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a strong, prosperous relationship is in the interests of 
the U.s., China, and the world.
Ambassador Gary Locke made clear that a strong, prosperous, peace-
ful China is in the interests of the United States. Already, the U.S. and 
China engage in $500 billion in trade per year, which is beneficial for 
U.S. consumers and businesses. China and the U.S. are engaged in 
more than 90 dialogs on a range of topics, and there are an increasing 
number of visits between high-ranking government officials. Also, 
there are already significant levels of investments between the two 
countries, with abundant opportunities for even greater future  
investments.

Not only is a strong relationship between the U.S. and China benefi-
cial for these two countries, but multiple participants see cooperation 
between these countries as important on a range of regional and global 
topics, such as trade, global warming, and security. However, the 
notion of a powerful G-2 is not necessarily seen as a helpful construct. 
Several participants prefer a more multilateral approach to work 
through global issues, without dominance from a U.S./China G-2.

“A strong China-U.S. relationship is 
good for the entire world.”

 — Ambassador Gary F. Locke 

Domestic policies will have significant implications for 
the U.s./China relationship.
One participant explained that the U.S. and China have been “co-
dependent,” which isn’t necessarily healthy or sustainable. China has 
benefitted from a strong U.S. economy, which has helped China’s 
export market. The U.S. has benefitted as China has purchased U.S. 
Treasuries and other assets, to the tune of about $2 trillion.

But the future is far from certain. As China works to shift from an 
export economy to a more domestically based consumption economy, 
its reliance on exports is expected to decline. At the same time, China 
may not continue to have the same appetite for purchasing U.S. Trea-
suries, which could have significant implications for U.S. fiscal policy 
and interest rates. However, despite the recent political gridlock in the 
U.S. and some concerns about potential default, Summit participants 
didn’t have a serious concern about a default by the United States.

strengthening the U.s./China relationship requires 
building greater trust and overcoming important 
misperceptions.
Summit participants were generally optimistic that trust and under-
standing between the U.S. and China is improving. But participants 

The 74th Ceo summit represented a historic 
gathering of business, government, and academic 
leaders.
For possibly the first time in China’s history a diverse group of  
Chinese and international business, government, and academic 
leaders came together to engage in a candid discussion of the most 
important issues facing China and the world. Participants included:

•	Leaders of major Chinese soes including leaders from the Bank of 
China, Sinopec, China Life Group, China Mobile, and many others.

•	Leaders from China’s financial sector, notably senior officials 
from China Investment Corporation, People’s Bank of China, and 
China’s Banking Regulatory Commission, as well as hedge fund 
managers and financiers.  

•	Top public officials including U.S. Ambassador to China Gary 
Locke; SUN Zhenyu, China’s Ambassador to the World Trade 
Organization (2002-2010); J. Stapleton Roy, U.S. Ambassador to 
China (1991-1995); and other national and regional government 
officials. 

•	renowned academic leaders: President WANG Enge of Peking 
University and CAI Hongbin, Dean of the Peking University Busi-
ness School; LU Xiongwen, Dean of the School of Management 
at Fudan; revered “dean of Chinese legal reform” JIANG Ping, 
Professor and Former President of China University of Political 
Science; and a significant Yale faculty delegation covering strategy, 
economics, diplomacy, trade, legal reform, corporate governance, 
environmental sustainability, public health, and more. 

•	U.s. Ceos such as Dave Cote, CEO of Honeywell; Stephen 
Schwarzman, CEO of The Blackstone Group; Wilbur Ross; Bob 
Diamond; Hank Greenberg; and more.

Participants viewed this unprecedented Summit as an important step 
in fostering more open communication, eliminating misconceptions, 
and strengthening the relationship between the U.S. and China. 

Key Themes from Yale CEO Global Summit

Yale Ceo summit
october 23-24, 2013  |  Beijing, China

The shared interests of the g-2:  
resolving the Challenges between the World’s #1 and #2 economies

Jeffrey sonnenfeld
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Ambassador Locke mentioned that one important step in building trust 
and cooperation has been expediting the time required for those in 
China to receive visas to the U.S. from weeks or months to just days. 

Building greater trust is seen as a slow process that will take time, 
with bumps in the road. The general perception is that progress is 
being made. 

reforms taking place in China are seen as important 
steps, with even more progress necessary.
Participants discussed legal reforms, banking reforms, an emphasis 
on decreasing corruption, greater efforts to expose SOEs to market 
competition, and other reforms to increase China’s transparency and 
openness. Participants noted the tremendous progress that has been 
made in just the past 10 years, commended these reforms as steps in 
the right direction, and discussed topics such as the environment and 
health care, which are high on the radar of China’s leadership. Partici-
pants remarked that even with China’s great complexity and systemic 
flaws, the country has made amazing, remarkable progress.

At the same time, Chinese participants mentioned that there remain 
high levels of skepticism within China’s own population about trans-
parency. As with the U.S.-China relationship, while headed in the 
right direction, these reforms, and changing the mindset of China’s 
public, will take considerable time. 

 

 

still see obstacles that need to be overcome in facilitating even greater 
trust. Among them:

•	Clarifying misconceptions. U.S. politicians and citizens often 
believe that state-owned Chinese enterprises threaten U.S. jobs and 
national security. Yet job loss in America’s manufacturing sector 
has come largely through technology-based productivity enhance-
ments, and Chinese business leaders see America’s national security 
concerns as unfounded.

