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The Coronavirus Outbreak and
the Global Supply Chain
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By Ben Reynolds Writer and Foreign Policy Analyst in New York
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he outbreak of a novel strain of coronavirus centered in Wuhan,
TChina has grabbed global headlines for weeks. In less than a
month, the confirmed cases have ballooned from a few dozen centered
in southern China to tens of thousands. Countries around the world
are taking precautionary measures and quarantining affected residents.

One of the many areas of concern is the virus' impact on the
global economy. The coronavirus outbreak is thus far concentrated
in southern China, which can rightfully be considered the world's
industrial heartland. It is hard to overstate the degree to which global
supply chains depend on the panoply of products that originate in
China. While there is still significant uncertainty about how severe a
potential coronavirus pandemic would be, it seems likely that supply
chain disruptions will dampen Chinese — and global — economic
growth as 2020 unfolds.

To understand the likely economic impact of the virus, we have
to be able to estimate the virus' spread and severity, and there is a
great deal of uncertainty regarding both. Professional estimates of the
virus' contagiousness and mortality vary widely due to limitations in
the available data. There are bottlenecks in producing and distributing
the kits used to test for the virus in China — there can be no more
confirmed cases than there are available kits for testing each day,
not to mention that such kits have an accuracy rate of only 30 to
50 percent. At the same time, there are domestic and international
incentives for the Chinese government to downplay the severity of

the outbreak, including both total cases and the number of deaths.
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Some fatalities may have been recorded simply as generic pneumonia.
We can be certain that there is independent, person-to-person spread
of the virus in China's major cities, along with a growing number of
cases spreading internationally.

Accounting for these limitations, epidemiologists believe that
the new coronavirus is more infectious than seasonal flu and cousins
like SARS and MERS. On the other hand, while the virus seems to be
more deadly than typical flu strains, it is not nearly as lethal as SARS
or MERS. These facets are both a blessing and a curse — while the new
virus does not have the very high mortality rates of outbreaks earlier
this century, it seems unlikely that it will simply die out on its own
or be contained within one region of China. After an initial coverup
by local authorities, China instituted the largest quarantine in human
history, mobilized massive public health resources, issued guidance
restricting travel and public gatherings, and promoted work-from-home
initiatives. These measures aimed to prevent the virus from becoming
an even more serious epidemic at the cost of lengthening the economic
slowdown that already occurs around the Chinese New Year.

Chinese authorities thus face a difficult dilemma: is the economic
pain of a continued shutdown greater than the risk of enabling the
virus to spread? While there are signs that some provinces and
enterprises are cautiously reopening after two additional weeks of
closure, other areas may not go back to work until March 1st or
later. Morgan Stanley has reported that even some of the earliest
enterprises were only aiming to fully reopen on February 17th.
Foxconn has received approval to reopen only one of its factories;
major automotive factories remain closed; U.S. flights to China are
still suspended; and many firms in Hong Kong are still working
from home. The balance sheet suggests that serious caution remains
regarding the virus' future impact, as a multi-month shutdown will
inevitably have deleterious effects on the Chinese economy.

Before we continue to specific supply chain issues, it should be
noted that the relative calm in global — and even Chinese — markets
does not indicate that the coronavirus' economic impact will be
benign. Massive easing from central banks, particularly the U.S.
Federal Reserve and the People's Bank of China (PBoC), has injected
hundreds of billions of dollars of liquidity into global stock markets in
the preceding months. As quarantine measures escalated in China and
markets were poised to open after the New Year holiday, the PBoC
again flooded the equivalent of $240 billion in yuan into the financial
system to offset a massive plunge in Chinese markets. Markets are not
calm, then, so much as they are sedated, continuing a general theme
of divergence from the underlying health of the global economy.

China accounted for over a third of the world's manufacturing
output in 2019. At a more granular level, China produced almost
30% of the world's exports of computers, electronics, and electrical
equipment; 40% of its textile exports; and around 20% of exports
of furniture, rubber, and plastics. Companies that have relocated

assembly for products like smartphones, including Samsung and
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Google, still rely on components manufactured in China. As some
logistics managers have observed, even many non-Chinese alternative
producers of particular components depend on other parts that are
themselves produced in the affected regions of China. The spread of
just-in-time logistics systems may also compound the effects of the
shutdown. If Foxconn plants do not reopen at sufficient capacity, for
instance, Apple may be forced to delay the launch of its new iPhone.
If disruptions persist beyond a few weeks, major retailers could face
serious restocking issues within two to three months. Downstream
delays for retailers and consumers would be matched by a blow to
upstream demand for components and basic materials if factory orders
slump. And this does not even account for the fact that China is not
only a major producer of goods, but also the largest source of global
growth in many consumer markets.

It is obvious that continued shutdowns due to the coronavirus
could significantly disrupt global supply chains, leading to wider
economic pain. It is difficult to predict whether China's cautious
reopening of closed firms will prove wise or lead ultimately to a
longer and more disruptive outbreak. In the international context,
the failure to contain the spread of the virus would almost certainly
lead to additional restrictions on the movement of goods and
people, providing a further headwind to global trade. Caution is
therefore certainly in order, as the human toll of the outbreak could
be compounded by economic dislocation lasting several months.
International cooperation is absolutely necessary if we are to weather
this new threat to human life and the global systems upon which we
all depend. |d
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Virus Economics:
Cautious Confidence
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By He Weiwen Senior Fellow, Chongyang Institute for Financial Studies
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he sudden outbreak of the novel coronavirus, COVID-19, caught
TChina totally unprepared just before the Chinese Lunar New Year
holiday. By Feb. 15, total confirmed cases had hit 68,500, more than
10 times the cases of SARS (5,723) in 2003, with Hubei province,
the epicenter, accounting for 56,244, or 82.1 percent of the nation's
total. Wuhan, the provincial capital, accounted for 70.2 percent of the
provincial total. The World Health Organization announced on Jan. 30
that the epidemic was of international concern, as cases cropped up
around the world.

China's quick national mobilization and severe measures to
combat the disease domestically, including a travel ban into and out
of Wuhan and extensive air, rail, road and freight passenger travel
restrictions. Residential areas in many cities were quarantined, with
all residents required to stay at home as much as possible. Business
operations were suspended, and schools postponed classes.

All those moves have seriously affected the economy. The
catering, travel and retail sectors, among others, have been hit hard.
Traditional Spring Festival travel within China, which hit 4 billion
trips in 2019, saw a decline of more than 80 percent. Catering business
revenue, which saw a turnover of 730 billion yuan ($105 billion)
during last year's Spring Festival period, has dropped to minimal.

Industrial production has also been hit hard. For instance,
automotive output in January this year was down 33.5 percent from

December, and 24.6 percent down from a year ago. Undoubtedly,
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February's drop will be even sharper.As of Feb. 12, only 59 of 183
assembly plants in China had resumed operations and 17 percent
of the total will not resume by Feb. 23. The tourist industry, which
contributed an added value of 15.9 billion yuan ($2.3 billion) per day
in 2019, has been in free fall.

Interruptions in Chinese supply chains is spreading to other
countries. Nissan (Japan) and Hyundai (South Korea) have both
suspended operations at their home assembly plants because of a lack
of parts from China. Germany had worldwide automotive sales of
15.90 million units worth 430 billion euros in 2019, with 5.2 million
units, or 150 billion euros, playing in the China market. Germany
has closed more than 300 auto and parts plants in China. Each day of
work suspension represents a profit loss of 60 million euros.

Supply chain interruptions further aggravate the world trade
flows. Russia's TASS News Agency reported recently that world
exports are losing $200 billion per week, larger than the aftermath of
China-U.S. trade war.

A drastic slowdown in China's oil consumption has also dragged
world oil prices down by 16 percent since the start of the year. OPEC
is preparing to advance its meeting to review a possible extension of

oil quota cuts.

Pessimism widespread

Pessimistic views on economic prospects for 2020 in China

10 | Fortune World
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and around the world have flowed in abundance over recent weeks.
Jude Blanchette, China Research Director of CSIS estimated that
if the coronavirus epidemic lasts for half a month, China will lose
2.7 percent of its GDP, or $380 billion, resulting in a 0.2 percentage
point fall in 2020 GDP growth. The Oxford Institute has estimated
that China's Q1 GDP growth will shed 0.4 percentage points and the
whole year's growth rate will be around 5.6 percent. Goldman Sachs
puts China's 2020 GDP growth at 5.5 percent, but if the epidemic lasts
more than 3 months, GDP growth will fall to 5 percent or even lower.

Ben May of Oxford held that the current coronavirus outbreak in
China is more serious than SARS in 2003, and since China's share of
world trade has increased from 5.3 percent in 2003 to the current 12.8
percent, world GDP growth will shrink by 0.2 percentage points to 2.3
percent in 2020, the lowest since the 2008 global financial crisis.

Roland Rajah of the Australia International Policy Institute
estimates a 0.3 percentage point fall in 2020 global GDP growth if
China's GDP growth slows to 4.5 percent.

However, both Jerome Powell, chairman of U.S. Federal
Reserve, and Gerry Rice, an IMF spokesman, said it was too early
to give an estimate, with the latter saying the impact will only be
temporary. The World Bank issued a statement on Feb. 3, saying that
the Chinese government has all the policy room it needs to manage

epidemic's impact on the country's economy.

SARS not comparable

There are also experts who hold optimistic views, based on
China's experience with SARS in 2003. The outbreak of SARS drove
China's GDP growth down by 2 percentage points in Q2 2003 — to
9.2 percent. After the end of SARS, the economy rebounded strongly
from Q3. As a result, the whole year of 2003 saw GDP growth of 10.1
percent, higher than 2002's 9.1 percent.

The momentum continued into 2004 and 2005 with GDP growth
hitting 10.1 percent and 11.4 percent, respectively. SARS lasted for
six months. From its peak to its disappearance was three months. The
current epidemic has followed a similar timeline. Hence, the optimists
are confident that China will repeat its 2003 performance.

However, a simple empirical comparison is questionable. The
economic impact of the coronavirus far exceeds that of SARS 17
years ago, starting with size and depth. SARS in 2003 had only 5,723
cases, less than one-tenth of the current COVID-19, which hit 68,500
as of Feb. 15 and is still increasing by more than 1,000 cases per day.
During the outbreak of SARS, there were no stringent restrictions
on people's travel, shopping or catering. Nor were there factory or
school closures. The epidemic was mostly focused in Guangzhou and
Beijing, with other provinces little affected, except for inspections to

arriving visitors from other provinces.
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Second, the post-SARS economic rebound depended more
on investment and real estate development, which is no longer so
effective today. Total capital formation pulled China's GDP growth
by only 2.0 percentage points in 2019. Real estate development, with
property bubbles, is no longer encouraged.

Third, the trade rebound played a good role in the post-SARS
rebound, with the whole year's growth rate hitting 37.1 percent,
the highest in a decade, due to the advantages of World Trade
Organization accession and China's comparative advantages in
cheap labor, which no longer exist today. On the contrary, China
faces a sober world trade environment entangled by unilateralism
and protectionism.

Fourth, the business cost-benefit balance today is much less
favorable than it was in 2003. Before the outbreak of COVID-19,
China's industrial profits had declined by 3.3 percent from the
previous year. With the cost of labor, rent, utilities and bank interest
rising and operations suspended, a vast number of SMEs and micro
businesses have been left on the brink of closure. A recent survey by
Tsinghua University on 995 SMEs found that 85.0 percent of them
cannot survive for even three months.

As a result, actual economic adversity will be complicated. The
economic rebound and whole year performance will depend to a large
extent on the length and depth of the current epidemic and on correct
government policies and innovative business pathways. A simple,
linear empirical analysis is not the whole answer. China needs to be

prepared for the worst-case scenario.

