Originally Processed With FOIA(s): FOIA Number:

OIA
MARKER

This is not a textual record. This is used as an
administrative marker by the George Bush Presidential
Library Staff.

2012-1098-F

2012-1098-F

Record Group/Collection:

Collection/Office of Origin:

Series:
Subseries:

George H.W. Bush Presidential Records
Legislative Affairs, White House Office of
Dyer, James W., Files

OA/ID Number:
Folder ID Number:

Folder Title:
China MFN [2]

08451
08451-006

Section:




. LLOYD BENTSEN, TEXAS, CHAIRMAN

DANIEL PATRICK MOYNIHAN, NEW YORK BOB PACKWOOD, OREGON
MAX BAUCUS, MONTANA BOB DOLE, KANSAS

DAVID L. BOAEN, OKLAHOMA WILLIAM V. ROTH, JA., DELAWARE

BILL BRADLEY, NEW JERSEY JOHN C, DANFORTH, MISSOUR

GEORGE ). MITCHELL, MAINE JOHN H, CHAFEE, RHODE ISLAND

DAVID PAYOR, ARKANSAS JOMN HEINZ. PENNSYLVANIA g

DONALD W. RIEGLE, JR, MICHIGAN DAVID DURENSERGER. MINNESOTA nltz tatz 5 matz
JOMM D. ROCKEFELLER IV. WEST VIRGINIA  WILLIAM L ARMSTRONG, COLORADD

TOM DASCHLE, SOUTH DAKOTA STEVE S5YMMS, IDAHO

JOHN BREAUX, LOUISIANA COMMITTEE ON FINANCE

WAsHINGTON, DC 20510-6200

VANDA B. McMURTRY, STAFF DIRECTOR AND CHIEF COUNSEL
EDMUND J. MIHALSK!, MINGRITY CHIEF OF STAFF

June 19, 1991

Dear Mr. President:

Congress will decide in the next few weeks whether to accept your
recommendation and extend most favored nation trade status to China.
We are writing to share our concerns.

In the debate over the appropriate U.S. policy towards China, one
thing is clear: China’s pehavior must change. The United States has
serious human rights and foreign policy concerns with China. Every
American remembers the vivid images of the Tiananmen massacre. In the
two years since Tiananmen Square, evidence of democratic reform has
been scant at best. We also have learned of Chinese sales of advanced
missiles to Syria and Pakistan, and of nuclear technology sales to
Algeria. There are credible reports that China has forced political
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 annual report on foreign trade
pbarriers lists ten pages of Chinese barriers. China maintains
restrictions including a preclusive licensing system, discriminatory
testing and certification standards, and outright import bans. China
also fails to protect U.S. intellectual property, resulting in
enormous 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 support Taiwan’s GATT
application despite clear economic benefits to the U.S.

The United States cannot continue 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
provisions of the 1988 Trade Act. You also have taken steps to
restrict certain technology transfers to China in response to its
missile and nuclear sales. These steps are examples of the types of
actions the U.S. should take.
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NATIONAL SECURITY COUNCIL
WASHINGTON. 0D C. 20508

June 18, 1991 \

MEMORANDUM FOR PHILIP BRADY

FROM: WILLIAM F. SITTMANN

SUBJECT: Talking Points for June 19 Bipartisan
Congressional Meeting

At Tab A are the Points to be Made for the Bipartisan
Congressional meeting with the President on June 19,

Attachment '
Tab A "Points to be Made

c¢c: Fred McClure






POINTS TO BE MADE FOR MEETING WITH
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 remain as deeply concerned as anyone with the
continuing human rights abuses in China. I have told
China’s leaders in no uncertain terms. We all seek progress
there -- 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 thse proﬁests at Tiananmen.

We should not put this tremendous advantage at risk. We
should not give the hardliners in China an opportunity -- by
placing conditions on MFN -- to use conditionality as a
nationalist pretext to turn away from the West.

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

Since I announced this year’s decision on MFN at Yale, and
because of that decision, the Chinese have responded
positively. They will join the talks in Paris on my Middle
East Arms Control initiative. This will help us tackle the
issue of missile proliferation.

Nonetheless, where there are problems in China I will not
kowtow, I will take action. I have already done so on human

rights, trade, and missile proliferation.
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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.
The Chinese have responded with a mission that contracted
for over a billion dollars in U.S. exports, and they say
more will follow.

We have 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. ‘

We also need to step back from the emotions of the moment
and calculate our long-term national interests.

We are the only trading nation in the world that would
contemplate removing or conditioning MFN. If we pull back,
we isolate ourselves, not China. We hurt our businesses and
help our competitors.

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,.
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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. I think the
announcement on Middle East arms control helps prove the
point.

Now I would like to hear your views.
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CARD 1 OF 5§

POINTS TO BE MADE FOR MEETING WITH
RIPARTISAN 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

AND THEN GET YOUR VIEWS. FOINTS
FIRST, I REMAIN AS DEEPLY CONCERNED AS ANYONE
WITH THEE CONTINUING HUMAN RIGHTS ABUSES IN
CEINA. I HAVE TOLD CHINA’S LEADERS IN NO
UNCERTAIN TERMS. WE ALL SEEK PROGRESS THERE -
- I FIRMLY BELIEVE MFN IS THE STRONGEST TOOL
WE HAVE TC BRING ABQUT 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

CARD 2 OF 5

CHINA AN OPPORTUNITY -- BY PLACING CONDITIONS
ON MFN -- TO USE CONDITIONALITY AS A
NATIONALIST PRETEXT TO TURN AWAY FROM THE

WEST -

OUR CHINA POLICY IS A PACKAGE APPROACH. WHEN
THERE ARE OPPORTUNITIES TO COOPERATE WITH
CHINA -- IN THE UN, KOREA, CAMBODIA -- WE WILL
DO So0.

SINCE I ANNOUNCED THIS YEAR’S DECISION ON MFN
AT YALE, AND BECAUSE OF THAT DECISION, THE
CHINESE HAVE RESPONDED POSITIVELY. THEY WILL
JOIN THE TALKS IN PARIS ON MY MIDDLE EAST ARMS
CONTROL INITIATIVE. THIS WILL HELP US TACKLE
THE ISSUE OF MISSILE PROLIFERATION.
NONETHELESS, WHERE THERE ARE PROBLEMS IN CHINA
I WILL NOT KOWTOW, I WILL TAKE ACTION. I HAVE
ALREADY DONE SO ON HUMAN RIGHTS, TRADE, AND
MISSILE PROLIFERATION.



e

CARD 3 OF 5

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.

THE CHINESE HAVE RESPONDED WITH A MISSION THAT
CONTRACTED FOR OVER A BILLION DOLLARS IN U.S.
EXPORTS, AND THEY SAY MORE WILL FOLLOW.

WE HAVE 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

CARD 4 OF 5

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.

WE ALSO NEED TO STEP BACK FROM THE EMOTIONS OF
THE MOMENT AND CALCULATE OUR LONG-TERM
NATIONAL INTERESTS.

WE ARE THE ONLY TRADING NATION IN THE WORLD
THAT WOULD CONTEMPLATE REMOVING OR
CONDITIONING MFN. IF WE PULL BACK, WE ISOLATE
OURSELVES, NOT CHINA. WE HURT OUR BUSINESSES
AND HELP OUR COMPETITORS.

WE MAY NOT LIKE IT, BUT CHINA IS A NECESSARY
PART OF THE SOLUTION TO SOME IMPORTANT
PROBLEMS. 1IT HAS A VETO IN THE UN SECURITY
COUNCIL,

THE SYSTEM THAT RULES CHINA TODAY WILL NOT
CHANGE DRAMATICALLY OVERNIGHT. BUT THAT
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SYSTEM CANNOT INSULATE ITSELF FROM INEVITAELE
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. I THINK THE ANNOUNCEMENT
ON MIDDLE EAST ARMS CONTROL HELPS PROVE THE

POINT.
NOW I WOULD LIKE TC HEAR YOUR VIEWS.



June 14, 1991

Dear Dean:

Thank you for your recent letter to the President
regarding the extension of Most Favored Nation trade
status to the People's Republic of China.

We appreciate being advised of your suggestions on how
the President may be able to gain Congressional
approval for this measure. I have taken the liberty of
sharing your note with the President's national security
and foreign policy advisors for their review and
consideration.

Thank you again for your interest in writing.
With best regards,

Sincerely,

Frederick D. McClure
Assistant to the President
for Legislative Affairs

The Honorable Dean A. Gallo
House of Representatives
Washington, D.C. 20515
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Bhoan A Gl méory(on/_@ 6. 20545
Eovenihs Diistrict
oo forey June 12, 1991

Dear Mr. President:

I am writing to express my concern about the
upcoming consideration of further extension of Most
Favored Nation trade status for the People’s Republic of
China.

I want to tell you frankly, Mr. President, that I
have not yet decided how I will vote when this issue
comes to the floor of the House. While at this point I
would be unlikely to support a total rejection of
extending MFN, I believe that the mood of the House is
moving in that direction.

In order to forestall such action by the House, I
urge you to consider accepting certain human rights
conditions, such as those suggested by Representative
Pelosi in her bill HR 2212.

I believe that Congress’ growing sense of
frustration with the Chinese government would be
tempered by your agreement that future extensions will
not be granted automatically, without regard for China’s
human rights record.

s erely,

DEAN A. GALLO
Member of Congress

The President of the United States
The White House
Washington, D.C. 20500
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AMERICAN INTERNATIONAL GrOUP, INC.

1455 PENNSYLVANIA AVENUE, N. W., SUITE 800
WASHINGTON, D. C, 20004

PHONE: 202 / 783 - 2452
L. OaxLEY JOHNSON TELEX ! 6401100 AIG WSH
VICE PRESIDENT FAX: 202 / 737-68611

June 14, 1991

The Honorable John H. Sununu
Chief of 3taff to the President
The White House

Washington, D.C. 20500

Dear Governor Sununu:

In the event you might have missed it, you
might be interested in the attached article
that appeared recently in the New York Times
in which our Chairman, Hank Greenberg, argued
for the extension of MFN for China.

Sincerely yours,



THE NEW YORK TIMES, Sunday, June 9,

Resist the Urge to Punish China

By M. R. GREENBERG

ment for China would be shortsighted and

detrimental to American policy in Asia.
While satisfying understandable desires on the
part of many to punish China for its human rights
abuses and other behavior we deplore, such a step
would be counterproductive to critical American
goals and detrimental to American farmers, man-
ufacturers, consumers and investors.

Countries that receive most-favored-nation
treatment are not ‘‘most favored,” but merely get
the same tariff rates on their exports to the United-
States as virtually all other countries. In fact, this
treatment keeps the wheels of international com-
merce moving in a nondiscriminatory fashion.

Withdrawing most-favored-nation treatment
from a country that has had it for more than 10
years would be more than a signal of displeasure.
It would suggest that we have given up on trying to
work with China to resolve problems that divide
us. It would also reinforce the position of hard-
liners, postpone the development of more open

REVOK[NG most-favored-nation tariff treat-

economic policies, stifle emerging economic zones -

of southern China and impose suffering on the
people of China.

This is not to say that Americans should remain
silent, We should express concerns over human
rights issues. We shouid fight hard for strong
intellectual property safeguards in China and fair
treatment of foreign investment, and’ we should
try .to halt the spread of Chinese missiles and
nuclear technology to other countries.

