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The United States-China Business Council

"1818 N Streat, NW, Suite 200  Washington, DC 20036-24/0
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Facsimile Transmission

March 7, 2000

Yo: Sandy Berger l'f S’-L - 7 ‘f‘i 0 |
From: Bob Kapp

Re: Verbizpe : |
Pages: ,2/ ' ‘ ' | o

o Comments: UCCENT: RELATES 12 3/ Sats SPeEH

Sandy, please excuse my haste and informality.

First, a word of sincera thanke and admiration for the poweriul efforts that the president and his entire
feam are devoting to the struggle for PNTR. ltis a pleasure to be warking with the White House on
this. 4 ‘

| want o tell you how mugh we in the broad business community fighting for PNTR hape that, in his
remarks at SAIS tbmorrow, Presidernt Clinton will go out of his way to clarify something which remains
dangerously obscure t many in the Congress, many in the media, arnd many in the ganeral public.

l.e., the PNTR vate is NOT a vom an whether China emters or does not anter the WTO. Il‘iB; a vote on
realizing for Americans the benafits that bacome available  Amefica WHEN China enters the WTO.

The media, and more Importantly these who are so vigorously fighting for the defeat of PNTR,
consistently misstale this. The media, by and large, dont knaw any befter. The opponems make it
seem as though a “no” on PNTR will deprive the Chinese of the benefits of WTO membership and
prevent the degradation of the WTO itseff. In other words, they pant to what's “wrong” in China, and
then urge “NO ON PNTR" as a way of redressing those wrongs by denying berefits to China.

You kncw betler and so do I But it's 2 tough message t get acrass. It would be very, very helphul i
the president could remind the nation, as Ambassador Barshefsky and the business community have
reminded Congress: The Congress's vole is on bringing home the fruts of our victaries at the
negotlating table to America's farmers, workers, investors, companies, and consumers. It is not about
letting China in to the WTO, a matter that is decided by the members of the WTO isalf.

| attach a few itemns in this vein that we try to use. Best wishes, and thanks.
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PNTR Trade Status for China: Ten Key Considerations
Part One: Five Reasons to Say "Yes"” to PNTR

1. PNTR BRINGS HOME THE BACON TO WORKING AMERICANS IN FARMING,
INDUSTRY. AND SERVICES, IT WILL PROMOTE US. EMPLOYMENT AND AID

AMERICAN CONSUMERS AT ALL INCOME LEVELS.

After thirteen years, the U.S. has secured China's agreement to a massive list of trade and
investment concessions that few dreamed possible only months ago. As China enters WTO, it will
reduce tariff and non-tanff barriers 10 American products, services, and commercial activities as
never before, thanks to U.S. tenacity at the bargaining table. This spells econormic pgportunity for
American farmers_workers, exporters, sgrvices firms and consumers.

2. THE NAME FITS: NTR_MEANS NORMAL_ TRADE RELATIONS, NOT
PREFERENTIAL TREATMENT. Today, the U.S. extends standard NTR to every nation in the
globe but six: Afghanistan, Cuba, Laos, North Korea, Serbia-Montenegro and Vietnam. Even
embargoed counfries like Iraq and Libya technically receive NTR trade status from the United

States. More than 100 nations receive preferential U.S. tariff reatment morg favorable than NTR.

3. THE WAY TQ REDUCE T DEFICITS 1S TO OPEN FOREIGN MARKETS.
PNTR OPENS CHINESE MARKETS. -

Those who focus most heavily on the U.S. trade deficit. with China should be among PNTR's
strongest supporters. Our WTO market-access agreement with China opens markets that China has
persistently denied to us in the past. This s spectacularly true, both in agriculture and in the service
sector — distribution, telecoms, financial services, auto finance, to name a few examples -- which
are cntical to America's success In global markets. But Chira's critical marker ogenings wonl
apply 1o the U.S. withouwt PNTR.

4. U.S. BUSINESS CONTRIBUTES TO Eﬂ OSITIVE CHANGE IN CHINA.

American firms bring 1o China ideas, work styles, management methods, acherence to market
economics, commitment o the free flow of information, dedication to environmental responsibility
and worker safery, and other American attributes that remain embryonic in China. Amernican
business's influence in China’s transformation is modest, but real. That influence will grow as the
American business sector expands its operations in China under PNTR. Bur it will falter if PNTR

fails and American oggoﬂunmec are_ceded o our global cnmpemors whose norms often differ
markedly from our own. , . : v
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Ten Reasons to Approve PNTR

2-

. WTIO RULES ARE THE WORLD'S BULWARK AGAINST THE LAW OF THE
JUNGLE IN INTERNATIONAL TRADE. _U.S. ECONOMIC SECU l_i[TY B_EQUIRE
THAT A GRQWING CHINA BE HELD TO WTO OBLIGATIONS. :

WTO codes are the world's common defense. against any member's destructive go-it-alone
behavior. The US is the leading architect of those codes, in its own interest. Only by providing
Full WTO Member Treatment for China (PNTR) will the U.S. be able to call on the full weight of
the international trading system in pursuit of legitimate grievances against Chinese abuse of the
WTO rules of the road. Americans will not emov the _protection of WTO enforcement unless we

treat Ching as a WTO member by estgblishing PNT,

Part Two: Five Reasans Not to Say "No" to PNTR

6. TURNING DOWN PNTR AMOUNIS T0 UNILATERAL ECONOMIC

DISARMAMENT,

Saying "No" to PNTR means handing our opportunities to our global competiters, while we spurn

' the gains we've achieved at the negotiating table. - In WTO, one NTR fits all: members can't

discriminate against individual countries. We grant PNTR to every other WTO member; anything
short of that 1s WTO-incompatible. If the US rejects for China the PNTR it offers all others in

- WTQ. China wouid deny to the US. the critical reforms of its trade and investment conduct (many

secured by U.S. negotiaters) that it will automaticallv provide 1o all 133 other WTO members.

7. CONGRESS'S PE IR DECISION IS NOT ABOUT WHETHER CHINA WILL JOIN

THE WTQ.
Congress's decision is simply whether Americans will enjoy the same improvements in China's
economic and trade environment that China will provide to all 133 other WTO members. When

China completes its bilateral negotiations with remaining negotiating partners, as it did last

November 15 with the US (its toughest negotiating adversary), the WTO's members will welcome
China 10 the WTO. Congress must decjide whether or not the U.S. will trear ghe PRC as a full WTO
member when not if, the PRC joins the WTO.

8. PNTRISNOTA ;'GIET TO CHINA" OR A "FAVOR."

China,” not the U.S., has made all the commitments to lower tanffs, market-opening, and
administrative rcform as it prepares for WTO accession; China, as the nation seeking 1o enter the
WTO, has signed off on the tough list of commitments the U.S. has demanded as conditions of

American support for China's WTO candidacy. The idea that the U.S. has somehow "given in” to
'China is 180 degrees off the mark.
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" Ten Reasons to Approvc PNTR
- 3_

9. "NO ON PNTR'" MEANS "MESSAGE TO CHINA: WE PREF ER YOU THE WAY
YOU ARE: DON'T CHANQLI ON ACCOUNT OF US."

On this question, Americans interested in positive change within China should be in the
- locomotive, not the caboose! - China under WTO disciplines must reform1 many domestic
commercial, legal, and administrative practices offensive to many Americans. Many in organized
labor and in Congress, for example, have complained about Chinese requirements that U.S. fimms
- rransfer technology as the pnce for wvestment opportunity in China. That, and many other
unacceptable practices, are set to be eliminated upon Chinese WTO accession -- for all other WTO
members, and for us -- if we establish PNTR. U.S. rejection of ENTR, afier China's leadership has

made the wrenching commitments to reform its domestic policies ar U S. demand, would only lend
sirength to the very forces within China that the Canzre ss finds masi gb;ccuangQL

10. "BUSINESS AS USUAL" ANNUAL NTR WON'T. DO THE .JOB, EVEN IF WE
WANTED TO RELY ON _OQUR COMPETITORS TO GAIN OUR TRADE

OPPORTUNITIES FOR US.

It will not do to say, “Let the Europeans and the Japanese get the concessions by granting China
PNTR; we'll get them on the cheap.” The WTO requires all its members to treat each other withour
diserimination, and to provide NTR without condition, If the U.S. establishes NTR for China in a
manner different from the way it weats the other 133 members, that's discrimination. If the U.S.
perpetuates China NTR on a basis that renders it liable to revocation each year -- even if the current
legal language regarding freedom of emigration were removed -- that would be conditional, since it
would require that no issues would ever arise that would cause Congress to revoke it. Either way,
anvthing short of PNTR would nat be full WI'O member treatment. and China would not extend full .
WTO member treatment to the US, End of areument: we don't give it we don'f get it.

02/07/2000 1800



03/07/00 TUE 18:20 FAX

, APNSA:

e3/@7/a8 17:94 US-CHINA BUSINESS COUNCIL » 4583459

Rabert A, Kapp

doos

ND.E28 P@Bs

- LETTER from the President

. Cutting Through the Smoke on China PNTR

We are now far enough into the national de-
bate abaut Congress's vate an Permanent Nor-

‘mal Trade Relations (BENTR) far China to be able -

to sce the dimensions, the main arguments, of
the discussion. Whether by intent or out of igno-
rance. a number of confusions remain—in the
media, in the Congress, and perhaps in the pub-
lic mind—abaeut what PNTR is, what Congresss
declsion is, and what the implications of the out-
come In the Congress will be. Let me try to ad-
dress the main confusions. g

The claim that we can deny PNTR to China aud still enjoy -

all the economic and commercial advar‘:tages"that the

other 133 WTO members will enjoy when China joins,

R thzjnks to our 1979 trade agreement with China that calls

tor reciprocal MFN, is both false and cowardly.

1. Congress's vote on PNTR is rot a vote on
whether China becomes a member of the
World Trade Organization or not. The 133
meimber countries and territories of the WTO
decide that. Having concluded the impressive
US-China agreement of last November, the
United States will support China’s access when
China Rnishes its remaining bilaterst WTO deals
and the WTO accession process kicks in. Sinze

the vote is not on whether we “permit” China o

anter the WTO or not, the vote is npt o “gift to
China”

2. Establishing a diffcrent NIR for China than
we pravide to all other WTO members is dis-
criminatary. WTO members may not discrimi-
nate in their rreatment of one another. The
Unitted States measures that core WTQ fequire-
sment, becanse it prevents other counrrices from
discriminating against our goods, services, and

'investments. But if we discriminate against an-

ather WTO member, that member is sniitled to
discriminate against us. All members of the
WTO extend permanent unconditional NTR 10
all ather members, and receive that treatment in

return. US trcatment of China in a different
mannec from the treatment of other WTO mem-

3, Failure to provide PNTR—full WIO mem-

" ber treatment—=to China as it enters the WTO

is unilateral American economic disermament.
in Favar of our global competitors. If the United
States discriminates against China by establish-
ing a different, non-permanent form of NTR for
this one country. the US forfelts its right ¢o avail
itself of the massive ecanamic and commercial
¢oncessions that China has agreed to—in our ne-
goliation with the PRC—as canditions of
China's cntry into the WTO. China’s commit-

 ments to open its markets, end discrimination

against foreign goods and businesses. open hith-
erto closed sectars to international participation,
and so on=—plucits abligation to submit ta WTD
disciplines and binding WTO dispute resolu- -
tion—will be available to cvery WTO member
except the United States if we walk away from
our one obligation-—to veeat China like 2 WTO
member when China enters the WTO.

4. The claim that we can deny PNIR to China
and still enjoy all the economic and commer-
cial advantages that the other 133 WTO mem-
bers will enjoy when China joins, thanks to our
1979 trade agreement with China that calls for
reciprocal MFN, iz both false and cownrdly. The
1979 US-China trade agreement, signed at the
moment diplomatic relations began and before
there was a significant US-China trade or invest-

_ment relationship, is a couple of pages long. Its

MEN provision deals only with reciprocal ex-
change of lowest standard tariffs, on goads. In
China’s upeaming WTO accession, lower tariffs
are only one of many factars: the great bulk of
the benefits China has agreed to provide to the
world as it enters WTO are non-tariff related,

- and none of these, including WTQ dispwse-reso-

lution processes, are available to the United
States through the 1979 three-pager. By this
point in this debate, it is simply inconceivable
that those who continue to peddle this “We get
ir all anyway” line don’t know bettcr; they are
disingenuaus in suggesting this to Congress,
and Cangress should know better, 100.

. That line is also demeaning to the Unifcd
States: “Let the Europeans and the Asians level
the playing field for all of us by estsblishing
PNTR with China themselves; we'll get the goods
!hruunh the hack danr” Wﬂ'\ﬂg on the merits.
and wrong on whut it implies about the United
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not hide in the pleats of somebody else’s skirts
on issues involving glabal cconomic stbility.