At the same time, many in China perceive that America has a strat-
egy of “containment” towards China, which is not seen as accurate 
by many American business and political leaders. Former Ambas-
sador to China J. Stapleton Roy acknowledged that the U.S. did try 
to contain the Soviet Union, but is not trying to do so with China. 
He said that while many Chinese people and officials believe the 
U.S. is trying to contain China, the behavior of the U.S. is not 
consistent with this, most notably $500 billion in trade. He believes 
the U.S. is comfortable with the expansion of Chinese influence. 

A common refrain was that misconceptions can be addressed 
through more frequent and open communication, through greater 
cultural understanding (which can occur through student and  
professional exchange programs), and through greater education.

•	increasing investments. As Chinese companies and investors 
look to deploy capital around the globe, some give pause when 
considering the U.S. due to concerns of being blocked by the U.S. 
government. Huawei’s situation was cited. Chinese business own-
ers indicated that greater openness from the U.S. would attract 
more Chinese investment, which would be mutually beneficial. If 
the U.S. blocks Chinese investments, then those investments will 
go elsewhere.

Ambassador Locke emphasized that only a very small percentage 
(about 8%) of all acquisitions of U.S. companies by foreign com-
panies are investigated by the U.S. government. He made a strong 
case for Chinese investors to come to the U.S.—a productive labor 
force, free trade agreements with other markets, the world’s top 
higher-education system, low energy costs, IP protections, and a 
fair regulatory system.

At the same time, U.S. companies and investors that are consider-
ing investments in China want to see greater transparency and as-
surances of a level playing field, which is often seen as not the case. 

•	avoiding rivalry. A key to a stable, prosperous relationship is 
avoiding the trap of strategic rivalries that often take place between 
established and emerging powers. The key to having rivalry under 
control is for the U.S. not to dictate to other countries how to 
behave.

Diaoyutai state guesthouse with Vice president Li Yuanchao
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The Promise:  
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“A strong prosperous, 
peaceful China is in the 
interests of the United 
States. . . . A strong China-
U.S. relationship is good 
for the entire world.”

 — Gary Locke

The United States is deeply committed to this relationship, and is 
engaged with China on multiple fronts. There have been more visits 
to China by high-ranking U.S. officials, and there are currently more 
than 90 dialogues taking place between the countries with a goal of 
finding opportunities for cooperation.

From the U.S.’s perspective, a more prosperous China means greater 
trade and greater demand for U.S. products. When Nixon first visited 
China, there was less than $100 million per year in trade between the 
two countries. Today there is more than $1.5 billion in trade each day. 

as Chinese companies go global, they should consider 
investing in the United states.
Important ways to strengthen the foundation of the relationship 
between China and the U.S. are through opening markets, leveling 
the playing field, and making investments in the other country. In 
2000, there were no investments from China in the United States. In 
2012, Chinese investments in the U.S. totaled $28 billion, and will rise 
in 2013.

As Chinese companies expand and globalize, it is important for these 
companies to consider investments in the United States. The U.S. 
has more than 300 million people, per capita income exceeds $48,000 
per person, and the U.S. is the most open economy for foreign direct 
investment.

Overview
The relationship between China and the United States is extremely 
important, and a strong relationship is beneficial for both countries, 
and the world. The United States is committed to building a strong, 
open relationship, with continued growth in trade and investment. 
The perception that U.S. regulations such as CFIUS are a barrier to 
investment in the U.S. is a misconception. CFIUS applies in very few 
instances. The reality is that the U.S. is welcoming to Chinese invest-
ment, and there are many compelling reasons why Chinese firms 
should consider investments in the United States.

Relationships are also important between business leaders and 
students—who are future world leaders. These personal relationships 
can foster cultural understanding and can help address the world’s 
most significant challenges.

Context
Ambassador Gary Locke discussed the importance of strengthening 
the U.S.-China relationship and the reasons the U.S. is an attractive 
investment for Chinese companies. Stephen Schwarzman described 
the Schwarzman Scholars Program, and several Chinese leaders 
shared their perspective on the importance of exchange programs.

Key Takeaways
a strong, prosperous China is in the best interests of 
the U.s. and the world.  
Ambassador Locke emphasized that the U.S.-China relationship is 
one of the most important relationships in the world. He stressed 
that this relationship represents a new model where it is important to 
avoid the trap of a strategic rivalry between an emerging and an exist-
ing power. And, the relationship is not a zero sum game. In fact, it is 
just the opposite: the success of both parties is linked.

Key Themes Summary
miao Jianmin, president and Ceo, China Life group 
CHen Yunxian, Vice governor, guangdong province
Wang enge, president, peking University
Qian Zhimin, Chairman, China national nuclear Commission 
Wang Yongli, executive Vice president, Bank of China 
 

ambassador gary F. Locke, 10th U.s. ambassador to the people’s 
republic of China

stephen a. schwarzman, Chairman and Ceo, The Blackstone group

Opening Remarks

amb. gary Locke
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travel to the United States. Previously it took 70–100 days to receive 
a visa interview. The U.S. embassy in China has shortened this to 
just four days, and applications for visas have increased by 75%. The 
U.S. embassy is making it easier for those in China to visit the United 
States.

The schwarzman scholars program 
aims to educate future world 
leaders about China.
Stephen Schwarzman commented that 
China’s economy is growing at two to three 
times the rate of Western economies, and 
soon, China will have the world’s larg-
est GDP. In the West, there is a tendency to blame others for any 
problems. As a country that is winning, creating jobs, and experienc-
ing positive momentum, China will be targeted for criticism. This 
hostility could lead to trade tensions, economy disputes, and military 
tensions. In recognizing the potential problems that are likely to arise 
from these trends, the challenge is to not allow bad outcomes to hap-
pen, by preempting them.

