and it obviously concerns us in the kinds of important
issues that Ambassador Barshefsky was talking about, of opening
access to their markets.

But I do not think it is necessary, always, to have this kind of
a debate that undercuts the strategic value of our relationship.
But, as I have said, any grant of MFN permanently- would require
a change in the legislation and, therefore, does require extensive
consultation with a%-i of you. I think that it is important for us to
hear what you are saying on this subject now.

Ambassador BARSHEFSKY. I do not have anything to add to that.
Thank you.

Senator GRAMM. Mr. Chairman, I would like to put a more
lengthy statement in the record.

The CHAIRMAN. Without objection,

{'I(‘i}}e ]prepared statement of Senator Gramm appears in the ap-
pendix.

The CHAIRMAN. Senator Baucus.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAucuS. Thank you, Mr. Chairman.

First, Madam Secretary, I want to compliment you on your
speech at Harvard. It was very bold, it was forthright, it was a
statement that should be made. '

Second, I am very impressed with, and very much agree with,
the American strategic policy in Asia.

I w:ix{s in Korea, North Korea, China, Hong Kong 2 weeks ago for
1 week.

I was very impressed with our military forces on the peninsula
in Korea, and generally with American foreign policy. I think our
strategic goal in trying to establish stability in that part of the
world is working, in the main, quite well, and I compliment the ad-
ministration. )

My main point, though, is to follow up a little bit on the points
of Senator Gramm. This is really a nutty debate that we are hav-
ing here. It does not make any sense whatsoever. We obviously
should extend MFN to China. This annual debate, I think is de-
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ghr?ctive. It undermines our ability to “engage” properly with
na.

We do not have this debate with any other country. What would
happen, for example, if we had an annual debate on whether to ex-
tend MFN to Japan, or an annual debate on whether to extend
MFN to France, or to Germany, or Italy, or any other country?

We would come up with all kinds of reasons why we have prob-
lems with those countries. Everybody under the sun would come
before the Congress and introduce his resolutions limiting or condi-

- tioning MFN, and whatnot.

So my real question is, and it is really Senator Gramm'’s ques-
tion, in a sense, is how do we get this issue behind us so that we
are dealing with real issues with China, not with MFN?

I have two suggestions. No. 1, is that we do grant permanent
MFN once China enters the WTO on commercially acceptable prin-
ciples. That is only fair, because if China does become a member
of the WTO, then it’s only fair that we have the same trading rela-
%i‘?'lr‘xg with China as we do with every other country that is in the

But beyond that, I urge the administration—in addition to your-
selves, I am talking about the President and Vice President—to be-
come more deeply involved in our strategic trade policy for the rest
of this year and into the rest of this century. !

I am worried, frankly, that fast track is slowing down. It is not
that fast. I am worried that the administration, perhaps, is getting
a little sidetracked, or perhaps the Chinese are too, about alleged
campaign violations. I think if there is any truth to those allega-
tions, they could be handled separately and delinked, not in context
%VfVIv‘v(l)lether we have MFN with China and not in the context of the

There are precedents. For example, I think some years ago peo-
ple from India were giving campaign contributions in violation .of
the law, and those people were summarily prosecuted. I think, if
I recall correctly, an ambassador was dismissed. But we dealt with
it separately from trading issues or other issues that we had with
India. They were delinked.

I do fear that if we do not step up to the plate here as a country
and the President and Vice President themselves get more en-
gaged, that we are going to slip, we Americans, with respect to
other countries in Asia. When I was over there I heard constantly
that other countries are much more active than we Americans. We
Americans are liked in China, but other countries are much more
active.

If we are going to be No. 1 in the world, and we want to be, as
Americans, I think it is critical that we find a way to extend MFN
here with as few votes as possible. Because it is stupid, in my judg-
ment, not to extend MFN if you stop and think about it for any
length of time at all.

Then to try to work with China on a mutually acceptable basis
to try to get China really into the WTO on time, so President Jian
Zemin can come over here and we can grant permanent WTO, an
maybe start working on fast track.

But I am very concerned that we are slipping and we are talking
around the edges here, to a great degree, rather than getting to the
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heart of the matter and getting on with it. I would just urge you
to get on with it.

cretary ALBRIGHT. Let me just take up the latter part of your
point, and let Ambassador Barshefsky address the first.

On the issue of, generally, our relationships with Asia, I know
it might have seemed symbolic, but I think it was an important
symbol that on my first trip abroad I made it a point of going to
Europe and Asia, simultaneously, almost, in order to show the
equal importance of the regions to American foreign policy.

We are pursuing that tack, in terms of making sure that it is
clear that we are a Pacific Nation as well as an Atlantic Nation,
that we have broad, not only trade interests, but strategic interests
in the region, and also, Senator, that we are progressing on a road
map that we have in terms of elaborating and enlarging our rela-
tionship with the Chinese across the board in terms of military to
military contacts, moving in terms of meetings that we are having
at higher and higher levels, and, in fact, making clear that our re-
lationship with a country that now has 1.2 billion people, and will
have more, is essential in terms of our looking at all regional stra-
tegic stability. We will obviously be talking about this a great deal
more.

Ambassador BARSHEFSKY. Senator, may I just say that I do not
think that what you see in the current discussion is actually, as
you said, sort of talking around the edges. I think what you are
seeing is an evolution in thinking on the part of many people with
respect to the best way in which to conduct a strategic trade rela-
tionship and a strategic overall relationship with China.

There has been a lot of evolution, I think, in the thinking of
many, many people. First, that the MFN debate that we have tends
to be corrosive of the relationship. I think there is a more wide-
spread feeling that that may be the case.

Second, that we should not have a single issue relationship with

. China, but that we should work to ensure that the broad array of
interests that we have with China, whether human rights, non-pro-
liferation, trade, other matters, can be fully and effectively ad-
dressed. That suggests in and of itself a more strategic way of
thinking about China.

Third, I think there is a growing consensus that, without helping
.China to develop notions of the rule of law, we will not make, long
term, the kind of progress that we would like to see with respect
to the broader strategic relationship or with respect to China’s ad-
herence to individual commitments, whether with respect to non-
proliferation, human rights, or trade.

On the trade side, of course, the WTO negotiations embody many
of these aspects. It would place the trade relationship on a predict-
able footing. It would provide a rule of law basis on which to judge
China’s actions in the commercial field, and it would bring China
into a global trading community that would, to be frank, discipline
many of China’s current practices. -

Senator BAucus. Yes. I agree with your policy.-I am just suggest-
ing that the President himself get more directly involved so we can
get there more quickly. That is what I meant when I said talking
around the edges.
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Ambassador BARSHEFSKY. Certainly the President will be more
directly involved.

May I add one footnote on fast track, since ﬂou raised fast track.
That is, fast track is on a fast track. We will be proceeding in con-
sultations with the committee on developing the bill, and we will
introduce that bill in the fall. )

Senator BAUCUS. So how far away is the end?

Ambassador BARSHEFSKY. The end is 1997.

- Senator BAucus. All right. Thank you.

The CHAIRMAN. Senator Rockefeller.

OPENING STATEMENT OF HON. JOHN D. ROCKEFELLER 1V,
A U.S. SENATOR FROM WEST VIRGINIA

Senator ROCKEFELLER. Thank you, Mr. Chairman. 1 welcome
both our witnesses.

We have had, obviously, as a country just an overwhelming fas-
cinating with China. I know that Senator Moynihan and others will
remember Teddy White's book in 1937, I think it was, called Thun-
der Out of China. It was sort of the whole process of how we did
not at all understand what was going on in C%ina at that time.

But, because there has always been this very good relationship
in terms of our relationship with them, a feeling back and forth,
we have had this feeling that we can manipulate or bend China’s
internal habits to our own instincts. That is a little bit like Chris-
tians trying to reconvert the Japanese. They have been at it for 400
years and there are still less than one-half of 1 percent. I mean,
these are not the same kinds of countries that we deal with.

China has a 5,000-year history. It has never for a single day of
that period had a democracy. There is no concept of it. It was feu-
dal lords, it was emperors, empresses. It is just very different.

You, yourself, Madam Secretary, pointed out their usefulness in
Korea, and also in Cambodia. It seems to me that we have to face
the fact that what we are doing here is discussing whether or not
to do a truly negative thing.

In other words, we are not saying are we going to give MFN to
China, we are going to say, are we going to reject the President’s
request for his granting again. If we were to reject that, that would
be a highly negative thing.

Now, I think you have to sort of take China where it is right
now. At least, this is my own view. It is a country with a history
500 times longer than our own, one which is through little things
called satellite dishes, throu%h certain provinces on the Eastern
coast is awakening dramatically to the whole question of economic
capacity. If you look at what is happening in Taiwan, and then
imagine what will be happening in China, PRC, it is an extraor-
dinary thought.

It also occurs to me that if we were to reject the President’s re-
quest, then we would be saying to China, we look at you as we look
at Cuba, we look at you as we look at Laos, we look at you as we
look at North Korea, we look at you as we look at Serbia Montene-
gro(i et cetera. That, I think, would be an extremely damaging thing
to do.

I just want to say that I think that the real question for each
of you is a question of, how do you maximize the leverage that you
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need, to whatever extent America can influence trade relations, to
whatever extent we can influence the diminution of repression of
protests in China.

Your own State Department report says that there really is not
any of that allowed now. We understand that. There never really
has been. It was tried at Tiananmen Square, with terrible results.
But that does not mean that China cannot evolve.

I think the great equalizer in the way countries change is what
happens to their economy and the way their people have a sense
of their own future. If they have a sense of their own future which
is positive, and if the younger generation of government leaders
coming up in China who are going to be over the next 10 years
gradually taking over, more practical people, it seems to me that
represents our best hope for leverage.

Therefore, to take away your leverage, as you say, to send you
to Hong Kong and having rejected the President’s request, rejected
MFN for China, would be no favor either to ourselves or to you. If
foreign policy, which is today more and more foreign economic pol-
icy as well as foreign diplomatic and political policy, it seems the
best thing we can do is send you with this MFN well intact.

I think I also would be inclined to think it should be there on
a permanent basis, simply because I think that inconsistency is the
enemy of sort of the continuity that y.u are trying to build, each
of you in your own way, with China.

So I think I would just say that, and then add one more thing
for Ambassador Barshefsky on fast track. That is, there are, I
think, at least two bills. Now, that is not related to MFN, I under-
stand it, but you have been discussing it.

There are at least two bills, I believe, in the Senate now which
specifically ban the phrase “or appropriate.” They include the word
“necessary” in fast track, but not “or appropriate.”

It is amazing how many people do not know about the impor-
tance of the words “or appropriate” and how that relates to your
ability, in terms of section 337, intellectual property circumvention,
antidumping, all kinds of other areas.

So I would just point that out to you and to the committee, that
I think having our colleagues understand the importance of the
words “or- appropriate” is part of the overall leverage that we are
talking about. It is like the 7th Fleet. That is part of our leverage,
and so is trade, the ability to sanction and to go back and forth on
those. All of these are forms of leverage. And I think a form of le-
verage, frankly, which will be positive but very slow in coming and
not perfect, is continuation of MFN.

I thank the Chairman.

The CHAIRMAN. Senator Grassley.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY,
: A U.S. SENATOR FROM IOWA

Senator GRASSLEY. Thank you, Mr. Chairman.

I know that each of our witnesses would expect me to say that
the stakes are very high in this debate for agriculture because it
is quite obvious that China is either going to be our biggest com-
petitor or our biggest market.
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But I also think that the stakes are very, very high for every-
body, on every issue, not only for us, but for the world. I think com-
ity among nations, besides the economic issues that are involved
it is not only a question of comity between the United States and
China, but this relationship is %oing to have an impact on our rela-
tionships with a large section of the world, particularly in Asia.

It is not something that we can be namby-pamby about. We have
got to look at this straight on. A policy of’y isolationism is going to
not work with China. It might work with some countries, but it is
not going to work with China.

It seems to me that, through trade, we are going to promote not
only our liberal political philosophies, but also our economic policies
of free enterprise. Our belief that these raise the standard of living
through the United States and throughout the world has got to
apply to the Chinese people as well. I think we have seen that pol-
icy already paying dividends.

As that standard of living in China has been raised, it is just
going to open up opportunities for trade that are beyond even the

ossibility of belief today. At least, that is what I believe the future
olds for us on this issue.

I believe that not only the United States is better off, but even
the Chinese people are better off and the world is better off as a
whole as we strengthen our relationships with other countries
through trade. So, revoking this tool of normal trading relations is
a very blunt and ineffective way of making our points with the Chi-
nese.

I applaud what we have done to be tough with the Chinese when
we need to be, but we have done it with a rifle shot approach in
each instance, not with a shotgun approach that would be the case
if we were to revoke normal trading relations.

We have problems with the Chinese. Well, we have opportunities
and forums to deal with those. Right now, what we are doing
through the World Trade Organization debate and the conditions
on which they come are the way of developing open markets and
transparency, and also the balance of trade issues, and all of the
things that even involve agriculture.

So I think that is a better forum. It is a legitimate forum. It is
a forum where we do not have to worry about the Chinese if they
do not %it everything the way they want it, turning inwardly.

But this is a condition we have had and a relationship we have
had with them now, I think, for 16 years and it is doing some good,
I think, economically, a miraculous amount of good, not only for
our country but for theirs. We can continue to improve the political
and economic environment relationships with China in the process.

If I could, I would like to ask the first question of Ms. Barshefsk
on the point that you made, I think, of hundreds of millions of dol-
lars, that if we revoke normal trading relations with China that we
are going to have higher prices for our consumers, particularly for
clothes and shoes. .

So let me ask, from an economic point, of the good to the Amer-
ican consumer. If that does happen, is that not going to fall hardest
on the lower income people within our country?

Ambassador BARSHEFSKY. Yes, Senator. It is our estimate that,
given the quality of the Chinese merchandise that comes in and its



20

general price level, that revocation of MFN would fall most hardest
on economically less advantaged people in the United States.

Senator GRASSLEY. And you have already discussed that our
trade deficit with China should be addressed at the WTO negotia-
tions and not by revoking normal trade relations. So maybe you
could give us an update. To what extent can we reverse the direc-
tion of our deficit then during these negotiations, or maybe the ex-
tent to which you are committed to doing that through these nego-
tiations?

Ambassador BARSHEFSKY. Certainly we have to be committed to
seeing substantial improvement in the bilateral balances through
bilateral market access opening efforts, as well as through WTO ac-
cession.

Thus far, China has demonstrated an increased seriousness in
the talks. It has come forward with better offers than in the past,
though clearly still unacceptable to us with respect to goods, serv-
ices, and agriculture.

We have made some progress on the rules side of the equation,
that any accession necessitates not only market access, but also ad-
herence to the full range of WTO rules. Here, China has been
somewhat more forthcoming. We will be meeting with the Chinese
bilaterally next week, we will be meeting with them in Geneva in
July, and we would hope to prod them to make further significant
progress in the talks.

Senator GRASSLEY. Thank you.

The CHAIRMAN. Senator Graham.

Senator GRAHAM. Thank you, Mr. Chairman. :

I, too, wish to applaud our two witnesses for their very helpful
testimony.

Madam Secretary, in your column that appeared in this morn-
ing’s Washington Post, you have the sentence, “Whether our par-
ticular interest in China is diplomatic, security, commercial, or hu-
manitarian, our overriding objective is to encourage in China full
respect for the rule of law.”

Implicit in that sentence is the feeling that we have some capac-
ity to encourage China towards that recognition and respect of the
rule of law. Your testimony today has ur%ed that we put aside the
issue of normal trade relations as one of the factors in the influenc-
ing of China towards the objective of rule of law.

I would like to ask, therefore, a couple of questions. First, what
are the other items that are within our portfolio to influence China
towards the full respect for the rule of law?

Second, looking at this chronologically, do you believe that our
capacity to use that portfolio of influences is greater, less, or about
the same today than it was 10 years ago, and what are the pros-
pects of our ability to influence China towards the rule of law 10
. years into the future? .

Secretary ALBRIGHT. Scnator, let me say first of all, that I think
there are a number of tools that countries have to influence the be-
havior of other countries. They are different, I think, at different
(sitages for each of the countries. That is what we are all paid to

0.
I believe that actually there is a close connection between having
normal trade relations with China and also encouraging the rule
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of law, because what we are finding is that there is legislation or
patterns of conduct that are necessary when carrying on trade rela-
tions that encourage the rule of law, whether it be in having mors-
organized investment relations or issues to do with any number of
the issues that my colleague works on that require a legal basis.

We are pressing this alco, for instance, in the former Soviet
Union, or in the New Independent States, their investment treaties
and tax legislation, that does create within a country a basis for
recognizing the importance of the rule of law. So there is kind of
incremental understanding of the necessity of rule of law in order
to carry on normal relations. .

Also, there are a number of other tools that we have, specifically
in the human rights area, where we raise the issues that concern
us in a number of ways at the United Nations, also in bilateral re-
lationships, and where we are fpressing the Chinese to become a
part of the international rule of law by signing on to the Human
Rights Covenants.

We also are, in fact, looking at ways to increase the amount of
freedom of expression. We are looking at the possibility of addi-
tional funding for Radio Free Asia that would allow us to talk with
fhem more, or with the people, about the importance of the rule of
aw.

In fact, funding, specifically, would enable us to work with the
Chinese on expanding the rule of law.

You asked the question about 10 years. I happen to think that
basically we have much greater influence if we can, in fact, engage
with them to kind of perpetuate our ideas and seed our ideas there
in terms of the importance of the rule of law. o

Therefore, while China, in fact, is becoming more powerful, I
would say that our influence with them will increase geometrically
with our engagement with them. We are less likely to have an in-
fluence on them at all if we do not engage and talk.

But, as I said in my remarks, engagement is not endorsement.
Therefore, by engaging and having a dialogue we are more likely
to be able to get our ideas about the rule of law across.

Senator GRAHAM. Ambassador Barshefsky, one of the areas of in-
fluence over China is in attempting to resolve some of our specific
outstanding disputes. Just to mention two, in 1992 there was a
memorandum of understanding on market access for agricultural
products which has largely gone unrealized. )

China, in 1958, became a member of what is referred to as the
New York Convention relative to the use of arbitration as a means
at resolving commercial disputes. There are now a series of those
arbitration awards, which China has refused to recognize.

How do you see us using our influence, other than that which is
contained in the denial of Most Favored Nation in order to facili-
tate the resolution of these and other existing commercial disputes
with China.

Ambassador BARSHEFSKY. With respect, Senator, to the disputes
on agriculture, I indicated in my testimony that China continues
to use non-scientific sanitary and phytosanitary standards as a
means of keeping many of our agricultural commodities out.

We have made some progress with China in selected areas, cher-
ries, apples, most recently in grapes just 2 weeks ago, poultry, sev-
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. eral other areas. Of course, China is a major purchaser of U.S.
wheat—though not Pacific Northwest wheat—U.S. wheat, cotton,
coarse grains, and so on.

The areas most heavily impacted by its non-scientific sanitary
and phytosanitary restrictions are citrus, as well as Pacific North-
west wheat, and some of the stone fruits. We are working with
China on those. China understands that it will need to resolve agri-
cultural trade issues in order to be a member of the WTO.

With respect to this question of the enforceability of arbitral
awards in China, this is a persistent and continuing problem. Our
embassy in Beijing has been actively engaged on these issues, and
we will continue to press the Chinese. :

May I add one other point with respect to your question to the
Secretary when you talked about means of influencing the develop-
ment of rule of law in China. When we did the intellectual propert
rights agreements, one of our goals was, in fact, to remedy inad-
equate access to China’s court system with respect to intellectual
property violations.

Included in that were, first off, the question of uniform filing
fees, the payment to get into a court; second, the evidentiary rules
that would apply; third, the need to make decisions coming out of
the case; and then fourth, the imposition of fines or criminal pen-
alties for persistent violators.

We worked out rules with China in each of these areas, not only
because we needed with them to an effective IPR enforcement re-
gime, but also because better understanding by China of the way
in which judicial systems operate in most countries will enhance
the rule of law over a broader spectrum of issues than simply intel-
lectual property rights.

The CHAIRMAN. Senator Murkowski.

OPENING STATEMENT OF HON. FRANK H. MURKOWSKI,
A U.S. SENATOR FROM ALASKA

Senator MURKOWSKI. Thank you, Mr. Chairman.

I, too, want to greet our Secretary of State and our U.S. Trade
Representative.

It would be probably inappropriate, and I will not do it, Mr.
Chairman, to mention to Secretary of State Albright the continuing
concern I have regarding the Canadian-Alaska Pacific Northwest
salmon treaty and the problems we have had with Canadian ac-
tions.”

Further, the outstanding $287,000 that the State Department

aid the Canadian Government 3 years ago to release Alaska-
gound fisherman that were in transit, and that is still an outstand-
ing item, as the Secretary knows. -

o I will not bring that up, Mr. Chairman, because we are here
today for the annual spring ritual of renewing China’s Most Fa-
vored Nation status, or, more accurately, normal trading status.
But I would predict, Mr. Chairman, that we will in the end retain
trading relationships with one of the world’s largest emerging eco-
nomic powers.

Of course, much has been written about the debate over MFN,
including whether fundamental change has actually occurred, and
whether there are alternative paths. Do we choose engagement,



23 -

striving to bring China into the international community on terms
we support, or the other alternative, which appears to be isolation,
allowing China to enter the international arena on terms beyond
our control. ‘

Which path will achieve the goals we want and help the people
of China, the people we really want to help? I think the answer is
obvious to all of.us. I think MFN should be renewed uncondition-
ally, not because it is a reward to the government of China, but be-
cause revocation of Most Favored Nation status hurts the very peo-
ple that we want to help. )

We have many concerns with China, ranging from the treatment
of dissidents and Christians, weapons proliferation, and I could go
on and on, but severing economic ties is not the right tool to ad-
dress these issues. I think revoking Most Favored Nation status
only succeeds in hurting Americans, hurting reformers, and hurt-
ing the people of Hong Kong and Taiwan, which leads me to two
questions, -

I have the honor of leading the Senate delegation to Hong Kon
for the transfer from Great Britain to the PRC on the 30th. I note
today—I must admit, in full disclosure, I did not note it, but it was
provided to me—from the Los Angeles Times, June 10. “Washing-
ton Secretary of State Madeleine Albright would boycott, if invited
to the installation July 1 of the new Hong Kong legislature, offi-
cials said Monday.” To attend, “would not be appropriate,” the
State Department’s Nicholas Brown said, because Hong Kong al-
reai\dy had a perfectly good legislative group elected under British
rule.

My question, Madam Secretary, is it likely that you will not be
invited?

" Secretary ALBRIGHT. Well, first of all, can I answer your question
that you did not ask?

Senator MURKOWSKI. Sure.

Secretary ALBRIGHT. Let me say that the issue of the salmon is
something that has been on my mind, as well as the breakdown in
terms of the negotiations. In the last couple of weeks I have been
on the phone several times with Foreign Minister Axworthy on this
subject, trying to make sure that the negotiations can resume so
the stakeholders can have some of their issues dealt with. So on
this non-issue we will continue to have a non-discussion.

Senator MURKOWSKI. Thank you for that assurance. [Laughter.]

That gives you a little more time on the other one.

Secretary ALBRIGHT. Let me say on the issue of Hong Kong, I
had decided some time ago that I would accept the British invita-
tion to go to witness the reversion of Hong Kong to the Chinese,
but I have decided that, if invited at this moment to go to, a condi-
tioned hypothetical installation of the non-elected legislative coun-
cil, I personally would not attend and it is important for us to
make clear that we, at a high level, do not endorse what they are
doing.

Besides, it is going to be at 1:30 at night, so we can talk more
abolllﬂ: what I think your intentions are and how we can work to-

ether.
d Senator MURKOWSKI. Well, thank you. I do not know whether the
members of the Senate delegation that I am going to lead are going



24

to be up at that time, but I assume we are likely to follow your
lead. You are telling us you are not a late-night person on that par-
ticular night. .

Secretary ALBRIGHT. On that particular night.

Senator MURKOWSKI. I got the message. [Laughter.] -
The last question relative to MFN, is we talk about hurting the
reformers and the people of Hong Kong and Taiwan. What effect
do you think actions in Taiwan prior to the transfer in Hong Kong
will have on China-Taiwan relations, recognizing the so-called rally
which is going to be held in Taipei on the 28th of June? I believe

the rallying cry is, “Just Say Noto China.”

Secretary ALBRIGHT. Well, I think that here it is important from
the American perspective to keep this all separated. I think that
from our perspective we would like to make sure that the Hong
Kong way of life is preserved.

It is a point that we are making over and over again to the Chi-
nese in a variety of settings. We will continue to do that. That,
frankly, is also one of the purposes of my going in the first place,
to maé:e clear how important it is to us that the way of life be pre-
served.

I think that it is essential that the United States keep very clear
track of this. I do not particularly want to comment on how the
peo;ﬁe of Taiwan are looking at this; they have their own agenda
on this.

But the U.S. agenda here is to make sure that the reversion is
such that it does, in fact, preserve the way of life of Hong Kong
and that the very important trading relationships that we have
with Hong Kong continue to be preserved, and that the Chinese
recognize, as they have, the right for us to have a consulate there
and the CHP visits continue. Those are the issues that are of con-
cern to us.

Senator MURKOWSKI. And you will just watch the 28th dem-
onstrations in Taiwan relative to Just Say No to China.

Secretary ALBRIGHT. Yes. )

Senator MURKOWSKI. Thank you very much.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Kerrey.

Senator KERREY. Thank you, Mr. Chairman.

Madam Secretary, my phone has been ringing a lot on China,
and most of the calls are coming in urging me not to support MFN,
and most of the calls have some sort of script that they are reading,
and they are very much concerned about human rights. That is the
dominant concern. I must say, I very much appreciate the in-
creased attention that people in my State are paying to human
rights.

My State benefits enormously from trade with China. I know
that in your testimony you say that our policy has not failed, at
least in that regard. Can you help me with what you think I should
be saying to people in Nebraska when they call up and talk to me
about how our trade policies, if not our overall policies, with China
have not resulted in improvement in their treatment to their own
citizens?
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Secretary ALBRIGHT. Well, first of all, I think, Senator, that it is
very important for your constituents and other Americans to under-
stand what this debate is about. It is about whether to have nor-
mal trading relations with a country that has 1.2 billion people and
that is imgortant to the United States for strategic reasons.

This debatie, to a great extent, comes down in the popular media
to a discussion of trade versus human rights, and that is not what
this ought to be about. It ought to be about what our relationship
with this huge, and potentially powerful, country should be. Strate- -
gically, they have been useful and important to us in terms of deal-
ing with Korea, Cambodia, issues of non-proliferation, and environ-
mental issues.

So to do a trade-off here is, I think, a mistake in terms of how
this discussion is portrayed. But I do respect those who are con-
cerned about human rights in China. I have been, and continue to
be, myself. But I think the issue here is what the right tool is.

We will pursue trying to get China to improve its human rights
record, whether it is through the United Nations or through our
continued sanctions as a result of the Tiananmen Square incident,
and also by making it clear that it is essential for them to improve
their human rights record, generally.

Senator Rockefeller spoke a lot about the history of China, and
I think it is very important for us to understand that. It is also
very important for us to understand American history and our own
dedication to human rights. :

Senator KERREY. 1 guess what impresses me, Madam Secretary,
is that people are saying we understand that we get tremendous
benefits from the trade, but we are willing to pay a price.

We had 60,000 people turn out in the rain to see the Moving
Wall that came to Nebraska. Senator Hagel and I sponsored it, and
it is coming there. Although there was great disagreement in the
country about whether that war should have been continued, I am
very much impressed with how people are saying that America
fought for freedom.

We fought for the liberation of a geople. What was moving about
the end of the Cold War was the liberation. It must have been far
more moving for you than for me. We paid a price in the Cold War.
We did not achieve a victory as a consequence of saying that we
are going to just do business as usual, we are saying we are going
to pay more. We are going to put ourselves on the line and we are
going to take some chances.

I have voted for MFN, and I intend to this time around, but it
seems to me that we need a strategy that puts liberty at the top
of our agenda and says that, at times, we are going to subordinate
our economic interests and we are going to be willing to put our-
selves on the line for somebody else’s freedom.

You spoke very eloquently about this on the 50th anniversary of
the Marshall Plan at Harvard last week, and I must say I was very
moved myself by the words. But at some point we, as you quite
know, need to act.

Let me ask whether or not specifically, because it seems to me
that one of the things we need to be doing is shifting this agenda,
this debate, over into the WTO. One of the problems we have in

just going bilateral with China, is that Airbus comes in right be-



26

hind us and takes advantage of whatever it is that we do. One of
the reasons that the Cold War was successful, was that it was mul-
tilateral.

As you look at accession into the WTO, are you, Ambassador
Barshefsky, looking at and considering some kind of both carrot
and stick to get the Chinese to do what is necessary to ascend in
the WTO, specifically on the stick side looking at the possibility of
saying that some kind of tariff is going to be applied if accession
does not occur?

In other words, it seems to me that it is in our interests, as well
as the long-term interests of the Chinese, for them to ascend in the
WTO. But I also believe that China is going to suffer some tremen-
dous dislocation as they move into a market economy.

I mean, they have got, what, 400 million people living on farms,
40, or as much as 50 percent live in rural areas. In a straight mar-
ket economy they can tolerate maybe 3 or 4 percent. So there is
no question there will -be disruptions that will occur as a con-
sequence of meeting the requirements of the WTO.

So I am wondering if you have considered sonie sticks as well as
carrots and could talk to me a little bit about what the Administra-
%i‘glr‘lois doing to expedite this process of getting China into the

Secretary ALBRIGHT. Before Ambassador Barshefsky answers, let
me just make the following point. I appreciate your kind words
about my speech, and I obviously stand by them. -

I think the issue here is that it is not a matter of denigrating
our own interest in human rights in China by saying we ought to
go forward with MFN.

The mistake, I think, is that many people believe that by linking
human rights to trade, that we are actually getting more purchase
or more leverage on getting human rights situations rectified in
China. We have found that that is not true and that it is very im-
portant to go at the human rights agenda separately and to make
sure that we stay engaged with China, and, as I said, engagement
is not endorsement. }

It is essential that we keep the human rights agenda front and
center, but not literally cut off our nose to spite our face here be-
cause not only would we lose trade, but we would lose access to the
Chinese society. In order to push for human rights, I think we need
to have that kind of engagement, and then make very clear the im-
portance that we place on human rights.

Ambassador BARSHEFSKY. Senator, let me just say that the ac-
cession talks are moving slowly, but they are moving. China under-
stands that it is in its interests to join the WTO, both because it
accords China a kind of political recognition it does not now have,
and also because, particularly with respect to reform elements in
China, it locks China into a path that they view as one leading to
greater prosperity within its own country.

While we have not raised with China specifically an increase in
duties were it not to become a member of the WTO in a timely
fashion by making market access and other commitments, we have
communicated to the Chinese that the benefits of the recently con-
cluded Information Technology Agreement and Telecommunications
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Agreements will not be provided to China unless it is a member of
- ‘the WTO. ‘

Senator KERREY. The red light is on, and I am done. But would
you be friendly to, or opposed to, changing U.S. law that would im-
pose tariffs or dufies if accession does not occur? -

Ambassador BARSHEFSKY. I think it is an issue we would want
to look at fairly carefully and work with you on. Certainly there
may be some difficulties with that approach, but we would like to
sit down with you and work on the issue.

Senator KERREY. I know fear works for me.

The CHAIRMAN. Well, I want to thank both of you for being here
today. We said we would get you out by 10:40, and I think we will
achieve that. Let me just emphasize that I think this is only the
opening salvo for ensuring that normal relations continue.

I think, as Bob Kerrey and others have expressed, there are.
strong forces to the contrary and they raise some very, very legiti-
mate points. But I do think by working together and by leadership
being provided, not only by the two of you but at the highest level,
we can assure that Most Favored Nation treatment will continue,
but it should not be taken for granted.

Thank you both for being here. We look forward to continuing to
work with you on this most critical issue.

Secretary ALBRIGHT. Thank you very much.

Ambassador BARSHEFSKY. Thank you very much.

The CHAIRMAN. Thank you.

Our next panel of witnesses include Ms. Barbara Shailor, who is
director of International Affairs for the AFL-CIO; Mr. T. Kumar,
who is an advocacy director for Amnesty International; Mr.
Qingtun Liang, who is president of AN Enterprises, and former
leader of the 1989 Tiananmen Student Movement; Mr. Lawrence
Pemble, who is executive vice president of United States-China In-
dustrial Exchange; and finally, Mr. Edvard Torjesen, who is execu-
tive director of the Evergreen Family Friendship Service.
~ Welcome. I think what we will do is proceed in the order we in-

troduced you.
Ms. Shailor.

STATEMENT OF BARBARA SHAILOR, DIRECTOR OF
INTERNATIONAL AFFAIRS, AFL-CIO, WASHINGTON, DC

Ms. SHAILOR. Thank you, Mr. Chairman and members of the
committee, for this opportunity to present the views of the AFL—
0{10 on the extension of Most Favored Nation trading status to
China.

As we have in the past, we are opposing granting China contin-
ued access to the U.S. market on the same terms as other trading
partners. Our opposition has not changed, but then neither have
the objective conditions with respect to China’s denial of basic
worker rights, its brutal repression of dissidents, its flaunting of
international agreements on arms sales, market access, intellectual
property rights, forced labor, and the environment.

The massive and growing U.S. trade deficit with China makes
clear the serious consequences of China’s non-reciprocal and dis-
criminatory trade and investment policies. These policies have cost
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American workers jobs and have created a downward pressure on
their wages. :

What has changed, is that another year has gone by, another
Kear in which the Chinese Government has failed to improve its

uman or worker rights conditions, and has failed to honor the
agreements it has signed.

Our trade deficit continues to grow, while our exports remain
stagnant. If anything, repression has worsened. The State Depart-
ment’s human rights report declares, “No dissidents were known to
be active at the year’s end.” This is because each and every one is
in prison, exiled, intimidated into silence. Over one billion citizens
and not one active dissident.

MFN proponents have argued that continued trade growth will
bring democracy to China. Already the Chinese Government has
announced that it is rolling back civil liberties in Hong Kong.

The U.S. Government has extended MFN trading privi%eges to
China every year for the last 17 years, and has little to show for
it. What should be clear, is that passivity in the face of repression
and abuse of power is not working. What we should have learned
from these past 8 years is that accommodation, mixed with hopes,
does not, has not, and will not work.

The few signs of progress we have seen, either in human rights
or in intellectual property rights protection, have come when trade
sanctions seemed most imminent. When Congress voted to impose
trade sanctions against China in 1989 and 1990 in the wake of the
Tiananmen Square massacre, Chinese Government responded by
releasing several hundred dissidents. When President Clinton
delinked MFN from human rights in 1994, most efforts by the Chi-
nese Government to demonstrate progress on human rights ended.

The U.S. Government did not get the attention of the Chinese
Government with respect to intellectual property rights until Am-
bassador Barshefsky threatened to impose trade sanctions in 1995.

Ours has been a strategy of accommodation, both to the Chinese
Government and to U.S. companies investing in and trading with
China. Meanwhile, the Chinese Government has accelerated its
mercantilistic growth strategy, consolidating political, economic,
and military power.

The issue of greatest concern to the AFL-CIO is the Chinese
Government’s repression of free and independent labor unions. At-
tempting to organize a union independent of the Communist Party
is a crime. Labor organizers face longer sentences than students or
intellectuals. Perhaps this is because the establishment of free
trade unions poses the greatest threat to a totalitarian government.

Working conditions in industries such as toys, apparel and eiec-
tronics, many Chinese firms that are exporting goods to the United
States are deplorable: excessive working hours, violation of :nini-
mum wage laws, poor health and safety conditions, and physical
abuse by managers.

Terrible working conditions and the lack of unions may in the
end undermine the very stability U.S. multinational corporations
have sought to foster in China.

It is an ongoing scandal that companies owned by the Chinese
People’s Liberation Army continue to sell their goods in American
stores.
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The Chinese have failed to comply with the 1992 memorandum
of understanding on prison labor. Forced labor products continue to
come into our country, while our trade deficit continues to sky-
rocket, reaching nearly $40 billion this year.

For all the hoopla about the size of the Chinese market, the
United States sold more goods last year to Belgium, Singapore and
the Netherlands. And for all the talk about jobs supporte(f) by U.S.
exports to China, 9 out of 10 of the top exports surplus categories
were in raw materials and in intermediate goods.

With China’s policy of extorting technology transfers and produc-
tion capacity from American companies, exporting to China is cost-
ing the United States good jobs in aircraft and in the automotive
sectors. Transfer in technology for short-term market access will
take its toll for decades to come.

The AFL-CIO supports trade expansion, international engage-
ment, and sustainable development, but the Chinese Government
is not engaging in free trade and we will help neither the vast ma- .
jority of the Chinese citizens, nor our own country by ignoring this
basic fact. :

Thank you, Mr. Chairman and members of the committee.

The CHAIRMAN. Thank you, Ms. Shailor.

[The prepared statement of Ms. Shailor-appears in the appendix.]

The CHAIRMAN. Next, we will call on Mr. Kumar.

STATEMENT OF T. KUMAR, ADVOCACY DIRECTOR FOR ASIAN
AND PACIFIC PROGRAMS, AMNESTY INTERNATIONAL USA,
WASHINGTON, DC

Mr. KUMAR. Thank you, Mr. Chairman and distinguished mem-
bers of this committee.

Amnesty International is pleased to testify at this hearing. I
have been asked to focus on the human rights implications of main-
taining normal trade relations with China.

I would like to point out that unless the administration gives pri-
ority to trade and human rights, the current abuses are likely to
continue.

Amnesty International does not take a position on a number of
issues, including linking human rights to economic sanctions. Since
we do not take a position on economic sanctions, we also do not
take a position on the renewal of normal trade relations, or MFN,

However, we strongly believe that the protection of human rights
around the world should be taken into consideration whenever U.S.
foreign policy is addressed.

The human rights situation in China has deteriorated in recent
years. As a result, last year Amnesty International launched an
international campaign to highlight the abuses in China. Dissent
" in any form is repressed in China. Even high-profile political pris-
oners like Wei Jingsheng and Wang Dan have been imprisoned
without any hesitation.

We have released several reports detailing the human rights sit-
uation in China. These reports include torture, unfair trials, im-

risonment of dissidents, mass executions, widespread of forced
abor, persecution of religious groups, the practice of forced abor-
tion to enforce the one child policy, and the operation in Tibet.

54-531 99-2
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On the issue of Tibet, Amnesty International wishes to recognize
the longstanding work of Senator Moynihan. Thank you, Senator,
for your leadership on this issue.

Over the years, Amnesty International has pressed the Clinton
administration to pursue a strong, clear, and consistent human
rights policy towards China and other countries.

e Clinton administration deserves praise for being willing to
publicly confront China at Geneva, especially in light of the ex-
tremely disappointing behavior of some other countries, particu-
larly France. However, the Administration has given mixed and
co husing signals to China regarding its concern over human
rights. .

One shocking example of this took place last December, when
President Clinton met in the Oval Office with Chinese defense min-
ister General Chi Haotian, who, at the time of the Tiananmen
Square massacre, had operational control over the involved troops.

This meeting was not required by protocol, it was plainly a good-
will gesture to the man who personally directed the butchery in
Tiananmen Square. Worse still, it took place literally on the eve of
International Human Rights Day, December 10.

By meeting with General Chi Haotian, President Clinton has
given a clear signal to the Chinese, that human rights are not a
priority. It is ironic, Mr. Chairman, that while President Clinton
gave a red carpet welcome to General Chi, he only paid a drop-by
visit to His Holiness the Dalai Lama, our fellow Nobel Laureate.

Actions such as these have damaged the credibility of the Clinton
administration and its seriousness in pursuing and advocating
human rights. '

U.S. actions regarding China have gone much too far towards
signaling that one issue dominates United States-China policy. But
that issue is not human rights, it is trade. We are not against
trade. What we are concerned with is trade without human rights.

Despite improved trade relations, human rights abuses are on
the rise in China. Unless human rights and trade eare given equal
priority, human rights abuses are likely to continue in the current
pattern in China.

Thank you very much.

The CHAIRMAN. Thank you, Mr. Kumar.

[The prepared statement of Mr. Kumar appears in the appendix.]

The CHAIRMAN. Next, I would call on Mr. Liang.

