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THE OUTLOOK FOR
ADE WITH CHINZA

AN INTERVIEW WITH WILLIAM W. MORISON

PiaS Reponts: Mir. Moxison, can you give us some hackgneund
on the National Cowngil for ULS.-Chima Trade and your work as
a director of that ermpanization?

W WA - We probably ought to start with my involvement with
the Peopikes Republic of €hima, because thal antedated my activities
with the Natiomal Coumgil. In brief, as a matter of policy the San
Francisco Chamber of Commence as early as the mid-1960s advo-
cated increased trade with Chiima. For that specific reason — and for
other reasons such as that San Francisco is on the West Coast and
we have here the largest Chinase population ouiside Asta — the
leadership af the Peeplkis Republic had a very faverable feeling
toward San Franeises

T Editan's Nlate: The resump-
tion of relations between
the Umited States and the
Beopik*s Republic of China,
begun under the INixon
Admimistration and  fon-
malized by President Car
ter; has raised a whole new
series of questioms for
American busimess.  How
much trade can we expect
to do with Cihima? Wihat
will they want to buy firom
us? What might we buy

from ther? Whhat is it like to trade with the Chimese?

Wiilliarm W Mamnisom, who prior to his retivement several
months; ago was chairmam of the board of Foremast
MieiKessom, Inc., a client of our San Francisco office, made his
first trip to Chiima in 1972 Since that time, both as a director of
The Nationgl Cownil for U.S <China Trade and as president
of the San Francisco Chamber of Commeree, he has led two
trade delegatioms to the Peopk’s Republic of Cihima and par-
ticipated in trade talks with Clhiimese delegations visiting the
Unmited States

Although M. uisom insists that his views represent one
manis opinion, we would at least quality this to say that it is
one nmamis informed opiniom. Following is a slightly edited text

of an interview held this spring with Mir Meorison
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President Nixonits visit to Chiima in February 1972 culminated
in the Shanghai Commurinee which set the principles for the way
in which the two nations regard each other and remains the basic
document behind the recent U.S. (China accord. Eollowing that,
the Chimese issued a few invitatioms to Americams to attend the
Canton Trade Fair being held that spring The San Prmcisco
Chamber of Commeatce received an invitation. It was the onty such
organization to be invited, and it sent the head of its imternational
departmenmnt.

At the time of the 1972 fali trade fair, the Chiimese again sent a
special invitation to the Chamber of Communce and the Chamber
decided that it should respond with a busimess representative. i was
a director of the Chamber at the time and the vice president of the
internatiomal departmemnt, and so | went to €hima on behalf of the
busimess commumiity of San IFremcisco

I went first to Hong Kong, then to cantom and then up to
Peking and was very well received. We talked about what it would
take to enhance trading relations between Chima and the Wnited
States. That trip was followed by an invitation from the China
Coumgiil for the Bromation of international ‘Trede, or EEPIT which
performed some of the trade-pwomotion functioms for Chima that
our State Department and Commetce Department handled in this
country. At that time the Clhiirese were organized into seven basic
trading corporatioms that did all the buying and all the sellimg
within the product classifiications they represented. The CCPIT
was the vehicle that promoted contact and relatiionships between the
outside world and the trading corporations.

In 1975 the president of CCHIT invited the Chamber of
Commarce to organize a trade delegation of senior busimess execu-
tives. The delegation was to go to Chima for high-level but informal
talks on establighing the needed mechanisms for the promotion of
trade between our two coumthies. At the time Chima insisted upom a
person-ta-persom appraach rather than working through gow-
ernmental agencies

We put together a rather impressive delegation, some of the
top busimess people from San Erancisco. | chaired the delegation,
Wie had mastly CEQxs (chief executive officers), nine of them firom
the Bay area,

in Chima we talked informally about alt the issues that the
Chhiinese wanted to talk about and that we wanted to talk about We
provided €hiima with input in two impartant areas — we were help-
ing them to gain a better understanding of the American business



attitude toward some of the problems they outlined, and we were
also talking about the things that had to happen if their trade goods
were to be accepted here. Such things as labeling, product identiti-
cation, reliability of comtracts and methods of arbitration, design
problems, scheduling and shipping problems, insurance, how
momey would be transferred — ali these questions had to he dis-
cussed. This was done on a busimessnman-te-businessman basis; no
one was attempting to represent a government or an official pasi-
tion

