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| United States iDepartment of State

Washington, D.C. 20520

Dear Senator Mitchell:

As debate on most-favored-nation status for China proceeds,
I want to underscore for you and your colleagues in Congress
those existing sanctions and measures that President Bush has
authorized to register American disapproval of that nation's
unacceptable human rights, trade and weapons proliferation
practices. The President has used legal authorities in place
to target abuses in each area of concern by employing
appropriate countermeasures, as we do against other countries
that violate international norms of behavior. Proposals to
deny or condition MFN for China not only seek to punish all
Chinese, including those we most wish to encourage, but take
away from us the most effective instrument we now have to
penetrate and promote change in China, that is open trade and
the exchange of pecple and ideas.

Following the crackdown at Tiananmen, the President
immediately authorized a number of measures to express American
abhorrence of this needless violence against the pro-democracy
movement., There were:;

- Suspension of senior-level contacts, except those
essential to pursue strategic, nonproliferation or
human rights interests,

- Termination of the military relationship, including
weapons programs and military exchanges.

-- Denial of all export licenses for equipment used by
the Chinese military and police.

-- Termination of support for multilateral development
loans to China, except for basic human needs projects.

-— fuspension of grants from our Trade and Development
Program (TDP) and the Overseas Private Insurance
Corporation (OPIC).

-~ Opposition to talks within COCOM on liberalizing
controls on high-~technology exports to China.

As new issues have emerged in the nonproliferation and
trade areas, the President has taken further strong steps,
using existing legal authorities:

- In April, the President denied licenses for export of
components critical for the launch of a Chinese
domestic satellite.

- The President will not seek any further satellite

waivers for China until missile proliferation concerns .

are gatisfied,
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- Similarly, he instructed the Commerce Department not
to license exports of high-speed computers to China
until these concerns are matisfied.

- The President announced on May 27 his intention to
deny licenses to any Chinese company found to exceed
international standards in the transfer of missgile
equipment. Two Chinese companies, the Chinese
Precision Machinery Import-Export Corporation and the
Great Industries Corporation, have been found to have
violated these standards. These companies will be
sanctioned under the authorities in the National
Defense Authorization Act. :

The Administration is also taking steps to address the
protection of intellectual property rights in China and the
bilateral trade imbalance: L

- In April, the President authorized the designation of
China under the Special 301 provision for violation of
U.8. intellectual property rights. A formal
investigation of Chinese practices is underway and
action will follow if adequate progress does not occur.

- Assistant U.S5. Trade Representative Joseph Massey is
in Beijing this week to press concerns about market
access with senior Chinese officials.

This Administration has actively applied ganctions against
China since the tragedy at Tiananmen Square. The United States
now stands alone &s the only country that still has its
original sanctions in place and is actively persuing additional
measures.

I continue to believe that selective application of
existing legal mechanisms to specific issues of concern will
yield the most gains with China. To deny MFN to Chins will
destroy our dialogue with the Chinese on these issuesz and
dismantle our leverage. To employ such -a blunt instrument at
this time will succeed only in hurting the millions of people
in China who seek economic and political reform and who look to
the U.5. for compassion and support.

Sincerely

Jémes Baker
Attachments: -
1) Fact Sheet on U.S. Sanctions against China
2) Achievements of the Pregident's Strategy of Engagement
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By KEITH BRADSHER
Specialto The New York Times

WASHINGTON, June 12 — Secretary
of State James A. Baker 3d warned
China today that there wouid be “pro-
found consequences for Chinese-
American relations if Beijing sold
newly developed ballistic missiles to
Syria and Pakistan,

China’s arms exports have become a
matter of controversy as Congress con-
siders President Bush’s proposal to
renew Beijing’s preferential trade
status. Mr. Baker said the United
States had no ““evidence or any indica-
tion’* that China had actually shipped
surface-to-surface missiles to Syria,
despite a recent press report suggest-
ing that a deal was near completion.

He said the Bush Administration had
also cautioned Beijing against sending
sophisticated new missiles to Pakistan,
asserting that this “would constitute
grave threats to the region and could

|
have bilateral consequences.” Mr.
Baker did not elaborate further.

A group of Republican and Demo-
cratic senators is seeking concessions
from the Administration in exchange
for legislative support for President
Bush’s decision to renew trade privi-
leges for China for another year,

Bitter Rift With Lawmakers

The White House and Congress are
bitterly divided over how to handle
relations with China, Many Republican
and Democratic lawmakers are con-
cerned that Mr. Bush has reacted too
mildly to Beijing’s crackdown on the
democracy movement two years ago.

Mr. Bush prevailed last year in ex-
tending trade privileges to China, but
he faces stronger opposition this year
in both the House and the Senate. The
renewal of China’s trade status has be-
come one of the most contentious for-
eign policy and trade issues facing Con-
gress this summer.

Corrections

An article by The Associated Press
in some copies on Monday about
Lieut. Jeffrey N. Zaun, a Navy pilot
who was a prisoner of war in Iraq,
characterized his remarks in a
Nevada newspaper interview incor-
rectly. Although he said he would not
warnt to kill again, he did not say he
had second thoughts about war.