Cautious confidence

A silver lining in the clouds is already apparent. As of
this writing, the number of new cases daily had fallen for three
consecutive days. Nationally, there were 15,152 on Feb. 12, with
5,090 on Feb. 13 and 2,641 on Feb. 14. There were 2,009 cases on
Feb. 15. Data from Hubei province also shows a steady fall from
14,840 on Feb. 12 to 1,843 on Feb. 15. The non-Hubei data is
especially encouraging, with a daily drop in new cases for 12 days
in a row, from 890 on Feb. 3 all the way down to 165 on Feb. 15. A
few provinces reported zero new cases.

Barring a second peak, the whole epidemic will soon be under
control. Meanwhile, resumption of production and services has been
expanding across the country. Under these circumstances, we are
likely to see economic activity return to normal in late March and pick
up during Q2 and Q3.

In that case, the negative impact of COVID-19 on the Chinese
economy for all of 2020 will be limited. What is required is a
correct policy mix from the government and new pathways for

businesses, especially:
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First, active fiscal and financial support for various SMEs
and micro businesses to secure their survival and development.
Such policies and measures can be found extensively from both the
central and various local governments.

Second, finding innovative new drivers for development.
During the epidemic, we have seen remarkable activity in the
production, logistics and delivery of protective medical suits, masks
and medical treatment devices — and especially the amazing speed
at which Huoshenshan and Leishenshan hospitals were built — just
10 days, something never before seen in world history.

Also, the supplies of daily necessities for hundreds of
millions of residents have been well secured. All those are a part of
economic growth. What is more, the national campaign combating
the epidemic has accelerated the growth of artificial intelligence,
the internet of things, robots, online shopping, remote diagnosis,
intelligent driving and the intelligent management of cities,
communities and companies. This will become an amazing driving
force that advances China's technology, industry and services for
2020 and beyond.

Third, continuous international cooperation. The temporary
disease in China has not and will not change China's nexus position
in the global supply chain. It has been a top priority for China to
avoid interruption and delays in the flow of international trade. The
international business community has already awarded a credit in
this regard. Expressing the sentiment of many British businesses in
China, the chairman of the British Chamber of Commerce in China,
St. John Moore, said: We are here to stay. We are not leaving.”

A famous British economist once found that the economic
impact of disease is hard to quantify. In some cases, the post-disease
period could see much stronger growth if the government has the
correct policy. The most recent case is Brazil. The massive outbreak
of the Zika virus in 2016 was a deadly blow to the Brazilian
economy, which had already experienced negative growth of -3.5
percent in 2015. After the epidemic, the Brazilian economy sat at
-3.3 percent in 2016, slightly better that the previous year and then
picked up in 2017 and 2018, with 1.1 percent growth in each of
those years.

If China has the right policies and pathways, and if it works
successfully with the international community, there is a high
chance that its economic growth will stay within its trend line over
the medium term. If we put 2020, 2021 and 2022 together and look
back three years later, we will most probably see an overall growth
rate over the three years that differs little from what it would have
been with no COVID-19. |4
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By Ralph and Claire Landau Professor of Economics, CUHK

7 HisH, AXRAETEGFmN “E—P R 7E4 2 he Phase One Agreement between China and the U.S. on their

J‘j‘ 'EE' '5 1 et HE 2 RIS T T AR 52 5 R BT AR o AN Ttrade dispute was signed in Washington, D.C. on 15th January,
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iy o i almost two years. This is a most welcome development, not only for
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to suffer, economic losses from the mutual tariffs. This is because the
conclusion of the Phase One Agreement does not mean that things
will revert to the status quo ante. They won't. U.S. tariffs with rates
averaging almost 20% will remain on approximately US$360 billion,
or more than 60%, of Chinese exports of goods to the U.S. Similarly,
Chinese tariffs will remain on slightly less than 60% of U.S. exports
of goods to China.

In fact, the estimated loss in GDP as a result of the remaining
mutual tariffs is higher for China than for the U.S., in both absolute
and relative terms. The total economic loss to China due to the
continuing U.S. tariffs may be estimated to be 1.44% of its GDP
(US$14.3 trillion in 2019), or approximately US$206 billion. The total
economic loss to the U.S. due to the continuing Chinese tariffs may be
estimated to be 0.31% of U.S. GDP (estimated to be US$21.4 trillion
in 2019), or approximately US$ 66 billion. However, without the
Phase One Agreement, the Chinese economic loss would be as high
as 2.4% of its GDP or US$ 343 billion and the U.S. economic loss
would be 0.52% of U.S. GDP, or US$110 billion. However, this does
not include the losses of business by U.S. enterprises due to unilateral
U.S. restrictions on its exports of high-technology goods and services
to China.

Furthermore, under the agreement, China is committed to
increase its imports of U.S. goods and services by US$200 billion
before the end of 2021. However, such Chinese purchases have to be
based on commercial considerations and comply with World Trade
Organisation (WTO) rules. They cannot be regarded as losses per se
as China has a tremendous need for certain goods such as soybeans
and pork, oil and natural gas, airplanes and advanced semiconductors,
and timely imports from the U.S. can benefit China by meeting critical
domestic shortages.

But with the Phase One Agreement, at least the mutual
escalation of tariffs has stopped, and the promise of an early start of
the negotiations for a Phase Two Agreement, to be completed after the
U.S. Presidential Election of next November, augurs well for a year of
relative peace on the trade war front.

The trade war also threatened to de-couple the established
technological supply chains, not only because of the mutual tariffs,
but also because of U.S. restrictions on high-technology exports of
goods and services to China for national security reasons. In fact,
U.S. restrictions on high-technology exports to China were instituted
in the early 1950s because of the Korean War and have never
been fully lifted. Chinese high-technology firms, such as Huawei,
ZTE and Hikvision, have been put on an “entities” list by the U.S.
Government, which in effect prevents them from buying U.S. high-

technology components, equipment and services. The motivation for
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the “entities list” has little to do with the large U.S.-China bilateral
trade deficit. The U.S. has had a large bilateral surplus in the trade
in high-technology goods and services. Halting this trade will only
enlarge the U.S.-China bilateral trade deficit, not reduce it. The
objective of the U.S. restrictions of high-technology exports to China
has been primarily to slow down the development of high-technology
industries in China based on national security considerations. This
technological de-coupling is a manifestation of the intentional and
unintentional competition for economic, technological and even geo-
political dominance between China and the United States, reflecting
the lack of mutual trust.

Such an effort can actually be quite effective in the short term.
For example, Huawei had been using the Android system of Google
as the operating system in all its cell phones, but because of these
restrictions imposed by the U.S., it would no longer be able to do
so. For Huawei, this was its own “Sputnik” moment[1]—it realised
that it must develop its own operating system for its cell phones
in order to stay in the cell phone business. It will probably take a
year or so before its new operating system can be perfected, and
another year or so for developers to develop the Apps for it. In the
meantime, it is virtually banned in the U.S. and has lost business in
Europe. However, given the large Chinese domestic market and the
markets of developing economies, where affordability is an important
consideration, Huawei's cell phone business will survive and prosper,
but it will incur significant additional research and development costs
in the interim.

Yet the Phase One Agreement is silent on whether U.S,
restrictions on exports of high-technology goods and services
to China will be lifted. The expectation is that it is unlikely and
competition for economic and technological dominance between the
two countries will persist. It will become the “new normal”. The talk
on the de-coupling of the global economy and its negative impacts,
especially on established global high-technology supply chains, has
continued unabated.

However, de-coupling is not just all costs, it also has potential
benefits, which are, unfortunately, apparent only in the medium and
long term. It is actually a good idea for the world to have at least
a second source for any link in a supply chain. A supply chain can
potentially be disrupted not only by trade disputes and geo-political
tensions but also by natural disasters such as earthquakes, tsunamis
and typhoons, and by epidemics. Having a second source can be
costly, but it provides insurance against unexpected contingencies,
and prevents a supplier from over-exploiting its monopoly position.
A firm's bargaining power is always enhanced if it has more than one
potential supplier. De-coupling provides the conditions under which

second sources may be successfully developed. In fact, for Chinese
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high-technology firms on the “entities” list, second, non-U.S., sources
must be found, whatever the costs.

But the short-term pain can turn into long-term gain, as
ultimately down the road, the developed second sources will not only
allow the Chinese high-technology firms to resume doing business as
before, but also will become available to all other users in the world.
When competitors can offer similar products and services, export
restrictions no longer serve any purpose. This will provide some
restraint to the exercise of monopoly power by some of the high-
technology firms and lower the cost to all users.

Just as the world has benefitted significantly from having
two major commercial passenger aircraft manufacturers, Airbus
and Boeing, instead of only one of them, having two independent
but parallel and mutually compatible 5G systems for wireless
communication is actually not a bad idea. It will prevent a single firm
from becoming a monopoly supplier of 5G equipment and services.
Competition can only result in higher welfare at lower cost for all
the consumers of the world. Some diversification, separation and
redundancy, are actually good for the stability and sustainability of
any system as a whole, so that when disaster strikes, not everything
will go down together. For example, for a large country, it may be
better if the national electricity grid is separable, so that there is no
risk that the entire country will go dark at the same time.

Moreover, with the rise of artificial intelligence and big data, a
monopoly, unrestrained, can exploit the consumers even more. This
is because given its access to the massive information on its potential
customers, it can actually individualise the price of its good or service
in accordance with the ability and willingness of the customer to pay--
it can practice perfect price discrimination against each and every one
of its customers, appropriating all of their consumer surpluses. This
abuse of monopoly power, coupled with perfect price discrimination,
can only be curbed with effective competition, that is, by a second
source of supply.[2]

One of the consequences of the China-U.S. technological
competition is the de-coupling of the global high-technology supply
chains. This will be costly for everyone in the short run--for the
Chinese high-technology firms, their U.S. suppliers such as Google
and Intel, and consumers worldwide. But it can actually generate
benefits for the world as a whole in the long run. We should accept
that de-coupling may be may be unavoidable in the short run but try
to ensure inter-operability through the establishment of common and
open global standards. In. However, in the long run, the world will be
better off having two suppliers of similar good or service who have to

compete with each other. |3
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he phase one trade deal China and the United States reached on
TDec. 13 cooled their protracted trade war. It seems to be a victory
for both sides, if only because the deal has largely ended the continued
threat of escalation. It has had a major impact on the Chinese and U.S.
economies, and even on the global economy.However, inconsistencies
in the words and expressions used in the statements of each side also
indicate they have not reached consensus on deeper structural issues,
and uncertainty still hangs over the prospects of Sino-U.S. relations.

From the information that has been confirmed so far, each
side made certain concessions to the other to reach the phase one

trade deal. For example, China agreed to purchase more agricultural
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products from the United States and allowed U.S. banks and credit
cards to expand into the Chinese market. The U.S. agreed not to
proceed with 15 percent tariffs on $156 billion worth of consumer
goods scheduled to take effect on Dec. 15, and will reduce the Sept. 1
tariffs on $120 billion of Chinese goods — halving it from 15 to 7.5
percent. However, the 25 percent tariffs on $250 billion of Chinese
imports will remain. China, for its part, suspended retaliatory tariffs
that were also scheduled for Dec. 15, including the 25 percent tariffs
on U.S. cars and auto parts. This reflects the shared desire of both
sides to ease trade disputes and scale down the trade war.

To this end, China and the United States each issued two
documents — “China's Statement on Phase One Trade Deal between
China and the United States” and the “Agreement Between the United
States of America and the People's Republic of China Fact Sheet.”
According to the statements, the deal has nine chapters — preface,
intellectual property, technology transfer, agriculture, financial
services, currency, expanding trade, dispute resolution, and final
clauses. A closer look at the documents reveals major differences in
wording and priorities between China and the United States:

Reducing tariffs.The main difference is how the U.S. will “phase
out its additional tariffs on Chinese products.” The United States has
always wanted to use the tariff chip as part of the implementation
mechanism of the deal. U.S. tariff exemptions are a key part of what
China wants to achieve. The two sides were close to reaching an
agreement in May to eliminate all mutual retaliatory tariffs over time.

