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June 18, 1991

U.S. Senate
Washington, DC

Honorable Senators:

We are 4 group of former Chinese government officials. We are among those who initiated and
implemented the reforms of t_he past decade. After the events of 1989, we lost or left our government
posts and are currently studying and working in the States.

Based on our experiences, we support President Bush’s proposal to renew China’s Most Favored
Netion trading status, We fully believe that this will be in the best interests of the Chinese people and
the United States. We offer the following reasons:

1. The ter'nn'nation of China's MFN status will damage the cause of economic reform in China,
especially in the non-state and export-oriented Scctors, which are the driving force for the transition
from a state controlled to a free market economy.

2. We respect efforts to improve human rights in China. However, we also believe that the
attachment of human rights conditions to a‘renewal of MFN is the wrong way to further human rights
in China. Instead, it will create more difficultics for reformers within China. Cancellation of MFN
status is the last thing that China’s remaining reformers want, while the acceptance of written
conditions would mean political suicide for them.

3. Conditional extension of MFN will embarrass political dissidents inside China by making it
appear that their demands have damaged the economic interests of millions of people who now
benefit greatly from MFN.

China is now in a difficult period of ansition. We reformers, like other Chinese, hope for a
democratic and prosperous China. We also believe strongly that a peaceful and gradual transition is
in the best interests of the Chinese people and other nations as well. MFN has and will continue to
contribute to that peaceful transition.

Thank you.

Li, Xianglu
Former Personal Assistant of Zhao Ziyang
Director, Institute of International Affairs, CITIC

(212) 785-1838

Lu, Mai
Former Dir., Experimental Area Office for Rural Reform,
Research Center for Rural Development of the State Council (RCRD)
1309 Commonwealth Ave. #1
Allston, MA 02134, (617) 787-1581

Luo, Xiaopeng

Former Trustee of RCRD

Senior Researcher of Development Institute, RCRD.
Fairbank Center of East Asia Swdies, Harvard University
Cambridge, MA 02138, (617) 625-1214

Wang, Xiaoqiang
Former Deputy Director of the Institute of Economic System Reform, China.
University of Pittsburgh, (412) 681-3439

Zhou, Qiren
Senior Researcher of Development Institute, RCRD. N

UCLA. (213) 398-5392



THE WHITE HOUSE
WASHINGTON

June 10, 1991

To: Doug Paaln
From: Jim Dye:.l¢t7
Re: Chinese Missile Sales

Doug, I assume you saw the article in Sunday's "New York Times"
regarding proposed missile sales to Syria and Pakistan. Needless
to say, if this is true, this can be damaging to our MFN efforts.

Do we have any information on the validity of this article or do
we have any press guidance on what actions we propose to take?

I'm also attaching a letter drafted by Baucus for signature by
several of his colleagues on MFN. It seems to me that if we can

meet his concerns, we may be able to recruit him and his
colleagues to our side.

Any thoughts?

attachment
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FILE,

THE WHITE HOUSE

Office of the Press Secretary
(Kennebunkport. Maing)

For Immediate Release May 27, 1991

REMARKS BY THE PRESIDENT
IN COMMENCEMENT ADDRESS TO YALE UNIVERSITY

/ Yale University Quadrangle
/ New Haven, Connecticut
)

11:55 aA.u,

THE PRESIDENT: Thank you very, very much. President v
Schmidt ang members of the faculty, and the Yale community, fellows

fellow honorands -- it is an honor to be here today. Nayor Daniels,
it’s nice to be back in the ¢ity. Anc most importantly, to the
graduating students «~ congratulate each apg every one of you.
(Applause,) tay 71 single out Yale’s bang, They’ve cleanes up for
today, and they’ve Never been better under Hee Tom Duffy. Thank youy,
sir, (Applause.) . And thank you for the warm welcomes. $i res

prehensio en cano . est non oves sic vacio. 7That means, if you're
holding up the 8ign, you can’t throw €998, (Laughter ang applause, )

1 remember my own commencement, Like so many of my
classmates, I1’a come to Yele fresh fronm var ==~ ready to make up for
"lost tima," I remember our impationce and our optimism. apg we
sensed u coming adventure. I imagine it’s the same today for all of
You. 1It°s almost asg jf life is about to begin -- that is, if the
Cconmencement speech ever ends. (Laughter.)

Twenty-nine Years ago, President Kennedy stood right
here, and my ¢ag was honored with him, Ané he said, "I have the best
of all worlds -~ ¢ fale degree and a Harvard education,"” (Laughtoer. )

e had it wrong. 1’ve got the best of all worldg =- @ Yale education
and a Yale degreq, {Applause, ) -

My day was no different., There’s an excitement in the
air, and Barbara and 1 Spent a good part of our 8enior year thinking
about, literally, becoming farmers, We talked sbout 1ife on the lang
and rising early and working hard ang reising a Crop and a family,
And we lookad into the finances of running a farn., In the end, we
decided against the whele idea.. e realizeé that when it came to
Pigs an¢ chickens ang cattle or corn, we @idn’t know the first thing

So, of course, thore was only one alternatives I want
weat and becams an oilman, (Laughter, ) The days after -w the day -
the very day aftaer the ceremony like this one, I traceq the familjap
surroundings of thisg beautiful ol4d caipus for the dust and grit apd

Cdessa, Texas, bacame Wy world. And yet far beyond 37
Hillhouse Avenue where Barbara and I lived, or the Flatlands of West
Taxas, change rocked the whole world in ways that vould affect us all

fromw the Uniteg States and siyx Other nations -~ po bring the ptomise
of peace to the Middle East, Ang on that day, the Soviet Union trieg
to clamp down on the free sectors of Berlin -~ the Berlin lockade
had begun. And on that gay, Congress, after an #ll-night session,
Passed a bill to help the nations of war-torn Burope. That package
would bacome known, as we all know, as the Farshall plap,

Today’s world -- YOUur worlg -~ jg every bit asg

MORE



astonishing. Back ip ny day, opportunity knocked. ape yours -- your
pager beeps.

Ye have seen in two short years the end of & long ery of
Cold War and conflict. Tha Iron Curtain collapsed -= ijt°g gone, the
wall is down. (hpplause.) ang with it the myth of an ideology
C2lled communism. oOn the barren ground that once separated East apg

Weet, the democratie idea sprouted anew.

The democratic renaissance in Central and Eastern Europe
== the blossoming ot democracy hera in the Amvericas -- the energing
consensus on the African Continent that democracy is the road to

So today, as we seck to promete freedom and democracy and
human rights -- as we seek to strengthen stability within the

) Look in every corner of the globe and you will fin¢ that

the American aXample has conseguences. i'hen we reach out, we offar
more than cars or grain or HIV. We examplify en ideal -- en ideal
that conquers circunstance and suspicion, that conquers despots and
empowers people, Some argue that a nation as moral ané just as qurs
should not taint itgelf by dealing with nations less moral, lass
just, But this counsel offers up self-righteocusness draped in a
false morality., You co not reform & world by ignoring it.
(Applause. )

Cast Asia is a casa in poirnt. ToGay, this dynamic region
plays an important role in the world economy. As it has grown more
pProsperous, it has also Grown more frea. pDriven forward by the
engine of economic growth and trade, especially with the U.8., 8Scuth
Rorea and Taiwan huve shed their once avthoritacian rule in favor of

and therefore, affact the entire world’s peace and prosperity. fThe
Chinese play a central role in working to resolve the conflict in
Camnbodia and relax tensions on the Korean Peninsula. China has a
voice now in tha multinationsl organizations. And itg votues in the
United Netions Security Council against Itaq’s brutal agyresaion

helped us forge the broad.cvalition that brought us victory in the
Gulf, ({Applause.) o

And ao when we find opportunities to cooparate with
China, wa will explore thom. When problems arise with China‘’s
behavior, we will take appropriate action,

After the tragedy ot Tiananmen, the United States was the
first nation te condemn the use of violence against the peacefully
demonstrating people of Seijing, we were the first to guarantee the

rights of Chiness students studying on Compuses across the counticy -
including here at Yale. (Applause.)

democracies, to keep those oeriginal sanctions in place. At evaery
high-level meeting with the Chinese government, U.S. officialg
reiterate our pesition on human rights violationg.

Unfair trade is alse high on our agenda. Just last

e -
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month, wo cited China under the trade rules of a special 301 for
pirating u.s, copyrights and patents. and for the sake of national
security, we will ban technologies ang eguipment to any Chinese

company found to violate rules outlawing transfer of missile
technologieg, !

We will continue to advance our interests and ideals:
for free and fair trage -- for broader denocratization -~ for raspect
for human rights throughout China.

Let me be clear: ag & member of the United Nations,
China is boung by tha U.N. Declaration of Human Rights. e will holg
China to the obligations that it has fresly accepted.

And, finally, we continue urging China to exarcise
restraint in itg weapons exports. Our recent axpavience with Irag
proves how dangerous the deadly trade can be, And very soon, I will
announce significant new Stepa that we can take to coentrol arms
@xports to the entire Middle Fast, (Applause. ) Bvery nation must
Play a part in this effort. That’sg why we urge the Chinese
governmaent to abide by the letter ana spirit of international
agreements on migsile technology controls -- and te do what 141 other

nations have already done: 8ign the Nuclear Nonproliferation Treaty.
(Applauga, )

And .this is one way that the Unitead States can be a
catalyst for positivae change. This woek, I will employ another by
proposing formally' that mip trade status continue for China. ftThig
policy has generated consgiderable Controversy. Some critics have
said revoke MFN, or endanger it with sweeéping conditions =~ to
censure China, cut our tjes end igolate it. we are told this is a .
principled policy, a moral thing to do.

This advite is not new. It’s not wise., It ig not in the
best interests of our country, the United States. ang in the end, in
spite of noble and best intentions, it is not woral.

- A Y

Firat, WFN §s special.* It i{s not a favor. It is the
ordinary basis of trade worldwide. Second, NFN is a means to bring
the influence of the outside world to bear on China. Critics who
attack MFN togay act as if the point is to punish China -- ag if

The real point iz to pursue a policy that has the best
chance of ¢hanging Chinesge behavior. 1If we withdrew WFN or imposeq
conditions that would make trade impossible, we woulé puniegh South
China; in perticular, Guangdong Province -~ the very region where
free market veform and the challenge to central authority are the N,
atrongest. Right now, there’s an estimatod two million Chinese who

engaged in Chinra is pot economic, it’s not strategic, but moral, It
is right to export the idanle of freedom ang democracy to Chipa, 1t
is right to encourage Chinese students to come to the United States,
and for talented American students to go to China. It ig vrong to
isclate China if ye hope to influence China, (Applause,)

* not epecial.



o it comes down to the strength of our belief iy the
power of thg democratic idea, If we Pursue a policy that cultivates

€ontacts with the Chinege People, promotes commerce to our benefit,
We can help create a c¢limate for democratic chango.

No nation op Earth hag discoverad a way to import the

nd services - yhile 8topping foreign jdeag at the
border, “Jugt a3 the democratic jges has transformed nations op evyery
continent - 80/ too, change will inevitably cope to Chipa,

This nation’y foreign policy has slvays been more thap
&imply an expreseion of Awerican interests w- it’s an extension of

American ideals, Thig moral dimension of American pelicy rFequires yg
to remain active, engaged in the world, Many times, that meansg B
trying to chart & moral course through a worlg of lesser evils,
That’s the real World «= not black and white. very fey moral
tbsolutea, Enormoug Potential for error and embarrassment, But al}
are part of the risks that we willingly take to advance the Amarican

Hany times in the past 40 years, People have enccouraged
us to adopt a policy of righteous isolationism - dut we remained
Shgaged. WKe cannot advance Ptinciples if we curl uvp into a defensive
ball, we cannot transform a world if we hide from its unpleasant
tealities, e can advance our cherished idealg only by ¢xtending our
hang, showing our best sides, sticking patiently to oyr Valueg ~w
even if we risk rejection.

Look at the Wway American encouragement and the Americap
&xample -- the power of the Americanp example =~ ig Paying off in
Taiwan ané Korea. “e will have no leverage, ¥e will not be able to
advance our cauge op resist repression if wé pull back ang ¢eclare
that China is simply too impure a place for us. e want to promota
positive change in the worlg through the foreg of ocur example ~- pot

simply profess our purity. We want to advance the cause of freedom
== not just snub natjons that aren’t yet wholly free.

between goog Quys and bad guys. When these situations arige,
identify your Principles ang stick by them, Stick by them even whan
pPeople jeer, when people urgs you to £ind a quick ana easy out,

(Applause.) 1f YOU vemain patient ang true to yourself, you can’t go
wrong,

matters most is one right here at home, the one You share with
friende ana family.

And finally, your destiny and the currents of hiatory
will most likely intersect more than ence. you will have ample
Opportunity to make your mark. Ang take care to make it count,r

END 12:15 p.u, EDT



RENEWAL QF CHINA'S MFN STATUS

—-Shared Goals on China. Both the Administration and Congress
want to see greater respect for human rights, a stronger
Chinese commitment to nonproliferation and fair trade, and a
continuation of positive social, political and economic
change. At question is how to achieve these goals. As
President Bush said at Yale, "The real point is to pursue a
policy that has the best chance of changing Chinese behavior.”

——China Benefits from Contact--Not Iscglation. The most brutal
period of communist rule occurred at a time when China was
isolated from the outside world and committed to a policy of
economic self-sufficiency. MFN helped to open China to outside
progressive change. We will not help the Chinese people by
depriving them of employment, cutting off our contacts with
them, and permitting hardline, zenophobic elements to blame the
U.S. for China's economic problems. These will be the effects
of MFN withdrawal.

—--MFN_Promotes Reform. Foreign trade and investment support
the economic forces that have been driving political and social
change and encouraging a loosening of state control and more
personal freedom. “MFN," in the words of the President, "is a
means to bring the influence of the outside world to bear on
China.® Withdrawing MFN would have the greatest adverse impact
on Chinese in the most dynamic, market-oriented coastal
regions. These and other groups who depend on a healthy
commercial relationship to justify business, social and
academic contacts with the U.S. would be grievously hurt.
Old-line convervatives in China will use MFN withdrawal as
reason to close the door on these contacts.

——mmmwﬂﬂlﬂmﬁuxwmﬁmm- The U.S. has

set the agenda for improving the bilateral relationship and has
engaged the Chinese--with tangible results--on key issues of
concern, including human rights, nonproliferation, prison labor
exports and trade issues. Eliminating what the Chinese
consider to be a fundamental pillar of the economic
relationship--MFN trade status--will seriously erode, if not
destroy, our ability to engage the Chinese on these issues.

The President has a broad range of authority to target specific
issues, for example, proliferation and trade problems. He is
using that authority forcefully to press U.S. interests. MFN
withdrawal is the wrong tool for doing this. It hurts our
friends and eliminates a vital avenue of influence.

--A_Trade War Will Hurt U.S. Business and Consumeys.- Raising
tariffs on Chinese products will provoke trade retaliation.
This will put at risk $5 billion (1990) in U.S. exports,
including wheat ($511 million), aerospace ($749 million),
computers and electrical machinery ($860 million), fertilizer
($544 million), cotton ($259 million) and wood products ($281
million). Since no other country is withdrawing MFN, U.S.
business would be forced to cede its market share to others.
Trade actions on both sides could also adversely affect over $4
billion in U.S. investment in China. Without MFN, U.S.
consumers would pay substantially higher prices for
Chinese-made clothing, footwear, toys, tools and electronics.
Hong Rong's economy and our $6-billion investment there would
also be hurt because of close commercial links with South China.
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SANCTIONS AND OTHER MEASURES IN PLACE ON CHINA

The U.S. currently has the toughest position on China
sanctions. While the EC, Japan and Australia have
gradually relaxed their sanctions, the U.S. has reaffirmed
its existing sanctions and taken additional measures.

~T3 ion

All the measures authorized by the President following the
Tiananmen Square crackdown remain in effect, with only
minor modifications to take into account U.S. interests:

—-— Ar Militar ion. Weapons deliveries
remain suspended as does military cooperation.

—— Embargo on Sales to Military/Police. No licenses are
being issued to dual-use civilian technology items for the
Chinese police or military.

-- Munitions List. Licences for items on the munitions
list remain suspended. (The only exceptions in 1990-91
have been for the Australian AUSSAT satellite project and
Swedish Freja scientific satellite project).

—_— iv
Insurance Corp. (OPJC). No new activities since June 1989.

-— Export Control Liberalization. The U.S. remains opposed
to considering proposals for easing COCOM controls on China.

-- World Bank Lending. The U.S. remains opposed to all

World Bank lending except for basic human needs.

-- High-Level Exchanges. Regular, high-level exchanges,
particularly those of a formal, ceremonial nature, remain
suspended. Exceptions have been granted only-to pursue
issues of vital concern (e.g., human rights,
nonproliferation issues, trade problems and regional
issues, such as the Persian Gulf and Cambodia).

Additi 1 M

o

Over the past year the following additional measures have
been taken to pursue specific U.S. interests:

Proliferation. The President rejected licenses for a
Chinese satellite project and stated that the U.S. would
impose additional sanctions on any Chinese company found to
violate international guidelines on missile sales. Other
measures are now under consideration.

Trade. The President authorized the designation of China
for trade action under Special 301 for violation of U.S.
intellectual property rights. Over $85 million in Chinese
textile overshipments were blocked because of viclations of
the bilateral textile agreement. USTR has stepped up its
consultations with China on the trade imbalance, with talks
scheduled for mid-June.



WHY CONTINUING MFN STATUS FQR CHINA SERVES U.S. INTERESTS

The Administration and Congress share the same goals in
China. Both want to see greater respect for human rights,
a stronger Chinese commitment to nonproliferation and fair
trade, and a continuation of positive social, political and
economic change. At question is how best to achieve these
goals. As President Bush said in his commencement address
at Yale University, "The real point is to pursue a policy
that has the best chance of changing Chinese behavior."

Many in Congress have urged withdrawing or conditioning MFN
as a way of forcing China's leaders to address our
concerns. We believe this would be counterproductive and
would make achievement of these goals even more difficult.
MFN withdrawal is the wrong instrument. It is the
equivalent of an undiscriminating blockbuster weapon that
hurts friend and foe alike. Maintaining MFN enables us to
take a more discriminating approach. It helps us stay
engaged, keep China in the international system and use the
commercial relationship to promote reform. In the
President's words, "MFN is a means to bring the influence
of the outside world to bear on China." At the same time,
we are still free to take, as we have already, focussed
measures to address specific problems.

MFN should continue because it serves U.S. interests. By
threatening to withdraw or condition MFN, we allow this
vital link to be held hostage to the reactions of a small
group of hardline leaders in Beijing.

The most brutal period of communist rule occurred at a time
when China was isolated from the outside world and
committed to a policy of economic self-sufficiency. MFN
helped to open China to outside progressive change. We
will not help the Chinese people by depriving them of
employment, cutting off our contacts with them, and
permitting hardline, xenophobic elements to blame the U.S.
for China's economic problems. These will be the effects
‘of MFN withdrawal.

Foreign trade and investment have been key factors over the
past decade in launching reforms that have loosened state
control and expanded personal freedom. By maintaining MFN,
we ensure an active commercial presence in China which
provides a channel for introducing American values and
jdeals--on free enterprise, democracy, freedom of
expression and human rights. The Chinese Government can
control the flow of goods across its borders but not the
ideas which accompany them.

Withdrawing MFN would hurt reformist elements that count on
us for support. Those most seriously hurt would be in the
large, dynamic coastal provinces where market-oriented
reforms have gone the farthest. Millions of Chinese who
depend on a healthy commercial relationship to justify not

.. only business but social and academic contacts with the

U.S. would be harmed. Maintaining our extensive web of
contacts with the Chinese people and Chinese institutions
would be impossible in an atmosphere of trade retaliation
and mutual hostility.
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We have succeeded in setting an agenda in our relations
with China that focuses on human rights, arms control and
trade issues--issues which the Congress is also deeply
concerned about. Withdrawing MFN would undermine the
foundation on which this process of engagement was built
and remove an important incentive for China to respond to
our concerns. Our policy of engagement is producing
tangible results.

On _human rights, our continued strategy of sanctions and
engagement has led to the release of about 1,000 political
prisoners, freedom for prominent dissident Fang Lizhi and
his family, public commitments to prevent the export of
prison labor, and positive assurances on family
reunification cases. The Chinese have agreed to have a
high-level human rights dialogue with the U.S. This new
dialogue would likely be one of the first casualties of MFN
withdrawal. Emigration and student travel to the U.S.,
which has continued since Tiananmen, would also suffer.

On proliferation, we have China moving in the right
direction. We have made clear that proliferation concerns
will affect our willingness to cooperate with China, for
example, on high-technology exports such as satellites and
high-speed computers. China has acknowledged, in
principle, the need to act responsibly on military sales,
including the transfer of missile, CBW and nuclear
technology. China agreed to attend the Nuclear
Nonproliferation Treaty (NPT) conference in 19990.
President Yang Shangkun recently stated unequivocally that
China has not sold any intermediate range missiles to the
Middle East since the CSS-2 transfer to Saudi Arabia three
years ago. On the Sino-Algerian nuclear facility, China
has publicly expressed a willingness to follow-
international practice on IAEA safeguards and gave
assurances that the facility is strictly for peaceful
purposes. Senior Chinese officials have agreed to an
in-depth discussion of nonproliferation issues with Under
Secretary Bartholomew in mid June.

To underscore our proliferation concerns, we are informing
the Chinese that we will be sanctioning a Chinese
enterprise for viclation of international missile transfer
guidelines and will not license satellite and high-speed
computer exports to China until we reach an understanding
on appropriate guidelines for the export of missile
technology and related eguipment.

, China's cooperation has proven
helpful--even essential--for achieving U.S. objectives. A
permanent UN Security Council member, China played a
crucial role in facilitating passage of UN resolutions on
the Persian Gulf and maintaining international solidarity.
The U.S. and China are working together to find a
.., comprehensive political solution to the conflict in
Cambodia. China has been exerting positive influence on
Pyongyang to reduce tensions on the Korean peninsula.
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‘Other Asian countries also look to China as a force for

stability in the region and believe a constructive
U.5.-China relationship is important for that goal.

Oon trade, China has acknowledged that it needs to import
more from the U.S., responding to concerns about the large
trade imbalance and problems with market access. A Chinese
buying mission is now in the U.S. and will reportedly
purchase over $1 billion in grain, chemicals, fertilizer,
and precision machinery. China has also acknowledged that
it must do more to protect U.S. intellectual property
rights. U.S. trade agencies are engaged in a high-level
dialogue on both market access and IPR problems, which will
continue in June. The Administration is prepared to take
action under U.S. trade law to pursue U.S. interests, as it
did recently in designating China under Special 301 for an
IPR investigation and possible trade measures.

Continuing MFN protects the interests of U.S. business and
consumers. MFN is not a special trade status. It is the
basis for trade that we have with most countries. Raising
tariffs on Chinese products will provoke trade
retaliation. This will put at risk $5 billion (1990) in
U.S. exports including wheat ($511 million), aerospace
($749 million), computers and electrical machinery ($860
million), fertilizer ($544 million), cotton ($259 million)
and wood products ($281 million). Since no other country
plans to withdraw MFN, trade retaliation would put U.S.
business at a competitive disadvantage. Trade actions on
both sides could also adversely affect over $4 billion in
U.S. investment in China. Without MFN, U.S. consumers
would pay substantially higher prices for Chinese-made
clothing, footwear, toys, tools and electronics.

MFN is also important for the stability and prosperity of
Hong Kong's free enterprise economy. Withdrawing China's
MFN status would be a body blow to confidence in the

‘territory since Hong Kong's economy is increasingly tied to

the growth of South China's export industry. Approximately
2,500 Hong Kong enterprises have shifted their export
production to factories in neighboring Guangdong Province.
An additional 10,000-15,000 South China enterprises do
assembly work for Hong Kong companies. U.S. business,
which has invested over $6 billion in Hong Kong, would also
be hurt. A 1990 survey revealed that 70 percent of
approximately 900 U.S. companies in Hong Kong would face
business difficulties and 50 percent would have to reduce
staff if China's MFN status was discontinued.

The bottom line is that withdrawing MFN would seriously
damage U.S. foreign policy interests, limit our contacts
with China, weaken the economic forces for reform and hurt
U.S. business and consumers. Our influence over Chinese
behavior would be weakened, not strengthened. We should

_ continue MFN because it is in our interest. It enables the

U.S. to stay engaged with China and pursue the issues which
are of vital concern to the American people. As the
President said, "It is wrong to isclate China if we hope to
influence China.*"
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Conditional renewal of China's MFN status has been
presented as a way to force China to address our human
rights and other concerns. It is in fact a high-risk
approach that holds the single most powerful instrument we
have for promoting reform in China as hostage to reactions
of a small group of hardline leaders in Beijing.

Continuing MFN is in the U.S. interest. By facilitating
trade, it acts as a Key catalyst to reform, keeps China
open to the outside world, sustains a wide range of
contacts with the Chinese people and provides incentive for
China to stay engaged on issues of vital interest to us.
Conditionality overlooks the importance of MFN for these
long-term objectives and, in effect, accepts them as
expendable in the quest for more limited, short-term goals.

MFN conditionality risks making the Chinese less apt--not
more--to take positive steps on issues of concern to us.
Confronted with a public ultimatum to change policies,
nationalist and hardline elements of the Chinese leadership
are likely to argue-—effectlvely-—that national pride and
the need to preserve sovereign authority do not permit
concessions under such duress. Positive actions which the
Chinese might have been willing to take in the context of
negotiation could become politically impossible. The
bilateral dialogue on human rights that we succeeded in
establishing could be the first casualty.

- Attempts to craft even "soft" (i.e., realistic)
conditionality would be counterproductive. With the
situation on key issues continuing to evolve and so
many Congressional perspectives on what constitutes
acceptable conditions, the end product is likely to
include provisions that provoke the Chinese to
disengage or do not accurately address the current
state of affairs.

-— Many of the objectives contained in earlier
conditionality legislation (e.g., the lifting of
martial law, freeing of promlnent dissident Fang Lizhi
and release of Tiananmen detainees) were eventually
achieved through our strategy of engagement. This
strategy is working and should continue.

Conditional MFN renewal would severely handicap U.S.
business in China. No other foreign companies in China
face the uncertainty of MFN withdrawal by their
government. U.S. companies can't make long-term business
decisions knowing that the renewal of MFN trade status--a
fundamental operating condition--will depend on the
subjective judgments of Congress regarding China's
political behavior.



- Renewal of MFN under the Jackson-Vanik already entails
risks which many U.S. companies find burdensome.
Additional conditions would greatly increase those
risks and discourage U.S. companies from trading and
investing in China, leaving the China market to our
competitors and costing American jobs in the process.

- MFN is the basis for trade that we have with most
countries of the world, even those with which we have
serious human rights and other concerns. If we start
down the road of attaching new political conditions to
trade, U.S. global competitiveness will suffer.

Legislative ultimatums on the Chinese Government are likely
to create a hostile environment that will work against the
expansion of contacts between American and Chinese people
and institutions. Despite our bilateral differences, China
has continued to permit a wide range of contacts, including
emigration, student travel and academic exchanges. MFN
conditionality will give ammunition to old-line
conservatives in China who want to restrict the
liberalizing impact of contact with the U.S.

Other more targeted means, aside from MFN withdrawal, are
available to pursue specific U.S. interests, and the
Administration is prepared to use them. To underscore our
concerns about possible Chinese proliferation, we recently
sanctioned a Chinese enterprise for transferring missile
equipment in violation of international guidelines. We are
also informing the Chinese Government that we will not be
licensing high-speed computers to China or waiving
legislative restrictions on satellite exports until we
reach an understanding on the export of missile technology
and equipment. In the trade area, we recently designated
China under the Special 301 .provisions for an
jnvestigation--and possible trade action--because of
inadequate protection of U.S. intellectual property
rights. We are also pressing China at a high-level on
market access and have broad trade authority to use as
leverage, if necessary.

- Our post-Tiananmen sanctions on military sales,
munitions list licenses, OPIC and TDP programs remain
in place. The U.S. still leads the Western
democracies in the scope and impact of sanctions on
China.
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Our posts in China have been actively soliciting views on
MFN from a very hroad range of Chinese citizens. We have
paid particular attention to the opinions of those who are
known to favor further reforms and democratization, and to

- those who would be most at risk if repression deepened. We

have also discussed the MFN jssue with hundreds of Chinese
students and scholars in the U.S.

Our Embassy and Consulates have reported nearly unanimous
support for renewal of MFN among all sectors of the Chinese
population. While Chinese government officials have tended
to reiterate their government's official arguments, those
who want more reform and democracy in China have actually
used significantly stronger language in urging renewal.

o The Washington Paost correspondent in Beijing quoted a
Chinese intellectual offering a toast to MFN renewal,
saying “if it was taken away, we would not be able to

meet and talk.”

o} In the same report, a student at Beijing University
(which led the 1989 demonstrations) argued against
conditionality, saying that students "don‘'t agree that
economic blackmail should be used to bring about
democracy in China."

o Two of the most prominent dissidents now active in
China acknowledged to us recently that withdrawal of
MFN would seriously jeopardize their ability to

continue speaking out against repression.-

Among Chinese students and scholars in the West, the range
‘of opinion is much more diverse, but still overwhelmingly

in favor of renewal in some form.

o] In a recent random poll conducted by Chinese scholars
among their colleagues throughout the U.S.., only 12
out of 402 supported withdrawal of MFN. Most of the
remainder favored unconditional renewal or modest

conditions.

o Of the letters we have received on MFN from many
Chinese in the West, one to the President from England
best reflects the general trend of thought: "As a
Chinese student from the poorest province in Chimna, 1
understand what a disastrous effect could a revocation
of China‘s MFN status bring to my poor parents, who,
as many ordinary Chinese, desperately need, and in
fact have already benefitted from, the influence of
the West. Do not shut up the door that was opened
only after thousands and millions of people sacrificed
their lives. I support your policy on China's MFN. "
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MFN Decision Advances U.S. Interests. Continuing China's MFN
status preserves a PRC stake in moving toward the international
consensus on nuclear, missile, and CW nonproliferation, an
objective the Administration and Congress share.

. Beginning in the
mid-eighties, both China‘s policies and the global
nonproliferation context began to change. China, which once
held an antagonistic view of multilateral controls on nuclear
exports, joined the IAEA in 1984 and sent observers to the NPT
Review Conference in 1990. China's 1987 sale of CSS-2 missiles
to Saudi Arabia pre-dated the INF Agreement, the establishment
of the Missile Technology Control Regime. In 1989, China made a
public commitment to refrain from medium-range missile
deliveries to the Middle East--and has kept to that commitment.

. Our expression of concern about
Sino-Algerian nuclear cooperation has led to commitments by both
countries to place the cooperation under IAEA safequards and
their pledges that the cooperation is strictly for peaceful
purposes. We await the next step, i.e. Algeria‘s discussions
with the IAEA. We view favorably China's public position on .
nuclear exports, but would 1ike to see China take the further
steps of joining the NPT and adopting Nuclear Suppliers
Guidelines. Serious concerns remain; the Administration will
not ignore current problems in this area.

Missiles. We have engaged in intensive dialogue with Beijing on
its missile export policy. It is clear that in some cases China
has declined proposed missile exports because of foreign policy
considerations. More broadly, the Chinese Ambassador said
recently that China supports effective international control on
military sales, including missiles. That statement constitutes
a modest step toward our objective of a PRC commitment to
observe MTCR guidelines. China's nissile export policy remains
a high priority in our bilateral dialogue; problems that
originated before the establishment of the MICR have not
disappeared, but we have seen some progress over the past
half-decade. China‘s proliferation policy is gradually changing
in a favorable direction. We aim to accelerate that trend.

Chemical Weapons. China is on record opposing the manufacture
and transfer of chemical weapons, and is participating in
multilateral efforts to ban chemical weapons. We have made some
progress on the subject of controls over exports of CW
precursors, and we hope to advance discussions in this vital
area. :

Next Steps. We are encouraged by progress in some areas and
still see a need for progress in others. It is because of our
continuing concerns that we want to maintain a constructive
nonproliferation dialogue with Beijing. Under Secretary Kimmitt
raised these issues in Beijing in May, and Under Secretary

Bartholomew will follow up during his upcoming visit to China.



ECONOMIC EFFECTS QF MFN WITHDRAWAL

U.S. Exporters and Investors Would Be Hurt. If MFN is
withdrawn, Chinese trade retaliation is certain, including
reciprocal loss of MFN status for U.S. exports to China and
possibly other administrative measures to market access.

