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April 10, 2009
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 writing to report on the U.S.-China Economic and Security Review
Commission’s March 4, 2009 public hearing on “China’s Military and Security Activities
Abroad.” 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 learned that China’s military, the People’s Liberation
Army (PLA), is diversifying its activities and capabilities to acquire greater ability to
project power and increase its role in international security affairs. Additionally, the PLA
is taking action to protect China’s global economic interests through security cooperation
and, when perceived necessary, military action. The PLA Navy’s participation in anti-
piracy operations in the Gulf of Aden highlights this development, as it is the first
deployment of PLA naval forces to defend national economic interests outside of China’s
territorial waters. This action represents an important contribution to global security, and
provides an opportunity for the PLA to develop cooperative relationships and gain more
exposure to international military and security norms and practices. The U.S. military
and its allies also face greater interaction and opportunity for dialogue with the PLA.
However, as demonstrated in the recent aggression by PLA naval forces against U.S.
ocean surveillance ships operating in international waters in the South China Sea, the
PLA’s activities also can raise the potential for conflict if China seeks to assert its
interests by challenging the interpretation or existence of current international norms and
practices.

The Commission received opening testimony from Deputy Assistant Secretary of
State for East Asian and Pacific Affairs John J. Norris and Deputy Assistant Secretary of
Defense for East Asian Affairs David Sedney. Deputy Assistant Secretary Norris
highlighted that the United States seeks “positive and cooperative relations” with China.
While he acknowledged that “deep disagreements” exist on some issues, he noted that the
United States will “aim to pursue progress on common strategic challenges.” Included
among these challenges are concerns about North Korea, Iran, Afghanistan, Pakistan,
terrorism, arms control, and climate change. In particular, China is concerned about
domestic terrorism, and the influence that extremists in Afghanistan and Pakistan may
have on some Islamic extremists in China. Mr. Norris also testified that the United States
will continue to “abide by [its] obligation under the Taiwan Relations Act to make
available arms for Taiwan to maintain a sufficient self-defense capability,” and he
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expressed hope that China will reduce its military buildup along the Taiwan Strait.

Deputy Assistant Secretary Sedney echoed Mr. Norris’ assessment, stating that “[f]ar
from seeking to contain China, U.S. policy has been one of actively involving China in
the international community of nations.” China’s expansion of its military and security
activities is expected and natural, reflecting both an emergence of global ambitions and
strategic aims. He noted that the expansion of the PLA’s activities poses challenges and
opportunities, and underscored the importance of military-to-military exchanges and
dialogue. In February, Mr. Sedney participated in Defense Policy Coordination Talks
with the PLA in Beijing, resuming in part bilateral military ties following a freeze last
year in response to the U.S. notification of arms sales to Taiwan. Mr. Sedney expressed
some concerns regarding both China’s military sales to Pakistan and Iran, and a lack of
transparency in PLA activities. He concluded that the United States should cooperate as
much as possible with China in areas of common interests, and seek to encourage China
to use its emerging military power and resources responsibly. This theme of responsible
use of power has become especially relevant given the aggression displayed by Chinese
naval forces against the USNS Impeccable in the South China Sea in the days
immediately following this hearing. In this case, the PLA set its own terms for
engagement, despite the existence of international norms for maritime activities.

In the first panel of expert witnesses, Dr. Bernard “Bud” Cole, Professor of
International History at the National War College, and Mr. Daniel Hartnett, China
Analyst at the CNA Corporation, provided contextual analysis of China’s changing
military focus. Mr. Hartnett explained that the internationalization of PLA activities
reflects a fundamental adjustment in PLA doctrine in response to PRC President Hu
Jintao’s articulation of new *“historic missions” which include protecting national
interests and ensuring a peaceful global environment. Given China’s global economic
interests, the PLA now has a role in ensuring the stability necessary for continued
economic development inside and outside of China. This task will require a capability to
project power—that China is pursuing, for example, through the acquisition of aircraft
carriers. Dr. Cole argued that the United States should not be surprised by the desire on
the part of the PLA to take on these new tasks and capabilities. In addition, he mentioned
that Beijing is learning the utility of having an international military presence, including
“showing the flag” through naval visits that can exert diplomatic influence and display
military power.

Dr. Cole’s example of “showing the flag” is just one instance of how a nation’s
military can project influence abroad. Ms. Susan Craig, author of the monograph
“Chinese Perceptions of Traditional and Nontraditional Threats,” testified that PRC
leaders are recognizing that China’s security can be affected as much or more by
nontraditional security matters, such as natural disasters and humanitarian emergencies,
as it can be affected by traditional security conflicts. For this reason, the PLA has a much
stronger interest in taking up new missions—such as its widely, positively regarded
participation in relief operations after the Sichuan earthquake in May 2008—because
these actions can enhance its reputation abroad and promote a stable, peaceful
international environment. Rear Admiral Eric McVadon (USN-Ret.), Director of Asia-
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Pacific Studies at the Institute for Foreign Policy Analysis, that participation in
humanitarian activities also can be a tool for spreading influence. For this reason, it is
likely that China’s participation in international humanitarian activities will grow. Mr.
McVadon views U.S.-China humanitarian cooperation as an opportunity to encourage
positive behavior by the PLA, and noted that this cooperation will bring net benefits to
the countries receiving such assistance. Furthermore, he testified that the United States
will be a key factor in determining how China’s influence is wielded in the future.