Expanding trade.The differences between China and the United
States are mainly reflected in specific amounts. The American side
referred to “commitments from China to import various U.S. goods
and services over the next two years in a total amount that exceeds
China's annual level of imports for those goods and services in 2017
by no less than $200 billion. China's commitments cover a variety of
U.S. manufactured goods, food, agricultural and seafood products,

energy products and services.”The Chinese side, however, stated
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that “the specific content and data will be released in the future”
and stressed that it will “follow the WTO rules and the principles
of marketization and commercialization and increase imports from
countries including the United States of quality and competitive
goods and services.” The Chinese statement did not mention specific
amounts.Chinese officials have emphasized only that, in addition
to agricultural products, China will expand its imports of energy,
manufactured goods and services from the United States as needed
in accordance with the principles of marketization and WTO rules. In
the China-U.S. trade negotiations, the U.S. trade deficit with China
has always been a key target variable.Many international voices doubt
the purchase figures specified in the phase one agreement on grounds
that the U.S. purchase requirement is unfair and threatens to distort
the global market, and that China's actual purchasing capacity is so
limited that it can't afford huge purchases.

Dispute resolution.The U.S. stated that the United States and
China have reached a historic and enforceable agreement on a phase
one trade deal and established a strong dispute resolution system
that ensures prompt and effective implementation and enforcement.
According to U.S. media reports, the U.S. has included a snapback
clause in the phase one deal requiring that if China's quarterly U.S.
agricultural product imports are less than 10 percent of what is required
by the agreement, the U.S. tariffs against China will return to previous
levels. China, however, claims that “negotiations on the phase two deal
will depend on the implementation of the phase one agreement.”

Timing for phase two.U.S. President Trump tweeted: “We will
begin negotiations on the phase two deal immediately, rather than
waiting until after the 2020 election.” China did not mention specific
timing but stated that the current priority is to sign the phase one
agreement and implement it effectively. China thinks that it's up to the
two sides' working groups to decide when follow-up negotiations will
start. By comparison, Trump's statement shows that he is in a hurry
and wants to ease the pressure from the impeachment and secure
political chips to be used in the 2020 election.

These inconsistencies in expressions and wording pose dangers
for the future. The differences and potential confrontations between
China and the United States remain long-term and serious. At present,
the resolution of issues such as how the phase one agreement will
be implemented and evaluated, as well as how to get going on
negotiations for a phase two agreement, are highly uncertain.God
knows whether China and the United States can truly reach a trade
agreement in 2020. Trump's political pressure will subside if he wins
the election, but it's unknown whether that will escalate the Sino-U.
S. trade war again.I am not very optimistic about the world returning
to normal order. The WTO appellate body essentially stopped

functioning, which sends a strong signal. |g
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s trade frictions continue to escalate between China and the
AUnited States, the Trump administration has begun to make a
deep readjustment of its science and technology strategy in relation to
China. Forcing a technological decoupling with China has become an
important policy option. However, as China and the U.S. both have
important positions in the global value, industrial and supply chains
as the two largest economies in the world, decoupling will certainly
throw the chains of others into confusion, disrupt the global industrial
division of labor, cause global economic disorder and shock the

international market.
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Like it or not, China-U.S. relations are being reshaped. The
cooperation strategy of the past four decades or more is giving way
to a decoupling trend in trade, investment, science, technology,
personnel exchanges and other fields. In science and technology in
particular, the United States, from the White House and Congress to
the Department of Commerce, the State Department and others, is
using various means, including legislation and diplomatic pressure,
in an attempt to weaken China's institutional advantage in stimulating
indigenous innovation. Chinese high-tech champions have become
the primary targets in this connection.

The technological decoupling process is unfolding. In 2018,
Chinese high-tech imports and exports accounted for about
30.7 percent of its total external trade, with manufactured goods
accounting for more than 90 percent of total Chinese exports. Of
that, high-tech products accounted for more than 30 percent. As the
American monopoly in global technologies wanes, the United States
has started to safeguard its interests by exerting state power. President
Donald Trump even ordered American companies to look for
alternatives to their China businesses, which will largely cut off close
links between China and the U.S. in the global value, industrial and
supply chains and speed up the reconstruction, division and transfer
of the world's industrial landscape.

Along with the sustained shrinkage of global external demand
and the decreasing logistical costs enabled by the new technological
revolution since the international financial crisis of 2008, a
reconfiguring trend has been apparent. Production chains have been
migrating and value chains have been readjusting. Many multinational
corporations have started to look for new production sites in Asia and
shifted some of their production lines away from China. The trade
war has only sped up the process. Many cost-oriented industries were
among the first to be relocated, while market-oriented and efficiency-
seeking ones may have opted to stay where they are.

China's economy has grown in the past 20 years thanks to the
proximity of suppliers within the industrial chain eco-system, leading
to faster, cheaper and more efficient production. “Made in China”

combined with “Chinese market” constitutes the country's unique
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and hard-to-copy comprehensive comparative advantage, which no
other country enjoys. Indeed, the trade war has led to the relocation
of American high-tech companies, but most have gone to places other
than the United States. For example, last year Apple announced the
transfer of some high-end iPhone assembly from Foxconn's factory
in China to India. But even if the cost increases caused by such
transfers is excluded, the transfers that have been taking place seem
not to involve incremental capacity and output. With shrunken market
resources and capacity, high-tech U.S. companies will face pressure in
terms of overall profit and revenue.

In the future, decoupling will certainly lead to two
technological ecosystems, a scenario that will affect all countries
and companies, including China. In the past 20 years or more,
competition in global manufacturing has shifted from being between
heavy and light industries to being between high-tech and low-
tech. Although the indigenous technologies are fairly competitive in
the labor-intensive industries, “market for technology” remains an
important path to industrial upgrading in China. Its production in the
high-tech industries continues to face technological constraints and
relies heavily on imported raw materials and semifinished goods.

Technological decoupling will cost American high-tech
companies their royalties and intellectual propery-related revenue.
In recent years, the contribution of intangible assets to the global
value chain has been increasing. The shares of R&D and capital
expenditures for intangible assets have been increasing with each
passing day. Overall, from 2000 to 2016, the ratio of intangible
assets in global total revenues increased from 5.4 percent to
13.1 percent. And the trend has been most apparent in the global
innovation value chain.

In this connection, forcing a technological decoupling will
weaken American high-tech companies' revenues generated from
intellectual property and related businesses, while speeding up
independent research and import substitution in China. China has
realized that it must change the long-standing model of the United
States selling knowledge and services while keeping China locked
into the low-end of selling products and labor. It must also extricate
itself from a development model featuring high levels of reliance
on external markets, external technologies and raw materials and
comprehensively enhance its competitiveness and position in the
value chain through investment in R&D.

China-U.S. relations significantly influence the world in the
21st century, though their competition in the high-tech sector is
subordinate to their strategic competition. In this connection, the
ongoing decoupling will reshape a new international order. It is
predictable that as China moves to the higher end of the global value
chain and becomes a high-quality economy, competition between
China and the United States in the field of science and technology will
become routine and more intense. The market will have to prepare for

a new international environment. |g
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n August 2012, western academics came up with the word
I“Chimerica,” which reflected a honeymoon-like apogee for
China-U.S. relations. Since then, however, the two countries seem to
be drifting apart. If the “Pivot to Asia” strategy gave China a taste of
containment, the escalating trade tensions have done real harm to the
Chinese people, and they grow anxious about what the United States
is really after — merely to take China's money, or to provoke all-out
confrontation? The trade war is bad for China and bad for America for
a number of reasons.

First, trade imbalance is caused by an imbalance of business
interests. The U.S. business community should stay rational.
Admittedly, trade relations are imbalanced between the two countries,
but each and every transaction is done on a voluntary basis and not
imposed on either side. From tariff hikes to IPR violations, from
enforced technology transfer accusations to multiple flashing points,
the Chinese business community has been caught off guard by recent
U.S. maneuvers. The Chinese still believe it is more constructive
for both sides to sit down for talks, crunch some numbers, find out
the root causes, listen to each other's grievances and come up with
a more balanced and sustainable trade rule framework, which holds
more promise of a mutually beneficial solution than the sable-rattling
currently unfolding.

Second, trade tensions will hurt the most vibrant sectors in
China, namely the private sector. As a rough breakdown of their
proportion of the overall trade volume, the private sector accounts
for 50%, foreign companies for 30% and SOEs for 20%. The
private sector deals mainly in processing manufacturing, which is
the key component of trade, hence the high proportion of private
sector contribution. But that also underlies that China is not in an
advantageous position in the value chain. Trade tension has inflicted
harm on privately-owned businesses in China. On top of that, due to

the supply-sided structural reform launched in 2016, low-end capacity
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is being phased out. The combination of the two factors has created
a far more challenging environment for small private businesses in
China.

Third, the trade war has cost some jobs in China, but it certainly
hasn't created any for American workers. For manufacturers in China,
it is difficult to strike the pot of gold these days. The newly released
Hurun China Rich list reveals that internet gurus and real estate
moguls typically top the list. Whereas, on average, the hardworking
120 million Chinese workers in the manufacturing business make less
than $8500 each a year. These low paying jobs will not migrate to the
US. Trade tensions will only force more jobs into the service sector in
China.

Fourth, while not a decisive factor, the trade war does pose a
drag on China's economy. Since Q3 2010, China's GDP growth rate
has been slowing from almost 12% to a little over 6%. Whether it is
the GDP, trade volume or manufacturing sector, friction between the
two biggest powers will inevitably spike uncertainty for both countries
and the world at large. As a reminder, China's manufacturing sector
accounts for one quarter of the global total, and related investment is
worth $3 trillion per year. Sluggish trade will shrink imports, and it is
increasingly clear that both countries stand to gain from cooperation
and to lose from confrontation.

Fifth, the trade war has eroded the warm feelings harbored by
the Chinese towards the United States, and stoked misgivings as
well. China as a nation has endured ups and downs over the past two
centuries, and faced humiliation and struggle. To this day, China is a
developing country with annual per capita income of less than $10,000.
Income distribution and environmental protection are pressing tasks
for China. The Chinese are not shy about their preference for the
United States as a destination for investment, study, property purchase
and immigration. The Chinese are keen to learn from the United
States. If the United States wrongly attributes China's development in
manufacturing to trade deficit, enforced technology transfer and IPR
violations, or even went so far as to decouple from China in trade,
technology, investment, finance and other sectors, it would only serve
to deepen suspicion and misgivings. It begs the question whether the
United States is seeking to address the trade deficit, or if its judgement
is clouded by the Thucydides trap mindset?

Chinese and U.S. economies are highly complementary, and
cooperation between them has an important bearing on the efficacy of
global governance and the sustainability of global economic growth.
Yet the trade war has pushed 1.6 billion people to a crossroads. It
risks causing a disengagement between China and the United States
that would pit the two nations against each other. Or, both sides could

show wisdom and vision to solve the dilemma. |
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oncerned about the rapidly shifting balance of economic power
Cand alleged unfair trade practices, the Trump administration
began a deliberate policy of trying to constrain China's economic
progress in mid-2018. It weaponized the economic policy of the
United States to target China, first with tariffs and then spreading to
technology, people-to-people exchanges and, most recently, finance.

It is therefore good news that a phase one trade deal seems in
the offing. But this deal amounts to a cease-fire at best. Indications
are that it covers only a limited number of issues, including tariffs,
intellectual property, access to China for U.S. financial services and
trade in agricultural products. The most serious disagreements are left
on the table, including industrial subsidies, market access and the role

of Chinese state-owned enterprises.
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At this time, both sides seem eager to de-escalate the conflict,
since the economic pain is slowing both economies and U.S.
elections are looming in late 2020. Nonetheless, there is considerable
uncertainty about whether the truce being negotiated will prove stable
and enduring. Over the past few months, it seemed as if the Trump
administration was looking to exploit whatever vulnerabilities China
might have. Finance became the latest battleground.

Financial sanctions exist at a different level of complexity than
trade tariffs. The direct economic effects of tariffs are rather easy to
calculate. Indirect effects are more difficult to ascertain, as seen in
the slump in business confidence the tit-for-tat tariffs have created,
ultimately triggering a global manufacturing recession. If financial
sanctions are the next front in this economic war, they promise to
bring many more unintended consequences than did tariffs.

