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China does not foresee sy fheest of a lavge sailitaey irvsdion Ming Thong o itk
of it territories in the nesr fabwe. Mor iz it prepaving to &qu“‘;ﬁ:
engage in any major roilitaey conflict oversese. Wet Ching iz sthorid tha bocle
concerned with non-cororentional security threas. Conse- :‘m&;}f
cuently, ithas oved towards building corrprehensive nation- T ridic wened 3y

al strength cetitered on andence and teclmnl-:-g.r. Wit iz the pekar
tiatare of the sourity environraent I:-e-rce-ived 1::-1|.r China? Iz

China shrony enough to defend againgt these percedved non-

traditicnal security thrests?

“While Chita hae tnade a sound choice tobaze natiotal zecn-
rity and developenentupon science and technology, the dewvel-
optnent of thatve-r].r poietioe and te-::lmnlcng.r has I:u:-ae-u:l fortni-
dlalle cha]lenges that Ghina he found hard to oeet. Beootn-
ing a srong science ad fechnologr state hae been China's
drearn for atlesst o contury. While the soversenent hae stafed
thiz poal esplicitly, critics of such a polior have not retnained
gilent and mcceez in acl'nie-vjng such a state will not e gonta-
tieoe bt will clepencl oty 2 pealistic slratesy. Cihina's sesrch for
fuewr grcariby bondaries iz n:-nl:.rjmthegnﬂing.

MNew SeCurity Threats., While traditional geopoliticsl
chjectives, such sz reunification with Tawan, continue to be
key cormponent: of China's national interest, other non-
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cotventional, non-mili factorsz
hare alzo tn:upped Beijings zecurity
age-nda = it enters the new century.
Increasitigl}.r E}FCIEE'IIJ. to the omutzide
world and strn:-ngl:.r driven 1::-1|.r fiewr
econotnies gach a2 informmation tech-
aology, China seneer the mandate to
redefine itz co noept of zecurity.

Matural Resourte SeCurity.
“Pesource security iz of utenost sipedfi-
catce to Chinae,” werne one official ana-
brat.! In 1993, Qhina becatne a net
petroleurn ireporter and bought 9.2
tnillion tone of crade oil frotm overseas.
In 201e and 2020, it will import 260
million and 220 million tone of oil,
respectively. Bomme 30 to 40 percent of
Chinese dosnestic petroleusn dernand
will have to be et by itrport. Petrole-
wn storage hae alzo becorme an imue.
Gosapared to the U8 stoclpile of nine-
tr daye worth of petrolenra and Jgpan's
sivby-day supply, Ghine_fs petrolenim
shock can let ondy 2 week ®

Chita's total water rezource volurne
iz 2,800 billion cubic meters, ranking
fourth in the world. Itz water rezource
per capits, however, iz only 2,300
cubic raeters, shout 26 percent of the
world average. Water sources, plentiful
in the south and zcare in the north, are
spreaxl unevenly in China. A Chinese
analyst pointz out that 300 Chinese
citiez were short of weter in I1996—I20
seriously so. Partially a2 a result of
drought, 60 fdllion rural citizens are
living under the poverty line; many
ezcape poverty only by migration.
Mationwide, water shortage hae led to
production  suspersion and losses
arnounting to raillions of dollars anena-
altr. Becawe of the water shortage,
fricion among local adminiztrations,
regionz, ethnic groups, and the

tuatio nal engnent ocours, jecp
u:!ising tiational I:n:n]itical st-an]::ni].idll.r.E
When natural resomurce security iz
defired by quantity, diversity, aad aeil-
shility, China faces problesns froem both
withinn and witheoat, Chings econorndc
growth iz virtually irgoseible o mstain
abzent mafficient rezonarce suﬁ:n]ies.

ar-

Finantial SeCurity. Oune Chines
anal:.rst identifies the fn:-]ln:-wing 1:79}r itdi-
cabors in deteraining a counkey’s fnan-
cial influence: the acceptance of the
country’s  currency worldwide; it
arnount of foreion exchange reserves;
the scale of itz dormestic financial soae-
ketz; itz international financial centers
and degree of fnancial influence; and
the size of the financial industey a2 aper-
cetitare of GDP. Chinais not fitaneial-
1:.r st'c-ngh].r theze criteria zare in fored
exchange resrves, holding $I_55 hillios
in 1999, zecond in the world.®

Indeed, financial risk hae becotne a
realizue in Ghina Ilepal finsrcial con-
chuct, bad debt, and the intepration of
China's domestic marlet within the
itvternational firacial arstesr hare a1l
forced Chitia to the brink of & fnancial
criziz. Chinawee laegely unaffected by the
1997—05 Asan financial criziz becaaze it
ez a clozed financial entify. et Shita'z
fitiatizial health waz even woree than that
of it Aaian ne-igh]::nnrs. ant corrp-
How at every larel froen hadersl'uir:- o
local officialz haz left millione of Chitese

st foreign currencies unacount-

ed for. Arrest and ezecution of high Tenr-
el officials and the shutdowns of major
fitatcial institations hore aobred litte.
The ayztern gl waits to be raneforimed.

Externally, Chinge fnancisl security
iz along-tersn concern. China needs 4o
rea;:i‘:.r itzelf 1o cotrpete with it ﬁ:ureign
counterpartz in order to reduce the




iregract of internations] finsncid tur-
rmoil. China #Hll doez not understand
todern financial smarket operations,
financisl products, and saasgesment.

