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March 25, 2008

The Honorable ROBERT C. BYRD

President Pro Tempore of the Senate, Washington, D.C. 20510
The Honorable NANCY PELOSI

Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR BYRD AND SPEAKER PELOSI:

We are pleased to transmit the record of our February 27 public hearing on “China’s Views of
Sovereignty and Methods of Access Control.”” The Floyd D. Spence National Defense Authorization Act
(amended by Pub. L. No. 109-108, section 635(a)) provides the basis for this hearing.

In this hearing, the Commission was generally told that the United States and China do not share a
common view of sovereignty and that China is actively attempting to protect and expand its sovereignty.
While strengthening its military capability to defend sovereignty claims, China is simultaneously pursuing
legal and diplomatic avenues of influence. Areas that potentially pose the greatest challenges to the
United States are in the domains of outer space and cyber space.

The opening panel on China’s Views of Sovereignty started with Dr. Allen Carlson of Cornell
University who asserted that, although “we commonly perceive China as having a sort of absolutist and
unyielding position on sovereignty,” in fact “its position has evolved and developed as its become more
deeply integrated in the international economic and political system.” He stressed the gradually evolving
nature of sovereignty concepts in the People's Republic of China, which have changed as the government
has interacted more with other countries. Dr. June Teufel Dreyer of the University of Miami asserted that
the PRC's position has evolved to a more rigid stance on issues of sovereignty. She reported that since the
1989 Tiananmen Square protests, the Chinese government has taken an uncompromising position in favor
of absolute state sovereignty in order to prevent outside entities from potentially aiding domestic political
unrest.

Dr. Robert Sutter of Georgetown University was featured on the second panel looking at China's
methods of advancing its sovereignty by non-military means. He stated that China's foreign policy has
shifted toward a “Gulliver Strategy,” whereby China attempts to build greater economic interdependence
with its Asian neighbors, including U.S. allies, so that these countries are more supportive of China and
less likely to join with the United States in efforts to pressure China. Dr. Sutter added that the "Gulliver
Strategy" has served to reinforce stability in Asia — which is consonant with the overall interests of the
United States, but that China remains a dissatisfied and aggrieved power. There is no guarantee that



changes in the balance of power and influence in Asia will not prompt China to adopt more coercive
means against Taiwan.

The third panel addressed China's methods of advancing its sovereignty by military means and
featured Mr. Roy Kamphausen of the National Bureau of Asian Research and Mr. Peter Dutton of the
Naval War College. Mr. Kamphausen pointed out that the Chinese military is the largest contributor of
forces to United Nations peacekeeping operations, of any Security Council permanent member, and its
growing capabilities and international activities are increasingly being used as an instrument to
consolidate and extend China’s sovereignty. Examples of this include greatly increased naval patrols in
contested waters and increased air surveillance flights over contested areas. Mr. Dutton noted that China's
interpretation of passage rights within its maritime Exclusive Economic Zone (EEZ) continues to differ
from that of the international community. He said China contends the right of free passage in the EEZ
under the Law of the Sea Treaty does not extend to reconnaissance missions by military aircraft of other
nations. The United States does not agree with that interpretation.

Dr. Jim Lewis of the Center for Strategic and International Studies and Mr. Philip Meek of the
Department of the Air Force were the final panelists of the day and addressed China's views of
sovereignty in outer space and cyber space. Mr. Meek explained how China uses "legal warfare” or
"lawfare,” to describe a type of preemptive advocacy and/or lawmaking regarding controversial issues
with the objective of advancing China's position. Dr. Lewis asserted that the best response by the United
States is continually to "assert its rights consistent with international law and practice."”

The prepared statements of the hearing witnesses and the complete hearing transcript can be found
on the Commission’s website at www.uscc.gov. Members of the Commission are available to provide
more detailed briefings. We hope this hearing and its materials will be helpful as the Congress continues
its assessment of U.S.-China relations.

Sincerely yours,
(';%% (T @J}@d\ig_

Larry M. Wortzel Carolyn Bartholomew
Chairman Vice Chairman

cc: Members of Congress and Congressional Staff
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CHINA'S VIEWS OF SOVEREIGNTY
AND METHODS OF ACCESS CONTROL

WEDNESDAY, FEBRUARY 27, 2008

U.S.-CHINA ECONOMIC AND SECURITY REVIEW COMMISSION

Washington, D.C.

The Commission met in Room 562, Dirksen Senate Office
Building, Washington, D.C. at 9:00 a.m., Chairman Larry M. Wortzel,
Vice Chairman Carolyn Bartholomew, and Commissioners Mark T.
Esper and Jeffrey Fiedler (Hearing Cochairs), presiding.

OPENING STATEMENT OF VICE CHAIRMAN
CAROLYN BARTHOLOMEW

VICE CHAIRMAN BARTHOLOMEW: Good morning, everyone.
Welcome to the second hearing of the U.S.-China Economic and
Security Review Commission's 2008 reporting cycle. We are very
pleased that you could be here today. I'd like to extend a warm
welcome to all of you and to thank you for your interest in the
Commission's work.

At today's hearing, we will be exploring the concepts of
sovereignty that are advanced by the Chinese government. In some
circumstances, these concepts are at odds with interpretations of
international law as understood by the United States and they also play
a role in conflicting territorial claims between China and some its
neighbors in Asia.

Furthermore, the continuing advances in outer space exploration
and use and in use of cyberspace raise questions regarding how
sovereignty is defined in these critical realms of economic and
information exchange and what are the rights of lawful international
access.

We hope that this hearing will add to the public dialogue on
these issues, which | am confident will assume ever greater importance



in the months and years ahead.

Throughout the day today, we will be hearing testimony from
distinguished members of the academic and public policy research
communities who will contribute their views and insights regarding the
positions of the U.S. and Chinese governments on issues of national
sovereignty and access to the global commons. A thorough
understanding of these issues will be of tremendous importance in the
future of U.S.-China relations and we hope that this hearing will assist
the public and policymaking community in coming to better informed
judgments on these complex and difficult issues.

The cochairs of this hearing are my esteemed colleagues,
Commissioners Mark Esper and Jeffrey Fiedler. 1 would now like to
turn the microphone over to Commissioner Fiedler for his opening
remarks.

OPENING STATEMENT OF COMMISSIONER JEFFREY FIEDLER
HEARING COCHAIR

HEARING COCHAIR FIEDLER: Thank you. The Commission's
mandate from Congress requires us to closely monitor the economic
and security dimensions of the U.S.-China relationship. I'm pleased to
cochair this hearing on China's views of sovereignty and methods of
access control, which have significant implications for U.S. interests
around the world and for international peace and security.

The purpose of this hearing is to assess China's views of
sovereignty, to examine China's access controls of both a military and
a non-military nature, and to determine the impact of those access
controls on U.S. national security.