Q Since no other countries would be withdrawing China's
MFN status, U.S. companies would be put at a
competitive disadvantage. Major exports at stake and
their sales in 1990 include:

-~Wheat $511 million
—-Al $749 million
——Fertilizer $544 million
--Cotton $259 million
--Timber/paper $281 million
—-Computers & Electric Products $860 million
-~Chemicals $273 million

o U.S. joint ventures in China, which now total almost
1,000 and have invested capital of over $4 billion,
would pay higher duties on U.S.-made components and
their exports to the U.S. would be subject to higher
non-MFN U.S. duties

Consumers Would Suffer. U.S5. consumers and retailers would
have to pay the sharply higher non-MFN duty rates on
Chinese-made imports, including footwear, clothing and toys
and electrical products. Examples include:

MFN_Dut (%) non-MFN Duty (%)
Footwear 6.0 35.0
Sweaters 6.0 60.0
Stuffed Toys 6.8 70.0
Fans 4.7 35.0
h'd .

We have ongoing discussions with the Chinese on key
econpomic and trade issues, including market access, )
intellectual property protection (where China was recently
jdentified under Special 301), textile transshipments and
dumping. We have made progress in some areas and utilized
existing legislation to take additional action where
necessary. China has expressed a willingness to stay
engaged to resolve our concerns. Withdrawing MFN would

seriously weaken our negotiating position on these issues.



IMPACT OF MFN WITHDRAWAL_ ON HONG KONG AND .U.S. BUSINESS THERE

Impact on Hong Konda's Economy. The health of Hong Kong's
economy is increasingly tied to the growth of south China's
export industry. Approximately 2,500 Hong Kong enterprises
have shifted their export-bound production facilities to
the Pearl River delta in Guangdong Province. An additional
10,000-15,000 south China enterprises do assembly work for
Hong Kong companies.

China is Hong Kong's largest trading partner, accounting
for 39 percent of total 1990 trade. Re-exports, which grew
by 20 percent in 1990, underpin Hong Kong's trade
performance.

o According to the Hong Kong Government, loss of MFN
status could cut Chinese re-exports via Hong Kong by up
to 44 percent or $4.6 billion.

o Pirst-year effects could include $1.2 billion in lost
income and 43,000 jobs or 1.5 percent of Hong Kong's
labor force.

MFN denial would further

-erode local confidence, already badly shaken by Tiananmen,

in the run-up to resumption of Chinese sovereignty in
1997.

o The drop in confidence would accelerate outward
migration from Hong Kong, which now exceeds 50,000 a
year and includes many professionals and managers.

i The U.S5. has the
largest number of regional headquarters in Hong Kong, with
over 40 percent of the total or 252 offices. Almost half
are engaged in trading activities with China, a principal
market and source of supply.

o U.S. investment of over $6 billion accounts for almost
one-quarter of foreign direct investment in Hong Kong.
A 1990 American Chamber of Commerce survey indicated
that 70 percent of the approximately 900 U.S. member
firms would be adversely affected and 50 percent would
consider reducing staff.
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CHINA'S EMIGRATION AND FOREIGN TRAVEL POLICIES

Emigration

—— China‘s relatively free emigration policies have continued
since the renewal of MFN status in 1990. In FY 1990,
16,751 U.S. immigrant visas were issued in the PRC. The
U.S. numerical limitation for immigrants from China was
fully met.

-~ The principal restraint on increased emigration continues
to be the capacity and willingness of other nations to
ahsorb Chinese immigrants, not Chinese policy.

Foreian Travel Polici

—— China continues to adhere to a relatively open foreign
travel policy. According to Chinese officials, 255,000
persons were issued passports for private travel of all
kinds in 1990, a more than three-fold increase from 1986.
U.S. diplomatic posts in China issued 60,687 nonimmigrant
visas in FY 1990. Last year, 33,800 nonimmigrant visas
were issued worldwide to Chinese students and tourists, a
19 percent increase over FY 1989 and an 84 percent increase
over FY 1988,

—— Chinese officials report that several thousand students
have returned from overseas for visits after June 1989 and
have been allowed to depart again under expedited
procedures. We cannot verify these figures, but we are not
aware of any cases in which Chinese living in the U.S. who
returned to China for visits after June 1989 were prevented
from leaving again.

-- Foreign travel officially sponsored by the Chinese
Government continued to decline in FY 1990, reflecting
econonic austerity measures and concern about extended
delays in the return of officially sponsored scholars to

China.

—— In February 1990, China issued a new directive requiring
recent college graduates and fourth-year undergraduates to
work for five years before applying for overseas study.
with some exceptions. This directive has undoubtedly
forced some students to defer their plans for overseas
study. However, its full impact is unclear since student
visa applications and issuances continue to increase.

—— We are aware of a small number of individuals who have had
difficulty in obtaining permission to travel abroad,
apparently because of the political activities of their
relatives in the U.S. We have discussed these cases with
Chinese authorities, who have indicated a willingness to
address the issue.



U.S.-CHINA TRADE AND INVESTMENT

U.S.-China Trade
($ billions)

1979* 1988 1985 1990

T l Tr 2.3 13.5 17.8 20.0
Expor 1.7 5.0 5.8 4.8
Impor 0.6 8.5 12.0 15.2

Tr B n 1.1 -3.5 -6.2 -10.4

* Last year before U.S.

($ millions)

granted MFN status to

19930
Cereals 512
Computers & Electric Products 860
Aircraft & Parts 749
Fertilizer 544
Chemicals 273
Prof. & Sci. Instruments 227
Iron & Steel 44
Cotton Yarn & Fabric 281
Electric Machinery 264
Plastics & Resins 166

hi X h
($ millions)

1990
Apparel 3,197
Toys, Games, Sporting Goods 2,139
Electric Machinery 1,926
Footwear 1,477
Travel Goods B74
Petroleum 661
Fish 396
Plastics 387
Iron & Steel 247
Furniture, Lamps, Bedding 276

%Chg 89-90
12
-17
27
-68

China.



1 hin mpor
Commodity MFN Tariff(%) Non—MFN Tariff(%)
Wheat 0 0
Aircraft & Parts 6 11
Fertilizers 30 40
Cotton 30 40
Rough Wood 3 8
Polycarboxylic Acids 15 29
Specialized Machinery 20 30
Selected U.S., Import Tariffs
Manufactured Articles 0-32 0-110
Apparel 0-34.6 25-90
Telecommunications 2.4-8.5 35
Footwear (0-48 10-84
Travel goods, handbags 4.6-20 35-90
Petroleum, oils $.105/bbl $.21/bbl

Sources of Foreign Investment in China, 1979-89

(Contracted value, $ billions)

National Total
Hong Kong, Macau
United States
Japan

Others

SECMEC 1692

1979-86

19.99
12.40
2.72
1.91
2.96

1987

4.32
2.36
0.36
0.39
1.21

1988

.19
.16
.38
.31
.27

OO B

1989
6.29

3.73

0.65
0.52
1.39

Cum.

36.80
22.66
4.11
3.18
6.84

on°
H

100.
6l.
il.

18.

h -1 N QO
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THE WHITE HOUSE

Office of the Press Secretacy
(Rennebunkpert, Haine)

for immediate Releago - May 47, 1351

REMARKS DY 7RE PRESIDEN? ~
IN COMMENCEMENT ADDRESS TO YALZ UNIVERSITY

Yale University Quadrangle
New Haven,; Ceanecticut

11258 A.H,

THE PRESIDENT: Thamk you very, very much. President

Schnidt and members of the faculty, aa8 the Yale ecommunity, fellows
of the Yale Coxporation, and espocially with congratulations to ny
fellow honorands == it {s an honer to be here today. Mayor Danlel:,
it’s nice to be back in the eity. Anc most impostantly, to the
- graduating students = congratulate sach and every one of you.,

(Applause.) May 1 single out Yale’s ppnd, They’ve aleaned up for
today, and thay’ve never been better under Hre. Tom Duffy. Thank you
air. (Applause.) And thank you for the warm weleome. 8! reo
prehensio en cand est nen oves sic vacio.: That means, 1f you’re
helding up the sign, you can’t threw €398, ({Laughter and applausa.’

1, remember my own commencemant. Like so many of my
classmates, 1’d come to Yale fresh from WAL == rond{ to make up for
"lost time." 1 remember our impatience and eur optimisgm, And we
tensed upcoming adventure. I imagine 4t's the same today for all of
you. 1t%s slmoget as if 1ife i about te begin == that is, if the
commencement speach evar ends, {Laughter,)

Pwanty=nine years 890, President Rennedy steecd right
here, and my dad was honored with hime Ané ho said) " nave the bep
of all worlds =~ g Yale degree and a Harvard ecucation.” (Laughter.

He had it weoeng. 1:’ve got the best of all worlds =~ a Yale educatic
. 4nd a Yale dagfee. (Applause,)

My day was no diffecrent. There’s an excitement i{n tha
alr, and Barbare and 2 spent a good part of ocur senier year thinking
about, literally, becoming farmers. He talkod about 1ife on tho la-
and rising early and vorking hard and raising a erep and a family,
And we looked into the finaneces of running a farm., In the end, we
decided against the whole idea,. Mo realizad that vhen it came to

Pige ana chickena and cattle Ot ¢orn, wa 2ian’t know the firss thing
about fazming.

80, of courso, thore was only one alternatives 1 want
vest and becams an oilman. (Ltaughter.) 7The days after =« the day -
the very day aftar the caremony 1ike this one, I traded tha familia:

surreundings of this beautiful 0ld eampus for the dust and grit and
searing heat of the Lone Star State, -

Cdessa, Texas, became my world. And yet far deyond 37
Hillhouse Avenue whore Borbata and T lived, or the Flatlends of ten:
Texas, change rocked the whole world in waga that would affect us al
for more tham 40 years. On June 20th, 1948 ~- my graduation day «-
the United Nations sent out ita firet peacekewping foree == 4§ men
from the United States and six other nations «= to bring the peemise
of peace to the Middle Rast, And on that day, the Soviot Union btric
to clamp down on the 2rge sectors of ferlin -« the Berlin dlockade
had begun., And eon that day, Congress, after an #ll-night ceasion,
pasged a bill to help the nations of werstorn Purope. That package
would become known, as we a1l know, as tho karshall Plan,

Today’e world =« your world e~ {g every bit as



--:oniahinq.' Back in my day, opportunity knocked. Ane yours == y
pager beeps, '

e have seen in two dhort Iaaru the ¢nd of a.lcng era
Cold nar and confliet. The Iron Curtain collapsed »= {t’s gone,
wall ie down. (Applause.) And with it the myth of an $0cology
called communism. ©On the barren ground that once saparated Sast »
Heet, the democratic i{dea sprouted anew.

e As a nation, we can take grest pride in this triumph.,
vindicates more than 40 years of American vigilance ~« 2 lesson
laarned on the battlefields of Turepe and the seas of the South
Pacific ~« that this nation ceuld no longer pursue a policy of
"splendid isolatien.® '

The damoaratie renaissance $n Central and tastern Lure
== gthe hlosseming of enmoe:acz here ia the Americasg == the emergin
consensus on the African Continent that democzacy is the road %o
'developnent == none of this would have taken place L{f Americs had
turned inwazd, away from the challengea of a nev world.

So today, as we seck to proucta froedom and ¢emacracy
human zights =« as we seek to strengthen stability within the
international community -= an America canfident enough %o engsge
world remaing our best hope for peace, sacurity and shered
.prosperity. (Applause.)

, Look in every corner of the ¢lobe and you will £iné th
the American exanple has conseguances.: When we reach out; we offe
moere then cars or grain or MTV. He exemplify an {deal ~=~ an {ceal
that cenquers circumstance and suspieion, that eon uers despots an
empowars pecple. Some argue that a netion as moral and Just ae cu
ahould not taint {tgelf by dealing with nations less moral, lass
Just. But this ccunsel offers up self-cightecuancaa draped in o

falee morality. You do not reform a world by ignoring it.
(Applause, ) :

Bast Asia {# a case in point:, Today, this dynamic reg
playe an important role in the vorl economy, As it has grown mor
prosperous, it has also grown meore free. Driven forward by tha
engine of economic growth and teade, especially with the U.8., Sou
Roresa and Taiwan have shed theise once authoritazian rule {(n favor
demecracy and freer trade.

This same approach guides ove poliey towarcs the Paopl
Rapublie of China, home to fully one~£ifth of the world's people.
China eagily can affest the nttblltt! of the Aslan=Dacifie rejion
and therefore, affact the entire worid®s peaca and prospaeity, 1
Chinese plax a central role in working to resolve the eonflict in
Cambedia and relax tansions on the Roxean Paninsula. China has 2
voice now in the multinmationsl organizations. And itz votes in :r
United Nations Security Couneil againet fraq’s brutal aggrenalon

helped ua forge the broad.coalition that brought us victery in the
Gulf. (aApplauge.) '

And aoc when we £ind oppertunities ts cooperate with
China, we will explore them. ¥hatt ‘problems arise with china’s
behavicer, we will taka appropriate action,.

After the tragedy of Yianannen, the United Statos was
first nation te condemn the use 0f violence against the peactfully
demonstrating people of Beiling. e were the first to guarantoe t
rights of Chinese students studying on compures across the couUnLTY
including here at Yale, (Appleuse.) - ‘

The United Statas was the f£izat nation to impose
S&RCLioNs =~ and we sre new the last, alona among the ‘lestern
democracies, to keep these original sanetions in place. At evary
high-levol eeeting with the Chinese government, U.8. offieials
teitarata our position en human tights violaticns.

Unfair trade {2 slgo high on'cﬁé'absnda. Just last
MORE e mdeaaiai aa
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month, wa aited China under the tride zules of a special 301 for
pirating U.S. copyrights and patents, And for the sake of natienal
security, ve will ban technologies and equipment te.any Chinese
company found to violate rules ocutlawing transfer of miss{le
technologles,

- Ke will continue to advance our interests and i{deals:
for free and fair trade == for broader demccratisetion -- for respact
for human sighta threughout China,

Let me be clear: AS & member of the United Nations, .
China is bound by the U.N. Declaration of Huwan Rights, He will hol¢
China to the obligations thet it has freely accepted.

And, finally, we continue urging China to exarcise
restraint in its veapona axports, Our recent experience with Irag
proves how dangercus the Jeadly tzade can be. And very soon, I will
announce significant new ateps thal we can take to control arma
exports to the entire Nicddle East, (Applauvse.) Bvery nation nust
play a part in this effort. That’s why we uzge the Chinese
government to abide by the letter and oglrlt.o! international
agresnmentz on missile tachnology tontrols == and to do what 141 othe:

nations have already donet sign the Nuclear Nenproliferation Treaty.
{Applauea.)

And.this i3 one vay that the United States can be a
catalyst 2oz positive change. This week, I will employ another by
proposing formally that MFN ttade stabus continue for China, This
policy has generated considerable econtrovazsy. Some critics have
said vevoke MPN, oz endanger it with sveeping conditions ea to -
¢ensure China, cut our ties and fsolate it, “e are told this ia a -
principled poliey, a moral thirng to do.

e This advite (s not nevw, 1It’s .not wise. It {8 not in th
best interests of our country, the United States. And in the end, i
spite of noble and best {ntentioens, it is not moeral.

Fizet, MFR {s spacial,* It fs not & favor. It is the
ordinary basis of trade worldwide., 8Second, MPN (s a means to bring
the influence of the outside worid to bear on China, Critics who
attack MFN today act as {2 the point i3 to gunish china == as if

hurting China’s economy will somehow help the causa of privatisation
and human rights.

The real point is to pursue a pollcz that has the bdest
chance of changing Chinese Behavior., 1If wo withdrew MPN or imposec
conditions that would maxe trade impossible, we would punish South
Chinas in particular, cuangdong Province == the very tegion where
free market feform and the ¢hillenge to central aythority are the
strongest. Right now, there’s an estimatod two million Chinass who
aze vorking, and proving that peivatisation can work =~ all {n South
China, Withdraw MFN and their joba would be in Jeopardy., 1iIn

addition, endangoring MPN would deal a body blew to Nong Rong ~~ the
bastion of freedom and free trade in the Par East,

But the most compalling reasen to renew MPN and remain
engaged i{n China is not economie, it’s not strategic, but mozal., It
is right to export the ideals of freedem ane democracy to China. It
is right to encourage Chinese students to core to tha United Statas,
and for talented American students o go to China.. it is wvrong to
fsclate Chine 12 we hope to infiuenee China. (Applause,)

Por two decades after the communists seized power in
1949, the estern world follewed a poliey of isolation toward China.
This period proved to be among the most brutal episcdes in Chinese
history == a nightmare of anguish and death and suffering that will
scar the soul of China for ¢escades :0 come. ‘ -

* not special.
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80 it comas down o the strength of our belief in the
power of tha democratic idea, 12 we pursue a policy that eultivates
contacts with the Chinece people, promotes commeree to our danefit,
we can help create a climate for demoeratic chango.

L No natton on Rarth has discoverad a way to import the
world’s goods and servicas =~ while stopping foreign iceas at the
border. Just as the democratic idea has transformed nations on every
continent == s0; L60, change will inevitably ceme to China.

This nation’s fereign policy has always bean mere than
simply an expression of American interests =~ it’s an extansion of
American iceals. This moeral éimension of American policy requires uy
te renaih active, engaged in the world., Many times, that means
trying to chart a moral course through & world of lesser avila,
That’s the real werld =-.not black and white. VYary fow moral
absolutes. Cnormous potential for error and emdarrassment. But all

:go part of the risks that we willingly take to advance the Amarican
eal. ' . ‘

gany times 4in the past 40 years, pscple have encouteged
us to adopt a pollcy of rightecus lsolationism e« but we renained
angaged, We cannot advance principles if we curl up into a defaensive
pall, e cannot transform a world if we hida from its unpleesant
realities. Me can advanca our cherished ideels only by extending our
hand, showing our best sides, sticking petiently to our valuws --
even {¢ wa tisk rejection,

Lock At the way American encouragemsnt and the Amarican
axample ~~ the power of the American example -- ie paying off in
taivan and Zorea. fe will have no laverage. We will not bo able %o
advance our cause or rasist zepression if we pull back and ceclare
that China 48 simply too impure a place for us, .We want to prowole
pesitive chango in the world through the force of our example == not
simply profoss our purity. We want to edvance the cause of freadon
-= not just snub nations that aren’t yet wholly free,

tet ma close today with some modest pleces of advice.
riret, undarstand that you often will confront moral ambiguity.
There will come tigad when you will have dt!:iculti distinguishing
between ¢ood guys and bad quye, Vhen these aituations arise,
{dentify your principles ond atiek by them. Stick by them even who
eople jear, when people urge you to £ind a quick and casy out.

Applause.) 1f you remain pationt and true to youraelf, you can’t
wreng. '

Second, remember that the corner of the world that

matters most is one right heze at home, the one you share with
friends and family.

And finally, your dostiny and the currents of hiastory
will most 1ikely intergect more than once. ¥You will have ample

opportunity to make your mark. And take care to make it ecount.

To all the graduates of the Clasa of ‘91 vho now isin -
as proud alumni of this graat Univerdity, congratuvlations, geoed v
to you, and rmay God blass the United States of America. {Applauvse

END 12:18 P.bM. &0
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SUMMARY OF PROPOSAL
CONGRESSMAN WILLIAM S. BROOMFIELD (R-MI)
FOR LEGISLATION ON U.S.-CHINA RELATIONS

Freestanding legislation, independent from renewal of
most-favored-nation (MFN) status, that could be put
forward at any time during the debate over MFN or
afterward;

Framework for addressing the major issues in U.S.-China
relations through legislation and further action by the
Administration;

A way to improve coordination between the Executive and
Legislative branches and enhance public understanding;

Main elements would include:

Statement of Congressiocnal findings on and purposes of
U.S. relations with China;

Establishment of a special Presidential commission, to
be comprised of leading Executive branch officials,
Congressmen and distinguished private citizens, that
would report its recommendations after nine months;

Review and consolidation of current political actions
against China and consideration of additional
measures;

Further steps on trade issues, including unfair trade
practices, structural issues, and export of
convict-made goods.



DRAFT
June 4, 1991

UNITED STATES RELATIONS
WITH THE PEOPLE’S REPUBLIC OF CHINA
ACT OF 1991

Title I -- Findings and Purposes

This title would lay out Congressional findings with respect
to China and the general purposes of U.S. policy toward China.
While recognizing the importance of normal relations between
China and the U.S., the findings and purposes would focus on
major issues of concern.

The main issues of concern include but are not limited to:
Failure of the Chinese government to account for the massacre at
Tiananmen Square in 1989 and its aftermath; the continuing
political repression in China; proliferation of sensitive
military technologies; unwillingness to cooperate fully in the
resolution of regional conflicts; reluctance to enter into
multilateral arrangements to resolve important political and
technological issues; limitation of U.S. participation in the
Chinese economy through import restrictions, investment obstacles
and misappropriation of intellectual property; and aspects of the
structure of the Chinese economy that unfairly subsidize exports
to the U.S.

Title II -- Special Commission on U.S. Relations with China

This title would establish a Special Commission on U.S.
Relations with China which would be intended to provide a means
to reduce the disagreements between the Executive and Legislative
branches of government on policy toward China and lay a basis for
national consensus on our relations with China. The Commission
would be appointed by the President, with appointees to be drawn
from the upper ranks of government, the Congress, and the private
sector.

With respect to Congressional appointees, the President would
be requested to consult with the Leadership of Congress in order
to identify two members from each house -- equally divided
between Democrats and Republicans -~ to be nominated. With
respect to private sector appointees, the President would be
directed to nominate persons of high reputation with special
expertise on U.S.-China relations, regardless of political party.
The President would be directed to consult with the Leadership of
Congress before making such appointments.



The Commission would be empowered to hold hearings and pursue
investigations, including if necessary travel to China and other
locations, and be given a small budget and the ability to request
assistance from federal agencies on a non-reimbursable basis. A
small staff would be created under the direct supervision of the
commission, through its Chairman (who would be one of the private
sector appointees).

The Commission would be requested to submit its report to the
President within 9 months. If the Commission deems it desirable,
the report could include recommendations for legislative as well
as executive action.

Title III -- Interim Political Actions by the United States

This title would include actions which could be taken by the
United States, outside the trade area, to influence the Chinese
government to address the major issues in U.S.-China relations.
These could include:

Review and consclidation of current U.S. sanctions,
including restrictions on transfer of U.S. technology,
official credits and U.S. support to multilateral bank
lending;

Legislative enactment of further sanctions, including
the recent Presidential actions to limit Chinese access
to satellite and cother technology;

Consideration of further U.S. actions in response to
human rights, proliferation and other political
concerns, including additional restrictions on exports
of munitions items in the event China continues to
transfer sensitive military technology to potential
troublespots.

Title IV -- Trade and Related Actions by the United States

This title would include new trade and related action by the
United States in response to economic and political developments

in China.

These could include:



Consideration of action under Section 301 of the Trade
Act or similar procedures in order to respond to unfair
trade practices, particularly in the area of import
controls and restrictions by China which affect U.S.
products and services;

Delineation of criteria for successful renewal of the
three-year trade agreement with China, required for
continuation of most-favored-nation status, to resolve
the issues of restrictions on U.S. exports, etc. as well
as subsidies and other aspects of the Chinese economy
which have also contributed to the recent trade
imbalance. (This agreement must be renewed in February
1992);

Consideration of action under Section 406 of the Trade
Act, related to special relief for market disruption by
imports from a communist country; and

Exploration of further investigatory and rulemaking
action by the Department of the Treasury and its
component agencies to improve the enforcement of U.S.
laws, such as Sec. 307 of the Tariff Act, which prohibit
the importation of convict-made goods.



SENATE RECORD VOTE ANALYSIS

101st Cog‘gress Vote No. 1 January 25, 1990, 2:31 p.m.

2d Sessiq'n * Page S-382 (Temp. Record)
A CHINESE STUDENTS/Veto

SUBJECT: The Emergency Chinese Adjustment of Status Facilitation Act of 1989 . . . H.R. 2712, Passage, upon

reconsideration, the objections of the President not withstanding.

ACTION: VETO SUSTAINED, 62-37

On July 31, 1989, the House passed H.R. 2712, the Emergency Chinese Adjustment of Status
Facilitation Act, by voice vote. The Senate amended and passed the bill by voice vote on August 4.
1989. Following conference, the House passed the conference report to H.R. 2712, 403-0, on November 19, 1989, and
the Senate passed the conference report by voice vote on November 20, 1989,

H.R. 2712 assists Chinese nationals in the United States by: (1) waiving the two-year home country residen.:
requirement for nationals of the People’s Republic of China in the United States on an exchange visitor (J) ‘1
(student, teacher, research); (2) continuing the legal status of nonimmigrant Chinese nationals lawfully in the Unite.
States as of June 5, 1989, for change of status purposes; (3) permitting Chinese nationals lawfully present in =

SYNOPSIS:

United States as of June 5, 1989, on (F), (J). or (M) visas (student, exchange visitor, vocational student) to work: -
(4) requiring the Atorney General to send explanatory notices of visa expirations (instead of deportation nouces:
Chinese aliens during the deferred departure period. As well, H.R. 2712, as amended, would allow Chinese natx.r
who fear persecution as a result of their opposition to Chinese policies of mandatory sterilization and/or abortior
be granted asylum in the United States.
On November 30, 1989, President Bush returned H.R. 2712 to the House of Representatives unsigned. Ir -
memorandurn of disapproval accompanying the bill, the President asserted the bill was unnecessary because he * .
already extended additional protection to Chinese nationals covered by the Attorney General’s June 6, 1989, - :-
deferring their enforced departure. Specifically, the President issued an executive order on November 30, 1989. -
waive the two year home country residence requirement until January 1, 1994; (2) assure continued lawful immigrat.
status for Chinese individuals who were lawfully in the United States on June 5, 1989; (3) authorize employmen:
Chinese nationals in the United States on June 5, 1989; and (4) send notice of expiration of nonimmigrant «is -
rather than institute deportation proceedings for individuals eligible for deferral of enforced departure «* -

(See other side)
YEAS (62) NAYS {(37) NOT VOTING (1)

Republicans Democrats Republicans Democrats Republicans (0) Democrats (1}
{8 or 13%) (34 or 100%) (37 or 82%) (0 or 0%}
Armstrong Adams Johnston Bond Lo - Breaux—4
Boschwitz Baucus Kennedy Burns Lugar
Cohen Bentsen Kerrey Chafee Mack —
Gorton Biden Kerry Coats ~~ McCain
Helms Bingaman  Kohl Cochran McClure EXPLANATION OF ABSENCE:
Kasten Boren Lautenberg D'Amato~" McConnell 1—Official Business
Pressler Bradley Leahy Danforth Murkowski 2—Necassarily Absent
Wilson Bryan Levin Dole Nickles 1—Tllness

Bumpers Lieberman Domenici Packwood 4—Other

Burdick Matsunaga Durenberger Roth

gsérd q P Mp{zel;gaum GGarn g_udman SYMBOLS:

nrad 7 Miku ramm impson —

Cransion ~  Mitchell Grassley =~ Specter A mounced Yea

Daschle Moynihan Hatch Stevens PY—Paired Yea '

DeConcini  Nunn Hatfield Symms ~ PN-—Paired Nay

Dixon Pell pa m@ Thurmond : ‘

Dodd Pryor HumMphrey Wallop

Exon eid Jeffords ‘Warner

Ford Riegle Kassebaum

Fowler Robb

Glenn Rockefeller

Gore Sanford

Graham Sarbanes

Harkin Sasser

Heflin Shelby

Hollings Simon

Inouye Wirth

Compiled and written by the staff of the Senate Republican Policy Committee
William L. Armstrong, Chairman
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nonimmigrant status has expired. As well, the President instructed the Immigration and Naturalization Service to grant
asylum to any person who feared persecution as a result of their opposition to mandatory government policies of
forced sterilizations and/or abortions. In addition, the President argued that the bill impeded his ability to conduct
foreign policy.

On January 24, 1990, the House voted, 39} to 25, to override the President’s veto,

NOTE: A yea vole was a vote to override the President’s veto; a nay vote was a vote to sustain the veto. A two-
thirds majority of those present and voting (66 in this case) is required 1o override a veto.

Those favoring the veto override contended:

President Bush’s veto of H.R. 2712 last November tarnished America’s proud history of support for human rights.
To remain true to that past, this Senate must pass H.R. 2712, the objections of the President notwithstanding,

June 4, 1989, was a day of shame in the history of China, when its government of old men slaughtered hundreds, if
not thousands, of young students peacefully advocating democracy. This barbaric act, condemned by all civilized
nations, was followed by wholesale arrests, imprisonments, and executions of Chinese youths whose only crime was to
have studied in America and to have brought back with them to their homeland our democratic ideals. As part of its
policy of terror and intimidation, China’'s government intimated that Chinese students who had to return home
following the expiration of their visas would be dealt with harshly. To obviate such punishment, last year the House
(by a vote of 403-0) and Senate (by voice vote) passed H.R. 2712, which exempted the 40,000 Chinese students
studying in the United States from returning to China.

This statutory protection, though, was capriciously eliminated by President Bush. Claiming that he would by
executive action waive the return-home obligation, and that he needed a free hand to conduct China policy, the
President returned H.R, 2712 to us unsigned.

To begin with, many question the President’s authority to declare such a change in immigration regulations, His
order provides no statutory legal protection for the Chinese students and can be revoked by the President at his
discretion. In addition, the President’s order may be open to court challenge, as it appears his action is inconsistent
with current immigration statutes. Only legisiative changes in present law would unquestionably allow these students to
remain in the United States.

As well, while the President argued that he needed to be free of Congressional interference in the conduct of his
China policy, his strategy since June 4, 1989, deserves our intense scrutiny. Merely a month after the Tianamen Square
murders, the President dispatched a secret mission to Peking to express the outrage of the United States at the action
of the Chinese government. This was to no effect; since July, 1989, the government of China has detained or arrested
more than 10,000 people, imprisoned more than 800 citizens for counterrevolutionary crimes, and executed up to 1,400
students and workers who participated in the democracy protests. In November, the President sent another delegation
to meet the Chinese and, while martial law had been recently lifted in Peking, the government promulgated harsh new
laws suppressing political dissent, combined the Peking police with several army units, and began a wholesale
"purification” campaign of the Chinese Communist party, aimed at identifying and punishing democracy advocates. In
he face of these facts, the President continues to insist that his policies are succeeding, and that Congressional
protection of Chinese students seriously threatens his policy.

We do not subscribe to the President’s point of view. While our relationship with China has always been
;omplicated, the President's veto called into question United States support for human rights, and was seen as a
sowardly kowtow to the butchers of Peking. We must not allow the Chinese government to believe that their brutal
actions of last June are in any way endorsed by the government of the United States, and we strongly urge our
solleagues to override the President’s veto, pass H.R. 2712, and restore the luster to our tarnished human rights legacy.

Those opposing the veto override contended:

We share the revuision and outrage of our colleagues over the deplorable behavior of the Chinese government last
June, when it sent tanks into Tianamen Square to kill peaceful students whose only offense was to demonstrate for
lemocracy. Such abhorrent behavior deserves the opprobrium of the world community. However, the Congress was
:arried away on an emotional tide last year when it passed H.R. 2712, and the President rightly vetoed the bill,

Uriquely qualified to judge the nuances of our relationship with China (George Bush served as America’s liaison to
China in 1975-76), the President believed that statutory protection would wreak havoc on the strategic U.S.-China
elationship (and according to the Chinese Foreign Ministry, the consequences of a veto override would be quite
rrave). Instead, to protect the Chinese students and uphold our historic advocacy of human rights, the President by
:xecutive action altered the immigration status, not only of these 40,000 Chinese citizens, but all Chinese nationals
:urtently in the United States who do not wish to return, protecting them for at least four years. Further, the President
1as promised, in his veto message, in communications with Senators, and in press conferences, that no Chinese student
wvill be sent back to China until the conditions in China change.

{
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Since the President has done more by executive action than H.R. 2712 ever could, why then are we considering an
override of the President’s veto? Those who advocate passing H.R. 2712 argue that the President’s China policy has
been unsuccessful. We do not share that view. By carefully preserving the fundamental elements of the U.S.-China
strategic relationship throughout the past several months, progress has been made in several areas. For example, China
has: assured the United States that it will refrain from selling missiles in the Middle East; lifted martial law in Peking;
released nearly 600 Chinese political prisoners; opened many previously sealed Catholic churches; taken an active and
flexible role in the negotiations over the future of Cambodia; initiated discussions on a renewal of Fulbright
fellowships and the operation of the Peace Corps in their country; and allowed over 7,000 new students to study in the
United States. While the Chinese situation remains unsatisfactory, it is clear that the careful and measured diplomacy
of President Bush has yielded progressive dividends.