The prospect of the U.S.-China economic war spreading to finance
has most commonly been mentioned with respect to China weaponizing
its large holdings of U.S. Treasury notes and other debt instruments.
Often referred to as the “nuclear option,” China could choose to dump
a large pool of U.S. assets. This would likely destabilize world financial
markets and drive up American interest rates.

However, such a move could also very well be self-defeating.
China dumping treasuries and other securities would mean that their
prices would go down, causing a loss for China. Even more important,
such a move would unlikely reach its desired objective — massive
economic pain for the United States — for several reasons.First,
the U.S. Federal Reserve could use quantitative easing to stabilize
markets. Additionally, because of America's exorbitant privilege,
instability in financial markets would likely trigger flight-to-quality
flows, which tend to support the U.S. dollar. Finally, China has few
choices on where to put its foreign-exchange reserves other than
U.S. Treasury notes. Government bonds in most other developed
economies are either ultra-low or negative-yielding.

In the end, the so-called nuclear option could hurt China more
than the United States. Most financial analysts see an aggressive
reduction of Beijing's U.S. holdings as a remote possibility. No one
takes this prospect very seriously, though it does pop up now and then
in the news cycle.

This time, rather than China acting as the aggressor, the Trump
administration is reportedly considering a variety of financial
measures, including a push to restrict U.S. government pensions from
investing in China, pressure on U.S. stock index providers to limit
exposure to Chinese assets in their indices and efforts to increase
scrutiny of Chinese companies listed in the United States with the
threat of forcing them to delist. Such efforts are in conjunction with
the Equitable Act, a bipartisan bill making its way through Congress.

The discussion of potential financial sanctions on China is one

more example of how the Trump administration is leveraging the dollar's
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dominant position to advance geopolitical objectives. It continues to hold
a near monopoly, since there is truly no viable alternative at this point.
But Washington would be playing a risky game if it started a financial
war with the largest foreign holder of U.S. securities and, even more
important, the second-largest economy globally, the world's largest
trading power and the globe's biggest oil importer.

Trump's repeated leveraging of the dollar undermines trust
among the holders of American assets. For example, if Chinese
companies face the threat of being delisted from U.S. exchanges,
how many foreign companies from other countries will be willing to
list on a U.S. stock exchange? Similarly, repeated threats to non-U.
S. residents to freeze their assets could drive money away from
American shores. No wonder calls are growing globally for an
alternative to the U.S. dollar.

China has been advocating for such an alternative for the last
decade. If the Trump administration puts sufficient pressure on China,
it will greatly speed up the effort. While the euro and yuan each
have their problems, history shows that change in the international
monetary system can come very rapidly. The U.S. dollar, for example,
rose from near global irrelevance before 1913 (the year the Federal
Reserve was established) to become the world's most important
currency around 1925.

In other words, too much pressure on China could accelerate
the creation of an alternative monetary system and hasten the decline
of the dollar as the world's sole reserve currency — one of the
foundations of U.S. preeminence. Already, the Trump administration's
moves have encouraged both friends and competitors alike to search
for a means of circumventing the U.S. dollar. Anne Korin from the
Institute for the Analysis of Global Security recently noted how “very
powerful countries” are seeking to undermine the dollar's importance.
“Major movers,” such as China, Russia and the European Union have
a strong “motivation to de-dollarize.”

Once an alternative monetary system takes root, China could
hypothetically declare its unwillingness to hold U.S. dollar assets and
even bar its citizens and corporations from doing so. While this seems
like a far-fetched prospect at present, such moves could fundamentally
destabilize the U.S. economy. American politicians should not forget
that the United States runs large current account and fiscal deficits, a
recipe for sudden stops that tends to cause extreme financial disruption.

Expanding the U.S.-China economic war to finance therefore
involves massive risks, both for China and the United States. But it
is Washington, especially, that needs to think through the potential
ramifications of any financial aggression. A financial war would
deepen Chinese mistrust of the United States and hasten the search
for an effective means of circumventing the dollar. By picking a
shortsighted fight with China over finance, the administration could

be seriously undermining American power in the long run. |
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Small Business Mary Ng
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When the
opportunity arose
to run for public
office, | jumped at
it because | believe
that leadership
is important as a
female, Chinese
leader.

. Please share with us your

personal background and how
you have achieved such honor as
to become the federal minister of
Canada.

In the mid-1970s, my parents embarked upon
a life changing adventure and with myself and my
siblings, immigrated to Canada from Hong Kong.

My parents were very entrepreneurial, having
been small business owners in Hong Kong, and so
when they arrived in Canada, they started a small
business: a Chinese restaurant. They showed me that
with hard work, anything was possible. This belief
greatly informed who I became as a person. It is
what drove me to become a member of the Liberal
party and compelled me to public service. Whether
I was working on Ontario’s education policy,
or helping Canada’s entrepreneurs at Ryerson
University’s DMZ, or ensuring a transparent
appointment process as Director of Appointments
at the Prime Minister’s Office, I knew 1 wanted to
work hard for my fellow Canadians.

When the opportunity arose to run for

public office, I jumped at it because I believe
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Please tell us what are your areas
of focus on subjects of trade and
small business in the coming year?

Our government is a small-business-friendly
government. We’re working hard to reduce red
tape and make it easier to do business by providing
small business owners with the tools they need to
succeed, including programs that offer funding,

debt relief, advice and even paid interns. We’re
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also working hard to help small businesses save

their hard-earned money through initiatives like
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| feel incredibly lucky
to be able to fight
for Canadian small
businesses each
and every day, and |
don’t take even one
moment for granted.

that leadership is important as a female, Chinese
leader. I was so honoured when the people of
Markham-Thornhill elected me to represent them.
A year later, it was an absolute honour to be
named theMinister of Small Business and Export
Promotion by Prime Minister Trudeau. I feel
incredibly lucky to be able to fight for Canadian
small businesses each and every day, and I don’t

take even one moment for granted.

2. Please share with us what were
the greatest difficulties you’ve
faced during your career and how
you’ve overcome them.

As a woman and as a minority, I have of
course experienced discrimination before. There
have been times when people have doubted
me and many women will tell you, particularly
minority women, those prejudices continue today.
But there have been improvements. And that’s
why I’'m so proud to work for the Liberal Party of
Canada. This is a party that knows that diversity
is our strength and who brought in the Charter of
Rights and Freedoms in 1985. This is a party that
includes people of every ethnicity and that has
deep and long-lasting social and economic ties

with countries like China.
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We’re working hard
to reduce red tape
and make it easier
to do business by
providing small
business owners
with the tools they
need to succeed,
including programs
that offer funding,
debt relief, advice
and even paid
interns.

lowering the Small Business Tax Rate to 9% in
2019 (87,500 savings), and by getting credit card
companies to lower the fees they charge businesses
($7,500 savings).

You’ll also note that Prime Minister Justin
Trudeau added Export Promotion to my title. He
tasked me to work closely alongside my colleague
Minister Carr to ensure that Canada continues to
have diverse and lucrative trade agreements with
different countries and to most importantly, ensure
that Canadian small and medium sized businesses
are export ready and able to take advantage of the
over a billion customers available through trade
agreements our government has ratified such as
CETA, CPTPP and the new USMCA.

Please share with us your insight
on where Canada stands right now
in the world market in terms of
manufacturing, technology, and
education.

We’re doing really, really well. The
manufacturing sector employs 1.7 million hard
working Canadians and is very important to our
economy. That’s why our government has invested
in helping Canada’s manufacturers leverage
technology to enhance manufacturing, making
Canada a leader in this field, attracting global
companies and creating hundreds of thousands of
good, middle-class jobs.

When it comes to technology, we have a
thriving artificial intelligence ecosystem that
includes over 650 start-ups, 60 public research
labs, 40 incubators and accelerators, and 60

investor groups spread across this country, in
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Canada is doing
better than it has in a
decade. Our economy

is one of the fastest
growing in the G7,
unemployment is at
nearly a 40 year low
and together, we
have created nearly
600,000 jobs for
Canadians.

Toronto, Montreal, Waterloo, Edmonton, and
Vancouver. Canada is a leader in Al research,
particularly in promising subfields like deep
learning and reinforcement learning. In fact, we
rank fifth in The Economist’s 2018 Automation
Readiness Index, which compares countries on
their preparedness for Al- and robotics-based
automation, based on innovation environment, and
education and labour-market policies.

In terms of education, Canada has one of the
world’s largest populations of people with tertiary
degrees. Our workforce is incredibly skilled and
that’s why companies want to set up shop here.
We’re working hard to maintain this reputation by
teaching one million kids and teachers, important
digital skills like coding.

Overall, there’s no denying it. Canada is doing
better than it has in a decade. Our economy is one of
the fastest growing in the G7, unemployment is at
nearly a 40 year low and together, we have created
nearly 600,000 jobs for Canadians. Our government
will continue to work hard for Canadians to

strengthen the Canadian economy.

Please share with us how will the
Ontario advanced manufacturing
supercluster will increase the
competitive advantage of Canadian
companies in the world market.
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The size and
growth of China’s
market represents

significant
commercial
opportunities for
Canadian businesses
and workers in a
wide variety of
sectors across
Canada.

Based in Ontario, the Advanced
Manufacturing supercluster will build up
next-generation manufacturing capabilities,
incorporating technologies like advanced
robotics and 3D printing. It will also encourage
unprecedented public-private collaboration
that will create an ecosystem of manufacturing
success. By creating a local manufacturing “silicon
valley” in Ontario if you will, we will innovate
at a faster pace and build a global brand for our

manufacturing talent.

With growing urgency to help
Canadian businesses find overseas
markets, what importance will
Canada place on China markets,
and what are the government’s
plans on Canada-China trading
relationship.

Our Prime Minister has said it time and
again; a deepened and broadened relationship with
China is a priority for Canada. China is the world’s
second largest economy and Canada’s second
largest single-country trading partner — in fact,
two-way merchandise trade totalled $94.5 billion
in 2017!

The size and growth of China’s market
represents significant commercial opportunities for
Canadian businesses and workers in a wide variety
of sectors across Canada. There has been continuous
and sustained engagement between Canada and
China. In fact, I was just there myself and I know

my colleagues are planning to visit again soon. |g
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Zhao Xi1aolan on the status
of Chinese Americans
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Remarks Prepared for Delivery by U.S. Secretary of Transportation Elaine L. Chao On the 20th Anniversary of the International

Leadership Foundation 2019 Leadership and Business Conference Scholarship Awards Gala

Thursday, July 25, 2019, Washington, D.C.
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In the 20 years
since its founding,
ILF has flourished

and offered so

many enriching
experiences in
mainstream America
to so many Asian
Pacific American
young people in their
career and personal
development.

ongratulations to ILF and its founder Chiling
CTong on its 20th anniversary. Along with
Norm Mineta, I have been an honorary co-chair
of the ILF when I was in the private sector. In the
20 years since its founding, ILF has flourished
and offered so many enriching experiences in
mainstream America to so many Asian Pacific
American young people in their career and
personal development.

The ILF galas are always such wonderful
occasions to recognize and celebrate the
contributions of Asian Pacific Americans to our
country. They are also so impressive because they
are attended by so many distinguished leaders from
across the country who are forging new paths for
Asian Pacific Americans in their communities.
Tonight is no exception — and I want to also
congratulate the Asian Pacific American leaders
from the public, private and non-profit sectors being
recognized tonight. And many thanks to Mary
Millben for delighting us again this year with such a
beautiful rendition of “America the Beautiful.”
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The most recent
estimate shows
the Asian Pacific
American
community is nearly
7% of our country’s
population—or
about 23 million
strong.

As you know, throughout my career in public
service, I have worked to help Asian Pacific
Americans—and other traditionally under-served
communities—access opportunities in mainstream
America. And I have made consistent efforts
to highlight the contributions of Asian Pacific
Americans.