STATEMENT OF QINGTUN LIANG, PRESIDENT, AN ENTER-
PRISES, AND FORMER LEADER OF 1989 TIANANMEN STU-
DENT MOVEMENT, SAN FRANCISCO, CA

Mr. LIANG. Thank you, Mr. Chairman and thank you to all the
members to give me this opportunity to testify today about a very
serious concern, trade relations with China.

Part of my general background is already somehow familiar to all
of you through my more famous colleagues of Tiananmen Square,
Wang Dan, Cai Lin, Shen Tong, and others.

I have never told my own story to the American public until now.
However, I am moved to do so now in this MFN debate in order
to explain why I, a former student leader in Tiananmen Square,
support MFN trade status to China. -
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First, let me tell you just a bit about myself to put a human face
on what I have to say. Nothing in my life, before or since, will ever
compare to those days in the spring of 1989 in Tiananmen Square
where I was one of the student leaders:

Elected to the nine-member committee of the Autonomous Fed-
eration of Students in Beijing, one of China’s first true non-govern-
mental associations, I participated in all major decision-making
processes of the 1989 Movement, including the failed negotiation
with Premier Li Peng to end the hunger strike. And, while strug-
gling to organize the withdrawal of the students in the Square on
June 4, 1989, I experienced first-hand China’s darkest hour.

After funerals and memorial services for the innocent students
who died in the massacre, I had to go into hiding, since the Chi-
nese Communist Party posted my name as No. 7 on the Most
Wanted list everywhere in China.

During my year underground T outgrew my instinctive anger and
had time to instead think rationally about China’s contemporary
situation and its future.

The close contacts I had with China’s common people strength-
ened my opinion of the necessity for China to continue on its path
of reform and change, and that such change could only come
through peaceful evolution; and the deep sorrow I still felt towards
all the dead in the Movement, common citizens of Beijing, students,
and even soldiers fooled by the power brokers reminded me that
they sacrificed their lives not for political power struggles, but the
prosperity and welfare of the Chinese people.

With these beliefs in mind, I joined the overseas democracy and
human rights organizations, chairing both the Promotion and
Fundraising Committees of the Alliance for a Democratic China,
the largest pro-democracy organization overseas, and served as
Council Member and a long-time advisor for the Independent Fed-
eration of Chinese Students and Scholars, which IFCSS is a famil-
iar term to most of the members.

Continuing to take an active part in the Movement for human
rights, democracy, freedom, and justice in China, in 1995 I made
an independent step of my own. By this time, China’s economy had
grown and pockets of independent space were emerging in between
the state and the mass society.

Inspired by the ultimate goals of the students movement and
even the hunger strike—seeking dialogue between the decision-
makers and the people at all levels of society—and out of concern
for the Chinese people’s welfare instead of ideological conflicts, I
founded China Society.

Its purpose, to promote and maintain constructive communica-
tion, exchanges, and dialogue between China and the United States
and to foster civil society in China by strengthening its non-govern-
ment organizations in the fields of art, culture, education, rural de-
velopment, environmental protection, religion, and spirituality and
other areas ignored or even outlawed by the Chinese Government.

During my 7 years of exile thus far, my contacts with Chinese
independent artists, musicians, educators, law professionals, busi-
ness leaders, legislators, and even senior governmental officials in
local and central government did not cease, but instead increased
substantially, in no small part due to flourishing trade. My con-



32

fidence in the emergence of a viable civil society and democracy in
China is stronger than ever.

. In general, I support MFN trade status to China from the follow-
ing perspective. No. 1, trade creates exchange of information and
ideas as well as of goods and capital. I, m{self and other colleagues
in the Student’s Movement may be the best example. We all de-
rived our political philosoghy from the Open Door era, which was
actually forced to be open by China’s economic situation.

No. 2, trade acts as a leverage for promoting human rights, de-
mocracy, and the rule of law in China, and business people can be
the best lobbyists for those causes.

No. 3, China’s free thinkers, including myself, my colleagues in
prison, such as Mr. Wang Dan, Wei Jingsheng, all support MFN.
They are all told that we should think of the people instead of our-
selves. We should be the mature representatives of the people.

No. 4, China’s common students, who died in Tiananmen Square,
all supported MFN. What they died for is communication, dialogue,
engagement, not containment and not isolation.

No. 5, trade helps to establish, development, and maintain
human changes between our two great nations and, furthermore,
fosters a civil society in China.

All of China’s society’s changing programs are either directly
benefitting or directly enhanced by the trade relationship between
the United States and China.

Today, a week from the anniversary of the June 4 massacre, I
am honored to have been given such an important opportunity to
properly commemorate my colleagues with this testimony support-
ing normal trade relations with China.

Thank you very much. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Liang.

[The prepared statement of Mr. Liang appears in the appendix.]

The CHAIRMAN. Next, we will call on Mr. Pemble.

STATEMENT OF LAWRENCE PEMBLE, EXECUTIVE VICE PRESI-
DENT, UNITED STATES-CHINA INDUSTRIAL EXCHANGE, INC,,
BETHESDA, MD

Mr. PEMBLE. Thank you, Mr. Chairman.

I would like to thank the committee for the opportunity to speak
today on the subject of normal trade relations with China. It is an
issue that, in my opinion, the United States approaches poorly and
with repeatedly detrimental results.

I hope that perhaps my company’s experience will provide an un-
usual point of reference for you. At the core of my company, which
is United States-China Industrial Exchange, also known as
Chindex, is a group of Americans who have been working exclu-
sively in China since 1981. We are all fluent Chinese speakers.
Many of us have degrees in Chinese and Asian studies. Many of
us have lived in China for extended periods of time.

By American corporate standards, Chindex is a small public com-
pany. We employ 135 people, 120 of whom are in China. We export
American medical and industrial equipment to China, and will
open the first in a series of private hospitals in China this year.

Chindex desires normal trade relations between the United
States and China. It is a fact that through normal relations,
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through the process of normal interaction and engagement, that
the most progress is made on all fronts: humanitarian, diplomatic,
strategic, cultural, educational, spiritual, and commercial.

I have spent my career takinfl an American message to China.
The benefits and influences which my company has brought to both
America and China in the course of my work extend far Eeyond the
balance sheet.

But we need your help to continue to do that. We need a firm,
reliable, and stable relationship between the United States and
China in order to continue to grow. We need your help to stay com-
petitive in the international marketplace.

We need your help to reassure our employees, both American
and Chinese, that we will live through another year of this China-
bashing tgrocess. We need your help to reassure our Chinese cus-
tomers that we will be around next year to support the goods that
we have sold them.

We need your help to prove to them that our government will not
pull the rug out from under us. The revocation of MFN status, nor-
mal trade status, would.be a devastating blow to Chindex, a U.S.
company and the exporter of approximately $35 million in medical
and industrial equipment which we are responsible for annually.

In such a scenario, our 135 employees would no longer have jobs.
Beyond that, it would seriously affect the U.S. manufacturers
whose equipment we sell in China. Qur clients are headquartered
in 14 States across the country, and we have exported equipment
from almost every State in America. All of these companies would
be adversely affected if the United States dissolved the normal
trading relationship that it has now with China.

Throughout Chindex’s history as a company, one of our goals has
been to improve the condition of health care in China. This year,
after several years in development, Chindex will open its first pri-
vate hospital in Beijing, a women and children’s hospital.

Our plans are to open several more of these hospitals throughout
China during the next several years. Without MFN and a sus-
tained normal trading relationship between the United States and
China, our programs, which are improving health care in China,
will be seriously jeopardized. ‘

American business is often criticized in this China MFN dialogue
for being focused solely on commercial issues. We are accused of

-being lobbyists for Beijing and of selling out on human rights.

Frankly, I think the people who accuse us of thic are spending

too much time in the United States reading and thinking about
.China, and not enough time in China learning abou¢ what is really
going on there and how much progress has been made. .

Of course, we should all understand that progress is not perfec-
tion. Those of us who know China best have a keen awareness of
the problems there. But we alsc have an appreciation of the context
of tgese Igroblems and an appreciation of how a trade war with
China will make them worse, not better.

When I first went to China as a student in 1979, I found a coun-
try whose citizens were very suspicious, distrustful, and fearful of
their government. Today, there is a much more npen and frank dis-
cussion. Today there is also nv hesitation or fear in rendering frank
opinions of China’s leaders, which can all be quite unflattering.
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Our company and others like it, large and small, transfer Amer-
ican values and business practices to China. At Chindex, our Chi-
nese managers are using American concepts of competitiveness,
level ilaying fields, flexibility in the marketplace, cooperation, fair-
ness, honest dealing, and a commitment to customer service.

Through the normal course of engagement between America and
China, Chinese can now rent American videos, buy a copy of the
International Herald Tribune, watch the NBA playoffs, eat dinner
at Pizza Hut, buy Robert Ludlum novels, King James bibles, and
the Koran, and sign onto the Internet. I can tell you from personal
experience that none of these things was possible in 1979.

Why should we renew unconditional MFN status this year? The.
reasons are the same as they have alwaiys been: only America loses
in a trade war with China. The bottom line is simple. American in-
terests are best served through stable, reliable, and sustained en-
gagement with China at all levels.

Thank you for the opportunity to have appeared before you today
on behalf of myself and all of my colleagues at Chindex. I sincerely
}écfge that you will continue to support normal trading status in

na.

Thank you very much.

The CHAIRMAN. Thank you very much, Mr. Pemble. .

[The prepared statement of Mr. Pemble appears in the appendix.]

The CHAIRMAN. Finally, Mr. Torjesen.

STATEMENT OF EDVARD TORJESEN, EXECUTIVE DIRECTOR,
EVERGREEN FAMILY FRIENDSHIP SERVICE, COLORADO
SPRINGS, CO

Mr. TORJESEN. I represent the Evergreen Family Friendship
Service, which is a public benefit service corporation operating in
China. We have a long, long history in China, dating back to my

arents’ work in China in the 1920’s and 1930’s. I, myself, was
orn out there.

Let me just read a few statements from my paper. In 1937, when
I was 13, and as our family was back en route to China after a
home assignment, the news came of the Japanese army’s
unprovoked attack and aggression into North China. We got off the
(SJh}ixp in Hong Kong and got inland as far as Hankou in Central

na.

Gradually, my father was able to relocate our family in a safe
area in South Central China. However, during those transfers I
saw with my own eyes unforgettable scenes of the devastation
caused even in the Central Yangtze Valley as a result of Japan’s
invasion and air attacks.

In time, my father was able, through ﬁatient negotiation, to get
safe conduct passes from both Nationalist commanders and the
Eighth Route Army, enabling him to get back up to Hequ, his sta-
tion in Northwest Shanxi. Here he soon found himself busy helping
to provide better security for the local people in the insecurity they
were facing as a result of the military actions in the area.

Two years later, my mother was able to join him. However, by
then the Japanese aggression had escalated to air attacks against
those remote, small towns of N.W. Shanxi. In one of those air at-
tacks my father’s life also was taken.
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I will skip down a little bit. I am glad that I can now take you
to a new step in our personal involvement with China. Through a
remarkable set of circumstances, in 1988 the doors were open for
my sister and brother to visit our hometown of Hequ.

They learned during those two visits that our father's—name in
Chinese, Ye Yongqing, meaning Leaf Eternally Green—was on the
county’s list of martyrs for the people. His grave had long since
been leveled, however, the town leaders now assured them, you
come back and we will set up a memorial for your father.

-In 1990, during a formal meeting in the Governor’s reception hall
in Taiyuan we were invited to come back to Shanxi and live there
on a long-term basis and help with the province’s needed social and
economic development.

On the basis of that invitation, the Evergreen Family Friendship
Service was incorporated in California in 1992 as a nonprofit, pub-
lic benefit organization. In 1993, our registered office was opened
in Taiyuan, Shanxi’s capital. In 1996, last year, we were granted
incorporation in this province as a wholly-owned foreign enterprise
under the name Shanxi Evergreen Service.

Stranger than fiction? Yes, maybe. But these developments hap-
pened under God’s grace and in accordance with the {)aws of both
Shanxi and California. We are deeply grateful.

However, if we just deal with (B,hina in terms of our American
perspective, we will totally miss the mark. We need to get into
China, learn Chinese, and understand the dynamics of the Chinese
society.

You have asked me to focus my testimony on the religious issues
involved in this MFN debate. This would require both a balanced
consideration of the main religious groups within the United States
and China, and also an evaluation of their relationships to the total
society in both countries. ‘ ]

Your motion for today’s meeting focuses positively on renewing
the normal trade relations with ghina, which should be our first
consideration. However, if this motion should fail does this commit-
tee then have an adequate picture of the impact such a failure
would have on our two countries?

I am aware that some Christians here in America are calling for
the revocation of China’s Most Favored Nation status. However,
that position cannot be described as the Christian position. These
friends seem not to have accepted that MFN is not a favor which
the United States capriciously grants to its trading partners.

The CHAIRMAN. Please proceed.

Mr. TORJESEN. It is the backbone of the United States-China re-
lationship, a relationship which has also been beneficial for the
church in China. Moreover, if the United States were to revoke the
MFN status for China the result likely would be the opposite of
what these friends are hoping for.

Because of the agitation of theses friends here in our country, the
church out there could be blamed for undermining the govern-
ment’s economic program of reform. Christians in China could be
subject to the wrath of their political leaders, as well as the popu-
lace in general, if they should see their hope for a better future
dashed. Our own work in the country could also suffer, getting cur-
tailed rather than expanding, as now. :
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It is clearly in the interest of the church in China that normal
trade relations between China and the United States be retained.
I know of no Chinese Christian who favors revoking MFN.

On the contrary, my fellow believers in China recognize that it
is by keeping the door %gﬁn that we can work together to create
a more and more open China where Christians can gradually get
a greater and greater role in shaping the future of that great coun-

Today, I encourage you to take that same long-term view, realiz-
ing that the seeds of commitment to the Chinese people and nation
which you sow now will bear lasting fruits in terms of peace and
prosperity not only in China, but also in the world at large.

I thank you for your patience.
diz[:T]he prepared statement of Mr. Torjesen appears in the appen-

The CHAIRMAN. I thank you very much for your very eloquent
statement, Mr. Torjesen.

I wonder, what sort of measures would you recommend we take
to promote greater religious freedom in China?

Mr. TORJESEN. I think the most important thing is to encourage

. the development of the church that is functioning above ground
and legally, rather than as so many that are working with an un-
derground church. : .

at is causing embarrassment because the Chinese society is an
autocratic society and the stability of the government depends on
it being able to show that it keeps the society intact and cohesive.
When they see movements going off to the right or left or too much
that is not in conformity, they get very, very concerned. With much
of the underground movement, you see that happening.

There are house churches that are functioning in perfect peace
and they are working with nearby registered churches, and things
are going very, very well. But when underground or unregistered
churches get very active and get foreign support, it does cause trou-
ble. I would say the best thing we can do is to help the church that
functions legally, and it is growing very, very fast and it has expe-
rienced tremendous spiritual revivals.

The CHAIRMAN. Let me ask you one further question. Could you
tell us, has there been any difference in the treatment of Chris-
tians before and after China instituted economic reform?

Mr. TORJESEN. There certainly has been a change of the treat-
ment. Under Mao Tse Tung, when he started the peasant revolu-
tion, all Christians, all independent thinkers, as well as the land
owners were treated pretty roughly in the people’s courts, and so
on. Many of the Christians were sent out to remote areas to learn
from the people.

When Mao Tse Tung continued his work and the ship of state
went on the rocks and the economy went down, it became very,
very clear that China needed to develop economically and mod-
ernizations came into play. These, of course, are what has driven
Chinese developments in the last 20, 30 years.

During that period, they learned that the Christians were the
best workers in the communes and work brigades. There was a
saﬁin% which I learned about in my research back on the Evan-
gelical China Committee. There was a saying circulating that the

/
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best Communists in China are the Christians, not because they

were politically inclined, but they delivered the goods in a faithful

way. )

When the ship of state went on the rocks and Deng Xio Peng
came on the scene and abolished the planned economy and put the
country on a free, open-market economy, they realized that they
needed to get the Christians back into the active stream of society,
largely to counteract the corruption and greed that was appearing.
During that time there was also a tremendous concern that we get
back to the old gospel which they used to hear from their grand-
parents. : )

Then Deng Xio Peng realized that it was time to get all of these
Christian leaders that had been in prison 10, 20, 30 years, to get
them back into society. These men and women who had been in
prison 10, 20, and 30 years, they were in their 60’s, 70’s, and 80’s,
they came back to their home churches, villages, and cities and
they became the honorary leaders, chaplains, of many of these
churches. As a result, there has been just a tremendous develop-
ment of spiritual growth in these Chinese churches. We have wit-
nessed, in the open, registered ¢hurches, baptisms of over 500 peo-
ple at a time, taking 3 to'4 hours. ,

Just 6 weeks ago in Beijing, we were in a church in the center
of the city that had 1,300 people on its main floor listening to a
2-hour service. In the basement they had another 1,000 people lis-
tening by radio loudspeaker, and watching on a TV screen.

There has been a tremendous difference, started when these old
men and women were released from prison and came back to their
home churches. Right now, we need to support this movement with
all the help we can give them.

The CHAIRMAN. Thank you.

Ms. Shailor, I appreciate your being here. I know that organized
labor has consistently argued that we should not maintain normal
trade relations with China, largely because of the denial of basic
worker rights.

But I guess my question is, how does revocation of normal trade
relations improve the condition of workers in China, or for that
matter, the United States?

Ms. SHAILOR. Thank you, Mr. Chairman. President Sweeny had
the opportunity, with leaders from the G-7 labor unions around the
world, to speak with President Clinton, Vice President Gore, Sec-
retary of the Treasury Ruben, as well as the Secretary of Labor
Alexis Herman on a number of issues. Most significant in those dis-
cussions was the inclusion of worker rights discussions within

' trade agreements.

So to answer your questions specifically on China, we believe by
extending a normal trading relationship with China these last 17
years we have not seen the kind of progress that would indicate
that we should continue to treat China as a normal trading part-
ner. We are hopeful that we can find mechanisms in which we can
create pressure that would open up what is rapidly becoming a
state capitalist system.

I have had the opportunity to travel through China and through
the aerospace and auto industrial facilities on a number of occa-
sions, and I can tell you that the conditions in Americar facilities
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are such that the mechanisms we have used so far are clearly not
moving the labor openness forward in any way that would benefit
American workers.

The CHAIRMAN. Thank you.

Mr. Liang, among the young, do you think there still is a thirst
for freedom and for democracy in China? Do you think the move-
ment still exists? .

Mr. LIANG. Certainly. I think they are still pursuing freedom and
democracy, and obviously prosperity in China. In the last 8 years,
since 1989, people started to realize that, first of all, China should
be changed. Second, we should change our peaceful approach, we
have been always consistent with the Tiananmen Square Students
Movement.

Students in China obviously are concerned about prosperity more
than ever, but somehow they are still pursuing the freedom of aca-
demic research and they are also pursuing the independent culture
inside China, which is one of the most important issues that Chi-
na’s society has been dedicated to promote, the independent cul-
tural movement.

China Society, my own organization, and some other colleagues
inside China, such as Mr. Wang Dan, the No. 1 student on the
Most Wanted list who was one of my colleagues in Tiananmen
Square with me, all agree that China should be changed peacefully,
and that the best way for us to change is to follow the models of
the West, and-also to promote the ideals of civil society.

The CHAIRMAN. Do you have any estimate of how many Chinese
students study abroad?

Mr. LiIANG. Well, while I was one of the council members for
IFCSS, we got nearly 80,000.

The CHAIRMAN. Eighty-Thousand.

Mr. LIANG. Eighty-Thousand members. That was about a year
and a half ago. Thank you, Mr. Chairman.

The CHAIRMAN. My last question I would ask of you, Mr. Liang,
but also the other two gentlemen, Mr. Pemble and Mr. Kumar.

How do you compare freedom today with the time before the eco-
nomic reform began? Do you see any significant change in liberty,
freedom, human rights? Mr. Liang?

Mr. LIANG. Well, I do see a lot of changes since the befinning.
First of all, we got more space to promote the ideas of civil society
in China. Back in the 1980’s we could not do anything about the
independent cultural movement. ‘

Rock musicians were prohibited from performing, and all other
independent artists, such as avant garde artists, were not allowed
to do anything abroad or domestically in China. ‘

But what we do see is a lot of delegations of musicians, delega-
tions of artists in the fields of performing arts, video arts, and
other areas coming out from China, coming to the United States
all;xd to other Western countries. This could be a very significant
change.

I also see that the freedom of economy in China also grants peo-
ple freedom to speak against, or speak independently from the gov-
ernment. Now they have private property and the work relied on
the government for salaries, now they do have private property.
They do have their own strengths to be independent from the gov-
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ernment, and I think it is very important for them to pursue fur-
ther freedom in China.

The CHAIRMAN. Mr. Kumar.

Mr. KUMAR. Yes, I would like to comment on the human rights
aspect of it. From Amnesty International’s perspective, things have
deteriorated dra\st;ical_lg‘rl over the years. I do not think thcre is any-
one who disagreed with that assessment.

Even the State Department’s own country report last year, 1996,
stated, “All public dissent against the Party and the government
was effectively silenced by intimidation, exile, the imposition of
prison terms, administrative detention or house arrest. No dis-
sidents were known to be active at year’s end.” So we totally agree
with that, and obviously it shows the same thing. Thank you.

The CHAIRMAN. Mr. Pemble.

Mr. PEMBLE. Mr. Chairman, thank you. I think among the com-
munity of people who travel often to China, it is often heard that
every time you go to China things are dramatically different, from
several perspectives. My opinion here is very much along those
lines. Things have changed certainly in dramatic ways since I first
went to China in the late 1970’s and early 1980’s, in many, many
ways. =

As has been commented here today and often in this discussion,
you cannot have economic development without political and social
development. I think Mr. Liang’s comment is quite appropriate in
this context. Chindex also engages in an aspect of training Chinese
physicians here in the United States and we, every year, have sev-
eral hundred Chinese physicians coming through the United States
being exposed to health care. This is one of our primary areas of
endeavor.

We see this as a fundamental component of change and freedom
of the mind, exposure to conditions in America in the health care
system, and by connotation these physicians are in a position over
time to bring about some fundamental change in the quality of life
and the freedoms available to the Chinese people.

The CHAIRMAN. Thank you.

Senator Moynihan.

Senator MOYNIHAN. Mr. Chairman, this has been an extraor-
dinarily helpful panel to me and such extraordinary persons on it.
I hear two things, and I think it is possible to understand that
there would be. To start, just an anecdote. My first visit to Peking
was in 1975. There in the middle of Tiananmen Square were two
vast flagpoles, if you will. '

Looking down in the center of the square were two hirsute, 19th
century German gentlemen, with stiff collars and black ties, Marx
and Engels. Then a rather Mongoloid Stalin, and then Mao. Abso-
lutely closed. I mean, what on earth was going on in the minds
that were running that place? A big issue.

Our then representative, George Bush, took me around. We
would go from embassy to embassy, to the ambassadors’ residences.
The big question was, when would the, I think, Fourth National
People’s Congress take place? It was going to be a mass affair,
10,000 people in Tiananmen Square, in the great hall of the people.

Well, the French were certain it was going to be in June. This
was now January. The British thought sooner. They thought maybe
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April. Others thought it was going to be canceled altogether. Wher-
ever you went, you got a different view. After a week there, I flew
off to Tokyo and we learned that the Fourth People’s Congress had
taken place that week. Nobody noticed 10,000 people coming in and
out, it was that closed. Now we learn that you get the Herald Trib-
une, Time Magazine at the newsstand. It is obviously a very dif-
ferent world.

I was struck by the similarity in our testimony today. Mr. Liang
commented that China’s economic growth has created pockets of
independent space between the state and mass society, and I think
that is something that you spoke about, Mr. Torjesen, in the notion
of Ipocke‘ts of autonomy. That was helpful.

think it is true that you apparently are having the emergence
of state capitalism, market Leninism, or something like that. But
it is not the closed society it was. Amnesty International, to which
the world owes so much. Mr. Kumar, do not ever settle for any-
thing less than what you think is right. Things are a little different
now.

It was just appalling that our President should greet the Chinese -
defense minister in the Oval Office, the man who had been in
iharge at Tiananmen Square, whilst just dropping by the Dalai

ama. -

Still, think of all of those Chinese students in this country. There
were no Chinese students in this country in 1975, would that not
be right, sir? Nobody was given a passport here; there was no ex-
pectation that they would come back. Something has changed. I do
not know more than I have just said, but there has been change.

This testimony has been very powerful and very helpful, and I
thank you all.

Mr. Kumar, you were very generous in your remarks.

Mr. KUMAR. Thank you very much.

The CHAIRMAN. Senator Moseley-Braun.

OPENING STATEMENT OF HON. CAROL MOSELEY-BRAUN,
A U.S. SENATOR FROM ILLINOIS

Senator MOSELEY-BRAUN. Thank you very much, Mr. Chairman.

I also want to congratulate and commend the ﬁanel for a really
illuminating discussion. I had occasion within the last month to
meet with a small manufacturer of lamps in Illinois, outside of Chi-
cago.

%‘he first question he put to me had to do with renewal of MFN
for China and he expressed some concerns that his industry did not
have access to Chinese markets, and indeed had suffered because
of what he considered to be dumping of cheaply-produced goods
into this market. -

So we talked about his business and we talked about the impacts
in terms of the trade issue, but he was really unsettled, as I think
many people are, by the notion that there is almost nothing one
can do about it because it is such a huge market, and to turn
around and try to resort to what would effectively be unilateral
sanction would kind of be cutting off your nose to spite your face.

So we have this debate back and forth, and I have been very
troubled by this issue precisely because it is one that has so many
aspects, but as much tge point, for those of us who believe that our
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foreign policy ought to follow our values, we are really troubled by
the difference, by the fact that there is no free press, for all intents
and purposes. There may be pockets of autonomy, but individual
liberty is an alien concept. The markets may be more free now, but

_ it is still a controlled economy.

So we are troubled by these things, particularly when you talk
about human rights and labor standards. I mean, I, for one, am
very interested in what happens with regard to child labor. There
is no consensus there about child labor.

So, having said all of that, one of the great unspokens in this
whole debate about renewal of MFN is why it is that we go through
this exercise every year to begin with.

Senator Moynihan’s staffer was kind enough to get me the statu-
tory language, because title 4 of the Trade Act of 1974, known as
Jackson-Vanik, relates to freedom of emigration in East-West
trade, but it says, “To assure the continued dedication of the
United States to fundamental human rights, and notwithstanding
any other provision of the law on or after the date of the enactment
of this act, products from any non-market economy country shall
not be eligible to receive non-discriminatory treatment, e.g., MFN.”
Then it goes on to say, “unless the President certifies that emigra-
tion is open.”

Well, the salient point here is that China, you can call it a state
capitalist system or a Communist system under reform, but the
fact is, it is still a controlled economy with Communist roots. That
makes it very different than the free markets, the open markets
and free enterprise that we start up. So you are almost starting
from two polar opposite perspectives in terms of dealing with the
trade issues. So I find it kind of curious. - -

Unfortunately, I was not here for the Secretary or the Trade
Representative’s actual testimony, although I watched it at the
other meeting I was at. I am really troubled that it almost gets ig-
nored in the discussion. We are making progress and moving for-
ward without any real discussion of why it is that we are here to
begin with.

We are here because we are talking about a Communist country
that is changing, but has not yet gotten to the point where its han-
dling of the fabric, its mending of the fabric of its society in any
way comports with our own system of values regarding freedom,
human rights, and trade standards, and labor rights, and child
labor, and freedom of the press, and the like.

Now, in addition, when the human rights get violated it is not
just private sector actors that are violating human rights or relying
on child labor or jailed labor, but that the violation of those labor
and human rights standards are officially condoned. That also puts
yet another dimension on all of this.

Having said that, I have reached the conclusion that denial of
MFN, however, is a singularly inelegant response, for reasons I
think that come out of this primarily because I do not know but
that we do not foreclose our own voice in favor of human rights if
we move in that direction.

So I am still very, very torn on this issue and very concerned be-
cause, as Ms. Shailor has said in her statement, it has been 17
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years and we have been saying for 17 years that engagement will
get us to reform, and it has not happened yet.

But then I am struck by the fact that our policy has been all over
the map in that 17 years. So, in the absence of consistency in the
way that we relate to other parts of the world and in the absence
of consistency in terms of guidance, what our expectations are, I do
not know but that Jackson-Vanik, this trade act, does not give us
a necessary kind of protection and leverage that we ought to keep
in place, at least, in order to raise this debate and hopefully shape
the debate in favor of human rights and in favor of the emergence
of the individual autonomy and religious freedom, about which ev-
eryone here has spoken. '

So, Mr. Chairman, that is my observation. Thank you very much.
I thank the members. I had a question on child labor, but I will
pass on.it and perhaps give it to you in writing. Thank you.

The CHAIRMAN. Th you. '

Let me also thank the panel for the excellence of their testimony.
I think it has been extraordinarily insightful and we appreciate the
opportunity of hearing from each of you.

The committee will be in recess, subject to the call of the Chair.

[Whereupon, at 11:38 a.m., the hearing was concluded.]



APPENDIX

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. MADELEINE ALBRIGHT

Chairman Roth and Members of the Committee, I am pleased to have this oppor-
tunity to testify before you.

Largely as a result of strong U.S. leadership from Administrations of both parties,
we now have an unprecedented opportunity to integrate the world around basic
principles of democracy, open markets, law and a common commitment to peace.

Not everg'ocountry is yet able to participate fully in this integration. Some are in
transition from centralized planning and totalitarian rule to democracy. Some have
only begun to dip their toes into economic and political reform. Some are still too
weak to participate meaningfully in the international system. And a few have gov-
ernments that actively oppose the premises upon which that system is based.

It is in America’s interests to strengthen the system, to ensure that it is based
on high standards and sound principles of law, and to make it more inclusive. We
do this by helping transitional states to play a greater role, by giving a boost to the
weak states most willing to help themselves, and by making it clear to the outlaw
states that they cannot prosper at the expense of the rest; they must either reform
or suffer in isolation.

Mr. Chairman, there is no Cﬁeater opportunity—or challenge—in U.S. foreign pol-
icy today than to encourage China’s integration as a fully responsible member of the
international system. President Clinton’s decision to extend most-favored-nation or
normal trade relations with China reflects our commitment to this goal.

At the same time, the Administration fully shares many of the concerns expressed
in Congress and elsewhere about some Chinese policies and practices. Principled
criticism of Chinese actions that offend our values or run counter to our interests
is vital—because it demonstrates that the concerns we address through our diplo-
ma‘{:'y are deeptlgarooted in the convictions of the American people.

e believe that America’s leadership in Asia and our interests in China—includ-
ing Hong Kong—can best be advanced by continuing to engage Chinese leaders on
a wide range of security, economic and political issues. This would not be possible
if we revoked MFN. .

In two weeks, I will begin a trip to Asia that will end in Hong Kong, where I
will attend the joint reversion ceremony. I will emphasize America’s continued inter-
ests and our support for the Hong Kong people as they enter China. Mr. Chairman,
as I will describe in more detail later, the revocation of MFN would undermine
Hong Kong’s prosperity at the very moment when the Hong Kong people most need
to demonstrate their strength and autonomy. For this reason alone, the denial of
MFN would be a bad idea. -

But this morning I want to describe the forest as well as the trees. In particular,
I would like to clarify our interests in relation to China, explain how the Clinton
Administration has been promoting them and discuss how a revocation of normal
trade status would harm them.

Since coming to office, President Clinton has repeatedly made clear that America
is and will remain an Asia-Pacific power. In a region where we have fought three
wars in the last half-century, our role continues to be vital—from the stabilizing ef-
fects of our diplomatic and milital?nﬁresence, to the galvanizing impact of our com-
mercial ties, to the transforming influence of our ideals. Qur commitment is solid
because it is solidly based on American interests. .

Because of China’s relative weakness for the past several centuries, its emergence
as a n&odern power is a major historical event. Indeed, no nation will play a larger
\;
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role in shaping the course of 21st-century Asia. Already, China affects America's
vital interests across the board.

China possesses nuclear weapons and the world’s largest standing army. It also
has a rapidly advancing industrial and technological capacity. And it seeks to re-
u.mf)}rllts national territory and settle its contested borders with its neighbors. For
all these reasons, China affects our core security interests: the nonproliferation of
weapons of mass destruction; the protection of sea lanes in the Pacific and Indian
Oceans; the stability of the Korean Peninsula; and the peaceful resolution of issues
between Taiwan and the PRC.

The Chinese economy is already one of the largest in the world, and many observ-
ers predict that if China’s current growth rates continue it will be the largest within
several decades. Therefore China affects our primary economic interest in expanding
American exports and creating a more open global trade and investment regime in
the coming centulrﬁ;. -

With its 1.2 billion peogle rapidly modernizing, China will have a huge impact
on the environment. In addition, China borders on the world’s largest opium-produc-
ing areas, and it is a potentially huge source of human migration. That is why
China affects our urgent global interests in preventing environmental degradation
and in combating terrorism, narcotics and alien smuggling.

Although China is undeniably more open today than two decades ago, its people
still lack basic civil and political liberties. The manner in which China is governed
affects virtually all of our security and economic interests in the region as well as
our abiding interest in promoting respect for universally recognized standards of tol-
erance and law.

The fundamental challenge for U.S. policy is to persuade China to define its own
national interests in a manner compatible with ours. That's why we are workin
to encourage China’s development as a secure, prosperous and open society as weﬁ
as its integration as a full and responsible member of the international community.

In so doing, we have not acquiesced in Chinese violations of international norms—
and we will not. On the contrary, we have taken determined actions to curb such
violations and to protect our interests.

For example, the United States continues to be concerned about Chinese sales of
dangerous weapons and technologies. Through our dialogue, however, we have built
a record of cooperation on agreements to ban nuclear ex iosions, outlaw chemical
arms and enhance international nuclear safeguards. In addition, by stating our will-
ingness to use targeted sanctions or by actually imposing them, we have obtained
China's commitment not to assist unsafeguarded nuclear facilities, and its agree-
ment not to export ground-to-ground missiles controlled under the Missile Tech-
nology Control Regime as well as to abide by the regime’s guidelines and param-
eters. And last month, in accordance with both our policy and U.S. law, we imposed
economic penalties against Chinese companies and individuals for their knowingly
and materially contributing to Iran’s chemical weapons program.

The United States has also contributed to a lessening of tensions in the Taiwan
Strait. In March 1996, responding to Chinese efforts to influence Taiwan’s historic

residential elections through military exercises and missile tests, President Clinton
gispatched two U.S. aircraft carriers to the area. Qur deployment helped lower the
risk of miscalculation by authorities in Beijing and Taipei. Moreover, our action re-
assured Asia and the world that the United States stands by its commitment to
both a “one China” policy and the peaceful resolution of outstanding issues. The sit-
uation in the Strait has since improved, and commercial ships have sailed between
Taiwan and the mainland for the first time in almost 50 years.

In the economic area, as Ambassador Barshefsky will describe in greater detail,
we have made progress in opening China’s markets. In February, we reached a bi-
lateral agreement that provides, for the first time, significant steps to increase U.S.
access to China’s textile market. It also strengthens enforcement against illegal
trans-shipments.

Last year in response to Chine’s inadequate implementation of an agreement to
protect U.S. intellectual property (including music, videos and software), President
Clinton prepared to apply tanﬂ!' 8 of 100% on $2 billion of Chinese exports to the
United States. The President’s action led to an important follow-up accord providing
more effective protection for our intellectual property and expanded access for our
movies and videos. During the past year, China has taken strong measures to im-

lement this agreement, seizing 10 million pirated disks, closing some 40 illegal CD
factories and establishing hot-lines that are offering rewards 20 times the size of
the average annual wage for tips leading to the closing of such a factory.

We have also advanced negotiations on China’s accession to the World Trade Or-
ganization. The Clinton Administration has taken the lead in insisting that China
make meaningful commitments to lowering its trade barriers before it could join the
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WTO. At the same time, we made clear that the United States sup]ports China’s
membership on commercially acceptable terms. We have worked closely with China
to identify the steps it must take to broaden access to its markets and bring its
trade practices into line with WTO rules. Qur combination of rigorous entry criteria
and generous technical assistance has paid off. Although differences remain in the
negotiations and the outcome remains uncertain, China has become increasingly se-
rious in the proposals it hasvsut forward, and is coming to understand that member-
ship is not a right but a privilege accompanied by responsibilities.

In the environmental field, our two governments have increased our cooperation
by establishing the U.S.-China Environment and Developrnent Forum. Vice Presi-
dent Gore inaugurated the Forum during his recent visit to China. The Forum has
set an ambitious agenda for collaboration in four areas: ene policy, environ-
mental policy, science for sustainable development, and commercial cooperation. The
combined efforts of our two Environmental Protection Agencies have already re-
sulted in China’s recent decision to eliminate the use of leaded gas and in the un-
dertaking of joint studies on the health effects of air pollution.

On human rights, overall progress has been hard to quantify. On the one hand,
China’s exposure to the outside world has brought increased openness, social mobil-
ity, choice of employment and access to information. On the other hand, as we have
documented in our annual human rights x:iport, China’s official practices still fall
far short of internationally accepted standards. :

It is our hope that the trend towards greater economic and social integration of
China will have a liberalizing effect on political and human rights practices. Given
the nature of the China’s government, that progress will be gradual, at best, and
is by no means inevitable.

owever, economic openness can create conditions that brave men and women
dedicated to freedom can take advantage of to seek change. It diminishes the arbi-
trary power of the state over the day to day lives of its people. It strengthens the
demand for the rule of law. It raises %opular expectations. And it exposes millions
of people to the simple, powerful idea that a better way of life is gossib e.

t is worth noting, for example, that China recently passed legislation that ad-
dresses some of the most serious concerns about its criminal justice system. These
changes resulted in large part from China’s engagement with the international com-
munity and its exposure to foreign legal systems.

We will continue to actively promote human rights in China through bilateral dia-
logue as well as public diplomacy. We regularly raise our concerns with Chinese offi-
cials at the highest levels. We continue to call for the release of dissidents such as
Wei Jingsheng and Wang Dan, who have been sentenced without due process to
long prison terms for their non-violent advocacy of democracy. We are working with
1.S. businesses and NGOs to promote the rule of law and civil society. We have
increased the flow of uncensored world news by launching Radio Free Asia. And
again this year we co-sponsored a resolution at the UN Human Rights Commission
that urged China to improve its human rights practices.

\ge have important differences with China on several issues in addition toe human
rights.

or instance, we remain concerned about China’s arms-related exgort practices,
particularly to Iran and Pakistan. We are troubled by the growth of our bilateral
trade deficit to almost $40 billion in 1996. We are seeking closer Chinese coopera-
tion on investigating suspected cases of prison-labor exports to the U.S. And we are
concerned by recent measures to disband Hong Kong’s elected legislature and to
amend various ordinances on civil liberties.

Because of these and other frustrations, some members of Congress conclude that
our engagement with China has failed and that we should adopt a confrontational
approach: revocation of normal trade status. The Administration agrees that we are
not yet where we want to be in our strategic dialogue with China; China has not
evolved as thoroughly or rapidly as all of us have hoped. We believe very firmly,
however, that the potential for further progress in China and for the overall ad-
vancement of American interests is far greater through continued dialogue than
through revocation of MFN. )

It is important to remember, first of all, that MFN is a powerful symbol of Ameri-
ca’s global commitment to open markets. Despite its name, MFN is not a ppv?leged
status accorded only to our closest allies and friends. On the contrary, it is the
standard tariff treatment we extend to virtually every nation in the world, including
many with whom we have substantial disagreements. We offer low tariffs because
of our fundamental belief that open trade is a foundation for peace and prosperity.

Moreover, the revocation of normal trade relations would eliminate prospects for
U.S.-China cooperation on a wide range of issues. Unlike the targeted sanctions we
have used in specific areas, revocation would affect policies across the board, harm
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our interests as much or more than China’s, and impéril innocent bystanders such
as Hong Kong and Taiwan. Since the United States and China normalized relations
in 1979, every American President, Democratic and Republican, has shared this
view.

Revoking MFN would not only damage our growm‘ﬁ commercial relationship; it
would also deny us the benefits of our entire strategic dialogue. And because China’s
politics are in flux, especially during the run-up to this fall's Party Congress, the
withdrawal of MFN would almost surely stre en the hand of those who have
been seeking to fill the country’s ideological void with a belligerent nationalism. It
would postpone rather than hasten improved Chinese behavior in the areas where
we have the greatest concern.

Mr. Chairman, let me explain in more detail how ending normal trade relations -
would harm U.S. interests.

