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ERNEST BOWER:  OK, ladies and gentlemen, welcome to the CSIS Global Security 

Forum.  I’m Ernie Bower.  I’m the senior advisor and director of the Southeast Asia Program at 

CSIS.  I want to thank Finamerica (sic) for making today possible.  We appreciate their generous 

support.  If I could ask the colleagues to just shut the doors here, if you have a chance.  I’d also 

ask that you please silence your cell phones for the – during the conference. 

 

We’ll be live-tweeting this session from @CSIS/org – underscore-org – and we’re using 

#GSF2012 or #GSF2012 for that.  Following the panel, we’ll take questions from the audience.  

Please wait for a microphone to identify yourself and phrase your question as a question, rather 

than a statement.  Lunch will be served during the third session, which starts at 12:30. 

 

I will start this session off with a presentation that we’ve developed called “Navigating 

the Geopolitics of the South China Sea.”  And I’m honored to have the opportunity to be the 

moderator of this panel with such a distinguished panel.  We have with us Mr. Hank Greenberg, 

the chairman and CEO of C.V. Starr & Co.; Admiral Joseph Prueher, who was also the U.S. 

ambassador to China as well as the commander of the Pacific – CINCPAC at the time, I think.  It 

was still CINCPAC; and of course, Ambassador Carla Hills, who has ably led our country in 

many roles, maybe most notably and relevant to this session as the U.S. trade representative.  

Carla, thank you for joining us also.   

 

Let me kick off our discussion with a presentation that my team built.  It’s an innovative 

policy tool constructed on many layers of data.  And we call it “The South China Sea in High 

Resolution.”  That will set the policy context for our discussion with our panel.  Let’s dig in. 

 

 Moving across the globe to one of the world’s most contested regions and one of 

America’s greatest strategic challenges, we’re talking about the South China Sea.  Where is it, 

and why does it matter?  China borders the sea to the north, Vietnam to the west, the 

archipelagos of Indonesia to the south and the Philippines to the east.  The global center of 

gravity is shifting to Asia, driven by its rapidly growing economies. 

 

Asia’s share of world GDP has more than doubled in the last 50 years.  Let’s take a look 

at Shanghai in 1990.  Compare that to today.  It’s a pretty startling difference.  Asia’s now the 

engine of global growth, and the South China Sea is the linchpin of this dynamic region.  Senator 

John McCain spoke at CSIS last year about the importance of the South China Sea to the United 

States.  Let’s hear what he had to say: 

 

 SENATOR JOHN MCCAIN (R-AZ):  (From video.)  Why should America care about 

the maritime disputes of foreign nations half a world away?  The United States has a national 

security interest in maintaining a favorable strategic balance in this vital region.   

 

 MR. BOWER:  That’s right.  There are two disputes in the South China Sea.  One is 

territorial and one is maritime.  Let’s look at the territorial dispute first.  In the middle of the sea 

sit thousands of tiny islets and atolls.  One of the key issues of the dispute is who controls these 

bits of rock and reef.  In fact, six different countries claim them.  The Spratly Islands, a cluster of 

mostly submerged reefs, shoals, banks and islets attracts the most attention.  

 



 China, Taiwan and Vietnam claim them all, while Malaysia, the Philippines and Brunei 

each claim more than they actually control.  Individually – individual islands are controlled by 

China – marked here – Taiwan, Vietnam, Malaysia and the Philippines, as shown by the stars on 

the screen.  Under the U.N. Convention of the Law of the Sea, on UNCLOS, whoever owns a 

habitable island also controls the exclusive economic zone around that island out to 200 nautical 

miles. 

 

 All six claimants in the South China Sea are party to the Law of the Sea.  Now, the key 

phrase here is habitable island.  Making the case you could live – (laugher) – on these formations 

is often a gross exaggeration.  Many stick out of the water only during low tide, forcing countries 

who wish to claim them to go to great lengths to change their geography. 

 

 Can you imagine the private who drew the short straw and got this vacation for a week?  

(Laughter.)  China has made it clear that it considers many of the features to be habitable.  That 

matters because it would effectively give China exclusive control over the resources in this entire 

pink area.  Even if they – even if we set aside the islands or the territorial dispute, countries 

making overlapping claims – countries are making overlapping claims to the waters of the South 

China Sea.   

 

Let’s take a look at how the situation looks from Beijing’s perspective.  China makes the 

biggest claim – the so-called nine-dash line, which we have connected here.  China’s claim 

passes within Philippine and Malaysian territorial waters, at some points as close as two miles 

from the Philippine coast.  Taiwan has laid claim to a nine-dash line as well.  

 

But China and Taiwan are not the only countries with extensive claims – as we can see 

here, if we look out to the waters from the perspective of Hanoi.  Vietnam claims exclusive 

rights to the resources of much of what it calls the “East Sea.” 

 

Now, let’s go down south and look at the dispute from Kuala Lumpur’s perspective.  We 

see that Malaysia also makes a maritime claim, albeit a somewhat smaller one.  And here, even 

diminutive Brunei makes its own claim. 

 

But if we shift our view now up to Manila, we can see that the Philippines makes a very 

significant claim on these waters.  Nearly all the waters of the South China Sea are claimed as 

the exclusive domain of several countries at once.  These overlapping claims have resulted in a 

very complicated impasse.  What matters most is that this entire red zone and all of the resources 

within it are in dispute. 

 

So why is this such a big deal?  Well, these flashing green areas represent the rich oil and 

gas resources thought to be in the South China Sea.  Let’s discuss and listen – I’m sorry, let’s 

listen to my colleague Dave Pumphrey with our energy program at CSIS to discuss the possible 

resources in these basins. 

 

DAVE PUMPHREY:  (From video.)  The U.S. Geological Survey in 2010 released a 

study which was looking at the undiscovered recoverable reserves in the area – came up with an 

estimate for the South China Sea that’s about 10 billion barrels.  For the natural gas side of the 



equation, it’s probably closer to 100 trillion cubic feet.  So these may be actually very gas-rich 

resources. 

 

MR. BOWER:  This map shows the expected oil resources in the South China Sea is nine 

basins, with the darkest color showing the richest expected resources.  Some estimates put the 

volume of oil in these basins on par with Alaska’s reserves.  And the next map shows the 

expected gas resources.  The volume of natural gas has been estimated to be as much as 75 

percent more than the Gulf of Mexico. 

 

Energy imports are soaring as Asia hungers for new sources to fire its economic growth.  

Demand for oil imports will more than double across the region by 2035, demonstrating just how 

hungry these countries are to exploit new domestic resources.  In this context, it’s not surprising 

that the claimants have already started exploring in the disputed waters, especially Vietnam and 

the Philippines. 

 

Disputes, in turn, complicate investment decisions for foreign oil and gas companies.  

Despite the disputed area, many companies have still been granted concessionary blocks, 

depicted here in red.  Some of you may be aware the outcry from China earlier this year over 

Forum Energy’s decision to move forward with drilling in a block that it has leased from the 

Philippines.  That block in question is about 75 nautical miles from the Philippines but over 560 

nautical miles from China.   

 

However, energy is not the only resource under these waters.  As populations and GDP 

increases, demand for fish protein has also grown exponentially.  Take a look at this chart and 

guess which country is driving demand. 