This year on May 10, 2019 at Promontory
Summit, Utah, I had the unique privilege to fully
acknowledge and recognize the contributions and
sacrifices of the 12,000 laborers of Chinese heritage
who helped build one of America’s greatest pieces
of infrastructure: the transcontinental railroad —
150 years after its completion. It was especially
noteworthy that this tribute was made by the first
Secretary of Transportation of Chinese ancestry.

The achievements of these 12,000 Chinese
laborers was even more poignant given that
they did not have the opportunity to bring their
families with them or to become citizens of the
United States.

America has moved forward since those days
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to become the diverse country it is today. The most
recent estimate shows the Asian Pacific American
community is nearly 7% of our country’s
population—or about 23 million strong.

As our community has grown in numbers,
we are increasingly contributing to the economic
vitality and cultural diversity of our country.
As you may know, our economy is booming.
The tax cuts and deregulatory policies of this
Administration have jump started the economy.
The U.S. economy grew 3.1 percent in the first
quarter of 2019. The national unemployment rate
of 3.7 percent is about the lowest in 50 years. The
unemployment rate within the Asian American
community is at 2.1 percent, the lowest ever since
this figure was recorded.

Asian Pacific Americans have branched
out to every field in mainstream America. And
Asian Pacific Americans have also distinguished
themselves in military service. On January
29, 2019, I participated in a moving ceremony
conferring the Congressional Gold Medal on the
Chinese American veterans of World War I1.

The progress made by Asian Pacific
Americans in mainstream America is a testament
to the values our community holds dear, especially
our emphasis on strong families, hard work and
the value of a quality education.

As we authenticate and celebrate our
contributions to this country, let me mention an
issue which I have heard from many Chinese
Americans across all social and economic strata
and that is the growing anxiety at the specter of
ethnic profiling. As the relationship between the
U.S. and China becomes more complex, many
Chinese-Americans are growing increasingly
anxious about how their ethnicity affects their
acceptance in the United States.

My own family was recently the subject of
malicious political partisan attacks that would not
have occurred if our last name were “Smith” and
if we came from England. I’ve been criticized
by the “mainstream”media for including my
father at some official appearances and social or
ceremonial events, and for attending certain non-

governmental events in my personal capacity
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The national
unemployment rate of
3.7 percent is about
the lowest in 50 years.
The unemployment
rate within the Asian
American community
is at 2.1 percent, the
lowest ever since this
figure was recorded.
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As the relationship
between the U.S.
and China becomes
more complex, many
Chinese-Americans
are growing
increasingly anxious
about how their
ethnicity affects their
acceptance in the
United States.
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As our community
grows in numbers,
we have the chance
to explain and inform
others of our Asian
values.

with my father. Occasions such as these are not
unusual for Cabinet members. This also reflects a
deliberate mischaracterization of our Asian value
of traditional respect for our parents -filial piety.

As our community grows in numbers, we
have the chance to explain and inform others of
our Asian values. I used to be reluctant or shy to
do so, in an effort to blend in. Perhapsit’s age or
maybe it’s because our country is becoming more
diverse which is more emboldening...

1 have a few words:

1) Be strong.

2) I will always fight for our community.

3) Our community must not be afraid in
asserting our contributions to America, and in
sharing our cultural values and how they make our
country stronger.

So kudos to you for being here tonight, and to
what you do in your communities to highlight the
talents of our community and its contributions to

mainstream America. Good night. |g
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August 21,1955-October 8, 2019
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avid Fushtey was a lawyer, a sculptor and a landscape architect:
Da renaissance man who loved music, art, ideas and argument.
Dave died on October 8, 2019, at St. John Hospice, Vancouver,
British Columbia at the age of 64 from a Glioblastoma brain tumour,
diagnosedonly in mid-August. Dave’s sisters, many friends and his
wife, Moura Quayle, experienced Dave’s end-of-life at his room in
the hospice, complete with a sound system, countless recollections of
a life well lived, and nurtured by excellent caregivers.
Dave’s end-of-life journey actually started when he experienced
a seizure in the Hong Kong airport enroute home after a fruitful week
discussing governance with representatives of Huawei in Shenzhen
(along with students and colleagues from the School of Public Policy
and Global Affairs at UBC). It had been a long-held dream to go to
China;he studied Mandarin & Cantonese sporadically over the years
and could for sure be classified as an avid sinophile.He was perturbed
at the vilification of the communication giant, and he made it a
mission to understand the company and dispel the common critique of
it; in this regard, and in many others, Dave was an avowed contrarian,
never content to accept conventional thought.
He was felled by a mysterious seizure in the Hong Kong
airport en route home, fortunately treated quickly, and he spent four
weeks in hospital “recovering” from what was wrongly assumed

to be a stroke. It wasn’t until mid-August in Vancouver, when his
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seeming recovery began to slip,that a CT Scan revealed the true
nature of Dave’s illness. If in life Dave was never one to do things
“halfway,” he would not compromise in struggle; he had a very
aggressive cancer, a very invasive surgery, but in his battle with pain
and decline he kept his sense of humour, requesting red liquorice
Twizzlers and handfuls of Skittles to keep his spirits up. He was
unfailingly gracious to visitors, grateful they had seen in him the
generous man he wished to be.

Dave was born on August 21,1955 in Guelph, Ontario, to
Ruth and Steve Fushtey. Dave attended Centennial High School in
Guelph,where he is remembered more as a star athlete than a scholar.
Count the sports: basketball, football, volleyball, swimming, track &
field, and rugby. Dave was the school’s athlete of the year two years
running — until he injured his knee, an abrupt end to his competitive
athletic activities. He took to golf in early middle age, then devoted
himself to snooker, and his friends would say in fairness in these
matters he did not particularly excel — but not for lack of zeal. He was
avid, for want of a compliment.

He “fell” into landscape architecture by accident and guile:
he was picked up by the school’s vice-principal hitch-hiking with a
friend outside the school. They needed a goodalibi and they mustered
one: they claimed they were going up to the University to apply for
the Landscape Architecture Program. It not a total fib; his friend
was serious about this. As life would have it, the friend did not get
accepted,but Dave did. This started his on and off education as a
designer — sometimes interrupted by taking time out to work in the
oil rigs in the Arctic or a semester in London to ignite his love of
stone sculpture. He completed his landscape architecture degree and
used his considerable organizational ability(Dave was certainly a
detailed man) in his first “job” to project manage for a large landscape
contracting company in Calgary.

Dave and Moura, his wife, met at an International Federation
of Landscape Architects conference in Vancouver in 1981. Dave’s
innate generosity surfaced as he decided to buy a truck and drive
Moura and her belongings to Berkeley where she began graduate
school. Dave moved to Vancouver and worked for a variety of firms
to get his professional credentials in landscape architecture. This led
to one of the highlights of Dave’s professional life: being a senior
planner at EXPO’86, responsible for contract management of the
design consultants. This project brought back a long-time dream to
study law.

In 1979, Dave wrote as he pondered his future: “Law? Law is
everything I believe in — discipline, justice, consideration of others...

yet could I survive the disappointments and emotionally handle
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the stress and rarified atmosphere. I’d like to try...but I won’t
compromise my values for acceptance.” Throughout his career, Dave
developed a reputation for defending his values and for integrity in
the face of challenge.

At age 30 Dave was accepted into UBC Law School and loved
every minute of his legal education. He was the Senior Editor
of the Law Review, went on to Clerk at the BC Supreme Court,
then articled with Bob Bauman at what was then Bull Housser
Tupper. Dave gained experience in international law with Ward
and Company as the BC AirCare Program Counsel, then on to
Smith, Lyons, Torrance, Stevenson & Mayer, Associates before
really finding his feet at MPR Teltech Ltd as Legal Counsel for
Transactions and IP. When MPR was sold, Dave’s perfect job
“disappeared” — but it opened other opportunities. What also
disappeared was Dave’s commute to SFU Discovery Park on his
1100 GS. Every April, Dave would get the “motorcycle bug.” He
finally convinced Moura that this was a good idea. He downsized to
a 200cc VESPA and coaxed her to get her licence so she too could
have one to make the trip to Nanaimo to his building project of a
lifetime. Dave had a stone studio and built a significant stone bridge
over the creek — by hand!

Dave actively followed his dreams. He had fallen in love with the
art of stone sculpture during a UK study abroad in the late 70s, so he
joined George Pratt’s sculpture studio in 1998. This passion led him to
starta program called “Stoneworks” for street youth. You can find his
large public art pieces in Richmond, Nanaimo and other locations.

But his commitment to words and the rule of law drew him back
to create The Governance Counsel in 2002. Dave became known as
the Governance Guy. As a corporate-commercial lawyer, respect for
specialized languages and building strategic oversight skills focused
his passion on governance — the effective exercise of informed
authority. For Dave, governance was a learned skill so he developed
the Principled Governance™ approach and the Governance
Platform™ for The Governance Counsel™, including orientation and
education protocols, tools and briefing materials on hot topics. It lent
him an identity that served him professionally for life. In turn Dave
worked with clients to helpthem with their governance challenges
and to “get along.”

From 2011-2014 Dave was a Fellow at the Centre for Dialogue
at Simon Fraser University(SFU),where he valued the staff and
students of the Centre. He was constantly opening doors for students
and paying for them to attend lunches and conferences. He went out
of his way to express gratitude and appreciation to them for their

work. From 2012-2015, he was a Senior Fellow at Beedie School of
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Business Centre for Corporate Governance and Risk Management.

Most importantly, Dave had a beautiful mind, a termcoined
bySimon Kuper, a columnist in the Financial Times. Dave treated
every situation as a learning opportunity and could clear his mind
to really see the person he was talking with. This made him a
great mentor for students and young professionals. He was always
there for people, ready to share insight, work through dilemmas,
and connect them into his network. He was active in the Board of
Trade’s Leaders of Tomorrow Program and mentored students from
SFU and UBC. Dave was a wonderful teacher — he truly wanted
to help people understand how legal and regulatory systems should
evolve to enable positive relationships in our complex world.

Dave gathered insights from a diversity of realms; he
was trans-disciplinary to the core, combining the critical and
creative voices of law and design. Dave had the imagination to
come up with ideas and the humility and technique to test them
again the data.

Most importantly, Dave did the work he wanted to do, not

the work the world sought to impose on him, even if there was a
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LAW AND GOVERNANCE IN A DIGITAL AGE

‘DAVID S. FUSHTEY

cost to his career or income. Not many
people move from the oilrigs to landscape
architecture to law to artist to governance.

And, people with beautiful minds
(17 say what they think is true. Dave
certainly did that!

Dave’s beautiful mind wrote (over
a 10-year period) and publishedin May
2019, The Director and the Manager:
Law and Governance in a Digital Age:
Machiavelli had it Easy. It was his life’s
work in large measure and in a large
package: a nearly-1000-page text on the
direction for the emerging discipline of
governance. This text presents Dave’s

research and a market-tested decision-

THE GOVERNANCE PROJECT
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framework for comparative law, market

practice, and human nature in the vital
strategic-oversight role of governance.
Dave believed that the how and why of governance systems
link the human condition and the rule-of-law in the digital age.
Machiavelli had it Easy was a celebration of years of thinking,
researching, writing, editing and compilation. It was a fitting
finale of a life of reflection, innovation and expression.

Dave was also passionately involved in politics on the civic,
national and international levels. He was part of the team that wrote
Creating Opportunity: The Liberal Plan for Canada, better known
as the “Red Book” in the Jean Chretien government, its blueprint for
the country.

Dave was definitely a people person. Relationships with in-laws
are always a bit of a crap-shoot. With Moura’s father, Dave had a
monosyllabic relationship — but so did most people unless they could
talk about oysters, clams and geoducks. Moura recently found all the
cards that Dave sent to her mother. This emphasized about how much
he cared for her, paid attention to her, and sent her special coins and
stamps and just a “thinking about you.”