China’s economic ties with the world are important because they give it a huge
incentive to participate in the international system. If the United States, the world’s
largest and most open economy, were to deny China a normal trading relationship,
China’s s&akg in the international system would shrink. The consequences would be
grave, indeed.

First, on regional security, we could lose China’s critical cooperation on disman-
tlin%North Korea’s nuclear program and on pursuing a permanent peace settlement
on the Korean Peninsula. We might see a renewal of tension in the Taiwan Strait
and a stiffening of China’s attitude on its territorial claims in the South China Sea.

Second, in the area of non-proliferation, the denial of MFN would surely undercut
our efforts to get China to strengthen its export controls and to expand our coopera-
tion in the development of peaceful nuclear energy. It would disrupt our initiatives
to curtail China’s transfers of advanced weaponry and technology to unstable re-
gions.

Third, we would risk losing Chinese support for U.S. initiatives at the UN—in-
cluding organizational reform, peacekeeping and sanctions on Iraq. On other global
issues, we would find it more difficult to cooperate on stopxgag rug shipments—
especially from Burma, the world’s major source of heroin. China, destined to
displace-the United States as the largest producer of greenhouse gases, could with-
hold its participation in a global agreement on preventing climate change that is-
scheduled for completion in Tokyo this December.

Fourth, the withdrawal of MFN would devastate our economic relationship. It
would invite Chinese retaliation against our exports, which have nearly quadrupled
in the last decade and totaled $12 billion in 1996. These exports support an esti-
mated 170,000 jobs in the United States.

The ending of MFN would also damage future opportunities for American invest-
ment, as China would steer contracts to our many economic competitors. Accordin,
to World Bank estimates, China’s new infrastructure investment will total $750 bil-
lion in the next decade alone. Revocation would also add more than half a billion
dollars to the annual shopping bill of American consumers, due to higher prices on
imports.

The disruption of normal trade ties would retard the progress gained from bilat-
eral agreements to protect American intellectual property and to increase market
access for American textile and telecommunications products. Perhaps most impor-
tant, it would threaten the negotiations on China's membership in the WTO, de-
stroying our chance to shape its participation in the global economy of the 21st cen-

ifth, the damage to our commercial ties could well spill over into our efforts to
improve human rights in China. Because non-state firms account for half of China’s
exports, the revocation of MFN would weaken the most progressive elements of Chi-
nese society. It would also create a tense atmosphere in which Chinese leaders
might be even less likely to take the actions we have been encouraging: to release
political dissidents, to allow international visits to prisoners and to open talks with
the Dalai Lama on increasing Tibetan autonomy.

Further, our trade and investment have been helping to expand the habits of free
enterprise and in¢ *pendent thinking throughout Cguna' . American and Chinese in-
stitutions are noy- engaged in thousands of educational, cultural and religious ex-
changes. Although China is still far from being a free nation, it is more open today
%an two decades ago in part because of its economic and cultural ties with the

est.

Without MFN, many of these opportunities for the lo&tenn opening of Chinese
society might be closed. This is a concern shared by the China Service Coordinating
Office, an umbrella ora;nization of more than 100 Christian groups involved in out-
reach to China. And this concern is equally shared by many Chinese dissidents—
including Wang Xizbe, who spent 14 years in prison and escaped re-arrest last fall
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by fleeing to the United States. Wang writes, “The goal of exerﬁnﬁ effective, long-
term influence over China can only be achieved by main%t e broadest pos-
sible contacts with China, . . . thus causing China to enter er into the global
family and to accept globally-practiced standards of behavior.”

Sixth, as I have suggested, the denial of MFN to the PRC would deal a severe
blow to the free market economy of Hong Kong and also damage that of Taiwan.
Taiwan’s investment in the PRC totals between $20 and $30 billion, much of which
is in export industries. Similarly, Hong Kong firms own, finance, supply or service
thousands of export factories throughout China’s boominglgouthem region. In addi-
tion, Hong Kong benefits from the billions of dollars of Chinese and American iggds
that every year pass through on the way to their final destination. The Ho: ng
government has estimated that revoking MFN might cut as much as $30 billion of
lt)heht:izf"ritorfs trade, eliminate as many as 85,000 jobs and reduce economic growth

y .

The United States must not undermine Hong{Kon% during the critical period of
its reversion to Chinese authority. That is wi?r ong Kong leaders across the politi-
cal spectrum support the continuation of MFN. In a recent letter to me, British Gov-
ernor Chris Patten wrote, hing other than unconditional MFN renewal would
be profoundly misguided.” And the pro-democracy leader Martin Lee has stated: “If
the United States is concerned about the handover, then the best thing is to assure
the communit b{lmaking sure nothing dramatic happens to Hong Kong. The Demo-
cratic Party [{)f ong Kong] has always strongly supported renewal of MFN for
China unconditionally.”

In sum, revoking a normal trade relationship could seriously undermine our abil-
itty to influence China’s development and instead turn China further in the direction
of isolation, suspicion and hostility.

No matter how hard we might wish, we will not be able to transform China’s be-
havior overnight. With all due respect, Mr. Chairman, there is neither a single piece
of legislation by the U.S. Congress nor a single act of our President that could ac-
complish such a feat. Promoting positive change in China’s domestic and forei
policies is a long-term venture that will require the broad and steady support of the
American people and the international community alike.

Mr. Chairman, for the United States to proceed with the historic and vitally im-
portant task of helping to integrate China as a full and responsible member of the
international system, we uire nothing less than-a comprehensive engagement
that is guided by a clear-eyed view of our interests and fortified by the renewal of
normal trade relations. Thank you very mnuch.
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Senate Finance Committee Hearing
Renewal of MFN Status for China
Statement of U.S. Trade Representative Charlene Barshefsky
June 10, 1997

Mr. Chairman, distinguished Members of the Committee, I appreciate this opportunity to
discuss the Administration’s policy toward China, in particular, the trade aspects of that policy.

Our bilateral relationship with China is complex and multifaceted, incluling political,
strategic, human rights and trade elements. President Clinton has implemented a comprehensive
policy with China, one which is based on continued engagement on the full range of issues. The
reason for that policy is clear: U.S. interests are best served by a secure, stable, and open China.

On May 29, President Clinton sent to Congress the formal waiver recommending
extension of MFN treatment to China for another year. The President’s decision to renew normal
trading relations with China, MFN status, is based upon his judgment about what is in the
national interest of the United States.

How China évolves over the next decades will be of profound importance to the
American people. The manner in which we engage China will help determine whether it abides
by international norms, and becomes integrated into the international community, or whether it
becomes an unpredictable and destabilizing presence in the world. That is why we have pursued
a policy with China of engagement. It is the President’s judgment that engagement with China,
rather than isolation from i, is in the best interest of the American people. Mr. Chairman, we
will not achieve China’s full integration into the international community by building walls that
divide us. The most repressive periods in modern Chinese history did not occur in times of open
exchange--they occurred in times of isolation.

While the Clinton Administration policy toward China is one of engagement, let me be
clear about what we mean by “engagement.” Engagement with China does not mean ignoring
our differences. It means actively engaging China fo resolve our differences and it means
protecting our interests when consultations do not produce results.

The vote on MFN is thus a vote on how best to protect U.S. interests, not an endorsement
of China’s policies. Engagement is not an end unto itself. Engagement is a means by which we
can expand the ar.as of cooperation with China and deal face-to-face with the Chinese on areas
of difference.

China’s adherence to international norms is fundamental to advancing the entire range of
issues between our two countries. Engagement furthers U.S. interests in many areas where
China’s cooperation is important, such as our ongoing efforts to dismantle North Korea's nuclear

1
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weapons program, fighting terrorism and drug trafficking, reinforcing UN peacekeeping efforts,
and putting a halt to alien smuggling. We have seen some positive movement on the part of
China in these areas, and Secretary Albright has described that progress. Much, of course,
remains to be achieved. We continue to have basic disagreements with China on human rights
and some of their weapons sales, each of which has been addressed by Secretary Albright.

The issue before Congress today concerns a choice--between engaging China and making
progress on issues that Americans care about--or isolating us from China by severing our
economic and, in turn, our political relationship. Our friends and allies—the global community--
will continue to conduct normal relations with China, displacing U.S. interests and diluting U.S.
influence.

Let me tum to the trade aspects of the Administration’s policy of engagement and why
continuing normal trade relations is in the trade and economic interests of the United States. I
use the term “normal trade relations” because that is precisely what we are talking about. Most-
favored-nation or MFN status is a misnomer. MFN tariff treatment is the standard tariff
treatment we accord virtually all governments, This “normal treatment,” however, is a critical
element of our relationship with China. We cannot determine China’s direction, but we can help
to influence its direction if we remain fully engaged with China.

Maintaining N | Trade Relati

AsInoted, the U.S.-China relationship is complex and multifaceted. America has a
range of issues with China that go far beyond trade. We have a deep and abiding interest in
human rights, and are critical when basic international norms are not met. We have continuing
concerns in areas ranging from non-proliferation to environmental protection. Trade, however,
has played an increasingly central role in our relationship. Just as we should not make apologies
Jor China, we should not apologize for our economic interest in China.

—_—

We cannot ignore the fact that the United States has a significant commercial stake in
China. It is the fastest growing major economy in the world, with growth rates averaging more
than 10 percent in recent years. Already possessing the world’s largest population, by early in
the next century, China may have the world’s largest economy.

Today, China is the world’s tenth largest trading nation and the United States™ fifth
largest trading partner. U.S. exports to China have quadrupled over the past decade. At least
170,000 Americans owe their jobs to U.S. exports ta China.

The Administration has clear goals that it wants to achieve in its trade policy with China.
First and foremost, we continue to pursue actively market opening initiatives on a broad scale for
U.S. goods, services and agricultural products. U.S. businesses should have access—-and the
necessary protection for their properties—in China’s market, equivalent to that which China
receives in the United States. Especially in light of our trade deficit with China, we must see

2
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greater balance in our trade relationship--with high growth in our exports to China in areas where
U.S. companies maintain a comparative advantage. Second, a fundamental principle of our
policy has been working to ensure that China accepts the rule of law as it applies to trade--that is,
ensuring that China’s trade and economic policies are consistent with international trade
practices and norms.

The Trade Relationship

The United States is China's largest export market. U.S. imports from China were nearly
$51.5 billion in 1996 {or nearly 25 percent of China’s exports to the world). By contrast, U.S.
exports of goods to China last year stood at only $12 billion. ‘While the large trade deficit with
China is the result of many factors, China’s multiple, overlapping barriers to trade and
investments are clearly of serious concern.

Despite China’s movement away from a centrally planned economy toward a quasi-
market economy in recent years, China still maintains one of the most protectionist trade regimes
in the world. China appears to be following in the footsteps of other major trading nations in
East Asia--maintaining export-led growth while protecting its domestic markets. China’s failure
to meet fundamental international norms--such as national treatment, transparency, or the right to
import or export freely--holds back the U.S. side of the bilateral trade equation and hurts U.S.
businesses and workers.

During the past several years, as a result of our bilateral initiatives, China has liberalized
its markets for many U.S. products. While U.S. access to China’s market is far greater now than
it was, U.S. access falls far short of what it should be. As we continue to press China on market
access issues, we also intend to work with the Chinese Government in support of its economic
reform program.

" AsInoted, afundamental principle of our policy has been working to ensure that China
accepts the rule of law as it applies to trade--that is, ensuring that China’s trade and economic
policies are consistent with international trade practices and norms, such as_those of the World
Trade Organization (WTO). Bilaterally our market access, intellectual property rights and
textiles agreements have all been throughly grounded in the GATT and now the WTO. Clearly,
the ongoing negotiations over China’s accession to the WTO are part of our overall approach of
creating an effective framework for our trade relationship.

In this respect, trade cannot be separated from the broader considerations of creating a
more open, rules-based society in China. Reforms of China’s legal system, institution of new
laws and regulations, and notions of due process and transparency all build a better trade
relationship ..nd, in part, will spring from that relationship. In the WTO accession negotiations,
as in the case of our negotiations on IPR enforcement and other bilateral agreements, we will
work together with China’s negotiators to create a regime that strengthens the legal system and
the rule of law in general.
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The United States has pursued an aggressive, but balanced, trade policy toward China.
To achieve our goals, we have put togettier a strong, complementary policy that combines
bilateral, regional (APEC) and multilateral initiatives. Rather than severing the economic
relationship through revocation of MFN, the Administration has sought, and has achieved,
tangible results on market access, intellectual property rights (IPRs) and textiles. We have
carefully used targeted trade sanctions as an effective tool to achieve U.S. trade objectives when
other reasonable means have been exhausted.

Bil Lnitiati

IPR Enforcement

In 1995, the United States reached an historic agreement with China on the enforcement
of IPRs, particularly copyrights and trademarks, and improved market access for U.S. firms in
the computer software, motion picture, publishing and sound recording industries. In the 1995
Agreement, China committed to put a basic structure in place for enforcement of IPRs at the
central and provincial level and in the major citics. China also undertook improved Customns
enforcement of IPRs at the border and to strengthen the protection for well-known trademarks.
We reached this agreement after threatening to impose nearly $2 billion in trade sanctions on
China’s exports.

Over the next year, we carefully monitored China’s implementation of the 1995
Agreement. China created enforcement task forces and embarked on some enforcement efforts.
However, overall piracy rates remained extremely high and U.S. companies were frustrated in
their efforts to achieve market access. That is why, in May 1996, the Clinton Administration
threatened to take action against China for failure to implement satisfactorily China’s
commitments from the 1995 Agreement.

In June 1996, after substantial verification activities on the part of the U.S. government
and U.S. industry, we determined that a critical mass of enforcement actions in connection with
the 1995 Agreement had been taken by the Chinese, and sanctions were averted. Among the
steps confirmed at that time was the closure of 15 factories engaged in piracy, stepped up police
activity, arrests and the imposition of fines for piracy, as well as issuance of regulations to crack
down on underground factories and the import of CD presses.

Since June, we have seen continued progress. IPR enforcement is now part of China's
nationwide anti-crime campaign. Police are now involved in investigating IPR piracy ona
regular basis. A nationwide campaign against pomographic and illegal publications has targeted
copyright infringements. Pirates are being arrested and the courts are imposing fines and jail
terms on people running “underground,”, i.e., unlicensed, CD factories.

In late 1996, Guangdong Province (a region near Hong Kong that has been a center of
pirating activity) launched a major crackdown on underground CD factories. The campaign
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began with an announcement of a reward of 300,000 RMB (US $37,000) for information leading
to the closure of underground plants. According to State Council officials, so far Guangdong has
paid out more than 1.2 million RMB. The reward system has met with such a success that it has
been extended to include six southern and coastal provinces. _

Overall, 39 production facilities not approved by the central government have had their
licenses confiscated or have becn closed since June. According to U.S. industry sources, the 22
legitimate factories, i.e., those that have been throughly investigated and registered by central
government authorities, have tuned their attention to domestic production while piracy of
foreign sound recordings has dropped dramatically. In all, more than 10 million pirated CDs
have been destroyed by Chinese government authorities.

Although we have seen significant improvements in enforcement, serious problems
remain. Piracy of computer software continues at high levels. While market access for
copyrighted products has improved, particularly with respect to sound recordings, we need to
see further substantial improvement so that legitimate products are available to meet market
demand. The problem of pirate CD factories also affects Hong Kong. Hong Kong is often used
as a point for export of pirated product and importation of CD production line equipment. We
have been working with the authorities there to address these problems and expect further
progress.

Textiles

In 1994 and in February of this year, the Administration concluded bilateral agreements
to achieve fair trade in textile products. The February agreement builds on and improves the
1994 Textiles Agreement with China. For the first time, our bilateral agreement provides for
market access for U.S. textiles and apparel into China’s market. China has also agreed to ensure
that non-tariff b2 tiers do not impede the achievement of real and effective market access for
U.S. textile wi.d apparel exports. Following on cutbacks in China’s textile shipments achieved
under the 1994 Agreement, the 1997 Agreement further reduced the overall quota to address
enforcement issues.

China has agreed to bind its-tariffs at its applied rates, thereby assuring security and
certainty for U.S. exporters. In addition, China will lower tariff rates over the 4-year term of the
Agreement. For certain high priority products, China has agreed to accelerate tariff reductions so
that they are completed within two years.

The issue of illegal transshipments of textiles from China has been a significant concemn
in the past and the Administration has demonstrated its resolve to act against such imports. In
1994 and 1995, the Administration found and charged transshipped products against China’s
quotas. In 1996, we triple-charged China's quotas. In the February 1997 agreement, we reduced
China’s quotas in fourteen apparel and fabric product categories where there had been agreement
on violations through transshipment or over shipment. The Agreement also includes procedural
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measures to improve the bilateral consultation process, including arrangements to iraplement an
“electronic visa” information system to more effectively track textile and appare! shipments.
Moreover, a special textiles import safeguard mechanism will remain in effect until four years
after the WTO Agreement on Textiles and Clothing has terminated. -

Market Access Agreement

Obtaining effective implementation of the October 1992 market access agreement is
another example of the Administration’s continuing pursuit of market opening. In that
Agreement, China committed to make sweeping changes in its import regime: China committed
to eliminate import substitution policies, publish its trade laws in an official journal, apply the
same testing and standards requirements to domestic products and imports, decrease tariffs on
certain products, apply sanitary and phytosanitary measures only on the basis of sound science
and eliminate licensing and quota requirements on more than 1,200 products over a 5-year
period.

China has taken some significant steps in implementing the 1992 Agreement. China’s
trade regime is more transparent than previously; China has lowered tariffs on many products
and has eliminated well over a thousand non-tariff barriers. While China has removed a
substantial number of these barriers, we are concerned with China’s tendency to give with one
hand and take with the other. In some instances, for example in the medical equipment sector,
China has replaced a quota with a tendering and registration requirement, thus impeding market
access.

A number of other market access problems remain, in particular for U.S. agricultural
products. In the 1992 Agreement, China committed to eliminate unscientific sanitary and phyto-
sanitary restrictions used as barriers to market access. China’s implementation of this
commitment remains incomplete. Over the last four years, we have reached agreement on
measures that permit the importation of live horses; apples from the states of Washington,
Oregon, and Idaho; cattle, swine, bovine embryos, and cherries. Just last month, our negotiators
completed a bilateral protocol and work plan that will permit exports of U.S. grapes to China.
This new market for U.S. grape producers could reach more than $45 million in the next two to
three years. China remains a major purchaser of U.S. wheat, comn, cotton, course grains and
other bulk products.

Restrictions affecting such U.S. exports as pacific-northwest wheat, stone fruit, citrus,
poultry and pork products are not based on sound science and remain in place. This is a
particular source of concern. We are engaged in an active work program to resolve these sanitary
and phytosanitary restrictions on our exports. I have created the new position of Senior Advisor
and Negotiator for Agriculture at USTR, with responsibility for leading our bilateral efforts to
improve market access for this important sector of the U.S. economy.



WTO Accession

The process of negotiating the terms of China’s accession to the WTO Agreement is a
major focus of our efforts. It is a means not only to expand market access for U.S. exports, tut
also to bring China into the international rules-based trading system. .

President Clinton has repeatedly affirmed U.S. support for China’s accession to the
WTO, but only on the basis of commercially meaningful commitments that provide greatly
expanded market access and ensure compliance with WTO obligations. At this juncture, while
China has evidenced a new seriousness about the negotiations, it has yet to put forward
acceptable offers on market access for industrial goods, services and agricultural products. In
addition, significant reforms will be needed to bring China’s practices into conformity with
WTO rules. The timing of China’s accession is in China’s hands. We are prepared to move as
quickly as China, based on serious offers that provide genuine market opening and a means to
achieve the balance that is lacking in our trade relationship.

Successful WTO accession would also achieve important broader objectives. Upon
accession, China would be required to conform its current trade laws and practices to
internationally-agreed rules and base any future laws on the same international norms that apply
to the United States and other WTO members. Basic WTO principles, such as publication of all
laws and regulations, the right to appeal administrative decisions, application of all of its trade
laws uniformly throughout the country, and equal treatment for domestic and imported goods, all
fosters the rule of law. Moreover, China’s implementation of these basic principles would be
subject to dispute settlement based on the same rules that apply to all WTO Members. The
United States has used the WTO dispute settlement system successfully against major trading
partners, such as Europe, Japan and Canada, as well as against countries such as Korea and
Pakistan. .

WTO accession would also accelerate economic reforms, moving China toward a more
market-oriented economy. WTO accession would require elimination of measures that protect
state monopolies, take government out of commercial transactions through limiting the use of
price controls and eliminate trade distorting subsidies, quotas and export performance
requirements. In short, China would be required to open its market to a broad range of goods
and services in areas in which U.S. companies are internationally competitive. We are now
engaged in comprehensive negotiations to accomplish this objective. A commercially
meaningful accession package would result in tangible gains for U.S. companies and workers.

Effects of MFN Revocation

Revocation of MFN tariff treatment jeopardizes our current and future bilateral and
multilateral trade initiatives. MFN revocation would cut U.S. exports to China, increase prices
for U.S. consumers and cost jobs in this country. An added factor this year, is the destabilizing
affect that MFN revocation would have on Hong Kong.
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We estimate that revocation of MFN would increase tariffs on imports from China to a
trade-weighted average of about 44 percent, from their current level of about 6 percent. Even
accounting for changes in trade flows, revocation would resuit in U.S. consumers paying
approximately $590 million more each year for goods such as shoes, clothing, and small
applianccs For manufacturers, the cost of goods made with Chinese components would
increase, reducing the competitiveness of their finished goods in domestic and international
markets.

If MFN tariff treatment is revoked, China is likely to retaliate against U.S. exports by
increasing tariffs on these products and other measures. China has threatened such actions in the
past in response to our use of trade sanctions.

U.S. exports to China have nearly quadrupled over the past decade. Those exports support
more thun 170,000 jobs in the United States. Jobs based on goods exports, on average, pay 13 to
16 percent more than non-export related jobs. Revoking MFN would jeopardize U.S. exports
and U.S. jobs, thus transferring those export opportunities and those jobs to Japan, Europe and
other competitors.

Revocation of MFN would also derail current bilateral and multilateral negotiations.
Instead of engagement, China may, for example, cease bilateral negotiations on sanitary and
phytosanitary restrictions on agricultural products and would likely decrease efforts to enforce
our bilateral IPR agreements. Moreover, negotiation on WTO accession would stop, creating
uncertainty over how China’s markets will evolve. In short, we would lose the opportunity to
shape the evolution of China’s trading system in a manner compatible with international norms
and U.S. expectations.

The situation in Hong Kong this year provides another compelling reason for continuing
normal trade relations with China. MFN revocation would deal Hong Kong a devastating
economic blow and would have a destabilizing effect. Trade is a particularly important part of
the economic life of Hong Kong. More than 50 percent of U.S.-China trade is handled through
Hong Kong, thus making it highly dependent on continued normal trade relations between China
and the United States.

Hong Kong authorities estimate that MFN revocation would slash its trade volume by
$20 to $30 billion, resulting in the loss of between 60,000 and 85,000 jobs. Hong Kong’s
economic strength is one of its chief assets in ensuring its autonomy and viability. Hong Kong
leaders, including Democratic Party leader Martin Lee, British Governor Patten, and Anson Chan
have spoken out strongly in favor of renewal of MFN. The implication is clear: bilateral trade
between the U.S. and China, encouraged by MFN tariff treatment, provides riceded stability at a
time of dramatic change.

Mr. Chairman, as [ mentioned earlier, providing MFN tariff treatment is the norm in U.S.
trade, not the exception. In every year since 1980, every U.S. President has supported extensm{
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of MFN tariff treatment to China. Granting MFN treatment means that China will receive the
same tariff treatment as nearly every other U.S. trading partner.

The United States has a long history of providing the same basic level of tariff treatment
to other countries and mauntaining normal trade relations with the global community. Congress
has enacted into our law a presumption that normal trade relations will exist between us and
other countries. Maintaining such relations is vital to a broad array of U.S. interests;
maintaining normal trade relations with China is no less vital.

Conclusion

Congress is again faced with a decision whether to pursue a positive agenda for trade and
our overall relations with China or to sever our economic relations with that country and isolate
ourselves from it. While achieving our objectives through positive engagement and the use of

targeted measures is a slow and difficult process, it yields results. MFN treatment should be
renewed.
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PREPARED STATEMENT OF HON. JOHN H. CHAFEE

I want to thank the Chairman for holding this important hearing, and I look for-
ward to the testimony of Secretary Albright, Ambassador Barshefsky, and the other
distinguished witnesses here today.

The question of whether to renew Most Favored Nation status—i.e., normal trade
relations—for China is by no means new. Since 1989, Congress has engaged in an
annual and very public debate on this question. More than once, we have gone to
the brink and nearly overturned the President’s decision to renew MFN. But each
time, normal trade relations with China ultimately have been continued.

However, this annual cycle has carried a heavy price tag, with little-to-no positive
results to show for it. The constant debate as to whether or not the U.S. should con-
tinue normal trade relations with China has come at great expense to the overall
health of the bilateral relationship between these two great and powerful nations.
And that, in turn, has had real—and negative—repercussions for the United States,
its citizens, and even the Chinese people themselves.

A stable, long-term relationship between the United States and China clearly is
in the best interests of the American and Chinese people. A solid, stable relationship
with the Chinese can, over time, bring improvements in human rights; progress in
international security matters; and continued economic growth for both nations.

In contrast, not only does threatening to revoke MFN fail to achieve any of these
goals, but it directly thwarts the establishment of that long-term relationship.
Therefore, I believe we should get off this annual MFN roller coaster, and instead
aim to achieve the normal trading relationship that is both necessary and desirable
between two superpowers.

In sum, normal trade relations—i.e., MFN—for China is in the best interest of
the United States and her citizens. We should end for once and for all the annual
debate that is actively hindering, not helping, the achievement of important Amer-
ican goals. By refraining from this annual debate, we can begin building the stable
long-term relationship that can bring prosperity, security, and growth to our nation
and the Chinese.

I look forward to hearing from our Cabinet members, both of whom are extremely
knowledgeable about matters involving China, on this point.

PREPARED STATEMENT OF HON. BOB GRAHAM

Mr. Chairman, I would like to thank you for holding this hearing, and for your
leadership on this issue. It is pleasure to welcome Secretary Albright, Ambassador
Barshefsky, and the other distinguished })anelists. I look forward to hearing our
panelists’ views on renewing China’s most favored nation status.

China, as the world’s most populous nation, will be one of the economic super-
powers of the twenty-first century. In the é:ast ten years, the government of the Peo-

le’s Republic of China has liberalized China’s economy. These efforts at reform
ga\(e caused unparalleled economic growth and ever increasing prosperity for the
Chinese people.

While these economic reforms have proceeded, the Chinese government has tight-
ened its political control and continues to deny the most basic human rights to its
citizens. The government in Beijing continues to imprison dissidents and deny
Christians the right of religious freedom.

These contradictions in China, of reform on one hand and authoritarian policies
on the other, have made the bilateral relationship between the United States and
China more difficult. We must view our relationship with China in the long-term,
requiring a consistent approach that includes trade, security, and human rights con-
siderations. It is not in our best interest to isolate China. We have historically con-
ducted a vigorous policy of engagement that promotes our economic and strategic
interests.

However, for an engagement approach to work, China must be willing to engage
us as well. One of the must troubling aspects of our relationship has been China’s
unwillingness to abide by bilateral and international agreements it has signed. In
1992, China and the United States signed the Memorandum of Understanding con-
cerning market access for U.S. 8 and services. Five years later, many outstand-
ing issues remain unresolved, including market access for citrus products. The re-
sﬁt has been a significant loss for Florida agriculture. In fact, the U.S. as a whole
has seen its trade deficit with China continue to expand at an ing rate, even
though China has signed various agreements aimed at reducing trade barriers be-
tween our two countries. Since 1994, our trade deficit with China has grown by $10
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billion, to almost $40 billion in 1996. Barriers to agriculture, manufactured goods,
and service persist even after agreements to liberalize trade have been signed.

Those businesses which have been able to gain entry into Chinese markets have
been faced with numerous unfair business practices. Resolving business disputes
which result from these unfair practices is nearly impossible. As a signatory of the
New York Convention on

Recognition and Enforcement of Foreign Arbitral Awards, China has agreed to
abide by international arbitration awards to foreign companies conducting business
in China. In actuality, however, China selectively upholds its trade agreements, and
often refuses to recognize and enforce international arbitration ju ents. Many
businesses from my state have gone to China, signed contracts and g:;nd that the
Chinese only selectively adhere to their agreements. When American businesses
have sought relief from international arbitrators for broken agreements, China has
simply refused to enforce any adverse awards. This is not fair, and goes to the heart
of whether there can be a normal trading relationship with China.

In order to have a normal trading relationship with China, American businesses
must have a more level playing field. This would include open and fair market ac-
cess, enforcement of international arbitration agreements, and China’s entry into
the World Trade Organization on a commercially viable basis. I support the idea of
engaging China on trade issues in an effort to encourage China to recognize the pro-
visions of its international trade agreements. However, we need to see more
progress from China on trade issues as well as human rights, democratization, and
adherence to international non-proliferation agreements. Without some indication of
progress in these areas, traditional sl}xrpporters of MFN status for China such as my-
self, will find it increasingly more difficult to support the continued renewal of Chi-
na’s MFN status.

PREPARED STATEMENT OF HON. CHARLES E. GRASSLEY

Mr. Chairman, I want to thank you for holding this important hearing. I will sup-
port the President’s decision to extend most-favored-nation status, or normal trading
relations’ to China. I think there are a lot of good reasons to do so. I trust that our
witnesses will be able to tell the Committee the importance of extending normal
trading relations and how critical it is to American businesses, workers and consum-
ers.

The problems with China on trade, security and human rights are well docu-
mented. And I won't take the time to repeat them here. But I'll just say that we
are all concerned with China’s poor record of promoting democracy, free enterprise
%?g human rights. I'm especially concerned with the persecution of Christians in

na.
But I think the question comes down to what is the best way to influence policy
within China. Is it more effective to have a policy of isolationism, where we have
virtually no trading relationship with China? This is what would happen if normal
trading relations is revoked. -

Or is it more effective to build a closer relationship with China through our trade
policy? Trade serves to Hmmote free entex;prise and raise the standard of living of
the éhinese people. It allows us to “export” our principles of liberty and democracy.
I believe that the United States, and the Chinese people, are clearly better off by
strengthening our relationship through trade.

Integrating China into the world community has already paid dividends. Rec-
ognizing that China still has many problems, most people would agree that signifi-
cant progress has been made just in the last 10 to 20 years. I believe our economic
and diplomatic relations with China have helped push this pro%gss along.

This is not to say that we shouldn’t be tough with China. Retaliatory measures
can be very effective in encouraging further reforms in China. But retaliation should
be targeted and specific.

I recall that last year at this time, USTR announced $2 billion in sanctions
against China for breaching its commitment on intellectual property rights. Now I'm
t(id by the Administration that China has taken significant strides in cracking
down on the pirating of intellectual property. Firm sanctions targeted at specific be-
havior can force change in China.

Revoking our normal trading relations is a blunt, ineffective tool. It would also
hurt American workers, businesses and consumers. Our $12 billion in annual ex-
ports to China would be put at risk, jeopardizing over 200,000 American jobs. And
the increase in tariffs on China’s exports into this county amounts to a stiff tax on
American consumers.



59

The costs of revoking normal trading relations with China—to American workers
and consumers and in terms of our inability to effectuate change in China—clearly
outweigh any perceived bénefits. I find it hard to believe that Beijing will suddenly
promote democracy and human rights because the United States ends its trading
relationship with China.

Engagement is the right policy for encouraging change in China.

Some opponents of MFN are concerned, not with these other important issues, but
with the trading relationship itself. They point to the United State’s expanding
trade deficit with China. Which last year amounted to just under $40 billion.

The current negotiations with China on its accession to the World Trade Organi-
zation is an opportunity to address the tiade imbalance. We must get meaningful
market access concessions from the Chinese before they are allowed in to the 0.
Araerican products deserve the same access to the Chinese market as their products
enjoy in the United States. .

e stakes are very high. In the agriculture sector, these negotiations will deter-
mine whether China becomes our largest export market or our biggest competitor.
We cannot afford to make the same mistakes 1nade when Japan entered the GATT
in 1954. The U.S. is still shut out of that market in many respects. We need a
tough, fair agreement with China.

It’s time to move forward in our trading relationship with China. Let’s get beyond
this annual debate over trading status. And focus on how we can best improve ac-
cess to China’s market for American workers and businesses. While improving the
lives of the Chinese people, by promoting human rights and serving as an example
of democracy.
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FOR AMERICA'S SAKE, EXTEND MFN
Statement of U.S. Sen. Phil Gramm,
June 10, 1997 Finance Committee Hearing
With the Secretary of State and U.S. Trade Representative

“Mr. Chairman, Madam Secretary, Madam Ambassador,

“The United States should not continue normal trade relations with China because, as some would
argue, it helps China. We should continue our trade relations with China because it is in the best
interests and traditions of the United States to do so. It is true that our continued and expanded
trade relations with China will also help the people of China. as our trade helped create the
conditions for freedom for the people of the Soviet Union. but that is an added benefit. Our main
concemn must always be, how will it help the people of this nation? What will it do for our
workers and consumers in Houston, Wilmington. or Buffalo?

“There arc legitimate reasons to be concerned about the status of human rights in China. It remains
the largest totalitarian nation on the planet and its efforts to suppress democracy have been
consistent, stretching from Mao Tse Tung's Long March through the massacre at Tiananmen
Square right up to today. A question we have to answer is, will cutting off trade with China make
the Chinese people more or less likely to acknowledge these shortcomings and cure them? Some
say yes, isolate China until it comes to its democratic senses. I ask, was it President Carter’s
decision to cut off the sale of wheat to Russia or President Reagan's steadfast policy of peace
through strength that broke up the old Soviet Union? Did 20 years of self-imposed solitary
confinement make China a less oppressive society? If isolation cured tyranny, North Korea would
be heaven on earth,

“I ask the advocates of disru(g:ing our trade, where is the evidence that trade isolation will promote
respect for human rights in China? When was the last time that China was isolated from the
international community? Did that policy promote respect for human rights? No. It produced the
decade-long tervor called the Cultural Revolution.

“The history of MFN. and exactly what it is and is not. is worth noting as we begin our

discusstons of whetber to continue it with China for another year. One of the absurdities in our

trade policy is the fact that ‘most favored nation' status is simply normal trade relations. As Jou

know, every country in the world has so-called most favored nation trading status with the United

%tptcs except Afghanistan, Cuba, Cambodia, Laos. North Korea, Serbia-Montenegro, and
ietnam.

“MFN is a misnomer that really means that China currently receives roughly the same treatment as
any other trading partner or. more precisely, treatment that is ‘not less favorable.” It is a term of
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diplomacy. not public relations. [t is worthwhilc remembering that it was the United States, during
the last contury, that first sought most favored nation treatment from China. in order to countcr the
efforts of Britain. Germany. and Japan to keep Americans out of the Chinese markets. Under our
MFEN agreement with China. any concessioa that China gave to one nation it also had to give to the
United States. MFN was an effective tool to keep open America’s access to the markets of Cnina.

“That history is now generally forgotten in this debatc. Today MFN i5 used by protectionists as a
rhetorical device that invites attack because opponeants of trade conveniently misapply the term as if
it meant *special privileges'. In practice. you almost have to dec'are war against America to be
accorded anything less than most fav nation trade status

“In the final analysis, we cmploy the MFN conce;nt because the United States has been the ?realest
beneficiary of most favored nation trading rules. MFN has meant that certain basic rules o
intemational trade would be applied by all the raembers of the global trading community without
discrimination. Exceptions are rare. Since M'°N replaced the protectionism of Smoot-Hawley as
the general principle of U.S. trade law. the Ur.ited States has benefitted from an improving set of
global trade standards. as they have lowered harriers all across the globe to the products o
American workers. In 1996, the United Stares exported $836 billion in goods and services, most
of which would have been impossible withnut these basic rules of international trade that are meant
by the term MFN. Workers in my home siate of Texas participated in over 10% of that tradc.

“If the United States now abandons normal trading relations with China. is there any doubt that our
trade competitors would step in to take our place? Is there any doubt that Japan. France, or
Germany are eager to take advantag’: of a foolish American trade war with China?

“Ultimately, the policy question raat we are here to decide isa’t whether we want to do China some
kind of favor, but whether we'rv: going to give Americans the opportunity to benefit from trading
with the largest nation on earth. Currently, 220,000 American workers hold jobs directly related to
exports to China, The price of sanctions against China will be paid first by those men and women
and their families because ‘be cost of sanctions on foreign countries is always the loss of jobs in
America. |believe that v.e should sanction other countries when there is no alternative, which is
almost never, and that v e should trade when it benefits America, which is almost always. If you
don't think so, ask a wt.eat farmer about President Carter's grain embargo against the Soviet
Union. When we pull « trade gun to plug an offensive foreign government, we don’t want to
shoot an American family by mistake.

“The events of the last hal“century should teach us that we can choose to deal with China in one of
two ways: as an isolated, outlaw nation with nuclear weapons and a crumbling economy, or as a
trading partner whose le are exposed each day to the power of democracy and free enterprise.
We have tried both policies, and we understand what each produces. President Truman suspended
normal trade with China in an eftort to isolate the Communist Chinese regime, and President Carter
resumed normal trade relations as we abandoned our policy of isolation. Presidents Reagan, Bush
and Clinton have each extended normal trade relations to China.

“Sooner or later, trade protectionists of all stripes say the two words that they think will give their
position a ring of patriotism: “America first.” Tu<y don’t mean it, but [ do. The only good reason
for continuing normal trade relations with China has nothing to do with China and everything to do
with America. Our first responsibility is to policies that ben2fit working Americans and their
families. The Chinese government, the Chinese people and Chinese interests come second.

“I recall the words of President Reagan, spoken in his final State of the Union address. He

- expressed the genius of what America has to offer to oppressed people everywncis: “One of the
greatest contributions the United States can make to the world is to promote freedom as the key to
economic growth. A creative, competitive America is the answer to a changing world. not trade
wars that would close doors. create great barriers, and destroy millions of jobs. . . Where others
fear trade and economic growth, we see opportunitics for creating new wealth and undreamed-of
opportunities for mitlions in our own land and beyond. Wherc others seek to throw up barriers.
we seek 1o bring them down; where others take counsel of their fears, we follow our hopes.”

“1 agree with those words. [ su'on‘gx support the continuation of our normal trade relations with

China, because it means jobs. growth and opportunity for American families. and hope for people
all around the world.” -

54531 99-3
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PREPARED STATEMENT OF HON. ORRIN G. HATCH

Mr. Chairman, I join in welcoming our distinguished panels today. I wonder, Mr.
Chairman, if you urposefullg chose this date for this hearing. It is quite appro-
priate. It was on June 10, 1971, that President Richard Nixon lifted %le 21-year-
old trade embargo on China.

Clearly, this is not an issue new to the Senate. I recall well our debates over the
conditional MFN legislation vetoed by President Bush in 1992, which this body
wisely sustained. The issues have not changed, and one of our dutiés will be to de-
termine if China has changed enough to warrant status as a most favored nation.

I believe that the many religious, family values, labor, and other groups that op-
ﬁose MFN for China have made important arguments. There is much to consider

ere. And, the question must be answered: If by extending MFN status to Ckina
are we sending the wrong message with respect to China’s human rights policies,
labor practices, or religious liberties? I think we must respond to the assertion that
has been made by some that MFN is merely a tool for U.S. business.

Yet, there are substantial reasons to expect that general democratic foundations
in China will improve given strong U.S. influence that comes from closer economic
relationships between our two countries. .

Over thirty years ago, Professor Robert Dahl of Yale wrote a monumental work,
if not a classic on the evolution of healthy political democracies. Essential to this
process, he maintained, was the emergence of certain types of defenses against ex-
cessive state coercion. The historical dimensions of his work showed that the devel-
opment of parallel sources of influence come largely from changes in the control of
resources. In a few words, the emergence of middle classes along the lines that has
been occurring in China over the past two decades.

All Americans ought to take great pride in the development. But we have paid
a price for it. Those who oppose an extension of MFN understand these particular
costs well. They are correct when they say that American foreign policy is not all
})usiness. It isn’t. The moral element in our foreign policy will always be part of our
egacy.

e also have a current $39 billion trade deficit with China, at least from the per-
spective of many American workers who see Chinese exports benefiting from out-
rageous labor practices. Family-orierted groups find intolerable any appearance of
sanction of China’s population control policies; and religious interests object to the
widespread denial of religious freedom. China’s uncooperative nuclear, arms control,
and regional security practices have led to continued U.S. investment in regional
military vigilance. .