Looking at the Rhodes Scholarships as a model, Stephen Schwarzman 
has founded the Schwarzman Scholars Program. The 84 individuals 
who are chosen as Rhodes Scholars spend two years at Oxford. The 
Schwarzman Scholars Program will select 200 individuals per year, 
with 45% coming from the U.S., 20% from China, and 35% from the 
rest of the world. These individuals will work toward a one-year Mas-
ter’s degree at Tsinghua University in Beijing, and will have a unique 
experience with mentors, special tours of China, and introductions to 
national leaders. The goal of this unprecedented program is to expose 
future world leaders to China and to each other, and in doing so, to 
deal with the world’s most significant challenges. 

exchange programs have great value in increasing 
cultural understanding.
Several Chinese business leaders recounted U.S.-based educational 
exchange programs in which they had participated, including pro-
grams at Yale. These programs gave them a much greater understand-
ing of the United States and of Americans. It also helped them meet 
U.S. CEOs and build personal relationships. While the academic 
aspects of such exchanges are highly beneficial, even more important 
are the personal interactions that take place.

“The personal exchange 
is very important, 
even more important 
than any educational 
activities.”

 — CEO of a large Chinese company  

Benefits that the United States offers foreign investors include:

•	A labor force that is diverse, productive, educated, and flexible.

•	Great access to additional markets with more than 20 free trade 
agreements.

•	The best higher education system in the world.

•	Abundant and low-priced energy, as shale gas is making electricity 
production 50% less expensive.

•	Protections for intellectual property.

•	A regulatory system with clear rules that ensures a level playing 
field with fair competition. 

The notion that the U.s. government is blocking 
investments in America by Chinese firms is a 
misconception that needs to be overcome.
Ambassador Locke has heard skeptical comments about America’s 
openness to Chinese investment, and wanted to dispel misconcep-
tions. He made several points:

•	The Committee on Foreign Investment in the U.S. (CFIUS) only 
looks at mergers and acquisitions of U.S. companies; not at green-
field investments.

•	Specifically, CFIUS only looks at mergers and acquisitions where 
there may be a national security concern. Most foreign direct 
investment doesn’t have any national security concerns and is 
therefore not looked at by CFIUS.

•	Most transactions involving foreign firms are approved. From 
2009 through 2011, there were about 4,000 mergers or acquisitions 
of U.S. companies by foreign firms and only 269 of these were 
reviewed. Only 20 of these involved Chinese companies and only 
22 of the reviews resulted in modifications to the merger or acquisi-
tion. This means that 92% of the investments that were reviewed 
were approved with no changes in the terms.

“CFIUS is not a barrier [to 
investment in the U.S.].”

 — Gary Locke

An area where regulatory complexity can arise is compliance with the 
50 different sets of state regulations. 

Ambassador Locke recommended that all foreign companies con-
sidering investments in the U.S. seek advice from experts, including 
legal experts, consultants, investment banks, and PR firms. These 
experts can help international companies successfully navigate the 
U.S. system.

The U.s. has made considerable progress in 
streamlining the visa process.
An important area where significant improvement has been made is 
streamlining the process for individuals in China to receive a visa to 

stephen schwarzman

miao Jianmin
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Welcome

Opening Remarks

stephen s. roach, senior Fellow, Jackson institute for global affairs, Yale 
University 

James Levinsohn, Director, Jackson institute for global affairs; professor, 
Yale

James Denton, publisher/editor, World affairs
ZHU Zhiqun, professor, Bucknell University, author, China’s new Diplomacy
 

ZHang Jianguo, administrator, saFea 

maurice r. greenberg, Chairman and Ceo, CV starr & Co.; Founder, aig
FU Chengyu, Chairman, sinopec 
The Honorable J. stapleton roy, U.s. ambassador to China (1991-1995) 

mutual interests. However, about 75% of participants believe that 
U.S. foreign policy seeks to contain China, as opposed to encouraging 
China to grow stronger. Participants see territorial disputes between 
China and Japan as the most significant flashpoint in the region.

neither China nor the U.s. likes the concept of    
“the g-2.”
Several participants commented that neither the U.S. nor China likes 
the idea of a G-2. In addition, countries such as Japan, South Korea, 
India, and the other BRIC countries don’t see the G-2 as a positive 
or popular idea. These countries don’t want two countries to be 
making all key global decisions. These nations, along with the U.S. 
and China, prefer multilateral relationships to deal with important 
regional and global issues, such as containing North Korea and act-
ing on global warming. As one participant said, “G-2 is not a helpful 
construct.” A preferred construct is a G-7 or G-8.

China and the U.s. have many common interests, but 
must control their rivalry.
Ambassador Roy commended China for having a process to change 
leaders. He agreed with current Ambassador Gary Locke, who said 
that China and the U.S. have common interests, and that a healthy 
relationship between China and the U.S. doesn’t just benefit these 
two countries; it benefits the entire world. Ambassador Roy feels that 
optimism about the trajectory of this relationship is justified.

Among Ambassador Roy’s comments were:

•	relationship is based on trade. In general, the relationship 
between China and the U.S. is not driven by adversarialness; it is 
driven by trade, which is a form of cooperation. Currently, trade 
between the two countries exceeds $500 billion per year. 