With the President protecting all Chinese nationals in the United States, and the government of China relaxing its
grip, we can only conclude that those who wish to override the President’s veto are engaged in a crass partisan exercise
that fouls any legitimate differences Senators may have regarding the President’s foreign policy. It is no coincidence
that ail Democratic Senators support the override effort, that the Democratic leadership of both the House and the
Senate have criticized the President’s veto throughout the last two months {some using the pejorative term "kowtow
to describe the President’s actions), and that this override attempt was scheduled as the first item of business for .
Senate this year. We hope our colleagues will join us to reject this political exercise, support the President in - -
conduct of foreign policy, and resolve, in the future, to debate our differences on a more elevated plane free
partisan wrangling, We strongly urge all Senators to sustain the President’s veto of H.R, 2712,
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I6p4)TbeGmepmposalusmdﬁobeatuacﬁvetoDemocmtsbecause1trewvesﬂw "faimess” and "tax
thench"ismxsmatwmsomcessfuuyuwddmnghstywsbudgetdemmmwenmanyfacedmc
% -Presidéng:td-#cede to a tax increase, which led to a plumimet in the polls that some say only a war -
couldreverse
'I'liereisanoﬂncrmgtaxpmposal sponsoredbySenateFi‘nanceCommltteeChmrmanLloydBentsen
(D-TX), that seeks to make Individual Retirement Accounts more accessible by allowing everyone to .
mnmbuaugmszooommdonarswmemmmts.ThupmpovaedmelukewmsuppOrtof '
FedwdReserchodehahmanAhnGreenspanhﬁweehwhosmdltmbewwmmmcﬁdeof
increasing savings than to do nothing. But Greenspan wamed lawmakers against offsetting the IRA -
exvanﬁoncostbymmngmm,saymghxghermxesconldhaveadelemnoﬂseffectontheeconomy(see :

Rostenkowskiopposesany changes in the tax code, but he said he views the "smoke signals coming
i< from iy piffy’s camp withi -mixed emotions,” Rostenkowski' said there isho bigger proponent on Capitol = -
Hill of tax fajgness than himself. "No one believes more fervently than I do that middle-income Americans
nwdsomehelp Butlshmkuwouldbeapamcularlytoughselltoconvmcem;ddle—umne
taxpaymtha;ﬂwy’rebetﬁu'oﬁmthanSSOOcredlt,mtherthanaSZlOOpersonalexempum, he said,
refemngtotthorepmposal.
"Bmﬁ'ommyperspecuve,wagmgabattlcomtaxfaunessthmyeansnotwnﬂmuntsmks
RoﬂekaWSlu.sa;d.Henotedthechangestothetaxcodelastyear.especxauytheehmmanonofthe
*bubble” byxmpomnganqxphcn:i?!%mteonuppumcome:axpayers.l-lesmdthatthecreanonofthe o
bubblemtheﬁrstplace which he called "foolishness,” had to do "with playing politics with the tax code,
To my way of\thmkmg Iast year's agreement was an implicit renunciation of tax tinkering for political

TR e

.....

He said he is bothered by the "threat to tax stability a new tax bill promises, I've said many times
this year that 1 believe the American taxpayer needs a rest. I'l say it again. The practice of annually
mwnqnglhetaxcodcimposesamendousbmdenandmawsuemendnusmommy We should not
eugngcmpohmalmxwarshghﬂy, s

Rostehkéwskisaidhebelievesintahngacﬁonwiththeideaofgethngsomethmgaccomplmhed.l'mno
fanofsymboﬁbstands.Andﬁankly.l'mverydoubtfulﬂmamfmmesspackagewouldpassmeﬂouse
1taf ¢ muchlessgetﬂw?rwdentssxmune
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Buéh Sst He May Aﬁeept lraql Oli
As Partial War Reparation. F‘ayment ;
PresidmtBushIastweekmdwatedthathemayameptlnq;

- oilin liey of hard cash as a partigl payment for war reparations

thattheU.S ;smsisnnglraqpayimnsocmpaumofl(uwait
mmwmePas;mGulfwnr Whileﬂwmmsuaﬁons
posttion is still being worked out, the President did not dismiss
oumfhamikaq soffumpayzs%ofnsreparanonsinoﬂ,
Whena&ked:fhewouldacceptlmq'spaymgzs%nfm
repagations.in oil, the. President lagt week:said “T don’t have a
percentage in mind.” He spoke to reporters at the White House

- ﬂmﬂyafmherennnedfrom&pi&olﬂlﬂwhmhqauendeda
. mesting with Senate Republican leaders, :

“We' rewothngmtmmlmnimaﬁmposinmonthat."

‘ Bm&ﬂ;aid.ﬂea&edthatm“mmmmg isfull compliance with

resoliitions . , , that’s. the key.point.” This is being
htaprewdmmeanmmﬁmeUN.saysoﬂwomdbemwocpt-
ablefmmofwnencyforwarWﬂ:mﬂmU.S likely
would support it, The UN. mexpectedtoqkay!hepaymemof
Wwar. reparations partially in oil, although it was not known by

irieeing thes iy sibsequent efforts o the Senath s fefund
themmsinmgfmmqapa}mllm cut.would-he defeate
unless there overwhelminssupport-memﬂy
bMeVOM m@mﬂmmmm}s e I
Wm which was
:ﬁemﬂmwayz.pn f . '

B j [N il X

pmnﬁmeM&yZlhowgremamofmlwonldbeablewu ixpor

beuaedasreparaﬁons. melevelofwhichhasnotbeendedded.

Folw Benounm Brawn-Domeﬂlﬂ Budget
Amehdment ds Confei‘ees Yank it from BIll

, HouseSpeaker'IhomasFoley (D-WA)lastweekde-
fibtnced an améndment to the Senate budget reésolution pre-

cludinsﬁ’ﬁmemmpayfmmwmumtwn&m‘

msubseqqmﬂyremovedmmnse-sm@onfamlast

. viedk, 5 a°violation of the spirit of the five year budget

agréemént. T wmsualty hisrshi language during the actual nego-
ﬂaﬁmonﬂ:ebudgetbetwemtheHousemﬁmeSenm.me
Speekenimdeitclem'thathewas strongly opposéd to' the
mendment andwmtedwsee’htakenoutofﬂmmm
report, whidl was expected to be filed by the House Budget
Cotmmittee ofi May"Zl ‘with floor action anticipated as early,as

May 22, mSenamcoqualsotakeupmebudgetresolumnon

Mﬁy’&ifﬂ:eﬂougqmeslteaﬂgm'theday ‘The budget

_ resolution i§ non-binding and the President has no dirett role,

vetl neiihér thie pwer 10 approve nor veio, -
Mammdmmspmoredbyﬁm&mown(n-comﬂ
ﬂleranklngkepubncmontthudgetCmnmmeePete

mdlﬂ:inkftisabsolutelylmaocept

kaﬁlg.g'fhepmposaltotmuferewithasolemnlymdemken

Wmfmﬂammﬂquemonsrelaﬁng to the pay-as-you
; m_smn THE WHITE HOUSE - May 23,1991

me“lack ofalﬂsher mﬂmizatmnﬁusﬂ ;fgars
hﬁﬁe ﬁasimpbsed_ ahirmgu 8676, 8 3
poﬁciésforitsexpm ommotion sab“sgerices, Hardest
expecwdfo‘be‘theUS.Fou’eisn& mercial Servi
ment Adminigtration divisions wouldnla'p)gef eciad. ITA. -
pmomeldirecﬂyinvqlvedinmmmm' 1S, irade
W;woumgg;beaﬂ'ecwdmmeww. conling to an. ITA
sourpe, On May 9, Parren sent 8 memg (o, 1he heads of the,
sted divisions; outlining the siraaii noting that for-
1oughnoﬁcesmayhavgmbe¢euveredm?unew“;’ e
Mynoncemqnwdbefq-ethey c
wwf&ns;oanmformadITAmrga it {
TthAAvemdthlwidmIBuﬁlgu '
au:horizedsms-mmionformopmamm

Domeztici (R-NM), would have pré lawmakers fron it,tpeCmnmﬂcusemycmotwm 10f
mslngthéiwpayfmncw' ing on cntitlements, as the  miflion it Wag & ! "".hogmeyear,
Metagteetnmtcmﬂypeimits.lnstead.mdmgtoﬂw Seniate passed n May MM Ve
amen(ﬁnen:.aﬂulﬁtlm;pmdlngwmahavetobépddfor restored IT'Afunding, mmeﬂouaehasyettoapprwea
withofﬁetﬁngspaxdingcmhmﬂwmﬂdmentpmpms But  measure, mding 10 sources
memmdnwntwasdomnedﬁomme‘buweLSenateBudget ‘ B s cgbeepens B
Conniﬁttet@hmmlhnSasséf(Dﬂ'N)opposeditaﬂdwid
-Bmwnhewout&‘?vorkw‘hauitmnovedincmfe:enceoom- |n SWPHWM “P‘n WHFM‘H&U&G
miee, which be did. To Add $2bb-ﬁllllontoPlWl, D
Fa;eymmmlasrweekmmmmmewed Mammmmt%eksmve yttie Hovis
Brdwnmnmmasadlrectholaﬁonufﬁmspimofme lignt Pebi
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states funding for the line item at $200-million, Aspin’s amend-
ment joins nine other proposed modifications to the bill, ranging
froffi resforation of the Brilliant Pebbles space-based intercep-

gromtoteminaﬁdnofﬂxesmmganimﬂonaltogemer
1twas ctear &t press time which of thebe p ‘amend-
mmrswmﬂdgamrhempportofthel‘-louse, whlchvotesonthe
blif earty this’ week.

Reportedly Aspin offered the a.mgndmenz %’ respond to
ptb‘teatspfsmsuisporm and detractors alike wha criticized
ilie comnitiee® seaﬂiermovebecmzselthadtheeﬁecmfhllmg
meptbgramswhfchsupportmemorepopmargmund
dbferise i ‘addition to supporting Brilliant Pebbles, The
Administration had $1 61-b11honforphaseli‘nFY-
93, $659niltion 6F which was for Brilliant Pebbles. Aspin’s
mnendmmtremrek’jnst $200-mﬂhomothephaselcatcgory.
dfawing funds off éiher program élements to do so. The amount
reinstated into the program element may beé endugh 10 salvage
somesupporhngresem’chmddevelopmmtprogmms but
likely dolitfle 1o maintain Bri sbbles as the center-
f SDI, asﬂlgDefmeDept.
N 'IheTIOuseA‘rmedSexvioesbill auﬂmnm$266-bﬂhon
for SDI, granting thie Administration reéquest for $857.5-million

fortd&ﬁca!d“efensehutmovingitmtoaprop&cd separaie Armniy

i the Joint Tactical Missile Defenise Program, The
on hatgxw a total $5.15-billion for SDI;
cluding ﬂ:ndmg tiwcurrenﬂySDIOrgmlzanom-mn'Ihea
-te‘i‘ Misdile Defense nitiative.

The propom Aspin amendment maintains the earlier
k oquthosepmgrm which “have as
purpose ‘the support of the Brilh&nt Pebbles”

'?',ji:,lh'ogramswrranﬂyfundedund@rphasel‘mwhasme
gfbmfd based’ oatmospheric Intercepior (previously
as“HEDI")kovertomodwrprogmnelanmt.;uchas

mited’ prowcdon gystems.”
" Brllank Pbbles is the SDI Organization’s ceriterpiece for
its m:wly réviged girategic defense system, dabbed Global
ion Againstm'mited Strike (GPALS) sbi mnems
miitait tha the space-based in
against stritegic ballistic missile launchies in their boost phigse,
u%ﬂasagﬂmtmeambalﬁsﬁcmlssﬂeswiﬂlmgesoversoo-
600 miles. SDI chief Heniry Cooper last week said that the
Houie Aymied Services Commiitiée “took a meat axe to Brilliant
Pebﬁe&mdshppedahﬁfeinmebackofanyeffecﬁvegromd
babéd’ defefige” by ‘separating ‘strategic and theater defeise
fiinding, and by 2 the phase T program elément despite

fhnding ’undu' 'that ategory for mn-Space-based programs
Approprlators Expected to Follow |
quln;g Lead on Zoro.lng B-z Buy

rocuren ?‘,ffund“S.SOnroesonCapitolmusay,'lheA
ﬁonsConnnitteebggim its mark-upr.hlswnekandalthnugh

4

Orgmumuontomdvethemorewidt;ly'

will be effective

. . R - N N R - - .
there now appears to be substantial support for the B-2 among
Appropriations defense subcommittee members, it is doubtful
suchsupponw:l]mnslateintoaﬁna] compiittes Volg support-
ing an Administration request fot $2 46-billion in B-2 procure-
ment fiinds, the sources say. -

- Denial of B-2 procurement funds led the White House this
week to threaten to veto theDefenseAmhmmtimbill (see
related story). It is not known whether the President would
ulﬁmatquvetotheApmauonsmmebecauseoﬂmde-
quate B-2 funding, althoughatleastmeWh:teHousesource
said he would, -

Ifﬂxemm:mueevotewmtoprochwead@fenseappmma
tions bill affowing for new B-2:buys in FY-92, the measure
would result in-a direct conflict with the’ Armed Services
Comnuneebﬂlandwouldhkelyendupbemgmsolvedmme
House “behind closed doors,” one source said, '

“Idmtth:nkit‘svayﬁkelythattheappmpﬁaﬁonscmn
mxueezsgomgwdomethmgthansindirectoonﬂxctmmﬂw
armed services commitiee,” the source said. “It could happen,
mind you. Bus I don't think i will,”

Nevertheless, 4t léast a half dozen Appropriations defense
subcommittee members favor full funding for the B-2. Two

" more are undecided on the issue. The subcommittee’s apparent

support for B-2 leads some observers tobelieve there is a chance
the Appropriations Committee will go against the vote pro-
ducedby the Armed Services Committee; The anthorizers® vote
wasvsmpearheadedbylhecomnnqee schm:manRep Les Aspin
-

~ House Appropriations subcommittee members known to
be in favor of B-2 funding are: Norman Dicks (D-WA). Jerry
Lewis (R-CA), Bob Livingston (R-LA), Clarence Miller R-
OH), Charles Wilson (D-TX) and Biil Young (R-FL). Reps.
Iu!ian Dixon (D-CA) and Bill Hefner (D-NC) are still unde-
cldedonthzissne.aooordingma:desforbothmmbm
Subcommittee chairman John Murtha (D-PA) is believed io
support B-2, butaides for the congressman failed to respond this
weektomqmresseekingclanﬁcationonMurﬂmsposmm. ,

Known to solidly oppose B-2 are Reps. Les. AuCoin (D-
OR) and Martin Sabo (D-MN), _

chksisbusﬂywmhngwdrumupamdabaseofmppm
me-qunding among Appropriations Oommimemembm
accordmgtocongresmnalmsxdm The Oregon Democrat got
himselfinto* abitofu'oublewhAspmlastweek"whmhetold
repmasthatthcpowerﬁalArmedSemcesCommmeechair
manwasmmeuveringtorqachacomprpnuseplantomndsome
levelofB-zprocmemenulﬁsyear one source said.

Aspm smdesspentthelatterpmof!astweekandmuchof
rhlsweekdenymgthatthetrbosswaswavermghhislong -held
opposition to the B-2, Butdespitethosedemals.num&rmothm
somcesrepoﬂedthat&spmlsmdeedwillingtommpmmlseon
the issue this year if such a compromise will, in the words of one
oongresmonalobserver.“putanmdtomepmnial B-2debate
once and for all.”

Meanwhile, Pentagon sources say that should an Appro-
priations Committee vote result in a bill calling for appropria-
tion of B-2 procurement finds for FY-92, the Defense Dept.
would, in essence, ignore the authorization bifl. Whether fund-
lnglsauthorwedmanerslinletoDOlefundmsls.mfact.
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'IheOffioeofSecremryofDefemqv(OSD}hsbached
awayﬁomaplmwsetuptheSmeesnﬁﬁtarypers(mel
accounts as revolving funds, Defense Dept. sources say. The -

plan, first floated last December, was designed to make com-- -av

manders in the field more “cost conscious™ by giving them

Wmfmmmm!mmﬁem
clairing

say. nétmemiﬁm Services objected o the proposal,
it was not:

Tne“wmalisbasedmtthelmnmatmmm{ |
pmmelmpurckasedmdusad’byacuﬂomﬂmdthatthe, _
customer has feedon; to choose. This is not the case,” Aimy

UndmeJMﬂmonmhmdmams 21 memo o

qutynmmmnmqkmwmpum
nel coktssare tied 'to the Force Structure. which is centrally

derived frony smalysis of the threat and should not be subjected.

wmwmmmmuoﬂumﬁm-

functions,” he. wrote,- Shannon- giso noted that there is 1o

WWWWMW&
revolvingﬁmd, there are, however, plenty ¢ of“mdmm Tigks” |

if the system fafls.

Undertherevolvé@ﬁndmncept.acustomer--mthiscase :
Jthe milifary’ ~ pays for the gbeds and services it needs. By -
‘ ’oyDecember 1992.

* applying this concept to the military pérsonnel accounts, com-

manders “in the field"” would be responsible for detérmining .
'vCommuteemkeepmemnkpmdueﬂonmmumﬂm

whﬂpmomlmmeymded.nmmommdm
wouldhave tosetupapersonnel budget, OSD hoped they would
be more frugal with their spepding and not ask for. more
personnel than they could afford. But,as Shannon explained,
muimyfmmelsgrcmnﬁmdbythemiﬂmydmmm
after a lengthy thregt pnalysis.

Shammsoomenumasv?éﬂasmmmﬁomme.

other Services - wuedeliveredtoA;woodwhenOSDwsﬁll
seriously considering arevolying fund approach for the mi

personnel accounts. But 8 Feb. Zmano,;pprovedbyAtilood,"

whichmﬂinesasenesoﬂ}efenseManagmmtRepona)MR)
acuom.hldeSDwuswppins away from the original
plan to set up
. FY-93, “Nothing i this
levels where

‘opment,

mecunentMﬂi;mmewnelaccoummmbursablemPY-Q&
would establish these accounts as revolving finds; bbt would
make no changes totheappropmnondimbunonanhisnme

DOD mpdi&outﬂfatalthough;hemmcaﬂsfmﬁaking

the accounts revolving funds, without a charige i the actnal -
dxsuibnﬁonofmlhmpermm!fmﬂsmebudgedngm :
essentially remains the same. The wording inthe DMRdecision M
paper is intended \o got the. Services “thinking about” the |

mﬁmmomdmommasmolvmg ﬁxpds. smdonem'my
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 tank-targeted
etation, Block HI tank
gnﬂitarypersonnelrevolvingfundsbqginningin o
roposal would require chidfiges inthe
decmionsaremaie.mmhasrequinngoullowms',
each operating i 1o establish its personntl requireménts,“the
" Feb. 2 memo stiites. “Nothing in this proposal will negatethe :
' needmassignpersomelforuainmg.rotadw.ermdem

'ﬁtstlugenetal

Bmmcmmmaanmes;hat“ﬂ\palmaﬁvemldmahe; i

fo‘ha\re u
“cbnfiict, U. commdminiﬁanychmmd@loyﬂwm:but

.. TheFeb. Qmﬂnodoeademﬁmebmﬁnofmushm
themlitnrypersmnefmuntsasmolvlng,fnnds.whigh
‘suggests.the. idea is not dead, sources npte, i
mi}impermmelmmswrwolvmgfmd;mnmid&m
flexibility that a totally reimbursable, approach requires, . the

memo safes. “The revotving. fund approach will provide the
corpus 1o adjustto shortpun changes in requirements, and allow
the costs to using activities to be charged on the basis of an

average cost per individual and stabilized,” the memo notes.

“Hotnse Panel Urges Major Funding Bodst ™ -
. For U.8. Tank Development, Production
'IheHouseAxmedSmices CgmmiueeMw &mﬁwda
. - e de; ; mk

development, procurement m upgmdc awvork: m was re-
quested by the Administration, Gl A
mmwmmmwmmw
mpouthatbnymsdommwp-ofm-lim M1A2 tanks and
stwsﬁblyﬁwumdsdmmm tanks 10, M1A2
configaration wonld preserve thg U.S. tank industrigl basc and
boost UL.S, warfighting capabilities, Accerdingly, the Commit-
tec authorized $90-million to bulld ap additional 60 M1A2
tanksonwpdtheﬁlalreadyplnnnedfot by the
Army. TheCommiuwurgedtheAmytobudgetiuremammg ‘
r&dm&yfatﬁemmmmmbeginmmmcum

The additionsi M1AZ production is cavisioned by.the

1994 ‘hen the tank Jines shiould begin:delivering upgraded
‘M1A2s, which are tobe converted from the.curfent inventory of

- about:3,000 basic M1 tanks. For.that-upgrads program the
 committee set aside $64.4-million for development and $225-

‘millionin advanceprocurement funds, and it directed the Army

__toproeencbaumeofzownkupgradesmmly 88 5000 28

possible.. Pmtagonbudgetofﬁdalsqyemledhﬁnalmy _
toﬁmdmupgradeprogrmd;mtpeimmalne-

' fmequbudgetdeliberaumsandm:eadopieﬂwamlyall

mymwardthedevelopmmqfthenextgm-

'IheCmﬁnittee’adecisiontohnpmemeupgﬁde_ P‘W
‘ .yoﬂhe. tlmt

tional systetiis’ should be

‘wedipons efforts shmﬂdhesluwd."me(!muﬂdeedoumt
agiee withthe Amiy*s position 6 accept the near- and ntid term
rlhkofhavingmu,s tmkptodueﬁonbuef&wmeoﬁﬁbea

if future foreign military sales orders donm""lff"j ialize,
Theupgimdmemﬁuﬁwwﬁlmmdmeneed
{6d tanks, ‘the Comehittee argued. During the

later'decided to withdraw the older tanks in favor of the newer
M1A1 tanks. “This fact itself serves to myte those who would

argue that sn upgrade program should noj be pursued and
the Committee belief that the Army caot afford not

reinforces
_ tapmpeedmthupgmdmgmmvenmofolduMlsmmm



Budget Briefs ——————————————

have them rendered unusable in any future conﬂlct. the be put aside for M1 upgrades in the Senate, but the question of .
Committee said. © - how much funds has yet to be determined. But while it may

As part of its decision to significantly boost the currént appear that Congress claarly favors the M1 upgrades — it
domestic tank works programs, the Committee specifically appropriated funds in the last sessica for the current fiscal year
mgedﬂwamywkeepopmbeyondFY-gZafauhtymlchho forsuchupgrades——xtappemmscleanhmheﬂmmgonis
that makes dépleted uranium armor for new model tanks. ' misﬁngtaldngmoneyoutofoﬂmmmtypmmtopafmm

- Senate sources this week said they expect some funding to

L

GREENSPAN SAYS CREDIT CRUNGH MAY-HAVE BbTTOMED QUT ... begins on page one

House in crmcizmg the tight Iendmg policies of banks as largely responsible for the economic downturn
" that private-sector economists now say began in July. GreenspanspolnebefmetheSenate Finance
CommitteeMaylGataheahngontheUS saﬁrmgrateanﬁwheﬂlerexpandedIRAswﬂlhelp '

'l'l:ewuielyheldconclnaonthattherecesmonbmnmlﬂywasdmuﬁedbythewmuﬂomthm
week. Budget Director Richard Darman, while agreeing that the credit crunch is partially responsible for
the recession, said this ‘'week that it was Iraqi President Saddam Hussein’s Aug. 2 invasion of Kuwait-and
the resulting spike in oil prices that led to the recession. Darman also blamed the Fed’s tight monetary
policy as being partially responsible for the recession. He spoke May-19 on NBC’s-Meet the Press. . -
-~ Darman’s comments are important because the White- Hotise is trying fo portray' this recession as -
shorter and shallower than tlie- post-War II average of 11 months, Most economists now ‘agree the recession
could équal the post-War average in length, but iliey also agree with the White House-that it will be - - -
*shallow.” Democrats.ontheotherhand saytha:thxsrecessmn,bypost—Warsmndards msenons. o

WMIemdlcahnghnsbehefthattheuemonwomdmnendandthatbanksarehkelytobegmeasmg
credit availability, Greenspan also sent the markets downward by.indicating that it may be impossible to -
: keep worldwide interest rates low. Greenspanscommentsonthenearendtomemcemnmalsobemg .
: mwlptaedasanmdncanonthattheFedWNnOtmducemmstratesfnrmer abelxefthatsentbond
':pncesshuplydownwwdlastweek. '

' Regarding intctest rates, Greenspan said. there is noreasontheycan’tbekeptlow, buthetefusedw
say whether he would seek to lower them again t0 help in the economic recovety. It is widely believed
among economists that the Fed will not-lower interest rates further mainly because of exjlectations that a
softening of the credit crunch will lead to-economic’ recovery. Lowering interest rates during recovery
could ignite iiiflation. 'IheFedhasaslawd"pohcyoflrymgtokeepinﬂaﬁon low, wh:chlswhylthas
steadfastly refused to loosén its grip 6n thie money supply and cut interést rates.

" The Fed’s belief that the credit crunch; which banks say does not exist (Inside the White House, May
9pI),maybceasmg:sbasedonusnatmnalsummaryoftﬁeMay19913em0rLoanOfﬁcer0punon
- Survey on Banks’ Lending Practices, mleasedlastweek.Whﬂethesmdydoesnotseeanyewdenoeﬂm
bankshavelooseneduponmahngcreguavadabie the credit crwich appears to have Hit its trough, the
report says, because"banksmbalancemponedmcbangemthwwﬂhngnesswlendmmehstﬂnee
moaths, comparedwtthsomereducedwdlmgnessmlendmthetlueemonﬁasendmgmlate]anuary And,
the number of banks reparting tighter lending standards for approving loan applications for nonmerger-
related purposes wassubstanuallylower;hanmthemeymkenmlatelanuary 'I‘lusdropconunucsa _
dowatyend in the number of banks reporting tighter-standards,” the report states. . .

- The reduced evidence of further restrictions on lending _"may be related to the recent marked
- 'mprovememtm [the banks’] abihtytoralsécapml Wlthbanksharepncesupsmdwithspreadsofywlds
on bank debt over Treasury securities down, domestically chartu'ed banks have issued a large volume of
~ debt and equity thus far in 1991," the repart says.
And.s:gmﬁcantly,ofﬂmsebanksmat demportnghtenmgofcredltm May vumallynone
mentioned pressures on capital positions or deteriofating loan porifolios as a reason.” In earlier surveys,
numberofbankshadcntedthesefacmasmonvaungughtemng nccordmgtotlwreport. L

Evenlfthecredltcrlmchuendmgmdtherecoverybegms,lthkelywon'tbearobwonebecauw

* there are inadequate saving levels in theU.S., Greenspan said at the Finance Committee-hearing. "Put t
‘simply.umdequawdomesucmmgmmpmnngourmﬁmpmspectsfmmelungcrm. he said. While'
offering only lukewarm support for th¢ IRA expansion proposal, sponsored by Finance Committee Chairman
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' LbydBentsen(D-’l‘X)andWillmmRoth(R-DE) Gremspanmdumlghtbewmwmgovmm o
to somebow intervens-in the marketplace 10.encourage a higher level of savings, - r el o
- 'Isaymmmdxmnmognmmﬂuuheamxmwhvdofsavmgfamymymbmkﬁm
. . private preferences, asreﬂectedmthemarketplace.mwem,asasociety,wehawjnmem”_
) chaﬂymmemdm%mukﬁm&mghmbmdwsﬂmmhmmmmpﬂmaﬂh&mpf
saving. And, we would be well-advised to endeavor to redréss such: imbalances,” Gxamsgan,md.
Failure to save now limits "our ability to expand and upgrade our stock of capital,” Greenspan
_lsthemosttockmdﬂ:enewwchwhgxesembedded“dﬂnnnﬂangemamthﬂnquﬂnyof
/the 1abor forte, ultimately déterinine our overall praductive:capacity and the future standard of living of 5 <. .
our population,” he said. Greenspan said that, with the aging of the population, he "agrees that” it will be
m:ponéﬁttoprovideinmnﬁvéstobolsﬁerthesawngsme&tthebegmningofﬂwﬁstocrmry ‘WeWﬂl
havctosupplycapitalmvementindweaﬂypartofﬂmnextcmy Gmenspansald.“ﬁot S
vidgamdafdofﬁvmﬁformewmkers{bmwmmnmme]forthemﬁm Savings tbe‘

I i ’Lij:"'i .

It -

amh;yoffgmmestomﬁpmmenownmds Dotminkumshonmumvaummgs?hdeed,wo# Tt
Greenspansaid. . " Y e

Gremnmmmkheadeendom&emdedmAmptummmmm
He offered lukewarm support by saying that it is "probably worthi-a chance,” He said there was.po ECERR
WM@MWMWWMW@@WMBmmmM%
there afe no data to.suggest the opposite; "If you.look at the statistics, it is difficult to.say] wl;gtmﬂq
happen to savings if IRAS were expanded. It's probablywmﬂ:achammnif[thmm}uommﬁ
addition to savings [becguse] very limited damage would be done.” Hetﬂokmwmkh#ﬂid-hwawfrmn
more inclined to take changes, [to improve the savings rage] even though-{I'm] not analytically convinced. - . '
The evidence is inconclusive. Itmaqumonofwhetherouewantstonskmthudnecm.3.1fm
succeed, the payoffs are large."
Butheenspanwaﬂwdma;thenewbudgetiawwquiremeanmdaHngthatoffseubefb\m&%hy
forthemoneynwgowrﬁihemwonmmsebyexpandmgmm emmawdmwszs-bﬂn&uﬁvem
-maymmtemiyposiﬂvebéneﬁtsexpmdedmﬂseouldhavewmemmy "Tax increasss might be. -
pmposedmduﬂmquﬁmmgmsofﬂwstamtewhchnnghtbemunwtpromﬁve. Greenspanmtk‘:‘ﬁmﬁ :
. view ifidentives as beneficial, be careful you don’t take other actions that ‘are’ deleterious to thie’ ecomomy)® i<
. Wmmmmmmﬂw«wmmﬂmmmmmmmmm SRS
mxmcreases"l'mblasedwwmﬂcntsmspendmgmﬂmmanmmusesinm Greehsm’ﬂaid.

BUSH SAYS HE WILL OON“I‘INUE To PURSUE VETO STRATEGY " beglm on page*uni i

mmndhmmmMMMmMyhﬂwbyawmmmmw
mmwmammmmmmmmmmmmmmn-zswm
bombawhﬂemahngdeepcqtsmSmeefensespendmg(mrelmdmy) Lo

Bmhsaidﬂ:evetom,{ veryhnportant.Whenwe’reaminority,theonlywaywe’reM wjgﬁt
mmethlusdmeumbeﬁdownthebadldeasbeforewegetashdtﬂﬂiegoodlde&"ﬂushmadéfﬁih’
mmafksinmec:apm’lmmylsmawmmmwmgmmesw_mmmwmﬁ

1 know it's noteasy some‘hmesyoucan"tjoinus.butformemostpm,m’vcbeénvmmﬁabonﬁt.
deJusturgeyomsn'ongsupportforthlsvetosu'ategy Itstheonlywaywecangetdecemkepubﬁeﬁi
ideas” passed.

.. In support.of the veto strategy, SmOanamh(R-UT)hagdedmePremdemaleMWlthtbe o _
signatures of 35 senators (mostly Republicans) voWgtoﬁnpport’Bﬁsh iE'he vetoes; fs” SHE A
hgmiamﬂmtwoddpohmmemeofnlmmmnommmmwmmmms&. s
lmownas.the strilwbreakmg legxslmm.wasspommdby SemHowardMelzenbaum (D-O}l)@pdwgﬂ

ThemeeﬁngmthiawmakmmcalledtomBasthcdmnesmwxda wlnqhthePrmm;o}d
reporters at the top would dominate. Heclmsﬁsedh:scnucsforsaymgthe%nel{onse,hasnp
agenda."Igamckmdmofwopbmmwcdon'thaw;domsﬁcagmmﬁey’vewthgir

. eyes closed and they don't want to hear." ,BackattheWhmHouseaftermemaeung,BushmldW

that the transpertation and crime stratcgies were discussed. . . s
‘At thi& Capitol, mmdmmm:mmmWMa@mnfmbmp@f B
nmmneetodnrecttheCentralImemgenceAgency DolesmdmePrmdentexpressedhlsstromgsupponfét

ms‘iﬁzﬁi‘uﬁ'wmrﬁnoﬁsnf- May 23, 1991 - .



