THE BROOKINGS INSTITUTION

EAST ASIA IN THE SPOTLIGHT:

SECRETARY OF STATE CLINTON'S FIRST TRIP ABROAD

Washington, D.C.

Thursday, February 12, 2009



INTRODUCTION:

TED PICCONE
Senior Fellow and Deputy Director, Foreign Policy
The Brookings Institution

MODERATOR:

RICHARD C. BUSH

Senior Fellow and Director

Center for Northeast Asian Policy Studies
The Brookings Institution

PANELISTS:

BALBINA Y. HWANG
Visiting Lecturer, National Defense University
Adjunct Lecturer, Georgetown University

DAVID M. LAMPTON
Director of China Studies and Dean of Faculty
Johns Hopkins School of Advanced International Studies

DAVID MERRILL
President
The United States-Indonesia Society

SHEILA A. SMITH
Senior Fellow for Japan Studies
The Council on Foreign Relations

* * * * *

ANDERSON COURT REPORTING
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



PROCEEDINGS

TED PICCONE: Good afternoon, and welcome to Brookings on
this unusually warm, sunny afternoon. We hope that it will portend good

things to come.

Our event today is “East Asia in the Spotlight: Secretary of
State Clinton's First Trip Abroad,” and I'm here to welcome you. My name
is Ted Piccone. I'm a Senior Fellow and Deputy Director of the Foreign

Policy Program.

As you know, Hillary Clinton will depart on February 15th for
her first trip abroad as Secretary of State. She will visit South Korea,
Japan, China, and Indonesia; and breaking with the norm established by
former Secretaries of State, it's interesting that she's taking her first visit to
Asia, which | think says something about the rise of Asia as a key player in
global affairs and the focus that the Obama administration places on U.S.
relations with Asia. | imagine topics of discussion will include, of course,

North Korea and the global financial crisis and climate change.

We here at Brookings -- and this event is hosted by the

Center for Northeast Asian Policy Studies and the John L. Thornton China
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Center -- have been looking at these issues, of course, for many years,
and we're very happy to be gathering this excellent panel in such a timely
way. As you may know, Secretary Clinton will be making a speech later
this week at the Asia Society major foreign policy speech, so we'll know a
lot more then, but in the meantime we have our experts here to give their

advice and analysis of what is likely to come out of this trip.

Richard Bush is our host for the panel. Richard is the
Director of the Center for Northeast Asian Policy Studies and I'm sure
known to many of you. CNAPS, what we call it here, is a center for
research, analysis, and debate to focus on policy issues, political,
economic, and security issues facing Northeast Asia and the United
States. Richard came to Brookings in July of 2002. Previous to that, he
was Chairman and Managing Director of the American Institute in Taiwan.
| think there's more bio information in the papers you got coming in, so |

won't elaborate on that.

I'll just make one final comment, which is: In my own
experience in traveling with Secretary Clinton when she was First Lady, |
can imagine that she will be extremely well prepared. She will be in a
listening mode, and she will be very interested in a comprehensive set of

issues -- certainly the security issues but also issues of human
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development and of course economic relations. And | think the trip is
particularly important as much for what it will say, the messages it will
send to our friends in Asia, but also for the message that will sent back
home, especially regarding China and China's rise at this particular

moment of great economic turmoil.

Welcome again, and I'll turn it over to Richard.

RICHARD BUSH: Okay. Thank you very much, Ted. Thank
you all for coming. This is a great turnout, but I think it will be well worth

your while.

While I'm in a thank-you mode, I'd like to express my
appreciation to, first of all, Dr. Cheng Li of the Thornton Center for having
the idea for this program; the staff of my Center and the China Center and
our Communications Department for making it easy. And I'd also like to
thank our four presenters here today, because they are the ones who

make the program.

As Ted said, you have bio information, so | will just identify
who they are. We're going to go in the order of Secretary Clinton's trip --

Japan, Indonesia, South Korea, and China -- and for Japan we have
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Dr. Sheila Smith, from the Council on Foreign Relations; for Indonesia,
Ambassador David Merrill, who's the president of the U.S.-Indonesia
Society; Balbina Hwang, now with National Defense University but
previously Christopher Hill's right hand; and then David Michael Lampton

at SAIS.

So, finally, | would say for those of you in the back who are
getting tired of standing, we do have an overflow room right next door, so

you're welcome to go over there, but you're welcome to stay, too.

So, let's start with Sheila. Sheila, why is Tokyo the

Secretary's first stop?