As China's economic power grows along with its political
influence in global affairs, clearly understanding how Chinese views
on sovereignty diverge with the views of the United States, as well as
the views of the broader international community, is vital to our
efforts to avoid potential conflict, not just in Asia, but around the
globe.

With China's continued military development and expanding
global reach, it is vital that the United States play a role in
encouraging China's compliance with international standards and its
cooperation in global security efforts. Additionally, this hearing is an
opportunity to consider what the United States can do to encourage
China to more fully and vigorously implement its commitments.

I look forward to the testimony of our expert witnesses and to
the recommendations that they may provide for consideration by the
Commission. Thank you again for being here, and | will turn this over
to Commissioner Esper.
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OPENING STATEMENT OF COMMISSIONER MARK T. ESPER
HEARING COCHAIR

HEARING COCHAIR ESPER: Thank you. | would like to
welcome everyone to today's hearing. | am pleased to be serving as a
cochair for this hearing along with my colleague Commissioner
Fiedler.

As mentioned today, we will be examining China's views of
sovereignty and the methods China might employ to protect and
advance its sovereignty. There are several ways this might be
accomplished. The development and employment of military force is
one method that comes first to mind. As we are all well aware, China's
defense spending has increased at a rate of over ten percent annually
for the last several years. The Chinese defense budget increased more
than 17 percent in 2007 alone, hastening the pace of Beijing's military
modernization.

Fielding more capable systems and forces has increased China's
ability to safeguard its sovereignty and control air, land and sea
access. Its demonstration of an anti-satellite weapon has shown that
China possesses the ability to pursue its interests in space.

Yet, even with China's military advances, we should not restrict
our analysis to this domain. China appears to be taking a much broader
approach in how it protects its sovereignty to include areas such as
domestic legislation, international law, and strategic communications.

These may all be employed prior to or as a precedent for military
action. As such, we look forward to our panelists helping us define
and examine these non-military means of safeguarding and advancing
Chinese sovereignty claims. We hope to look at this issue both
historically and prospectively with a particular emphasis on outer
space and cyberspace.

Some excellent witnesses have agreed to appear before us today.
I look forward to the insights they will provide this Commission on
these issues, and | would like to thank all them for being here today.
Thank you.

HEARING COCHAIR FIEDLER: Thank you. We are waiting for
Senator Nelson to arrive, Bill Nelson from Florida, who's first on the
agenda this morning, and he should be here shortly.

[Whereupon, a short recess was taken.]

PANEL Il: CHINESE VIEWS OF SOVEREIGNTY

HEARING COCHAIR FIEDLER: We will get started and with
- 3 -



the forbearance of our witnesses interrupt you when Senator Nelson
arrives and then resume when he's finished.

Our first panel is Dr. Allen Carlson and Dr. June Teufel Dreyer,
a former commissioner of this august body.

Dr. Carlson is the author of Unifying China, Integrating with the
World: Securing Chinese Sovereignty During the Reform Era. He is a
professor of political science at Cornell University. He is currently
working on a new research project that examines China's rise and the
future of U.S.-China relations from the perspective of nontraditional
security issues.

Dr. Dreyer is a professor of political science at the University of
Miami and, as | mentioned, a former commissioner. Her research
focuses on Chinese politics and defense issues. Among her many
books is the Chinese Political System: Modernization and Tradition,
which is now in its sixth edition.

Professor Dreyer is currently a fellow of the Foreign Policy
Research Institute and serves on the USCI Board of Scholars. She is a
member of the International Institute of Strategic Studies in London
and of the editorial boards of Orbis and The Journal of Contemporary
China.

Welcome. We will start with Dr. Carlson. 1| just remind you that
our procedure and rules are you have seven minutes. We'll enter your
testimony into the record. We have a bunch more time this morning
than we might normally have so we may let you go a little bit longer.
Thank you.

DR. CARLSON: As an academic who is used to having grad
students and undergrads at my disposal, I normally get about two
hours. Will that be enough?

VICE CHAIRMAN BARTHOLOMEW: Will we be tested at the
end?

STATEMENT OF DR. ALLEN R. CARLSON,
ASSOCIATE PROFESSOR, GOVERNMENT DEPARTMENT,
CORNELL UNIVERSITY, ITHACA, NEW YORK

DR. CARLSON: No, and | will keep my remarks short, in
particular because I'm very interested to hear the sort of questions that
will come from the Commission and engage in dialogue.

I also would like to thank you for inviting me. It's a real honor
to be here. | think the Commission has done some really interesting
work over the past five, six years, since it was created, and I'm
particularly happy to be here because I've spent really the past ten to
12 years thinking on a daily basis about sovereignty and sovereignty-
related issues. I'm happy to share some of my research findings with
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the Commission.

I'll begin, I think, when | very first started this, the work that
I've done on sovereignty, and when 1 realized that I was on to
something of importance, | was in Beijing doing interviews--it was one
of the first interviews | had done--and | was meeting with the man who
was then the head of the American Studies Institute in Beijing, who
told me before | even started the interview, that he had thought for a
long time about writing a book on Chinese foreign policy, and was
going to call it “Defending Sovereignty.” He proceeded to say he
never got around to it; he thought it would be too controversial and
didn't write it.

But, at the time | thought if this man, Wang Jisi, thought this
was an important issue, then | should probably spend some time trying
to make sense of it.

The difficulty when we turn to thinking about sovereignty,
though, not just in a China context, but thinking in terms of
international politics, is it's something that's widely perceived, widely
understood as being crucial to international relations, a cornerstone to
the contemporary international system.

Yet, | think it's also quite poorly understood both by academics
and policymakers. Presidents and leaders talk about, but what's the
substance of such a comment, and so I've spent a fair amount of time
thinking of how to conceptualize, how to make sense of this in a way
that can be broken down, and essentially | came to the conclusion that
it makes sense to think of sovereignty not as a single entity but rather
as a set of kind of interlocking components.

It's not one thing; it's a number of different things in the
international system, organized around different sort of issue areas or
components, and | broke it into four parts--what | call territorial
sovereignty, thinking about boundaries; jurisdictional sovereignty,
which is the right of the state over a people; sovereign authority,
which basically is composed of the principle of noninterference; and
economic sovereignty, the right to control economic activity within a
territorially defined unit.

When we look at sovereignty in this way, we can see that it
means a lot of different things in different places, and then | think
much of statecraft, much of diplomacy, on the world stage actually
consists of leaders and policymakers trying to define where the lines
that sovereignty creates are located and what they mean.

This is particularly important in the China case because it's
obvious that Beijing places a heavy, heavy emphasis on sovereignty.
From the beginning, from Mao in '49 talking about China standing up,
China has been a country which has said sovereignty forms a
cornerstone of its relation with the rest of the international system.
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I think then we commonly perceive China as having a sort of
absolutist and unyielding position on sovereignty. If you pay attention
just to Chinese rhetoric, just to the words that appear in places like
Renmin Ribao and elsewhere, it does indeed seem as if China has one
position.