On Tuesday, because of an editing
error, a more extensive article about
Lieutenant Zaun represented his
views incompletely. .1t should have
noted that Lieutenant Zaun said he
could not rule out having to kill again
in combat.

L J

A picture caption yesterday about
Republicans who met ou the Bush Ad-
ministration’s legislative agenda

misidentified a House member. He
was  Representative Jerry Lewis.
(Jeffrey R. Lewis, a Senate staff
member, was not present.)

Because of an editing error, an arti-
cle in Business Day on May 27 about
Colembia’s coffee exports misstated
the type of coffee grown in Kenya. It
is arabica, not robusta.

[ ]

The Entertainment Events listing
on Monday and a music listing in the
Arts and Leisure Guide on Sunday
misstated the date of a performance
by the rock group Chicago at Radio
City Music Hall. It is July 10; the
group did not appear on Monday
night.

[ ]

The Chess column on April 23 char-
acterized the Mechanics Institute of
San Francisco incorrectly. A letter
dated April 24, delayed in reaching
the columnist, points out that the in-
stitute, which sponsored the Pan-
Pacific Grandmaster Tournament, is
a nonprofit organization open to all

nplicants for a $10 application fee

1845 a year in dues.

At a meeting this morning with Mr.
Baker and Brent Scowcroft, the na-
tional security adviser, Senator Bob
Dole, Republican of Kansas, presented
a proposed letter to Mr. Bush that was
drafted by Senator Max S. Baucus and
co-signed by three other Democratic

1senators.

The letter calls for five concessions

1from the Administration, a participant

in the negotiations between the White
House and Congress said. The biggest
concession would be for the United
States to end its opposition to Taiwan's
immediate entry into the General
Agreement on Tariffs and Trade.

Proposal to Block Loans

Such a move would infuriate China,
Deputy Secretary of State Lawrence §.
Eagleburger toid a House panel today.

The letter also suggests that the Ad-
ministration take legal steps to fight
China's import barriers, insure that
Chinese products made with prison
labor are kept out of the United States
market, block loans to China by multi-
lateral agencies until the country's
human rights record improves, and en-
ter negotiations to curb the spread of
ballistic missiles in the third world.

“My understanding is they are will-
ing to make virtually all the conces-
sions I've asked for in my letter,”” Sena-
tor Baucus, the chairman of the Sen-
ate’s International Trade Subcommit-
tee, said in aninterview today,

Several Administration officials,
speaking on the condition of anonymi-
ty, said that no final deal had been
struck. They said White House officials
were divided on whether to risk
China's anger by supporting Taiwan's
application to GATT.

Senator Baucus said he had not de-
cided whether he would support the re-
newal of China’s so-called ‘“‘most-fa-
vored-nation'' status if the Administra-
tion refused to grant the concessions.

A Congressional resolution canceling
the renewal of China's trade privileges
is considered likely. To sustain a Presi-
dential veto of such a resolution, Mr.
Bush would need the votes of nearly a

Jose R. _.822.__.," New York Times
Deputy Secretary of State Law-
rence S. Eagleburger told a
House panel yesterday that trade
concessions to Taiwan would in-
furiate China.
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dozen Democratic senators led by,
Senator Baucus who strongly support
free trade but are troubled by China’s
human rights record.

The participant in congressional ne-
gotiations with the Administration said
that Senator Dole was asking other Re-
publican senators to co-sign Senator
Baucus’s ietter, which is to be released
on Thursday. The participant, who in-
sisted on anonymity, said the proposed
concession on Taiwan's application to
GATT would be cited in seeking the
backing of conservative Republicans
for renewal of China's trade status.

Senator Baucus said that 8 to 12
Democratic senators and 25 to 30 Re-
publican senators were likely to sup-
port the renewal of China’s preferen-
tial trade status if the Administration
granted the concessions.

Bush Library Photocopy
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THE CASE FOR RENEWING CHINA’S TRADE STATUS

(Updating Asian Studies Center Backgrounder No.104, “Washington’s Agomzmg Decision: To
Extend or Revoke China’s Most-Favored-Nation Status,” May 8, 1990.)

The Washington-Beijing relationship is beset by problems. The People’s Republic of China’s
1990 trade surplus with the United States was $10.4 billion, up $4.2 billion from 1989, and could
leap to $15 billion by the end of this year. This would make the U.S. deficit with China greater than
with any country except Japan. The trouble with the mushrooming trade deficit with China is that
there is a growing feeling that it is caused in part by Beijing’s refusal to open China’s markets fully
to American goods. To make matters worse, the Chinese refuse to protect U.S. patents and
copyrights, and apparently use prison labor to lower the price of their exports. Then there is sig-
nificant evidence that the Chinese are peddling missiles and nuclear technology to Algeria, Pakis-
tan and other Third World customers in defiance of multilateral efforts to ban such sales. And Beij-
ing has yet to make a full accounting of what has happened to the pro-democracy demonstrators ar-
rested after the 1989 Tiananmen Square massacre. :

It is in this environment that George Bush will be challenged to decide by June 3 whether to
renew China’s most-favored-nation (MFN) trading status. Such status, granted to China in 1980 and
approved annually since then, gives Chinese goods exported to the U.S. the same tariff treatment as
that received by the some 180 other nations to which Washington accords MFN status, including
Iraq and Syria and a host of other unpleasant regimes.

