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For Lucy



Even the objects of simplest “sensuous certainty” are given to
him only through social development, industry, and commercial
relations. The cherry tree, like almost all fruit trees, was trans-
planted into our zone by commerce only a few centuries ago, as
we know, and only &y this action of a particular society in a
particular age has it become “sensuous certainty” for Feuerbach.

—XKarl Marx, The German Ideology
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Introduction

The Forgotten Importance of the National Council

As I entered, I was greeted by a round of applause and the an-
nouncement by the Chairman that I had been elected president
of the [National] Council. I expressed appreciation for their vote
of confidence in me and pledged my best efforts to live up to their
expectations. “But,”I added, “it would be very helpful if you could
give me a bit more guidance about the precise role you see for the
Council.” “Oh,” said Don Burnham, looking a little puzzled, “You
know Churis, just to develop our trade and economic relations
with the People’s Republic of China.”

—Christopher H. Phillips, President of the National

Council for United States-China Trade, 1973-1986*

China’s economic modernization is “one of the most important develop-
ments in modern history.” By opening its economy, China has lifted hun-
dreds of millions of its citizens out of grinding poverty. While Mao Ze-
dong’s China “suck[ed] the world’s great powers into gigantic conflicts” by
sponsoring insurgencies, fighting the United States, and opposing inter-
national institutions, China has now integrated itself into the pro-trade
world order.® In addition to new hopes, China’s rise has also engendered
new dangers and controversies. As the Middle Kingdom searches for its
place in the sun, its assertive foreign policy in the South China Sea has
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spawned uneasiness in Asia and beyond, “straining geopolitical tensions
that were already taut.”* A minority view—notable for its pessimism but
also its gravity—suggests that regional conflict might anticipate a wider
war between China and the United States.” Though the present remains
uncertain, the arc of history suggests a resurgence of China’s traditional
global eminence.

China’s rise has manifested itself most profoundly in its tremendous
economic growth, which has essentially altered the American and global
economies. China’s industrialization poses concerns about pollution, intel-
lectual piracy, and consumer safety. It has simultaneously created an explo-
sion of affordable consumer goods and driven up a massive trade surplus
against the United States. In 2013, China produced more than 90% of the
world’s personal computers, held $1.3 trillion of American debt, and ex-
ported $440 billion worth of goods to America.® China, in fact, is now
America’s largest supplier of goods imports.” In the same year, America
shipped $122.1 billion worth of goods to China, making China America’s
third largest export market.® Regarding the volume of total trade, Bloom-
berg reported that in 2013 China’s net exports and imports had fina ly sur-
passed America’s: $3.87 trillion compared to $3.82 trillion, respectively.’
While China’s nominal GDP remains only about 60% of America’s, in
2014 China’s GDP actually surpassed America’s as measured in purchas-
ing power parity."’

China is, self-evidently, important. Unsurprisingly, literature on
United States-China relations and United States-China trade has prolif-
erated in the past three decades. The Library of Congress lists almost one
thousand relevant books and periodicals in its collections.! Given this
attention, one would expect vigorous investigation of relevant historio-
graphical issues: the periodization of trade’s growth, the contingent nature
of Sino-US globalization, and the importance of Taiwan in American
trade relations with China. While a broad consensus on these central
questions has emerged, scholarship on United States-China trade remains
understudied in important ways.

I challenge pervasive historical assumptions about the growth of Sino-
US trade by examining the National Council for United States-China
Trade (NCUSCT). The National Council was a private, nongovernmental
organization (NGO) established in 1973 by the US government and com-
posed of diverse and powerful American businesses. Its first president,

former Ambassador Christopher H. Phillips, served under George H. W.
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Bush as deputy ambassador to the United Nations from 1969 to 1973. It
also boasted the membership of hundreds of major multinational corpora-
tions (MNCs), including Westinghouse, Monsanto, General Electric, and
Chase Manhattan Bank, as well as dozens of import-oriented small busi-
nesses. The Council bound together these interests to play an important
but unacknowledged role as America sought to build a globalized rela-
tionship with China. Not only did the Council advocate for and directly
facilitate early bilateral trade in the 1970s, but it also acted as a diplomatic
backchannel between the United States and China, a key role in the era
before the two nations had normalized their relations. By effecting trade
and diplomacy, and by directly negotiating with the Chinese leadership,
the Council helped set the stage for the presently globalized Sino-US rela-
tionship. Despite the Council’s role, it has attracted surprisingly little at-
tention from subsequent historians. Yet reevaluating the group will yield
fresh insights into the trajectory of Sino-US relations.

FORGING A NATIONAL COUNCIL

Following President Richard Nixon’s historic opening to Beijing in Feb-
ruary 1972, the United States engaged in an ongoing rapprochement—a
rebuilding of relations—with China. Surveying the international land-
scape, America’s leaders found clear strategic benefits in such rapproche-
ment. China had taken a hard stance against the Soviet Union during the
acute deterioration of Sino-Soviet relations in the 1950s, culminating in
the Sino-Soviet split of 1960." Nixon and his national security advisor,
Henry Kissinger, thought that opening to the Chinese could facilitate the
short-term benefit of withdrawal from the Vietnam War as well as the
long-term benefit of gaining the Chinese as a counterweight to the Sovi-
ets in the Cold War struggle.’

Trade, in this drama, initially played a marginal role in the minds of
top US policymakers. In 1972, Kissinger concluded, “the maximum
amount of bilateral trade between us”—the United States and China—
“even if we make great efforts, is infinitesimal in terms of our total econ-
omy.”* Kissinger had good reason to be skeptical of trade. China in 1972,
then emerging from years of devastation under the Great Leap Forward
and in an ongoing Cultural Revolution, had an average per capita income
of around US$100. Its command economy remained mostly rural-agrarian.
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While Mao’s regime had previously sought capital goods from Europe and
the Soviets to aid China’s modernization program, trading with the United
States posed a distinct and difficul set of challenges. China’s upheavals in
the mid-1970s, historical Sino-American animosity, and Mao’s resistance
to US foreign investment seemed to make China uniquely problematic for
American business.

Despite the long odds of bilateral trade, skepticism did not translate
into fatalism. Trade remained an interesting possibility as a method of pro-
moting ties between the United States and China. An important institu-
tional obstacle that Nixon first addressed was America’s ongoing embargo
of China’s economy. After China sent troops into North Korea to repel
the US Army in the Korean War, President Harry S. Truman broke off all
relations and, in December 1950, froze Chinese assets and imposed a strict
embargo against trading with China.”® In the same month, the Chinese
retaliated, blocking American accounts and expropriating American assets
in China.'® As the Korean War dragged on, the Truman administration led
an international campaign, supported by Clement Atlee’s government in
Britain, to enforce a multilateral embargo against the Chinese economy.
These commercial controls, directed by a Coordinating Committee
(COCOM) in Paris, theoretically blocked all trade in strategic goods be-
tween China and the NATO nations (minus Iceland and plus Japan)."
The regulations engendered controversy between the United States and
European allies, as various European countries had traditionally signifi-
cant trade with China and sought to subvert the controls. Yet Washington
continued to see its total embargo as vital to containing the Chinese threat.

Thus, for two decades, commercial relations between the United
States and China lay shattered. As Nixon opened to China, however, he
began to reverse these policies, rebuilding the legal frameworks of trade
that had been severed since 1950. Nixon relaxed some of Truman’s restric-
tions by ending the travel ban against visiting the mainland and by mostly
abolishing the embargo on United States-China trade, excepting certain
strategic items.

Though Nixon considered trade a minor economic factor, it could still
be of diplomatic signifi ance in cultivating new ties with China. Perhaps
trade, even if lacking in major economic importance, could still be of po-
litical and diplomatic importance in increasing bilateral connections. A
House of Representatives mission to China in mid-1972 endorsed this

conclusion. House Majority Leader Hale Boggs and House Minority
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Leader Gerald Ford wrote in their post-trip brief that “though diplomatic
ties with China may be a condition precedent to any dramatic increase in
the range and volume of goods traded, this is not to say that some signifi-
cant trade cannot occur before that event. Obviously, zrade itself can play
an important part in bringing about diplomatic ties.”"® As rapprochement
went on, the government became progressively more interested in bilateral
trade, as well as in circumventing the grave challenges to a Sino-American
economic relationship.

As it became clear that traditional methods of stimulating bilateral
trade—treaties, foreign investment, economic liberalization—were un-
available in the atypical Sino-US relationship, the US government turned
to nontraditional proposals. One such idea was a nominally private yet
governmentally endorsed commercial trading organization. To this end,
the US Departments of State and Commerce, with the direct approval of
Nixon and Kissinger, began to build a private NGO, the National Coun-
cil. They intended the group to focus on promoting United States-China
trade and on spreading basic information about the Chinese economy. By
May 1973, the executive branch had handed off its creation to the private
sector, nominating Westinghouse Electric’s chairman, Donald Burnham,
as the first chairman of the National Council. In a relatively rapid ascent,
the Council grew to include more than two hundred major American cor-
porations within the year.

The Council, however, embraced important roles outside bilateral
trade advocacy. By design, for a short period in the 1970s it also acted as
a diplomatic go-between group for Washington and Beijing. The US gov-
ernment used the Council, under the veil of its private, nongovernmental
status, to promote officia American diplomatic positions to the Chinese.
At the time, the Chinese were intensely dissatisfied over Washington’s
continued recognition of Chiang Kai-shek’s Nationalist government in
Taiwan, and occasionally refused to meet with American diplomats. Yet
the Council, as an ostensibly nonpartisan organization, could take up
backchannel negotiations where formal talks had broken off. Such infor-
mal diplomacy was especially useful in the era after Nixon’s opening in
1972 but before the formal resumption of Sino-American diplomatic re-
lations in January 1979. In practice, the Council proved effective in such
diplomacy, as Kissinger himself recognized in an enthusiastic letter to its
board of directors in 1973. At a time when the United States and China
had shown friendly overtures but had not yet reestablished their formal
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ties, the Council’s “alternative forms of representation” helped mitigate the
difficulties of ormal diplomacy.”

The Council’s role in facilitating early bilateral trade transactions
must also be recognized. Indeed, its go-between functions applied with
equal utility in rekindling Sino-US economic exchanges, due in part to
the complexities of trading with Mao’s China. As China was then a state
trading country, Beijing centrally directed all import and export quotas
through a governmental trading bureaucracy. Until 1978, China’s for-
eign trade was directly transacted by these centralized, state-run foreign
trade corporations (F'TCs).?* Buying and selling with the FTCs was a te-
dious and exclusive process, creating the need for the Council’s sophisti-
cated middleman operations. By directly coordinating the early contacts
of American businesses and China’s FTCs, the Council facilitated some
of the first business t ansactions after Nixon’s 1972 opening.

The Council’s litany of other functions cemented its role in early bi-
lateral trading. It staffed an offic at the Canton Trade Fair in Guangzhou
(then China’s major outlet for foreign trade), providing needed services to
American traders in China. It published the industry-standard magazine
on the Chinese economy, the U.S. China Business Review, which was well
received in American business circles and sought by Chinese diplomats
for its accuracy and comprehensiveness. The Council held conferences
and established an academic advisory board that spread “basic informa-
tion” about the Chinese economy at a time when such information was at
a premium.? While China’s trade remained enigmatic—due not only to
Mao’s policies, but also because of the two-decade cut-off in cultural and
economic contacts—the Council provided essential insights into Sino-
American trade.