Gatosandasked&bcchubhcansmbackthenommanon.WMchDolesmdthcywould

Despite the President’s emphasis on the domestic agenda, international issues dominated, aceording to
sources.mrmgﬂ:e méeting, Bush discussed the "fast track™ legislation that precludes amendmentston-adc
treaties (i thiis case with Mexico) when they reach the Senate floor. The President also discussed -
renewmgmostﬁ'nrorednauonmdcmamsforChmaandtthowetUmonwwqucstforSleﬂhonm
amculuralcre&itswpmchasegmnfmmtheUS '

REPUBLICANS ENOOURAGE BUSH TO INVOI(E LINE-ITEM VETO TEST CONSTITUTIONALITY

AcoalmonofHouseandSenatcRopublwanslastweekmgedemdentBushtox,nvokcaline-mmveto '
to settle once and for all whether the Constitation implicitly grants this power to the President. The
White House has long majntained that the' President has implicit line-item veto authonty in the
Consumuon,acontcnuonDcmocratsmCongmsdupute Tthremdcnthasbecnstoadﬂybuﬂdmgacase .
forthehne-nemvctoandlastyearbeganmgmngbﬂlsm:olawwhile,atthesameunie,temnglawmakers .
whnchprov:slonhewouldnotfollowIndomgthlsﬂwPrcmdomhasbeeumvokmgadefactohncnem )

5*"’*‘etoandsotﬁ'cesexpcctmelssuotobechallengodmmeSummeCMOncemePrcmdm:refusesm
execuie a key portion of a law he has de facto line-item vetoed. -

But the Republican coalition, led by Sen. Bob Smith (R-NH) and Rep. TomCampbell(R—CA) lastweck
urged the President to-take a more direct route and veto line items specifically out of appropriations bills
whehtheyctosshtsdesk.Whﬂenotpomﬁngtoanyspocxﬁcpwceoflegmhuonforthetestease,the
mitﬂ-CampbcucoﬁlxﬁonlsseehngtopassaresoluuonmCongressthatwouldemthosuppmtof
tbelawmakcrsforsuchastep'I‘heresoluuonhkelywon’tpassbecauseofsu-ongopposmonfrom
Democrats, according to sources.

The most Jikely vehicle for line-item veto would be for Congress to pass an ommbus éontmumg

resoluuondesmcdtofundthegovmmcntforthccommgﬁscalyw rather than individyal - )
measures, according to sources.. The strategy. wiﬂolyexpecwdmtheWhneHousexsthat,

shouldﬁongrcssprcsenttlac?rwdemvnﬂxanommbusbﬂl 'he will ifem-veto an entire functional - =~
approprigtion thag should have been sent to him separately. The thinking behind this, atcording to sources,
mthatthoPrendentwmﬂdbeexmsmghmclearconsutunonalvcto authority by, technically vetoing one
single bill (that would have otherwise come to him under separate covcr) whilé invoking liné-item veto'by
removing the bill from the larger piece of legislation. ‘

"Clearly it was not the intent of the framers [of the Constitution] that Congress roll unrelated items
into a single, massive, take-it-or-leave it bill," said Campbell, who serves on ¢ho House Judiciary
Committee, “ButommbusporkbﬂlsareparforthecomsemCongresstoday

Smith and Campbell say Article L, sec. 7 of the Constitution grants line-item veto power to the .
President.*Claiise 3 of thé section says "every order, resolution or vote . . . shall be presented to the
President of the United States; and before the same shall take effect, shall be ‘approved by him . . . or
disapeoxed by him."

'I‘hxsclausc say Smlth and Campbell glves the President hnc-ucm veto authonty Wlutc House Counsel
C. BoydenGtayagmeswnth Smlﬂland(;'ampbell. Gray is the clucfarclutect ofmeWhnteHousesuatcgy '
desisnodtowmhne-uemvetofortledeent. , ‘

Demecrats say there is no line-item veto authority contamed in the Constitution, implicitly or
otherwise. They say the concept of line-item veto authonty is relatively new and was not contemplated by
the framers.

BUSH THREATENS TO VETO DOD AUTHORIZATION BILL OVER B-2, SPACE DEFENSE CUTS

PresldentBusk*th:swoekttucntenedtoVeto the Defense authorization bill ‘over cuts made by the -

House in the ‘controversial B-2 *Stealth” bomber and in the Strategic Defense Initiative programs. The -

threat came days after the President informed the Senate Republican Leadership that he would continve to

pursue an aggressive veto strategy aimed ‘at defcaung nnnanves”by Domocrats ‘with which the White House

and GOP do not agree (see relatéd story).
mpfeﬂdmﬂsvetomanlsocameonmeheelsofasimxlarthrea:bybcfenseSecremrmek

Chendy, Who told CNN's Evans & Novak May 18 that the B-2 bomber and the SDI are "sbsofutely vital”

defensc ;ystemstotheAdmmmuonsdefense strategy. And:fthebﬂltheﬁnally is approved by the

ggm ﬁbes not contain the B-2"and adequate t'\mdmg for the SDI, I w1ll recommend a veto,” Cheney
said.’ .

 continued on next page.
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*“for the war, according w scurces. Defense Comptroller Sean O'Keefe last week denied this during'a™ ™

- Head&dthat,nlﬁmately.theAdm:mstraﬁonwouldhke?SB-Zs,mmmm&mm@tfm
inthaFY-92budgex.WhenashedxfhewouldcompmmzseonuwﬁB-Z&Cheueyhedged."rb&ﬂm’t%ﬁt
mfowplosewhatulumatclyisgomgmmmeomofmemlaﬁvepmButiftkcﬁinismtﬁn
our strategic systems, the B-2 and SDI, I will recommend a Veto." Ak

The Wiiité House, in a statement of policy cortaining the veto threat, said this week that the bill T
contains a numbuofobpcumableprovmoﬂsﬁﬂwmﬂdmuelymmpwmﬂwmmm's TR
national deferise objectives. Of "particilar concern” to the White House is the. fact that the Jouse
legislation seeks to: 1. mmmwmmmodesmmmamm
demmmmmzmﬁmmammm
uyemmﬁmmﬁmﬁonsmmm&ngmmmmm the. .
cormnerstone of the President's revamped SDI program; 3. fmdumequeaodoripwpmmypmmmh o
as the V-22 [tilt rotor "Osprey”] aircraft; and 4. hmlt’piannedmminmml‘{mﬂmm o0
ﬁxebswhwhwmndcausembalancesmthetotalforccsmcm” T S Y st

. TheWhiteHouseplanstoworkmththeSemu,whiehmconsideredmbelﬂbhmpaﬁfﬁé‘ﬁiﬁe
Administration’s defense program, when it readiés its legistation for passage in July, ace & Soinfbs.
ItumtcmmwheﬂmMSenatewﬂanaulyagmewhh'mePremdentsdefensepm themis T
-opposition to the B-2 and the SDI in the Senate, though Armed Services Committee Tnan FSam Nunh's
(D-GA)thmhnglsmumaemhnemmmemntsmanwiﬂle‘smmpﬁmmﬁom
Rep. Les Aspin (D-WI). If the Senate agrees with the President aid opposestheé House, thert Likely will b
ammd:spuwbetweenfﬁetwochambuswhenmeymeetfwconfmmbmdieroutamw&ll
smneumeth:ssumnm

Cheﬂey said he ultimately expected lawmnkm to be more sympnm tn anh'a defem bndw;ﬁw
FY-92, following the remendous success of the Persian Gulf war. mmw;nemmym
-, ‘expegted to get a “bump” out of the Gulf war from a Congress that may have édxfferematumde o

about anti-missile defense, Cheney said, "I would think so. Iﬁndxtmdiﬂcuk understind why iy
former colleagues, in Congress, some of them, ‘feel that we don't need balfistic missile defeum.’smﬂim’
ampeophupmuewhohonealybahewnsammhfmmmdevdoﬁmmmmmBni
_aﬁaryouwamhedtheScudsﬂymTelAvwandeyadh.Iﬁndﬂm mj ﬁ

.'_; Ut

_ mmmmmmmmammmmmwmmcmm tnxpayetsany
niorethantheSIS-bﬂhonCongmsshasalreﬁvappmpnawd,wﬁnWthé%ihusamﬁnmmbe
mmspmmme&wumﬁngmemﬂwwmmqnhemnmmngﬁm ooy
Whﬂ&cmg&hnﬂmm&uyﬁe%nmnﬁmm&ﬁ&mme&cmmmcywmmm o
'mkou:mm;almmmeus taxpayer, there rémains a dispate-of betweed $20- and $30-billion oni-=
what the ultimaté cost of the war will be, mmmmmmmumummmmﬁM”‘*
and GAO pumngthecostatsdlo-hilhou (Inside the White House, May 16, pl), =~ e O 3

Insw:delybehevedonCaptwlmllmatmeWhi‘ﬁeHousels‘hghbalhng themulwareosﬁn‘d””‘
effort o avoid the appearance that the U.S. mmﬁﬁnghmymy&omdﬂaﬂhdpledgwwﬁppﬂn

hearing before the Hoise BudgetCommmeemwhlchthedimpancYbetweenthe "s‘m&
GAQ’smmwmﬁgmmwm&nmmmﬁymeA&mmﬁmmhm iﬁﬁ*
mﬁmmtﬁewplacememmofﬂlweaponsexpmﬁeddmngmewwmﬂﬂb&m

intention of replacing them. Thememnondounotd&nyﬂnschuy,mﬂnmesuﬁé&yﬁg‘Mwn
even:fnorcplacementisplmned.avaluehaswbepmonthehardmmdewrmmwhnﬂnewm
the U.S.

nuammmmmmmwmyuuuﬁngmmmmmmmummm iillu
or creating the fmpression’ that the U.S. wouldpmﬁtﬂ'omtheconﬂict.mdmgmaomnﬁitm Hoi
clear that-the White House’s figures, which are not final, tend to be-on the high side with an eye taward -
mmsmmMpmofwMWMMMMmmmmmmmm e
mmmmmumemmmmwmmmmmmwmw&wmﬂww
pbdges:fuapp&usﬂiﬁ!mewarmﬂnotcoﬂwbattheﬂ.s.Otmaﬂypmjeowd.ButheWQmm o
pomtoutmatthmwasnotafacmrmdevelopmgthecostesnmm A

TmmnmgmmdmomaMmagemem&BmdeyMﬂwMMMotm
war from August 1990 through March 31, 1991 wSSé.l-bﬂlion.butO'Keefapmnwdmnmsheu "W ...
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pamal and;mellmmary 'Ihey do not mclude such items as total costs of eqmpmemrepalr rehabilitation,
andmamenmcausedbyhnghopmnngmesandcmnbatmessmyalsodonotmcludemetotalcosts
ofphasedownofopuanonsandrcmofdeployedfmces.l?mﬂm certain long-term bedefit and disability
costshavenotbeenreﬂectedmtheesumates.CoststhmughMmch.pluscostsnotyetrepmed.are
expected to zesull in total incremental costs of $60-billion or more,” O'Keefe said.

One of the unknowns invelves removing équipment from the Guif theater, O’Keefe saxd. *This task is
prcmngtobeshwmdmmuﬁdvedmanwmmyhaveemmgmpsandpmm :
longer than onloading, ‘even without the added requirement of thoroughly cleaning and inspecting
everything.” Atiotier unknown cost is for U.S. personnet required to support the cquipment removal and
for other tasks.. "It is uncertain. how many persorinel will be needed. As of May 14, 128,000 U.S. military
personnel wert in the CENTCOM [Central Command] area of responsibility (as distinguished from the -
European Command’s area in eastern Turkey and northem Irag). Over 413,000 troops have redeployed from -
the Gulf war -- which is over 76% of the total force there during the war,” O'Keefe said.
Alsonotyetftﬂlyreportedare "certain special pay, benefits and veterans costs. . . . The dollar
amounts of these are. relatively low, but they reflect our nation”s gmutude to xts umformed men and
women. and their families,” O'Keefe said, - ‘
Thegostsdwulyrcpomdmchdemesﬂma&fmmosthssesofmlm"endawms(mﬁ.tanks
etc)" O'Keefemmem.decmmmmphcmgmmmjmbmhavemmbeenmpm
Addxumﬂy.tbueusuﬂamatdealofmmemgomgoutodetermmetheacmalconsumpuonor
degreeofdamagetosupporteqmpment,mumnons,andoﬂlentems.Muchoftmslsbemgdmwatthe
deployment ports. Wealsomamlyzmgmemagmmdeofmewmandtearonma]oreqmpmentto -
determine’ what refurbishment may be necessary. Souwﬂlbeawhilebofaewehwwallﬂiempalm.
mhahhmﬁﬁmarmochngmmbemqmmdasaresukofﬁulfopemmns

GAO saysthat.onbalance, most, ofthecostsreported by OMB thus far appeartobe “reasonable, but
wehehavcﬂlatthccsummoffummmmmpportedandappwsmgh. " according to Assistant”
Cmmﬂm&wﬂ(mumﬂmmq&mmﬁmﬂaﬂ’ans)&ankcm "More importantly, we
believe that incremental funding requirements will be substantially less than OMB's cost estimate, and that -
H&lhcmmmulfun&ngmedsmbefuﬂyﬁmedﬂuoughdhedmﬁbuﬁmwmem ’
Cooperation Account,” a statement the White House disputes.

DOD estimates the cost for a three-month post-combat period redeployment will be $12.2-billion,
according to GAO. The remaining cost of at least $16.2-billion is primarily due to the cost of equipment

refurbishment - "We have not had an opportunity %o evaluate DOD’s $12.2-billion' estimate for the three-
monthpost-cmnbatpenodmdmdeploymennbmhaveseennoewdencewd:sputem Conahan said.

"mmwsmmrwmmmhmmm aecordmg:oConahan."DODhasnot
yetdevcmelanemawﬁordlemqoatyofthmcmlnaddlm the residual cost appears high
becauns some, funds are already available for equipment refurbishment,” GAO says, noting that the FY-91
defense. budget.includes $8.4-billion for depot maintenance, which fund the overhaul, repair, and
mmwmmmmmmmmmmmpmmmmw@mfmm
of DOD, gwenthelargevolumeofeqmpmentdeployedtotherianGulf it is reasonable to assume that
a portion of these funds would have been available for refurbishing this equipment,” Conahan said.

'RnﬂnmmDOD‘spoﬁmbuphudownmnmmmhdesmmﬂhmfmaneqmpmmtm
bemspecmdandﬁ:llyrepanedmgm—theawrspmem Consequently, while the final cost of
equipment tepaic.and maintenance remains unknown at this time, webehevethemcmmenmlcostconldbe
logs than $16.2-billion," according to Cobanan. . .

'ﬁmﬂy.ﬂﬂwughmaemyuadmumﬂcmmemyummmmmmmmbudgetm
becaus&ofmebuﬂdupofmvmmsmatwmnmmededasaresmofmewarsﬂmdmﬁm. :
Conahan said. - . . o ‘ .

F‘g below QM_Bi ﬂﬂ‘ﬁ
AQ SAYS TOTAL WAR FUNDING REQUIREMENTS WILL BE SSG-BILLION FOR FY-91

mGawralAccomungOfﬂceMWukmidnexpwmwm!ﬁMngmqmmmfmmePadm
Gulf war will be $33-billion in FY-91; a figure that is far below the $50- to $60-billion the Office of
Mmagemant&l!udgeesayswmum&dfaﬂwyearThemmlcostot‘thcwar,mcludmgmoney _
expended in FY<90, isexpecwdbymewmﬂowmwpmmﬂo-bﬂhon aﬁgxreGAOsayslikely
will only be about $42-billion, .
w mmﬁmmmemawshmledwchugmon&pmlmnmmwmeﬂomm
overstating the true cost of the ‘war in an effort to make sure that none of the allied contributions
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(pledgedatSS%S-bﬂiou,wuhSB&bﬂhonalreadymeived)wouldhavembereunned.l.awmakcmalso SR
chargemeWb:mHousewuhmﬂaungmeﬁgmestoavoidtheappenmmemmeUS mmﬁwm
mewar.acharge:thhxteHousedmm.

GAO ealis mbﬂnmud”mmdmﬁmammwﬁlmﬁmqwmmdbym;
OfﬁceofManagement&BudgetandmeDcfemeDemeMnmnmo.mousb,GAOanan L
*important distinction needs to be'made betweer costs and funding aceds,” apeeudmgmm
Compuoﬁerﬁam(momlmmty&mmnﬁmalaﬁmm)mnkcmm d, before. H =
House Budget Coirimitiee on'the issuc on May 15. "Funding represonts outlays that the Uni Sméswﬂlj,_‘;_l
ultimately be required to make, Wﬁomfundsodnmbmﬁbymealhesm&mnihcm N
authority provided by Congress.” -
ItmnotexpecwdmattheMnteHousemnseekwwcmmwtegngmmme
$15bnllxonuglreadyhasgmnforthewarbecspseoﬂhcexpectamthatﬂwhon'sshare $54.5-billion,
wﬂlcomeﬁaomttwaﬂ;es.bnsedonthemgpledges.sml GAOsaysthatmeennreSISbmfmmayﬂothave
tobespembythezzmagononexpmsesrelawﬁtothewarbecausemuchofme_' *enta!:eadi
empendedmunotberephcedmdthmwasammpupmpmducdonofcm“ equi
thatwasmpecwdtobeusedbutnevetwas S
Admmisuammmatesfortbe,;ncmmenwloostspfﬂ38-hm1&nimlu& actual
value of assi -and tex
Conahmm}hdeﬁnedanuclpmdcxpmdlwasas wlacomemof pipmeén
dmnwmofkeﬁymﬂeﬂmmmmofmﬁim Oith _
mm:mwmmymmmmowpmhmDODmymmmmm o
"~ 'GAO says the ineremnhl l’nndmg reqmrements for FY-M will be mmuaon. mm mpmion
Omnsexpecnng’I‘hes438-bill:on(mmasprojecunguonwpofthemmmm}humnmdw e
" expended in the first part of the war, which'comes to mare than $56-billion. But OMR is alsq saying that .«
other "unknowns” wmmxymmmwommn,mmwmmmcmnm
recently stating the numbet could bé 'as high as $70-billion.: :
ThmamﬂueereasonstorthedﬁcrepaneybemeenOMBmﬁGAOontbeF\!-alnumbersr(S43,8~
billion vs. $33-billion). These involve money thatGAObelmuwasexpeudedeY—%malmdyM
"~ for, but which OMBﬁ'dOublecounnng“aspaﬂofFY»Bl’expendmm Om:repmxmlﬁesﬂ%
costs of $3.3-billion, which have alrcady been funded.”” i e

_ Asecondreasonhthat"OManmgcostesﬁmamruherﬂmnactnnlcosm.Us’insDOD'
obhganomdam”gnmmofmmﬂmswmggesmmhmmcms@aablybwmms
reported costs.” For example, DOD reparted obligations for the first quarter of FY-91 ofsss-bmioﬁf&'
mmmmommmmmmefwo-mnmmmﬂmwummwm ,
difference is mmmgwmmobkgauombwamcommcmudwvﬂmofmmmm-ﬁhﬂ ed
by our allies, which do. not require DOD to. obligate funds since they are received free,” éonalunsﬁid.ln
the first.quarter of FY-91, OMB reported assistance-in-kind of Sl-ibﬂhon.aboutﬁ% ofmeduguwdwr-
billion. Regarding, the rest, wehavebeenamempﬂngwcmiateobhganommdmpmdcoststobeﬂu’
mmdersmndﬂwbdanccofﬂlechspantybcmeenthetwo.however todateDODhasnotpmwdedmw:di
a reconciliation,” o
- mmxrdremnthambhgamnsarelowerﬂmcoqmsthat anﬁclpmdexpeﬁdmlres,wﬁchm
mcludedmOMBsmpons,domtresuILmDOD' _'telyobliganngfnndsandmayneve}‘m
the obligation of funds,” Wmd-hmpk.mmmﬁm reported procyrement
costs of $6.9-billion for the first five months of FY-91. "Thlsamountmcludedﬂ.zbﬂhmuo ﬂle
' mammqmtmmmmmwm.mqummmtlmmhmwd
mmmmscmmmwmm«ummmmmmmmm
mcmxtsevualyw&‘itmnybemwmywmpmmyedeqmpmm Conehansmd. :

GAO believes that the reporting of anticipated expend!gn'&s.iuelnding coimbat. loqqq, " accouiits for the
mmﬂmwwwmmmmmmmmmmn'stMMgmmD"“ :
originally. estimated procurement needs of $6.4-billion in FY-91, butnrevmdth:sﬁsmdgwﬂqm
biltion following the war's: rapid conclusion.” But, DODY's reviged estimgge is "$4-billion less than OME’s
mwdmmhchmgm&umyof&empmdmmmmmedapm&mﬁmmym
‘result in the obligation of funds.” - - o ‘ L

Ay
. -

Lo
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HOUSE PANEL SAYS WAR REVEALED SHORTCOMINGS IN TACTICAL INTELLIGENCE SUPPORT

Operations Desert Shield and Desert Storm revealed significant shoricomings in USS. tactical ~  — ~
intelligence support and the subsequent need for better intelligence collection capabilities, according to the -
House Armed Services Committee’s FY-92 defense authorization report. Accordingly, the committee o .
authorized-millions of dollars in-its version of the FY-92 defenso spending bill (0 obiain. lighter and more

The comuiitee noted that during Operation Desert Shicld/Desert Storm, the Services were competing
for "limitéd trénsportation means,” The first concem was to bring as much combat power inta the theater
as quickly as possible. "These forces, however, did not have, for the-most part, exploitation systems that
were easily transportable,” the comtiittee’s report noted: “Moreover, to be effective, these forces must be

by theater airbomne intelligence collection assets” such as reconnaissance aircraft and requisite
communications to provide direct support to the. commander.” : o

The committee said one of the clear "lessons learned” from Desert Shield and Desert Storm is that
there is a significant requirement for a varioty of wide area imagery intelligence, or IMINT, "It is clsar
that imagery suppost during Operation Desert Shield/Desert Storm struggled to meet these requirements,”
the committee’s FY-92 report states. The committee approved the FY-92 bill on May8. ~ ~ °

To help resolve the IMINT problems, the committce is recommending the acceleration of the Follow-On
Tactical Reconnaissance System (FOTRS), which includes the development of the reconnaissance variants of
the F/A-18 and the F-16, the’ Advanced Tactical Air Reconnaissance Sysiem (ATARS), and the Joint -
Services Imagery Prox g System (JSIPS). The comunittes is calling for $20-million for the addition of a
"reconnaissance strip® and Radar Beacon Forward Air Controfler (RABFAC) capability 1o the radar upgrade
of the F/A-18 fighter. Another $9.2-million should be added for the integration of a similar reconnaissance -
strip mode and an clectro-optical long-range oblique photography system into ATARS, the committee said. -

‘Roughly $20-million should be added to the F-16 program for the long-lead development and long-lead
procurément of software, pod design and electronic control system specifications, the FY-92 report states.
The addition of these funds is expected to help accelerate delivery .of the first F-16 reconnaissance variant
-- the RF:16 — by one year as well as'provide for risk reduction and schedule protection. .

"As cumently programmed the imagery taken by an RF-16-18 can only be down-linked to a receiver
thatism‘me'vicinityoﬁmemmaiswweakmﬁ.'ﬂwmfsrepmm&“Duel.otheoperaling'-' .
characteristics Of a- manned penetrating reconnaissance aircraft, this often requires that databe .-
temporarily stored-on the -aircraft uatil the aircraft returns to.the, vicinity of a receiver. This time delay
reduces the tactical utility of the data." To improve this sitwation, the committee is calling for the
addition of J$15-I_r_1ill_i0n to the ATARS program for the development of an airbome relay capability to allow

imagery being taken by an F-16/18 or mediuiti-range urimanned gerial vehicle to be transmitted immediately
o a relay gircraft and then to any unit that is in the “footrint” of the relay aircraft, the House Armed - -

Services Comuiittee said.

. The, commitee said it is concarned with JSIPS, which was instituted in 1986 as a joint effort with the -
Air Force as the lead Service. While the program was intended w consolidate separats imagery processing
systems, “each Service, however, is buying a different set of capabilities that are tailored to its mission
requirements, are packaged differently, and have no single design meeiing the needs of joint operations.”
But the committee said the capabilities of these various systems can be combined: without a major
redesign and, given the advances in technology since the inception of the program, they can also bg
downsized. .. : )
: To consalidate JSIPS, the committee is recommending the addition of $25-miillion for the development
of a common syntheti¢ aperture radsr processor and another $4-million for the development and
procuréfiient of an interface for national sensors that cati‘bé infégratsd into existing processing © -
In.its FY-92 report, the committee notes the intelligence support. shortcomings are. especially troubling
due to the fact the.U.S. had the “luxury of time - from August until Jannary -- 10 prepare for o
. hostilities.” In a futre crisis, the commitiee said, this may not be the case. The Air Force concededina
" rocent white' pagt that “tactical intelligence sapport was not always timely" during the Persian Gulf war
and is an aréa where the Service needs fo make improvements. - h :

The comihitee aiso scolded the Administration for devoting so much of the intelligence community's
time on thé Soviet Union. “Pfior to August 2, 1990, data bases on Ireq were less than complets,” the
luxwyofconcenuaﬁngsommhofowmteuigememmmoesmmeposm'bleadversary." :
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On Capitol Hill

- Senate Democrats Split on Fuel Economy,
Suggesting Floor Fight, Sources Say
A group of Senate Democrats are pushing to bring an
aggressive automebile fuel efficiency bill to the floor, an effort
that threatens a bipastisan effort to attach new fuel standards to
nationalenetgy sieategy legisiation, congressional sources say.

‘The'move by eight senators goes directly against the wishesof -
‘Sen. Bexmett Johmston (D-LA), chairman of the Senate Energy

& Niitural Resources Committee and headt of the Democratic
'energy tisk force, say congressional sources, who add that the

mowﬂwsmamghﬂwﬁgln“whmﬁwlmﬂeghh _

ﬂmgmmﬂw&mﬁm c
Ihemvewwmsm;ﬁuoﬁmdbymmchm
Bryma)-N\!)mqumsuingmnewootpntmﬁvmgefuel

-ccongmy (CAFE) standands, comes:at & timé when the Senate -
. “Enesgy Commitioe is indrking up a bipdrtisan comprehensive
" extergy policy bill,~8:341, proposed by Jokinston -and 'Sen.

Malcolm Wallop (R-WY), Provisions in that bill séek to im-
“prove energy efficiency in federal facilitles; increase explora-
tien and production of domestic.oil, promote the use of alterna-
- tive fuels in automobiles, and improve efficiency in passenger
cars ‘and trucks. A Senste seurce says Johnston wants fuel
economy standards to be part of hisenergy bill,‘and feels that if
-8:279 is considesed by the Senate before his bill, be could lose
tbempp&iofpo-CAFEDmcmuwhohaveomwhh
W:necﬁmsds.%l '

i ’I‘heeishtmmallmmbmoftbcmm
Tmmmwmwmmwm
S.279 in a recent letter to Senate Majority Leader George
-Mitchell {D-ME). They maintain’ $.279: is “the single most
-importént step we'can take to promote energy conservation”

and urge Mitchell to-*allow floor consideration a1 the carliest e

possible dage.” One Sénate stiffes:indicates:that the senators
feel that it may not be in the best hmterest of Senate Democrats
0y wait for Johnston’sbill,” explaining that “there are'several
provisions that soing senators just can't live. with - allowing oil
exploraﬁminthemcﬂaﬁonﬂwmnefue(ANWR)fm
eumpl&-wﬂmtmtﬁdgwmeamibmter :
m&ugycomnﬁnee&mdmpMayMonhefuzleﬁ-

biency&cﬁonof&%lhxglﬂigh&edﬂwdiﬁ‘ermammg'

‘Democrats on the issue, Jolmstan offered an amendment catling
for CAFE standaeds of 30.2+miles per galion by 1996, 34-mpg
by 2001, and 37-mpg by 2006, with wide Transportation Dept.
discretion to adjust standands. Sen. Tim Wirth (D-CO) offered
Sm.mmmmby 1996md40-mpgh2001 &
Anmdmmn PR

‘ ThespﬁtamongDanocrmdoesnotbodewufmpmase
: ﬁﬂwlwmmmmmmdm

~tough . sitnation. I CAFE -advocaies -are. unhappy with
Jobnston's fuel economy approach, they will oppose the energy

: bili.nrtrymammdrhebillwith&ﬂﬂagmnmthcﬂoor.which

would guarantes afilibuster from CAFE opponents, this source

| -%mmmmmmmmmuy.

- arguing that supporters of $.279 are anxious to get the bill to the
floor; beeause they see support of “such 4 stringent approach™
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' etodms Mwmmmsmmmbemwm

floor because “Bryan doesn’t have the yotes™ to avoid afilibus-

ter. A congressional source notes that there i§ & “hold” on $.279,
explahhgﬂmaleutmmqhasnpuﬁedmam
ifmendcnwﬁlih:m:hquzﬁemwﬂwﬂooﬂpiqmm

nemysmrumowmmsmm
‘Retreat on Bash’s‘NoNetLoureo%F i

,n;einym : AL W LT
duced by Rep. hmeslhyﬂ@ih)ﬁuwuﬂdsﬁpm_

mumymmuming&mwm&m%um
dwl-layabillsignﬂnre&eatonmennidﬁl Sonin
goalof““no-netlols"ofweﬂmds‘ inds. The statémetit was his fiit
ftupmdingtoaqnesﬁmﬂ:mthowﬂwlhyubﬂ!wmlﬂ
affect the President’ lgollof‘ﬁnnetbu'dwmm;r
pointed out that-the ‘agency has' steppédup its anifdiceshient
mwwmvbm He saiid thai the'fonghér postirs has
stimnlated abacﬂuh"mﬂeofﬂxébackhm‘km
Telated to sokné Canfusitin aboit defining ‘#hid-delinebifing
welldids,” Reilly s, refirvifig 1o % mmfm
wetlands manual used to identify wethinds; Dev
fnlmm!mvechargedﬂmmmmaldeﬁnumﬂﬁwofm
ofp-ivamepopmyaswﬂm,cmf ough many should
mmwmmmmwamﬁxmmﬁ
soon, he said. ‘
‘But on'the Hayes bill, wmchwmmdpwy:nmpmbo
‘tolherWrthefedﬁ‘al’munl.Myﬁd.‘Iﬂﬁﬁﬁit
‘véry undesirable, I think if Sesids a sigriat that thé Soutiry 8 not
going to maintainiits cormiithentto nonet Ioss of wetlands: 1's
1ot congistent with the President’s comifritment: Arid T strorigly
‘oi)poseit "Anagelﬁymtees&yshﬁllymnﬂexprﬁn;an
oﬁit:ial Administrationview, wlﬁdlhumtyetbemm
' Amﬁﬂmﬁﬂmkﬁﬂjfm@mﬁgﬁm=

'mwmmmamwrweivepami' S B ;

purpose is mwmm%mm ‘hol%ﬂﬂp
EPA s powers per se, the sour - Thésouredalsopiotiitioit
mmnymammwmwmmw
value and &ays the mmmm lpﬂ mfm

-signal sowves. One industry source acknowledges that Senage
«Democrats-who advocate a national energy strategy are in a

Leylnm Wolf lntroduca BIII to Strengthon

Ty Authority Over Foreign Investment ..
Reps. Mel Levine (D-CA) and Frank Wolf (R-VA) intro-
duced legislation last week thiat would increase Administration
scrutiny and authority to block foreign investments by swength-

-ening the so-called Exon-Florio provision of U.S.1aw. i would

ask the interagéncy committee responsible for administéring
13



On Capitol Hill

Exon-Florio to broaden its review of foreign investments be-
ymdnationalwcuﬁtyprowcﬁontomclndclongwmu.s
eeﬁnohﬂcmmty,LevmeadeolfamomedataMay 13
presacon&tdhoe

Mcmeptisnotmwmmadexphmﬂymmem
MomﬂdmdmcmfemcMwﬁmAenmﬂingwa
Levine-Wolf fact sheet released last week.

The two House members also released a report by the
Defense Science Board, prepared a.year ago but not formally
endorsed by the Administration, warning against a loss of U.S.
c;mmlwaitsdefenseindusuialbase ’Ihereponmgedm-
creased congressional oversight of the
Minafq:eignmvesuneminus firms, andreomnmended
;ha;meDefmeepumcmnnsedomesﬂcbuymfwadoms
tic compeny. targeted by & foreign company with oans, pur-
chase guarantees, and R&D. grants. When domestic buyers
can tbefound.DODahqul,dbeallowedtoimposeperfmm
standards on foreign buyers to ensure that critical technologies
will remain available in the U.S,, aocouﬂnstoﬂwrepon.