Equal Treatment. Although the expression “most-favored-nation” suggests that a country is ac-
corded special trading privileges, the term actually means something quite different. Specifically, a
country that receives MFN status merely is entitled to those trade benefits and concessions granted
to any other MFN country. MFN thus confers no special trading status; it simply treats all MFN
recipients equally.

Generally, MFN is a permanent status. The only exceptions are communist countries which,
under the Trade Act of 1974, either annually or semi-annually must seek renewal. Specifically, Title
4 of the Act, known as the Jackson-Vanik Amendment, named after the late Senator Henry M.
Jackson of Washington and former Representative Charles A. Vanik of Ohio, both Democrats,
states that MFN status can be given to “non-market economies” if their countries permit substan-
tially free emigration of their citizens. The law works like this: If the President wants to extend
MFN status he must either certify to Congress that the country under consideration is not in viola- .
tion of the Amendment’s human rights criteria or waive the criteria for the country involved on an
annual basis because such a move would “substantially promote the objectives” of Jackson-Vanik.
Once George Bush certifies that China over the past year has allowed free emigration, Congress ef-
fectively has ninety days to approve or disapprove China’s MFN status. Their vote is then subject to
presidential veto.

Nale:Nothingwriuenhereislobeoonmueduneoenarilymﬂeeﬁngth:ﬁewnufﬂcﬂeﬁhge?oundlﬁmorum
attempt to aid or hinder the passage of any bill before Congress.



America’s problems with China thus fall into two categories — the economic and the political.
Washington should deal with them accordingly: economic problems should be addressed with
economic mechanisms; political problems with political ones.

Trade Retaliation. If Beijing refuses to assure copyright, patent and trademark protection to
American business, for instance, then China should be identified under the 1988 Omnibus Trade
and Competitiveness Act as a so-called “priority” country that has established “systematic” barriers
to U.S. exports. This law sets procedures for dealing with unfair “priority” foreign trade practices
through trade retaliation. The Bush Administration, in fact, on April 26 cited China as a “priority”
nation for pirating U.S. copyrights and patents.

Conversely, the current political problems in the Sino-American relationship should be ad-
dressed through political mechanisms. China’s continuing human rights abuses in Tibet, its likely
use of some prison labor to manufacture goods for export and its sales of advanced weapons to
dangerous nations should elicit vigorous condemnation from the highest levels of the U.S. govern-
ment. Under Secretary Robert Kimmitt, the State Department’s third-ranking official, traveled to
China this week to convey U.S. dismay over Beijing’s trade practices and human rights violations.
Even tougher American political and diplomatic actions against China may be warranted by
Beijing’s transgressions.

What is not warranted is mixing the economic and political issues. China no more should be
punished economically for its unacceptable political actions than Japan should be exempted for
political reasons from economic punishment for its unacceptable economic actions against
American products.

If Beijing violates the Jackson-Vanik amendment’s “freedom-of-emigration” provision, then
China’s MFN status should be revoked. Otherwise, the issue should be subject to the same con-
siderations by which Washington has deemed it proper to extend MFN to 180 other nations.

Other factors also argue against ending China’s MFN status. To do so would:

¢ Dramatically raise duties on Chinese exports to America and thus hike the prices that work-
ing class and other Americans pay for these goods. Products from China now account for one-
third of the American toy market, 10 percent of the American footwear market and 15 per-
cent of the imported American apparel market.

4 Cost the export industries of South China up to two million jobs. It is this area in which the
free market and pro-democratic forces are strongest. Ending MFN thus would penalize those
Chine ;e whom American policy ostensibly seeks to help.

4 Reduce China’s access to hard currency, further squeezing Beijing’s ability to service its $45.8
billior international debt.

4 Close Chinese markets to American exporters. Last year, U.S. exports to China totaled $4.8
billion. Among the biggest American losers would be wheat growers, whose 1990 sales ap-
proached $1 billion; commercial aircraft manufacturers, for whom China has become a de-
pendable $500 million a year market; and phosphate fertilizer manufacturers, who consistent-
ly sell one-sixth of their entire annual output to China.

4 Create enormous new problems for Hong Kong at a time when the colony can least afford
anything that undermines confidence in its future. Some 70 percent of American imports
from China are shipped through Hong Kong. As Hong Kong’s largest foreign market and one
of its principal investors, U.S. interests lie in a politically assured and economically healthy
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Hong Kong. Uncertain about their future, 60,000 Hong Kong citizens leave the territory each
year. Denying China MFN status may well speed the exodus.

4 Increase Beijing’s dependence on arms sales for cash. Cutting off American markets to
Chinese goods could force Beijing to rely even more on the international weapons market for
hard currency.

4 Threaten to abandon the China market to the Japanese, the Europeans and others who auto-
matically give China MFN status.