Information SeCurity. Since the
late 10002, information security hae
bhecotme the tiatiotal sourity izoue in
Chita CShitess Plﬁsidentjimg Letrin
called o the whole nation to wew the
arriral of the era of the “lmnwlecge BCOH -
oy’ both e o challenge ad =
opportunity. In June 2000, prominent
figurez in the Gerneral Eguiprent

arttment of the Pe-cuple’s Liberation
dreoy (PLAY and the Hinhua HMews
Agency publiched an edited wolusne,
feerkenr Mouxd Rida i Wy & the Sformation
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In partiendar, China needs 4o defend
it=lf againt “infortastion colotdaliztn.
With the nheren developtnent of infor-
mation technology (IT) in the world,
gotne counteies hare emerge-:l az the
dosninantplarers in the ket Accord-
ing to current Chinese thinddny, b
mnﬂnpn]iaing infortnation resources
and industries, the advanced IT coun-
tries are atfernpting to penetrate, con-
trol, and duteg products in those coun-
tries that are relatively backwsrd. Infor-
toation colordadizen can achieve the zarme
ohjectives that political, econotni, and
:mhtar}.racunm muldﬂthepaet

Despite the raT:nin:l E_Tn:-wthn:-fInternet
ugers, China does not have an indige-
aowe [T industey. It computer capac-

Chi"a iS I‘IDt in a strong Pc::-ﬂitic::n to defend

its information Eeu:urity.

a!gs]'. Thiz book eldwrater on the pover-
ful shock atd etortmons ireqaact the
inforsnation and electronic in-:lush':.r has
had cw world politics, econouice, soci-
ely, and national scurity. The book iz 2
teztarnent bo China'z paramount concern
shout inforrastion scurity.’

It the traditional Chitese tiational
souriy paradigrm, lnd, 23, and air were
the "territories” to be defended. Mowr, the
Itternet hewe beoorne a fourth territ-:-r:.r.”
In the Internet ers, China's econotnic,
political, andeutbarsl aoveredonty, and sodl-
itary scurity u:ler:ne-n-:l 13::'3:91:{ upon the
effectire adyninistration of thiz fourth ter-
ritory. h-ia.twging inforsestion iz areh tnobe
critical than sty flomrz of I:-eh‘-:-lexun
regources and iz of the sane sleateqd
ireguortapce a2 air, sea, snd land deferee.
Hatiotial gecurity is mmrrplete _withm:t
overeionty in the fomrth territory.’

ity iz only 8.6 percent of that of the
United Statez. Moreover, 70 percent
of China'e IT corrpanies were fa.cmg
I::na.t'Lk:t'uI:-tml.r at had o trerge with oth-
er cofmpanies n 000 P China iz not
in a shrong position to defend ite
information security.

The Searth for New Security
Boundaries. How doe: Chins
re-sI:-Dn-:l to thes new security threate?
The Chinese rranents anewer iz to
baild cosegrehensire national strength
with a pri foouz on infortnation
techhologr. The Chinese ﬁ.ca-:le:rc:.r of
Sciences (CAR), the top nationalscience
and security body, hae put forward raea-
aures to incresse China's shrength in
information infrastractare, life zci-
ences, genetic engineering, and other
areaz of zeietie and techn-:-ln:-g.r. A%
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does nothelieve thathigh technologr can
be impn:-rted ot trateferred to Chita—
eapecia]l:.r the latest l'dgh t.e-clmnln:-g.r.
Cihina wizhes 4o cle.reln:-I:n itz o zelf-a112-
tadning high teclmnln:-g.r gector. [tz gn:-al iz
to be one of the ten acience and
techuologr states by the year 2010

The hest prezentation of Chita'z
LW strateg.r for MCDrFDraﬁng acietice
atd te-:lm-:-l-:-g.r into it new irnage of
tiatiotial security iz trade 1::-1|.r Renior
Golonel Huang Shmofeny of the PLA
Military Acaderey of Sciences. Azenior
eeientizt, Huang identifies the follow-
ing severn eletnents of national stren
it hiz book Zpughe Geeoly Xwin | Mew Theo -
o wmkm Nsﬂ:’mee’ﬂmxgﬁ}:

- el st —political systern, govern-
tent gquality, decizion making and
mansgernent, national cohesion, and
political environement;

=B pet dreagth—econoeade powe s, econcre-
i aprtete, proes naﬁmalpr-:i:lmt{':bﬂ:'}, and
foreign econorade ade e ldtione;

= mes sl tecipe oy fﬁﬂmy&—ﬁmmml
guantity and ouality, 3&T irvestrrent,
8 &L eopaiprvent, and S&T sypstern;

- Mol difimare sreagrti—cpaantity seocl cpaslity
of deferse forces, wesponyy, deferse 2ci-
ence and techoologr, deferse incharty,
defense concept, military thecry, ilitary
organization, and military training;

= ! aad edioginsl tity s
euality of teachers, soope and sacture of
education, kel of nationalonlbre and edu-
cation, sl i of raditional cultme;

= Diplmaeritc dregth—foreion policy, foreim
activities, internation sl stance and attitade,
atd intern stionsl confrtbhution; and

= Rame —nabaral resources, hoatnan
resourcez, and inforrmaton resonrces #

ﬁmnrdjng o Hu.mg, if the TTnited
itates’s cu::mprelfemi'.re fatiotal stmngh iz
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Lo, [goan'eie 708, Gerpnany’266.9, Fus-
fa’z BR. 2 China'z 4. F, sl Inclia’z 201,

Huang triadee seven  Pecotntnetida-
Hows to itcrese Ching 2 cormareheneirs
nationsl strength. First, he sugpeests
ertablizhing a national stratesy of devel-
optnent and “peneral design hesdgnar-
terz" to coondinate the I:u:-]iq.r utidertak-
ing. decond, he recotnmends zetting
high itforration -:,aT:-a]::nﬂit:.r oA gc-al 1::-1|.r
200 and sonventrating on e n:le-ve-l-:r:-—
tnent of electronic inforrnation tech-
aologr. Third, Huang advocate: estab-
lizhing azirategy to build asfrong China
through zcience and technology . Fourth,
he emphaeiaes increseing China'z crerall
prientfic and teclm-:uln:-gical itvren Hos
cqpability. Fifth, Huang farore anation-
al strategr to develop aknowledye-bazed
econory. Sixth, he mggestz tmilding a
slrong ar thru:nugh goietize and tech-
m:-ln:-g.r. Acm:-rdj.ﬂg o Huaﬂg_, l:ll.r 20T
Cihina zhould possess the WespOne are-
ternn atvd rodli techuology thet will
ensble it to win a high-techaology
regional wer. Finally, he would establizh
a detnockatic soientific u:le-cisin:-n-ma]cing
process in order to reach the gc-al of 212-
taitiakle -:!.wel-:T:-ment