5. China’s WTO sccession does not spell autp-
matic loss of US jobs, as PNTR’s opponents say
it docs, any more than it automatcally spclls o
gigantic expansion of US employmeant. Evoca-
tions of the "Great Sucking Sound” debate over
NAFTA a few years agn will not wash. Leavc
aside the fact that China's WTO accession in-
volves no US economic concessions at ell, and

LS-CHINA BLISINESS COUNCIL » 4563459

6. The PNTR vote is simply not abour US ap-
praval or disapproval of elements of China’s in-
ternal behavior that some Americans find re-
pellent. Saying that it is doesn’t make it 0. This
notion that enacting a US policy to reap the ben-
¢fits of a splendid trade agrezment is somehow
the same as samping the seal of approval on ob-

lcave aside the fact that NAFTA has bolstered Bv this pnmt in this d&b&te itis SImply

employment in some US sectors. Even five min-
utes’ consideration will tell the youngest novice
that the situation with China is not as simple as

inconceivable that those who continue to peddle

the "Sucking Sound” forces conunue to suggest.
Consider: '

® Massive lowering of Chinese tariffs is likely to
diminish the pressure to invest in-countcy that
some fareign companies now face, simply to get
their products into the Chinete market. )f your
praduct is no longer hit with tariffs that price
you out of China’s market, you may decide to
ship into China from the United States, or from
another production facility alrcady operating
somewhere else.

® The percentage of total production costs ac-
caunted for by labor varies from product to
product. Most US investment abroad is rooted in
calculations other than labor cost. If companies
really cansider low labar costs to be the sole fac-
tor in their decisions, they will mave to many
countries before they go to China. In fact, for the
most part, US exports to the world do not con-
sist of labor-intensive products, but rather of
praducts of US technological strength, design
and marketing skill. and producdoen efficiency.
® Yes, China’s investment climate for foreign
firms is going to improve with WTO eptry. For
cxample, at US insistence, China has agreed
prohibit existing practices that requiré foreign
firms to transfer advanced production technol-
ogy or cxport a portion of their PRC-produced
goads simply in order ta be allowed to operaee in
China at all. But these very concessions that
China has now made were until recently the
cherished aims of the same US polirical forces
that now insist on denying them to our own
people. Would they rather, as will be the case if
PNTR is not approved, thac US firms continue to

be forced to iransfer technolegy and export their

products from China? Whar docs that do for US
employment?

@ As one astute Congressman noted in a PNTR
hearing in mid-February, cvery trade agreement.
like every technolagical innovation or product
invention or change in market conditlans, brings
gains and losses, This is the real truth, but per-
haps because it’s a balanced view it gets short
shrift in the assault on PNTR No attempt to as-
scss the implications of China’s presence in the

WTO should count the presumed ncgatives
without taking account of the presumed posi-

this “We get it all anyway” line don’t know better;
they are disingenuous in suggesting this to
Congress, and Congress should know better, too.

jectionable political or government practices in
China is just hopelessly wrongheaded. It is hard,
sometimes, to believe that those making this case
really fail to understand that PNTR is not a gift
to China—it’s a reward w the United States.

This argument seems to be particularly se-
ductive in Congress, whose members must mect

_the aroused concerns of voters on a thousand is-

sues and who are presumed to be able ta do
something about each of them. The fact is that
neither China’s WTO admission, in'which
Congress has no say, nor the establishment of
full WTO-member trade relations between the
US and China, in which Congress has the say, is
tikely to make a direct and short-term difference
to the long menu of “hot butron” US-China is-
sues. Again, thase who continue to argue that
PNTR is seme sort of US “approval” of injus-
tice—and that denial of PNTR would be a fruit-

~ ful way for the US to combat evil—ought to

know better and, in my experience, in most cases
usually da know better.

The mesaning 1;r China

On the other hand, let's look ahead a little, be-
yond this spring, beyond this November. The
long-term implications for posirive sacial and in-

" stitutional change in China embedded in China’s

WTO agreement with the US are incalculably
great, and have been ignored by both sides in the
American debate.— a debate which, as usuzl,
paints China in fantasies of block and white.
simply put, what China has agreed to at our
insistence is the greatest single step in the direc-
tion of a market economy-=with all the institu-
tional reforms that this will demand—in the his-
tory of the People’s Republic of China. Listen to
the words of Pieter Bottelier. wha, as the World
Bank’s Chief of Mission in China through much

of the 1990s. came face o face every day with ¢he
immensity of China's challenges in shedding the
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The bilateral US-China WTO accession agree-
mznt of Novernber 1999 is a historic breakthrough
in Ching's econamic modernizatian drive, It marks
the first time since the starr of markel reforms un-
dor Deng Xiaoping in 1978 (and probably the first
time In Chinese history) thar a comprehensive set
of domnestic reform targets becane the subjec of a
formal international agresment with, when W70

~membership kicks in, powerful multilararal legal

sanchion.

The Americans who are the most dissatisfied
with aspects of China's internal situation should
be the most vigarous of all of us in insisting on
full US involvement in the WTO-assisted evolu-
tian of Ching's economic and social systems,

The current debsts in perspective

A century ago, the United States Congress was
knee-deep in high-intensity debate over China.
The issue then was closing American borders to
immigrants from China, a policy-fiest enacted
Into law in the Geary Act of 1892 and impelled
both by demnands from labor organizations and
by widespread hostility in American life toward
the Chinese ang their alien ways.

The leader of the American Federation of La-
bor published 2 pamphilet on the subjeet in 1902;
“Seme Reasons for Chinese Exclusion, Meat vs.
Rice, American Manhoad Against Asiatic
Coolieism: Which Shall Survive?” The US Com-
missioner-General of lmmigration and former
head of the Knights of Labor, Terence Powderly,
sald in 1901, "No graver danger has ever menaced

@doo7
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the warkingmen of America than that which
faces themn when the possibility of lowering the
bars at our scaports and border-lines to the Chi-
nese is presented.” Senator Teller of Colorado
weighed in: “1f 1 knew the passage of a proper ex-
dlusion bill would destroy every dollar's warth of
trade berween us and China, I should vote for the
exclusion bi). ! know that the trade between here
and China is not worth the admission of Chinese
hordes into this country, and if 1 had to choose
between the two [ should take the exclusion.”

The PNTR Debate of the year 2000 is not
sbout “Oriental exclusion,” as the Americans of
10D years ago called it. But it is nonetheless eerily
similar in the degree of ematiconalism, the inten-
sity of the antagonism, and the complexity of the
multiple damestic agendas again surtounding a
China policy issue within avr country. Our am-
biguity toward China is unchanging, reflected
again in the booming assaults pow under way
against the humble decision facing the Congress:
ta continuc without threat of revocation a stan-
dard, hon-discriminatary tariff regime for Chi-
nese products entering the United Srates.

On the merits, PNTR brings equality of com-

. mercial and economic apportunity to the United

States; without it we forego those chances. Both
sides in this debate know that. This simple truch,
and the facts discussed above, will ultimarely
prevail over the carefully crafred misstatements
and diversions of PNTR's well-armed oppo-
nents. But it is clear from the escalating conflict
over PNTR that now confronts us that this truth
and these facts cannot be vestated often enough.
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reprinted from The China Business Review,

Januvary-February 2000

In Full and On Time

fter ten years of furious but sporadic activity on the periphery of the US-China re-
lationship, the US Congress has a\rn'ved at its moment in the suqn. It, and only it,
will decide in the year 2000 a critical issue of American international economic
and foreign policy, an issue with powerful implications for American national security as
well. This decision entails more than the enjoyment of critical economic opportunities for
Americans in the international ecanomy. Much, much larger questions about the future of
the US-China relanonsh1p and China’s role in world affairs—and about China's evolution
along paths that all Americans hope Chma will choose—revolve around this fateful leg-

islative decision.

The decision is, of course, whether to accord ta the
Pcople’s Republic of China Full WTO Member Trear-
ment, in the form of PNTR—permanent Normal Trade
Reladons weamment for imports from China.

The US-China WTO
agreament of Novembar 15, 1939

The US-China agreement on the terms of China’s
WTO accession reached in November 1999 is the single
most significant example of positive US influence on
China’s behavior since the establishment of diplomaric
relations in 1979. It demonstrates the power of effective
negofiation, and the value of real, hard-nosed, and pro-
fessional engagement with China on issues of substance
and derai). “Sending messages to China” has never
brought about the level of commitment ta internal
change that this carcfully wrought and wide-ranging
agreement has accomplished.

With the remarkable US-China bilateral agreement in
hand, China's full-fledged participanion in the global
tules-based wading system is a very big step closer. The
United States will now support China’s WTO entry
when the WTO makes its final decision, since Unecle Sam

secured from China the concessions and commitments
necessary to defend and advance the interests of US pto-

ducers, farmers, exporters, service provaders, invesrors,
and consumers.

The market-opening commitments seewred by Ameri-
can negotiators in November will be included in the fi-
nal documents defining China’s WTO accession, and
cannor be weakened.

With China's accession to the WTO now in view, the
test of the WIO's 135 members are ready o enjoy the
broad array of opportunides opening to them. From Day

‘One of China’s WTO membership, they will automat-

cally provide to China and receive from China Full WTO
Member Treavment in all areas defined by the WTO's

- own codes and by China’s specific commitments.

Will the United States now grasp the opportunities

our own megotiators have wraughis, or will the United
Stotes choose To turn away from key elements of that
paskage of opportunitics, even as our competitors emnjoy
them?—That is the @uecation hefore Congress.

//3
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The WTO: the rule of law in international trade

/3

The WTO, like its predecessor the General Agreement on Tariffs and Trade (GATT), is the -
world’s common defense against international trade anarchy and economic chaos, which
helped drive the world 1o totalitariapism and war in the 1930s. WTO rules and commitments
liberate market farces and open markets, while providing safeguards against predatory oade
practices that violate agreed-upon norms of openness and reciprocity.

At the core of the WTO compact are the common extensian of WTQ rights to, and the
common acceptance of WTO obligations by, all members. ’

This 1s PNTR—Permanent Normal Trade Relations, as we call it in the United States. The
first lincs of the first pravisian of WTO rules require each WTO member 1o extend to all

~ other WTO members the best trade reatment it offers to any of them—in other words, Per-

manent NTR. Giving and receiving PNTR is the cornerstone of the WTO relationship
among members, a reladonship that in its turn extends far, far beyond tariffs.

~ To fail to cxtend PNTR 10 another WTO member is to refuse to extend Full WTO Mem-
ber Trearment—and to forfeit. in tum, the member-to-member WTO relatianship.

For other countries, this is @ non-prablem; Full WTO Member Treament is automatic for
any new WTO member.

For the United States, i’s diffcrent. In 1974, seeking to compel the now-defunct Soviet
Union to permit the emigration of certain Soviet citizens, the United States epacted into law
the Jackson-Vanik Amendment 1o that year's Trade Act. Jackson-Vanik mandates one-year-
at-a-time extension hy the White House of plain-vanilla NTR taniffs on goods from non-
market economies, with the presidenzial extension vulnerable in any year to congressional
overturn on any grounds. '

After the Unpited States and China opened diplomatic relations and signed a bilateral trade
agreement in 1972, US-China relations developed in 3 Cold War environment of common
concern over Saviet intentions. Jackson-Vanik’s provisions for possible cancellation of stan-
dard Amerian tanifs lay dormant for ten years. ' .

Since 1990, following the televised tragedy of Tiananmen, the nation has witnessed a
decade of annual summer fireworks over an inevitable legislative proposal to kill NTR, close
American markets to Chinese imports, and push US-China relations onto the racks.

Each ycar, however, those who have led the fight to kill US-China trade have failed. In re-
cent years the strong margin of victory in the United States for advocates of continued non-
preferennial trade relations with China has reflected the broad bipartisan consensus that sta-

‘ble economie engagement with China offered a fnore promising avenue for the pursuit of

American material and ethical interests with the PRC than did a nnilateral declaration of
cConomIic war. : ' :

A critical choice

With the US and Chinese governments now agreed in writing an China’s remarkable
commitments to market-opening and internal economic reform as conditans of WTO ac-
cession, however, Congress faces new issues.

Now, Congress must decide nor whether ta destroy existing economic relations with
China, but whether 1o sustain Normal Trade Relations over the long term, and whether to
support the building of a more secure and durable US econamic relatonship with a China
now bound by its obligations to WTO rules and standards. :

As China approaches WTO accession, heavily on American terms. the US Congress has

. the choice:

Do we bring home to Americen exporters, farmers, workers, and consumers the benefits
of China’s massive comsmitments to open its markets, permit foreign participation in for-
merly closed economic sertors. reducs rarifj ownd now_ tariff Barriara, refors it cdandands of
economic conduct, and submit to the binding abligations of WTO rules and regularions



03/707/00 TUE 18:23 FAX

APNSA

@o10

p3/@7/em8 - 17:45 US-CHINR BUSINESS COUNCIL > 4583458 NO.82a P18

Or do we say to China,
“Thanks for the amcessions; we don’t want them dﬁzr all

“Thanks for the detailed commitments rapidly w open your markets and dismantle the apparatus of discrimi-
nation against us, rooted in ancient history and Leninist sacrecy and Maoist dreams of self-sufficiency. We don’
want those commitment, either.

“Thanks for the historic decisions you have made—at cur insistence—to drive the Chinese exomomy rapidly
eway from Stalin-Mao economics and toward markes economics, whose principles lie at the core of Americans’
conceptions of social and economic justice. Thase decisions, on second thought, don’t merit our endorsement.