Almost two years after the violence in Beijing, Washington policy makers confront a recalcitrant,
unapologetic and defiant China. A long and potent list of U.S. grievances daily increases. In such
light, it is emotionally easy to make a case for punishing Beijing. If so, then appropriate punishment
should be sought, and inflicted. Yet ending China’s MFN status is not appropriate. If it is, then
Washingtord must review the domestic political behavior ef scores of other countries and prepare to
revoke their U.S. MFN status. To end MFN for mainland China, moreover, barely will pinch
Beijing’s aging leaders who are the authors of the repression. Instead, it will hurt reformers in
China, consumers in America and deal a heavy blow to Hong Kong,

Washington should recognize this. It should separate the economic and political issues at stake.
And then it should conclude that there are no grounds for revoking U.S. MFN trade status for
China.

Andrew B. Brick
Policy Analyst



but

¥/

tes assume re-
f failed institu-
1y not be real-
s which affect
ant and include
53 in the econo-

overbuilt real

A

Due to theser |

- estimates for
today couid be
‘ed and expec-
iales could dra-
2's needs some-

. that his office
mplete its audit

1990, financial
108€ statements
sfore mid-May
er pointed out,
'TC to produce
yre timely man-
-0 the problems
lity and with es-
ry values.

5 also caused by
ol and organiza-
Jowsher went on
initiated a series
ope will produce
; next year.”
s incorrectly in-
’5 statement that
to provide Con-
iit opinion by the
rting date, What
as follows: “|Wje
- to the Congress
w1 in the financial
in and subject to
the amount of
1ably estimated.”
anable to produce
on June 30 not
sloppy accounting
ause of the uncer-
siously, The RTC
vsher that these
elieve RTC of the
nuing to produce
¢ expected asset
: Congress to use

neral’s testimony
mmendations for
on of the RTC.
wsher identified
it the organiza-
agement systems
ivate sector con-
:es, Mr. Bowsher
n the process of
mprovements.
| the suggestions
sher’s testimony
useful and hope
lons of his com-
er public recogni-
‘ess,

an of both the
. and the
rance Corp.

Lawrence S. Eagleburger

How to Get China to Change

Mr. Eagloburger is deputy secre-
tary of state. These are excerpis
from teetimony Be gave yesiarday
before the Senste Fimance Commit-
tow

There should be no misunder-
standing about U.S. policy toward
China, The promotion of fundamental
human rights is and will persist as a
cornerstone of that policy. Top ad-
ministration: officiais have stated this
forcefully and repeatedly to senior
representatives of the Chinese gov-
emment, The president was the first
major world leader to condemn the
crackdown at Tiananmen and
promptly indicated that, in such cir-
cumstances, there couid be no “busi-
ness as usual” with the Chinese.

The United States today remains
alone among Western democracies in
maintaining its Tiananmen sanctions
against China and in refusing to re-
store normal relations until China
makes substantial progress in ad-
dressing our human rights concerns,

We do not accept, therefore, the
premise that what is at stake in the
debate over most favored nation trad-
ing status for China is the administra-
tion’s concern for human rights in
that country or its desire to promote
democratic reform. All Americans—
in the administration, Congress and
the public at large—are in agree-
ment on these matters, as we are on
the need to seek a stronger commit-
ment from the Chinese on nonprolif-
eration and on fair trade. The real
issue, of course, is how we achieve
these objectives. We firmly believe
that renewing China's MFN waiv-
er—without conditions—provides
our best instrument for promoting
positive change and U.S. interests in

a.

[ would urge that the Congress
resist the temptation to seek a mid-
dle-ground  solution by extending
MFN with conditions. . . . Throwing
down the gauntiet WIth a public ulti-
matum on MFN—indeed, one specif-
ic to China—would only make it
easier, not harder, for conservative
Chinese leaders to claim that national
honor and sovereignty precluded any
concessions, Our credibility would
then require us six months or one
year from now to terminate MEN if
China faled to meet each and every
condition imposed. Let us confront
taday the real ssue which the debate
on conditionality would only deiay for
a short period of time—namely,
whether to extend MFN on its own
merits and without conditions, or to
terminate it.

The administration supports the
extension of MFN because it believes
that an open China is key to our
eventual hopes for a more democratic
Ctuna. MFN has become over the
past 11 years an underiying structur-
al component of our relationship,
which has facilitated our ability to
engage the Chinese on a broad range
of issues, and has allowed us selec-

tively to apply sanctions targeted to
our specific differences. MFN itself is
simply not the vehicle we should use
to exert pressure on the Chinese with
regard to particular issues, To place
conditions on MFN would hold our
single most powerful instrument for
promoting reform hostage to the re-
actions of the hard-liners in Beifing.

China was in 1980 a truiy totali--

tarian state. Despite that, the Carter
administration and the U.S. Congress
approved MFN for China, not as a
reward for its human rights perfor-
mance but in order to demonstrate
the benefits of trade and commerce,
to expose the Chinese to Armericans
and American institutions and to en-
courage the process of economic re-
form that China's post-Mao leader-

ous harm on those within China .
who continue to struggle for reform
and for a China open to the outside
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ship seemed intent on pursuing. The
decision to grant MFN and to pursue
a policy of engagement at a time
when Chinese human rights practices
were worse than they are today has
helped to stimulate changes withunt
China that few would have thought
possible over a decade ago.