Mr. Chairman, I do not minimize these concerns. They are legitimate and the
are important. Yet, despite these shortcomings in our China relationship, I have al-
ways supported MFN for China. My grounds for this position are straigf'xt forward.

o Our national security interests are best promoted though continued engagement.
China did not use its Security Council veto to jeopardize multilateral actions
against Iraq during the Persian Gulf Crisis and has worked steadfastly with us
in urging North Korea to forego nuclear weapons developments.

Continuing commercial relationships ‘{'oster democracy. Professor Dahl’s

hypotheses have been validated: China doesn’t have a U.S.-style middle class,

but the past 20 years have been epochal. Initializing this transformation of Chi-
nese society was Deng Xiaoping’s own statement that “to get rich is glorious.”

Chinese exports have skyrocketed to $290 billion in 1996 from $38 billion in

1980. The effect has been rising prosperity that has awakened the world’s third
‘largest economy to the benefits of democracy, for which, in my judgment, the
likelihood of reverse is not immediate. I see nothing but continuation of this
trend as we maintain our steadfast pressure on China to agree to the intellec-
tual property reforms that will bring not only developmental technologies, but
the unrestricted access to outside news sources and influences that have al-
ready begun to occur in Cuba.
We can’t—and shouldn’t—ignore China. By far, China is the fastest growin
market for U.S. exports. As stated earlier, its irreversible growth as a global
wer needs to be integrated in as many ways as possible into every conceivable
international effort for world stability—including accession to the World Trade

Organization.

o And, of course, the China trade carries many benefits for the U.S. economy. De-
nial of MFN renewal would lead to-duties at levels ranging as high as 90 per-
cent of the basic import price of many goods, such as household electrical and
electronic items, toys, clothing, plastic articles, and many other goods. Those
hurt the most would be lower income consumers. This trade is reciprocated in
the rapid growth of major U.S. exports, such as agricultural goods, for which
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China, is our country’s sixth st market—and ﬁ:owmg My state, Utab, is
China’s major supplier of soda ash fertilizers. In addition, the World Bank fore-
casts that China will spend $750 billion in infrastructure development costs
that I want our companies to bid for.

Despite my strong sup‘port for China MFN, Mr. Chairman, [ am not ready to relax__ .
mg collateral support for continuing sanctions where China fails to_cooperate,
whether in the sectors of international arms control, nuclear proliferation, or fair
trade practices, such as intellectual property protection. But, I would hope that the
Chinese will have learned from decades of American foreign policy that MFN, even
if made permanent, as I hope will occur with China's accession, will not pro-
v1_de a carte blanche for continued bad behavior. MFN signals a form of trust. Xnd,
Richard Nixon knew well the diplomatic mantra to “trust but verify.” We must con-
tinue to hold China to its agreements.

PREPARED STATEMENT OF T. KUMAR

Thank you Mr. Chairman, and distinguished members of this committee. Amnesty
International is pleased to testify at this hearing. I have been asked to focus on the
human rights implications of maintaining Normal Trade Relations (Most Favored
Nation—MFN status) with China. I would like to point out that, unless the adminis-
tration gives equal priority to human rights and trade, the current trend of human
rights abuses is likely to continue.

Amnesty International is an international—grassroots—human rights organiza-
tion which has over a million members around the world and over three hundred
thousand members in the United States. We focus on the protection and promotion
of human rights around the world but do not take a position on a number of issues
including linking economic sanctions to human rights.

Since we do not take a position on economic sanctions, we also do not take a posi-
tion on the renewal of Normal Trade Relations (Most Favored Nation—MFN). We
do not oppose linking MFN status to human rights. Nor do we support or call for
such linkage. However, we strongly believe that the protection of human rights
should be an important part of the United States foreign policy. Accordingly, when
discussing any foreign policy issue, we believe that human rights conditions in those
countries should be taken into account.

Amnestly International USA welcomes Secretary Albright’s statement that no one
issue will be permitted to monopolize or dominate our bilateral relations with
China. We welcome it because US actions regarding China have gone much too far
toward signaling that one issue does dominate that relationship. But that issue is
not human rights, it is trade. No one would quarrel with a policy of “consistent prin-
ciples but flexible tactics,” unless “flexibility” is a code ignoring human rights when
raising human rights issues will anger major trading partners. There are disturbing
aiglnge xl'ega'rding the US relationship with China, which I will discuss in greater de-
tal ow.

The human rights situation in China has been of grave concern to us for several
years. Last year, we launched an international campaign to highlight these con-
cerns. Even though new and updated laws were introduced in March 1996 in China
with respect to the Criminal Procedure Law (CPL) and the Administrative Punish-
ment Law (APL), there has been .0 fundamental change in the governments’
human riﬁhtcsaf;ractiees. Dissent in any ferm continues to be repressed. Even high
profile political prisoners like Wei Jingsheni and Wang Dan have been sentenced
without any hesitation. Indeed, the Clinton Administration’s own human rights re-
port is forthright in noting that, if anything, human rights in China have deterio-
rated since the Clinton Administration de-linked trade and human rights. It would
be very difficult to contradict that conclusion.

An official ‘strike hard’ anti-crime campaign resulted in at least 3,500 executions
in 1996 alone. Most &rlsoners did not receive fair trials and many were executed
soon after their death sentences were pronounced. More people are executed in
China than in all other countries of the world combined, and the crimes for which
they are executed include counterfeiting value-added receipts. - . .

e have released several reports detailing the human rights situation in China,
including reports on torture, unfair trials, imprisonment of dissidents, mass execu-
tions, the wide scale use of forced labor camps, wide spread oppression in Tibet, per-
mt’z;on lti)f religious groups, and the practice of forced abortion to enforce “the one

polcy. . .

Over the years, Amnesty International has pressed the Clinton Administration to
pursue a strong, clear and consistent human rights policy towards China and other
countries. The Clinton Administration deserves p for being willing to publicly
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confront China at Geneva, especially in light of the extremely disappointing behav-
ior of some other nations there, in particular France. However, the Administration
has given mixed and confusing signals to China, reufarding its concern over human
rights. We can cite numerous examples, but I would like to mention one incident
that shocked the human rights community.

Last December, President Clinton met in the Oval office with the Chinese def~nse
minister Gen. Chi Haotian, who, at the time of the Tiananmen Square massacre of
June 1989, had operaticnal control over the involved trocps. The meeting was not
required by protocol. It was plainly a good will gesture to the man who personally
directed the butchery in Tiananmen Square. Worse still, it took place literally on
the eve of International Human Rights Day, December 10th.

_To this day, the Chinese government has refused to hold an impartial investiga-
tion into that massacre, where at least a thousand civilians were killed by troops.
The impunity granted to the military leadership responsible for these killings, al-
lows them to continue to violate human rights. B{lameeting with Gen. Chi, President
Clinton has given a clear signal to the Chinese that human rights is not a priority.
We hope that it was a blood-red carpet that the Clinton Administration rolled out
for Gen. Chi. It would be a step in the right direction if the Clinton Administration
would just take the ‘Hippocratic oath’ on China: ‘First Do No Harm'. This would en-
tail not meeting with Gen. Chi in the Oval office and not sending the signal that
trade is more important than human rights. .

It is ironic that while President Clinton gave a red carpet welcome to Gen. Chi,
he only paid a ‘drop by’ visit to His Holiness the Dalai Lama, our fellow Nobel Lau-
reate,

Actions such as these, have damaged the credibility of the Clinton Administration
and its seriousness in pursuing and advocating human rights. As a result, when the
Administration is serious in pursuing human rights issues, these attempts usually
end in failure in international forums. This was the case last year with the motion
to censure China at the UN Human Rights Commission. The motion which the Ad-
ministration cosponsored was defeated. Unless the Administration has a clear and
consistent human rights policy backed by real diplomatic muscle, experiences like
this will be repeated in future forums.

The Administration has failed to utilize different trade related forums to raise the
issue of human rights in a meaningful way. For example, on the official agenda of
the annual APEC conference, where our President meets the President of China to
discuss trade, the Clinton Administration did not propose the inclusion of human
g—(iighgs in the official agenda. Why is the Administration reluctant to propose this
idea?

The “trade first” policy of this Administration has seriously damaged the basic
rights of Chinese civilians. When the only suier power in the world, the United
States, is shying away from raising human rights issues with China, how can any
other country be expected to raise such issues? In reality, the United States is the
only country in the world which can take the lead in tackling the issue of human
ri%ts with the Chinese in a meani way. .

espite improved trade relations, human rights abuses are on the rise. For exam-
ple, the Administration’s (US State Dept.) own 1996 human rights country report
on China states “All public dissent against the party and the government was effec-
tively silenced by intimidation, exile, the imposition of prison terms, administrative
detention or house arrest. No dissidents were known to be active at year’s end “.

Unless human rights and trade are given equal priority, human rights abuses will
continue in the current pattern as detailed below:

—

ADMINISTRATIVE DETENTION

In recent years ‘shelter and investigation’ and ‘reeducation through labor’, both
forms of administrative detention, have been increasingly used to silence and punish
dissidents and members of religious or ethnic groups.

‘Shelter and investigation’ allows the police, on their own authority, to detain any-
one without charge for up to three months, merely on the suspicion that they may
have been involved in a crime. In around a third of known cases, people are held
for longer than three months. Several hundred thousand geople have been detained
on average each year for ‘shelter and investigation’ since the early 1980s.

‘Reeducation through labor, imposed by local government committees without
charge or trial, was increasingfy used to arbitrarily detain dissidents for up to three
years in Jabor camps. L .

Wang Donghai and Chen Longde, two pro-democracy activists from Zhejiang prov-
ince were detained in May 1996 after issuing a petition calling for the release of
political prisoners. Similarly Liu Xiaobo, a leading dissident was detained in Octo-
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ber 1996 after cosigning a letter calling for political reforms. W. Donghai, Chen
1l;mgde and Ego §iaobo were assigned terms of three years detea:gon fl':)% ‘reeduca-

on thro .

In Liu Xiaobo’s case, the administrative sentence was imposed with unprece-
dented speed, a few hours after his arrest, and in breach of the safeguards for a
fair and public hearing guaranteed by the new Administrative Punishment Law,
which had come into force one week before his arrest.

UNFAIR TRIALS

Trials continue to fall short of international standards, often with verdicts and
sentences allegedly decided by the authorities before the trial.

In a case which received international attention, prisoner of conscience Wang
Dan, a former student leader during the 1989 p emocracy protests, was sen-
tenced on October 30, 1996 to 11 years’ imprisonment after being convicted of ‘con-
spiring to overthrow the government’. The sentence was handed down after a trial
from which foreign journalists and independent observers were excluded. No defense
witnesses were ed in court and there was evidence that the text of the verdict
had been prepared in advance. Wang Dan's appeal against the verdict and sentence
was rejected by a high court in November after a 10 minute hearing.

In another case, iawang Choephel, A 30 year-old student of performing arts has
been detained since August 1995. He was tried behind closed doors at Shigatse In-
termediate People’s Court and handed down an 18-year jail term for ‘espionage ac-
tivities’. A young musicologist of some repute, he traveled from India to Tibet in
July 1995 to film and record traditional Tibetan performing arts. Amnesty Inter-
national has received detailed information indicatix’;%l that his travel to Tibet had no
other pi se than the study of performing arts. The authorities have provided no
evidence that he was involved in activities threatening national security.

TORTURE AND ILL TREATMENT

Torture is endemic in China, despite the government’s declared opposition to its
use. Criminal suspects are frequently tortured to make them ‘confess’. The contin-
ued use of torture by police to speed up confessions was acknowledged in November
1996 by the official Guan]gming aily in an article denouncing increasing corruption
among judicial personnel. The authorities however have failed to introduce safe-
guards to prevent torture or to bring many torturers to justice and many cases of
torture and ill treatment, including some resulting in death, continue to be reported
by unofficial sources.

In March 1996 for example, information came to light about Wang Jingbo, a
youn%ufactory employee in ijingmwho was reportedly beaten to death a few days
after his arrest by the Chaoyang district police in late 1995. An autopsy showed that
he had 12 broken ribs and had suffered a brain hemorrhage. Police reportedly told
his family in March 1996 that he had been beaten by other prisoners, but no judicial
investigation into his case is known to have been carried out. .

The most common forms of torture include severe beatings, whipping, kicking, the
use of electric batons that give powerful shocks, the prolonged use of handcuffs or
leg-irons and suspension by the arms. .

n mid-August 1996, prisoner of conscience Chen I.onige was reportedly kicked,
punched and beaten with an electric baton by a prison officer at the Luoshan labor
camp in Zhejiang province, and jumped from a third story window in order to escape
the beating. He suffered serious injuries, including hip and leg fractures and was
admitted to hospital. The beating was reportedly inflicted on him to make him ‘ac-
knowledge his guilt’.

POLITICAL DISSIDENTS

On June 4, 1989 the Chinese authorities sent tanks and troops to ‘clear’
Tiananmen Square in Beijing. At least a thousand people were killed and Amnesty
International considers these deaths resulted from extra-judicial executions: delib-
erate and targeted killings of peaceful demonstrators by government forces. In the
crack-down that followed, hundreds of people were sentenced to long term imprison-
ment for ‘counter-revolutionary’ offenses.

Eight years after the massacre, %eople attempting to commemorate the victims of
the cracidown or to monitor the human rights violations which resulted from it,
have been harassed or jailed. Over 300 prisoners of conscience remain incarcerated
for their activities during the protests. »

The Chinese Government has still not officially accounted for those killed injured
or arrested. The authorities still justify tl.e events as the suppression of a ‘counter—
revolutionary’ riot, and have taken no steps to publicly investigate the cir-
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cumstances of the killings and bring to justice those found responsible for human
rights violations.

THE DEATH PENALTY

More people are executed every year in China than in all other countries of the
world combined. In China there are about 68 offenses punishable by death, includ-
ing theft, burglary, hooliganism, seriously disrupting public order, pimpi.rg, the traf-
ficking of women, taking bribes, corruption, forgery and tax evasion. Condemned
prisoners tend to be paraded at mass rallies or through the streets before being pri-
vately executed.

Spates of executions often precede major festivals or international events and usu-
ally accompany official announcements of anti-crime campaigns. A ‘strike hard cam-
paign’ against crime, for example, led to at least 3,500 executions in 1996.

. Execution is usuaily carried out shortly or immediately after the sentence is pub-
licly announced. In Jilin province, for example, three men. Tian Zhijia, Tian
Zhiquan and Zhaolian, were executed on May 31, 1996—seven days after their ar-
rest—for allegedly committing a robbery on May 21, 1996. Their trial, sentencing,
as well as the hearing of one of the three men's appeal and the review and approval
of the three death sentences by a high court, all took place between their arrest on
May 24 and May 28 1996.

me people are executed solely on the basis of confessions which may have been
extracted under torture. Executed prisoner~ organs are used for transplants and
there has been some correlation between tl - need for organs and the number of exe-
cutions which take place.

RELIGIOUS PERSECUTION

Over the last 15 years there has been a revival of religion in China. There are
five officially recognized religions in China: Buddhism, Daoism, Islam, Catholicism
and Protestantism. Within these recognized religions a believer must register and
only attend an officially recognized place of worshx;p. Those who join the growing
number of unregistered religious groups face heavy fines, harassment and imprison-
ment.

The government recently reiterated the need to emphasize ‘patriotism’ in all reli-
gious activities especially in the practice of Buddhism in Tibet, and Islam in
Xinjiang, where religion may be seen by the authorities as a threat to their power.
Christians

Christians are free to worship in government affiliated Churches. But if they join
one of the growing number of unregistered religious groups they face heavy fines,
harassment and imprisonment.

Who is at Risk?

. 8ﬁfl1cial statistics claim that there are 10.5 million Catholics and Protestants in
na.
e An internal Chinese Communist Party document (Feb. 1996) however stated
that there were 25 million Catholics and Protestants in Caina.
o According to these internal documents, many Catholic and Protestant believers
in cities are intellectuals, management executives and educated middle-aged
people. In villages many are newly enriched peasants or village officials.

Restrictions on Worship

Since the 1950’s government afl?roved organizations have been established to en-
sure that religious practice in China is “free of any foreign domination.” The Chi-
nese Catholic Patriotic Association (CPA), for example was created to replace the
authority of the Pope over the Chinese Catholic Church. Over.the years, Catholics
who remained loyal to the Vatican and refused to join the CPA have been per-
secuted. Similar persecution was meted out to Christian groups who organized reli-
ious activities independently of the government sanctioned Three-Self Patriotic
ovement of Protestant Churches (TSPM).

Increased Repression -

Repression of unauthorized religious activities has intensified since 1994. Many
peaceful but unregistered religious gatherings have been raided by police, and those
attending have been beaten, threatened and detained. Religious leaders usually
tend to be the primary targets of harassment and imprisonment. . )

Harassment of Christians has often increased prior to, and during, important
events or Christian festivals such as Christmas or Easter. During the United Na-
tions World Conference on Women several Christians were temporarily detained by



67

the police, many were harassed, questioned, put under surveillance or told not to
leave their homes. A few examples of religious persecution follow: .
Protestants ‘ o ; C o
¢ Lin Xiangao, also known as Samuel Lam, aged 71, is the leader of a Protestant
house-church in Guanﬁzhou, Guangdong province, which is reported to have
about 1600 members. He has spent more 20 years in prison and has suf-
fered regular police harassment.
¢ In Noveinber 1995 at least six house churches in Shanghai were raided simulta-
ﬁeously and hundreds of Bibles and other Christian literature confiscated by po-

ce.

» A number of political and labor activists who were active Christians have also
been detained. Xiao Biguang for example, 34, an academic and labor activist,
is an active Christian and members of the Gangwashi church, an officially reg-
istered church in Beijing. In 1996 he was assigned to 3 years reeducation
through labor for creating a “negative atmosphere” among his students at a
theological seminary. .

Roman Catholics :
o In April 1995 during Easter celebrations between 30 and 40 Roman Catholics

were detained by police officers from Linchuan city, Jiangxi province, after a
mass prayer meeting was held on Yujiashan mountain. Most of those detained
were released after payment of a fine equivalent to about three months’ income
but four people, Pan Kunming, Yu Qixiang, Yu Shuisheng, and Rao Yanping
were chargeef sentenced and are currently serving prison terms.
¢ Guo Bole, a 58 9year-old Jesuit priest went missing from his home in Shanghai
in November 1995 after he celebrated Mass for 250 fisherman on a boat. On
January 4, 1996 he was assigned to two years’ reeducation through labor.
In May 1996, over 2000 troops supgorted by armored cars and helicopters are
reported to have prevented Roman Catholics from attending an annual pilgrim-
age to Dong Lu, Hebei province. Catholic Priests and lay people were detained
as a result of the crackdown.

e In April 1996, a up of Roman Catholics from Xiao county, Anhui province,
were detained and many of them beaten after getitx'oning local authorities for
g:ie rgturn of church property. Fourteen Roman Catholics were subsequently de-

ned. -
Tibet (Buddhists)

Thonsands of Tibetan monks, nuns and juveniles have been arbitrarily detained
and many tortured. While new arrests were carried out in 1996 and 1997, over 600
prisoners jailed in previous years are believed to remain in prison.

A crackdown on suspected nationalists and religious groups in Tibet was carried
out during a ‘strike hard’ campaign in early 1996. Authorities ordered the closure
of monasteries which had ‘political’ problems. Between May and October 1996, offi-
cial propaganda teams carried out a political ‘re-education’ campax"ﬁn in several
monasteries, resulting in the arrest of at least 15 monks and the expulsion of many
more from their monasteries.

Amnesty International is also currently concerned about the welfare of eiﬁht year
old Gedhun Choekyi Nyima who has not been seen for over two years. Gedhun was
chosen by the Dalai Lama to be the 11th Panchen Lama, the second holiest Tibetan
airitua] leader. Beijing does not recognize the Dalai Lama’s choice of the Panchen

ma.

After two years of incommunicado detention and a secret trial, a senior Tibetan
Lama (Chadrel Rimpoche) and two other Tibetans (Champa Chung and Samdrup)
have been convicted of (rolitical ‘crimes’ and sentenced to prison terms for commu-
nicating with the exiled Dalai Lama over the search for the reincarnation of the
Panchen Lama.

Xinjiang (Muslims)

There are 30-40 million Muslims in China, most of which live in Xinjiang (North
West China). In May 1996, private scripture classes and teaching of religion in
schools and factories were banned. All books dea.l.ixewith Islam can only be ﬂ;lmlg-
lished by the Xinjiang People’s Publication house r approval from t*e authori-

According to unofficial sources, 180 Muslim religious leaders, Koranic professors
and students were arrested between May and September 1996 and over 100 Koranic
schools closed down. Between late April and early June 1996, 2,773 su)sgep_ted ‘sepa-
ratists’, alleged terrorists and ordinary criminals were arrested in Xinjiang in a
‘strike hard’ anti-crime campaign.
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.On Feb 20, 1997, ethnic unrest in Yining led to 15 arrests, according to offi-
cial sources. Nine other people have formally been arrested for alieged involvement
.-.in bombings which tool:(rlace in- Urumgqi, -the capital of Xinjiang, on February 25, -~
1997. Three bombs exploded on public buses that dz:{. reportedly killing nine people
and injuring 74. Amnesty International is concerned that all detainees should have
a public and fair trial, with adequate time and facilities to prepare their defense,
in accordance with international standards. Exiled opposition groups claim that the
riots were provoked by the execution of 30 Muslim nationalists and growing restric-
tions on religious freedom.

Inner Mongolia

The Chinese authorities are cracking down on suspected nationalists in Inner
Mongolia. Two ethnic Mongol intellectuals (Hada and Tegexi) accused of ‘separatist’
activities have recently had their appeals against harsh political sentences (10 and
15 years imprisonment respectively) reje by the Chinese authorities.

WOMEN AND THE ‘ONE CHILD POLICY’

Birth control has been compulsory in China since 1979. Government demog-
raphers set a target for the stabilization of the population by the year 2000. The
target currently stands at 1.3 billion, which they claim can only be achieved through
“strict measures.” Strict measures involve the quota system, and the “one child pol-
icy” and sanctions are enforced if these are not complied with.

The Quota System

Women must have official permission to bear children. Birth control is enforced
thmugll%quotas allocated to each work or social unit (such as school, factory or vil-
lage). The quotas fix the number of children that may be born annually in each unit.
Since 1991 Local Officials (cadres) have become directly responsible for monitoring
the quotas and a cadres performance, in part, is now evaluated on the implementa-
tion of the birth control policy. Cadres may lose bonuses or face penalties if they
fail to keep within the quota.

“The One Child Policy”

“The one child policy” is China’s official birth control policy. The regulations, sanc-
tions and incentives of “the one child policy” are left almost entirely to the county
level administration, who determine them “according to the local situation.”

¢ In most regions, urban couples may have only one child, while rural couples

may have a second if the first is a girl. A third child is “prohibited” in most
available regulations.

» Regulations covering migrant women indicate that abortion is mandatory if the

woman does not return to her home region.

¢ Abortion is mandated for unmarried women.

o Couples diagnosed as having serious hereditary diseases have been the target

of additional measures and new laws.

Sanctions

Couples who have a child “above the quota” are subject to sanctions, this may in-

clude one or more of the following:

o heavy fines

o a withdrawal of a work bonus

¢ dismissal / demotion (state emFloyees)

¢ Detention and ill-treatment of relatives of those attempting to avoid abortion
or sterilization.. This still occurs despite a Supreme People’s Court ruling
against it in 1990.

e psychological intimidation and harassment, commonly used to “persuade” preg-
nant women to have an abortion. This may involve visits, often in the middle
of the night, from groups of family planning officials.

In the face of such pressure, women facing unwanted abortion or sterilization are

likely to feel they have no option but to comply.

Forced Abortions and Sterilization

Family planning officials working in Liaoning and Fujian Provinces from the mid-
1980s to the mid-1990s ’ﬁ:ve testimony as to the treatment of women pregnant with
“out of plan children.” They stated that women were detained in storerooms or of-
fices for as long as they resisted beinf “persuaded” to have an abortion. This could
last several days. One official reported being able to transfer women to the local de-
tention center for up to two months if they remained intransigent. Once a woman
relented, the official would escort her to the local hospital and wait until the doctor
performing the abortion had signed a statement that the abortion had been carried
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out. Unless the woman was considered too weak, it was normal for her to be steri-
lized straight after the abortion. -

. Official Chinese Policy . = . . . . .. .
A White Paper on family planning was produced by the Chinese government in

August 1995 as the basis of official comments on birth control in China at the World
Women’s Conference and NGO Forum.

The authorities asserted thst “coercion is not permitted” and that the “Chinese
government is against promoting induced abortion.” However sanctions are imposed
on officials who fail to meet quota targets, women who deviate from the “one child
policy” and those who assist women to circumvent the official policies. This is in
strong contrast to the lack of sanctions taken against officials who use coercion. It
is evident that official policy is inconsistent with what occurs in practice.

Amnesty International remains concerned that there is no evidence that the au-
thorities have yet set in place effective measures to ensure that such coercion is not
only forbidden on paper, but persecuted, punished and prevented in practice.

It is time to put human rights on an equal footing with trade. Without this
change, the current disturbing trend of human rights abuses will continue in China.
Thank you for inviting Amnesty International to testify before this committee.

PREPARED STATEMENT OF NICcK LIANG

Thank you very much for the opportunity to testify today about a very serious
concern: trade relations with China. There may be hundreds of reasons to support
or to revoke MFN trade status to China.

But I just want to give you five reasons from m{down background as to why I,
a former student leader in the Tiananmen Student Movement, support engagement
and normal trade relationship with China. These five reasons are:

1. TRADE CREATES EXCHANGE OF INFORMATION AND IDEAS AS WELL AS OF GOODS AND
CAPITAL.

The freedom of choice inherent in free trade further enhances independent
thought which is a requisite for democratic process.

2. TRADE ACTS AS LEVERAGE FOR PROMOTING HUMAN RIGHTS, DEMOCRACY, AND RULE
OF LAW IN CHINA, AND BUSINESS PEOPLE CAN BE THE BEST LOBBYISTS FOR THOSE
CAUSES.

Human rights, democracy, and rule of law are simply good, healthy business prac-
tices. And business people—whether in sales and management or executives—are
well-positioned to promote them.

3. CHINA'S FREE THINKERS, INCLUDING DISSIDENTS NOW IN PRISON, SUPPORT MFN TO
CHINA. _

In a closed society such as China, its intelligentsia can nevertheless play an im-
portant role in influencing policy. And China’s dissident intellectuals support MFN.

4. CHINA'S COMMON STUDENTS, WHO ARE THE FUTURE OF CHINA, SUPPORT MFN. SOME
HAVE GIVEN THEIR LIVES, FOR DIALOGUE AND EXCHANGE, OVER CONTAINMENT AND
ISOLATION.

The spirit of their dedication and sacrifice urges us to support MFN to China.

5. TRADE HELPS TO ESTABLISH, DEVELOP, AND MAINTAIN HUMAN EXCHANGES BETWEEN
OUR TWO GREAT NATIONS AND, FURTHERMORE, FOSTERS A CIVIL SOCIETY IN CHINA.

Civil society and exchange of ideas across borders are both essential ingredients
for democracy to flourish. And I believe all of you gathered here today join me is
wishing to see democracy flourish in China.

* & ® %

My name is Nick Liang, and I am 28 years of age. Part of my general background
is nl);'eady somehow familiar to all of you through my more famous colleagues of

* Tiananmen Square, Wang Dan, Cai Lin, Shen Tong, Wu'er Kaixi, et al. I've never

told my own story to the American public until now. However, I am moved to do
8o now in this MHQ debate in order to explain the aforementioned reasons.

First, let me tell you just a bit about myself, to “put a human face” on what I
have to say. Nothing in my life, before or since, will ever compare to those days in
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the spring of 1989 in Tiananmen Square where I was one of the student leaders.
Elected to the nine-member standingrscommittee of the Autonomous Federation of
Students in Beijing—one of China’s t true nongovernmental associations—I par-

---ticipated in all major decision-making processes of the 1989 Movement, including

the failed negotiation with Premier Li Peng to end the hunger strike. And, while
struggling to organize the withdrawal of the students in the Square, on June 4
1989, I experienced first-hand China’s darkest hour.

After funerals and memorial services for the innocent students who died in the
Massacre, I had to go into hiding since the Chinese Communist Party posted my
name as #7 on their Most-Wanted list everywhere in China. During my year under-
ground, I outgrew my instinctive anger and had time to instead think rationall
about China’s contemporary situation and its future. The close contacts I had wit
China'’s common pe(;p e strengthened my belief in the necessity for China to con-
tinue on its path of reform and change, and that such change could only come
through peaceful evolution; and the deep sorrow I still felt towards all the dead in
the Movement, common citizens of Beijing, students, and even soldiers fooled by the
power brokers, reminded me that they sacrificed their lives not for political power
strug;ﬂes but the prosperity and welfare of Chinese Seople.

With these beliefs in mind, I joined the overseas democracy and human rights or-
ganizations, chairing both the motion and Fundraising Committees of the Alli-
ance for a Democratic China, the largest pro-democracy organization overseas, and
served as Council Member and long-time advisor for the Independent Federation of
Chinese Students and Scholars (IFCSS).

Continuing to take an active part in the Movement for human rights, democracy,
freedom, and justice in China, in 1995 I made an independent step of my own. By
this time, China’s economy had wn and pockets of independent space were
emerging in between the State and mass-society. Inspired by the ultimate goals of
the student movement and even the hunger strike—seeking dialogue between the
decisionmakers and the people, at all levels of the society—and out of concern for
Chinese people’s welfare instead of ideological conflicts, I founded China Society. Its

urpose, to promote and maintain constructive communication, exchanges, and dia-
ogue, between China and the United States and to foster civil society in China by
strengthening its nongovernmental organizations (NGO’s) in the fields of art and
culture, education, rural development, environmental grotection, religion and spir-
ituality, and other areas ignored or even outlawed by the Chinese government. Dur-
ing my seven years of exile thus far, my contacts with China’s independent artists,
musicians, educators, law professionals, business leaders, legislators and even sen-
ior governmental officials in local and central government did not cease but instead
increased substantially—and in no small part due to flourishing trade. My con-
ﬁ}(lience in the emergence of a viable civil society and democracy in China is stronger
than ever.

As one of the players, I have not stopped fighting for human rights and democracy
in China. And I strongly believe that the West has many good vehicles to help im-
prove human rights in China, such as military exchanges, rather than MFN trade
status. Speaking from my own special background, I am supporting normal trade
relationships between China and the United States from the following perspectives.

1. TRADE CREATES EXCHANGE OF INFORMATION AND IDEAS AS WELL AS OF GOODS AND
CAPITAL.

Born in the so-called Great Cultural Revolution, I and my fellow students in
Tiananmen Student Movement came of age in the years when China had to adopt
the Open Door policy for economic development. When trade brou%l;t our eyes be-
yond (E,hina’s borders, we were shocked by the huge discrepancies between China’s
overwhelming poverty and hj%h-quah't standard of living in the West, and we
began to chaﬁenge the dreams depicted long time ago by the communist party.

Intellectuals and students of our generation began the journey to explore real so-
lutions to China’s problems. In the early 1980s, trade with the West also brought
to China a flood of information: Western beliefs and thought on history, human na-
ture, social change, and political systems. Intellectuals of Mr. Fang Lizhi's genera-
tion deliberately introduced to China a large volume of works from the United
States and other Western countries. And the political philosophy of many leading
Chinese dissidents, including myself and many of my colleagues in the Tiananmen
Student Movement, was derived from this open era in China. .

Actually, the Student Movement was able to attract international attention and
support because China had become sc involved in the international economy. Fur-
thermore, the Tiananmen Student Movement cost $200,000.00/day for tents, food
and medicines and couldn’t have lasted for as long as did if there hadn’t been for
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donations from private entrepreneurs in China, tourists, and businessmen from

overseas. Perhaps economic develt:gment will not automatically brings democracy,

but trade and economic exch d help China’s liberal forces shaping democratic
and improvements in human rights. e -

Most importantly, economic trade is building the foundations for a well-operating

democratic social and politica! system—a market economy with hard-working, cre-

ative spirits, respect for private property, and fair competition. And no businessman

:lgn t;ge;a;lte v;llt:mut bm&u contracts, so trade is also strengthening China’s transi-
on e of law. .

2. TRADE ACTS AS A LEVERAGE FOR PROMOTING HUMAN RIGHTS, DEMOCRACY, AND
RULE OF LAW IN CHINA, AND BUSINESS PEOPLE CAN BE THE BEST LOBBYISTS FOR
THOSE CAUSES.

You might be aware that without normal trade relationshir. the Chinese govern-
ment leaves no room for engagement with the Chinese people due to its rigid con-
cepts of “friends” versus “enemies.” Hence, only in the normalized trade relationship
between China and the United States could democratic influences continue to assist
the liberal forces in China. Global economic interdependence grants leverage to in-
fluence China’s unfair policies, such as export of prison-labor goods. You are already
familiar with the importance of letting Chinese “keep face” in diplomatic relations.
Business people thus have excellent opportunities to engage Chinese leaders off-the-
record of matters of concern such as human rignts abuse.

Promoting human rights is promoting a healthy business environment. And, as
I have learned, concern for human rights is very much an American principle. Com-
panies such as Rebok, Sears, and Levis, and individuals such as John Kamm—fa-
miliar to you all—have set a great example for all of us. Their work, however, is
contingent on normal trade relations.

3. CHINA’S FREE THINKERS, INCLUDING DISSIDENTS NOW IN PRISON, SUPPORT MFN TO
CHINA.

In the spring of 1994, I had a long phone conversation with Mr. Wang Dan, the
student leader named No. 1 on the Most-Wanted list, during his short time of free-
dom. As in all discussions related to how to change China effectively, MFN issue
was one of our focuses.

In our talk, we agreed that China and the Chinese people need trade relation-
ships with the United States, and that Chinese democracy movement leaders should
represent the people in China, speak out for Chinese people’s welfare, and take a
stand on the MFIG issue. In the early 1990s, Chinese government leaders tried to
defame Chinese democracy movement leaders by blaming them for conditionalizing
MFN trade status, aocusix¥ them of seeking their own benefits, traitors of the na-
tion’s interest, betrayers of the Chinese peorle’s will. But the real leaders like Mr.
Wang Dan in my generation, and Mr. Wei Jingsheng, representative of the genera-
tion of my mentors, all made statements supporting unconditional MFN trade status
to China. (Wei Jingsheng insisted to John ttuck, of the State Department, that
trade sanctions would only hurt ordinary people, not officials). They are not only
representatives of the democracy movement in Cil.ina, but also mature representa-
tives of all the Chinese people’s interests.

4. CHINA'S COMMON STUDENTS, WHO ARE THE FUTURE OF CHINA, SUPPORT MFN. SOME
HAVE GIVEN THEIR LIVES.

In your country, 10% of your students go on to a higher education. In my country,
onlﬁll% They thus represent the future of the nation.

e students of the Tiananmen Movement of 1989 sacrificed their lives for in-_

creased communication, exchange, and dialogue rather than containment and isola-
tion. The spirit of the Movement guides us to support MFN status for China. The
Tiananmen Student Movement and its bloody ending somehow was one of the major
issues of MFN debates in earlier years. Anger, sympathy, and other emotional reac-
tions to the results of the wrong-doings of the Chinese government regarding this
historic event mjﬁxt have become the most a&pealing reasons to revoke MFN trade
status to China. However, I believe none of the common students who participated
in the movement would ask for revoking China’s MFN trade status.

The ultimate goal of the hunger strikers was to have free and equal dialogues be-
tween the society and the government, communications among all levels of society,
and exchanges between China and the West. The students realized that social con-
flicts in China could be only resolved through otﬁn dialogue and communications
between the people and the government, and urth
changed following models of the West. T‘t’xey had been seeking for communication

t China could be only further
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channels with the iovernment since the beginning. After the declaration of martial
law in Beijing, the r strikers asked only to have dialogue with the government
and negotiate a peaceful end to the demonstrations.

- - Though-the efforts in 1989 failed due to power struggles in the Chiriese Com-

munist Party, students and intellectuals have continued to seek opportunities to
have dialogue with various governmental branches in order to advance social and
litical reform in China. The spirit of the Tiananmen Movement is not one of con-
ntation, not one of hatred, not one of,containment, but one of engagement. And
as one of the students from Tiananmen carrying on this spirit, I support MFN trade
status, which is a very primary and effective vehicle of engagement.

5. TRADE HELPS TO ESTABLISH, DEVELOP, AND MAINTAIN HUMAN EXCHANGES BETWEEN
OUR TWO GREAT NATIONS AND, FURTHERMORE, FOSTERS A CIVIL SOCIETY IN CHINA.

One of the people of the Tiananmen Square Movement who had the most influ-
ence on me was Zhou Duo, then 43 years old. He had been a lecturer at Beijing
University but in 1989 he was the head of one of China’s first independent think
tanks, funded by China’s biggest computer company. He impressed on me the im-
portance of civil society to China’s evolution—so people could express their energy
and creativity and freely engage in independent thought and exchange of ideas,
without central l.sﬂt‘)vemmeni: control. This may sound normal to you, but in China
this was extraordinary. And his personal example showed that sponsorship by pri-
vate enterprise could make that possible. .

We are all aware of the brutal, tragic, and stupid ending the Chinese government
put to our Movement, which I deeply regret. Six years later, however, despite West-
ern sanctions and the government’s own mistakes, the economy flourished, and that
independent sector I had only glimpsed was now starting coming back.

So, inheriting from Tiananmen gquare the spirit of self-sacrifice, the approach of
peaceful evolution, and the willingness for dialogue, I founded China Society, dedi-
cated to fostering a civil society that is only now newly emerging in China. Its goal
can only be achieved through contacts, dialogues, communications, and exchanges
between China and the democratic West. Among all forms of exchange, trade has
been the most irresistible force bringing China not only a new material lifestyle but
also new ideas, new mentality, and new philosophies of life and social activities.

For trade and economic reasons, over 200,000 Chinese officials, business execu-
tives come to the United States every year since 1992. China Society takes the ad-
vantage to “re-educate” these officials and social elites with American thought, busi-
ness ethics, managerial skills, and most of all, the facts of prosperity and freedom
in democratic society. -

Among other things, China Society designs a series of training programs for Chi-
nese private entrepreneurs who are already highly inclined to accept Western busi-
ness models and play an active role in the social changes in China.

In an environment of trade and economic exchanges with China, China Society
can directly help the independent cultural movement in China with cultural ex-
changes programs. In 1995, we sponsored the premier U.S. tour for Mr. Cui Jian,
the No. 1 rock musician in China (with a billion followers throughout Asia) who is
also an activist and long-time colleague in the independent cultural movement. In
1996, we curated art exhibitions in the United States for China’s leading avant
guard artists who are disapproved by the official Chinese propaﬁanda machine. In
1997, we brought to the West Chinese film and TV producers and directors, artists,
writers, and other professionals in the fields of culture, education, and social
science—despite the Chinese government lack of support of, or even opposing to,
their direct exchanges with the West.

In addition to supporting China’s independent cultural and educational move-
ments, China Society is also working on its fledging environmental movement, non-
governmental organizations and other independent social movement or develop-
mental trends. We have brought Chinese delegations on environmental protection
to the United States. We are also planning to host a training programs for organiz-
ers and managers of NGOs. Though most civic organizations in China still rely on
the government for financial support and thus are under governmental influence
and control, they certainly gain strength from the private sector to become inde-
pendent, grass roots, policy-shaping, social organizations in China.

All of China Society’s exchange programs are either directly benefited or indirectly
enhanced by the trade relationship between the United States and China. Today,
a week from Anniversary of the June Fourth Massacre, I am honored to have been
given such an important opportunity to pro]ierly commemorate my colleagues with
this testimony supporting normal trade relationship with China, supporting ex-
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changes fostering the civil society, and su rtmg e ment accelerati aceful
evolution in China, which are what they sgpc;)'iﬁee f;ﬁa ge ting pe
Thank your for your considerate attention.

PREPARED STATEMENT OF LAWRENCE PEMBLE

I would like to thank the Committee for the opportunity to speak today on the
subject of MFN renewal for China. First and foremost I applaud the Committee’s
choice of names for this hearing; it is indeed “normal” trade relations that are the
true subject at hand.