But at the same time, we must encourage the
Chinese to follow policies to open Chinese markets
to foreign investment, not close them. And such
reforms will resuit only from increased economic,
educational and cultural contacts with the outside
world. My company, founded in China early in this
century, has learned, as others have, that you can
only influence the Chinese through dialogue and
the steady building of relationships. The Chinese
alone will determine the pace of their reform.
Western governments and businessey can encour-

Revoking most-favored-

- nation status would

signal that we have given
up on this key country.

age change. But their influence will be felt only if
there is genuine interchange.,

Revoking most-favored-nation status would vir-
tually end the dialogue, leading to canceled trade
orders and fewer investments and commercial
opportunities. [t would also inflict severe harm on
Hong Kong, through which flow more than two-
thirds of Chinese exports to the United States.

To ignore the strategic importance of China or
to pretend it can be manipulated, would be foolish.
While American investment, technology, exports
and markets have helped many Asian countries
become economic powerhouses, Japan has recent-
ly supplanted the United States as the largest
investor "and trading partner in most of these

" markets. European countries, which automatical-

ly grant most-favored-nation status to China, are
also increasingly active,

HAT is why the United States must stay the

course. It is tempting to conclude that the

Bush Administration's pragmatic Chinese
policies have yielded little fruit and that they are
the wrong policies. But only if we continue the

- dialogue and work to expand contacts, trade and

investment between our countries will the United
States have any hope of influencing China and
remaining a major economic player in Asia, For

these reasons, most-taxﬂored-natlons tyatment
must be renewed, ! ]

'M. R. Greenberg is chairman of American Inter-
national Group Inc., an insurance company base{{l
in New York. d

1991
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THE WHITE HOUSE
WASHINGTON

MEETING WITH MFN COALITION REPRESENTATIVES
JUNE 21, 1991 / THE ROOSEVELT ROOM / 2:00 P.M.

Anderson, Don
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U.S.-China Business Council

Archey, Bill
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International Division
U.5. Chamber of Commerce

Beckner, Paul
President
citizens for a Sound Economy
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Director of Federal Public Affairs
sea=-Land Services

Bonnano, Phyllis
Executive Vice President
warnaco
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President
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Executive Director
Emergency Committee for American Trade (ECAT)

Datt, John
washington Representative
American Farm Bureau Federation

Folsom, R.D.
Vice President
R. Duffy Wall & Associates

Garcia, Ray
Vice President
Rockwell International

Gates, Bruce
Vice Presldent
National Association of Wholesale
Grocers of America

Gavin, Joe
Asscociate Washington Representative
& Director of Trade Policy
US Council for International Business



SENT BY:Xerox Teiecopier T020 5 &-21-81 10:37AM 1202453164 2024556221 % 3

Heard, Keith
Executive Vice-President
National Corn Growers Aassociation

Johnson, Mike
Vice President
FMC Corporation

Johnsoh, Oakley
Vice President
American Insurance Group

Johnson, Mike
Director, Washington Office
McCamish, Martin, Loeffler

Judd, Arden
vice President
Dresser Industries

Kernan, Tim
Director for Congressional Relations
Fluor Corporation

Mangione, Peter
Presidant
Footwear Distributors and Retailers

McCoy, Bteve
President
North American Export Grain Aasociation

Morris, Judge R.K.
Vice President
National Association of Manufacturers

0'Flaherty, Dan
Vice President
National Foreign Trade Council

Parker, Dave
Prasident
The Aluminum Association

Presidant
Trade Assoclation Liaison Council

Schlansky, Mark
Vvice President
McDonnell Douglas

schwartz, Elizabeth
Manager, Congressional Affairs
Boaing Corpeoration
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Executive Vice President
National Asszoclation of Wheat Growers
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National Corn Growers Association
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Director of Asia-Pacific Affairs
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malrtaining American market share |t
China‘'s MFN status |5 revoked, U, ox.
pofters Ince a different danger: potential
trade retrliation by Beljing.

For instance, MFN removal could dmrp

Ame " & Co.'s
hope of catching up with rivalx Aleatnl
N.V. of France, NE( Corp. of Japan and
Siemens AG of Getmany, which thgether
control abont 6% of China's neseent tole-

markel penetration,

MFN removal wouli bring a "severa
destruction of the trade relationsivg at &
cHtlcal juncture for ATAT" says Chrig
Padilia, the company's mannger of povern-
ment relations.

S ——
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McDonnell Douglas Sets Pacts 1o Uaemww
MD-95 Twin.-J et, to Be Built in China

80s, and we are

By Ay WarTzMAN

Siaff Reporter of Tae: War,,
MeDonnel! Don
memoramniems of
Chirese aireraft
gine maker Prag
west Airlines thy
the development
Speaking at a

mal amount (o develop,
project s a direct ofish,

wihnse own developmen
$50 milllon, “'s regn

Riven that the
0ot of the MD-99,
i cost only aboyt
¥ a very mndest™
id Mchonnel? Ua_n_.Mum,m Chief
Heer, Herbert Lanese,
est, a unil of NWA Ine, of St

to evaluate the

m._i..xw....._:c..xa..
glas Corp. said it signnd
urderstanding with 5
production company, en-
U & Whitney and North-
t are expected to jead in
of a 105-seal twin-tel,

news conference at n., has agreed

cominen with the Do
Northsvest manage pg
maintenance, and pllot
triaining. “We are oplf
coilld serve wel oy expandin
sysiem,” he said,

ice as early as in95
The plane wijll he
pany’s MD-M jei,
i China. Last Aprij,
Aeromantics and Ag
agreed 1o enter fimg

that could help
s provisioning,

based on the com- and maintenance

and wouild he assembled
Chira’s Minkstry of
ronautics Industry
| negotiations with

th other engine
McDonnell Douglas ﬂm.__._.
Separately from the
3.A.. a French chart
piaced firm orders for two

nell Douglas MD-80 airli

manufacturers,
“"We have estab

) lished a gond foundation
with onr co-production agreement for ..__au.
corfident that It ean Jead

air show, Exralalr
alrline, sald it

- j—

By JAMES MoGreoon

Staff Reporter of Tivs Wars, STARRE JnuaNaL

BEUING-China’s new computer soft-
ware protection riles are too fiddled witk
Joopholes to provide adeguate pratection
Inr foreigm software makers, according to
the US. chlel trade negotiator with
Ching. .

Joseph Mnssey, assistant (1.5, trade
representative for China, who ended a flve-

.day visit here Saturday, sald he major

prablem Is thal the regulations appéar Io
protect newly invented software bul Jeave
existing software vulnerable to continved
piracy.

Pari < ; new aircraft. The airline cu . "We have a great deal of concern that  software's deslgn woold make pirating
?.ﬂ...wm u,wmm M”ws_._.q”__,..mm.m% rw:_u_eaﬂ.m e Mes 142 MeDonnell U_ém_um;m_m_wucﬂ_w the protectlon is nol “wp o international  easter. It is still unclear what Information
the MD95. Wit v_,m_:ﬂnawi =an _..mz_.__a largest such fleet in the world, hs_.d« standards,” Mr. Massey said. ''The protec-  software makers will be required 10 pro-
reacy urder wiy, Mc o__qm.én_.ﬁn__mmm_ - x."wm A Nerthwest vice president. indi- tion %8 nol extend to aiready published  vide, msim%ﬂ becanse regisiration rules
the alreraft could B_usz :3. AT ol S Caled that the MD-$5 has some features in works, haven't been published.

On.June 13, China's Minlsiry of Ma-
chine Buikding and Electronles unvelled
the couniry’s first regulations lor copy-
right protection of computer software. The
48-article measure is designed Lo Nl kn the
delails thal were ieft unspecified in China's

Pratt & Whitney, a divi first copyright law, which went into effect  China within 30 days.
Mﬁwﬁ_ﬂﬂﬁwﬂ%ﬁw a.wnﬁ _“_ mﬂ._w!swh_n:a__ qﬁga_aﬁano.._..w_ :::—%Mu.nﬁ_” nﬁ__ﬂ June i. The sofware rules inke effecl .  Thig clause, however, leaves all sofl-
Yeould be a direct offshoot of that .m..:wﬂwﬂ_ serios ....ﬁ:ﬂm_—gs eammily of ITAD-200 O he lo quickly tm- ﬂu%mcﬂ“wﬂmﬁ.awﬂﬁﬁﬂg _n_w_..m,.aqﬁ_ﬂ_.wmhw.ﬂ
ment. The Chinese already build MeDgn. r panls. Discussions are cpn. China is nnder the gun lo nquickly tm » el 1, . gan

prove Its protection of software and other
inlellectual property because the 1.5, has
begun actinn thal could resull in reialin-
tion, 1n April, China. along with [ndia and
Thalland, was named & “priority country”

t long- ¥
%.n.ﬂwnﬁqqmumuﬂwwﬂcﬂ. With MeDonnell | sions of Boelng Co.'s new _‘m.“_.“mhw__.wm uﬂ under so-called Special 301 provisions of  will later accept a compromise that pro-
president of China ruw_h_n. _an_.a__._ﬂ... vice | Tie order—the first by a n.ﬂ__duam.a opera- the 1388 Irade acl. -~ tects China from paying royalties on soft-
ogy Import/ m.,..x_x_: g:m Aero-Tecknol- | tor for the two-engine, body aireraft— By pulting them: on Lhe list, the U8, ware the country has already piraled. Dne
ment. -. said in a state. ﬂ.w _ca_:g at about $300 was annonncing that It considers China  scemariois Lhat China s_#n nﬂm_....a_wnsﬂ_.
T - 50, Canadalr G of ind the other two nations (o be the world's  promise by giving copyright protection 1o
ber aﬁ.ﬂﬂwmﬁﬁﬂ _%L..m smallest mem- | Ine. sabd 1t signed a u_“_% E_z._.w_...uuwﬂnm“. worst violators of Inlernational norms of  new versions of existing software.
iy, [ will be 1225 foet tone o ot am- | with Boeing to manufacture rear protecling copytights, palents, irde-  Mr. Massey said that while U.S. and
feet longer than mr_m bat a_.mn__“ %Mmmﬁw_ ._m____%m wmn.aca for the 767 passenger jet. The 31 marks, trade secrets and other intellectual %_“_m_;m ._nn_..:...m__v_w:m_-d __m“._d..__”_n ".__hﬂ
: ' r- | foot sections u . property. FTERCES Ofl ¢ its, there has bee
nqm.“.._x“_ __.ﬂm_._ﬁ.%_ﬁ_unm for many carriers. ! components containing ._.__”__qﬂq Mmu_ﬂ _wm ﬂ The Hsting lriggers a six-month Invesli-  no progress on patents. 1.S. chemical and
S expected to cost a ming. separate parts, ' gation after which the U.S. can lmpose im-  pharmacentical makers maintaln  that

port duties and other retaliation aimed at
obtaining finarclal compensation for U.S.
companles that lose money due to inade-
quate protection. U8, sofltware makers
contend (hey lose more than $400 millior
annually becanse China pays oo royaities

Natad.

" period that I8 renewable for anvther &

for sofiware W now uses. But some pri
vately say that this ¢stimate I8 vastly in-

L5 oificlals said Saturday ihat the
software rutes showed some progress from
early drafts. The rules would give 50 years
of copyright protection—an initial 25-year

years—while the earller drafl imtied
lecticn tn 25 years. :

The Chinese also dropped language re-
quiring software makers (o provide 1hs
software “source code™ when registering
their product in China. Software makers
feared that providing Lhis basic key to the

hina alsn backtracked a bit on an ear-
lker plan to offer nh protectton to software
that Is first published outside of China, In
the new tuies, software first poblished
oversens will be protected in China M the
software maker registers the product in

In China. Anafysts said that China may
have ereated this huge lnophole as a future
uegoliating ploy. The idea Is that by Ini-
tlally offering 11.5. soflware makers no
pratection for existing software, the US.