•	rivalry exists and needs to be managed. The relationship in-
volves strategic rivalry, and the governments of each country see 
the rivalry growing. A key to the relationship is bringing the rivalry 
under control by not dictating to the other country how to behave.

Overview
While the economic relationship between China and the U.S. con-
tinues to grow, gaps still exist in the diplomatic relationship. Even 
though China and the U.S. share many common interests, particu-
larly trade, a general perception exists in China that American policy 
is to contain China.

Strengthening the diplomatic relationship requires building greater 
trust. This will take time, but suggested strategies to accelerate trust-
building include initiating negotiation of a free trade agreement, 
increasing the transparency of Chinese companies, and improving the 
communication and cultural understanding. 

Context
Following the first session’s discussion of the promise and opportu-
nities in the relationship between China and the United States, this 
session looked at the diplomatic relationship. Former U.S. Ambassa-
dor to China Stapleton Roy shared his perspective on the diplomatic 
relationship, and U.S. and Chinese business leaders offered their 
thoughts on ways to improve the relationship.

Key Takeaways
summit participants view the diplomatic relationship 
between China and the U.s. as moving in the right 
direction, though major issues remain.
In response to several real-time polling questions, the majority of 
Summit participants see trust and understanding between the U.S. 
and China as improving. Participants believe that educational ex-
changes and forums help bring greater mutual understanding, more 
than 80% of Chinese leaders want to participate in a top-level U.S. 
executive education program, and most Summit participants see U.S. 
CEOs as well regarded in China.

Further, Summit participants generally believe that the U.S. and 
China can be allies in international diplomacy because they have 
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However, participants offered the following ideas to build trust:

•	start negotiating a free trade agreement. Mr. Greenberg knows 
that an FTA could take 10–12 years, but believes that trust will 
be built during the course of negotiations. As negotiations are 
underway, and then when they are completed, there will be greater 
Chinese investment in the U.S., which benefits both parties.

•	increase the transparency of Chinese companies. A prominent 
Chinese business leader said that Chinese companies are often mis-
understood and experience image problems. He attributed part of 
this misunderstanding to a different culture in China which results 
in companies not being as transparent as in other countries. He 
believes that change is necessary in China to require companies to 
be more transparent, which will build trust of Chinese businesses.

•	Foster greater cultural understanding through increased com-
munication. A business leader said that the general public in China 
thinks that the U.S. is trying to harm and contain China, which a 
leading academic said is fueled by sensationalistic, inflammatory, 
adversarial Chinese media reports. To counter this, and to build 
trust, there needs to be greater communication to educate the Chi-
nese public with non-inflammatory messages that the U.S. strategy 
is not to contain China. 

•	increase the attention paid in the U.s. to China. Many leaders 
and citizens within China question how important the China-U.S. 
relationship is to American leaders and citizens. While the U.S. 
has discussed pivoting foreign and military policy toward Asia, 
it still seems that the top priority for the U.S. is Afghanistan, not 
China. Also, it seems that U.S. economic policy is inwardly focused 
on debt issues, which affect and are affected by China. And, while 
there is growing interest among U.S. students in learning about 
China and studying Mandarin, Chinese students are far ahead, as 
almost all students in Chinese universities speak English.

•	The U.s. is not trying to contain China. While many government 
officials and individuals in China believe the U.S. is trying to con-
tain China, Ambassador Roy does not believe this and doesn’t see 
U.S. behavior as consistent with a policy of containment. The U.S. 
did try to contain the Soviet Union, and trade with the USSR was 
less than $5 billion per year. Trade in excess of $500 billion per year 
does not reflect containment. In addition, there is no support for a 
containment policy among other countries in the region, as China’s 
neighbors want good economic relations.

Ambassador Roy acknowledged that “China will clearly have rising 
influence,” and he believes that the United States is comfortable 
with the idea that China’s influence will grow. He also believes 
China’s military has historically been weak and that the U.S. ac-
cepts that China wants to strengthen its military. 

•	The U.s. must maintain a strong presence in asia to protect 
its interests. While the U.S. accepts that China’s influence will 
become greater and its military will become stronger, if the military 
becomes too strong and the country’s behavior is worrisome, other 
countries in the region could be intimidated. A stronger China 
is not reassuring to China’s neighbors. So, when China flexes its 
strength, other countries in the region come to the U.S. for help. 
To maintain important relationships with countries such as Japan 
and South Korea, the U.S. must maintain a strong presence in 
the Western Pacific. Ambassador Roy believes that the territorial 
squabbles between China and Japan are manageable.

“A growing China is 
not incompatible with a 
strong U.S. presence in 
Asia. We aren’t trying 
to hold China down.”

 — Stapleton Roy 

For the relationship between the U.s. and China to 
advance, there must be greater mutual trust.
Several panelists declared that the relationship between the U.S. 
and China is already relatively strong, but to continue building the 
relationship requires even greater trust. Hank Greenberg has seen 
China change dramatically, and has seen the China-U.S. relationship 
improve dramatically. He believes there is no simple answer to build-
ing trust; it simply will take time.

stapleton roy

Tian gaoli and FU Chengyu

Wilbur ross and Hank greenberg



© 2014 Chief Executive Leadership Institute. All rights reserved. 11

Yale CEO Summit
October 23-24, 2013  |  Beijing, China

The Shared Interests of the G-2:  
Resolving the Challenges between the World’s #1 and #2 Economies

Shared Interests in Stable Financial Systems and the  
Preventable Crises
Opening Remarks

Xie Zhichun, Board Chairman, sun Life everbright Life insurance Co.
Jiang Bo, Chief Financial Officer, China Everbright Group
Jin Zhongxia, Chief of research, people’s Bank of China
neil shen, Founding managing partner, sequoia Capital China
Fan Wenzhong, Director general, China Banking regulatory Commission
Jing Ulrich, managing Director, Vice Chairman, Jp morgan Chase & Co.
Terese experdy, Head of Banking, Asia Pacific, JP Morgan Chase & Co. 
 