SHEILA SMITH: | think it's important -- and | think Ted put
that out very nicely at the beginning. | think the most important thing is
that it's Asia first, and | think this communicates to the region to all the
countries she will visit that this is a priority for the Obama administration,
and | think it's a very powerful message. Of course my colleagues in
Japan, my Japan watchers here Washington, are delighted that Tokyo is
the first stop. Tokyo is a close alliance partner of United States. It
continues to work closely with us not only in the security realm but clearly

in the economic realm., Wehave a broad agenda ahead of us with Tokyo,

ANDERSON COURT REPORTING
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



and so | think it's important that Japan is the first stop both for symbolic

reasons but also for substantive reasons.

DR. BUSH: Now, do you think that our agenda and Japan's

agenda are aligned with each other?

DR. SMITH: | don't think any two countries' agenda are ever
aligned, so we're never perfect, never a perfect match. There's a lot of
overlap though, and I think what the Secretary is going to do in Tokyo is to
reaffirm that overlap of common interests and common goals. Very clearly
in the security realm, the strength of the alliance partnership is key. Japan
now finds itself in a very different neighborhood than it did during the cold
war, and there's a little bit of anxiety, | think, in Tokyo about that

neighborhood. So, reassurance will be critical.

| think also that this is a nice time for us to look forward in
the alliance and to deal with some of the dissonances and some of the
experiences we've had over the last decade so that we can reformulate
our alliance conversation so that it's looking forward and focused on
solving problems. Again, very specifically -- we will want to be very careful
in our conversation with Tokyo about our North Korea policy, very

specifically on how the United States and Japan can work closely, indeed
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seamlessly, in the Six-PartyTalks. | think climate change very clearly is an
agenda for our future, but so, too, is the economic crisis and financial
stability. So, all of these three issues | think will be focal points for the

conversation with Secretary Clinton and her counterparts.

DR. BUSH: Where are the greatest opportunities for sort of

enhancing our relationship? What are the pitfalls to be avoided?

DR. SMITH: | think the opportunities are in the issues, as |

just suggested. Let me put them in terms of, | would say, priorities for us.

| think there's an opportunity here to learn from the last eight
years or so of our dealings with North Korea. | think it's absolutely
essential that Tokyo and Washington present a united message to
Pyongyang that this is not a relationship that they can cleave and this is
not a relationship that they can manipulate. So, that's an important

opportunity for Secretary Clinton.

The second opportunity is clearly an opportunity that we've
always had, but it has a new urgency in today's economic and financial
climate. Prime Minister Aso came to the United States last November

clearly committed to strengthening the IMF and to demonstrating that
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Japan is willing to play a crucial role in stabilizing global economic
institutions. | think there's an obvious need to continue that close
partnership between United States and Japan and to have it work well
within the G-20 framework as we approach the next meeting coming up in

April.

DR. BUSH: Okay. We've just had an election —

DR. SMITH: Yes.

DR. BUSH: -- that was cleansing and even cathartic in its
effect. Japan will have an election sometime between now and mid-
September. What's going to be the impact of that election on our

relationship and even on Mrs. Clinton's trip?

DR. SMITH: I think the Japanese, both government and
public, have more experience with political transitions in Washington than
perhaps we have with political transitions in Tokyo. We are at a moment, |
think, of very important political change in Tokyo. This upper house

election that Richard mentioned is coming sometime this year.

DR. BUSH: Lower house.
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DR. SMITH: At the lower house, right. Sorry, did | say
upper house? Lower house election. And it's critical. The major
opposition party, the Democratic Party of Japan, is a real contender for
power this time. The Liberal Democratic Party is a little bit shaky. The
Japanese public will have to make a decision on who they elect to be the
majority in Parliament, and therefore the ruling party. | think Washington
is more accustomed to relationships with the Liberal Democratic Party, the
party that has been in power for most of the past fifty years in Japan. To
be quite honest, | think we've fallen a little bit behind in getting to know the
opposition leadership in Tokyo. And so | think both governments, as well
as the foreign policy community, have a little bit of homework here in
terms of making sure that we understand the full spectrum of political

opinion and political voice in Tokyo.

For the Secretary, | would urge her to be patient, to be
cautious, to wait and see what this lower house election brings us in terms
of new political leadership in Japan. But there's a list of policy issues that
United States and Japan will work on regardless of who wins that election.
So, we will develop new patterns of alliance management undoubtedly in
the next several years, but until that election takes place | think we want to

be rather careful that the alliance doesn't become a football in the political
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process in either of our countries.

DR. BUSH: Okay. Thank you very much.

DR. SMITH: Thank you.

DR. BUSH: Let's go south to Indonesia, and Dave, thank
you again for being with us. Why do you think Secretary Clinton decided

to include Indonesia on this trip?