Witnesses in the final panel of the hearing discussed three examples of military
operations that reflect the PLA’s new missions: counterterrorism, maritime patrols, and
peacekeeping operations. First, China increasingly is concerned about a terrorist threat in
reaction to its growing economic status, and has continued concerns about domestic
terrorism. China’s deep economic engagement around the world has not always been
viewed favorably, as evidenced by recent attacks against Chinese workers in Pakistan,
Afghanistan, Sudan, and Nigeria. Dr. Paul Smith, Associate Professor of the U.S. Naval
War College, testified that, “[a]t the very least, both China and the United States may
discover that they are facing a common but differentiated transnational challenge, one
that potentially threatens...the entire global trading system upon which both countries
depend.” Therefore, Dr. Smith argued, the United States and China may find cooperation
on counterterrorism issues beneficial despite political or human rights disagreements.

Second, while China is involved in expanding its maritime presence, the PLA Navy
so far has carried out most of its maritime activities in the immediate region, for example
by conducting patrols in the East China Sea and South China Sea. Dr. Michael Auslin,
Resident Scholar in Foreign and Defense Policy Studies at the American Enterprise
Institute, testified that China’s development of blue water naval forces and other power
projection capabilities have the potential to change regional dynamics in East Asia. Dr.
Auslin noted that China’s growing security influence has triggered a response from other
countries within the region, stating, “...the region is in the midst of a modest, yet
potentially worrisome naval arms race.”

Third, China’s participation in United Nations peacekeeping operations has supported
missions in Africa, the Middle East, Asia, and the Caribbean. In return, the PLA has
received a large measure of goodwill. Mr. Chin-hao Huang, a researcher at the
Stockholm International Peace Research Institute, testified that China maintains an
official policy of *“non-interference” in other countries’ internal affairs, but has
demonstrated a willingness to intervene as a part of UN-sanctioned missions. He
concluded, “The expansion in Chinese engagement in peacekeeping provides an
important and widening window of opportunity for the United States to engage with
China more closely on peacekeeping-related issues in order to strengthen China’s
commitment to global stability, ensure greater convergence between Chinese and other
international interests on questions of regional security, and encourage more effective
international peacekeeping operations.”

Thank you for your consideration of this summary of the Commission’s hearing. The
full transcript of the hearing plus the prepared statements and supporting documents



submitted by the witnesses can be found on the Commission’s website at www.uscc.gov;
these can be searched by computer for particular words or terms. Members of the
Commission are available to provide more detailed briefings. We hope these materials
will be helpful to the Congress as it continues its assessment of U.S.-China relations and
their impact on U.S. security. The Commission will examine in greater depth these
issues, and the other issues enumerated in its statutory mandate, in its 2009 Annual
Report that will be submitted to Congress in November 2009.

Sincerely yours,

Carolyn Bartholomew Larry M. Wortzel, Ph.D.
Chairman Vice Chairman

cc: Members of Congress and Congressional Staff
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climbed, as this Commission well knows. China now has the world's
third-largest economy, and is the world's second-largest exporter. Its
strategic interests have expanded, its influence has spread, and its
global impact has grown apace.

As China's wealth and influence have expanded, its relevance to
a variety of global and regional issues has also increased, and we
intend to devote our time and energy to seeking positive and
cooperative relations with China as such a complex and comprehensive
relationship merits.

As Secretary Clinton said in her remarks to the Asia Society on
February 13, a positive cooperative relationship with China is essential
to peace and prosperity, not only in the Asia Pacific region but
worldwide.

We have deep disagreements with the Chinese on some issues,
such as human rights, and as we continue to work towards resolving or
narrowing such differences, we aim to pursue progress on common
strategic challenges where we see stronger possibilities for broader
cooperation.

Secretary Clinton's itinerary for her first overseas trip from
February 15 through the 22 set our China policy within an important
overall context. The United States is a Pacific power that intends to
deepen its relationships across Asia with old friends and emerging
powers.

Our strong alliances form the bedrock of our Asia security
policy, and indeed our engagement with China is buttressed and made
more effective by the close alliances and long ties that we have in East
Asia.

In her meetings with Chinese officials, the Secretary addressed
our top foreign policy priorities, starting with the global financial
crisis. The United States and China agreed to continue close
collaboration, and we must look to each other to take on leadership
roles in designing and implementing a coordinated global response to
stabilize the global economy and begin recovery.