 

No surprises.  The Southeast Asian claimants have signed a treaty to divide up their 

fishing areas, at least in theory as shown on this map.  But in practice, China claims rights to the 

entire region.  It has gone so far as to impose a unilateral fishing ban in the South China Sea each 

summer for the last three years. 

 

With all this competition over territory, energy and food, we have seen angry words and 

violence. Each of these stars on the map represent a serious incident.  There’s 21 of them in the 

last three years alone.  Some of you may have heard the news this morning that there’s a standoff 

at the Scarborough Shoal which has caused the Philippine foreign secretary, Albert del Rosario, 

to call the Chinese ambassador in Manila into his office to try to resolve the impasse.   

 

With all this – I’m sorry.  As some of you may have heard, Chinese forces clashed with 

Vietnamese fishermen near the Paracel Islands twice in the last two months, first preventing a 

vessel from sheltering near islands during a storm, and most recently arresting 21 Vietnamese for 

fishing in nearby waters.  If that’s not complicated enough, the South China Sea is one of the 

busiest trading routes on the planet. 

 

The western gateway to the sea is the Strait of Malacca, which sees 60,000 ships pass 

through each year.  That’s four times more than the Panama Canal, carrying between one-third 

and one-half of global trade and 14 million barrels of oil a day.   



 

So what is the U.S. position in all of this?  The United States does not take sides on the 

claims of different countries.  But it does insist that freedom of navigation be protected in the 

South China Sea, that dispute should be resolved peacefully through negotiation and that any 

settlement should be based on international law.  This map shows the Law of the Sea baselines 

for the South China Sea claimants.  The law grants each country a baseline 200 nautical-mile 

exclusive zone.   

 

Well, let’s zoom out and look at the big picture.  Failure to resolve the conflicts in the 

South China Sea leaves maintaining peace in the Asia Pacific uncertain and increases territorial 

tensions.  An unstable Asia would undercut the incredible promise of growth in this vital region. 

 

In contrast, resolving the conflict can create a foundation for peace and stability in the 

Asia Pacific. I’d like to thank GOI for their invaluable help on the satellite imagery and data for 

this project, and the Japan Space Exploration Agency for its generous support, and my team and 

the CSIS team who helped bring all of this research together. 

 

Now, for more information or for more perspective and expert views on our – on these 

questions, I’m going to turn to our panel.  And I will – I’ll join you here.  I’d like to turn to Hank 

Greenberg to start us off.   

 

Hank, could you share your perspective?  You’ve got to be one of the most experienced 

China hands in the United States.  You know, you’ve spent a lot of time there and you’ve been 

plying these waters yourself proverbially for – since 1975, I believe.  Could you share your 

perspective on this situation? 

 

MAURICE GREENBERG:  Sure.  Well, I think first of all, that was a very good 

presentation.  Look, the United States has a very important position in the region.  It’s important 

to us – freedom of navigation is vital.  So you start with that.  This has to be resolved peacefully; 

we know that.  We cannot really take sides in the sense openly.  I think it’s got to be resolved 

with China – quietly, not in the press, which we generally find ourselves doing.   

 

And that’s counterproductive.  So I think quiet diplomacy will go a long ways.  China’s 

not going to back away entirely.  It’s going to have to be a resolution that is fair and equitable to 

all the parties involved.  Each one has a vital interest in all the energy there – that’s potentially 

there – the fishing grounds.  And so it’s not going to be an easy negotiation.  But like all 

negotiations of this kind, it’ll take some time. 

 

Neither – I don’t think China wants to have an open conflict.  It’s not in their national 

interest to have that occur.  I just don’t believe that is in their mind.  But they’re not going to be 

an easy pushover, either.  And so I do believe that quiet diplomacy will go a long ways.   

 

Now, we have an interest in trade in the region, as well.  The ASEAN region has been 

very important to us from a trade point of view.  But we’ve lost position in ASEAN. The Chinese 

have negotiated a free trade agreement about 10 years ago with the ASEAN region and their 



trade has boomed.  Now, it surpasses the United States.  We used to be the largest trading 

partner.  We’re no longer the largest trading partner.  And that’s another issue. 

 

So their – so their interest in the region has grown dramatically.  And while ours is 

important and the ASEANs want us in the region – they certainly – they want us there; they want 

to know that we are going to be a Pacific power and not just go away.   

 

But they don’t want us to be so visible as to – as to believe that we’re going to be used as 

a – really, in a conflict.  They want us to have what they call the “over the horizon” position, so – 

which means our vessels, our ships, naval ships can come to – into the region very quickly, in 

any part of it, if something breaks out, then – and our help for one reason or another is required. 

 

So it’s a – it’s a tenuous problem.  It’s something that’s going to be diplomatically 

handled.  It’ll take time.  It’s not going to be resolved overnight.  It’s got to be done quietly, and 

I think we should recognize that it’s not going to be an easy solution.  But I think all parties want 

a solution, including the Chinese.  I do not believe the Chinese want this to be – get into any 

hostilities over this with the United States. 

 

MR. BOWER:  Admiral, you – you’ve got a unique perspective, having been ambassador 

in Beijing and also in the Navy for 35 years and in command of U.S. forces in this area of 

responsibility.  Could you share your perspectives (sic) on the situation? 

 

ADMIRAL JOSEPH PRUEHER:  Yeah, thank you very much, Ernie, and thank CSIS for 

putting this together.   

 

MR. BOWER:  You’re welcome. 

 

ADM. PRUEHER:  I’d like to make a couple of comments first.  I think the presentation 

that Ernie gave pretty much captured most of what I would have to say about it.  But I’ve got a 

few things to add.   

 

The other thing is – to follow Hank Greenberg is a treat in a way, just to be with him.  In 

the time that I was in China, I think there was no more influential American coming to china at 

that time than Hank Greenberg.  And his long history there is a wonderful thing for all of us.   

 

I was reminded a little bit when you were showing the pictures of the islands – 

 

MR. BOWER:  Yeah. 

 

ADM. PRUEHER:  And Indonesia is familiar with that.  They’ve got 17,508 islands at 

low tide is how they measure that.  (Laughter.)  And then they’ve got about 6,500 or so at high 

tide, and then about 2,500 that actually do things.  So they’re interesting situations.  Another time 

was the nine-point diagram that Ernie showed up there is known to those of us from Tennessee 

as the dog’s tongue.  

 



But it’s a – it has a different shape to it that is interesting.  And the first time I saw that 

was with – at the military region commander in Guangzhou.  He put that chart up, and my 

political advisor jumped up and starting ranting, saying, we can’t accept this.  I said:  We’ve got 

to get out of here first, you know.  (Laughter.)  So we had – we talked about that.  So it’s a 

longstanding issue. 

 

I think what was brought up is the – and if I can be a little bit simple-minded here – the 

so-what test, why do we care about this.  First, the South China Sea in its own right is extremely 

important.  We saw a lot of statistics about the potential mineral resources and the oil resources 

that are there that could be true – the fishing rights and the conflicting claims.   