Though still small in comparison with the absolute size of America’s
foreign trade, United States-China trade had grown considerably by 1978.
While in 1970 the United States and China had exchanged $0 of goods,
and many considered large-scale trading with China to be fanciful, by
1978 total trade grossed more than $1 billion (table I.1). These gains were,
in no small part, attributable to the National Council’s efforts. They also
demarcate the origins of the modern, globalized relationship between the
American and Chinese economies.

Citing these early trade figu es is apparently uncommon outside spe-
cialized literature and statistical handbooks. Indeed, early rapproche-
ment trade seems to have garnered little interest in the broader context of
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Tuable I.1. China’s Trade with the United States, 1970-1980 (millions
of dollars)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980

Imports 0 49 602 759 888 334 149 188 906 1,896 4,131
Exports 0 01 323 66 115 159 200 203 324 594 1,056

Total 0 5 925 825 1,003 493 349 391 1,230 2,490 5,187

Sources: Graph by author. 1970-1972 data from John L. Scherer, China Facts & Figures
Annual, vol. 1 (Gulf Breeze, FL: Academic International, 1978), 166; 1973-1979 data
from idem, China Facts & Figures Annual, vol. 4 (Gulf Breeze, FL: Academic Inter-
national, 1981), 216; 1980 data from idem, China Facts & Figures Annual, vol. 5 (Gulf
Breeze, FL: Academic International, 1982), 179.

United States-China relations, as if it were merely a disjointed prelude to
the relationship’s full stride of the 1990s and 2000s. In the following sec-
tion, I examine reasons why historians have overlooked this period’s eco-
nomic ramifi ations.

THE HISTORIOGRAPHY OF UNITED STATES-CHINA
TRADE RELATIONS

The historiography of United States-China trade relations in the 1970s
has focused on two watershed events: Nixon’s opening in 1972 and Deng
Xiaoping’s assumption of power in 1978. Nixon’s opening signaled the ini-
tial possibility of bilateral trade. Deng, then, by embracing gaigekaifang
(reform and opening up) in 1978, fulfi led the initial economic promise of
Nixon’s overture.”? By dismantling Mao’s autarkic and xenophobic prohi-
bitions against foreign direct investment (FDI) and foreign technology,
and by rationalizing China’s foreign trade regime and creating the special
economic zones (SEZs), Deng set China on a path to economic revolution.

Deng’s reforms obviously played a key role in preparing China for a
major expansion of its export-oriented production. Chapter 5, in fact, is
devoted substantially to examining how a number of political agreements
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between Deng and the United States in 1978, 1979, and 1980 began to
resolve the contradictions impeding bilateral trade. The major historio-
graphical issue is not the recognition of Deng as a watershed, which is well
established. Rather, Deng’s centrality often crowds out a more extended
examination of trade relations in the 1973-1978 period and the progress
made therein.

This is the case because many authors assume that United States-
China trade relations only gained a meaningful status after 1978, when
liberalization began.?® This position is sensible from the standpoint of
economic statistics. As mentioned, though the gains of 1973-1978 were
respectable in the context of immediate history, they had a negligible net
economic impact when compared to America’s overall volume of foreign
trade. From the historian’s perspective, however, the 1973-1978 period
remains ripe for examination, particularly in its potential insights about
the later course of United States-China trade and political relations.

THE HISTORIOGRAPHY OF THE NATIONAL COUNCIL

Scholarly treatment of the National Council has, thus far, unfolded in two
basic waves. The fi st, from the 1980s to the 1990s, included retrospectives
by journalists and diplomats who claimed some direct connection to Chi-
na’s opening, coupled with a few political science analyses. The retrospec-
tives were generally superficial in their treatment of the Council. James
Mann, in his 1997 book Beijing Jeep: A Case Study of Western Business in
China, included a handful of references to the Council, though he did not
expound the group’s functions.?* Randall E. Stross’s Bu/ls in the China
Shop: And Other Sino-American Business Encounters, despite addressing
themes similar to those of this booK’s first chapter, also covered the Coun-
cil only sparsely.*® The same was true of the memoirs of John H. Hold-
ridge and George H. W. Bush, which both mentioned the Council only in
passing.%

The early political science monographs were divided about the Coun-
cil’s role in normalization. In 1983, for example, Robert G. Sutter wrote
that “with the notable exception of the National Council for U.S.-China
Trade, a private, nonprofit organization formed in 1973 to promote U.S.-
PRC economic relations, U.S. business interests have not played a promi-
nent role in trying to change U.S.-China policy.”* Jaw-ling Joanne Chang,
in her work United States-China Normalization: An Evaluation of Foreign
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Policy Decision Making, took a more dismissive stance. Chang argued for
the federal government’s lack of concern about the Council’s interests,
concluding that such “interest groups rarely played a decisive role in for-
eign policy.”?

Several issues confounded the development of a Council historiog-
raphy. The first as mentioned, was Deng’s modernization narrative over-
shadowing discussions of pre-1978 trade. Deng’s ascendancy provides a
useful (if oversimplified) signpost for economic analysis. For examinations
unconcerned with the historical issues of 1973-1978, the current peri-
odization remains a useful heuristic. Deng transformed a trading relation-
ship of primarily political, diplomatic, and historical signifi ance into a
more thoroughly economic relationship. In light of the Council’s activities,
however, I contend that historians should pay greater attention to the con-
tinuities between the Council’s work and later developments, relaxing the
assumption of 1978 as a historical rupture.

The second confounding issue was that of sourcing. Many documents
relevant to the Council have only recently been declassified A signifi ant
number of the sources in chapter 2, which traces the conceptual develop-
ment of the Council in the executive branch, were only released in the
early 2000s. While authors like Chang were quick to dismiss the Council
as irrelevant from the government’s perspective, her position was under-
standable given that she was writing in 1986 and did not have access to
the pertinent documentation. Indeed, as new sources have shown, the US
Departments of State and Commerce viewed the Council as a key form
of “alternative . . . representation” in the pre-normalization era, comple-
menting difficult ormal diplomacy.”

Finally, previous historians prioritized the examination of geopolitics
over trade relations, without necessarily highlighting the linkages between
the two fields This trend was apparent in the millennial canon of United
States-China relations, including Nancy Tucker’s China Confidential:
American Diplomats and Sino-American Relations, 19451996 (2001), War-
ren Cohen’s America’s Response to China: A History of Sino-American Rela-
tions (2000), and Harry Harding’s 4 Fragile Relationship: The United States
and China since 1972 (1992). The aforementioned source constraints af-
fected these works as well. Yet the authors also showed a deeper bias
toward classic diplomatic history, which discounted economic analysis.
Tucker’s work provides a vignette representative of the previous historiog-
raphy of the National Council. In early 1973, shortly before acting-
Ambassador Arthur K. Watson met with China’s Liaison Offic Chief
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Huang Chen, Charles (“Chas”) Freeman of the State Department showed
Wiatson a set of detailed proposals explaining the concept of the National
Council. Freeman recalled that Watson “glanced at them and tossed them
back in my lap,” angrily responding, “This is crap. I'm not going to talk
about this penny-ante stuff. What I really want to do today is talk about
global issues, sort of a tour d’horizon.”*

Watson’s dismissive preference for global grandeur endured for more
than three decades. Yet recently, historical concern about NGOs’ role in
the Sino-US normalization has undergone a tentative renaissance, indi-
cating the timeliness of this book. In 2012, Norton Wheeler published
The Role of American NGOs in China’s Modernization: Invited Influence.
Wheeler brought an unprecedented level of theoretical rigor to the issue,
including useful discussions of informal diplomacy, civil society, and cul-
tural imperialism. However, he focused on cultural and educational groups:
the Hopkins-Nanjing Center, the National Committee on United States-
China Relations, and The 1990 Institute. (He also discussed the con-
temporaneous organization devoted to Sino-US scientific exchanges, the
Committee on Scholarly Communications with China, or CSC.) His
treatment of the Council was minimal. He acknowledged that “prior to
the formalization of relations, the non-governmental National Council for
United States-China Trade helped lay the groundwork for commercial re-
lations,” and that together, the CSC, the NCUSCR, and the National
Council all “functioned as a kind of surrogate State Department” in the
pre-recognition period.*

The National Council itself, which remains in operation, has provided
more directly germane historical analysis. In 1988, the National Council
changed its name to the US-China Business Council (USCBC) in the ef-
fort to broaden its mandate from trade to include such things as invest-
ment, financ ,and shipping.*> The USCBC still represents more than two
hundred prominent American fi ms doing business in China. Two recent
articles from the China Business Review (formerly titled the U.S. China
Business Review) were directly relevant to this book. Eugene Theroux, an
international trade lawyer and the Council’s first vice president from 1973
to 1975, wrote the first Entitled “America’s First Trade Mission to the
New China,” Theroux’s article summarized the Council’s founding and
its historic mission as the first trade delegation to visit Beijing in twenty
years, in November 1973.33 Another article from the China Business Re-
view, entitled “Highlights from the US-China Business Council’s 40 Year
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History,” provided a useful chronology cataloguing the Council’s early
activities.**

Finally, recent scholarly works have oftered more systematic historical
examination of the National Council. Min Song’s unpublished 2009 dis-
sertation, “Economic Normalization: Sino-American Trade Relations
from 1969 to 1980,” dealt with the Council in its fourth and fi th chap-
ters.® Min examined the Council’s role in Chinese export promotion and
offered a valuable survey of Chinese perspectives on Sino-US trade. A pair
of 2017 journal articles has similarly reinforced the Council’s historical
relevance. The first by Mao Lin, offers a reconsideration of the roles of
trade and soft power in United States-China relations. I disagree with
Mao’s assertion that Americans pursued the Sino-US opening, at least
initially, from a desire to transform China’s economic model, having found
little evidence for this claim. Nevertheless, I am obviously sympathetic to
the spirit of his piece—that historians “can no longer dismiss U.S.-PRC
trade in the 1970s . . . as insignifi ant and thus unimportant to the
reconciliation.”® The second, by Kazushi Minami, details the National
Council’s role in promoting Sino-US oil and oil technology exchanges in
the 1970s, a topic addressed in my own chapter 4.%

The historiographical gap on the Council, once wide, shows signs of
narrowing. It is time for a deeper examination of the Council’s history
and signifi ance. Aside from reconstructing a forgotten history, this book
also reveals the Council’s relevance beyond United States-China trade.
Indeed, the Council’s historical operations also engage globalization,
broader American diplomatic history, and the importance of Taiwan in
the Sino-American normalization, particularly as Taiwan relates to trade.
Using the Council as a prism through which to view these fields brings a
fresh look to each.