China routinely violates their patents hy
copying their products and paylng no roy-
alties. China's 1984 patent Jaw protects pro-
cesses, not products. So if the Chinese
slightly alter a manufacturing prdcess,
they copy any product they wanl,
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About Trade:Status

Beijing Rejects Conditions;' Revocation

By Don Oberdosfer
and Lens H. Sun
Wanlingion Fest Pareign Bervice

BEUJING, June 15—China is pre-
med to cut back sharply on polit-
aud economic relations with the
"United States if Congress with-
draws most-favored-nation trade
status or decides to renew it with
unacceptable conditions, * senior
Chinese officials said today.

Yuan Mu, the senior spokesman
for China's ruling State Council and
& close confidant of hard-line Pre-
mier Li Peng, and Vice Foreign
Minister Lin Huaqglu both said that

. Sino-U.S, relations are at a cross-
roads. In a 2%-hour interview, the
two officials cutlined in detail the
Chinese stand on controversial hu-
man rights, economic and weapons
proliferation issues under discus-
alon with the United States,

*We hope we get MFN without
conditions,” ssid Liw “If. there
should be any conditions, we cannot
accept them.” He went on to say
that China's reaction to the U.S.
legisiation, including retaliatory
steps, would be affected by the na-
ture and severity of any conditions
imposed. This pasition, while flatly
opposing the imposition of condi-
tions, appeared to leave room for
tacit acceptance of restrictions that
do not seem particularly onerous.

Liu issued his warning in the face
of a U.S. estimate that the loss of
most-favored-nation, ar MFN, sta-
tus would cost China about three.
fourths of its exports to the United
States—the total estimated at $20
billion this year—because of sharp-
ly increased tariff rates and bring
the loss of 2 million to 3 million jobs
in an economy that is struggling to
cantinue {0 expand.

In addition, American officlals
believe China would have great dif-
ficulty selling to others many of the
items that make up the bulk of its
exports to the United States, espe-
cially inexpensive clothing, foot-
wear and toys. The United States
has become vitally important to this
country’s economy, last year dis-

P Lohn for fhe firt time as

lowest possible export duties to the
United States, and about 100 U.S,
trading partners have been granted
it. President Bush has recommend-
ed to Congress that the United
States continue for snother year
China's MFN status, but there is
strong opposition in Congress and
the final outcome is uncertain.

Members of have pro-
posed extensive conditions to be
imposed on the MFN extenslon re-
lating to buman rights and other
lssues, and the Bush administration
is pressure to accept some,

During the interview, Yuan, who
is known throughout China as the
articulator of uncompromising lead-
ership attitudes, gave a long Est of
what he said were accommodations
and other conciliatory steps that
China has taken or is taking to meet
recent U,5. demsnds.

And Liu, who will be the chief
Chinese negotlator on missile pro-
liferation iasues when Undersecre-
tary of State Reginald Bartholetnew
arrives here Sunday for talks, de-
nied reports that China has sold
ballistic missites to Syria, But Liu
confirmed the sale of what he called
“short-range migsiles” to Pakistan,
another item of serious U.S. con-
cern, and gave no indication that
Beljing is willing to cancel or modify
this agreement that “happened in
the past.”

Liu, who is in charge of North
American affairs, said that “if most-
favored-nation statua is revoked or
the United States attaches condi-
tions [to its extension], this will ex-
€It a very serious influence on U.8.-
China relations.”

He warned that there would be
“an  unprecedented decline”™ in
trade, a “heavy blow” to the 1,300
US.-Chinese Joint ventures and
wholly owned U.S. companiea op-
erating here, “serious restrictions”
on afl exchanges and contacts and "a
major retrogression” in the political
relations batween the two nations.

Liu called MFN status “the cor-
neratone of our economic and trade
relations” and made clear that Chi-

na puts great importance on its cons
. tinuad Frimbad o PO

20245662277 4
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U.S. May End Opposition to Taiwan Joining GATT
LI M it byt g .

I . tries that deal with market pring-
KL mosﬂesgnin__wsuag. les d z si ina™
.H..— . N T —— ?Egg—gﬂ—.ﬁﬂﬂ _.‘_ﬂi m—whﬂu.. Q>3 P n ﬁ -..:H_.Qm.g_w- NME.HQ.Q.——E_
a&&nﬁﬂh&ﬁ 8 oppositivy fioa i8 going to have to study, . I tary of State La gl the s joi GATT i it mage
to Taiwap joining the General and to ot - o W economy that it wag making
Agreem . talk to ns_ug._. she said. day thay China would be infuriated i year _ . g two
part of 2 H_Mw.“ﬂ..emwy no_ﬁsw“nm:w.u sw..__m..n 2 pactsan oppost- Tl e allowed to juin Ga nmhmmorwzw_ﬁou%. to winning
s, t n wd ap-
Port {or contining China's WOSLa- . affores to oo ' Economicaily, said j; it-  Proval to join GATT two
X : : continge China's mog ¥, said Hilis, the Uit Yyears ago,
vored-nation trade benefits, U g, -nati e i I-fa- ed in if Ta: P was blocked for fiti
Trade Representative Carla Hilly por o3 Mation status, which aliows States would gapn if Taiwan joins ed for po

g 10 ship prodyc it. Dbjg‘Hgaumge Q__,muwo:::ﬁz_mgwnoé:f
said yesterday. .w%m..umnm at m__ﬂ gﬂwﬁﬁm Wﬁm the trade body’s nyleg, Tarwan is Sw ment used the army tg gy student
The deal to bring Tajwag itothe pop. United Stateg® sixth-largest trading %asm:.sshu.
GATT aystem which governs the By supporting Taiwan's biq to partaer and hag bee Iiberalizing its As China backed away from the
on o Wocld trade, is part of 2 s GATT 25 part of the figat o po Rt -~ ﬁﬁ%ﬂ?& Steps it started in
Ties o Buecaﬁggwwme.. tain Chi Further, Taiwan won wi. s bid to join GATT
om0 O-Mont) and pre. [, YIS trade status, the adgniy :

3 that less-da- Meamwhile, Taiwan wag kept out
X veloped countries enjoy. of the world trade despite
&nd defuse congressiagal angergver = ag ing their sitij economic . oo :
what is gee ¥ paltical reenre” a_oss....m”_w_ﬂ_n oﬂﬁ_an their sitting Power, becayse of concern
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of civilized coun. OVEr angering Beijing,
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JIM DYER

[
NINA OVIBDDJ

SHEILA BURKE
AL LEHN

As wa discussed, you may want to consider the following
Senators (Democrate) for visits with President Bush. I
understand that each of these members either have strong
constituent interest in MPN or have not made a decision. The
list was developed by a key lobbyist working with the Chinese,

Burdick Exon
Bingaman Robb
Johnston Adams
Breaux Sanford
Boren Lieberman

Daschle Kerxy

4453



Wniteh fotateg MHenate

Oftlee of the Mafority Xeaber
Sashington, BE 20510-7010

Juna 2" 1881

Dear Colleaguas

1 intend shortly to introeduce the attached modifying
legislation to my previcusly filad bill S. 1084, extanding
renewal of most-favorsd.nation tariff treatment for tha People’s
Republlic of China until July 1992, provided cartain conditions
have bean wmet during the intarvening yearx.

This legislation extends most-favored-nation tariff
treatment to the Pecple’s Rapublie through July 3, 1952. Xoat-
favored-nation tariff treatment may not bas renewed after that
date unlegs the President reperts In his waiver request fox 1992
ranewal that the People‘s Republic of China has, o

~- accounted for those citizens detained, accused, or
ssntenced because of tha nonviolant expression of their
political bellefs;

~- roleased those citizens impriscned for such expression:

-- ceased exporting products to the United States producad
by forced laber; and,

~- has made significant progress in preventing viclatiens
of internationally recognized human rights, as wall as
adopting as national policy limits and controls on
nuclear, chem{cal, and biological arms proliferation.

If at any time after the date of enactment of tha
legizslation the President dotermines that the Pecpla‘’s Republic
©f China hams transferrad N-9 or M-i1 ballistic mi{ssiles to g8yria,
Iran, or Pakistan, he is required to immediately terminate most-
favored-nation tariff treatmant fof products of the Poople’s
Republic,

280G " 39dd Nl o150 Wo#Hd 9g:81 16« S22 NN



It L8 my hope that this modification of my previocusly filed:
bill will accommoedate the concerns of all my aolgenguas in ordez:-
that 4 consensus may be reached permitting enactment of
legislation which will promote the long-tezm beat intexests of
our nation, whila addzessing the gserious deficliencies in human
righta, unfalr trade practices, and arms salas, existing in our =
bijateral ralations with the Peopla’s Republic of China. ¥

1f you are Iinterested In supporting this legislation, plaaéé
contact Ed King or Wendy Deker at £-1430, |

Since:elzﬂj/

Gadzge J. Mitehall

f
L
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A BILL

To extend to the Peopls's Republic of Ching resewal of
most-favored-nation treatment until 1992 provided certain
copditions are met

i Be It enacted by the Senate and House of Representa-
2 tives of the United States of Ma in Congress assen-
3 bled, -
4 SBCTION 1, SHORT TITLE. |
5 This Act may be cited as the ‘*United States-China
6 Actof 1991 |

9 $RC. 2. FINDINGS AND POLICY.

.
L4
¢

8 (@) Eoomas.~The Congress makes the following
9 findings:
rtaQ - 350d
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o (1) The Chinese people have gmvided a c.iramat-
,” damonstration of their desire for democratic free-
. doms mpousands of courageous Chinese students
and workers, med and women, demonstrated on June
4, 1989, that they were willing to die, or face impris-
onment or exile, in pursuit of. democratic seif-deter-
mination and buman rights,

(2) The Govemment of the People's Republic of
Chins, which is a member of the United Nations and
10 obligated to uphold the United Nations Cha:ter and
{1 Universsl Declaration of Flumad Rights, continues 0
12 commit violations of intematiopally recognized
13 turman rights, including—

*ONQO\U!&“

14 (A) torture or other cruel, inhuman, or de-

15 grading treatment OT punishment; |

16 (B) protonged dstention without charges

17 and trials, and gentencing of members of the

18 pro-democracy movement for peaceful advocacy

19 of democracy; :

20 (C) wse of forced labor of prisoners to

21 produce cheap pmd{xcts for export to emfnzries.

22 inciuding the United States, in violation of
23 internationdl labor treaties and United States |
24 law: :

[l Y T Do Y ]
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fights.

(3) The Govemment of the People’s Republic of
China has denied Chinese citizens who support ths
pro-democtacy movement and others the right of
¢res, unimpeded emigration. |

(&) The Government of the People’s Republic of
China hes resmcwti the pumber of studsnts permit-
ted to gtudy sbroad and has required college students |
to attend military indoctrination courses, %o work 3
years after graduztion, and to pay large sums of
money before being eligible to apply for study out-
side China. |

(5) The Govemment of the People’s Republic of
China continues to violate the fundamental human
rights of the peaple of Tibet and -uses the People’s
f fberation Amiy and police forces to intimidate and
sepress Tibetan and Chinese citizens peacefully dem-
onstrating for democratic change and religious free-
dom. _

(6) The Government of the People's Republic of
Cninahasnotdemonmateclisvdmn@essmdin-
tention to participate a8 8 foll and responsible party

NLW ¥L1SN WOAAd BE:ET 1B,
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in good faith efforts to control the proliferation of

dangerous military technology and weapons, inchid- -

ing biological, chemical, and nuclear weapons tech-

- nologies.