Tian guoli, Chairman, Bank of China
Wilbur L. ross Jr., Chairman and Ceo, WL ross & Company
stephen s. roach, senior Fellow, Jackson institute for global affairs, 

Yale University
Jiang Jianqing, Chairman, iCBC
Xiang Junbo, Chairman, China insurance regulatory Commission
robert e. Diamond Jr., Former president and Ceo, Barclays pLC
David m. Cote, Chairman and Ceo, Honeywell international

Overview
Leaders from the financial sector are keenly aware how interconnected 
and reliant on each other the Chinese and American economies are, 
yet many American politicians and business leaders don’t recognize 
this. China holds $2 trillion in dollar-denominated assets, includ-
ing $1.3 trillion in Treasuries. As China shifts from an export-driven 
economy to an economy increasingly focused on domestic consump-
tion, it may decrease China’s purchases of U.S. Treasuries, with 
potential significant implications for the U.S. government and U.S. 
economy. This reality makes it even more important that U.S. policy-
makers get America’s fiscal house in order, create greater confidence 
and certainty, and address the country’s mounting debt.

Context
Business and financial sector leaders discussed the financial systems 
and economies of China and the United States, particularly how 
interconnected they are.

Key Takeaways
There was little concern about a U.s. government 
default or additional shutdown, but the toxic political 
situation is hurting america’s standing.
Most Summit participants did not believe the U.S. will have another 
government shutdown in January and did not expect the U.S. to de-
fault on its debt in February. American business and financial leaders 
claimed to have always been confident that the U.S. would not de-
fault, citing John Boehner’s promise not to do so. One financial leader 
argued that the media blew the situation out of proportion, and the 
political posturing brought no results.

A leading U.S. CEO agreed that there was never any risk of default. 
He said that the U.S. political situation is incredibly frustrating and 
difficult to change, but the business community, including more 
than 100 CEOs, is trying to trying to work with political leaders to 

get something done. This CEO believes that even though Simpson-
Bowles has not been adopted, it has educated political leaders about 
the severity of the problems faced, has framed potential solutions, 
and has changed the conversation.

Opinions differ on the signals sent by the U.S. political system.

•	american democracy is strong. Two famed American business 
leaders argued that the political wrangling in the U.S. shows the 
strength of U.S. democracy, not weakness. Yes, American politi-
cians have crazy, bitter arguments, but through these debates they 
eventually get it right. However, in the view of these two leaders, 
instead of fighting over health care, which is the law of the land, 
the Republicans would be better served by focusing on reforming 
the corporate tax code.

•	american democracy is inept. Another leading financial execu-
tive didn’t buy the “greatness of American democracy” argument. 
He countered that the U.S. political system is dysfunctional and 
inept. The country has serious economic problems and the political 
agreement reached is short-term in nature and just kicks the can 
down the road. The core issues still have to be resolved. This busi-
ness leader was not so optimistic about the United States and sees 
such episodes as damaging the stature of the United States.

stephen roach
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There are differing views of whether China is 
experiencing an economic bubble that will soon burst.
One well-known China skeptic said that China never misses a GDP 
forecast, but to hit its forecast China does foolish things—like build-
ing airports, condominiums, and entire cities, some of which are 
empty ghost cities. This investor sees a bubble in China’s housing, 
real estate, and construction sectors.

Others who are more bullish on China acknowledge that China has 
risks and challenges, but don’t see the country’s housing issues as a 
systemic risk. These optimists have a relatively stable economic out-
look, with huge potential for China to sustain its overall momentum 
and growth, even if at lower rates. In response to comments about 
ghost cities, the reality is that China is urbanizing rapidly, has huge 
urbanization needs, and needs to make investment in advance. The 
argument is that China is still a developing country and will continue 
to develop, with a different model that shifts the emphasis from 
exports to domestic demand.

China’s financial sector is undergoing reforms, though 
their short-term impact may not be significant.
Those with knowledge of China’s financial sector expressed general 
confidence, citing “stricter standards than Basel” are already in place. 
Lending for the housing sector is being curbed to avoid a bubble 
and reforms are taking place in the banking sector. However, these 
reforms are seen as gradual and long term. Their near-term impact is 
seen as small and limited.

most americans don’t understand or appreciate 
China’s role in the U.S. financial system.
One participant explained that the U.S. and China have been “co-
dependent,” which isn’t necessarily healthy or sustainable. China has 
benefitted from a strong U.S. economy, which has helped China’s 
export market and has benefitted American consumers. The U.S. has 
benefitted as China has purchased U.S. Treasuries and other assets. 
In 2000, China held about $60 billion in U.S. Treasuries. As of mid-
2013, China had about $1.3 trillion in Treasuries and a total of $2 tril-
lion in total U.S. assets. Essentially, China has helped finance the U.S. 
economy, which most Americans don’t realize or appreciate.

“We are co-dependent, which is 
corrosive and not sustainable. 
We don’t appreciate the strategic 
importance and impact of China on 
the U.S. economy.”