Clearlr, China eorizions soience and
techaology, particularly IT, a2 the key to
itz cormorehenzive national strength.
Cihitia wraz t-:t.a]l].r left behind when the
Weat and other parts of the world
entered the era of industrial revolution
in the eighteenth and sineteenth cen-
turies. Many cbeervers point to thiz dis-
cotect az the reason wh:.r the conuntry
puffered humilistion and itorasion 1::-1|.r
sleongpowers fro s 1844 to 1045, They
rradtikais that if China loses in the
Inforsmation Age, the cost will e even
greater than before. *

The IT revolution has I:narﬁn::ularl:.r
affected Chinese mi]itar:.r affairs. Funda-




mentally, it waz not werfire but the
inforrnation BCORDLEY that drore the
Chinese rnﬂltar].r re-sraluation. Chines
Pre-si-:le-nt]iang Zewnit noted that dewrel-
Sy the informaton Oy atud
innoratiee thinking wonld be critical to
China'z developraent in the 2Tzt centa-
ry. He strezsad that infortnastion iz a ke].r
rnjlita.t':.r factor it fomce hujln:!ing and
werfare, Ac-:::-r-:!it'tg to Chitess tmht-ar:.r
thinkerz, high-tech wesporey iz the most
irgrortant product of the inforeation
econoty, and fature warfare will esen-
Hally be a test of Gl'dn{s expertize in
infortnation teclm-:nlng.r.*:

Thue, China iz detertnined to foous
on science and techaology, egecially
IT, it order to constract and defend
new national security boundaries.
Thcnugh IT iz ot the Dnl:.r gecurify con-
cern, it iz an integral part of all new
securify issues. Therefore, it iz the cor-
tierstone of China's c-:imI:-rehensi'.re

tiational sh’engﬂh atud security I:-la.tls.

The Challenge of 5Ciente &
Technology. China might be on the
right rack in 3991:1'113 m:-mI:nrehensi'.re
tiatonal strength. et Shina haz not
been petting whatitneeds—cience and
techuology. The level of science and
teclm::-ln:-g.r it China iz twe nby o thu't:.r
tre A behind the world standard. Shi-
na's agricultural technnl-:ng.r haz fot et
reached the T3 lewel of the I9602;
the auto industy iz barely af the T3,
level of the 196< s seel enterprize s are
at L& level: during the 1960-7os;
rail transport teclm-:-l-:ng.r iz at the
Eurcpean, Awmerican, and [apanese
level: before the 196Cs; and snanage-
tne nt iz more than twendy years behind
the advanced countries

The private marketf:nlace ha harel:.r
E:nlavi.red arole in China’ sience and tech-
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anlogy dare emt, ¥ Oty & .05 perent
of Shita's GHP wesz asent on Fezearch
and Developrment (R&D) in 1000; that
pereentae dropped to ©.64 percent in
1907, LDewveloped countries spent raore
than 2 percent of GHP for RED. Meady
7 percent of China'’s B&D wee financed
ks the eoverniment, wheres the zameper-
centae was fundedh}rﬂupri'.raie zector in
the Tlnited Stabes atd Ge-rman}r.

How far iz China from cab:hing g
to developed countries’ knowledge
econornies ¥ According to Chinese eati-
rnater, Ching's developrent iz forty
i behind the Tnited Statez. Shi-
feze experty argue that if the current
1.8 n:le-ve-l-:utzume nt index (hazed on
koowledye production, investment,
shorage, and flows iz 100, China iz at
Dnl:.r 26 Percentu:-fthe‘-'l‘-.merican Iewal.

ﬁ.lth-:-ugh riew iz = the drivmg
force Tehird the E'n:-wt.h of cmuI:nrehen—
sive national srength, the developraent
of IT haz been plagned by various prok-
letre it China Theee inclade litoited
itvrestinent aoarcez Lalimost G Percent-:nf
all flmdmg cotres frorn the govern-
trent); irrationsl distribution of the
funds Caltnozt 6o percent of all fu.ﬂding
iz earroarked for goverswnent RE&ED insti-
tatinne); Lo prodactieity of the techenl-
ogy industry; lowrate of conversion and
app]i-::aﬁ-:nn of zoientific ad techtml-:ugi-
cal rezearch; incompetent resesrch per-
zornel; lowlevel of techinologies] ireguort
and itorentive -:af:-akd.]ii_ml._r; and low oaality
of national education

China ireports high technology, but
it haz had two probletns in u:ln:uing 20,
First, smost of it budget iz gent on
e trent, while -:-ﬂ.hr 24 percent yoes
towerds techunology. With key techaolo-
gy retnaining in the hands of foreign
corrpardes, China'z high tech enter-
prizes cannot operate independenﬂ:.r.“

Wi mirg: oo [101]
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second, = chzerved by a TTE. pe-
cializt, even if China acouires advanced
technology frosa overses, China's civil-
ian infratractare iz imaT:aHe of effi-
ciently sheorbing or converting it for
Chiveze wze. China rernaite weak in
buman capital, technological dizei-
lihe, itcentivez, and institutions
needed for technological progress
A1 theze ch.a]lenges hozore I:u:-se--:l geri-
ome uestion: shout China's stratesy
for coregprehesnsive nationsl strength,
More accurately, there are fundarmen-
tal ohetructons at the ope rational ler-
el af :i.mplementing thiz new national
shrate gy that Chinese exqperts and
amthorities have noticed bt tazy never
tackle. Firet iz the centralized zcience
and t:e-clm::-lng.r develupment frzterm.
TWhile China perceives zcience and
technology a2 the key to astrong state,
the central governnent hae notunder-
taken commprehensive IT developraent
on & national scale. Rather, the gov-
erfitnenit haz confined B &D to itz affil-
iated inetitutione. One reazon for such
at at:nprnau:h iz the central BrH—
toe ait’z lack of frust in local actors and
the private zector. Another reason is
that China haz had a few confidence-
I::nuﬂding succeszes in concentrating
rezources on “natonal projects,” sach
a2 rodeziles, zatellites, and nuclear
wezpons. On the whole, a centralized
seience and technology sretesn will not
provide China with a fruly cormpre-
henzive national sirength, but rather
E:uart.ial and lirnited achicvernents. The
toarket smnst I:-la:.r A dotnitant pole .
Second, despite ite crtensible enthosd-
aorn, Uhing hee not consistently irveeted
in  eclence, technology, education,
research, and development—elements
that constitnte a beic infraseuactuse for
the energy, wareporttion, inforemation,

[1o3] Grompstonm Joumnad of Intbonat ional A8

finance, ad erorivotunental sectors. Thiz
iz alne].rreamn wl't:.r Cihitia cotitinoes to fall
behind other -:le-veloped conhries. s s
bvproduct, “beain deadn® iz perhape
ineditdle when Ching opens it door o
the raore developed world, and the situa-
Hott will worsen if Beijﬁg I:-rm'in:!_es u:nnl:.r
hf:n mrvice to aience and teclm-:nl-:-g.r.
Iheentres for both institotionsl and
itvchiwvicliaal u:lwelapment ozt he inI:-la-::e-.

