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Foreword

China and America are the maor world powers. The nature of their
relationship has a bearing on every nations of this bio -hemisphere. Their
good ties and better understanding is in the larger interest of the entire
mankind. As way back in 1998, President Clin ton had ascertained that US
rivdry with China would not be only "undesrable but dso
counterproductive.”” The world a large welcomes Sino -US relaions being
close and gdtable. It is to rule out forever, the dichotomy of containment or
engagement in favor of 'drategic partnership’ which has been maintained
since the Sino-US Summit in 1998. As has transpired, President Bush and
Premier Wen Jiabao a their Summit in December 2003 had emphaticaly
reiterated the 'spirit of mutual understanding and respect’ as  conducive to
the world peace and prosperity. Convincingly, the most compelling factors
to bring these two world powers together are the mutua needs for the
resolution of nuclear proliferation, internationa terrorism, and sustainable
development and so on. These two countries need each other further for
the success of globalization and establishment of peace and Stability in
Asia and the world. The rise of rivalry of the nuclear proliferation in South
Asiasince 1998 has prompted further need for the Sino-US cooperation.

The ‘interaction-program on Sino -US relations and its globa implications
with specid reference to Nepd' organized by China Study Center (CSC) in
December 2003, in the wake of Chinese Premier Wen Jigbao's historic
visit to the USA, has been the first of its kind. The program has been as
semind and thematic as the exclusve paticipation by wide  -ranging
scholars, diplomats and professionds. It is timely that CSC has marched
on such a program of interest and importance as to deduce a fa r-reaching
conclusion through impressive deliberations as the interactions have
delivered. The activity of this kind has on one hand, explored the anatomy
and on the other attempted a foreseeing the progressive development of
Sno-US relations. 1t has ads o endeavored to highlight potentid and
strategicaly important medium sized nation like Nepa which aspires for
the better understanding between Chinaand the United States.

1



Hence this publication entitied 'China, the United States and Nepd ' is a
yeoman sarvice in the area concerned. The Center would fed graceful if it
succeeds in the dissemination of the information so valuable with regard to
the development of Sino -US relations. The Center welcomes candid
comments and suggestions from the readers.

Madan Regmi



Editor'sNote
Beyond Sino-US Bilateral Affairs

Welcoming Chinese Premier Wen Jiabao at the White House on December 9,
2003, President George Bush of the United States of America described the US
and China as "partners in diplomacy working to meet the dangers of 21t
century." He further added: "As our two nations work constructively across areas
of common interest, we are candid about our disagreements. The growing
drength and maturity of our relationship alows u s to discuss our differences,
whether over economic issues, Taiwan, Tibet, or human rights and religious
freedom, in aspirit of mutual understanding and respect.”

Replying to President Bush on the occasion, Chinese Premier Wen said, "Our
cooperation in awide range of areas such as counterterrorism, economy, trade
and international and regiona issues has effectively safeguarded our mutua
interests and promoted peace, stability and prosperity in the Asia Pacific region
and theworld at large.”

The key policy statements above from President Bush and Premier Wen, beyond
any doubt, eloquently establishes the importance of Sino -US relationship for the
Ada-Pacific region and the world at large over and above the hbilatera ties

existing between the two great countries.

Though the spirit of mutual understanding and cooperation are the driving forces
of contemporary Sino-US relationship, estimates of 2002 indicate that China has
a long way to go vis-a-vis the United States to realize a fully developed countr y
status (see table below).

Status of China and USA in the global economy

S N. | Items China USA
1 Share on the globd | 4% 32%
economy
2 | PercapitaGDP 5000 US$ 37600 US$
3 GDP growth rate 75% 24%
4 Tota Exports 3255 hillionsf.o.b. 687 hillionsf.o.b.
5 Tota Imports 2953 hillionf.o.b. 1.165trillionf.0.b.

Sources: www.factbook.com, www.peopledaily.com.cn. " China Props Up World Economy," 24
March, 2003, Stephen Roach, "Global Vent," Morgan Stanley, 19 December, 2003.
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Estimates of 2002 aso inform that the US accounts for 9.2 percent of total
imports of China and it stands as the fourth largest import partner of China
whereas China accounts for 11.3 percent of the total imports of USA and it stands
as the 3rd largest import partner of USA. Despite those impressive figures, China
appears to be very clear about the socio -economic challenges that it faces. With
30 million people lacking in food and clot hing, 23 million city-dwellers living on
a subsistence allowance, 60 million disabled and handicapped people in need of
socia security, ten percent of Chinas population, which is about 39 percent of
the US population, has yet to be involved in Chinds dr ive for creating a well -off
society. The most important issue therefore for contemporary China is to "ensure
stability and development” for al of its 1.3 hillion people. This is why China has
redistically set its development goals. It has targeted 2049, the centenary year of
the founding of the People's Republic, for reaching a level of a medium
developed country. Chinas unparalleled realism makes much critical sense when
one recognizes distributive justice as the emerging fundamental value in Chinas
modernization, reform, and of late, the concept of coordinated devel opment.

Chinas indigenous pragmatism and sober self -assessment towards its own future
national capability diplomatically puts cooperative partnership rather than
competition with the US as the most critical point in its bilaterdl as well as
multilateral agenda with the US. And perhaps it is this didtilled sense of
partnership, often but not aways adequately reciprocated by the US, that
encourages countries such as Nepal to have added confidencein its future.

Contextuadly, it was this unprecedented regiona and globa importance of the
Sino-US relationship and its invariably strong relevance to a country like Nepd,
that prompted the China Study Center (CSC) in Kathmandu to organi ze the
interactive program on Sno-US Relationship and its Global Implications with
Special Reference to Nepal on 18 December, 2003. The program theme indeed
covered three worlds-the first (the USA), the second (China), and the third

(Nepal).

For the Asia-Pacific's South Asian sub-region, and more specificaly Nepa, an
ancient country of the great Hindu -Buddhist civilization located in the Himalayas
between Republic of India and People's Republic of China, matters relating to
security and  counterter rorism, propagation and expanson of Buddhist
spiritualism, religious tolerance and freedom, and socio -economic development
are of vital national as well as international significance. It is thus heartening to
note that both China and the US give common pr iority to these matters, athough
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there is a marked difference in the way each country looks at the order of the

things as determined by its respective moorings. For example, China plans to

move faster to redlize coordinated development between its less de veloped
western region including Chinas Tibetan territory, which borders on Nepa, and

more advanced eastern region. That explains the value and priority it gives to

peace and stability within and outside its borders. The US, on the other hand,

recognizes Chinas discovery of economic freedom and hopes that Chinds

economic freedom will help foster interna social, political and religion freedoms

aswell.

We at the CSC evauate highly the ever -maturing Sino-US relations. We view it
as a historic phenomenon, which internationaly offers enabling opportunities for
China's Western neighbor, Nepal. A stable and mature Sino -US relations can
profoundly contribute in adding al -round value to Nepa's unmatched spiritual
heritage and natural endowment that hold universal recognition. It can help Nepal
to rightfully conserve and protect its Buddhist heritage. It was Nepa, hirthplace

of Gautam Buddha and Bhrikuti, from where Buddhism was taken to China

Buddhism, characterized by Panchasheel, provides the comprehensive and
common spiritual space wherein the inter -civilization dialogues, even between
Chrigtianity and Islam, could be carried out.

Another area of Sino-US cooperation in Nepa is water energy. According to a
Wall Street Journal report, December 2003, China is now the second largest
petroleum user after the U.S. China's need of energy has implications for stability
in the globa economy and environment. In this part of Ada, eastern Himalayan
water and rich bio-diversity has always remained an area of interest for the US.
Sustainable development of this water possesses huge potentia of generating
environmentaly friendly energy. Harnessing of water energy can contribute
towards establishment of clean development mechanism under the Kyoto
Protocol. If the US and China, under the WTO regime, bring together their
capital, technology and construction skills, Nepa and its neighborhood will not
only have clean energy, but aso receive the needed impetus for industriaization,
which will ultimately help raise the living standard of the teeming millions. Sino -
US cooperation in harnessing the Himalayan water energy bodes very well with
the phenomenon of climate change too. The hedth of the water will assume
critical significance in the days ahead as the role of climate change, especialy
global warming, is predicted to affect the Himalayan eco-system, the main stay of
fresh water in the region thereby serioudly atering the availability of water in
time and space. The Chinese Academy of Sciences under the State Council has
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expressed its willingness to join multilateral studies on impact of climate change
on the Himalayan ecology. Nepa could take note of such offer and take initiative
to link water energy development with systematic research on the impact of
climate change and global warming on the Himalayan ecology.

Rare as was the opportunity provided by the CSC interaction program, it could

help bring forth the latent prospects inherent in the Sino -US relationship vis-a-vis
Nepal. There was a clear recognition in the interaction program of the fact that

Nepal should adequately assert and utilize its geo -strategic and spiritua position
by diplomatically redeeming growing political and economic ties between China

and the United States.

The organization of this publication follows an order whereby the thoughts of the
organizers are placed in the beginning of the program. It is followed by
introductory paper presentation by Mana Ranjan Josse, a leading foreign affairs
commentator and the Consultant Editor of the People's Review Weekly. The
sparkling intelligence and incisive experience of the discussants from the floor
duly occupy the middie of the interaction program proceedings. The publication
again provides a space to the organizers towards the end of the program where a
vote of thanks is also proposed and the program is summed up. This publication
fully utilizes the thoughts recorded during the proceedings and provides complete
justice to the contributions made by the participant discussants in the progra m.
To adequately enrich the vaue of this publication to researchers, policy makers
and foreign affairs practitioners, the editor has annexed policy statements of
President Bush, Premier Wen and US Assistant Secretary Kelly a the end of the
publication.

This publication may not have come to this fina stage without the help of my
two young consulting partners. Sachin Upadhyay, sociologist and a creative
writer, assisted in preparing copy out of the tapes. Pravin Ghimire, engineer and
a vociferous learner, provided support in reviewing the materias, examining their
consistency and compiling the whole proceedings. | am thankful to Upadhyay
and Ghimire.

| am deeply obliged to Mana Ranjan Josse, the pioneer of specialized
commentary on foreign affairs in the Nepai media, for his generous inputs in
assuring the quality of this publication. | am benefited from the valuable advice
of Madan Regmi, Chairman, China Study Center during the finad copy
preparation of the publication. | believe this publicat ion, coming out from this
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level of hard work and insight, would go a long way in informing countries such

as Nepa how to reap rich dividends from a Sino -US relationship which is getting
mature, sober, more open and engaged, on the one hand, and, on the ot her, calling
upon China and the US to honor the vital interest of a least developed county like
Nepal.

Upendra Gautam



Abbreviations

AFP Agence France Presse

AP Associated Press

CIA Central Intelligence Agency

CsC China Study Center

CTBT Comprehensive Test Ban Treaty

EU European Union

f.ob. Free on Board

FDI Direct Foreign Investment

GDP Gross Domestic Products

INTERPOL International Police

MFN Most Favored Nations

NGO Non Governmental Organization

PM Premier/Prime Minister

SAARC South Asian Association for Regional
Cooperation

UML United Marxist Leninist

UN United Nations

UNHCR United Nations High Commission for
Refugees

USUSA United States/United States of America

WMD Weapons of Mass Destruction

WTO World Trade Organization
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Welcome Speech

Prof. Dr. Mohan Lohani, Program Convener, Former Royal
Nepali Ambassador to Bangladesh

I hope al our
distinguished guests are Photograph - 1
seated. We are going to
sart  our interaction
Program. May |, for your
information, give you an
outline of this morning
program. The program
convener will deliver a
welcome  speech. A
statement by Mr. Madan
Regmi, Chairman of the China Study Center (CSC) will follow it. Then
Mr. Mana Ranjan Josse, a leading foreign affairs commentator, will
present an introductory paper to initiate discussion on the selected theme.
The floor will then be open for an interaction. The discussion will last
about one hour. Dr. Upendra Gautam, General Secretary of CSC, will
give his remarks with a vote of thanks.

Prof. Dr. Lohani delivering welcome speech

It is my pleasure to welcome you al to this interaction program. The
CSC has organized this brief sesson following the recent visit of the
Chinese Premier Wen Jiabao to the United States. This visit of the
Chinese PM, described as very successful, attracted worldwide attention.
This was something we all expected.

China and the United States, as magjor powers, play a decisive role in
internationa relations. As permanent members of the United Nations
Security Council they are the parties to important decisions relating to
issues of international peace and security. After the historic visit of US
former Presdent Richard Nixon to China three decades ago, Sino-US
relations, despite strain and stress from time to time, has steadily grown
over the years. The United States continues to recognize the importance
of Chinese presence in world affairs. The spectacular growth rate of
China during the last two decades has put this most populous country on
the economic map of the world. China is a mgjor trading partner of the
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United States athough the US grumbles about its continued trade deficit
with china. Aware of the Chinese clout in international affairs, former
presdent Clinton during his vist to China in 1998 cdled upon the
Chinese leadership to help resolve the Indo-Pak dispute since this region
witnessed military confrontation in the Kargil sector of Kashmir, which
had amost pushed these two South Asian neighbors to the brink of war.
The US dso expects China to use its clout with North Korea so that the
later might abandon its ambitious nuclear program. These are a few
instances of how China is looked upon as an influentiad member of the
international community with the status of a world power. A school of
thought believes that we continue to live in a unipolar world even after
the end of cold war. The Chinese do not subscribe to this viewpoint.
They say internationa politicsin no longer unipolar, it is multipolar.

Be that as it may, taking about our own relations with China and the
United States, they are very close, cordia and cooperative. Both China
and the United States have pledged to respect our national independence,
territorial integrity and sovereignty. Besides, they have aso assisted
financiadly, materidly and technicaly in our development endeavors.
Both China and the US have expressed concern about the on going
insurgency and acts of violence and terror in this country. China has
categorically stated that the ongoing insurgency is an interna affair of
this country and has also expressed the hope that this country has the
requisite resilience, capability and strength to overcome this crisis. The
United States has, however, pledged its continued security and economic
cooperation to Nepal in its fight againgt terrorism and the insurgency.
Christina Rocca, US Assistant Secretary of State for South Asian Affairs,
who is currently on a visit to Nepal, has reiterated this pledge, as you
may have already read in the press. China and US have appreciated
Nepa's commitment to nonalignment and its active role in the UN and
the SAARC. They had, incidentaly, supported our zone of peace
proposal in the past. Nepd has consistently taken the position that it will
not alow its teritory to be used for hodile activities against its
immediate neighbors. As we are situated between two Asian giants, we
believe in best of relations with al countries of the world and in
particular with our immediate neighbors. We welcome the growing
friendship between China and US and expect that these relations will
grow in the years to come not only for their bilatera interest but aso for
the world peace and security.
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Immediately after me you will hear a statement from Mr. Madan Regmi,
Chairman of China Study Center. His statement will further enlighten us
about Sino-US relations. A very important statement will follow this
from Mr. Mana Ranjan Josse, who has kindly agreed to present an
introductory paper on today's theme to help initiate a discussion for the
interaction program.

With these words | welcome you once again to the program and hope
that the program will be lively.