However, if you look more broadly, particularly at the four issue
areas that | just laid out, it's possible to discover that China has been
fairly flexible on sovereignty over time, and moreover, its position has
evolved and developed as it becomes more deeply integrated in the
international economic and political system.

| find this to be the case in both Chinese policymaking and in
discussions of sovereignty within China. So one of my basic points |
want to make today is that the Chinese position on sovereignty has
changed and it's also not all that different than what you find in other
developing states where there's a sense that sovereignty is a hard-won
right, but also a need to balance this right with the obligations that
come with being a player within the international system.

On the four issue areas that I discuss in my written testimony,
just very briefly, China starts out in the late 1970s being very
defensive of its territorial boundaries, having engaged in border wars
with each of its major neighbors.

On the jurisdictional component, it takes an absolute stance in
terms of its right to rule over Tibet, Taiwan, Xinjiang, and to a certain
extent Hong Kong.

In regards to sovereign authority, there is no question there will
be no interference in China's internal affairs. China completely rejects
the principles of international human rights, for example. It's not a
member of any of the treaties.

On economic sovereignty, China is also fairly insulated, not
entirely insulated, but isn't a member of any of the major international
economic organizations.

Over the past 30 years, the Chinese policy on each of these four
issues has changed. In regards to territory, China has gone from using
force to using treaties to secure its boundaries. Yes, there's still a
military presence along China's borders, but look at the agreements
that China makes with the Central Asian republics, with Russia, the
CBMs it reaches with India, even to a certain extent its handling of the
South China Sea. It relies more on international law, not ceding
sovereign rights, but uses a different way of securing those sovereign
rights.

On jurisdictional sovereignty, the relationship to Tibet, Taiwan,
Xinjiang and Hong Kong, there's a moment in the early '80s, I think,
where China's position is a little bit more flexible, beginning a sort of
talk of talks with the Dalai Lama and even with the KMT on Taiwan.
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Over the course of the '90s, that policy falls apart as China feels
it's being too directly challenged, and actually the position, | think,
becomes more intransigent over time in dealing with those regions.

On sovereign authority, while China's human rights record still
leaves a lot to be desired obviously, one shouldn't overlook the fact
that China is now part of the system. It has signed on to all of the
major multilateral human rights treaties, has allowed for a limited
number of bilateral and multilateral delegations to come into China to
look at human rights conditions. And | think that this doesn't
necessarily mean that China now has a strong human rights record, but
it's better than it was in the past.

Fourth, on economic sovereignty, and this is where change has
been enormous, in the process of gaining admission or trying to get
into GATT and finally getting into the WTO, China has really accepted
the diminution of its sovereign rights. Nick Lardy has talked about
this being "WTO-plus"” sort of obligations.

Out of all of this, I think what we look at is the fact that China
has compromised, is relatively pragmatic on sovereign rights, has
come out of a history in which sovereignty is seen as a hard-won,
something which is to be valued in and of itself, but can be negotiated
on when the right incentives exist.

Those incentives largely come from international pressure.
When the pressure is too strong, there is a backlash, but if it's
calibrated, if there's an international consensus when it comes to
things like human rights or on WTO issues, China is willing to move
forward, and | think that you'll see the same dynamic looking to some
of the specific issues that are being dealt with by the Commission
today. The difficulty being that there isn't a consensus in international
politics today about, for example, the arms race in space or about
Internet controls.

| think China will be a player in trying to define how
sovereignty extends into these new issue areas, and | would hope that
America may take a role in helping to shape China's vision or what
these roles will be. However, this will not be an easy process; it will
probably be quite tenuous and at times contentious. But we shouldn't
begin from seeing China as having some sort of an extreme position on
this set of rights. Rather, it's one that's changed and again isn't that
far out of sync with the positions that other players in international
politics have taken.

| went a little bit over but not much. Thank you.*

* Click here to read the prepared statement of Dr. Allen R. Carlson
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http://www.uscc.gov/hearings/2008hearings/transcripts/08_02_27_trans/Carlson.pdf

STATEMENT OF DR. JUNE TEUFEL DREYER

PROFESSOR OF POLITICAL SCIENCE
UNIVERSITY OF MIAMI SCHOOL OF BUSINESS
ADMINISTRATION, CORAL GABLES, FLORIDA

DR. DREYER: | envy Dr. Carlson who can take two hours to
talk to his students. I've noticed that as soon as the time runs out on
my class, the kids are already picking up their books and on their way
out of the classroom. As a footnote: Dr. Carlson mentioned Wang
Jisi, and 1 just want to second the opinion. This is a very
knowledgeable, very thoughtful individual. Obviously he does not
step far outside the party line, but he was educated, | believe, at the
University of Texas and the University of Michigan, among other
places, and he knows us well as well as being a very bright guy.

To talk about Chinese attitudes towards sovereignty, to me it's
always been extremely ironic that the Chinese empire did not accept
the concept of sovereignty. It believed it ruled all under heaven, and
other political entities presented tribute and were rewarded
concomitantly.

I am reminiscing about when | was a student, and my professor,
who was an older Chinese fellow with coke-bottle thick glasses and a
perpetually very puzzled expression, was telling us that the way the
Chinese dealt with "all others” who were not considered civilized was
by buying them off so they didn't attack China. We in the class
thought this was extremely amusing, whereupon Professor Yong looked
even more puzzled than usual, and said “I don't understand why you all
are laughing because isn't that what American foreign policy and
foreign aid are all about? And I thought, “you know, he's right.”

In any case, Mao Zedong was not going to accept this. He had a
very hard-line absolutist policy on sovereignty, and this is enshrined
in the so-called Pancha Shila, the five principles of peaceful
coexistence which actually come out first in the Sino-Indian Treaty of
1954,

You can see this implicit hard-line position on absolute
sovereignty: mutual respect for each other's territorial sovereignty and
integrity; mutual nonaggression; mutual noninterference in each
other's internal affairs; equality and mutual benefit; and peaceful
coexistence.

Chinese public statements ever since then have upheld this
principle of absolute sovereignty. There's a quote in the paper here
which is very typical. This is Jiang Zemin to the president of
Argentina: China "never gives in to any outside pressure on principles
related to China's state sovereignty and territorial integrity.”

Frequently, this is justified in reference to China's "century of
humiliation” by western powers and Japan.
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This very strong defense of sovereignty occurs at a time when
sentiment among western powers, which after all came up with the
concept of sovereignty and enshrined it in the Treaty of Westphalia of
1648, is eroding. There is more and more talk that a system which was
wonderful for 1648 in settling the Thirty Years War among a relatively
limited number of states is not suitable for today's world in which we
have approximately 200 states and in which, at least in theory, there is
increasing economic interdependence across state borders.