 — U.S. financial leader

as China changes its economic model and manages 
its financial risks, the impact on the U.S. could be 
significant.
A key question going forward is how will the U.S. continue to finance 
its economy. This is a relevant question because China plans to in-
creasingly focus on its own domestic economy. This involves boosting 
domestic demand and decreasing savings, which will decrease the 
purchase of U.S. Treasuries by China.

In addition, China may rethink its investment strategy to better man-
age its risk. Because China is overweighted in dollars and Treasuries, 
it is very vulnerable to a U.S. default. While this is a low-probability 
event, China may want to decrease its vulnerability and risk. 

From the U.S.’s perspective, the U.S. needs to build confidence 
among China and the rest of the world to continue to buy U.S. debt. 
A dysfunctional political system creates uncertainty and doubt, as op-
posed to engendering confidence. The unfortunate reality is that the 
political problems in the U.S. could go on for years, which puts the 
U.S. in a more precarious situation as China increasingly focuses on 
its domestic economy.

There are tools that could increase the stability of the 
U.S. financial system.
The former CEO of a major financial institution said that political 
leaders don’t think that “too big to fail” has been or can be eradicated. 
So, politicians continue to increase the amount of regulation, believ-
ing that this will decrease risk. A better solution would be to fashion a 
toolkit that involves resolution and recovery. By doing so, when banks 
fail, they will do so without receiving taxpayer money and without 
systemic risk. 

robert Diamond
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Overview
While China’s entry into the World Trade Organization has boosted 
U.S. trade with China, it has resulted in a larger trade deficit and has 
been accompanied by a significant loss of U.S. manufacturing jobs.

There would seem to be opportunities to work together in certain 
areas, such as technology to boost energy efficiency and smart grid 
technology, but concerns over national security have the potential to 
limit collaboration and investment. If these concerns can be over-
come, China has significant capital to export and is interested in 
investing some of that capital in the United States, which would be 
beneficial for both countries.

Context
Panelists shared their perspective on trade, employment, foreign in-
vestment, and political issues that may inhibit trade and investment.

Key Takeaways
There are differing perspectives on the impact and 
results from China joining the WTo.
The perspective of a Chinese leader was that the World Trade Or-
ganization provides a framework for solving trade disputes which 
inevitably arise between nations. This ability to address trade disputes 
in a reasonable, non-politicized way is a fundamental function of the 
WTO.

In addition to its participation in the multilateral WTO, China also 
has interest in joining the Trade in Services Agreement (TISA), as a 
step by China in developing its service industry. Also, China is open 
to negotiating a bilateral investment treaty with the United States. 
However, even in the absence of such a treaty, Chinese investors al-
ready view the U.S. capital markets favorably and already are making 
significant investments there.

From the U.S. perspective, China’s entry into the WTO in 2001 has 
been accompanied by a loss of three million manufacturing jobs in 
the United States, which represents a significant reduction in employ-
ment in the manufacturing sector. Also since China joined the WTO, 
the U.S. trade deficit with China has expanded dramatically.

Some individuals argue that American manufacturing jobs have 
been lost to lower-cost labor in China. Responses to this argument 
include:

•	U.S. manufacturing output has remained the same, while there has 
been a tremendous increase in productivity in the manufacturing 
sector. There is now more technology used in manufacturing and 
less labor.

•	Yes, the U.S. has a significant trade deficit with China, but the U.S. 
has trade deficits with more than 100 countries, with China being 
just one of those countries. Also, one participant argued that it is 
possible for the U.S. to reduce its trade deficit by one third.

Beyond the manufacturing job loss that has already occurred, there is 
cause in the U.S. for even further concern, as China intends to focus 
on moving up the value chain to more sophisticated manufacturing.

sUn Zhenyu
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•	What the proponents say: Both some Chinese and American 
business leaders argue that Huawei is “just another multinational 
company doing business in the U.S.” Huawei buys $6 billion in 
components from U.S. suppliers and indirectly employs 35,000 
Americans. Because the CEO is reclusive, the company is an easy 
target. But, his behavior reflects cultural differences where Chinese 
CEOs are not out in front; this doesn’t mean the company is en-
gaged in espionage.

Chinese business leaders believe that the United States is invok-
ing national security concerns as a protectionist excuse to block 
entry of a Chinese company into the American market. China, they 
argued, has imported a great deal of IT equipment that is used in 
the country’s electrical grid.

U.s. openness to Chinese investment would be 
mutually beneficial, but blockage of investments could 
have negative consequences.
The Huawei controversy illustrates an important problem: the U.S. 
says it welcomes Chinese investment, but in several circumstances 
barriers have been erected that limit and prevent investments. While 
some Chinese companies have made successful investments in the 
United States, the level of investment could be even greater. One 
Chinese investor stated that “China has the potential to export more 
capital. If the U.S. was more open to China’s investment, it would be 
mutually beneficial.”

In addition to the belief that investing China’s capital in the U.S. 
represents benefits for both countries, there was also a recognition 
that if the barriers were too great and China’s capital was not wanted, 
Chinese investors would look elsewhere.

“If the U.S. blocks China’s 
investment, that investment  
will go to other countries.”

 — Representative of a major Chinese investor 

There are opportunities for China and the U.s. to 
work together on power grid technologies, but such 
activities touch on national security concerns.
An area of common interest is increasing energy efficiency and use of 
smart grid technologies. While power capacity in China has increased 
by 12% per year for the past 30 years, this capacity is still not adequate 
to catch up with the country’s demand for power, which is a challenge 
also experienced by other developing countries.

