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CHAPTER 4

5]

THE NEW
CHINA LOBBY

FOR AMERICAN CORPORATE executives who wanted to reap
the fabled profits of business with China, it had never been easy.
Eager Chinese officials would tell them, “Let’s deal.” But often
the deals ran into postponements that went on for years, as the
company provided answers to innumerable questions, turned
over technical specifications, and saw promised tax abatements
and import-duty waivers granted and then suddenly withdrawn.
Some lucrative deals were nonetheless made, but in the first
months of 1994, American business was inking agreements with
China at a faster pace than had been seen before, or has been seen
since. These early months of 1994, as we have pointed out, were
the time when the Clinton administration was threatening to
cancel China’s most-favored-nation trading status, and the Chi-
nese had figured out a way to stop him with an economic offen-
sive aimed at enlisting American corporate support on behalf of
China. And so:

In January 1994, China floated a total of $1 billion in bonds in
American financial markets, or, as Reuters reported, China was
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“finishing the last leg of its roadshow in the United States,” or-
ganized by “its lead underwriter Merrill Lynch Capital Markets.™

In February, the Ford Motor Company was deep in talks with
China regarding joint ventures in that country for component-
part manufacturing and possible entire-vehicle assembly. “China
is of major importance to us,” a Ford executive said, “and the es-
tablishment of this organization [Ford China Operations, whose
formation was announced at that time] demonstrates our serious
intention to be a key player in the development of the Chinese
automotive industry.”

In April, the Chinese held up the prospect of billions of dol-
lars worth of deals that drew seven hundred businesspeople
from three hundred American corporations to Chinese “trade
and investment fairs” in New York and Los Angeles. The Chi-
nese later claimed that they had signed contracts and agreements
worth $11.1 billion with American companies.

Also in April, Chinese officials in Shanghai hosted senior ex-
ccutives from Time Warner, Inc., and discussed a joint endeavor
to open an amusement park in China. On April 28, Vice Premier
Zou Jiahua journeyed to AT&T’s offices in New Jersey to sign
contracts that were expected to generate more than $500 million
for the company.

A few days later, IBM revealed that it had reached several
agreements with China, including joint-venture agreements.
[BM chairman Louis V. Gerstner Jr. had visited China in March
to negotiate with senior Chinese officials. )

In May, The Wall Street Journal reported that Boeing was
“within weeks” of completing a $5 billion sale of commercial jet-
liners to China. For weeks, Boeing executives had been openly
pushing for continuation of China’s most-favored-nation status.*

Not so coincidentally, shortly before that, in carly May, the
then Speaker of the House, Tom Foley, broke publicly with his
fellow Democrat in the White House, saying Clinton shouldn’t
link trade with human rights. “It’s very public and challenging
and confrontational,” he said. Foley represented the Spokane
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area of Washington State, the home of Boeing. Indeed, there are
no China critics in the congressional delegation from Wash-
ington State.

The day after Clintons announcement, Kentucky Fried
Chicken president John Cranor announced in Shanghai that the
fast-food chain would invest $200 million in China over the fol-
lowing four years, and he explicitly linked the investment deci-
sion to Clinton’s announcement: “By permanently delinking
human rights and economic investment, President Clinton has
removed uncertainty from our China business.”™

While many congressmen reflected the pro-China stance of
companies in their home states, other key political leaders re-
ceived delegations from China who impressed them with the po-
tential economic benefits of a cordial relationship between the
two countries. New York governor Mario Cuomo signed a
framework agreement in April 1994 to facilitate high-technology
exports to China by corporations in his state. A senior state offi-
cial responsible for promoting exports said at the time: “They are
the ones who approached us. They made several overtures.”
Cuomo’s announcement made clear that he wanted Clinton not
just to delink MFN from human rights but to extend it uncon-
ditionally to China.® ‘

The Chinese even sent lobbying delegations to the federal
government itself after accurately discerning a split in the Clin-
ton administration between the human rights promoters at the
State Department and the business-first elements elsewhere in
the government. In mid-April, Commerce Secretary Ron Brown
signed an agreement with visiting Foreign Trade Minister Wu Yi
to establish permanent working groups for bilateral trade and in-
vestment. Acting as Madame Wu’s host and promoter in all but
name was the U.S.—China Business Council, composed of com-
panies with business interests in China who were at the same
time pressing strenuously for a continuation of Chinas MFN
status. At a luncheon at the council, attended by fifty Chinese of-
ficials, Madame Wu spoke tantalizingly before the two hundred
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businessmen present with prospects of huge profits for American
investors in capital- and technology-intensive projects.”