Fhe Chimese recognized that they were dealing with a group
of high-levet, individual businessmen. | feel that the meetings made
a substantial contribution toward their understanding of the Ameni-
can attitude and of our requirements for the things that would have
to be done to increase trade between our two coumtries,

Thhat was the first group, we were told, that the Chiinese had
invited to come tor Peking. Since then, many groups have gone,
many have discussed specific issues. A delegation representing the
American Bar Association, for exampile, held talks dealing with liti-
gation and anbitration

Some time after our visit to Chima we invited the senior people
from CCPIT to come here. They accepted the invitation, and we
entertained them — the president of CEHIT was a guest at my
home — as the windup of their tour of the Umited States.

In 1978 we received an invitation to organize the same type of

group as in 1975, and | once more led the trip to Ehima. We were
well past the earlier types of discussions because by that time the
Chimese had considerably expanded their Ul.S. comtaats. We were
flattered on this trip to have our hasts recail that nat only was this
the sixth anmiversary of my first visit to Chima, but that this was the
first time any similar group had received a second imvitation

The Chima Cowndil for the Prometiom of International Trade
had been formed fairly early The Chinese felt that they needed a
counterpart to CCPM in the Ul S and that it couldhtt be goverm-
ment— it had to functiom on a people-ta-peopie basis. So, with the
encouragement of the Ul.S. governmemt, busimess people across the
country organized what is now The Nattonal Cowrwil for U.S. -
Cihima Trade. Ohigjimailly, three directors were from the West Caast
i became a director of the National Council some time aiter iits
Gormatiion

Thiis group was formed to meet a need seen by bath the Ul S
busimess commumity and the Chimese— the need for a coordinating
agency that couid deal as an equal with the Chima Cowngil for the
Bromation of Internatiomal Trade. A special Chiima commiittee of the
San Erancisco Chamber of Commuernce that was formed in 1972 for
the prometiom of trade has worked very closely with the National
Couniil and has served the Natiomal Cowmgiil at times as its repme
sentative on the West Camst in dealing with Clhiinese delegations
visiting this coumtry Therees been a good spirit of cooperation
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DS Repontts: ls the Chima Cowngil for the Promotion of Inter-
national Trade a semigovernmental agency? Is there any differ
entiation in China between busimess and govermment?

WM. . Not seally Wihat you have in Chima is the Cemtral Com-
mittee, the head of the party and the head of government and other
governmendal agencies and bureaus. Then they have what they call
nongovernment, a peopke-directed organization. Tinese are the trad-
ing corporatioms, and by our definition they are strictly goverm-
ment. All their funds come from the government, their people are
selected by the government, their programs are suppentive of gov-
ernment ohjechives; it just has to be government. But they want it
to look not like private enterpmise but “people,” like these agencies
are represemting the people

The original seven trading corporations have grown to thi-
teen or fourteen as they have been subdivided and become more
specialized. The CCPIT is the one body that anyone in the world
can go to for assistance and to be put in contact with the proper
trading corporation, for either buying or selling, importing or ex-
parting. Thene's a light-imdustry treding corperation, one that has to
do with textiles, another for mimerals and minimg, one for fioodstutfs
and animal and vegetable matter, and so forth. Tihe corporations
have become more specialized as Citimas needs in certain areas have
become mare specialized

bies Reponts; if an Americam businessmam wanted to investi-
gate the possibility of trade with €hina, what would be the most
efficient approach?
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W WM The most efficient way would be to contact the National
Cowniil in Washington, B €, which would advise him in refation
to his specific needs where his best comtmets wouid be in Chit, 1f
for any reason a person did not want to work through the National
Courudil, he could comtact the U S. Bepartment of Commestce or
he could write directly to the CLHIT in Chhima, which would for-
ward the letter to the proper trading corporatiom or agency for
respomse. The CCPIT might also write directly to the businessman
telling him where to direct his inquiry Haweswr;, an American
businessman can save himself much time and effort by using the
resources of the Natiomall Counwitl to acquaint himself with the spe-
cific detaills of what he should do. how he should do it, how many
copies should be sent, where they should be addhessed, and
whether translation into Memntaim Chimese is necessary

bkigS Reports: Does the Natiomal Courdil receive many re-
quests of this kind?