Third, nationd pride and honor
rather than practical neceszities often
tale I:nrece-dence. “What does “amnng the
top ten zcience and teclmnl-:ng.r gtatez in
the world” reallr fnean for China? Shi-
fiaiz fondof rernhdmgthe world of the
eaaty things it developed “firet,” and
vet, for the paet hundreed years, it hae
contributed little to zoientific and tech-
m:-l-:-gical deve-lnznf:nment The Chineze
government iz atill a]l-:-wiﬂg golf-z0t
n:-bjecﬁves to trusep sustaitdale E_Tn:-wth
and effectivencez. In the end, China
prides itzelf on past aience and tech-
nology breakthroughs, leaving the cur-
renit zoience and teclmu:-l-:ng.r eap with
other countries u.tml’mge-:l.

Rethinking China’s National
Capabilities and Goals. Chins's
goietice and techmlng.r—cent.ered shrat-
ey for c-:mpre-he-nsive fiational
ghres iz I:u:-ise-:l o be the gene-ral
Eﬂni-:le]ine for Chinese national zecurity
over the et few decades,

At the zatne titne, critice of thiz srat-
ey hare trade their voicee heard in Chi-
fix In an artcle entitled “E‘.eflmmg to
Catch Up,” Mao “uehd laye ont slberna-
ve slratepies. He- pointz out that a1l
provincial and whban developinent plase
in Qhinafocue on new high-tech indus-
triez. hdao callz this “iman:::eptahle and
snizleading ” Father, human and natur-
al megonureer showdd be ivorested it con-




arner goods dermanded on China's
rarket. "It iz utwealiztic,” MMao “uzhi
writez, ™o i ine that our countey can
ST A others it all felde * In order 1o
reach the cons tionn level of other
developed  countries, China should
depend on traditiona] industey rather
thar new high techrnology, he argues.
Hiz bhothotn lite iz that rather than fore-
ing the tlweln:-t:nment of 2 l*dgh—tech
econoty atthe expense of other sectors,
the governsnent dhowld dllow the rarket
to allocate resources and creste abal-
atwced econornic srachie

bMao Furhi®s wrowocstive  artcle
shart:nl:.r cotvteasts the official state seatesy
for national -:le-velapment It criticizes
the leadership’s snentality a2 acwee of old
Chines “cateh—up farer ™

In toili affairz, Chao Liang and
Wany Xianghui, two senior Chinese
colonelz, produced a widely corarnent-
ed-upon hook, Che Mo Jhe {Tﬁfﬁm
%}WFEME?}. With regard to sclence and
technologr, the book argues that dewvel-
oping cutﬁng—edge WO could cauze
ecotL ot -:n:-]lapse. It warniz that China
ghonld #ot spe-n-:l itzelf itto hanlcmptc}r
o fight battlefield were with high—tech
wespone, [netead, according to the
amthors, CGhina condd fight with whater-
er meanz it haz, both military and non-
srilitary. It could, for exarmple, engage
in “as}rnuuet'ical warfare™ to strile
againstwﬂnerahle IT targets guch az data
networks, ChHao and Whae argue thet
China zhowld not follow the Western
E:nath ity either develupmg WeapOnyy or
respecting the rules of war ¥

Oy positive sepect n:-farapidl:.r chang—
ity China iz that the rrenent iz not
Brving to dlence every different opindon
o national developraent, eepecially thoee
concerning econotnic and gecurity leral-
optment. Conzequently, thiz vigorous
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debate iz open even to the outzide workl.
I: Chita a sirong pover in the world?
Howr fazt can Shina u:ie-velap? I: Chins's
gecrity errdrornent s.aﬁsfactc-r:.r‘? Iz the
Tnited States ccttainisy China? All of
theze izeaee hare been deboated it China o
both the public and official levels. # Chi-
fia'z gearch for new se-:urit:.rh-:nu.ﬂdaries o
fulfill the dresn of a slrong sience and
tecl’mnlug.r state iz jmtheg‘jﬂrdng. Cihina
ghll doez ot zeetn to hare a clesr anewer.

Does the Unitedd Btatez have an atiower,
or & leset the knowedee of what iz reslly
going onin Ghina? Manythinkzo, butan
accurate Lm-:lerstanding of CGhineze
tiatioal gecrity iz a reore -:::-mp]i-:ate-:l
tazl: than tmost acl:m:-wle-:lg.

Chrer the ot ten years, there hawe
been tmany titles on Weatern bes-zeller
ligtz dealing with China, addressing
su]:::jecix frotn Chineze rnili threats
to the collgpee of (and rize of a new
Cihina. These worle contain great
brpotheses and predicton: indeed.
Forward thinking iz valushble, bt a seri-
(a}FF: reau:!ing af the hazic eletnent: of
Chitieze national security t-:-:lac:.r and hoowr
each eletnent will evobee totnorrow iz
mdiapensahle. TWhile Advericaz hooe
reached smany conclusions deout Chi-
neze nationsd security todsy and in the
futare, the Chines are sHll debating.