In the decade after Deng Xiaoping came to power, approximately
1978, (he was re-re-rehabilitated in July 1977), he vowed to open
China, speed it toward industrialization and prosperity, open it to the
outside world. There were certain indications that China was
beginning to accept the doctrine which is known as "perforated
sovereignty.” It's not a term I like, but it's a standard term.

Evidence adduced in support of that is China's willingness to
accept a less than absolute sovereign arrangement for the return of
Hong Kong to Chinese rule, for its willingness to go into court to
settle an ancient dispute regarding Imperial era bonds, the Huguang
Railway bonds case, and in the fact that it's willing to enter
negotiations for the United Nations Convention on the Law of the Sea.

This changed after 1989.

HEARING COCHAIR FIEDLER: June, may | interrupt for
Senator Nelson?

DR. DREYER: Certainly.

SENATOR NELSON: Please excuse me.

DR. DREYER: My fellow Floridian.

SENATOR NELSON: Good morning.

PANEL I: CONGRESSIONAL PERSPECTIVES

HEARING COCHAIR FIEDLER: Good morning. We are pleased
to hear from Senator Bill Nelson of Florida. Senator Nelson was first
elected to the United States Senate in 2000, a life-long Floridian. He
has previously served six years as a member of the Florida state
cabinet, 12 years as a congressman.

Senator Nelson is an expert on NASA, who after intensive
training spent six days on the space shuttle Columbia in 1986. We're
all still deeply envious of his experience. He became the second-
sitting member of the United States Congress to fly in space and is
currently the only sitting member to have flown.

Senator Nelson currently serves on the Armed Services
Committee, the Foreign Relations Committee, the Intelligence
Committee, the Budget Committee, and the Committee on Aging.

Senator Nelson, we are pleased to hear your views today.
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STATEMENT OF BILL NELSON
A U.S. SENATOR FROM THE STATE OF FLORIDA

SENATOR NELSON: Thank you, Mr. Chairman, and thank you
all for the work that you're doing to try to protect critical American
computer networks from the hacking and the cyber attacks.

What we see happening with China vis-a-vis their intrusion into
America doesn't surprise me. It was about almost 20 years ago that as
a young member of the House of Representatives, | tried to get the
Reagan administration that was hell bent on approving American
satellites to be integrated on top of Chinese rockets, that I warned
them there was going to be technology transfer, and at the insistence
of the American satellite manufacturers which wanted all the more to
do business by selling more satellites for a different launcher, there
was just no listening in the Department of Defense of Casper
Weinberger or the Department of Commerce of the Reagan
administration.

And sure enough, that's exactly what happened. A lot of
technology transfer even though there were all the protestations and
hand-wringing about how they could keep a firewall and there would
not be the transfer of that technology.

Just two weeks ago, four people were arrested in two separate
spying cases in the U.S. They were accused of spying for China as it
IS now acquiring more and more of our trade and classified secrets
including some of our rocket designs and the technology that they were
getting about our space shuttle.

For that matter, the Soviets did that too. The Soviets built an
almost exact replica of the space shuttle, called Buran, and trained a
whole cadre of cosmonauts to fly it and flew it once but without
cosmonauts, and then saw that the tradeoffs of the expense were too
great since they had such tremendous success, and still do, with their
Soyuz spacecraft.

Clearly, it's a truth that the American policy of protection
depends a lot on our space assets including some that are not classified
such as the GPS, the Global Positioning System, communication
satellites that are not classified, and yet our own Justice Department
says the recent spying cases are only the latest mark in China's
ongoing "adept and determined,”--and that's their words--Justice
Department--"adept and determined"” attempts to gain top secret
information about our military and about our protection.

One Assistant Attorney General, Ken Wainstein, said it's not just
a threat to "our national security [but also] our economic position in
the world"--end of quote.
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Well, we have a different ethic in which we operate under the
rule of law over here, and we have the constitutional protections, and
one of the amendments to our Constitution says the right of the people
to be secure in their persons, houses, papers and effects against
unreasonable searches and seizures shall not be violated.

That's to protect us from the intrusion of our own government in
our lives. And yet that's what's happening with the Chinese intruding
into our own lives right now and they are everywhere.

Monday morning, there was another news item. It was that in an
effort to limit its citizens' access to YouTube, the government of
Pakistan accidentally prevented two-thirds of the world's Internet
users from reaching YouTube, and that incident may have been an
accident, but it highlighted how a foreign government, in this case,
Pakistan, and you could substitute foreign spies, could wreck havoc on
what is now a globally connected international community of
countries.

And now America's reliance on our Internet has grown so
exponentially that everything, government, military, financial
institutions, subways, utility companies, all rely on this unfettered
access to the Internet.

So a catastrophic collapse of the Internet, particularly if it
resulted from a coordinated attack, could cripple not only our
government but our economy as well.

In the open session before the Senate Intelligence Committee
earlier, about a month ago, the DNI warned that China has, quote, "the
technical capabilities to target and disrupt elements of the U.S.
information infrastructure™--end of quote.

Just last December, it was reported that Chinese hackers had
launched a, quote, "sophisticated cyber attack on the Oak Ridge
National Laboratory,” and the laboratory's director said that that attack
which lasted several weeks was an attempt to gain access to the
computer networks at numerous laboratories and numerous institutions
across the country.

These incidents may have contributed to a collapse last week of
a proposed, over $2 billion, merger between 3Com and a Chinese
technology firm that was founded by a former military officer. Now,
after a bunch of us have expressed concern over the merger's
implications for U.S. cyber security, the Committee on Foreign
Investment in the United States refused to approve its terms.

So we best start getting concerned and serious about cyber
security, and it's going to require billions of dollars and it's going to
require extraordinary interagency coordination. America is clearly
going to have to exert some leadership to prevent China and other
nations from irresponsible actions, not only in cyberspace but outer
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space, and you know what I'm talking about.

How many speeches have | made on the floor of the Senate, and |
hear a deafening silence? How many times have | railed in the Space
Subcommittee about the thousands and thousands of pieces of debris
that are up there at about 400 miles high that threaten all the nations
of the world's space assets because China launched an anti-satellite
weapon with clear warning to all the nations of the world, so that we
could see it?

It was one of their old weather satellites. They took it out.
They busted it to smithereens, and there's thousands and thousands of
pieces of debris.

People say, well, the U.S. has debris. Yes, we catalogue it, but
we try not to put additional debris. Well, you say, well, you just
knocked down a tumbling satellite. They knocked that down for a
different reason, and oh, by the way, it wasn't up at 400 miles; it was
at 120 miles. And those pieces that they wanted to get of that 1,000
pound hydrazine tank so that it wouldn't come back to earth and hurt
somebody, and they would have more of a chance to get it into, as it
degrades in the atmosphere, into a safer landing, those pieces will burn
up because there are no big pieces.