 

It’s a very important piece for the mineral rights.  Also as was pointed out, and you can 

quibble about the numbers, but about a third of the world’s commerce transits the South China 

Sea each year.  It – in size, for those who are more familiar with Europe, it’s about 150 percent 

the size of the Mediterranean Sea.  Three times the Suez Canal traffic each day, five times the 

Panama Canal traffic each day.  I think this presentation said four.  OK, somewhere in there lies 

the truth on the statistics.   

 

So it’s extremely important to all of us.  The other part that, again, Hank touched on more 

is it is a – in the world’s most important relationship for the next decades, which is the bilateral 

relationship between the U.S. and China – the South China Sea is one of the particular friction 

points that is solvable.  It’s manageable.  But we need to do it in a way, as Hank pointed out, 

with quiet diplomacy, and to do that well.   

 

And the two – the big friction we have is for the United States, which does not have a 

direct dog in the fight over the claims in the South China Sea.  But we do have a dog in the fight 

on freedom of navigation throughout the world and through the South China Sea. 

 

China claims it is sovereign territory.  And they have – they have been in the last several 

years, have come out very strong.  Qin Gang talked about China’s sovereignty over this area as 

indisputable.  This was about the same time that Secretary of State Clinton was in Singapore 

staking out the freedom of navigation argument and the rights of the democracies and the other 

nations in that area to not get run over by China. 

 

Now, this – relieving this tension point between the U.S. and China is an important thing 

to have it come out in the right way, and not only in terms of an end-game the right way, but also 

conducted in the right way which is an important – we can be polite to each other as we go 

through this.   

 

So going from a few years back where there was shouldering of fishing vessels, there was 

a capture of Vietnamese fishermen, there were cutting of seismic lines – of seismic exploration 

for a Vietnamese boat that was doing seismic exploration looking at carbon on the bottom.  From 

those – that standard of conduct that China was doing to take an assertive position, things have 

changed in the last year. 

 



China has taken a softer, a more diplomatic position in the last two or three years, and I 

think what they have seen is that the very aggressive posture that they took in Southeast Asia and 

particularly in the South China Sea was at odds with some of their overall objectives that they 

were trying to achieve. And they were increasingly seen to be aggressive and controlling there.  

And this was working to their detriment in Southeast Asia. 

 

So what has happened in the last – (background noise) – time’s up I guess – (laughter).  

But last June, representatives from Hanoi, from Vietnam, went to Beijing to do a negotiation.  In 

July – July of 2011, the PRC met with ASEAN.  They discussed the 2002 pact on how they 

would behave – the code of conduct on how they would behave – to try to lower the tempo and 

lower the reaction on disagreements in the South China Sea.   

 

And they agreed to proceed with a – with this 2002 code of conduct for behavior in the 

South China Sea.  Lately, Hu Jintao has taken a – I think he’s going, I believe it’s this week, to 

Cambodia – and where they are discussing this again, and taking a much softer tone on resolving 

these things, agreeing not to work one-by-one with the ASEAN nations but to work with 

ASEAN as a group. 

 

This is a big step forward.  This is something that our country thought was a good idea 

for China to work with ASEAN as a group, and that is – that is in fact what’s going on.  China 

and ASEAN, with China making a substantial financial contribution, has put together a fund and 

put together a study for how do we resolve these issues – the maritime issues, the trade issues in 

the South China Sea. 

 

So it’s a different tone than has existed in the past.  This is good.  Now, my point of view 

is domestic politics in China trump their international situation.  And likewise, in the United 

States domestic politics trump our international activity as well.  So people don’t get elected in 

China by having a very conciliatory tone toward the United States, and they don’t get elected in 

the United States by having a conciliatory tone toward China. 

 

So we can expect a little bit of dialogue as we lead up to elections, both to 2012 in China 

and certainly – certainly in our country as we go forward.  But we can hope that that stays within 

good bounds as we go forward.   

 

I think, what – so what’s to do?  We talked about why this – why it’s important.  We’ve 

talked about why China’s had a tone change, which is a positive thing.  And so the United States 

needs to press forward.  I think we need to, one, acknowledge China’s different behavior and say 

this – and acknowledge that it’s good and we should be grateful for it.  We should continue to 

support our friends and – longtime friends and allies in the region so that they don’t get run over.  

China, in turn, doesn’t want to be forcing those small nations toward U.S. protection in these 

issues because they – that creates a more – or a less healthy relationship between China and the 

United States. 

 

We have a lot of issues to work.  We have a lot of things that we can work together.  This 

is one that’s solvable.  It’s one that has some good answers to it.  And so we need to 

acknowledge the Chinese progress that has been made and also continue to stand up for the 



freedom of navigation issue and stand up for our friends.  And it’s tracking in a good direction.  

So that’s sort of where I think we are right now. 

 

MR. BOWER:  Thank you, Admiral, appreciate that.  We’ve saved Carla for cleanup.  

She is our cleanup hitter.  She is someone who’s good at resolving disputes, and very creative, 

and has a lot of experience in China.  Carla, could you share your thoughts on the issue? 

 

CARLA HILLS:  Let me start, Ernie, by saying I compliment you and your team – 

 

MR. BOWER:  Thank you. 

 

MS. HILLS:  – on a really superb explanation because there’s a lot of lack of clarity 

about this issue.  And then my two predecessors in their presentation have said all you need to 

hear.  Let me just stress a couple of points.  I agree with admiral, ambassador, my friend, Joe – 

(laughter) – who says things have softened up a bit. 

 

If you look back in 2010 when our secretary of State went to Vietnam, to Hanoi for the 

ASEAN Regional Forum, there was quite a collision there.  And the foreign minister of China 

was saying, you know, I’m a big country.  And I thought the secretary of state was quite clear in 

saying we have an interest here.  We want to maintain free navigation.  We want to have an open 

commons. 

 

And since then, I think that there has been a rethinking in China that there are other 

interests at home, that is overall foreign policy interest of maintaining stability at home and 

abroad with its 14 neighbors – none of which are a hundred percent calm – and it’s at-sea 

neighbors is extraordinarily important and that they must work more carefully with maintaining 

the calm and that that has caused new visits.   

 

Vietnam has visited Beijing, their leaders – their secretary-general.  The Philippines have 

visited China.  The vice president of China has been out visiting the region.  They have formed a 

forum to discuss the kinds of issues that could be raised, like oceanic problems.  That doesn’t 

mean it’s been solved.  But it means that there’s a basis for a negotiation. 

 

And as we’ve all said here, one of the U.S. interests is not to have a – an uproar, a 

problem in the region.  It’s extraordinarily important to have free negotiation – free navigation 

because of the quantity of commerce coming through.  It is very important that we have the 

commons. There are interests that can be negotiated.  

 

I can see a path through the thicket, where one country could get 30 percent of whatever 

the petrol value is; another, 35 (percent).  How do we – who puts in the capital, how do we take 

it out?  It’s a good tough negotiation.  But it’s one where it could end up being a win-win 

situation.  And our primary interest is to keep the negotiation so we have a peaceful resolution.  

And I think that those who have been front and center on this issue are aligned on that issue. 

 

I don’t think there’s anyone who’s saying, ah, we should fight.  I think we should 

encourage negotiation and we shouldn’t take sides because that could induce either of the 



claimants to take more risky action. What we want to encourage is a resolution that satisfies very 

complicated interests.  And through negotiation I think that could be done.  And so maybe you 

want to go to the audience, Ernie, and hear what’s on their minds. 