Only one voice in the business community sounded a differ-
ent note. Levi Strauss & Co. had announced in the spring of
1993 that it would no longer do business in China because of
China’s “pervasive violation of human rights.” It stopped pur-
chasing about $50 million annually in trousers and shirts from
Chinese contractors. However, it neatly avoided sacrificing its

main source of potential profit: it conceded that it would con-

tinue allowing its distributor Jardine Marketing Services to sell
its prized jeans in China.®

As the campaign for delinkage, skillfully, subtly orchestrated
by China, turned into a juggernaut by late April 1994, Winston
Lord jettisoned the approach to China that he had championed
until chen. In a letter he wrote to Secretary of State Christopher
that was promptly leaked to the press, Lord declared, in effect,
that the policy he had fostered—of making trade benefits for
China contingent on its human rights record—was a failure. In-
deed it was: on May 26, a chastened Bill Clinton declared that
he would extend China’s most-favored-nation trading status
without regard to China’s human rights record, thereby marking
one of the most complete turnabouts in recent American diplo-
matic history. After months of intensive effort, China had won a
complete victory over the United States on human rights, a vic-
tory that was crowned two years later by the 1996 invitation to
Beijing’s previously spurned top leader to make an exchange of
state visits with Clinton in 1997.

ALL countRriEgs of course strive to influence public opinion
and policy making in the United States. Still, there are four spe-
cial characteristics to Chinese lobbying and public relations cam-
paigning in the United States that, taken together, make it
different from these efforts by other countries.

One of them, the most important, is that China is in so many
ways an adversary, a dictatorship, an emerging superpower
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whose interests are at odds with those of the United States. Sec-
ond is the ferocity of China’s efforts to influence American ac-
tions, the tone of virulent aggrievement with which it greets
disagreement, and the breadth of its activities in the United
States, which include not just propaganda, threats, and bluster,
along with intense private lobbying, but also efforts to buy or
steal technology and transfer it to China. (More on this subject
later.) Third, an extremely influential group of American former
high officials have come to dominate the public debate about
China even as they profit from the policies that they advocate.
And finally, China has used to great effect the threat of economic
warfare to enlist behind it one of the broadest business efforts to
influence national policy in all of American history.

In the background of most of these efforts is the lure of profit
and the concomitant threat to deny profit if China does not have
its way. When Prime Minister Li Peng punished Boeing and
bought $1.5 billion worth of Airbus Industrie Airplanes in 1996,
he couldnt have been more explicit as to the reason. He praised
European leaders because “they do not attach political strings to
cooperation with China, unlike the Americans who arbitrarily
resort to the threat of sanctions or the use of sanctions.” The
irony is that China itself has effectively used sanctions, or overt
promises of economic benefits or threats of economic punish-
ment, as means of exerting pressure on the American govern-
ment, even as it issues dire warnings against the United States’s
doing the same thing, warnings that are repeated in vociferous
tones by the businessmen who stand to suffer from Chinese
sanctions. The members of what has come to be a powerful new
China lobby never acknowledge that it is precisely the linking of
economics and politics, the granting and the withholding of
profits, that has made China’s policy toward the United States so
remarkably effective.

With the important exception of strong congressional support
for defending Taiwan against Chinese military intimidation—
arms sales have continued despite strong Chinese protests—
China’s multifarious lobbying activities have been very successful.
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China in particular has managed to force Washington to back
down on practically every threat to take action against China for
some violation of international norms. Some might cite another
exception, having to do with American willingness to impose
sanctions on China for the pirating of music CDs, movie videos,
and computer software. But, in fact, despite renewed Chinese
promises to crack down in this marter, the signs by mid-1996
were that the billion-dollar pirating industry, well protected by
powerful figures in the provinces and in the army, was continu-
ing to thrive.

In any case, on all of the various questions regarding human
rights (the Clinton administration in 1994 said that there were
seven specific categories, including treatment of Tibet), on poi-
son gas shipments to Iran, on missile sales to Syria and Pakistan,
on nuclear help to Iran and Pakistan, and on trade practices that,
as we will see in the next chapter, are aimed at maximizing tech-
nology transfers to China and the trade deficit in its favor, the
United States has threatened and blustered but in the end raken
very little real action. There are many reasons for this, but one of
the most important is the effectiveness of what could be called
the New China Lobby, a multifaceted, loosely correlated net-
work actively encouraged and manipulated by China mainly by
promising or withholding money.

“One of our biggest problems in China is that our friends in
Europe and Japan hold our coats while we take on the Chinese,
and they gobble up the contracts,” a frustrated Winston Lord
said, acknowledging the failure of American efforts to force
China to halt arms sales to American enemies and to respect its
trade commitments.® Another senior official told staffers of Risk
Report, a newsletter on arms proliferation, “We havent really
been tough on the Chinese. They pay lip service to the rules, but
they still violate them—sometimes blatantly. The reason we are
looking the other way is market potential.”™

The New China Lobby, though based largely on money, is not
based only on money. It also has to do with access, which in cer-
tain circles leads to the deals that translate into money.