"And, by the way, about all those iniquities we've objected to for so long: the partiality of your legal and judicial
system, the intolerable bureaucratic obstacles 10 ecomomic cooperatian, the opacity of your decisionmaking
processes—we prefer ta live with them after all. We know yuu're going to omprove your behavior toward the rest of
the WTO’s members, induding our toughest competitors. But don’t worry ebour us: we'll stick to the old system,

arm wrestling alone with you to the brink of trade war instead of turning to the world’s dispute-resolution mecha-
nisms when we’ve got a gripe.”

Thar 1s America’s chaoice as we approach the PNTR deasmn

The choice is abour delivering to Americans the fruits of what we have ourselves achieved at the negouanng table.

It is abaut realizing American opportunities in the global economy, instead of “sending messages” abroad while
handing hard.wor, real opportunities to our competrors.

It is about encouraging the evolutionary changes within China that American critics of the PRC have long de-
manded, instead of providing aid and comfort to the defenders of a beleaguered status guo inside China that con-
gressional critics have denounced unremittingly for more than a decade.

It is dme w approve PNTR, end the numbing annual NTR exercise, and bring home 1 American producers,

farmers, exporters, investors, and consumers the bemzﬂts our negotators have finally won—IN FULL AND ON
TIME.

3/3
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February 23, 2000

An Open Letter In Support of China PNTR |
From America’s Creative Industries

America's creative industries strongly support Congressional alpproval of
Permanent Normal Trade Relations (PNTR) for China.

We are writing in respanse to suggestions that China's alleged failure to live up to
its commitments under the 199§ U.S.-China Intellectual Property Rights Agreement
should disqualify it from membership in the World Trade Organization and from the
benefits of full WTO membership treatment, embodied in PNTR.

In the 1990s, America's copyright industries took the lead in pressing the case
against China's serious violations of U.S, intellectual property rights; in particular, the
massive export of pirate and counterfeit optical media and other pirated products
throughout the world. Widespread abuse of intellectual property rights was causing
billions of dollars in losses each year to American creative industries and to the U.S.
economy. Working with the U.S. Government, we spared no effort to bring about the
1985 bilateral intellectual property rights agreement, and to ansure that China abided by
those commitments, which resulted in the 1996 China enforcement “Action Plan.”

Having worked so hard in the last decade to force the issue of intellectual
property rights protection upon a reluctant Chlna why do we stand united in support of
PNTR for China today?

» Because we are convinced from our own experience that inclusion of China
within the framework of muttilateral rules and obligations embuodied in the
WTO is the sungle best instrument we have to ensure continuing iimprovement
in China's protection of intellectual property;

= Because we know, first hand, that mutiateral enforcement through the WTQO
offers a far more promising method of ensuring continued progress in China's
intellectual property environment than does the threat of unilateral retaliation
against China;

» -Because China committed in the WTO negotiating process fo bring its
copyright {and other IPR sectors’) regime into compliance with its substantive
and enforcement obligations under the WTQ Agreement on Trade-Related
Intellectual Property Rights (TRIPS), and to do so immediately upon
accession. We believe China has commenced its efforts 1o meet this
commitment,

» While piracy remains very high within the domestic Chinese market, China
met its principal commitment under the 19396 Action Plan — to stem the flow of
exports that were disrupting other developed markets on a global basis;

= Because the US copyright sectar, so critical 1o America's economic strength
today, will cede to our global competitors the massive opportunitios America
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has won at the negotiating table If the United States does not establish full
WTO member treatment for Ghina In the form of PNTR.

In spite of real progress on intellectual propeﬂy protection since the 1996
agreement, problams in China remain, as they do in many countries with which the U.S.
trades. Chinese companies themselves, an increasing number of which likewise depend
upon Intellectual property protection, are recognizing the importance of Chinese
adherence to imemational standards of protection, as embodied in the TRIPS
Agreement. This trend will only accelerate through PNTR and Chinese accession o the
WTO. Looking ahead, America's ability to address China within the framework of the
WTQ is a vital tool for the preservation of our economic rights and the advancement of
our national interests.

We are encouraged by the concern expressed about China's record on IPR
enforcement and submit that the best way 10 drive impravements in Chinese
perfarmance is to approve PNTR, and tc hold regular hearings to ensure that China is
meeting its various obligations, including, in particuiar, the enforcement obligations that it
will undertake pursuant to the TRIPS Agreement by which it will becorne bound.

The companies and associations mpst vigorous in. insisting on improvement of
China’s intellectual property rights regime over the past decade are united in suppon of
PNTR in the year 2000. We do not accept the suggestion that China's intellectual
property track record since the signing of the 1996 bilateral agreement constitutes a
justiflcation for Congressional rejection of PNTR in the year 2000. Indeed, we believe
that PNTR and the entry of China into the WTO will serve to advance the cause of
intellectual property protection in China, a matter of cansiderable importance o
Amelrica's creative workforce.

We strongly urge Congress to support China PNTR in 2000.

Sindefely,
Robert Holleyman, i Oouglas Lowenstein
Prasident and CEQ President
Business Software Alliance Interactive Digital Software Association
Kathy Morgan : Edward Murphy
Chairman President and CEO
AFMA _ National Music Publishers’ Assaciation
Hilary Rosen _ ' Eric Smith
President and CEQ President
Recording Industry Association of America International Intellectual Property Alliance
Patricia Schroeder Jack Valenti
President and CEO President and CEO:
Assaciation of American Publishers Matlon Picture Association of Arnenca
Ken Wasch
President

Software and Information lndustry Assaciation
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: PRESIDENT WILLIAM JEFFERSON CLINTON

- REMARKS TO JOHNS HOPKINS UNIVERSITY
SCHOOL OF ADVANCED INTERNATIONAL STUDIES
. ON CHINA
" WASHINGTON, DC
MARCH 8, 2000

! want to thank Jéhns Hopkins University and the School of Advéﬁced International Studies for
the opportunity to come here today and talk about China. For the past decade or sé, this school
has shared a unique program with Nanjing Univérsity. It jtrai‘ns future leaders in both of our
countries who will g‘uide our relationship in the decades to come. So this is a good place to talk
about a decision America has to make this year that could change not only our relationéhip with

China, but China itself.

Last fall, as many of you know, America signed an agreement to bring China into the World

Trade Organization on terms that will dramatically open its market to American products. When

China concludes similar agreements with other countries, it will join the WTO. But for us to fwe.
" benefit [on full and equal terms][on equal terms] from China’s entry, we must first grant it l C"b"h
' k° '}“ “

\ hv\U\ Permanent Normal Trade Relations statusEhich is the same arrangement we have given to 132
L ' | -
Q)& of the 134 countries in the,WTa Today, I am submitting legislation to the Congress that will do

justthat. o | D\Mo‘re/c@l*"]

Let me be clear: the vote the Congress is going to take this spring is not on whether China will
join the WTO; it is bnly on whether the United States will share in the economic benefits. A
vote against PNTR will cost America jobs because our competitors in Canada, Europe, and Asia

will capture part of the China market that we otherwise could have served.-

At the same time, I understand that members of Congress are much more likely to vote for PNTR

if they understand why it is in America’s fundamental interest to bfing China into the WTO, and
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why we made the chorce we made last fall. So I’m going to work as hard as I can to- encourage
Americans to embrace that choice. Because I believe with all my heart that the agreement we
reached represents the most significant step??? we have taken to create both jobs in America and

positive change in China since President Nixon first went to China nearly three decades ago.

For a long time now, Americans have debated our relationship with China, partly because our

perceptions of China keep changing.

In the early 1900s, most Americans saw China either through the eyes of traders seeking to win
markets, or missionaries seeking to win hearts |souls??]. During World War II, China was our
ally. During the Korean War, it was our adversary. At the dawn of the Cold War, when I was
growing up, it was a question mark — who lost China? Later, it was a counterweight to the Soviet
Union. Now, in some people‘s eyes it's a caricature: either the next great capitalist tiger with the
biggest market .in the world, or the world’s last great communist dragon and a threat to peace and

‘stability in Asia -- the land of a billion customers, or the land of a billion prisoners.

Our changing perceptions of China .onlyrsuperﬁcially reflected the profound changes that have
 taken place within China itself — the falling dynasties, foreign invasions, civil wars, cruel
famines, reigns of terror, a communist revolution?' an industrial revolution, and now the
beginning of a market revolution. |

a'*u

A\
Q‘““\L ’ oo\ e };‘g
Through all this upheaval, thére has been one constant: America's stake -- our profound national &o,,..\\
interest — in the outcome. For the past 30 years, every American President, without regard to [y gl\'at)
party, has worked for a China that contributes to the stability, not the instability, of Asia; thatis v 4
open to our products; that upholde the rule of law at home and plays by international rules around €% '\nm‘\

the world. There is a simple reason. We are a nation that has fought three wars in Asia in the

20" Century. But we are also a nation that cherishes liberty and believes that if people are free to
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make their own choices, the world will be a safer and more prosperous place.

If we had a crystal ball; we could see exactly what China will look like in 20 years. But we -
don’t. Every nation defines its greatness in different ways, and every nationlmakes its own
choices. We don’t know what choices China will make. But we do control the choices we make.
We can work to move China in thcf: right direction; or we can turn our baéks and almosf certainly
send it in the wrong direction. I believe the this WTO agreemeﬁt will move China in the right
direction, and advance the goals America has worked for in China the past 30 years. 1 want to
talk today about how and why.

{

This has been called a free trade agreement. But let's understand from the beginning: it is not

like most trade agreements. Ysualy—[Note: Most agreements are not fice trade agreements, so C ] g
_ . MrgrenerIwe v
we cannot say "usually". ] Wahen we sign niquitrade agreements, we have to weigh the

benefits of opening another country's markets against the dislocations that can take place when

we open our markets further. But this agreement is the trade equivalent of a one-way street. It

requires China to open its markets to our products and services_across virtually-all sectors of its

cconomy [Note: what also makes this agreement unique is the grand scope of it].; but all we
agree to do is maintain the market access that we already give to China. It does not change our
tariffs one bit. This is the kind of agreement every country wishes for or works toward, the kind

you get maybe once in a generation.

We are a country with four percent of the world’s population. If we’re going to continue to

~ prosper in the 21* Century,IWe had better be selling more and more things to more and more
people around the world. . And where better than China? With more than a billiqn’ people — over
one-fifth of the world’s population - China is the biggest potential rharkcf:t in the world, and

under China’s WTO accession agreement, America will gain unprecedented access to it.
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Chinese tariffs in every sector, from telecommunications products to automobiles to agriculture,

will fall by half or more over five years. For the first time, our companies will be able to sell and

distribute products in China made by workers here in America [emphasis supplied]; without - ‘
being forced to relocate manufacturing to China, sell through a government middle-man, or ‘ é 4 B
transfer valuable technology or operations to China. We'll be able to export products without ’

exporting jobs. . Meanwhile, we'll get new safeguards against any surges of imports from China. Mp(
a\m,&.\ Vr(_r&l)G( n( (d\l)u{' e~ ‘(C'VO'\{’ ('FG"" QU!'\ j;‘ﬁ‘\ t‘ d.'“\' hfa!e

If the Congress passes PNTR, then we reap these rewards. If Congress rejects it, then our ~ *
competitors do. I will say this again, because we must understand the consequences of saying
no: if we don't sell our products to China, some other country will be happy to, and we will

spend the next twenty years regretting it. We will spend the next 20 years wondering why we

ever handed over all the benefits we negotiated -- and gave up the competitive edge we've earned

-- to Europe, Japan, and others.

So on‘ purely économic grounds, this agreement is a win—win. Most of'its critics don't even
question that. Critics are more likely to say that: China is a growiﬁg threat to Taiwan and its
neighbors, and we shouldn’t stréngthen it. Or, China violates labor rights and environmental
standards, and we shouldn’t-enrich it. Or, China is an offender of human rights, and we
shouldn’t reward it. Or, Chinais a dangerbus proliferator, and we shouldn’t er‘np.ower it.

And most of their concerns are absolutely legitimate.

Those of ﬁs who support the China WTO agreement are under no illugion about the government
in Beijing. It i§ a one-party state thét does not tolerate opposition. It denies its citizens the most
fundamental rights of free speech and religious expressidn_. It defines its interests in the world in
ways that are often at odds with- our own. But let mé be very clear: the duestion is not whether
we approve or disapprove of conditions in China. The question ié, what can we do to -improve |

them?



This is not about economic rights versus human rights, or economic security versus national
security; That is a false choice. We’re not trying to promote one over the other, we are trying to
promote both. Membership in the WTO won’t create a free society in China overnight, or
guarantee that China will play by global rules. But over time, we believe it’s going to move

. China much further in the right direction.

To understand how, it’s important to understand why China is willing to do all of this in the first

place. Why they are doing. this is just as important as what th'ey are doing.

Over the past-20 years, China hés made great progress in building a new economy, lifting more
than 200 million people out of absolute poverty. It is linking v»so many people through its efforts
to build a new communications network that is it adding the equivalent of a new Baby Bell every
year. Nationwide, China has seen more than one million nonprofit and social organizations

emerge, and a 2,500 percent explosion of print and broadcast media.

But its system is still plagued by corruption. Only about oné—third of its economy is private
enterprise. And nearly 60 percent of its investment and 80 percent of aH, business lending is
directed toward stéte-owned dinosaurs that are least likely to survive in the gldbal ecoﬂofny.
Much of China’s economy today still basically operates under the old theory that if they had just

shoveled coal into the furnaces faster, the Titanic would have stayed afloat.