 

MR. BOWER:  Yeah, thank you, Carla.  I do.  I first wanted to mention that we have a 

great asset in the audience.  Supreme Court Justice Anthony Kennedy is with us today and he’s 

got an interest in this.  Thank you for joining us.  (Applause.)  He spends a lot of time in Asia, 

and working on legal issues. 

 

So, Justice, hopefully some of this will pour over your head – (laughter) – and if you’ve 

got it resolved by the time the panels over, please raise your hand and let us know what to do.  

Before I go to the audience, I do want to ask the panel their view on UNCLOS, the United 

Nations Law of the Sea.  And the United States has not ratified that treaty. 

 

MR. GREENBERG:  That’s right. 

 

MR. BOWER:  Should we do that? 

 

MS. HILLS:  Absolutely.  Yesterday. 

 

MR. BOWER:  OK, Admiral? 

 

ADM. PRUEHER:  Yes, of course. 

 

MR. BOWER:  OK, I thought that might be the case.  Let me go to the audience.  Again, 

just please identify yourself.  Let’s start with Patrick. 

 

Q:  Is there going to be a microphone, Ernie, or – 

 

MR. BOWER:  I think so, right behind you. 

 

Q:  Patrick Cronin, the Center for New American Security.  Great panel, Ernie.  

Congratulations.  I want to ask a tougher question, though.  I know you’re giving great advice for 

all of us. 

 

But this Scarborough Shoal incident that’s going on right now with the Philippines and 

China, in the midst of a U.S.-Philippine military exercise with a ship that we transferred – the 

Coast Guard cutter, which is now a flagship of the Philippine navy – the Chinese are preventing 

that ship from arresting what they consider to be illegal fishing in this disputed area. 

 

The Chinese are upping the ante here. They’re basically trying to teach us a lesson.  If 

we’re going to rebalance, if we’re going to pivot, if we’re going to build partnership capacity, 

they’re going to respond.  So my question from a military point of view, Admiral, and from a 

trade point of view, what are the dos and don’ts of how far we can rebalance with an ally like the 

Philippine(s)? 

 



MR. BOWER:  Great question.  Admiral? 

 

ADM. PRUEHER:  Well, first, I hadn’t read about the incident today.  What I – I can 

take on faith what you and Ernie have said about it, so I’ll assume that’s all correct, which is 

always hazardous here.  (Laughter.)  But the – it’s a testy issue, you know.  And I don’t know the 

exact answer to that.   

 

One, we have two allies in the region.  One’s Thailand, and the other’s the Philippines.  

The others are friends.  So we need to think about being a reliable partner, you know, in any 

commitment that we’ve made.   

 

I think that trying to get the balance right with the nations that are – to uphold their 

regional rights and also the part of the freedom of navigation, I think we can – we need to 

continue to work with them.  It would be sort of feckless on our part to not – to not do that. 

 

But I think the real point is there are ways you can do things without just poking an 

adversary or poking a competitor in the eye.  And so I think the – our support for those nations 

should be done in a way that is – there’s a whole lot of dialogue, you know, joint air-sea battle 

and a whole lot of things right now that are considered to be poking in the eye, that need to be 

articulated very well. 

 

So I think this needs to be done carefully.  I don’t know the details of this particular one.  

But it sounds like it’s a testing ground where there is a need to use the military consultative 

agreement with China to talk about this and say, here’s what – here’s what we’re doing, and do 

those things in advance.  It would be very helpful. 

 

MR. BOWER:  Carla or Hank, you want to comment? 

 

MS. HILLS:  Well, it’s important to note that China is using civilian craft to deal with 

these issues this year, as opposed – and in fact all along it has used its maritime surveillance, its 

fishery stability board.  And I think one of the problems that China has is that it is a stovepipe 

form of government.  Maybe all governments are.  We can’t really boast about constant clarity.  

But China’s quite stove-piped.  And there’s no overarching civilian group.  But we should 

quietly talk to the Chinese. 

 

We should take comfort in the fact that these are not military.  PLA is not on the scene, 

nor has it been on any of these disputes, and we want to keep it that way.  This is a fishing 

problem, and to encourage a resolution and a negotiation.  As I say, I don’t think we can take 

sides.  We can encourage.  We should be neutral, encourage negotiation.  We have certain 

precepts that we have – freedom of navigation, an open commons. 

 

And I think, very strongly, we should support the Law of the Sea.  It’s hard for us to wag 

our finger at a country saying, you have violated the Law of the Sea when we have not adopted 

that and haven’t since it was first initialed in 1982. 

 

MR. BOWER:  Hank? 



 

MR. GREENBERG:  Well, I’ve got to agree with what’s been said.  But I would add one 

thing.  You know, ASEAN has ambassadors now.  We have an ambassador to ASEAN, as other 

ASEAN countries have.  And I think ASEAN as a whole – the ASEAN ambassadors ought to 

complain to China in support of the Philippines in this issue.  That’s a normal, peaceful thing to 

do. 

 

We’re not doing it.  The ASEANs are doing it.  It is an ASEAN issue. And I think that 

that might have some attention in Beijing.  

 

MR. BOWER:  I’ll just turn to the Philippine ambassador, Jose Cuisia.  Jose? 

 

Q:  Thank you, Ernie.  First, I think a great presentation – 

 

MR. BOWER:  Can we get a microphone for Ambassador Cuisia? 

 

Q:  And I want to thank the three panelists for their comments.  Now, with regard to this 

– 

 

MR. BOWER:  Ambassador, there’s a microphone. 

 

Q:  – recent incident, there were eight fishing vessels in the Scarborough Shoal, which is 

126 nautical miles from Zambales – that’s a part of the Philippine Islands – which is over 500 

nautical miles from China.  So it is well within the 200-nautical mile economic zone of the 

Philippines.  The navy officials – naval officials boarded one of the vessels and they found 

corals, shoals and even sharks which were taken from that area. 

 

And of course, we all want to settle this dispute peacefully.  But the question I had is, 

how would this be settled peacefully if China refuses to abide by international law, which is the 

UNCLOS, the rule of the – Convention on the Law of the Sea.  And no other country accepts the 

nine-dash line and the historical Nansha Islands as the basis of their claims. 

 

So I’m wondering how do you settle this thing peacefully when, you know, two sides 

cannot agree on a common basis.  Our foreign affairs secretary suggested to the foreign minister 

of China that China and Philippines go to the International Tribunal on the Law of the Sea and 

let the tribunal decide. 

 

The Chinese foreign minister immediately turned down that request.  So how – I’m just 

wondering, Admiral and Mr. Greenberg, how could they come to a peaceful resolution when you 

can’t agree even on the basis for determining the basis for the dispute? 

 

ADM. PRUEHER:  I’m going to resort to, again, a Tennessee term of weasel wording 

here a little bit.  No one here is familiar with that, I’m sure.  But – 

 

MR. BOWER:  It’s Washington, after all. 

 



ADM. PRUEHER:  I think part of it is the phrase “bring it to a resolution” is very 

difficult.  You know, the Taiwan issue, to bring it to a peaceful resolution is an elusive goal.  Part 

of it is how do you manage it as you go along which is I think maybe what we should hope for in 

the short-term is how one manages it. 