Without o full underst-andmg aof the
situation in China, it iz irresponeible
to corme up with I:u:-liqr recotntnetida-
tioge, What thiz research suppests ie
that China iz redefining it security
boundariez, which are not merely
defined in traditional DFDli‘tical
tersns. The bestpnssihle defenze peE-
cedred Cihina iz -:-:umi:-re-he-nsive
nationsl srength, It would be presa-
ture to deterrnine whether or when
Chita will becotne a sirong science
and te-clm::lng.r gtate. Tt would ke a
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shrateyic mmirtake for the United Htates
to unilatera]l:.r zet the shage for infor-
ration warfare, which tnay never
occr between itand China, A China
gearches for ite new security bonand -
ariez, it schares with other countriez itz

incressing national security vulnera-
|=:|i]itl.r. The rea]it:.r iz that the huil-:ling
of Chitese cu:umr:nrehensive fiational
stmﬂgth will ]ikel:.r regult it further
security interiePendence a2 tnuch az
in fature security conflicts,
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Bad C tions? Foreidn
Ownership of U.S. Telecoms

Alan Pearce

TWhat is WEORLE with Deuteche Telekorn (DT, France Telecosn Al Pearces
(FT), Mippon Telephone and Telegraph (NTT), and 2 hoet of i

other major international telecornraunications md wireles I, , w Yarkinghom,
o . DG bt d ingurch,
corapanies? The answer iz that none of thern hae becorne ful- camcndbing gz, Ea

privatized like, for exsseple, BT {ﬁ:-rmerl:.r Britizh Telecom) yux oy iﬁ}&ia.
and Clable & Wireless (23 W), In other words, DT, FT, and mim::rhm

HT'T, aloay with sasey other state telephone corguandes, axe Coavavdsalen.; Chird

il partislly and even rasjority owned oy their governsuents. Heond of Ripringnta-
iz thiz irrportant? It iz dgnificant becaaze legizlation ﬁrﬁ‘m“;*

that wez on the verge of becorning lawin the 106th U135, Con- arA Chiset Bt

gress would have had the effect of sverely lisniting the business M%ﬁ;:ﬁfﬁ:&
ﬂe:-n']::nﬂlt:.r atul corrgetiivensss of govern et e ORI od Tati ceavavomicai o

ez like DT and HT'T. Indeed, the legisldion’s intent wes to Lﬁ'égfm
tnake zure that the Federal Cotnrnunications Clotaanizeion
(FOC) refused to permit either OO AL frotn soquiring
T35 —omed telecofrtmanicatio fe-infornation-entertain-
ment (TIE) coreganies that it licenses. Thiz iz becanse both
DT axd NTT, = well a2 srany other telecotnraun ications cos-
patdes in Europe, Ada and Latin Aserics, are more than 25
percent sovernsnen t-owned.

Gotvergence, conzolidation, corepetition, and glohbaliza-
ot ame the najor characteristics of the hurgnnhg TIE
mdustqr. et fn:-reigﬂ— o cotapanies that are tot fqu:.r pri-
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vatized now fear that their hwsitess
slrategies conld be ﬁ'mt'atedb}rpnwrful
1T 5. politiciane. tale aerin:-usl:.r the
threst that legjslaﬁn:-n which wee altnost
enacted in the 1oGth Gnngea@ will e
reintroduced in the 107th,

Ao objectire analyeiz of the issues
detnotistrates that TIE cofrpanies cur-
re-ntl].r controlled 1::-1|.r ﬁ:nreigﬂ o
toete da notpoze 2 theeat to the gln:ﬂ::-al
TIE tnarket or to Arverican firme in
that rarket.

The Bill. Directed alely & “foreign
ttment”™ -:nmrahif:n of T 5. telecotn -
raanicationz-inforsmation cofooanies,
The Fn:-reigﬂ Corerttnent Inorestimen toct
of 2000 wae desi l:ltn:upr@.rent_ so-called
“inforrnation spe iraperi disen ™ The pri-
ool of the kill, introduced tar Sen-
ator Ernest Fritz” Hollings, wes o pre-
vent the PO feoen h*a.twferr:i.t'Lg wineles
licetiaez to corguat ies owned 2R percent
or rmore br s foreien goversment. In
order to put the propoeed legizlation ona
“fast track,” Henator Hollings added 2
ridkr to a }rear-enn:i sPending bill that
itcluded & ban on fn:-reig'L gorerrnes t
Dwerahip of TILE —owmed telecotn cotn-
panies. Ao identicd sendioent o the
sppropristion: bill for the Cofnrnerc,
State, and Justice artroents had
a]reaci:.r beoen strif:uf:ned. Altlu:-ugl the “rid-
err” wers otmitted frotm the appropria-
tionz hille I:-asse-:l before Gn:-ngre-ss
recezaed, the meseace was olear: There i
wide aupport on Capitol Hill for legiala-
tion, that prevents fu:-reign governinetits
fro buying into Armerican cormpanies,
ey thnugh the fn:-reigﬂ gorernenents in
ciueeti.n:-n are atte:ruf:-ﬁng to I:-ri'.ratise- az
epuickdy a2 the copitad roorkeds periait.
denator Hollinge said that he wee
gla-:l he “adbraticed an ireportant dizcnz-
gion abomnt privatization worldwide .

He added that he would “continue to
Dppnse” tratizactionz suach = the Woic-
edtrearn- DT deal

The purpoes of the carrent I:u:-]itical
hullsbaloo iz to0 derail Deuteche
Telekowa's proposed F41 hillion pax-
chaee of Woie Strearn Wireles: Corp. of
Bellerue, %ashington, one of the
fiation’s lea-:ling ywirelers teleconrmuti-
cations corpanies. And becanze con-
E.ressinﬂal opposition iz hiI:-arﬁaan and
broadly based, there e allegations that
the politiciane are suffering frorm xeno-
phobia and jingoism, sccurations that
thE-I.r strenu-:usl:.r u:le-ﬂ:.r.

The Hn:-]liﬁgs bill had broad bif:narti—
gaty sapmoort in both the Benate and the
Housze. Indeed, Benate Majority Leader
TrentLott, who iz opposed to the “rid-
erz,” initially supported Hollings and
ever, co-sponzored azismilar bill. Thes,
in an spparent change of heart, he went
al-:-ng with forsmer Senator Blade Sor-
ton, who represented the state in which
Wodoe Mreatn iz headyuartered. Aocord-
ing to The Mew Iork Towes, “oice Streatn
executires contribuated fmore than
$ro0, 000 to the Corton caregaion and
the Fepulblican 1:'.a|::'t:.r.EE

In goite of the pre-election jockaring,
sendor Clapitol Hill staffers zay that the
izzue will £t go avey. Indeed, they pre-
dictthat thers iz 0 trach geruine fee-]it‘ug
againzt ﬁ:-reign ertunent control of
I 8- cwned TIE cotrgranies that leg'sla—
How will be taken wp apadn ealy in the
Io7th Congress.