The New China Lobby 1Y

The Chinese for decades have had a word for this: guan-xi
(pronounced GwaN-she), which means “relationship” or “con-
nection.” If somebody has guan-xi, it means that he has an ad-
vantage. Among the Chinese themselves, this might be because
he has a friend or a relative in the right place—the party secre-
tary of the best local school or the head of the neighborhood
committee who assigns available apartments or the assistant to
the provincial government who controls licenses to create joint
foreign-Chinese companies with the right to send hard currency
abroad. If you are a foreigner, your guan-xi might involve your
friendship with Rong Yiren, who is the chairman of the China
International Trust and Investment Corporation (CITIC),
China’s state-run merchant bank, or with Jiang Zemin himself.

A related expression, commonly used in China since the
country was taken over by a Communist bureaucracy (but with
its roots in imperial China), is zou-hou-men, literally “go the
back door.” The phrase expresses the realistically cynical view
that qualifications, skill, and the lower price mean less in China
than the ability to skirt the official rules and to slip into the
Palace of Power via the rear entrance.

Foreigners able to carry out special activities in China have
long benefited when they have had guan-xi. In the 1950s and
1960s, for example, foreign access to China was reserved almost
exclusively for a small group of foreign writers and journalists
who were designated “friends of China”—translation: propagan-
dists for the Communist revolution. The Eurasian novelist Han
Suyin, a Swiss citizen, was one of these “friends.” Another was
Edgar Snow, for years one of the very few American citizens who
could go to China and, while he was there, enter the holy of
holies, the meeting room where Chairman Mao mert with for-
eign guests. There were others: the American journalists Agnes
Smedley and Anna Louise Strong, the New Zealand writer Rewi
Alley, the Australian Communist Wilfred Burchett, the French
novelist and, later, minister of culture André Malraux. With a
couple of exceptions (like Malraux), almost all of these people
had access to China because of their status as “friends,” a status
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that could easily be revoked if they engaged in “unfriendly” be-
havior, like telling the truth about the ongoing power struggle,
or about the cult of personality around Mao, or the misery
brought about by the Maoist version of voodoo economics. Peo-
ple like Han Suyin glowed with admiration for one man in
power only to have to condemn that person a few months later
and glow with admiration for somebody else who had until then
been officially designated a class enemy, a capitalist roader, a
black hand of the running dogs of American imperialism, a freak
and a monster.

The “friends of China” wrote and spoke about China the way
Chinese officials wanted to be written and spoken about. They
did this because they actually believed what they said or, if a
more cynical interpretation of this behavior is correct, because
they needed to protect their guan-xi, their access to Beijing’s bu-
reaucratic pinnacle. Whatever the case, China itself skillfully cre-
ated an exclusive club of supporters, rewarding them with visas,
with travel permits, with meetings inside Zhongnanhai, the
walled annex to the old Forbidden City, where Mao and the
other revolutionary progenitors lived and worked. When some
specially invited guest betrayed the leadership’s hospirality, that
person would be denounced as a villain and a scoundrel and held
up as an example for others.

Such was the case of the Italian filmmaker Michelangelo An-
tonioni, a member of the Italian Communist Party who was al-
lowed to film a documentary in China in 1972. When the
resulting film, China Is Near, showed the Chinese the way they
actually were, rather than as heroic figures in a revolutionary
tableau, a campaign of vituperation was waged against him that
lasted for months. Edgar Snow by contrast made a film about the
building of a bridge across the Yangtze River that would not en-
danger his next visa. More recently, when Mao’s former doctor,
Li Zhisui, wrote memoirs that vividly described Mao as a cruel
tyrant and a lecher, the doctor, who was living in the United
States, was denounced as a liar, as was Columbia University pro-
fessor Andrew Nathan, who wrote a foreword to Dr. Li’s volume.
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American scholars and writers who have publicly criticized
the Chinese leadership for human rights violations have been de-
nied visas to visit the country or made to enlist the support of fa-
mous Americans in a virtual publicity campaign before the visa
is granted. Orville Schell, the Chinese-speaking author of several
books on China, has had troubles along those lines since the
early 1990s—r0 doubt because of his association with Human
Rights Watch. In August 1996, Perry Link, a leading scholar of
Chinese literature who teaches at Princeton University, was de-
tained overnight in a hotel room and then flown out of the coun-
try the next morning. Four Public Security Bureau officers took
turns sleeping in the bed next to Link’s, he reported. “They cut
the telephone line in the room so I couldn’t call my friends in
Beijing who were waiting for me,” he said.” Similarly, another
well-known China expert, Ross Terrill, who over the years has
written more and more critically of China’s human rights poli-
cies and has befriended dissidents, has found his visa applica-
tions turned down. The Australian-born Terrill, who, like Schell
and Link, speaks very good Chinese, is an interesting case, be-
cause in the early 1970s when China was just starting its open-
ing-up to the West, he wrote favorably of Mao’s China and
benefited from special access of the sort normally reserved for
“friends of China.” But he was refused a visa in 1995 when he was
assigned by National Geographic to do an article on the Yangtze
River gorges. He was turned down again in 1996 when, once
again, National Geographic commissioned him to write an arti-
cle, this time about Hong Kong and its connections with
Guangzhou. Still later, he was invited by the Chinese Academy
of Social Sciences to attend a conference in Beijing on Mao’s po-
etry. He sent the letter of invitation and a visa application to the
Chinese consulate in New York. After a delay, he received a
handwritten note on plain, nonletterhead stationery informing
him that he needed another letter from his host in China, but by
that time the conference had already begun.