 

And as Carla pointed out, you know, China has a strategy of getting along with the great 

powers, getting along with their neighbors and getting along with developing nations.  They have 

recently reiterated from Hu Jintao of – economic development trumps everything else. And so 

that – the everything else gets in the, what I would describe as the kick the can category 

 

 How do we deal with these things and not force them to a head, which is 

disadvantageous – might be disadvantageous to everyone.  How do we deal with these and go 

along, but manage them where they don’t get resolved but they get put in a box of something you 

can live with for a while as you move along. 

 

And I think that’s – in my view, that is what is achievable right now in situations like 

these.  And I think what Hank talked about is, have this be an ASEAN issue and have ASEAN 

be on record to say this should go to the World Court to be looked at for Law of the Sea.  That 

probably is not very satisfactory to many but I think that’s sometimes the way it works. 

 

MR. BOWER:  I would just comment, too – you know, one of the things we think about 

– we’re trying to think about at CSIS is, where is China headed.  You know, so if you force this 

China, just before its National Party Congress, to make a decision on this issue, what outcome 

might you get? 

 

What might you get if you manage the issue of a while?  Is China headed in a direction 

that’s maybe a better China to resolve the problem with – in a year from now, in two years?  We 

don’t know the answer to that question.  But it’s an interesting one. 

 

MR. GREENBERG:  Well, I think that I’d like to follow up on that because I think that’s 

correct.  There’s a lot of change going on in China, and I think for the better.  I think there is in 

the incoming administration – and you can see it very recently in Premier Wen Jiabao’s 

speeches.  There is a – there is a softer tone.  There is a change going on in the economy, as well.  

And so I do think that time will – is the way to play this out.  I don’t think it’ll be easy, but I 

think it’s a better way of doing it. 

 

MR. BOWER:  Mike? 

 

Q:  Thank you all very much.  In a previous forum – 

 

MR. BOWER:  Could you just identify yourself? 

 

Q:  Oh yeah, Mike Kostiw; I just retired from the Senate Armed Services Committee.  

And not too long ago, General Scowcroft had just returned from a trip to China and he spoke to a 

group of us.  And he pointed out that one of the key questions he had there that the Chinese were 

very confused about was just this concept of pivoting.  You know, what does that really mean to 



them?  And I would like to ask you all, what should it mean to the Chinese, and Mr. Greenberg, 

particularly with your long experience there, your years there, what do you think the Chinese 

think that pivoting actually means? 

 

MR. GREENBERG:  Well, I don’t know how you’re using the word pivoted in this 

context.  The Chinese are not going to, you know, certainly go and do a U-turn.  But I do think 

there is (sic) signs that China is taking a more liberal interpretation of many things, even within 

China. 

 

The economy as an example, the SOE – state-owned industries – I believe are not going 

to have the same attention that they had before where they suck up all of the funds out of the 

banks, leaving very little for small and medium-sized businesses.  There’s a change in that going 

on. 

 

And I think China wants to – as you can see, they’re – they have – they have the 

Caribbean giving away – giving away all kinds of things to small countries, whether it’s a 

stadium or a hospital or a school.  So they’re trying to have a good face and be a good neighbor 

in that sense.  They’re going to – is it totally going to change and not look after Chinese 

interests?  Of course not.  Every country looks after their own interests. 

 

But I think they’re going to try and be more subtle about it than they have been in the 

past.  I think they’ve learned from some of the past things they’ve done.  I’m more encouraged 

by what I see going on in China today than I had been before.   

 

Having said that, do I think they’re not going to look after their national interests?  Of 

course not.  Every country does.  And I can’t speak to what role the PLA will play in the new 

administration, whether or not Hu Jintao – whether or not Xi, the incoming president, and Li, the 

incoming premier, will be more active in curtailing the behavior of some PLA people. 

 

My sense is that they’ll go slow in first, until they get their own feet on the ground.  It’ll 

take them a year.  The new administration will not change very much in the first year.  It’ll take 

them until their second year until they feel that they’re on their own.  I mean, that’s my 

interpretation of it. 

 

MR. BOWER:  Hank, would you or others comment on what you think the Chinese 

reaction or perception of the Obama resurgence, you know, refocusing on Asia is?  I mean, do 

they believe it?  Is it a good thing?  Is it a bad thing?  What do they think about that? 

 

MR. GREENBERG:  Well, I don’t know what they think about it.  I think that they, you 

know, obviously are aware – and we’ve made it very plain that we consider ourselves to be a 

Pacific power, that we’ve never really said otherwise.  We were distracted by two wars.  But we 

are a Pacific power. 

 

The ASEAN region is very important to us and we’ve got to do – Carla and I just served 

on a commission of this organization to try and see what we can do to increase our presence in 

the ASEAN region economically, than what we have been.  And the ASEANs want us in the 



region.  So that’s important to note.  And we still have troops in South Korea and we have a 

major trading partner with China.  So, you know, we are in the region.  We have a long history in 

the Philippines.   

 

And so I don’t think there’s any question that China, whether they like it or not, and I 

can’t comment on that, but we are a Pacific power and we continue to be.  And I think they – I 

think they recognize that. They may not like it but they certainly will recognize that.   

 

MR. BOWER:  Anyone want to – 

 

MS. HILLS: I think you asked the question about pivot, because there’s been so much 

discussion when the president used that term.  And perhaps if we were to have advised him, 

some of us would have said, maybe, refocus, or just focus more.  We all know that Asia is 

growing as the most rapidly expanding region economically.  And that’s an interest to us.  But 

we’re not pivoting away from our friends in Europe.  The fact is we have interests across the 

Atlantic, too.  And yet we have to give more attention to Asia than we have perhaps before when 

we were engaged in the Iraq war, the various military encounters that we’ve had over the past 

decade.   

 

And one big challenge we have is to try to build trust in China.  It has a very big interest 

in maintaining stability at home.  And it has enormous problems.  And rather than add to the 

friction, if we can help with a negotiation that reduces friction.  But you haven’t – I mean, you 

read in the newspapers of the difficulty in the leadership, the scandals and so forth, the marches 

in the streets because of clean water and worries about inflation.  The property bubble, where the 

banks are now paying interest rates to the local depositor that is below inflation. 

 

And so there’s concerns there of financial repression.  And the leadership’s going to have 

to deal with those issues – not to mention those on its border, like North Korea, which is – we 

don’t know how that’s going to translate.  So we want to be working together to the extent we 

can and build the trust so that we can encourage a negotiation. 

 

And I think the admiral put it just right – short-term management of the issue, long-term 

goal is negotiating a win-win outcome.  And that that’s our focus, that’s our – we have interests 

worldwide and we should focus on those interests worldwide. 

 

MR. BOWER:  Admiral, you wanted to say a word? 

 

ADM. PRUEHER:  Yeah.  The choice of the word pivot, I’ve certainly said some things 

using words I wish I could withdraw from time to time. But another word would have been – I 

think would have been more accurate, and the idea being we’ve been so consumed a lot with Iraq 

and Afghanistan and our issues in the Middle East, and we’ve had, you know, a laser-like focus 

on a lot of detail there.   