THE IMPACT ON GLOBALIZATION HISTORIOGRAPHY

Was modern globalization inevitable, or was it a historically contingent
process? Barry K. Gills, a political scientist and noted globalization scholar,
has catalogued this basic dichotomy in writings on globalization. On the
one hand, the economic determinist approach sees globalization as “his-
torically obvious or inevitable,” determined by “economic logic,” and the
“automatic” result “of a technologically determined market oriented law
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4

of progress.”*® On the other hand, the historist approach “operationalizes’
globalization by “putting ‘people as agents’ back into the center of analysis”
and by emphasizing the importance of “conscious human decisions” in
producing globalization.*

This is a divisive topic in economic and political theory, with various
intellectual schools supporting the notion of globalization’s inevitability
and others denying it. Karl Marx and Friedrich Engels, building on
G. W. F. Hegel’s dialectical view of history, initially endorsed the notion
that globalization was inevitable. Given the “law of the tendency of the
rate of profit to fall,” Marx asserted that capitalism would inevitably tend
to globalize in search of new markets and resources.® In The Communist
Manifesto, Marx and Engels wrote that

the bourgeoisie has through its exploitation of the world market given
a cosmopolitan character to production and consumption in every
country. To the great chagrin of Reactionists, it has drawn from under
the feet of industry the national ground on which it stood. ... In place
of the old local and national seclusion and self-sufficiency, we have

intercourse in every direction, universal inter-dependence of nations.*

Given this seemingly prescient analysis, some commentators have called
The Communist Manifesto “more relevant than ever,” spawning an en-
tire “Marx-on-globalization” genre.* Yet this reassessment of Marx-on-
globalization has also created a derivative theoretical debate on the extent
to which Marx actually believed in globalization’s inevitability. While he
apparently thought it inevitable in his early writings, as he matured he
became skeptical about the possibility of globalization in, ironically, China.
(He believed it would take a protracted struggle to subsume the “Asiatic
mode of production” to industrial capitalism.)*

The notion of globalization’s inevitability has also found support
among non-Marxists. Modern-day neoliberals, who endorse a pro-trade,
liberal capitalist international order predicated on deregulation, privatiza-
tion, and fis al austerity, have also come to see globalization as an inevi-
table process. The New York Times columnist Thomas Friedman, an early
advocate of the term “neoliberal,” has done much to popularize the notion
of globalization’s—or “flattenin ’s”—inevitability.** For Friedman, pre-
cipitous decreases in the price of transportation and the growing sophis-
tication of technology have made global economic interdependence a fait
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accompli. Francis Fukuyama, author of the controversial book The End of
History and the Last Man, characterized this as the “Wall Street Journal
school of deterministic materialism” that “sees man as essentially a ratio-
nal, profit-maximizing individual.”* Despite Fukuyama’s derision of gross
determinism, he too endorsed the Hegelian notion that there was “some
larger process at work,” that is, broader trends that positioned Western
liberalism and free enterprise as the “final evolution” of human society’s
dialectical ascent.*

In sharp contrast to such metanarratives, the historist perspective em-
phasizes the importance of “conscious human decisions,” as Gill writes,
and sees globalization as a contingent process.* I explicitly assume and
endorse the historist view in my examination of the Council. Surveying
the Council’s history and operations highlights the importance of contin-
gency and discrete decisions in the development of United States-China
trade relations. Against conceptions of ineluctable trends, I use the Na-
tional Council to historicize the process of resuming trade relations with
China and to demonstrate the profound obstacles to the resumption of
bilateral trade that the Council labored to overcome.

Ultimately, the notion that Sino-American trade inevitably expanded
into a major relationship is a teleological and ahistorical view. While today
the economic intermingling of the Chinese and American economies
may seem obvious or natural, this is a recent historical development. As
Kissinger’s and Boggs’s earlier comments demonstrate, in 1973 the idea
of a major trading relationship with China seemed fantastical. Not only
were there politico-diplomatic obstacles to trade (Truman’s embargo, high
tariffs, the lack of most-favored-nation [IMFN] status, the lack of bilat-
eral trade agreements, and the outstanding foreign claims issue), but there
were also deep and systemic cultural obstacles that the National Council
sought to mitigate.

THE IMPACT ON AMERICAN DIPLOMATIC HISTORIOGRAPHY

The purported manipulation of American foreign policy by MNCs—
some of which is well documented—often produces a cynical scholarly
evaluation of the interplay of wealth and state power in foreign relations.
Bruce Mazlish, professor of history at MIT, encapsulated such suspicion
when he wrote,
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In addition to economic power (including lobbying in its own coun-
try), Exxon Mobile [sic], as an example, exercises extraordinary po-
litical influence. . . . How great the influence is, is unknown, but
it is probably as great or greater than the ability of the U.S. Con-
gress in setting policy. Diplomatic history usually shortchanges this
topic. . . . Exxon Mobile [sic] plays an outsize[d] role in international
affairs with little accountability (shareholders are pushed aside). It
clearly is not only wealthier than 70 or so nation-states, but also more
powerful. . ..

I suspect that there is a department in the oil company devoted
to foreign affairs. If not, or in addition, resort may be had to advisory
organizations such as Kissinger Associates. In any case, one can be
sure that Exxon Mobile [sic] plays a strong role in shaping foreign
policy as well as pursuing ever-more petroleum resources. Exxon Mo-
bile [sic] is a striking example of the political power exercised by the
MNCs, even over big and powerful countries.*®

Mazlish, writing in 2012, provides a good example of such contemporary
skepticism. His comments may be particularly relevant given the National
Council’s deep connections to Exxon: not only was Exxon a member fi m,
but the Council’s second vice president, Melvin Searls, came to the Coun-
cil after serving as an executive with Exxon’s Hong Kong branch. While
Mazlish singles out Exxon Mobil as a manipulator of short-term state
policy, his concerns are attached to the broader New Left critique, formu-
lated at midcentury by William Appleman Williams. The New Left read
the history of American foreign relations as business and diplomacy work-
ing hand in hand to promote long-term American commercial imperialism.

Williams, a prolific revisionist, reflected a deep suspicion about the
influence of banks and corporations in American foreign policy. He laid
out these views comprehensively in his 1959 magnum opus 7he Tragedy
of American Diplomacy. For Williams, the tragedy of American diplomacy
was that while America had at its core the promise of beneficent ideals
(democracy and self-determination), in practice Americans presumed
that “other people really cannot solve their problems and improve their
lives unless they go about it in the same way as the United States.” For
Williams, this fla ed presumption had oriented American foreign policy
away from ideals and toward “forcing” American values, with “economic
and political” and military pressure, “upon the other society,” in order
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to “‘internationaliz[e] business through the expansion of the American
corporation.”’

Williams viewed American diplomacy as focused on “free-trade im-
perialism,” in which the United States “relied upon its industrial and gen-
eral economic power to structure and control weaker or less developed na-
tions.”™! A key corollary to free-trade imperialism was the major influence
Williams felt that banks and corporations played in dictating American
foreign policy. Williams, in particular, attacked the “legend of isolationism”
in the interwar period by examining American conduct in Latin America.
He argued that the desire for “corporate expansion” and the “effort to ex-
pand American exports” had suffused American foreign policy, orienting
it toward “developing a political system in Latin America . . . loyal to
the basic interests of the United States.”? Business and diplomacy thus
worked synergistically to create the economic subservience and political
hegemony that benefited both field

Williams’s critiques do find validation in specific episodes in American
diplomatic history, and even within the Nixon administration. Nixon’s
long-running attempt to destabilize Salvador Allende in Chile over con-
cerns of Allende’s hostility to US business is a prominent example. The
Central Intelligence Agency (CIA)-sponsored and United Fruit Com-
pany (UFC)-endorsed 1954 overthrow of the Jacobo Arbenz regime in
Guatemala is another well-known example, though from the Eisenhower
years.”® Given these apparent examples of perfidy and violence in the state-
corporate nexus, it is only natural to wonder if the Council was a similarly
cabalistic endeavor, exerting its corporate influence to reform China along
pro-commercial lines.

Yet the Williams critique is broadly inapplicable to the National
Council for two basic reasons. First, the National Council was not an ex-
ample of private industry co-opting American foreign policy for its own
interests, but actually an example of the reverse: the government co-opting
private industry to facilitate international diplomacy. The National Coun-
cil did not set the American diplomatic agenda in relation to China, nor
did economic interests dictate the course of rapprochement. In certain
cases, decisions such as a break in relations with Taiwan actually seemed
to go against American economic interests. Rather, the Council, by using
trade as an ostensibly nonpolitical method to maintain backchannel access
to Chinese leaders, was fundamentally serving the public interest of the
American diplomatic establishment.
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The notion of a loose public-private coalition promoting American
diplomatic interests (rather than Williams’s more cynical take) is, by itself,
not particularly novel. For example, the United States had previously em-
ployed the help of American banks and corporations in the effort to sta-
bilize Europe after World War I. Owen Young, the founder of RCA, ne-
gotiated a revised reparations plan with the German government, in which
J. P. Morgan & Co. would provide financing for Germany’s reparations
payments.”* The Council distinguishes itself, however, by the explicit na-
ture of its diplomatic mission, as pronounced by its designers in the US
government. It was more than a case of public and private interests hap-
pening to coincide; indeed, it was the government consciously deploying
private interests under the banner of a discrete NGO to facilitate diplo-
macy with the Chinese.

The second feature that negates Williams’s assertion of commercial
imperialism is that the political situation in China obviated the American
government’s ability to mold the China market to American interests.
This reality had certainly not always been the case in United States-China
relations. For much of China’s “Century of Humiliation” (c. 1839-1949),
the United States and Europe had been so much more powerful than
China (and China so internally disorganized) that the Western powers
could readily impose imperialism on the Chinese to promote Western
business interests. American commercial imperialism surfaced in the
Treaty of Wangxia (1844), guaranteeing the United States favorable trade
provisions; the Treaty of Tientsin (1860), forcing open China’s ports to
the United States; and John Hay’s infamous Open Door Note of 1899,
recognizing Euro-American spheres of influence in China. Similarly tell-
ing, when the US Marines deployed to China during the Chinese Civil
War and the Second Sino-Japanese War, one of their central mandates was
the protection of American business assets in China.

After the Chinese Revolution in 1949, however, China regained a
considerable amount of organization and power, making it effectively im-
possible for American foreign policy to manipulate China’s internal busi-
ness environment. Mao unified the country and radically increased its
military power, which, after 1964, included atomic weapons. The Anti-
Rightist Campaign in 1957 and the later Cultural Revolution made the
Chinese extremely suspicious of “American imperialism,” and of America
generally. Mao’s politics created not only intense xenophobia, but also
paranoia of displaying any perceived collusion with American influenc .
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Accusations of imperialist or revisionist tendencies could land hapless
Chinese in hard labor camps, or worse. In one instance, a university profes-
sor’s father was put under house arrest because a taxi driver “accused him
of preferring American can openers.” In its economic policies, Beijing
heavily regulated China’s foreign trade to comport with its command-
economic schemes. The Ministry of Foreign Trade ensured that trade was
highly centralized and conducted strictly on the basis of “equality and
mutual benefit 7 thus preventing the renewal of unequal trading arrange-
ments that exploited China.

Unlike in relatively weak Latin American countries, as Williams
tended to cite, American foreign policy could not tear down China’s trade
regime and reformulate it to cater to American interests. Rather, from
1973 to 1978, it was forced to work within the Chinese system and to
mitigate the constraints that China’s regime created. As Wheeler argued
in The Role of American NGOs in China’s Modernization, it was fundamen-
tally through such “invited influenc "—the Chinese desire to renew cul-
tural contacts, rather than through American imposition—that Americans
could begin to rebuild United States-China ties.