W WM : Yes, a substantial number

BieS Reports: The National Courwil, then, is operating as a

not-for-profit organizatiom simply to promete trade between the
ULS. and China?

W W/ - Tihat is correct,
Bias Reports; Wiere is the Natiomal Couril based?

WWEM,. In Washington. Tine addwess is Suite 350, 050 t7th St
N W, Washingtem, B.€. 20036, The Coungil publishes a monthly



magazine that's an excellent source of information about current
developmemts, such as wihats happening in Chima in the way of
trade oppaomturrities and changes in the trade organizatiom and struc-
ture within Chiima, Joining the Natiomal Coungil is the anly way to
go for any small busimess that is considering the possibility of trade
with China

DS Reports: Is it necessary to become a member of the Na-
tional Cowngiil to take advantage of its services?

W WM. | think there is some material the Natiomal Cownrmiil would
provide without asking that someone become a memiber You can,
for example, use the Couriils translation service om a fee basis
without being a member, and it is the best type of translation serv-
ice for this kind of busimess correspondenze. But, as I said, if a
businessman is really serious about looking inta trade opportunities
with Chima, he'd do well to become a memiver.

Bike$ Reports: You mentioned that there have been mumerous
Chimese trade delegations visiting this coumtry since the early
1970s. De you think this eventually will be reflected in increased
trade with China?

Ww Wi . Yes. There have been a lot of delegatioms, and they've
been coming with increasing frequency since 1972. The National
Counviil has been host to a great many of these groups. In the
beginning the Natiomal Couwngil was host to mest of the trade dele-
gations, In maore recent years, as the Chinese have made contact
with individual compmmies here, some delegatioms have come to

meet with executives of a single company. The second large com-
tract for the purcimse of Boeing aircraft by the Clhiem=, which
received much publicity earlier this year, is a good example. That
contract was signed after a series of visits by the Chimese to Boeiing
in this coumtry and meciprocz! visits of Boeing people to China.

Trade will increase because of our recognition ot Chime, par
ticularly in twa or three areas. Let me step back for a moment
Wthile the U.&. for twenty-three years did not recognize Cihiira and
didmt trade with it, the rest of the world did; Chiima was not com-
pletely isolated. Withim the Ciiese scheme of things— and you
must keep in mind the high degree of central comtral overall pro-
grams relating to their needs — Chiima will continue to allocate its
resources on a priority besis related to its needs, The greatest prob-
lem lacing the Chimese industrial revolution is ensuring an adequate
supply of the very resources needed to fuei that indhstrial revolu-
tion, Buming this period of time Chima can't afford to have unem-
ploymeont, everyone must be fed, everyone must be housed,
everyone will have to be clothed, the educatiomal system has to
continue to functiom, the public health program must continue to
functiom — and the rest of the world will have to be paid for the
supplics, equipment and technology it makes available to China.
Clhiima has to develop the resources to pay for all this and still keep
the country on a going basis. It is really just an emerging nation at
this point

You could say that their standards of living are low and they
are; but they are a long way from what they used to be The
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Chimese today are fed and ciothed and housed, and they do have
work and there is public health and education. Now; theres been a
trageaitf, they traded a good many freedoms for this improvement
in their standard of living In my view; their choice was not §6 much
for one political system compared with another as it was between
eating or not eating, seeing that their children received medical
attention and education or did not. In the future, as mowre choices
beonmeavailable to the peeple, as their living standards become
highesr, there will be pressures for move individual freedoms. | sus-
peet this will be one of (he great hutdlks that the leadership of
Chima will have to evereame, just as we've seen fhis happen in
other coupitries
Whem | first went to Chima all the bicydles were bk, mow
there are other colors. So people have a choice — they can buy a
red bicycle ar a black one. The admittance program to higher edu-
cation was changed because of unrest and dissatisfiactiom among the
youth This has changed since 1975 To me this reflects the respon-
siveness om the part of the leadership to recognize the needs of the
people and to make ehanges to aceammerhite these needs. |t prob-
ably alse makes peetty goed sense from a pelitieal paint of view

BikiaS Repomts: You said you thought there were two or three
areas where there might be a strong increase in trade. Wihat ave
these?