How It All Began. In Juty 2o00,
DT taade 2 FE5. P hillion bid (the stoclk
trarket collsose ower the past e-ight
rnonthe hae significantly reduced the
value of the deal) to acguire Woiced-
trearn. At the tirne, DT wez RO percent
ourtred h].r the Serfnan governtrent.




Alraost az poon a2 the proposed acguizi-
tion wes announced, Voice Strearn zaid
that in an stterapt o becotne a 'L]:'Iﬂ':."
fational wireless corrier, it wowuld boay
Powertel Inc., bazed in the zouth easzt,
for $6. 28 hillion. Thiz acpuidtion adds
27 ool owtomer to Woice Streamm’z
2.7 million wzers. VoiceStreatn cur-
re-ntl].r gorrez roarkets that are hotne o
shout 75 percent of the TLE popula-
tion. "With Powertel added, the cotm-
bined cormpary would expand it reach
to Qo percent. Before ite latest proposed
acuiziion, Voicetrearn had aoouired
Drardpoint Gorp., based in suburban
Weehington, DO, ad Aeria Coresen-
nications Ine of Chicao. Voice Srearm
uges lokal Syetern for Mobile Cosu-
tranications (SAM), the smme wireless
teclm::lng.r gtatidand that iz dotnitant in
Eurcpe. By merging with DT, the com-
hitved oo Y wonld hoare the a]::nilitl.r 1o
heg’.ﬂ to cofrgete gl-:-l:-a]l:.r. It iz this
potental for global coverage —and
dosninance—that apparently sparked the
ozitiot aon Gapitn:-l Hill.

I35 laowr a]rea:i].r gtates tl-mtamnq:nan:.r
that iz raore than 2R percent ownedlber a
f-:ure-ign g-:-vernment cantiot ac-:iu.i::'e an
FoC-izeued commtaanications license.
The Cogaradezion aleo hae rules reguir-
mgU.S. carriers to notify the FOZ and
to zeel itz roral before entering into
affiliatione with fu:-re-ign carriers. Sotne
rright aek, “What's the probles? The
probles iz that lawanskers are afradd
that the Corrnizzion would azeert it
authn:-ritl.r to waire the mestriction if it
belisres that a]ln:-w'jng the deal would
protacts the interestz of TIE con-
surners. Bince thiz seermed likely, legis-
lation wee cuickly introduced in both
the Houze and the Senate.

The Hu:n]li.ngs bill won u:iuick support
froro Senator Lott, Benator Ted Btevens,

FEaRcE Sdience & Tedhnology

Chairenan of the Senaste Appropristione
Cornittee, and Henate  Minority
Leader Thotmae Dachle. A bill intro-
duced in the House 1::-1|.I ot ne s
I-:ilm Di.nﬁ]l and Ed ]!-.-Ia.t'ke:.r cln:-sel:.r
spprodnated Benator Hollings’s hill.
Congressrnan Makey, perhape in oxder
to shern criticisrn, protested, "It iz not
protectionist. It iz not driren 1::-1|.r Metuo -
phobia.® He added thatlby stting lizaits,
the tmeasure ghres ﬁ:ureigﬂ gqvernment:a
greater incentive to privabize. ' In o Hask-
Bgbon fwt article, Congresaaan Markey
wez quoted e mping, “The Gerrman gov-
erfitnenit haz a sigﬂifi-:ant gtake in the

euccess of owve oo ity their soundy.
&2 a reqult, have a aubetantial 2take
ity the failure of ereprone el ™

Elev Honze Repoablicans alao joined in
oring tae merger, complaining that
the Office of the T3, Teade E‘.E-Presen-
tative (TTETE) did not vizw government
n:-mershif:- of ﬁ:ure-igﬂ telecorntnnatica -
Howe fivsee "2 2 priority. The Howse
Ciornrnerce Ciorntnithee Chairtnan in the
Ie6th Congres Thomae Blilar, House
Telecormtnunicatione Subootonmittes
Chairenan Billy Tauzin, and Subeoosm-
rnittee Vice Chairenan Michael Codey,
wrote “astrongly worded” letter to then-
U8, Trade BEepresentative Charlene
Barshefsk:.r u:lemmdjng sesuratces that
ghe waz cotnnitted to the “full and cotn-
plete” privatization of foreign carriers,
for e le DT and HTT. The letter
wee Trigpered, in part, by the teetinony
of foreoer Deputy TTETE, Richard Fish-
er, before the U3, Congres on foreign
Dmership immes in telecotnrmanications
and, in I:narticular,_ on the aubetance of
related lnz-gislad;'u:un.:E
The soraswhat Beardic legielabive acthrity
in the 1obth Gongres proopted respone-
ez both in swpport of, and in opposition
to, the Houze and Senate bilk,
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The Eurcpesn Union werned that
the leg'islaﬁnn wonld walate T 3. cotn-
tnitments o the World Trade Clrgani-
zation (WTO) agreemment on cpening

teleco ripmunicatione- information
tnarkets and permitting foreipn com-
E:na.mes to itvrest in doroestic carriers’
EBaoth the ETT and thejapmese L
trent zaid in writing that the-}r wonld
challenge- the legislatin:-n _befn:-re the
WD if it everbecatne lawr

Michael Holl, & Professor at the Uni-
verzity of Somthers Clalifornia who testi-
fed insupportof the legzlation, “srong-
1:.r” EFPEISE!:J. permithing ﬁ:nreigﬂ QOETTL-
toetit- crped cotrenaties feoen A wiri g
1158, telecormmunications - informmation
cofrgrandes. He zadd, ™ of theze
countries, including Gertnary, hae not
privatiz ecd, and the governenentz own k-
stmﬁalpnrti-:-m of the carriers’ stoclk. It
si.mf:nl:.r it forrn ation e m'nf:neria]jsm...
Mithout zuch legislaﬁnn] 1I.rn:-u’re it
exence allowing foreipn governenents to
owm pdolic sirweye and podolic righte-of-
way, and that'z zomething national sover-
eignly z3r no 0. Foll added that he
E:nre-fers kgislaiic-n that wodd ban ﬁ:-re-igﬂ
firtns m'me-:lb}r az little = one I:-ementkﬂl.r
a foreign governenent for scomiring
I8 telecor licenzes