Statement on the Relevance of the Theme
Mr. Madan Regmi, Chairman, China Study Center

Today this digtinguished PHOTOGRAPH - 2
gathering is here to
interact  on  Sno-US
relationship and its global
implications with special
reference to Nepal. Thisis
a very important subject
matter. It has an enormous
importance  with  globa
ramification. The Sino-US
relations have been moving ahead with ups and downs. Dr. Henry
Kissnger defines this relationship as being of a roller-coaster nature. For
a peaceful and prosperous world order, the relations between China and
the United States of America, the World War 11 dlies, should be
consstent, converging and tension free. This can be accomplished
coherently if the United States sticks to three joint agreements it entered
into with China in 1972, during the visit of US President Richard Nixon
to China. In recent times, the Sino-US relations had appeared to be
somewhere in trouble; now it looks to be back on track. This evinces the
resilience and the growing strength of their bilateral ties based on
economic interdependence and understanding about the enduring values
of this reationship. If it is breached both are bound to suffer. It is
gratifying to note that both sides are aware of the sengtivity inherent in

Mr. Regmi delivering statement

12



the mutual relations. We commend the increasing degree of maturity in
the Sino-US relations.

The recent officia visit of the Chinese Premier Wen Jiabao to the United
States of America was a great success. The warm welcome accorded to
him by President Bush confirms once again that China and America are
to cruise together to address many of the international as well as bilateral
issues. This is good for both the nations and also to the world at large.
Indeed, the visit has been described as "not only important, but also very
successful.” Chinese Premier Wen Jiabao's declaration that he and
Presdent Bush believed in the China-US relationship as being "the most
important State-to-state relationship and the development of the US
China relationship is conducive not only to peace and stability in the
Asa-Pacific region, but aso to peace and prosperity in the whole world"
clearly illustrates the strong bond of friendship and understanding
between China and America

China is our northern neighbor, a good friend, a great power and a donor
whose economic aid has been contributing towards the well being of
Nepa and its people. We highly value our friendship with China and are
fully aware of the bright prospect of the Sino-Nepal relation. The United
States of America is geographicdly far away from us, but being the
richet and most powerful country of the world, it can effectively
contribute for a just and peaceful world order as well as for the economic
development of the needy country like Nepal. America has never been a
threat to Nepa and its support to strengthen our sovereignty and
territorid integrity is of great vaue for us. Its economic participation in
major hydropower projects like Karnai and others is the most desired
one for the prosperity of not only Nepal but of the whole region. But the
United States must keep in mind that it should not pressurize Nepa to
abandon her own nationd interest. We want prosperity and security of
both China and America but we also need security guarantee from them
S0 that our right to exist cannot be denied by any power. In view of the
growing friendship between China and the United States, we may have
the oppurtunity rot only to share peace and prosperity dividends accruing
from their mature relationship, but may aso have guarantee for our
nationa security. This is precisely what we had in our mind when we
selected the theme for this morning's interaction. | look forward to
having a candid, open and fruitful interaction.
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Presentation of Introductory Paper on Sino-
US Relationship and its Global Implications
with Special Reference to Nepal

Mr. Mana Ranjan Josse, Foreign Affairs Commentator

| deem it arare honour to
be requested by the China
Study Centre to present a
brief introductory paper to
gimulate discusson on
the rather novel theme of
Sno-USrelations and its

PHOTOGRAPH -3

global implications with Mr. Josse presenting introductory paper on
special referenceto Nepal the theme

before  this  highbrow

audience.

INTRODUCTION

The endlesdly fascinating subject of Sino-US relationsis, as al know, as
expansive in scope as it is complex in nature. Notably, the development
of that multi-layered relationship has neither been linear or smooth.
Indeed, if anything, it has witnessed periods of intense hogtility and
suspicions. At other times, however, it has been infused with more
pleasant sentiments — including romanticism — fostered by generations of
American missionaries keen to spread the Gospel in pre-Communist
China.

What may dso be recdled is that, during World War 11, the US “put
70,000 military men into China to train Chiang (Kakr-shek)’s troops to use
American weapons flown across the Himaayas, and to fly bombing
missions against Japan and its forces in China. For a brief period,
relations with Mao (Zedong)’'s Communist guerrilla forces were good.”

(1*)
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WEEK THAT CHANGED THE WORLD

For our limited purposes here, however, | will focus on the contemporary
period beginning with “the week that changed the world” — to use
President Richard M. Nixon's much quoted phrase — in February 1972,
marking the momentous reopening of diplomatic contact between the US
and China

Despite understandable hyperbole, there is no doubt that it did send
surging shock waves through Tokyo, Taipei, Saigon, Moscow, New
Delhi and, even, Kathmandu (of which more later), indelibly dtering
hitherto exigting internationa relations equations.

And, why shouldn’t it? After al, China in those days, as Henry A
Kissnger recdls (2*), “stood out for its ideological fervor based on
Mao's little red book”, when he and Richard Nixon “of the strident anti-
Communist rhetoric and Mao Zedong of the pithy and contemptuous
anti-capitalist dogans came together to launch their geopolitical
revolution.”

That “geopolitical revolution” had been sparked by indications of
moderation in China following Red Guard radicalism in the Culturd
Revolution of 1966-1967 and, post-1969, by China's perception of
imminent threat to her from the Soviet Union, a million of whose troops
were massing on her borders.

The American strategic objective was “to transform the two-power world
of the Cold War into a triangle and then to manage the triangle in such a
way that we would be closer to each of the contenders than they were to
each other, thereby maximizing our options.” (3*)

In concrete terms, the up-shot of the ground-breaking Nixon visit was the
Shanghas Communiqué of February 28, 1972 in which the hard
differences in Chinese-American policy, particularly those over Taiwan,
were acknowledged, defined and catalogued. It initiated a Long March in
normaization process of Sino-American reations. Since 1979,
Washington has observed a “one-Chind’ policy when it switched
diplomatic recognition from Taipei to Beijing.

15



CHANGES AND THEIR IMPACT

Today, as one surveys the post-1972 era in USChina ties, it is
impossible to ignore that vast, and in some cases, abrupt transformations
that it brought about not only in terms of the world's relations with
Beijing and vice-versa but, indeed, of shifts that have occurred largely, if
not solely, because of the multi-tiered implications of normalization of
America-Chinarelations.

I will only mention one instance here: the cementing of strategic linkages
between India and the Soviet Union through the 20-year old treaty of
1971 between them. It was to lead, ultimately, to the breakup of Pakistan
and the emergence of Bangladesh, with Indian military intervention.

As most are aware, the calculated dismemberment of Pakistan, via Indian
intervention supported by a Soviet veto a the UN Security Council,
created a papable sense of vulnerability in Nepal. That was to be
immeasurably heightened with Sikkim’'s merger with India in 1975,
following the anti-Chogyal agitation by Sikkimese political parties, and
led, in my view, to King Birendra's proposing that Nepal be declared as
a Zone of Peace.

However, to return to the impact on India of the 1972 shifts on the Sino-
American stage, now follows two divergent perspectives — one Indian,
the other American.

According to former Indian foreign secretary, JN. Dixit, who suggests
that India’'s moving closer to the Soviet Union was a direct result of the
goings-on between Washington and Beijing, as even before the Nixon
vist, “the US had initiated steps to rormalize relations with the People's
Republic of China, and the Government of Pakistan was playing the role
of intermediary in establishing backdoor contacts between Washington
and Beijing.” (4%)

A noted American journdist, Seymour Topping, has an atogether
different point of view. Says he: “The Peking leadership had been
impelled by paramount considerations of nationa security to enter into
negotiations with the United States. Mao’'s crucid stake in the success of
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the negotiations was clearly indicated when the Chairman received the
President immediately after hisarrival on February 21, 1972.

“Since the mid-sixties the Chinese Communists had been plagued by a
nightmare of encirclement by the Soviet Union, India, Japan and the
United States. In the months before the Nixon vist, anxieties in Peking
sharpened, and there was more preoccupation with the dangers, rea or
imagined, of the encirclement and dismemberment of China than with
the quarrel over Taiwan.

“In August 1971 Peking saw the Soviet Union and India conclude a
twenty-year treaty of ‘peace, friendship and cooperation’ which the
Chinese interpreted as a military aliance aimed at China The division of
Pekistan after the Indian invasion of the East in November 1971 in
support of the Bangladesh movement reduced to impotence the state
which Peking had counted upon as a counterpoise to India on the
subcontinent.” (5*)

As| clearly recall, there was a sense of quiet jubilation in the corridors of
powers here in Kathmandu caused by Kissinger's secret dash to Beijing
in July 1971 followed by the Nixon visit of February 1972. Having close
and friendly ties with both Bejing and Washington, Kathmandu's
sentiments were only natural. Although not many here had the time, or
inclination, to mull over its significance, | remember noting this happy
turn of events: that the strategic shift in Indo-Soviet relations coincided,
more or less, with a smilar movement on the Sino-American front.

For a country placed uncomfortably between India and China, this was
most fortunate geopolitical happenstance. One shudders to contemplate
Nepd’s fate if the virtua Indo-Soviet “dliance” had not met head on
with the breakthrough on the Sino-American relations front at around the
sametime!

Moving on, let us briefly examine how China and the United States,
hogtile enemies for more than a quarter of a century, had, by 1998, come
to share much common ground even on sendtive issues relating to
nuclear non-proliferation and WMDs. This was brought to light when,
following India’s and Pekistan’s nuclear tests in May 1998, China and
the United States issued a joint statement on South Asia critical of those
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tests after President Bill Clinton's summit meeting with his Chinese
counterpart in Beijing in June 1998.

In that document, Clinton and Chinese President Jang Zemin “urged
India and Pakistan, acknowledged nuclear powers after surprise tests in
May, not to deploy nuclear weagpons and to sign ‘immediately and
unconditiondly’ a globa treaty prohibiting nuclear testing. (6*)

POST-9/11

The remarkabl e distance that the two countries have traversed since 1972
was manifested dramatically during Chinese Premier Wen Jiabao's
recent three-day officia vist to Washington.

Visibly annoyed by Taiwan President Chen Shuibian’s repeated threats
to cal a controversia referendum directed against China, US President
George W Bush, with Wen at his side, publicly criticized Taipel over the
proposal, even while recommitting the United States to the “one-China’
policy, and to the three joint communiqués that are the bed-rock of Sino-
American relations.

Going a bit deeper into the past, one notes the emergence of a large area
of drategic convergence between China and the United States, in the
wake of the 9/11 terrorist attacks on America in 2001by the Al Qaeda
terror network. That was an earth-shaking event, even more shattering to
Americans than Pearl Harbour had been, whether in terms of innocent
victims killed or its overarching strategic globa implications.

Beijing was quick to come aboard Bush's “war against internationa
terror” not least since it, too, has been a victim of separatists who adopt
terrorist means to push for an independent Idamic state of “East
Turkistan” in Xinjiang province populated by Turkic-spesking Uighur
Mudims. Only the other day, for example, “Chinaissued its first ever list
of Mudim separatism groups and individuas accused of carrying out
terrorist acts, and called for internationa help to wipe them out and their
leaders.” (7*)

As the world knows, 9/11 led to an America-led military offensve in
Afghanistan against the Taliban regime harbouring Osama bin Laden and
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his Al-Qaeda terrorists, including some Uighurs. That had, among other
things, the unintended consequence of making Pakistan dump the
Tdiban and opt, instead, to join in Bush's “war on internationa terror.”

It, incidentally, complicated the then sweetening ties between
Washington and New Dehi, a reationship which not a few policy
makers in South Block had been keen to convert into a full blown
strategic aliance.

Of course, a more delayed consequence of 9/11was official sanction to
the doctrine of “pre-emptive’ or even “preventive” war frowned upon by
other powers, including China. In time, it led to America’s decision to go
it done, if need be, with her invasion of Saddam Hussein's Iraq which
was roundly criticized by mgjor world players, including China

For the record, it may be noted, though, that Chind's opposition did not
take on the stridency of that associated with Russia, Germany or France.
Beijing has not, of course, been a pushover for Washington. As much
was made evident by her strong opposition to Bush's plans for missile
defense and her insistence on not alowing an American surveillance
aircraft to leave China in one piece, dter it was made to force land
following a near-collison with a Chinese aircraft off the coast of China,
afew years ago.

GROWING CONVERGENCE

Sno-American cooperation has been spectacularly underlined with
regard to North KoreanUS differences over the formers nuclear
programme. Indeed, as Kissinger has recently argued China role is
“crucid” in that regard (8*). As North Korea's ally and principal trading
partner, sharing a long frontier and much common history, Beijing
“knows that a North Korean nuclear military capability would bring near
its nightmare of a Japanese nuclear military programme.” (9%)

In his view, “China’s conduct has left little doubt that it seeks a
resolution, and urgently” (10*) having declared North Korea's nuclear
military programme unacceptable and has been “the driving force in
assembling the new forum” (11*) comprising North and South Korea,
the United States, China, Japan and Russia.
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Kissinger also acknowledges that China's role is “crucial to ensure a
common stand with America’s aly in South Korea, without whose
support it will be very difficult to assemble the pressures needed to bresk
the deadlock.” (12*)

Differences between the US and China do, of course, exist including
those in the sphere of human rights and democracy which are supposedly
a the core of the Bush administration’s foreign policy. But, as Sandy
Berger, national security adviser in the Clinton White House, has
explained, “foreign policy is aways a process of trading off, of striking
the right balance among fundamenta principles.” (13*)

Hence, while it is often a complicating factor, it has not been dlowed to
derail the relationship that by now has, apart from strategic or realpolitik
consderations, a very dgnificant economic and trade component,
beneficia to both the countries. Thus, while US officids have warned
Beijing about its soaring trade deficit with China, concerned officias in
China argue that the two economies are complementary and that the
deficit is not as big as people in America claim.

That asde, many hold that the furore in Washington over the rapid
expanson of Chinese exports and dlegations that Chinds yuan is
undervalued masks a growing convergence between the US and Chinain
diplomatic affairs.

According to Ezra Voge, an East Asia expert, the convergence is best
observed on the campus of Harvard University. “There, hundreds of
Chinese, including mid-career government officials and officers from the
People's Liberation Army, are studying medicine, public hedlth, urban
planning, comparative democracy, journdism, busness, public
administration and other subjects once considered controversid in the
communist nation.” (14*)

Brief mention has already been made of China's apprehensions about
encirclement. | would like to add that although there is a “China threat”
lobby in the US — as dso in India — there is Smply no getting away with
the fact that the two major powers separated by the wide expanse of the
Pacific Ocean do not have any territorial disputes. As such, it is difficult
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to see why the US should join in any anti-Chinese crusade, certainly not
for the sake of others.

Aside from the fact that Chinese armed forces are not stationed anywhere
outside China, it may be noted that long before 9/11 China had morphed
from an ideologica state to a trictly geopolitical power. While ever aert
about its security, China has being playing an ever moderate and mature
role in international affairs, within and outside the United Nations, as
also in the Asia Pacific region. As such, | do not foresee fundamental

clash between the two anytime in the foreseeable future.

