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Editor’s Letter: LET’S TALK INVESTMENT

On Thursday, August 11, GBD will host program on investment in the U.S.-China relationship.  That session is one I am really looking forward to.  It has a lot of great speakers, including Congressman Jim Moran (D VA) and Grant Aldonas, former Under Secretary of Commerce for International Trade, among others.  The logical thing to do, I suppose, is to write about that issue after we have heard from the experts.  And we will. 

Here, though, I would like to set the stage for Thursday’s discussion with an old quote and few thoughts.  I worked at the National Association of Manufacturers from 1980 to 1995.  My first boss there was Larry Fox.  He is retired now.  In the 80’s, he was NAM’s vice president for international economic policy and a veteran of decades of experience at the Commerce Department.  He was a great teacher, and one of his precepts seems all too frequently apt. “Optimism is a poor basis for public policy,” he would say, usually prompted by a lame proposal, a weak paper, or something outrageous from either the Hill or the Administration.  

The problems is that when individuals or societies studiously avoid an issue – death, taxes,… investment – there is little to rely upon other than optimism when a significant event occurs.

CNOOC & UNOCAL 

On August 2, the China National Offshore Oil Corporation (CNOOC) announced it was dropping its bid for Unocal, citing Congress’s opposition.  Most of the obituaries of the CNOOC offer in the press were pretty harsh on Congress for getting involved, on the Administration for saying nothing, and on the American business community for not speaking up in favor of the free market and China’s “right” to buy Unocal. 

Each of those criticisms was misplaced, but still there was something wrong with the picture.  It was odd that so much of the political focus was on Unocal as a domestic, U.S. entity whereas its significance for CNOOC lay elsewhere.  

Fu Chengyu, CNOOC’s chairman explained Unocal’s attraction this way:  “It is important to know that 70 percent of Unocal’s current reserves are located in Asia, and that is one of the reasons why this transaction makes sound business sense for our company.” (People’s Daily Online, July 26, 2005).

The fact that the most salient feature of the transaction seemed to have been given short shrift in the debate was not, however, the most troubling feature of the episode.  Trade and investment are reshaping the globe and America’s role in it, but for decades now the American business community and Administrations of both parties have shied away from any sustained, political discussion of investment, either American investment abroad or foreign investment in the United States.   

That avoidance has always been understandable in terms of a very rational fear of U.S. investments abroad being caricatured as runaway plants or the equally rational desire to keep U.S. policy options open vis-à-vis foreign investments in the United States.  All very understandable objections but a troubling avoidance nonetheless.

It may not be a bad thing that cash rich, resource-hungry China could force that to change.  The Financial Times talked about the CNOOC-Unocal episode in The Lex Column of October 3.  They concluded the segment with this wry observation: 

“Next time a U.S. company faces a backlash – note France’s violent reaction to PepsiCo’s buying Danone – it will merit less sympathy.  And doing business in China has certainly not become any easier.”

I agree with the substance but not the tone of those insights.  The FT’s tone suggests a concluding “Alas,” and “alas” is a lousy ending.  The next phrase should be: Okay, but let’s talk about it – investment that is, especially cross investment in the U.S.-China context.

                                                           R. K. Morris 

To comment on this article, send and email to 41101-Letter@gbdinc.org 
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HONG KONG PREPARES FOR ITS  

WTO MINISTERIAL 

By Christopher I. C. Jackson

Hong Kong lives on adrenaline. It leaves things late and then rushes to prepare the minutest detail, working absurdly long hours to produce excitingly last-minute success. That process has begun for the 6th WTO Ministerial Conference, MC6 – December 13-18. 

The rocket called Event Management has been launched and burn-off is thrusting it into orbit. If the planets of the Geneva process align and the Ministerial stars shine brightly, MC6 could be truly cosmic.

As a former Hong Kong trade negotiator myself, I was delighted when GBD’s Judge Morris gave me the excuse to revisit Hong Kong and report on progress. (I was there for the week that Congress passed CAFTA.) I met many of my old colleagues, including Hong Kong’s new Chief Executive Donald Tsang, and came away feeling excited and encouraged.

First and foremost, the venue for MC6 is thrilling, particularly at night. The entire Exhibition and Convention Centre has been booked to host the delegates, NGOs and media. The building is like the Sydney Opera House, but with windows. Huge, white, seabird wings stretch out over Hong Kong Harbour, sheltering mighty air-conditioned halls in which the talks will take place. Water on three sides bustles with ferries and trade.

Hong Kong Is Trade 

That’s the next thing to strike you about the venue – Hong Kong is the very essence of trade. No tariffs, the world’s busiest container port, trade is layered into the fabric of Hong Kong like maple syrup in a pile of pancakes. Look in the yellow pages for a product – refrigerators, say – and most of the firms listed are exporters, not retailers. This is Trade City  -- but you will know that already if you have visited Hong Kong.

The Chief and Executive & His Team

What’s new about the place is the leadership. Donald Tsang was appointed as Chief Executive of the Hong Kong Special Administrative Region on June 24, 2005. He was Hong Kong’s Director General of Trade and Chief Negotiator in the early 1990s. He espoused the cause of multilateral trade passionately and kept looking for ways to push back protection. He asked me (his deputy at the time), only half in jest and certainly in frustration at the absurdity of antidumping, whether there was a way to actively encourage other economies to dump cheap products in Hong Kong. As a true Hong Konger he was all for people selling us things as cheaply as possible; and ready to think outside the box.