The renewal of unconditional MFN trade status, the pursuit of “normal” trade re-
lations with China, is an issue of naticnal importance that directly affects us all.
Not only me and the people that work with me, and the American business commu-
nity, but all of us as Americans. It is an issue tixat, in my opinion, the United States
ap{)roaches poorly and with repeated detrimental results.

hope that my testimony here today will provide perhaps some new insight or
some new Ferspective for you. Our company may be an unusual point of reference
for many of you. At the core of m{ company, known as Chindex, is a group of Ameri-
cans who have been working exclusively in China since 1981. We are all fluent Chi-
nese speakers, many of us have degrees in Chinese or Asian studies, many of us
have lived in China for extended periods of time. By American corporate standards
Chindex is a small public company. We employee 135 people, 120 of whom are in
China. We export American medical and industrial equipment to China and will
open the first 1n a series of private hospitals in China this year. By American China
trade standards we have an extraordinary lonﬁevity of experience. We have seen ev-
erything there has been to see in terms of the U.S.-China trade relationship over
the past 16 years. We remember a time when we did not endure this annual China-
bashing ritual of recent years, and we have weathered the ups and downs it has
caused all of us since then. I hope that this experience and the insights we have
gained from it will be useful to you in your deliberations on the MFN issue this
year.

As an American business in China, Chindex has a very clear and very definite
desire for normal trade relations between our two countries. It is in fact through
the process of normal commerce that we move toward our goals, not simply as
businesspeople, but as international citizens. It is precisely througfx the process of
normal interaction and engagement that the most progress is made on all fronts:
humanitarian, diplomatic, strategic, cultural, educational, spiritual and commercial.

I've spent my career taking an American message to-China. I believe that the ben-
efits and influences which my company has brought to both America and China-in
the course of my work extend far beyond my company’s balance sheet. But we need
Kgur help to continue to do that. We need a firm, reliable and stable relationship

tween the United States and China in order to continue to grow. We need your
help to stay competitive in the international marketplace. We need your help to re-
assure our emglloyees, both American and Chinese, that we will live through an-
other year of this process that has everyone on eggshells for three or four months
a year and always seems to threaten our current and future projects. We need your
help to reassure our Chinese customers that we will be around next li'ear to suptggrt
thed goods we have sold them and that our government will not pull the rug out from
under us.

The revocation of China’s MFN status would be a devastating blow to Chindex.
We already face fierce competition in the Chinese marketplace from European, Jap-
anese, and Australian manufacturers. The end of MFN would mean that China
would adopt similar tariff increases so that the prices of U.S. goods to Chinese cus-
tomers would become completely non-competitive against goods from countries who
have normal trade relations with China. The end of MFN would threaten the exist-
ence of Chindex as a U.S. company, and the export of $35 million in medical and
industrial equipment which we are responsible for exporting to China annually. In
such a scenario, our 135 employees would no longer have jobs, and beyond that, it
would seriously affect the U.S. manufacturers whose equipment we gell in China.
Our clients are headquarter in fourteen states across the country, and we have ex-

rted equipment from almost every state in America. All of these companies would
B: adversely affected if the United States dissolved the normal trading relationship
that it now has with China. ' .

Throughout Chindex’s history as a company, one of our goals has been to improve
the condition of healthcare in China. We began working toward this goal from the
beginning by supplying the Chinese marketplace with high-quality U.S. medical
equipment and instrumehtation. This year, r several years in the development,



74

Chindex wilclhﬁpen the first private hospital in Beijing—a specialty hospital for
women and children. Our plans are to open several more of these hospitals through-
out China during the next several years. Without MFN, and without a sustained
normal trading relationship between the United States and China, the continual
process of improving healthcare in China over time will be seriously jeopardized.

American business is often criticized in this China MFN dialogue for being fo-
cused solely on commercial issues. We are accused of being lobbyists for Beijing, and
of selling out on human rights. Frankly I think the people who accuse us of this
are spending too much time in the United States reading and th.inkinﬁlabout China
and not enough time in China learning about what is really going on there and how
much progress has been made. From what they say it seems to me they have not
been speaking to many Chinese peogle about how good U.S.-China economic rela-
tions have improved their lives and the lives of their families.

Of course, we should all understand that progress is not perfection. Those of us
who know China best have a keen awareness of the problems there. But we also
have an appreciation of the context of these problems and an appreciation of how
a trade war with China will make them worse, not better.

When I first went to China as a student in 1979 I found a countliy whose citizens
were vera_‘sus icious, distrustful, and fearful of their government. For example, my
Chinese friends had to take me to a secret place to tell me about their experiences
during the Cultural Revolution. Chinese society has since become considerably more
open, and today my Chinese friends and business associates openly joke about their
lives during the Cultural Revolution. The fear that affected many Chinese in the
wake of the Tiananmen Square massacre dissipated even more rapidly. Chinese who
in 1991 would only discuss their opinions about or involvement in the 1989 dem-
onstrations in secret with close friends, now, if asked, are more willing to speak
openly about it to near strangers. :

Perhaps the most simple survey of progress in China is what I call the “taxi cab
test.” If a study were made of the content of conversations held between taxi drivers
and foreign passengers in 1980, 1985, 1990, and 1997, it would certainly find a
trend that reJ)licates the trend that we have seen in Chinese society since modern
China opened to the West in 1979. Whereas in 1980, foreigners were a spectacle to
be dgawked at, in 1997 they are a fountain of information about politics, business
and prosperity, religion, and new cultures. On a recent visit to Beijing, I had a
le y conversation with a taxi driver about entrepreneurship and his own goals
and dreams. Today, there is also no hesitation or fear in rendering frank opinions
of China’s leaders, which can often be quite unflattering.

Our company can serve as a good example of the gradual transfer of American
values and business practices within a Chinese context. When we began in 1981,
all management positions were filled by American expatriates. As we have grown
and different layers of management have developed, an increasing percentage of
management positions have been filled by Chinese nationals. Our employees receive
business and technical training both in China and in the United States. We have
seen that as our Chinese employees begin to witness and understand the U.S. busi-
ness and management practices which we follow in China, they begin to follow our
leadership on the full range of business management issues. 1 wish that I could
show you a videotape of a Chindex management meeting in Beijing. You would see
our Cﬂinese managers openly discussing concepts of customer service, competitive-
ness, level playing fields, flexibility in the marketplace, cooperation, fairness, honest
dealing, ang developing strong and lasting relationships with our customers.

I hope if you haven’t seen China recently that you will find an opportunity to go.
You might find some new, familiar things there amidst the old and unfamiliar. If
you do not want to smd an evening seeing Pekirle Opera, you can rent a Sly
Stallone video. If you become tired of the China Daily, you can buy a copy of the
International Herald Tribune or TIME magazine at a local newsstand. If you are
not interested in Chinese-language news broadcasts, you can tune in to CNN or
watch the NBA playoffs. When you crave American fi you can eat dinner at Pizza
Hut and have dessert at Baskin Robbins. Bookstores sell not only the works of Con-
_ fucius and the I Ching, but now also Robert Ludlum novels, King James Bibles, and
the Koran. If you have a computer, you can even sign onto the Internet.

Why should we renew unconditional MFN status this year? The reasons are the
same as they have always been. )

1. “Most Favored Nation” is not a “favor;” it is not a gift we give to China.
It is the normal bilateral trade relationship the United States has with virtuall
every country in the world, excepting only Afghanistan, Cuba, Laos, Nort
Korea, Serbia-Montenegro, and Vietnam. Even countries like Iraq and Libya,
which are under complete trade embargoes, enjoy MFN status granted by the
United States. MFN certainly does not extend to China any special treatment;
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rather the withholding of MFN diminishes China’s status to one in the lowest
class of countries, with whom the United States has no political, much less eco-
nomic, relations.

2. MFN status is a two-way street, and in the case of China, a bilateral issue.
Because China has not vet joined the WTO, each of China’s trading partners
must individually decide to extend these normal trade terms to China. China
then reclgrocates and extends their normal trade terms to their trading part-
ners. If the United States takes MFN away from China, China will surely take
it away from the United States. Without bilateral MFN status, there will be vir-
tually no bilateral trade. This amounts to economic warfare: the bilateral clos-
ing of markets. From a pure commercial perspective, the winners in this situa-
tion are the U.S. competitors in the international marketplace: the Europeans,
Japanese, Australians, etc.

3. If the United States revokes China’s MFN status, both America and China
lose. The United States loses an estimated 200,000 high-skill, high-wage, ex-
port-related jobs supported by the $14 billion in exports to China. China loses
import markets for the wide variety of Chinese goods supplied to the American
market today. And the more than 100,000 Chinese employed by American busi-
ness in China lose. This is really just the beginning of the price. These are fig-
ures that people like me use to impress upon you, elected officials, that there
is direct tie to your constituencies here. The fact is that huge American corpora-
tions are not the only beneficiaries of good, stable economic relations with
China; the number of small business throughout the United States that are pur-
suing and gaining business opportunities in China is growing every day. Fur-
thermore, imports from China not only provide U.S. consumers nationwide with
economically-priced goods, but these imports also generate American jobs in
transportation, distribution, retail, financial services, and other sectors. Amer-
ican business in China is affecting people all over this country. -

4. By maintaining a strong and stable commercial relationship with China,
the United States continues to have the opportunity to participate as an agent
of change in China. This is one of the most important aspects of the economic
engagement between our countries. U.S. business is a powerful and influential
catalyst of reform in China. This influence can be seen in many areas of Chi-
nese society as the impact of American business expands over time. The simple
fact is that America’s interests are best served through stable, reliable and sus-
tained engagement with China on all levels. This is how the message is getting
through. These are the pipelines of new information and new ideas that are
gueligg the dramatic social change in China that we have seen over nearly two

ecades.

Why do we hear from people all over the world that this China MFN syndrome
we have in the United States is counterproductive? We hear this from renowned and
respected figures in international relations. We hear this from China, Hong Kon
and Taiwan. We hear this from Chinese dissidents now in exile in the Unite
States. We hear the same message from all of these people who share a common
sense. I believe this is because they all understand that more progress is made from
a basis of fundamental stability than from one of turmoil. China is too big, too envi-
ronmentally significant, too economically active, too strategically important, for the
United States to simply ignore or alienate. We consistently hear about the benefits
of engagement rather than confrontation. OQur company is living proof that engage-
ment works and that progress in all of these fields can best occur when there exists
a stable commercial environment.

Thank you for the opportunity to have appeared before you today. On behalf of
myself and all of my Chindex colleagues I sincerely hope that you will support con-
tinued normal trading status for China.

PREPARED STATEMENT OF BARBARA SHAILOR

Thank you, Mr. Chairman and members of the Committee, for this opportuni&y
to present the views of the AFL—CIO on the extension of most favored nation (MFN)
trading status to China. As we have in the past, we oppose granting China contin-
ued access to the U.S. market on the same terms as most of our other trading part-
ners. Our opposition has not changed, but then neither have the objective conditions
with respect to China’s denial of basic worker rights, its brutal repression of dis-
sidents, and its flaunting of international agreements on arms sales, market access
intellectual property rights, forced labor, and the environment. The massive an
growing U.S. trade deficit with China makes clear the serious consequences of Chi-
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na’s non-reciprocal and discriminatory trade and investment policies. These policies
have cost American workers jobs and increased downward pressure on their wages.

What has changed in this year’s debate relative to last year’s is that another year
has gone by: another year in which the Chinese government has failed to improve
its human or worker rights record and has failed to honor the agreemeats it has
signed. Another year in which our trade deficit grew by $$ billion, while our exports
remained stationary.

If anything, the repression has worsened. The State Department’s Human Rights
report this year stated baldly that “No dissidents were known to be active at year’s
end,” as each and every one was in prison, exiled, or intimidated into silence. Over
one billion citizens and not a single active dissident. This should be enough to chill
anyone'’s blood.

FN proponents have argued that continued trade growth will bring democracy
to China. Instead, China seems intent upon stifling ‘democratic developments in its
n(:’ishbors. This year, the Chinese government announced that it would roll back
civil liberties in Hong Kong after July 1st. In addition, China has aggressively
threaftenedththe emerging democracy in Taiwan, refusing to renounce the use of mili-

orce there.

e U.S. government has extended MFN trading privileges to China every year
for the last 17 years, and has nothing to show for it.

What should be clear is that passivity in the face of repression and abuse of power
is not working. It has been eight years since Tiananmen Square. For eight years,
the U.S. Congress has debated granting China MFN status every spring, but has
taken very little action. What we should have learned from these last eight years
is that accommodation mixed with hope does not, has not, and will not work.

The few signs of progress we have seen—either in human rights or in intellectual
&,rgpert rights protection—have come when trade sanctions seemed most imminent.

en Congress voted to impose trade sanctions against China in 1989 and 1990 in
the wake of the Tienanmen Square massacre, the Chinese government responded
by releasing several hundred dissidents. When President Clinton delinked MFN
from human rights in 1994, most efforts by the Chinese government to demonstrate
progress on human rights ended.

Similarly, the U.S. government finally got the attention of the Chinese govern-
ment with respect to intellectual property rights protection when the U.S. Trade
?gg;esentative threatened to impose trade sanctions on $1 billion worth of goods in

Overall, however, the message we have sent has been that we fear confrontation
above all. Ours has been a strategy of accommodation, both to the Chinese govern-
ment and to US. companies investing in and trading with China. Meanwhile, the
Chinese government accelerates its mercantilist growth strategy, consolidating polit-
ical, economic, and military power.

The issue o freatest concern to the AFL-CIO is the Chinese government’s repres-
sion of free and independent labor unions, Attempting to organize a union independ-
ent of the Communist Party is a crime. Worker activists whose onlirl crime was to
promote a discussion of labor rights under China’s legal framework have been sen-
tenced to the Laogai, China’s system of forced labor camps. Labor union organizers
(or those who write or speak about such a possibility) actually face longer sentences
than students or intellectuals—maybe because the establishment of free labor
unions poses a greater threat to the government.

Certainly, historically, free trade unions have contributed to strong democracies,
to vibrant political debates, and to the establishment of a stable middle class. If the
Chinese government’s goai is to preserve power and concentrate the benefits of
growth in its own hands, maybe it is right to fear an independent labor movement.

While a large majority of all foreign or mixed enterprises have union representa-
tion, in fact most of these unions serve to control workers, not to represent them.
Australian academic Anita Chan has reported, for example, that in the Minhang
district of S hai, 7% of union leaders are on the managerial staff of companies,
and 20% are Communist Party officials. Many “organized” workers are not even
aware of the existence of a union in their own factories. U.S. investors implicitly
endorse this charade by their silence.

China's official unions do not attempt to conceal their subservience to the Com-
munist Party. In 1994, the All China Federation of Trade Unions’ (ACFTU) official
magazine declared that, “The premise for unions (in China] is to carry out the tasks
of the party.” In 1995, the ACFTU General Secretax(iy reaffirmed this position, say-
ing that, “Unions in China should resolutely uphold the unitary leadership of the
party. Unions at all levels should maintain a %igh degree of unanimity with the
party politically, in ideas and actions.”
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Working conditions in industries such as toys, apparel, and electronics, in which
there is significant foreign investment, are unacceptable and, in many cases, illegal:
excessive hours worked, violation of minimum wage laws, poor health and safety
conditions, physical abuse by managers, and illegal levies and deductions. Deplor-
able working conditions and phony unions may, in the end, undermine the very sta-
bility U.S. multinational corporations have sought to foster in China.

It is an ongoing scandal that companies owned by the Chinese People’s Liberation
Army continue to sell their goods in American stores. Harry Wu, the Chinese
human rights activist, revealed recently that K-Mart purchased 73 tons of men’s
rainwear and ponchos in 1996 from China Tiancheng, a company the U.S. Defense
Intelh%ance Agency confirms is owned by the People’s Liberation Army General Po-
litical Department.

The Chinese have failed to comply with the 1992 Memorandum of Understanding
on prison labor. Forced labor products continue to come into our country. Just re-
cently, evidence was provided to the Senate Foreign Relations Committee concern-
in%binder clips and auto parts &roduced in Chinese prisons.

) -S. policy toward China makes American consumers its unwitting accomplices.

When Americans go shopping, they shouldn’t have to support the repressive Chinese
military apparatus; buy goods produced in forced labor camps, or subsidize the prof-
its of companies that treat their workers disgracefully.

Last year, the United States racked up a merchandise trade deficit with China
of almost $40 billion. In the first three months of this 1n)l'ear, that deficit was up b,
38%. The Chinese deficit may surpass our deficit with Japan soon; the only dif-
ference is that our exgorts to Japan are much greater than those to China. Last
year, we exported $68 billion worth of goods to Japan, but only $12 billion to China.

For all the attention given to Japan’s trade barriers, Japan’s market looks open
in comparison to China’s. For all the hoopla about the size of the Chinese market,
the United States sold more last year to Belgium, Singapore, and the Netherlands.
And for all the talk about the jobs supported by U.S. exports to China, nine out of
the top ten export surplus categories last year were raw materials and intermediate
goods: fertilizers, cotton, cereals, wood pulp, rawhides, etc. (See Table 1.} .

China’s policy of extorting technology transfers and investment from American
companies interested in selling in China is costing the United States good jobs in
the aircraft and automotive sectors today. More serious, transferring technology—
much of which has been subsidized by American taxpayers—will impose much
greater costs ten and twenty years from now, as American companies give awa
their technological advantage for short-term market access. Already, U.S. aircr:
ex})orts to China have fallen from their peak in 1993.

n other words, the dream of a massive consumer market in China remains just
that. Revoking MFN now would impose greater costs on China than on the United
States. That is one of the only advantages of having a trade relationship where im-
ports exceed exports by more than four to one. Yes, it would also impose some short-
term costs on erican businesses, consumers, and workers. But in the long run,
encouraging China to develop down a democratic, egalitarian, and sustainable path
will be infinitely more in the interest of both countries than our present set of poli-
cies, which have utterly failed to bring about necessary and long-overdue change.

The AFL-CIO sugports trade expansion, international engagement, and equitable
development. But the Chinese government is not engaging in free trade, and we
help neither the Chinese people in their aspirations nor our own workforce by ignor-
ing this basic fact. .

r. Chairman, members of the Committee, thank you for your time and attention.
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Introdyctory Qverview

China’s developsent from antiquity to the present reflects an
accusulative cultural dynaaic of unique proportions. It began on the
Central Plain (in the bronze age--bafore 2000 BC), continued on in the
Central Kingdom, and is still going on in today’s Republic of China and
the People’s Republic of China.

China is now facing the 21st Century. The People’s Republic of
China has drawn in nev dynamics for modernization--in agriculture,
industry, science and technology, and defence. It has declared an
. _"opening® for the West, and the West is responding--with capital
investesent and joint ventures, as vell as with technical specialists and
professional experts.

What about the old saying hore in the West, "West is vest and East
is east and the twvain shall never seet"? Today the East has opened up
to the West. Do ve in the Nest understand the context of this opening?
Do we understand the cultural dynamics inherent in this opening? Will
the West nov indeed sset the East? Certainly, with grace and
understanding we can.

Such grace and understanding is, of course, sore than sere static
knoviedom. It is life. It grows. [ pray that fhis vtudy say help to
stisulate in us suzh growing grace and understamiing, not only towards
China and its people, but toward every people whoce culture a3y not be
the same as our own.

China and its people have been conditionsd by factors
stgnificantly impinging thea from antiquity to the present. Many of
these factors becase particularly forceful during the isperial dynasties
from 771 BC to AD 1912. MHistorians have identified fourteen successive
dynasties during this 2,683-year isperial period. This period vas then
followved by the period of the republics, which produced first in 1912
the Republic of China, and in 1949 the People’s Republic of China--both
co-existing today.

Despite the diversity and span of this developaent, and even vith
China’s state now split into two, the Chinese people have preserved the
essantial integrity and unity of their culture. The Chinese people are
still responding to, and they continue yet today to refine and develop
these dynasics that have so distinctively solded their culture ever
since antiquity. Their society possesses a "unified yet self-regulating
character. "(F1428)2
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When ve compare the impact of China’s culture with the ispact of - -

othar cultures on their societies, we discover some interesting
differences. For instance, no other culture known has sver eotivated-
and unified as large a population from as many different people groups,
over as vide an area, and for as long a period as has the Chinese
culture. In a cosparison with Europe for the five hundred-year period
from 1000 to 1300 China came out "above par”™ in such areas as
"agricultural productivity, industrial skill, commercial complexity,
urban wealth, or standard of living.*(F:12)

Chinese shipbuilding, nautical techmology, and the maritime trade
to Japan and South East Asia vere already sophisticated during the 12th
and 13th centuries. “The shipyards near Nanjing froa 1403 to 1419 alone
built 2,000 vessels, including aleost a hundred big ’'treasure ships' 370
to 440 feet in length and 150 to 180 feet abeam.... With four to nine
sasts up to 90 feet high, a dozen vater-tight cospartaents, and stern-
post rudders, they could have as sany a 30 cabins and carry 4350 to 500
sen."(F1137,138) Chinese diplosatic aissions and trade were carried on
thase ships all along the coasts of South East Asia, South Asia, and
even across to East Africa.

Hovever, in 1433 these voyages suddanly ceased. After that they
vere never followed up. For a variety of internal reasons,
*anticomsercialise and xenophobia won out, and China retired froe the
wvorld scene."(F1139)

Chinese culture did, of course, continue to saintain its
cohesiveness and strength wvithin the country. However, vhen the
Industrial Revolution from about 17350 began to accelerate the product
produced per person in the nations of Europe--and soon this impact also
began to change their cultural dynamics--China in isolation lost its
long-held coapetitive edge.

The cultural dynasics of China are probably sore coaplex than
those of aost other societies. However, we need only look at the
survival, intactness, and future-focusedness of the Chinsse people today
to realize that theirs has been & culture of unusual strength. Against
odds wvhich wvere constantly increasing, froe the land as well as froa the
society, and although asny individuals never did sake it, the Chinese
today are a people with a dream in their hearts, a dreas not only sbout
parsonal servival--but, even sore, a dresam about how to achieve the good

lite.

What have been the cultural dynaaics that have exerted this impact
on China’s pesople? How did an age-long struggle for survival get
changed into a dreas? And how did that dreas get changed into a still
larger dreas--the dreaa about the good lite?

In the sactions that follow, the highlight will be on those
dynamics vhich in sy judgesent sees to have had the greater impact on
the Chinesa culture and the developsent of this dream in the hearts of
the Chinsse people.



The first ruling dynasties in China, the Xia and the Shang,

emerged at about 2000 BC, which vas at beginning of the bronze age. As
you read Fairbank's description belov of the dynamics that conditioned
those sarly societies in China, you vill likely recognize the continuing
impact of some of these early dynamics in China's society even today.
Here is Fairbank's descriptiom .

Again

We know that in both Xia and Shang the ruling family made use of
elaborate and dramatic rituals to confira their powver to govern,
especially the rituals of shamanisa by which a priest (or shasan),
often the ruler hisself, would communicate vith the spirits of the
ancestors to secure their help and guidance.... By practising a
religious cult of the ancestors, local rulers legitiasized their
authority. Some bacase lords ovar groups of towns, and group vied
with group as well as region vith region, until a single dynasty
could eserge in a distinct area.

ee. Men from each cluster of families in a lineage sees to have
formed a military unit.... The king claised that his primsacy
restad on his personal serit, but there is no doubt that military
power helped hie.

In addition to varfare, the Xia and the Shang expanded their
domain by building nev towns. Towns vere not unplanned growths
caused by trade or migration of individual fasilies but wvere
planned and created by local rulers.(F137,38)

China sserged as a state under the Western Zhou dynasty.
quoting Fairbank:

In its origins, the ssall Zhou tribe interacted with nomads on
the north and vith proto-Tibetan Qiang people on the vest. They
early learnad how to tolerate and work with psoples of different
cultures. After thay finally settled in the Wei River valley, the
Zhou rulers becase vassals of the Shang until they wvere strong
enough to conguer Shang in wvarfare about 1040 BC.... The
victorious Zhou built a nev capital at Xi’an (Chang’an). They
transported sany Shang elite families to sanage the work of
building and sade use of Shang skills in ritual and government.
Other Shang families were transported to populate and develop the
vest.... After conquering the sastern plain the Zhou's pover
expanded by defeating nosads on the northuest and by caspaigns
southward into the Han and Yangzi River areas and southeast along
the Huai River....

While the ZThou thus continued, like the Shang, to use kinship as
a main elesent of political organization, they created a new basis
of legitimacy by espousing the theory of Heaven's aandate. UWhere
Shang rulers had vensrated and sought the guidance of their own
ancestors, the Zhou claised their sanction to rule case froe a
broader, ispersonal deity, Heaven (tian), vhosa aandate (tianrmsing)
aight be conferred on any family that vas sorally worthy of the
responsibility. This doctrine asserted the ruler’s accountability
to a supreme soral force that guides the husan cossunity.... The



84

Chinese theory of Heaven's sandate sat up soral criteria for
‘holding power.

‘Expansion of Thou central power involved a degree of
acculturation of those wvho submitted.... The mainstreams culture
was that of the Central Plain (zhoagyaan), the core region of
Shang-Zhou predominance. In the peripheral areas vere sany non-
Chinese vhose different cultural status vas sarked by the fact
that their nases vere not Chinese but vere recorded in
transliteration. They included both seminosads of the north,
northeast, and northwvest and tribal peoples of South China. By
degrees: intermarriage, acculturation, and a beginning of
bureaucratic governsent created the successor states that followed
the Shang-Zhou dominance. (F139, 40)

Froa the above description ve see how the Chinese society
has been distinctively conditioned by both the durability of its culture
and the unifying dynasic it generated. The Chinese people has exhibited
a distinctive capacity to attract and drav in sany of its neighboring
peoples. Chinese culture has shown an ssazing capacity to reboot and
recharge itself.

2. Dynamice of the Confucian Civil Order

As ve have seen, the rulers of early China based the
legitimacy of their clais to Heaven's sandate on their personal soral
character and vorthiness. Consequently they had a personal interest in
having both military rulers and scholar-teachers who vere concerned with
the perforsance of ritual and ceresonivs in order "to keep the society
in proper accord with the cosaic order of which it was a part.“(Fi149)
No scholar-teacher influenced Chinese society sore in this respect than
did Confucius (5351-479 BC). His teaching, however, vas not fully
eabraced until a century later.

. Confucianisa begins with a hierarchy of superior-inferior
relationships in the cosaic order. On this basis it codified the basic
husan relationships in terss of “the three bonds®”--bonds of: 1) loyalty
on the part of subject to rulery 2) filial obedience on the part of son
to fathery and 3) chastity on the part of vives but not of husbands
(reflecting the yin/yang concept).

Each person therefore had a role to perfors, "a conventionally
fixed set of expectations to which individual behavior should
conform."... If everyone perforsed his role, the social order
would be sustained. Being thus known to others by their
observable conduct, the slite vere dependent upon the opinion and
soral judgment of the collectivity around thea. To be disesteesed
by the group seant a disastrous loss of face and self-estees, for
which one resedy vas suicide.

... Tha Confucian gentlesan ("the superior san,” "the noble
san®) vas guided by li, the precepts of wvhich vere vritten in the
ancient records that becase the classics. Although this code did
not originally apply to the comson people, vhose conduct vas to be
regulated by revards and punisheents ... rather than by soral
principles, it vas absolutely essential for governsent among the
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elite. This wvas the rationale of Confucius' emphasis on the right
conduct on the part of the ruler.... The main point of this
theory of government by good example vas the idea of virtue (deJ
that vas attached to right conduct. To conduct oneself according
to the rules of Ii in itself gave one moral status or prestige....
Right conduct gave the ruler power. (F:51,52)

This thorough-going emphasis on the civil order produced 1in
the Confucian scholar-gentleman a disdain for the military, a disdain
that classed the ailitary "even lower than mserchants". °“So deep-laid
wvas this dislike that the military were excluded from the standard
Confucian list of the four occupational groups or classes--scholar
(shi), farmear (nong), artisan (gong), and merchant (shang).... For
twenty-one centuries ... the four classes have been standard fare in the
lore about China."(F:1108)

The M ry M he Civil Wen-Complex

The following is Fairbank's sorting out of the inter-
relationships batveen the military wa-complex and the civil wen-complex
in China's dynastic history:

+o. Dynasties vere militarist in origin, but once established,
their bureaucracies vere civilian. The ideology of each was
suited to its needs. The sen of violence who founded dynasties
believed in the Mandate of Heaven, which was confirmed as theirs
vhen resistance ceased. The scholar-administrators who staffed
their bureaucracies looked down upon men of violence, who by their
recourse to force (wu’ shoved themselves lacking in cultivation
(ven). The central myth of the Confucian state was that the
ruler’s exesplary and benevolent conduct £lil manifesting his
virtue (de) drev the people to hia and gave him the Mandate. This
could be said as long as rebels could be suppressed, preferably by
decapitation.

The great weakness in this Confucian myth of the state was that
the ruler, if he wvanted to keep on ruling, could never dispense
with his militaristic prevogative of decapitating vhom he pleased
poar raisos d’etat, to presarve the dynasty. Thus, government
under isperial Confucianisa was conducted by bureaucrats who
sarved under an autocrat, and they depended upon ona ancother. In
practice, a balance was often reached batween wen» and wu when
Confucian-trained territorial adainistrators were alloved to
command troops to destroy rebels. Many scholars specialized in
military satters; some becase able generals. Yet all held power
only at the vhia of the eaperor.(Fi111)

4. Sgecial Dynamics that Shaped China's Farasr Masses

Chinese civilization began on the Central Plain through
which the Yellow River espties out into the sea. Kaifeng is at the
center of this region and Beijing in the north. Chinese civilization
extended itself then to the Northwest, the up-country region from the
southern bend of the Yellov River with Xi’an (Chang’an) as its focal
point. Through various stages of warfare and/or benevolent rule the
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regions along the Yangzi River were gradually assimilated: the Middle
Yangzi around today’s Wuhan and the surrounding lake districts, the
Lower Yangzi around Nanjing and Hangzhou, and the Upper Yangzi around
Chengdu and Chongqing. During Han Wudi'’s reign (140-87 BC) three
southern regions vere incorporated: the South East coastal area with
Fuzhou as main port, the Far South with Buangzhou (Canton) as sain port,
and finally the Southwest around Buiyang and Kunming.

g
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China’s Macroregions (F313)

All these diverse regions with their diverse people groups
and very diverse soil and clisate conditions were now under one central
government systea. The people in all these regions would from now on be
conditionad by their interaction vith this one sase set of three
factors: (1) the land; (2) the bond between ruler and prople--
Confucianism; and (3) the system of government isposed--autocracy.
Although these three factors did have a compelling unifying iapact on
all these different people groups, regional differences also conditioned
them--for instance, differences in the iapinging geography, as well as
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the people’s surviving cultural traits froe their past. The differences
in regional culture that resulted are clearly observable in China's

pooplo' today.

One particular trait or cultural dynasic came to have an
especially drastic ispact on the people’s interaction vith the land.
From antiquity, the sons in a faaily in China had inherited in equal
portions the family land froa their father. The result vas that on each
generational level the inherited plots of land and portions of land-
rights becase saaller and saaller, creating an ever-increasing land
hunger. This did create a pressure for soar fasily sesbers to go into
business outside of faraing. However, that door was essentially closed,
because not only did serchandising rank the lowest in the Confucian
hierarchy of occupations, but because of the bureaucratic controls and
taxation imposad. The consequence was that as the population grew, more
and more land vas put under intensive fareing; and as the population
still kept growing, farming becase sore and sore labor intensive. The
result was that total production vas increased; hovever, the yield per
farser decreasad. “The fars economy vas tied to involution, that is,
growth of product vithout any increase of productivity per hour of
labor."(F1179) The farser becase poorer and poorer, his lot in life
harder and harder.

8. Chingse Religious Dvnasice

Jesus once reinforced a lesson, which Mosas had already
introduced tifteen centuries earlier, that one of the purposes of God's
action in humsan history wvas "to teach you that san does not live by
bread alone but on every vord that comes froa the south of the
tord."(Deut.8:3) Jesus rephrased it this way, "It is vritten: 'Man does
not live by bread alone, but on every word that comes fros the south of
God.’"(Matt.4:4) HNan has a side to his that is not nurtured by natural
seans) it is nurtured rather by draving on Bod's communication vith him
through the Scriptures. Husan society wvants all of its sesbers to
function according to its cues; however, every person aust also be alert
and responsive to the cues by vhich God speaks to his soul.

Ne have already seen the proeinence that religious practice
held in the developsent of the early Chinese culture. The ruler
particularly played a prosinent part in these religious practices, often
taking the lead hisself as the officiating priest, and eventually
claising Heaven’s sandate as the sanction for his rule. The powver and
durability of the autocracy that eserged thus rested essentially on a
dual ispact: the ruler’s clais to Heaven's sandate together with the
complesentary thrust of the Confucian philosophy prosoted by the ruler,
esach reinforcing the other. However, the joint impact of this
combination came to drastically affect the exercise by the Chinese
paople of their own innate religious dynamic.

We pick up the story from the "Religion and Pilosophy®
chapter in the Chima Yearbook 1958-59

Theologically, the idea of a Supreae Ruler presiding over the
entirety of tise and space wvas dominant already at the dawn of
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Chinese civilization. The Book aof Ancient Records (Shu Ching)
sentions Shamng-ti (Bod) as well as Fies (Heaven). A more abstract
concept Tiem Tao (Heaven's Ways) developed into that of the
eternal, absolute 7a20....

Nhile both Laotze (604-531 BC) and Confucious (S50-479 BC) eust
be regarded as the sain influences that have largely
depersonalized the Suprese Ruler, and in one way or another
equated him with Tao, their approach end theses are sarkedly
different. laotze's contributions, if one say oversiaplify the
satter, are in the reals of the science of the Tao while those of
Confucius in the arts, especially san’s art of living. Laotze in
nodern terainology would have us look at the universe (and san in
it) with the coolness and detacheent of science. There is a wey
to Utopia, to immortality, or to living hell. It is all the sase
to science vhatever the destination say be. In short, the
Laotzian Tao is amoral. Confucius, on the other hand, would have
us feel with the universe, beginning with our fellows, with the
syspathy and enthusiasa of a poet. The Confucian Tao is
essentially moral....(CYs53)®

We see then that vhile the people of China originally did
have somse concept of a personal suprese ruler, neither the autocratic
state nor the Confucian philosophy were hospitable to this concept. As
a result, through the joint impact of the autocratic state and the
Confucian philosophy, each reinforcing the other, the original Chinese
concept of a parsonal suprese deity vas changed into sose undefined
impersonal divine force. Laotze's philosophy (Dacisa) also vas directed
toward this sase goal, though froe a different presise. :

This depersonalization of the Suprese Ruler produced two
significant consaquences in Chinese society. On the one hand,
Confucianisa and Dacisa both had to begin functioning as outlets (ill-
fitting though they were) for the Chinese innate religious dynamic which
nesded expression. On the other hand, in AD 63-71 Buddhiss was imported
froe India.

The China Yearbook 1958-59 gives us the following
perspective in its "History" chapter:

Many Chinmse today are idol worsippers. However, ancient classics
such as the Book of Odes and the Book of Anciest Records did
asntion a suprese deity 7i. Aside from ancestors, the deities
worshipped by the Confucianists vere extressly sisple. But the
‘fuct resains that the Chinesa did not wvorship idols in the sarly
days. Even today most Confucian tesples are devoid of idols. The
Chinese learnsd idol-saking froe isages of Buddha sade by the
BGanchara, a tribe in northvest India.... As for Taoise, its
origin vas not religious. It wvas evolved by ancient alchesists
wvho aixed witchcraft with Buddhist rituals in evolving something
which has very little in common with China’s primitive

religions. (CY:18)

How has this new panthaon of religions in China then
functioned? Confucianise ard Daoisa both continued their distinctive
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philosophical esphases; hovever, sach now also eserged vith its own
religious flank which kept growing larger and larger in the people's
consciousness. Buddhisa becase the main religious force. But how then
did this religious pantheon fare in the autocratic state? The answver is
sixed, but on balance they all managed quite well. Confucianise already
had its ancestral halls and the family linage associations that
functioned around thes. As for Daocisa, "a teaple vas erected to Laotze
in AD 166 and the old philosopher became a god.... In 1016 Chang Tien
Shih (the Dacist popel) was granted a large dosain in Kiangsi. The White
Deer Brotto on Dragon Tiger Mountain, where Chang Tao-ling is said to
have discovered the elixir of life and ascended to heaven after living
to 123 years of age, still serves as the Taocist papal seat."(CY:58)

Buddhisa gradually built its sonasteries throughout the
country. It functioned as an autonomous system. Fairbank says,

Buddhisa did not disinish the power of the state as the sole
source of political and social order. High culture wvas still
doainated by the sacular elite of the literati. This asant that
the Buddhist community of believers vas kept strictly within
limits. Not until the sixth century did the sangha becose ... a
"sacondary elite.® Monks were recruited from fasilies of high
official status. This wvas anosalous because the seabers of the
sangha as a corporate entity had severad ties with the outside

—-'soctiety. Toward the governsent it claised to be autonomcus, free
of governsent control and taxes, and it even included wosen.
Sooner or later this autonomy would sake Buddhisa a threat to the
state. (F179)

Western husanists may still interpret the depersonalization
of China's original supreme deity as to the credit of the Confucian
philosophy. However, the following observations by the Chima Yearbook
1958-59 probably come closer to the reality:

The weakness of Confucianisa is its meager provision to ease the
pangs of spiritual hunger. This need vas first partially set by
Buddhiss, which in tise stimulated the birth and developsent of
the Sung and the Ming Dynasty schools of Neo-Confucianisa (as well
as cartain Daoist inovations).... The spiritual hunger further
openad the soul to Jesus Christ and Mohaased. (CY:33,36)

Yes, there is a side vithin san that cannot be nurtured by
natural seans alone. China's long religious-philosophical striving say
probably sore realistically be seen as a search for “the food" that
would "sase the pangs of spiritual hunger® in the lives of its people--
food which Jesus said is to be found in the Scriptures.

¢ Special Dynamice Cued by People Groups on Two of China's Flaoks
a. Ihe Isner Asiss Pecples

We have alrwady noted the early cross-cultural interaction
betveen the Shang and Zhou tribes with nceadic and sesinocsadic neighbors
to the north and northwvest and also with tribes and peoples to the vest,
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south and northeast, providing the distinctive people base on which the
Chiness state vas daveloping.

During the time of the Martial Esperor (Han Wudi, reg. 140-
87 BC) "Chinese armies penetrated into southern Manchuria and XKorea to
the northeast and into south and southwest China and northern Vietnas.
In these areas comsanderies could be established over the farming
peoples. Only on the north and northvest was there an unstable
frontier,® due largely to the Xiongnu--a far-flung tribal confederation
of Turkish nomsads ®whose sounted archers habitually raided North China
for loot and supplies."(Fi61)

To provide stable relations with these Inner Asian border
peoples the Han emperors developed a special foreign policy.

During times wvhen the Han wvere strong, they developed their own
horse pastures and mounted archars, vhile usually enlisting the
aid of nosad allies or merctenaries as well. One device vas to
subsidize the Southern Xiongnu as a client state to help fend offt
the warlike Northern Xiongnu. The alternative--punitive
expeditions into the steppe--vas costly and perilous; wvithin a few
weeks, lack of food supplies would oblige retreat, leaving the
Xiongnu horde still intact and at large. When silitarily veak,
vhich vas such of the tise;, Han eapercors used a policy of “peace
and kinship® (heqin)--entertaining the nosad chieftain, giving him
Han princesses in marriage, and making lavish gifts, especially of
silks. Nomad warriors learnad that if they perforsed a ritual at
Chang’an in vhich they accepted Han suzerainty, they could profit
substantially while having a good time.... This appeasesent
policy vas a forerunner of the unequal treaties of Song and late
Qing tises. (F:161)

This Han foreign policy vas applied in a variety of vays:

Han rulers also learned how to use diplomsacy to enlist some
barbarians in fighting others. In the search for allies against
the Xiongnu, the Han sent envoys across the Silk Road through the
oases of Central Asia on the southern flank of tne steppe nosads.
Other tribal peoples like the Qiang (proto-Tibetans) senaced the
trade route to the vest; and in periods of strength, as under
Nudi, the Han set up a Protectorate General of the Western
Regions. At their high point, Chinese armies crossed the Pasirs
into the centar of Asia, vhere Alexander’s Greek forces had
panetrated more than two centuriss earlier.(Fi6l)

But fortunes do change. Yes, "the Zhou and Qin dynasties in
Northwest China had derived some of their military vigor from contacts
with the northern tribes and intersarriage, as had the Sui and Tang in
their turn.” Hovever, "it was only a further step for northern invaders
to take over part of China directly and rule it vith Chinesa help but
through a non-Chinese dynastic house."(F:112)

That further step vas actually taken and led to a pattern of
"dual Sino-nomadic governsent® vhich ve see in four o the last five



91

dynasties of ieperial China. In the Northern Song dynasty (AD 910-1125)
such a dual Sino-nosadic government vas established trough the Qidan, a
sesinosadic Mongolian people, and to some extent also the Western Xia, a
Tangut people. In the Southern Song (1127-1279) a strong dual pattern
of governsent vas established through the Tungusic Ruzhen tribes from
northern Manchuria. So also in the Yuan dynasty (1279-1368) through the
Mongols of Benghis Khan's lineage. In the Qing dynasty (1644-1912),
China’s last and final imperial dynasty, the pattern was continued by
the Manchus. (F:24)

The assieilation of Chinese culture on the part of each of
these Inner Asian people groups wvas of course great, and the impact on
China's history and society was both profound and drastic. Fairbank
suss up the process in a chaptar labeled, "The Paradox of Song China and
Inner Asia.® However, that paradox seeas to have grown as he labels the
Song dynasty chapter, “China’s Greatest Age: Northern and Southern
Song."” And the paradox sust have still continued unabated as he labels
the chapter on China's last and final dynasty, “The Qing Success Story."