A NEPALESE PERSPECTIVE

Had that not been the case there would have been grave foreign/security
policy implications for Nepa. In the heyday of Chind's revolutionary
past, however, the impact of hogile Sino-US relations was felt here in
Nepal, too. On the one hand, it witnessed American interest as “a
listening post” on China, and particularly Tibet, second only to China-
watchers Hong Kong.

The clandestine help to Tibetan Khampa rebels then in Nepa’s northern
belt by the CIA has been documented and was widely publicized by
noted American columnist Jack Anderson. With Sino-US normaization
that form of US interest in Nepal, happily, has ended. One predictable
side effect, though, was that American interest dackened off, a process
that was further accelerated with the end of the Cold War.

In fact, it was only after 9/11 that American interest in Nepa was re-
kindled, a development which witnessed the first ever vist of the
American secretary of state. That, of course, has to do with Nepd’s
Maoist insurgency that the US now considers a threat to its nationa
interest. Even today, for example, such an interest persists as is borne out
by the presence in Kathmandu of Christina Rocca, US Assistant
Secretary of State for South Asian Affairs.

For Nepa, it has become increasngly difficult to balance her

responsbilities toward China, her helpful and friendly neighbor to the
North, with demands occasionaly made by the US for handing over
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illegal Tibetan immigrants to Nepal to the UNHCR, rather than to the
Chinese authorities.

One would like to see afar greater understanding from the US of Nepa’s
difficulties as well as of Chinese sengtivities, given that many of such
“refugees’ promptly proceed to the join the ranks of others around the
Daa Lamain India, many of whom then work for the independence of
Tibet, naturally anathemato China

This is one area that could possibly foul things on the Sino-American
front, posing grest difficulty for Nepa as well.
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Floor Discussion
Mr. Hira Bahadur Thapa, Joint Secretary, Ministry of Foreign
Affairs

Thank you for giving me
the floor. | should aso PHOTOGRAPH - 4
very much thank our
digtinguished journdig,
Mr. Mana Ranjan Josse,
who presented a paper on
Sno-USrelationship and
its global implications
with special reference to Mr. Thapa sharing views
Nepal. | think he has redlly
done good homework in
the sense that he has provided us a historical prospective to the evolution
of American —Chinese relationship. At the end of his paper | found very
interesting remarks with reference to his assessment, which would be of
much importance to Nepal in the context of the rapprochement between
China and US. | redly appreciate him when he says that China—US
relations are moving closer and that bilateral relations between them are
getting stabilized. The most recent example he gave is the latest visit of
the Chinese Premier Wen Jiabao to the United States. During this visit,
the US President categorically mentioned that no unilateral action from
gither Beijing or Taipe would be tolerated. This is certanly very
important in the sense that it has given further reaffirmation of Chinas
one China policy, which the US seems to have acknowledged as early as
1943. | think it was President Roosevelt, who also wanted to confirm that
there is one China. It ultimately came up in the form of the joint Sno-US
communiqué in 1972 and was very much elaborated by 1982 during
Regan administration.

Having said this, my only concern is to know if Mr. Josse thinks that the
trade dispute or the issue of trade deficit, which has been caused by
risng imports of Chinese goods to the US is going to affect rather
adversely on the relation between the two countries? | do have
understanding that it is only the smaller and medium sized companies in
the US, which are objecting or trying to create pressure on the US
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administration to go for trade protection measures against China. These
companies argue that the trade deficit caused by the Chinese import is
not to their advantage. | would redly like to hear opinion of Mr.Josse
about the prospect of relations between the two important countries in
the context of the rising trade deficit. | happened to read one article by
some writer in which he mentioned that the amount of trade deficit in
2002 done, if | am correctly quoting, was more than 1 hundred billion
USdallars.

| would just add a point by saying that the issue of economic
engagement, which is coming up very prominently, is something that we
should appreciate very much. And thisissue is redlly going to play a very
important role in terms of further improving the relations between the
two major powers, China and the United States of America. An on-going
mutual search for economic opportunities between China and US will
play a definite role in shaping their relationship in the near future.

Professor Jaya Raj Acharya, Former Permanent Representative
to the UN

| extend my apologies for

coming late. | just wanted to PHOTOGRAPH - 5
ask a question. The paper is
fine and wel documented.
Given the gradua
normalization of the relations
between India and China and
economic activities and trade

dominating everything ese Prof. Acharya raising a question
and dso in tems of

improving relations between
India and USA, do you foresee or should we al foresee that there might
be some sort of competition for market in South Asia between China and
USA? And if so, what implications will it have for Nepa? And what
should be our response or course of action?
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Mr. Keshav Raj Jha, President, Nepal Council of World Affairs

| have a smal query. The
growing relation between
China and United States
is a hedthy development
not only for our region
but aso for the world at
large. Everybody agrees
with this observation. The
relations between the Mr. Jha raising a question
United States and India
are equally growing fast. But the common factor in this triangular (the
US, India and China) game is the problem of insurgency. Do you foresee
the possihbilities of joint action of the United States, India and China to
flush out the insurgency from our country, which is causing a great loss
to our nation and its stability? How do you see or analyze this question?
Could you kindly throw some light on it?

PHOTOGRAPH -6

Mr. Narayan D. Shrestha, Officiating Executive Director, the
Ingtitute of Foreign Affairs

| find this paper very
interesting. It is done in a
very balanced way. This
is realy an admirable job
done by Mr. Josse. |
would just like to focus
on one particular point.
Mr. Josse has mentioned
in the paper about the US Mr. Shrestha sharing views
preemptive  or  even
preventive war frowned upon by other powers. This particular point
relates to growing friendship or unity between the two powers, China
and the United States. After the Cold War and in particular the collapse
of the Soviet Empire, the US has the only superpower status in the world.
There is a feding that the United Nations Principles of Sovereign
Equality and the Norms of International Relations have been breached at
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times and there is a lack of power balance. As a conseguence of the
growing friendship between China and United States, do you think that
these UN principles would be further trampled? Or will they be
safeguarded by some other means? There might be some fear for the
smdl countries like us if the UN charter and principles were not abided
by in the conduct of affairs of internationa relations. Have you been able
to give some thoughts to this?

Professor Jitendra Dhoj Khand, Central Department of Political
Science, Tribhuvan University

| heartily congratulate Mr.
Mana Ranjan Josse for his PHOTOGRAPH - 8
very good paper. | have
no questions, but |1 have
my opinions in regard to
Sino-USrelationship and
its global implications
with special reference to
Nepal. At present, it is a
matter of happiness that
there is a similarity in the
making of foreign policy between the United States and China
Nowadays, Chinese are adopting the foreign policy making systems on
the basis of plurdization, inditutionalization and proportiondization. So,
the US and China are similar in &rms of foreign policy making system,
which can strengthen the relations between them. Secondly, both the
countries hold smilar view in terms of arms control particularly non-
proliferation treaties and CTBT (Comprehensive Test Ban Tresty).
Thirdly, incidence of 9/11 has further strengthened relation between the
two countries particularly to eiminate the terrorists of the world.
Besides, both countries are joining their hands to eiminate poverty,
illiteracy, diseases, unemployment and menace of drugs. These are
commonalties shared by the two countries.

Prof. Khand sharing views

For good relations both the countries should isolate some of the
substantive conceptual and perceptual differences for examining. And
based on this examination, they should identify them in their foreign and
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national security policy, planning and development that will benefit
formally regularized dialogues in the future.

So far as Sino-US relations and its impact on Nepa is concerned, after
recent capture of Saddam Hussain in Irag, Government of India
requested the political leaders of Nepa on 15" December not to meet
Maoist Leaders or Terrorigt in India. Thisis an impact. Before this event,
Madhav Nepal, the leader of the UML and his colleagues had met the
terrorist leaders, Dr. Babu Ram Bhattarai, Prachanda and others. Before
this event, India did not say anything formally against such meeting. But
after Saddam's capture, situation changed for Nepal. This is a great
impact. Similarly, the government of China aso declared to eiminate the
terrorist in our country on 15" December and requested other countries
of world to eliminate terrorist activities. Yesterday INTERPOL also
requested the government of India to arrest the terrorists. Besides in the
next twenty-four or forty-eight hours Bhutan aso started to eliminate the
terrorists with Indian help.

In this context Christina Rocca, US Assistant Secretary of State for South
Asan Affairs, visited Nepal and our Chief of the Army Staff Pyar Jung
Thapa requested her to get more helicopters and other security equipment
to diminate the terrorists in Nepal. So the USled counter-terrorism
initiative has made a great impact in South Asia particularly in Nepa

where more than five nuclear powers are taking interest.

Professor SMohammad Habibullah, Central Department of
Political Science, Tribhuvan University

Thank you very much Mr.
Josse for preparing a very
good paper, which
enlightened us with the
maor  world  events.
Actualy, thisis afact that
to day world isin favor of Prof. Habibullah sharing views
the United States but in
my observation in the last
century, we do not find

PHOTOGRAPH -9
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consistency in the US foreign policy. There was time when the
Americans were telling their children "deep otherwise the communist
will come." Now here is a time when the Americans are saying to the
world that there is a terrorist and we must bring them to justice. Well, |
know that al the big nations of the world including India have their own
perspective and policy, which are shaped by their interna and externa
interests.

Nepal, as a small nation, was very peaceful due to the certain world
strategy or policy. Nepa was calm during colonial and cold war periods.
After these periods, Nepa is facing insurgency and disturbance. It is
facing a very difficult time. In this context, now could you please tell us
if the big nations do have only their own interest to be fulfilled? They
seem to be trying their best their interest in the name of economic
development, globalization, WTO, human rights and democracy. These
are mere dogans, which are not fulfilled in real sense. What we have
however seen is China has achieved certain goas because of her own
efforts. Indiais too trying to achieve her own godls.

Nepd is in-between China and India. | do not find that China has ever
come closer to Nepal after the Second World War as India has. But
Nepal's political parties and journalists are divided whether to appreciate
and support Indian philosophy or to go to the camp of China. Nepd is
redly having a difficult time to sdect. The basic problem is how to
maintain and achieve our own nationa goals to satisfy the people at
large, which have been deprived of many facilities like human rights and
democracy. So what do you suggest or what should be the nationa
policy ether to solve our own problems first rather than to follow the
external strategy or the neighboring policies?
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Dr. Minendra Rijal, Chairman, Apex College

| just wanted to add few
things on economic front.
You al know China holds
tremendous potentid for
the future. You rightly
mentioned in the paper
that so many Chinese are
being trained in the US
and then going back to Dr. Rijal sharing views
China And working for
the country is certainly going to hold good potentials for China. But at
the same time we tend to lose the site of proportion China and US are
competing. But size does not match for Chinese economy to be as large
as US economy. | am not talking about the per capita in terms of tota
GDP. | mean if China grows every year with 10 percent, then it will take
at least 20 years. Let us keep that in mind. We can not lose our sight on
that. That is very important. Secondly, we cannot lose the sight on the
fact that China till needs to manage its political change process in future
that may be very smooth one or may not be? Let us keep that insight. If
we keep these two things in minds probably we can think of trade
between the US and China. Trade deficit is an issue but it is not an
important issue as has been said in many contexts. | guess a circumstance
of evidence on that is there was a time when Chinas MFN status had to
be renewed on an annual basis. One of the things that was used to be
reviewed before renewal was human right situation in China and then
came a time when human right was completely de-linked with the trade
issues and MFN status had absolutely no relationship with the human
right stuation in China. That certainly shows importance of trade
between China and the United States and at the same time keeps in
perspective the proportion of the size of the trade between these two
countries. It is still China we are talking about and not Japan. We have to
keep that in our mind too. If we do this then probably, it brings us to
China, India and US rdationships. Certainly China and India, each one
of these countries would like to compete for American market. But we
have to keep in perspective that India is not more than probably 67-8
years behind China in terms of economic development. India can
certainly catchrup with China very eadly in those 6-7-8 years or
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probably 10 years. Firstly, these two countries would compete for US
market and secondly, they at the same time have regiona interest also to
keep the globa power off the region. How much will they coordinate to
keep the globa power off the region and how much will they compete to
get US market would certainly have tremendous implication on Nepd,
China and India relationship. | guess, we have to keep these in mind. At
the same time India has other things like historicadl or probably
geographical imperatives. This means India geographicaly and
historicaly ties closer with European Union than with America. That is
going to stay there and if you look from China, US looks closer. If you
look to the US from India either you have to go through European Union
or through China geographywise. That is certainly going to matter. So,
whenever we talk about implications of Sino-US relationship to Nepal or
to this region, | guess we have to keep these things in mind.

By the Second World War 50 percent of world produced GDP by US.
Today US produce about 25 percent of the world GDP. Twenty years
from now, that share is going to decrease. | am sure that it is going to
decrease and this is a natural phenomenon. This is not new thing. About
Taiwan, let us not exaggerate Taiwan factor. No one is going to fight
war on Taiwan. It is going to be somewhere between where Taiwan
today is to where Hong Kong today is. Let us keep in mind that Taiwan,
if I am not wrong, is still the largest FDI investor in China

China has brought the largest number of people out of the poverty in past
ten years. That is a tremendous achievement. Let us not forget that. We
have to keep that in perspective despite al other problems occurring
there. WTO is going to have tremendous implications throughout the
world. One of the wonderful things about WTO s that it is a dispute
settlement body. But let us not exaggerate it either. Both Europe and
America have been fighting with a number of disputes. None of them
have been settled. Even after settlement they go through process of
negotiating compensation for a number of years. So WTO is going to
have a lot of implications but at the same time let us not exaggerate that
either.

Findly, somebody talked about India and China We made tremendous
mistake in the past thinking that we have to choose between India and
China. If we keep on thinking so, we can repeat the same mistake as in
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the past. | do not think we have to choose between India and China. We
can have very good relationship with both of those friends.

Mr. Chiran Sumsher Thapa, Retired Royal Palace Official

Thank you for giving me
the floor. Although many PHOTOGRAPH - 11
of the speakers before me
have said many things that
| would have liked to say. |
aso want to thank Mr.
Josse for presenting avery
cogent paper.

Mr. Chiran Thapa sharing views

| would like to say a few
words as you have said on
the aspects with specia reference to Nepal. The basic facts have been
aready mentioned. United States has a power like no other in human
history since Roman times. It has ways been a balance in the past. Now
we have a Ten Trillion-Dollar power with military expenditure
equivalent to rest of the world combined. This is only the power which
can put troops in Iraq and Afghanistan at the same time and also spend
enough money to rebuild the economies. It is the only power in world,
which can point to three axis of evils, and really prepare to face them if
necessary. We have this situation with the United States. With China, |
aways start my lecture by saying: look | will ask you five questions, and
answers to dl five questions is China. The questions are: which is the
largest producer of coal? - China, of cement? — China, of apples? it is
quite interesting, - China again, of Pork-China? and of steel? — China
again. So | cal this CCAPS theory of economic growth of China; coal,
cement, apples, pork, and stedl.