EBoth the Cotrgratdeation YWorkers of
Aunerica and the 1T 8. Chatrber of Cotn-
fre poe E'PP':'EE":;- the leg_islaﬁnn. The
Chateber of Corotnerce feare that, if
paveed, the legidation wonld violate cos-
toitrnents made in the Baic Telecomn
Agreement of the 1‘."‘."l_"'l:fl and n:u:nuln:lpn:nssi—
|=:|1:.r gtart o teade war . ¥

Perhaf:ns in regronze to Gn:-ngressin:-nal
criticizen, the Gernan mument wrote
to the White Houze g that the yor-
epnaent stake in DT would go frorm B3
percent to zera, but did not gpecify how
lc-ngﬂwtmuldtake. Cernat Shancelbr

Gerhard Schroeders foreign policy and
gecurity adrizer, Michael Steiner, asured
then-TT.%. Mational Securitl.r Aulizer
San-:l:.r Eerger in weiting that e

cotrni thed 1o I:-rivaiising DT and alao 4o
increadng -::-:-mI:-et.t.n:-n i the telecorn-
rronications industey.

The Japanese Covernment, for it
part, announced planz to 22l one million
of itz sharez in thejat:nanese telecosrtnn -
sications giant MTT. Jaiaan’s ]!-.-!'J.tush':.r of
Finanee cwne A3 percent of MIT.

HTT haz had itz own problesme with
the U183, governient. Early in 2000 it
agreed to buy “Verio Inc, an Internet
genrrice I:nrm'i-:ler atud wel hnstiﬁg oot
pasey, for %5 Ehillion, chreg chasge by
industey fandards. The deal drewpalit-
ical fire becaae of fears that it comld
FI‘ESEﬂt&fDI‘Elgﬂ erpionage rlskb].r Y
MTT xces to TT3, wim ing actidi-
tiez. The Faders] Buresnof Investlgatn:-n
looked into the acouisibion, along with
U8, Tresmury, Hate artinent, and
Hational Becurity Gouneil officials. The
Ciotrunittes o Fu:-reigﬂ Itvrestinent in
the TTaited Statez, which fmonitorsz the
effect of fn:-reigﬂ itrestinents on fation -
alzecurity, found that NTT had zatizfied
T8, concerne. President Clinton
refuzed Congresdonal regquests to block
the deal after MNIT Prnmise-d that it
would suﬂ:nlement Yerin’s erations
pn:-]icies ard fnanaals with inforsnation
ot hmd]:hg reguests 1::-1|.r law enforce-
rnentagencies, including securiby proce-
dures to protect clweified inforeastion ®

A soond I:nrn:-hlem with NTT con-
certed the rela:tme-];.r high rates it clwrges
cotegretitors for scces to it locsl networle
m]af:-an Fortrner 1T 8, Trade E‘.eprese-nta—
tive Charlene Barshefdyr averted a crizie
when she nepotiated an agreernent
req_u.irmENTT to ot itz ratez for a;::::essqr
20 percent over the tiewt o years. The




UL & wanted an irnaediate 41 percent out,
while Japan proposed a 23R percent
reduction Fhaeed ity oy four 1|.re.a.t's.=5=
But no ane on Caoitol Hill padzed a
volce in protest when BT h-:uught =le)
percent of MoJaw Corueranications,
which atthe tirne waz one of Aerica’s
three largest wirelezz telecotrtnunica—

FEaRcE Sdience & Tedhnology

Hone, without any forsn of officisl or
mdqjendentregulaﬁnn.

bdcet coundries of the world hare tiow
agree-:l—".l.li]]j.t'Lgl:.r ot otherwise—tn a:lopta
LN —at:.rb roocke] where sabionalized oot -
paniiee will be priestized, although sosme
rnore slowl than others. In addition o
privafizaion, WID mervker countries

Countries adopted = completely different

model in bringi‘ag tel ecommunications and
information services to their citizens.

tiotis cotegn andes. BT was richl}.r rewrard-
ed for itz itvrestrnent when the GO A
ay waz later sold to ATET iit iz now
krown a2 AT &T Wireless), Cable &
“Wirelezs waz alzo eiven u:iuick 1T 3. o=
erfitnent roral when it agree-:l 1o
E:nurchauze the Internetbacldo ne LR
ity of MCOI after MIOI had been
acopaired by WorldGom, Both BT and
G&EW were government owned entities
utitil the Thatcher Gmrernmenthegan
to privatize both corganies in 1954.
But az in sl privatizatione, the Britizh
gorer nrvent held stades in both corm-
paties well into the 19902, In the case
of DT, the privatization started smuch
later, though ower time the German
gw:-ve-rmuent’s gtadoe will dirminizh.
“What iz orerlooled or u:le-]il:neratel:.r
igm:hre-:l iz that the wast rnzjority of the
world's countries adopted 2 completely
different nodel in bringing telecoraren-
nicationiz and inforrnation serdces o
their citizens. While the 118, decided to
putitz faith in the smarket, poing indtially
with 2 regulsted smonopoly, ATET, and
thes adopting the cwrrent arebern of reg-
ulated corepetition, smost other coun-
tries had nationslized, integrated post,
telegraph, and telephone admministra-

troast alzo eetalahiady newin-:let:nen-:lentre-gu—

tnechatiztre where none exsted
before, perndt corngetitie entey {inclad-
ing corgetition from foreign-owned
u::-:-rn]t_:nmies}. and agree to promots uni-
verzal infor-nation age sevices.

What Should Be Done? withpriva-
Hzation, regulation, md corapetition
being proraoted theoughout the world—
or a least arnong the 138 WI'D Mem-
bere—udat iz all of the fuse shout? This
euestion cat e addrezzed on sevreral ler-
elz. Iz it wize 1o s ahns gortof leg'sla—
Hon dealing with povernsaentowned
foreign teleconraunications firsne in the
Io7th Congres? Iz exdeting polior suffi-
cient to etcour r.aT:nin:i Pri'.raiisaiin:-n?
Doz the TTnited Statez hare a.tt:.rtldng o
fear frornm aﬂega.tinm of *inforenation age
ireguerialisa?” Wl the gldboalization and
conzolidstion trend in the TIE industey
confirae, regardlesz of what happerns
with 1T 3. Pu:-]itics mdpn]ic].r‘?