REASSESSING THE IMPORTANCE OF TAIWAN

A final revision of the historiography concerns the impact of Taiwan, and
the domestic Taiwan lobby in particular, on the development of bilateral
trade. Taiwan, as mentioned, became a crucial issue hampering the nor-
malization of relations between the United States and China. Follow-
ing the Chinese Revolution in 1949, the United States refused to recog-
nize the legitimacy of the communist state. Rather, it recognized Taiwan’s
Nationalist government under Chiang as the legitimate government of
China. The United States had successfully prevented the admission of
China to the United Nations for two decades, relenting only in 1971 on
the eve of Nixon’s opening to China. Despite the pivot in UN policy,
the mainland remained in diplomatic limbo in Washington. The United
States continued to recognize Taiwan and did not recognize the commu-
nist regime in Beijing until 1979.

Concomitantly in the United States, Taiwan retained an influential
pocket of supporters known historically as the China lobby (or, for clarity,
the Taiwan lobby). As discussed in chapter 4, the Taiwan lobby consisted
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mainly of Republican politicians and anticommunist businessmen who
strongly supported Nationalist Taiwan, opposed the mainland’s admission
to the United Nations, opposed the normalization of relations with China,
and supported the 1954 Mutual Defense Treaty binding the United States
to protect Taiwan’s national security. The Taiwan lobby’s heyday, as the
historiography accurately describes, was during the Red Scare/McCarthy
era of the 1950s, when emotions ran high over the supposed loss of China.

This work revises the Taiwan historiography in two respects. First,
though historians have rightly argued that the Taiwan lobby had declined
in influence by the time of Nixon’s opening in 1972, they have understated
Taiwan’s continuing importance in delaying the normalization of relations
until 1979. While the Taiwan lobby’s influence had obviously waned since
the heyday of McCarthyism, this was not always apparent to American
policymakers. Nixon, Ford, and Jimmy Carter, in their private records (in-
cluding in the Nixon tapes), all expressed ongoing concern with the power
of the Taiwan lobby to promote a domestic backlash against the diplo-
matic recognition of China. Further, the Taiwanese themselves continued
to prosecute lobbying efforts in the United States even late in the Sino-US
rapprochement. A prime example was Taiwan’s creation of the USA-ROC
[Republic of China] Economic Council in 1976—a direct Taiwanese reply
to the National Council. Meant to secure the US-Taiwanese business ties
that were, in Taipei’s view, imperiled, the new group angered the Chinese
and threatened to impede US trade ties with the mainland. In light of
these factors, I reevaluate the problems Taiwan posed for the Council’s
mission to expand trade.

More importantly, the historiography on Taiwan has neglected the
interplay of politics and economics. It has assumed that while the Taiwan
issue had political impacts, Taiwan had “not much” of an impact on trade
after Nixon’s opening.*® In reality, by blocking normalization, the Taiwan
problem blocked corollary trade measures that were contingent on diplo-
matic recognition: an MFN treaty, bilateral investment treaties enabling
FDI, intellectual property protections, export-import credits, and the reso-
lution of the foreign claims issue.”” Additionally, the advent of the USA-
ROC Economic Council created numerous complications for the Na-
tional Council’s informal diplomacy. This book thus synthesizes political
and economic historiographies, demonstrating not only Taiwan’s political
impacts, but also its corollary stunting effect on Sino-American trade.
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A ROADMAP

I examine the Council in the course of fi e chapters. Chapter 1 catalogues
the litany of challenges to United States-China trade in the 1970s. Though
Nixon and Kissinger saw trade as a possible avenue of exchange, they did
not prioritize it for many reasons. China’s economic weaknesses seemed
to preclude a major trading relationship. Despite China’s population of
nearly one billion, its foreign trade sector was so weak that it accounted
for only half a percent of all global foreign trade in 1976.°* Americans mis-
understood the Chinese economy following the cut-oft of all contacts
from 1951 to 1971. Cultural ignorance affected the Chinese as well, as
both sides lacked basic insights into how each other’s economies func-
tioned. From the vantage point of the 1970s, Sino-US globalization
seemed not only 7oz inevitable, but also distinctly unlikely.

Chapter 2 examines the Council’s founding, its design as an institu-
tion of backchannel diplomacy, and its mission to Beijing in November
1973.1 argue that the Council’s role in augmenting officia diplomacy in
China was not merely incidental, but that the executive branch designed
and deployed the Council as a means of “alternative . . . representation’—
thus complementing traditional state-to-state diplomacy—in the period
before diplomatic relations.*

Chapter 3 presents a comparative analysis of the Nixon administra-
tion’s economic strategy in China and in the Soviet Union. Both nations
were the subjects of ongoing diplomatic efforts (rapprochement and dé-
tente, respectively) that also incorporated informal, nongovernmental
trade diplomacy. Their status as the world’s two most important non-
market economies, the Nixon administration’s emphasis on triangular
diplomacy, and Nixon’s view of China and the Soviets as on parallel tracks
in the American response to East-West trade all make the two cases ripe
for comparison.

Chapter 4 examines the Council’s activities from 1974 to 1977. Rely-
ing on the Ford Library’s archives, the chapter reconstructs the Council’s
role in facilitating early bilateral trade. Issues include the U.S. China Busi-
ness Review, the academic advisory board, reciprocal trade missions of the
China Council for the Promotion of International Trade (CCPIT), and
delegations of China’s F'TCs. By directly coordinating its member fi ms
with China’s buyers and sellers in the F'TCs, the Council enabled some of
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the first post-embargo business transactions. The Council, fina ly, miti-
gated the lack of a legal trade framework by privately negotiating agree-
ments with the Chinese, including a notable measure protecting American
intellectual property. The chapter then turns to the Council’s limits, dem-
onstrating the contingency and fragility of bilateral trade. It analyzes three
factors that destabilized bilateral trade: the resurgence of the Taiwan lobby
(especially in the 1976 election), the Tangshan earthquake of 1976, and
the deaths of Mao and Zhou Enlai.

Chapter 5 examines the Council in the midst of key political water-
sheds at the close of the 1970s. The normalization of relations, achieved
in 1979, coupled with Deng’s ascendancy, began to unravel the toughest
obstacles to bilateral trade. In the immediate term, normalization boosted
interest in the Council to unprecedented levels, causing its corporate
membership to triple in a few months. Yet normalization also entailed
basic changes to the roles and signifi ance of the Council, including di-
minished importance in the long-term future of bilateral trade.

The book concludes with an examination of the Council’s post-1980
history—its successes, failures, and ultimate importance in the history of
Sino-US relations—and a historiographical afterword on the Council and

current NGO scholarship.

A NOTE ON SOURCES

A number of primary sources have proven indispensable. First was the
United States-China Business Council Records, two substantial donations of
the Council’s original papers to the Ford Library. These primary sources
formed the backbone of my work, spanning original newspaper clippings
on trade from the 1970s, to the first editions of the U.S. China Business Re-
view, to many pages of Christopher H. Phillips’s handwritten notes. I am
indebted to the Ford Library’s archivists, who reviewed and released fi e
boxes of previously sealed materials relating to the Council and the de-
bate over MFN status. A glance at this book’s notes will confi m the cen-
trality of this collection. I should note that in many instances these sources
include only the Wade-Giles Romanization of various Chinese names,
which was customary until 1980. Where the figu e was sufficien y emi-
nent to cross-reference (for example, Han Xu), or in the instances in which
the Chinese characters survived, I have converted the Chinese names to
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their more modern pinyin spellings. Taiwanese names remain in Wade-
Giles, however, as was the general custom until recent years.

I also drew from a number of other primary source collections. The US
Department of State’s Foreign Relations of the United States series helped
contextualize the broader political landscape in which bilateral trade de-
veloped. Hale Boggs and Gerald Ford’s “Impressions of the New China,”
areport made to the House of Representatives after their 1972 mission to
China, was particularly useful for chapter 2. Where the primary sources
were unclear, two excellent secondary sources mapped out the broader
timeline: Ezra Vogel's Deng Xiaoping and the Transformation of China and
Daniel Breck Walker’s unpublished dissertation, “‘Yesterday’s Answers’ or
“Tomorrow’s Solutions’: The Cold War Diplomacy of Cyrus Vance.”

Finally, I relied extensively on four interviews. The first was a 1993
interview of the late Christopher H. Phillips, the Council’s first president,
by the noted oral historian Charles Stuart Kennedy. Phillips’s insider per-
spective united important but diffuse pieces of the story. The three other
interviews I conducted in the fall of 2015. These were with the economist
Dwight Perkins; the Council’s first vice president, Eugene Theroux; and
the Council’s executive director, Nicholas Ludlow, who also spearheaded
the development of the U.S. China Business Review. I am especially in-
debted to Ludlow, who mailed me a dossier of his notes and personal rec-
ommendations from his time at the Council, including correspondence
with George H. W. Bush, who served as Peking liaison chief from 1974
to 1975.

These rich collections have helped fil gaps in understanding regard-
ing early Sino-US diplomatic and economic interaction. A glimpse into
the past may also illuminate the potential future(s) of Sino-US relations—
an evolution still unfolding in the living present. Indeed, as Mao was a
vanguard for the discarded ideas of Marx, the Council was, in many ways,
a vanguard for the presently globalized Sino-American relationship. His-
toricizing the Council’s early bilateral trade and reappraising its forgotten
contribution will alter and refine our conceptions of this world-historic
development.
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Disorder under Heaven

The Deep Uncertainty of Sino-American Trade

I am confident that our side can keep multiplying the complexi-
ties as long as your side can. It is something we are very good at.
—Henry Kissinger to Deng Xiaoping, Beijing,

November 26, 19741

We’re revolutionaries. There is nothing you could sell us that we
[would] want.
—Unnamed Chinese official to Rob t Hormats, 19722

In economic theory, there is a difference between “risk” and “uncertainty.”
Risk implies that while the outcome is unknown, there is a known proba-
bility calculus that can be used to predict the results. Uncertainty, in con-
trast, implies that not only is the outcome unknown, but that there is also
no known method to approximate the chances of success or failure. Trad-
ing with China in the early 1970s was, in many ways, illustrative of such
uncertainty. China’s political instability under Mao Zedong’s Cultural
Revolution, Mao’s previous expropriation of American business assets,
and the lack of normalized relations meant that American businesses
would be forced to go it alone in China. Moreover, China’s economy and

22
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culture remained an alien commodity in the United States, as was Ameri-
can culture in China. What was China like? What could it produce? What
did it demand? From the vantage point of the early 1970s, entering the
China market was the commercial equivalent of taking a shot in the dark.
The barriers to trade discussed in this chapter underline the highly
contingent nature of America’s early economic relationship with Mao’s
China—likely intriguing to contemporary readers accustomed to China’s
economic power. Yet the historical record suggests no deeper force—no
invisible hand—led to the teleological end of a trading relationship.
Rather, it was a course propelled by discrete political decision-making, and
occasionally, as with the Tangshan earthquake, a course repelled by uncon-
trollable events. Indeed, as trade seemed near a breakthrough in 1975, the
year 1976 ushered in grave economic, political, and environmental insta-
bilities that caused trade to plummet. Simultaneously, these pervasive con-
tingencies demonstrated the need for an organization like the Council,
which could navigate and mitigate such issues in trade and diplomacy.