Donald’s Trade Minister, John Tsang, is no relative despite the surname. John was one of Hong Kong’s lead trade negotiators at the closing stages of the Uruguay Round. And Tony Miller, now Hong Kong’s Permanent Representative in Geneva, was Donald’s successor as Director General of Trade. They all know and trust each other.  Hong Kong has the “A” team in place for MC6. I can’t imagine better hosts.

And then there is Denise Yue the senior civil servant in the Trade Bureau and one of Hong Kong’s most respected bureaucrats. She is paid to worry. “The G8 demonstrations and London bombings were a salutary reminder,” she told me. “We have to be ready for crises no-one else has thought about.” She has alerted the system to the challenges it faces, and preparatory committees are now multiplying in Hong Kong like yeast in warm grape juice.

Most importantly, a co-coordinating committee has been established under the Chairmanship of Rafael Hui, Hong Kong’s new Chief Secretary, the second most senior man in the Hong Kong Government. Rafael is Donald’s right-hand man and a trusted tactician. MC6 is the first internationally profiled test he faces and he appears determined to get it right. His organising committee includes every minister he needs to get the job done, and when discussing security matters it includes the heads of the police and other security services.

An MC6 Co-ordination Office has been established under the redoubtable Janet Wong. She and her staff work six days a week and think they are going home early if they leave before midnight. Janet chairs seven working groups on everything from hotel accommodation to conference facilities. She told me she was getting support from all the departments she calls for help. “At the security meetings the Police seem to send more people every time,” she said.

Security Concerns…

Security is certainly being taken very seriously. Hong Kong Police were in Scotland during the G8 meetings to learn from their counterparts. They are identifying suitable sites for demonstrations and are working with local shop-keepers and businesses. A restricted access zone around the Exhibition and Convention Centre will be designated; about 30 bus routes will be affected by road closures; even some ferry services across the harbour may be suspended.

And The Welcome Mat

Janet also emphasised the importance of making everyone feel welcome. “We anticipate 6,000 delegates, 3,000 media members, and 2,000 NGO representatives. For the first time at a Ministerial all three groups will all be under one roof,” she said. “We need each group to feel they have had every opportunity to conduct their business and to be heard, but without interfering with the work of others.”

Given the venue, the amazing hotels and the general level of preparations, the scene should be set for a very memorable event. The big question remains whether the meetings will achieve real progress.

Big Picture Benefits

Hong Kong’s Chief Negotiator, Raymond Young, the Director General of Trade and Industry sounds a warning. “Progress is not assured,” he said. “If you look at the detail of the negotiations the challenges are enormous. But if you see the bigger picture the long-term benefits of an overall agreement are so huge: it’s hard to believe we could collectively let them slip away.”

Trade Minister John Tsang is determined that Hong Kong’s Chairmanship will provide every possible opportunity for progress. “Hong Kong can only do so much as Chair,” he explained. “This is a collective effort. But we can help set the scene; facilitate communications; make delegates feel positive about the process; help Ministers make those final decisions which will turn tensions into constructive compromise.”

John is travelling extensively to establish the personal contacts with Ministers that will help him create the right atmosphere. Already this year he has been in Davos, Mombassa, Tokyo, Paris, Livingstone, Dalien and, of course, Geneva.  But this is just a warm up. His travel schedule for the Fall looks far busier. By December he should be well-rehearsed to play the part of honest broker.

So when I returned to my home in England and Judge Morris asked on the phone, “Will Hong Kong be ready?” I could answer with confidence: “Yes!”

And what an opportunity this offers. An ideal conference venue in the heart of a city built on the back of the multilateral trading system and run by a former Chief Trade Negotiator; a thoroughly professional Chairman who is working his heart out to make everyone feel involved in the process; and a support team used to working miracles. Surely the stars will align on December 18 when the clocks are stopped and the world holds its breath.

Editor’s Note: Christopher I.C. Jackson is a Senior Strategist with Washington, DC- based Lincoln Park Consulting, www.lincolnparkpr.com.   A long time civil servant in the Hong Kong Government, Jackson served as the Director General of the Hong Kong Economic and Trade Office in Washington from 1996 to 2000.   He then headed up Hong Kong’s Brussels office from 2001 to 2003.
To comment on this article, send an email to 41102-HK@gbdinc.org
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AUGUST 11: THE U.S. & CHINA
More Than Tourists: Cross Investment in the U.S.-China Relationship.
This session will run from 10 a.m. – 2 p.m.  on Thursday, August 11, at the St. Regis Hotel in Washing.  The St. Regis is located at 923 16th Street, NW, Washington. 
Occasion

This colloquium and lunch, a joint project with the International Advisory Services Group, is in honor of the visit to Washington by the Mayor of Penglai City, China, Mayor Liu Bingguo.

Speakers

Congressman James P. Moran (D VA) will give the luncheon address.

Speakers at the morning session will include Grant Aldonas, former Under Secretary of Commerce and now with Akin Gump Strauss Hauer and Feld, Ronald Lee of Arnold and Porter, Stephen Collins from the Automotive Trade Policy Council, and Kristen Verderama of BT Americas Inc. for the Organization for International Investment. 

Prices

$100 general admission.  There is no charge for GBD members or press. U.S. Government staff are welcome at the morning session (10 a.m. – 12) at no charge.  The U.S. Government rate for the lunch is $40.00.  Additional information is available on the GBD web site under events, www.gbdinc.org. 

Registration

Call the Global Business Dialogue at (202) 463-5074; send an email to registrations@gbdinc.org; or visit us on-line at www.gbdinc.org. 
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