Indeed, trade has represented
much more than just 2 series of
financial transactions between our
two countries. [t has led to a phe-
nemenal improvement i iving stan-
dards for hundreds of mullions of
Chinese citizens. It has also been a
primary channel for contact between
Americans and Chinese, and for the
sharing of the ideas and values that
have contributed to progressive de-
velopments within China. We have
seen—and contributed to—the
emergence of a new generation of
Chinese entrepreneurs, managers,
techmcians and consumers, all with
expectations that uitimately cannot
be contained within China's authori-
tartan political institutions, Aware-
ness of Western ideas and concepts
has spread from small groups of the
intellectual elite to the bureaucracy,
the urban work force and even the
rural population. It is these very
forces of reform that generated the
pressures that exploded wn Tianan-
men Square two vears ago.

Deral of MFN would inflict sen-

substantial problems that we have .

with certain Chinese policies and
practices. Both you and we are frus-
trated by the reluctance of China's
leaders to take alf the steps neces-
sary to heal the wounds inflicted by
the brutal crackdown at Tiananmen
two years ago.

Since the tragic events of June
1989, we have sought, by exercising
a mix of incentives and constraints, to
estabiish a process of interaction with
the Chinese in which each side could
address the other’s concerns, 5o as to
arrest the steep decline in our rela-
tions. The resuits of our policy, to be
qute ¢andid, have been less than we
would have liked. But there has been
tangible movement in a positive di-
rection, The fact of the matter is that
we have the necessary policy instry-
ments to address aggressively and in
a targeted fashion each of the issues
of concern to us—and we are doing
ust that,

That does not mean that we can
guarantee a fixed amount of progress
on hurnan nghts or other issues with-
in a fixed time frame. But we are

confident that, over time, the forces

of an open economy and a free mar-
ket will prove to be irresistible. Qur
goal 1s to remain engaged over the
long term with China in order to
foster its return to the path of free-
dom.
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MFN MEETINGS

Participants -- June 4, 1991

Senator Bob Dole

Senator Alan Simpson
Senator Max Baucus
Senator Lloyd Bentsen
Senator Hank Brown
Senator Dan Coats
Senator Charles Grassley
Senator John Kerry
Senator Joseph Lieberman
Senator Richard Lugar
Senator John McCain
Senator Frank Murkowski
Senator John Seymour

Friday (includes Leadership)

Lott ¢~ Nickles .- )
Smith L~ Wi:].—.'bep MUVKCWS K'L/
Mack Thurm@nd .~

Craig Gramm ¢

Kasten .— Simpson &+

Cochran +—

Symms

Wa//ap

Group 2

Bond Domenici

Burns Durenberger —
*Cohen Garn

Chafee - Hatch «

Danforth

Murkowsici Mletof

Group 3

Hatfield Pressler
Jeffords Roth e
Kassebaum . Rudman
McConnell ¢~ Specter
Warner Stevens

Not Included

Gorton
D’'Amato
Helms
Packwood
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- In my massage to the Congress arguing the case for MEN for
China, I told you I want to werk with yeu.

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

-- First, @ remain asg doaplylconoerned &® anyone with tha
continuing human rights abuses in China. I have told
China’g leaders in ne uncertaln terms, we al) saek progress
thare -- I firmly believe MFN is the S$trongest toul we have
Lo bring about long-term positive change in China. Ten
years of trade and openness set in motion the forces we saw
in those protests at Tiananmen,

=~ We should not put this tremendsus advantage at risk. We
ahould not give the hardliners in China an eppoartunity =-- by
placing conditions on MEN -~ to use conditionality as a
natlonalist pretext to turn away from the West.

== Our China poliey iz a packago approach. When therg ara
opportunities to cooparate with China -- in the UN, Xeraea,
Cambodis == we will do 80, . _

== Since I announced this yesar’s decision on MFN at Yale, and
because of that decision, the Chinese have responded
positively. Thay will join the talks in Paria on my Middla
East Arma Control initiacive, This will hulp'us néckla tha
igsua of missile proliferation.

- Nongthelass, whsre there ares problems in China I will not
kowtow, I will take action. I have aiready done eo on human

rights, trade, and migaile proliferation.
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==  You know we still have sanctions on CPIC, T0P, incternational

* -

lending that 19 not for Bagie Human ﬁanda, all military
sales snd high=level exchangas.

== 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 soonh begin mafkot access talks.,

“a The Chinase have responded with & mission that contracted
fox over a billion dollars in U.5. exports, and they say
more will follow, "

-= We have acted tO press China to conform to internaticnal
standards on missila transfers. There will be no new
satellite licenses cor high-speed computer transfers te China
until it meets those standards. There will be no transfers
of missile technology or equipment to Chinese companies
engaged in proliferation.

== I am net sitting on my hands. T am prepared to do mora whan
circumstances zaguire.

== We also need to step back from the nmptiona of the momant
and calculate our long-term national interests.

~= WKe are the only trading nation in the world that would
contemplate ramoving or condicioning MFN. If we pull back,
wa lsolate surselves; not China. We hurt cur bugsinessas and
help cur competitors,

~=  We may not like i, but China la & necessary part of the
soluticon t¢ some important problems. It has a veto in the

DN Security Councili.
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?ha systam that ruiao China today will not éﬂanga
dramatically overnight. DBut that system cannot insulate
itself from insvitable changa.