(7) The Govemment of the People’s Republic of
China continues clandestinely to supply amms and
military sssistance to the genocidal Khmer Rouge
forces fighting in Cambodia.

(8) The Govemment of the People’s Republic of
China has intecfered with the rights of the people of
Hong Kong to exercise self-determination in their
political, cultmral, end economic activities.

(9) The President of the United States has sus-
peaded all govemment—t::«govaniment sgles and
commercial exports of weapons to China and issued
an Executive order to treat sympathedca]lir requests
by Chinese students in the United States to extend
their stay. '

(b) Poutcy.~It is the sense of the Congress that—

(1) the edditional existing sanctions being ep-
plied against the Peoplé"s Republic of China on the
date of the enactment of this Act In the arcas of
technology expox.is and international monetary loans
should be continued and strictly enforced; and

NLW &L1SN Woad
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(2) the Unitad States Government should con-
. gult with members of the Unitéd States businéss
commurity operating or investing in the ‘PeOplz's
Republic of China in order to discuss the establish-
ment of guidelines for corporate activity in that

country.
SEC. 3. PROVISIONS FOR RENBWAL OF MOST-FAVORED-NATION

STATUS,

Notwithstanding any other provision of law, the Peo-
ple's Republic of China may not be provided nondiscrim-
inatory (most-favored-nation) trade treatment for the 12-

month period beginning July 3, 1992, under any provision

of title IV of the Trade Act of 1974 (19 US.C. 243l et
geq.), unless the President reports in the document required
t0 be submitted by section 402(d)(1)(B) of such Act that
the Government of the People’s Republic of China—

(1) has accounted for those citizens detained,
accused, or sentenced as a result of the nonviolent
expression of their political beliefs;

(2) hes released thog.e citizens who were impris-
oned after such detention, accusation, or senteneing;

(3) has ceased exporting products to the United
States manufactured, wholly or in part, by convict,
forced, or indentured labor under penal sanctions;

Nil #H1sSn Wodd BP:cl 18. G2 HNNI.
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1 (4) has ceased supplylng exms and military 2s-

o sistgce to the Khmer Rouges

3 (5) bas made significant progress in——

4 (A) fulfilling its commitment to engage in

5 high-level discussions on human rights issues,
6 (B) taking sppropriate action to prevent

7 gross violations of intemationally recognized

8 tmmen rights and fundamental freedoms in the

9 People’s Republic of China and Tibet, including
10 cessation of religious persesution and removal
it of restrictions on freedom of the press and
12 Yolce of America broadcasts,
13 ' (C) terminating intimidation and harass-
14 ment of Chinese citizens in the United States,
15 (D) ensuring access of international human
16 rights monitoring groups o prisoners, &inls, and
17 places of detention,

18 (8) providing adequate: protection of
19 United States patents, .copyrights, and other in-
20 tellsctual property ﬁéhu. '
21 (F) providing " American exporters fair
22 sccess to Chinese markets, including lowering
23 tariffs, removing nontariff bamiers, and increas-
2% ing the purchase of United States goods and
25

services, and |

688 " 3544 ‘
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(G) adopting & national policy which ad-
heres to'. and ceasing gctivities inconsistent
with—

() ke fimitations and controls con-
tained in the Missile Technology Control
Regime (MTCR),

(i) the standards and guidelines setby
the Nuclear Suppliers Group, and
(iii) the standards and _guidelines set
by the Australia Group on chemical and bi-
11 ological amns proliferation; and
12 (6) is adhering to the Joint Declaration on Hong
13 Kong that was emtered fnto between the United
14 Kingdom and the People's Republic'of China.

15 s2C. 4 IMMEDIATE TERMINATION OF MOST-PAVORED-NATION

16 STATUS. .

17 (a) Ix GENERAL.—Not tater than the day which is 15
18 days after the date of the ensctment of this Act, products
19 of the People's Republic of China ¢hall be denied nondis-
50 criminatory (most-favored-nation) trade trestment, urlless
21 the President certifies to the Gongress in writing that the
22 People's Republic of China has not transferred to Syria or
93 TIran ballistic missiles or missile launchers for the weapon
24 gystems known 48 the M-9 or the M-11, and has not trans-
2§ ferred to Pakistan ballistic missiles or missile launchers for

818" 39ud
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{ the weapon system known as the M-8 o ballistic missiles
2 for the weapon system known as the M-11.

3 (b) SUBSEQUENT TRANSFERS OF WERAPONS.=If, At any
4 time after the date of enactment of this Act, the President
§ determines that any transfer described in subsection (a) has
§ occurred, then the President shall immediately—
1
8
9

(1) notify the Congress of such transfer, and
(2) terminate nondigeriminatory {(most-favored-
nation) trade treatment for the products of the Peo-

10 ple's Republic of Chipa.
11 SEC. 5. DEFDNITIONS.
12 For the purposes of this Act:
13 (1) The term ‘‘gross violations of internationally
14 recognized human rights'" includes tosture, ctuel, in-
15 human, oF degrﬁdinz treatment or punishmeat, pro-
16 longed detention without charges gnd trial, causing
17 the disappearance of pérsons by the sbduction and
18 clandsstine detention of those persons, secret judicial
19 proceedings, and other ﬂngraﬁt denial of the right t0
20 life, liberty, or the aacuﬂ‘t.'y of any person.
21 () The terms “detained” and *imprisoned”
22 include incarceration in prisons, jails, labor reform
23 camps, labor reeducation camps, and local police da-
24 teation centers. f

I
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(3) The tecm “‘acts of Intimidation and harass-
ment"’ means actions taken by the Government of
the People’s Republic of China that are intended to
deter ot interfers with, or to be in retaliation for, the
gonviclent expression of political beliefs by Chinese
citizens within the United States.

(4) The term “‘significant progress'’ means spe-
cific actions taken to achieve the objectives stated in
subparagraphs (A) through (G) of section 3(5).

(5) The term ‘‘forced labor'' has the meaning
givea to such term by section 307 of the Tariff Act
of 1930 (19 U.S.C. 1307).

(6) The term ““Mlssile Technology Control
Regime' or “MTCR' means the agreement, a5
amended betwesn the United States, the United
Kingdom, the Federal Republic of Germany, France,
Italy, Cenada, and Jepan, announced on April 16,
1987, to restrict sensitive missile-relevant transfers
based on an annex of missfle‘ equipment and technol.

ogy.




THE WHITE HOUSE
WASHINGTON
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June 24, 1991

MEMORANDUM FOR THE PRESIDENT
FROM: ROGER B. PORTER f%4X

SUBJECT: The Crime Bill

On Thursday, June 20, the Senate began floor consideration
of the violent crime control bill, using the Biden bill, s.
1241, as the vehicle.

By a vote of 55 to 41, the Senate agreed to a Bob Graham
amendment to strike the "Racial Justice Act” from the Biden
bill. The "Racial Justice Act" was Kennedy's proposal that
would have invalidated virtually all state death pPenalty laws.

The Senate rejected, by a vote of 56 to 40, a Thurmond
amendment in the nature of a substitute. The Thurmond
substitute was the Administration's bill with three changes.
First, the provision related to the admissibility of illegally
seized firearms was deleted. Second, the provision related to
closed hearings on deportation of suspected terrorists was
deleted. And third, the authorizations in the Biden bill,
approximately $3.2 billion, were added to the Administration's

language.

Twe Democrats, Hollings and Shelby, voted for the
Administration's substitute. Four Republicans, Chafee,
Durenburger, Jeffords, and Rudman, voted against the
Administration's substitute. Senator Simpson did not vote.

Last Friday, the Senate debated a Thurmond amendment to
strike Biden's exclusionary rule provisions and insert the
Administration's exclusionary rule provisions with the
exception of the provision related to the admissibility of
firearms. A vote is scheduled for 11:30 on Tuesday, June 25.

Today, Senators Thurmond and Biden offered a bipartisan
compromise on the death penalty similar to the provisions that
passed the Senate last year. Four other death penalty
amendments will be offered to the Thurmond-Biden compromise:

. an Inouye amendment relating to the death penalty on
Indian reservations;

. a Biden amendment relating to drug kingpins where no death
has occurred:;
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a Simon amendment relating to life imprisonment without
parole in lieu of the death penalty:; and,

. a Hatfield amendment relating to the televising of
executions.

Other key votes will include:

. the Administration's habeas corpus provisions; and

. an amendment to strike the language in the bill related to
the DeConcini ban on the sale of certain semi-automatic
weapons.

Also on the gun front, discussions are underway between
proponents of a modified Brady bill and Senator Dole, among
others. Options include:

. shortening the 7-day waiting period;

. sunsetting the waiting period;

. preempting state waiting period laws:

. a firm deadline for implementing the point of

purchase identification system; and

. up to $100 million in funding to assist the states in
upgrading their criminal records.

The likelihood of an agreement containing any or all of
these options is unclear. It appears that any amendment
relating to the Brady bill will be among the last considered by

the Senate.
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June 21, 1991

The President
The White Houseé
Washington, D.C. 20500

Dear Mr. President:

As cosponscrs of S. Res. 116, we ars wrlting to
urge you to suppoert the application of Taiwan to become a
Contracting Party to the General Agreement. on Tariffs and
Trade (GATT)- ‘ '

#e are troubled by the fact that the GATT has
taken no action on Taiwan’s accession request since lt wes
{nitiated in January 1990, despite the overwhelming nerits
of Taiwan’s GATT aiplication and standard GATT Council
practice of promptly placing accession requests on its
agenda. Althcug the application m2y be politically
gsenzitive, it should be based on econcomic and trade
considerations, not political ones. In that regard, it isg
noteworthy that national soveralgnly i3 not a prexrequisite
to joining the GATT, which Taiwan has recognized by

_ applying as a separate customs tarritory.  Allowing a non-

e ..GATT member, namely the Paople's Republic of China, to
detormine the terms and timing of another territory’s
entry into the GATT Iis unacceptable.

meiwan has made remarkable economic strides, and
{s now our sixth largest trading partner acd the 13th
largest trading eatity worldwide. Taiwan ig alsc the
largest market~based aconoumy still outside of the GAYT.
Clearly, such a key U.S. trading partper and majer
participant 4in the world economy should not remain
isolated from the world trade communirty by being kspt
cutside of the world’s premier trade regime. The
anticipated successful conclusion to the Uruguay Roupd
make= tha case for Taiwan's GATT memberskip all the more
compelling for It would further liberalize Taiwan’s
economy in areas of critical importance té the United

States.



The President
June 21, 1991

Fage 2

we bellieve that without the leadership of the
Onited Stetes, Talwan’s GATT application will remain |
dormant. We strongly uwrge you to move in this dirsction
by demonstrating support for the accession of Taiwan to

the GATT.

Sincerely.,
a.‘ »

W m L] RD Fi Jro

AW L.