But it's going to take decades for the debris from the Chinese
ASAT test to come down. In the meantime look at all the space assets
that are at risk. And so as more and more nations have their own space
ventures, it underscores all the more the need for spacefaring nations,
for these nations to start to have some rules of the road in space.

This doesn't have to be some huge gargantuan agreement, the
kind that have bogged down in the past, but about focused efforts to
deal with the real challenge of the use of space. We need to better
define and try to promote good behavior in space and discourage the
irresponsible and threatening behavior.

There are estimated, and this is public information, some 140
million pieces of debris that swirl about the planet in low earth orbit.
Some of it is stuff like dead satellites. Others are just nuts and bolts.
I'll never forget looking out the window of the space shuttle, and
there's a washer that's floating right along with us, at 17,500 miles an
hour.

Some debris up there is natural. NASA and the Air Force
identify and track the larger pieces, but the bulk of the debris is too
small to track and something as little as a paint chip as we saw when it
hit the window of the space shuttle can cause a serious crack.

So with their tests, the Chinese added a couple million pieces of
space junk in low earth orbit potentially jeopardizing many of the
spacefaring nations of the world.

So, Mr. Chairman, | kind of give you a sobering picture of as we

- 12 -



deal with China. You're looking at someone that has reached out to
the Chinese. | invited their taikonaut, who is a real hero just like
Gagarin was in the Soviet Union, to come over here and, lo and
behold, the day that the Chinese Ambassador brought him to my office
and we started having a wonderful meeting, who ends up in the office
unexpectedly but the second man on the moon, Buzz Aldrin.

So | introduced him to the taikonaut, and it was all the more of a
good experience there. We have this opportunity for good experiences.
Now, that the Chinese are so sensitive about their stature in the world
with the upcoming Olympics, we have all the more opportunity, and |
am an optimist, but you better be a realistic optimist with what we are
dealing with, and | believe many of vyour Commission's
recommendations take the right approach that protect our interest first
and foremost, and | want to thank you for the opportunity to come
here.

I'm going to have to excuse myself. It's one of those days that
I'm supposed to be in three places at once, and | apologize for being
late, and thank you, Dr. Dreyer, for the courtesy that | could step in
and make some comments.

HEARING COCHAIR FIEDLER: We quite appreciate it,
Senator. Thank you.

SENATOR NELSON: Thank you, Mr. Chairman. Thank you.

PANEL Il: CONTINUED

DR. DREYER: May I start again?

HEARING COCHAIR FIEDLER: We have the necessity for you
to recoup so we'll give you some additional time.

DR. DREYER: 1 was saying that this apparent evolution toward
a more or less absolute version of sovereignty was shattered by
Tiananmen, and it's important to remember that these demonstrations
were put down not just in Tiananmen Square but in a hundred other
cities in China at the same time. What we call the Tiananmen incident
was a large number of mass demonstrations.

Chinese policy then reverted to an absolute hardlinism because
the leadership saw international interference in China’s domestic
affairs. The leadership’s reaction to “how dare you massacre
civilians” was, “well, how dare you say we can't if that's what we feel
we must do" kind of thing.

The flaw in the argument that China brooks no interference in its
domestic affairs, but it is willing to compromise on international
affairs, is that there's leakage between the two spheres. In other
words, this isn't in my paper--what they will do is see a linkage
between some international event and some domestic spin-off that they
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need to worry about.

An example is China’s tremendous reluctance to, in fact it’s
threatening to veto the United Nations' initiative to get lIraq to
disgorge Kosovo. The Chinese say this is unwarranted interference in
the domestic affairs of Irag. When people said “but Kuwait is a
recognized sovereign state [whose territorial integrity Iraq had
violated]” their answer was, this is a matter of record, is “two wrongs
don't make a right”. Clearly what they're seeing here is some effort,
some spin-off with regard to Taiwan or Tibet or Xinjiang, and they got
more strident about that with regard to the NATO initiative in Kosovo
because Kosovo was not a recognized sovereign state.

So, yes, they are willing to negotiate. They will occasionally
compromise but not on a principle, but on a given issue, without
sacrificing the principle behind it. One example is in February 1992,
when the National People's Congress passed a unilateral law annexing
all kinds of disputed territories. The Japanese government got
extremely upset because some of those are territories that are, in fact,
not just claimed but actually administered by the Japanese.

The Japanese Foreign Ministry said, “well, you know, this really
plays into the hands of our hardliners, and furthermore it could
jeopardize the visit of the Emperor and the Empress to China,”
knowing of course that the Chinese wanted very much for the Emperor
and the Empress to come visit.

So the Chinese Foreign Ministry issued a statement saying that
this law didn’t change our previous policy. The visit of the Emperor
and the Empress took place, but the law remains: the Chinese have not
backed away from the principle, and the Japanese are still suffering
with submarines and so on, appearing in waters that they claim are
theirs.

So | would say that these are certain compromises that are
tactical, but they are definitely not strategic.

There is a lot of talk about the International Law of the Sea.
Here China has accepted certain, | emphasize certain compromises, but
again you find that they do not sacrifice the principle, and we have
been arguing with them about our different interpretations on the Law
of the Sea for a long time. For one thing, they produced an exception
right after they signed it, and they say that our warships and anybody
else’s warships do not have the right to transit their waters without
their prior permission.

The United States and other countries' positions is that there is
nothing in the Law of the Sea that prevents that. We do not need to
seek permission as long as we are not there for economic exploitation.
So again they have not compromised on principle there. There has
been a tactical compromise which is not a compromise on principle.
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Information technology, cyberspace, the Chinese have attempted,
so far without complete success, to impose what we might call
information sovereignty. In the sense of saying, in essence, that
there's a wall between China’s cyberspace and your and everybody
else's cyberspace.

If you would just allow me a few seconds to address that
question on differences of opinion among the Chinese ministries.

HEARING COCHAIR FIEDLER: Okay.

DR. DREYER: Most of us believe that there must be differences
of opinion among the different Chinese policy communities on this.
The problem is that the evidence is very hard to come by, and an
example | give in the paper is that, if you really look carefully at the
different statements that the different Chinese entities were iterating
after the collision of the American EP-3 plane and the Chinese fighter
plane, you will be able to ascertain that the statements from People's
Daily, which is the house organ of the Chinese Party Central
Committee, and those of the Chinese Foreign Ministry take a somewhat
softer tone than those coming out of the People's Liberation Army.

The problem is you don't know what that really means. Does
that mean a difference between the Foreign Ministry and the party, on
the one hand, and the military on the other? Or are they trying a good
cop/bad cop situation in which the People's Liberation Army is trying
to assuage the already stoked up public opinion while the Foreign
Ministry is leaving open some leeway for compromise? Or is it some
third factor we have not heard? Is there really a difference between
some PLA hawks and some Foreign Ministry soft-liners?