Meanwhile, its workforce is increasing by 12 million each year. At least 100 million people in
N China are still looking for work. And economic growth has slowed jusf when it needs to be
rising to create new jobs. ‘It's ironic: many Americans are legitimz;,tely, éoncemed about the
danger a strong and successful ’China could pose to us in the 21* c'enfury. But the danger of a

weak China, beset by internal"c'haos and disintegratioh is also real, and China's leaders kn('>w' it. .



So China’s leaders face a dilemma: they feaiize that if they open China’s'antiquated rﬂérket to
global corhpetition, they risk unleashing forces beyond their control — temporary unemployment,
social unrest, and greater demands for freedom. But they have also cdncluded tha;c wi;chout |
competition, China will not be able to attract investment or build world-élass industries that can

survive and grow in the global economy.

With this agreemeﬁt, China has chosen reform, despite the risks. The question for America is: do
we want to play é constructive role in eéncouraging those reforms? Or do we want to reject
China’s’ choice, stand aside, and perhaps make failure a self-fulfilling prop»hecy? I think that
‘would be a.mi'stake of historic proportions. This is a choice we must embrace, for our own good

and the good of the world.

When I see this debate about China going ovn in our country, I try to remind people that the
Chinese are engaged in the same kind of debate about us. Not just China's leaders, but many of
China's people believe Americans don’t want their country to assume its rightful place in the

- world. If China joins the WTO and we turn our backs, many Chincée will see this as an

American vote for failure in China.

Let’s not forget: there is a reason China built the Great Wall. It has endured centuries of
invasions and occupations; it has tried for.most of its histdry to keep the world out. By joining

the WTO, they’ve made a clear choice -- to overcome ["begin dismantling"?? do not want to

overstate ] a great wall of suspicion and insecurity and engage the rest of the world. Again, I ask:

if they’re willing to reach out to ﬁs, do we really want to slap that hand away?

I am telling you, everything I have ever learned in my life, and everything I have learned about
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China, convinces rﬁe that we have a far greater chance of influencing China's actions if we bring
it into the world than if we shut it out.
Under this agreement, some of China’s most important decisions, for the first time, will be
subject to the review of an international b(‘)dy.v China is conceding that governments cannot
behave arbitrarily either at home or abroad, that their actions are subject to rules consistently
_applied. Opponents say that doesn’t matter; China will just break its promises. But if it does,
we’re still better off, because it won't be able to blame U.S. bullying. Its actions will be subject

to rules embraced and judgments passed by 135 nations.

But the change this agreement can bring from the outside-in is nqthing compared to the change it
can bring from the inside-out. By joining the WTO, Chiné is not simply agreeing to import more
of our products; it is agreeing to import one of democracy’s most cherished principles: economic
freedom. The more China liberaljzés its economy, the more fully it Will liberates the potential of
its people -- their initiative, their imagination, their spirit of enterprise. And when individuals
have the power not just to dream but to realize those dreams, they will demand a greater say in

their own destiny.

Already, more and more, China’s best and brightest aré st_érting their own companies, or seeking:
jobs with foreign-owned companies -- where they generally get higher pay, more respect, and a
better work environment. In‘ﬁts aﬁd starts, for the first time, China may become a society where
people get ahead based on w‘hat. they know rathér than who they know. Surveys show that
American businesses in China are leading fhe market in developing human resources -- by
emphasizing teamwork and respect for individual rights. In turn, Chinese firms are realizing that
unless they -treat employees with respe‘ct,"they will lose out in the'competition for top talent.
This process will only accelerate as China joins the WTO, and we should encourage it-, because

it will lift standards for Chinese workers -- and their expectations.
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But'there is something even more revolutionary at work here. By taking this step, by slashing

the tariffs that protect its state-owned industri‘_e's, China is speeding a process that is removing
“ government from vast areas of its people lives. This step efféctiveiy takes the command and

control out of communism. ‘
Let’s not forget how communism worké. In the past, virtually every Chinese citizen woke up in
an apartment or house owned by their gerrnment, went to work in a factory or farm run by their ‘
government, read newspapers published by thgif» government. State-run workplaces also operated -
the schools where they sent their children, the .clinics where they received health care, and the
stores where they bought food.
0
That sysfem was a big source of the Communist Party’s power and control. Now people are
leaving those firms, and when China joins the WTO, they Will leave them faster. The Chinese
government will no lbnger be everyone's employer, landlord, shopkeeper and nanhy rolled into
one. It will have fewer instruments to control people’s lives, fewer means to win their loyalty.

And that may lead to profound change.

A few v_veeks ago, the Washington Post had a good story about the impact of these changes in the
city-of Shenyahg in China. Since 1949, most of the people of Shenyang have worked in massive
staté-run industries. But as these éld factories and mills shut down, quple afe losing their jobs --
and their benefits. Last September, Beijing announced that it was going to be awarding bonus
checks to Chinese citizens to celebrate Chiria’s 50" anhiversary under communism. But
Shenyang didﬁ’t havé the money to pay, which sparked a massive protest. So to ease tenéioﬂs,
the local government has given the people a say in hdw the city is run.‘ On alimited basis,

- citizens now have the right to vote in local elections. It’s not exactly democracy, because the

" Party still puts up the candidates, and decides who can -vote. But:it’s a first step. And it’s not

just happening in Shenyang. Local elections are now held in the vast majority of the country’s



900,000 villages.

ﬂe‘n asked why, one Party.official in Shenyang said: "'T}‘lis is the beginning of a process. We
realized that in order to improve social control, we have got to let the masses have a say.” This
isn'et the first time a communist country has taken this gamble. But the genie of freedom will

not go back in the bottle. As Earl Warren once said: "liberty is the most contagious force in the

world."

How will liberty spread, in this new century? The answer is obvious: in the information agé, ,
libeﬁy is carried in part by cell phone; it is conducted by cable modem. China's information
infrastructure is growing fast, by orders of magnitude that defy measurement. In the past year,
the number of Internet addresses in China more than quadmpled from two million to nine

- million. This year, the'number is expected to grow to 20 million. Now, project that rate of

growth onto a country that has 1.2 billion people.

And when China joins the WTO, it will eliminate its tariffs on infofmation technolog'y'pr(;ducts.
That means the tools éf communication will only become cheaper, better, and more widely
available. This will allow the citizens of China to communicate with each othér --to share id'ea’s
and informétion -- in ways that no government can control. We know how much the Internet has
changed America -- and we are already an opén society. Justimagine how much it could change

China.

There.is no question China has been trying to crack down on the Internet. Well, good luck. In
this information age, cracking down on the Internet is like trying to nail Jello to the wall. It just
proves how real these changes are and how they threaten the status quo. It's not an argument for

slowing down the effort to bring China into the world, but for accelerating it.
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I think China is going to learn what every other nation is learning as we embrace this knowledge-
based economy; you can’t expect people to be innovative economically while being stifled
politically. ‘Bringing China into the WTO doesn’t guarantee it will choose political reform. But
acceleraﬁng the process of economi-c change will force China to confron't that choice sooner, and
it‘ will make the imperative for the right choice far stronger. .And again, if China is willing to

take this risk, how could we possibly turn our backs?

This is not to say that the WTO .alone will accomplish the goals of our policy toward China.
Nobody who suppofts China’s membership, for example, believes that bringing China into the
WTO is, by itself, a human rights policy for the United Statés. Change will only cdme through a
combination of intefnal pressure and external validation of China’s human rights struggle. And
we must maintain our leadership in the iatter, even as the WTO agreement contributes to the

former.

That’s why we sahctioned China under thg'Iﬁtemational Religious Freedom Act last year. Itis .
why we are again sponsoring a resolution in the UN Human Rights Commission condemning
China’s human rights record. We will continue to press China to respect global norms on non-
proliferation. And we will continue to reject the use of force as a means to resolve the Taiwan
question, and make absolutely clear that the issues between Beijing and Taiwan must be resolved

peacefully and with the assent of the people of Taiwan.

In other words, we must and will continue to defend our interests and our ideals with candor and
consistency. But we will not and cannot do so by isolating China from the very forces most

likely to change it, the very forces already empowering its people to build a better future.

If we did that, it would be a gift to the hard-liners in China’s government who don’t want their

country to be part of the world. Keep in mind: These are the same people most eager to settle
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differences with Taiwan by force. The same people most threatened by our alliances with Japan
-and South Korea. The same people who would like to keep the Chinese military in the business
of selling dangerous technologies around the worid. The same people whose first instinct in the

face of opposition is to throw people in prison camps.

Voting against PNTR won't free a single prisoner in China, or create a single job in America, or
reassure a single American ally in Asia. It would simply empower the most,rigid, lanti-
democratic elements in the Chinese government. It would leave the Chinese people with less
access to information, less contact with the democratic wotld, more resistance from t};eir '
'govemment to outside ideas. Our friends and allies would wonder why, after 30 years of pushing

China in the right direction, we turned our backs now.

It find it encouraging that the people with the greatest interest in seeing China change agree with
_ that. The vpeople of Taiwan agree. Despite all the tensions they have had with Beijing, they are
doing everything they can to cement their economic ties with the mainland, and they strongly
support PNTR for China. The people of Hong Kong agree. I recently received a letter from
Martin Lee, the leader of Hong Kong’s Democratic Party. He has spent his life Strﬁggling for
free elections and free expression for his people. And he wrote te me that this agreement

~ “represents the best long-term hope for China to become a member of good standing of the
international community . . . We fear that should ratification fail . . . any hope for the political

and legal reform process would also recede.” Martin Lee wants us to vote in favor of PNTR.

Most of the evangelicals [ know who have missions in China also want China in the WTO |
because.they know that it will enequrage freedom of thought and more centact with the outside
world. Many of the people who have paid the greatest priee under Chinese rebression agree, t0o.
Ren Wending is one of the fathers of the Chinese hurrtan rights movement. In the late 1970s, he

was thrown in prison for founding the China Human Rights League. In the 19805, he helped lead
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the demonstrations th Tiananmen Square. In the 1990s, he Was thrown in prison again. Yet, he
says of this deal: “before, the sky was black, now it is light. This can be a new beginning.”
For these people, fighting for freedom in China is not an academic exercise or a leg‘islative‘

debate, it is their life’s work. They. are telling us that this is the right thing to do.

If you believe in a future of greater openness and freedom for the people of China; you should be
for this agreement. If you believe in a future of greater prosperity for the American people, you
should be for this agreement. If you believe in a future of peace and security for Asia and the
world, you sﬁould be for this agreement. This is the right thing to db It is a historic opportunity. -
And I am going to work as hard as I can to convince Congress and the Amerlcan people that

Amerlca should embrace it, and lead the world to do the same. Thank you.
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And think about what this agreement could mean to our auto industry. Tariffs will fall by nearly
75 percent. The requirement that we rely on Chinese distribution is eliminated, as is the
requirement that we have to transfer-our technology. American manufacturers will now, for the
first time, be able to sell American-made cars in China, to set up their own distribution centers,
to run their own service shops, and to provide their own financing to consumers. It means that
we’re going to sell more American cars and auto parts in Chlna which means more jobs here at
home.

Now, most Members of Congress don’t even question those benefits. Critics are more likely to
say: China is a growing threat to Taiwan and its neighbors, and we shouldn’t strengthen it. Or,
China is a drag on labor and environmental rights, and we shouldn’t engage it. Or, China is an
offender of human rights, and we shouldn’t reward it. Or, China is a dangerous proliferator, and
we shouldn’t empower it. And all those concerns will be absolutely legitimate.

But this debate should not be defined as economic rights versus human rights — or economic
'security versus national security. That is a trap, it’s a false choice. This agreement is just as -
vital — if not more vital — to our national security as it'is to our economic securlty It promotes
both jobs in America and progress toward change in China. '
Over the past 20 years, China has made a  lot of progress in building a new economy, lifting
more than 200 million people out of absolute poverty. It is linking so many people through its
wireless communications network that it is adding the equivalent of a new Baby Bell every year.
But its system is still plagued by corruption. Less than one-third of its economy is private
enterprise. Meanwhile, its workforce is increasing by 12 million each year. At least 100 million
people in China are still looking for work. And economic growth has slowed just when it needs
~ to be rising to create new jobs.

So, China’s leaders face a dilemma: they realize that if they open China’s antiquated market to
global competition, they risk unleashing forces beyond their control — namely, unemployment,
social unrest, and demands for political freedom. But they have also concluded that without
competition from the outside, China will not be able to attract investment or build world-class
industries that can survive in the global economy.

With this agreement, China has chosen to embrace change, despite the risks it entails. The real
question for America is: do we really want to reject that choice? That would be a disastrous
mistake. We need to embrace it, and that is what the WTO agreement does. It advances our
interests by encouraging China to meet, not muzzle, the growing demands of its people for
openness. Rather than working from the outside-in, it will work from the inside-out to move
China in the right direction, in at least three ways.

Number one, havmg Chma in a'rules-based system increases the likelihood that China W111
follow the rules of the road in terms of the international economy.