In addition to continuing to further grow its power capacity, China 
also sees the need to improve its energy efficiency. One way to do this 
is by leveraging smart grid technology, which the State Grid Corp 
of China (SGCC) has been investing in around the world to learn 
about. The subject is also of great interest in the United States. The 
two countries have common interests in learning from each other and 
from jointly investing in research to improve energy efficiency. 

Yet Chinese companies attempting to bring power grid technology 
to the United States can face obstacles. This is an issue in the energy 
industry and in other industries such as telecom. The controversy 
surrounding Huawei, a leading producer of telecommunications 
equipment, shows how sensitive this topic is.

•	What the opponents say: One camp claims that Huawei receives 
support from the Chinese government, is not transparent, has a 
secretive leader, and if allowed access to the U.S. market could gain 
a foothold into a highly strategic industry. Further, China is an 
active perpetrator of espionage and engages in theft of sensitive IP, 
and the Chinese government could influence Huawei to conduct 
espionage in the United States.

sUn Jinping
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Overview
Even with the robust growth of China’s economy, gaps persist in the 
country’s legal system. Changes in rules and laws are being made, but 
getting these changes implemented takes time. While this evolu-
tion is occurring, economic growth continues, with business leaders 
“making it work” by supplementing a reliance on laws with personal 
relationships and agreements based on principles.

Also, relying on laws doesn’t assure smooth sailing. Even with rules 
and laws, the 2008 financial crisis still occurred and some U.S. banks 
failed. Also, several U.S. companies—even those with financial and 
governance experts—have had issues. Laws are not a cure to all prob-
lems.  

Context
Panelists discussed China’s evolving legal system, its current gaps, 
and making economic progress in spite of these gaps.    

Key Takeaways
China’s citizens continue to believe there are gaps 
in the country’s legal system, but the rule of law is 
progressing.
Citizens in China feel a transparency gap and a lack of confidence in 
legal institutions, which they don’t see as credible. There have been 
and continue to be cases of individuals who are arrested and taken 
away without due course. In fact, a recent case of a journalist who was 
held without due process for “damaging a company’s reputation” has 
had a chilling effect of intimidating other journalists. One panelist 
told a story of a supposedly independent third party from a univer-
sity hired to provide credibility on a legal matter. But instead of the 
university bringing credibility, the public thought that the university 
was tainted.

However, the rule of law in China is progressing and laws are being 
changed. For example, while some individuals in China are still 
being punished for their online speech—which (accurately) creates 
a perception in the West that civil liberties are being curtailed—the 
expansion of discourse that is now being allowed in China is unprec-
edented.

A challenge is that even when changes in Chinese law do occur, these 
changes often don’t get implemented. Officials in China often see 
risks in changing laws and increasing the information given to the 
public. These officials may choose to minimize deregulation and 
refrain from making changes to try to preserve social stability.

Lack of financial transparency creates an obstacle to 
investment, but companies and investors are figuring 
out ways to move forward.
On the one hand, lack of transparency and confidence in the legal sys-
tem would seem to deter foreign businesses and investors from trying 
to do business in China. The close linkages of the government, busi-
nesses, and even the police would seem to raise doubts and concerns. 

Jiang ping
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Laws and rules don’t necessarily provide assurance of 
good governance and decisions.  
Just having laws in place doesn’t provide assurance that there won’t 
be problems. The U.S. has no shortage of laws and regulations, yet 
there have still been many examples of poor governance, even at 
companies with sound corporate governance policies and with board 
members having significant financial expertise. 

Also, having laws and rules doesn’t keep the media from creating 
inaccurate, sensationalistic stories that can take on a life of their own. 
The media can breed anger and unrest toward businesses, and can 
choose specific companies and leaders to single out.  Leaders from 
the financial sector argued that there is still significant anger directed 
toward banks, and this anger doesn’t discriminate between banks that 
were well managed during the financial crisis and those that weren’t; 
all banks are lumped together. J.P. Morgan, Barclay’s, and Jamie Di-
mon are examples that the media has targeted unfairly. Jeff Sonnen-
feld commented, “Sometimes they [the media] get it wrong.” When 
this occurs, individuals, companies, and shareholders can all suffer.

Further, financial data is often not reliable, transparency is lacking, 
and accounting scandals are common. One U.S. professor raised the 
question, “How far can China go without changing its political and 
legal system?”

Yet others countered that the U.S. and China are engaging in more 
than $500 billion in trade, meaning that the current legal issues must 
not be too great of a barrier. Participants commented that when there 
is money to be made, people seem to overlook systemic flaws. And, 
even without transparency and laws, when countries and companies 
want to be trading partners, they “figure it out and make it work.”

As China is developing new laws and improved corporate governance, 
the keys to making it work are:

•	relationships. In societies where the legal structure is still emerg-
ing, there is a necessity for close personal relationships. This 
includes having friends in powerful places in the government. This 
can result in an uneven playing field and social unrest.

•	principles. Laws may not yet be implemented or relied upon, but 
government officials and business leaders can build business rela-
tionships that are based on a set of governing principles.

CHen Zhiwu

Cai esheng
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Overview
Chinese business and government leaders are grabbling with major 
business and societal changes. China’s state-owned enterprises aspire 
to compete globally, which requires becoming more nimble, more 
responsive to the market, and more transparent. China’s citizens want 
cleaner air, a less polluted environment, and better health care. The 
challenge that leaders face is balancing complex and competing pri-
orities of economic and employment growth with the need to address 
critical social issues.