The Secretary also raised a wide range of security issues
including North Korea, Iran, Afghanistan and Pakistan, and she
highlighted our desire to advance global counterterrorism efforts, to
pursue arms control, and to stem the spread of weapons of mass
destruction.

On all of these issues, we share common interests with China,
and we should look increasingly to act in concert.

The Secretary committed to devoting new effort to addressing
the problem of global climate change. It's clear that China will need
to be part of the solution. Collaboration on clean energy and greater
energy efficiency offers a real opportunity to deepen the overall U.S.-



China relationship.

The Secretary and Foreign Minister Yang agreed that the United
States and China have a common interest in promoting consensus at the
climate change talks to be held in Copenhagen this December, and they
agreed to expand our existing cooperation to develop and deploy clean
energy technologies designed to speed our transformation to low-
carbon economies.

Finally, the Secretary expressed our hope for further
improvements in relations across the Taiwan Strait.

We believe that maintaining a steady engagement on defense and
security issues is essential to building trust and expanding cooperation
on all of the issues I've enumerated above.

We have differences with some key elements of China's security
policy including its conduct of trade, including arms trade, with
problem regimes, as well as a lack of transparency about its military
modernization. We meanwhile will continue to abide by our
obligations under the Taiwan Relations Act and make available arms
for Taiwan to maintain a sufficient self-defense capability.

Where we have differences, we will continue to make our
viewpoints on such matters clear to the PRC and, of course, we will
always defend our interests.

In closing, let me say that we believe China can play a helpful
role in resolving key challenges which, if left unaddressed, have
negative implications not just for the United States but for China and
the world. This openness to cooperation will characterize the
administration's policy toward China.

Thank you very much.

[The statement follows:]

Prepared Statement of the Honorable John J. Norris
Deputy Assistant Secretary of State for East Asian and Pacific
Affairs, Washington, DC

Madame Chairman, Mr. Vice Chairman, members of the Commission, | appreciate the
opportunity to join you today for this session on China’s Military and Security Activities Abroad. Deputy
Assistant Secretary Sedney’s statement addresses specific questions that the Commission will be
considering today. | would like to supplement that statement with a brief discussion of the overall policy
context in which we evaluate China’s foreign and security policies.

In recent years the indicators of Chinese national power have climbed. China now has the world’s
third largest economy and is the world’s second largest exporter. Its strategic interests have expanded, its
influence has spread, and its global impact has grown apace. China is now also the world’s largest emitter
of greenhouse gases. As China’s wealth and influence have expanded, its relevance to a variety of global
and regional issues has also increased, and we intend to devote our time and energy to seeking positive and
cooperative relations with China as such a complex and comprehensive relationship merits. As the
Secretary said in her remarks to the Asia Society on February 13 and underscored throughout her Asian



trip, a positive, cooperative relationship with China is essential to peace and prosperity not only in the
Asia-Pacific region, but worldwide.

We have deep disagreements with the Chinese on some issues, such as human rights, Tibet,
religious freedom, and freedom of expression. As Secretary Clinton said during her recent trip, the
promotion of human rights is an essential aspect of our global foreign policy. We will explore multiple
approaches beyond governments alone by reaching out to NGOs, businesses, religious leaders, schools,
universities, as well as individual citizens, all of whom can play vital roles in creating a world where
human rights are accepted, respected, and protected. As we continue to work toward resolving or
narrowing such differences, we aim to pursue progress on common strategic challenges where we see a
stronger platform for broader cooperation.

Secretary Clinton’s itinerary for her first overseas trip from February 15 through February 22 set
our China policy within an important overall context. The United States is a Pacific power that intends to
deepen our relationships across Asia with old friends and emerging powers. Our strong alliances form the
bedrock of our Asian security policy, and indeed, our engagement with China is buttressed and made more
effective by the close alliances and long ties we have in East Asia.

In her meetings with Chinese officials, the Secretary addressed our top foreign policy priorities,
starting with the global financial crisis. It is not just an American crisis. Its repercussions are also being
felt acutely in China and around the world. A recent Chinese Government survey reported that 20 million
of the nation’s 130 million migrant workers are now unemployed. The United States and China agreed to
continue close collaboration in addressing the global financial crisis. We must look to each other to take
on leadership roles in designing and implementing a coordinated global response to stabilize the global
economy and begin recovery. The Secretary invited Foreign Minister Yang to visit Washington in March
to work with us to prepare for the April 2 London Summit on the global financial crisis.

The Secretary also raised a wide range of security issues, starting with the need to strengthen our
efforts to address Asia’s common security threats. We will need to continue working together to address
North Korea’s nuclear program, the most acute challenge to stability in Northeast Asia. The Obama
Administration is committed to achieving the verifiable denuclearization of the Korean Peninsula in a
peaceful manner, working through the Six-Party Talks, and the Secretary discussed with Chinese officials
how best to move the current denuclearization process forward.

