"China Policy - What Next?"
Former Ambassadors Discuss the U.S. Policy on China

With Ambassador Chas. Freeman moderating, this panel, drawing on decades of experiences in the U.S. Trade Office, Department of State, and the U.S. Senate, addressed the political, economic, and social issues that will determine how the United States structures its relations with the People's Republic of China. 

Ambassador Barshefsky's first point was to urge the audience that in order to understand China's economic challenges, the context of scale must be taken into consideration. After divulging several facts on China's size, she said that "social indicators put China squarely in the developing countries camp," not unlike South Korea around 1970 and Malaysia in the early 1980s. While this may be the case, she said, China is not generally thought of as developing, and that it is "in a class by itself." 

For instance, China is the world's greatest attraction to foreign investors, recently overtaking the United States in that role, hauling in one half trillion dollars since 1979. This influx of foreign interest has changed China, Barshefsky said. Once a strictly manual labor-intensive nation, it is "becoming an above-the-neck occupation" country. The World Bank said recently that the flood of money into the country has caused China to alleviate poverty than any other nation in the past 20 years. 

However, Barshefsky said, China's economy is still a closed one with a "reluctance to liberalize," and has 3 key economic problems that need to be addressed. One is the issue of state-owned versus private-owned businesses. State-owned enterprises drain the economy, consuming over 60% of loans. Barshefsky contended that China needs to privatize and consolidate state-owned businesses. She went on to criticize the Chinese banking system, saying that banks "must be cleaned up." 

The second problem Barshefsky mentioned was a rift rural versus urban businesses. She said there "is a long-standing urban bias in China's fiscal policies." In order to more properly balance the economy, the Chinese need to spread what wealth they have and increase odds for success by funding rural enterprises. 

The third concern was regional protectionism. Because of the urban bias in the Chinese government, there has been a huge flow of the unemployed to the cities, looking for work. This movement only encourages the partiality towards urban businesses, and it must stop, said Barshefsky. She was confident that "new leadership will concentrate on these areas of economic reform." 

Ambassador James Sasser focused on U.S.-China relations, which he said "are the best in a long time." China, the United States' largest strategic competitor, very much wants healthy relations with the U.S. So much so, in fact, that some say China used the tragedies of September 11th as a chance to get closer to the U.S. China had been dealing with their own terrorist problems, and might have jumped at the chance to have something in common with the Americans, Sasser said. He also said that the most sensitive issue between the two nations is Taiwan, and future actions by Taiwan and the results of the Taiwanese 2004 elections could greatly affect the fairly steady American-Chinese relationship. 

But, Sasser said, there are three main reasons why China is likely to go to great lengths to keep the relationship strong. One is that the U.S. is a great economic benefit, possessing a huge market for Chinese products. Another reason is a good political relationship will promote increased American investment, and promote China's economic growth. The final reason, Sasser said, is that China wants the "prestige of being on the good side of the sole remaining superpower." 

Ambassador Stape Roy began his talk by posing a series of questions about the China situation which he thought need to be answered in order to decide on an effective foreign policy: Is China's rise going to be destabilized? Can East Asia handle a more powerful China? Does the U.S. agree with its Asian allies on China policy? Will Taiwan flare up? Will the Europeans take a role? 

"How [the U.S.] and China work together is of enormous significance," Roy said. This effort is affected by "lurking problems in the relationship," namely the Taiwan situation, and the fact that the American government cannot seem to settle on a common opinion of China. Different views include China as "a threat, a good market, can work, can't work, good China, bad China," said Roy. "We have to create a better American understanding of why we have to work with China." 

Roy declared, "China is getting along with everybody," including countries with which they have had a violent history. "If China can't get along with us, the fault lies with us." He said the U.S. needs to maintain a presence because "East Asia is going to become unstable." "We have a real opportunity now," said Roy, "and we have to see if we can realize that opportunity." 

Fielding questions from the audience, Roy was asked about current state of affairs between Beijing and Hong Kong. He quickly responded that the relationship is truly between Shanghai and Hong Kong, and that lately there have been both signs of drift and signs of influence from the mainland. He said these subtle changes have occurred mostly since the agreements met in 1997 when Hong Kong was returned to China from the British. 

When asked about the labor unrest situation in China, Barshefsky answered, "No question the rural situation is serious," and that there are "extremely serious" labor problems. She predicted, "strikes will be a major focus." 

Sasser answered the question of why China is so reluctant to get involved with the ongoing concern of North Korea. He said, "we as Americans tend to overestimate China's influence over North Korea." Also, there is no guarantee that China could "de-nuke" the hostile nation. Above all, Sasser said, China can't deliver what North Korea wants more than anything, a non-aggression pact with the U.S. 

On the question of Taiwanese independence from China, Roy answered first, claiming that the majority of people in Taiwan would not want to risk the instability of independence. Sasser said "political power follows economic power," and Freeman expanded on that, saying that Taiwan cannot be secure or prosper without China's support. 

On a final note, Sasser affirmed that the U.S. will not go to war with China over Taiwan.

--Matthew Robinson 