W WA, Citiiaas need for cereal graims in some years is very
strong. Up to about the mid-1970s, because we didm't recognize
Chima, we did not share equally in the large cereal-grain export
market to Chima that was so profitable for other counmiics. Now:
howewer, in view of our new relationship, Chima has already en-
tered into some long-term comtracts for cereal grains with us.

in 1977-78, as ancther example, Chima was in the markst for a
major steel plant, a full turnkey job for the design, develrpment,
installation of a steel plant This was a very big project. | was tweld
by high-level Chiimsse that they recognized we had the best de-
signs, that we probably could do the best job. But they peinted out
that we did not recognize the country at that time, and so they
thought it in their best interests to give it to Wiest Germany We
were not competing on an equal basis, even though they admitted
that our technology and our price were the best. Fvom their peint
of view; other factors had to be comsidered when major projects
were invaoived. 1 think we're now in a position to compete as equals
for Chirese busimess.

In the past they've gotten much of our technology second-
hand, that is, through Japamese compsmiies licensed to use amd
produce Amarican tedmmolegy— much, ['m sure, w the chagrin of
the American compamies that licensed the Japanese. The Chimese,
of counse, recognized that they were getting this secondhand; they
would prefer to work with the primary developsr, that is, American
compamies. Umtil we revognized Chima, we were pretty much on
the fringe in such areas as high technology, oil exploration, oil-well
development and servicing and developmemt of other natural re-
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sources. Naw, however more and more Chimese delegations are
coming to the UL S. to talk to American comypanies invelved in the
fields of energy exploration and development.

I think these are the areas that will open up for us First in our
growing trade with €hima. Some of these are pretty big-ticket
iterns, so initially the numibwers reflecting our trade with Chima will
jump from the humtheds of millions to perhaps the billions. That
doesn’t mean, though, that there’s going to be a gemeral increase in
trade across the board. The numibans will reflect the big-ticket items
— that's where their prionties are. They want 1o develop their re-
sources in order to develop foreign exchange They aren't going to
put everybody in automoblks. Com-Cola will sell in Chima, but
I'm sure Coca-Cola realizes that in the short term it isn't going to
make Coke a drink for the Chimese masses. This will be for the
tourist trade. The government simply will not permit the diversion
of a substantial portion of its resources for geneval types of con-
sumer goods. Them, tee, the price of Coke will probably put it out
of reagh of the average Chinese— at least for seme time. But China
ders WaRt o boest ity teunist trade, and se it s taking Many steps
that it believes will epeowrage a Iarger number of taviksts to visit the
EOURERY

DEeS Reports: Wiill this trade go both ways? Is it likely that the
Ulmiited States will become an impeortant market for any Chinese
products?

W AN, . Right now we're probably buying as much as we can. |
think Chima will want to upgrade the quality and reliability ot its
textiles so that it can compete favorably with Faiwan and Hong
Kong, and I thidk (Cnime willl mees sstoog i momedis fivtoo thiztt teaxilie
market. They are making inroads now You have to remember that
things are changing very fagt; what was true in 1975 is not true
today Wimt was true in the fall of ‘77 was not true in the spring of
78, There was a big turnaround at that time in the Chirese attitude
about the degree to which they would let foreigmers become im-
volved in such areas as quality control and production sdheduling
— in the areas that are vital if U.&.-Chima trade is to prosper

Then you have the notioms and nowvelties and craft-type items
that the country is being flooded with right now: Some of this, Im
sure, will be upgraded. Ithink the market for these craft products,
particularly as they are upgraded, could easily double in the short
term.