China is a member of the P5+1 group engaged in efforts to forestall Iran’s development of a
nuclear weapons program, and we are looking for China to take further actions that support our objective
of persuading Iran through diplomatic means to adhere to its obligations to the international community.
We will also look to China to keep the pressure on Iran should it backslide or be unresponsive. The
Secretary highlighted our desire to work together to combat extremism and promote stability in
Afghanistan and Pakistan, to advance global counterterrorism efforts, and to pursue arms control and stem
the spread of weapons of mass destruction. On all of these issues, we share a common interest, and we
should look increasingly to act in concert.

During her Asia visit, the Secretary committed to devoting new effort to facing up to the problem
of global climate change. While each of the countries she visited has a role to play in this effort, it is clear
that China will need to be part of the solution. Collaboration on clean energy and greater energy efficiency
also offers a real opportunity to deepen the overall U.S.-China relationship. The Secretary and Foreign
Minister Yang agreed that the United States and China have a common interest in promoting consensus at
the climate change talks to be held in Copenhagen this December, and they agreed to expand our existing
cooperation to develop and deploy clean energy technologies designed to speed our transformation to low-
carbon economies. We will hold regular consultations between senior officials in our governments on all
elements of this broad collaboration.

Finally, the Secretary expressed our hope for further improvements in relations across the Taiwan
Strait.

Relevant to this commission’s inquiry is the state of bilateral military-to-military discussions with



China, and I’m sure that my colleague Mr. Sedney will offer more detail, as he has just returned from talks
in Beijing last week. We believe that maintaining a steady engagement on defense and security issues is
essential to building trust and expanding cooperation on all of the issues | have enumerated above. We
have differences with some key elements of China’s security policy, including its conduct of trade,
including arms trade with irresponsible regimes, as well as a lack of transparency about its military
modernization. We meanwhile will continue to abide by our obligation under the Taiwan Relations Act to
make available arms for Taiwan to maintain a sufficient self-defense capability.

Where we have differences, we will continue to make our viewpoint on such matters clear to the
PRC, and we of course will defend our interests. But we cannot define our bilateral relationship on our
differences to the detriment of possible progress on key U.S. priorities.

We believe China can play a helpful role in resolving key challenges, which, if left unaddressed,
have negative implications not just for the United States, but for China and the world. This openness to
cooperation will characterize the Administration’s policy toward China.

CHAIRMAN BARTHOLOMEW: Secretary Sedney.

STATEMENT OF THE HONORABLE DAVID S. SEDNEY
DEPUTY ASSISTANT SECRETARY OF DEFENSE FOR EAST
ASIA, U.S. DEPARTMENT OF DEFENSE, WASHINGTON, DC

MR. SEDNEY: Thank you very much. It's a pleasure to be back
here with the Commission again. Certainly | want to take an
opportunity to thank you, Chairman Bartholomew and Vice Chairman
Wortzel, for not just holding these hearings but for | think the very
useful exchange of views which we'll have in the question and answer
period.

I do have a fairly extensive written statement that | would urge
the members of the committee to pay attention to because it's a fully
cleared interagency statement of U.S. policies on the issues and
answers a number of the specific questions that you've asked.

I'll skim through that. | won't be able to cover the whole thing
in the seven minutes, but I think it's a serious good-faith effort to
address some of the questions. Actually we're trying to address all the
questions that you raised in advance and look forward to your
questions about that.

As you mentioned, | am just back from a couple days in Beijing,
Friday and Saturday, with the Chinese on our Defense Policy
Coordination Talks but also on Sunday and Monday with our allies in
Korea in Seoul on our strategic talks with our Korean allies as well.

So I'm happy to be able to be here for this. The question, of
course, of our overall relationship with China and our military-to-
military relationship with China is an area that | would very much
want to second what my colleague, Mr. Norris, just said. It's not
defined by our differences, but it's defined by our common interests,
areas where we can work together jointly to effectively address
common problems, and working towards this end, not just an openness



to this but a sincere effort to do so was what characterized the Defense
Policy Coordination Talks discussions that | had with the Chinese in
Beijing.

We talked about the piracy issues, the counter-piracy issues that
you mentioned, Madam Chairman. We talked about some of the
strategic issues that Vice Chairman Wortzel raised. We talked about
areas such as Pakistan and Afghanistan where we both face some very
challenging problems.

As Mr. Norris said, we expect--it's not surprising--we predicted
it both in our China Military Power report, you on the Commission
have held extensive hearings over the years predicting that China's
interests will continue to expand, and they have, and we're seeing the
impact of that now, and that's normal, that's natural, and we welcome
that.

China will play a greater role including militarily around the
world, and we in this administration, in the Obama administration,
seek a positive and cooperative relationship with China, and the rise of
a stable, prosperous and peaceful China, participating in the
international system is exactly the objective that we share, not just
with China, but with every other country in the world.

We're not interested in containing China. In fact, we've done
exactly the opposite over the past 30 years. We've done a lot to allow
China--"allow" is the wrong word. | apologize. We've done a lot to
facilitate, to work with other parts of the international community to
encourage China's development and integration into the international
system.