There were little and large things about which Dave can be
remembered: his wonderful smile lit up a room, and his tireless
pursuit of justice for politics and humanitarian causes, including
support for women and diversity of culture. He valiantly tried to keep
small independent businesses alive — bookstores, grocery stores, tea
shops. He was particular about where to sit in restaurants, eager to
entertain, and endlessly civil.

We have lost a beautiful mind. |3
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By Zhang Monan Senior Fellow, China Center for International Economic Exchanges
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he current trade war between China and the United States is
Treshaping the global trade pattern and value chain. Economic
globalization is entering a new stage of development. Since the
outbreak of the trade war over a year ago, both China and the United
States have been deeply affected. Chinese goods under increased
tariffs exported to the United States fell by 14 percent and trade
volume decreased by $18 billion, accounting for 3 percent of total
Chinese annual exports to the United States. American exports to
China shrank by 38 percent and trade volume decreased by $23
billion, or 15 percent of U.S. exports to China.

How does a trade war affect the global value chain and industrial
division of labor? There are two important mechanisms: one, both China
and the United States may try to avoid the impact of tariff increases on
costs through industrial transfers; two, they may also reduce incremental
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risks by directly downsizing bilateral trade. The former may lead to the
transfer of some Chinese industries to other countries while the latter
may result in global trade and economic contraction. In the long run,
the trade war will not only change the global trade pattern and industrial
division of labor quantitatively and structurally but also further intensify
global competition in the value chain.

At present, a new round of global manufacturing transfers has
started and may well continue for several years. Data from China
and the United States offer ample evidence. For China, the decline in
exports to the United States in the first half of this year was mainly
offset by export increases to the EU, ASEAN, Mexico and the Taiwan
region. For the United States, the decline in imports from China was
mainly replaced by increased imports from the EU, Mexico, Vietnam,
Republic of Korea and the Taiwan region. Some of the changes
came from entrepot trade but a large proportion was structural due to
industrial relocations.

Official data from Vietnam show that, among the 51 countries and
regions with increased direct investments in the country, China ranks first
with a share of 24.6 percent. China has also become Malaysia's largest
source of foreign investment in manufacturing for three consecutive
years. According to data from the Malaysian Investment Development
Authority, Chinese investment in Malaysian manufacturing from 2016
to 2018 was MYR 4.7 billion, 3.9 billion and 19.7 billion respectively,
accounting for 17.2, 18.1 and 34 percent of foreign direct investment
approved in the relevant year.Southeast Asia is becoming a key
destination for the transfer of labor-intensive industries. At the same time,
Chinese industries are also experiencing strategic adjustments for the
long term, especially with increased investments in high-tech and R&D.
In 2018, import and export of high-tech products accounted for 30.7
percent of total foreign trade volume. In the first five months of this year,
while private investment in Guangdong's manufacturing industry fell
10 percent year-on-year and traditional manufacturing industries faced
declines ranging from 9 to 40 percent, investment in high-tech industries
rose 1.8 percent, demonstrating a trend in the restructuring and upgrading
of industrial sectors.

It is predicted that regardless of whether China-U.S. trade
friction continues or not, the trend of reconfiguration of the global
manufacturing industrial chain and reconstruction of industries across
different regions will be irreversible. Such change is profoundly
impacting the trade and industrial division of labor among countries
in at least two overarching ways.

First, the trade intensity of the global value chain has
decreased. In recent years, although the absolute value of cross-
border trade is still growing, its share in global commodity output
is declining. McKinsey reports that between 2007 and 2017 the
share of merchandise goods in total global value chain output fell
from 28.1 percent to 22.5 percent. In the most complex value chain
with the strongest trade attribute, the decline of trade intensity is
especially obvious.

54 | Fortune World

Fortune World | 55



MeEsl OPINIONS

HHRE TR, 2007-20174F17], F SO EE R B
FEH A BB 28 1% [ E22.5% , TE i 2 JE Ve B )
WriEsEs, AR N,

TRAERRTRME R I B, SRR TR
9. 2018 LK, RERJEHEINSLEACPTPP (2 HIBE LS K
SEREAKPEC AT E ) . EPA ( HEREAEPFAEE ) . USMCA

BHRGWE ) VAR S Ry LR %%k 5 S E

2, XKEMEE MR, HIEWTO FURTADatabaseZi 1], #
2201946 H, MWTO HMENESABMRTA ([Xig!

Fik4740 . XEGHAIUMR TAA DL N SR HFAE -

— P IR B . RS ARIRTA ANET HE
R ZE S, L0 0T HAf A THIRTA £ 550 550
ST TR RS A, FE IR T HA O e SR 32 21
ANTFIRSEAR

THRTAR AR IPZR G BLIG CF I T RBOR TH,
AR TANGE N Tl EE A AR I I sk 0 2 (R 3R 5
L, SHBIEURR M AFEIR S AN F S A i o

A B PE RS HB IS . SEINAR SR B e AT
dE— 2B IBR T A =D, HEME M T B

WA B, MULRTSE, HEBHRR SS9 %, X2
SRR i o HeRBZIMER A
&7 RHERGHIBICBANERNES TR, &RMIEAN—&
ERR A, FENE] “HEAERER AR “HMORIEE
ERE” N, e A, Bl 2, XE AR

U 2% LR IOBINE o — AN TR 1T 1 e o 2 o 4
BRI “RRERZHIR o 19

56 | Fortune World

Second, the three global value chains have demonstrated
increased regional instead of global attributes. Since 2018, super-
large free trade agreements such as CPTPP, EPA, USMCA and
one between the EU and the Southern Common Market have been
signed, with increasingly prominent regional attributes. According
to the World Trade Organization, as of June 2019 the total number
of effective regional trade agreements (RTAs) reported to the
global body had reached 474. These ultra-large RTAs have the
following characteristics:

A. Existence of an apparent central country. Although
there are great differences in content, RTAs signed by the central
member with other members have strong similarities in certain
provisions, hence different models of central member dominance.

B. RTAs have become important policy tools in
foreign economic and political relations. Some RTAs are
designed not only to increase trade volumes among members
through discriminatory treatments but also to satisfy political desire
for competition to establish an upper hand in making international
economic and trade rules.

C. Exclusivity and the principle of origin. The US-
Canada-Mexico Trade Agreement further strengthens regionalization
in North America, with obvious exclusivity.

Today's world is witnessing trade disputes not only between
China and the United States but also between Japan and the Republic
of Korea. Such disputes epitomize the globalization process. In
the name of national security, more and more countries use trade
sanctions and customs duties as regular tools. Globalization is moving
from integration to fragmentation, in which players strive to divide
the existing cake instead of making the cake bigger. Consequently,

competition becomes more intense and friction more frequent,

seriously testing the resilience of various economies. A more open

market is bound to become a scarce resource in the world. [g

/110U

endlesstpossibilities for all musical collaborations.”
{

I
Lisa Ta /,,W pianist &
; -'Kavallmgh, violinist

——,

—

FAZICU

WWW.SHOWCASEPIANOS.COM

FAZIOU  caeZiey  GROTRIAN  WHOFFMANN =Roland




EMs OPINIONS

OPINIONS WM &ML

N

FIKE

MHYZE

EN=1

The Lingering Death of Global

Liberalism
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By James H. Nolt  Adjunct Professor at New York University
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ost pundits see the U.S.-China trade conflict as a specific
Mevent with specific causes and therefore, potentially, specific
solutions. Increasingly, I doubt it. It is a manifestation of a broader
problem within the global political economy itself. The liberal
world order that was designed during World War II was gradually
and successfully implemented. The creation of the World Trade
Organization in 1995 was a key milestone. But this order is now
failing to adapt to the new challenges of the 21st century.
Liberalism is not dying because it failed, but because it
succeeded so thoroughly that the old problems are less salient,
whereas significantly new problems now dominate to such an extent

that the existing institutional machinery, even existing intellectual
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conceptions, cannot cope. Whereas many see the economic rise
of China as the cause of this challenge, it as more of a catalyst
than a cause. The real causes of this lingering death are the global
dominance of a handful of private monopolies and the increasing
importance of monopoly rights, euphemistically referred to as
“intellectual property rights (IPR).”

The postwar liberal order was designed to free the world
commercial system from intrusive government powers during the
Great Depression and World War II. These include high tariffs,
foreign exchange controls, and broad regulation of trade and finance.
The channels of trade had become defined as much by governmental
regulations as by private competitive ability. Institutions and
rules evolved and eventually succeeded in liberalizing the global
movement of people, capital and goods. The remaining obstacles are
relatively trivial compared to what existed in 1945, although capital
and goods cross borders more easily than people do.

The global liberal order thrived politically, as long as it was
delivering the goods. Improving growth, efficiency, job creation, and
freedom of movement insured that globalism proponents around the
world, whether labeled liberals, conservatives or social democrats,
gained public support in mainstream parties that thrived. Now in
many countries of the Western world, the traditional parties that were
sustaining this liberal world order are discredited and, in some cases,
even collapsing in a wave of so-called “populist” reaction to the
frustrations of contemporary global problems, largely neglected.

Today much of the commentary about global trade still pretends
that the problems are the same as ever, but that the new offender to
liberal rules is overwhelmingly China. This attitude is ignorant of
its main lines of development. China is vastly more open to global
brands, products, and technology than it was when I first arrived in
1981. It has “globalized” its consumer culture and industrial base
more thoroughly than perhaps any other country on earth. Its private
sector is the second largest and fastest growing on earth. It is by
many measures globalism's success story rather than a failure. It has
succeeded all too well.

Critics of China argue that its ostensibly “state-directed”
economy provides innumerable challenges to the world order that
must be resisted and rolled back. I see its problems as much more
global and structural, common to all major trading powers. But since
most people are still stuck in the obsolete language of the postwar
era, they do not understand that what are commonly labeled “Chinese
problems” are in fact global problems that we are barely able to
conceive or admit.

The global political economy has fundamentally transformed
since World War II. Private monopoly power has proliferated so
that the most significant global obstacles to free competition are
private monopoly powers, not governmental obstacles like tariffs
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or financial regulations. Traditionally, competitiveness was rooted
in efficient low-cost production. Low-cost automated production of
almost anything is now possible throughout far more of the world
than in 1945. However, relative production costs no longer dominate
the conditions of competition, as in traditional economic trade theory.
Rather, the channels of commerce more and more flow according
to monopoly powers and privileges conferred by IPR and network
economies. These unprecedented monopoly powers largely escape
public perception, let alone regulation.

Whereas many Chinese leaders are engineers who grasp the
revolutionary political-economic significance of technological
change, Western countries are governed more by lawyers who see the
world in terms of legal rights rather than actual powers. American
politicians are consequently abrogating leadership on issues they do
not understand to their corporate donors. The public interest is often
smothered more in American money-driven politics than by China's
more technologically sophisticated one-party state. Americans largely
ignore real power in favor of misleading debates over trivia and labels.
Americans are ripe for exploitation, not primarily by the Chinese, who
at least sell at low prices, but by our home-grown monopolists and
their lackeys.

Consider the hot-button issue of spying that has animated the
recent Huawei debate. Do Chinese companies spy? Yes they do,
as is well documented in the Chinese press. But just like American
companies, they spy largely for commercial advantage. Americans
worry most about governmental spying, but corporate interest in
your private data is far more pervasive and potentially damaging.
Those with a legitimate fear of government intrusion are typically
savvy about encryption, but very few people realize how much power
they are giving away freely just by using their phone and its apps.
We suffer more loss of political and economic power every day to
the private interests who centralize and sell our data than most can
imagine. Most are unaware of the adverse discrimination that can
result. I fear spying by Apple, Google and Microsoft much more than
1 do spying by governments, which have less capacity and motivation
to injure my immediate interests in employment, credit and free
speech. Even far-right conservatives are waking up to the dangers of
unregulated private power.