Under this agreement, some of China’s most important decisions, for the first time, will be
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Speaking to the Wilson Center is always a challenging prospect. It brings to mind the story of
the man who lived through the famous Johnstown flood. All his life, this man would tell
everybody he met the story of how he survived. When he died and went to heaven, he asked St.
Peter to convene a crowd so.he could tell them about the great flood. St. Peter said, “I’d be
happy to. But you have to remember one thing -- Noah will be in the audience.”

There’s more than one foreign policy Noah in this distinguished audience. Indeed, Lee
Hamilton himself comes with an entire Ark. For more than 30 years, Lee brought a steady hand
to foreign policy in Congress, with the emphasis always on patriotism, not partisanship. I thank
him for that. :

Last week in his State of the Union Address, the President gave a compelling summary of the
challenges America will face in the 21st Century. Looking ahead, there’s good reason for
optimism. This month, America marks the longest economic expansion in our history. Our
military strength is unchallenged. Our allianices are strong Our values are ascendant in the
world. Eighty years after Woodrow Wilson hoped American leadership would help make the
world safe for democracy, for the first time ever, more than half the world’s people now live
under governments of their own choosmg

But as the President said, this'is not a world without dangers to us. Our security can be
threatened by regional conflicts that pose the risk of a wider war. The march of technology can
give terrorists and hostile nations the means to undermine our defenses, and force us to once
again live in fear. The stability of the 21st Century can be threatened by an ever-widening gap
between rich and poor. And of course, there is the possibility that our former adversaries Russia
and China will fail to emerge in this century stable, prosperous, and democratic.



Today, I want to talk about China. Since President Nixon went to China in 1972, the United
States has sought to develop a constructive relationship with Beijing, initially as a
counterweight to the Soviet Union and later in recognition of China’s growing importance in.its
own right. We have worked for the emergence of a China that contributes to peace in Asia. A
China with an economy that is open to American products, farmers, and businesses. A China
whose people have access to ideas and information, that upholds the rule of law at home and
adheres to global rules on everything from nuclear non-proliferation to human rights to trade.

This year, we have an unprecedented opportunity to advance those goals. The opportunity is
China’s entry into the World Trade Organization.

But before America can realize the full market-opening benefits of Chinese entry into the WTO,
Congress must answer a simple question: will it grant China permanent Normal Trade Relations
status, which is the same arrangement we have given to 132 of the other 134 countries in the
WTO. Doing so is necessary to guarantee the full market-opening benefits of the agreement we
negotiated with China. Or will Congress turn its back on the sweeping changes China has
agreed to make and risk losing ground on the issues we all care about?

Every debate on trade must first answer the threshold question: will our economy and our
workforce benefit from the terms we’ve negotiated, or will they suffer? From an economic
perspective, there is no denying that this agreement strongly benefits the United States.

For years, China has had open access to our markets, while its markets have been in many ways
closed to American products and services. This agreement requires China to make wide-ranging
new.concessions to open its market, while we have agreed only to maintain the market access
policies we already apply to China. Denying China PNTR simply would deprive American
companies and workers of the full benefits of China’s concessions — the favorable market access
and dispute settlement that our European, Japanese, and other competitors will have.

This agreement will dramatically reduce China’s tariffs on everything from agricultural and
industrial products to computers and semiconductors. It directly responds.to concerns about
unfair trade practices in China and allows our businesses to export to China from here at home;
and have their own distribution network in China, rather than being forced to set up factories
there to sell products through Chinese partners.

That is what this agreement means in principle. Here is what it means in practice.

Cons1der the auto industry. Right now, a car made in Dearborn faces an 80 to 100 percent tariff
before it can be sold in China --which prices us out of the market. If you want to sell cars in
China, you need to base your operations in China. To do that, you must form a joint venture
with a Chinese state-run enterprise and give it at least a 51% stake. You also must agree to
transfer a significant amount of your technology to China, and teach the Chinese how to use it --
which means you are transferring both your product and expertise to your eventual competitors.
And because of local content requirements, most parts have to be made in China, too.



In addition, Americans cannot now directly run parts distribution centers in China, so once your
parts are made, Chinese partners have to sell them for you. Americans are not allowed to
directly own service centers, either. And all this assumes that Chinese consumers can buy the
cars in the first place, because the only financing that is allowed in Chma is through state-run
banks -- and they don’t make loans for cars. Little wonder that there are many times more
bicycles in China than automobiles. '

Under the new agreement, it’s completely different. Tariffs on American cars will fall by nearly
75 percent, so we can compete in Chinese markets. The requirement that we have to link up
with Chinese enterprises is eliminated. So is the requirement that we have to transfer our
technology. And, American manufacturers will now be free to use parts made in America for
assembly in China, to set up their own distribution centers, to run their own service shops, and to
provide their own financing to consumers. 4 ' '

From our perspective, it means that we’re going to sell a lot more American cars and auto parts
in China, which means more jobs in America. In return, the Chinese people end up with much
better products at lower prices. Take that example and multiply it across our other industries --
from manufacturing to agriculture -- and you begm to get an idea of what this agreement could
mean to both our economies. C

For our part, we must grant China permanent normal trade relations status. It’s important to
understand what that means: it simply means that we will give China the same tariff schedule we
apply to most every other nation in the world, and China will do likewise. It would eliminate
the annual vote on China’s trade status, which we do not apply to any other WTO member.
Some have said we need the annual vote to address other concerns we have with China, on
human rights, proliferation, or religious freedom. But Congress always has the authority to
address any part of our relationship with any nation, including China. The annual China trade
vote has not been an effective instrument. It simply has affirmed our trading relationship with
China for 20 years in a row. What permanent normal trade relations status for China will do is
get us out of the cycle we are now in, where the future of Chinese trade comes up every single
year for a divisive and not very effective vote. :

The economic benefits of this deal to America are clear. If Congress votes no, we risk losing the
full, enforceable market access benefits of the agreement, as well as the special protections we
negotiated. In a global economy, where global markets are essential, American businesses and
workers would be put at an enormous disadvantage, essentially shut off from one fifth of the
world. It would be a self-inflicted wound for the economic health of America.

But I believe the economic benefits are only the beginning of the argument. For I am convinced
that this agreement is as vital to our national security as it is to our economic security.

Our nation has a tremendous stake in how China evolves. We are a Pacific nation which fought
three wars in Asia in the 20® Century. Our future is tied to Asia. And the stability of Asia --
economically, politically and militarily -- is inextricably entwined with the stability and direction
of China. As China develops, the path it illuminates or the shadow it casts will be felt far from
its own borders '



China will write that future as it answers some fundamental questions: It has extended some
freedoms -- but will it gain the stability that can only come from respecting human rights and
permitting opposing political voices to be heard and felt? It is reforming its economy -- but will
it unleash the necessary ingredient of sustained growth in the information age — namely access
by its people to knowledge and unfettered thought? It has become deeply engaged in the
international community -- but will it make a broad commitment to play by global rules and do
its part to address global challenges like the spread of weapons of mass destruction and climate
change? It is growing stronger -- but will it use that strength to build a more secure Asia, or to
threaten the freedom and security of its neighbors? Ultimately, the answers will come from
China. But we have a enormous stake in encouraging it to choose the path of integration and
reform, not confrontation and decline. Bringing China into the WTO will make a big difference.

To understand why, we need to have a clear-eyed view of China, neither looking through rose-
colored glasses or through the glass darkly. We need to look at its progress and its problems its
system and its strains, its policies and its perceptions of the world.

In the last 20 years, China has made remarkable progress in building a new economy, lifting
more than 200 million people out of absolute poverty. One incredible result is that China now
has the largest wireless communications network in the entire world, and is linking so many
people to one another that it is adding the equivalent of a new Baby Bell every year.-

But China faces daunting problems as well. Its working age population is increasing by more
than 12 million people -- equal to the population of New England -- every year. Tens of
millions of peasants are migrating from the countryside, where they see no future, to the city,
where only some find work. China’s political system is plagued by corruption. Its air is so dirty
that 25 percent of all deaths in China over the age of five come from chronic respiratory disease,
four times the U.S. rate. And China’s economic growth has slowed just when it needs to be
rising to create jobs for the unemployed and maintain support for economic reform.

For all the progress of China’s reforms, private enterprise still accounts for less than one-third of
its GDP. China’s state banks still are making massive loans to struggling state firms, the sector
of the economy least likely to succeed. In other words, China cannot maintain stability or ensure
prosperity by maintaining the status quo.

What does this mean for us? As the President said when Premier Zhu Rongji visited Washington
last year, "if we’ve learned anything in the last few years from Japan’s long recession and
Russia’s current economic troubles, it is that the weaknesses of great nations can pose as big a
challenge to America as their strengths.” So as we focus on the potential challenges that a strong
China could present to the United States in the future, let us not forget the risks that could be
posed by.a weak China, beset by internal conflicts, social dislocation, criminal activity, and
large-scale illegal emigration -- a vast zone of instability in Asia.

Our interest lies in encouraging both stability and change in China by encouraging it to meet, not
stifle, the growing demands of its people for openness, accountablhty, freedom and reform.
Bringing China into the WTO will help in three ways.



First, this is not just an agreement to expand trade between our two countries. It will obligate
China to deepen its market reforms and open its economy to the world. It will increase the pace
of change in China.

China’s top leaders understand that economic change is both essential and risky. It is risky
because opening China’s antiquated economy to global competition is likely to cause more
short-term unemployment and the specter of social unrest. But, interestingly, they also
understand that this change is essential because China cannot make the next leap in development
without world-class industries and products that can compete in the global economy. And the
only way to produce competitive industries is to open the country to outside competition. With -
this WTO agreement, they have chosen to continue opening their economy, despite the risks that
path entails. Do we really want to reject that choice?

The introduction of competition results in natural pressure for progress. A decade ago, China’s
best and brightest college graduates sought jobs in the government, in large state-owned firms or
state-run research institutions or universities. More and more, the best and brightest either are
starting their own companies or choosing to work for foreign-invested companies -- where they
generally get higher pay, a better work environment, and a chance to get ahead based on merit,
not political connections.

U.S. companies are the leaders in the Chinese market in developing human resources -- by
emphasizing teamwork and respect for individual rights. In tum, more and more, Chinese firms
are learning that unless they change their working style and treat employees with respect, they
will lose out in the competition for top talent. - This process will only accelerate as China joins
the WTO, and we should do all we can to encourage 1t because it will lift the standards of
Chinese workers -- and their expectatlons

Second, by accelerating_ economic change, the agreement we reached also has the potential to
encourage China to evolve into a more open society.

In ways that are incomplete, but nonetheless real for millions of ordinary Chinese citizens,
China’s economic opening already has given its people greater scope to live their lives. Take
Shanghai, for example, the city that has been most open to international influence. Ten years
ago, people in China did not own their own homes. Today, 25 percent of Shanghai residents are
homeowners. When reforms began, there were no supermarkets, and citizens had to buy food.
from state-run outlets using coupons. Today, there are more than 1,000 supermarkets and no
more rationing of food. A decade ago, Chinese citizens could rarely travel in or out of their own
country. Last year, on New Year’s Day, airlines added more than 250 flights to international
destinations from Shanghai alone. Nationwide, China has seen the emergence of more than one
million nonprofit and social organizations -- professional associations, consumer groups, tenant
organizations, environmental groups; a 2,500 percent explosion of print and broadcast media,
and local elections in the vast majority of the country’s 900,000 villages. '

Let us understand: these changes do not mean that the people of China enjoy political freedom.
Chinese authorities still tolerate no organized political dissent or opposition, and no challenge to
the Communist Party. Over the past year, we have see an increase in its crackdown on political.
activities and dissent; stepped-up controls on unregistered churches; the suppression of ethnic



minority groups, especially Tibetans; and the imprisonment of even more dissidents whose only .
crime is free speech. Because the Communist Party’s ideology has largely been discredited in
China, and because it lacks the legitimacy that can only-come from democratic choice, 1t seeks to
maintain its grip by suppressing other voices. =

So let me make very clear: This agreement is not, by itself, a human rights policy for the Umted
States. We must and we will continue to speak out on behalf of people in China who are
persecuted for their political and religious beliefs. That is why we pushed for the release of
Dickinson College librarian Song Yongyi, who was released just last week. That’s why we
sanctioned China as a “country of particular concern” under the International Religious Freedom
‘Act last year. That’s why we sponsored a resolution last year in the UN Human Rights
Commission condemning China’s human rights record and why we're doing it again this year.
We will continue to press China to respect global norms on non-proliferation; to encourage a
peaceful resolution of issues w1th Taiwan; to urge China to be part of the solution to the problem
of global climate change.

With or without this WTO agreement, we will need to continue to work in all these areas. At the
same time, I believe this agreement will reinforce and complement these efforts, and help move
China in the right direction in fundamental ways.

For example, in the past, the Chinese state was every citizens’ employer, landlord, shopkeeper,
and news provider all rolled into one. By advancing privatization, this agreement will accelerate
a process that is removing government from vast areas of people’s lives.