I would conclude that one reason for Beijing's continuous hard
line on sovereignty could be a result of its leadership’s fear that after
this leadership has consciously stirred up feelings of nationalism in
the Chinese public, if they are then seen as being weak on the issue of
sovereignty, it may destroy their legitimacy and induce public opinion
to rise against them.

Another reason may be that the hard line generally works with us
as a negotiating technique. If our negotiators really buy into this idea
that China is a fragile superpower that the United States cannot allow
to fail, it may induce feelings of, well, we can't push them too hard on
this or they're going to disintegrate, and this could have a very bad
effect on our sovereignty.?

Panel I1: Discussion, Questions and Answers

HEARING COCHAIR FIEDLER: Thank you very much.

> Click here to read the prepared statement of Dr. June Teufel Dreyer
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Commissioner Esper, you want to start first?

HEARING COCHAIR ESPER: Thank you both for vyour
testimony. It's very interesting. My first question is for Dr. Carlson.
Dr. Carlson, you mentioned how China's views of sovereignty are
evolving, integrating more with the international community.

The question | have is this: Do you see that more as a
fundamental change in their view of sovereignty or a tactical approach
that differentiates China in terms of signing on to a treaty and actually
implementing it? Both of you mentioned the Law of the Sea Treaty,
which is a case in point where we see examples of, indeed, China
signing on to the treaty, but, in practice and interpretation Beijing
takes different views.

So is it an actual evolution in their strategic thinking or in their
philosophy with regard to sovereignty?

DR. CARLSON: Sure. |1 think that's a great question. And I
think that it varies from issue area to issue area. Again, sovereignty is
a pretty nebulous term. Perhaps we can all agree on that, and it only
takes on meaning when we look more specifically not just at what
states are saying but what they're doing as well.

I believe that committing to a treaty is a significant action, and
so in this regard, for example, the obligations that China takes on with
WTO represent a fairly fundamental shift in China's approach to
economic issues, and on compliance, the record has been mixed, but I
think that they're trying; right? | mean they didn’t sign on with no
intention whatsoever of following through.

In other issue areas, for example, in regards to human rights,
there it may be more tactical. But let's not forget when we look at
Eastern Europe and the Soviet Union, initial tactical concessions ended
up kind of catching up to the state, thinking about the Helsinki
Accords and elsewhere.

So on that side of things, it's best to take a longer time frame,
maybe over 20, 30 years, and, in addition, in international
interventions, multilateral inventions, June correctly talked about the
Chinese response to Kosovo.

It's also significant to note only a few months later, China was
on board with what was going on in East Timor, so there's a degree of
pragmatism here, and a lot is settled in and the to and fro of
diplomatic exchanges, and that's why America can have a role here.

When we press too hard--it's without calibrating the amount of
pressure--when we press too hard or if it's on too central of a security
issue, for example, Taiwan, there's likely to be blow back, and the
Chinese position becomes more intransigent.

When it's the U.S. acting in concert with other players in the
international arena, when there is some sort of an economic incentive
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that's on the table, then China can get pretty pragmatic when it comes
to dealing with this.

I'm more interested in that side of things than thinking about the
assertiveness of the Chinese state maybe in regards to cyberspace or
outer space where the norms are even less well defined.

HEARING COCHAIR ESPER: Okay. My second question is for
Dr. Dreyer. And Dr. Carlson, if you have views as well, I would like
to hear them. You both spoke about Chinese views with regard to
sovereignty, that they for the most part don't compromise on the
principle, and they buy into the concepts of mutual noninterference,
but yet I'm curious as to how they can take that view, on one hand, but
on the other hand seem to take actions that arguably violate others’
sovereignty such as sending submarines into Japanese waters?

You would think that they would have a reciprocal view when it
comes to addressing their own sovereignty with regard to others, but
yet you don't always see that in their strategy or in their policy.

DR. DREYER: 1 don't think they do have a reciprocal idea. |
think this is one of the things that got President Carter is so much
trouble with regard to negotiating with the Chinese, that he thought
that if he made certain concessions, they would make certain
concessions, and then found they don't make concessions.

I would certainly agree--in fact, | say so in the paper--that
China's acquiescence on East Timor and Kosovo independence have
definite implications for Taiwan. The Chinese government may deny
it, but they are there, and so there I would agree with Dr. Carlson on
that one.

But I don't really see taking the long view, 20, 30 years, is going
to be a solution to this. | think that is what perhaps Jim Mann was
talking about when he talked about "the soothing scenario.” Naturally
I think--as those of you who know me know this, I'm a pessimist by
nature, and | suspect that Dr. Carlson is an optimist by nature, and that
accounts for the slight differences between us.

DR. CARLSON: Just briefly, Stephen Krasner from Stanford,
and long at the State Department as well, in his work on sovereignty
defines it as organized hypocrisy. And so it's not just China that is
selective. | think if you look around the globe, you're going to find
leaders picking and choosing when their sovereignty is to be defended,
when it's to be compromised on, and how to deal with others.

HEARING COCHAIR ESPER: Thank you both.

HEARING COCHAIR FIEDLER: Commissioner Wessel.

COMMISSIONER WESSEL: Thank you both for being here.
June, it's great to see you on the other side of the table this time.
Thank you for participating. 1'd like to ask a question relating
actually to a hearing we held several weeks ago on sovereign wealth
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funds, sovereignty being a key question there.

How do the Chinese look at sovereignty over their business
affairs? Can one differentiate between a Chinese company and the
actions of its government? Do they view any Chinese entity as being
an extension of their policies? We've seen the "go out" theory, et
cetera, et cetera.

Conversely, how do they view U.S. companies doing business in
China? Do they view those as being under their sovereign control?
Should we see ourselves as having any extraterritorial reach, if you
will, over entities? We've been told that our own companies are agents
of change in China.

If you can comment on that and how they view business affairs,
the extension of their economic affairs, et cetera? Both witnesses,
please.

DR. DREYER: Yes. You always did ask tough questions. The
Chinese government does want its companies to do what it wants
internationally, and there have been various complaints, particularly
with regard to Latin America, that I know of, and perhaps elsewhere
that 1 do not know of, that when the Chinese government wants one of
its companies to acquire something, it will make it easy for that
acquisition to take place by providing this company with superb
subsidies so that it can outbid the competition from Britain, the
Netherlands, the United States, et cetera, to the extent where they are
acquiring these assets, particularly energy assets, and sometimes
mining assets at valuations, at prices that are very much higher than
the valuations.

This has caused some whining, and | can see the other side of it
as well. As Commissioner Reinsch is probably about to point out, if
you pay too much for something, let's say oil is $75 a barrel, and then
a year later, oil goes up to whatever it traded at this morning, 100 and
something--

COMMISSIONER REINSCH: 102.