Context
Panelists discussed the pressures on Chinese SOEs, as well as major 
social issues that China is confronting, particularly health care and the 
environment.

Key Takeaways
state-owned enterprises (soes) are under pressure  
to change.
Views on SOEs differ. Some say that SOEs have benefitted greatly 
from state funding, and others say they are an instrument of state 
policy. One panelist suggested that SOEs have become too powerful, 
which limits the freedom and opportunity for private enterprises. To 
support this point, the argument was made that over the past five 
years, the most profitable enterprises in China have been state-owned 
banks. In contrast, the most profitable enterprises in the U.S. have 
been IT companies.

A Chinese business leader defended SOEs as being misunderstood 
due to different accounting standards. He argued that even with these 
different standards, SOEs produce reliable financial information in 
which investors can have confidence.

There was agreement that as SOEs invest overseas and begin to 
compete globally, their situation will change and they will be under 
far more pressure than has been the case in the past. SOEs will have 

to become more nimble, more responsive to the market, and more 
accountable. Previously, SOEs were protected from market forces and 
had a long-term perspective. They will need to adjust by being more 
attuned to the market, responding to the market, and shortening their 
perspective. One Chinese business leader predicted than over the next 
10 years the changes to SOEs will be beneficial and SOEs will emerge 
more competitive.

“It is now clear to SOEs, the 
situation will change. SOEs are 
under pressure to compete in open 
markets.”

 — Chinese CEO

China is trying to figure out how to expand health 
care while avoiding the problems encountered in the 
United states.
Leaders in China are wrestling with questions of how to expand ac-
cess to health care; how to pay for more health care; how to improve 
health care in rural areas; and how to incent the productive expan-
sion of health care while decreasing inequalities. There are no easy 
answers. 

In the U.S., the government has essentially behaved as a massive 
health insurance company, and has made commitments to benefi-
ciaries that now total more than $40 trillion. If the U.S. continues 
to spend on health care at its current rate, health care will eventually 
become 50% of the U.S. economy. This has created a debate in the 
U.S. around how to constrain health care spending.

An important lesson the U.S. has learned is that how doctors are paid 
matters a great deal. Doctors have traditionally been paid based on the 
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Doing business in China right now is extremely 
complex, requiring that business leaders balance 
multiple competing issues.
The CEO of an entrepreneurial Chinese company commented that 
the business environment in China continues to grow in complexity, 
and many problems remain that must be overcome. For example, he 
explained that wages in China have grown 25% per year for the past 
six years, meaning that in the future China will no longer be the low-
cost country it has been.

Government and business leaders have the very difficult responsibil-
ity of balancing conflicting priorities of GDP growth, employment 
growth, human rights, and environmental concerns. 

There are no simple or easy answers. While the United States often 
sees things as black and white, things in China are much more gray.

volume of care they provide, as opposed to the quality of care. This 
model is beginning to change. In China, doctors have made money 
by prescribing drugs. As a result, 90% of individuals with a common 
cold are prescribed antibiotics, compared to only 10–20% in the U.S.

The lessons from the experience of the United States about the im-
portance of physician incentives and about the need to constrain costs 
will help China’s leaders in making very difficult decisions.

environmental concerns are growing in importance for 
Chinese citizens and businesses.
It is widely known that air pollution and air quality in China are 
unusually bad. In fact, during the Summit, one city with a popula-
tion of 11 million had to close its schools because the air quality was 
so bad after people turned on their heaters due to cold weather. And, 
air quality is having a serious impact on health, as cancer is now the 
leading cause of death in China. Many within China are losing their 
patience about environmental issues.

The good news is growing awareness and discourse about pollution 
and the environment. There are now cell phone apps that provide 
daily updates regarding the amount of particulate matter in the air for 
different locations, and the Chinese government is comfortable that 
this data is given to the public. New laws are being passed related to 
the environment, with benefits for the public. Positive green activities 
are under way and there are calls for more investment in environmen-
tal activities.

For businesses, there is growing interest in “sustainable growth” and 
in learning about global best practices, with success stories beginning 
to be shared across China.

However, behavioral change is not easy. One expert in this area be-
lieves that Chinese leaders need to view environmental issues as a risk 
issue, affecting society, businesses, and the economy.

Zack Cooper

kevin Ye
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FU Chengyu recounted that when he was young, his goal was simply 
to be educated and have an adequate amount of food. As he grew old-
er, he wanted to be educated in the United States, which he achieved, 
earning a Master’s degree in petroleum engineering at the University 
of Southern California. 

He has since worked for 18 years for Chinese oil companies, dream-
ing of running these companies like U.S. companies. He has been 
involved in transforming companies into public firms, and putting 
corporate governance in place.

He sees China going through a period of significant and exciting 
change. While there are high levels of uncertainty, business leaders 
are learning, changing, and increasingly working together.

Presentation
The co-presenters recognized FU Chengyu for having created  
tremendous shareholder value, having increased Sinopec’s profits 
five-fold, increasing the company’s dividends, and increasing the 
reach of China’s state-owned oil companies by acquiring assets 
around the world. FU Chengyu is known as a consummate dealmak-
er. Under FU Chengyu’s leadership, Sinopec has made more than $10 
billion in overseas investments and increased its global footprint.

Beyond these impressive financial accomplishments, FU Chengyu 
is known as a leader who is focused on social responsibility, sustain-
able development, and employee wellbeing. He has made important 
contributions to his company, his industry, and his company.

Legend in Leadership Award:  
FU Chengyu, Chairman, Sinopec 
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