Jo MeCain
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June 21, 1991

The President
The White Housa
Washington, D.C. 20500

Daar Mr., President:

As cosponsors of 5. Res. 116, we axe writing to
urge you to support the application of Taiwan to become &
contracting Party to the GCeneral Agreement on Tariffs and
Trade (GATT). | -

e are troubled by the fact that the GATT has
taken no action on Taiwen's accession request since it was
i{nitiated in January 1990, daspite the overwhelming merits
of Teiwan’s GATT appllcation and standard GATT Council
practice of promptly placlng accession requests on its
agenda. Although the ap Tication may be politically
sensitive, it should be based on economic and trade
considerations, not political oues. In that regard, it is
noteworthy that natiocnal sovereignty is not a prerequisita
to doining the GATT, which Paiwan has recognized by

_ gpplying as & gseparate customs tarritory. Allowing a non=

Fa . menmber, namely the People’s Republic of China, to
etermine the terms and timing of another territory’s
entry into the GATT is unacceptable.

raiwan has made ramarkable ecaonomic strides, and
is now our sixth largest trading partner acd the 13th
largest trading eatlity worldwide. Taiwan is also the
largest merket-based economy still outside of the GATT.
Clearly, such a key U.S. trading partper and major
participant in the world economy should not remain
isclated from the world trade community by being kapt
ont=ida of the world‘s premler trade regime. The
anticipated successful conclusion to the Uruguay Round
makes the case for Taiwan’s GATT membership all the mors
compalling for it would further liberallze Taiwan’s
gconomy in areas of critical importance to the United

States.
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| rehi he
We believe that without the leadereghip of:t
United Stetes, Talwan's GATT application will ra@aLnti N
dormeut. We strongly urge you to move In this directio
by demonstrating support for the accession of Taiwan to

the GATT.

-

wITliam V. Roth, JF-

i

“Steven D. Symms

Fanl Simon

TS

—Slade Gorton
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" “Dan Coats

Bcg Packwood

Charles E. Grassley
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United States Department of State

Washington, D.C. 20520

June 5, 1991

Enclosed you will find the China package that is being sent to
every Member. I hope you find it useful.

a#flet G. Mullins



THE SECRETARY OF STATE
WASHINGTON

JUN -4 199]

Dear George:

I am writing to urge you to consider carefully how renewal of
most-favored-nation (MFN) status for the People's Republic of
China serves U.S. interests. I assure you that the
Administration stands with Congress in wanting to see greater
respect for internationally respected human rights, a stronger
Chinese commitment to global nonproliferation objectives and
fair trade, and continuing political and economic reform within
China. I believe strongly that renewal of MFN promotes these
goals.

Many in Congress have urged withdrawing or conditioning MFN
renewal as a means of forcing China to respond favorably to our
concerns. We are convinced that MFN withdrawal would instead
undercut our ability to achieve these goals. We advocate a
more selective, targeted application of pressure, instead of
imposing broad, blunt sanctions on everyone in China, punishing
equally the forces of positive change, entrepreneurs and
ideological hardliners.

Qur targeted approach has succeeded in setting the agenda in
our relations with China that focuses on human rights, arms
control, and trade issues--issues that Congress is also deeply
concerned about. Withdrawing MFN {or attaching unattainable
conditions) would undermine the foundation on which the process
of engagement was built. If we shut down our dialogue with
Beijing on these issues, we remove an important incentive for
China to respond to our concerns.

I know that Congress is well informed about what China has done

that has fallen short of our expectations. I hope I can
persuade you to look with an open mind at what China has done
to meet our objectives as well. In every area ¢of concern we

have with China, our continued strategy combining sanctions and
diplomatic engagement has leveraged some favorable action from
Beijing. The Chinese support of the UN in the Persian Gulf is
a prominent example, as is the initiation of human rights
dialogues with us and with other Western countries. I have
enclosed material that elaborates on these points.

The Honorable
George Mitchell,
United States Senate.



Make no mistake, the Administration is not easing its pressure
on China. We have had sanctions in place since the brutal
assault on Tiananmen, have imposed some since then, and are
prepared to take further action to deal with new issues which
may arise. We already have in place legal authorities to
selectively target those practices in China that we £ind
abhorrent, especially in the areas of human rights,
nonproliferation, and trade. I urge you to read carefully the
enclosed fact sheets that demonstrate ours is a determined,
principled approach, not clouded by illusion or wishful
thinking, and indeed goes beyond actions taken by other Western
democracies.

The point I want to leave with you is that we are working
toward the same objective: 1like you, we want to see across the
board improvement in our relations with China on the basis of
demonstrated and genuine Chinese commitments to international
standards shared by all civilized nations. We will continue to
advance our interests and ideals as we pursue a process of
engagement with China designed to elicit progress toward our
objectives: adherence to international standards on
nonproliferation, free and fair trade, broader reform, and
respect for human rights throughout China. Most importantly,
renewal of MFN is essential to maintaining America's moral
stake in promoting the process of econcmic and political reform
in China.

Sincerely,

/f WV
Jimés A. Baker, III

Enclosures:
1. President's Memorial Day speech
2. Fact sheets on MFN



RENEWAL QOF CHINA'S MEN 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 peoint is to pursue a
policy that has the best chance of changing Chinese behavior.”

—--China Benefits from Contact--Not Isclation. The most brutal
period of communist rule occurred at a time when China was
isolated from the ocutside world and committed to a policy of
economic selif-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.

--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.

--Other Means Available to Pursue U.S, Interests. 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
desttroy, 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., Busipness and ConSumers.. 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 Kong's economy and our $6-billion investment there would
also be hurt because of close commercial links with South China.



WHY CONTINUING MFN_STATUS FOR 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
ideals--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. woulid 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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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.

o] A}l 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:

-- Arms and Military Cooperation. Weapons deliveries
remain suspended as does military cooperation.

-- Embargo on Sales to Militarv/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). .

Insurance Corp. (OPIC). 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
jssues of vital concern (e.g., human rights,
nonproliferation issues, trade problems and regional
issues, such as the Persian Gulf and Cambodia).

Additional

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

0 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.

0 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 violations of
the bilateral textile agreement. USTR has stepped up its
consultations with China on the trade imbalance, with talks
scheduled for mid-June.
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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 1990.
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 violation 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 equipment.

, 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 confliet 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.S.-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 als¢ 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 billiomn (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 alsc 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 S0 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 isolate China if we hope to
influence China."



PROPOSALS TO CONDITION RENEWAL OF CHINA'S MFN STATUS

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--effectively--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 prominent 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
politicai 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
investigation--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 f£rom a very brecad 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 issue 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 jn China have actually
used significantly stronger language in urging renewal.

o The Washington Post 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

jn 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 China, I
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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Decisi v . 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.

i . 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 jn 1984 and sent observers to the NPT
Review Conference in 1990. China's 1987 sale of CS5-2 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 Proliferation. 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.

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 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‘'s proliferation policy is gradually changing
in a favorable direction. We aim to accelerate that trend.

Chemical Weapons. China ijs 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

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

--pAircraft/herospace Equipment $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.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: :

MEN 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

We have ongoing discussions with the Chinese on key
economic and trade issues, including market access, i
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. Wwithdrawing MFN would

seriously weaken our negotiating position on these issues.



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

' . 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 1930, 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 First-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.

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 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 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.

iqn T 1 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.



U.S,-CHINA TRADE AND INVESTMENT

{($ bzllions)

1979* 1988

Total Trade 2.3 13.5
. US Exports 1.7 5

US Imports 0.6 8.5
Irade Balance 1.1 -3.

20.0 12
4.8 -17
15.2 27
-10.4 -68

* Last year before U.S. granted MFN status to China.

U.S. Exports to China
($ millions)

Cereals

Computers & Electric Products

Aircraft & Parts
Fertilizer

Chemicals

Prof. & Sci. Instruments
Iron & Steel

Cotton Yarn & Fabric
Electric Machinery
Plastics & Resins

($ millions)

Apparel

Toys, Games, Sporting Goods

Elegtric Machinery
Footwear

Travel Goods

Petroleum

Fish

Plastics

Iron & Steel

Furniture, Lamps, Bedding

512
860
749
544
273
227

44
281
264
166

3,197
2,139
1,926
1,477
874
661
396
387
247
276



lected Chi L Ff
Commodity MEN Tariff (%)
Wheat 0
Aircraft & Parts 6
Fertilizers 30
Cotton 30
Rough Wood 3
Polycarboxylic Acids 15
Specialized Machinery 20

Selected U.S. Import Tariffs
Commodity MEN Tariff(%)
Manufactured Articles 0-32
Apparel 0-34.
Telecommunications 2.4-8.5
Footwear 0-48
Travel goods, handbags 4.6-20
Petroleum, oils $.105/bbl

v
(Contracted value, §$ billions)

1979-86 1987

National Total 19.99 4.32
Hong Kong, Macau 12.40 2.36
United States 2.72 0.36
Japan 1.91 0.35
Others 2.96 1.21

SECMEC 1692

6.19
4.16
0.38
0.37
1.27

Non-MFN Tariff(%)
0
11
40
40
8
20
30
Non-MFN Tariff(%)
0-110
25-90
35
10-84
35-90
$.21/bbl
Cum.
1989 Total
6.29 36.80
3.73- 22.66
0.65 4.11
0.52 3.18
1.39 6.84

E i

100.
61.
11.

18.

ool O Q2



SENATE ATTITUDES TOWARDS CHINA MFN

US-China Business Council

May 22, 1991

Uy

Francy

(The following matrix is our best guesstimate based on meetings with Members and/or
their staff, Members’ public and private statements, and co-sponsoring existing legislation.
Note: there is no column for straight opposition to MFN, as no one has taken that position

at this time.)

KEY

1. Supports MFN with no conditions

2. Supports MFN, but undecided regarding conditions

3. Supports MFN, but leaning toward "mild" conditions

4. Supports MFN, but leaning toward "harsh” (Mitchell-type) conditions

Baucus (D-MT)
Bond (R-MO)
Danforth (R-MO)
Dole (R-KS)
Durenberger(R-MN)
Lugar (R-IN)
Murkowsky (R-AK)
Sanford (D-NC)

Chafee (R-RI)
Daschle (D-SD)
McConnell (R-KY)
Nickles (R-OK)}
Packwood (R-OR)
Pryor (D-AR)
Robb (D-VA)

Roth (R-DE)

* Co-sponsored S.1084 (Mitchell conditions)
A Co-sponsored S. Con. Res. 19 (Cranston sense of the Senate)

Riegle (D-MI)

Akaka (D-HI)*
Biden (D- DE)*"
Bradley (D-NI)
Bryan (D-NV)*
Cranston (D-CA)*A
D’Amato (R-NY)*
DeConcini (D-AZ)*A
Dixon (D-IL)*4
Dodd (D-CT)*

Ford (D-KY)*
Glenn (D-OH)*
Hollings (D-SC)*
Inouye (D-HI)*
Kennedy (D-MA)*A
Kerry (D-MA)*A
Metzenbaum (D-OH)*
Mitchell (D-ME)*A
Moynihan (D-NY)*
Pell (D-RI)*A
Sarbanes (D-MD)*
Wallop (R-WY)*
Wirth (D-CO)*
Wofford (D-PA)*



HOUSE OF REPRESENTATIVES ATTITUDES TOWARDS CHINA MFN

KEY

US-China Business Council
May 22, 1991

1. Supports MFN with no conditions

2. Supports MFN, but undecided regarding conditions

3. Supports MFN, but leaning toward "mild" conditions

4. Supports MFN, but leaning toward "harsh” (Pelosi-type) conditions

Archer (R-TX)
Leech (R-IA)
Matsui (D-CA)
Roth (R-WI)

* Co-sponored Pelosi Bill

2 3
Cardin (D-MD) Levin (D-MI)
Crane (R-IL) Solarz (D-NY)

McDermott (D-WA)
Vander Jagt (R-MI)

A Co-sponsored HR1571 (Miller bill establishing corporate code of ethics)