Anyway, given that these are both important countries and of course the
United States has a lot of things going for it, most of the people think that
the economy will keep on gowing better and better. Because they have
two advantages which other rich countries don't have. The population is
growing unlike Europe and this is a factor increasing US economic
potential and of course much of their economic growth is productivity
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led. So the economy is getting more and more productive which is not
always the case in other countries. So, these two factors of course is
going to bring about an even stronger US economy. The US will aso
become increasingly stronger in terms of military power.

We have China, which is of course, risng but it does not come anyway
near, as Dr. Rija has said, where the United States is and it will take
even more than twenty yearsif present trends continue.

Given these two factors, the world's mightiest and strongest economic
power, which is going to be even mightier and stronger economically and
another power which is getting stronger economically and dso is quite
strong militarily. With reference to Nepal, it seems to me that we have to
ask given the fact that we have good relationship with both, whether with
either or both our relationships are adequate? If you take the totality of
relationship between two countries in terms of ad, air links, tourism,
trade, military interchanges etc, it seems to me that both with the United
States, which is on the other side of the world and with China which is
right next to us, the relationship is not at the level of adequacy which is
in our interest. | think, we should focus on trying to see how we can
bring the relationship with the both countries to be more adequate in our
interest and hopefully in their interest as well.

Mr. Bimal Pandey, President, Alliance for Democracy and
Human Rights

| shal be concentrating
more on the implication PHOTOGRAPH - 12
sde with reference to
Nepal. Let us take
examples of the New Y ork
Times and the Washington
Post. Thisisin response to
the points made with
regard to competitiveness.
How are we going to stand
on our own feet? That is
what globalization is al about. So we have to think not like Kathmandu

Mr. Pandey sharing views
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Post and Kantipur, which are so localized. Smilarly, that is how we have
to move further by taking good examples. At the same time, we have to
look into the success stories so that we can apply them here.

Now regarding the competitiveness of society, how are we going to stand
on our own feet? Regarding globaization and WTO, | think we have
dightly moved further. | think once we have accession to WTO, the
safeguard measures fall under the rule of the game. The WTO has rules
now. Once we have the WTO membership, | think we have to switch
on our rethinking of trade and industry towards the new trend. .

The other thing | would like to raise here is how we are going to really
have best of relations with the US as well as with China. | have to be
further encouraged.

Mr. Khaganath Adhikari, Under Secretary, Ministry of Foreign
Affairs

What | say here will not
be the views of the PHOTOGRAPH -13
organization I am
associated with. They will
be my personal views Mr. Adhikari sharing views
| congratulate Mr. Josse
for his very thought
provoking and stimulating
paper. It was very useful.
| am going to add a little
bit, especially about the US China relations and its implications to global
issues. What | fed isthat whatever the perceived rapprochement between
China and the United States in recent years, they are not coming that
close as we see from outside. My first assumption is that they still stand
to represent two different ideological blocs. United States represents the
libera democracy group and China, the socidist goup. Still these two
blocs are, to some extent, keeping trying to keep them apart. In the latest
issue of The Economist, | saw a very symbolic cartoon. When the
Chinese Premier visited the United States then President Bush lays a red
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carpet for him and Taiwan and trade issues are under the red carpet.
Does the United States really want to keep aside these two issues, which
from their point of view are very important? It seems yes. But, as | said,
given the differences of two underlined factors that will felp to keep
these two countries apart, there are some factors that have contributed to
bring these two countries closer to each other. | would like to call them
convergence of interest. Both of them have their own interest to come
closer to each other.

From the Chinese prospective what | fedl is, China needs peace, security
and dability for its domestic development. So it does not want any
confrontation with powerful countries like the United States which will
not be in its interest. The second point would be China wants to benefit
from the economic prosperity of the United States and its technological
development. The third point would be China doesn't want or perhaps
doesn't think it very feasible or conducive to its interest to have
confrontation with mighty power like the United States. Also the fourth
point | would say, China wants to be increasingly involved in
internationa  affairs to become a sill greater globa player. The
rapprochement with the United States certainly helps in this matter as
well.

There are other issues like trade investment, education and culture. It has
already been mentioned before that thousands of Chinese students are
studying in the United States and even American music, movies are
becoming very popular in China. There are also other factors which have
contributed to bring them closer.

From the US point of view, | have been reading in publications that
Western scholars have been praising China for its responsible behavior
and convincing and more confident role in recent years. From the
American point of view their investment is very important. | was just
looking in the Internet yesterday and | found that in 2002 aone there
were 3363 American projects in China. By the end of 2000 there were
atogether 37212 American prgects in China. As aready mentioned by
Joint Secretary Mr Thapa, there is a huge trade deficit between China
and the United States. Internet also informed that in the year 2002, China
US trade was 98.2 hillion. | do not want to discuss these figures.
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Why has the US wanted to have rapprochement or a good relationship
with China? | mentioned that China has become a more responsible and
confident globa power. The economic, trade and investment issues are
very important as well. More important point has become the role that
China can play in maintaining and resolving globa issues such as
terrorism. We have seen from 9/11that China has been cooperating very
much in the global fight against terrorism. We also have seen the active
and very positive role that China had played in the recent talks on the
North Korean Issues. The US also sees that China can be very useful in
maintaining the status quo of peace and security in different regions
including South Asia, East Asia, Centra Asia and even in the Pecific.
These are the issues that have brought these two countries closer and
certainly they will continue in the future as well. For the time being, it
seems that they have basicaly agreed to keep aside their ideologica
differences for the benefit of their countries and for the peace and
security of the whole world. As regards its implications for Nepal, | do
not want to repeat them al. What | should say that certainly the
rapprochement between the two countries, our neighbor China and our
very good partner the United States will be conducive to peace and
development to our country and we need cooperation from both of them.
We want to avoid situations, which we have aready seen few months
ago, like the one regarding the deportation of the illegal Tibetan
immigrants. There are other issues as China has aways been advocating
the interest of the developing countries. Certainly, it will be the
prosperity and development of China and its role till as a globa player
would certainly enhance the voices of the developing countries, which
will bein our interest. Chinas regular emphasis on the five principles of
peaceful coexistence is in line with the constitutional provisions of our
country too. Therefore, we very much welcome the recent development
in rapprochement between China and the United States of America



Mr. Philip Scott Cargile, Deputy Director, American Center, US
Embassy

| am very happy to address the audience. PHOTOGRAPH — 14
Normally | am glad to discuss US-Nepal
relations. But | am not authorized to
discuss US-China rdation.

Mr. Cargile making a point

Dr. Karna Bahadur Thapa, Security
Analyst

| would like to focus only
on security issues with
particular reference to on-
going Maoist insurgency
in Nepal.

PHOTOGRAPH - 15

In 1989 we had requested Dr. Thapa sharing views
China for arms dedl on air
defense system and now at
the time of real trouble we
switched this idea to
Belgium and the United States dthough by proximity and historica
security perspective China and Nepal have closer ties. It should be
viewed strategically. Secondly, the United States and other European and
Western countries have taken keen interest in the Maoist insurgency in
Nepal. But they never initiated any work to establish security and
strategic research institutions that can produce first rate brains. Military,
police, staff college and war college have been overtaken by strategic
ingtitutes. Thisis avery tragic situation for the security and for the future
of Nepa. In the United Kingdom, Internationa Institute of Strategic
Studies and in the US, Colombia University, Georgetown University and
Harvard University produce the finest brains for the whole Western
world. The question is whether the Western countries are trying to quell
the Maoist insurgency or to rule over the country by its bureaucratic
framework or by its NGOs. Western assistance is not producing anything
for the strategic future of Nepal. The Western countries should enhance
our capacity on producing first class brains so that they can think of the

36




short term, mid term and long term future of the country. Their present
dedlings have just been a kind of ad-hoc management and it does not
represent strategic support from any country to Nepal. Therefore, they do
not have any long-term implications for the security of Nepal.

Mr. Dhruba Hari Adhikary, Journalist, Nepal Press Institute

The United States, so far,
in terms of China has PHOTOGRAPH - 16
been using the human
right question as a sort of
a dtick to beat China to
gan economic benefits
through trade and other
means. In terms of
commitment to human
rights and democracy
from the United States as
a world power, it should, as a matter of fact, assure the rest of the world
that it realy is serious about these values. But on the contrary, as we
have felt and Dr. Rija has mentioned, that MFN is to China was renewed
every year by the US, though the renewal was ostensibly based on a
review of human rights situation in China. So it is just for the economic
benefit that the United States is using human rights and democracy
issues. It would be useful and interesting if US takes its postion
complying commitment to the principles of human rights and democracy
issues. Further, we are talking about China having a growth rate of 10
percent plus and those kinds of things. But what about the distributive
aspect? Are we taking note of the situation that there is a gap, which is
widening in China between rich people and the people who are not able
to find two meds a day? Therefore, the point to be taken into
consderation is the question of equitable, if not equa distribution of
wedth and income, in China

Mr. Dhruba Adhikary sharing views
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Response

Mr. Mana Ranjan Josse

Firgt of al, 1 would like to
remind our distinguished
participants that the paper
| presented was of just a
few pages and not a full-
blown academic paper.
Obvioudy, | have not
examined every little thing A section of participants
in detail. All | attempted
was just to initiate the
discussion. | wasjust trying to show that there are areas where the United
States and China share many strategic goals and objectives. Not all. It
was due to 9/11, one of the most important outcomes, at least from the
point of view of as a student of international relations, the concept, from
the Americas point of view, that led to the legitimization of the doctrine
of preemptive attack as well as preventive war. Earlier in the days when
the UN Charter was being framed in 1945, the expectation was there for
aright of al statesto safeguard their security on grounds of self-defense.
This is an important change, which one may like or may not. The US
today isahyper power. There is no other combination of powers that
can challenge the US today. That is why countries in the UN Security
Councilt talkedtalked-taked and did nothing on the ground to chalenge
the USin Irag. So, that isthe redlity that | am just pointing out. | did not
say | did likeit. What | am sayingitisthat | seeit.

PHOTOGRAPH - 16A

| think for Mr. Acharya, same things hold well. America is a world's
only super power and it has relationships with al countries around the
world. Indiais acting asa player on the world stage and of course that is
also another important relationship. But in terms of sheer power, Indiais
not a permanent member of the UN  Security Council till now. She
certainly does not have the international clout as China. And whether in
terms of things like military power, population, size, and even if you talk
about trade, there is now a huge amount of trade and economic ties that
bind China and the United States. It is my premise that although there
are occasiona noises about human rights, it is not so strong thet is going
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to derail this whole process. It has gained its own momentum, which is
important for peace and stability. In Asig, in this part of the world, | do
not think that it is in the interest of the United States or China to disturb
it. Yes, the USisdways going to make great deal about democracy. It
has placed a great vaue on human rights; but like | just quoted Sandy
Berger, in foreign policy, it is a trading off, there are so many priorities,
human rights is just one of very many priorities...Agan | have just only
briefly touched on it and have quoted American experts who say that
despite these differences thereis afar growing strategic convergence. So,
| do not think this problem is redlly going to over turn this relationship.

Remark with Vote of Thanks
Dr. Upendra Gautam, General Secretary, China Study Center

This is the third one in the
sries of China Study PHOTOGRAPH - 17
Center (CSC) interaction
programs on current
affairs. We consider the
theme of our discusson
today as very timey,
rdevant and of great
significance. We are Dr. Gautam delivering remark
grateful to Prof. Mohan
Lohani. He helped us to
organize this program. We are deeply obliged to Mr. Mana Ranjan Josse,
foreign affairs commentator, for so brilliantly preparing the introductory
paper on the interaction theme at such short notice. | have no word to
express our deep sense of gratitude to the learned participants of the
program. Without their active and intelligent contribution, we would not
have such a quality debate on the great theme. A big thank you to you
al indeed.

We at the CSC evauate highly the ever-maturing Sino-US relations. We
take it as historic phenomenon, which internationally offers enabling
opportunities for Chinas Western neighbor, Nepal. A mature and good
Sino-US relationship can profoundly contribute in adding al-round vaue
to Nepd's unmatched spiritua heritage and natural endowment that hold
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universal recognition.
Cordid Sino-US relations PHOTOGRAPH - 17A
can hep Nepad to
rightfully conserve and
protect its  Buddhist
heritage, and sustainably
develop its water
resources that has a huge
potentidl of generating
environmentally  friendly
energy. It was Nepd,
birthplace of Gautam Buddha and Bhrikuti, from where Buddhism was
taken to China. Buddhism provides the spiritual space wherein the inter-
civilizetion diaogues, even between Chrigtianity and Idam, could be
carried out.

A section of participants

According to a Wall Street Journa report earlier this month, China is
now the second largest petroleum user after the US. Chinds need of
energy has implications for ability in the globa economy and
environment. In this part of Asia, eastern Himalayan water and rich bio-
diversity has aways remained an area of interest for the US. This water
can produce clean energy and can contribute towards establishment of
clean development mechanism under the Kyoto Protocol. If the US and
China, under the WTO regime, bring together their capita and
congtruction skills respectively, Nepa and its neighborhood will not only
have clean energy, but aso receive the needed impetus to
indudtridization, which will ultimately help raise the living standard of
the teeming millions who are forced to live a life of deprivation due to
partisan politics, not clearly accountable to the people.

The prospering Sino-US rdations indeed help provide us a vison into
our future. We hope Mr. Chen Shui-bian's brinkmanship across the
Taiwan Strait will not be able to have any fundamental effect on it. With
these words | again thank you al for your active and constructive

participation in the program.



Summing Up
Prof Dr. Mohan Lohani

| think this brings us to
the end of the program. |
am just counting heads.
We are twenty-six around
the table Beside Mr.
Josse, thirteen
participants took part in A section of participants
the floor discussion. So,
that means fifty percent
responses to the topic on
the discussion. That sounds quite encouraging.

PHOTOGRAPH - 18

Ofcourse, Mr. Josse, in his paper has rightly observed that this is a
fascinating subject. It is as expansive in scope as it is complex in nature.
Very well put.

All commentators have expressed their views freely and aso they have
sought to add what is left out in the paper. All your views have been
tape recorded. The CSC will bring out if not a lengthy report, a fairly
reasonable proportion. It will be distributed to al participants, as well as
to others interested in this topica theme.