There is a similar problem of one-sidedness in U.S. accusations
against Chinese companies gaining advantages from government
subsidies or tax breaks. Such subsidies are a factor for companies like
Huawei, to be sure, but the competitiveness of the great bulk of Chinese
exports that originate from foreign multinational corporations and small
private businesses does not depend on such subsidies. U.S. companies
often gain significant subsidies and tax breaks from Federal and local
governments. The U.S. tax code is a Swiss cheese of special interest

subsidies, which is why hugely profitable giants like Amazon can pay
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no tax, presumably legally. Other U.S. businesses cheat the taxman
with impunity because of poor enforcement from an IRS gutted by
Congressional budget cuts. Are these unfair subsidies too? The issue is
way muddier than we would like to admit. China is not the only source
of spies nor the only country of pampered business tycoons.

The real problem with the conceptions we have inherited from
the liberal global order is the now grossly false presumption that
only governments restrain free competition. Free competition, a
level playing field, is not guaranteed by rolling back governmental
power. Concentrated private power remains. For example, today
two companies, Google and Facebook, dominate online advertising
globally. China is one of the few countries where they are less fully
dominant. This is not a system of free competition, but a system
that creates a privileged playing field by centralizing information
accumulation and dissemination at a scale and speed unprecedented
in world history. It is not in the public interest of most American
citizens and businesses that a handful corporate giants consolidate
their global dominance even more. It is their power, after all, not ours.
Instead of cooperating with monopolists to strip every last vestige of
foreign regulatory power, it would behoove us to curb untrammeled
monopoly power and thereby better serve the public interests of the

vast majority. We have a long way to go. [d
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ver the past decade, strategic circles in the United States
Ohave been debating one question: Does the assumption
of China-U.S. engagement still hold?It has be argued that as
long as the U.S. clings to its engagement policy with China, the
Chinese political and economic systems will become increasingly
liberalized. But between 2007, when the book “China Fantasy”
by former Los Angeles Times correspondent in China James
Mann came out, and 2017, when the first national security
strategy of the Trump administration was released, the idea
seemed to be gaining traction that the engagement assumption
was no longer valid. In the U.S., government and academia alike
coalesced around this understanding.

Nevertheless, people rarely look at the other side of
the story. Was there any assumption on the part of China in
its dealings with the U.S.? If so, in the same vein, does the
assumption still hold today?

As a matter of fact, China has had its own basic assumption
in formulating its strategy toward the U.S. over the decades:
If China pursues a largely cooperative approach with the U.S.
and the world at large, and aims to integrate and embed itself
into the international system, then the international system will
accommodate China's peaceful development. Put another way, the
thinking went, the international system had reinvented itself in
such a way that an emerging power could grow through peaceful
development, rather than resorting to war or colonization.

Since the late 1970s, China has been in the midst of such a
stage of “peaceful development,” during which it has grown into
a rising power through peaceful means. On this positive note,
I had been asking myself a question for the last seven or eight
years: On top of peaceful development, is it possible for China
to achieve a “peaceful leapfrog”? Would the current international

system accommodate a China that is bigger and stronger than the
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U.S. in economic scale, military power, technological prowess
— and even in per capita terms? My answer was tentatively
affirmative at that time. I believed that the U.S. would not oppose
it, and even if it would, there is no way it could stop China's
development. Because we are living in an interconnected world,
a handful of pushbacks by the U.S. will not reverse China's
peaceful rise or peaceful leapfrog.

But the development of China-U.S. relations in the past two
years have diminished my optimism. I am less sure when I see
bashing of Huawei and other Chinese high-tech companies, on
scanty evidence, if any; and when I hear Steve Bannon talking
up “regime change” in China in public.Most people in China are
more realistic than I am. There is an emerging mainstream view
that the U.S. has a crystal clear goal — to keep China down.
Having heard and seen so much negative rhetoric and action from
the U.S. toward China, and though I personally believe “keeping
China down” is an idea held by a small minority in the U.S., it's
hard for Chinese experts on the U.S. like me to convince Chinese
people that this is not a long-term strategic goal of the U.S.

For China, the U.S. and the rest of the world, this is an issue
of fundamental importance and consequence. Much is at stake,
including China's strategic vision for external relations, and
strategies toward the U.S. And it bears on how other latecomer
countries see the international system. Academic circles need to
discuss these questions: Is the nature of the current international
system the same as it was in the past? Are we experiencing
a throwback to a jungle of nation states? How relevant and
applicable is the theory of realism in the context of the current
international system?What the U.S. says and does as the leader
of the liberal international order, prompts more countries to reach
the conclusion that they could never achieve development and
leapfrog in the current system — a perception that augurs ill for
the international system.

The Trump administration claims that the U.S. will
engage in “strategic competition” with China. But the word
“competition” carries different connotations. Competition could
be benign or malicious, and it comes in many shapes and forms.
What kind of competition the U.S. government has in mind has
yet to become clear.Professor Jing Huang of Beijing Language
and Culture University poses a worthy question: What is the
China-U.S. competition about? Is it about who has the upper
hand ( = N 224+ ) ? Or about who prevails over the other ( fif:
14+ ) ? Or about who lives at the expense of the other ( 4=
Bt 2 4+ ) ? Maybe our friends across the Pacific could help

supply a somewhat accurate answer. |d
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7 Section VIII

Transport promotes tourism: connection of infrastructure
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Autopilot has driven tourism market growth
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ETC application has made tourism more convenient
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Electrification has expedited technical innovation in tourism sector
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Shared mobility has opened up new tourism mode
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Tourism-transport integration has deepened

WY Section IX

Payment remodels tourism: connection of transaction
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In the global e-commerce market, electronic payment has developed rapidly and broken the dominant position of credit cards.
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Songzhuang, China

—A Famous Original Art Town
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Songzhuang, an art town in the sub-center of Beijing city
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By Chun Feng Liu
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In addition to the
production of some
agricultural and
sideline products such
as corn, wheat, sweet
potatoes, peanuts
and vegetables,
Songzhuang is also
the home to a kind
of special products,
works of art.

wenty-six years ago, Songzhuang was
Tjust an ordinary agricultural town in
Tongzhou District, eastof Beijing. It was
during thatperiodseveral painters came here
to rent apartments as their studios. Since then,
artistic atmospherehere has been becoming
increasingly popular. In addition to the
production of some agricultural and sideline
products such as corn, wheat, sweet potatoes,
peanuts and vegetables, Songzhuang is also the
home to a kind of special products, works of
art.With more and more works of art produced
in Songzhuang being sold at home and abroad,
Songzhuang is enjoying increasing popularity,
attracting an increasing number of artists to
settle down here in pursuit of their creative
inspirations.What’s more, the intellectuals
living or working here have also transformed
the ancestral houses of the local villagers

into rooms, studios, exhibition rooms,
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Songzhuang is also
nicknamed "Artists’
Village”, for it has
become a hub of
original art for artists,
gallerists, critics, dealers
and art dealers, etc.

galleries, auction halls and art shopsfeaturing
a strong sense of design, modernity and art.
In Songzhuang, sculptures and paintings by
master are on display along the streets, in the
corners, squares and restaurants.When you
walk down the street here, you may pass by a
master of art. When you are dining in a local
restaurant, an art master may be in the same
restaurant. Wanhetang, a housing property of
Huang Yongyu, the designer of China's first
set of monkey stamps and one of China’s
most famous contemporary art masters, is
also located in Songzhuang.In the villages
of Songzhuang with Xiaobao Village as the
center, there are thousands of freelancers
engaged in literature, painting, sculpture and
music creation, which constitutes the artistic
and cultural foundation of Songzhuang.

Songzhuang is also nicknamed "Artists'
Village", for it has become a hub of original
art for artists, gallerists, critics, dealers and art
dealers, etc. An art market system integrating
art creation, display, trading and services has
also been put into place here. China Art Industry
Expo and Songzhuang Art Festival are held
in Songzhuang on a regular basis, which have
become important platforms and networking
for artists, art lovers and art markets.During
these exhibitions, one can feel strong artistic
atmosphere everywhere in Songzhuang.

Not long ago, the central government of
China approved the detailed plan for the sub-
center of Beijing, in which Songzhuangwas
identified as one of the key cultural and
artistic towns to be developed. The Beijing
municipal government has moved to its new
office location in Tongzhou District, which
is only ten minutes’ drive from Songzhuang.
This will no doubt bring a rare opportunity
for the future development of Songzhuang. As
a result, Songzhuangis expected to become a
cultural and art town boasting global influence
in the near future.

look forward to the glorious future of

Songzhuang, China! [gd
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BC Tourism Overview
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‘ x J hen approaching Vancouver International Airport, a Chinese

jetsetter gazes out the airplane window at the vast, blue-hued
North Vancouver mountain range, the sparkling waters of English Bay,
Strait of Georgia and the Pacific Ocean, and the futuristic architecture
of Vancouver’s urban skyline. The province of British Columbia is
rolling out the red carpet for China’s most affluent travellers.

According to Statistics Canada and Destination British Columbia
Research, Planning and Evaluation, around 454,000 Chinese tourists
visited Canada in 2014. In fact, Canada has welcomed more visitors
from China than from any other country last year, surpassing the
United Kingdom for the first time. Approximately 256,300 of
these travellers entered Canada directly through British Columbia.
The Canadian Tourism Commission reported B.C. is the preferred
destination among Chinese pondering a Canadian vacation, slightly
ahead of Ontario.

“British Columbia is one of the top tourism destinations in the
world,” Naomi Yamamoto, minister of state for tourism and small
business for British Columbia said in a news release. “Our tourism
sector is an important economic driver and a key contributor to the
prosperity of B.C. communities.”

Travel and tourism to B.C. has rebounded well since the global
economic downturn of 2008, tourism leaders say. Chinese who travel
for leisure to Canada has tripled since 2009, according to Destination
British Columbia because of China’s economic growth, an expanding
middle class, and lessening travel restrictions from the Mainland. An
agreement between Canada and China in January 2014 has allowed
10-year multiple-entry visas to Chinese citizens to visit Canada for
business, tourism or family purposes.

“This is welcome news given the challenging years our industry

has faced,” lan Robertson, CEO of the Tourism Industry Association
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of British Columbia, said in a statement. “The revitalization of B.C.'s
destination brand will go a long way in reinforcing British Columbia

as a world-class tourism destination.”

Luxury Adventures

The most popular activities for vacationing Chinese in British
Columbia include sightseeing — which has increased 8 percent from
84 percent in 2009 to 92 percent in 2012 — and shopping, which
remains at 84 percent as of 2012, Destination B.C. statistics indicate.
The average Chinese tourist group spent CAD $2,555 — including
accommodation, transportation, food, beverages, entertainment and
recreation — during a visit to Canada in 2012.

While a majority of leisure travellers from China come to
Canada to see family and friends, many are looking to spend some of
their holidays outdoors. Outings to national or provincial parks have
increased nearly 20 percent from 2009, Destination B.C. statistics
stated. Many Chinese tourists express interest in viewing scenic
beauty during their trip to B.C., as well as exploring nature and
watching wildlife.

Destination British Columbia’s Manager of Market
Development, Asia Monica Leeck told Fortune World magazine fully
independent travel, or FIT, is the largest growing sector for a new
generation of sophisticated and independent Chinese tourists. FITs are

those who are over 35, earn an upper middle-class income, and prefer
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to travel in small groups, or as couples. They eschew mass tourism
and holiday packages, and favor an individualistic approach to travel.

“British Columbia is perfectly situated geographically to attract
luxury travellers from China,” Leeck explained. “B.C. is easily
accessible by air from Asia, and its climate makes [the province] a year-
round destination. The sky is the limit in B.C. for the Chinese visitor.”

Outdoor enthusiasts from China who want a glamorous
alternative to camping can partake in “glamping.” No need to pitch a
tent, unroll a sleeping bag or build a fire for s’mores — happy glampers
can explore the great outdoors without sacrificing luxury in a tent,
yurt or hut at Clayoquot Wilderness Resort, an exclusive eco-safari
located near Tofino on Vancouver Island. Luxury en suite tents with
private showers and flush toilets are available from May-October,
ranging from CAD $6,050-CAD $12,705, depending on the time of
season and length of stay.