I know many ULS businessmen are looking for barter ar
rangements, because if we can take something from €hima then
Chima will buy something from us. But people are having a hard
time finding barter arrangememts, | think it's passible that Chima will
establish some sort of free trade zone in twa or three locations that
would permit goods to be shipped over, processed with their cheap
labor and then shipped back here with no impant-export penaities,
only the cost of transportation and labor Tihis would enable them
to compete with Teamen, Homg Kong and Korea. Chima has that
labor capability to expaort, and b caaitt thhivk of f aa sttt weay off et



ting foreign trade than by exporting their labor in that type of
development

PH &$ Reponts; Wihat about oil? Wiill Chima be an oil-exporting
nation?

WANEA: . Yes Right nony for example, you find them listed as one
of the exporting natioms for vice, wheat and oil At present they
dom't produce encugh for themselwes, but some of this is diverted
for export in order to show their people that the commiitment to a

program: that is good for the state and good for the people is wadk-
ing. And so €hina exports some oil to the Third Ward countries
and othens, even though it deesmt produce enough to meet its own
needs. But Chiina (hen quallifies as an oil-exporting natiom, and this
is intended to litt the merale of its people

The same is true of vice and whest. China is importing cereal
grains, wile at the same time it exponts some quanities of grain
They've made some loams and some aid gramts to Third World
coumtities to demsmstrate that Ehira also is 2 world power They
really demt have the resourcss to support this type of program, but,
as | see it. it's part of their posture of taking their place in the world
commuiity of nations.

BEeS Repors: Whats the outlook for Americam investment in
Clhiima? Wiill American companiies he building plamts in Ehina, for
example?

WWNM Wie've come a long way in this area. In 1972, shortly after
Russia called in a large loam it had made to Ehima and almest broke
the country, China began trading with U.S. comparnies and would
only do busimess am a cash basis, it would not take credit. Later,
terms of up to twa years were considered “cash’ — ne interest, of
course. Cihiimas near-disaster with the Russian loam was stiil fresh in
the minds of its trade officials, and you trequently heard them tlk
about how they would never again put themselwes in such a vullner
able position.

Now however, there is much talk about large loams to China,
and this represents a major and impartamt change in their busimess
outlook. At one time you could send a buyer to Chima twice a year,
and he could go to one of the textile mills and talk to the reve-
lutionary comnmiitiee about his requirements and them leave. Naw;,
for example, Japamese buyers have stationed their owm quality-
control personnel in some Clhiimase mills on a fulf-time basis

At one time an equity interest was umthimkahle, but they've
maowved around that news they've mawved to the paint where it's quite
commom for them to discuss constructiom of a major plant in which
the supplier would be paid off through the productivity of the plant
over a period of years. You would be invelved in its management
and m techniical direction, but you would not have an equity inter-
est as we know it; you would have a payout deal

Chima has been moving fast in these areas. For exampile, conn
sideration is being given to the concept of joint ventures. Wihere
these inquivies will lead, what moddications may be required in
what we commemlly call joint venturss in this coumtry, | dom't know
At this time their legal system dees not provide the hasis lar this
type of development

bkkaS Repormts: Qither coumtries have been trading with China
for a long time. Have we beem able to determine whether they've
had any problems or difticulties or whether the melationships
have been successful?



Wiv.md Wiem | was in Chima in 1972 | met a number of Euro-
peans who had been trading with Chima for a long time. Many of
these went out of their way in lact, to give me invaluable advice
and suggestioms, Sure, they had problems, hut they came back year
after year to do busiress with the Chimese

BiriaS Reponts: Hias the fact that other coumtries have been trad-
ing with the Chinese for a long time put the Ulnited States at a
competitive disadvantage?

WWHEAM. 1 domt think theme’s any question that we've been at a
disadvantage until recently and I think we'll continue to be at a
disadvantage for some time because the Clhinrse philosophy is one
of remembering their friends | think, though, that we'll benefit
from the fact that their demanel for foreign tedhnology and prod-
uets is growing and U.S compamirs will be sharing in that growing
market. But [ otk Hlowet Hee theaateti in sanediereniid! weay crkher
than their enceuraging our partieipation in thelr trade — ) don't see
them eutting off their ether supplieis and trading parwiris. | dhink
they'll make an effort ta show that they want te trade wilh us, and
in seme of the Big-tieket projects we may be campeting on an equal
Basis; but theyll see {hat their ald friends are laaked after

BiaS Repontts; Witat has been their reaction to recent legista-
tion concerning busimess ethics in this couminy, particularly the
Foreign Corrupt Practices Act?