With these few words, | would like once again on behalf of the China
Study Center to thank you for your participation and particularly for your
very lively response to this highly topica theme which is of significant
relevance to our own country.
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1A: Program Schedule

An Interaction Program on Sino-US Relationship and its Global | mplications
with Special Reference to Nepal
Thursday 18 December, 2003

Arrival of Guests 10.30 AM

Tea 10.30-10.45AM
Welcome Speech by Prof. Dr. Mohan L ohani,

Program Convener 10.45-10.55AM
Statement by Mr. Madan Regmi,

Chairman, CSC 10.55-11.00 AM
Interaction Discussion initiated by Mr. Mana

Ranjan Josse, Foreign Affairs Commentator 11.00-11.20 AM
Floor Discussion 11.20-12.20 PM
Remark with Vote of Thanksby Dr. Upendra

Gautam, General Secretary, CSC 12.20-12.25 PM
Summing Up 12.25-12.30 AM
Lunch 12.30-01.30 PM



1B: List of Participants

An Interaction Program on Sino-US Relations and its Global Implications
with Special Reference to Nepal
Thursday 18 December, 2003

Participant's Name Designation Address Telephone
AmbikaLuintel Under Secretary Ministry of Foreign Affairs 4416011
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Deepak Paude Journalist Rajdhani Daily 4498080
DhurbaHari Adhikary Journalist CloNepal Press|ngtitute, 5523154
Kathmandu
HiraB. Thapa Joint Secretary Ministry of Foreign Affairs 4166031
JayaRg Acharya Former Permanent Sri Marg, Lazimpat, 4419298
Representative to Kathmandu
UN
JitendraD. Khand Professor Central Department of 4370427
Politicd Science, TU,
Kritipur, Kathmandu
KaaNidhi Devkota Member China Study Center 4445789
KanaB. Thapa Security Analyst Laitpur 5544581
Keshav R. Jha President Nepal Council of World 5526222
Affairs, Lalitpur
KhagaNath Adhikari Under Secretary Ministry of Foreign Affairs 4426794
Lokendra Adhikari Journalist Space Time Daily 4487791
LuoWenjun Second Secretary Chinese Embassy 4434472
MaYingchan Second Secretary Chinese Embassy 4416485
Madan Regmi Chairman China Study Center 4421024
ManaRanjan Jose Consultant Editor, 24128 Pasang Lamo Sadak, 4471089
People's Review Kathmandu
MinendraP. Rijal Chairperson APEX College, Naya 4467922
Baneswor, Kathmandu
Mohan P. Lohani Member China Study Center 4373336




Nabin B. Shrestha Joint Secretary Ministry of Foreign Affairs 4432845
Narayan D. Shrestha Officiating Ingtitute of Foreign Affairs, 4266954
Executive Kathmandu
Director
Niranjan Bhattarai Former Sanepa, Lalitpur 5535344
Ambassador
Philip Cargile Deputy Director American Center, US 4411179
Embassy, Kathmandu
S.Mohamad Habibullah Professor Dept. of Palitical Science, 4333200
Tribhuvan University,
Kathmandu
SailendraK. Upadhyay Former Minister Minbhawan, Kathmandu 4471144
of Foreign Affairs
Song Dejun Chief XinhuaNews Agency 4434475
Correspondent
Sundar Nath Bhattarrai Former Soltee Mode, Kathmandu 4278743
Ambassador
Upendra Gautam Generd Secretary China Study Center 2080265
Yam Bahadur Thapa Researcher Hima Energy Dev. Pvt. Ltd. 6631638
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2A: Remarks by President Bush and Premier Wen
at the White House Welcome Ceremony

President Bush and Premier Wen Jiabao Remarks at Ceremony Held
in Honor of Arrival of Chinese Premier Wen Jiabao in the South
Grounds of the White House, Washington, DC, 9 December, 2003

PRESIDENT BUSH: Mr. Premier, members of the delegation, it is my honor to welcome
you to the White House. Your visit reflects the increasing ties of cooperation and commerce
between our two nations.

America and China share many common interests. We are working together in the war on
terror. We are fighting to defeat a ruthless enemy of order and civilization. We are partners in
diplomacy working to meet the dangers of the 21st century.  We are full members of a world
trading system that rewards enterprise and lifts nations.

Our two nations seek a Korean Peninsula that is stable and & peace. The eimination of North
Koreds nuclear programs is essentid to this outcome. Redlizing this v ision will require the
strong cooperation of al North Koreas neighbors. | am grateful for Chinas leadership in
hosting the six -party talks which are bringing us closer to a peaceful resolution of this issue.
And my government will continue to work with  China as it plays a constructive role in Asa
and intheworld.

The rapid rise of Chinas economy is one of the great achievements of our time. Chinas
increasing prosperity has brought great benefits to the Chinese people and to Chinas trading
partners around the world. We recognize that if prosperity's power is to reach in every corner
of China the Chinese government mugt fully integrate into the rules and norms of the
international trading and finance system.

China has discovered that economic free dom leads to nationa wedth. The growth of
economic freedom in China provides reason to hope that socid, politicd and religious
freedoms will grow there, as well. In the long run, these freedoms are indivisible and essential
tonational greatnessand national dignity.

As our two nations work congtructively across areas of common interest, we are candid about

our disagreements. The growing strength and maturity of our relationship alows us to discuss

our differences, whether over economic issues, Tawa n, Tibet, or human rights and religious
freedom, in aspirit of mutual understanding and respect.

China is a great civilization, a great power, and a great nation. Premier Wen, when my country

looks forward to -~ my country looks forward to working with  you as China increasingly takes
its place among the | eading nations of the world.
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The United States and China have made great progress in building a relationship that can
address the challenges of our time, encourage globd prosperity and advance the cau s of
peace. It is my hope that your visit will further that progress. Welcome, and thank you for
coming. (Applause)

PREMIER WEN: Mr. President, Mrs. Bush, ladies and gentlemen, friends. | wish to thank
you, Mr. President, for your kind invitation. It i s with pleasure that I'm paying an officia visit
to the United States. | have brought with me the sincere greetings and good wishes of the great
Chinese peopleto the great American people.

PRESIDENT BUSH: Thank you, Sir.

PREMIER WEN: A quarter of a ¢ entury ago, leaders of our two countries made the strategic
decision to establish diplomatic relations, thus opening a new era in China -U.S. reldions. In
the past 25 years, our relations have stood tests of al kinds, moved forward through twists and
tuns, and made grest progress. Our cooperdtion in a wide range of aress such as
counterterrorism, economy, trade and internationd and regiond issues has effectively
safeguarded our mutual interests and promoted peace, stability and prosperity in the Asa
Pacific region and theworld at large.

At present, we are a a crucid juncture of carrying our relationship into the future where we
face both opportunities and challenges. The changing Situation has continued to add new
substance to our relations. The fu ndamentd interests of our two peoples and the people across
the world require that China and the United States step up cooperation, increase mutua trugt,
and further push forward the condtructive and cooperative hilatera relations. In the find
andysis, China-U.S. relations must go on improving. It is with this earnest desire that I've
cometo visit your country.

We should view and handle China -U.S. relations in an historic perspective, and with strategic
foresight and courage. The three Sino -U.S. communiques drawn up by our two sides sets the
quiding principles for appropriately addressing differences between the two countries, and
continuing to broaden bilateral exchanges and cooperation. So long as the two sides continue
to dirictly abide by the pri nciples as st forth in the three Sino -U.S. joint communiques, and
boost cooperation, our relaionship will keep moving forward steadily. Let us join hands to
create an even better future for two great countriesand the wider world.

Mr. President, once again, thank you for your warm welcome. (Applause.)



2B: Washington Post interview with Premier Wen

Interview with Chinese Premier Wen Jiabao on Nov. 21, 2003 by
Executive Editor Leonard Downie Jr., Assistant Managing Editor for
Foreign News Philip Bennett, and Washington Post correspondents
John Pomfret, Philip P. Pan and Peter S. Goodman.

Premier Wen:

| know this is your first time in China, o let me start by extending my warmest welcome to
you and your colleagues. | can quote one fitting anciet ~ Chinese poem to describe our
meeting: "Good friends highly value their words. They travel a thousand li to keep their
promise for a gathering." In a few days time | will visit your great country. So first of all |
wish to convey through The Washington Post my cordia greetings and best wishes to the
great American people.

| remember only a couple of days after the September 11 incident | was here receiving
participants during an internationd financia conference in Beijing. And among the delegates
to the meeting there was one lady expert from the United States. | noticed that she looked very
sad and lonely, so | extended my hand to her and expressed my sympathy, and | aso asked her
to convey my solicitude to the American people.

China and the United St aes, two great nations, have had exchanges for over 200 years and
across three centuries. And | remember so well so many touching stories about the profound
friendship and good cooperation between the two peoples. In the 1860s, Chinese workers, by
the tens of thousands, went to the U.S. to huild the trans -continental railroad that links the east
and west coast. The Chinese workers defied Starvetion and cold and worked for very meager
income. Many other workers could not endure the harsh conditions. Only th e Chinese workers
stuck it out to the very end. Many, many Chinese workers logt their lives in the process of
congtruction and there were too many to count. It was recorded in history that the last deeper
was lad by four Chinese workers. Hence, in 1991, the state of Illinois sent a delegation to
Shanghai solely for the purpose of building a monument with 3,000 railway spikes and they
sad that the contribution of Chinese workers was essential in linking the east and west coasts
and promoting national unity. | aso remember very well that from May 1942 to September
1945 a group of young American pilots from the famous Flying Tiger squadron flew the
Hump Route to support China during the war againgt fascism. The Hump Route was famous
for its danger and in th ose years more than 500 planes crashed, claiming the lives of more than
1500 Chinese and American pilots. That route was aso known as the auminum trail for the
wreckage of crashed planes glittering in the sunlight. However, that route is a testimony to  the
cooperation between the Chinese and the Americans. The reason why | recal these touching
stories is because | hope our interview will start in a good atmosphere of mutua respect and
friendship. Y ou may ask questionson thelist aswell asquestionsnot onthellist.
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Q: One of the current issues for joint Chinese and American action is the
current situation in Taiwan. What would you like the President of the United
States to do to help China deal with the current situation in Taiwan?

A: The recent r emarks and activities by the leaders of the Taiwan authorities, especialy their
deliberate provocations on the referendum issue and writing a condtitution, show clearly not
only their obdtinate clinging to nationa splittism but aso their stepped up effo rts a Tawan
independence.

You put the question of Taiwan to me. Actudly, | have aso been asking questions. What are
the Tawan authorities driving a with al that they are doing and where are they taking
Tawan? Do they ill respect the cherished a spiraions of the Taiwan compatriots for peace,
stability and development? Do they redly want to maintain peace and stability in the Taiwan
Straits or are they bent on disrupting peace and dtahility in the Taiwan Straits? | believe that
these questions are of concern to people on Chinas manland and of concern to our Taiwan
compatriots, and they are aso of concern to the United States and the international community
alage.

Our policy toward Taiwan is a clear -cut one. It is "peaceful reunification an d one country, two
systems.” We will not give up our efforts for a peaceful settlement of the question of Taiwan
because a peaceful settlement is in the fundamental interests of al Chinese people, our Tawan
compatriots included. But we will not st by an d do nothing faced with provocative activities
aimed at splitting the motherland.

Chinds sovereignty and territorial integrity brook no divison and the position of the Chinese
government on upholding the one -China principle is rock firm and defies al  chalenges. |
hope the U.S. government will recognize the gravity and danger of the provocative remarks
and actions taken by the leader of the Taiwan authorities that would undermine the prospects
for peaceful reunification and that the U.S. side would not  send any wrong signds to the
Tawan authorities. And we hope that the U.S. side would take practicd measures that are
conduciveto the maintenance of peace and stability in the Taiwan Straits.

Q: Are there specific measures that you would like the Uni ted States to
take? Do you have specific measures in mind?

The Taiwan question is the most important and sensitive issue in the China -U.S. relationship.
So on the quedtion of Taiwan, the U.S. sde must be very sraightforward in adhering to the
principles of the three Sino -U.S. joint communiqués and in opposing Taiwan independence.
The US sde must be crystal clear in opposing the use of a referendum or writing a
condtitution or al other tactics used by the le ader of Taiwan authorities to pursue his sep aratist
agenda. And the U.S. sde mugt adhere to the principle of the Aug. 17 communique and stop
ams sdes to Taiwan. This will fundamentally help maintain peace and stability in the Taiwan
Straits. It will adso be conducive to the advancement of the pro  cess of the peaceful
reunification of China It will adso be fundamentaly helpful to the maintenance of world peace
and stability.



Q: If the leadership of Taiwan continues to proceed along the road it is on,
despite what you say and despite what the Ame ricans might say, what
measures is China prepared to take?

A: That is the most crucid question. Taiwan is Chinas sacred territory and is an indienable
pat of Chinese territory. No Chinese government will abandon the postion of peaceful
reunification on this question. We completely understand the desire of the Taiwan compatriots
for democracy, and we adso understand their hopes for a peaceful environment. However,
when the leadership of the Taiwan authorities wants to separate Tawan from Chinese
territory, no Chinese will agree. The Chinese people will pay any price to safeguard the unity

of the motherland. | assume that you are familiar with the words of President Lincoln, who
once sad, "a house divided againgt itsdf will not stand” He aso sad t  hat "the Union
(composed of States) is perpetud.” It is our hope that the situation would not lead to that
point. Therefore, we will not give up our efforts for peace.

Q: China is a very large trading partner of the United States. Recently, the
Bush administration announced its intention to restrict some exports of
Chinese textiles. Do you believe it will be necessary for China to take
retaliatory action?

A: Problems that crop up in our bilateral trade and economic cooperation must be handled
properly because the expansion of trade and the development of economic cooperation
between us serve the fundamenta interests of the Chinese and American peoples. In 1972
when the door was open to our relationship 30 years ago, our trade was practicaly nil. At th e
time Dr. [Henry] Kissinger visited China, each visiting American to China was only alowed

to carry $100 to spend in the Chinese market. We only started to have statistics about our trade

in 1979, and in that year the trade volume was less than $2.5 bill ion. Now, after 25 years our
joint cooperation and trade has developed significantly and trade volume has aready reached
$100 hillion ? that's a 40 -fold increase. So you can see the development of such a trade
relationship has served the interests of both peoples.

| am aware of the U.S. concern over the huge trade imbalance. | would like to give you a few
explanations. First, such a trade imbalance is to a great extent structurd and a result of shifting
commercid relations. | will give you one example . While the trade imbdance that exists
between China and the U.S. is going up, Chinds trade deficit in our trade with Asian countries
is aso going up a the same time. In the first 10 months of this year, Chinds exports grew by
32 percent, however our importsgrew by 40 percent.

Second, if you look a our export, actualy Sino -foreign joint ventures or wholly foreign -
owned enterprises contribute to 65 percent of our totd exports and more than haf of our
exports involve the processing of imported ma erid or parts, and the maority of profits
actudly go to the foreign investors. These enterprises include the U.S. -invested enterprises in
China, such asMotorolaand Wal-Mart.
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Third, what we sdl to the U.S. market are the products that U.S. consumers  need, and Chinese
products are afordable but of very good quality. So our exports actudly help dtabilize the
priceinthe U.S. marketsand also satisfy the needs of U.S. consumers.

Fourth, it is not China's am to seek long -term and excessive trade su rpluses. Our am in trade
policy is to have a basic balance between imports and exports. We are willing to open up our
markets to buy more from the United States and other countries, especially to purchase high
tech products.

Not so long ago, we sent a f ew purchasing missions to the United States and they signed
contracts worth hillions of U.S. dollars. That demonstrates our sincerity. At the same time, we
hope that the United States would grant market economy status to China and lift redtrictions
on Chinaand open up itsmarket.

| can give you an example. A few years ago, China placed an order for a Lord satellite and we
paid a deposit of more than $130 million. However, the relevant US departments do not agree.
So the contract has not been implemented and the $130 million deposit has not been refunded.