By giving investors and property owners predictability and protection against arbitrary
government action, it reinforces the idea that individuals have rights. This will give added
impetus to those trying to strengthen the Chinese legal system in a way that allows cmzens to
hold their government truly accountable

~ Finally, by opening Chma s telecommumcatlons market to cutting-edge American technology

" and international firms, the WTO agreement will help bring the information revolution to cities
and towns across China: A year ago, China had two million Internet addresses. Today; it has
nine million. Soon, people in some of the most remote villages-in interior China will have access
to CNN. And as they become more mobile, more prosperous, and - more aware of alternative .
ways of life, I believe they will seek a stronger voice in shaping their destiny. -

Of course, just last week, Beijing announced that it was.cracking down on the Internet. It’s
outrageous -- but it’s also futile. In this information age, cracking down on the Internet is like
King Canute trying to still the waters. Indeed, the fact that the Chinese government is pushing
back against the increasing flow of information to the Chinese people only proves that the
changes China is undergoing are real and threatening to the status quo. This kind of repression
is not an argument for slowmg down the effort to brmg Chma into the world; it’s an argument
for accelerating it.

In the end, as China opens to the information economy, it can succeed only as it liberates the
minds of its people and empowers the individual. In this age, you cannot expect people to be
creative economically and frozen politically. At the same time, China may discover that people _
are far more willing to tolerate wrenching economic change when they have a'say in the



decisions that affect their lives. Compare the fates of the governments of an autocratic Indonesia
and a democratic South Korea as they faced the Asian financial crisis over the past two years.

- Bringing China into the WTO doesn't guarantee it will make the right choice for political
reform. But by accelerating the process of economic change, it will force China to confront that
choice sooner, and make the imperative for that choice far more powerful.

How will China change? I believe it will be a combination of internal pressures for a greater .
voice and external validation of the human rights struggle by the international community. The
WTO agreement will bolster the former while we maintain our leadership rolé in the latter. Our
policy should no more be measured week to week or yearto year than you could have measured
our policy toward the Soviet Union -- with which we continued to engage, even though it posed
a much greater threat to us than China does today.

This agreement will advance our national security interests in a third way as well: it increases
the chance that in the new century China will be on the inside of the international system,
playing by the rules, instead of on the outside, denying them.

Under the terms of this agreement, the Chinese government is obliged to publish laws and
regulations. It subjects some of its most important decisions, for the first time, to the review of
an international body. Why does that matter?

Quite simply, it applies to China the basic principle at the heart of the concept of the rule of law:
that governments cannot behave arbitrarily at home or abroad, that their actions are subject to
rules consistently applied. Remember, China is choosing to embrace these obligations. As
China becomes a stakeholder in the WTO and other international regimes, it will be more likely
to accept the legitimacy of international norms, and define its future w1th1n the international
commumty, not outside of it.

I know some say that if China is allowed to join the WTO, it actually will undermine our effort
to strengthen global norms in two very important areas: labor rights and the environment. But
the fact is, most of the members of the WTO already are developing countries, with the same
concerns that trading rules not become an instrument to restrict their growth. China’s
membership won’t change that equation. And considering the fact that China is home to one-
fifth of the world’s people and the source of a rising share of greenhouse gas emissions, it is hard
to imagine an effective global effort to meet those environmental challenges without China.

It’s fair to ask: how do we know China will do what it promised to do in the agreement we
signed? Of course, we cannot know for sure. But we do have reasons to believe that it will, and
mechanisms to reinforce that. -

First, Chlna is pledging to open its economy and its markets not just as a means of getting in the
WTO, but because most of its leaders believe reform is in Chlna s interest: .

Second, as a member of the WTO, non-compliance by China is subject to dispute resolution
under the WTO; like any other country, China will confront judgments backed by a 135-
member body, rather than being able to chalk up friction to supposed U.S. bullying. Right now,
if China treats our products unfairly, we have no recourse, short of pulling the plug on trade.



This agreement increases our leverage with China in the event of a future trade dispute. If China
does not comply with adverse rulings by the WTO we are entitled to take equivalent action
against China. '

In the end, we must and will continue to protect our interests with firmness and candor. But we
must do so without isolating China from the global forces that can empower its people to build a
better future. That would leave the Chinese people with less access to information, less contact
with the democratic world, and more resistance from their government to outside influence and
ideas. No one could possibly benefit from that except for the most rigid, anti-democratic
“elements in China itself. Let’s not give them a victory by locking China out of the WTO.

The question is not whether or not this trade agreement by itself will cure serious and disturbing
" issues of economic and political freedom in China; the issue is whether it will push things in the
right direction. President Clinton believes it will. Some of the most courageous proponents of
change in China agree. Martin Lee, leader of Hong Kong’s Democratic Party, says that without
entry-to the WTO, “any hope for the political and reform process would also recede.” And
Chinese dissident Ren Wanding said upon the deal’s completion: “Before the sky was black.
now it is llght ThlS can be a new beginning.”

It is our shared conviction that supporting this agreement is a new beginning. It is the right thing
for America, for China, for Asia, and for the world. It will increase the chance that China will

* define its future within the international community, and move toward a more open society that
upholds the rule of law. That is what is at stake in thlS debate. Let us have the wisdom to
choose wisely. Thank you.

#H##
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WTO ACCESSION AND ECONOMIC FREEDOM IN CHINA
Revised‘ Text of Deli.ver,ed Remarks '
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National Economic Council
Delivered at the Economic Strategy Institute, Washington, DC
February 23, 2000 . '

Thank you. Thank you,, And thank you Peter MOI’ICI Dtrector ofTrade Studies at ESI,
for that very generous introduction.

And let me take this opportunity to extend a warm thanks to Clyde Prestowitz, President
of the Economic Strategy Institute, who is on the road today and could net be with us, and the
whole staff at'ESI for performing a real public service in organizing this seriés on the China

PNTR vote. We in the Administration welcome a vigorous discussion because we’re confident
~ that the more the American people know about the China-WTO agreement we negotiated in
November, the more that they will support it.

I d like to talk today about some of what we think are some of the misconceptions
concerning the WTO Accession and why we feel that this agreement, in-addition to being
beneficial for the U.S. economy, will also be beneﬁ01al in push1ng economic freedom within
China itself.

1

Miseonception 1: The Ageement Is Something Different Than O‘ne Way Market Ae‘cess

The first thing all of us who are seeking to communicate the beneﬁts of the China-WTO -
Accession agreement need to do is to make sure that people understand the nature of China’s
-accession. Many have erroneously come to perceive this deal as a free trade agreement along the
lines of NAFTA or any other supported by this Administration. ‘With a free trade agreement, one
has to make the case that the benefits of opening up another country’s markets are worth .
whatever possible dislocations can take place by also opening up your own market. The China
WTO agreement, however, is an accession agreement. The pros and cons of arguments on free
trade agreements do not pertaln to this debate over this Chma WTO agreement '

~ As Charlene B,arshefsky and I stated when we came to the final agreement-in Beijing, this
deal is a win-win for both countries. At the same time, though, it must be emphasized that when
it comes to the process of tariff reduction and market opening, this is a one-way process. This is
not an discussion.where one has to weigh the differences and debate the potential ups and downs
of openings on both sides. This deals represents one way market access. All those who want to
accurately communicate the benefits of this deal, and encourage the passage of Permanent
Normal Trade Relations (PNTR) with-China, need to be very clear in communicating to the
public and to Congress that this deal is simply about China opening its markets to us. [tdoes not
_ lower tariffs by one bit. e :
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‘ If the one-way nature of this deal is clearly communicated, it will increase support for
China’s accession, particularly when it is understood that the rejection of Permanent Normal
Trade Relations (PNTR) will mean that we will deny ourselves many of the benefits of the more
open markets to China, at the same time as our foreign competitors will enjoy these benefits.

Misconception 2: There Are No Protections for American Workers

A second popular misconception is that when this agreement was negotiated, the focus
was simply on reducing tariffs., quotas, increasing distribution rights for our industries -- with no
focus on protecting American workers. Nothing could be farther from the truth. When Charlene -
Barshefsky and [ went to Beijing for the final negotlatlon at the very top of our agenda was
ensuring that adequate protections for American 'workers against illegal dumping or unexpected
~ surges were part of the deal. And‘indeed the gains that were won in those areas were exceptional
-- 15 years assurance of being able to use non-market economy methodology when making
dumping determinations, and a product surge protection for 12 years that is stronger than our
existing section 201 law because it allows us to target import surges from China alone, rather
than requiring that we make a global assessment of imports under the existing 201 law.

Misconception 3; Passage of PVNTR is Not Necessary To Get Full Benefits of Deal

The third misconception that is being promoted is the assertion that while the economic
benefits from this deal are clear, we do not need to pass permanent normal trade relations to gain
these benefits -- instead we could simply pass annual PNTR. Those who make this case suggest
that Article I of the GATT requires unconditional most favored nation status.” That we all agree

-on. Unfortunately that is where the agreement ends. The annual NTR advocates then claim that
Article I is completely silent on whether such unconditional MFN must be provided for any
specific duration of time. Therefore, they conclude, if the one and only condition — emigration
policies under Jackson-Vanik -- is removed, annual NTR perfectly satisfies the GATT
requirement for unconditional normal trade relations. '" :

This argument, which may deserve points for effort, does not deserve much credit on the
basis of logic or legal interpretation.

First of all, the lie is intrinsic in the entire rationale for the argument. Removing Jackson-
Vanik’s condition on emigration hardly makes NTR or MFN status condition-free. Ask this
question: why would anyone want to make normal trade relations subject to annual review?. So
they can flip a coin to see if it should pass? So they should decide depending on the weather that
day whether or not you should grant annual review again? ‘Of course not. The sole reason that
those opposing this agreement want annual review is to condition it on issues from labor to
environment to human rights. We all know that. [t would be far more genuine of the annual
NTR advocates to simply make this case rather than to try to suggest that if they simply got rid
of Jackson-Vanik that somehow there would be no conditions inherent in an annual review. We
all know that the only reason that advocates call for annual review is so that they can ‘condition
NTR on a variety of factors on a year-by-year basis. If opponents want to make that argument,
they should. They should not, however, try to claim that that would somehow satisfy the legal
requirements of the GATT.



. Second, the very notion that subjecting one country and one country only to annual -
review is consistent with GATT Article I does not hold water. Article [ is written in broad and
sweeping language and states that all WTO members grant each other “any advantage, favor,
privilege, or immunity” provnded to other countries “‘immediately and unconditionally.”

~ The United States grants normal trade relations treatment to all countries with whom we
share the benefits of the WTO without the condition of an annual review. Subjecting one member
to an annual review of its NTR -- whether tied to Jackson-Vanik’s specific emigration-related
conditions or not -~ is a clear and discriminatory condition that without question disadvantages
imports from that country. Why? MFN guarantees the right to non-discriminatory treatment of
products both at the U.S. border and after the products enter into commerce within the United
States. A mandatory or periodic review of whether products from China will be treated the
same or differently from the products of all other WTO members will inject uncertainty and
unpredictability into business decisions that will disadvantage imports from China.

-Put yourself in the position of any importer. You can buy a product from Indonesia, or
buy the same product at 2% cheaper from China.. All things being equal, you would rather buy
the product from China. Except that you know that every year, there is.a risk that that product
will be subject to a higher-tariff or denied. What person who understands exporting or importing
would think that the difference between having an unconditional NTR and having an conditional
NTR that subjects a country and a tariff tp an annual review would not create a business ‘
uncertainty that would obviously disadvantage that product? No-one who understands the
business of exporting and importing would maintain that this provides any “advantage, favor,
privilege or immunity” 1mmed1ately and uncondltlonally to each and every country.

The bottom line 1s that if we want the full benefits of this agreement, we have to g_fant
China Permanent Normal Trade Relations. It’s not only a WTO requirement to do so, it is in our
overwhelming national interest to do so.

Misconception 4: PNTR Supporters Are Giving Amerlca s Economic Benefits A nghen
Priority Than Human Rights, Labor nghts, Or Economic Freedom in
China

The most serious misconception, however, that I’d like to discuss today is the notion that
supporters of PNTR either have a rosier view of the human rights and labor rights situation in
China or have made a conscious decision to emphasize economic benefits over human rights.
Nothing could be further from the truth.

Those of us who support Permanent Normal Trade Relations must be absolutely candid
and clear-eyed about the nature of the regime in Beijing. It is a one-party state that does not
tolerate opposition. It denies basic freedoms to its citizens, including freedoms of association
and religion. Chinese authorities engage in extrajudicial arrest and the detention of polmcal and
religious activists and restrict religious practices. While we may disagree with union leaders like
John Sweeney over how we should move forward, we absolutely agree with John Sweeney’s
summarization of labor rights in China." As he has said, “China suppresses independent worker
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organizing and crushes the protests that result. It assumes incorrectly that stability can be based
upon repression and exploitation rather than on representation and expression.”

Suppo’rfers and opponents of PNTR do not disagree over the perception or importance of
human rights or labor rights. Our dlsagreement is simply over what will best move the ball
forward.

The fundamental question is not whether this trade agreement by itself will create a
pristine democracy overnight in China. It will not. The question is whether or not this policy
will move the ball forward or backward ---whether it will make the situation better or worse.
Change in China won’t be automatic — we cannot expect it to happen in matter of months. But |
do believe that in the long haul, membership in the WTO will encourage China’s 1nc1p1ent
movement toward economic freedom. And I’d like to explain some of the reasons why.