Clayoquot Wilderness Resort is accessible by a scenic 45-minute
private seaplane transfer from Vancouver, or a 30-minute boat ride from
Tofino. “[Clayoquot] is luxury in the middle of nowhere,” Leeck said.

Guided adventure activities at Clyoquot Wilderness Resort
include hiking, horseback riding, mountain biking, ocean and fresh
water fishing, river and sea kayaking, rock climbing, surfing, tree
platform climbing, and whale and bear watching, Those who want to
pamper themselves at the Healing Grounds Spa can choose from body
wraps, facials, massages and foot treatments. A Yoga fitness studio is
also on the premises.

Other upscale resorts throughout B.C. focus on intimate
experiences with nature, as the province’s coastal geography and

proximity to the mountains offer dramatic contrasts, Leeck added.

Those with means interested in delving more into Aboriginal culture
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can take a private helicopter tour offered by Klemtu, B.C.-based

Spirit Bear Lodge on a five-day tour across the land of the Kitasoo/
Xaix’ais First Nation people, flying over snow-capped peaks, majestic
waterfalls and glacier-carved landscapes. They should also be on the
lookout for the spirit bear — a rare sub-species of the black bear with
white fur — indigenous to British Columbia’s rainforests. “Sightings of
the spirit bear are rare, so it’s spiritual to see one,” Leeck added.

VIPs can charter helicopters to fly into the heart of glaciers
in the Kootenay region of the B.C. Rocky Mountains. They can
custom design their heli-hike into the Canadian wilderness to fit
their lifestyle with Canadian Mountain Holidays. Those seeking to
make a pilgrimage to B.C.’s renowned vineyards in Kelowna and the
Okanagan Valley can book a helicopter with Sparkling Hill Resort.
Daytrippers can explore several Okanagan wineries, indulge in VIP
wine tastings and relish a gourmet farm-to-table meal al fresco —
either in a picturesque vineyard or in an alpine setting. Prices start at
CAD $2,530 per helicopter, and seats four.

Other vacation activities, such as visiting historic and cultural
attractions, exploring museums and/or art galleries, dining at B.C.’s
West Coast fusion-style restaurants, or gambling at casinos are
becoming increasingly popular among Chinese visitors.

As aficionados of seafood, the Chinese love coming to B.C.
because of its “the bounty of the sea,” Leeck said. Swallow Tail Tours
offers foodies a chance to catch their own Dungeness crab for lunch. A
chef demonstrates how to prepare crab, and how to cook it West Coast
style without boiling. Afterward, gourmands will savor their catch in a

fine-dining setting — either in the sunshine on the beach, or in a supper
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club. A private tour for a minimum of two guests costs CAD $149 per
person, including the meal.

One festival that has captured Chinese tourists’ attention is the
Adams River Sockeye Salmon Run in Kamloops, which occurs every
October. Once a year, several species of salmon make their way
upstream in B.C.’s rivers and streams to produce offspring. In October
2015, salmon enthusiasts can see more than 100,000 sockeye return to
spawn. “The Chinese enjoy this, as they like to view the whole circle
of life — the salmon return to the place of their birth to spawn and

die,” Leeck said.

Business Travel

China is also moving toward global dominance of the business
travel market. A study by the Global Business Travel Association
forecasts business travellers from China will surpass the United States
by 2016 or 2017.

Vancouver International Airport (YVR) President and CEO Craig
Richmond said the airport is the key North American gateway to Asia.
According to the Vancouver Airport Authority’s February 2015 Traffic
Update, traffic to the Asia-Pacific region reached almost three million
passengers in 2014, up 9.8 percent over 2013. Traffic to Mainland China
is up 6.5 percent as of 2014, and aviation experts expect that will rise.

YVR has more than 70 weekly flights, and 48 direct flights to
China— the most of any airport in North America. Airline carriers
Air Canada, Air China, China Eastern Airlines, China Southern
Airlines and Sichuan Airlines fly between YVR and several nonstop
destinations in China — including Beijing, Chengdu, Guangzhou,
Hong Kong SAR, Shanghai and Shenyang. A three-time weekly direct
service between YVR and Kumming Changshui International Airport
— one of China’s most livable cities with a pleasant climate — will start
in June 2015.

Business travellers can fly between Vancouver and Guangzhou
— Mainland China’s third largest city — in luxury on China Southern
Airlines’ Boeing 787 Dreamliner as of February 2014. Four
passengers can experience a first-class journey in comfortable cocoon
seats that can convert into a flat bed. They can enjoy entertainment
throughout the flight on a built-in 17-inch TV screen. The cost of a
round trip first-class ticket is around CAD $13,200.

“...[China Southern’s] service connects British Columbia’s
people, products and businesses with important trade and travel
opportunities in China’s most populous province, Guangdong,” YVR
CEO Richmond said in a news release.

Whether a Chinese frequent flyer is further exploring what B.C.
has to offer, or heading back home to China, Vancouver International
Airport passengers — regardless of airline or fare class — can enjoy a

five-star experience at four lounges throughout YVR before takeoff.
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A single visit to the Plaza Premium Lounge, which opened
in YVR’s domestic departures near Gate B15 in March 2015,
starts at CAD $40 per person for two hours. This fee includes use
of its comfortable lounge facilities stocked with news magazines
and international newspapers, a business centre with computer
workstations, a place to charge up electronic devices, large-screen
televisions, and high-speed complimentary Wi-Fi. Three private
luxury shower rooms are available with full amenities.

The dining area offers an array of healthy food and beverages,
including hot breakfast, soups and salads, juice, espresso, lattes,
coffees and teas, and Canada’s most famous dish — poutine with confit
meat. Guests will find a bar stocked with beer, wine and cocktails
open after 11 a.m. For a separate cost, guests can unwind or take a nap
in a semi-private resting area outfitted with comfortable recliners.

“Vancouver is a very important market for us, and this new
lounge is the next step in our plan to grow the Plaza Premium lounge
brand throughout North America,” Song Hoi-see, Plaza Premium
Lounge Management Ltd. founder and CEO, said in a news release.
“For 10 years travellers through YVR have embraced the comfort and
convenience of having a lounge option.”

A globetrotter in YVR can also enjoy this VIP experience in a
lounge designed by Hong Kong interior designer Kinney Chan of
Kinney Chan and Associates (KCA). The luxurious lounge, located in
International Departures in Pier D, can accommodate up to 180 guests.

Lounge guests can dine on international cuisine, such as Hong
Kong-style fish ball noodle soup. A VIP room is available to rent for
business meetings. Access to the VIP room, which requires at least six

guests, costs CAD $50 per person for two hours.
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The hospitality industry in British Columbia is also eager to
cater to the elite Chinese business traveller. Hilton Hotels and Resorts
started a Huanying (the Chinese word for “welcome”) experience
for Chinese guests worldwide. More than 30 Hilton properties in
13 countries have participated in the program since its inception in
August 2011, including the Hilton Vancouver Airport and the Hilton
Vancouver Metrotown.

When a Chinese guest arrives at a Hilton property, the staff
greets him or her with a welcome note in simplified Chinese.
They can request a Mandarin-speaking Hilton team member for
interpretation services.

In their posh hotel room, Hilton guests will find in-room slippers
to wear, a tea kettle to boil Jasmine tea, and they can tune into several
Mandarin-language TV channels. Guests have the option to start their
day with a traditional Chinese breakfast of dim sum, fried dough
fritters, or crullers, hard-boiled eggs, green tea and soy milk.

Chinese guests are big fans of the Starwood hotel brand, which
includes high-end accommodations like Aloft, Four Points, Le
Meridien, the Sheraton, the St. Regis, W Hotels and the Westin. The
Starwood Personalized Travel program also makes its guests feel at
home with a welcome packet in Mandarin of sightseeing and shopping
recommendations and room service menus, as well as a translation
service onsite. In the morning, comfort foods such as fried rice, fried
noodles and congee are available.

“B.C. strives to be destination for all travellers,” Leeck
concluded. “Whether you want to have breakfast with the belugas
[at the Vancouver Aquarium] or dinner at one of Richmond’s
many popular Chinese restaurants, it’s all here. You are limited

by your imagination.” |g
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Local philanthropists raise $3 million to
transform surgical care and reduce wait times 1n
Vancouver hospitals
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ancouver, BC — Local philanthropists from the Chinese-
VCanadian community in Vancouver joined together on Saturday,
February 1, to raise $3 million towards transforming surgical care at
Vancouver General Hospital and UBC Hospital.

More than 300 philanthropists, and health care and community
leaders attended the 2020 Lion Way Properties Time to Shine gala
on Saturday for an evening of splendour, celebration and fundraising
in support of VGH & UBC Hospital Foundation’s Future of Surgery
campaign. By the end of the night, the fundraising total of $3 million
broke past the $60 million goal of the campaign.

“The Future of Surgery campaign has garnered tremendous
support from thousands of donors across the province,” says Angela
Chapman, President & CEO of VGH & UBC Hospital Foundation.
“I would like to especially thank the Chinese-Canadian community
of Metro Vancouver for their generosity to this campaign, including
William Lin and An-Nien Lu, whose $1 million gift at the 2020
Lion Way Properties Time to Shine gala was instrumental in closing

this campaign.”
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“The surgeons at VGH do incredible work, but in order to best
treat patients, they need the best surgical environment,” says William
Lin, VGH & UBC Hospital Foundation Board Member. “Philanthropy
can have an incredible impact on the health care of our families,
friends and community. Donor funding is already saving lives, and
the impact will only grow with further support.”

The Future of Surgery campaign launched in 2016 with the
goal of reducing wait times for surgical procedures, equipping
the hospitals with groundbreaking technology, enhancing surgical
spaces, and optimizing recovery for faster and improved patient
outcomes. Because of the generosity and support from thousands
of donors from across BC, the Phil & Jennie Gaglardi Surgical

Centre at VGH is on track to open in early 2021. Renovated
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surgical spaces are already open at UBC Hospital (full details at

vghfoundation.ca/surgery).

“As a committed, long-term member of the community, we at
Lion Way Properties are dedicated to bettering the lives of people in
BC,” said Willie Li, founder and CEO of Lion Way Properties Ltd.
and title sponsor of the Gala. “We are honoured to partner with VGH
& UBC Hospital Foundation to help reach the fundraising goal for
the Future of Surgery campaign.”

VGH and UBC Hospital are centres of surgical excellence
caring for 60% of all adult trauma cases in BC. With 50% of surgical
patients from outside Vancouver, over 30,000 surgeries are completed
each year — saving and improving the lives of our loved ones.

To ensure our medical teams have the best environments to
undertake their life-saving work, a $145 million transformation of the
surgical facilities at VGH and UBC Hospital is under way. And while
Vancouver Coastal Health and the provincial government are funding
the majority of the costs, the Future of Surgery campaign has raised
$60 million.

Donations have already been put to use — saving the lives of

patients every day. |d

About VGH & UBC

Hospital Foundation VGH & UBC Hospital Foundation is
Vancouver Coastal Health‘s primary philanthropic partner, raising
funds for specialized adult health services and research for all
British Columbians. We partner with donors to drive innovation and
sustainable health care at VGH, UBC Hospital, GF Strong Rehab
Centre, Vancouver Coastal Health Research Institute, and Vancouver

Community Health Services.
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In today’s ever-changing business world, you expect
services that adapt to your business needs.

We see exciting opportunities for businesses like yours and want to help you benefit
from them. In fact, Rogers has products and services tailored to suit the needs of
your business. These solutions are simple to adopt and navigate; they

save you time and money, and give you more time to grow your business.
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Office 365
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Business Wireless Rogers Unison

Get a business-grade wireless solution Answer customer calls from anywhere on

that keeps your team connected, no or share documents in the cloud, and the device of your choice.

matter where business takes them. collaborate with your team.
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Data Centre & Cloud

Rogers offers colocation, virtual private

Business Internet

Get a business-grade internet solution that

cloud, private cloud and backup services. keeps your team and customers connected.

Contact your Rogers Account Representative today:
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