TRADE: NOT PRIORITIZED IN NIXON’S RAPPROCHEMENT

Richard Nixon and Henry Kissinger did not conceive of rapprochement
as an economic endeavor. Their aim in China was, rather, a political alli-
ance against the Soviet Union. Bilateral trade was so small in 1973 that it
was a laughing matter for Mao and Kissinger. Mao reminded Kissinger:

Mao: The trade between our two countries at present is very pitiful.
It is gradually increasing. You know China is a very poor country. We
don’t have much. What we have in excess is women. (Laughter.)

Kissinger: There are no quotas for those or tariffs. . . . Our interest in
trade with China is not commercial. It is to establish a relationship
that is necessary for the political relations we both have.*

As their exchange reveals, a major trading relationship was regarded to be
not only unlikely, but so improbable as to be a joking matter.

Grasping China’s economic troubles, Nixon and Kissinger instead
viewed the opening to China as a hardheaded act of realism with dual stra-
tegic aims. They believed first that by courting China, they could induce



24 FORGOTTEN VANGUARD

Beijing to decrease its aid to North Vietnam, facilitating an American
withdrawal from the Vietnam War.® Second, they thought that in the long
term they could contain the Soviet Union and reduce its capabilities by
drawing China into a geopolitical partnership.® On the eve of Nixon’s
1972 visit to Beijing, Kissinger explained, “Right now, we need the Chi-
nese to correct the Russians and to discipline the Russians.”” By engaging
in this “triangular diplomacy,” or “linkage,” Nixon and Kissinger thus
hoped to retrench American power against the backdrop of the Vietnam
quagmire.

This classic strategic interpretation has recently become a matter of
historiographical contention. A new view asserts that US policymakers
saw China as a “frustrated modernizer” embittered over its failure “to be-
come a first rate industrial power and establish modern economic sectors
under communism.” Thus, the United States might reverse its embargo
and use its economic power “to persuade China to abandon its communist
model” and “move closer to .. . the capitalist example.” Economic mod-
ernization might similarly induce Beijing to “turn toward the free world
rather than the Soviet Union.”

While this view eventually gained some traction, that Richard Nixon
was steered by it is dubious. In arguing for the “frustrated modernizer”
thesis, Mao Lin casts Nixon as an early doubter of the wisdom of Truman’s
embargo. He writes, “As early as in 1953, Nixon pointed out that the
‘policy of containment and economic [blockade] of China ... has very little
chance’ of success.”™ Yet placing the quotation into its proper context in
Nixon’s 1953 brief reveals a different sentiment:

Nixon: We could follow a policy of containment and economic block-
ade, basing the policy on the hope of overthrowing the government
from within instead of from without. In my opinion, this has very
little chance.'?

Then-vice president Nixon was referring to the possibility of overthrow-
ing the Chinese state sheerly through economic coercion—an issue that
differed from the overall logic of the embargo. While in 1949 and early
1950, Truman, George Kennan, Dean Acheson, and British strategists had
hoped to draw China from the Soviets through economic concessions,
after the Korean War, support for a Chinese embargo ran high."* The out-
break of hostilities reinforced the American belief that it was illegitimate
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to economically aid known enemies. Yet such beliefs were not widely
shared by those European allies uninvolved in the Korean War and desir-
ing Chinese trade.!* When Nixon commented in the same report that
“we must recognize that trade [with China] is inevitable,” this was, as he
spelled out, in reference to “the pressures of our allies and the neutral na-
tions” that disagreed with the American-led Coordinating Committee
(COCOM) regulations.” That is to say, as Nixon recognized that
allies still desired Chinese trade contacts, he advised that the United States
should not treat discovery of such contacts so harshly as to alienate allies
and neutrals. This was particularly the case with Great Britain, at once
Washington’s strongest ally and also a historic trader with China through
Hong Kong. Nixon’s insight was thus distinct from the claim that by 1953
he precociously considered the economic controls futile.

Fourteen years later, Nixon again laid out his views on United States-
Asia relations. His seminal Foreign Affairs article, “Asia After Viet Nam,”
reinforced his skepticism about an economic opening to China.'® Writing
around October 1967, Nixon repeatedly referred to the “Chinese threat” to
stability in Asia.'” Most Asian nations, he argued, “recognize[d] a common
danger, and s[aw] its source as Peking,” perceived “the common danger
from Communist China,” and considered the “threat of ‘Red China’ . . .
clear, present, and repeatedly and insistently expressed.”*® Nixon famously
cautioned that “we simply cannot afford to leave China forever outside the
family nations,” but also warned against those who urged a rapid open-
ing.” Constructive diplomacy did “not mean, as many would simplistically
have it, rushing to grant recognition to Peking, to admit it to the United
Nations, and zo ply it with offers of trade.”™ Economic concessions to China
would simply “confi m its rulers in their present course,” while prudence
dictated “a policy ... of no reward.” Indeed, Chinese modernization was
undesirable so long as China’s geopolitical loyalties remained uncertain.
Benefits derived from an American-led modernization could just as easily
be turned against the United States.

Yet Nixon’s strategic conception of China—more wistful than clair-
voyant in its 1967 formulation, which entertained only long-term hopes
for change—rapidly evolved in light of geopolitics. After he assumed the
presidency, impetus for Sino-American triangular diplomacy began to
spring from the increasingly explosive Sino-Soviet split. While Moscow
and Beijing had traded ideological criticisms and competed for Hanoi’s
loyalty throughout the 1960s, tensions boiled over in March 1969 when
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the Chinese and Soviets initiated a nine-month border war. The Chinese
interpreted their worsening relations with Moscow as a reason to seek
American contacts. Following the Chinese Communist Party’s (CCP) 9th
Party Congress in April 1969, Mao convened four Chinese marshals—
Chen Yi, Ye Jianying, Xu Xiangqian, and Nie Rongzhen—to produce a
strategic assessment of the geopolitical situation.”” The marshals con-
cluded, in September 1969, that while the Soviets were indeed planning
to launch a large-scale attack on China, Soviet “apprehensions about pos-
sible Sino-American unity ma[d]e them uneasy to raise a large-scale mili-
tary assault on our country.”® Leaning to the American side, then, could
provide Beijing with an answer to its fears about the Soviet encirclement
of China.

Nixon similarly considered the potential that China might be
“smashed” as dangerous to world stability, as the Chinese served as a coun-
terweight to Soviet hegemony.?* The border clash indicated that the Chi-
nese were likely now more anti-Soviet than anti-American, and thus, that
Nixon and Kissinger might co-opt Beijing in their “game with the Sovi-
ets.”” While the CIA cautioned the administration that there was “almost
no chance of signifi ant compromise on the ideological questions,” it also
reinforced that China’s “hope to unsettle the Soviets” had “moved [Beijing]
from its previous intransigence to a more flexible approach designed to
exploit the Sino-US relationship.”” The Sino-Soviet border war thus “un-
doubtedly [acted as] the principal catalyst in prompting a more urgent
approach to rapprochement” with Beijing—converting Nixon’s “policy .. .
of no reward” to more immediate-term trade concessions following his
1969 reevaluation of the commercial controls.”

From this potential Sino-American opening, Nixon and Kissinger
theorized additional strategic benefits They saw China’s military aid as
the lynchpin behind North Vietnam’s continued resistance. Since the
1950s, China had underwritten substantial portions of North Vietnam’s
war effort and had provided key technical assistance.?® The assumption
that diplomacy could soften this aid informed Kissinger’s secret mission
to Beijing in July 1971. On April 27, two months before his historic secret
trip, Kissinger told Nixon: “I think if we can get this [China] thing work-
ing, we'll end Vietnam this year.”® Yet Kissinger encountered resistance
to this theorem in Beijing. In their July meetings, Zhou Enlai would not
and could not make any concessions on Indochina. The pair at least saw
eye to eye about their mutual desire to contain the Soviets. When briefing
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Nixon about his trip, Kissinger encouragingly reported that “[the Chinese]
are deeply worried about the Soviet threat and see us as a balancing force
against the USSR.”® Zhou’s overture suggested that Beijing would enter-
tain further US negotiations, at least on the Soviet issue—in line with the
Four Marshals’ earlier recommendation.

Before his own visit in February 1972, Nixon sent an officia message
to Mao that underlined the importance of “find[ing] a negotiated settle-
ment to the Indo-China war.”*! Yet again, during their negotiations in
Beijing, Mao and Zhou showed little interest in selling out North Viet-
nam. Zhou directly told Nixon and Kissinger, “the Vietnamese are figh -
ing for their country, and as long as they continue fightin , we must con-
tinue to support them.”? Chinese concessions on Vietnam came only
indirectly. Chinese funding to the North declined from $200 million in
1972 to $85 million in 1973, but the drop arguably would have occurred
anyway in light of pending American troop withdrawals.*® The Chinese
also encouraged the North Vietnamese to settle at the ongoing peace talks
in Paris. Overall, however, rapprochement could not reverse South Viet-
nam’s ultimate fall. By 1974, Chinese funding had bounced back to $180
million per year, and by April 1975 the communists had overrun Saigon.**

Regarding the anti-Soviet facet of their mission, Nixon and Kissinger
were more successful. The visit reconfi med that both the Americans and
the Chinese saw the Soviet Union as the primary threat to their respective
interests. The Nixon opening changed the world in the sense that it laid
the groundwork for future American efforts to further isolate the Soviets
from their former allies in Beijing. It seemed that Nixon’s “enemy of my
enemy is my friend” strategy had worked, paving the way for further tri-
angular diplomacy in détente.

When it happened to surface, trade remained a tangential issue in
these early negotiations. Nixon and Kissinger valued trade possibilities
more for their potential political symbolism than for their economic im-
pacts. The New York Times recognized this reality in a 1971 analysis. While
“only symbolic trade [was] anticipated” from relaxing controls on business,
Nixon instead hoped to “stimulate the business of diplomacy.” Indeed,
administration official “made it plain that President Nixon’s announce-
ment . . . was designed primarily as a political rather than an economic
gesture. Neither the Administration nor American business executives an-

ticipate meaningful commerce with China in the ‘foreseeable future.””
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Rather than economic motivations, Nixon believed that granting
trade concessions could show his “willingness” to embrace the Chinese as
a geopolitical partner.’” He thus began to relax Truman’s embargo in a cal-
culated manner, using each concession to boost Sino-US diplomacy. In
June 1971, for example, while appreciating that trade would remain small
in absolute terms, he unfettered a long list of nonstrategic trade items as an
amity gesture before Kissinger’s trip in July.*®* As Nixon explained in a con-
versation in April 1971, “the relaxation of trade that we are planning is
mostly symbolic.”* It was, indeed, mostly symbolic in the context of over-
all levels of foreign trade, but a highly important symbol in the context of
geopolitics.

Nixon, in conversation with Alexander Haig and Bob Haldeman in
May 1971, also opined that “releas[ing] some more items for trade with
China” could send a political message to the USSR.** Nixon understood
that the Soviets were closely monitoring American trade concessions to
China. Partial liberalizations, signaling warming Sino-US relations, could
push the Soviets into greater cooperation on détente. Yet Nixon was also
aware that moving too quickly with concessions for China would be “gall-
ing” to the Soviets, risking détente altogether.* The issue was particularly
delicate given the ongoing Strategic Arms Limitation Talks (SALT) in
Helsinki, which had commenced in November 1969. Nixon considered
the agreements a potential capstone of his presidency. The State Depart-
ment thus proved cautious about the issue, informing him that he must
do nothing to “irritate” the Russians, given the overarching push for dé-
tente.”? While Nixon ridiculed what he considered the State Department’s
timidity, his actions on trade nevertheless adhered to its basic advice.