In redlity, these redtrictions can in no way hinder Chinds development. In the past few years,
China has continuously sent satellites successfully into orbit and we aso have our space
program. For instance, some digitd machine tools, some computers -~ with respect to these
projects, China aready has very strong R&D capabilities and in certain areas are actualy a
the forefront. Nevertheless, the United States dtill places these products on the list  of redricted
items,

Q: Given everything you've told me so far, were you surprised then by the
action on textiles and is there anything China needs to do in response?

A: I'm not just surprised, I'm shocked and the Chinese people have been surprised an d
shocked. This unilateral redtrictive action, involving textile products only worth $400  -500
million and without any prior discussion with the Chinese government, seriously wounded the
fedings of the Chinese people. | wonder if you have taken note of the response by the
international community and the reaction of experts in the field. Such a decision has hurt the
US market. | want to invoke another Chinese saying: We should not be afraid of the dark
clouds blocking our view because we are adready a a hig h elevation. With respect to our joint
cooperation in trade and in cooperation in other areas, it is important to adopt a Sirategic
perspective like the view you would have when you are dready on top of Mount Ta. Then al
other mountainswould be dwarfed.

We hope between China and the U.S. we can establish a mechanism for regular coordination
and cooperation to tackle the problems that might come up. This will be one of the proposds |
will bring to the United States because | think such a mechanism wou Id play a positive role in
solving problems. The establishment of such a mechanism will provide guarantess for equal
consultations as a way to handle our disputes. Arbitrarily imposing sanctions or restrictions
will not help solve the problem. On the contr ary, it will hurt the interests of both sides. | hope
the textileissue can be properly tackled through consultation between the two sides.
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Q: What is your thinking about the suggestion that changing the way in
which the Chinese currency is valued would make a contribution to the
trade relations between the two countries?

A: We first began reforming our exchange rate regime in 1994. It was decided a that time that
we would adopt a market -based, single, managed floating exchange rate regime. Some people
claim the value of the RMB is fixed and has not changed. This does not square with the facts.

| think it would be more accurate to say tha the band of fluctuation of the RMB is quite
narrow. Since 1994, the RMB has appreciated in red terms by 185 perce nt againgt the U.S.
dollar and by 394 percent againgt the Euro. In 1997, during the Asian financid crisis, we
withstood pressure for RMB devaluation and since then, the band of fluctuation of the value of
the RMB has been quite narrow.

The exchange rat e of a country's currency should be set in accordance with its national
conditions and the state of its economic and financid sector. There is no denying we il face
very daunting tasks in financial and banking reform. We aready alowed our currency to  be
freely convertible under the current account in 1996, and it will take a very long period of time
and arduous efforts before we can achieve the objective of a fredy convertible currency under
the capitd account. We are definitdly going to accelerate  reform of the financia and banking
sector and while we do so well explore how to form a rationd mechanism in which the value

of the RMB will fluctuate on the basis of market conditions.

| don't think the exchange rate of the RMB is an important contri  butor to the trade imbalance
between China and the U.S. The increase of Chinds export is mainly atributed to the
abundant supply of competitive labor in China.

Q: China and the United States are working closely together to try to
assure that the Korean peninsula remains free of nuclear weapons. Do you
believe that North Korea currently possesses nuclear weapons?

A: | am unable to give you an answer to that question because | truly don't know. But | can
clearly tell you our attitude. We hope the Korean peninsula will be free of nuclear weapons,
and we hope that peace and stability will be maintained on the K orean peninsula.

Q: President Bush has assured the North Koreans that the United States
does not intend to attack. Are there other specific steps  that you believe
the United States should be taking to try to bring a resolution, to create an
agreement with North Korea?

A: You must have aso noticed that there has been some progress in the process of dialogue on
the nuclear issue. The DPRK has state d that it does not seek to possess nuclear weapons and
that denuclearization is its ultimate god. And recently, it has dso said that under the
prerequisite that its security concerns are met and the United States abandons its hodtile policy
toward the DP RK, the DPRK is prepared to give up its nuclear program. The Bush
administration has repeatedly said that the United States has no intention to invade or change
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the regime of the DPRK, and that it wants to resolve the nuclear issue through peaceful
negotigions. Soinmy view, the positions of two sidesare now closer than before.

| think the best way isto continue with the Beijing six-party talks so that all parties concerned
can sit together to have discussions on the basis of mutual respect, equalityand mutua trugt,
and through such consultationsthey can, inthe end, work out asolution that is acceptable to
al parties concerned and that ishelpful for the peaceful resolution of the nuclear issue.

Q: The Dalai Lama has declared that he is not see king independence for
Tibet. Do you foresee face -toface meetings with the Dalai Lama and
representatives of China?

A: Regrettably, the Dalai Lama has not genuinely given up his position of Tibet independence
and has not given up the separatist activitie s aimed at splitting the motherland. He also has not
recognized that Taiwanisan indienable part of Chineseterritory.

We have taken note of the recent remarks by the Dala Lama but we ill need to watch very
carefully what he redly does. So long as  he genuindly abandons his position on seeking
Tibetan independence and publicly recognizes Tibet and Taiwan as indienable parts of
Chinese territory, then contacts and discussions befween him and the central government can
resume. The door to communicatio n between the centrd government and the Daa Lama is
wide open.

Q. China's economic performance has been very rapid in recent years,

creating a very strong Chinese economy, and great economic growth in a

short period of time. Do you also believe politi cal reform should be
accelerated to keep pace with economic reform?

A: China embarked on the road to reform and opening up in 1978. Our reform is a
comprehensive one which includes both economic and political restructuring. Precisdly as Mr.
Deng Xiaoping pointed out, without the guarantee of political reform, economic reform will
not be successful. In essence politica restructuring in China aims a integrating the leadership
of the Chinese Communist Party, rule of law in the conduct of public affairs and  the people's
roleasmastersof their own affairs.

At present, it is particularly important to do a good job on the following. First of all, we
should develop democracy to safeguard people's democratic rights and to respect and protect
ther human right s. Secondly, we should improve on the legal system through better
legidation, better administration according to law, and greater judicid reform. Thirdly, we
should run the country according to law, making our socidit democracy more
indtitutionalized, standardized and procedurdized, and in this way we can make sure tha it
will not change because of changes in the leadership and changes in the views and focus of
atention of leaders. Fourth, we must strengthen supervision, and we should make sure that  the
government is placed under the supervision of the people. We have to develop democracy and
strengthen supervision. Only in this way can we make sure the government will not relent in
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its efforts, and the Stuation whereby the policy fals when the lead ership changes will not
oceur.

China is a hig country with 1.3 hillion people. So to press ahead with political reform, it has to
be done in an ordely and well -organized fashion. Now there exit many misunderstandings.
For indance, with regard to freed om of religious belief, freedom of religious belief is actualy
written into Chinas congtitution. China currently has over 100 million religious followers.
China has over 100,000 religious sites. Since the beginning of reform and opening up, one
religious site has been either newly built or restored every three days. You may just take a
wak aound the Zhongnanhai compound, and you can see many religious Sites. For instance,
the Wangfujing Catholic church to the east, the Niujie mosque of Idam to the sout  h, the
Yonghe Buddhist monastery to the north and the Baiyun Taoist temple to the west. Nearest to
Zhongnanhai is the Xishiku church with a long history. You may visit these religious Sites.
Youwill seemany people practicing their religiousfaith there.

Over the past 5000 years of Chinese history, China has been very tolerant toward the
development of religion. Among the five mgjor religions in Ching, only Taoism is an
indigenous religious belief. The other four actudly came from oversess. For instanc ¢
Buddhism came to China from India, Catholicism and Protestantism from the West, and Isam
fromthe Middle East and West Asia

Q: What steps do you anticipate will be taken next in political reforms? For
example, might direct elections of local governm ents be extended upward
to the township level?

A: You must know quite a lot about Chinese elections. At the moment, we have introduced the
practice of sdif -administration and direct elections in 680,000 villages. This is a great
innovation, and it is as o very good practice for Chinese farmers. We have dso introduced
auffrage for the election of people’s deputies a the level of townships, counties and urban
cities without digtricts. Indirect elections are held for the leadership of the provinces,
autonomous regions, municipalities with districts, as well as the centrd authorities. Why? This
is because China is such a huge country. It has a big population. It is underdeveloped, and
economic development is uneven between regions. So conditions are not rip e for direct
elections a the higher levels. The first hindrance in my view is the inadequate education level

of the population.

Q: Premier Wen, you mentioned uneven development during this period of
great economic growth. Are you concerned about a gap g rowing in
economic conditions between the more well off parts of China and the
poorer parts of China, such as in the west?

A: | do have such concerns. Not too long ago, the Commerce Secretary, Mr. Evans, visted

Ching, and he dtarted his visit going to C hinds northwest. He came to see me with two
photographs that were taken when he visited the countryside in Chinas northwest. From his

visit, he learned that the countryside in China is till very backward. So | told him with this

knowledge, al the problemsthat he was about to discuss with me could be well solved.
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I've personaly been to over 1,800 counties throughout the country. So I'm in a position to say
I've seen the worgt poverty in China So | know very well how uneven our development has
been. Yes, it is true that in the coastal aress in the Eadt, skyscrapers overwhelm you. However,
in large areas of the countryside, people are till living in shabby houses with thatch roofs and
gtill use oxentottill theland. Thirty million people are still bdow the poverty line.

So one important inspirational lesson we have learned from the struggle againgt the SARS
epidemic is that we have to emphasize coordinated development. And this is what the new
Chinese leadership haslearned from the struggle againg SARS.

Uneven development between the urban and rurd aress, and imbalance between economic
development and socid progress - this Stuation can be described with an andlogy. It's like a
human being who has one long leg and one short leg. If one leg is  longer than the other, this
person is bound to stumble and fall. And a country with one leg longer than the other will aso
sumbleand fall.

But the problem can only be resolved through continued development. The eastern part of the
country will be enc ouraged to continue with the big momentum of their development. And
where conditions permit, they should take the lead in achieving basic modernization. This is
because through their development, a lot of financid resources will be made available to
support the development of Chinds center and west. At the same time, were dso
implementing a strategy to develop Chinds western region. And very recently, we decided to
implement a strategy to revitalize the old industrial bases in Chinas northeast. So wit  h good
interaction between the east and west, we hope to bring aong development in the centrd
region of the country. With al these efforts, we hope we can gradualy bring about more
coordinated development between different regions. But | want to remind  you that this could
be avery timeconsuming process.

Q: Is this also the reason why you are changing the constitution to protect
private property rights and giving farmers the right to buy and sell land use
rights?

A: We have decided on an important  policy and that is public ownership will be the mainstay
and multiple forms of ownership will develop side by side. To sum up, we can use two
"unswervingly" to describe this. We will unswervingly uphold the public ownership system
and develop the public se ctor, and we will unswervingly encourage, support and guide the
development of the non-public sector, the privatesector included.

This basic economic system has been written into our congtitution, and in the recently held
third plenary session of the 16 th Centrd Committee of the Chinese Communist Party, the
concept of property rights was introduced. It was made very clear at the session that we would
formulate legidation protecting private property. Such a move was entirely based on Chinas
actud conditions in the spirit of seeking truth from facts, because this will help accelerate
Chinas economic development. It will aso help ease the pressure from employment. It will
ds give grester scope to the creativity and enterprising spirit of the Chinese  population and
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will in the end help us achieve the goal of common prosperity. At the moment, privately run
enterprises employ a total of 80 million workers and they contribute to 23 percent of our GDP.
In the countryside, we have the household contract sys tem. It has long since been stipulated
that land operated by farmers can be transferred in alawful and compensatory manner.

Q. Earlier you mentioned the financial sector. Do important changes need
to be made there to provide more financing for the priva te sector and
business? And does the government need to take steps to deal with the
loan problem at some of the big banks?

A: Financia reform is the most crucia part of our overal economic reforms. As is known to
al, the financid sector in China has been plagued by many problems. The biggest problem is
the fairly high proportion of nonperforming loans from banks. There exists significant risk.
The problem is caused by defects in the sysem. So we have to accelerate the reform of the
banking system. Our am is to put in place a modern banking system whereby the commercial
banks will be commercid banks in the true sense of the word. That means they will be
responsible for their own operation decisions and they will be held responsible for their profits
and losses. On our pat, we will help create conditions to introduce corporate governance to
the banks through the share -holding system. Those that meet the conditions can go public or
be listed.

You aso touched upon an important point, that is to ensu re there will be more financing in
support of small and medium -sized enterprises and aso the privately run enterprises. | have to
admit that not enough has been done in this field, even though the smal and medium  -Sized
enterprises play a very important r ole in cregting job opportunities and in providing
employment. So while we step up regulation and improve our capability to avoid financial
risks, we should make sure that the banks would provide more financing and support of these
small and medium-sized enterprises.

Q. If I may ask one question about the events of 1989 in Tiananmen. You
went to visit the students there during that time. Have you concluded were
they counterrevolutionaries or were they patriots?

A: In the last century, a the tumn of the 1980s and 1990s, drastic changes took place in the
Soviet Union and countries of Eastern Europe. In China a politicd disturbance occurred. At
that time, the party and government of China adopted resolute measures in a timely fashion to
safeguard socid  stability and became more determined to press ahead with Chinas reform and
opening up. Our development over the past years has proven that dtability is of vitdl
importance for China. As Premier of this country, | think the most important issue for me ist o
ensure stahility and development. Thisis becaise Chinahas 1.3 billion peaple.

Q: You've talked about stability being an important concern of yours here.

President Bush has in two recent major speeches talked about the
importance of freedom as a core American value. Do you see the core
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values of America and China being different or similar, and how does that
affect the future development of Chinese-American relations?

A: Let me ask you a question. In the past 25 years of reform and opening up, enormo  UuS
changes have taken place in Chinds economic landscape. Have people from the outside ever
seen the changes taking place in Chinads democracy and freedom? At the moment, people can
choose what kind of jobs they want to have, they can choose what kind of  information they
seek, they can choose where to visit. Twenty -five years ago, for a Chinese person to vist a
foreign country or even to visit Hong Kong, part of our own country, it was very difficult or
dmost impossible. At the moment, every year, tens o f millions of Chinese travelers visit
places across the world. And in addition, as | said ealier, we now have freedom of religious
belief.

Let me share with you how | feel about my duties. As Premier of China, my responsibility is
heavy, the job is demanding, and there is endless work to do. 1.3 hillion is a very big number.
So if we use multiplication, any small problem multiplied by 1.3 hillion will end up being a
very hig problem. For a very hig aggregate divided by 1.3 hillion, it will come to a very  tiny
figure. This is something that is quite difficult for foreign visitors to understand and
Fopreciae.

| remember that in the Declaration of Independence, Jefferson wrote that al men are created
equad, that they are endowed by their creator with cer tain indienable rights, that among these
ae life, liberty and the pursuit of happiness. He put life before anything else. So when we say
that for the Chinese people's human rights, the right to life and development is most important,
sometimes our friends in the Western countries find this difficult to understand. | think they
only need to refer to the Declaration of Independence written by Thomas Jefferson. In 1776,

in tha Declaration of Independence, he aready put the right to life before every other  right.
The U.S. has dso witnessed the process of development of democracy if you look a the
history, from the Declaration of Independence in the 18th century, the Civil War in 19th
century, and to the Martin Luther King incident in the 20th century.