In areas where DOD wants to ensure access to critical
technologythatareoonu'olledbyumallmmbaofferelgn
firms, it should actively encourage foreign investment in the
uUs. fwwmammMmlongme
domestic : tq the report. DOD should consider

tanttoinvest in the U.S. or should seek authority from Congress
10 use the leverage of the commercial market to ensure they are
bringing their technologies to the U.S., the report said, - .
. The Levine~Wolf bill would also transfer control of the
COmmiueeunFmeignlnvuunemintheU.s (CFIUS) from the
Treasury Dept. to the Comumerce Dept. It seeks to increase
foreign companies’ rq)mingmpmsabﬂiﬂestoCFIUStoin-
clude all the information. concerning a planned purchase that
they provide o their home goveraments. It would also require
CFIUS to report 1o Congress on each of itg investigations, but
ﬁmteponwmﬂdbemﬁdenﬁalandwmndnotmcludepmme
f mwufsmpmmﬁwmmifﬁmmﬂmmp
to Commezce is necessary because having the Treasury in that
role creates a conflict.of interest given its activities in encour-
aging foreign investment in Treagury bills needed tofinance the
U.S. national debt and deficit. The bill, which is entitled the
Eﬂﬁgnk;vummdﬁeomc&cmtymoH%l also
would require CFIUS to investigate any. case where foreign
investors would gain-10% or more of a company, up from the
cuyrent requirement to investigate investments of over 50% of
the ownership. The new threshold-is needed because often
smaller purchases effer.an window into-technelogy and canbe
a wedge for future coniroi, the sponsors said.
Inaddiﬁm.ﬂubillwuuldexpmdthemmathe&emdem
nmstconﬂdainevaluaﬁnginvesunmtmmucaws firms. He
would have 1o conlsider the concentration of foreign ‘direct
invéstinent (FDI) in an indusiry and' the impact of farther
investment: Also, it would require him 1o congider the U.S. and
-global market position of the firms. in question,: whether the
company received any govemment funds, and the effect on
techmologies defined as critical inréports by the Departments of
Defense ‘and Commerce. Levine: will be cinculating a dear

14

oolleaguelenernextwwkmgmgsupportforthebﬂmoongres
sional nource said. ‘

Congressional Insiders Report Aspin’s
Threats, Arm-Twisting Measures on B-2 .
Rep. Les Aspin (D-WI) put-an enormous amount of pres-
sure on members of the House Armed Services Commmnittee, a
panel he chairs, in order 10 secure an overwhelming majority
voie two weeks age to zero out procurement funds for the B-2
bomber, congressional insiders say, Jn the words of ong Capitol
Hill source, Aspinplayed “hard and fast politics, pushing every
button he could” in order io produce the 45-6 vote culminating
in a commiittes markup plan that denies an Administration
request for $2.46-billion in B-2 procurement funds and a de-
fenge authorization floor debate nedrly: absent of any :B-2-
related amendment. The absence of B-2 procurement funds led
mmmmmmmwmmmmm
zation bill, |
“I'vebemonCapitolIﬁllfwmethanelghtyms, one
someesmdand“l’veseenalotofhardbﬂlplayedd\mngmy
time, but I've never seen it played as-hard as this,” a reference
to Aspin's reported behind- ﬂm—souwsnmuvmngtop'odwe

] “& strong anti-B-2 vote in the House chamber. -
mﬁmamssmmmcwemmiffouignﬁnnsmreluc- -

Another congressionel source said the-Wisconsin Demo-
crat even resorted 10 the use of threats as a means of swinging
votes on B-2. Aspin reportediy told somie committee members
that he would use his influence 1o deny them subcommittee
seats andfor chaimmanships 11‘ they did not support him in
Omosinsﬂ!eB-Z ‘

“Idon'thwvvwhathe{Aspin]acoompllshedwithallthe
arm-twistins. the source said. “Bverybody on the Hill knows
the story behind that vote. If the idea was to present a unified
ﬁ'mtinthelbuse[toidll%heB-Z]_,ldou’tthinkxt’sgomgmhave
much impact down the road."” -

The House Rules Committee last week released a list of

amendments expected to be offered on the House floor during
debate this- week on Aspin’s. bill. The list is conspicuounsly
absent of any B-2 amendments, That absence virtually insures
that autliorization for additional B-2 procurement will not reach
the floor of the House for a vote. In fact, the sole B-2-related
amendment listed in the authorization bill has to do with
congressional philosophical support for continued develop-
ment of stealth technology. -
o AHonseArmedSmoessubconunineetwoweeksago
delivered a:15-4 vote to zero out procurement funds for B-2,
sources close to the panel said. “But that vote is not at all an
aceurate picture 6f how the subcommittee really feels about this
issue,” one source said. “Congressman Aspin’s antics produced
atotally lopsided result, Had he left the subcommittee mentbers
alone to vote their own consciences and convictions, he would
sﬁﬂhavcgoumamemmda&mtomotch-Z.blnmcvow
wmldprohblyhavebeencloser a lot closer,” :

AclonvotemB—ZwasmethmgthmAspmrmdly
wanied to. avoid, other congressional sources say. The con-
gressman wanted to send a strong anti-B-2: message to the
House Appropriations Committee, which begins its mark-up
‘this week and is expected to follow the Armed Services panel
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On ( Capitol Hill -

wmmfmdingfmmen-zcmmmJ Hsano

-mumwmawmﬁ-&zmmme ; gram,

Houseé.,

: “Hesarealist. mmm%mmmsa

issue will ultimately be.decided in a conference committee. He

waiis 10 go inlo that session with strength on his side. . . , He:

wants to be in a position to exert some control.”
Asphsaidusmslydenyshmﬂwconmmanwpporw

anyotherposiﬁonmanmecmhismnﬁmmducedtwo”

weeksaso.Bntothamalsoclosemheemgmmsay

beisprem'edtoageewacommomisemn-zpromm
commitice,

mmeisshesowtoam

, Mpinsmﬁspentapomonoﬂastweekmdmisweek“m
damage control,” acoordinginmwcmgmximalwmew
mayhmedonehimselfmelmmthmgoodmewungﬂ:e

kind of pressure he resarted to on B-2 this.year. A lot of people:

_ msﬁnmmmmheM" \

5 Aspins“mdes”mded;nedmhdpmmmaup
- 4l sources, say. He reportedly

mumhywwbcmglastmh:v@hichmgB-Zma'
congressional igsue. “He's ﬁxed‘dmn-z."mmm
“Hedoem’twmttobep-_,"  SHIT) &
myw ) [ 3T T - “ 1
Aspinwmﬂdagreetoacompmnﬂsewwkedoutwhhms
mostly pro-B-2 Senate which would #llow a maximum minber:
of planes tobe builtnow angin the ftsre, sources say, He wonld
mmmmmwmmmam&ab?t
35 planes, the sources, say. But that be & tough or
Ammmhqume&mehamfmedﬁnasm
a classified Rand Corp; shidy. sdys no less than 60 would be
adequate. to serve the nation's needs. (Congress bas alrcady
suthorized funding for a B-2 fleet numbering 15. 'Noofthe
bmxbmmndwinﬂ:eUSAFinvm:r) T

House Paml Echoes DOD GAO Conoem;

'And Slows C-17 Alr Transport Program
: The!-louseAmedSemeesCommimevotedMaySto

Uit a0
Wi TR LY

.-slow theAir Fcroc (] $35-billion C-17 tranqun aircrghgo-

~many of the same concems. about. the
msmmmummwumm
OEwdSmyofD@f@se@SDMtheGmalAem
ing: Office . (GAO),. The commiitee gm:rmmd the
Amm'smmmmmw%m&m
msﬂ:eAirFamtopwndemewcmoon [ production

estimates beforé the money isreleased. o 0, the commile-
tee’slashed the FY-93 procuretne ﬁmlzwﬂxm
becimse tesiing is behind schedule;

In its markup of the FY-97 defense mtﬂmriwiunbill. the
eomniﬂeerwmmmd&dﬁ 75 illon £or six 8 inFY-
nMSJnmﬂﬁmmmmméwmmein
“FY93, mmmwmmmm o
" measure.

The eunmittee egscntially mdomd mdigs memly
wmbyosnmemmtymh ’
‘Secretary (wquititim) Douald Yockey approved H_j_if;',‘f,,_“.of
FY-90 and FY-51 prox ‘to C-17 Cotttac
MMHWWY&&WWNWW-
ifig for McDorinell - ‘which’OSD snalysts' said was

mnwmmmmnmmwﬂmmms&
billionfull-wale ' it contract:
Mmongh%&eyfbsammeduwwob-
lems,. he, essentially adqptada“wait-a;d-aee"moach.nc-
cording 0 sources. He Jjntends. to. monitor . McDongell
Dmglu;mmmﬂnmtmbﬁmmﬁmﬁn&m‘

‘recommendations,
The: GAO alsa. expmued mervatiom abtmt tln". C-l‘.’

m-mn gwmwmbﬁsdm Armed
omﬁmmmmmowmmnm.
 Air Force plans called for afithid rct

% .of the total program -

August 1993, The :
dumdFY-% buytosixairmftw‘mﬁiéwm
producnonmdtesﬁngofsuchalarsemmberofaim

B WG

oouc.nsss CALLS an 3nh |$1\¢§snamon OF oomnovsnsm Kom" = STER

mmmmwmhmmmomwmmmmwwmmm
fm#‘&ﬁﬁﬁmemmwnmgémmmmlmmevuMwmmudwwmﬂym
'IMF-lﬁﬁghmsiﬂiymﬂ:eUS;mdumalbasemmmmmﬁmumewmﬁnm
of a classified GAO study of the deal given to lawmakers in March.
' Evcsenahxs.hdbyAhnDi:wn(D-ﬂ.),mdtwokeyHeusem mimtyl.mduaicbard _
Gephardt (D-MO) and ‘Govermeiit Operations Committee ‘Chairman John Conyers (D-MI) -~ requestsd the
m:mwmmmmmmdmabommemwmwmssmmmsmm
sources familiar with the classified findings say, the primary &féa ‘of contern is on the amomnt of
; ,mhmmgmammwdmwmnﬂmﬁmmmmamwmmus.mmm
mmmqmmwwmm&%mmmmeMMMwMymmmme

Buropeaﬁcomm _

Whﬂenomemorandumdundemﬁndmg(MOlD has*yetbeennegoﬁmd petween

‘thntwocounmesw

dmmeﬂeﬂ,adtaﬁMOUmﬂm\wasbasedonamewggamemgntnegpﬁaﬁegwhgnkmwasset

for

to buy Mcnmnpll Douglas-built F/A-18s. Korea later abrw,swnc!wd its decision, opting insiead for
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General Dynamics® F-16, claiming that cost considerations swayed them to reconsider. Lawmakers requesting
ﬂwmemmmfwmeswiwhwdmdnvmbymmmmmdmoﬁmwm _'
were offered by McDonnell Douglas. :
GAO had found that the MOU reached between the governments to close the F/A-18 sale had language
Mmmmmmhwmﬁmmmmmmmummemm .
: machedbaweenﬂmeanmnﬂacﬂnaﬁndDomﬂtDough&onecmgmﬂimdmm
“"The GAO {in its ‘most recent investigation] .-. . found that the commercial agreements between the U.S.
memmmmmmﬁmmmm«mmwummmus and Korean
'governments,” said Dixon and four other senators in & May'7 letter to GAO ehief Charles Bowsher.
. LawmékaswmythatmemonsofﬂwMOUfmﬂwthen—expecwdFlA-lssalecammtbe ,
mnegoﬂatedfortth—lealeandsoumsaythameeammnglytemmgUS attempts to change the
mmsoftthOUoﬁglnallynegouawdforﬂleFlA-isme.AteamofUS negotiatorsmgoingtol(orea
nextweekmbegmnegouanonsonanewMOUfotﬂ:eF-lﬁaale
‘ Congressional and. Administration sources say they are expecting the same purchasmg agreement
beWeenmeKaeapsaquWDymmwsaswuagreedupmbefmwimMcDomquoughs 12 planes
would be bought by Korea "off the shelf,” 36 planes are (0.be assembled in Korea with U.S.-made kits, and -
nphnesmmbebmltcmpletelyxplﬁogeafrqumanmadepartsHowever.congressxonalsourcessay ‘
tbeyarecmwemedbyrepottsthatKorealsmmsungonalargermoducuonshate ) '

Anotherkeyqnesﬁonktheamountnfthirdcomtryproducﬂonshan Underapactﬂegohawdbyme
“‘_AirFomeinthelahelWﬂ&fomEmopemcommenuﬂedmlS%ofﬂrepmducmMofmy '
"“foreign F-16 sale. But wl!atappearstobemquesﬁonlswhethertheEuropemconﬁmes Norway,
"Belg;um,DenmarkandmeNetherlands -- get a production share of all 120 planes in the deal, as some *
‘lawmakers would like, orjustthosephnesmtcompleﬁelymdemkmea.whlctheaarguesismecase :
MmmducmmmmﬂmunymmeqmmofoﬁsetsgffmedwxowabymmDynamws
'I‘herexsmemthataloopholcmtheMOUnegoﬂatedforthecmcelledFlA—lSpurchaseagmemem
wouldhavepamnt&edl(omancompanwsmbldonrepmwotkfortheNavysFlA—lBs.desmteasserﬂons
from. thegovmmemthatmeMOU contained no "directed buy-back" provisions. . :

TheremahocmcemMﬂseCmerceDepthmmtyetunderhkenashdyofmeeﬂectofﬂw
_ Korean fighter program on the U.S. industrial base. In the wake of the stormy debate over sinilar
" concerns'raised by the U.S.-Japan FSX fighter program, the ‘Congress required the Administration in the .
1989defenseauﬂ:onzauonpackagetomvolveCommmeDept.oﬁﬁcmlsmthepohcymakingandMOU
negoﬁaﬁonsmundingmmﬂardefensepmgwns o
. SmmsmdthuCopgmsslﬂﬂbeenpvmmmncesbyCmnmoﬁchhﬂmmmdus&wlme
ismdywasundemkepmmaﬂmforthckmndeal but no study has yet been delivered to either
Congress or GAO, "When we asked for it, it wasn't'there,” one informed source said. "There is a purpose
_theoresically for having Commerce involved.” One Administration official this week said Commerce and DOD
.. were ctmmtly compleung smhasmdyon'all ofthelmpact assesément&

A

DINGELL SAYS OMB SEEKS TO UNDERCUT HILL INTENT QN GROUNDWATEH CONTAMINATION

House Energy & Commerce Committee Chairman John Dingell (D-MI) and other members last week
WmconmhtﬂeOfﬁwomegmmt&BudgammmgmmMmmm
intent to prevent groundwater contamination and faulted the Envitonmental: Protection Agency for not * -
acting aggressively enough to oppose OMB, 'I]whcanngsmmktlwﬁrstpubhcamngofaslgmﬁcantpohcy
xssuethat&eagmymyapphngwnhmdwhchagemywnyEPAwmmmlyneedmmwlvp
before long, mblymmmmfmmmmymymm;mpwwdhymem

TheusuearoseataMayBheanngwhmhwasduecteQmmnlyatEPA'gfmhnetopremtpesucldes
ﬁomhwhmgmmmmdwmbmwmhqwklyhoadmedmmgmpmaﬁndmmmaispmeme
agency is having with OMB over groundwatef: policy. Agency sources recently-described a major
dlsasreementB’Aandommhavmgmwhemerwpmwctgmundwawtmsomesthaxmnot
cumrently being:used as drinking water supplies, ad:sagreemmmmremmtpmnnummusEPA
regulations that affect groundwater. While EPA believes groundwater poljution must be prevented, even for
sowcesnotcumnﬂybemgused,omhasmsedfundamentalconccmsthatxtcoststoomuphtopmvnde
such protection, especmuybecausecosﬂypromumpmwdmfewbealmbeneﬁmmmmsofcancers .
prevented.

ButHoasememberssﬂonglyopposedMspomuon,aﬁdcauuonedEPAtodefendamund\vater
conmmmauonprevcnuonpohcyagamstmm’smmforapohcythatwou!drelyoncléanmgup
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‘*mmmmmmAMOMBmmmmmm mwmcmwmm
-oenualsnategyagamstmmdwawrconmminaumWhatConmin RCRA
[Resource Conservation & Recovery Act], is a strategy’ of prevention,” sild commitiee memberﬁmwyden

' (D-OR). Wyden objectsd to language in a new EPA groundwater stratogy, relcased the day of the béaring’

alongmthbﬂierstalledmlasaffecungpoundwm He said that woiding in the strategy -- stating that
EPA will cmsida&eu&,vdw,mdvdmabiﬁtyoftﬁﬂgmMM]maswﬂumﬂmd ity
econbmic vatues" - mmmygowmmw"mmmcmw : S
. EADgpmyAdmmimmrHemyHabichtnotedmatﬂwégmymognizesitmust "develop an

) of the benefits and risks to groundwater” thaf ‘encompasses tiors than OMB’s natiow
commwithmenumberbfchmetcasespmvenwdbyagrouhdwaterregmm Bur"lwatsosaidmat
mmmmw‘mwmdmmmmﬂﬂmmummmmmmm
groundwater. HE also saill that “we all need to tome o a better view of the impacts of contamination'of
g:oundwawronfumregewauons, wnchmgupOnmecenualdllemmaEPAmfacmgasntﬁestom
ﬂmﬁcydisﬁuﬁewileMB

memomoﬁcmmmm@mmmvmmmﬁmmof
mwmmwmmmmummmmmmmmmm
gemﬂom-unbeeomdmdwhennﬂosmdevdopedﬂmwmm%mmwmr

HablchtacknowledgedﬂmOMB dﬂmﬁmEPAumevdeppﬁq butremadwd
that OMB is "not closed minded about it," mungmmmmmmcyumsmngwmm
oyer 8 RCRA corrective action rule proposcd last year that will have, major, groundyater protection. . . . .
_demmm.swwsdbmﬁtdmidmtbeﬂwﬁnﬂdecmngmcwmgmmawfmbsbmmuw
metylmdmtml&muomismhxghtopayfmyomdmm "he added.

"Wy&uquumd}hbwhtmanApnlsbmﬁngatwmmBRAmimmWﬂhamneﬂlym :
mmems@mmmmmmA'smhmmmmmm

- gtrong-provisions {0 protect groundwater. He asked Habicht if Reiily decided to firmly resist OMB’s

opposition to the rule.: Although assuring the committes. that EPA would cppose. OMB, if it ingisted on:a.
MeMMMQWmMWMWWWMu
wis ‘unclear-what OMB’s “bottom line™ was on the rule.-Boih Wyden aad Dingell said it was "not.good
mmwmwmmmMsmm"maﬂammﬁummmx
OMB for more than seven months. -

A “mmomofmemostmmdmcksmgmmdmwrpohcymahngmﬁwsbeenmw

byMandIdon’tmmkEPAismndmgupforwbntwasthemmntomewmgmgaﬁam
implcmemﬁonofthislaw Wydeusaid. Dl e _

OMB PRESSING EPA FOR MOI‘IE INDUSTRY FLEXIB“JTY lNrTOXJC CHEH!CAL DBAFT.BULES

: ﬁeﬁwﬁmmcnml,&owcﬁonAgmcy.mavaymﬁmﬁofmmhmmmvdmym
reducnmmofmochemﬁcﬂsunderﬂzeCIemAuAct.hnsfurﬂwr Xpande

"'meﬂexibihtywwontdm'

 Yor aillity-wideBooling of emission cuts. Bmtisfacingmvemmﬁmmeﬁmeeof |

nt & Budget to' go'furthier, according to sources. '
EPAAmﬂmﬁdmmm(w&mﬁaﬁm)wmmmhssﬁdﬂwrmmumoﬁhe
monlmmhimeagmyimmmderthenewlawbmmit*ptmm pollution prevention. It
Bas been Bogged down sincé the ¢4d of March whien'indistry, envir Mmammp&smm
110t agree upon & draft. :
Underthenewlaw.;fafacihtycommusmndmngmcesoftﬂncemsmnsmufmeEPA
propommmumwhevabhmmlwchmbgymﬂmdsfmmem.mmmosemwouldbe
Wmmmmmmmmhmmmﬂam_ ed, rule that will
proudehdusuyasmmhﬂeﬂhﬂtyfmfacﬂimmdepmhngaspo%homﬁgwimmtindum
puﬁﬁmﬁmmﬁemmmymomAMaylomnﬁmvﬂeSmmWwﬂnnmmmm.Bm
nwoﬁdsﬁﬂreqmmmupdohngmhfewupmﬁo%mdmummuy«wﬁefuﬂprwmmume
ﬁx—ymmmdmamommmywmmnﬁnm

,mbaslcgmllstoaﬂowasmnc.hﬂeﬁbﬂnyasthehwanows. saysauagencymce.qoﬁngﬂm
meksymmﬂmﬂyommﬂmwhatmpamﬁedhyﬂmnewauﬁmmmmwmmdm '
regolators believe the-law requires that the definition of a "source” Ix slrfqﬂylnnmduqmdmdualunits
4g;afmhtym'geogmphwallyandfuncumuyrelatedmforpoo inyﬂ:osenatrowlydcﬁned
"sources” woﬂdbecﬁgiﬂefmam—ywdmjmeemmnﬂamagm%mmdmmio&m

| mmmbdmaMAﬂmdmdmpmgosedfaﬁepmﬁgﬂmemmpoinﬁBﬂmdmywdEPA v
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som'cesbehevedlelawsbamcgoalmtosuonglyemomgemaxnnmneaﬂymdmnons.andhaveugwd
for more. flexibility. as a means to ¢ that goal. EPA’s Office of General Counsel recently concluded
thattprirOfﬁcehasmmﬂexz tyunderﬂnelawtoaﬂowforfac:hty—widepoolingthannhad ‘
prekus!ybeheved,openmgthedomfonhemuposedmlﬁmallowforevenmorefacﬂnty—wxdepoohng
than in earlier drafts of the rule, :

TheMaylOdmft,wh:chanEﬂ’Asourcenysmaynotbetheﬁnalvmon.oﬂ’ersa mnlﬁ-pm o
definition of source” for the early.reductions program. Somoudcﬁnedas.(a)abuﬂdmg.stnwm. o
facility, or installation identified as a source in Appendix B; (b) the entire contiguous facility; (c). any. unit
mns:sungofoneormoreemnssmpmmsthatcanbacharacmzedasabuﬂdmg structure, facility, -or
mstallauon.(d)anycombmmofsomcesdeﬁmdm(c).ptoudedﬂmneducnonfmmtbeaggregauoaof
sources constitutes significant reductions of hazardous air. pollutant emissions of the entire contiguous ..
famhtymdetcmnmonownershlporcmtrol.md(e)anymdwﬁualemmmnpmmoroombhnuonofpmms.
prov:dedthatreducuonsfrommchpomtmpmnmmsumtesammﬁcmreducmnofhawdousm ,
pollutant emissions of the entire contiguous facility,

The draft cxplains that a "significant” reducuonunderdle(d)and(e)deﬁmnonsmeansthatcutsmust
‘bemadefromabasehneofnotlessthanamw!oﬂOmDWearforfacﬂmesemmmmmethan% "
meﬁwmwamMnesmmlmmzsmywofewm EPA and sources closely
following the rule say that OMB has called for even more flexibility, arguing that EPA should rot require

a "floor" oflOandﬁvemreduct:onsforafacﬂuytobeehgibleforthepmgmm Industryhasaho
arguedforaﬂexibihfypmgmmmthmta ﬂoor

SENATE PANEL SAID TO LEVERAGE BXA NOMINA'“ON FOR PASSAGE OF EXPOHT ACT

TheSemmehngConmimhasmtwmdmfmmaﬂymmeBushAdmlmsmmmatltmnm;
approve. any nomines to replace departed Bureau of Export Administration (BXA) Under. Secretary Dennis
Kloske unitil the nominee has a charter under which to operate, accerding to Administration, congressional
mdhdwymmnemoammmecmmmeerMybeﬁmmmmmmmummmddomm
mmdmepassageofaHousebﬂlmauﬂmhingﬂwE:ponMnmmonAct(E&A) SRR

The House bill is a coriipanion measure to $.320 passed by the Senate earlier this year. . :

WhhﬂwAdmnmﬁmhasyumfmmaﬂynmmmacan&dammmevmtBXAmavmety
of government and non-government sources indicate that Commerce Secretaranmeosbachet’spmfemd
choice is current Assistant Secretary (import administration) Eric Garfinkel. . :

The EAA, undér whose anthority most dual-use export controls are: administered, lapsed last Ogtober. A
bill that would have reauthorized the act for an additional 18 months subséquently was vetoed in November
by President Bush, who has retained authority to control exports under the: International Economic. . -
Emergency Powers Act (IEEPA). This year, during discussion leading up to the passage of 5.320, the
Admmnsu'auonmadecommmnemstomembemoftleenateBanhngCommltteeﬂmtltwouldnotvetoa
final measure ererging ¥rom ‘the-éénférence- committee-if it résembles $.3200 < * - N

. But the likely sponsor of companion House legislation, Rep. SamGeJdenson(D-Cl‘) has yet to
introduce the measare, Hexswdbymdusuysmncestobcwmyofpmsmngfotﬂwbﬂwh!chhbetalms
some East-West export restrictions but tightens sanctions on chemical & biological and missile-tech-reldted
emmﬁmehckofmmwmatﬂwkumammmmmmmemeasmspume
by limiting the nomber of amendments that could be offered on the floor, Industry sources say that
without the benefit of a tightly drawn rule for floor consideration, the bill could be subject to
mmdmmﬁﬁﬂwouﬁugmmmm«manhﬁcmmmmnﬂwmlesofﬂneSmmDefenm
departments over the Commerce Dept. in commodity Junsdlcuon or license review in light of the political
chmategenemtedbythePemanGulfWar .

FAST TRACK CLEARS COIIMITI’EE HURDLES; FLOOR VOTE. EXPECT ED THIS WEEK

TheBushAdmnismmhuwoekovucamcammorhmdlewwmdobmnmg&woym addmonal
negotiating authority for trade agreements under expedited procedures when the House Ways & Means
Committee and the Senate Finance Committee by large- margins backed the extension of that authority.

By votes of 27-9 and 15-3, the House Ways & Means Committee and the Senate Finance Committee on
May l4reoommendedthatthefullHouseandSenatemmwwkbackﬂlefastuacknegouaﬁnganﬁmty
souglit by President Bush and reject a resolution that would deny that authority. The other committee of
jurisdicton, the House Rules Comnume. reported the same provision out the same day without & -
recommendation. Ways&Meansa&favombly recommended by voice vote a resolution offe:edbyl-louse
MmontyLeaderRxchard Gephiardt (D-MO) arid panel Chairman Dan Rostenkowski (D-IL).-

Congressional sources say that the Rules Committee will meet on May 21 to consider the rule it will
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mwhovamngdemmmcﬂoorfmmemsapmﬂmminuodmedﬁykcp ‘Byton Dorgin (D-ND)
and the Gépliardt-Ro wsld resolution. The latter "memorializes” & o plédges made 0
_‘,,,,tg%_‘memmﬁmwmmmwmmmmnmnmmmmﬁ
‘ '{""cdmmmmamMthmm&mmMmm
RepJSamebbws(D-FL)saidﬂ:atthaewoﬂdbetwohoinsofdebawonmebugmmluﬂm. N
mumwmw«mwmmemmmmmmmum N

AttheMayMWays&Meansmarlmp,sevenlmembersoftheeommﬁeelamentedﬂ:eexchnimofthe
wpmofm&omﬂwhaofmgoumgobpcdmoummmﬂw&pmnmwﬁhwshmmm
mﬁngnasawgmonmmoﬂtywmmofmlmmaﬂybﬁawmmmembp
Rostankowski wmdgedthatdmgshadbeenleﬁoﬁ’thehstmdefmemoppoﬁmtomincmm
by the Mexican government,
mmmmchﬁ&mmmnmfmmmmmmewmmmmmfmdm
' wients of fst track for ihe trade talks with Mexico. ~

" Reps. Dondld Pedise (D-OH), mmmwnmwwmmmmmmm
havep-etumdtohaveavomﬂmwuldhaveallowedmemmmﬁam&mmmmm
deamdawhﬂeleannghphoeﬁeuwdiwdwmdaaMnofmymdsmﬁbumdhﬁemgmy
Mofmﬂﬂa&rduademlhm%mv&hﬂmwdmmmbmmmmwhﬁmm '
'Moody joined Dotgiin, Pete Stark (D-CA), Charles Ranigel (D-NY), Andrew Jacobs (DIN), B Jenkins (D-
GA), ["Russo’(D-IL)demhardSchulze(RPA)msupporﬂngﬂmSchulwimﬁcaﬁdtbulﬁg
oppoaummmsﬁonimwﬁuncfmcﬁmomemmmﬂtyinmeUmguayRmdmmanmgaﬁve
"feehngswwad”ﬂademlksmthMmco ‘ -

mmpmmmummmmmrmpmammmmw
mmmxmmmofu.s producers. "Free trade, if it’s pot, fair, is not worth a damn tp -
-anybody;™ mmmwmmmmms&myﬁmummm
mm.xtdhmdbvlms-wrmu&mmm.&plommmmmmwpmemm
govmmentand,lasﬂy. cbncunfathefarmusomehDakoummemdummofm

e T e

o Rostenks ,"lérpremﬂmprhethattheﬂomkuhsmmmﬂlemrwuﬁmhtb

ﬂoog‘fdravqtewimoutammnmendaﬂon.Hesaidhehadbeen "undér the impression” tha:*ﬂiel{ules ;

Cugm“imwoummbmm‘mfamw He said he is also™undér thé impression” that the Héuse ™

i wxﬂnotaﬂowasepamtevoteonremovingfasttmckmceduresmﬂyfwm
RostmkowshcalkdﬁeNAFrA"meﬁrststepmuhmusphmcuadmgpmuwrdﬂp ﬂlattheUS

shouldnegoﬂiw%omownprowcﬁon

L

MITCHELL HINTS AT PERSONAL OPPOSITION TO FAST-TR#CK FOR MEXIGO TRADE PAGT

: mwmqmmmmumm)mmmymmmwmmm
of&ﬂ-mekm&mtyfmaﬁa&uadeammtmmoemﬂmgbhewwdmmew
Hmemmmnaam!mmmddenymumﬂmtymmmmmﬁamw
Mitchell:told the committee on May 14 that it has. not yet been setisfactorily explained 10 him why ...
Cmgmmmtmdwawopowdmdopwtwimmmmﬂmmmm
hﬁwhcnwmdmﬂhummommimmmtaManWSmﬁmﬂoﬂma}
SC) denying an extension of fast-track authority for multilateral and bilateral agreements. ig not an.. .
: __qfhowheMmomememeasmcmneswtheﬂomwhenpmpomumammdthem
i ammmwmmtﬂmmmmmmumddmmaﬁamuws B
hepgnwdontﬂnatfast-uackwasongnauymwdwmﬁnmodawmﬂﬁlamal nmbilapnl;
- ' 1Az ﬂmmemehmammntymmmeﬂvmmmmd "
US wmh&smaﬁee—tadeagmmem&ithl\denco
' TheBushAdmmmﬁon'sMaylmspbmem&mgmsmndmmgiVumgoum *almost. total -
latide™ mmmwwdﬁsgtowtchen "Rither now or in the future, Copgress may. want to ..
reserve: @ greater 1olé. in this process,” mmmmmmwmmmwm
_Holhngsmdunonasawayofmommodamgthechanrmanandofallomgﬂmusuerwhegimdonthe_.
Senate floor. -
* BmihenwereMaﬁmmWekmatMmhenwmnMpmeﬂerDmmﬁcSmem
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with him on the igsue of fast-track for a North America Free-Trade Agreement (NAFTA), according to an
informed congressional source. Mitchell told the Senate Finance Committee he wanted to pernit 8 full |
debateofﬂ:efast-u'ackmbyallScnatmsandtopelmttSen Doangle(D-MI)wpmentanddp

his proposal. But the Senaie Majority Leader apparently had not decided at firess. time wheihgrhewéﬁlgl
bring up for a vote next week a Riegle resolution that would allow amendments to a NAFTA in Tive
limited areas during next week’s floor debate on the Hollings resolution. Mitchell may chooss; to, brinig t’he
lssueupahartherecessormaychoosemletthemsohmonpendunmmlaternmemmemgouauonsas
awaytokceptheAdmxmmﬁonmhne congressmnalsomcesspecnlmed.

nglehstweekfomaﬂybegantosohcitcosponsorsforhmresoluhon,s Res, 109, w:thadear
colleagueleuetdatedMay10pmnnngoutthatﬂwAdm1msu'auonsacuonplandoesnotoﬂ'er"speclﬁc
and concrete solutions” to address the environmental protection and labor isgues raised by an apteement
with Mexico, Hehadheldoffondomgsobeforebecausehedldnotwanttosphtﬂleoppomuonasamst
fast-track,glvmgl-lolhngsachmmtorallyboththeoppmeﬂmoftheUmguayRoundandmeMexman
free-trade agreement, congressional sources sald. The Riegle resolution as introduced lqst month woulq‘u‘
dbwamendmmmmmemoffmrhbmmndmd&enmmmenmlsmdard&thenﬂeofmgm disputé
settlement; andadjusnnemasmstancefordmlacedUS workers. Riegle said in his May 101euermathe .
planstocumﬂatea@uonaldearcoﬂeagxwlemﬂlusmngmdetaﬂwhyxtmnecemtoreservel'he
congregsional right to offer amendments in each of the five. areas.