1 belleve the best course i& to use acenomie iavelvemsnt =-
and all thes human intarchangee that gc with it ~- ¢o
encourage long-tarm evolution Iin China. I think the
announcement on Middle East arms control helps prove the
point.

Now I woeuld likes to hear your views.

LULBIQULE v &
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THE WHITE HOUSE
WASHINGTON

MEETING WITH SELECT BIPARTISAN SENATORS

DATE: June 26, 1991
LOCATION: Cabinet Room
TIME: 10:15 a.m. (60 minutes)

FROM: Frederick D. McClure,qdpr__

To meet with key Senators to discuss the resolution to
grant China Most Favored Nation status.

II. BACKGROUND

This meeting is another in the series of consultations
with Members of Congress on the subject of extending
Most Favored Nation trade status to China. Today's
group consists largely of Senators from both parties
who have not made up their mind on Most Favored Nation
sanctions.

I. PURPOSE

The process is going forward in Congress with
resolutions of disapproval scheduled to be marked up in
both Houses this week. This meeting gives you the
opportunity to make the case for a simple Most Favored
Nation extension and to assure Senators that we are
working on a bipartisan basis to answer the concerns
Senators have about our China policy.

IIX. PARTICIPANTS
See Attachment A.
Iv. PRESS PLAN
White House Press Pool.

V. SEQUENCE OF EVENTS

Members will be met in the West Lobby and escorted to
the Cabinet Room for the meeting with you.

Attachment A: Participants List
Attachment B: Talking Points (to be provided by NSC)



Attachment A

Participants List

The President

James Baker, Secretary of State

Richard

Darman, Director, Office of Management and Budget

Carla Hills, United States Trade Representative

Congressional Participation

Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

Robert Dole (R-KS), Republican Leader
Max Baucus (D-MT)

Jeff Bingaman (D-NM)

Conrad Burns (R-MT)

William Cohen (R-ME)

Mark Hatfield (R-OR)

Howell Heflin (D-AL)

James Jeffords (R-VT)

Richard Shelby (D-AL)
Arlen Specter (R-PA)

Steve S s %F-IDg
Hevhet fovht {p-mdD
[Kent Cmwnd  (D-M)

White House Participation

John Sununu, Chief of Staff

Brent Scowcroft,

Assistant to the President for National Security

Affairs

Andy Card, Assistant to the President

Staff

and Deputy Chief of

Phil Brady, Assistant to the President and Staff Secretary

Dave Demarest, Assistant to the President for Communications
Marlin Fitzwater, Assistant to the President and Press Secretary
C. Boyden Gray, Counsel to the President

Ede Holiday,

Assistant to the President and Secretary of the

Cabineat

Fred McClure,
Roger Porter, Assistant to the

Assistant to the President for Legislative Affairs
President for Economic and

Domestic Policy

Dorrance Smith, Assistant to the President for Media Affairs

James W. Dyer, Deputy Assistant to the President for Legislative
Affairs (Senate)

Steve Hart, Deputy Assistant to the President and Director of
Legislative Affairs

Virginia Lampley, Special Assistant to the President and Senior

Director of Legislative Affairs,

Douglas

National Security Council

Paal, Director, Asian Affairs, National Security Council



Qthers

Bill Gribbin, Assistant to the Vice President for Legislative
Affairs

Janet Mullins, Assistant Secretary of State for Legislative
Affairs

Mary Tinsley, Assistant United States Trade Representative for
Legislative Affairs
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SN, BENTESENM: Tharni yau very muosh, Senat

Bentlemer, we'-e apprecietive of your le

very anusk,  f tough iesue.  Thank you,

we're very zleased to mave Senatar RBicen, whi s v
morning. And we leck foruwaesd to his statecent.

cEN., BIDEN: M-, Chairgsan, rather than tabing zeat
down there, I have z very bBrisf statenznt I'd Like w2 0A
veu for sccommacdatirg my testifying and fron tmie znd,

M, Chaivnan, obvicusly muchk emoticon on tThe SuEstis
rerewing MEN status for Chira is irvolwved here.  Bnd oo
mgrve-s of Tiamarnner Zguare —— and $hase [assiinz 27 g
ungdevstarcdazyie - but I'd like to urgs thic Co-mittee
resolutan orm MFN that fe above all vealist o, Gng oy ©
resolution setting forth reslistic congitions fo MEN o
year znd rext, And 1'd urge thie Cemmities to resist ¥
world prepose legisclative languege that anounts to &« F
denying MM status to China, and instezad, . Thalrnan,
reapectfully eupgest 4hat the Committesr and tre Doogres
two=—parys approath:

Eivet, zettimp out realistic steps on NMuran cights
internatinrel pemaviour, that the Chinessg -ust taks Tve
vear in order for MEM te be renewed im the sumseyr of 19
gernnd, specific svipulations that iF China proceeds o
dangerous new weapons systens that MEN wil: ke ftermimaly
immediately.

Theee stipulations must bHe clearly delTined atlilans
inimical %o trRe internationzl oroery; and sc dangerius 3
cone eq49nces that we are orepaved to terminste Chi-al:
immediately.

Are im tkat cstegery, I would place the ftransfor o
ballistic missiles, like the M-9 and M-11, to unztable
terrprist states. @anc 1 Rave in mind miss:le tramsfecs
Tran and Fakistan.