Nixon proceeded by unwinding the trade embargo in “small steps™—
a three-tiered approach suggested by Kissinger.” Seeking leverage over the
Soviets in Helsinki, he approved a list of nonstrategic trade items for
China.* This first foray into triangular diplomacy seemed to profit “As
Nixon and Kissinger had hoped,” writes Daniel Sargent, “their China
opening ‘improved Russian manners’ and invigorated Soviet-American
détente with new urgency,” leading to a successful conclusion of SALT in
May 1972.% Nixon triumphantly concluded, “Let me tell you something:
without China, they [the Soviets] never would have agreed to the SALT.”*
Securing the Anti-Ballistic Missile Treaty temporarily depressed concerns
of Russian irritation, opening a path to greater liberalization of Sino-US
trade policy.” Though America’s trade with China remained small in
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economic terms, the SALT experience validated its importance as a geo-
political chess piece.

In the American estimation, the Chinese shared a similar basic per-
spective on the signifi ance of trade: while trade might provide economic
benefits political concerns outweighed monetary values. In Kissinger’s
second visit to Beijing in October 1971, Zhou swept aside discussions of
“subsidiary issue[s]” like trade.*® In Zhou’s view, trade distracted from
more pressing geopolitical concerns. Discussing such a “technical” matter
also “serve[d] to make relations look more ‘normal’ than they really” were.*
Zhou, in Kissinger’s words, thus “airily dismissed the subject of trade.”’

Auxiliary talks between Kissinger’s and Zhou’s entourages reinforced
the blasé attitude the Chinese projected regarding trade. On October 22,
the State Department China hands John H. Holdridge and Alfred Jenkins
sat down with Zhou’s aide, Xiong Xianghui, to discuss bilateral exchanges.
When Jenkins broached the subject of trade, Xiong reiterated three times
that he was “not interested in this question.”! Not only were the “present
conditions ... not yet right” for trade, but Xiong also boasted that he was
thankful for the American embargo, as it had “enabled us to carry out
Chairman Mao’s policy of self-reliance even more rapidly.”**

Summing up these views around March 1972, the National Security
Council (NSC) stated,

the PRC [People’s Republic of China] has made it clear that trade
could be expected to grow only slowly and hinted that the rate of
growth would be determined politically. . .. The PRC looks on trade
as a means of obtaining items essential to its economy and exports
only items which it must in order to get the hard currency for vitally
needed imports. It also uses trade as a means of encouraging people-
to-people relationships and influencing policies of other countries

concerning such issues as Taiwan.”

Nixon’s public visit to China in February 1972 made only marginal gains
in forwarding the Sino-American trade agenda. The Shanghai Commu-
niqué, a statement of mutual understanding issued by Nixon and Mao at
the end of Nixon’s first visit, tepidly endorsed bilateral trade at the docu-
ment’s end: “Both sides view bilateral trade as another area from which
mutual benefit can be derived, and agreed that economic relations based
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on equality and mutual benefit are in the interest of the peoples of the two
countries. They agree to facilitate the progressive development of trade
between their two countries.”*

While Chinese and American diplomats would reference the com-
muniqué throughout later negotiations, its trade provisions had no im-
mediate effect. Kissinger, appreciating both Chinese poverty and Chinese
diplomatic subtlety, privately expressed his skepticism: “The maximum
amount of bilateral trade possible between us, even if we make great ef-
forts, is infinitesimal in terms of our total economy. And the exchanges,
while they are important, will not change objective realities.” Kissinger
later said of the communiqué’s agreements, “We both know that basically
they don’t mean anything.”® Though Kissinger’s comments seem pes-
simistic given our current knowledge of China’s economic ascent, they
were a reasonable stance at the time, given the immense obstacles to bi-
lateral trade.

THE ACUTE WEAKNESS OF CHINA’S ECONOMY

Globally, the Chinese economy had been in decline since the turn of the
twentieth century, in both relative and absolute terms. While in 1860
China had accounted for about 20% of global GDP, by 1950 it produced
less than 5% of global GDP>7 As the Western economies had grown dra-
matically, reducing China’s relative share of global wealth, China itself
had also stagnated for decades. From 1913 to 1950 overall, and particularly
from 1927 to 1949, when the Chinese Civil War and Japan’s simultaneous
invasion wracked the Chinese mainland, China’s economy grew only 1.5%
over thirty-seven years.

After Mao consolidated control of China and ejected the National-
ists, he temporarily reversed some of this profound economic stagnation,
at least in nominal terms. From 1952 to 1959, Chinese officia figu es re-
ported that GDP per capita expanded at about 3% per year.”” As many
economic historians have shown, there is good reason to doubt these of-
ficial statistics. The Chinese government’s accounting, in the first instance,
relied on inaccurate and inflated price statistics to calculate GDP, which
systematically overestimated industrial values.®® As in the Soviet system,
prices were not determined by market rates, but rather were set by artifi-
cial governmental estimation. Moreover, Soviet injections of capital and
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technical assistance before the Sino-Soviet split helped to mask the sys-
temic weaknesses of Chinese industry.®!

Even in officia estimation, however, the Chinese economy suftered
devastating setbacks with the advent of Mao’s Great Leap Forward, be-
ginning in 1958. In this frenzied push for modernization, local cadres
came under extreme political pressure to report positive, even if fictitious
growth rates in everything from agriculture to steel production. The fan-
tastical yield estimates they provided to Beijing led the central government
to requisition local goods, including food supplies, at an unsustainable
level that caused major local resource deficits ¢

By about 1960, the contradictions of the Great Leap reached a critical
point. Following Mao’s political break with Moscow in the Sino-Soviet
split, the USSR withdrew all investments and technical advisors on ex-
tremely short notice, arresting the development of Chinese factories.** In-
dustrial growth would not recover to its former levels for at least fi e
years.** Mao’s rapid collectivization experiment had also failed to mean-
ingfully increase the production of such crucial items as steel and grain.
Backyard furnaces, in the attempt to create high-quality steel, had smelted
thousands of tons of useless pig iron. Furthermore, governmental requisi-
tions of grain left the provinces with little or no surplus harvests.®” The
barrage of mismanagement combined with drought in 1958, the Yellow
River flood in 1959, and further drought in 1960 to create a serious re-
source crisis, leading to the Great Chinese Famine in which somewhere
between twenty-fi e million and forty million Chinese died.®® The tragedy
was compounded not only by the fact that China remained a net grain
exporter through the famine, but also by Mao’s consistent refusal to accept
international food aid.*” Even according to China’s officia numbers avail-
able to observers at the time, the Great Leap Forward had devastated Chi-
na’s economy. From 1960 to 1962, its GDP contracted more than 20%.%
More modern estimates have suggested that “grain output fell 26% and
cotton output by 38%” following the Great Leap, making it “a very expen-
sive disaster” on the whole.®

By 1970, China’s economic situation was not much more encourag-
ing. The political chaos of the Cultural Revolution, lasting from 1966 to
1976, gave Americans the impression that China was a risky investment.
The Cultural Revolution caused further economic slowdowns in 1967 and
1968. Even by Beijing’s contemporary estimates, the economy contracted
at least -5.7% and -4.1%, respectively, in these two years.”” As Nixon’s
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opening neared, China remained poor in both total and per capita GDP.
China’s national GDP in 1970 was about $91 billion, falling far short of
the United States’ $1.07 trillion.” Though China had a population in
1970 four times larger than America’s, its GDP was ten times smaller.
Perhaps most telling was the GDP per capita figu e. Americans earned
approximately $5,246 per year in 1970 (the highest per capita income in
the world), while the average Chinese took in a meager $113 annually.”
China’s abysmal per capita income produced the corollary of virtually no
Chinese consumer demand, betraying the myth of the China market.

Mao’s philosophy also impeded foreign trade. Recalling the “Century
of Humiliation” at Western hands, he remained focused on tightly con-
trolling the foreign trade apparatus to prevent the development of trade
imbalances. While other newly industrializing economies (NIEs) such as
Taiwan, South Korea, and Singapore had emerged as global competitors
given their low labor costs and openness to foreign direct investment
(FDI), Mao took a strong stand, both rhetorically and in practice, against
this trend. In a characteristic exchange, when Nikita Khrushchev asked
to use Chinese workers for a 1958 logging project, Mao responded: “For
years it’s been a widely held view that because China is an underdeveloped
and overpopulated country, it represented a good source of cheap labor.
But you know, we Chinese find this attitude very offensive. Coming from
you, it’s rather embarrassing.””

Mao continued his resistance to FDI, privatization, and the emerg-
ing “East Asian model” up until his death in 1976. Even if Mao had al-
lowed FDI, there is the further question of what the Chinese themselves
could have done with it.”* During the Cultural Revolution, the CCP had
gutted the Chinese university system, and particularly science and engi-
neering. Mao abolished the entrance exam and replaced concerns for sci-
entific rigor with the priority of political education for the “proper classes,”
dampening China’s technical innovation and industrial capacity.” Only
after Deng Xiaoping’s ascent to power would China make signifi ant
gains in restoring its science and engineering regime.

“CHINA WAS SIMPLY AN INTELLECTUAL ABSTRACTION IN MY MIND”:
THE PROFOUND GULF OF KNOWLEDGE ON THE NEW CHINA

Another factor that cannot be ignored was the contemporary gulf of cul-
tural understanding. While there is allegedly an American tendency to-
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ward cultural insularity (and such a tendency in Chinese culture as well),
in the 1970s a special confluence of factors forced even America’s most
sophisticated diplomats and China hands to admit their deep ignorance
of China’s culture and society. And in the reverse, Chinese ignorance of
American culture and custom would create substantial work for the Na-
tional Council as it facilitated bilateral exchanges.

Michel (“Mike”) Oksenberg poignantly described this dilemma in a
1977 interview with China trader Julian Sobin. Oksenberg, who was then
serving as a China expert in President Jimmy Carter’s NSC, had, on the
eve of his first visit to China, studied the nation for more than a decade.”
He was a professor of political science at the University of Michigan and
worked for its Center for Chinese Studies.” Yet the night before he en-
tered mainland China for the first tim , he found himself awestruck:

MO: 1 think that after all, 25 years, we had been without direct con-
tact with China and a study of China for many academics is sheerly
an intellectual exercise. I remember very well the night before I went
into China for my first tim .

JS: When was that, Mike?

MO: Summer, excuse me, December of 1972. And I had taken my
tape recorder as we all do and I was sitting in the hotel room in Hong
Kong and I decided that I would tape on the evening before I went in
what I thought I was going to see in China so that I could compare.

JS: Aren't you disciplined? That’s wonderful.

MO: So I 'sat down, and this is a very sobering experience. I had stud-
ied China then for 12 years. I had begun graduate school in 1960 and
I turned the tape on and normally I have no problem of talking, and
all of a sudden I had nothing to say, and I realized that China was
simply an intellectual abstraction in my mind and that the range of
possibilities for me as to what I really was going to see was so great
that I really had very little idea precisely what I would see. I knew
some of the cities that we were going to, so I thought, “well if I didn’t
have anything of a general nature to say, I would at least say what did
I think Canton or Shanghai would really be like.” All that came on in
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that television screen in the back of my mind was the letters C-A-N-
T-O-N, with nothing to fil in. I realized I had been a huge fraud.”