Riegle told reporters after the May 14 commitiee markup that his resolution, which Ras the status of
regular legislation, is "not necessarily” amctedbytheluneldeadhnebywmchCongre&hastodqny -y
fast-track. The change of rules as proposed in the resolution can be decided at any time, he said. It ..
reanmnsunclw:fkleslewantstobmsthe:esolunonupontheSenateﬂoorwnthouthavmgthe L
committee consider it, but so far he has not sought committee action, accordmgtocongress:onalsources.
To bririg the bill difectly to thé floor, Riegle could use several procedural steps that would dllow it:45'be
placed on the calendar. But several coligressional sources said it would be difficult to do'without:thes - . :
neeeﬁmyﬁﬂvommhﬂtaﬂumtenedﬁlihlsm SenLloydBentsen(D-TX)saidénMﬂyMﬁathe
“strongly opposed” theremluhonandmesmmdmoessaidmattbestaffofmhaSmwmmwe
Commiueemembetslastweekmsedsevemlsubsmnuveobpcmwmf :

During a May 13 committee meeting, staff insisted that the Riegle resolution effectively is a 'tep'eal of
fast-track, according o informed sources, They pointed out that amendments in five limited areas would
open the doar o sector-specific changes that Riegle says he wants io avoid. As an examplg staffmgtpbers
pointed-out that the area of environmental. standards could invite amendments that would stipulate that the |
mgonmedmnﬁwncessmfmaspwﬁcmoduﬁwmﬁbemsmndedmbssmxmmpkmmwdm

environmental rules, sources said. In addition, several staff members pointed out that amendmems in.ghe
rules of origin area would inevitably be sector-specific, these spurces said. ; _

The Senate Finance Committee rejected the Hollings resolution, S.Res. 78, byavoteoflStoS with
Sens. Tom Daschle (D-SD), Daniel Patrick Moynihan (D-NY) and Donald Riegle (D-MI) voting for it. The
same day, nine members of the House Ways & Means Committee voted for a similar resolution of

i
.. Lot . o A : - . . . H * AR [RE W LENRELI
. N N - - " - . . l-.,\.}.‘

oo DR I S

TREASURY UHGES HILLTO MAINTAIN OHINA MFN STATUS beglns onpage éna

coopetatemthmemofﬂwwmldmremcﬁngthepmhfmuonofchemical.biologlmlandnnclw
weaponstochmlagles.accmdmgtomm'ces.And:tmseenasperhapsthcmﬂymythe?remdentcm“buy‘
more time” mmmmmmmmmmmmmmmcmmmmum
onCapltolHﬂlmmamtmmngthestatusquowlnleﬂwaﬂegedabusesconmue S oo oo

TheMFNrequeltmahogomgtobedebatedazmnstthebackdropofaﬂegaﬁonsbmisxm'ythal
Chmamayhavebeenﬁxmgnscmremyemhangcmwtobolsterexpons 'I'heseallegatnms.acoordingto
Joint Economic Committee Chairman Paul. Sarbanes (D-MD) could cast a serious pall over the-ehtire MFN
issue. "We're headed for a major issne on MFN," Sarbanessaldlastweek."'me?residentwantsﬁdespile
human rights {abuses). Weregomgtqhavetodealvathwhat'sbemgdoneﬂlere e

Some%mﬂommmmrmdfmmwmmﬂdulﬁmamydmymforcm
throwing ever straining rélations between the U.S. and China into complete disarray. These sources. sharply.
criticized Tréasury for its report on alleged curréncy fixing, saying it is the "wreng time" for'l‘:msuryto
level such charges because the President is pressing for renewal of MFN. An Administration souree"
countered by. noting that no such allegations were made -- saxmgthat:[‘r_easuryhlghhghtqd_ﬂwmup‘asa
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ponsiblemgulmty andwdedthat.manycase,masurylsrequn'edbylawtomakentsﬁndmgs

known to Congress. '
“*"“"Wiﬁ@%&&%@gmmymwmuammﬁm to
. ‘ the Cliinése, mmwmmmsmrmmﬂmks}mmm"w:mmm
MEN, th Piesident would bélieve, 8 ot the/Way 10,0 ‘whew'you Degotiate,” Malford told the Senate . .
BmmCMhMmmMM&mmmmm mmitiee on May 16; It would create "an -
atmosphére Where we've tikeh & highly offensiveacuon*smgswnmmmus 10 successfully
pleztetlw;cunency ﬁxingnegbﬂauons, Mnlford smd.(m' s;.mndown oﬁ:fmeamy-’sﬂemom, aee SR
Mkm‘isthefnctthatmmmpledlumnmus smcalm lnmmmimeu
mmanmﬂecmnm&emhmgempohcy,hemymm&méxpmsmmeu&mm
1990 by 27%, which followed & 41% expansion in 1989. "I'hesemwthraﬁe:areﬂgmﬁcanﬂyabovethose
- for China’s global exports during the same period.” At the same time, imports to China from the U.S.
conuacwdlﬁ%mlm.aﬁansingbythesamem;nww "dmtoChinasdwretolimﬂovemll

d“‘x’lm : fhe: repory. states.

W!uleqmcktopmntoutﬂ:atthere!snoconcreteewdenoe"atthlsumeofdlrectnianfﬁulmwme SR

exchatdge rite itself within the meaning of the law:: . . .recent devaluations, in-conjunction with large.
amﬂsumhmmmmmdmdmwmaamiﬁmmmngemmlwymybemm
at reinfofcing Ching’s atsstpt to- generale- sizable external surpluses,” _ﬂwrepunm "Snchapossibﬂity
is & mattér of ‘eonidém to the US: govemment."accordmgwtherepott. .

WMMUSW@MWW@MCM@MMMM
thatmgouauonsonﬂwwsuchavebeenswcessﬁilwnthTaiwandemeahthepastwlwnﬂ!eyﬁedto
mmmmemmmmdmmmU&NéMWmMm
Korea ang. Taiwan,” Muliptdsmd.lnthecpseo?Cbma.impmtﬁotheﬂS rfoen in'the bOuple
of years, but from:,1985 (o 1989 "we have mgndMMbmjmehumﬁ
m,.mmmmmwmmmqf hasuupqisoquchﬁlcmnasfavminmm ,
thrccxmmmMulfmdwd‘ 'tmwwhgltuﬁmetoengagemmmuamonm

. DemmraﬂmCongremopponeﬁendingMFNwhﬂethemmﬂhgaﬁomofuriomhummu
abusés andt-unfair iFade practives. In-an effort to forge a cothpromiss: that would allow MEN o be ..
meWMngc@mMcmSmMajmmmhﬁmn(&m

mmm&mgﬁmmﬂwmﬂdwqummem&mwmmmwwﬂﬂmmmmmmuﬁwh
is renewed ‘imléss the Chinese’ government has taken steps to: improve.on its‘human rights record (by -
elfminating slave’ 1abor, mmmmﬁmmmgmmmmmmmceofm
Wmmmnmmmmmmmmmmxmmmm
with the U.S. (by protecting patents, copyrights and other iniellectaal property righis); endexportsof
i s ,Wmmmmmmnmﬂeﬁmwmmlmpmhfmnmofmmmm
chemigal, biological and nuciear technologics). .

wmhmucﬁngmmummwuwﬂmmmmumwmmm
- MPN."Whité Houié Spokssman Marlin Fitzwater said that the informsl. discussions inside the White Hoass -
mﬂwmuwdmmedmm"pmmmmhummnmammmmmm
viéws abott humen fights progress:in China and other matters.” Fitzwater; briefing reporters.on May 16, -
mamemmmmmmm'mmmmmmmwmw
“sedl &8 decisiofis off whéther thee would be any conditionality.” The President, later:that day, fold
mﬁsaﬁé%wmmmﬁmcmmmwmmemmmubm e
1eadas!"tsmdbym1in"mmem “Marfin putit right” -~ = : o

o "”Mmmywmemﬂyw&ymcmmmwmmmﬁwmny But
mmmmmx:mmtmmﬂmmmmmmwm
US“ﬁinzheﬁmyingMndem'pumngmmmmmnmamymMmmm
relaﬁdnsktwwnomtwobigh&tiﬁm" (Inside the White House May 16, p15).

"i‘lﬁe“Prcmdmsrequesttoren%mesmmforChma mdsubsequentmdmmnstmwniwnom
Mdaeceptcondmmanwwdsmdmovefornush & came dmid attegitions last week by the :
pawerhul, of the Senate Banking Committec that the special access {o the U.S. market was the
mml;ofmybmkmcmmfwnotqppoangmmcmdeanqnsU.S efforts to force Iraq out of

() - Buwait. This allegation was deniad by the White House, but it portsnds the serions and pofentially

conteatiqus debate on Capitol, Hill over the issue, whmhl:hel’resxdenthasmtﬁcsteduamplrgﬂeand
fmmmmmtymbecmaehewasmeUS.AmbammChmnmhmmdwmda .
maintenance of U.S.-Chinese relations to be a matter of persomlmtesﬂty. asoneAdmmmuonsource
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put it.

MMW&WCWCMWdM@—MDWMM;M:M

with the Chinese: — pmninﬁmgmnewedh[FNshta&formxppmtonthewa:resoluuonsmmeU.N which .

the White House has denicd, "The Chinese abstained on their vote-on the war resolution,” Reigle said. ¢
Themwasaemesuonleadmgnpmuonhuwﬂmywouldvow.whemrheywouldexecutethwvem
. right. Was there implied understanding we- might be more accommodating on the. trade issue,” Riegle

asked. He said he feared that sach a policy by the U.S, -- whether it was carried out or not — "could
smmreﬂectapattemwhmmeﬁectwemakeeconom:cconcessmnsfavorabletothesecounmes m -
.exchmgeforsuwmtonwuchyfmgnpohcymmkelglecaueduus verydxsmrbmg.“"lnswrongto
haveanappearame,letaloneﬂwfact." S T

Malor Issue g Hill dep_m favored naﬂon status .
u.s. SAYS CHINA MAY BE MANIPULATING CUHRENCY TO GAIN FAVORABLE TRADE BALANCE

TheTmsmyDepLMwe«ekﬂlegedﬂntChnamyhemampmannglmcmemymhmgemwto
gain a favorable trade balance with the U.S.;a move that has thrown into turmoil the issue of whether -
Congress will okay President Bush's request t0 venew China’s Most Favored Nation trade status. The . -
allegations by Treasury have come at'a time when lawmakers. are: considering denying MFN renewal -- or
okaying only 4 partial renewal - based on alleggtions that China routinely abuses human rights, does not
protect U,S. mnellecmalpropmyandxsallowmgthepmﬁfmuonofchemicalmdﬂuclea:mweapons
andtechnqloglestovolaﬁleteg:onsofthewmd. .

Theissnehascausedasl;ghtnﬁbetweenﬁeaﬂiryammewmmﬂouse 'with White' House sonrces
saymg'l'reasu:ysreport doesn’thslpmattersany andcouldhavebeenthecatalystthatcausedme
PresldentlastweektosayhemayacceptaoondmonalMFNtenewal But'l‘reasurywasquwkmdefeno
the. White House on the ultimate decision oh MFN, stating only that # recommended Congress contifiue -
MFN while the U.S. seeksmentermwnegouanonsmthchinaoverwhetherndld,mdeed,manipulate
ltscmrencyand,ﬁm,wheﬂwrthsledtoathree—foldmmasemcmneseexpommtheUS ‘in the-last
three years: -

'l‘he'l‘reasuryrepm,whmhlswqmredbth.alsoeomwatanmewhenlawmak«samquesunmng .
whether the President cut & deal with.China on trade in exchange for support on United Nations® . .
resoluumsthatgavemePres;denttheauthmwanacklraqtodnvenomafKuwalLOnelawmake_r
noted last week that the President met at the White House with the Chinese Foreign Minister "just. ..
before and after the U.N. vote,” suggesting that China had been' gffered trade concessions in exchange for
notcmrymgﬂn'oughonmﬂu-eattoemsensvetopowerommeUN resoluuonauthonzingthense
of force; a charge the White House denies. .

'l‘reasury says "the principal canse ofChina’s bilatéral trade surplus’, . . appearno be generalited and
pavaswe administrative controls over external trade, which inhibit imports, incinding from the United™
States, and promote exports, particularly to the United States, China's largest export market.” But ,

Treasury is quick to point out that ° ﬂmemnoclearevidenceatthlsnmeofdmctmmuptﬂauonofthc )
‘exchange rate itsclf within the meaning of the law, However, the recent devaluations, in conjunction with

lmgeexténﬂsmplmmwmemsmdmdmmaasmﬂmmhansemphcymymmmﬂng

aimed at reinforcing China’s attempts to generate sizable external surpluses.”

Chmascommandecommy"hasalbweditwwnﬂolmeanocanmoffomgncxchange Th;shasbeen
clearlydonemamameﬂhattmpedesuummmm,mus.aneedwmomtorthmsmaﬁonclosgly
Certainly, given the substantial real effective depreciation of the official rate of the yuan to date and.
.Chmasmlncmncewmmmsubﬁm:&sandhbmlmmpminocmmbemadeﬁmﬁrﬂm
real effective depreciation” of its currency, the report states. -

hmswyUndemmry(mmmonalaﬂ’ms)DamdMulfmdeamnmssmdmneIMWeek :
that the bmnceofpaymentsandforetgnmhmgedawlopmemsmmareagmwmgmpm He :
‘poted that China has increased its trade imbalance with the-U.S.: threefold in three years, w$104-bilhon
in 1990, from-just over $3-billion in 1988. In 1985 the U7.S. and China were in balance. v

Chma’sbalaneeofuademﬁmu.s.wnmeawgrow,aocmdhmwmeneasmyremmﬂws
first two months of 1991, the overall trade’ surplus China had with the U.S. was $2.26-billion "an’ increase .

oflSB%compmedto:heu-epenodoflastyw Expmtswereup%%whﬂeunpoﬂsgreﬁvoﬁlyby%"
Chingi is claiming that it hds 8 trade surplus with the U.S. of $180-million for the first two ‘months of the
year, while U.S. datareveataSl‘Ibllhonsm'plus. "SQ?:mcreaseovetlastyear This was cor 'second
largesttradedeﬁcn,behindthatw:thjapan oo T Co
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THE WHITE HOUSE

Office Of the Press 3acretary
(colorgdo springs, Colorade)

For Immediate Release May 29, 1991

TRXT OF A LETTER FROM THE PRESIDENT
TO THE SPEAKER OF THE HOUSE OF REPRESENTATIVES
AND THE PRESIDENT OF THE SENATE

May 29, 1991

Dear Mr. Speaker: (Dear Mr. President:)

I hereby transmit a document referred to in subsection 402(d) (1)
of the Trade Act of 1974, as amended, 19 U.3.C, 2432(4) (1)
("the Act™), with respect to the continuation of a waiver of
application of subsections (a) and (b) of section 402 of the
Act to the People's Republic of China. The document includes
my reasons for determining that the continuation of the waiver
currantly in effect for the People’'s Republic of China will
gubstantially promote the objectives of section 402, and my
determination to that effect.

Documents concerning the extension of the authority to waive
subsections (a) and (b) of section 302 of the Act, inc¢luding
a determination with respect to other countries and the reasons
therefor, are transmitted separately.

Eﬁ;qufgﬂ@\ \Uﬁ' sincerely,
W/ g LL(M\L

/8/ GEORGE BUSH
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Last vear, the primary issue af concern was the lack of
adequate progress on human rights. Attention was focused
on the continued detention of Tiananmen protesters, reports
of abuses in Tibet, increased control over the media
{including the jamming of VOA), heightened ideological

rhetoric, harassment of Chinese students and political
activists both in China and the U.S., and new controls on

student travel abroad. Helms tried to make an issue of
prison labor exports but it did not catch on.

This vear other issues, in addition to human rights, have
also taken on a higher profile. Public and classified
.-reports of missil nd nucl ran rs inconsistent with

international guidelines have made proliferation a priority
concern. To many, China is seen as a "rogue elephant" on
missile/nuclear technology sales. Trade issues have become
more prominent as a result of our $10 billion trade deficit
and China's designation under Special 301 as a serious
‘intellectual property rights (IPR) violator. Prison labocr
exports have received considerable attention as a result of
the Asia Watch report and claims by Rep. Wolf that he
visited a prison export factory. Wolf and Smith's visit to
China also raised the profile of the reported detention of
some 70-80 Christian clergy. The treatment of Tibetans is
of continuing concern and was highlighted in press coverage
of the Dalai Lama's meeting with the President. China's

aid to the Khmer Rouge was raised as well.
Status of Issues Our policy of engagement and limited

sanctions has played a role in producing important
developments in almost all areas of concern, although many
fundamental problems remain.

Human rights. The situation remains of deep concern.
Freedom of expression, press, and assgocjation are still
tightly constrained. We still lack a detailed accounting
of those arrested. Due process is clearly lacking. A
number of Christian ¢glergy remain in prison. But in some
respects the situation is better than last year. The
Chinese claim they have released most of those arrested
after Tiananmen demonstrations. Recent sentencing of
political detainees was light by Chinese standards (i.e.,
2-4 years). Fang Lizhi was allowed to leave. Har men
of Chinese students in the U.S. appears to have ceased.
Large numbers of Chinese students continue to receive
permission to study in the U.S. In the Schifter visit,
China for the first time acknowledged human rights as a
subject for dialogue; the French and Australians now have
similar dialogues.

Tibet. The government maintains kight political controls
and continues to detain hundreds of individuals for

nonviolent political expression. Both diplomats and
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foreign journalists, however, are permitted to travel to
Tibet and even to tour the main prison in Lhasa.

Prison Labor Exports During U/S Kimmitt's visit, the
Chinese reaffirmed their policy of prohibiting prison labor
exports and said that they were going to take steps to
ensure the policy was enforced. The Asia Watch report and
anecdotal evidence indicate that China has been exporting
the products of prison labor. We have yet to obtain hard
evidence of exports to the U.S. Customs Service is
continuing to investigate. The amount of the exports, if

indeed they are occurring, does not appear to be large.

Weapons Technology Proliferation Our dialogue with Beijing
-.on proliferation issues has borne fruit on the margins.

But despite our repeated urging, China continues to be
unwilling to commit explicitly to important multilateral
conventions, such as the NPT or the Missile Technology
Control Regime. U/S Bartholomew will seek progress on
these issues in his trip to Beijing. Long-standing
concerns about PRC assistance to Pakistan's nuclear weapons
and missile development programs have been exacerbated by
the discovery of heretofore confidential Sino-Algerian
nuclear cooperation. China's attitude is gradually
evolving toward the international nonproliferation
consensus. We have seen no deliveries of other than
short-range missiles since China's 1988 assurance. China
has also issued a public statement supporting effective
international control of arms sales, including missiles.

- Apart from positive interim steps on the Sino-Algerian
nuclear issue, we have made only modest progress
recently on our other key objectives. Legislatively

mandated trade sanctions will probably be imposed soon
as a result of China's missile assistance to
Pakistan.

Trade Problems The rapid growth in Chinese exports to the
U.S. and the application of Special 301 legislation on IPR
have brought greater attention to trade problems of

long-standing concern. N ither the mark n R
problems are new. On the positive side, the Chinese have
shown a willinaness to engage on these issues, sending and

receiving high-level delegations for in-depth discussions.
But we remain i .

Assistant U.S. Trade Rep Massey is leading a delegation to
Beijing in June to seek progress on the deficit and IPR.
The Chinese have recently purchased 2.2 million tons of
grain and sent a l00-member buving mission here 1in an
attempt to show they are serious about increasing imports
from the U.S. If negotiations fail, we have powerful trade
authority at our disposal to press for fairer trade.



CONGRESSIONAL STRATEGY

Over the next few months, we face two alternative
procedures in Congress for denying MFN to China. We may
thereby win the fast-track but still face a second battle.

s} The first is a fast-track procedure that begins when the
President notifies the Congress of his intent to renew MFH.

0 The second is any normal bill to revoke or condition MFN
that are subject to usual committee consideration,
~amendment and scheduling.

1. W - W

The President is required by law to ;gggjx_xg_ggng;ggg_gg
June 3 his intention to waive the Jackson-Vanik provision for|

MFN status that relates to emigration rights from nations with
nonmarket economies. That report is to be transmitted 30 day
before the termination of last year's waiver on July 3. At the
point at which, following the :ggg:;. a_joint resolution to

denvy MFN is introduced into the House of Representatijive, a 60
calendaxr davy fast-track procedure begins. Congress has 60 days
ftom the introduction of that bill to pass a ]01nt resolution}

by both Houses. If the maximum amount of time is consumed--90
days including 30 days before termination plus 60 days to pask
a joint resolution--then the process will end on September 3.
In addition, the law provides that the Congress will have 15
legislative days to consider a veto message from the President.

. » » ] .

The significance of delaving the President's notificationl
The later the President sends his notification to Congress, the
later the process will extend. If the President notifies }
Congress in May, then he may face a veto in July. If he waits
until June 3, then he may be able to consider his veto options
during the August recess. That option would put a veto
override fight into September. The problem, however, with
waiting until almost June 3 is that June 3/4 is the anniversafry
of the Tiananmen crackdown.

2. Other Legislation: Five separate items of legislation nop
exist that would deny MFN for China through normal procedures;.
Others are expected to be introduced as well. Congress will
consider these at the same time as the fast track resolutions
and could use these to continue the pressure to revoke MEN
after the fast-track clock has run out. These five are:

o



o Gerry Solomon ~- simple resolution to revoke MFN for China
without conditionality.

o Pat Movynihan -- simple resolution to revoke MFN for China
without conditicnality.

0 Nancy Pelosi -- prohibits the President from extending MFN
next vear unless the Government ¢f China accounts for and
releases citizens detained during the Tiananmen crackdown
in 1989, has made progress in ending religious persecution,
removing press restrictions, terminating harassment against
Chinese citizens in the U.S., ensuring freedom from
torture, and permitting peaceful assembly in China and

" Tibet. It also requires China to adhere to the Declaration
on Hong Kong signed by China and the United Kingdom.

o) Jesse Helms -- introduced a bill May 9 to amend’the
Jackson-Vanik provision further so that, in addition to
free emigration as a criteria for China, it would require
an end to missile proliferation, aid to the Khmer Rouge,
and "slave labor."”

0 Geqrge Mitchell -~ introduced a bill which would terminate
MFN 180 davys after enactment unless the President certifies
that China has released all political priscners, granted
press freedom, ceased persecution of the pro-democracy
movement, stopped harassment of Chinese students outside
China, stopped religious persecution, ensured adequate
protection of intellectual copyrights, demonstrated good
faith in controlling the proliferation of weapons
technology, and stopped exporting products manufactured in

prisons.
Iactical Options: .
Veto Override: There is little disagreement within the
Administration and on the Hill that we are facing a
veto-override scenario on the fast-track resolution. FEollowing

a veto on fast track, the President mav be forced to veto a
conditionality bill as well.

o 1f we announce conditional MFN at the outset, we will see
Congress add on even more conditions, regardless of the
terms we impose. If we hope to end the battle with a
reasonable MFN resolution, the President should begin by
asking for uncondikional MEN.

o] Because of extensive oppcesition in Congress, we are
unlikely to win the straight MFN vote in either chamber.
We will then have to veto whatever emerges from the first
phase of MFN voting. Based on past MFN and Chinese student
votes, we will not be able to sustain a veto in the House,
and our strategy will boil down to a veto-override strategy
on the Senate side.
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Although we are unlikely to win the first phase -- the fast
track vote —- in the Senate, it is important that we win as

many Senators as p0551b1e -- otherwise we risk facing two
gt;; f}gbts ];t] L‘he “"QIESELQ“ Qf gzvg; hglm]ng ant] MEH
power. Similarly, we must fight hard in the House in that
first round because an overwhelming vote against the
President could start an avalanche in the Senate as well.

As in the China student veto fight, we will have to appeal
to party loyalty for our votes at each stage. The fact
that Mitchell introduced the strongest anti-MFN bill will
help us to portray this as a partisan fight.

© The secopnd phase -- a veto fight -- will involve persuading
34 Republican Senators to vote with the President. The
only similar Senate vote we have had was the 1990 China
student override attempt in the Senate; 37 Republican
Senators voted with us, but we had Heinz (replaced by
Wofford, a Democratic cosponsor of Mitchell's resolution),
and Humphrey and McClure, both of whom have been replaced .
by more conservative Republicans. 1In addition, another
Republican who voted with us -- Wallop -- is an original’
cosponsor of Mitchell's resc¢lution.

The third phase will depend on working with Republicans to
develop an alternate conditionality bill, which is
acceptable to the administration, After we assess the
Congressional reaction to the President notification
message on MFN, we will have to decide whether or not we
need to offer the Republicans an alternative to voting for
MFN withdrawal and/or the Mitchell bill -- thus maintaining
34 votes.

The President should identify those things that he is most
concerned about in China and those issues would be the
targets of the Republican conditionality package.

The fourth phase may involve a second veto -- if Mitchell
wins phase three. We would veto Mitchell, knowing that we
maintained our thirty four vote margin in the Senate for
the Republican alternative.
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Pursuant to Subsection 402 (d) (1) of the Trade Act of 1974
(hereinafter "the Act"), having determined that further extension
of the waiver authority granted by Subsection 402 (c) of the Act
for twelve months will substantially promote the objectives of
Section 402, I have today determined that continuation of the
waiver currently applicable to China will also substantially
promote the objectives of Section 402 of the Act. My
determination is attached and is incorporated herein.

£ ! ¢ Emi Lon D . .

China’s relatively free emigration policies have continued during
the past twelve months. In FY 1990, 16,751 U.S. immigrant visas
were issued in China. The U.S. numerical limitation for
immigrants from China was fully met. The principal restraint on
increased emigration continues to be the capacity and willingness
of other nations to absorb Chinese immigrants, not Chinese
policy. After considering all the relevant information, I have
concluded that continuing the MFN waiver will preserve the gains
already achieved on freedom of emigration and encourage further

progress.
1D F i vel

China continues to adhere to a relatively open foreign travel
policy. According to Chinese officials, issuance of passports
for private travel has increased more than threefold since 1986.
U.S. diplomatic posts in China issued 60,687 nonimmigrant wvisas
in FY 1990. 1In FY 1990, 33,800 visas were issued worldwide to
students and tourists from China, a 19 percent increase over FY
1989 and an 84 percent increase over FY 1988.

Chinese officials report that several thousand students have
returned from overseas for visits after June 1989 and have been
allowed to depart again under expedited procedures. We cannot
verify these figures, but we are not aware of any cases in which
Chinese living in the U.S. who returned to China for visits after
June 1989 were prevented from leaving again,

Foreign travel officially sponsored by the Chinese Government,
mainly involving businessmen and state-sponsored scholars,
continued to decline in FY 1990, this reflects the effects of
economic austerity measures and, in the case of scholars, concern
about extended delays in their return to China. 1In February
1990, China issued a new directive requiring recent college
graduates and fourth-year undergraduates to work for five years
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before applying for overseas study, with some exceptions. The
directive most likely has forced some students to defer their
plans for overseas study, but its full impact is unclear since
student visa applications and issuances continue to irftrease. We
are aware of a small number of individuals who have had
difficulty in obtaining permission to travel abroad, apparently
because of the political activities of their relatives in the
U.S. We have discussed these cases with Chinese authorities, who
have indicated a willingness to address the issue.

; 11 g Rights Climat

In addition to the emigration considerations of Section 402, we
are continuing to monitor closely the overall human rights
climate in China and press our concerns vigorously at all levels
of the Chinese Government. Beijing has taken a number of steps
on human rights issues that we have urged since June 1989. No
part of China is now subject to martial law. The vast majority
of those detained in the wake of the 1989 demonstrations have
been released. Over 1,000 prisoners were released since the
beginning of 1990. Prominent dissident Fang Lizhi and his family
were permitted to leave China in June 1990, and most relatives of
Chinese citizens in the U.S. who sought to join them have been
allowed to do so. Chinese diplomats have ceased threatening
Chinese students residing in the U.S. Authorities in Tibet have
avoided violence in quelling demonstrations since March 1989,
Foreign officials and journalists are again able to visit the
region, and even to tour the main prison in Lhasa.

Beijing hosted an unprecedented visit by Assistant Secretary
Schifter in December 1990. The Chinese have agreed to receive
additional human rights delegations from the Congress, Australia
and France later this year. The Schifter visit inaugurated a
more formal human rights dialogue than we have ever had with
China. 1In recent weeks, Chinese officials have begun to respond
Lo some of our key questions on the status of cases against the
detainees, the judicial process, religious repression and family
planning. They have also provided assurances that China’s
prohibition on prison exports would be enforced, and that no
special restrictions would be placed on people wishing to join
dissident relatives abroad.

I nonetheless still have serious concerns about the human rights
situation in China. According to official Chinese figures, 813
persons have been convicted by courts in Beijing on charges
stemming from the 1989 protests, including 26 so far this year.
Most were charged with crimes against persons or property but
nearly 100 of these were tried for "counterrevolutionary crimes"
(e.g., instigation or organizing rebellious activities) that
apparently involved nothing other than nonviolent political
actions. At least scores if not more have been convicted
elsewhere in China. Since 1989, others, probably including
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peaceful demonstrators, have been sent to labor reeducation camps
for up to three years after administrative hearings. Freedom of
expression, religion, the press, and association remain tightly
constrained. The Chinese continue to jam the Mandarin~language
service of Voice of America.

In Tibet, participants in ongoing pro-independence activities
continue to be subject to legal prosecution. Several hundred
persons are currently incarcerated for what appear to be only
nonviolent political activities.

impact of MFN on Qther U,S. Interests

The granting of MFN tariff status to China was a key element in
the normalization of our diplomatic relations and provided a
framework for a major expansion of our economic and commercial
relations. Maintaining non-discriminatory tariff status is
fundamental for strong bilateral trade relations with China. In
1990, bilateral trade totaled $20 billion, with Chinese exports
of $15.2 billion and U.S. exports of $4.8 billion. The United
States is China’s largest export market, absorbing 25 percent of
China’s total exports.

If MFN were withdrawn, China would reciprocate by applying its
own higher non-MFN tariffs to U.S. products and possibly erect
other trade barriers as well. With U.S. companies placed at a
disadvantage, competitors from Japan and Europe would quickly
move to replace U.S. exports in our largest markets in China --
grain, aircraft and aerospace equipment, industrial machinery,
steel products, chemicals, fertilizers and computers. U.S. joint
ventures in China would pay higher duties on imported components
from the U.S., and their exports to the U.S. would be subject to
non-MEN tariffs, jeopardizing their continued operations. Loss
of MFN would lead to higher prices for U.S. consumers of products
made in China, including toys, apparel and footwear.

Maintaining MFN is essential for promoting reform in China. The
opening of China and expansion of bilateral commercial relations
made possible by MFN have contributed significantly to improving
living standards, introducing progressive ideas and further
integrating China into the world community as it continues its
drive to modernize. Withdrawing MFN would most hurt the dynamic
coastal provinces in China which have gone the farthest in
introducing market-oriented economic reforms. It would further
isolate those in China who look to the U.S. for support in their
effort to liberalize Chinese society.

Withdrawing MFN would have a major impact on Hong Kong’s free
enterprise economy, which depends heavily on U.S.-China trade and
the health of export industries in South China. The economic
disruption which followed MFN withdrawal would further undermine
confidence in Hong Kong’s future.



While U.S.-China relations still cannot return to normal under
current circumstances, withdrawing China’s MFN status would harm
vital U.S. interests. On a variety of global and regional
issues, China has an important and sometimes crucial influence.
As a permanent member of the U.N. Security Council, China voted
for twelve resolutions on the Persian Gulf and abstained on two
others, enabling all to pass. China’s cooperation is also
important for other U.S. foreign policy objectives, such as
seeking peace in Cambodia, reducing tensions on the Korean
peninsula, and restricting transfers of nuclear, CBW and missile
equipment and technology.

In summary, maintaining non-discriminatory trade status gives
China an incentive to stay engaged on issues of vital concern to
the U.S., including human rights, non-proliferation, global and
regional affairs and trade. I hope to work with the Congress to
achieve these shared objectives.



BASIS FOR RENEWIN HINA'S MOST-FAVORED-NA A

-—China Qualifies Under the Emigration Standard of
Jackson-Vanik. China continues to maintain a relatively open

foreign travel policy. Approximately 17,000 mainland Chinese
received U.S. immigration visas in 1990. U.S. limits--and not
Chinese restrictions--prevent emigration in larger numbers.
U.S. visas issued to Chinese students and tourists rose

19 percent to 33,800 last year. Maintaining MFN promotes our
freedom of emigration and travel objectives.

—--Commercial Relationship Promotes Reform. Foreign trade and

investment keep China open to the outside world and support the
economic forces that have been driving political and social
change and encouraging a loosening of state control and more
personal freedom. Withdrawing MFN would have the greatest
adverse impact on Chinese in the most dynamic, market-oriented
coastal regions. These and other groups who depend on a
healthy commercial relationship to justify business, social and
academic contacts with the U.S. would be affected. Hardline,
xenophobic elements in China will use MFN withdrawal to ]ustlfy
restrlcQ}g' p“;w ese-contacts and”a t&ﬁgher, less responsive
9051t10n o [ _anern to u ‘

-=-0Other Mgg s Avallable to Pursue UU.S5. Interegts. The U.S. has

set the agenda for improving the bilateral relationship and has
engaged the Chinese--with tangible results--on key issues of
concern, including human rights, nonproliferation, prison labor
exports and trade issues. Eliminating what the Chinese
consider to be a fundamental pillar of the economic
relationship--MFN trade status--will seriously erode, if not
destroy, our ability to engage the Chinese on these issues.