Im the case of Syria, I tmow that no vhe in t=iz L
sanguine about the prospects of M Azad, =z aam, 17 My
dangerous as Me. Hossein, posseszing M=% misciles wilh

= OBNT IR

g1
acocurasy that weoule snable then to threaten th

Terael arnd 4me bulk of the Middle East.
And in tihe cate of Fakistan, I hope n2 on
dangers of introducing & miseile like the M-1i

where zeveral wars have alregdy been Fcnght,

and Irndia apparently have ruclear weapsrns, and
irvationality and irstability still prevarl
and trhe case of lrvam, I Delleve, meec:s neo
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Tr concelusion, Me, Chairran, let me say that U
sutlired, I believe, is realistic, and it Is not &shim
Beijing to face 2 hard-headed calculation: Whienh 3
to Chinej the ters of billicrms of dcollars refec red
othore here today that they earn fraom Lrads with to
o Lthe millicns f #ellenz they earn from sales of
to damgersus gictators? Folitically. an soproach
demanzbtrate aur cgalisn and practicality.  MEM can
year 50 long &s the missile sales dor't —— do rct
Le wenewed next yesr 0 long as Dhina takes sinple
cteps orm the patt to human rights, trade, and cthen

fand I thank the chair For giving me the sppersurity te take
Lane few mMinutes o make nmy point.

r

SN, BENT3EM:  SBenator, yod have long DEEn IoToeTES with TUs
issue, and we value your judgment, and yeour counssl. ard that will
me moted Far the record. I azsk any quzstiwns of Serator Zaucus?
Thark you very much.

SEM, BIDEN: Thank you very nuchy Mr. Chaivmes.

EMD

Du you wizh to store theze twagmeoripte irm & LEGI-GLATE
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June 131, 1991

Honerable Brock Adams
United States Sanate
Washington, DC 20810

Dear Senatoz Adams:

The Unitad States has been an active sxportazr of farm products to the
People’'s Republic of China since relations were normalized in the 1970's,
Barring any disruption to current trade flows and buying patterns, we firmly
beliave that China will remain one of our top customers through the end of the
cantury. <Contlnuation of China's most-favored nation trading status is of
paramount importance to American agriculture, :

In FY1l990, the value of U.3. farm exports to China was over 5900 million.
Cessation of U.S. trade relations with China, which ravocation of China's MENW
would amount to, will havae an enormous negative impact on U.5. farmers.

The 1990 Parm BLill, ilke its predecassor, Btrongly advocates a market-
oriantad U.S. agricultural policy. Our farmers are vitally dependent on frea
trade and reliable access to markets. At this time, China represants ona of cur
best markets. It is one wa cannot afford to lose.

We, the undersigned organizations, beliave that solid commercial trading
relations between the U.S. and China can foster both eccncmic and political
development. We uzrge your support for the renawal of MFN trade treatment for the
Paople’'s Republic of China. |

Sincerely,

Amarican Farm Bureau Faderation
American Seed Trade Assoclation
Am@rican Soybean Assoclation

Rxport Processing Industry Coslition
Millers' National rFederation

National Association of Wheat Growers
National Barley Growers Association
National Corn Growers Assoclatlion
Natlonal Counclil of Farmer Cooparatives
National Grain and Feed Association
National Grain Sorghum Producers Association
National Grain Trade Council

Natlonal Oilseeda Processors Association
Naticnal Turkey Fedaeration

North American Export Grain Assoclation
The Corn Coalltion

The Fertilizer Institute

United Egg Producers



HANY BROWN N ' COMMITTESR:
BUDGET

Anited States Denate

JUDICIARY
WASHINGTON, DC 20510-0604

June 19, 1991

The Honorable George H. W. Bush
+ President of the United States

The White House

Washington, D.C. 20500

Dear Mr. President:

A recently released Asia Watch report details the use of
forced labor by the Pecple’s Republic of China to produce
goods exported to the United States, Germany and Japan. A
separate Business Week investigation conducted over six
months and described in the April 22nd edition details many
of the same findings: the Chinese government systematically
uses forced labor to make inexpensive goods for export.
Business Week related that:

"While American prisoners make license
plates and other goods for sale by state
governments, China is crossing the line by
using its prisoners for commercial gain
overseas. Moreover, many forced laborers
are political detainees. Most are not
tried or convicted."

It is chilling to think that Americans are unknowingly
purchasing goods manufactured by students imprisoned for -
their brave stand for democracy in Tiananmen Square.
Americans have not forgotten these freedcm-loving men and
women in the two short years since the tanks rolled into
Beijing.

Section 307 of the Smoot-Hawley Tariff Act of 1930 has
prohibited the importation of prison-made goods for 60 -
years, yet only in one instance has its application been
successful. Although in the past a clear link to the
Chinese government’s intent to use forced labor was not
easily apparent, the documents included in the attached Asia
Watch report, if correct, clarify the current situation:

the Chinese government is carrying-out a systematic effort
to use forced labor to produce a wide range of exports.

With the evidence mounting, we ask that the Administration
investigate these reports, especially concerning the use of
political detainees "not tried or convicted" to produce
goods for export.