If 1 can spesk very honestly and in a straightforward manner, | would say the understanding of
China by some Americans is not as good as the Chinese people's understanding of the United
States.

Q: Speaking of that, you seem to have a very good understandin g of the
United States. Have you visited the United States before?

A: | have not made an officid visit to the United States, but I've been to the United States
during a stopover on my way to South American countries. | spent a few days in New York
andinLosAngeles.

Q: So you know a lot from what you've been reading | imagine about the United States. IS

there anything that's made a particular impression on you in your reading about the United
States?

58



A: My biggest hobby actually is reading. | don't  know how to live without books. They're my
best companion. Let me share with you a story. Once | had a meeting with the President of the
Republic of Korea, Mr. Roh Moo -hyun, and he told me that in his inauguration speech, he
quoted President Abraham Lincol n from one of his speeches in 1861. So after the meeting, |
went back home and looked for the hook about Abraham Lincoln on my bookshelf, and |
found that paragraph. In the very same paragraph, | had aready used red pencil to underline
theselines.

He wrote, "The mydtic cords of memory, dtretching from every battlefield and patriot grave, to
every living heat and hearthstone, al over this broad land, will yet swell the chorus of the
Union, when touched again, as surely they will be, by the better angels of our nature."

So my understanding is that Lincoln's approach to the Civil War had an impact, an influence
on President Roh Moo -hyun on how he's going to address the problems between the North and
the South. President Roh wants to see reconciliation between the two.

| want to make one last remark. Last year, President Jiang Zemin visted the U.S. and this
year, Presdent Hu Jintao has met President Bush twice. The Chinese side has explicitly stated
its desire to further improve and develop its relai ons with the U.S. The United States is the
most developed country in the world. China is the most populous developing country in the
world. To develop friendship and cooperation between these two countries will not only bring
benefits to our two peoples bu t aso be conducive to peace and stability in Asia and the world
a large. In 1972, farsighted leaders on the two sides opened the door for exchanges between
us, and put an end to 23 years of estrangement and no contact. That dtarted the peaceful
coexistence between us. Despite the many ups and downs we have experienced, our
relationship has moved forward. So what have we learned from the past years of the history of
our relaionship? | think a least we can draw three conclusions. First, cooperation will b ring
benefits to both nations, whereas confrontation will hurt both sides. Second, there exists a
good basis of cooperation and common interests between China and the United States. Third,
friendship and cooperation between China and the U.S. is not only ¢ onducive to peace and
stahility in the Asia-Pacific region, it is aso conducive to peace and stability throughout the
world.
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2C: Turning Harvard Eyesto China

The following is the full text of Chinese Premier Wen Jiabao's
speech delivered at Harvard University, 10 December, 2003 entitled
"Turning Your Eyes to China".

Mr. President,
Ladiesand Gentlemen,

| would liketo begin by sincerely thanking President Summersfor hiskind invitation.

Havard is a world -famous ingtitution of higher learning , atracting the best minds and
bringing them up generation after generation. In its 367 years of history, Harvard has
produced seven American presidents and more than 40 Nobel laureates. You have reason to be
proud of your school.

It is my great pleasur e today to stand on your rostrum and have this face -to-face exchange
with you. | am an ordinary Chinese, the son of a school teacher. | experienced hardships in my
childhood and for long years worked in areas under harsh conditions in China. | have been to
1,800 Chinese counties out of atotal of 2,500.1 deeply love my country and my people.

Thetitle of my speechtoday is"Turning Y our Eyesto China'".

China and the United States are far apart, and they differ greatly in the level of economic
development and culturdl background. | hope my speech will help increase our mutua
understanding.

In order to understand the true China - a changing society full of promises - it is necessary to
0et toknow her yesterday, her today, and her tomorrow.

Chinayesterday was abig ancient country that created asplendid civilization.

As we al know, in the history of mankind, there appeared the Mesopotamian civilization in
West Asia, the ancient Egyptian civilization along the Nile in North Africa, the ancient Greek
Roman civilization dong the northern bank of the Mediterranean, the ancient Indian
civilization in the Indus River Valley in South Asia, and the Chinese civilization originating in
the Yellow and Yangtze river valeys. Owing to eathquake, flood, plague  or famine or to
dien invasion or interna turmoil, some of these ancient civilizations withered away, some
were destroyed and others became assimilated into other civilizations. Only the Chinese
civilization, thanks to its strong cohesive power and inexh audible apped, has survived many
vicissitudesintact. The’5,000-year-long civilization isthe source of pride of every Chinese.

The traditional Chinese culture, both extensive and profound, tarts far back and runs a long,
long course. More than 2,000 vyears ago, there emerged in China Confucianism represented by
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Confucius and Mencius, Taoism represented by Lao Zi and Zhuang Zi, and many other
theories and doctrines that figured prominently in the history of Chinese thought, al being
covered by the famo us term "the masters hundred schools'. From Confucius to Dr. Sun Yat
sen, the traditiond Chinese culture presents many precious ideas and qualities, which are
essentialy populist and democratic. For example, they lay dress on the importance of
kindness and love in human relations, on the interest of the community, on seeking harmony
without uniformity and on the idea that the world is for al. Especialy, patriotism as embodied
in the saying "Everybody is responsible for the rise or fal of the country" ; the populist ideas
that "people are the foundation of the country” and that "people are more important than the
monarch”; the code of conduct of "Don't do to others what you dont want others to do to
you'; and the traditiona virtues taught from generat ion to generation: long suffering and hard
working, diligence and frugdity in household management, and respecting teachers and
valuing education. All these have played a great role in hinding and regulating the family, the
country and the society.

On this year's Teacher's Day which fell on 10thof September, | went to see Professor Ji
Xianlin of Peking University in his hospitdl ward. Professor Ji, 92, is a great scholar in both
Chinese and western learning, specidizing in oriental Studies. | enjoy read ing his prose. In our
tte ot e we taked about the movement of "Eastern leamning spreading to the West" and
"Western leamning spreading to the East". In the 17thand 18thcenturies foreign missionaries
trandated Chinese classics into European language s and introduced them to Europe, and this
aoused great interet in some eminent scholars and enlightenment thinkers there. Descartes,
Leibniz, Montesquieu, Voltaire, Goetheand Kant all studied the traditional Chinese culture.

In my younger days | read Voltaire's writings. He said that a thinker who wanted to study the
history of this planet must first turn his eyesto the East, Chinaincluded.

Interestingly, one and a half -century ago, RW. Emerson, famous American philosopher and
outdtanding Harvard graduate, aso fell for the traditiond Chinese culture. He quoted

profusdy from Confucius and Mencius in his essays. He placed Confucius on a par with

Socrates and Jesus Christ, saying that we read [the mora teachings of the Confucian school]

with profit today, though they were " addressed to a state of society unlike ours'.

Rereading these words of Voltaire and Emerson today, | cannot but admire their wisdom and
farsight.

Chinatoday isacountry in reform and opening-up and arising power dedicatedto peace.

The late Dr. John King Fairbank used the following words to describe Chinas over population
and land scarcity. On the land owned by one farmer in the US, there might live hundreds of
people forming a village in China. He went on to say that d though the Americans were mostly
farmersinthe past, they never felt such pressure of population density.

A large population and underdevelopment are the two facts China has to face. Since China has

1.3 hillion people, any small individual shortage, mul tiplied by 1.3 billion, becomes a big, big
problem. And any congderable amount of financid and materiad resources, divided by 1.3
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billion, becomes a very low per capita level. This is a redlity the Chinese leaders have to keep
firmly inmind at all times.

We can rely on no one except ourselves to resolve the problems facing our 1.3 hillion people.
Since the founding of the Peoples Republic, we have achieved much in our nationa
recongtruction; a the same time we have made a few detours and missed some  opportunities.
By 1978, with the adoption of the reform and opening -up policies, we had ultimately found
the right path of development - the Chinese people's path of independently building socialism
with Chinese characterigtics.

The essence of this path is to mobilize dl postive factors, emancipate and develop the
productive forces, and respect and protect the freedom of the Chinese people to pursue
happiness.

Chinas reform and opening -up have spread from rurd areas to the cities, from the economic
field to the political, culturd and socid arenas. Each and every step forward is designed, in the
find anadyss, to release the gushing vitdity of labor, knowledge, technology, manageria
expertiseand capital, and allow al sources of socia wealth to flow to the fullest extent.

For quite some time in the past, China had a structure of highly -centralized planned economy.
With deepening restructuring toward the sociaist market economy and progress in the
development of democratic politics, there was  gradud lifting of the former improper
restrictions, visble and invisible, on people's freedom in choice of occupation, mobility,
enterprise, investment, information, travel, faith and lifestyles. This has brought extensve and
profound changes never seen before in Chinds history. On the one hand, the enthusiasm of the
work force in both city and countryside has been set free. In particular, hundreds of millions of
farmers are now able to leave their old villages and move into towns and cities, especial  y in
the coastd aress, and tens of millions of intellectuds are now able to bring their taent and
credtivity into full play. On the other hand, the massive assets owned by the state can now be
revitalized, the private capital pool in the amount of trill ions of Yuan can teke shape, and more
than 500 hillion US dollars worth of overseas capital can flow in. This combination of capital
and labor results in a drama of indutrialization and urbanization of a size unprecedented in
human history being staged on the 9.6 million square kilometers of land caled China. Here
lies the secret of the 9.4% annua growth rate that Chinds economy has been able to attain in
the past 25 years.

The tremendous wedlth created by China in the past quarter of a century has no t only enabled
our 1.3 hillion countrymen to meet their basic needs for food, clothing and shelter, and
basicdly redize a well -off dtandard of living, but adso contributed to world development.
China owes dll this progress to the policy of reform and ope ning-up and, in the find anaysis,
tothefreedom-ingpired creativity of the Chinese people.

It has become o clear to me that a the current stage China has an abundant supply of labor in
proportion to her limited natura resources and short capital. | f no effective measures are taken
to protect the fundamentd rights of our massive labor force, and in paticular the farmer
workers coming to the cities, they may end up in a miserable plight as described in the novels
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by Charles Dickens and Theodore Drei ser. Without effective protection of the citizens' right to
property, it will bedifficult to attract and accumulate val uable capital.

Therefore, the Chinese Government is committed to protecting (1) the fundamental rights of
al workers and (2) the righ t to property, both public and private. This has been explicitly
provided for in Chinaslaw and put into practice.

Chinas reform and opening -up aims a promoting human rights in China The two are
mutudly dependent and reinforcing. Reform and opening -up creates conditions for the
advancement of human rights, and the latter invigorates the former. If one separates the two
and thinks that China only goes after economic growth and ignores the protection of human
rights, such a view does not square with th e facts. Just as your former President Franklin
Roosevelt sad, "True individual freedom cannot exist without economic security and
independence,” and "Necessitous men are not free men.”

| am not suggesting that Chinas human rights situation is impeccah le. The Chinese
Government has al adong been making earnest efforts to correct the malpractices and negative
factors of one kind or another in the human rights field. It is extremely important and difficult

in Chinato combine development, reform and stabi lity. Seeing is believing. If our friends
come to China and see for themsdlves, they will be able to judge objectively and appreciate
the progress made there in human rights and the Chinese Government's hard work in
upholding human rights since the beginning of reform and opening-up.

China is a large developing country. It is neither proper nor possible for us to rely on foreign

countries for development. We must, and we can only, rely on our own efforts. In other words,
while opening till wider to the o utside world, we must more fully and more consciously
depend on our own structurd innovation, on condtantly expanding the domestic market, on

converting the huge savings of the citizens into investment, and on improving the quality of

the population and s cientific and technologica progress to solve the problems of resources
and the environment. Here lies the essence of China'sroad of peaceful rise and development.

Of course, China is dtill a developing country. There is an obvious gap between its urban  and
rural areas and between its eastern and western regions. If you travel to the coastd cities in
Chinas southeast, you will see modern sights of skyscrapers, busy traffic and brightly it
greets. But in rural China, especidly in the central and west em rurd parts, there are il many
backward places. In the poor and remote mountain villages, folks till use manud labor and
animds to till the land. They live in houses made of sun -dried mud bricks. In times of severe
drought, there will be scarcity of drinking water for people and animas. A Chinese poet
magistrate of the 18thcentury wrote;

The rustling of bamboo outside my door.
Sounds like the moaning of the needy poor.
As Chinds Premier, | am often torn with anxiety and unable to eat or 9 eep with ease when |

think of the fact that there are gtill 30 million farmers lacking food and clothing, 23 million
city-dwellers living on subsistence alowances and 60 million disabled and handicapped
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people in need of socid security aid. For Chinato  reach the level of the developed countries, it
will il take the sustained hard work of several generations, a dozen generations or even
dozensof generations.

China tomorrow will continue to be a maor country that loves peace and has a great ded to
look forward to.

Peace-loving has been a time -honored quality of the Chinese nation. The First Emperor of Qin
Dynasty commanded the huilding of the Great Wal two thousand years ago for defensive
purposes. The Tang Dynasty opened up the Silk Road one tho usand years ago in order to sl
slk, tea and porcelain to other parts of the world. Five hundred years ago Zheng He, the
famous diplomat -navigator of the Ming Dynasty, led seven maritime expeditions to seek
friendly ties with other countries, taking aon g Chinds exquisite products, advanced farming
and handicraft skills. The great Russian writer Leo Tolstoy was right when he caled the
Chinese nation "the oldest and largest nation” and "the most peacel oving nation in theworld".

As the modern times be gan, the ignorance, corruption and self -imposed seclusion of the feudd
dynasties led China to prolonged social Stagnation, declining national strength and repeated
invesions by the foreign powers. Despite compounded disasters and humiliation, the Chinese
nation never gave up and managed to emerge from each setback stronger than before. A nation
learnsalot moreintimesof disaster and setback thanin normal times,

Now, China has lad down her three -gtep drategy toward modernization. From now to
2020,Chinawill complete the building of a well -off society in an al -round way. By 2049, the
year the People’s Republic will celebrate its centenary, we will have reached the level of a
medium-developed country. We have no illusions but believe that on our way f  orward, we
shal encounter many foreseeable and unpredicteble difficulties and face al kinds of tough
chdlenges. We cannot afford to lose such a sense of criss. Of course, the Chinese
Government and people are confident enough to overcome dl the diffic ulties and achieve our
ambitious goasthrough our vigorous efforts. Thisis because:

- The overiding trend of the present -day world is towards peace and development. Chinas
development is blessed with a rare period of drategic opportunities. We are d  etermined to
secure a peaceful international environment and a Stable domestic environment in which to
concentrate on our own development and, with it, to help promote world peace and
development.

- The socidism China adheres to is brimming with vigor a nd vitality. Socidism is like an
ocean that takes in dl the rivers and will never go dry. While planting our feet solidly on our
nationa conditions, we will boldly press ahead with reform and opening -up and boldly absorb
al fine achievements of human c ivilizations. There is no limit to the life and exuberance of a
socialismthat isgood at self-readjustment and self-improvement.