China's dynamics do indeed stagger the isagination.

b, Meritise Ching aad the Overseas Chinese

. Historically, "Chinese life from the start had had a
saritise ving more or less equal and opposite to the Inner Asian wing,*
but "it had been given littls importance in Chinese history."® Sea
transport aust have been vell developed long before it could facilitate
the absorption of Suangzhou and North Vietnas as part of China's first
unified empire. (F1191) In the 13th century, the Mongol warriors had
“usad the captured Song fleet vith its experienced captains and crevs to
send expaditions overseas,” but they "did little to get China’s sea
trade into the early maritise world system that vas beginning to take
shaps on the sea routes around Asia."(F3123,124) "In the great age of
sail that vas just dawning around the globe, Ming China vas potentially
far in the lead but refused to 9o on.... The Ming forced a costly
Chinese withdrawal froa the seaccast.”(F:1138-139) Fairbank suasarizes
nevertheless: "By 1400, the countries in sea trade vith Ming China had
been known for hundreds of years, vhile Chinese serchant shipping had
been exporting silk, porcelain, and copper coins."(F:1137)

Then, as ve cose into a later perspective, "despite
Beijing’s ban on oversess trade, during Ming and early Qing about a
hundred big Chinese junks traded svery year vith Southeast Asia. These
traders vere ready to axpand into international coaserce as opportunity
allowed. Their principal entrepot on the China coast vas Xiasen (Amoy),
a port in Fujian that, unlike nearby Quanzhou and Fuzhou, had not besen
the site of an official superintendency of serchant shipping.®(F1194-
195) In other words, Chinese sea trade had besn continuing right along
despite the imperial ban. And in the process, this sea trade vas
producing a new people group on China's coastal flank--the Maritiee
Chinese. Hare is an extract from Fairbank:

«s. Buginning even before the Tang, refersnces in the dynastic
histories to Chinesa trade vith Southeast Asia grov sore and more
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numerous.... A score or more of petty states recordmd in 1589 as
sending tribute to the Ming wers aainly the ports of call on the
two trade routes that went respectively down the coast of Malaysia
to the straits of Malaca and through the Philippines and the
island kingdom of Sulu to the East Indies. Chinese traders
naturally established their agents or other connections at these
ports of trade, vhere Overseas Chinese comsunities of sojourners
began to grow up., By 1818 ports of call on the Malay peninsula
ves were listed in Chinese governsent records more realistically
as “non-tributary trading countries,® that is, places frequented
by Chinese serchants that paid no tribute to Beijing.

«es Chinese sojourners’ communities were not under Chinese
official control. 6rowth of the Overseas Chinese settlesent vas
not fostered nor even countenanced by the imperial governsent. In
China, wvhile the gentry-elite let no serchant subculture grow up
comparable to that in Japan and Europe in the sixteenth century,
the Chinese abroad in Southeast Asia were under quite different
local, official, and social restraints. They vere often able to
accunylate capital and becase risk-taking entrepreneurs vith their
own style of life. Their family enterprises in the British,
Dutch, and French colonial areas (in Bursa, Malaysia, the East
Indies, and Indo-China) usually benefited from the rule of
European law. In Bangkok and Manila they advanced through
marriage ties with local patricfans.” Philanthropy and conspicuous
consumption were less useful overseas than in China, while
economic developeent was more appreciated by the rulers.

In a wvay curiously reminiscent of the local gentry in China, the
Overseas Chinese in Southeast Asia found their social level and
functions sandviched between the European rulers and the local
villages. Chinese became brokers who helped in tax collections
and in maintaining local services like ferries, bridges, and
bazaars. They were generally a stabilizing elesent in colonial
communities, too few to seize power, interested in profiting from
services rendered as well as froe local trade....

As tise vent on, these Chinese trading comeunitiss overseas
becase the active outer fringe of a Maritise China that conguered
the land-based and agrarian-centered style of the Hing and the
@ing eapires. (F1193-194)

With all this richness of background devalopment, how could
Maritise China have become "a neglected wing of the Chinese psople?”
Fairbank har answvered:s “Chinese seafarers did not vrite eesoirs.
Because the sea, unlike the steppe, did not harbor rivals for power, it
had been given little isportance in Chinese history."(F1191) In the
19th century, however, this situation would suddenly change.

The 19th century China say be seen as "a long story of
dynastic decline.“(F:1187) Hovever sometises it msay have appeared sore
as a tusble and juable of events, causes, and effects. One such, for
instance, was the sudden acknowledgement by the isperial regise that
Maritise China really vas there--and, in fact, usaful to the regime.

As the 19th century opened, the regise had been dealing with
the White Lotus Rebellion in West China. When that rebellion vas
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settled in {804, it had cost the imperial regise the equivalent of five
years' revenue. “Worse still, it had destroyed the Manchu banner
forces’ reputation for invincibility. It vas found that the militia
troops when properly trained becase professional soldiers, warlike and
dangerous.® (Fi1191) In 1813 the Eight Trigrams uprising in North China
broke out. That, too, was suppressed; however, in the process an
estimated 70,000 persons were killed. But then still another satter case
on the docket:

“An equally dire situation vas developing in China's esaritise
relations. Here again the bearers of bad nevs were Chinese, not
foreigners, Chinese vho had gone abroad in defiance of Ming and
early Ging prohibitions. In short, a neglected wing of the
Chinese people, vhich wve call Maritise China, vas about to become
a major force in Chinesa history."(F:1191)

And so another of the asazing tusble of events in 19th
century China began--through which Maritise China case to occupy center-
stage in one of the most difficult-to-understand periods of China’s
history. This period has been known mostly for its down-sides, but the
pariod also had up-sides, up-sides that significantly facilitated and
stisulated the preparations for China's transition from espire to
republic.

Z. New Pressures and the Quest for Nev Dynamics

Throughout China’s isperial history, "both the sonarch and
the literati were committed to a two-class society based on
agriculture.“(F167)

As long as the population doubled itself not sore than once
every 300 years, the agricultural econcmy and the civil order it
sustained seemed to be adequate. However, vhen the population in the
18th century doubled itself in 100 years, and then redoubled itself by
warly 19th century, a crisis in the food supply set in. The
agricultural econcmy could then no longer sustain the people. The
imperial regime came face to face with a new situation for which both
its civil wen-complex and its silitary wa-cosplex vere ill prepared.
“The official systes broke down.®"(F:1187) Fairbank elaborates the

underlying factors as follows:

Growth of population and foreign trade were both impelling China
toward greater contact with the outside world. This trend
preacipitated rebellions on both domestic and foreign frontiers.
Meanwhile the one thing essential for industrialization of late-
comers like Japan and Russia vas governsent leadership.
Unfortunately, in ninetesnth-century China, governsent grev weaker
and more ayopic just wvhen strength and foresight wvere needed.

(F1187)

At this tise trade disputes were developing in two frontier
regions: (1) the trade between Kashgar (Kashi) in western Xinjiang and
Kokand in today's Uzbekistany; and (2) the Canton trade between Maritime
China and Britain, India, Japan and certain Latin Aserican countries.
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To settle the Kashgar - Kokand dispute, a relief expedition of 22,000
men vas sent to reconquer Kashgar in 1827. Negotiations followed, which
resulted in an 1835 agreseent between Beijing and Kokand covering thas
Kashgar trade. It sade provisions for Kokandian trading places and
rights in Xashgar itself and in five other cities inside China.

The Canton trade involved some cosplicated barter deals in
opium, tea, copper coins and silver. British and Indian traders
licensed by the East India Company were concerned mostly about the opium

"and tea. Beijing was concerned sostly about the copper coins and
silver. Beijing now moved tovards sose of the same points it had
developed in the Kashgar agreement. However, the setting vas guite
different. Kashgar was far away in a low-populated border area at the
far side of the Innar Asian desert. Canton vas a major port city on the
China coast. The social and international ramifications of the Canton
dispute also were far sore difficult to solve.

The negotiations started in 1834, but they sade slov
progress. In 1839 British gunboats started the "Opium War®, thereby
securing the Treaty of Nanjing in 1842, which included provisions for
five trading places--the so-called treaty ports. Thus began the so-
called "Treaty Century® in China’s history. Through later negotiations
(initiated variously by France, Britain, Russia, and Germany, and
sosetises aided by military actions) a total of over eighty treaty ports
wvere eventually opened--along the coast, as well as inland along the
navigable rivers.

Unequal though the treaties say have been, the treaty ports
brought the world of the Industrial Revolution into the orbit of the
Chinese wvorld. The Maritiee Chinese--now de facto sanctioned by the
regise--became the first day-to-day contact between the two vorlds.
Soee of the Maritise Chinese quickly became efficient compradores,
entrepreneurs, serchandisers, or investors. New dynaaics were coming
into play. °The treaty ports quickly becase Sino-foreign cities where
the foreigner played an increasing role in China’s urbanization. " (F:203)
“In the foreign-tinged treaty ports nav professions began to be
followed--not only those of industrialist, teacher, journalist,
engineer, sedical doctor, and other scientists but also those of
independent writer, artist, and even revolutionary agitator, like Sun
Yatsen. " (F1243)

But "during the decade from 1901 to 1911 the pace of change
in the treaty ports on China's coast and riverine littoral steadily
videned the gop between sodern-urban China and the countless villages of
the interior."(F1233) : :

This wvidening gap had begun vith the treaty systes, vhich gave

. refora-ainded Chinese their chance to organize and publicize
political opinions--something that the Qing regise did not perait.
Even so, the early protagonist of rebellion, Sun Yatsan, in 1905
becase the head of the Revolutionary League at a seeting of
Chinese students in Tokyo only with the help of Japanese -
expansionists. Chinese nationalisa vas growing but still dorsant.
(F123%3)
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R In other words, sany ware being touched by the nev dynanic.
Some had already begun to dreas. Many like Dr. Sun Yatsen were dreaming
about a civil society--a society based on Chinese Nationalise,
Democracy, and the People’s Livelihood. However, their dream vas
presature. The Chinese society at large still had to survive as best it
could vith its only recourse: the waning dynamic of the traditional
agrarian econoay and whatever vas left of the official systee.

The quest, however, did continue. Already during the 1850s
a traditional elesent of Chinese society, the gentry-elite, had arisen,
sanctioned by the regise, in order to support the regise against the
tast-spreading Taiping rebellion (from the south), and they had defeated
the rebels. “This wvas done by setling up ailitia bureaus throughout the
countryside, selecting soldiers on the basis of personal loyalty, and
financing it all with gentry contributions and the new likin tax on
trade."(F1233) After this, during the post-rebellion reconstruction,
“the regional armies becase ragular provincial forces, and new military
acadesies began to train officers who had the new prestige of being
scholar-soldiers.” Moreover, "the gentry sanagers who had cilitarized
the countryside had their successors in an urban gentry class ...
gentry-serchant activists vho sanaged elite education and social
wvelfare® and other activities of value to the comsunity. (F:238,240)
Provincial identity and achievement were beginning to counterbalance the
increasing irefficiency of the Manchu central regise.

After 1300, many of these "provincial modernizers” began to
send Chinese students to Tokyo for furiher training. Sose of these
students becase a significant factor in the Qing regime’s refora effort,
which vas focused on “rights recovery, comnstitutionalise, and self-
governaent. "(F1244) In August 1908 the Espress Dowager actually
proclaised a set of constitutional principles. In 1909 provincial
consultative assesblies were convened. However, systeaic probleas still
parsisted.

The issue of the Marnchu central power’s doainating the provinces
in the new age of industrial growth and Chinese nationalisa case
to a head in 1911.... On October 10 ("double ten®), 1911, a .
revolt at Wuchang (opposite Hankou) touched off the defection of
most provinces, vhich declared their independence of the Qing
regise. The professional agitators of the Revolutionary League,
who had sade Sun Yatsen their leader in Tokyo in 1905, set up the
Chinese Republic on January 1, 1912, at Nanjing with Sun as
provisional president.

There vas general agreesent that China sust have a parliasent to
represent the provinces, that unity vas necessary to forestail
foreign intervention, and that the refors-einded Yuan Shikai ...
chiat trainer of China's New Army, vas the one aan vith the
capacity to head a governmsent. Through a notevorthy series of
compromises, China avoided both prolonged civil war and peasant
risings as vell as foreign intervention. The Qing eeperor
abdicated, Dr. Sun resigned, and in March 1912 Yuan becase
president. * (F1250)
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The imperial dynasties--of which four of the last five vere
foreign--had come to an end in 1911. In 1912 China had entered upon 1ts
republican period. But hold it ...

Yuan Shikai, like & dynastic founder, wvas & silitary san, later to
be called “"the father of warlords.” As a Qing official, Yuan vas
wvell versed in the inherited repertoire.... Authority must have a
single source, and so Yuan concluded that his only hope of
governing China lay in a reassertion of autocracy. He began by
eliminating the new ravolutionary leader, Song Jiaoren, who had
combined the Revolutionary League sesbers vith saaller groups to
form the Nationalist Party. [t had won election in 1913 from sose
40 aillion qualified voters, saking Song the leader of the
parliasent. In March t913 Yuan had him assassinated, and then
went on to intimidate and abolish the parliasent.(F:251)

Three years later, in 1916, Yuan Shikai himself died.

2._The Quest for New Rynamice in War Revaged Chins

China now faced a double crisis: how to gain a new
legitisate governsent, as well as how to gain the needed livelihood for
its farmer sasses. Two other factors also vere inharents (1) the .
warlord era, which continued until 1927; and (2) the ispinging foreign
presence froe the treaty ports, which continued until $1943. To get the
setting we drav first on Fairbank’s sumsary of the developesents in the
beginning of the period: .

Asong the great powers, Britain and the United States--the chief
sources of Protestant sissions--in the Anglo-Saxon fashion _
preferred reform as sore constructive than revolution. Their aid
to refora came largely through private nonofficial channels but
wvas both little and late. The USSR, in contrast, supported
violent social revolution through aid to both Nationalists and
Comsunists. (F1253) .

But what was happening to Sun Yatsen's dreas for China
during this period--the dreaa about Chinese Nationaliss, Democracy, and
People’s Livelihood? Here is the story: "On his part, Sun Yatsen by
1922, after 30 ysars of agitation, hid reached a low point in his
fortunes. He had been proclaised rresident of the Chinese Republic in
1912 only to see his country disintegrate into wvarlordisa. His efforts
to unify China through varlord reans had led him into dealings vith
opportunist militarists at Guangzhou. In June 1922 Sun vas
outsansuverad and flad to Shanghai. Just at this msoment, when Sun had
desonstrated his preesinence as China’s Nationalist leader but his-
incospetence to complete the revolution, he joined forces with the
Coaintern. In Septesber 1922 he began the reorganization of the
Buosingdang on Soviet lines.*(F31281)

We continue now with Fairbank’s suasary of the period:

Meanvhile, Japan's cultural and economic influence on China
wsarly in the century give way to a ailitary aggression that
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sidetracked China’s history from 1931 to 1943. Japan's
‘aggression, serging into World War II, added ismeasurably to the
Chinese people’s desperation,

Partly because the wvarlord era from 1916 to 1927 vas a low point
of state power, it wvas paradoxically a tise of considerable
achievesent along cultural, social, and econoaic lines. The
relative freedom of this growth would contrast with the
bureaucratic control that would be reisposed upon China after
1927. The contrast would highlight two themes that continued
during China’s era of party dictatorships. One these vas
authoritarian statism, the prisacy of state building, beginning
with loyalty to autocratic central power and putting political
unity above all. The other theme was cultural creativity and
social isprovesent as part of a process of civil growth. This
these wvas evident in autonosous developments not under direct
control of officialdom in China’s adaptation to the sodern world.
(F3253-256)

As the  above suseary indicates, both the USSR and Japan
exerted drastic influences on the developasnts in China during this
period:s the USSR, trough its impact on both the Nationalist and
Communist parties; and Japan, first through its aggressions in Manchuria
and North China, and secondly through its bombing of Pearl Harbor which
occasioned the outbreak of World MWar II. In the face of Japan's
aggression in China, the Nationalist and Comamunist parties once again
invoked the United Front. “The teras of the united-front agreemsen.
resained on paper unchallenged, but in fact developsents undid it. ..
Both the Nationalist Bovernsent at Chongqing and the CCP at Yan’an
fought a two-front var, against Japan and against each other,"(F:13i6)

We highlight one developsent fros this period which
energized the rise of a significant new dynamic in China’s society:

The secret of Mao's success at Yan’an vas his flexibility at
combining short-ters and long-tera goals. In the short tere he
espoused in 1940 the New Democracy as a united-front doctrine that
would esbrace all the Chinese people who would subscribe to CCP
leadership. For the long ters, he steadily developed the party
organization, including its control over intellectuals....

Meantise, the real sinevs of power grew up in the CCP
sobilization of the peasantry in North China.... In the
governsents of the Border Regions and Liberated Areas that the CCP
developed in diffarent parts of China, the first principle vas

- party control based on indoctrination of cadres and enforcesent of
dilciplim.---

The second principle vas to find out vhat the pesasants vanted,
and give it to thees first of all, local peace and order; second,
an arsy of friendly troops who helped in peasant life, harvesting
crops when necessary and fraternizing vith the villagers; third, a
recruitaent of local activists who aight very well be found at the
upper level of the poor peasantry, people of ability who felt
frustrated by circusstance; fourth, a progras of bettersent partly
through iaproved crops but sainly through agricultural cooperation
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in the fora of autual aid, organized transport, and production of
.consuser gocds in cooperatives. ‘

.As these efforts wvent forvard, they becase the basis for a third
principle: class struggle ... to be approached in a gingerly
fashion.... In the early years, the 6MD (Nationalists) also had
its forces in parts of North China and so provided an alternative
focus of allegiance. The CCP dealt with this by setting up the
rather persuasive three thirds systee: The Communists would
control only one third of the small congresses that sanctioned
local government, leaving the other two thirds to the GMD and
independents. On this basis, of course, the CCP's superior
discipline and dedication let thes becose leaders on their merits.
As their good repute becase justified in public esteem, they could
begin to prepare for land reforam in addition to economic
production prograas. (F1317-318)

We do not need to go into all the other factors that went
into the Comaunist-Nationalist struggle during these years. Two
factors, however, do need to be recognizeds "By the var’s end, peasant
rebellions were incipient in several provinces of Free China."(Fi1316)
And, “By 1949 nobody could deny that the Comsunist Party under Mao
Zedong had conquered China fair and square, *(F1337)

hing's Ongoin T

The changes in China since 1949 have, of course, been
tresendous. Rural comsunities and urban centers all have changed, and
still are changing. There are sany signs also of improvesent in the
people’s livelihood since the var years.

Nevertheless, despite Beijing’s central control and its many
frenetic caspaigns in both agriculture and industry, the comaand economy
did not produce as projected. In industry, for instance, the sany new
industrial projects (basically heavy industry patterned on the Soviet
model -~often in resote areas) vere "plagued by shortages in industrial
production and unconcern for consuser desand that characterize a cosmand
wconomy. "(F1414) Even in agriculture this coasand econoay did not
deliver as prosised: “"Agriculture actually sav a decline in productivity
per san-hour even though the labor invested and the product secured both
increased.... The dead end of involution--growth of product without the
developsent of greater productivity per person--that had held the
Chinese farser back for centuries still held his back in 1950-1978.°

(F1410)

To reshape the country for the 21st century, Zhou Enlai in
1975 called for the adoption of four sodernizations--in agriculture,
industry, science and technology, and defence. In 1976 Mao ledong died.
Two years later Deng Xisoping sserged as China’s “parasount leader”.
*Class struggle gave vay to economic refors and developsent. The Maocist
slogans 'Politics in comsand’ and ’'Red over axpert’ vere supplanted by
the ancient statecraft slogan 'Seek truth from facts.' Ideclogy vas

downplayed. " (F1406-407)
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In the reforas of the early 1980s the CCP iried to recuperate
from the low-point of Mao's last years.... First wvas the problem
of leadership. Renewal of the CCP's claim to legitimacy required
group leadership in the Central Committee, for the Great Helasman
had run China on the rocks....

The nev day was heralded in foreign relations when the People’s
Republic turned outward again, welcoming foreign contacts.
Normalization of Sino-American relations, begun in 1972, vas
completed in January 1979.... Deng’s policy of "opening”
acknovledged that the Chinese econoay could progress only with a
greater infusion of technology and capital, both obtained abroad.
(F1406,407)

To set the pattern for foreign trade and investsent, “in

. Guangdong, the area longest active in foreign trade ... exesplary
measures vere taken to give the province 'sore independence to respond
to its own needs.’... The province vas given a revenue quota or fixed
sum to be paid the central governsent annually. These changes
stimulated trade and set an exasple for othar areas.... By 1984
fourteen sast coast ports vere opened to foreign investmsent,.®
(F:416,417)

The Four Modernizations progras could perhaps be a first
step by the People's Republic towards developing a Capital Intensive
Economay. However, China's "opening® to the West and the Four
Modernizations program include no proeise of political refora. *To
presapt the subject of political refors and put it off limits in the
usual Chinese bargaining style, Deng issued in March 1979 the Four
Cardinal Principles: China must follow (1) the socialjist path, (2) the
dictatorship of the proletariat, (3) the leadership of the Party, and
(4) Marxism-Leninise-Maoc Zedong Thought. This prosised that the
selected CCP dictatorship, like any dynasty, would continue its sonopoly
of power."(F:407)

It say vell be, as Fairbank has suggested, that

«s. the inheritors of China's autocracy have faced a particular
frustration in the fact that China's modern intellectuals have
claissd not only the autonosy of expertise but also the pluralisa
felt to be so fundasental in intellectual circles abroad. Chiness
thought, always homegrown and sinicized heretofore, has got out of
the Chinese governsent’s control: too sany Chinese scholars today
are capable of participating in world scholarship.{(F:431)

The People's Republic of China is, nevertheless, soving
towvards the 2ist century, and this under the governsent’s Four
Modernizations progras. MWithin the governmsent itself there is a drive
tovards a civil society, reinforced by this Four Modernizations progras.
China’s dream about a civil society goes back at least as far as the
closing decade of the Manchu dynasty. However, the dreas nov has
resurged in sodern China. What has brought this about? According to

Fairbank,
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It originated in the inevitable growth of specialization and the
resulting autonomy of the expert within his sphere of expertise.
Within professions like engineering or asronautics, cheaistry or
socdern sedicine, there could be no master-ainding of technology
from the political center.... The new scientific tachnology
implied a polity with pockets of autonomy scattered throughout it.
Orthodoxy thus having its liaits, diversity aight result.(F:430-
431) i

The Chiness society is and has alwvays been a strong
autocracy. VYet, this autocracy has traditionally distinguished itself
by certain significant "pockets of autonomy” on its flanks, which--
wvhether they were openly acknowledged or not--nave always given China a
certain distinctive diversity. These pockets of autonomy have included
the Inner Asian people groups, the Maritise Chirese, and the several
religious communities in the buildup during the lmperial Period; and
later, the treaty port cossunities, the Ovarseas Chinese, and also the
various independent thinkers associated with either of these two
communities. All these groups have served as bridge comsunities through
which nev dynasics have been discretely absorbed into the Chinese
society. The Four Modernizations program is also a vehicle for such an

opportunity today.

Through the Four Modernizations progras the People’s
Republic of China has opened itself up to the West. Do wve in the Nest
understand the dynasic of this opening? Will East and West nov seet?
With grace and understanding we certainly can. I trust that this
compressed study will have given a fair representation of the aajor
dynasics involved, and that it say be of help to both those of the East
and those of the West as ve seet and interact and work together in the
"sore open” China of today.
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quotation--thuss (F:&).

2. China Yearbook Editorial Board. Ching Yearbook {958-1939. Taipei:

China Publishing Co., 1958
All quotations from this work are indicated by the book

initials and the page nuaber in brackets following each
quotation--thus: (CYi1#88). )
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A Personal Word

[ Tirst becane avare of vorld politics 1n §933, vhen as & boy of 9 in Norvay, [ heard adoud
the League of Nations’ debate, resulting in its condeanation of Japan for its aggression in Mancharia,
but then leaving this aggression unreversed. My interest vas undoybtedly aroused decause only a short
ti0e defore this [ ayself had tose fros China, where [ vas born at Hequ, 3 saall tovn on 2 bend of the
Yellov River tn northwestern Shanxt province, vhere 1 had already lived for eight years--and vhere oy
parents 3till vere serving as aissionaries,

In 1937, on sy vay back again to China with sy parents, Japan began 1ts enprovoked attack on
North China. 1 have vivid eesories of vaiting to cross the Yangz: River at night, and seeing vith oy
ovn eyes the devastation already caused by this Japanese aggression in thousands of Chinese lives,
soldiers as vell as civilians, At Hankow (Wuhan) | viteessed the first Japanese bosbing attack on
that city. -

During the next several sonths (vhile ve lived in Hunan proviace, vhere ainy of the vounded
soldiers vere bring evacuited) oy father carafully negotiated Mis vay step by step dack up to Hequ.

As he secured safe-passage perants fros doth Nationalist salitary cossanders and the CCP Eighth Route
Arey, | becase avare of the delicate sitwation in the United Front as doth Nationalist forces and
Cossunist forces sought to independently repel the Japanese, vhile at the sase ti3e also fighting eich
other,

In sose of sy father's letters to us, he told Mov hundreds of people--once over },000--had
sought refuge at his station during, or 1n expectation of eilitary activilies. We vere all happy vhen
18 the Susser of 1939 he vas able to visit us (at the Chefoo Schools in Skandong), and then bring
Mother vzth him dack wp Lo Hequ so the two of thea could vork together vith the people there. That 1s
vhere e gave his life. Ve received a telegras a fev diys before Christaas, telling ws that on
Decesber 14, 1939 Father dad been killed in a Japinese boabing attack on the ssall town of Heqe, but
that Botber vas safe.

In August 1941 vhen [ left China, Father's dreqs vas very such alive in oy heart, [In October
1948 1 case dack to China vith ey vife and oer son. Fire sonths later our second son vas born at
tanzhow. Wa vas strong and healthy, but at three sonths, he swddenly took sick ind vithin a day the
Lord had taken his hose. In Awgust 1949, on the advice of our Chinese friends, ve left China. Since
then, hovever, except for 4 3-year period 1n Ewrope, sost of our assigneeats have had sose interesting
China connection--both vith Overseas Chinese, ind in Hong Kong and Taivan.

In 1988, «ntnown to eost of ws--but in the grace of God--a casval seeting vith a visiting
delegate froa the Province of Shanxi resulted in sose sesders of owr family being invited to visat
Skanxi, including Mequ. Thes in the suseer of 19%, owr fasily vas given the honor of sharing in the
dedication of a Nonssent raised at Hequ to honor the sesory of our forefather, Nissionary Peter
Torjesen. The birth of Evergreen Fasily Friendship Service is one of the frasts of that event.

1 vish here to acknovledge a particular dedt to Jobn King Fairbank and Mis recently published
Chiag; A vew bistory. My knovledge of China asd its people has been based on 2 hosegrova personsl
feel, Dr. Fairbank devaloped his stholarly knovledge of China and its people over alsost eactly the
sase tise span; hovever, he vas my senior--prodably by abowt 20 years. I knov of no other one-voluse
study of Ching that even coses near accoanting for as aech pertinent dita oa China as does this wvork
by Br. Fairbank, [ vholebeartedly recossend his book to anyone vio needs to kn?v bov and viy {hina
wrks.

Also I vish to thask Dr. Vin-Kaan Wen, Dr. Donald Dale, and Dr. Jonathan Chao for their
gracious consent to serve as respondents for this paper. Their personal insaght and experience wvill
greatly enbance vhatever coseent, correction or highlighting they say care to give, as vell is enhance
the total valve of the paper. [ alone as responsible, hovever, for deficiencres in data selection and
the conclusions drave. My heartisst thants to each one of yow respondents. £1

54-531 99-5
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COMMENTS ON "CHINA DYNAMICS®
YIN-KANN WEN'

1. in Dr. Torjesen’s “China Dynamics®, he summarizes bis views oa China’s dynamic changes over
the past four thousands years. [ found the paper very interesting aod stimulating. I am an economist,
though not an expert on Chiness history; my comments are therefore very limited, and mainly based on
a "home-grown persoaa! feel,” as Dr. Torjesen writes in his °A Personal Word,® at the end of the paper.
My comments are divided into two parts: overall and specific comments.

Qvenall Comments

2. Overall, this paper describes very well in a compressed form the evolution of social, economic,
and cultural changes over China’s long histocy. It gives a fascinating retrospection of the changes of
which we Chinese are unaware, or bave taken for granted. For example, the sections on “The Military
Wu-Complex and the Civil Wen-Complsx® (Sectioa 3) and *Special Dynamics Cued by People Groups
on Two of China's Flanks® (Sectioa 6) are particularly interesting and thought-provoking.

3. Iwould like to empbasize that the impact of the traditional concept of “mandate from heaven®
is very strong, even in the preseat. The article points out quits correctly that in early history, during the
Shang and West Chou dynasties (about 2000 B.C. - 771 B.C., corresponding to the period from Abrabam
to the period of King Uzziah in the Kingdom of Judab), the Chiness worshipped & supreme god (Sbang
d, or Tisn (Heaven)). The Shang imperial bouse claimed descent from gods, aod “their power was
established by the commission of T, the supremes god.” The Western Chou also claimed that their
power came from heaven because heaven deserted “the wicked Shang ruler, and transferred its blessing
and mandate to the lesder of the Chou.® > The tradition weat 0a 1 become a political tool for new
" rulers. Whenever 8 new dynasty took over the old one, it claimed 8 sew mandate from beaves, or the
supreme god. Therefors the Chinese emperor was always called “the soa of the besven [Tian-Tze)."

Senior Economist, World Bank, Washingtoe, D.C. The views ars of the suthor's and bear 80 relations with
the organization whare the suthor is affilisted.

7 Cho-Yun Hsu, *Ascient Chine in Traasition, An Azalysis of Sociel Mobility, 722-2228.C.,* Stanford
University Press, 1965, p.15. )

! Hau, op. cit., p. 16.
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Furthermore, "relying on his divine ancestry, ... bis forefathers dwelling at the side of Ti..."* Asa
result, the Chou dynasty started worshipping ancestors. It was stated in an anciest writing during the
Eastern Chou that the Chinese "considered two things to be of the paramount importance in a state:
military affairs and sacrifice.”® Sacrifice, meaning worshipping beaven and ancestors had long become
one of paramount important functioas of the government. It is interesting to note that the tradition
continued when the Republic of China was founded.® It seems to me that because of this tradition, ROC
(represeated by Kuomingtang), until receatly, continued to claim that its rule was based on an orthodox
tradition or mandate beginning from Yellow Emperor (2500 B.C.) o Qing dynasty (1661-1911). Despite
that the ROC Government effectively controis only the Taiwan ares; from ROC’s view, ROC is the
orthodox regime for the entire country of China and PRC is therefore a rebellious regime.

4. More interestingly, PRC bas also claimed Its sovereignty over Taiwan. It is easy for us to
understand the reason, as Torjesen’s paper describc. the concept of the mandate from heavea, that the
Communist Chinese have unknowingly inherited the tradition. :

S. On the other hand, bowever, communism bas long been identified a3 a nontheistic faith and holds
the stheist view.! Although the Coustitution of PRC prociaims that all citizens have the freedom of
religious belief, in practice the regime is anti-religion, especially against the Cluistian faith. To
understand the dynamics of China and to spread the Gospel, it might be desirable for the paper to address
the current religious policy in China. In my view, although thers ars restrictions in China concerning
the practicing of religion, Chiness peopls are in the stage of “spiritual bunger,” particularly during the
past four years. The recent surge of the family Christian churches and many traditional religions such
as Buddhism, is 3 manifestation that Chinese tradition is difficult to be suppressed. We bope that in the
near future, the basic philosophy of communism will change, just like China is now wming to Western
style of economic management and reform, so that people bave freedom to accept the Gospel.

* Hs, op. cit., p.17. Ses also C. K. Yang, Religioa in Chinese Society, University of California Press, 1967,
Chapter V1, “Operation of the Mandsts of Hesven. °

! Ses Hmu, 0p. cit., p. 19 Note that is the original writing, the secrifice comes first, followed by the warfare,
oc mulitary affairs.

¢ 1a 1915, the ROC Goverament st up caremonial procedures for “Worship the Hesvea.®

7 C. K. Yang, op. cit., Chapter XIV, “Commumism as 8 New Faith.*
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SPECIFIC COMMENTS
6. The article mainly covers Mainland Chins (PRC) rather than Taiwaa (ROC), especially whea it
mestions the current situation and the “four-modemization drive® and its economic reform. A foomnots
would be desirable in pointing out this fact {(e.g., second paragragh oa p. 1, mentioning China, *...It bas

drawn in new dynamics for modernization...® clearly referring w0 the current PRC-stated policy, oot
ROC's,

7. It seems incocrect to state that “the first Chinese stats emerged in 771 B.C.* (p.2). The imperial
period of China starsd about 1122 B.C. when the Western Chou was established (9.1). The year 771
B.C. was the beginning of the Eastern Chou which signified the decline of the imperial impact. The
durstion of the Chou (or Zhou, according to PRC’s speiling (ping-yia) system) dynasty was the longest
of all dynasties in Chiness history, lasting from 1122 B.C. 10 256 B.C. when the last emperor of Chou
died. The Chou dynssty was divided into two periods: the Western Chou (1122771 B.C.), with Xian
(Sian) as its capital, and the Eastarn Chou dynasty (T71-256 B.C.), started when Emperor Chou Ping
moved the capital o Loyang. Undar the rule of the Eastern Chou, the imperial impact had declined
markedly and political "ower was vested in the bands of & few feudal kings. The Eastern Chou was
divided ioto two periods: Spring and Autuma (Chua Chiu) period (771480) and the Warring States
period (480-221 B.C.)* “Strictly speaking, there is no distinct line of demarcation. The oaly difference
is that while there were scores of dukedoms and principalities in the Spring and Autuma period, oaly
seven strong powers remained in the Warring States period.

s p.7 *Confucius (550479 B.C.)* should be read, “Confucius (351479 B.C.)". (typo?)

9. p.18 Regarding PRC's Capital Intensive Economy. 1 am not sure its connotation used hers.”

* “The period 256-221 B.C. was part of the Warring States period without the Chou erperor.

* Republic of China 1988, A Reference Book, Hilit Publishing Company, Taipsi, p. 79.

bt w»mm@ﬂwwhnmdlmaﬁulmmof
m;i.o‘.mmuﬁmwougﬁdMnhmmdmm-hbororl.ud
per unit of cutput. The labor inteasive, thersfore means the wee of more labor im the process of the productios.
Ses, for axample, Michasl Todaro, Economic Development ia the Third World, Third Editios, Loogman, New
York, 1983, pp. 576, 593. .
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In my view, China is now in the stage of developing a Labor Intensive Economy, parting with the heavy
industry-oriented economy that dominated the Chinese economy for the first 30 years since the founding
of PRC (1949-1978). During this period, China's economy modelled the Soviet Unica in empbasizing
beavy industry under a ceatral planning system. From 1952 to 1978, China’s aational income increased
by 6.3% per anoum; of which, the capital formation grew by 8.5% p.a., whils consumption grew by
5.4% only." In other measures, compared with 1952, industrial fixed assets increased 27 times in
1980, while the average consumption ievel of the people in cities and country side only doubled.”? The
Government of China recognized past mistakes by stating that bad been °...one sidedly going after a
tempo of production and construction that was too high, blindly expanding the magnitude of capital
construction, neglecting the development of sciencs, technology and education ...*" Sincs 1979, China
has launched an unprecedeated economic refocm, with the strategy of first increasing agricultural output
and consumer goods industry. The economic reform has beea very successtul in terms of improving the
standard of living and making progress ln industrialization. The economic strategy is, in fact, to develop
8 Labor Inteasive Economy to utilize its abundant lsbor forcs t0 produce both consumer and industrial
goods. It Is true that, unlike the past, China Is mobilkzing both domestic as well as foreign capital and
its uitimate goal is modemization, but the strategy is aot of Capital Intensive Economy.

" China Statistical Yearbook, 1991, p. 40, using the methodology of *material production,® which was used
typically for socialist countries.

" Ecooomic Reedjustment & Reform, Beijing Review, Beijing, 1982, p. 12.

O The Sixth Five-Year Pisa of the People’s Republic of China for Economic snd Social Development (1981-
85), Poreign Language Press, Bsijing, 1984, pp. 12-13.
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Hong Kong

May 20th. 1993

~

€d Tor jesen,
270t £. Masquite Ave, WJJ-17S
Palms Springs, CA 92264

Deer Ed,

Thanks for the cospleted thesis which arrived in B8an Jose whilat I
was in Vancouver, B.C. 1 was able to read it through carefully

whilst on the plane coming out to Hong Kong, and it really is quite
excellent, and needs very little, if any, alterstion.

My main comment would be that I believe that there needs to be a
1ittle more detail concerning the present spiritual hunger of the
Chinese people for the freedoms of the huaan spirit in the present
extremely materiaslistic and totaliterien systea in the section on
Chiness Religious Dynasics. This would show the present struggle be-
twesn @ dying ‘comsunise’ and rapidly essrging 'materialisa’,
neither of which has been able to satisfy the innate longings of —tha

hugon heart.

Since I am off tomorrow to Beljing, I am going to get this into the
meil today, and trust that it may be of some little use to you.
Sorry it is not sore detailed, but there just has not been time to
do more in my pressnt very busy achedule.

oth and also to all those who will be at-

Varsest greetings to you b
Sorry we cannot be with

tending the Conference in Colorado 8Springs.
you in parson at thet tise.

In His love and service,

|
N

Donald Dale.
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A RESPONSE TO DR. EDWARD TORJESEN'S PAPER, "CHINA DYNAMICS"

By Jonathan Chao, Ph.D., President,
China Ministries International
P. O. Box 312, shatin, N. T., Hong Kong

In this paper Dr. Torjeasen sought to bring out the salient
features of Chinese culture which he considers to be dynanmic
factors that give impetus tc the onward movement of the Chinese
people and state. By gathering insighte from John King Fairbank'’s
last, but interpretive book, CHINA; A NEW HISTORY (Cambridge, 1992)
and the 1958 edition of the CHINA YEARBOOK, DY. Torjesen sought to
provide a historical context for interpreting China’s current
opening to the outside world, and hence to the West as well. For
thie opening has made it possible for Evergreen Framily Friendship
service to become involved in China‘e modernization, and hence a
way for Christian participation in China’s nation building at a
ecritical juncture of her national development.

WHAT DYNAMICS DRIVE THE CHINESBE PEOPLE AND CULTURE?

It is good that Dr. Torjesen is taking a broader look at
China'’'s curreant open door to the cutside world from the perspective
of her own cultural history. It is alsoc necessary that those who
wish to help China do so with at least a functional understanding
of the inner dynamics of her own history, be aware of the
complexities of such dynamics, and be sensitive to her aspirations
and goals, especially during the modern era since her humiliation
at the Opium War (1839-42).

