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Programme 1

On the Question of Most Favored Nation

Bingzi,

JeKamm,

Treatment
21 st, November, 1991

Hello everyone, welcome to the program, My
guest today is John Kamm,

John Kamm is an old friend of the Chinese
people, He has been a strong advocate of
extending China’s most-favored-nation status
in the United States, and has testified five
times before Congress in support of this mea-
sure, He is a graduate of Princeton and
Harvard Universities, He has lived in Hong
Kong since 1972. He was President of the
American Chamber of Commerce in Hong
Kong in 1990 and is presently the vice presi-
dent of Occidental Chemical Corp, Mr Kamm,
you have recently decided to resign from your
position as Vice president of Occidental Chemi-
cal Corp, to devote full time to improving US
-China relations, Why have you done this ?
Well, that is a very good question, Professor
Zhang, First of all, let me say how pleased |
am to come on your program, Thank you for
that very kind introduction,

I have been working to promote US-China
relations for nearly 20 years, since I left the
United States, right after graduation from
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University, That was the year President Nixon
visited China, o

That was 1972, -

That is correct, 1972.- Since 1972 I have been
working on US-China relations, But it would
appear that over the last year or two the rela-
tionship between the two countries has been
rather strained, It has deteriorated to the
extent that there are many problems between

‘the two countries, And this troubles me a great

deal because my whole life has been devoted to
good US-China relations, My wife is Chinese
and most of my friends are Chinese in Hong
Kong, So I had to decide what I could do
beyond what I have been doing to promote the
relationship, And so after a great deal of soul
searching, a lot of thought, I decided to resign
from my position and go out on my own and
build an organisation which could help to over-
come the many-problems in the relationship,
What do you think 1s the present state of US
-China relations ?

Despite some progress resulting from Secretary
Baker’s trip, I am afraid that the relationship
is still rather strained, There is a great deal of
misunderstanding and I should even say mis-
trust on both sides, And this is evidenced in
the many problems that we are now facing, So
my own assessment is that, the relations are at
one of their lowest points, And next year of
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course is an election year in the United States,
Never in the history of American politics has
China policy been an election-year issue. I'm
afraid in 1992 it will be an election issue and
that means we will be facing some very diffi-
cult times, I am sure there will be some very
heated debates in the United States about
policies towards China, And it is very necessary
for those of us who put great stock in the
relationship to become active in trying to
resolve the differences that do exist between
the two countries,

- This is your fourth visit this year ?

Yes. this is the fourth visit since June, And
each time 1 feel that we are making some
progress, The difficulty though is that in the
United States I am afraid that in the opinion of
Congress, whatever little progress has been
made, it’s too little, too late, So I am going
to have to work even harder, After this visit to
Beijing, I plan to go back to the United States
and spend some time in Washington to get the
flavor of what the situation is there,

We are supposed to talk about MFN today,
Could you begin by explaining just what MFN
means ? _

Oh sure, MFN means most-favored-nation,
Most-favored-nation is a tariff treatment, It
is a treatment which is bilaterally given and it
provides for the lowest tariff in the tariff code,

3
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That is important to understand, the term most
-favored-nation implies that these are the
lowest tariffs, in fact, that is not the case,

Actually most-favored-nation tariffs status is
really normal trading status, If, for instance,
the United States grants a country what we call
GSP ¢ generalised system of preferences), that
establishes even lower tariffs than MFN, In

. fact, the United States has granted MFN status

to all but a mere handful of countries, I think
there are now less than ten countries that do
not have MFN, And I am afraid this is one of
the reasons for a lot of misunderstanding, In
the United States, people think that MFN is
some kind of a special deal, In fact, it is not
really special, MFN 1is just normal trading
status and it gives a country the lowest tariffs
in the tariff’s schedule, but it is possible to have
lower tariffs,

Why is it so important ?

It is very important because the difference
between the MFN tariff and the other tariff,
which is called the general tariff, is very big.
As an example, the largest Chinese export to
the United States is toys, Chinese toys account
for a very large part of the American market,
To give you some idea of the difference, for a
toy doll, if the country has MFN, then the tariff
on the doll is 6%, but without MFN the tariff
is 70%, more than ten times greater, There is
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no question that if China lost its MFN status
there would be a very sharp drop in Chinese
exports to the United States, both direct
exports and exports through Hong Kong
because, as you may know, about 70% of US
imports of Chinese goods comes through Hong
Kong. So the loss of MFN will have a very
serious impact on the Chinese economy and on
Hong Kong’s economy,

Why do members of Congress want to take
MFN away from China ? What will happen to
China, Hong Kong, and the United States if
MFN is taken away ?