It's true, as many analysts have pointed out, that sometimes the
rise of major powers, the rise of new powers, has resulted in violence
and instability, but with China, that has not been the case so far. And
we don't expect it to be the case.

There have been cases where new powers have arisen without
violence and instability, where they have been able to work within
existing relationships and expand, develop and change those
relationships, but not do so in a destabilizing way.

And the work that we're doing in the U.S. government and in the
U.S. military is to find ways to ensure that global institutions are
flexible enough to accommodate the expectations and needs of a rising
power while at the same time ensuring that the vision, the values, the
interests of the United States are advanced and protected.

The rise of the Chinese economy and the concomitant need for
such things as access to natural resources, the need for trade routes
that are accessible and secure, the use of military trade and military
exchange to buttress diplomacy, and a desire to play a balancing role
with the other actors whether they're large ones such as the United



States or smaller regional ones. These are all normal and natural parts
of international diplomacy, normal and natural parts of the kinds of
activities that not just the United States and China, but all countries,
practice.

The question for us, of course, is how does that play out
regarding United States' interests, and specifically for the U.S.
military, for the Department of Defense, how does that affect our
mission to protect the interests and advance the national security
interests of the United States and the people of the United States?

We're watching a PLA that's evolving; it's changing. And Vice
Chairman Wortzel, my statement mentions also the new historic
missions that Hu Jintao has referred to. And much of what | just said
is exactly applicable to that.

The way the PLA is acting right now has many areas that lead us
for hope that this cooperative engagement that advances common goals
is the direction they will go. There are also certain areas where we
seek more transparency, where we continue to have questions and
concerns, and where dialogue with China and the ability to have
effective communication is paramount.

And that was a big part of my message in the Defense Policy
Coordination Talks last week, that it is not just useful, it's not just
important, for China and the U.S. to discuss these kinds of security
issues, including with the PLA, it's vital for both of our countries that
we do so, and it's vital for the rest of the world.

We are looking at this in the hearing today at your request,
Madam Chairman, from both a regional and global perspective. And in
my detailed testimony, we talk about some of the questions that you
raise regarding China's activities around the world, in Asia and
elsewhere.

In Asia, we see China being more active in every sphere, whether
it's economic, military, social, cultural. The Chinese are more active
across the board, and they're more active in every country and in every
region, every subregion of Asia.

And that's something that is broadly welcomed by the countries
of South and Southeast Asia, and other countries of Asia, but it
sometimes also gives rise to some concern. There are some people
who have posited that the U.S. is somehow withdrawing from these
areas. | can assure you that is absolutely not the truth. It doesn't
matter whether it's Southeast Asia, South Asia, Central Asia, the
United States is not only not withdrawing, we are increasing our
engagement in these areas, certainly in areas outside the military
areas, but also in the military-to-military areas.

The regular visits of Secretary Gates to Asia, his participation in
the Shangri-La Forum, the intense engagements that we have with the



militaries of this region, are all signs that the United States is, as |
said, very actively engaged and increasing our commitment to work in
these areas. China is doing the same.

Does this mean we have to come into conflict? Absolutely not.
Does it offer an opportunity for us to work on common problems,
common concerns, common interests? Absolutely it does. Is any one
outcome assured? Absolutely not. It's going to depend on how we act,
how the Chinese act, how the various regional international players
act.

But it's an area where we are paying a great deal of attention.
Certainly China's military sales. The largest recipient of China’'s
military sales is Pakistan. Pakistan is also a country that we are
paying special attention to now in this administration. President
Obama has ordered a strategic review of our overall policy towards
Pakistan and Afghanistan, and that review is ongoing.

Certainly China with its interests, its long history with Pakistan,
and the extensive military relations it has, including not just the trade
relationship but extensive exchanges, military training, China is very
much involved in Pakistan. China and Pakistan share a common
border. If things become problematic in Pakistan, China's interests
will certainly be affected.

These are all areas where we need not just to discuss with China
but we need to see if there are areas where we can have common
approaches.

Similarly, in the Middle East, China has long historic relations
with a number of countries, from Egypt to Saudi Arabia, Iran and
Turkey. The area that | mentioned before in my testimony here before
this Commission of Iran continues to be an area of concern. China's
shipment of conventional arms to Iran, a country from whom we
continue to see evidence that it supports terrorists' and extremists'
movements in other countries such as Lebanon, Iraqg and Afghanistan is
a continuing concern.

We hope that the Chinese are not just aware of this but are
taking steps to ensure that as a responsible actor, they do not export
conventional arms to Iran when Iran continues to supply arms to such
extremist groups.

We are closely monitoring the situation regarding these
conventional arms shipments, and we communicate directly with the
Chinese when we believe that these kinds of business dealings with
Iran are counterproductive to regional security.