 

Now, and we’ve probably just had our binoculars got a little fuzzy with Asia.  You know, 

if you deal with Asia, our Southeast Asia policy has been fuzzy for a long time.  So the refocus 

part is committed to Asia overall, not just China.  China’s certainly a big part of it.   



 

Nobody said – would try to indicate that it’s not.  But I think that the idea of just OK, 

we’re looking at Asia overall and then we – I think it’s important that this bilateral relationship 

takes – does take, should take our time and energy. 

 

There should be on the National Security Council people that are really good, and, you 

know, some old China hands on there that really, really understand the China issues and 

understand not only China but the Asian issues there.  And, you know, we have a broad range of 

interests.  But as we’ve all said, we’ve been in Asia a long time 

 

 It’s an important part of getting our own skirts cleaned with debt deficit, health care – 

excuse me, all these issues that we have to face.  Asia and our relationship with them is a part of 

solving that stuff. 

 

MR. BOWER:  Yeah.  Let me go back out.  Tom? 

 

Q:  Thank you.  I’m Tom Reckford with the World Affairs Council and the Malaysia-

America Society.  When really troublesome incidents take place – cutting seismic lines or 

capturing fishing boats – how far up the chain of command do we think these decisions are 

made?  Do high officials in Beijing really know about it?  Is the PLA involved or not? 

 

MR. BOWER:  Admiral, I think that’s – 

 

ADM. PRUEHER:  (Inaudible.)  (Laughter.)  Well, Carla talked about the stovepipes.  

And I think you probably need to go to each one to see.  But in general, for example, launching a 

stealth aircraft or shooting down a satellite, these are things that apparently surprised the 

president of China – you know, that they had not been brought to his attention. 

 

They would probably be brought to our attention in our country.  So I think, based on my 

experience, is some things are done at a local level that are not approved up the line.  And also 

the feedback and the information of, OK, give me the facts of what happened – the fact set that 

comes up the line is – comes through some pretty good filters before it gets to the top, as well.  

(Laughter.) 

 

Unheard of in our country of course – (laughter) – but that certainly is the case there.  So 

I don’t think you can take papers that are written at their military installations – or military 

institutions.  Sometimes they do reflect policy.  But usually they can come out as just the opinion 

of a couple of people.  But yeah, I look at, how do the – how do the People’s Daily treat it?  You 

know, that’s the voice.  That’s the easiest way for me to go day-to-day to look and see how they 

treat these things. 

 

MR. BOWER:  How do you read it, Hank? 

 

MR. GREENBERG:  About the same way.  I don’t think it’s going up the line to Beijing.  

I just don’t believe so. 

 



MR. BOWER:  OK. The gentleman here? 

 

Q:  Michael McCrae (sp) of The Lion (ph).  I lived in four of these five countries and I 

was just wondering on how they have yet to be mentioned in some of this discussion on the 

South China Sea, particularly Australia, New Zealand, Canada and Japan.  And then Russia – I 

didn’t live there.  I was wondering on the panel’s opinion of how those countries are interacting 

or should be interacting in these discussions. 

 

MR. BOWER:  Anybody want to swing at that one? 

 

MR. GREENBERG:  Well, I think Australia would interact – and believe they probably 

have been consulted on this.  But all countries – Japan certainly uses the South China Sea for 

navigation.  All countries are using that.  So they all have an interest in it.  And, you know, I’m 

not privy to what discussions we’ve had with any of them.  But I’m certain there has been. 

 

MR. BOWER:  If I could – if I could just add a point there.  I think all the countries that 

you mentioned, if I caught them correctly, are all members of the East Asia Summit.  The East 

Asia Summit is an 18-nation grouping now.  The United States and Russia just joined. 

 

MS. HILLS:  Yes. 

 

MR. BOWER:  The United States has encouraged issues such as the South China Sea, 

North Korea.  These have been sort of sensitive security political issues that haven’t been on the 

table before.  Now that we’re there, they are on the table.  They have been, at least, at President 

Obama’s first inaugural experience down in Indonesia last year.   

 

The question is will they be on the table again this year when the East Asia Summit is 

held in Phnom Penh.  Every sounding that I have from the Cambodians and others is that, yeah, 

maritime security and these issues will be on the table.  So I think that gives all nations a window 

into these issues.   

 

And my information is that last year, 17 of the 18 countries did raise these maritime 

security issues in the leader session.  So I think they are actually pretty engaged from just sort of 

a practitioner’s point of view, as somebody who tracks it all the time.  Would anyone want to – 

 

MS. HILLS:  I agree.  And I think to the extent that we can plurilateralize it or 

multilateralize the solution so it doesn’t become a one-on-one fight, it’s – helps manage the 

issue.  There’s a lot of lack of clarity on the claims that are being made, because we say we have 

historic rights but that’s not defined; we say that – and we’re not a member of the Law of the Sea 

– and we should be – and that has the navigation rules and regulations, and that will help, too.  

So to the extent that we can raise this in a broader sense, try to talk to China about its broader 

foreign policy interests, I think we can make a contribution. 

 

MR. BOWER:  Next question.  The gentleman here, Ed? 

 



Q:  Thank you, Ernie.  Admiral, I think I’m going to direct this question to you because 

among your titles is admiral.  I have a question.  Could you frame out for us a little bit more 

about the threat on freedom of navigation?  We’ve talked a lot about the territorial claims on 

some of the extractables on the ocean bed. 

 

ADM. PRUEHER:  Yeah. 

 

Q:  But could you talk a little bit more about true freedom of navigation in transiting the 

straits and the (sloughs ?) and the sea itself.  What is the direct threat?  Who would threaten that, 

and what could be done to prevent it at a very practical, tactical level?   

 

ADM. PRUEHER:  OK. 

 

Q:  Thank you. 

 

ADM. PRUEHER:  Let me take that on, because the freedom of navigation – I’m 

presuming you’re talking about the Straits of Malacca, Lombok Straits, those coming through 

there.  And there’s a lot of flow that goes through there.  The United States – U.K., having been 

maritime nations – other nations in which other people have lived.  We’ve all acknowledged 

freedom of navigation.   

 

China, until recently, has not really been on board with that. And their sovereignty claim, 

which is at odds over a water mass, is at odds with freedom of navigation.  So they have – you 

know, they have – either they can do it practically by fishing boats and stuff like that, by 

interfering with them.  What they have said in the past is, everybody that comes through the 

South China Sea – you know, it is called the South China Sea – has to ask our permission.   

 

Well, you know, we say no and other nations say no as well.  The interesting thing that’s 

going on with that these days is Alfred Thayer Mahan is big in China these days, because now 

they’ve become a “have” nation.  They need free flow of trade, oil.  They like sea lanes.  They 

want the Straits of Malacca open.  They want – they don’t want to have to take an extra three 

days of steaming to go through the Lombok Straits instead of coming through – up through the 

China – South China Sea.   

 

They want the most direct routes as do other nations and the flow to Japan is important as 

well.  So actually, I think that is a big issue, as China becomes a “have” nation and they are 

dependent on outside sources.  They are now becoming more interested in freedom of 

navigation, freedom of the seas.   