- Why This Agreenient Will Heljllncrease Economic Freedom In China

First, the China-WTO agreement locks in reforms that will have the clear effect of
reducing the command-and-control elements of government authority in China and adding
momentum towards increased economic liberalization. In signing this agreement, President
Jiang and Premier Zhu have clearly made a choice to increase their already dramatic
commitment towards reducing the xole of government in the economy and moving forward W1th
market-based reforms. »

The challenge facing them is daunting. The state-owned manufacturing sector,
numbering some 300,000 enterprises, at the beginning of 1999 employed 70% of the urban labor
force, generating 30% of industrial output. Nearly 60% of fixed-asset investment and 80% of all
business lending was directed toward these industrial dinosaurs. Not surprisingly, these
government—controlled enterprises and the state owned banks that keep feedlng them credlt are
sinking under bad debt. : :

Meanwhile, China’s working age population is increasing by more than 12 million people’
- equal to the population of New England —every year. Tens of millions of peasants are
migrating from the country to the city in search Of_]ObS and a better life. While this has
occurring, China’s econonic growth has slowed just at the time when it needs to increase.

Premier Zhu and President Jiang realize that this course, and the greater openness to the
outside world it entails, risks generating more domestic pressure for political change. By signing
our WTO agreement in November, China’s leadership has chosen the path of economic reform
despite that risk. Indeed, most knowledgeable observers of China believe that the push for an -
agreement is very much designed to lock in and make irreversible the forces that would lead to '
market reform. That’s because foreign competition will surely force change upon China’s
inefficient state-owned enterprises, creating more pressure for their privatization. As the one-
party state loosens its grip on the economy, its role in the daily lives of the Chinese people will
also change. Writes Nicholas Lardy of the Brookings Institution, “The authoritarian basis of the
Chinese regime is gradually eroding, and if successfully implemented, this WTO agreement will

' contnbute to that.” :



* Despite this, some of the same politicians in the United States who have spent much of
their entire careers denouncing Communism are now turning their back on an agreement that
promises to foster market.reformi and economic liberalization in what for decades has been the
most heavily-populated command-and-control economy in the world. -

If Congress rejects Permanent NTR, it will undercut the forward-looking thinkers in
China on economic liberalization and play right into the hands of those who would hamstring
reform. Indeed, whether one'looks at commercial ruleé} distribution, capital or communications,
this WTO agreement promises to weaken the state’s hold on commerce in China and move that
nation in the direction of increased economic freedom. : :

Example 1: Greater Transparency

Currently, economic activity in China remains controlled by a government that often
‘bases its decisions upon rules that are not published, and when published, are often vague and
~unclear. Appeals are made all the more difficult with no public basis for the initial decision.

The WTO requirements of transparency will help reign in this ability ofthe Chinese state .
to make arbitrary decisions over economic life. : ‘

By requiring the clear publication of quotas and tariff rates — by making them more
transparent and public — the arbitrary discretion of local officials to determine whether and at
what price a local enterprise can import a foreign product that might be an essential input to a
good or service will be taken away. In doing so, this agreement not only promotes economic
efficiency for American exporters, it also undercuts arbitrary control and builds up the ability of
local entrepreneurs to freely contract with foreign importers based not on party connections but
on what makes economic sense. Economic freedom and economic efficiency gain together.

ExaAmple 2: Less Restricted Distribution/Freef Movement Of Goods

- The same can be said for the free movement of goods. Currently,.anybody who does
business in China will refer to distribution as, at best, an enormous headache. The Chinese state
controls virtually every aspect of the movement of goods: whether a good can be imported at all,
the terms under which it enters, who can bring it in, and who can distribute, sell and service it.
[mporting and exporting, and distribution rlghts are prmleges granted by the Chmese
govemmem to only to a few. .

China s WTO commitments in these areas are quite significant.- The agreement turns
these scarcely-allotted privileges into rights which will be widely available to both Chinese and
foreign businesses. Chma has agreed that in 3 years, all individuals and entities in China will be
able to import most products into any part of China, and that foreign firms will be able to
'establlsh own and operate their own distribution and related services.

Agam however, the benefits go beyond economic efficiency. Every time the multiple
areas in which people must seek permission from the govemment for dlstnbutxon or trading are



reduced, the potential for a greater number of business transactions between Chinese
entrepreneurs and American entrepreneurs is increased. - As the weight of the state on everyday
transactions becomes lighter, layers of middlemen are eliminated, and more and more Chinese
salesmen, repairmen, and consumers will come into direct and daily contact vnth each other and
with foreign firms.

Example 3: Greater Access To Capital

Consider access to capital. Capital not only feeds economic growth, but also makes
possible personal independence. As in other areas of economic life, this WTO agreement — by
injecting competition into China’s eapltal market -- promises to enhance private initiative in
China at the expense of state power. :

By some estimates, 80 percent of bank lending in China goes to generally inefficient
state-owned enterprises, which produce just one-third of GDP. It is not surprising that the line of
bad debts in China is a mlle long-- 25-40 percent of GDP by most estlmates '

WTO accession promises to scale back Chinese government control in banking and
finance by letting foreign banks play a more significant role. Clearly, lessons from the Asian
Financial crisis, from the problems of Russia to Japan and even our own earlier experiences with
the savings and loan crisis, show how essential a functioning, competitive bank system is to
economic stability and growth in developed as well as developing countries. Increased foreign
presence will bring modern banking practices to China. Domestic banks will be forced by
competitive pressure to develop a more western-style "culture of credit."

But again, more is at stake. Monopoly control of capital constitutes a key pillar of power
and control of the Chinese government over the economic lives of their people. Through the
state-run banks, the government can effectively dictate which companies get funds to grow their
operations, and which do not. Stronger bank practices and concrete movement toward a credit
culture mean more loans based on economic viability-and fewer loans based on: govemment
favoritism.

The new rules required under this agreement will reduce an important prop of the one-
~ party state: its control of capital flows. And private citizens and entrepreneurs will find
themselves less dependent on the arbitrary largesse of the state when they wish to turn their
entrepreneurial ideas into economic reality. Freedom to innovate and grow and create wealth
will become more dependent on the power of individual ideas and less dependent on individual
connections to those with power in the Chinese government.

Example 4: Freer Flow Of Information Through The Internet & Teleconimunications

Perhaps the most liberating aspect of WTO accession is its potentlal 1mpact on China’s:
state-dominated telecommunications and Internet sectors.



- Ideas cannot be shared without the basic tools of communication. Only 12 percent of
households in China now have telephones — a number expected to grow to 22 percent by 2003.
And each year over the past few years, China has installed enough phone lines to replace
networks the size of Pacific Bell. The number of Chinese [nternet users is also exploding. At
the beginning of last year, there were approximately 2'million subscrrbers - W 1th1n the next yedr
-.industry analysts predrct over 20 million subscribers. A :

" This growth will be dramatically fueled by the foreign investment in China’s
telecommunications sector made possible for the first time ever by the WTO.accession
agreement. This will be a boom for the American'economy and for U.S. companies who have
competitive advantages in these areas and in addition, remove Chinese government rules
forbidding domestic firms from formngomt ventures with American companies to provide such
services. »

How will the WTO Agreement enhance people s abrlrty to communicate? It wrll make
the tools of communication cheaper, better, more reliable, and more widely available. [t will
mean Chinese citizens do not have to go to a government-owned and controlled entity to get
telephones or telephone service. [t will mean that when a U.S. firm installs an intra-office e-mail
in its office in China, a Chinese employee can be in daily touch not only with his colleagues in
China, but also with potentially thousands of employees here in the United States. [t will mean
that American and other foreign companies will for the first time ever be able to invest in and
provide telecommunications services directly to China’s citizens,

~ Even today, Chinese citizens can increasingly communicate with each other in real time,
in ways and in such volume that no amount of censorship and monitoring can control or turn
back. Because of this agreement, an individual Chinese citizen, with a few clicks of a mouse,
~will be able to send and receive far greater amounts of information to more people than was ever
dreamed of only a short time ago. No longer dependent on the state for all information, Chinese
citizens will be equipped with the means and instruments to communicate, with increasing ability
to share ideas with each other directly or with the world outside.

There is no question that some in China’s leadership are nervous about this new-found
freedom. Only a few weéeks ago, new regulatrons seeking to restrict the flow of information on
the internet were announced under the guise of encryption. While some may-lament that this
decision could retard China’s development, in truth this action simply underscores the inherent
futility of the Chinese government’s efforts to stuff the genie of information back in the bottle.
“There is no preventing the inevitability that increased access to the tools of information will lead
to the spread of uncensored and uncontrolled dlscussmn /ideas; and mformatron in Chlna

Conclusion: This Agreernent Will_Move Reform ForWard' in China

In no way should it be suggested that reforms and progress in China will come easy, be
straightforward, or come without interruptions or setbacks. We should not underestimate the -



difficulty for China in implementing these reforms or traversing the rocky terrain ahead. China's
destiny will follow neither a straight line nor a precise timetable.

None of the provisions in the WTO agreement are a silver bullet -- all of them combined
are not a massive silver bullet. None replesent an easy road to progress free from setbacks and
. contradictions.

As the President has said, no one can be sure the path China will choose for itself. But no
one also can escape the responsibility to answer the question of which way this agreement is
most likely to move freedom in China. If this agreement in any way helps lock in and accelerate
economic liberalization in China, 1f it in any way moves towards forcing government decision-
making into the sunlight, if it works to allow more capital to flow more freely to more Chmese
entrepreneurs, if it increases free contact between the Chinese people and foreign .
busmesspeople if it encourages new ideas and information through the internet, the questlon we
must answer is: is this agreement more likely or less likely to increase economic freedom and
press reform in the right direction? I believe the answer is yes.

., Freedom is contagrous And the more freedom that any people experience, the more it
takes root in their societies and the more momentum there is for reform

While the increase in economic freedom has not always been an automatic recipe for
promoting political freedom throughout the.globe, one has to determine that it is usually moves
political reform in the right direction. Certainly, our own country is based on the foundation that
economic ﬁeedom and pohtlcal freedom remforce each other.

This can’t be a reason, however, to simply sit back and hope China’s WTQ accession is
a solution.or the only answer. All of us need to continue to press for greater human rights and
greater respect for labor rights with force and determination. -

Our companies need to live up to their words-and take every step, use ull their initiative,
to promote change in China. The American Chamber of Commerce’s paper on human rights
states that “[tJhe American approach to doing business and to corporate responsibility can and
does foster positive change in China...We empower our employees to take initiative and give
them a voice on how to do things. They in turn convey these values to their families and ‘
associates. We introduce high standards of worker health and safety as well as environmental
protection.” :

These are the commitments of our private sector doing business in China, and we should
have every expectation that they will follow through We should be strong in‘ encouragmg and
expectmg them to do so.

N

In the end, as I said before, in any policy issue one has to not simply ask, how dire is the
situation -- whether you’re talking about a children’s health issue or the situation of labor and
human rights in China. The question is about whether the policy decision to be made is likely to
improve the situation, or make it worse. '



In the words of Li Ke, former Chinese editor of the democratic journal Fangfa: “For so
many years of China’s reform and opening, areas couldn’t be opened and remained state
- monopolies. But if the economic monopolies can be broken, controls in.other areas can have
breakthroughs as well. These breakthroughs won’t nec.essarily‘happen soon. But in the final -
“analysis, in the minds of ordinary people, it will show that breakthroughs that were impossible in

the past are indeed possible.”

Thank you.. ’'m happy to take questions.
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Last fall, as many of you know, Am(érrica signed an agreement to bring China into the World
Trade Organization on terms that will open its market to American products. When China
concludes similar agreements with other countries, it will join the WTO. But for us to benefit
from China’s entry, we must first grant it Permanent Normal Trade Relations status, which is the
same arrangement we have given to other countries in the WTO Today, I am submitting
legislation to the Congress that will do just that. Iurge the Congress to act as soon as possible.

Let me be clear: the Congress will not be voting on whether China will join the WTO; f}g
Congress can only decide whether the United States will share in the economic benefits” A vote

against PNTR will cost America jobs; it-wrtatse-eest-AnrerfcaOPPOTtumty as our competitors in

Europe, Asia, and elsewhere capture Chinese markets that we would otherwise have served.

At the same time, Members of Congress want to know why our underlying decision to let China
into the WTO is not only in America's economic interest, but in our overall national interest. I#
4 t € at s represents the most significant step we have taken to create

positive change in China sinc%'ﬁr%t%ent Nixon first went to China nearly three decades ago.

This is our choice to make, and I'm going to work as hard as I can to encourage Americans to

embrace that choice. |
(he. S

For a long time now, Amrericans lave debated our relationship with China, partly because our
perceptions of China keep changing. "I"I‘ldtgg 3%1}1 1900s, most Americans saw China either
through the eyes of traders seeking to win markets, or missionaries seeking to win hearts.
During World War II, China was our ally. During the Korean War, it was our adversary. At the
dawn of the Cold War, when I was growing up, it was a cudgel in a political battle — who lost
China? Later, it was a counterweight to the Soviet Union. Now, in some people's eyes it's a
caricature: either the next great capitalist tiger with the biggest market in the world, or the
world’s last great communist dragon and a threat to stability in Asia -- the land-of-a-briien,

GUStOTITETS, or the lamd-esa.hillionprisaners...