DR. DREYER: Yes, 102--then maybe you haven't made such a
bad deal after all. But the important point here is that it is the
Chinese government that is making it possible for these entities to do
this, and | think the Chinese are very concerned about what their
sovereign wealth can do. Why wouldn't they because they have the
world's largest foreign exchange assets.

I would be aware of the other side of the question--that
American companies in China are going to change China, because it
mostly seems to go the other way. China is able to bend the companies
to its own will, as | think President Clinton found out rather early in
his presidency. The influence seems to go the other way. I'm
reminiscing about the sadly deceased Representative Tom Lantos'
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characterization of Jerry Yang as a "moral pygmy" and things like that.

COMMISSIONER WESSEL: Dr. Carlson.

DR. CARLSON: Just briefly, one of the difficulties in
answering your question is the general lack of transparency when it
comes to the policymaking process in China.

I think that Dr. Dreyer's assessment may be correct, but | also
have grad students who are in the field who are trying to figure out
actually what the relationship is between companies and various
ministries. This is a huge state, it is incredibly complex, and also
fairly secretive.

So to assume that there is some sort of direct control, there
would be a degree of coordination that exists here that so far I don't
think that we have a lot of evidence to support.

COMMISSIONER WESSEL: But let me parse that if | could.

DR. CARLSON: Sure.

COMMISSIONER WESSEL: Understanding that we don't have a
lot of transparency and that we don't know how much control, in their
view of sovereignty, to the extent you know, do they view Chinese
companies, whether doing business in China or in their activities
elsewhere, as being within their sovereign control? So that a Chinese
entity is a Chinese entity no matter where it does business?

DR. CARLSON: 1I'd have to say that I don't feel confident about
answering the question. Also because it involves money, and as an
academic, | don't see a lot of that.

COMMISSIONER WESSEL: | won't touch that question.

DR. DREYER: Mike, I would say that they do view the company
as an extension of their sovereignty, but that that doesn't mean the
company will always behave that way.

If some member of, or some CEO of that company steps far out
of line, you can be sure that that person will be fired immediately, but
the trick in China is always not outright defiance, but “how can 1 sidle
around the rules,” and you do find these companies sidling around the
rules when they feel it's to their economic advantage.

COMMISSIONER WESSEL: Thank you.

HEARING COCHAIR FIEDLER: Vice Chair Bartholomew.

VICE CHAIRMAN BARTHOLOMEW: Thank you. Thank you to
both of you for very interesting testimony. June, we miss you.

DR. DREYER: Thank you. | miss you too!

VICE CHAIRMAN BARTHOLOMEW: Nice to have you on the
other side of the table, but I learned so much from you when you were
on this side, and it's wonderful to have you here.

Dr. Carlson, very interesting, welcome, and your views are very
interesting.

I want to follow up on Commissioner Esper's idea or question,
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and I find myself thinking that when we talk about sovereignty and the
Chinese concept of sovereignty being a cornerstone, it feels like the
cornerstone is their own sovereignty, and when it is about other
countries' sovereignty, it's a much more porous thing.

So we have examples of the mutual noninterference in each
other's affairs, but the Chinese government takes issue with the U.S.
right to protect national security or to include national security
implications in foreign purchases of U.S. assets, and yet fences off
aspects of its own economy that can't be purchased.

The Chinese government has used business over the years, U.S.
business, to lobby for China's political interests in the U.S. I'm
thinking particularly on the lines of human rights, and it isn't just
here. There was Chinese direct influence in the presidential elections
in Zambia.

So there is this real hypocrisy or two-tiered system where the
Chinese get extremely protective of their own sovereignty, but when it
comes to other nations, it's maybe not so good. Am | wrong in the way
I'm thinking about this? | guess that's the way to ask the question.

COMMISSIONER REINSCH: Yes.

VICE CHAIRMAN BARTHOLOMEW: Bill always tells me I'm
wrong. But what are your thoughts?

DR. CARLSON: Again, I think one thing to keep in mind is that
a lot of the states do the exact same thing, are very protective of their
own rights, and then when they look outward decide that it's a
sovereignty issue when it suits them or it's a non-sovereign issue and
is fair ground when the situation changes.

But I think it's important not to overlook either that when it
comes to Chinese foreign policy, while there has been a fairly
conservative position to the expansion of the international
community's right to intervene in human rights' crises, within Asia. At
the same time, let's look at territorial issues, which would seem to be a
foundational aspect of sovereignty, however we define it, here China
had laid out these expansive claims, right, through Central Asia into
the former Soviet Union, and when push came to shove in the '90s, in
order to garner regional stability, they accepted the territorial status
quo and in many cases accepted less than 50 percent of the contested
land even though they had the ability to push fairly easily into Central
Asia if they wanted with Kazakhstan and Tajikistan and Kyrgyzstan.

So | think within Asia, Beijing has really shown an ability to
kind of calibrate its interests and shelve what would have been
sovereign rights in favor of other benefits. So again, | think when we
talk about sovereignty, it makes a lot of sense the way the Commission
is approaching this. We want to talk about a specific issue area and
then how sovereignty plays out within regards to that specific issue
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area rather than talking in general terms about sovereignty because it
gets very abstract, and that's where then there's also a lot of room to
kind of duck and cover.

So that would be the beginnings of an answer. I'm not sure that
that's enough but it’s something.

VICE CHAIRMAN BARTHOLOMEW: Dr. Dreyer.

DR. DREYER: Yes. | don't see them compromising with regard
to Southeast Asia at all. | see an initial “we'll negotiate with you about
these disputed territories,” but then “we insist on negotiating one on
one.”

DR. CARLSON: In Central Asia.

DR. DREYER: Okay. But Southeast Asia--

DR. CARLSON: Yes.

DR. DREYER: --we insist on negotiating one on one, and then
obviously this is kind of like a--1 don't know--an elephant trying to
negotiate with--

VICE CHAIRMAN BARTHOLOMEW: A flea.

DR. DREYER: With what?

VICE CHAIRMAN BARTHOLOMEW: With a flea.

DR. DREYER: With a flea, yes, yes. That was their attitude.
Then the ASEAN got them to negotiate, but invited them in on
observer status and, of course, they dominate the organization. The
Chinese are adept at saying to one nation things like “you want to be
designated a tourist designation?” or “you want this economic
contract?”, “we think you ought to sign on to our view on this.” And
guess what they always do.

This strikes me as a revival of the tribute system except that now
instead of the moral sway of the emperor, what you have is trade
concessions being used as incentives instead. | also see a creeping
assertiveness: that is, as the Chinese economy gets stronger, this is a
more powerful lever, and as the military gets stronger, this too is a
more powerful lever.