 

I didn’t get to your specific thing on who would threaten it because if you start doing, you 

know, PLA navy, U.S. Navy, then you get into a higher order of things that we get into in the 

sense – (inaudible) – and others with China and Japan, and with North Korea up in that area as 

well.  But I think the – the reason I think it will abate is because it’s in China’s interest to have it 

abate, to have – they like it that way. 

 

MR. BOWER:  Yeah. 



 

ADM. PRUEHER:  And they’re – (inaudible) – in it. 

 

MR. BOWER:  Let me pose a follow-up question.  We’re getting questions from the 

Internet.  This is – this is being live-streamed, and apparently there’s a pretty big audience 

watching this program.  We’ve got a question that follows up on this.  Is China’s primary interest 

in the South China Sea driven more by its security concerns or by its economic concerns.  What 

would you say? 

 

MR. GREENBERG:  I think it’s both.  I think it’s both.  And, you know, they want to 

spread their influence as a great power.  They want to exert more influence in the region.  And I 

think that really summarizes it. 

 

MR. BOWER:  What does that mean, though?  I mean, I think that is the question. 

 

MR. GREENBERG:  Well, they have increasing trade relations with all the ASEAN 

countries.  As I said earlier, they have a free trade agreement with the ASEAN countries.  That’s 

about 10 years ago.  And since then, the country is getting – China, economically, is growing.  

They import more and more from the ASEAN regions.  The ASEAN countries benefitted from 

that.  Their own economies have benefited from that and still do, from that increased trade.  So 

the influence of China in the region speaks for itself.  Trade is the backbone of it. 

 

MR. BOWER:  Does it end at economics or does it extend to political and sovereignty 

issue? 

 

MR. GREENBERG:  No.  I mean, they would like to.  I mean, that’s what we’re talking 

about here. 

 

MR. BOWER:  Right. 

 

MR. GREENBERG:  You know, nobody’s going to acknowledge – and shouldn’t – that 

China owns the South China Sea.  I mean, that obviously is unacceptable, and I think China 

understands that.  But they’re exerting more influence in the region.  And that’s not going to 

change. 

 

MR. BOWER:  Any follow-ups? 

 

MS. HILLS:  Well, I would say that I agree with Hank.  It’s both economic and security.  

China regards itself as a big nation now, and it is.  And its economic interests are real.  But its 

security interests – if you take a map and look at the countries bordering the land mass of China, 

these are not stable countries for the most part.  There’s a lot of instability.   

 

So you can’t subtract security from the equation.  Also, if you look offshore, there are 

eight countries that have various degrees of stability.  I mentioned North Korea.  But there are 

problems.  And clearly, energy and commodities are very important to China.  So it will want to 

keep the navigation open.  And we want them to embrace the Law of the Sea, the freedom of 



navigation, that the South China Sea is an open commons, and that we do not need any upheaval 

that will be adverse to Chinese interests.   

 

We want not to have a collision, but to work out our differences.  And there will always 

be differences with large trading partners – want to work it out and we can.  I do believe this is a 

negotiable issue – manage tomorrow, and negotiate it the day after. 

 

MR. BOWER:  Admiral, I mean, I think you were in Beijing when we had the incident 

with the – is it the EP-3? 

 

ADM. PRUEHER:  I was in fact there, yes.   

 

MR. BOWER:  So is that part of the Chinese concern, the air and sea surveillance? 

 

ADM. PRUEHER:  Yeah.  I think the – one part is there’s a sovereignty issue, that – 

where they have declared sovereignty over the South China Sea.  I would not like to try to put 

words in the Chinese mouth because that’s treacherous on our part.  But yeah, I would say that is 

– compared to their sovereignty issues on the discussions on Taiwan and Tibet, this is a tertiary 

one.  I think, you know, it’s not in the same – I don’t think it’s in the same category.   

 

But they bristle at surveillance flights that are in international waters that are close to 

their coastline.  We got very used to that during the Cold War because the Soviets were up and 

down our East Coast and West Coast all the time with airplanes, and we were – and ships – and 

we got accustomed to that.  And so – but the Chinese aren’t, and they bristle at the fact that there 

are flights and ships in their vicinity.   

 

The fact that they can come and park 12 miles off the coast of New Orleans is – you 

know, they can do that, too.  But they just don’t – you know, they can’t do it too much and they 

don’t have a need to.  But the fact with freedom of navigation, they can do that or off Miami or 

off New York.  They can do that.  They can bring their ships and planes in there.   

 

And so that is part of the international law of freedom of navigation.  And so I think that 

it is – there’s that security issue from their point of view.  And then the South China Sea, I agree, 

it’s both those things in some balance. 

 

MR. BOWER:  Thank you.  John? 

 

Q:  Good morning, and thank you for your time today.  My name is John DeCrosta, and I 

work for a company called APL. We’re a container shipping company.   

 

My question is building on the last two that were asked, and that is to – excuse me – to 

what extent do nations in the region use merchant shipping as a tool of statecraft, an extension of 

diplomacy, the ability to establish sovereignty throughout the region?  

 

If that is the case, how baked into the strategic thinking is the use of merchant shipping, 

and to what extent are we hindered by the fact that the United States has a very small U.S. flag 



fleet in international trade and a lack of a national strategy or policy on commercial shipping.  

Thank you. 

 

MR. GREENBERG:  I’m not sure I know what you’re trying to get at.   

 

MR. BOWER:  Is anybody familiar with the issue, the merchant – whether merchant – I 

guess you’re saying whether merchant shipping is used as a tool of statecraft and diplomacy, 

flagship, flagging – 

 

MR. GREENBERG:  Well, China has a very big merchant fleet, a growing fleet.  But I’m 

not aware of them using any of that for anything other than transporting goods.  I don’t think the 

United States is using – you know them better than I, Admiral. 

 

ADM. PRUEHER:  Not so much.  I don’t think – I’ve never seen it used as a big tool of 

statecraft from our country’s point of view. 

 

MR. BOWER:  Let me ask there’s anybody in the room over here.  I know you guys are 

sort of peeking in.  But I want to give you a chance.  Are there questions here?  The lady in the 

back there – or the gentleman, the hand there?  Yes?   

 

Q:  Hi –  

 

MR. BROWER:  Oh sorry, I can’t see that far. 

 

Q:  That’s OK.  I’m in touch with my feminine side. 

 

MR. BOWER:  Oh great.  (Laughter.)  That’s good to know. 

 

Q:  But Sydney Freedberg, AOL Defense.  It’s a gender-neutral name, too – (laughter).  

One thing several of you said is, you know, this is solvable, this is solvable, this is solvable – you 

know, dot, dot, dot – more so than some other issues that really strike to the heart for the Chinese 

like Taiwan, like Tibet.  We’ve talked about the context of the pivot to Asia.   

 

I’m curious – from the Chinese standpoint, where does this fit in the context of their 

redlines, their non-negotiables?  I mean, this is clearly important to them, but in the context of all 

the things they might be less than happy with the U.S. about – potential points of friction, you 

know – how – from their standpoint, how high up that list is this, and one the things that are, you 

know, for reasons of Chinese patriotism and sovereignty, going to be areas where they can’t be 

easily managed or relatively easily managed as you say the South China Sea can be. 

 

ADM. PRUEHER:  I presume that was aimed at me.  (Laughter.) 

 

MR. BOWER:  I thought so, too. 