- Twenty-five years of reform and opening -up has given China a considerable materia
accumulation, and her economy has gaine d a foothold in the world. The motivation of Chinas
millions to pursue happiness and creste wedlth is an inexhaustible reservoir of drive for the
country'smodernization.
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- The Chinese nation has rich and profound culturd reserves. "Harmony without uni  formity"
is a great idea put forth by ancient Chinese thinkers. It means harmony without sameness, and
difference without conflict. Harmony entails co -existence and co -prosperity, while difference
conduces to mutual complementation and mutual support. To a pproach and address issues
from such a perspective will not only help enhance relations with friendly countries, but aso
serveto resolve contradictionsin the international community.

Ladiesand Gentlemen,

A deeper mutua understanding is a two -way process. | hope American young people will turn
their eyesto China. | aso trust our young peaplewill turn their eyesmoreto the US.

The United States is a great country. Since the days of the early settlers, the Americans, with
their toughness, fronti er spirit, pragmatism, innovation, their respect for knowledge, admission
of tdents, their scientific tradition and rule of law, have forged the prosperity of their country.
The composure, courage and readiness to help one another shown by the American pe  ople in
face of the 9.11 terrorist attacks aretruly admirable.

Entering the 21stcentury, mankind is confronted with more complicated economic and socia
problems. The culturd element will have a more important role to play in the new century.
Different nations may speak different languages, but their hearts and feelings are interlinked.
Different cultures present manifold features, yet they often share the same rationd core
glements that can aways be passed on by people. The civilizations of different  nations are all
fruits of human wisdom and contribution to human progress; they cal for mutual respect.
Conflicts triggered by ignorance or prejudice are sometimes more dreadful than those caused
by contradictory interests. We propose to seek common grou nd in the spirit of equdity and
tolerance, and carry on extensive inter-civilization dial ogue and closer cultural exchanges.

In his poem, Mavern Hill, the famous American poet Herman Melville wrote:

"Wag theworld how it will,

Leaves must be greenin Spring."

The youth represents the future of the nation and the world. Faced with the bright prospect of
China-US relations in the new century, | hope the young people of China and the US will join
their hands more closely.

Ladiesand Gentlemen,

Chineseforefathers formulated their goals asfollows:

To ordain conscience for Heaven and Earth,

To securelifeand fortune for the people,

To continuelost teachings for past sages,
To establish peacefor al future generations.



Today, mankind is in the middle of a period of dradtic socid change. It would be a wise
approach for al countries to carry forward their fine cultural heritages by tracing back their
origin, passing on the essentials, learning from one another and bresking new grounds. My
qped is that we work together with our wisdom and strength for the progress and
development of human civilization. Our success will do credit to our forbears and bring
benefit to our posterity. In this way, our children and their children will be able to  livein a
more peaceful, more tranquil and more prosperous world. | am convinced that such an
immensely bright and beautiful tomorrow will arrive!

Thank you.
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2D: U.S.-China Rdations

Testimony of James A. Kelly, Assistant Secretary for East Asian and
Pacific Affairs before the Senate Foreign Relations Committee
(SFRC), Washington, DC, 11 September, 2003

Good Morning. Thank you Mr. Chairman for the opportunity to address the SFRC on one of
the most important bilateral relationships of the 21t century-- the U.S-Chinarelationship.

As the world's most populous country, with a huge and rapidly growing economy, and a
permanent seat in the UNSC, China is well on its way to becoming a mgor force in globa
dfars. In some respects, it is dready there; in others, it has aspirations to leadership that can
complement - or potentidly conflict with - our nation's objectives. Managing our
relationship with this dynamic and evolving country and ensuring that the US.  -China
relationship is a force for peace, security, and prosperity is a task as criticd as it is
complicated.

Many have tried to sum up the United States' relationship with China in a caich phrase

friend or enemy, good or bad, strategic competitor or drategic partner. Such characterizetion s
are neither useful nor accurate. Our relationship with the PR.C. and its 1.3 hillion citizens is
too complex, varied, and fast changing to be reduced to sound bites. And so today, avoiding
broad generdizations and overly simplistic judgments, | want to  give you specifics on where
we stand on a whole range of issues with the PRC dfter the firs 2 years of this
Adminigtration.

President Bush, Secretary Powell, and al of us in the administration have worked hard over

the last two-and-ahaf years to f orge a candid, constructive, and cooperative relationship with
China. In the spirit of deding straightforwardly with our differences and huilding on common

interests, the President has met with Chinas leader an unprecedented four times since taking

office. He visited China twice in his first 13 months in office, hosted President Jiang Zemin in

Crawford last October, and met the new Chinese President Hu Jintao in Evian, France this

June.

While not minimizing the differences that remain over human rights,  nonproliferation, and
Tawan, | can report to you that the administration's approach to China has resulted in a U.S.
China relationship that is, on some fronts, the best it has been in years. It is marked by
complementary -- and sometimes common - policies on a broad range of issues that are
criticd to U.S. nationd interests. the war on terrorism and critical regiona security issues are
just two examples.

Both China and America understand that what we need -~ what is in both of our interests - is

a relationship that is pragmatic, based on mutual respect, and focused on furthering peace and
stability in theworld.
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By pragmatic, | mean that we maintain and dtrengthen our core interests or vaues. Yes, we
have real and important differences with China  and we must continue to encourage Chinas
evolution as a responsible global power that contributes to the solution of global problems and
respects its international obligations in areas such as nonproliferation, trade, and human rights.
Our god is to deve lop a relaionship with the PR.C. that furthers hilaterd cooperation on a
range of critical issueswhile staying trueto U.S. idealsand principles.

| was recently in Bejing for 6 -paty taks amed a the complete, verifisble, and irreversible
termination of North Koreas nuclear programs. China played a critical role in getting the
DPRK. to the table and aranging the talks, and in letting Pyongyang know that North
Koreds pursuit of nuclear weapons is not smply a hilatera issue between the US.  and the
D.PRK., butisamatter of great concern to itsneighborsin the region.

It bears remembering that 50 years ago the U.S. and the P.R.C. were fighting on opposite sides
of a conflict on the Korean Peninsula Today, by contrast, we share a common god in
preventing North Koreds further development of weapons of mass dedtruction. Chinds
gopreciation of the need to bring North Korea back into compliance with its international
commitments is significant indeed. As P.R.C. chair of the talks, Vice Fo reign Minister Wang
Yi, sad a the conclusion of the talks, that China would continue to do its part to seek a
peaceful settlement of the nuclear issue and a lasting peace in the Korean Peninsula. We will
continue working with the Chinese and our other pa rtners to find a peaceful, diplomatic
solution to this complicated and difficult issue.

Today marks the 2 -year anniversary of the tragic attacks of September 11th. The swift
Chinese condemnation of those atacks and the subsequent enhancing of our bilate  rd
counterterrorism cooperation have shown that we stand united in our fight againgt those who
wish ill to the United States, and the security and stability of the world. The PR.C. voted in
support of both UN Security Council resolutions after the Septem ber 11th attacks. Within two
weeks of 911, we initied a U.S. -China counterterrorism didlogue to improve practical
cooperation, and have subsequently held two rounds of those talks and are looking toward a
third round. China supported the codlition campa ign in Afghanistan and pledged $150 million
- a dgnificant amount measured againgt Chinas historical foreign aid commitments - to
Afghan recondtruction following the defeat of the Taliban and our successes in disrupting and
stting back d Qaeda This July, China joined the Container Security Initiative, enabling joint
efforts to target and pre -screen cargo being shipped to the U.S. from Chinese ports. This
means that Chinese and American customs officials will be working together on the ground in
Chinato keep Americans safe at home.

We have dso had a useful didogue on Irag. China voted for UN Resolution 1441 authorizing
renewed weapons inspections in Irag, and publicly decried Baghdad's attempts to play games
with the UN Security Council. We ae lo oking for ways to engage China further in
reconstruction and stabilization effortsin Irag.

Clearly, China and the U.S. do not have identical perspectives on world affairs. Tawan is one
example. Our abiding interest is in a peaceful resolution of cross  -Strait differences; we
continue to tell China clearly that its missile deployments across the Strait from Taiwan and
refusal to renounce the use of force are fundamentally incompatible with a peaceful approach.
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Let me assure you that this Administration takes serioudly its obligations under the three U.S. -
China communiques and the Taiwan Relations Act. We will continue to adhere to our "one
China" policy. We will dso consider the sde of defense articles and services a an appropriate
level to allow Taiwan to maintainits ability to defend itself.

However, we can say that on some of the most important international issues of the day, China
and the United States have overlapping, if not identica, interests, and that the areas of shared
interest and cooperation are growing in both scope and intensity.

| want to highlight today the profound importance of Chinas extraordinary, ongoing economic
transformation. In a clear move away from a moribund communist economic system, China
has implemented market -oriented reforms over the past two decades and unleashed individual
initiative and entrepreneurship.  While substantial  development challenges remain, the result
has been the largest reduction of poverty and one of the fastest increases in income levels ever
seen. Chinds economic growth has reportedly averaged 9% since 1979, and is expected to
remain srong in 2003 despite the setbacks of the SARS outbresk and a duggish globad

conomy.

Chinas economic relations with the United States and the world have ads o been transformed.
In generd, trade relations in East Asa are undergoing significant restructuring; for example,
South Korean exports to China in July exceeded their exports to the U.S. These trends are
likely to accelerate asintraregiona tradein East Asia continuesto expand.

Largely closed to foreign firms until 1980, China is now the world's fourth -largest trading
nation, with total trade over $600 hillion. Trade between the U.S. and China has led the way,
reaching more than $148 hillion in 2002. China is America's fourth -largest trading partner,
sixth-largest export market, and fourth -largest source of imports. If current trends continue,
China may pass Japan as our third -largest trading partner by the end of 2003. In the process,
China has dso  become the world's largest recipient of FDI. U.S. firms have invested over $25
billion in China, in key aeas ranging from energy development to automotive and
telecommunications technology. U.S. economic engagement with China can - and should --
promote prosperity in both countries and throughout the world.

The United States is currently running a large bilaterd trade deficit with China We want to
eiminate any and al unfair trade practices that contribute to this deficit and are working with
China to open its markets further, insisting that our trade relationship be based on a shared
commitment to open markets and to playing by the rules. Maintaining domestic support for
open markets to China will become increasingly difficult without demonstrated su  pport in
China for open markets to U.S. goods and services. | should note some encouraging signs on
that score: our exports to China are growing a a nearly 25% pace this year. Nevertheless,
thereis gtill room for improvement.

Chinas full and timely im plementation of its WTO commitments is key to expanding market
opportunities for U.S. firms in China and ultimately creating more jobs for American workers
and farmers. We are working with our Chinese counterparts to hasten that process, and believe
Chinds WTO implementation will accelerate Chinas economic reform through the creation of
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a more rules -based and market -driven economy. While China has made great drides in
reforming its economy and moving toward a market -based economy, lowering taiffs in the
process, we still believe more needs to be done.

We have serious concerns with Chinds WTO compliance in certain arees -~ paticularly in
agriculture, intellectual property rights, the services sector, and the cross  -cutting issue of
transparency - and are ingsting that the Chinese address these concerns. | want to emphasize
that monitoring and enforcing Chinads implementation of its WTO commitments are top
priorities for the U.S. Government. We aso look forward to working with the PR.C. on key
economic issues in the current Doha Round, including a move to reduce agricultural subsidies,
which inhibit the trade of goodsinwhich the United States and China are both competitive.

| should aso note that with the end of the textile quota system in 2004 t he explosive growth of
Chinds textile industry will pose increasing challenges, not simply to our domestic producers,
but to the legion of developing economies that rely on textile exports. Navigating this process
will require some sensitivity by Chinaas othersadjust.

| know that many members of Congress are concerned that China is deliberately maintaining
an undervalued currency to gain an unfair advantage in trade. Treasury Secretary Snow, in his
recent visit to Beijing, reiterated to Chinese officia Is our belief that the best internationa
economic system is one based on free trade, free capitd flows and maket  -determined
exchange rates. We are encouraging China to accelerate trade liberalization, permit the free
flow of capitd, and take steps to  establish a floating exchange rate. | understand that you will
have many questions about the currency issue and | defer to my colleagues a the Treasury to
addressthisissuein more detail.

Some of our most serious disagreements with China today relate  to the nature of Chinds
political system and its internd policies. Although access to information from outside China
and the imperatives of economic reform have made it increasingly difficult for the Communist
Party to control socid and political though t or activities, China remains a one -party system
where the people who rule and who make the rules are by and large not accountable to the
generd population. The abuses that such a system invites are manifest in Chinas lack of
respect for the rights of i ts citizens. Any individua or group the regime sees as threatening
whether they be democracy activists, Falun Gong practitioners, Christians worshiping in home
or unregistered churches, Tibetans, Mudim Uighurs, journdists investigating corruption, la id-
off workers protesting, or even university students venting on the internet - any of these
peopleruntherisk of detention or worseif they crossanill-defined line.

Despite reform, Chinas legd system remains serioudy flawed, and often provides  little or no
due process to those accused of crimes, particularly politica crimes. There is simply no other
way to put it — ongoing gross violations of human rights are a serious impediment to better
relations and undermine the goodwill generated by individual releases or other steps.

We have been particularly disappointed by backdiding on human rights this year, after a year
of incremental, but still unprecedented, progress in 2002. It is important that China take steps
to modernize its criminal and c ivil jurisprudence system and we intend to press these issues in
our bilateral meetingswith China.
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There are aso steps that need to be taken with regard to nonproliferation. The Chinese have
expressed their desire to stem the proliferation of missiles and WMD, and we are heartened by
recent steps taken in the right direction. Under Secretary for Arms Control and International
Security John Bolton wes recently in Beijing for the second round of a semi  -annua Security
didogue aimed a - among other key issues - hadting the spread of these deadly weapons and
technologies. Although China recently issued updated regulations on the export of chemical
and biological agents, as well as missile -related export controls, full implementation and
effective enforcement are till lacking. We continue to see disturbing cases of proliferation
activities by certain Chinese firms. As you know, the Administration has not shied from
sanctioning such activities, as required by US. law. China must redize that this kind of
proliferation not only damages its relationship with the U.S,, but also ultimately hurts its own
interests and security.

Let me return to where | sarted. The U.S. -China relationship has come a long way since just a
few years ago, and has moved beyond so me rocky moments - notably the accidental bombing
of Chinas embassy in Belgrade, and the EP -3 criss - to begin to build a more mature
relationship: one defined as much by our common efforts in support of shared interests as by
our differences.

Contrast those difficult moments with where we are today - four presidentid meetings in 2
years, a common stand on some of the mogt pressing matters of the day, and a relationship that
acrossanumber of different dimensionsisenormoudy robust.

| do not un derestimate the challenges of our relations with China, and we must continue to
speak frankly and forcefully on issues that concen us. A US. -China relationship that is
candid, cooperative, and congructive, is both necessary and possible today. It is ds o in the
interests of our mutual prosperity and peace and that of AsiaPacific region and theworld.

Thank you.
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