In Africa--and | apologize for going over a bit. I'll try and get
through quickly so that we can get to questions. In Africa, we and
China should not be competing in Africa. The intention in the United
States is not to compete in Africa. Africa doesn't need competition. It
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doesn't need a replay of the Cold War. What Africa needs is a wide
variety of actors, including the United States, including China, to work
with the African countries to provide the kind of security assistance
that helps stabilize Africa, that helps enable African countries to
develop, to grow, to become contributing parts to the international
community.

It's an interest that we share. |It's an area we've had some
preliminary discussions with the Chinese. We plan to continue those
discussions. We hope we'll continue those discussions and see areas
where we and the PLA can work together to develop security in ways
that are positive for the nations of Africa, for the people of Africa.

We certainly welcome, and we'll discuss more, I'm sure, in the
question area, the dispatch of the PLA Navy ships to the Gulf of Aden
to participate in counter-piracy operations off the Horn of Africa. It
was a big topic of our discussions in Beijing last week. We had a
participant there from the Central Command. The Chinese presence
there so far has been very, very positive. Not only are they protecting
Chinese ships, but they are also taking actions which have been helpful
to other countries.

Just last week, they took actions that helped a Greek ship. Their
cooperation and coordination with other navies including ours has been
very professional and very positive. We have invited them to increase
that cooperation and coordination over the time they've been there.
We've seen an increase in the effectiveness of that coordination, and
we look forward to it increasing even more.

China is not the only country that is there in a unilateral way. A
number of other countries are, and we would certainly judge that China
is participating in a way that compares very favorably with those other
nations in terms of the quality and level of its cooperation.

I would like to say a couple of words about Latin America.
China's activities, military-to-military activities, in Latin America
have gotten a fair amount of press. We see this as having started from
a small baseline and growing at a modest pace, certainly concomitant
with its economic interests in the area.

We see China actually working actively not to antagonize the
United States by providing military hardware to sensitive countries
there, but we do see that China is looking to expand its influence by
using military relations, both military sales, military exchanges,
military training, where it can benefit without instigating undue
pressure from Washington, in their eyes, undue pressure.

It's clear both from what they're doing and from their public
policy statements that the Chinese will continue to look for areas in
Latin America where they can increase their efforts.

Finally, you asked about the issue of nontraditional security
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cooperation, and I'll have to confess that for me, the concept of
nontraditional versus traditional security cooperation is something
that's very elastic. Areas that some people define as nontraditional
such as search and rescue, disaster relief, military medical
cooperation, and cooperation on achieving a full accounting of
Americans missing from past conflicts, are part of the ongoing
relationship, I might define as traditional. Other people might call
them nontraditional.

And we certainly report on all those kind of exchanges with the
Chinese. But if I've not addressed that issue sufficiently in my written
testimony, please raise concerns about specific activities as we
continue.

| think again, as I've said before, that the military-to-military
relationship with China is both very important and to use--maybe this
is not a good analogy to use at this time--the financial ones,
underperforming.

Given the potential, given the needs, neither we nor the Chinese
are getting out of that relationship what we should. In order to carry
out mutual responsibilities, first of all, to our own countries and
people, but also to the rest of the world, we both need to do a better
job in developing the military-to-military relationship.

| think we've made some progress in recent years, but it's been
too modest, too incremental, and that's one of the points | made when |
was in Beijing last week.

| look forward very much to your questions, to further exploring
this, and | especially look forward to working with the members of the
Commission in this area because | know that your role, not just your
role in holding hearings, but your role in visiting, your role in talking
to people in China and the rest of the world about this important
subject are very positive.

| guess that means I've really gone over time.

CHAIRMAN BARTHOLOMEW: That's right. We have this
rigged. Thank you very much.

MR. SEDNEY: Okay. Thank you.

[The statement follows:]

Prepared Statement of The Honorable David S. Sedney
Deputy Assistant Secretary of Defense for East Asia
Washington, DC

Madam Chairman, Mr. Vice Chairman, members of the Commission, | thank you for inviting me to appear
before you today to address a range of topics related to our views on the foreign activities of the Chinese
People’s Liberation Army (PLA) and on U.S.-China military-to-military exchanges. | commend the
Commission for its continued interest in these topics. | am pleased to report that | just last night returned
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from a trip to Asia where we formally re-started our military-to-military exchanges with China, as
Secretary Clinton had announced the week before during her visit to China. | will try to keep my oral
remarks brief so | can reserve more time for your questions, as | always learn a great deal from our
dialogues here.