Those are two questions, Let me try to answer
them in order, Let me clarify that there are
really two movements underway in Congress,
One movement is to take MFN away from
China, then there is another movement to place
conditions on the renewal of China’s MFN, I
should give a little more background on the
pProcess,

Yes, please,

Under US law, if the President wants to give
most-favored-nation to a socialist country
then he must, every year on a certain date
certify that the country practises free emigra-
tion or he must certify that by giving the coun-
try MFN he promotes the eventual goal of free
emigration, This is known as the Jackson
_Vanik Amendment to the Trade Act of 1974,

5



That is the law, So the President every year
by June 3 rd must tell Congress what his deci-
sion is, will he extend or not, Congress then
has 60 days beyond the expiration of the coun-
try’'s MFN to either support the President’s
decision or vote against it, And if the Congress
votes against the President, then the President
is able to veto or of course he can go along with
it, That is the basic situation,

Within Congress, there are two movements,
One movement is actually to take MFN away
from China, They would do that by means of
what we call a Resolution of Disapproval, Now
in 1990 the House of Representatives passed
such a resolution of disapproval by a rather
large margin, This year they passed such a
resolution of disapproval, but the margin is
much smaller, So in that sense we can see some
progress is being made, Over in the Senate
there was not even a vote taken on the Resolu-
tion of Disapproval, principally because |
believe that they would not have had a major-
ity to take MFN away, So we are seeing some
progress, However with regard to placing con-
ditions on renewal, there are, in both the House
and in the Senate, votes in favor of placing
additional conditions on Chna’s MFN,

Now y.ou ask the second question, I do not want
to go on and on here and spend all of the time,
and I give you a chance to talk, But your
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second question was, what will happen if MFN
is lost ? Well, as I just mentioned, China’s
exports will be severely affected and Hong
Kong will be badly affected as well, China
could lose somewhere between 10 and 15 billion
USD in export contracts and Hong Kong could
also suffer quite a bit, So as I am fond of
saying, there is no question but that in the short
term, China and Hong Kong will be very badly
hurt and relatively speaking, hurt more than
the United States, But what is very important
for the Americans to understand is that in
longer term, I believe the United States will be
hurt more than China, That is my own personal
opinion, I think in the short term, yes, China
will be hurt more, but if we look long term,

by cutting off normal trade with one quarter of
mankind and in our present economy where the
export sector is leading growth then I have to
think in the long term the United States will be
harmed relatively more than Hong Kong and

China. So for these reasons, I have decided to

devote all.my time and effort to maintaining
normal trade relation between the two coun-
tries,

So the MFN question this year is probably
solved already ?

Well, yes for this year, But what I think is
going to happen is that this issue will come up
again very early in 1992, Congress will go into
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recess around the time of our Thanksgiving
which is the end of November, They stay out
on recess through the Christmas holiday and
into the next year, Now when they return in
January, we will see some action, What I think
will happen is that the House of Representa-
tives and the Senate will try to merge their two
bills to place conditions on MFN, This will be
done in January or February, They will pass
this new bill and they will send it to the Presi-
dent for his signature or veto ., Now I am
confident that the President will veto and I
believe that his veto will be sustained, But
because 1992 is an election year, the pressure
on the President to accept this bill will be very
strong, And if he is in a diffcult position
because of the economy and if his popularity is
dropping, then it is going to be 'very difficult
for him to defend his China policy, That is
again where people like me come in, What we
have to be able to do is to convince Congress
that either taking MFN away or placing strict
conditions on MFN is actually the wrong thing
to do. And so that is why I am spending so
much time in China trying to resolve some of
these differences between us, So that I could
go back to Congress and explain to them what
1s going on,

What is your opinion of Secretary Baker’s visit
to China ¢ Was progress made ?
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Based on my own information, [ think some
progress was made, Progress is, however, a
relative term, What appears to be progress for
some people, does not look much like progress
to others, And in some areas, more progress
was made than in others, Some progress was
made to resolve the issue of prison-made goods
for export, The two countries seem to have
reached at least some understanding on that
issue, And it seems that some progress was

made in the area of weapon sales, In the area

of human rights, the American side’s position
is that not much progress was made, From my
point of view, being rather close to the situa-
tion, I think some progress was made,
Unfortunately in the eyes of the American
Congress, very little progress was made, So
that is how the situation stands, I think the trip
was successful in that the two countries dee-
pened the dialogue and made some progress on
issues. But clearly the visit did not resolve all
the problems, We must do a lot more to resolve
the problems between us,

Aside from MFN, what other issues might
affect China-US trade relations?

There are many issues, One issue is the trade
deficit, The American statistics indicate that
the deficit will be between 12 and 13 billion
dollars in 1991, China is the only major country
with whom we are trading where the deficit
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increased in 1990, In 1991, I think you will see
the Japanese deficit going up again too, So that
is a big issue,

Another issue is in the area of intellectual
property rights, The American side feels there
is inadequate. protection in China, This is a
very hard issue at the present time because the
United States has indicated that unless prog-

- ress is made soon, there will be sanctions
‘applied to certain Chinese exports,

So those are two big issues, what we call

“market access” and “intellectual property
rights,” Now in addition there is the issue that
I have just mentioned, prison-made goods for
export, Under US law, it is prohibited to import
goods made in prisons anywhere in the world,
not just in China, It now appears there were
some exports of these goods to the United
States, The amount does not seem to be very
big, but still it is the law, So the two govern-
ments have been working to make sure this

‘does not happen again,

Then of course there is another area of perpet-
ual concern and it is the area of textiles, There
has been government action in the United
States to clamp down on exports of Chinese
textiles above the entablished quota, And that
is a very nettlesome problem that we have to
resolve, It is also a political problem, largely
because in the southern states, the textile