 

ADM. PRUEHER:  You know, I did say solvable – solvable – and probably, because of 

the response to your question, what I should have said is easily managed rather than solved.  



Your – the real question I tried to get at a little bit, on the scale of Tibet and Taiwan, I don’t think 

is a sovereignty issue.  I have not heard the Chinese say this, but I would imagine it is not of the 

same order of magnitude as those two issues, as far as sovereignty goes. 

 

MR. BOWER:  OK. 

 

MR. GREENBERG:  I would agree with that.  On your prior question, we insure some of 

the Chinese merchant ships and I have no indication from our underwriters that they’re doing 

anything other than moving goods and – goods. 

 

MR. BOWER:  Justice Kennedy, you had a question? 

 

Q:  I’d like to join the audience in thanking the panel not only for your presentation but 

for the time and thought and talent that you’ve devoted to China over the years.  This country has 

to do more of that.  We must invest much more of our time and thought and talent in the country.   

 

China – most people – you all are experts here.  I’m just an amateur.  But most people 

don’t realize that China is a billion-three.  If you forget the billion, they’re still the second 

biggest country in the world.  So that’s a big place.  You’ve been talking about short-term 

management of crises from crisis to crisis, and there is an underlying feeling that over the long 

term we can have a more stable, more secure relation.   

 

If CSIS were sitting down to think about some long-term projects, long-term proposals, 

long-term negotiations that we could have with China that could take maybe years, what would 

they be in terms of structures, in terms of agreements, in terms of covenants?   

 

If somebody suggested that you negotiate a free trade agreement with China, would that 

be just illusory – or is it realistic, or is it necessary?  And are there other areas like that in which 

we should think about long-term discussions?  And does that – does that make any sense given 

the way nations always seem to work based on a day-to-day assessment of realities?  Thank you. 

 

 MR. BOWER:  Thank you very much.  Hank, you’ve been thinking about these issues. 

 

ADM. PRUEHER:  Yeah, we all have. 

 

MR. GREENBERG:  I think it makes a lot of sense, actually. There are a lot of 

discussions going on currently.  Even CSIS, we have meetings and dialogues; Carla Hills and I 

just came back from a dialogue in China with a number of their economists, and we meet twice a 

year.  U.S. Chamber has a dialogue.  So there are a number of those things going on constantly, 

and a lot of good comes from it; you begin to understand some of their issues, they understand 

ours.   

 

I have come out several months ago with a suggestion that we do negotiate a free trade 

agreement with China.  And that sounds, you know, off the wall.  But it took us seven years to 

negotiate one with Korea.  It will probably take 10 years to negotiate one with China.  But during 

the negotiation, we solved a lot of problems.  We won’t solve others.  But it will lead to a better 



understanding of the issues.  And I think that just doing that will create some benefit.  And I 

believe that we would resolve a lot of issues.  What’s the alternative?  To have trade wars?  That 

doesn’t get us anyplace.  And, in fact, you can escalate from a trade war to something more – 

less beneficial.  So I would – I think it would be in our national interest.   

 

Now, I’ve tested that with the Chinese on the last visit.  The premier would support a free 

trade agreement.  He didn’t say so in so many words.  But the indication was they certainly 

would agree to a negotiation.  The minister of commerce said we would start tomorrow to 

negotiate, and he said – you can quote me.   

 

MS. HILLS:  So you are.  And so you are.  (Chuckles.) 

 

MR. BOWER:  You just did. 

 

MR. GREENBERG:  I am.  I am.  And so I think that, look, we’re the two largest powers 

on Earth, economically.  We have a lot of common.  We have a lot of issues that we have to 

resolve.  We’re not going to resolve them by not talking to one another about them. 

 

MS. HILLS:  Ernie? 

 

MR. BOWER:  Yeah, Carla? 

 

MS. HILLS:  I agree with Hank that that is something that we want to consider with 

China.  We should start immediately with a bilateral investment treaty.  We have talked at our 

strategic and economic dialogues about this for two-and-a-half years.  China has indicated great 

interest in having a bilateral investment treaty, and believe me, it would help our companies.   

 

When we survey the 250 companies that are actively engaged in China, currency is 26th 

on their list.  Their top three issues are discrimination in investment, whether they can have the 

same rules governing their licensing as domestic companies do, and whether their intellectual 

property and services will be respected.  We could take care of that with a bilateral investment 

treaty.  We need the investment, on the other hand, from China.  The state governors and mayors 

need the tax revenues.  They need the jobs.  And I think it would help build trust.   

 

You know, when I was in government on the trade side, we had tremendous animosity 

towards the Japanese.  They were in our crosshairs.  We thought that they would destroy us over 

a period of a half a decade. And congressional testimonies were raucous.   

 

By investing in the United States – and we have companies like Toyota in Ohio, 

Tennessee, California – it has built up trust.  And the people on the ground love those companies, 

talk about the fact that they get better than average wages.  And you don’t hear so much about 

the animosity of the Japanese.  I think the same pattern could help build trust – and believe me, 

we need it – in the bilateral relationship with China.   

 

And we should start.  And it wouldn’t take a decade.  We should start.  And we are 

remiss in this issue.  We have been studying a model – bilateral investment treaty – for two-and-



a-half years.  We simply have to get out of the analysis and onto the negotiating table, in my 

opinion. 

 

MR. GREENBERG:  I have something I want to add.  The – the tariffs, if you just start 

even after bilateral investment, if you look at the tariffs, China’s tariff on imported goods from 

the United States is a little over 6 percent.  Our tariff is about 2-point-something (percent).   

 

So if you get rid of those, we’re the beneficiary of that, instantly.  The Chinese know that 

and are still, in spite of that, are willing to negotiate.  I mean, it just seems to me that there’s no 

commonsense that we shouldn’t begin thinking this way. 

 

MR. BOWER:  Admiral, you had a – 

 

ADM. PRUEHER:  Just a – there – whole industry of conversations that go on with 

universities and think-tanks and others back and forth with China.  When Xi Jinping was here, 

Secretary Kissinger, in his introduction talked about the U.S. approach, which we like, I like – 

here’s a problem; here, we’ve got it solved, we tie a ribbon around it and that’s done, let’s get 

onto the next thing.   

 

He said the Chinese approach is, here’s a problem; when we solve this problem, within 

that solution lie the seeds of the next problem that we’re going to face downstream.   

 

So the idea of a continuum of issues – which I think is – seems to be a pretty good way to 

have a dialogue; and we have a – you know, strategic security dialogue, we have an economic 

dialogue, we have a military consultation dialogues, and then a host of track-twos – figuring out 

who really gets things to people that make decisions and how you can affect decision making in 

China seems to be the key of which ones make some sense, and also who gets traction in our 

country, as well, to have those dialogues.  But they – as everybody said, we don’t get anywhere 

if we just refuse to talk about stuff. 

 

MR. BOWER:  Well, we’ve gone from framing the issue to exploring the – sort of the 

confrontation to talking about ways forward, paths to joint development that benefit all parties.  

And I want to thank the panel and ask you to join me in thanking our panel for joining us.  

(Applause.)  Special thanks to Justice Kennedy for asking the last and perhaps the best question.  

Thank you very much for joining us today. 

 

(END) 