“They clearly are not above refusing visas as a punishment for
people who do not toe the ideological line on certain key issues,”
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Schell wrote. “By and large, I think they are quite successful at
this. There is indeed an intimidation factor that makes many
watch what they say out of fear that they will become persona
non grata. But this is something we are already acquainted with
in the Party’s treatment of its own intellectuals. The threat of os-
tracism is powerful, not less so for foreign journalists and writers
who depend on access to China to make their livings.™

There is a contingent of a half dozen or so senior scholars of
China whose careers have flourished, in part because of their
skills as analysts but also in part because they have been granted
access at a high level in China. They consult informally at the
White House, escort American corporate or political bigwigs on
trips to China, and write scholarly analyses of Chinese politics.
These academic specialists bear only a glancing similarity to the
likes of Han Suyin or Edgar Snow, who were straightforward
apologists for the Chinese regime at a time when it was most dic-
tatorial and brutal. But given the nature of the Chinese govern-
ment, today’s academic experts face the prospect that they will be
cut off if they offend the Chinese on certain subjects. It would
be unfair to say that Beijing requires flattery from American
scholars in exchange for access. China’s leaders are more sophis-
ticated than that. The political scientists who maintain excellent
contacts with Chinese officialdom also learn how China’s leaders
think about issues, and that is valuable knowledge. They write
useful articles on Chinese politics. But on certain subjects, like
the reputation of Chairman Mao or the questions of human
rights, China’s military intimidation of Taiwan, and Chinese
control over Tibet, it is best either to flatter or to remain silent.
Beijing pays close attention. Those who play by China’s rules
continue to meet with vice premiers in Beijing’s Great Hall of
the People. Those who don’t, don'.

TuaT GENERAL RULE applies more strictly to the world of
business than to any other, and here the Chinese have been
masterful in using access to influence American policy. Among
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the remarkable aspects of this Chinese success is the way in
which a politics of accommodation has been urged on the pub- -
lic and the government by the very people most likely to profit
from accommodation.

It works like this: Former government officials—the most
conspicuous of whom in this regard are former secretaries of
state Henry Kissinger and Alexander M. Haig Jr. but include
others like former deputy secretary of state Laurence Eagleburger
and former national security adviser Brent Scowcroft—become
counselors to companies doing business in China. The job of a
counselor is to give advice. But in China, where business enter-
prise and the licenses needed to do business are controlled by a
self-interested and self-perpetuating political elite, a crucial role
of outside advisers is to make contacts with that elite.

“If a consultant wants to get a competitive contract for his
client—say, the chairman of a major American corporation—
part of the deal is that the consultant will speak out for China or
that he will deliver Congressional or media delegations to
China,” said James Lilley, a former American ambassador to Bei-
jing. The consultant knows the Chinese leaders; the American
company gets a meeting with the relevant ones; the consultant
gets paid by the corporation, and in order to solidify his all-im-
portant access to Chinese power brokers, he makes public state-
ments supporting the policies that Beijing favors. “It’s never
explicitly stated in the contract,” Lilley said, “but everyone un-
derstands the deal.”

Within a couple of days of the Tiananmen massacre in 1989,
Kissinger issued a series of statements and wrote op-ed articles
that put him squarely into the “friend of China” tradition. “I
wouldn’t do any sanctions,” Kissinger told Peter Jennings of
ABC, speaking at a time when Congress was calling for sanc-
tions, and the Bush administration was, to a limited extent,
going along with that demand.” The very day after the massacre
Kissinger’s syndicated column referred to Deng Xiaoping as “one
of the great reformers in Chinese history” and a man “who chose
a more humane and less chaotic course™ for China. In fact,