Iz enacting leg_ialaﬁn:-n the arnart tl’dng
to do? It would be wrowdee for the TIE.
Congress to pase legislabion slong the
litvez of the House atd Serate billz in the
IoGth Gnngeas. Itmac:.r alzo he fn:-nmaru:i‘:.r
to re-infroduce the legislation, = i
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being threatened, in the 107th Congres:.

Legidation, if pazeed and zigned by
Prezident Bush, would merely invole
reprizale. Indeed, Rick Lane, the divector
of e-cormnerce and Internet teclmnln:-g.r
for the TIE Chavber of Cominerce,
fears that a bill would “reverelr curtail
itvregtroent. it the TT 5. _anu:i P-:nssik&:.r cre-
ate arajor trade wap V¥

Iz endeting I:u:-]iq.r sufficient to efconur-
age rapid privabization? In a word, yes.
Even thomgh the legizlstive effort failed
in the 106th Congress, there are otill &
aureber of UL 8. policy ohetacles o crer-
cotrne before DT acouives “oice Streatn.

The first obetacle iz FOD rerie wand
aﬂ:-rcwal or -:!is.ai:-t:-rmral of all fOergers
and acguizitions in the TIE industey.
The FOG iz required by laow to coneid-
er whether tranzferz of mlme-rship are
in the I:nu]::n]ic interest The Zormniz-
giot can alao I:nl.au:e reztrictons on the
frerger in order to mainitain a resala-
tory erip on the wrebined cormpanie s’

sorutinized NTT': scomizition of Verio.

Ciotrgoetitor: of Woicedtreatm can
oppose the mergrh}rfﬂmS with the FCC
or with the artine nt of Justice
Antitrust Diridon. If are not zatiz-
fied by the pblic policy procesees avsil-
shle to thero, ther can choos to file
againzt the TETET if Federal DThetrict
Court, althoueh thiz can be costly and
e m:-mu.t':'d.t'ug.

For itz part, the U3, goversenent coan
lodee 2 coreplaint with the WTO in
Geseva, The WIO, which iz just fiee
pearz old, hx never wevered from it
cotmtnitinent to full privatiz aion in the
telecommunicationz- information
industey. However, thoze privatizations
eooaet ke given tirne to wedold becase of
the lirited resources of many overses
n:af:nital tnarkets.

Iz “information age :i.mperia]jsm” a
real or imagine-:l thee 2ty Information
age iraperialisea, if it i & threat at all,
iz ruach taore likely fo be a T3 -cre-

Information age imperialism, ificis
threat at all, iz much more ].Iikﬂ].}’ to bea U5, -
created, Ph&n-::: menon than a lﬂgiti_'mat&
Eurc:-lzaean or Asian threat,

erationz. Eren s2tate-lewel re-g:_la-
tors get into the I:-uh]ic I:u:-]iu:::.r imi:-]i—
cations conc erning et g rd and
acopuizitions and can itnpose condi-
tione if deetrned LECEEZATY .

Tha 1T .5, rrutrent ithe r-a q.rtars]{
foree o = the Cotntnithes on Fn:-re-igl
Livrestivents, headed by the Secretary of
the Treamary, ronstaloo exaundne the wmere-
er in order to zee whether or not ibpoess
atvy tational zecurity threstz. It wasz the
Ciotrntnithes on Fn:-re-ign Itorestynents that

[112] Creomgarorm Joummal of Inteont icnal A%

ated Phenu:umennn that a hgiﬁmate
Eu::'n:-r:-ean or Aeian threat. It iz a fact
that UL 3, corpanier ave the dosminand
forces in the global TIE industey, with
such dotmitatice likelr to contitine well
into the foreseeable future. It was the
TIE industy, with it close ties to the
Internet and the World Wide Wb, that
fueled the United Btates’s econonic
rezurgence in the 199<e T8 domi-
fiatize iz fuot litnited to TegA-COTP 0T
tione like Microsoft, Circo Systerns,




AOL-Tirme Warner, Disney, ATET,
SBEC  Cotmunications, “Verizon,
WorldZDom, and Yahoo. It also
itclades the growing detnated from
orergeaz IR oot aties for Atnerican
managernent skille. Indeed, Grahase
Lyach, the Group Editoriad Director
of Advanetar Cotntrmtdcations, noted,
“Aa TWhatern Euru:-Pe- and dEl"."ElDFEd
Azia liberalize, Asmerican telecom
executives are inn hot detnand. Both
incutabent and competitive carriers in
rnany international smarkets are keen
to bypaze the often-bureancratic bent
of their dotmestic executive ranle and
hire zanry Asvericans in their place ™
211 af thiz suggests that 175 GO A
nuies are aore than holding their own
in a cormplex global corepetitire envi-
rontnent, and that do not feed
the protection of the TI &, Gn:-ngre-ss.

FEaRcE Sdience & Tedhnology

Wil globalization and coneolidation
coftitine regardless of the }:en-:nphn:nhi-:
andjm iste roummuritgee on CGaoitol
Hilw Ahsn:-lutel:.r. The newxt “ﬁ:-reigﬂ
O Y geare” for the wpoliiciane
eright cotne from Japan. MTT DoCo-
Mo Inc., Japan's largest rmobile tele-
phone cotapary, iz z2id to have dezigns
oty geveral T 8 —owned wireles carri-
erz, including ATET Wireless and
Cin o the newly created wireless
ve titure of the BellBouth Gn:-rpn:-:_'a.ti-:in
and BBC Cormtmanications, Ine @

#o there iz no problem to fix, and
Aty o teitial concernz that could arize
catt be handled l:ﬂl.r the exdeting I:nub]ic
policy expert agencies. Az o reeult, the
Io7th Qongress should back off
Zenophobia and jingoizsm have no
place in UL, politice, or in 2 moders,
I::u:u:umzi.ng TTrnited States.
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