Oksenberg’s modicum of knowledge, as both a professor and a China spe-
cialist, was still presumably much vaster than that of the average American.
Dwight Perkins, then the associate director of Harvard’s East Asian Re-
search Center, similarly recollected to Sobin that “there was a tremendous
level of ignorance about how to deal with China in the early years.””

Undoubtedly one of the greatest contributors to Sino-American cul-
tural ignorance had been the ban on traveling to China that Washington
imposed from 1950 to 1970. While President Lyndon Johnson, in 1965,
had made limited concessions by allowing medical personnel and scientists
to apply for visas, real change did not come until 1970.% In anticipation
of an overture to China, Nixon “remove[d] all aspects of the travel ban”
and allowed unrestricted American application for Chinese visas.®! Even
with the ban removed, travel still remained problematic. Of the one thou-
sand Americans who applied for Chinese visas in 1970, only three received
them.® Unsurprisingly, “no Chinese applied for entry to the United
States.”® The cumulative and incredible result of the two-decade travel
ban was that from 1950 to 1970 only an average of seventy-fi e Ameri-
cans per year had set foot in mainland China.* Such miniscule exchanges
stand in stark contrast to current American travel to China: in 2015 alone,
Americans made about 1.2 million visits to the mainland.® The embargo
and travel ban, in turn, meant that a generation of American businessmen
had had no meaningful interaction with the Chinese economy.

Further, the Chinese American diaspora remained relatively small and
marginalized in this period. By the 1970s, the diaspora had not developed
its later levels of sophistication and entrepreneurial capacity. Though Chi-
nese exclusion had ended in 1943, the Immigration and Nationality Act
of 1952 had established a tiny 105-visa quota for every “Asian” country.®
The Immigration Act of 1965 represented the first major liberalization,
expanding the quotas to 20,000 immigrants per nation, with a 270,000~
immigrant cap annually.®” Under this arrangement, the United States
counted Hong Kong, Taiwan, and mainland China as separate “nations,”
for a total of 60,000 immigrants per year.*® Additionally, Chinese now
could immigrate to the United States for the purpose of “family reunifi a-
tion,” creating an uptick in Chinese arrivals.®” While the new arrivals bol-
stered Chinese American numbers from about 240,000 in 1960 to 436,000
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in 1970, they did not substantially enhance bilateral trade.” As Wellington
K. K. Chan has documented, the first generation of post-1965 immigrants

generally came from the working or lower-middle class and lacked
college education or managerial experience in modern business.
When they engaged in retail business, it tended to be of the tradi-
tional type—small groceries selling Chinese goods, tourist gift shops,
restaurants, laundries, and the like. The majority among this group did
not possess sufficient independent resources to start their own busi-
nesses; they simply found employment within the ethnic community
or in locations nearby.”!

These initial arrivals differed sharply from Chinese American immigrants
in the 1980s and 1990s, who tended to be wealthy and well educated, and
who had substantial trans-Pacific ties that benefited trade.”” Additionally,
the diaspora of the 1960s predominantly sympathized with the National-
ists; the Taiwanese embassy “spent a lot of time . .. trying to reassure them”
of America’s continued support for Chiang Kai-shek.”

This lack of cultural, political, and economic ties to the mainland in
the wake of the trade and travel bans created unique and interesting prob-
lems for bilateral trade. Eugene Theroux, first vice president of the Na-
tional Council, recounted such misunderstandings in a 1978 interview.
Once, while at the Canton Trade Fair, he encountered some Chinese mer-
chants unsuccessfully peddling sewing machines. Theroux was surprised
to discover their brand name: “Typical Sewing Machine.” Theroux then
asked the sellers why they had chosen to call their product “Typical Sew-
ing Machine,” as it seemed like an “undistinguished” name.”* The Chinese
retorted that if America had “Standard Oil,” why should they not call their
product “Typical Sewing Machine”? Theroux then had to explain to the
Chinese that while “standard” connotes a measure against which all others
are judged, “typical” connotes an undifferentiated or boring product.”

Theroux recalled other issues that arose with Chinese manufacturers
and cultural misunderstandings. Why should they have to produce their
products under American brand names? Why must they specify that a
garment be hand-washed? (Few Chinese owned washing machines, and
thus hand washing was the only method they had considered.) They also
asked Theroux why they had to sew button-eyes on stuffed panda bears
so tightly. Theroux replied that it was a consumer product safety measure
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so that a child would not eat them. The sellers then asked him why a
child would eat the eyes when they were plastic and not made for eating.
Theroux also recalled some of the issues that translation introduced. Oc-
casionally, Chinese brand names made no sense to Americans. In other
instances, “their brand names just wouldn’t work here—like White Ele-
phant Auto Parts, Pansy Men’s Clothing, Junk Chemicals, Fang Fang Lip-
stick, Fuking Pliers.”

While such issues arise often in international business, the twenty-
year cut-off meant that by the 1970s American traders were effectively
starting de novo in China, with access to few institutional resources. In-
deed, mutual cultural ignorance proved a systemic obstacle to bilateral
trade. The American business community did not understand what China
wanted, had few Chinese-speaking Chinese Americans to act as medi-
ators, and remained ignorant of what the Chinese could supply. As Perkins
would later recall, getting trade into full swing would require “basic edu-

cation on the nature of China.””

THE LACK OF NORMALIZED RELATIONS: A MAJOR OBSTACLE
TO TRADE

The dual absence of diplomatic recognition and most-favored-nation
(MFN) status for China presented two of the most pernicious handicaps
to renewed trade. MFN, also called “normal trade relations,” implies that
if “a country gives favorable treatment to one country regarding a par-
ticular issue, it must treat all [other MFNs] equally with respect to the
same issue.””® Essentially, after making a nation an MFN, the United
States cannot subsequently offer that country less favorable terms of trade
than it has offered all other MFNs. While MFN remains a bedrock prin-
ciple of international trade, Truman had (somewhat redundantly) revoked
MFN for China in 1951, shortly after his general Chinese embargo.”
Without MFN, Chinese goods entering the United States after Nixon’s
relaxation were subject to the infamous Smoot-Hawley Tariff of 1930,
which had radically hiked import duties at the onset of the Great De-
pression.'® The United States would not reinstate MFN for China until
January 24,1980, creating special problems for bilateral trade in the 1970s.

In practical terms, the lack of MFN made many Chinese imports un-
competitive on the American market. While the tariffs for non-MFN
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nations were non-standardized, a few items demonstrate the impact of
MFN’s absence. Kites, for example, faced a 17.5% import tariff if coming
from an MFN, but a 70% tariff when coming from mainland China.'™
Americans paid only a 9.3% tariff on T-shirts from MFN nations, yet paid
17% on Chinese T-shirts; 13.5% on Chinese bed sheets versus 7.5% on
MFN sheets; and 50% on Chinese bamboo versus 25% on MFN bam-
boo.1? These restrictions undoubtedly prevented Chinese exports to the
United States from expanding to their full capacity.

Tariff discrimination against Chinese products, aside from simply
hindering the development of American demand for such goods, enabled
a substantial trade imbalance to accrue in favor of the United States. From
1972 to 1973, China’s trade deficit with the United States grew from
-$27.9 million to -$693 million.'® As the Chinese became increasingly
wary of the growing defic t, they lodged their concerns with American
diplomats. Not only did they wish to even out the trade imbalance, but the
American failure to offer MFN also undermined Nixon’s pledge about
treating China as an equal geopolitical partner.

American diplomats soon identified the gravity of the MFN issue. On
June 9,1972, a little over three months after the Nixon opening, Richard
Solomon forwarded Kissinger a note emphasizing “MFN status and tariff
barriers” as key concerns.'® Chinese Foreign Minister Ji Pengfei also ob-
jected to Kissinger about the “growing [trade] imbalance with” America.'®
Trade, characteristically, became not just an economic issue, but also one
of political symbolism. Indeed, a 1977 memo from Secretary of Com-
merce Juanita Kreps to Zbigniew Brzezinski reiterated that

extension of nondiscriminatory tariff treatment (MFN) to China,
now governed by the requirements of the Trade Act of 1974, includ-
ing the Jackson-Vanik Amendment, would assist Chinese exports, but
the removal of this stigma of second-class status as perceived by the
Chinese would be an even more significant stimulant of Chinese deci-
sions in favor of placing more orders with American suppliers.'%

In practice, however, the reinstatement of MFN was a complex problem,
taking eight years after Nixon’s opening to fina ly resolve.

Two global issues dampened progress on normalizing Sino-US trade
relations: relations with the Soviet Union and relations with Taiwan. Re-

garding the Soviet Union, which also lacked MFN, American diplomats
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believed that to retain the global balance of power, they could not show
lopsided trade favoritism toward the Chinese. The United States could not
extend something to China it was not similarly prepared to grant to the
Soviets. Conversely, the Chinese held that they were uninterested in trade
concessions if the conditions they received were not as favorable as what
Washington offered Moscow.'?” Too obviously preferential treatment of
China could threaten détente, while too restrictive a China policy could
alienate Beijing. Thus, the United States had to pursue a policy that placed
both powers “on an equal footing.”®

Yet domestic US politics eventually complicated the balancing act by
blocking extension of MFN to the Soviets. The Jackson-Vanik Amend-
ment to the Trade Act of 1974, signed into law by President Gerald Ford
on January 3,1975, forbade the United States from conducting any “com-
mercial agreement” with any “non-market economy” that did not respect
the right of free emigration.” The original amendment aimed at punish-
ing the Soviet Union for its controversial measures against Jewish emigra-
tion. The amendment enjoyed bipartisan support, as liberals appreciated
the human rights aspect while conservatives saw it as tough on commu-
nism."? By extension, however, American politicians often problematically
misapplied it to all nonmarket economies, including China’s. The China
application was as tenuous as it was damaging. Kissinger, Nixon, and
Cyrus Vance thought the act absurd, antagonistic to the Soviets, and overly
restrictive of diplomatic options.!! Even Senator Henry Jackson, who co-
sponsored the bill, eventually became convinced that it had no application
to China.'? In practice, those who seized on the human rights issue were
those preexistingly opposed to Sino-US relations—that is, conservative
Taiwan lobbyists and liberal labor advocates. Nevertheless, the issue of
Sino-Soviet trade parity remained broadly compelling throughout the
1970s. Détente seemed too vulnerable to preferentially ofter China MFN.

While the lack of MFN hindered Sino-American trade, it was only a
component of the larger problem of broken diplomatic relations. The two
issues, in fact, were deeply entangled. While the National Council once
suggested that a trade agreement might precede diplomatic relations, the

Chinese never took the idea seriously.'®

In their view, any legal trade
framework had to come after the broader achievement of formal relations.
And at a time when the United States did not recognize the legitimacy of
the mainland’s communist government, had no ambassador in Beijing, and

maintained a longstanding defense treaty with Taiwan, bilateral legal trade
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frameworks remained impossible. Indeed, America’s recognition of Chi-
ang Kai-shek’s Nationalists in Taipei throughout the 1970s continued to
annoy Beijing and preclude full relations.