Abercrombie (D-HI)*
Ackerman(D-NY)*
Bacchus (D-FL)
Beilenson (D-CA)*
Berman (D-CA)*
Boxer (D-CA)*
Bryant (D-TX)*
Burton (R-IN)*
Dellums (D-CA)*
Derrick (D-SC)*
Durbin (D-IL)*
Edwards (D-CA)*
Erdreich (D-AL)*
Fazio (D-CA)*
Feighan (D-OH)*
Foglietta (D-PA)*
Frank (D-MA)*
Frost (D-TX)*
Gephardt (D-MO)*
Gejdenson (D-CT)
Gilman (R-NY)
Green (R-NY)*
Herger (R-CA)*
Horton (R-NY)*
Jenkins (D-GA)
Jefferson (D-LA)*
Kennedy (D-MA)*
Lagomarsino (R-CA)
Lantos (D-CA)*A
Lewis (D-GA)*
Lloyd (D-TN)*



page 2, House of Representatives

* Co-sponored Pelosi Bill

A Co-sponsored HR1571 (Miller bill establishing corporate code of ethics)

McNulty (D-NY)*
Martinez (D-CA)*
Markey (D-MA)*
Miller (R-WA)*
Miller (D-CA)*A
Mineta (D-CA)*
Mink (D-HI)*
Moran (D-VA)*
Oakar (D-OH)*
Panetta (D-CA)*
Payne (7)*

Pelosi (D-CA)*A
Porter (R-ILY*A
Richardson (D-NM)*
Ritter (R-PA)*
Rose (D-NC)*
Russo (D-IL)*
Scheuer (D-NY)*
Schroeder (D-CO)*
Schulze (R-PA)
Skaggs (D-CO)
Sikorski (DFL-MN)*
Slaughter (D-NY)*
Smith (R-NI)*
Smith (D-FL)*
Solemon (R-NY)
Spratt (D-SC)*
Stark (D-CA)*
Swett (D-NH)*
Torricelli (D-NJ)
Unsoeld (D-WA)*
Valentine (D-NC)*
Waters (D-CA)*
Waxman (D-CA)*
Weiss (D-NY)*
Wolf (R-VA)*
Yatron (D-PA)*



NATIONAL SECURITY COUNCIL
June 19, 1991

FOR: JIM DYER

FROM: DOUG PAAL
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ATTITUDES TOWARDS CHINA MFN
US-China Business Council
June 17, 1991

(The following matrix is our best guesstimate based on meetings with Members and/or their staff, Members' public and private statements, and
co-sponsoring existing legistation. Please contadt Rich Brecher at 202/429-0340 if you have any additions o modifications to suggest.

SENATE
KEY

1. Supports MFN with no additiona! legislated conditions

2. Supports MFN, but undecided regarding conditions

3. Supports MFN, but leaning toward "mild" conditions

4. Supports MFN, but leaning toward "harsh” (Mitchell-type) conditions
5. Supports Resolution of Disapproval

Bold face denoies position identified by Members’ public statement

1 2 3 4 5
Adams (D-WA) Bentsen (D-TX) Harkin (D-1A) Akaka (D-HI)* Bradley {D-NJ)
Baucus (D-MT) Boren (D-OK) Lieberman (D-CT}) Biden {D-DE}** Cranston (D-CA)**!
Bond (R-MQ) Breaux (D-LA) Riegle (O-M1) Bryan (D-NV)* Moynihan (D-NY)*
Chalfee (H-RI) Brown (D-CO) D'Amato {R-NY)*
Cochran {R-MS) Bryan {D-NV) DeConcini (D-AZ)**
Danforth (R-MO) Burdick (D-ND) Dixon {D-IL)**
Dole (R-KS) Conrad (D-SD) Dodd (D-CTY
Durenberger(R-MN} Daschle (D-SD) Ford (D-KY)*
Gramm (R-TX) Exon (D-NE) Glenn (D-OH)*
Hatch (R-UT) Grassley (R-1A} Graham (O-FL)
Kerry (D-MA)** Kasten {R-WI) Hotlings {D-5C)"
Lugar (R-IN) Koh! (D-WI) Inouye (D-HI)*
Murkowsky (R-AK) Lot (R-MS) Kennedy (D-MA}**
Pressier (R-SD) McConnell (R-KY) Kerrey (D-NE)
Rudman (R-NH) Nickles {R-OK) Leahy {D-VT)
Sanford (D-NC) Packwood (R-OR) Levin {D-MI)
Simpson (R-WY) Pryor (D-AR) Metzenbaum {D-OH)*
Robb (D-VA) Mikulski {D-MD)
Roth {R-DE) Mitchell {D-ME)*»
Seymour (R-CA} Pell (D-RI)"
Rockefellar {D-WV)
Sarbanes {D-MD)*
Sasser (D-TN)
Simon (D-IL)
Wallop (R-WY)*
Wellston (DFL-MN)
Wirth (D-CO)*
Wolford (D-PA)*

* Co-sponsored S.1084 (Mitchell condiuons)

A Co-sponsored S. Con. Res. 19 (Cranston sense of the Senatc)
! Sponsored Resolution of Disapproval



RB SENATE NOTES (June 13, 1991):

Sen. Adams (D-WA)
Terry Leitzell of Bogle & Gales brought National Apparel & Testile Assoc to mee! with Adams. Adams says he's supportive and would

be willing to help find an altenative.

Sen. Akaka {D-HI)
Co-sponsored Mitchell Bill.

Sen. Baucus (D-MT) 6/4/91

Michael Punke

Dion Anderson

{TMA Eaton McDD)

Baucus supports MPN w/o conditions. "Smart weapons not carpet bombing.' Supports 301 action to correct trade imbalance, export
controls and multitateral action through COCOM for proliferation problems and Special 301 for IPR problems. Not convinced we can
win velo fight wio 301 action by the While House. Sandy Berger and the wheat folks have had a lot of contact with them.

Follow-up: Keep in touch with Punke, track progress of Baucus letter. Baucus/Punke May want to mest CIC/Zhao refarmets.

San. Bentsen (D-TX) 6/6/91

Marcia Miller

(TMA Dresser,GM)

Focus will be on conditionality. May be another option to Mitchel! - a mera moderate aliemnative - but Marcia has no instructions to
begin preparing one. Bentsen has not decided as of yet. Las! year, Bentsen was willing to allow conditionality bil to go to floor, but
Dole stopped it. No idea where others in the Committee stand on the issue. Hearing will be held in couple of weeks, Marcia seems soft
on the no-conditions position.

6/14 Marci rejected Council, CIC and Lu Mai applications to testify. Says witness list already skewed toward pro-MFN. We had our
chance last year, wanied 10 give others a chance. IFCS is on program cause they've been working the issue harderlonger than
anyone?! Human rights/student panel very skewed anti-MFN, with John Kamm defending MFN. Marcia feeding me lines, not
reassuring al all

6/13 Ray Garcia says Bentsen still holding cards tight to the vest. Ray is organizing delegation of TX companies to visit with Bentsen
next week. Also working with TX Association of Business o send letters. Also working on Gramm.

Sen. Biden {D-DE)
Co-sponsored Mitchell Bill.

Sen. Bingaman (D-NM)
Larry Bowles says he wants to do "something.” Bingaman's Lappala cancelied 6/14 appointment w/ Gouncil.

Follow-up: Reschedula appointment.

Sen. Bond (R-MO)
Bond has made public statements in support of MFN w/¢ conditions. Supports the President. SB client has talked to him. McDD says
he’s fine.

Sen Boren (D-OK) 61181
Rebecca Cooper
Brian Seaton



(cic)
Cooger was m;t‘a Open fo new information/ideas. Convinced conditions are *gyr right* and doesn't seem o care if they aro effactive or
not. Claims to working closely with Mitchell and will offer moderate condition 8. Did not specily wh i1

. at
may be, but will directly address human rights issyes. Packag Pl moserle condrs

Sen. Bradley {D-NJ) 6/4/1

Alix Sundquist

(TMA.Dresser,ABB.Eaton)

Alix supports MFN but has ng entre to Bradley. Bradley did not consult staff on the issue jast ysar sither. Alix only on temporary
assignment in Bradley's office - starts new assignment as Counsel General in Bourdeaux next woek, Bradiey stil undecided, but
leaning toward withdrawing MFN. MFN has not worked. Political dimension feinforcas this position. Would like specific info on impact
of MFN withdrawal on NJ employment,

Sen. Breaux (D-LA) 6/11/91

Mark Ashby

(CIC,TMA,GM)

Mark has China/Taiwan experience and speaks fair Chinese. Asked a Jot of specific questions about new developments in China
(forex ratention, tax system, rehab of old reformers, etc.). Mark is pushing for MFN, and was interested in the Baucus letter, but says
the Senator is undecided. Breauy’ initia) posture based on emotional response - now teconsidering, There is a split wiin the office.
Mark remarked that comespondence from business has been Pro-MFN and heavier than Jast year. Leaning toward MFN wio
conditions, but will be more influenced by Bentsen than Baucus. 6/14 RB stopped in 1o ask if Breaux interested in meeting with
CIC/Zhao raformers. Ashby thinks he might be and will put # 1o him over the weekend. Also may help with opposition in the office.

Follow-up: Keap In touch with Mark and arrange meeting with CIC/Zhao folk,

Sen. Brown (R-CO) 53191
Carter Pilcher (foreign policy LA)

{TRW,TMA MCDD}
Brown circulating letter regarding concern for prison labor. Voted for Pease w/ Pelosi amendments last year, but did not sponsor

Mitchell this year. Pilcher feels business community let students down, and is not protecting workers from persacution. Don't think
Pilcher represents Senator's views an this matter {hope not at least).

Follow-up: 6/8 sent CIC materials and J V paper. Stressed point that business, by its nature s subversive to a centralized command
economy. Decentralization, which is necessary for economic takeoff, weakens binds of lotalitarian regime,

6/13 Senator remarks/questions at Senate Foreign Relations hearing seemed supportive of MFN. Said he was interested in examining

trade avpacts of MFN widrawal, and noted UB mainfaing MFN w/ many countries that sport poor human rights records. Dictated
conditions are not sfiective means for influencing others. interested in pursuing other ways of influencing Bsijing, wio using MFN as

bargaining chip. May Support light symbolic conditions.
Follow-up: Should arrange CiC/Zhao meeting with Senator,

Sen. Bryan (D-Nv)
(ECAT)



Co-sponsored Mitchell Bill. Feels something needs to be done, but not sure what. Undecided on conditions. May be persuaded to take
another course.

Sen Burdick (D-ND)
Vicki Hicks
Mr. Yi met with Hicks, Burdick supporied MFN last year, bul decision is more difficult this year. May vote party line.

Sen. John Chafee (R-RI} 5/20/91

Christophar Dachi {L.A. - did China junket)

Michael Platner (L.A, - tax and trade)

(TMA)

Dachi strang supporter, Plantin feels "no condition stand s unrealistic. Senator was strong supporter last years, but they have not
discussed issue w/ him this year. Dachi expressed possibility of Chafee taking leadership role in support of MFN, but will have 1o
overcome internal stalf resistance {Platner and Chief of Staff). Hasbro CEQ should be able to pull some weight w/ Chafea,

Follow-up: 5/20 sent thank you and copy of invesiment position paper and materials on investment in 8. China. TMA arranged Hasbro
CEQ meeting with Chalee. Chafee reportedly supporting MFN w/o conditions.

Sen. Thad Cochran (R-MS) 6/11/91

Robert McArthur

(CIC.GM)

Concerned about human rights and missile sales, but not sure how to go about it. Understand that formal conditions would be
counterproductive. Mentioned the damage MFN w/drawal would have on Payless.

Follow-up: None.