PRINTED ON RECYCLED PAPER
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June 19, 1991
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Should the reports be accurate, the Chinese government must
be made to understand by swift, unambiguous actions that the
American pecple will not sit silently while the human rights
of freedom-loving men and women are violated. Only an
immediate end to the importation of any goods made by forced
labor in China will suffice.

* Sincerely, S/
e
MM rd e 7 , LI
Don Nickles Hank Brown

vty A

Malcolm Wallop

0.5 B2

Charles S. Robb

Tom Hark

Da oats Albert Gore, Jr.
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- VANDA 8. MCMURTRY, STAFF DIRECTON AND CHIEF COUNSEL

\l EDMUND J. MIHALSK), MINORITY CHIEF OF STAFE

June 19, 1991

Dear Mr. President:

-

Congress will decide in the next few weeks whether to accept your
Y 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. poiicy towards China, one
thing is clear: CcChina’s behavior 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
barriers lists ten pages of Chinese barriers. China maintains
restrictions including a preclusive licensing systen, 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 veid. 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 tc China in response to its
missile and nuclear sales. These steps are examples of the types of
actions the U.S. should take.



Page 2
June 19, 1991

We urge you to take appropriate actions in other areas. Human
rights is a foremost concern. Revoking MFN would be
counterproductive. But other steps can be taken. For example, the
U.S. could reinvigorate its opposition to multilateral loans for
China. The U.S. also could take strong action under U.S. law to
address China’s unfair trade barriers and imports produced by prison
labor. In the area of nuclear and missile proliferation, the U.S.
could immediately negotiate for strict, multilateral technology
restrictions conditioned upon Chinese adherence to accepted
international standards. As for Taiwan, the U.S. could  immediately
give strong support to Taiwan’s GATT application.

These measures do not represent an exhaustive list. But it is
essential that the Administration take concrete steps. If Congress is
to extend China’s MFN, we must see tangible evidence that the
Administration is taking action. We look forward to hearing your
response to our concerns.

Sincerely,
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WASHINGTON, DC 20510-0801

June 21, 1991

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

Dear Mr. President:

as cosponsors of S. Res. 116, we are writing to
urge you to support the application of Taiwan to become a
Contracting Party to the General Agreement on Tariffs and
Trade (GATT).

We are troubled by the fact that the GATT has
taken no action on Taiwan’s accession request since it was
initiated in January 1990, despite the overwhelming merits
of Taiwan’s GATT application and standard GATT Council
practice of promptly placing accession requests on its
agenda. Although the application may be politically
sensitive, it should be based on economic and trade
considerations, not political ones. In that regard, it is
noteworthy that national sovereignty is not a prerequisite
to joining the GATT, which Taiwan has recognized by
applying as a separate customs territory. Allowing a non-
GATT member, namely the People’s Republic of China, to
determine the terms and timing of another territory’s
entry into the GATT is unacceptable.

majiwan has made remarkable economic strides, and
is now our sixth largest trading partner and the 13th
largest trading entity worldwide. Taiwan is also the
largest market-based economy still outside of the GATY.
Clearly, such a key U.S. trading partner and major
participant in the world economy should not remain
isolated from the world trade community by being kept
outside of the world’s premier trade regime. The
anticipated successful conclusion to the Uruguay Round
makes the case for Taiwan’s GATT membership all the more
compelling for it would further liberalize Taiwan'’s
economy in areas of critical importance to the United
States.
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We believe that without the leadership of the
United States, Taiwan’s GATT application will remain
dormant. We strongly urge you to move in this direction
by demonstrating support for the accession of Taiwan to
the GATT.

Sincerely,
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Hon. president Bu;h
c/ 0 Hon. sichan SV
The white House
washington, p.Cc. 20500
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Mr. President, your grand decision to extend the MFN treament
for another year is the msot correct decision. It is good for
America, good for Hong Kong, good for China and Good for Taiwan.
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Hon. President Bush
C/0 Hon. Sichan Siv
The White House
Washington, D.C. 20500

Dear President Bush:

We, the undersigned Chinese students and scholars currcntly
studying in the U.S., learned that U.S. Congress recently
raised the issue of the continuation of the Sino-U.S. mutual
MFN treatment. We are greatly concerned and feel a sense of
urgency regarding the gignificance of this friendly
relationship between the P.R.C. and the U.S.. A stable and
prosperous China, which is carrying out the open-door
policy, will play an important role in the establishment of
a New Order of a pecaceful, progressive and developmental
world.

The consolidation and devclopment of the Sino-U.S. relations
are beneficial to the peace and stability of these two
countries and the world as well. To dcny China the moast-
favoured-nation status by terminating or withdrawing the
provisions which regard the nondiscriminatory principle in
the Sino-U.S. Trade Agrecment will have a severely adverse
effect on the bilateral cconomic and trade ties, and might
cause & serious regression in Sino-U.S. relations. We belive

that the sagacious leaders and individual citizens of both
countries will cherish the hard-eared friendly relattonship
and that all concerned will regret any undesirable retreats.

Mr. President, your grand decision to extend the MFN
treatment for another year is the most correcct decision. It
is good for America, good for China as well as Hong Kong
region and Taiwan Province.

We strongly support your decision and want all members in
the Congress know it.

Sincerely yours,
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