Dr. Torjesen expressed two underlying @ssumptions in his
"introductory overview," namely, that "the Chinese pecple have
preserved the essential integrity and unity of their culture,™ and
that the Chinese people today are pursuing "a dream about how to
achieve the good life.” 80 he set ocut to identify "those dynanmics
which seem to have had the greater impact on the Chinese culture
and the development of this dream in the heart of the Chinese
people.” This 1s & monumental task in itself; for it implies an
.interpretation of cultural dynamics of Chinese history and of
China‘s future course.

What is that essential integrity and unity of Chinese culture
that served as the dynamic of the Chinese people over the ages?
Dr. Torjesen gave nine dynamics. ! will comment on these nine
sdynamics® critically in light of whether they were factors of
integrity/unity or disillusion/disunity. .

'

STATE AND RELIGION IN TRADITIONAL CHINA

Dr. Torjesen identified the first and the fifth dynamics as
the Chinese state and religions, respectively. Put together, let us
examine the issue of state and religion in China. While the author
noted a significant ehift from the Shang tribal stata to the Chou
quasi-imperial state because of their shift in the religious basls
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of their rule--namely, from their ancestral deities to a concept of
the mandate of heaven-~he failed to trace further the introduction
of the rule by law as advanced by the Legalist School of thought,
resulting in the creation of the first unifying empire, the Chin
Dynasty. While the concept of the mandate of heaven continued to be
used by dynastic founders, the Chinese state has been governed not
so much by a moral ruler of Confucian prescription, but by
autocratic state power that suppressed every challenge from below.
The Chinese state since Chin has been essentially an areligious
state with power centered in the emperor or whoever acts in hie
place. This has been so since Chin Shih-huang to Maoc 2edong and
even to Deng Xiaoping. In this sense the Chinese state power has
been e¢ssentially anthropocentric in nature, with man as the
ultimate authority. Even though there was the altar of heaven where
the emperor was to offer sacrifices to heaven on bshalf of the
people, in actel practice the word of the emperor was final.
Furthermore, without special revelation, there were no divinely
given laws by which he might rule in accordance with the will of
heaven. i

Were things better before Chin 8hin-huang? Were the rulers
more conscious of heaven? The anewer is yes, as the 1958 China
Yearbook noted in the Book of Rycords, though a better source would
be the Book of Odes, as ths 8sook of Records is considered as
spurious by many 8inologiste. Why did the concept of Tien develop
into a mere abstract concept, and likewise, why did the tao of
Taociem also evolve into a depersonalized tao? EBven Confucius’' tao
became a depersonalized "moral tao." Henri Maspero, a French
Sinologist, gave a convincing answer in his TAOISM AND CHINESE
RELIGIONS, According to Maspero, a rationalization process took
place B.C. 600 and 400, the period in which Laotze and Confucius
and other philosophers livcd. During this period there was a
breakdown of ancient Chinese society, and along with it, their
religious beliefs, resulting in a change in worldviews. what
energed was a rational arproach to life and the cosmos, and this
rational approach found its way into Chinese politics as well as
philosophy. Consequently, the personal concept of Shangdi or Tien
as the seup~cme ruler was replaced by impersonal principles of
Taoiem, Confucianism, or Legalism. All this means that the Chinese
people were deprived of their religious expression towards a
supreme deity who punishes evil and rewards good. Locked within the
confines of rationaliem, the Chinese people became spiritually dry.
Buddhiem from India met thie need at the spiritual level, but could
not quench the thiret of Chinese souls. Instead, they found
themselves locked up in. idolatry and deeper spiritual confusion.
The Confucianiets did not accept Buddhism as a religion, and eo
kept them out of the reach of politics and education. Today,
Marxiem as a ruling orthodoxy is also a form of rationalism, but in
a form worse than Confucianiem. That is why, perhaps, there was
such an easy transition from Confucian rationalism, to the Weatern
liberal humanism of the post-enlightenment era, and from there to
Marxiem., The anti-Christian movement that followed the introduction
of Marxism into China in the early 19208 can thus be easily
understood.
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Hence, in our enthusiaem over China’s opening to the outeide
world for economic development we muest not mistake it for her
concomitant openness to the spiritual heritage of the West:
Christianity. Chinese Communist religious policy hae not changed
since ite restoration in 1979, consolidation in 1982, and further
implementation after 1992. If there is any appearance of walcome to
Christian participation in Chinese economic development, it is not
on religious grounds, but for economic reasons and with mere
toleration, rather than genuine respect, for the faith held by
Christians. But precisely because Marxiem has left & greater
spiritual vacuum and hunger in the Chinese people, Christians
should do everything they can to meet that spiritual need, whether
directly by working with the house churches, or indirectly through
social and economic development projects.

THE CONFUCIAN S8OCIAL ORDER: stability and etagnancy

In eections 2,3, 4, and 6, Dr. Torjesen deals with the
dynamice of Confucian civil order, the military and the arts, the
farmers, and the two flanks of the inner land and the maritime
ventures. In the interest of brevity, I would like to comment on
them together and refer to them cumulatively as the conservative
character of Chinese culture which inhibited China from developing
herself into a modern socliety.

riret of all, it is true that the Confuclan social order wase
based on personal moral worthiness, and that personal integrity was
to conform to the ways of heaven. And from that came the concept of
political rule based on the following reasoning: ergonal
cultivation is the basis for governing one’s family, which is the
basis for ruling the country, which is the basis for pacifying the
world. While this makes good poetry, it does not follow that a
morally virtuous person is capable of ruling the state, as proven
by many inept emperors. Hence, the Chinese civil eervice system
utilized an examination based on knowledge of the Confucian
classics rather than on proven adminjetrative ability.

Secondly, while the Confucian concept of the five normalities,
namely, ruler/subject, father/son, elder brother/younger brother,
husband/wife, and friend/friend helped to maintain social order, it
also produced a conservative mentality of obedience on the basis of
one‘s status, which 4inhibited the creativity necessary for
scientific and technological development, as well as aspects of
cultural growth.

Thirdly, Confucian distaste for the military should have given
them a distaste for violence and injustice. Yet in reality
Confucian statecraft often resorted to intrigues in the court, and
was marked by corruption in civil administration. Confucian virtues
wore often simply an ideal to be held, which few réally practiced.
The use of state power to pursué pereonal gain has been a mark of
Chinese officialdom even to this day.

roeurthly, Chinese peasants worked hard all their lives with
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little gain for themselves. Throughout the ages the Confucian
official~gentry taxed them and exploited them until the revolution
came in 1949, on1¥ to find themselves surfs to the state landlord.
Held back by thelr own backwardness and ignorance, the peasants
were confined to the land. They became symbols of Chinese patience
and endurance. There was no releasse from their agony until recently
when freed by the Gospel of Jesus Christ.

Fifethly, Chinese policy towarde the minorities and other Inner
Asian peoples was essentially one of suzerainty in relation to
vassals. This relationehip reflects Chinese Confucian cultural
pride as well as certain amount of tolerance toward people of
different cultures. They were left alone so long as Han sovereignty
was recognized. Failure to do so would result in suppression from
the imperial court.

Sthhlr, the Confucian conservative mentality prevented China
from beconing a seapower after & brief period of seafaring
exploration in earl{ Ming. Had China delved further her maritime
experience, she would have developed herself into a modern state
through economic growth much earlier than she did. Yet her sense of
cultural self-sufficiency became her own self-imposed confinement
in economic developaent.

CHINESE QUEST FOR MODERNIZATION

In factors 7, 8, and 9, Dr. Torjesen deals with Chinese
rocfonse to the impact of the West in the 19th century, nation-
building in the early 20th century, and her contemporary quest for
modernization under socialism. Dr. Torjesen has summarized the
major events in modern Chinese history. However, what has been the
drive, or the inner dynamics, of h story in modern China? The
central question is: What has been the quest of the Chinese pecple
and state during the last 150 years since the Opium War (1839-42)7
Dr. Torjesen sees this quest as one "to achieve the good life" (p.
2). From outward appearance it might seem that way, but I think the
Chinese quest for a modern China is deeper than that.

In 1976 1 met a Chinese scientist who had just come back from
Beijing after contributing twenty years of the prime of his life in
China, more than half of which were spent in humiliation (1966-78),
He said that China is laden with three heavy burdens: poverty,
backwardness, and a large population. I think to a large extent
that is true, and China is currently seeking to lighten these
loads. However, I think in modern China since 1842, the Chinese
people--especially the intellectuals and those in the government--
have been seeking to solve three major problems. These are:

1. How to overthrew foreign oppression and regain national
integrity and independence; that his, how to become
strong politically and militarily.

2. How to overcome the problem of poverty and become strong
economically.
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3. How to overcome the problem of backwardness and move
forward into modernity; that is, how to become strong
inlscionce, technology, and other dimensions of human
culture.

To solve those problems, Chinese official literat!i serving in
the Qing court sought to modernize Chinese through a series of
"Self-strengthening movements" that lasted from 1860 to 1895, It
involved modernization of military hardware through the utilization
of Western military and navigational technology. This vwas followed
by economic developments in mining and reilways; and the learning
of Wostern technical know-how by sending students abroad. But they
sovn found out that mere borrowing of Western technology and
development of eome aspects of the economy was not enough. What was
needed was political etructural reform, which the Reformers
attempted during 1898, but which was cut short by the Empress
Dowager and her conservative, sslf-interested Confucian advigors.
Having failed through reform, radicale like Sun Yat-sen and his
friends took up revolution as a way to modernize China. After Sun
failed to retain power and was spurned rejected by Western nations,
he turned to BSoviet Ruesia for help, which the Communist
International was only glad to provide. The primary drive for .the
Yoriod 1842 to 1949 was to get rid of foreign (i.e.: Western, and
ater Japanese) aggreseion, and to build a strong modern Chinese
state. In the process, the leaders (8un and Chiang) adopted the
Russian Boviet party organizueional structure. Chiang rejected
Communism, but retained the Lenists revolutionary party machinery.
Chiang’a effort at nation building was short-lived because of
Communist subversion and Japanese aggression. While Chiang failed
in economics, Mao succeeded in military conflict. The Communists
were able to expel foreign influence out of China., This Mao did in
1949, when he declared on October 1st, "We have stcod up!"

While the Communist movement was successful in getting rid of
“capitalist imperialiem," and "capitalist running dogs" by way of
revolution, it has not been able to succeed in nation-building, in
terms of doveloping a strong economy. The history of the People’'s
Republic eince 1949 has been a history of this failure, and this
wae in large part due to Mao’s idea of building up China through
ideological transformation, against the advice of the econonmic
developers such as Liao Shaogi, Zhou Enlai, Deng Xiaoping, etc.

Thus, as soon as Deng was able to consolidate his grip on
power after Mao’'s death, he launched hie reform package at the
Third Plenum of the 11th Party Congrees {Dec. 1978). He proposed
the idea of the Four Modernizations within the framework of
"Chinese indigenous socialism," and has adopted an open door

licy. The Four Moderniszations was already proposed by Zhou Enlai
Y: 1975, and so Deng was simply following his Paris mentor. Deng's
effort for modernitation is essentially a continuation of the self~
strengthening movement left undone during the latter half of the
19th century. It is an unfinished agenda that is required of every
major nation who faces the challenges of modernity as posed by the
advanced "Christian countries"” of the West.
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Now, while the program of modernization has made some visible
progress during the last 15 years, it has not been a smooth ride,
as evidenced by numerous political detours to the left. Yet since
the 14th CCP Congress, Deng has been determined to prese forward in
the direction of reform and openness. China will, i{n due time,
develop into a capitaliet economy, and the standard of living will
improve, and some will get to enjoy "the good life." But what kind
of good 11fe? It is essentially the secular materialistic good life
of the West, while the majority of the people will continue to
remain in semi-poverty and bitter struggle, especially ip the
countryside and among salary workers.

Economic frustration and political conservatism will continue
because of Chinese traditional backwardnese derived from the
Confucian concept of interpersonal relations, and hence a
relativism in relation to truth. There is very little regard for
law, because laws ars made by man and executed by man. Hence, a

ersonal relation with Eooplo who make the laws and who execute the

aws can circumvent the law, as people are doing today. Thise
Chinese characteristic will not change until a good majority of the
people have come to know Christ and develop a concept of the law
that is rooted in God as the supreme law=-giver, and hence yield
obedience to the law, out of a fesr of the lord.

Hence, while the Chinese quest for national integrity and
freedom from foreign suppression has succesded through revolution,
their quest for overcoming poverty and backwardness le still far
from completion. Leaving Confucian rationality, they jumped into
atheistic Marxist dialoctical materialism, and now, in an effort to
get out of that hole, they are jumping into Western atheistic
materialism. In the process, the Chinese people have been further
deprived of the spiritual thirst of their souls. It is because of
the intensity of this spiritual hunger of some 3000 years duration
that the Chinese people are now more than ever open to the Gospel,
and through these recent decades of suffering Chrietians in China
have experienced the power of the resurrection because of their
identification with the sufferings of Jesus. Through their sharing
and preaching thousands and millions (75) are coming to Christ.

In the next ten years, China will become the largest harvest
field ever in the history of mankind. The next ten years will also
be years when the Chinese people will remain open to the Gospel.
when money and material things begin to take the place of this
hunger, their hearts will likely begin to close to the Gosapel.
Hence, while social eervices will secure a friendly reception
for the messengers of the good news, let us not neglect to give the
hungry people the bread of life. For ultimately, the Chinese three-
fold problem of national integrity, poverty, and backwardness will
not be solved until the majority of the Chinese people have been
evangelized, gathered into strong churches, and Chinese culture and
society Christianized.
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Author! n n mmenty

I aa thankful to each of the three respondents for the vay
they have interacted with ay paper. 1[I regret that Dr. Donald Dale
(despite ay two mailings) did not get his copy of the paper until he was
about to board the plane. However, both he and Dr. Yin-Kann Wen pointed
to factors referred to in my paper which they felt should have been aore
fully treated. Also, both Dr. Jonathan Chao (in a separate
communication) and Dr. Wen pointed out certain inaccuracies in my paper
which would need correction. [ hope that most of these have been
adequately corrected in this final copy.

I want to especially thank Dr. Chao for the vay he examined
and expanded on each of the nine dynasics highlighted in ay paper. In
that process he actually provided the further elaboration which the
other two respondents had called for. Thank you'! Beyond that, however,
Dr. Chao'’s informed and critical re-examination of these dynasics
provides significant insights for all of us who hope one day to interact
and work together beneficially and usefully with the Chinese people.

Dr. Chao revieved these dynamics under three headings: 1)
State and Religion in traditional China; 2) the Confucian social order:
stability and stagnation; and 3) the Chinese quest for msodernization.
Whether wve are to be in service or training prograass, or we say be so-
called professional experts or technical specialists, or investors, or
partners in joint ventures, or whatsver our job descriptions in China
might be, what Dr. Chao here has vritten can help all of us greatly to
understand and relate to what it is that drives the Chinese people and
the Chinese culture today. As he wrote at the beginning of his !
response:

t

It is also necessary that those who vish to help China do so wvith
at least a functional understanding of the inner dynamics of her
own history, be aware of the cosplexities of such dynamics, and be
sensitive to her aspirations and goals.

I pray that this kind of grace and understanding say
characterize each one of us, vhatever our contribution is to be, and in
wvhatever progras we say be invited to share asong the people of China
today.

Ihe o» S you is faithful and he will do it.
--1 Thessalonians S: 24
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DR. EDVARD TORJESEN'S TESTIMONY

US SENATE COMMITTEE ON FINANCE
JUNE 10, 1997

L MY CHINA BACKGROUND (For Committee Information)

1 was born and ruised in China, in the north central province of Shanxi, where my parents
served as missionaries during the 1920s and 30s. In 1937, when T was 13, and as our family
were en route back to China after s home assignment the news came of the Japanese army's
unprovoked attack and agpression into North China. We get off the ship in Horg Kong and got
inlond a¢ far a3 Hankou in Central China. Gradually my father was able to relocate our family
In a s. fe area in South Central China. However, during those transfers [ saw with my own eyes
unforgettable sceaes of the devastation caused even in that Ceatral Yangtze valley as a result of
- Japan's invasion and air attacks. In tiroe my father was able through patient negotiation to get
safe conduct passes from both Nationalist commanders and the Eighth Route Army, enabling
him to get back up to Hequ, his station in northwestern Shanxi, Here he soon found himself
‘busy helping to provide better security for the local people in the insecurity they were facing as

a result of the many military actions in the area.

Two years later my mother was able to join him; however, by then the Japanese
aggression had escalated to air attacks against these remote small towns, and in one of those air
attacks my father's life also was taken

In this changed situation God began calling me back to China—particularly to the
Mougols of Innes Mongtia, who long had weighed hicavily oo my fathos’s beart. Conscqueaily,
in 1948 I was able to return—with my wife and our first son. Three years had then already passed
since VE day and VJ day, and now the Chincse peasant revolution under Mao Zedong was
nearing its climax. Consequently, on the advice of our Chinese friends we did leave Mainland
China for a while. However, that was a step with deep personal pain; for our second son, born i
Lanzhou, Gansu, had suddenly gotten sick and then died within one day at only 3 months of age.
We [eft China therefore with a double grief m our hearts: for our son, as well as for my
father—both buried in China's soil. ’

But I am gtad I can now take you to a new step in our persoral involvement with China.
Ttrough a remarksble set of circumstances in 1988 the doors were opened for my sister and
brother to visit our “home town” of Hequ. They leamed during those two visits that our father’s
name (“Ye Yongqing”, meaning Leaf Eternally Green) was on the county's list of “martyrs for
the peaple”. His grave had long since been leveled; bowever, the town leaders now assured
them, “You come back, and we will set up & memorial for your father.” Then in 1990 during &
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formal meeting in the governor's reception hall we were invited to come back to Shanxd, live
there on a long term basis, and help with the province’s needed social and economic -

development.  On the basis of that invitation the Evergreen Family Friendship Service was
incorporated in California in 1992 as a non-profit public benefit organization. [n 1993 our
“registered office’” was opened in Taiyuan, Shanxi’s capital; and in 1996 we were granted
incorporation in this province as a wholly oweasd foreign enterprise under the name “Shamcd
Evergreen Service”. Stranger than fiction? Yes, maybe; but these developments Fappened
under God’s graco—end in accordance with the laws of both Skanxi and Californial

1i. CHINA CHANGING, YET UNCHANGED (Oral Testimony)

China has gone through some staggering changes over the last fifty years. 1 think, for
instance, of the Agricultural revolution which Mao Zedong engincered. His ship of state did get
stuck on the rocks; however, the peasents of yesterday’s China got transformed into the farmers
of today’s China. 1 think also of the Four Modemizations set forth by Zhou Enlai~now in full
bloom through Deng Xisoping's recent paramount [eadership.

Yes, China has changed. 1t is still changing — every day! And yet, China also is
unchanged--building on cultural dynamics rooted in its 6,000 years of historyl

Here are two paragraphs quoted from my 1993 “China Dynamics” paper (attached
hereto):

China and its people have heen conditioned by factors significantly
impinging them from antiquity 10 the presenL . . . Despite the diversity
and span of this development . . . the Chinese people are still responding
to, and they continue yet today to refine and develop these dynamics that
tave 3¢ distinctively moided thels vuliut sinve autiquity. Their society
possesses a “unified yet self-regulating character.” (Fairbank) —~p. 1

The Chinese society is and has always been a strong aulocracy. Yet, this
autocracy has traditionally distinguished itself by certain significant
*““pockets of autonomy™ on its flanks, which—whether they were openly
acknowledged or not—-have always given China a certain distinctive
diversity. These pockets of autonomy have included the Inner Asian
people groups, the Maritime Chinese, and the several religious
communities in the buildup during the Imperial Period; and later, the
treaty port communities, the Overseas Chinese, and also the various
independent thinkers associated with either of these two communities. All
these groups have served as bridge communities through which new
dynmeshawbemducmﬂyabsorbodmmﬂucmmny The |
Four Modernizations progmn is also a vehicle for such an opportunity
today. ~p.20
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Firm Torjesen (my son) who for the last four years has been Evergreen’s China
Administrator, recently made the following points concemning what he called the Chinese
Jactor: “That g country of this size and history has changed so drasticaily in the last 20 years is
pbenomenal. Many factors in the Chinese culture account for this phenomenon. Any -
understanding of China today must include this Chinesc factor. Key clements in the Chinese
factor are: unity, face and creativity.” He also points out:

The leadership and society consider conformity to be fundamental to
unity. ... Ifthere is a public fight or disgruntied people begin to stop
traffic or business or large masses of people begin Lo gather around a
speaker this would get quick attention from the security bureau. The
name security bureau in Chinese is actually translated “Public Peace
Burean®. They definitely deal with criminal activity but their focus is to
stop anything that would disrupt the unity of the nation.

In public China stands as one. Where China has conflicts, it deals with
them privately until it can present a public unity. . . . All this negotiating
is done behind the scenes until the strongest one stands up and is
supported by all.

I. CONCERNING TODAY"S SENATE FINANCE COMMITTEE AGENDA

You have asked me to0 focus my testimony on the religious issues involved. This would
require both a balanced consideration of the main religious groups within the United States and
China, and also an evaluation of their relationships to the total society in both countries. Your
motion for today’s meeting focuses positively on renewing the normal trade relations with
China, which should be our first consideration. However, should this motion fail, does tha
Conunittee have an adeqisate picire of tke impact such a follure woald be on our two
countries?

1 am aware that some Christians here in America are calling for the revocation of China’s
Most Favored Nation status. However, that position cannot be described as tke Christian
position. These friends seem not to have accepted that MFN is not a “faver”’ which the United
States capriciously grants to its trading partners—that it is the backbone of the US-Chisa
relationship, a relationship which has also been beneficial for the church in China. Moreover, if
the US were to revoks the MFN status from China, the result likely would be the opposite of
what these friends are hoping for. The church could be blamed for undermining the
government’s program of economic reform. Christians in China could be subject to the wrath of
their political leaders as well as of the populace in general should these see their hope fora
better future dashed. Our own work in the country could also suffer, getting curtailed rather than

expanding as now.

It is in the interest also of the church in China that normal trade relations between China
and the United States be retained. [ know of no Chinese Christian who favors revoking MFN.
On the contrary, my fellow believers in China recognize that it is by keeping the door open that
we can work together to create 8 more open China, where Christians can gradually get a greater
and greater role in shaping the future of that great country.

Today 1 encourage you to take that same long-term view, realizing that the seeds of
commitment to the Chinese people and nation which you sow now will bear lasting fruits in
terms of peace and prosperity, not only in China but also for the world at large.



COMMUNICATIONS

STATEMENT OF THE AMERICAN ASSOCIATION OF EXPORTERS AND IMPORTERS (AAEI)

I. AAEI is a national organization comprised of approximatelg 1,000 U.S. member
companies who export, import, distribute and manufacture a broad range of prod-
ucts. We are here today because a large portion of AAEI's membership engages in
U.S.-China trade, the Association strongly supports renewal of China’s MFN status
for the coming year. Renewal would ensure American comdpanies access for another
Kear to the enormous economic opportunities being created as China opens its mar-

et to U.S. and other foreign goods. Failure to renew China’s MFN status would
cause a reduction in the supglﬂ, or an increase in the cost, of basic consumer items
purchased by Americans with limited incomes who rely on basic-necessity consumer
goods from China. Additionally, many component parts that are incorporated in U.S.
manufactured industrial and durable goods (telecommunications, electronics, appli-
ances, fasteners, automotive) are sourced from China. These component parts play
a vital role in keegingl U.S. goods competitive in the world market and in limiting
inflation in the U.S. Finally, many joint ventures now in discussion are contingent
upon the free flow of goods in and out of China.

II. AAEI strongly supports the President’s 1994 decision to de-link human rights
issues from the annual renewal of China’s MFN status. As AAEI testified in the
past, the Association believes that the threat of terminating China’s MFN status is
neither an appropriate tool for addressing human rights concerns nor an effective
one. We urge the members of the Committee on Finance to take a strong stand in
ensuring that human rights issues are kept separate from U.S. trade relations with
China, which is the same stance taken by our trading partners/competitors.

III. As stated, AAEI supports the President’s efforts to focus attention on human
rights concerns in China. However, we do not believe that terminating China’'s MFN
status will contribute to this worthy objective. Specific trade disputes may be re-
solved by utilizing more approg:‘iate narrower remedies. AAEI supports intiatives
by some in Congress to grant China MFN status on a permanent basis.

IV. Terminating or threatening to terminate China’s MFN status would seriously
hinder significant U.S. interests—economic, political and religious. For various rea-
sons, Chinese leaders are likely to retaliate, tparticularly against U.S. exports and
investments. More importantly, revocation of China’s MFN status would weaken
those in China most sympathetic to our political objectives and put at risk the eco-
nomic and political development occurring in China. Experience in Taiwan, South
Korea and elsewhere suggests that this development will pave the way, over time,
for the political and economic liberalization we seek.

V. In purely economic terms, elimination of MFN would have the following delete-
rious effects on the U.S.:

A. The jobs of thousands of U.S. workers producing goods and providing services
for export to China would be threatened. U.S. exports last year approximated
$14.4 billion, supporting over 200,000 U.S. jobs.

B. American businesses relying on Chinese imports for their livelihood would

" be harmed. Tariffs, which currently average $%-5% of product value, would

skyrocket to as higil as 110% in some cases. This would impose billions of dol-
lars in additional costs on U.S. consumers, cause severe dislocations for U.S. im-
gorters and retailers, and cost countless American large-, medium- and small-
usiness workers their jobs. - :
C. Over the longer term, U.S. business opportunities in China, which are at a
critical juncture in China’s development, could be significantly reduced, with se-
rious implications for U.S. competitiveness in China. Current U.S. investments
in China are well into the billions with an additional $26 billion planned. The
World Bank has calculated that China will require nearly $750 billion in new
infrastructure over the next decade, including aircraft, power generation, tele-
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communications, computers, and other high-skill, high-wage technologies that

must be supplied overseas,

. China’s accession to the World Trade Organization (WTO) under commercially
acceptable terms will open markets for U.S. goods and services, assure market-ori-
ented economic reforms, and subject China to the rules and disciplines of the global
trading system. This is the United States’ strongest opportunity to get China to
commit to central WTO principles, including national treatment, non-discrimination,
reciprocal market access, transparemx, protection of intellectual property rights
(IPR), binding dispute settlement, trading rights, judicial review, uniform applica-
tion of laws, and adherence to state-trading subsidy programs. Once a membcr of
the WTO, China will be subject to the force and scrutiny of the global trade comin-1-
nity as o posed to the U.S. acting alone. Acceptance of the reforms needed for Chi-
na's tW’I‘(g membership will ultimately have liberalizing effects on the entire Chinese
society.

VII. In sum, AAEI strong]y supports renewal of China’s MFN status after suly
of 1997. Terminating China’s MFN status is neither good trade policy nor good for-
eiT policy. MFN status for China is the best glrescription for achieving both our
80 itical and economic objectives. In keeping with these objectives, AAEI urges the

ommittee on Finance to seriously explore a long-term or permanent renewal of
China’s MFN status which recognizes a de-linkage of human rights concerns from
MFN. A more stable, dependable trade relationshxﬁ will encourage China to further
open its markets to U.S. goods and services, with associated benefits to the U.S.
economy and our international competitiveness. At the same time, China’s con-
sequent economic development will help foster political and economic reform.

INTRODUCTION AND BACKGROUND

The American Association of Exporters and Importers (AAEI) is a national organi-
zation, comprised of approximately 1,000 U.S. company-members who export, im-
port, distribute and manufacture a complete spectrum of products, including chemi-
cals, electronics, machinery, automobiles/parts, household consumer goods, footwear,
food, toys, s%:acialty items, textiles and apparel. Members also include firms and
companies which serve the international trade community, such as customs brokers,
freight forwarders, banks, attorneys, insurance firms and carriers. Many of AAED’s
member firms and companies have or are considering investment in China. U.S.
businesses in these areas of international trade will benefit, either directly or indi-
rectly, from a decision to extend Most-Favored-Nation (MFN) status for China be-
yond July of 1997. A substantial number of AAEI exporters and importers are cur-
rently engaged in direct trade with China, with many AAEI retailer members
sourcing as much as 30%-40% of imports from China. Overall, more than one-half
of AAEI's membership is involved in trade with China in some capacity. Considering
the importance of continued China MFN for U.S. industry, including AAEI's mem-
bers, we urge the Administration and Congress to revamp U.S. policy in an effort
to avoid the annual MFN debate. To this end, AAEI supports President Clinton’s
1994 decision to de-link human rights concerns from MFN consideration and urges
serious exploration of long-term or permanent renewal of China’s MFN status.

U.S.-China trade and investment has grown tremendously in volume and com-
plexity since the U.S. first accorded China MFN status. Total trade has more than
tripled since 1981 and nearly doubled since 1990. Total cumulative U.S. investment
in China is rapidly increasing, and China is one of our fastest growing export mar-
kets, purchasing an estimate $14.4 billion in U.S. goods and services last {Sar.

MFN status is the cornerstone of normal commercial trading relationships with
countries worldwide, including China, and is a key aspect of the bilateral trade
agreement with China negotiated in 1979. The term “most-favored-nation” is a mis-
nomer, suggesting some sort of privileged trading relationship. In fact, we grant
most of the world’s nations MFN status, which merely entitles a U.S. trading part-
ner to the standard tariff rates available to other trading ;iartners in good standing.
The U.S., like most other countries, maintains two complete tariff schedules—one
set of standard rates for MFN countries, and a second set of often prohibitive rates
for non-MFN countries. The tariff differential between these rate schedules gen-
erally ranges from 10% to 50%, and can be as high as 100% or more for some prod-
ucts, so that the loss of MFN status can effectively price a country’s exports to the
U.S. out of the market. The additional cost associated with denying MFN status
would be paid for by U.S. companies and consumers.

AAEI SUPPORTS UNCONDITIONAL MFN RENEWAL

AAEI strongly supports the President’s 1994 -decision to de-link human rights
issues from the annual renewal of China’s MFN status. As we testified in previous
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years, we believe that the threat of terminating China’s MFN status is neither an
appropriate nor effective tool for addressing human rights concerns. We urge the
members of the Finance Committee to take a strong stand in ensuring that human
nihts issues are kept separate from U.S. trade relations with China, as all of our
other trading partne s/competitors do. '

The Chinese market is already the world’s third largest, according to an Inter-
national Mone Fund (IMF) study, and has continued to grow at an annual rate
of more than 10%. This market is simply too important to our future international
competitiveness and to the battle against inflation in the U.S. to ignore or to jeop-
ardize through an unstable trading relatioaship. As President Clinton has recog-
nized, MFN is the essential cornerstone for a long-term, stable bilateral relationship
with China in both the economic and foreign policy realms. Any annual review proc-
ess introduces uncertainty, weakening the ability of U.S. traders and investors to
make long run plans, and saddles U.S/China trade and investment with a risk fac-
tor cost not faced by our international competitors.

_AAEI members agree that human rights issues warrant our attention and further
bilateral negotiations between the U.S. and China. However, the Association does
not believe that the threat of terminating MFN is an appro%iate or constructive
tool for Eursmng this important 1J.S. foreign policy objective. History suggests that
despite China’s strong interest in trade with the U.S., efforts to impose our will on
the Chinese government through a series of public demands will prove to be coun- .
Eerproductive. MFN is the foundation on which the U.S. bilateral relationship with

hina rests.

Terminating MFN for China would not simply result in higher tariff rates for
some imported goods; it would sever the basic economic—and, consequently, geo-
%olitical—relationship between the two countries. It would also strengthen those in

hina who desire to see the People’s Republic turn inward again, away from ideo-
logically threatening capitalist influences, and would weaken those liberalizing
forces that we seek to encourage. This would be particularly unfortunate while the
leadership situation in China remains unsettled.

CHINA’S POST-JUNE MFN STATUS SHOULD BE RENEWED

AAEI supports the President’s human rights objectives. For reasons noted above,
we do nof believe that the unilateral threat to eliminate MFN—and the uncertainty
associated with annual MFN debates—furthers either U.S. foreign policy or trade
objectives. As an association of companies ex:igaged in trade with China, the balance
of our comments will focus on the trade and economic aspects of the debate. This,
however, should not in any way be construed to suggest any lesser interest in the
successful resolution of U.S. human rights concerns in China.

China has made some good faith efforts to respond to U.S. market-opening initia-
tives. Among important developments, China has agreed to remove high tariffs on
hundreds of U.S. imports, increase transparency with regard to its trade operations
and move towards currency convertibility.

There are a number of other reasons for supporting the continuation of MFN
treatment for China. Trade with China must be kept open to maintain benefits to
U.S. industry of a bilateral economic relationship with China. Failure to renew
MFN would threaten the jobs of thousands of U.S. workers producing goods for ex-
port to China and would harm American businesses relying on Chinese imports for
their livelihood. Tariffs, which are at an average 4%-5%, would skyrocket to as high
as 110% in some cases, increasing costs to American consumers g billions of dol-.
lars. In many cases, this increased cost would be inflationary and fall most heavily
on those Americans least able to bear the burden.

AN MFN CUT-OFF WOULD HARM U.S. IMPORTERS

The loss of China’s MFN status would also have both immediate and long-term
consequences for AAEI members and the entire importing community. In the short-
term, they would incur significant losses on merchandise already contracted for sale

" at a specific price, but not yet delivered. Payment for these orders are often guaran-
teed by irrevocable letters of credit. If duty rates increased from Column 1 to Col-
umn 2 levels before Customs clearance, these companies would be required to ab-
sorb the increases or pass them on to American consumers. American companies
and American consumers, not Chinese, are harmed by increasing duty rates for mer-
chandise which was previously ordered. N

Over the longer term, the cost of delays, lost time, and unavailability of alter-
native supply could be even more damaging to businesses than duty increases.
Many consumer products imported from China are not available in the U.S., and
alternative sources of supply overseas would likely be much more costly than Chi-
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nese goods, of lesser %ua!ity, or unavailable altogether. The difficulties and uncer-
tainties of trade with China have already pushed U.S. importers to search for alter-
native sources of supply. With the long lead times necessary for orders in many in-
dustries, some companies could easily lose a whole season, or even a whole year.
This could cause major economic hardship. Companies would be forced to raise
prices on goods, with consumers bearing the ultimate burden. In most cases, U.S.
producers would not benefit from a cut in supply of Chinese products. Yet, a reduc-
tion in supply of these basic consumer items would cause considerable hardship to
Americans with limited or fixed incomes who l;‘mrchz 3e basic-necessity consumer
goods imported into the U.S. from China. With the growing threat of a higher infla-
tion rate, this a poor time to increase the U.S. cost of living.

_MFN withdrawal from China would produce devastating inflationary repercus-
sions, potentially crippling the U.S. retailing industry. There is no country on earth
that could easily replace the vast quantities of low price consumer and industrial
products, currentlg sourced from China. Sudden inflation, caused by MFN with-
drawal, would lead to skyrocketing interest rates and consequently undermine eco-
nomic assumptions made in the Budget Reconciliation Bill before Congress. U.S.
economic growth would, in turn, come to a standstill and the stock market would
react with loss in equity values. .

Termination of China’s MFN status could also make it difficult for U.S. companies
to obtain products which are not easily accessible from other countries. In the case
of textiles and apparel, U.S. quotas limit the amount of merchandise which can be
imported from foreign countries. Thus, even countries which might have the ability
to provide a somewhat competitive supply of a particular product may be unable to
do so because they have filled their “quota” for the year. Furthermore, when quota
is in short supply, as it most certainly would be if China MFN status were termi-
nated, U.S. importers would pay a premium for quota itself, and provoke quota calls
based on surges from countries not under quota.

AN MFN CUT-OFF WOULD ALSO HARM U.S. EXPORTERS

Failure to renew China’s MFN status would harm U.S. exporters as well as im-
porters. China represents a significant, and very promising, market for U.S. exports,
with approximately $14.4 billion worth of American goods purchased by the Chinese
last year. The Department of Commerce estimates the value of U.S.-China trade
and investments will be $600 billion in the next five to seven years. Historically,
China has been quick to retaliate against foreign countries perceived as interfering
with domestic issues. It would not be surprising for China to withdraw MFN for
American goods and services and to limit U.S. investment and government procure-
ment opportunities in response to elimination of MFN for Chinese goods. In fact,
in 1987 during negotiation of a bilateral textile agreement with the U.S., China
threatened to find another supplier for the nearlg $500 million worth of annual U.S.
agri‘;:ultural exports to China. More recently, U.S. aircraft exports have been threat-
ened.

Unilateral U.S. action against China would cause a severe blow to U.S. exports
to China. In addition to a possible loss of $14.4 billion in U.S. exports, loss of the
Chinese market would have a siin.iﬁcant impact on some of our most competitive
industries——agriculture, aircraft, heavy equipment, machinery, telecommunications

+ and chemicals. And, with our Western allies keeping the door open for many of their

goods to China, the hard-won U.S. market share could disappear overnight, result-
ing in lost jobs in the export sector of the U.S. economy and an increase in the trade
deficit. It would be truly ironic if the net result of the last few year’s hard-won Chi-
nese market opening commitments expanded business for European and Japanese
competitors because U.S. companies are effectively excluded from the market by a
U.S. -China breakdown.

Beyond the immediate loss of business in China and Hong Kong, an MFN cut-
off would significantly jeopardize long-term U.S. commercial interests in the region.
A Sino-American trade war would deprive U.S. companies of important business re-
lationships and opportunities at a critical time in the growth of the Chinese econ-

omy.

ghina's economy has grown rapidly in recent years, at an average annual rate ap-
proaching 10%, and is poised for major expansion over the next decade. According
to an study, China’s economy is now the world’s third largest. Some predict
it will be the largest economy in the world by the year 2010, or the year 2020 at
the latest. U.S. companies have established a major presence in China, providing
an ideal foundation for future expansion. A trade breach would threaten foun-
dation. It would also provide U.S. competitors in Asia and Europe with a major ad-
vantage.

P
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MFN TRADE SANCTIONS WOULD BE COUNTERPRODUCTIVE

Unilateral trade sanctions imposed for foreign policy purposes have a very poor
history of effectiveness. They serve mainly as symbolic gestures, often at great ex-
pense to U.S. economic interests, U.S. exports and foreign market share, and con-
sumer prices. .

Elimination of China MFN, and the resulting withdrawal of U.S. business from
China, would decrease Chinese exposure to Western values and free market ideas
which have clearly plag:d a part in China’s move toward trade liberalization and
a market economy. Liberalized, market-oriented sectors, such as those in South
China, would be the first to be injured or even shut down if MFN were withdrawn,
and Chinese authorities would direct business back to state-owned enterprises. Ter-
minating MFN would merely enable Chinese authorities to blame the U.S. govern-
ment for its current domestic economic problems, further strengthening hard-line,
anti-Western elements in the government.

Furthermore, sanctions run counter to other U.S. foreign policy interests, includ-
ing the stability of the Hong Kong econom‘y and the future of the Hong Kong people.
Hong Kong accounts for two-thirds of all foreign investment in China and one-third
of China’s foreign exchange, and is the port of entry and exit for much of the world'’s
trade with China, especially that of the United States. Because of the unique com-
bination of communications, financial and technical support, established and reli-
able legal system, and common language available in Hong Kong, more than 900
American companies have established a significant presence there, and of these, ap-
proximately 200 have chosen Hong Kong as their base for business operations
throughout the region.

The damage to Hong Kong resulting from an MFN cut-off would seriously jeopard-
ize Hong Kong’s continued ability to serve this important role for American compa-
nies as entrepot and investment “gateway” for China and the region. According to
Hong Kong Government estimates, if the U.S. denied MFN for China, Hong Kong
could suffer a reduction by 32% to 45% (or $9.4 billion to $13.3 billion) worth of re-
experts from China to the U.S. Together with other related trade flows, there might
be a reduction of 6% to 8% (or $22.5 billion to $31.8 billion) worth of Hong Kong’s
overall trade, a loss of approximately $3.1 billion to $4.3 billion in income and ﬁf-
proximately 61,000 to 86,000 jobs as a direct impact.-Damage to Hong Kong would
also have counterproductive effects on political and economic reform in €hina. Hong
Kong is South China’s most important source of external investment, with Hong
Kong companies providing employment to three million people in Guongdong Prov-
ince alone. The impact of MFN removal would be felt disproportionately there,
weakening the very forces of liberalization key to future economic and political

rogress in China, and Hong Kong’s security and well-being. The people of Hong
?(ong would be put at risk should Hong Kong, as it now functions, become less valu-
able to China.