The President has a broad range of authority to take additional
action in specific areas of concern and is prepared to do so
when it serves U.S. interests. MFN withdrawal is not the
appropriate tool to use in pursuing these disparate interests.

--A Tr War Will Hur Busin n n rs. Raising
tariffs on Chinese products will provoke trade retaliation.
This will put at risk $5 billion (1990) in U.S. exports,
including wheat ($511 million), aerospace ($749 million),
computers and electrical machinery ($860 million), fertilizer
($544 million), cotton ($259 million) and wood products ($281
million). Since no other country would face retaliation for
withdrawing MFN, U.S. business would be placed at a competitive
disadvantage. Trade actions on both sides could also adversely
affect over $4 billion in U.S. investment in China. Without
MFN, U.S. consumers would pay substantially higher prices for
Chinese-made clothing, footwear, toys, tools and electronics.

--A Constructive Relationship With China Serves World Peace. A

nation of over one billion people that is a permanent member of
the UN Security Council and has influence throughout the
developing world, China has an essential role to play in
promoting global peace and stability. China's support in the
UN helped maintain international solidarity in confronting
Iragq. Engagement with China is also serving U.S. interests in
promoting peace in Cambodia and the Korean peninsula.
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Emigration

-- China's relatively free emigration policies have continued
since the renewal of MFN status in 1990. In FY 1990,
16,751 U.S. immigrant visas were issued in the PRC. The
U.S. numerical limitation for immigrants from China was
fully met.

-- The principal restraint on increased emigration continues
to be the capacity and willingness of other nations to
absorb Chinese immigrants, not Chinese policy.

Foreign Travel Polici

-— China continues to adhere to a relatively open foreign
travel policy. According to Chinese officials, 255,000
persons were issued passports for private travel of all
kinds in 1990, a more than three-fold increase from 1986.
U.S. diplomatic posts in China issued 60,687 nonimmigrant
visas in FY 1990. Last year, 33,800 nonimmigrant visas
were issued worldwide to Chinese students and tourists, a
19 percent increase over FY 1989 and an 84 percent increase
over FY 1988.

-- Chinese officials report that several thousand students
have returned from overseas for visits after June 1989 and
have been allowed to depart again under expedited
procedures. We cannot verify these figures, but we are not
aware of any cases in which Chinese living in the U.S. who
returned to China for visits after June 1989 were prevented
from leaving again.

—-- Foreign travel officially sponsored by the Chinese
Government continued to decline in FY 1990, reflecting
economic austerity measures and concern about extended
delays in the return of officially sponsored scholars to
China.

-—- In February 1990, China issued a new directive requiring
recent college graduates and fourth-year undergraduates to
work for five years before applying for overseas study,
with some exceptions. This directive has undoubtedly
forced some students to defer their plans for overseas
study. However, its full impact is unclear since student
visa applications and issuances continue to increase.

-—- We are aware of a small number of individuals who have had
difficulty in obtaining permission to travel abroad,
apparently because of the political activities of their
relatives in the U.S. We have discussed these cases with
Chinese authorities, who have indicated a willingness to
address the issue.
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Expor v Is W B r If MFN is
withdrawn, Chinese trade retaliation is certain, including
reciprocal loss of MFN status for U.S. exports to China and
possibly other administrative measures to market access.

o] Since no other countries would be withdrawing China's
MFN status, U.S. companies would be put at a
competitive disadvantage. Major exports at stake and
their sales in 1990 include:

~-Wheat %511 million

--Aircraft/Aerospace Equipment $749 million
—-Fertilizer $544 million

--Cotton $259 million

--Timber/paper $281 million

--Computers & Electric Products $860 million
—--Chemicals $273 million

0 wich now total almost
_ : t41.0f over $4 billion,

a” ”y”ﬁigherfdutleS’on U.S.-made components and
their exports to the U.S. would be subject to higher
non-MFN U.S. duties

Co rs Woul uffer. U.S. consumers and retailers would

have to pay the sharply higher non-MFN duty rates on
Chinese-made imports, including footwear, clothing and toys
and electrical products. Examples include:

MFN Duty (%) non-MFN Duty (%)
Footwear 6.0 35.0
Sweaters 6.0 60.0
Stuffed Toys 6.8 70.0
Fans 4.7 35.0
Other Tools At Qur Disposal tgo Resolve Key Trade Concerns.

We have ongoing discussions with the Chinese on key
economic and trade issues, including market access,
intellectual property protection (where China was recently
identified under Special 301), textile transshipments and
dumping. We have made progress in some areas and utilized
existing legislation to take additional action where
necessary. China has expressed a willingness to stay
engaged to resolve our concerns. Withdrawing MFN would
seriously weaken our negotiating position on these issues.



IMPACT OF MFN WITHDRAWA HON N B R

- Im n n ng's Econom The health of Hong Kong's
economy is increasingly tied to the growth of south China's
export industry. Approximately 2,500 Hong Kong enterprises
have shifted their export bound production facilities to
the Pearl River delta in Guangdong Province. An additional
10,000-15,000 south China enterprises do assembly work for
Hong Kong companies.

- China is Hong Kong's largest trading partner, accounting
for 39 percent of total 1990 trade. Re-exports, which grew
by 20 percent in 1990, underpin Hong Kong's trade
performance.

o According to the Hong Kong Government, loss of MFN
status could cut Chinese re-exports via Hong Kong by up
to 44 percent or $4.6 billion.

0 First-year effects could 1nclude $1.2 billion in lost
1ncome,and 434 ~parcent of Hong Kong's

- de Blgw tQ Local ggnfldgngg, MFN denial would further

erode local confidence, already badly shaken by Tiananmen,
in the run-up to resumption of Chinese sovereignty in
1997,

¢ The drop in confidence would accelerate outward
migration from Hong Kong, which now exceeds 50,000 a
year and includes many professionals and managers.

- U.S. Business Interests Would Be Hurt. The U.S. has the

largest number of regional headquarters in Hong Kong, with
over 40 percent of the total or 252 offices. Almost half
are engaged 1in trading activities with China, a principal
market and source of supply.

o U.S. investment of over $6 billion accounts for almost
one-quarter of foreign direct investment in Hong Kong.
A 1990 American Chamber of Commerce survey indicated
that 70 percent of the approximately 900 U.S. member
firms would be adversely affected and 50 percent would
consider reducing staff.



MFN Decision and Arms Proliferation Policy

MFN Decision Advances U.S, Interests. Continuing China‘*s MFN

status preserves a PRC stake in moving toward the international
consensus on nuclear, missile, and CW nonproliferation, an
objective the Administration and Congress share.

Engagement Pays Off in the Long Run. Beginning in the
mid-eighties, both China's policies and the global

nonproliferation context began to change. China, which once
held an antagonistic view of multilateral controls on nuclear
exports, joined the IAEA in 1984 and sent observers to the NPT
Review Conference in 1990. China's 1987 sale of CSS-2 missiles
to Saudi Arabia pre-dated the INF Agreement, the establishment
of the Missile Technology Control Regime. In 1989, China made a
public commitment to refrain from medium-range missile
deliveries to the Middle East--and has kept to that commitment.

Nuclear Preoliferation. Our expression of concern about
Sino-Algerian nuclear cooperation has led to commitments by both

countries to place the cooperation under IAEA safeguards and
their pledges that the cooperation is strictly for peaceful
purposes. We await the next step, i.e. Algeria's discussions
with the IAEA., We view favorably China's public position on
nuclear exports, but would like to see China take the further
steps of joining the NPT and adopting Nuclear Suppliers
Guidelines. Serious concerns remain; the Administration will
not ignore current problems in this area.

Misgiles. We have engaged in intensive dialogue with Beijing on
its missile export policy. It is clear that in some cases China
has declined proposed missile exports because of foreign policy
considerations. More broadly, the Chinese Ambassador said
recently that China supports effective international control on
military sales, including missiles. That statement constitutes
a modest step toward our objective of a PRC commitment to
observe MTCR guidelines. China's missile export policy remains
a high priority in our bilateral dialogue; problems that
originated before the establishment of the MTCR have not
disappeared, but we have seen some progress over the past
half-decade. China is not a rogue elephant on proliferation:
its policy is gradually changing in a favorable direction. We
aim to accelerate that trend.

Chemical Weapons. China is on record opposing the manufacture
and transfer of chemical weapons, and is participating in
multilateral efforts to ban chemical weapons. We have made some
progress on the subject of controls over exports of CW
precursors, and we hope to advance discussions in this vital

area.

Nex t . We are encouraged by progress in some areas and
still see a need for progress in others. It is because of our
continuing concerns that we want to maintain a constructive
nonproliferation dialogue with Beijing. Under Secretary Kimmitt
raised these issues in Beijing in May, and Under Secretary
Bartholomew will follow up during his upcoming visit to China.



US-PRC RELATIONS: SERVING U.S, INTERESTS

Qur Tiananmen sanctions remain in place, though most of the
rest of the G-7 and EC have ended their sanctions (our
sanctions: suspension of weapons exports and military
programs, TDP grants, and OPIC programs).

Our policy of preserving core elements of bilateral
relations has succeeded in motivating positive action from
China on human rights and proliferation issues.

- dial n human righ h T ntl iel :

—-~An accounting of those detained since events of June
198%9:

——A total of 1804 were detained for
investigation. 860 had been released by June 6,
1990 and 119 since then.

--0f those tried, by the end of 1990 715 were
convicted of "beating, smashing, burning,
looting, and killing" and 72 of "plots to subvert
the government and the socialist system."

Another 26 have been convicted in 1991.

--There are 21 still awaiting trial, including
some who are receiving medical treatment at home,
such as Han Dongfang.

~-public commitment to prevent export of prison labor
products;

--positive assurance on family reunification;

—-initiation of a human rights dialogue with U.S. and
other Western countries;

--a partial response to our queries on status of
detained Christians.

- The Chinese are moving in the right direction on
proliferation:

--China attended at NPT RevCon in 1990;
--China acceded to the Seabed Treaty in 1991;

~~51ino-Algerian Nuclear issue--public expression of
willingness to follow international practice in terms
of placing the cooperation under IAEA safeguards and
issuing assurance that it is strictly for peaceful
puUrposes;
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--China supported UN consensus on elimination of Iragqi
weapons of mass destruction;

~~China recently issued a public expression of support
for effective 1nternat1ona1 control of military sales,
including missiles;

—-President Yang Shangkun recently stated
unequivocally that, apart from the 1987 sale of CSS-2
missiles to Saudi Arabia, China had not sold any
itermediate-range missiles. He explicitly denied
China had so0ld such missiles to Iran or Syria.

--We have a dialogue--not monologue--on proliferation
issues, including our desire for a Chinese commitment
to observe MTCR guidelines.

~-  China continues to share common ground with us on
lobai/reaional i :

——China supported the international consensus during
the Gulf crisis, including enforcement of military and
commercial sanctions, observers to UNIXOM, relief
supplies to Kurdish and Shiite refugees;

--is cooperating with efforts to find a comprehensive
political solution to the Cambodian issue;

--shares our objective of reducing tension on the
Korean peninsula and has taken positive steps to
achieve that objective, including upgrading ties to
Seoul.

The Administration has not flinched from tough action when
necessary, but has not been casual with tools to influence
positive change in order not to close off all opportunity
to engage constructively the Chinese:

- The Administration is protecting U.S. interests in the
trade area, e.g. designating China under Special 301
because of inadequate progress on IPR and halting
illegal textile shipments;

- the Administration is reviewing the tools available to
underline the seriousness with which we view
proliferation issues. We are looking at ways of
injecting new momentum in our discussions with Beijing
on the desirability of a PRC commitment to move close
to the international consensus on nonproliferation,
e.g. jolning the NPT and observing Missile Technology
Control Regime guidelines.

We have maintained cooperation or achieved objectives
listed above by means of patience and principle:
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- Patience: we recognize that we cannot impose our
values on the Chinese. We have made clear where we
have different views, and have noted what we perceive
as the mutual benefit in narrowing the gap between us
on such issues as human rights and nonproliferation.
We cannot force Beijing to see it our way--China has
to have a stake in changing its domestic policies to
track more closely with international standards.

- Principle: Have not abandoned basic principles of
human rights. We seek to narrow differences where
possible (e.g prison labor, family reunification) and
maintain firm advocacy where substantial progress has
not yet been possible (religious freedom, right to
express personal political views without fear of
persecution, etc.)

This combination of patience and principle is gradually
yielding progress. It is in the best interest of the
American and Chinese people to maintain this policy--it is
working.

China has come a long way since we first engaged in 1971.
Beijing has established the year 2000 as its target date
for "modernization." This may be unrealistically ambitious
solely in terms of the economic and commercial
implications. The political, social, and cultural changes
implied in China's transformation from a developing to a
developed country will take even longer.

- Qur policy is designed to maintain momentum in that
process to help China achieve the broadest possible
modernization at the earliest possible date.

The choice in China policy has been presented as a false
dichotomy: between expression of broad condemnation and
immediate imposition of maximum pressure to radically and
‘simultaneously alter China's domestic and international
policies or a complete sell-out of our fundamental values
in favor of cold calculations about our strategic interests.

- In fact, a patient strategy as described in the
foregoing, that helps the Chinese people and serves
long-term U.S. interests, is practical and is working.
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VOTE NO. 1 JANUARY 25, 1990

aenimmigrant status has expired. As well, the President instructed the Immigration and Naturalization Service to grant
isylum to any person who feared persecution as a result of their opposition to mandatory government policies of
forced sterilizations and/or abortions. In addition, the President argued that the bill impeded his ability to conduct
foreign policy.

On January 24, 1990, the House voted, 390 to 25, to override the President’s veto.

NOTE: A yea vote was a vote to override the President’s veto; a nay vote was a vote to sustain the veto. A two-
‘hirds majority of those present and voting (66 in this case) is required to override a veto.

Those favoring the veto override contended.:

President Bush’s veto of H.R. 2712 last November tarnished America’s proud history of support for human rights.
T'o remain true to that past, this Senate must pass H.R. 2712, the objections of the President notwithstanding.

June 4, 1989, was a day of shame in the history of China, when its government of old men slaughtered hundreds, if
10t thousands, of young students peacefully advocating democracy. This barbaric act, condemned by all civilized
rations, was followed by wholesale arrests, imprisonments, and executions of Chinese youths whose only crime was to
1ave studied in America and to have brought back with them to their homeland our democratic ideals. As part of its
solicy of terror and intimidation, China’s government intimated that Chinese students who had to return home
following the expiration of their visas would be dealt with harshly. To obviate such punishment, last year the House
'by a vote of 403-0) and Senate (by voice vote) passed H.R. 2712, which exempted the 40,000 Chinese students
studying in the United States from returning to China.

This statutory protection, though, was capriciously eliminated by President Bush, Claiming that he would by
:xecutive action waive the return-home obligation, and that he needed a free hand to conduct China policy, the
resident returned H.R, 2712 to us unsigned.

To begin with, many question the President’s authority to declare such a change in immigration regulations, His
yrder provides no statutory legal protection for the Chinese students and can be revoked by the President at his
liscretion. In addition, the President’s order may be open to court challenge, as it appears his action is inconsistent
vith current immigration statutes. Only legislative changes in present law would unquestionably allow these students to
'emain in the United States. :

As well, while the President argued that he needed to be free of Congressional interference in the conduct of his
“hina policy, his strategy since June 4, 1989, deserves our intense scrutiny. Merely a month after the Tianamen Square
nurders, the President dispatched a secret mission to Peking to express the outrage of the United States at the action
)f the Chinese government. This was to no effect; since July, 1989, the government of China has detained or arrested
nore than 10,000 people, imprisoned more than 800 citizens for counterrevolutionary crimes, and executed up to 1,400
tudents and workers who participated in the democracy protests. In November, the President sent another delegation
o meet the Chinese and, while martial law had been recently lified in Peking, the government promulgated harsh new
aws suppressing political dissent, combined the Peking police with several army units, and began a wholesale
‘purification” campaign of the Chinese Communist party, aimed at identifying and punishing democracy advocates. In
he face of these facts, the President continues to insist that his policies are succeeding, and that Congressional
yrotection of Chinese students seriously threatens his policy.

We do not subscribe to the President’s point of view. While our relationship with China has always been
:omplicated, the President’s veto called into question United States support for human rights, and was seen as a
owardly kowtow to the butchers of Peking. We must not allow the Chinese government to believe that their brutal
ictions of last June are in any way endorsed by the government of the United States, and we strongly urge our
;ofleagues to override the President’s veto, pass H.R. 2712, and restore the luster to our tarnished human rights legacy.

Those opposing the veta override contended:

We share the revulsion and outrage of our colleagues over the deplorable behavior of the Chinese government last
‘une, when it sent tanks into Tianamen Square to kill peaceful students whose only offense was to demonstrate for
lemocracy, Such abhorrent behavior deserves the opprobrium of the world community. However, the Congress was
arried away on an emotional tide last year when it passed H.R. 2712, and the President rightly vetoed the bill. -

Uniquely qualified to judge the nuances of our relationship with China (George Bush served as America’s liaison to
“hina in 1975-76), the President believed that statutory protection would wreak havoc on the strategic U.S.-China
elationship (and according to the Chinese Foreign Ministry, the consequences of a veto override would be quite
rave). Instead, to protect the Chinese students and uphold our historic advocacy of human rights, the President by
xecutive action altered the immigration status, not only of these 40,000 Chinese citizens, but alt Chinese nationals
urrently in the United States who do not wish to return, protecting them for at least four years. Further, the President
1as promised, in his veto message, in communications with Senators, and in press conferences, that no Chinese student
vill be sent back to China until the conditions in China change.

|
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Since the President has done more by executive action than H.R. 2712 ever could, why then are we considering an
override of the President’s veto? Those who advocate passing H.R. 2712 argue that the President’s China policy has
been unsuccessful. We do not share that view. By carefully preserving the fundamental elements of the U.S.-China
strategic relationship throughout the past several months, progress has been made in several areas. For example, China
has: assured the United States that it will refrain from selling missiles in the Middle East; lifted martial law in Peking:
released nearly 600 Chinese political prisoners; opened many previously sealed Catholic churches; taken an active and
flexible role in the nepotiations over the future of Cambodia; initiated discussions on a renewal of Fulbright
feliowships and the operation of the Peace Corps in their country; and allowed over 7,000 new students to study in the
United States. While the Chinese situation remains unsatisfactory, it is clear that the careful and measured diplomacs
of President Bush has yielded progressive dividends.

With the President protecting ail Chinese nationals in the United States, and the government of China relaxing 1«
grip, we can only conclude that those who wish to override the President’s veto are engaged in a crass partisan exeicis«
that fouls any legitimate differences Senators may have regarding the President’s foreign policy. It is no coincider.:
that all Democratic Senators support the override effort, that the Democratic leadership of both the House and ke
Senate have criticized the President’s veto throughout the last two months {some using the pejorative term "kowt s
to describe the President’s actions), and that this override attempt was scheduled as the first item of business for
Senate this year. We hope our colleagues will join us to reject this political exercise, support the President in -
conduct of foreign policy, and resolve, in the future, to debate our differences on a more elevated plane free
partisan wrangling. We strongly urge all Senators to sustain the President’s veto of H.R. 2712,



THE WHITE HOUSE
WASHINGTON

JUNE 3, 1991

MEMORANDUM FOR VICE PRESIDENT
GOVERNOR SUNUNU
RICHARD DARMAN
MICHAEL BOSKIN
SERGEANT CASTLE
ALL COMMISSIONEE OFFICERS

THROUGH: DAVID DEMARES

FROM: BOBBIE KILBERGE/"’
SICHAN SIV.O™ o,
LEIGH ANN METZGER 4 L4+

SUBJECT: UPCOMING BRIEFINGS ORGANIZED BY THE OFFICE OF
PUBLIC LIAISON

Below is the current list of White House briefings, events and
photo-ops scheduled by the Office of Public Liaison for upcoming
months. We would like you to participate in whatever briefings
or events interest you and suit your schedule. Also, if there
are any issues of importance you wish to raise with these groups,
please let us know.

If you would like more information about any particular briefing,
please feel free to contact the project officer at (X7845).

JUNE 3, 1991

National Council of Jewish Women
10:00-11:30 a.m.; Indian Treaty Room
40 attendees

Project Officer: Kathy Jeavons

National Federation of Independent Business (POTUS)
1:00-1:30 p.m.; Hyatt Regency

800 attendees

Project Officer: Jeff Vogt

JUNE 4, 1991

Iowa Chamber of Commerce

5:00-6:00 p.m.; Indian Treaty Room
100 attendees

Project Officer: Molly Osborne



JUNE 5, 1991

Meeting with the Leadership of the Orthodox Union (POTUS)
of America

1:45 p.m.; Roosevelt Room

18 attendees

Project Officer: Kathy Jeavons

JUNE 7, 31991

U.S. Business and Industrial Council
10:45-11:45 a.m.; Room 22

35 attendees

Project Officer: Mclly Osborne

First Friday Group

11:30 a.m.-12:30 p.m.; Indian Treaty Room
40 attendees

Project Officer: Kathy Rust

Pakistani-American Briefing
2:30-4:40 p.m.; Room 450

220 attendees

Project Officer: Jim Schaefer

JUNE 11, 1991

National Association of Meat Purveyors
11:00 a.m.-12:00 p.m.; Room 180

20 attendees

Project Officer: Molly Osborne

JUNE 13, 1991

National Cattlemen's Association
9:30-10:30 a.m.; Room 22

70 attendees

Project Officer: Molly Osborne

President's Dinner Supporters from the Korean-American Community
10:00 a.m.-12:00 p.m.; Indian Treaty Room

60 attendees

Project Officer: Jim Schaefer

Multiple Sclerosis Mother & Father of the Year Photo-op (POTUS)
11:15 a.m.; Oval Office
Project Officer: Helen Mobley



JUNE 14, 1991

"Congress on Cardiology"
9:00-10:30 a.m.; Room 450

100 attendees

Project Officer: Kathy Jeavons

1991 Farm Women's Forum

9:30~-11:00 a.m.; Indian Treaty Room
100 attendees

Project Officer: Molly Osborne

JUNE 18, 1991

Meeting with Recreation Roundtable (POTUS)
1:15 p.m.; Roosevelt Room

(TBD) attendees

Project Officer: Kathy Jeavons

JUNE 19, 1991

Public Health Service Primary Care Policy Fellowship
9:00-10:30 a.m.; Indian Treaty Roon

30 attendees

Project Officer: Kathy Jeavons

Insurance Federation of Minnesota
10:00-11:00 a.m.; Room 180

20 attendees

Project Officer: Molly Osborne

JUNE 20, 1991

National Council of Hispanic Women
9:00 a.m.; Room 450

150 attendees

Project Officer: Shiree Sanchez

International Dairy Foods Association
9:30-11:00 a.m.; Indian Treaty Room
100 attendees

Project Officer: Molly Osborne

Traditional Values Coalition
2;00-3:30 p.m.; Room 450

100 attendees

Project Officer: Kathy Rust



JUNE 21, 1991

Association of School Business Officials
10:00-11:30 a.m.; Indian Treaty Room

50 attendees

Project Officer: Jane Leonard

Heritage Foundation
2:00-3:00 p.m.; Room 476

30 attendees

Project Officer: Kathy Rust

JUNE 26, 1991

High School Student Ambassador Program
11:00 a.m.-12:00 p.m.; Room 450

200 attendees

Project Officer: Jane Leonard

Center for the Study of the Presidency's Board of Directors
1:15 p.m.; Ward Room

18 attendees

Project Officer: Helen Mobley

JUNE 28, 1991

Organization of Chinese Americans
Time (TBD); Room (TBD)

(TBD) attendees

Project Officer: Jim Schaefer

JULY 25, 1991

Photo-op with State President of Future (POTUS)
Farmers of America

11:15 a.m.; Room (TBD)

(TBD) attendees

Project Officer: Molly Osborne

National Paint & Coatings Association
1:30-2:30 p.m.; Roosevelt Room

25 attendees

Project Officer: Molly Osborne
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REVIEW & QOUTLOOK

Helping China

With gut outrage Americans
watched two years ago as China's
comimunist rulers massacred the
Tiananmen Square democracy move-
ment. Today, Congress is pouring
similar feeling into a fight with Presi-
dent Bush over whether China de-
serves an extension of its “‘most-fa-
vored-nation’™ trading status. Presi-
dent Bush wants MFN renewed, argu-
ing in his speech at Yale University
last Monday that It is wrong to iso-
late China if we hope to influence
China.”" A vocal crowd in Congress
says that Mr. Bush is too soft on
China, that there should be no renewal
of MFN without strict human-rights
conditions attached. Senate Majority
Leader George Mitchell accused Mr.
Bush recently of a double standard,
‘‘one for other nations and another for
China.”

No doubt there are parties to this
debate who truly understand the dis-
gusting intricacies of China’s commu-
nist regime and honestly care whether
China’s 1.1 billion people achieve the
freedom some died for in 1989. But if
America's political leaders want to
advance freedom in China, it's time
they began plastering large-character
posters on Capitol Hill with slogans
reminding themselves that the matter
at hand is supposed to be China, not
power games between Congress and
the President.

.Who Should Be Favored

From that base line, there might
be a chance of sorting out the real is-
sues. America’s puzzle fromn the be-
ginning has been how to punish
China's government for remaining
communist, while at the same time
supporting China's people in their de-
sire for freedom. The Chinese commu-
nist state has snaked its way so
deeply into most aspects of Chinese
private life that separating the des-
pots from the repressed is a delicate
{ob. Fortunately, there are finer pol-
icy tools for this task than the base-
ball-bat thwack of revoking MFN—if
only the politicians would stop emot-
ing long enough to think.

Rather than trashing trade, Amer-
ica would do better to reconsider its
role in direct handouts to the Chinese
government, such as multilateral aid.
America would also do better to re-
mind Beijing that there are increas-
ingly attractive rivals in Asia for
Washington's favors—especially the
fagt-reforming Nationalist Chinese
government on Taiwan.

= Among the problems with the MFN
appmgch is that it Is perilous for
Asfiefica even in the clearest cases to
invioke trade sanctions as tools for the
poljfical reform of foreign trading
pdrthers. And in the China MFN de-
b3te it is hard to track the fine line
befween the lofty moral urge and the
d;éafy self-serving demands of pro-
tec:honlst .Congressman playing to
the)p local lobbyists.,
- <Well before Tiananmen there was
afready a protectionist fervor to some
ofAmerica’s dealings with China. The
U8, has for years imposed quotas on
Chinese garment imports at the be-
hest of the U.S. textile lobby—and the

which handles some 70% of China's
exports and stands as Asia’s greatest
monument to the benefits of trade.

Some may consider all this worth
the cost if China's leaders comply
with demands to release various
jailed dissidents, end slave labor in
prison and generally desist from the
more visibly foul practices that come
with the communist system. Problem
is, that's hostage-politics. The signal it
sends to Beijing is that it’s all right to
jail and torture people, as long as you
eventually and publicly release some
of them.

The human-rights issue should not
be whether China at any given mo-
ment holds six political prisoners or
60,000, but whether the government
wields the power to jail people at
whim. The Comimunist Party’s control
does not depend on driving tanks
through Beijing every day; only on
being in a position to order in the
tanks when it feels the urge. That
must change if China is truly to re-
form. For that, it is probably neces-
sary for the Beijing communist rulers
not just to display better manners, but
to surrender power.

Better Options

Rather than rant about MFN, per-
kaps both Congress and the adminis-
tration should take another look at
policy options that would be felt fore-
most by the top cadres in Beijing.

A beginning, unorthodox but direct,
would he to renew MFN, but rename
it. If we're going to send messages
with this device, call it Capitalism Re-
guires Democracy status.

A deeper reprimand would be to
lobby against multilateral aid and
comfort to the Chinese government.
The U.S. may not unilaterally control
disbursements by the World Bank, the
Asian Development Bank and United
Nations’ charity organizations, but it
has a strong voice. Any funds or pro-
grams these outfits administer must
be filtered through the control of
China's central government, which
shores up the state institutions that do
the filtering.

The amounts involved are rela-
tively minor compared with China's
commercial trade. But the mere will-
ingness of these institutions to deal
with China provides a seal of approval
that is grossly inappropriate. The
Asian Development Bank, for exam-
ple, has dumped $11.5 million in tech-
nical-assistance grants into China

since the People's Republic joined the

ADB in 1986—about half of that since
Tiananmen—and is scheduled this
month to consider the multimillion-
dollar financing of a state railway
project. The World Bank earlier this
year approved a $168.4 miliion loan to
China to help improve living condi-
tions in three Chinese cities.

What would best improve living
conditions in Chinese cities would be
the disappearance of the communist
party. That seems an appropriate
measure of when it would make sense
to resume the supply of any funds that
originate with American taxpayers
and flow through the hands of China's
government.
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Winnie Mandela

As Her Neighbors
See Her

By NOMAVENDA MATHIANE

SOWETO, South Africa — For four
months, the trial of Winnie Mandela con-
sumed the attention not just of South Afri-
cans but of the rest of the world. On May
13, Supreme Court Judge Michael Steg-
mann convicted her of kidnapping four
boys in 1958, and acting as an accessory af-
ter the fact to a beating that ended with
one of the boys dead. The judge had re-
jected her alibi as the testimony of “a
calm, composed, deliberate, unblushing
liar.,” When Mrs, Mandela stepped out of
the Johannesburg courthouse that after-
noon, South Africa’s newspaper offices ex-
ploded with activity. But in Soweto it was
just an ordinary day.

It is one of the many insults hurled at

black South Africans that much of the .

world believes we are one monolithic mass
that follows the leadership of one political
party with one uniform viewpoint. In fact,
when the attorney general decided to pros-
ecute Mrs. Mandela, township opinion was
as divided as ever.

Many biacks who de not belong to the
African National Congress, especially
those who belong to rival political organi-
zations, were quite happy to learn of the
prosecution. On the other hand, blacks who
live outside of Johannesburg—and who had
not been on the receiving end of Mrs. Man-
dela’s “football club™’ —often refused to be-
lieve what they read in the newspapers. As
for the unsophisticated people who live in
rural areas, wiio find it hard to understand
what goes on in the cities at the best of
times, the whole case was mind-boggling
to them,

Even within the ANC there were divi-
sions. The dogmatists fumed: They simply
insisted that Mrs. Mandela was being har-
assed. The young zealots who will follow
her to the end danced and chanted outside
the courthouse. By contrast, the ANC's
more educated adherents were embar-
rassed by the whole business.

Many leading black South Africans dis-
like Mrs. Mandela. They are offended by
her imperious style, her vicious temper,
her refusal to listen to advice and her bad
habit of shooting off her mouth.

Mrs. Mandela profits above ail from the
high regard in which black South Africans
hold her husband. “‘I am not a member of
the ANC,” one upwardly mobile young
black executive told me during the trial,
“but their enemies are also mine, even
though their friends are not necessarily
mine."”

But that regard is not unconditional,
and it sometimes seems that the better
you know Winnie, the less you like her. In
Phomolong, the area of Soweto where the
Mandelas and other older ANC leaders
live, people are not protective of her. Pho-
molong is where the incidents that led to
the prosecution took place. Many people
there stii remember the night Mrs. Man-
dela’s football club broke up the A-Train
Tavern, or how they killed a deserter from
the club in broad daylight outside a local
social hall, or their burning down of a
house, two doors from that of the late Pan
African Congress leader Zeph Mothopeng,
in which a teen-age girl lost her life.

Most of the members of the club were
children from the Phomolong area. Every-
one knew which of them were responsible
for the murder of the beauty queen Ma-
sathaba Loate; everyone feels sorry for
Lerotho di Ikaneng, who quit the gang and
has survived three attempts on his life by
his former comrades-—even as they re-
member his victims while he still belonged
to the club.

If anything, it was South Africa’s and
the rest of the world's white press that was
responsible for Mrs. Mandeia’s image as a
black leader. It was white journalists who
conferred the title ‘‘Mother of the Nation”
on her; if the matter had been left to the
masses T have nn donbt the title would
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pots from the repressed is a delicate
job. Fortunately, there are finer pol-
icy tools for this task than the base-
ball-bat thwack of revoking MFN—if
only the politicians would stop emot-
ing long enough to think.

Rather than trashing trade, Amer-
ica would do better to reconsider its
role in direct handouts to the Chinese
government, such as multilateral aid.
America would also do better to re-
mind Beijing that there are increas-
ingly attractive rivals in Asia for
Washington’s favors—especially the
fdst-reforming Nationalist Chinese
gavernment on Taiwan.