As China emerges as a power with global ambitions, it is natural, indeed expected that its military and
security activities abroad will expand consistent with its capacities and strategic aims. As President Obama
and Secretary Clinton have told the Chinese leadership, this administration seeks a positive and cooperative
relationship with China. The United States welcomes the rise of a stable, peaceful, and prosperous China,
and continues to encourage China to participate responsibly in the international system by supporting,
strengthening and stabilizing the global security architecture that it has benefitted from during its economic
rise. Far from seeking to contain China, U.S. policy has been one of actively involving China in the
international community of nations, and in this regard the United States has done much over the last 30
years to assist, facilitate, and encourage China’s development and integration in the global system. This
policy is not only in accordance with our values, but also, more importantly, in our national interest. While
it is an historical fact that the rise of major powers has, in some cases, been fraught with violence and
instability, with China that has not been the case. The mutual challenge the that the United States and
China face, along with the international community, is to ensure that global institutions are flexible
enough to accommodate the expectations and needs of rising powers such as China. In this context, my
testimony today will offer some perspectives on China’s growing global military engagement and its
implications both for the U.S.-China relationship in particular, and global security more generally.

Global Security Engagement as a Component of China’s Long-Term Interests

I would like to highlight what | see as some of the reasons we see a rising China profile in global security
issues. First, however, | would like to note that as China’s economy grows and its society has moved away
from its past isolation and lack of development, it is only natural that a country as large as China with such
a wide range of economic and political interests around the world will also become involved in global
military and security affairs. That has happened today. China and the United States are both countries
with global interests and who need to work jointly to address common concerns. With Secretary Clinton’s
trip to Asia last month and upcoming opportunities for us to engage at the Presidential-level and at lower
levels, we have the opportunity to take the significant progress we have made over the past thirty years and
move forward to a new level of cooperation that is beneficial to the United States, to China, the Asia-
Pacific region, and the world.

Some of the drivers and characteristics of China’s actions are identical, or nearly so, to those associated
with other nations, including the United States:

a need to ensure access to natural resources;

a need to be sure that routes for exports are stable and secure;

the use of military trade and exchanges to supplement diplomacy;

a desire to balance the influence or perceived dominance of other powerful actors; and,

to satisfy the desire of the Chinese people for a government that protects Chinese citizens and
interests abroad and that can enhance China’s prestige on the world stage.

In recent years, the PLA has embarked on a transformation from a force that focused principally on
domestic response and preparing for what it considers local contingencies (such as a possible conflict over
Taiwan) into a more expanded set of roles that encompass a wide range of missions and activities. A key
element of these changes, part of what Hu Jintao has referred to as the PLA’s “new historical missions,” is
a more prominent role for the PLA in support of China’s broader national security interests. Some
examples:

e More robust participation in U.N. peacekeeping missions and international disaster relief efforts;
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o Engagement for the first time in anti-piracy efforts outside of their traditional area of operations,
an extremely important effort and possibly a signal of a greater willingness on the part of China to
contribute cooperatively to the international communities’ responsibilities in addressing
transnational threats; and,

e Increasing use and expansion of the PLA’s bilateral military-to-military activities. These include
high-level military diplomacy, military exchanges, the defense attaché program, foreign
professional military education (PME) programs, military exercises, and, of course, arms sales —
the same tool kit that the United States and others use to advance our interests abroad.

While supporting China’s strategy in the long term, these activities are also meant in the short term to:
build diplomatic relationships; enhance China’s image and influence; promote the PRC’s economic
development, to include commercial and defense industries; and improve the PLA’s operational
capabilities.

The PLA’s expansion of its military and security activities abroad poses both challenges and opportunities
for countries around the world, including the United States. We need to work with China whenever we can
jointly to address security issues of mutual concern. One way to mitigate against future instability or
conflict is to develop common understandings and, where possible, common approaches. Our relations
with allies, partners and friends, particularly in Asia, have been enabled by shared values with respect to
democracy, rule of law, and good governance, but we also have a long tradition of developing important
partnerships based on common interest. As China continues its path of political, economic and social
development, we hope to nurture areas in which both our values and interests intersect.

Realizing greater openness and transparency in the conduct of China’s foreign security engagement
activities is an area where we have seen some progress, but we still have a way to go. Ongoing dialogues
that we have initiated with the Chinese may help identify additional areas of common understanding and
interest. The PLA’s efforts to take on greater responsibility in the global security arena will create new
opportunities for U.S.-China cooperation — through such cooperation our primary objectives would be to
encourage China to apply its increasing capacities in the service of broadly held international security
concerns such as counter-terrorism, counter-proliferation, and counter-piracy. Neither the United States
nor China has an interest in actions that disturb stability, disrupt security, or endanger others.

The United States-China Military-to-Military Relationship

The Secretary of Defense places a high priority on the U.S.-China military-to-military relationship. The
U.S.-China military-to-military relationship continues to make progress, but as the Members of the
Commission know so well, it has been challenging over the years with ups, downs, and sometimes
sideways movement. | view as positive that we and the Chinese have agreed to resume our military-to-
military exchanges following China’s decision last year to cancel or suspend ten events in response to the
U.S. notification of arms sales to Taiwan in October 2008. Prior to this, military relations had been
progressing steadily, and were marked by significant, positive developments. The U.S.-PRC Defense
Telephone link was established in March 2008 and has been used three times since; the first round of a
nuclear dialogue was held in April; and a series of high-level defense meetings took place in the spring and
summer of 2008.