Sen. Conrad (D-SD) 6/11/91

Mr. Cline

Cline very suppartive of our position. Cline was Chinese language/it major at Univ Illinois and knows Asia well. Has published 2 op
eds in Batto Sun. On principle, the Senator opposes unilateral sanctions - they are nat effective and counter productive. Conrad also
concerned with fate of Hong Kong. At this point, Conrad is undecided, but will probably go with MFN,

Follow-up: Should follow-up o gauge Conrad.

Sen, Cranston (D-CA)
Co-sponsored Mitchedl Bill. Spensored S.J Res 153 to widraw MFN.

Sen. D'Amato (R-NY)
Co-sponsored Mitchel Bill. Only wants to meet with NY companies.

Sen. Thomas Daschle {D-SD) 5/20/31

Mark Ulven (L.A. - Irade and ag)

(TMA, AT&T)

Senator undecided - may be sympathetic lo some conditions. Ulven says Daschle would have cosponsored Mitchell bill if not for wheat
expons, My sense is that Ulven may be more hostile to our position than the Senator. Ulven would like 10 hear from Zhao Zlyang

people.

Follow-up: 5720 sent thank you and copies of investment position paper and China Info Center paper from last year. Will forward Gao
Xin letter and new position paper when it is available. Arrange for CIC people to meet with Daschle/Ulven.



6/11 RB saw Ulven and Michael Garity again along with Xiao Xia and Liu Yuan from CIC. Very good meeting. CIC made persuasive
pitch. Should followup w/ phone call to gauge Daschie’s position.

Sen. John Danforth (R-MO) ' 5221

Kevin Dampsey (Counsel)

(TRW.TMA}

He is nervous about the White House, triggered by the Fitzwater talk regarding conditions. Danforth supportive of MFN w/o conditions,
but afraid to get out front on this, until President makes his position clear. Feels something does need lo be done on trade front, and
Special 301 is a start, but more is warranted. Very nervous about slarting any discussion of conditions - would either be so weak as to
be toothless {and an embarrassment), or for-real, and thus doom MFN. Dempsey noted we have allies on the Hill (Baucus). Says key
to Bentsen is to help his trade guy over his foreign affairs people. Same goes for Gephardt, who is very influential on trade matters.

Follow-up: Sent letter 5/22.

Saen. DaConclni (D-AZ)
Co-sponsored S. Con, Res. 19, Mitchell Bill and own Resolution of Disapproval.

Sen Dodd (D-CT) 6/41

Matt Hersh

(McDD,GM,Eaton, TMA Dresser ABB)

Hersh admits conditions not effective. Hersh very interested in info on S-N China dichotomy. Alse wants details on CT commercial
interests. Concemed that MFN withdrawal will hurt primarily low-income Americans. Dodd co-sponsored Mitchel! Bill {did nat consult
Hersh), but will not be out front on this issue. | don't think we can tum him around en MFN, but could at least silence a potentiaf crilic.

Follow-up: 6/8 sent materials on Norh vs South China. Press UTC to welgh in with them. Followup with State of CT.

Sen. Robert Dole (R-KS) 6/7/91

AlLehn

Lehn told TS on phone he is “meetinged out™ on China MFN - and not willing to meet with Council. Dole on record supporting
President. If didn't, wheat farmers would have his hide.

Follow-up: 6/8 sent packet of materials including positon papers, jv paper, CIC and Ying Liu materials.

Sen. Durenbarger (R-MN) 5729591

Michael Zarren

(McDD, TMA, CDC, Cargil!, Fluor)

Supports Bush's efforts fo retain MFN. "MFN is not the fight ool to get China to do what we want them lo do.” But not 100% on this.
Would like to see a complete list of MN companies with commercial inferests in China {incl smaller companies). Zarrin is optimistic
President will prevail in veto fight. Zarrin visitied BJ, Kunming and GZ in March/April. Met with model entrepreneurs in GZ.

Foilow-up: Send list of companies. Should see again.

Sen Exon (D-NE) 6691

Chris McLean

(RD Folsom, Lou Dreylus)

Supported the President’s position last year, but needs to "study" the issue more this year. Concerned with what MFN extension got
us last year. Also concerned about weapons sales and convict labor problem. Folsom gave him CRS wheat repon,

Follow-up: 6/8 sent export stats and CIC and economist materials.



Son. Glenn (D-OH) &M
(ECAT)
Gonna stick with Sen. Mitchell,

Sen. Gramm {R-TX) 6/11/91

Wayne Abernathy

{CIC,TMA,GM,TRW,Dresser,Halliburion)

Tends to support the President, and probably would not vote for any bill the President would veto, but would vote for conditions if
White House favored them. Texas out-exports California on per capita basis and is second only to CA for lotal exports. Gramm is a
free trader.

Follow-up: None.

Sen. Grassley (R-1A) 52991

Bob Zudwiczak - AA

{McDD, Cargill, CDC)

Senator undecided. Will wait and see what comes out on the floor. “Gat burned fast year.” (?) Vote will be dacided on pure politics.
Menxico fast track used up a lot of Bush's political capital. Members will vote their conscience or the politically expedient option on
MFN. Bob thinks some conditionality may be warranted, but will wait fo seen if aftemative to Mitchell emerges. RB: gut feel is that
Grassley would vote for conditions on first go-round, but support President on the override.

Follow-up: 6/8 sent CIC and Ying Liu materials. Should see him agaln as issue develops. 6/1 sent latter and materials.

Sen. Harkin {D-1A) 614/

Mr. Sweeney

(TMA)

Senator has real problems with China - particularly concemed with human rights. Recognize distinction between political and
economic complaints, but Harkin does not believe the President will follow through with sanctions. "Hear 2 lot of rhetoric, but when
push comes to shove, doubt he'll implement sanctions.” Harkin didnt cosponsor Mitchell or Deconcini, but leaning against MFN for
China. Does not buy assumption that economic reform necessarily leads o palitical reform. Considers MFN a reward, not a right.

Follow-up: None.

Sen, Hatch (R-UT) 61451

Steve Brown

RB spoke to Brown on phone, Senator will support administration. Recognize problems, but MFN not the tool to use. Brown not aware
if Senator has made public comments on the subject.

Foliow-up: Brown will be in Uah all next week. May schedule to drop by and leave some materiais. No rugh,

Sen. Mark Hatfietd (R-OR) 67N

Julie McGregor

Told TS she thought it would be better 1o just send information than to meet.

Follow-up: 6/8 sent packet of materials including CIC and Ying Liu materials. Call and scope out Hatfield's position.
Sen, Kasten (R-WI) 614/91

Mark Rose
{TMA Dresser,GM)



Senator now formulating position. Wants to hear from UW Chinese students. Also wants shopping list of Wl interests in China. Senator
would like 1o talk on phone with UW students, and may want o meet with CIC and Zhao reformers.

Follow-up: Arrange CIC/Zhao maeting with Senator, Call Jean Sybelvin at 224-5323, and refer to Mark's recommendation. Ask
CIC to ldentify some UW supporters,

Sen. Kerry {(D-MA)

(ECAT)

Co-sponsored Mitchell Bill. Remarks at 6/13 Sen. Foreign Relations Hearing indicate Senator favors keeping MFN with light
conditions. Believes our influence, and influence leveraged by trade is major catalyst for change in China. Does not want to "cut off our
nose to spite our face.” Says Milchel! goes too far. Would like 10 see China cut off weapons supplies to Khmer Rouge. 6/15 arlicle in
Boston Globe indicate Kerry now supports President's position.

Follow-up: Arrange Kerry to meet with CIC/Zhao reformers.

Sen. Kennedy (D-MA)
Ca-sponsored Mitchell Bill ans S. Con. Res. 19.

Sen. Kerrey (D-NE)
Co-sponsored Mitchel Bill

Sen. Koh| (D-WI) 6/14/91

Mullooly

(TMA)

Mullooly sansitive to free trade argument. Kohl also sensitive to business issues, He took lead role in getting Chinese students into the
States. Kohl stepped in 1o meeling, and RB mentioned pro-MFN democracy aclivists and Zhao reformers are coming down to DC -
Kohl may wish to meet with them. Mullooly requested memo on Wl interests in China. Mullooly relatively junior staff. Will have to
convince Chief Counsel Jon Leibowitz to bring Kohl over on this issue.

Follow-up: Prepare memo on WI interests. Arrange CIC and Lu Mai to meet with Kohl. Work on Jon.

Sen. Lleberman (D-CT) 61491

Danvers

(Dresser, TRW AIA)

Senator wants lo do something - leaning towards Win Lord's moderate conditions. "We wanl cover," and it's gaing to be conditional
MFN. The Baucus letter is not enough. President has no credibility w/ Cangress on this issue. Don't believe he will follow through. Too
little too late.

Follow-up: Denvers, and maybe the Senator would be interested in meeting CIC and the Zhao reformers. Arrange meeting.

Sen. Lott (R-MS) 6/11/91

Dr. Miller

{CIC,TMA,GM)

Miller new to job, but picking it up fast. Was initially opposed to MFN, for emotional reasons, but mare he learns about subject, the
more he is convinced this is not the answer. Lott undecided as of yet. Textile interests may sway him to conditions.

Follow-up: Should keep up the pressure, and get some MS businesses in to see him.

Sen. Lugar (R-IN) 6/4/91
Andy Sernmel



{TMA, Dresser, Eaton, McDD, GM, Louis Drayfus)

Andy thinks some Republican altemative that blends Mitcheli and Bush position will be needed. Senate will pass some type of
conditionality bill. The challenge is making it meaningtul, but allow MFN wot be extended. Substantive arguments are convincing, but
gotta work the politics. We discussed possible democralic allies: Boren, Robb, Daschle, Bentsen & Rockefeller (in addition to Baucus).

Follow-up: 6/8 sent JV piece and CIC/economist materials.

Sen. Mitch McConnell (R-KY) 5122191

Brian Riendeau (friend of VL)

{TRW,TMA)

McConnell undecided. Riendeau would like 1o see MFN exiended w/o conditions - considering the issue strictly on its merits. But the
politics are ugly. There is a division win the stal! on this issue. Ne decision was mada last year. McConneil did back the President on
the student visa issua. Riendeau very impressed by Bush statement at Republican caucus announcing his intent 1o renew MFN. It was
evident this is issue he is personnally, and sincerely committed to winning. This is not an issus 1o break with the President on.
McConnell going to HK and Thailand over July 4 recess. The Senator wanls to hear from HK interests.

Follow-up: Sent conditions paper and offered to put McConnell in touch with HK businesspeople. Should follow up with Brian and
Peter Lo. 6/11 met with Brian and CIC people. Good substantive meeting. Peter had dinner with Milch. May arrange to meet with
Senator when CIC folks come to testify for Senate Finance.

Sen. Frank Murkowski (R-AK) 531/

{Jennifer Brick - LA)

{TMA Halliburtan(

Jack is 95% sure Senaor will support unconditional extension. Has been approached by group of Chinese students in AK that suppori
conditions. Murkowski very interested in extending MFN to Vistnam, and will use same argument that Bush uses for China. Senatar
foels we will retain MFN only if coupled with strong administrative action. MFN is "nol the proper tool, but would support onter actions.

Follow-up: 6/8 sent letter and CIC, economist materials,

Sen. Pressler (R-SD)

Doug Miller

Told TS on phone that he'd like to *share intelligence." Repeatedly did not return RB's repeatad phone calls. 6/3 Congressional
Record (S 6906}, supperts Bush's China policies. Denial of MFN would be a mistake - would lessen our influence inside China. We
forget how important our businessmen are in spreading the ideals of American free enterprises and democracy, Concerned about loss
of US export opporiunities.