Finally, the U.S. should not unilaterally act without the support of our major
trading partners. Unless multilaterally imaﬂosed, sanctions are certain to be unsuc-
cessful and the U.S. could run the risk of alienating its allies.

THE U.S. SHOULD SUPPORT CHINA'S ADMISSION TO THE WTO

China’s accession to the World Trade Organization (WTO) under commercially ac-
ceptable terms will open markets for U.S. goods and services, assure market-ori-
ented economic reforms, and subject China to the rules and disciplines of the global
trading system. This is the United States’ strongest opportunity to get China to
commit to central WTO principles, including national treatment, non-discrimination,
reciprocal market access, transparency, protection of intellectual property rif'hts
(IPI?), binding dispute settlement, trading rights, judicial review, uniform applica-
tion of laws, and adherence to state-trading subsidy programs. Once a member of
the WTO, China will be subject to the force and scrutiny of the global trade commu-
nity as opposed to the U.S. acting alone. .

In order to effectively secure the full benefits of China’s market-opening commit- -
ments, the U.S. must extend “permanent MFN.” The WTO’s “unconditional MFN”
clause, set forth in GATT Article I, requires all members to provide unconditional
MFN to every other member. If the U.S. continues to “condition” China’s MFN sta-
tus on annual reviews, China would have the legal right, under WTO, to withhold
the full benefits of the agreement. .

We support the role of Congress in consulting on the terms on any WTO accession
protocol. However, we oppose new legislation that would require Congress to for-
mally ratify China’s accession and add new statutory pre-conditions. 8 invites
camouflaged projectionist measures.
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For over two decades, U.S.-China commercial relations have been defined by the
J_ackspn-Vanik Amendment to the Trade Act of 1974, which is an outdated provi-
sion, implemented during Cold War conditions. By law, Jackson-Vanik relegates the
U.S. to a second-class commercial relationship with China. The U.S. stands alone
in this Nfaolx'cy. All other major exporting nations grant China permanent, uncondi-
tional MFN. The U.S. restrictive policy only serves to isolate U.S. companies, work-
ers and farmers in the Chinese marketplace. Jacksen-Vanik is a constant cloud of
uncertainty over the entire U.S.-China relationship, driving Chinese purchasers to
:gur:ﬁt:‘rom their more reliable European, Japanese, Canadian or Australian coun-

rparts.

CONCLUSION

AAEI strongly supports renewal of MFN for China for another year. As stated,
AAEI supports the sident’s 1994 decision to de-link human rights issues from
the annual renewal of China’s MFN status. Although we recognize the importence
of focusing attention on human rights concerns in China, we do not believe that ter-
minating China’'s MFN status will contribute to this worthy objective. We urge
members of the Committee to take a strong stand to ensure that human rights
issues are kept separate from U.S. trade relations with China, as is the case with
almost all of our other trading partners.

AAEI supports initiatives by the Administration and Congress to grant China
MFN status on a permanent basis and urges serious consideration of a revision of
the Jacksor.-Vanik Amendment toward this aim. A revision of Jackson-Vanik does
not require a revision of U.S. human rights objectives in China. AAE] su%ports
those human rights objectives. AAEI believes that President Clinton correctly deter-
mined that those objectives should not be limited to trade issues between the United
States and China. The U.S. human rights objectives can, ard should, be attained
without terminating China’s MFN status. Terminating China’s MFN status could
only harm U.S. trade and foreign policy interests, and ultimately, the progressive
forces in China on which future grogress will depend.

The American Association of Exporters and Importers wishes to thank the Com-
mittee on Finance for this opportunity to present the views of our membership on
this important issue.

STATEMENT OF THE BUSINESS ROUNDTABLE ON CHINA
INTRODUCTION

The Business Roundtable is an association of more than 200 chief executive offi-
cers of leading U.S. corporations, employing over 10 million people. The CEOs exam-
ine public policy issues that affect the economy and develop positions which seek
to reflect sound economic and social principles. The Roundtable includes companies
representing virtually every sector of the economy, including automotive, tele-
comnmunications, computers, semiconductors, transportation, consumer products, fi-
nancial services, and many others. The Business Roundtable appreciates this oppor-
tunity to submit this statement about U.S. trade policy toward China.

The primary point The Business Roundtable wants is that, in light of China’s vast
importance as an emerging world power, it is critical that the United States builds
a stable and constructive bilateral relationship to help ensure that China becomes
a force for stability and prosperity, both regionally and globally. To build such a re-
lationship, the United States must retain normal trade treatment for China.

CHINA IS CRITICAL TO A WIDE RANGE OF U.S. INTERESTS.

Economically, the importance of China—the world’s biggest potential market—is
clear. In order to ensure a prosperous future for this and future generations of
American workers, we must compete and win in the global economy. China is a
large and growing part of that economy.

ere are now 1.2 billion Chinese, and this population is growing at a rate of
abeut 1 percent a year. While not all of China's people can yet afford U.S. goods
and services, an increasing number of Chinese, especially entrepreneurs and the
growing middle class in Southern China, can.

China is rapidly growing and industrialjzing. For the past decade, its economy has
grown at a rate of nearly 10 percent a year, and its per capita GDP has tripled since
1980. According to the International Monetary Fund (IMF), China is already the
world’s third-largest economy and, within two decades, may be the world’s largest
‘economy. As part of this rapid growth, the World Bank estimates that China will
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have $750 billion in infrastructure needs over the next decade, requiring it to import
s and services in such areas as aircraft, power generation, telecommunications,
computers, and construction. The United States is highly competitive in these high-
wzge, high-gkill sectors. We simgly cannot write off this incredible market.
ut we don’t need to look to the future to see the China’s importance to U.S. com-
panies and their workers. China has been the fastest-growing market for U.S. ex-
rts this decade. In the past ten years, U.S. exports of goods and services to China
ve grown from $3.5 billion to over $14 billion in 1996. U.3. exports to China al-
ready support over 170,000 high-wage, high-skill U.S. jobs, as well as tens of thou-
sands of U.S. jobs at U.S. consumer goods companies, retail establishments, ports,
and transportation and shipping companies. China is now the world’s sixth-largest
export market for American agriculture. It will be the most important growth mar-
ket for American farmers in the future—China is projected to account for 37% of
future growth in our farm exports.

We must also consider the wider Asia-Pacific reﬂ'on to fully appreciate China’s
importance. U.S. trade with this region is vital to U.S. export growth and job cre-
ation. Asian economies are boominy, becoming major players in the global economy
and major markets for U.S. goods and services. This ?mwth results in rising in-
comes, growth of the middle class, and strong demand for sophisticated technology,
infrastructure, food, and capital and consumer goods. U.S. trade with Asia already
is 50 percent higher than our trade with Europe and is growing faster than our
trade with either Europe or Latin America. This trade supports over 3.1 million U.S.
jobs. China is a huge engine for growth in this reﬂgion and a key player in the re-
gional economy. Our policy towards China must reflect this reality.

China is not only important to our nation’s economic interests; it is also a key
factor for a wide range of U.S. foreign policy and national security interests. China
is a nuclear and military power, a permanent member of the United Nations Secu-
rity Council, and a key power in the Asia-Pacific region. China’s cooperation is nec-
essary on a broad range of vital issues, including stemming proliferation of weapons
of mass destruction, enhancing regional security and stability, fighting drug tratfick-
ing, managing the North Korean situation, and protecting the international environ-
ment. Conseqluently, U.S. policy should be grounded on assuring that China is a
force for stability, not disruption, in the region and the world.

A POLICY OF ENGAGEMENT IS THE ONLY WAY TO BUILD CONSTRUCTIVE BILATERAL
RELATIONS AND MEET U.S. POLICY GOALS RELATED TO CHINA.

Since President Nixon normalized relations with China in 1973, every U.S. Presi-
dent—Republican and Democrat alike—has followed a policy of engagement with
China, recognizing that a constructive bilateral relationship fostered by engagement
is the only way to make progress on a broad range of issues. While China still has
far to go, the U.S. policy of engagement with China—on both the economic and polit-
ical fronts—has been a key element in the progress China has already made in the
past two decades.

Most significantly, as part of its opening to the outside world, encouraged by poli-
cies of engagement by the United States and other countries, China has made
sweeping market-oriented reforms to its economy. In 1978, Deng Xiaoping ended
central control over most sectors of the Chinese economy. Since then, China has un-
dergone a historic transformation, with explosive economic growth, rising personal
prosperity, reduced poverty, and increased access to the outside world. These
changes have fundamentally chanied the lives of the Chinese people as well as their
relationship to their employers, the Communist Party, and the government. Most
significantly, economic reform has fostered the development of a middle class and
a civil society that, in the future, will be able to press for changes in China.

With respect to human rights, recent reforms, promoted by engagement with the
outside world, have made noticeable differences for the Chinese people, including:

o Increased village-level democracy. Over 200 million Chinese pearants have par-
ticipated in vﬂlga ge-level elections, and in some provinces, 40 percent of winning
candidates do not belong to the Communist Party.

e Enhanced rule of law. The Chinese Government has been introducing legal re-
forms, including restricting arbitrary detention without trial and guaranteeing
access to counsel in criminal proceedings. Nearly 30,000 administrative lawsuits
are filed annually challenging abuses of state power; about one-fifth result in
the government's decision being struck down or modified. These changes are in
response to intense pressure to address corruption and to provide a stable insti-
tutional foundation for economic reform.

o Better access to outside information. Millions of ordi Chinese have access
to Hong Kong television programs, foreign magazines and newspapers, satellite
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dishes, the internet, and fax machines. This provides people with exposure to
Western culture, ideas, and perspectives.

e Expanded civil society. Chinese are losing faith in Communism and turning to
other organizations that function outside the government and party. For exam-
ple, about 70 million Chinese now belong to underground churches.

. We should also recognize that isolation, rather than engagement, fosters human
nghts abuses. The human rights situation in China was the worst in the 1950s and
1960s, when China was cut off from the world. Tens of millions died of famine dur-
ing the “Great Leap Forward.” The Cultural Revolution was characterized by state-
sanctioned human rights abuses, show trials, gurges, and summary executions.
While it has a long way to go, China has changed profoundly for the better because
of exposure to the outside world.

Engagement has also encouraged Eroi;'ess ona rarﬁe of U.S. security and foreign
policy concerns. China has joined the Nuclear Non-Proliferation Treaty, agreed to
apply the Missile Technology Control Regime, joined a permanent nuclear testing
ban, and cooperated with the United States in dealing with Iraq and North Korea.
In the 1980s, China helped contain Soviet expansionism in Afghanistan and helped
bring about a peace accord in Cambodia. Engagement with China is also the founda-
tion for bilateral cooperation in ensuring regional stability, protecting the global en-
vironment, controlling illegal drug flows, and fighting transborder crime.

ECONOMIC ENGAGEMENT WITH CHINA PROMOTES HUMAN RIGHTS AND FREE MARKET
REFORMS IN CHINA,

Trade and investment between the United States and China help support free
market reforms in China, which are making significant changes in Chinese society
by raising living standards, expanding economic freedom and access to information,
and reducing state control over the lives of individual Chinese. .

U.S. companies operating in China contribute to increased economic freedom and
expanded economic choices for the Chinese people. They provide an important em-
ployment alternative to jobs in state-owned and controlled businesses. They enjoy
a good reputation for promoting local managers, treating their employees with re-
spect, paying higher wages, and providing better working conditions. They increase
contacts between people and excﬁanges of ideas. They also reinforce the trend to-
ward the rule of law by demanding greater transparency of laws and regulations
and improved legal and judicial methods of enforcement.

Chinese entrepreneurs and the Chinese employees of U.S. companies are among
the most promising sources of economic, political, and social reform in China. These
are the people who benefit the most from our economic engagement, and would be
hurt the most if our engagement ended.

The world abounds with examples of countries where open trade, market-oriented
economic reforms, and vibrant economic growth led, over time, to democracy. Prime
examples are Taiwan, South Korea, Chile, the Philippines, the Czech Republic,
Hungary, and Poland. A policy of engagement is the best way to help China along
the same road. On the other hand, cutting off U.S. economic engagement with China
would deal a devastating blow to progress in China toward frezdom, democracy, and
respect for human rights.

MAINTAINING A NORMAL TRADE RELATIONSHIP WITH CHINA—BY EXTENDING MFN WITH-
OUT CONDITIONS FOR A FULL YEAR—IS A CRITICAL PART OF MAINTAINING A POLICY
OF ENGAGEMENT.

Some still have a misconception about the meaning of MFN, or deliberately mis-
represent it as preferential treatment. In fact, it is the op&osite. MFN is the normal
trading relationship, not a special privilege or favor. The United States denies MFN
as a matter of policy to only five countries—Vietnam, Cuba, North Korea, Laos, Ser-
bia, and Afghanistan. In fact, MFN status does not confer the lowest tariffs the
United States has to offer. We impose zero tariffs to countries under reciprocal free
trade agreements, as well as to certain products from some developing countries.
Thus, maintaining MFN for China merely treats it the same as, or even less favor-
ably than, nearly all other countries in the world.

Revoking MFN would snap U.S. tariffs on Chinese goods back to Smoot-Hawley
levels—the extremely high, prohibitive, protectionist tariffs that are blamed as a
major cause of the Great Depression of the 1930s. These tariffs average over 50 per-
cent; normal U.S, tariffs average under 5 percent. Revoking MFN would thus basi-
cally cut off Chinese exports to the United States. We would certainly expect the
Chinese Government to respond in kind, cutting off our exports and taking action
against U.S. comifxx;zies that are operating in China, trying to gain some market
share there. Revoking MFN would thus essentially sever our bilateral economic re-



126

lationship and end economic engagement. But the damage would irrevocably spill
over into other areas, ending political engagement as well, perhaps irrevocably. ’Fhe
United States should be using carefully focused and targeted tools in dealing with
such an important bilateral relationship. MFN revocation is the polar opposite—it
is about as blunt a tool as you can imagine, one that will wreak a huge swath of
damage in our bilateral relations as a whole.

Revoking MFN, and the co uent loss of engagement, would cause the United
States to lose its influence over China. In an attempt to isolate China, the United
States would in reality be isolating itself by reducing its ability to build mutual un-
derstanding and nurture progress in China, eliminating a major force for change in
China. We must recognize that the United States is the only country whose govern-
ment and private sector are committed to being a force for change in China. Other
countries are focused almost entirely on economic benefits in their relations with
China and are poised to fill U.S. exporters’ place in the Chinese markat every time
U.S. policy provides an opening.

In addition, attemptinﬁ to isolate China would also play into the hand of the Chi-
nese leadershiﬁ,l especially the hard-liners. There is strong 1E‘mblic support in China
for the leadership’s resistance to being “pushed around” by the United States.

Given the recent anti-MFN position taken by some religious organizations in this
country, it's important to note that China’s rehii;_)‘us community, recognizing the im-
portance of engagement, sugports MFN. The Christian Voice, which represents con-
servative evangelicals and does outreach in China, has stated that: “[O]ne will find
strong pro-MFN sentiment among China’s religious community, notwithstanding
their persecution by the Chinese authorities. They recognize that havling] an open
trade door to the West—along with its concomitant transmission of political, reli-
gious, economic, and social values—provides the best hope of transforming China
over the long haul.” The China Service Coordinating Office, which leads U.S. evan-
gelical work in China, states: “{la] public Christian stance against MFN status for
China is not in the interest of the church in China, and will serious(ly] hamper the
efforts of Christians from outside China who have spent years seeking to establish
an effective Christian witness among the Chinese people.”

ENGAGEMENT WITH CHINA IS THE ONLY'EFFECTIVE WAY TO ADDRESS THE U.S. TRADE
DEFICIT.

Concern has been expressed over the U.S. trade deficit with China. China must
take decisive actions to liberalize its trade and investment rules, privatize or close
uncompetitive state-owned enterprises, build on its market-oriented reforms, and re-
spect the rule of law. These actions are in our interest as well as China’s. U.S, en-
gagement, on a bilateral and multilateral basis, will enable us to encourage China
to take the steps needed to allow U.S. companies and their workers to compete fair-
ly in the Chinese market. Of course, WI'O membership for China on commercially
acceptable terms is part of this strategy.

On the other hand, if the United States revokes China’s MFN status, China would
almost certainly retaliate against U.S. companies and exports, threatening billions
of dollars of U.S. exports as well as investments made by U.S. comPanies to help
them compete in the Chinese market. U.S. companies and their workers would be
closed off from one of our fastest-growing markets, jeopardizing the more than
170,000 U.S. jobs that already depend on trade with China, as well as the future
U.S. jobs that would be created by expanding trade with China. MFN revocation
would also strongly threaten the progress we've made in bilateral agreements on
textiles, agriculture, and intellectual property.

Eliminating unilateral U.S. sanctions on China will also help increase our exports
and decrease the trade deficit. Currently, our trade promotion agencies are forbid-
den from facilitating U.S. sales to China. This puts U.S. companies and their work-
ers at a severe disadvantage in competing against companies form other countries,
whose governments do not impose such restrictions. We also hurt our exporters, es-

ecially in high-technology sectors, by imposing more stringent export control on
5hina than our competitors do. Unilateral sanctions and the threat of new sanctions
also cause the Chinese to view U.S. companies as potentially unreliable suppliers.

CONTINUED U.S. ENGAGEMENT WITH CHINA IS THE BEST WAY TO ENSURE THE FUTURE
OF HONG KONG AND TAIWAN.

Breaking our engagement with China by revoking or conditionirlxé China’s MFN
status would hurt, not help, Hong Kong and Taiwan. Revoking MFN would destroy
business confidence in Hong Kong, whose prosperity is built on trade with China
and its role as an Asian commercial and financial center. The result would be dev-
astating for Hong Kong’s economy. Hong Kong handles somewhere between 50 and
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70 (Egrcent of trade between the United States and China, so it is very vulnerable
to disruption of our economic relationship with China. Hong Kong’s current govern-
?:nt estimates that MFN revocation would have the following effects on Hong

ng:

. geﬂ«}l}lce) re-exports from China to the United States by 35 to 45% ($9.4 to 13.3

on);

» glash overall trade by 6 to 8%;

s cut income by $3.1 to 4.4 billion;

e eliminate 61,000 to 86,000 jobs; and

e cut the GDP growth rate by 2.0 to 2.8 percentage points.

Those in Hong Kong who are most identified with the causes of freedom and
human rights and who have been in open conflict with the Chinese Government
over these issues advocate that we continue China’s MFN status for Hong Kong’s
sake. Martin Lee, head of Hong Kong’s Democratic Party, recently stated that if
MFN were revoked, “Hong Kong would be hurt first and badly so.” Governor Patten,
wh& has _cl}nlampioned Hong Kong’s civil liberties, recently stated in a letter to Speak-
er Gingrich:

[I)mposing conditions or time-limits on the renewal of China’s MFN trading sta-
tus, particularly conditions which were either directly or implicitly linked to de-
velopx?iaix}ts in Hong Kong, would jeopardize rather than reinforce Hong Kong’s
way of life.

For the people of Hong Kon%there is no comfort in the proposition that if China
reduces their freedoms the United States will take away their jobs. This is one
issue on which there is complete unanimity in Hong Kong, across the commu-
nity. . . I therefore urge you . . . not to allow Hong Kong to become a hostage
in this debate. Unconditional renewal of MFN is the most valuable gift that
Am:riﬁ;m has within its power to deliver to Hong Kong at this critical moment
in its history.

Hong Kong’s transition to Chinese soverei%uty will be a long-term process, which
will have its ups and downs. As Governor Patten emphasized last year, the best
thing the United States can do is “stay interested,” speak out on Hong Kong’s be-
half, and continue to treat Hong Kong on its merits—not impose new conditions on
MFN. Moreover, China will hopefully recognize that it has a strong interest in con-
tinuing to respect Hong Kong’'s system. Hong Kong’s experience and vibrant econ-
omy are crucial to China’s modernization drive. Moreover, there is already a huge
amount of investment between Hong Kong and China. Hong Kong companies ac-
count for over half of all outside investment in China; Chinese concerns have in-
vested over $60 billion in Hong Kong.

Similarly, Taiwan’s economy and security would be damaged by U.S.-China con-
flict. Taiwanese companies have invested over $25 billion in China. Conflict could
destabilize the Taiwan Straits and threaten regional security. As Jeffrey Koo, Chair
of Taiwan’s Chinese National Association of Industry and Commerce, and a promi-
nent advisor to the Taiwanese Government, stated last year:

No country has a larger interest than Taiwan in seeing prosperity take hold on
the mainland. For prosperity will help push mainland China into becoming a
responsible member of the international community . . . MFN is a useful tool
in steering the PRC on the path to prosperity and eventually, democracy.

For these reasons, Congress should not adopt leﬁ'islation that would disrupt U.S.-
China relations, such as Hong Kong or Taiwan related conditions or MFN renewal
for less than a full year. Such action, despite the motivation of helping Hong Kong
or Taiwan, would be entirely counterproductive.

- CONCLUSION

Our nation's interests—on the economic, political, and security fronts—are best
served by an open, prosperous, secure, and stable China. Qur policies toward
China—whether we engage China or attempt to isolate it—will play a keg role in
determining whether China is integrated as a responsible member of the inter-
national community, cbservin%> international norms and standards, or whether it be-
comes isolated and unpredictable.

Of course, engagement is not an end unto itself. It is the avenue for cooperation
with China on matters of mutual concern, and for discussion and hopefully resolu-
tion of issues on which we disagree. To the extent that the current form of engage-
ment has not been working, it should be re-evaluated and adjusted as necessary.
For example, more high-level contacts between U.S. and Chinese officials would heip
promote avenues of communication. Similarly, increased people-t:l;YIeople contacts
should be promoted, not only through business, but also through military, cultural,
academic, and tourist channels.
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I hope that this Congress and Administration can work together in a bipartisan
fashion to maintain the longstanding U.S. povlitl:ﬁ of engagement with China. In the
years ahead, this vital bilateral relationship will face many challenges and present
many opportunities. It is only through engagement that we will be able to face those
challenges and seize those opportunities. .

STATEMENT OF THE NATIONAL BUSINESS ASSOCIATION
(SUBMITTED BY BRYAN MCCANLESS, PRESIDENT]

The membership of the National Business Association strongly opposes Most Fa-
vored Nation trade status for China because of the economic and social con-
sequences to the United States of America and other countries around the world.

INTRODUCTION

Chinese military and industrial capabilities are currently expanding at significant
rates. This expansion is being aided by trade and investment between China and
the United States. Since the end of the Cold War, the United States has moved from
a geopolitical approach in foreign affairs to s commercial strategy. But even with
ex&anded foreign trade and the prosperity it has provided, this shift in policy has
left us vulnerable to those who would ignore the genuine national security of Ameri-
ca’s citizens and families for financial gain.

One of the surest ways to obliterate peace is with foreign policy that values profit
above all else. Such a foreign policy is being conducted now between the United
States and the People’s Republic of China. We are told that China is moving to-
wards democracy. As China’s aging dictators pass away, they will theoretically leave
in their place demogratic capitalists like ourselves. But a closer look begs the ques-
tion, o is really changing whom?” From the beginning, America has been a
bright, shining light, a beacon of hope to the downtrodden because of the ideals our
founding fathers held sacred. No country has done more for human rights than has
America. But now, with the almighty dollar being the only thing held sacred by
some, it appears America has changed, adopting trade u})olicies that show no regard
for moral concerns just to appease Big Business and multi-national corporations.

The reality that America has traded her soul in the name of free trade should
shame every American who enjoys the liberties of this free country—sacrificial lib-
erties that were 1Paid for with the blood of brave Americans who gave no thought
to their own weltare, but willingly laid down their lives so that we could be free.
But can any one of us honestly say that the America we know today is worthy of
the heroes who died for her? And who among us here today could honestly look one
of these American patriot’s in the eye, were they living today, and defend our ac-
tions with the Chinese government? Not one of us could, if we are honest.

LESSONS FROM HISTORY

History shows us that as far back as the Seven Years War, there has always been
a period of time following every major conflict when-people have believed the inces-
sant threat of war is passing away, yielding a new, enlightened era. In an article
for Strategic Review -(Fall 1997), William R. Hawkins writes that this school of
thought stems back to Voltaire and Immanuel Kant, and blossomed in the liberal-
ism of the early 19th century. Central to this view was the hope that as imperatives
of geopolitical diplomacy receded, opportunities for free foreign trade would open
ang join the world in the peaceful pursuit of mutual economic gain. Richard Cobden,
who led the British Free Trade Movement, claimed trade was “the grand panacea”
and under its influence, “the motive for large and mighty empires, for gigantic ar-
mies and great fleets would die away.”
The conventional mercantilist paradigm empowered governments to control trade
and direct investments with the goal of building up manufacturing and financial ca-
abilities of their territories relative to the capacities of other countries. Liberals,
owever, didn’t consider this an a propriabe economic policy for an enlightened era.
In 1821, only six years after Napoleon’s defeat at Waterloo ended a quarter-century
of civil wars and foreign invasions, British economist James Mill wrote the following
in his Elements of Political Economy: - .
There is, in the present advanced state of the civilized world, in any country hav-
ing ¢ good government and a considerable population, so little chance of civil
war or foreign invasion, that, in contriving the means of national felicity, but
little allowance can be rationally required of it.
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Another statement of government’s need to redirect its attention to the promotion
of free trade was made by 19th century French economist Jean-Baptiste Say, who
advocated ending diplomatic corps, saying ambassadors were no longer necessary
and should be r%%laced by consuls whose purpose would be the promotion of trade.
Say influenced Thomas Jefferson, who reduced America’s foreign service and also
laid off most of the U.S. Navy. A century and a half later which saw two world wars,
the Cold War and numerous civil and foreign disputes, this liberal philosophy has
reemerged, not on the fringe of American politics but dead center in both the Demo-
cratic and Republican parties, thus proving the British economist and his “enlight-
ened” friends wrong about free trade.

MOST FAVORED NATION: FACT & FICTION

As we consider MFN status for Communist China, the powerbrokers tell Ameri-
cans, “Don’t Worry, Be Happy.” . . . .there’s no military or economic threat from
Cl_ltil?%—h—lgven though Americans continue to lose jobs because of our free trade policy
wi na.

The fact of the matter is that MFN allows China to export goods to the U.S. at
the lowest tariff rates available—virtually duty free in most cases—but does not
mean that U.S. exports have reciprocal access to the Chinese market. For this rea-
son, MFN is considered a concession by the U.S. Beijing, on the other hand, oper-
ates one of the most protected markets in the world, exporting four times the
amount of goods it imports from the U.S.

The Clinton Administration has relied heavily on biiand emerging foreign mar-
kets to sustain the U.S. economy. But China’s market has always been an illusion.
Its role in the U.S. economy today is little more than it was at the turn of this cen-
tury—about four percent of U.S. commerce. Even within Asia, U.S. exports to China
were only $11.8 billion in 1996. According to the U.S. Trade Representative, China
took less than seven percent of American exports to Asia. The numbers have not
gone up, either. U.S, exgorts to Japan and the Pacific Rim went up by $55 billion
between 1993 and 1996 but only by $3 billion to China during the same period. The
fact that the U.S. exporte more to Siragapore and Taiwan than to China, and more
than twice as much to South Korea, dispels the myth that China is central to our
economic position in Asia. America’s real allies are the democratic-capitalist states
on the Pacific Rim, not the Beijing dictatorship.

FOLLOW THE EXPORTS

To realize the gravity of our current situation, we must first know and under-
stand why the Chinese government only allows oil and food in the category of con-
sumption imports. Beijing wants investment and technology to build its industrial
base, ultimately reshaliilng the balance of power in Asia, and is using U.S. trade
policies to help build China’s military might. A 1994 Government Accounting Office
report stated: “In the People’s Republic of China, sophisticated manufacturing tech-
nologies ac%uired through cooperative programs with the West are being adapted for
Chinese military use.”

In the 1996 MFN debate, Rep. Bill Archer (R-TX), Chairman of Ways and Means,
stressed the commercial gains that could be made from supporting China’s infra-
structure programs in “high technology, aerospace, petrochemicals and tele-
communications.” American firms have been encouraged through various programs
to transfer capital and specific skills to China's industry. For example, Xian Aircraft
builds components for Boeing airliners and fighter-bombers for the Chinese military.
Pratt & itney’s Canadian unit and China National South Aeroengine & Machin-
ery Company produce gas-turbine and jet engines together. Altho these engines
are said to be for civilian use only, we know they’re also adaptable to cruise mis-
giles. A proposed facility to produce these engines in the Hainan province of
Zhuzhou already produces the WP-11 engine used in China’s existing cruise mis-
siles. Beijing has been buying advanced machine tools from a number of U.S.
sources tli,mat are used to manufacture advanced weapons systems. Much of this
equipment, said to be for civilian use only, has ended up at military-owned factories.

e cold reality is that the hard currency (U.S. Dollars) China receives from the
sale of Chinese products in America is the engine running China’s military build-
up, which threatens America’s security.

Most alarming is that high-tech deals have been facilitated by the relaxation of
U.S. export controls over sensitive and dual-use technology. The Clinton Administra-
tion sees the struggle in Asia as one of American firms and their rivals competing
for business in China, rather than a future geopolitical challenge to the U.S. from
a China armed with advanced weapons.
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We really shouldn’t be surprised to see commercial technology ending up with the

military since all aerospace manufacturers in China are owned by the state. Avia-
tion Industries of China oversees both domestic and forei%n interests. The compa-
ny’s president, Zhu Yuli, has said that. China will seek an “equal partnership” with
foreign firms “to narrow the gap between its aviation industry and the more ad-
vanced countries.”

Shun Zhenhuan, Senior Researcher at China’s State Planning Commission, has
pointed to China’s rise in the aerospace industry and its connection to foreign part-
ners:

In  the last decade, aviation industry factories have manufactured the most mod-
ern aircraft in history. Of the more than 20 types of aircraft on our assembly
lines, 75 percent are new tyges put into production this decade. A new lot of
fighters, attack planes, bombers, helicopters and unmanned planes have been
furnished to the army . . . We manufactured aircraft parts and engine parts for
a dozen foreign factories or companies, thus earning foreign exchange.

The U.S. Office of Naval Intelligence notes in a report that China is developing
at least a half-dozen tactical combat aircraft, “ at a time when many nations are
finding it difficult to finance a single program.” Shun emphasizes this point about
finances when he advises managers to “Focus on exports, combine production with
trade, technology with commerce . . . Have both exports and imgorts to keep the
foreign exchange balance and to win more foreign exchange . . . Boldly atfract the
investment of foreign capital, raise funds in every way, and actively use them . .
. Develop substitutes for import products or analyze foreisn technology and master
imported products as much as possible for reproduction and imitation.”

This view is typical in a regime that has learned to play on the naivete and short-
term focus of foreign capitalists to build its own national power.

Another Chinese mercantilist, General Ding Henggao, has written, “At a time of
peace and development, world competition is essentially about comprehensive na-
tional power, and the key is the competition in science and technology . . . One of
the reasons we are not looked down upon in the world is that we have built a rel-
atively complete defense industry, and we have been able to research and manufac-
ture various types of conventional and strategic nuclear weapoens.” )

Henggao views military production, domestic economy and international trade as
interrelated. “To satisfy domestic needs, the defense industry should try to develop
products for export and expand exports. This will then open a source of income and
accumulate funds to be used for imports . . . We should seize every favorable oppor-
tunity to import advanced technology from abroad, especially new and high tech-
nology. We should expand our technology cooperation and exchange with foreign
countries.” General Ding, chairman of the Commission on Science, Technology and
National Defense Industry, directs “the socialist modernization” of China’s entire
military-industrial complex. General Ding is also a member of the “Local War” fac-
tion which sees a very real near-term chance for conflict in East Asia. The focus
is on modernizing the military over the next ten years.

A QUESTION OF SEMANTICS

Throughout the MFN debate, proponents have argued that Beijing should be
treated as a “normal” trading partner. Now there’s an effort in place to change the
language of “most-favored-nation” to “normal trading status” so as to remove any
implication that doing business with a regime is to favor its policies. What's inter-
esting in this semantics shuffle is that China may be more “normal” as an emerging
Great Power than some realize. Beijing’s international economic policies are really
traditional, much like those of Jean Baptiste Colbert, the mercantilist Finance Min-
ister for Louis XIV in 17th Century France. Colbert controlled imports but encour-
aged foreign craftsmen to come to France. He built roads, ports and shipyards to
stimulate commerce. He also enacted reforms to create a large domestic market and
the ability to take care of it. In Colbert’s words, “Irade is the basis of finance and
finance is the sinew of war.”

China’s trade surplus with the U.S. provides Beijing with the foreign exchange
it needs to buy foreign weapons and technology. This hard currency surplus gave
China $39.6 billion in 1996 and $33.4 billion in 1995. Compare this to the fiscal
1997 U.S. Defense budget of $43.8 billion for the entire American military.

Further strengthening China’s military position is the fact that The People’s Lib-
eration Army completely owns and operates over 50 corporations engaged in foreign
trade. China Poly Group, the largest of these corporations, is headed by General He
Ping, son-in-law of China’s late strongman Deng Xiaoping. Commerce with these
military enterprises and other state-owned companies further enriches and
strengthens the current autocratic Chinese regime.
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THE RUSSIAN FACTOR

Russia has been China's main source for arms, thus far. As Princeton’s Kent
Calder has observed, with Russia holding the greatest military yard sale in history,
“the Chinese, flush with hard currency from their soaring, multibillion-dollar trans-
pacific trade surpluses, stocked up.”

Of particular concern is the aid Russia is providing Beijing in developing its new
Type 093 nuclear attack and Type 094 bailistic missile submarines. These will far
exceed the abilities of China’s current fleet of noisy, unreliable vessels.

When Boris Yeltsin visited China in April of 1996, agreements were touted by
both sides as part of a “strategic partnership.” A communique issued at the end of
the summit declared opposition to U.S. hegemony as the basis of Russian-Chinese
cooperation. According to Stephen J. Blank with the Douglas MacArthur Professor
of Research at the Army War College, “Russia needs Chinua’s markets. It also needs
arms sales, peace along the borders with Central Asia . . . and China’s help to enter
into the Asian economic-political order.” In return, Moscow has given diplomatic
support to Beijing’s agenda in the Far East, '

This partnership became more important to Russia when China agreed to make
all future arms purchases in cash rather than bartering trade goods. However, Chi-
na’s ability to follow through on this promise depends on the continued flow of U.S.
trade dollars to Beijing. Once in Russia, this money can be used to support their
military-industrial complex. As Radio Moscow has commented, “With money earned

-from the sale of Russian military equipment to China, Russia will be able to fund
the development for itself of the most up-to-date types of armaments.”

FROM RUSSIA TO THE REST OF THE WORLD

China has not limited weapon purchases to Russia. Instead, the Chinese have
moved on to buy missiles from France and Italy. Even Israel has upgraded China’s
Russian designed tanks and is reportedly working on aircraft projects. Geopoliti-
cally, Europeans have little to fear from China to offset the lure of its money. The
United States is the country facing the tiger.

China’s concentration on air and naval power indicates their intention to project
power into the Pacific. Beijing wants to do more than protect its coastal provinces.
It wants to make good on its offshore claims to the Diaoyutais, Paracels and
Spratley Islands, which are presumed to hold the ke to vast undersea oil reserves
and to the renegade province of Taiwan. For this reason, the Chinese Navy has
adopted an Offshore Active Defense which emphasizes decisive offensive tactics, By
the year 2000, the Chinese navy plans to control the seas out to the first island
chain defined by a line running from Japan to Taiwan, the Philippines and Borneo,
down to Sumatra. All of Beijing’s disputed island claims fall within this vast ocean
territory. Yet, beyond this is the “second island chain” to which Chinese naval forces
expect to reach by the early 21st Century—a line that reaches out past the Mari-
anas, Guam and Palau, and incorporates the entire Pacific Rim economy in much
the same way that Japan once envisioned a Greater East Asia Co-Prosperity Sphere
under its military supremacy.

REAL PEOPLE, REAL LIVES, REAL PAIN |

The extent of China’s human-rights violations is staggering. Consider these docu-
mented facts:

¢ China’s one-child-per-couple mandate has led to widespread sex selection abor-

tion. Least desired are baby girls and many who are born alive are abandoned
by their parents, often left to starve in state-run orphanages.

o Chinese women are forced to have abortions, and some are involuntarily steri-
lized. Women in their eighth and ninth months of pregnancy have literally been
dragged from their homes by family planning officials, tied down with their feet
in stirrups, and their babies forcibly aborted.

In 1995, Hong Kong newspapers reported that aborted human fetuses were

being cannibalized in China and sold as health food.

o Christians and other people of faith are systematically tortured in China. Am-
nesty International reports cases of Christian women hung by their thumbs
from wires, beaten with heavy rods, denied food and water, and shocked with
electric probes.

e Bishop Su was imprisoned for fifteen years and told of being beaten so seveorgﬁy
with an instrument that it splintered. Undeterred, the police tore down a wood-
en door frame and continued beating Bishop Su until it, too, splintered. The
bishop was then hung by his wrists from a ceiling and beaten around the head.
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In another episode, he was placed in a cell that contained water at varying lev-
els from e to hig deep, and was left there for days, unable to sit or sleep.
Forever seared in the minds of all who watched via satellite in 1989 is the
image of courageous Chinese students who marched to their deaths in
Tiananmen Square, bravely quoting America’s Declaration of Independence
against the backdrop of a papier-mache model of our Statue of Liberty. How
ironic that those brave students understood this priceless gift of liberty more
intimately than America’s political leaders who take freedom for granted and
systematically trade our liberties away, one congressional act at a time.

WE MUST DENY CHINA MOST FAVORED NATION STATUS

We've been told the best way to bring China around to our way of thinking is to
grant them special privileges and, in time, they’ll come to know the error of their
ways. Only a fool buys into that kind of logic. If a child misbehaves and you want
to correct his behavior, do you take away privileges or grant them? You take them
away, of course! Onlg lt)iy feeling the negative consequences of his actions is a child
likely to change his bad behavior. If, on the other hand, there are no negative con-
sequences, but instead, only positive reinforcement, the child will continue to behave
any way he chooses. What incentive have we %x;ven the Chinese government to stop
the torture of its people? None. Instead, we have coddled them—at a time when
they were less of a threat to our nation—and now continue to empower them-—at
our own peril—through Big Business’ need for greed.

Denying most favored nation status to China will cut back an important source
of revenue that is fueling the Chinese arms build-up. Although human rights abuses
in China cannot be ignored, the more pressing issue right now for America is how
best to deal with the emerging power of China. Our current policy is called “con-
structive engagement” but those are just new words for “appeasement.” Unless we
have the courage to acknowledge our mistakes with China and move in a direction
that is beneficial to the United States, we have no assurance that our liberties won't
be trampled by the Chinese government as were those of the small army of students
in Tiananmen Square.

The Beijing regime’s shift from Marxism to nationalism is designed to retain the
loiallal of the rising business class, as well as to win back the allegiance of those
who fled the turmoil of China’s years of civil war. These expatriates built commer-
cial networks that now control substantial investment capital. With assets esti-
mated at $2 trillion, these family based empires still hold dear their Chinese cul-
tural roots. Their wealth also gives them great political influence throughout the Pa-
cific Rim and Southeast Asia. The U.S. has seen evidence of this through the cam-

aign financing scandal which involved the Indonesian-based Lippo Group. The
E.iady family, who own Lippo, fled the same southern coastal area of China which
the “commercial” school sees as the breeding ground of reformers.

Beijing’s appointment of shipping magnate Tung Chee-hwa as chief executive in
Hong Kong demonstrates the autocratic regime’s ability to find business and profes-
sional people to carry out its rule.

The Chinese have an ancient proverb that says, “A rich country makes for a
strong army.” This same wisdom has empowered major civilizations throughout his-
tory. gl‘he &ational Business Association believes that any portrayal of economic
growth and military strength as rival concerns, or even as separate concerns, is dan-
gerous. In our current situation, it can lead to policies that undermine U.S. capabili-
ties at the same time it enhances the power of rival states. Such is the lesson we
are learning about China being granted MFN status.

CHALLENGE TO CONGRESS

NBA, as a major representative of small businesses in America, believes that our
current situation with China is detrimental to our country’s long term goals for
peace and prosperity.

The NBK urges Cy s8 to be statesmen and stateswomen instead of politicians
and vote NO on Most lF!Eavored Nation Status for China.

We are grateful for this opportunity to speak on behalf of the many men and
women from small businesses and middle class families who are looking to you, our
elected leaders, to make America a beacon of hope once again, and a country i)mlt
on strength of high moral character rather than a country sold to the highest bid-
der, one parcel at a time.
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