TAIWAN: THE BETE NOIRE OF SINO-AMERICAN RELATIONS

In the beginning phases of Nixon’s opening to China, when both sides
treaded lightly for fear of derailing rapprochement, the Chinese had
downplayed their preoccupation with the Taiwan issue. Mao and Zhou
spoke of Taiwan in breezy terms. “We can do without them [the Taiwan
issue] for the time being, and let it come after 100 years,” Mao promised.
“Why such great haste? . .. This issue [Taiwan] is not an important one.
The issue of the international situation is an important one. ... The small
issue is Taiwan, the big issue is the world.”** Kissinger also recalled Zhou
telling Nixon, “We, being so big, have already let the Taiwan issue remain
for twenty-two years, and can afford to let it wait there for a time.”'™

When it came to negotiating the Shanghai Communiqué, however,
Mao and Zhou drove a harder bargain. The Chinese side stated, “The Tai-
wan question is zhe crucial question obstructing the normalization of rela-
tions between China and the United States.”''¢ It appears that the Chi-
nese expected the imminent de-recognition of Taiwan, faster even than by
Nixon’s pledged date of 1976. Indeed, as US recognition of Taipei contin-
ued, Sino-US relations noticeably ebbed. In analysis briefings published as
early as 1974, the Central Intelligence Agency (CIA) concluded that Mao
was “personally disappointed with the pace of US moves in respect of Tai-
wan,” that is, America’s failure to immediately abandon the Nationalists.'”

Compounding the recognition issue, since 1954 the United States had
maintained a pact with Taiwan called the Sino-American Mutual Defense
Treaty. The treaty pledged that the United States would regard any attack
on Taiwan as “dangerous to its own peace and safety,” and thus would re-
spond with force to protect Taiwan’s integrity.!"® Economically, it also con-
tained pro-Taiwanese trade stipulations that annoyed the Chinese. Nego-
tiating their way out of the formal Taiwanese alliance, while also finding
a formula to preserve some guarantees for Taiwan, would prove a tedious
project for American diplomats.

As the goodwill of Nixon’s initial opening subsided, the Taiwan prob-
lem became increasingly rancorous. Non-recognition and the Mutual
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Defense Treaty with Taiwan dominated bilateral talks during Kissinger’s
1974 visit to Beijing. Deng reminded him, “Of course, if we are to achieve
the normalization of relations between our two countries and abide by
the course set in the Shanghai Communiqué, then the treaty you have
with Taiwan must be done away with.”"* When Deng further pressed
Kissinger, he forced Kissinger to admit that the United States had “not
worked out a legal formula” facilitating the abolition of the Mutual De-
fense Treaty.'® Kissinger reflected his own pessimism on the Taiwan issue
in a pre-trip briefing with President Ford before Ford’s visit to China in
December 1975. Kissinger admitted to Ford that there was no clear reso-
lution to the Taiwan alliance issue and that without one, Ford’s visit was
unlikely to make meaningful progress.'*

The American side was hesitant to dump the relationship with Tai-
wan for a number of reasons. The American public entertained both ro-
mantic and strategic attachments to Taiwan, creating the threat of a do-
mestic backlash against treaty cancellation. Internationally, cancellation of
the Taiwan treaty in light of the Vietnam withdrawal would further im-
pugn the value of American foreign policy commitments. Taiwan also
seemed the more promising economic opportunity, especially when com-
paring its nascent industrialization to China’s disorganized collectivism.
The domestic Taiwan lobby also vocally opposed de-recognition of the
Nationalist regime.

American attachment to the Nationalists was longstanding, dating
back to the massive aid packages Washington supplied Chiang’s armies in
the Chinese Civil War. Barbara Tuchman damaged Chiang’s reputation to
some extent in her Pulitzer Prize—winning book Stilwell and the American
Experience in China, 1911-1945, which she published, perhaps signifi-
cantly, during the initial phase of Nixon’s opening in 1971.12> Recalling the
American postwar disappointment in Chiang’s regime, Tuchman por-
trayed him as recalcitrant and wrathful, the bane of her gritty yet belea-
guered protagonist, General Joseph Stilwell.

On balance, however, American public opinion continued to favor
Taiwan, especially in comparison with the PRC. Gallup polling in 1972
revealed that 53% of Americans held favorable views of Taiwan—much
higher than the PRC’s 23%.'* American conservatives, in particular, ro-
mantically considered Taiwan an isolated democracy bravely standing
alone in a sea of communist aggression—a view that endured into the
1980s. It was thus America’s duty to support a democracy and a noncom-
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munist ally. In the fallout of the Chinese Revolution, Dwight Eisenhow-
er’s head of China Affairs, Walter McConaughy, argued that there was
“reason to hope that the government at Taipei will continue to grow in
strength, in devotion to the cardinal principles of democracy, and in inter-
national prestige.”** At a 1960 dinner in honor of infamous Taiwan lob-
byist Alfred Kohlberg, William F. Buckley Jr. counted among “those few
symbols of hope for the Far East that are left to us” the non-recognition
of the PRC, the preservation of “Free China” (Taiwan), and “the continued
independence of little Quemoy and Matsu.”'*® When Chiang died in
1975, Representative Walter Judd, the unofficial dean of the Taiwan lobby,
eulogized Chiang as “one of the greatest men of the century on the record
of achievements.”12¢

The reality, of course, was different from the image American Taiwan
lobbyists cultivated. Chiang had kept tight-fisted controls on Taiwan since
the 228 Incident on February 28,1947, when Kuomintang (KMT) troops
massacred several thousand Taiwanese following a protest.’?” Taiwan’s pe-
riod of martial law, from May 19,1948, to July 15,1987, was, at that time,
the longest imposition of martial law in world history.’”® Chiang made it
illegal to criticize the government and join any political party other than
the KMT and gave the “military wide censorship powers.”’? During this
period of “white terror,” Chiang’s secret police arrested more than 100,000
Taiwanese and executed tens of thousands.”** They were also known to use
both physical and psychological torture, coerced confessions, and forced

labor.B!

If Chiang’s government could not match Mao’s in scale, it imi-
tated certain abuses at least in spirit. Regardless, Chiang and particularly
the Taiwanese ambassador to the United States, James C. C. Shen (Chen
Jianhong), propagandized Taiwan as “Free China,” which held a natural
appeal for American conservatives.'*

Other Americans, while entertaining less romantic views of Taiwan,
saw the island as a strategic asset and an anchor of American influence in
an unfriendly region. During the Vietnam War, it had served as “an im-
portant forward logistics and R[est] & R[ecuperation] center for American
forces,” hosting a substantial military presence.’® In the 1970s, there still
remained in Taiwan several thousand American troops, two squadrons of
F-4 Phantoms, a US Army Communications Command, and a War Re-
serve Matériel depot.’

Geopolitical considerations also supported the Taiwanese alliance, or
at least complicated dissolving it. Japan, a key economic partner and home
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to thousands of American troops, strongly favored the Sino-American
Mutual Defense Treaty, as it guaranteed the security of Japanese commer-
cial assets in Taiwan.!® American official particularly Richard Solomon
of the NSC, feared that leaving Taiwan would create a power vacuum that
would open Taiwan to Soviet influence and alliance.’ Ambassador to
Taiwan Leonard Unger suggested that after cancelling relations with Tai-
wan, Taiwanese “independentists” might try to reestablish the Republic of
China (ROC) by invading the mainland, leading to a military conflict with
the communists that would destabilize the region.’

Economically, Taiwan appeared to be the more obvious place for
American investment. With American aid and guidance, the Taiwanese
had established an investment center in downtown Taipei, at which po-
tential investors could indicate their needs “in way of utilities, labor, [and]
raw materials,” and expeditiously resolve business disputes.’*® Given the
friendly investment environment, American corporations had injected
millions of dollars of capital into the island by the time of Nixon’s open-
ing. In 1972, for example, Ford Motor Company opened a multimillion-
dollar plant, Lio Ho Motors, in Taoyuan."* More broadly, Taiwan had ce-
mented itself as a “newly emerging economy” with explosive growth rates
that averaged 9.2% annually from 1965 to 1981.1° Despite its compara-
tively small population (14.5 million versus ~ 850 million on the main-
land), per capita productivity in Taiwan vastly exceeded that of China. One
contemporary estimate put the figu e at $192.50 contributed to bilateral
foreign trade per capita in Taiwan, versus $5.50 in bilateral foreign trade
per capita in China.'*! From the economic vantage point of the 1970s,
then, Taiwan seemed the logical bet for American business.

THE GLOBAL 1970S AND THE DECLINE OF
AMERICAN HEGEMONY

As this chapter has shown, the United States and China faced extensive
systemic obstacles to bilateral trade. Far from an inevitable, magnetic at-
traction of their two economies, it seemed unlikely that a major Sino-
American trade relationship would develop in the foreseeable future. In
addition to these specific difficultie ~ Taiwan, MFN, cultural ignorance—
the global 1970s also harbored a landscape of instability that greatly com-
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plicated United States-China relations. As Deng reminded President Ford
during his 1975 visit to China, “There is great disorder under heaven. . ..
The basic contradictions in the world are sharpening daily. The factors for
both revolution and war are clearly increasing.”*** While the perceived So-
viet threat had driven together the United States and China, managing
this delicate balance of power continued to dominate the foreign policy
agenda.

A number of recent works have reconstructed the destabilizing po-
litical landscape, for example, the anthology The Shock of the Global: The
1970s in Perspective. As its editors Niall Ferguson, Charles S. Maier, Erez
Manela, and Daniel J. Sargent have commented, the 1970s saw the “break-
down of the postwar economic order” as the “authority of superpowers di-
minished.”* Non-state actors, terrorist organizations, and cartels began
to compete with the traditional hegemony of the nation-state. The decade,
in short, “transformed international politics.”*** Domestically, it produced
great distractions from Sino-US diplomacy, including the eruption of the
Wiatergate scandal in mid-1973. Globally, it harbored crisis. On Octo-
ber 6, 1973, the Yom Kippur War broke out in the Middle East. In re-
sponse to American support for Israel, the Organization of Petroleum
Exporting Countries (OPEC) began the Arab oil embargo from October
1973 to March 1974 that quadrupled energy prices.'* The negative oil
supply shock precipitated the energy crisis of 1973 and American stagfl -
tion. Nixon, hamstrung by the Watergate revelations, resigned in August
1974, rather than face impeachment. In April 1975, Saigon fell to the
North Vietnamese, capping two decades of America’s failed intervention
in Indochina. By 1976, President Ford would face the worst economy since
the Great Depression, ushering in economic malaise and a full-blown cri-
sis of capitalism. For the firs time in four decades, America was in decline.

In China, Zhou, the crucial negotiator in the American rapproche-
ment, would fall gravely ill by 1974 and begin to recede from public life.
Simultaneously, Mao succumbed to Lou Gehrig’s disease and increasing
paranoia. He purged key official including Deng, and suffered a series of
debilitating strokes in mid-1976. His death on September 9, 1976, ush-
ered in a domestic power struggle that would determine China’s political
future.

Instability in the international system had brought together the
United States and China in 1972. Yet it also threatened to tear the budding
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relationship back apart. As the Americans and Chinese got down to brass
tacks, it became increasingly clear that formal diplomacy, especially in light
of the lack of diplomatic recognition, was underequipped to handle the
multifaceted problems of the Sino-American relationship. To realize the
full benefits of rapprochement, the United States would have to look to
nontraditional forms of diplomacy to grapple with these issues, including
the question of bilateral trade.
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