~ Among the problems with the MFN
approgch is that it is perilous for
Asierica even in the clearest cases to
invoke trade sanctions as tools for the
potitical reform of foreign trading
parfiers. And in the China MFN de-
bate it is hard to track the fine line
befween the lofty moral urge and the

;e“aﬁy self-serving demands of pro-
tectionist Congressman playing to
the;r Tocal lobbyists.

~Well before Tiananmen there was
aﬁ'eady a protectionist fervor to some
otAmerlca s dealings with China. The
U=S. has for years imposed quotas on
Chinese garment imports at the be-
hest of the U.S. textile lobby—and the
expense of the American consumer.
Currently there are guotas on such
goods as yarn, fabrics, shoes and um-
brellas. American quotas apply also to
many such items made in Hong Kong.
These policies have nothing to do with
U.S. coneern for human rights or the
general prosperity—except to under-
mine them.

The Meaning of MFN

A glance at the U.S. tariff sched-
ules confirms that withdrawing MFN
would hurt the freest parts of China,
which are the small private enter-
prises along the southern coast. It is
important to understand that MEN,
despite its name, is not a status con-
ferred on a favored few. M¥N is sim-
ply the odd label for routine trading
status with the U.S., conferred on ail
but about a dozen hostile countries
such as North Korea, Vietnam and the
Soviet Union. Any counfry selling its
goods into America under MFN is ba-
sically competing in the world mar-
ket. That means any huge tariff in-
crease for Chinese goods would trans-
late in effect into a blockade.

Should America withdraw MFN
from China, the new fariff schedule
applied to Chinese imports wouid rise
most drastically for the light con-
sumer goods that make up the bulk of
China's sales to the U.S. Tariffs on
cotton T-shirts would rise to 30% from
21%. Tariffs on toys and music boxes
would rise to 70% from 6.8%. Cotton
petticoats would take a 90%. tariff hit,
up from 17%.

Manufacturing for the export of
such discount-store products is pre-
cisely. what has in recent years
brought a westward-looking boom to
the coastal Chinese provinces of
(Guangdong—next to Hong Kong, and
Fujien—across the strait from Tai-
wan. Guangdong alone, with some 65
million people or 6% of the Chinese
population, accounted last year for
about $22 billion in sales abroad, or
more than one-third of China's ex-
ports.

Revoking MFN would also deeply
damage free-market Hong Kong,

has a strong voice. Any tfunds or pro-
grams these outfits administer must
be filtered through the control of
China’s central government, which
shores up the state institutions that do
the filtering.

The amounts involved are rela-
tively minor compared with China’s
commercial trade. But the mere will-
ingness of these institutions to deal
with China provides a seal of approval
that is grossly inappropriate. The
Asian Development Bank, for exam-
ple, has dumped $11.5 million in tech-
nical-assistance grants into China

since the People’s Republic joined the

ADB in 1986—about half of that since
Tiananmen—and is scheduled this
month to consider the multimillion-
dollar financing of a state railway
project. The World Bank earlier this
year approved a $168.4 million loan to
China to help improve living condi-
tions in three Chinese cities.

What would best improve living
conditions in Chinese cities would be
the disappearance of the communist
party. That seems an appropriate
measure of when it would make sense
to resume the supply of any funds that
originate with American taxpayers
and flow through the hands of China’s
government.

Don’t Punish Consumers

Though cutting off a $600,000 grant
such as that approved this past Janu-
ary by the ADB for “Environmental
Impact Assessment Training'' might
sound like small stuif, it will be felt
immediately by the cadres on the re-
ceiving end—where it translates into
big money. If the aim is to train Chi-

nese officials, the money could better

be spent offering scholarships to come
to the U.S. and return home spiritu-
ally polluted and schooled in the daily
ways of a democracy. For Americans,
taking this approach rather than
slamming shut trade has the added
advantage that it doesn't punish U.S.
consumers.

If anything, it would either save
them tax money, or put it to better
use in countries where zid at least
stands a better chance of serving de-
cent ends--such as the newly non-
communist countries of Eastern Eu-
rope.

Want another productive policy ini-
tiative? Lobby loudly for the admis-
sion of Taiwan ahead of Communist
China to both the General Agreement
on Tariffs and Trade and the newly
formed Asian-Pacific Economic Con-
ference. That would leave it even less
ambiguous that America likes to rec-
ognize and reward the achievements
of democratizing Chinese pgovern-
ments—but has less time for people
who drive tanks through Tiananmen
Square.

It may be too much to hope that
Congress can resist cheap shots at
George Bush over MFN, or that the
administration would actually throw
its full weight into swaying the bu-
reaucrats of the World Bank, ADB
and U.N. There would be stiff resis-
tance from the staffers of these organ-
izations-who are important in China
only as long as they tender the com-
munists money and respect. But by
leaving trade to take care of itself and
by focusing directly on Beijing's more
obvious vulnerabilities, the parties to
the MFN debate would better help
both China and America, which is pre-
sumably the point of the exercise.

the ANC,” one upwardly mobile young
black executive told me during the trial,
“but their enemies are also mine, even
though their friends are not necessarily
mine.”

But that regard is not unconditional,
and it sometimes seems that the better
you know Winnie, the less you like her. In
Phomolong, the area of Soweto where the
Mandelas and other older ANC leaders
live, people are not protective of her. Pho-
motong is where the incidents that led to
the prosecution took place. Many people
there still remember the night Mrs. Man-

dela's football club broke up the A-Train |

Tavern, or how they killed a deserter from
the club in broad daylight outside a local
social hall, or their burning down of a
house, two doors from that of the late Pan
African Congress leader Zeph Mothopeng,
in which a teen-age girl lost her life.

Most of the members of the club were
children from the Phomolong area. Every-
one knew which of them were responsible
for the murder of the beauty queen Ma-
sathaba Loate; everyone feels sorry for
Lerotho di Ikaneng, who quit the gang and
has survived three attempts on his life by
his former comrades—even as they re-
member his victims while he still belonged
to the club.

If anything, it was South Africa's and
the rest of the world's white press that was
responsible for Mrs. Mandela's image as a
black leader. It was white journalists who
conferred the titie ““Mother of the Nation"”
on her; if the matter had been left to the
masses, I have no doubt the title would
have gone instead to the motherly wife of
Walter Sisulu, the titular chief of the ANC.
And Mrs. Mandela reciprocated these at-
tentions: Although ignorant of the names
of the leading biack journalists, she was on
a first-name basis .
with white journal-
ists.

But like many
people who have
risen to powerful po-
sitions, she soon be-
came arrogant. She
started to treat her
white admirers
shabbily, refusing to
respond to phone
calls, breaking ap-
peintments, and
abusing those who
questicned her. Now
the white press at home and abroad has
turned on her.

White criticism of Mrs. Mandela puts
many blacks in an awkward situation.
When one of the ‘‘returnees” —the gld ANC
members whe have spent the past 25 years
in exile—decided to curry favor with the
Mandelas by nominating Mrs. Mandela to
be head of the ANC's Women’'s League,
many of the ANC's white sympathizers ob-
jected. The issue then became racial, with
black members refusing to support the
whites’ objections. But when it came time
for the black members to vote on April 28,
they voted against her.

Whichever way one locks at it, the Win-
nie Mandela saga has retarded the strug-
gle of South African blacks by tainting a
just cause with criminal activity—a crimi-
nal activity the ANC had nothing to do
with. The organization may be guilty of nu-
merous sins, but it is not guilty of those
that occurred in Mrs. Mandela’s house.

Unlike the white press, which suggests
that Nelson Mandela is foolishly besotted
with Winnie, township people above ali feel
sorry for him. “What do white people ex-
pect the poor man to do?"" they ask. “If he
keeps quiet, they draw conclusions, and
when he opens his mouth, they criticize
him.” And yet, the case cannot help but
damage him too. “‘If Mandela cannot look
after one woman,” asks a cynic I know,
“how can he hope to look after 26 million
blacks?"

Winnie Mandela

Ms. Mathiane, a reporter with the Jo-
hannesburg Sunday Star, is the author of
“South Africa: A Diary of Troubled
Times"” (Freedom House, 1989 ).
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Broad Coalition Opposes Bush on China Trade,
But He Could Prevail With a Few Key Concessions

By PeTER TRUELL

Staff Reporter of THE WALL STREET JOLRNAL

WASHINGTON-It was old China hand
George Bush who decided to extend Bei-
jing's trade privileges for another year.
But it is politician George Bush who will
have to make the decision stick.

The president’s intention to extend
China's most-favored-nation status despite
the 1989 Tianammen Square massacre of
pro-democracy demonstrators and continu-
ing repression by the Chinese leadership
has aroused broad opposition in Congress.
But Mr. Bush's effort still stands a chance
of suceess. The reason: The very breadth
of the coaliticn makes it possible for him to
break off parts of it by offering limited
concessions in a number of areas, irom hu-
man rights to intellectual-property dis-
putes.

“We're starting perhaps a little behind
on this, but 1 think I can explain it,” Mr.
Bush, a former U.S. envoy to Beijing, told
reporters last week in Kennebunkport,
Maine.

The president isn't likely to prevail in
the first round. There's a good chance that
both houses of Congress will vote against
his decision by the end-of-August deadline.
But that would surely trigger a presiden-
tial vete, and the White House strategy is
based on draining away enough votes—at
least one-third in each house of Congress—
to sustain the veto.

Complicating the president’s task are
the effects of Beijing's managed trade poli-
cies, which have exacerbated economic
tensions between the two nations. While
Chinese exports to the U.8. have boomed,
U.S. exports te China fell more than 17% in
1990, according to the Commerce Depart-
‘ment. This year, the t.8. is expected to
‘run a trade deficit with China of as much
as $15 billion; that would be sharply wider
than the $10.4 billion gap of 1990 and would
make it second only to the U.S. trade defi-
cit with Japan.

Defusing the Opposition

The White House already has begun
seeking to defuse some of the opposition by
offering concessions on specific issues.
“The president is trying to sketch out a
policy that shows there are a number of in-
struments for addressing these issues,
rather than taking away most-favored-na-
tion,” says Harry Harding, a senior fellow
at the Brookings Institution.

Among other things, the administration
has said that conditions on human rights
might be attached to the extension. The
president also suys he will restrict the sale
of advanced computers to China to protest
its sales of sophisticated weapons to other
nations, particularly Pakistan. And Carla
Hills, the White House trade representa-
tive, has begun action against China's in-
tellectual-property abuses; UJ.S. companies
are losing an estimated $400 million & year
in copyright and patent revenue for com-
puter software and other products.

In addition, administration officials are
looking to the Chinese themselves for a
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hand —specifically, a further release of pe-
litical prisoners to follow some modest
steps Beijing has taken recently.

Though it sounds highly privileged,
most-favored-nation status is a routine in-
ternational convention that allows a coun-
try access to the lowest tariff levels ac-
corded to other trading partners. The U.S.
accords the status to more than 100 coun-
tries, most of them permanently. Under
the 1974 Trade Act, though, the trade
status of Communist countries must be re-
newed either annually of semiannually.

The opposition to Mr, Bush's decision to
renew China’s status is being led by Senate
Majority Leader George Mitchell. “It's
very clear the president’s policy has
failed,” the Maine Democrat said on CBS
News's ‘Face the Nation" yesterday. *“The
response to a failed policy is more of the
same.”

‘Support for Democracy’

Along with 27 co-sponsors, Mr. Mitchell
has introduced the Support for Democracy,
Human Rights and Fair Trade Act of 1991.
The bill would extend China’s trade status
for only 180 days; after that, it would de-
pend on China meeting several conditions
concerning human rights, trade, weapons
proliferation and forced labor. Mr. Mitch-
ell yesterday said the bill would pass both
houses by *‘a substantial majority” but
said he didn't know whether Congress
could override a presidential veto.

Administration officials say it's highly
unlikely that China could, or would, meet
those conditions. “'Most likely we will at-
tach sueh tough conditions to it that for all
practical purposes it's a turndown of most-
favored-nation status,” says Indiana Rep.
Lee Hamilton, a senior Democrat on the
House Foreign Affairs Comrmnittee who sup-
ports the designation for China,

It isn’t only liberai Democrats such as
Sen. Mitchell who are unhappy with the
president's decision. A number of conser-
vative Republicans, especially in the
House, are equally vociferous. Rep. Gerald
Solomon of New York accuses China of be-
ing “irresponsible in foreign policy” and

Navy Bears the Brunt of Base Closings
In Expanded List Proposed by Panel

By AnpY PaszTor )
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON—The expanded list of
potential base closings released by a con-
gressionally created comimission portends
big problems for the Navy.

The commission, asserting its independ-
ence from the Pentagon, added 35 more do-
mestic military facilities to 43 other sites
previously targeted by the Pentagon for
closure or cutbacks. The commnission’s ac-
tion nearly doubles the number of major

farilitiae it ic raviowine Tuwantu af tha nawe

Works Committee contend doesn't come
under the commission’s jurisdiction.

The Navy facilities added to those pre-
viously under review include: California's
Treasure Island Naval Station and home-
ports in Staten Island, N.Y.; Pascagoula,
Miss., and Ingleside, Texas. Budget pres-
sures have already scaled back the home-
port program, and Defense Secretary Dick
Cheney recently told Congress he may
seek further cuts. Some of the five ports

announced by the commission Friday are
sHIl imAder canctrustion and lawmalare

“oppressive in domestic policy,” and de-
clares that “we should stop rewarding
them for being so contemptuous of Ameri-
can interests and values.”

And Rep. Dan Burten (R., Ind.) argues
that "“we didn’t work with or cajole Adolf
Hitler or Saddam Hussein™ and shouldn't
do 50 with China either, *'The White House
is going to work very hard to get this
through, but for me they can't move far
enough,” he says,

Supporters of the president’s decision
counter that denying China most-favored-
nation status would set back the dialogue
hetween the two nations by years and con-
tribute to what one senior administration
official calls an unstable '‘pendulum rela-
tionship” with Beijing.

Impact on Hong Kong

Further, Sen. Max Baucus, the Montana
Democrat who chairs the Finance Commit-
tee's trade panel, argues that ending most-
favored-nation status would harm the U.S.
as well as China, denying U.S. exporters a
needed market. It also would hurt Hong
Kong, which should be *‘a model for Chi-
nese reform,"” he argues.

Sen. Baucus likens revoking China's
trade status to using carpet-bombing tac-
tics when what's called for is a series of
surgical strikes—the more limited conces-
sions the administration is pushing.

Mr. Bush himself says that, given the
controversy over his decision, “the easy
cop-out, the easy election-year politics,
would be to go the other way."' But, he in-
sists, "“that's not geod foreign policy.”
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POQINTS TQ BE MADE FOR
BIPARTISAN CONGRESSIONAL MEETING

In my message to the Congress arguing the case for MFN for
China, I told you I want to work with you.

Today, I would like to begin with a few points and then get
your views,

First, I firmly believe MFN is the strongest tool we have to
bring about long-term positive change in China. Ten years
of trade and openness set in motion the forces we saw in
those protests at Tiananmen.

We should not put this tremendous advantage at risk. We
should not give the hardliners in China an opportunity -- by
our placing conditions on MFN -- so that they can resist, so
that they can defeat their reformist rivals.

Second, our China policy is a package approach. When there
are opportunities to cooperate with China ~- in the UN,
Korea, Cambodia -~ we will do sO.

But when China transgresses, I will not kowtow, I will take
action. I have aiready done so on human rights, trade, and
proliferation.

You know we still have sanctions on OPIC, TDP, international
lending that is not for Basic Human Needs, all military
sales and high-level exchanges.

We have designated China a priority country under Special
301 for copyright pirating; we have lifted Chinese textile
visas in retaliation for illegal third-country transfers; we

will soon begin market access talks.



2
The Chinese have responded with a buying mission, and they
say more will follow.
Last week, we acted to press China to conform to
international standards on missile transfers. There will be
no new satellite licenses or high-speed computer transfers
to China until it meets those standards. There will be no
transfers of missile technology or equipment to Chinese
companies engaged in proliferation.
I am not sitting on my hands. I am prepared to do more when
circumstances require.
Third, we need to step back from the emotions of the moment
and calculate our long-term national interests.
We are the only nation in the world that would contemplate
removing or conditioning MFN. If we pull back, we isolate
curselves, not China.
We may not like it, but China is a necessary part of the
solution to some important problems. It has a veto in the
UN Security Council.
The system that rules China today will not change
dramatically overnight. But that system cannot insulate
itself from inevitable change.
I believe the best course is to use economic involvement --
and all the human interchanges that go with it ~-- to
encourage long-term evolution in China.

Now I would like to hear your views,



There is a process in place to deal with
am asking you today to look carefully at
Please don’t rush to a conclusion. Give

address your concerns before you decide.

China and MFN.
the big picture.

us a chance to
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THE WHITE HOUSE
WASHINGTON

JUNE 3, 1991

MEMORANDUM FOR VICE PRESIDENT QUAYLE
GOVERNOR SUNUNU
RICHARD DARMAN
MICHAEL BOSKIN
SERGEANT CASTLE
ALL COMHISSIO% OFFICERS

THROUGH : DAVID DEMAREST

FROM: BOBBIE KILBERG "'
SICHAN SIV § )
LEIGH ANN METZGER {1V

Below is a current list of White House meetings scheduled by the
Ooffice of Public Liaison for the week of June 3rd. If there are
any issues of importance you wish to raise with these groups,
please let us know.

JUNE 3 99

National Council of Jewish Women
10:00-11:30 a.m.; Indian Treaty Room
40 attendees

Project Officer: Kathy Jeavons

National Federation of Independent Business (POTUS)
1:00-1:30 p.m.; Hyatt Regency

800 attendees

Project Officer: Jeff Vogt

JUNE 4, 1991

Iowa Chamber of Commerce

5:00-6:00 p.m.; Indian Treaty Room
100 attendees

Project Officer: Molly Osborne

JUNE 5, 1991

Meeting with the Leadership of the Orthodox Union (POTUS)
of America

1:45 p.m.; Roosevelt Room

18 attendees

Project Officer: Kathy Jeavons



JUNE 7 991

U.S Business and Industrial Council
10:45-11:45 a.m.; Room 22

35 attendees T,
Project Officer: Molly Osborne )

First Friday Group

11:30 a.m.-12:30 p.m.; Indian Treaty Room
40 attendees

Project Officer: Kathy Rust

pakistani-American Briefing
2:30-4:40 p.m.; Room 450

220 attendees

Project Officer: Jim Schaefer
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PM-Congress—~China, 2nd Ld-Writethru, a0459,800<
Democrats Will Fight Bush Plan To Continue China Trade Status<
With PM-Bush Bjt<
EDS: Inserts 4th graf, “Y“Mitchell, speaking xxx president's
policy'' with Mitchell comment on congressional support<
By DAVID BRISCOE=
Associated Press Writer=

WASHINGTON (AP) The Senate's leading Democrat says he'll fight
President Bush's plan to continue favored trade status for the
Chinese government.

Senate Majority leader George Mitchell said the president was
ignoring China's human rights, trade and labor violations in
seeking unconditional renewal of China's most-favored-nation trade
status for another year.

Mitchell, D-Maine, also objected to Bush's claim it would not be
Y¥moral'' to punish Beijing.

Y“What is especially offensive ... is that he seeks to clothe
what is an immoral policy in moral terms,'' Mitchell told reporters
Monday in Portland, Maine. ““I intend to make every effort to
reverse this mistaken policy."'’

Mitchell, speaking today on NBC's ““Today'' show, said a YVclear
majority'' in Congress opposes Bush's decision. But he added,
V¥Whether we've got two-thirds I don't know and we won't know until
the vote comes.'' Congress needs a two-thirds vote to reject the
president's policy.

Bush, announcing his decision Monday in a commencement speech at
Yale University, said his purpose was ““Yto pursue a policy that has
the best chance of changing Chinese behavior.''

To censure China, cut ties and isolate it “Yis not moral,'' Bush
said. ““we will not be able to advance our cause or resist
repression if we pull back and declare that China is simply too
impure a place for us.''

Senior administration officials accompanying Bush said he also
was moving to retaliate against China for providing long-range
missiles to Pakistan by blocking sale to China of $30 million in
high-speed computers and barring satellite licenses. The officials
said the move would hinder China's satellite program.

Mitchell called Bush's sanctions “Ya joke. They aren't even a
slap on the wrist."'

In Beijing, the Chinese Foreign Ministry said, ““This is a
realistic and wise decision for which the Chinese govermment would
like to express its appreciation.'!’

white House officials said Bush would give Congress his proposal
for an unconditional extension of China's favored status later this
week. It would take effect if Congress does not pass a joint
resolution against it within 90 days. The House resumes sessions
Wednesday and the Senate next Tuesday.



Three bills are pending in Congress to either withdraw China's
status now or withdraw it in six months if Bush does not certify
that China is meeting human rights standards, trading fairly, not
using slave labor and not spreading the technology for nuclear,
chemical and biological weapons.

Most-favored-nation status is bestowed on nearly all major U.S.
trading partners. Bush said “vit is not special, it is not a favor.
It is the ordinary bases of trade worldwide.''

The president said the United States was the first nation to
impose economic sanctions against China after the bloody crackdown
on the freedom movement at Tiananmen Square in June 1989 and ““now
we are the last, alcone among the Western democracies, to keep those
original sanctions in place.''

A leading supporter of Bush's China policy, Sen. Richard Lugar,
R~Ind., agreed with Bush that good trade relations with China would
strengthen the chances for democracy and help Chinese citizens
trying to reform their econamy.

Y“We must take care not to harm the most those who deserve it
least,'' Lugar said. ““Those reform-minded entrepreneurs who are
struggling today to make a difference will be tomorrow's leaders of
democratic change.''

The Footwear Distributors and Retailers of America cheered the
president's move. Its president, Peter T. Mangione, said it will
benefit American consumers *‘who now can purchase inexpensive
shoes, clothing, toys and other products from China.'!'

Rep. Nancy Pelosi, D-Calif., said the steps to block the Chinese
from providing missile technology to other countries would have
little impact on members of Congress who want conditions placed on
trade relations with China,

A restrictive China trade bill she has reintroduced this session
with 100 co-sponsors passed 338-30 in the House last year but
failed to come up in the Senate before adjourmment.

Rep. Stephen Solarz, D-N.Y., chairman of the House Foreign
Affairs subcommittee on Asian and Pacific affairs, said Bush's
decision *‘sends the wrong signal that we really do have a double
standards when it comes to human rights one for the Soviet Union,
Cuba, Vietnam ... and another one for China.''

Bush's decision also brought criticism from a U,.S.-based group
advocating Chinese reform.

*‘*Bush continues to choose the wrong side of history, standing
with a dying generation of rulers who have lost the support of the
Chinese people,'' said Shen Tong, a Tiananmen Square leader and
chairman of the Democracy for China Fund. '‘The world must not let
the rulers in Beijing conclude that anything goes.''
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The White House will face hostil-
ity from conservatives and liberals
and skepticism from the center
when it asks Congress this week to
renew unconditionally the most-
favored-nation trading status with
China.

The renewed round of contro-
versy, triggered by President Bush's
announcement yesterday of inten-
tions to renew China’'s MFN status,
is expected because of previous bat-
tles over the communist nation’s sta-
tus in the aftermath of bloody

. crackdowns against pro-democracy
dissidents.

Many in Congress want to with-
hold MFN until China undertakes
significant human-rights reforms.

During a commencement speech
at Yale University yesterday, Mr.
Bush said any move to “isolate” or
“censure” China would be immoral.
But Mr. Bush did impose some re-
strictions on China because of its ex-
port of missile technology.

The president’s most outspoken
opponent on China, Senate Majority
Leader George Mitchell, led con-
gressional objections to the an-
nouncement.

“The president's decision is with-
out any moral or logical basis,” Mr.
Mitchell said in a statement. “By
granting unconditional most-fa-
vored-nation status again this year,
there continues to be no incentive for
the Chinese communist leadership
to change its policies”

Mr. Mitchel! has introduced legis-
lation placing so many conditions on

believe it would effectively kill the
special trading status.

Rep. Nancy Pelosi, California
Democrat, said the steps to block the
Chinese from providing missile
technology to other countries would
have little impact on members of
Congress who want conditions
placed on trade relations with China.

Rep. Stephen Solarz, New York
Democrat and chairman of the
House Foreign Affairs subcommit-
tee on Asian and Pacific affairs, said
Mr. Bush’s decision “sends the
wrong signal that we really do have.
a double standard when it comes to
human rights — one for the Soviet
Union, Cuba, Vietnam ... and an-
other one for China.”

A leading supporter of Mr. Bush’s
China policy, Sen. Richard Lugar, In-
diana Republican, agreed with the
president that good trade relations
with China would strengthen the
chances for democracy and help
Chinese citizens trying to reform
their economy.
~— Mr. Bush, who headed the US.

MFN for China that many observers

White House
faces battle on .
Beijing’s status :

L

Sen. George Mitchell

=

mission in China in 197475, has ar*
gued that China must be coaxed to-
ward reform. He has said access to
Western commerce, ideas and cul-
ture inspire dissidents, thereby lay-
ing the groundwork for political lib-
eralization once Beijing's aging’
rulers leave power. .

Congress has granted MFN status
to China, the country's 10th largest
trading partner, every year since
1980. But opposition to lax trade re-
lations has grown since Beijing’s
murderous suppression of student
protests in Tiananmen Square in
June 1989. ’

To many lawmakers, China's
rogue image has been reinforced by
the show trials of the students ar-
rested after Tiananmen and wide-
spread reports of slave labor. Others
protest China's trade surplus with
the United States, which last year
reached an estimated $11 billion.

The president is expected to ar-
gue that U.S. policy paid dividends
during the Persian Gulf war. Chind
voted to “abstain” during U.N. Secu-
rity Council deliberations over the
resolution authorizing force against
Iraq. A “no” vote would have robbed
Mr. Bush of the UN. approval to
prosecute the war and could have
undercut him at home.

The White House gave China &
one-year MFN renewal last June.
The authority expires July 2. Con-
gress will have 90 days to vote to
disapprove the MFN request. Mr.
Bush would veto any disapproval. A
veto override would require two-
thirds majorities in both chambers.

e This article is based in part on
wire service reports. .







THE WHITE HOUSE
WASHINGTON

MEETING WITH SELECT BIPARTISAN SENATORS

DATE: June 19, 1991
LOCATION: Cabinet Room
TIME: 3:00 p.m. (45 minutes)

FROM: Frederick D. McClure ;%VJ_—

To meet with key Senators to discuss the resolution to
grant China Most Favored Nation status.

I. PURPOSE

II. BACKGROUND
This meeting is a continuation of our bipartisan
- consultations with Senators on the importance of

extending Most Favored Nation trade status to China.
Today’s group includes Democratic Senators who are
potentially supportive because of their interest in
maintaining trade with China. The Republicans are
members of the Foreign Relations Committee; Commerce,
Science and Transportation Committee; and Finance
Committee, all of which have various interests in China
Most Favored Nation status.

III. PARTICIPANTS

See Attachment A.
Iv. PRESS PLAN
White House Press Pool.

V. SEQUENCE OF EVENTS

Members will be met in the West Lobby and escorted to
the Cabinet Room for the meeting with you.

Attachment A: Participants List
Attachment B: Talking Points (to be provided by NSC)



Attachment A
Participants List

The President

Richard Darman, Director, Office of Management and Budget
Carla Hills, United States Trade Representative

Lawrence Eagleburger, Deputy Secretary of State

Congressgional Participation

Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

Robert Dole (R-KS), Republican Leader
Brock Adams (D-WA)

John Breaux (D-LA)

John Chafee (R-RI)

John Danforth (R-MO)

David Durenberger (R-MN)
James Exon (D-NE)

Orrin Hatch (R-UT)

J. Bennett Johnston (D-LA)
Nancy Kassebaum (R-KS)
Mitch McConnell (R-KY) NG
Bob Packwood (R-OR) N
Charles Robb (D-VA) %0
William Roth (R-DE) . X

White House Participation

John Sununu, Chief of Staff

Brent Scowcroft, Assistant to the President for National Security
Affairs

Andy Card, Assistant to the President and Deputy to the Chief of
Staff

Philip Brady, Assistant to the President and Staff Secretary

Dave Demarest, Assistant to the President for Communications

Marlin Fitzwater, Assistant to the President and Press Secretary

C. Boyden Gray, Counsel to the President

Ede Holiday, Assistant to the President and Secretary of the
Cabinet

Fred McClure, Assistant to the President for Legislative Affairs

Roger Porter, Assistant to the President for Economic and
Domestic Policy

James W. Dyer, Deputy Assistant to the President for lLegislative
Affairs (Senate)

Steve Hart, Deputy Assistant to the President and Director of
Legislative Affairs

Virginia Lampley, Special Assistant to the President and Senior
Director of Legislative Affairs, National Security Council

Douglas Paal, Director, Asian Affairs, National Security Council



Others

Janet Mullins, Assistant Secretary of State for Legislative
Affairs

Bill Gribbin, Assistant to the Vice President for Legislative
Affairs :

Mary Tinsley, Assistant United States Trade Representative for
Legislative Affairs
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June 19, 1991

Dear Mr. President:

Congress will decide in the next few weeks whether to accept vour
recommendation and extend most favored nation trade status to China.
We are writing to share our concerms. V)

cy towards China, one
The United States has

In the debate over the appropriate U.S. pale)
thing is clear: CcChina‘s behavior must change.
serious human rights and foreign policy con with China. Every
American remembers the vivid images of the T ananmen massacre. In the
two years since Tianarmmen Square, evidence of democratic reform has
been scant at best. We also have learned oflChinese sales of advanced
missiles to Syria and Pakistan, and of nuclear technology sales to
Algeria. There are cradible reports that China has forced pelitical
Prisoners to produce goods for export to the U.S.

The United States also has serious economic concerns with China.
The U.S. Trade Representative’s anmual report on foreign trade
barriers lists ten pages of Chinese barriers. China maintains
restrictions including a preclusive licensing system, discriminatary
testing and certification standards, and outright import bans. ¢hina
also fails to protect U.5. intellectnal property, resulting in A
€normous losses to U.S. producers of films, books, chemicals and
pharmaceuticals. Moreover, the Administration has allowed China to
dictate U.S. policy towards Taiwan, declining to suppor%zaéiwgéfs GATT
application despite clear econcmic benefits to the U.S. N A Skmfa)“
'bggﬁakhw agfau.(f."ubnéxh [ < fo US wolzro s e .

The United States cannct contifiue to tolerate Chinese
intransigence. We must tailor active responses to our wide ranging
concerns. But MFN is the wrong tool for the job. Revoking MFN would
not promote human rights in China. Instead, it would punish China’s
most progressive regions and Hong Kong. : :

Revoking MFN also would hurt Americans, China is an important
market for U.S. goods ranging from wheat to airplanes., If MFN were
revoked, China almost certainly would retaliate against U.S. exports.
The Australians, Canadians, Europeans and Japanese are ready to fill
the void. No other country is contemplating cutting off China’s MFN
status,

We believe the Administration must be more active in addressing
American concerns with China. You have taken meaningful steps in some
areas. You have moved to protect U.S. intellectual Property under

restrict certain technology transfers to China in response to its
missile and nuclear sales. ese steps are examples of the types of
actions the U.S. should take.

provisions of the 1988 Trade Act. You alsc have taken steps to \J///

1 A N ofooox . . .-
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Wa urge you to take appropriate actions in other areas. Human
rights is a foremost concern. Revoking MFN would ke
counterproductive. But other steps can be taken. For example, the
U.8. could reinvigorate its opposition to multilateral leans for
China. The U.S. alsc could take strong action under U.S. law to
address China’s unfair trade barriers and imports produced by prison
labor. 1In the area of nuclear and missile proliferation, the U.S.
could immediately negotiate for strict, mmltilateral technology
restrictions conditioned upon Chinese adherence to accepted
international standards. As for Taiwan, the U.S. could immegdiately
give strong support to Taiwan’s GATT application. '

These measures do not represent an exhaustive list. But it is
essential that the Administration take concrete steps. If Congress is
to extend China’s MFN, we must see tangible evidence that the
Administration is taking action. We look forward to hearing your
“==mnnaa £0o OouUr concerns. _
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Senator Richard G. Lugar
306 Hart Senate Office Building

Washington, D.C. 20510
202/224-4814
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We urge you to take appropriate actions in other areas. Human
rights is a foremost concern. Revoking MFN would be
counterproductive. But other steps can be taken. For example, the
U.S. could reinvigorate its opposition to multilateral loans for
china. The U.S. also could take strong action under U.S. law to
address China’s unfair trade barriers and imports produced by prison
labor. In the area of nuclear and missile proliferation, the U.S.
could immediately negotiate for strict, multilateral technology
restrictions conditioned upon Chinese adherence to accepted
international standards. As for Taiwan, the U.S. could immediately
give strong support to Taiwan’s GATT application.

These measures do not represent an exhaustive list. But it is
essential that the Administration take concrete steps. If Congress is
to extend China’s MFN, we must see tangible evidence that the
Administration is taking action. We look forward to hearing your
response to our concerns.

Sincerely,







