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Foreign Businessmen's Perspective on China

1. Speech by Arthur L. Kobler,
President of AT & T China Inc.
at Workshop on Foreign Direct

Investment in China”*

Beijing, August 21, 1968

I am honorad to address this distinguished audience today.

The American Chamber of Commerce has been among the most
consistent and ardent supporters of a strong bilateral relationship be-
tween the US and China. Our annual lobbying campaigns in Wash-
ington have not only informed US government leaders on the realities
of China today, but also insured the annual renewal of MFN status
for China.

* The original titlz of the speech is “Trade, Investment and the Information Age”.
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Speech by Arthur L. Kobler, President of AT & T China Inc.
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Foreign Businessmer 's Perspective on China

In the spirit of open and constructive d:alogue that President
Jiang Zemin fostered during his historic visit to the US last year and
during Presidert Clinton’s visit to China last nionth, 1 would like to
address a few concerns of the American community regarding the
business climate in China. My remarks will focus briefly on three
topics: the WTO accession talks, the emerging Knowledge
Economy, and the treatment of foreign enterprises in China.

WTO

Despite the overall success of the Clinton-Jiang summit in Bei-
jing, the failure of our two governments to make any substantial
progress on the terms of China’s accession to the WTO was a serious
disappointment to the American business community.

There is no single policy objective more important for American
business than tc see China join WTO on commercially viable terms.
For us, WTO accession represents a major litmus test of China’s
commitment to evolve a true market-driven economy.

" In the current economic recession confronting the Asia Pacific
region, it is critically important for the US and China to demonstrate
a collective visicn to lead the region out of crisis into a new era of
sustained growth. China’s steadfastness in defending the renminbi
exchange rate is a good example of such leadership. But more action
is needed. Our two governments should urgently find common
ground on a comprehensive framework for Ch:na’s integration into
the world trading system.

In order to break the current deadlock, it may be necessary for
both governments to reassess some of the assumptions and attitudes
that have guided negotiations to date. I will mention a few here.

1. On the US side, there is a need to appreciate more fully that
China is passing through the most challenging stage in the past two

4
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Foreign Businessmen’s Perspective on China

decades of its economic reform and restructuring. Furthermore, the
simultaneous reoform of the banking system, state enterprises, gov-
ernment bureaucracy and social welfare systen: is taking place in the
midst of unfavorable conditions elsewhere in the region. Therefore,
any agreement on WTO accession must be seer: by the Chinese people
as aiding, not retarding, this massive adjustment process.

2. On the Chinese side, it is iraportant tc recognize that the US
negotiating position is being driven by econom:c and commercial fac-
tors, not by political motives. As China emerges as a leader in the
global economy, it is essential for China to reach a shared under-
standing with zll of its major trading partners on the rules that gov-
ern international trade and investment.

3. Let us move away from the tedious discussion of bilateral
trade balances. The issue is not whether China’s trade surplus this
year will be US $ 30 billion or US $ 60 billion. The really crucial
issue is market access. In 1988, China’s exports to the US amounted
to US $ 8.5 billion, or 18% of China’s total 2xports to the world.
By 1997, China’s exports to the US had risen to $ 62.5 billion, or
34% of China’s total exports to the world. This is good news for the
Chinese economy; it is also good news for the American economy,
especially American consumers. These numbers reflect the openness
of the US econcmy.

However, the trend of US exports to China during the past
decade is markedly different. In dollar terms, YUJS exports rose from
US $ 5 billion t> US $ 12.8 billion. Yet as a proportion of total ex-
ports to the world, US shipments to China remained stagnant—-|ess
than 2% . This lackluster performance by US exports occurred dur-
ing a decade when China was the fastest growing economy in the

world, when US products and services had regained global competi-
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Foreign Businessmen s Perspective on China

tiveness, and when the US government had eliminated many restric-
tions on high technology exports. The inescapzble conclusion is that
US exports still face formidable barriers in entering the Chinese mar-
ket. ‘

4. WTO a:cession is often portrayed in the Chinese media as a
threat to the Chinese economy, imposing greai sacrifices and costs.
In reality, the principles of WTO are entirely consistent with the ob-
jectives of China's own economic reform program—transparency,
rule of law, open markets, competition, trade expansion. Further-
more, WTO membership would shift Chinese ‘rade disputes from a
bilateral to a multilateral arena. in effect de-politicizing trade dis-
putes. Finally, as a WTO member, China would be able to play a
key role in shaping global trade policies of the 21st century. Thus,
WTO membership would presant China with a glass that is half full,
not half empty. Changing popular perceptions toward WTO in China
should be a high priority, just as it was important last month for the
US Congress to finally change the term “Most Favored Nation”
(MFN) treatment to “Normal Trade Status” (NTS), in order to
clarify public understanding of what that annual vote is all about.

CHINA IN THE INFORMATION AGE

The most controversial aspect of the WTO negotiations concerns
trade and investraent in the services sector. Yet. ironically, it is pre-
cisely in this arex that the benefits to China of WTO membership are
most apparent.

Services—ranging from trading, retail and distribution to finan-
cial, telecom and professional—are the most undeveloped part of the
Chinese economy. The potential for stimulating productive growth
and massive job creation is virtually unlimited, given the fact that
services account for only about 30% of China’s GDP, compared to
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