WM. . Most anyone in Southemst Asia has a hard time undhr
standing what it's all about. The Chiimese are very ethical, and you
can get younself into very serious trouble if you try to influence an
individual on a personal basis. | think you'd be sent out of the
country immedliately and kthink the Chimese individual would be
dealt with severely

bH & § Repons: American companiies, then, should not have dif-
ficulty doing busimess with Chima under existing ULS. regu-
latioms?

WWAM. . | would think that we would be abie to trade as an equal
in Chima more easily than we can anyplace else in Soutieast Asia.
Business practices in Chima are not conduriive to the types of things
that become identifiable under the Comrupt Practices Act. I'm not
saying there isn't corruptiom in €hima, but its on an individual basis;
its the exception, and the Chimese generally wonmit tolerate it

Bie$ Reponts: €am an American businessmam feel confident
that the political regime of Chima will encourage WU.S.-Chinese
trade in the years ahead? That is, is the long-term outlook good
eneugh to warrant an American busiressmanis time, effort and
expense to establish trade relations with China?

W W' M. : I've seen nothing in Chima and heard nothing that would
lead me to believe that you could expect any mare problems: in
doing busimess with Chima than with any other country. In some
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respects, in fact, | think it might be more stable. hdongtseee{chinea,
for example, going the route of nationalization and confiscation in
the foreseeable future. | think you can expect Chima to live up to its
contracts T hey now have an established mechamism lor the resolu-
tion of disputes and misunderstandimgs, and an arbitration proce-
dure is being estlblished

They recognize that disputes and misunderstandings may oc-
cur They recognize that goods may arrive in damaged condition
and claims must be settled and adjustremits made. They may not
settle them as quickly as we would, but | have no doubt as to their
sincerity and good faith in this area.

PiaS Reparts: Can a businessman keel that he can function as a
ULS. businessman doing busimess in China in the same way that
he can function as an American businessmam in other Foreign
coumtties?
WWiM: . N, | dowi't think so. 1 think L can best answer that by
saying that | do not see the rapid development of a market for
consumer goods in China. Youre not going to see refrigerators and
radios and washing machines in every home in Chima | dom't be-
lieve that Chima is going to let significant resources be spent on
consumer goods — at ieast for the immediiate future — other than
what they develop out of their own resources to improve the
standard of living of the people. And that process will be gradual
and very controlled

They have high levels of personal savings. You go to a
Chimese commume, and everyone has a savings accoumt. The sav-
ings bank of Chima is the mother bank of the Bank of Cihiirm, the
commuesaial bank, Its not uncommom ior people to put away a third
of their incomes in savings accoumts. They do not receive interest,
but they do have the security This is a great Fund of momney that
Chiima has to work with, and | don't see the governmemnt letting all
that momey be diverted suddenly to consumer goods. Tihis is per
sonal opinion, but L dio muttsseeccorssirmenisgm ssweegpimg threcoomnttyy
and | think anyone who goes to Chima on that basis could make a
serious mistake.

bi#a$ Reports: But is doing busimess in Chima terribly different
from doing busimess in Europe;, or Latin America or in any other
foreign country?

WK M. Anytime you do busimess in Chima you have to deal with
an official agemyy; you da not do busimzss with an individual |ts
hard to answer any question concerning an independemt busi-
nessman doing busimess in Clhima because the system is so ditferent.
If you want to do busimess there, you have ta work with the sys-
tem, through the trading corporatioms which themselves tunction
essentially to fulfill the governmumits overall economic programs or
through a commiitree at a productionm plant. You just domi't go over
with a trunk Jull of samples and go down the street peddling your
wares — not in Clhima today lkt's a very; very controlled situation. (3
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