Sen. David Pryor (D-AR) 5/22/91

Ed Quick (friend of VL}

(TRW,TMA)

Quick has no idea where Pryor stands on issue. He had a heart attack and won't be back till June. Pryor was undecided throughout
the debate fast year. Will probably follow Mitchell and Ford, since Pryor is #3 ranking democrat,

Follow-up: 5/23 sent letter along w/ listing of AR exporters to China. 691 ECAT met with Don Harred (AA). Cal thinks Pryor might be
persuaded to go w/ MFN wio conditions. Leaning toward our position.

Sen Riegel (D-Mi) 52981

Rick Sammans

{TMA, TRW)

We have a leader with a strong position on this {Milchell}, and their is a strong prediliction 1o support your leader. Different debate than
last year. This is high politics now. Skeptical about State's assurances on emigration. Whether it will hinder or help is open to
judgement, so will probably decide based on politics.



Follow-up: 6/1 sent letter. ECAT met with Sammans and indicated willingness to pursue more moderale course than Mitchell.

Sen. Robb (D-VA) ‘ 529/

Peter Cleveland

{TMA, Cargill, CDC, McDD, ABB)

Senator is undecided. Supported the Prasident last year, but much more difficult situation this year. Senator is aware of the economic
stakes involved, but facing the basic question: “What can we do?* Robb recognizes moral component of our foreign policy, concernad
about human rights and Cambodia. Recognize that Mitchell Bill is just delayed removal - conditions are toa fough, and 6 months is
insufficient amount of time,

Follow-up: 6/1 sent letter addressing need for China cooperation for peacsful settlement of Cambodia problem and 1990 CIC
materials. Should see again.

Sen. Rockefeltar (D-WV) 6/14/91

Bill Reinsch

{RD,TMA IBM)

On McGlothlin, Senator expressed sympathy for Soviet MFN cause they are moving in right direction. China is moving the other way.
WV does not have great deal of commercial interest, and Reinsch, not surprisingly, unimpressed by TMA's pitch for imports (Reinsch
was formerly Heinz' trade guy).

Follow-up: IBM to get details on their China business.

Senalor William Roth (R-DE) 5/20/91

Mary Irace

(AT&T, TMA, GM)

irace sympathetic to no condtions, but claims Roth as yet undecided, Roth was strong supporter last year. lrace stressed need to get
CEOs 1o contact Senators directly. Also want to hear from the students.

Follow-up: 5720 sent thank you and copies of investment position paper and China info Center paper from last year. Will forward
Gao Xin [etter and new position paper when it is available. Should meet again, and arrange CIC to meet with Roth.

Sen. Warren Rudman (R-NH)  6/7/91
Paul Jacobson
Jacobson told TS on phone that Rudman is behind the President and a mesting is nof necessary.

Follow-up: 68 sent materials including CIC and Ying Liu materials. Should contact Jacobson and further scopa out position,

Sen. Seymour {R-CA) 6/12/91

Pat McCartin

(CIC)

Gave us the glad hand, but would not reveal anything about the Senator's position,

Foliow-up: Should talk to again. Maybe see someone in the Senator's office. McCartin is on sub-commitiee statt
Sen. Simon (D-IL} 61351
Al Sen. Foreign Relations Hearing said he supports conditions and would vote for Mitchell bill rather than approve MFN. intent on

*sending a message" to the Chinese people and government.

Follow-up: None.



Sen. Simpson (R-WY) 6641

Katherine Bumnett

{Dresser,GM,TMA) ,

Supports MFN w/o conditions. Interested in exploring w/ Dole and Sen Finance a sirategy to take wind out of Mitchel's sails, 201
aclion ala Baucus may be in order. Talking to Baucus on this. White House mesling on Tuesday was a rah rah session. WH advice is
to walt and lat Mitchell play his cards,

Follow-up: 6/8 sent JV report and ClC/economist malerials.

6/11 press release quoting Simpson statement to Hong Kong mission claiming *we’ll gt enough voles to sustain an {MFN} vote - and
it will be bi-partisan.” *I'm totally and deeply committed and we're going to get it done - w/o conditions.*

(senate. mmo/min)
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Supports the President. Worried about failure to
pass MFN would undermine the private sector.

Will be with us in the end. Student vote was
tough last year. Wants us to get some Democrats
involved. Concerned about Chinese missile sales
to Syria. Would support Sense of Senate
Resolution on slowing imports.

Supports us. Wants us to get some Democrats.
Also make this vote a litmus test of loyalty to
the President. Also get farm groups energized to
support us.

Will support but needs some cover. May support a
Sense of Senate on students. Worried that GB is
perceived as too unyielding on Chinese student
issue.

Supports the President totally. Worried that we
don't do anything to screw up prison labor export
program is the U.S.

Not there yet. Looks at E. Europe and doesn't see
how MFN has helped us (?). Also is troubled by
sanctions on South Africa but not on China.

Getting some student support helps him. We must
stop missile sales to Syria and Pakistan. Also
concerned that we show support for Dalai("and
Radio Free China. Not there yet. —

Will be there in the end if it's Bush vs.
Mitchell. Wants us to get Southern Democrats.
Trade deficit plus missile policy bothers him
most.
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Foley: is not comfortable with the huge momentum to revoke
MFN within the House. As a representative from a
wheat-exgorting, Pacific coast state and the home of
Boeling aircraft, he understands all the drawbacks of
the loss of MFN for China,

i Michel: as Republican leader, supported the President's China
policy last year and will be important in influencing
fence-sitting members of his Party this year.

Rostenkowski: as Chairman of the Ways and Means Committee
supported the President last year on unconditional
MFN., He will have an important say in the procedures
for bringing the MFN bill out of committee and to a
vote on the floor.

Archer: Ranking on Ways and‘heans, fully supported the
President last year and will be an important ally
again,

Gibbons: as Chairman of the Trade Subcommittee of Ways and
Means will have equal importance in managing these
bill and has been the President's hardest working
supporter in preserving MFN.

Crane: is ranking on the subcommittee, supports the
President, and is an effective counter to those more
conservative Republicans on the subcommittee who would
like to disrupt Gibbons' helpful tactics,

Fascell is interested in a practical approcach to MFN for
China. Ewven though he may vote against the President
on the floor, he is interested in working backstage to
formulate the best conditionality alternative to
Pelosgi's bill,

Broomfleld has not been a supporter of the President's
policy in the past but as the ranking member of HFAC,
he should be involved in the first White House meeting
on MFN,
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SENATE:

Dols: has consistently spoken out strongly on MFN and
has carried the day on MFN on a number of
occasions, most emphatically last fall when he
threatened Mitchell with 20 hours of debate if
the MFN conditionality and dental bills from the
House were put on the calendar at the end of the
session.

Lugar: has been the advocate for the administration
(opposite Mitchell) in early TV debates about
this year's decision to renew MFN. He is,
however, very concerned about the proliferation
issue as a part of the MFN debate.

Bentgen: is opposed to the revocation of MFN, but he must
balance those instincts against his role as
Chairman of the Finance Committee and legislative
ally of Mitchell. He will be most concerned
about allegations of unfalr trading practices by
the Chinese as a truly relevant issue for
consideration of MFN status.

Simpson: as Minority Whip, has been one of the most
resourceful and tenacious supporters of the
President’'s China policy. He will be a staunch
ally in this year's debate.

Rudman: has been the only Senator to visit China since
Tiananmen, which he did at the request of the
President. He has consistently supported the
President's policy, even in some of the early
Sense-of~Senate votes when 90 percent of the
Senate condemned the policy.

Boren: as Chairman of the Intelligence Committee, will
be a key member on the issue of missile
proliferation. Coming from a wheat exporting
state, he realizes the cost to his farmers from
trade retaliation by the China to a MFN loss.

Lieberman: is interested in both human rights and
prollferation problems. He is somewhat impressed
with the President's new sanctions announced at
Yale. He has been contacted by United
Technologies regarding aircraft exports to China.

Robb: 1s concerned about bath the human rights and
proliferation lssues. He is in favor of
establishling some markers for the Chinese for
future MFN waivers, but he believes that the
Mitchell bill will simply lead to withdrawal in
six months. Virginia businessmen have been
lobbying him heavily on MFN for China.
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CURRENTLY: 26 Democrats
2 Republicans

28 Cosponsors

AKAKA (D-HI) As Introduced 05/16/91
BIDEN (D-~DE) As Introduced 05/16/91
BRYAN, RICHARD (D-NV) As Introduced 05/16/91
CRANSTON (D-CA) As Introduced 05/16/91
DECONCINI (D-AZ) As Introduced 05/16/91
DIXON, ALAN (D-IL) As Introduced 05/16/91
DODD (D-CT) As Introduced 05/16/91
D’AMATO (R-NY) As Introduced 05/16/91
FORD, WENDELL (D-KY) As Introduced 05/16/91
GLENN (D-OH) As Introduced 05/16/91
GRAHAM, BOB (D-FL) Added 05/21/91
HOLLINGS (D-SC) As Introduced 05/16/91
INOUYE (D-HI) As Introduced 05/16/91
KENNEDY, EDWARD (D-MAa) As Introduced 05/16/91
KERREY, BOB (D-NE) Added 06/05/91
KERRY, JOHN (D-MA) As Introduced 05/16/91
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LEAHY (D-VT) As Introduced 05/16/91
LEVIN, CARL (D-MI) As Introduced 05/16/91
METZENBAUM (D-OH) As Introduced 05/16/91
MIKULSKI (D-MD) As Introduced 05/16/91
MOYNIHAN (D-NY) As Introduced 05/16/91
PELL (D-RI) As Introduced 05/16/91
SARBANES (D-MD) As Introduced 05/16/91
SASSER (D-TN) As Introduced 05/16/91
WALLOP (R-WY) As Introduced 05/16/91
WELLSTONE (D-MN) As Introduced 05/16/91
WIRTH (D-CO) As Introduced 05/16/91
WOFFORD (D-PA) As Introduced 05/16/91
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BROCK ADAMS

DANIEL AKAKA “
MAX BAUCUS 2
LLOYD BENTSEN -
JOSEPH BIDEN 8

JEFF BINGAMAN
DAVID BOREN Z

BILL BRADLEY 9

JOHN BREAUX

*RICHARD BRYAN g

DALE BUMPERS
QUENTIN BURDICK
ROBERT BYRD
KENT CONRAD
ALAN CRANSTON 3
THOMAS DASCHLE

DENNIS DECONCINI Y

ALAN DIXON
CHRISTOPEER DODD
JAMES EXON

WENDELL FORD ﬂ

WYCHE FOWLER

JOHN GLENN -

AL GORE

HOWELL HEFLIN
FRITZ HOLLINGS a
DANIEL INOUYE

BENNETT JOHNSTON Z

TED KENNEDY u
JOHN KERRY Y
BOB KERREY

HERB KOHL

FRANK LAUTENBERG

PATRICK LEAHY

CARL LEVIN

JOSEPH LIEBERMAN
HOWARD METZENBAUM
BARBARA MIKULSKI -
GEORGE MITCHELL -
DANIEL MOYNIHAN &
SAM NUNN

CLAIBORNE PELL 5
DAVID PRYOR

HARRY REID

DONALD RIEGLE 3
CHARLES ROBB

JOHN ROCKEFELLER

TERRY SANFORD A
PAUL SARBANES 4
JIM SASSER ‘
RICHARD SHELBY

PAUL SIMON

SENATOR PAUL WELLSTONE H

SENATOR TIMOTHY WIRTH

-9

SENATOR HARRIS WOFFORD =

TOTALS

1.
2.
3.
4.
5.

No Conditions

Undecided on Conditions
Mild Condition

Supports Mitchell
Opposes MFN

| B