Our changing perceptions of Chyna only superficially reflected the profound changes that have
taken place within China — the fali¢n dynasties, foreign invasipns, civil wars\cruel famines, a
communist revolution, an industrial Yeyolution, and now the bemning of a market revolution.

But through all this upheaval, there has been one constant: America's stake -- our profound
national interest -- in the outcome. For 30 years, every American President, without regard to
party, has worked for a China that contributes to the stability, not the instability, of Asia; that is
open to the world; that upholds the rule of law at home and abroad. There is a simple reason.
We are a nation that has fought three wars in Asia in the 20" Century. We have a strong stake in
Asian peace and stability. We are also a nation that cherishes liberty and believes that if people
are free to make their own choices, the world will be a safer and more prosperous place.

The path China takes is China’s choice. We can’t control it. But we can control the choices we
make. We can work to pull China in the right direction; or we can turn our backs and almost
certainly push it in the wrong direction. This WTO agreement will move China in the right
direction, and advance the goals America has worked for in China the past 30 years. 1 want to
talk today about how and why.

Eco_m,m:‘(a”

seeement is the trade equivalent of a one-
way street. It requires Chma to open 1ts markets to our products and services in unprecedented -
new ways; we simply agree to maintain the market access that we already give to China. It does
not change our tariffs one bit. With more than a billion people — over one-fifth of the world’s
population -- China is the biggest potential market in the world, and under China’s WTO
accession agreement, America will gain unprecedented access to it.

Chinese tariffs, from telecommunications products to automobiles to agriculture, will fall by half
or more over five years. For the first time, our companies will be able to sell and distribute
products in China made by workers here in America, without being forced to relocate _
manufacturing to China, sell through the Chinese government, or transfer valuable technology.
We'll be able to export products without exporting jobs. Meanwhile, we'll get valuable new
safeguards against any surges of imports from China. We are already preparing for the largest
enforcement effort ever given to a trade agreement. -

If the Congress passes PNTR, then we reap these rewards. If Congress rejects it, then our
competitors do. I will say this again, because we must understand the conséquences of saying
no: if we don't sell our products to China, some other country will, and we will spend the next
twenty years wondering why we handed over the benefits we negotiated to o%‘ competitors.

S °
Of course, we are going to continue our efforts not just to expand trade, but to expand it in a way
that reinforces our fundamental values. Trade must not be a race to the bottom — whether we’re
talking about child labor, basic working conditions, or environmental protection. The more we
hunker down and refuse to devote time to these issues, the more we are going to fuel the fires of
protectionism, net-patthesmqut. That’s why we will continue our efforts to make the WTO
itself more open, transparent, and part101patory, and to elevate the consideration of labor and
environmental issues in trade.
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-orpurely economic groumdssthe.China WTO agreement is a win-wimr Most of its critics don't

seriously question that. They are more likely to say: China is a growing threat to Taiwan and its
neighbors, and we shouldn’t strengthen it. Or, China violates labor rights and human rights, and
we shouldn’t reward it. Or, China is a dangerous proliferator, and we shouldn’t empower it.
And most of their concerns are absolutely legitimate.

- Those of us who support the China WTO agreement are fully aware of Beijing’s actions. China
is a one-party state that does not tolerate opposition. It denies its citizens fundamental rights of
free speech and religious expression.” It defines its interests in the world in ways sometimes at
odds with our own. But the question is not simply whether we approve or disapprove of China’s
practices. The question is, what can we do to improve them?

This is not a trade-off between economic rights and human rights, or economic security and-

national security. These are false choices. Membership in the WTO won’t create a free society

in China overnight, or guarantee that China will play by global rules. But over time, we believe

it’s going to move China faster and further in the right direction. € faja! Y do Mewe An wj P )

To understand how, it’s important to understand why China is willing to do what it has
" undertaken in this agreement. Why they are doing this is as important as what they are doing.

Over the past 20 years, China has made great progress in building a new economy, lifting more
than 200 million people out of absolute poverty. It is linking so many people through its efforts
to build a new communications network that is it adding the equivalent of a new Baby Bell every
year. Nationwide, China has seen the emergence of more than one million nonprofit and social
organizations, and a 2,500 percent explosion of print and broadcast media.

But its system is still plagued by Eorruption. Its economy is not creating jobs fast enough to
meet the needs of its people. Only about one-third of its economy is private enterprise. And
nearly 60 percent of its investment and 80 percent of all business lending is directed toward
state-owned dinosaurs that are least likely to survive in the global economy. Much of China’s
economy today still operates under the old theory that if they had just shoveled coal into the
furnaces faster, the Titanic would have stayed afloat.

It's ironic: many Americans are legitimately concerned about the danger a strong and successful
China could pose to us in the 21* century. But the danger of a weak China, beset by internal
chaos and disintegration is also real, and China's leaders know it. So they face a dilemma: they
realize that if they open China’s market to global competition, they risk unleashing forces
beyond their control — temporary unemployment, social unrest, and greater demands for
freedom. But they also know that without competition from the outside, China will not be able
to attract investment or build world-class industries that can survive in the global economy.

With this agreement, China has chosen reform, despite the risks. It has chosen to overcome a
great wall of suspicion and insecurity and engage the rest of the world. The question for
America is: do we want to play a constructive role in encouraging that? Or do we want to reject
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China’s choice, and become bystanders as the rest of the world rushes in? I think that would be
a mistake of historic proportions.

When I see this debate about China going on in our country, I remind people that the Chinese are
engaged a debate about us. Not just China's leaders, but many of China's people believe we

don’t want their country to assume a respected place in the world. If China joins the WTO and
we turn our backs, many Chinese will see this as an American vote for failure in China.

I am telling you, everything I have ever leamed in-my life, and everything I have learned about
China, convinces me that we have a far greater chance of influencing China's actions if we bring
it into the world than if we shut it out.

Under this agreement, some of China’s most important decisions, for the first time, will be
subject to the review of an international body. China is conceding that its actions are subject to
international rules and binding dispute settlement by an international body. Opponents say that
doesn’t matter; China will just break its promises. But if it does, we’re still better off, because its
actions will be subject to rules embraced, judgments passed and enforced by 135 nations.

But the change this agreement can bring from the outside-in is nothing compared to the change it
can bring from the inside-out. By joining the WTO, China is not simply agreeing to import
more of our products; it is agreeing to import one of democracy’s most cherished principles:
economic freedom. The more China liberalizes its economy, the more fully it will liberate the
potential of its people -- their initiative, their imagination, their spirit of enterprise. And when
individuals have the power not just to dream but to realize those dreams, they will demand a
greater say.

Already, more and more, China’s best and brightest are starting their own companies, or seeking
jobs with foreign-owned companies -- where they generally get higher pay, more respect, and a
better work environment. In fits and starts, for the first time, China may become a society where
people get ahead based on what they know rather than who they know. Chinese firms are
realizing that unless they treat employees with respect, they will lose out in the competition for
top talent. This process will only accelerate as China joins the WTO, and we should encourage
it, because it will lift standards for Chinese workers -- and their expectations.

But there is something even more revolutionary at work here. By taking this step, by lowering

the barriers that protect its state-owned industries, China is speeding a process that is removing

government from vast areas of its people hves In important ways, this step will take the
Ccommand and control out of communism.

In the past, virtually every Chinese citizen woke up in an apartment or house owned by the
government, went to work in a factory or farm run by the government, read newspapers
published by the government. State-run workplaces also operated the schools where they sent
their children, the clinics where they received health care, and the stores where they bought
food.



5
That system was a big source of the Communist Party’s power. Now people are leaving those
firms, and when China joins the WTO, they will leave them faster. The Chinese government
will no longer be everyone's employer, landlord, shopkeeper and nanny rolled into one. It will
have fewer instruments to control people’s lives. And that may lead to profound change.

A few weeks ago, the Washington Post had a good story about the impact of these changes in the
city of Shenyang in China. Since 1949, most of the people of Shenyang have worked in massive
state-run industries. But as these old factories and mills shut down, people are losing their jobs -

- and their benefits. Last year, Beijing announced that it was going to be awarding bonus checks

to Chinese citizens to celebrate China’s 50" anniversary under communism. But Shenyang

didn’t have the money to pay, which sparked a massive protest. So to ease tensions, the local
government has given the people a say in how the city is run. On a limited basis, citizens now
have the right to vote in local elections. It’s not exactly democracy, because the Party still puts

up the candidates, and decides who can vote. But it’s a first step. And it’s not just happening in
Shenyang. Local elections are now held in the vast majority of the country’s 900,000 villages.

When asked why, one Party official in Shenyang said: -"This is the beginning of a process. We
realized that in order to improve social control, we have got to let the masses have a say.” But
the genie of freedom will not go back in the bottle. As Earl Warren once said: "Liberty is the
most contagious force in the world."

And how will liberty spread, in this new century? In the information age, liberty is carried in
part by cell phone; it is conducted by cable modem. China's information infrastructure is
growing fast. In the past year, the number of Internet addresses in China more than quadrupled
from two million to nine million. This year, the number is expected to grow to 20 million.
Now, project that rate of growth onto a country that has 1.2 billion people.

When China joins the WTO, by 2005, it will eliminate its tariffs on information technology
products — making the tools of communication even cheaper, better, and more widely available.
We know how much the Internet has changed America -- and we are already an open socnety
Just imagine how much it could change China.

Tk
There is no question China has been trying to crack down on the Internet. Well, good luc
this information age, cracking down on the Internet is like trying to nail Jello to the wall. Tt Just
proves how real these changes are and how they threaten the status quo. It's not an argument for
slowing down the effort to bring China into the world, but for accelerating it. .

I think China is going to learn what every other nation is learning as we embrace this
knowledge-based economy: you can’t expect people to be innovative economically while being
stifled politically. Bringing China into the WTO doesn’t guarantee it will choose political
reform. But accelerating the process of economic change will force China to confront that
choice sooner, and it will make the imperative for the right choice far stronger. And again, if
China is willing to take this risk, how could we possibly turn our backs?

Let’s be clear: this is not, by itself, a human rights policy for the United States. Change will
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only come through a combination of internal pressure and external validation of China’s human
rights struggle. And we must maintain our leadership in the latter, even as the WTO agreement
contributes to the former. That’s why we sanctioned China under the International Religious
Freedom Act last year. It is why we are again sponsoring a resolution in the UN Human Rights
Commission condemning China’s human rights record. We will continue to press China to
respect global norms on non-proliferation.

And we must continue to reject the use of force as a means to resolve the Taiwan question,
making absolutely clear that the issues between Beijing and Taiwan must be resolved peacefully
and with the assent of the people of Taiwan. There must be a shift from threats to dialogue

“across the Taiwan Straight. We will continue to encourage both sides to seize this opportunity
after the Taiwan election and avoid the risk of direct confrontation.

In other words, we must and will continue to defend our interests and our ideals with candor and
consistency. But we will not and cannot do so by isolating China from the very forces most
likely to change it. If we did that, it would be a gift to the hard-liners in China’s government
who don’t want their country to be part of the world. Keep in mind: These are the same people
most eager to settle differences with Taiwan by force. The same people most threatened by our
alliances with Japan and South Korea. The same people who would like to keep the Chinese
military in the business of selling dangerous technologies around the world. The same people
whose first instinct in the face of opposition is to throw people in prison.

Voting against PNTR won't free a single prisoner in China, or create a single job in America, or
reassure a single American ally in Asia. It would simply empower the most rigid, anti-
democratic elements in the Chinese government. It would leave the Chinese people with less
access to information, less contact with the democratic world, more resistance from their
government to outside ideas. Our friends and allies would wonder why, after 30 years of
pushing China in the right direction, we turned our backs now.

I find it encouraging that the people with the greatest interest in seeing China change agree with
that. The people of Taiwan agree. Despite all the tensions they have had with Beijing, they are
doing everything they can to cement their economic ties with the mainland, and they want to see
China in the WTO. The people of Hong Kong agree. Irecently received a letter from Martin
Lee, the leader of Hong Kong’s Democratic Party. He has spent his life struggling for free
elections and free expression for his people. And he wrote to me that this agreement “represents
the best long-term hope for China to become a member of good standing of the international
community . . . We fear that should ratification fail . . . any hope for the political and legal
reform process would also recede.” Martin Lee wants us to vote in favor of PNTR.

Most of the evangelicals I know who have missions in China also want China in the WTO
because they know that it will encourage freedom of thought and more contact with the outside
world. Many of the people who have paid the greatest price under Chinese repression agree, too.
Ren Wanding is one of the fathers of the Chinese human rights movement. In the late 1970s, he
was thrown in prison for founding the China Human Rights League. In the 1980s, he helped
lead the demonstrations at Tiananmen Square. In the 1990s, he was thrown in prison again. Yet,
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he says of this deal: “before, the sky was black, now it is light. This can be a new beginning.”
For these people, fighting for freedom in China is not an academic exercise or a legislative
debate, it is their life’s work. They are telling us that this is the right thing to do.

If you believe in a future of greater openness and freedom for the people of China; you should
be for this agreement. If you believe in a future of greater prosperity for the American people,
you should be for this agreement. If you believe in a future of peace and security for Asia and
the world, you should be for this agreement. This is the right thing to do. It is a historic
opportunity. And I am going to work as hard as I can to convince Congress and the American
people that America should embrace it, and lead the world to do the same. Thank you.