In his January 28 testimony to the Senate and House Armed Services Committees, Secretary Gates
indicated that the time was ripe to reinvigorate the military-to military relationship: “a new administration
here, a fresh start, perhaps creates opportunities to reopen the aperture on military-to-military contacts.”
The Chinese agreed, as Secretary Clinton announced last month, and | can report we are moving forward in
a number of areas: my talks on February 27-28, the Chinese observership in COBRA GOLD, and other
exchange activities that have already taken place this year.
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As | just indicated, on February 27-28 | held the annual Defense Policy Coordination Talks (DPCT) with
the People's Liberation Army in Beijing. These talks were the first formal dialogue with the PLA under the
new administration, and furthered the dialogue with the PRC on areas of mutual interest. This year's DPCT
addressed the U.S.-China military-to-military relationship, challenges to regional and global security, and
potential areas for expanding cooperation between the two militaries.

I am aware that U.S.-China counter-terrorism cooperation is a particular topic of interest to the Committee.
Counter-terrorism, by its very nature, requires a holistic, inter-agency strategy, of which the military
aspect is only one component. The U.S. Government engages China on counter-terrorism, and we hope to
take advantage of future opportunities to work with the PLA on counter-terrorism, as they become
available.

Region-by-Region Overview

China’s Military Engagement in Asia

Asia is, for obvious reasons, the top strategic priority for China. In Southeast Asia, China’s objectives
appear primarily to be to promote its economic interests, mitigate suspicions of its intentions, extend
regional influence, and balance and compete for influence with the United States and other regional
players. Although secondary to its economic engagement agenda, China’s military engagement with
Southeast Asia is increasing, initially on disaster relief. Engagement with ASEAN has been a high priority,
but China has also been seeking bilateral military engagement opportunities with all Southeast Asian
nations.

According to the Defense Intelligence Agency, Burma accounted for four percent total revenue of China’s
arms sales worldwide from 2003-2007. Given the repressive nature of the military junta that rules Burma,
this remains an issue of concern for us. We note that the Chinese did act to facilitate international
community’s effort to get the Burmese government to accept international humanitarian relief assistance in
the aftermath of Cyclone Nargis in May 2008.

In South Asia, China has active military relations with countries such as Bangladesh and Sri Lanka, and
uses arms sales, military exchanges, and other interactions to buttress and amplify its diplomatic and
commercial engagement.

Pakistan is China’s largest market for the export of Chinese-manufactured arms and military equipment.
China’s military-technical cooperation with Pakistan includes both arms sales and defense industrial
cooperation. Pakistan is China’s primary customer for conventional weapons, having signed over $2
billion in defense contracts with China from 2004-2008. Recent sales to Islamabad have included JF-17
aircraft, JF-17 production facilities, F-22P frigates with helicopters, K-8 jet trainers, multiple rocket
launchers, F-7 aircraft and artillery. The depth of the China-Pakistan relationship has likely yielded China
a measure of influence with Pakistan’s military and security services.

The focus of China’s engagement in Central Asia remains economic; that being said, China’s military
engagement in Central Asia has been slowly increasing. Most of it occurs on a bilateral basis, but some
limited multilateral military engagements also take place by means of the Shanghai Cooperation
Organization. As China explores future options for benefitting from the East-West energy corridor,
changing energy dynamics may also affect the sensitive balance of defense relationships currently in place
between China, the Central Asian nations, and Russia.

Chinese Arms Sales in the Middle East
China has longstanding military relationships with Middle East countries going back decades. China’s
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dependence on imported oil — Persian Gulf countries provide approximately half of China’s oil imports —
has increasingly added the driver of energy security to the reasons why China engages in the Middles East.
Arms sales agreements with Saudi Arabia, Iran, Turkey and Egypt are prime examples. China signed arms
agreements worth approximately $400 million each with Saudi Arabia and Iran from 2004-2008.

Chinese arms sales to Iran is an issue that requires continued attention and dialogue. There have been
several moves in the right direction, such as China’s support for UN Security Council Resolutions 1737,
1747, and 1803. Broader improvement in China’s non-proliferation efforts to promulgate export control
laws and regulations, strengthen oversight mechanisms, and commit to respecting multilateral arms export
control lists has also had a positive impact vis-a-vis Iran. There remains more for China to do to curtail its
arms relationship with Iran, particularly with respect to transfers of conventional weapons and dual-use
technology. We believe that China, as a responsible international actor, should not be exporting
conventional arms to Iran when Iran continues to supply arms to extremist groups in countries on its
borders. This volatile region and these dangerous groups need fewer weapons, not more. We continue to
closely monitor and track this issue, and to communicate to the Chinese that we believe that recent business
dealings with Iran are counterproductive to regional stability.

China’s Security Engagement in Africa

Over the past decade, the PRC has expanded existing military relationships in Africa, relationships that
formed when China was working to