So what looks like a willingness to compromise is because you
can give in on the technique, and then proceed to a kind of
progressively creeping push because is Indonesia going to declare war
on China because a small piece of its territory has now been taken
over? No. So again | see that as tactical rather than strategic
compromise.

HEARING COCHAIR FIEDLER: Thank you. Commissioner
Reinsch.

COMMISSIONER REINSCH: Thank you. Welcome, June.
Welcome, Dr. Carlson. First, one of the things you just said struck
me. Leaving aside Taiwan for the moment and the South China Sea
islands, are there areas on China's land borders where they have
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territorial claims that exceed the existing border? India, | suppose.

DR. DREYER: That exceed what?

COMMISSIONER REINSCH: Their existing border. India, I
suppose. Anywhere else?

DR. CARLSON: A little bit, there's a little bit of discrepancy
along the border with Vietnam, tiny, but it amounts to about the size of
this room essentially. The border actually with North Korea isn't
entirely settled either, but it's not a matter of real dispute.

COMMISSIONER REINSCH: No one else is interested.

DR. CARLSON: And, again, I think what's fascinating here, and
I think June is right to talk about what's going on in South China Sea,
however | would still disagree a little bit with her interpretation. |
think the 2002 Code of Conduct which China signs on to is a
meaningful agreement. It may be just to buy time and the challenge
may be--and so we're putting down bets here, speculating on the
future--and | think if you look more broadly, there is a bit of a shift
going on.

The concern actually isn't so much that China is moving away
from a sovereign system. Sovereignty is generally a conservative
norm. It's kind of keeping things in place--what's mine is mine; what's
yours is yours.

June, referring back to the historical record--1 think what we
might really want to look at is the degree to which there might be a
resurgence or return to a belief in some of the rights that came with it,
in a Sino-centric system and a more traditional system, here | am
talking about "tianxia," under heaven, and what that might mean.

I don't think that that shift has gone that far, and | think you do
look at the record with Central Asia, with Russia, the CBMs with
India, and they're accepting the territorial status quo. But then where
does Taiwan fit, obviously that is a bigger question.

COMMISSIONER REINSCH: Right. 1 wanted to exclude that
because | think--

DR. CARLSON: That makes sense, yes.

COMMISSIONER REINSCH: --1 wouldn't say it's a special case,
but it's certainly a different--
DR. DREYER: I think India would be willing to accept the

territorial status quo with regard to Arunachal Pradesh, Ladakh, et
cetera, but I don't think China is willing to. And every so often | see
that there is creeping assertiveness there as well. Stone forts are
being built over what India considers the line of actual control and so
on. So, there, too, | see the "salami tactics.”

COMMISSIONER REINSCH: Let's pursue that. | really had a
bunch of other questions, but let's pursue that for just a minute. Do
you think that's because they're actually interested in the acreage that
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they're building little forts on or is this a tactic in a larger geopolitical
strategy?

DR. DREYER: I think it's a tactic in a larger geopolitical
strategy. | don't think they care that much about the territory.
DR. CARLSON: | would add that that's not, certainly not

unprecedented. The Sino-Vietnamese border war in 1979 was not over
the land in question, it obviously had much more to do with the Soviet
influence in Vietnam and China's objection to that.

But stepping back from the specifics of potentially creeping
assertiveness on the Chinese part, the fact that China has reached these
confidence-building measures with New Delhi over the course of the
1990s took Sino-Indian border from being a real potential flashpoint in
the relationship to, not demilitarizing it, but really deescalating the
chances of military conflict, and | would be shocked if there was
outright military exchange there in the near-term future even as these
two Asian giants are kind of eyeing each other and trying to decide
what their intentions are.

COMMISSIONER REINSCH: Okay. Let me shift back to where
Commissioner Esper began, and this may be an unfair characterization.
If so, say so. But it seems to me that Dr. Carlson is suggesting that
they are gradually, if you will, being integrated into the global
community of nations, for lack of a better term, and beginning to adopt
sovereignty norms that are more conventional than their historical
approach.

Dr. Dreyer, | think, has recognized that evolution, but probably
not to the extent that Dr. Carlson has and may be a little less certain
about the direction.

Can you both comment, though, on where that takes us in terms
of how we deal with them because I'm not sure that I've heard the two
of you say wildly different things about what American tactics ought
to be even though you may perceive the situation as slightly different?

DR. DREYER: This is in the closing sentence of my testimony
where | was rushing to conclude--but it seems to me that the Chinese
will at least compromise tactically if they are met with hardline
negotiations on the part of the people they are negotiating with.

This is the sort of thing that our negotiators don't seem to be
very good at. They don't memorize the historic record. They say
incredibly stupid things sometimes because they accept what the
Chinese say as truth—“we've always been a centralized integrated
nation; all of these territories have been stolen from us; there's been
the century of humiliation” as if somehow the Chinese government was
not responsible, at least in part, for the century of humiliation. And,
“therefore, guys, you owe us.” Our negotiations seem to simply accept
this.
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These people who negotiate do not seem to understand either the
historical record or the record of negotiations from ten years ago.
Something that I am particularly concerned about is in the last couple
of lines of my statement: this new idea that China is a fragile
superpower that is too large for the United States to allow to fail, so
that somehow we need to compromise in order to keep the government
in power because it will be bad for international stability if they fail.
I think that's a very self-defeating strategy.

COMMISSIONER REINSCH: Dr. Carlson.

DR. CARLSON: 1| think your assessment is fairly accurate. |
think that there's some distance between Dr. Dreyer and I, but it's not
huge, although, when we spin forward to thinking about policy
implications, there is probably a greater divergence.

I'd first, though, add because you've placed an emphasis on the
fact that these are tactical moves, | think that if you make tactical
concessions through a number of iterations, a number of rounds,
eventually that kind of catches up. It has implications because your
word is sort of on the line, in other words, because of reputational
concerns.

It also creates institutions. These , sorts of impacts are
unintended, unintended outcomes, and a lot of the change in the
Chinese approach to sovereignty actually comes out of the unintended
consequences of earlier compromises and the impact then goes deeper.

You can see this when you look into Chinese language
publications, for example, in the areas of foreign affairs and security
studies, there are scholars who talk in pretty broad terms about how
sovereignty has changed. These scholars are very influential people
like Wang Yizhou from the World Economics and Politics Institute or
Qin Yaqing from the Foreign Affairs College. These are well-placed
people. They're not way out on the fringes; these are central figures
within the Chinese foreign policymaking establishment. They don't
make decisions, but they talk to decision-makers.

And then in terms of policy implications, one thing that | feel
has changed over the past ten years or so is that in the 1990s,
international pressure led by an American presence was fairly well
defined, and China was in a reactive position in terms of the resources
at its disposal.

I'm not so sure what the international and American position is
now. | think it's maybe a 