DAVID MERRILL: Richard, thanks for having me here. |
think Secretary Clinton's inclusion of Indonesia on her first trip to Asia
sends a number of important signals. Indonesia ranks very high on many
issues of global importance and importance to the United States. It's got
the world's largest Muslim population. In fact it's the fourth most populous
country in the world generally. It's currently a flourishing democracy and
has been for the last ten years following some three decades or more of

authoritarian rule, and we're responsive to that obviously.

Her trip also demonstrates our realization that Indonesia is a
significant economy, a growing economy on the world stage. It's been put

in the same category recently with Brazil and Mexico, and it's time for us
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to think of Indonesia in that league. Indonesia's growing at a revised
figure of 4.4 percent for the coming year, compared to negative growth in
a number of the developed countries. It has good economic management.
It has billions of dollars of U.S. investment at stake, particularly in the
energy sector, billions of dollars of trade between Indonesia and the
United States, some of which creates jobs in the United States, and
Indonesia's become an important voice of the developing world in forums

that deal with global financial crisis issues.

But perhaps the most important topical problem -- and it
seems to be a thread going through many of the countries on her itinerary
-- is global climate change. You really can't solve the issue of global
climate change without the participation of Indonesia. It's got one of the
world's largest remaining tropical rain forests, along with Brazil and
Central Africa. It's shown an interest in cooperating with the United States
on climate change issues. So, a solution to climate change is going to

require Indonesia’s cooperation.

DR. BUSH: Good. Run through, if you will, the key issues in
our relationship with Indonesia and where's the opportunity areas. You

mentioned climate change. There must be others.
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AMB. MERRILL: Well, there's a big opportunity area that's
like the elephant in the room, which is that President Obama spent his
formative years, or three years let's say, in Indonesia and so he's familiar
with the country, and he already knows more about Indonesia than most
Americans who can't, as he said in his book, locate Indonesia on the map.
And that has created a tremendous a tremendous outpouring of

enthusiasm in Indonesia for the United States.

| mean, when | was there last summer, we had programs
about the U.S. elections, because part of our mission is to educate
Indonesians about America, and when we asked what is the number one
topic of interest to Indonesians, it was the U.S. elections. And in our
presentations, we saw there were Barack Obama fan clubs breaking out

everywhere, and he was virtually the Indonesian candidate for President.

So, that is a big opportunity if you're going to talk about
improving the bilateral relationship. In fact, it carries with it its own problem
that the expectations are so high, as are they are in the United States for
the Obama administration, that the challenge is to live up to that. But
some of the topics are climate change; expanding trade and investment;
resolving any remaining issues in the investment climate; working together

on the global financial crisis, increasing cooperation on security issues,
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maritime issues, counterterrorism issues.

Indonesia cooperates closely on counterterrorism issues. It
found and executed some of the Bali bombers, and if it's a question of

terrorism, there's no question where Indonesia stands.

But perhaps most significant, at least to me, is the fact that
at a USINDO speech a couple months ago in Washington, President
Yudhoyono formally proposed to the Obama administration a partnership
with the United States to solve some of these key global issues. He didn't
say it had to be only these issues but these were illustrative of the kinds of
issues that Indonesia and the United States would like to work on

together.

Why is this significant? Indonesia is not in the habit of
proposing bilateral partnerships with the United States. If you think back
30 years ago, it was the leader of the Non-Aligned Movement. So, this is
a tremendously significant overture, and Secretary Clinton's trip will -- has
to be seen as a positive signal of recognition of their overtures to the
United States. In fact, Indonesia represents the outstretched hand, not

the clenched fist, if you will.
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DR. BUSH: We're in early days. The administration's only
been in office three weeks and two days. This is her first trip. What

realistically do you think we can expect from her Jakarta stop?

AMB. MERRILL: Well, signal sending and responding to the
enthusiasm is a big part of it. It'll show a positive response to the
Indonesians’ expressed desire for warm relations to the United States, a
positive response to their desire for cooperation on global issues. It'll build
her personal contacts with the new -- with the government in Indonesia.
She's been there before. She knows the country. She knows
development issues in the country. But she needs to rebuild her current
contacts. And | understand there'll be meetings with the president, there'll
be a meeting with the foreign minister, there'll be opportunities to meet
civil society leaders, but perhaps the most important thing that most
Indonesians are watching is what relationship does this visit have to a
possible visit by President Obama. This is seen as a welcome visit, but
it's also seen as a prelude. We don't know when that visit will occur but

there's a lot of people praying on both sides that it will occur.

DR. BUSH: Thank you very much. Let's go back north to the
Republic of Korea. Balbina, what do you think Secretary Clinton should

emphasize in her meetings with leaders of the ROK government, bilateral
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relationship or South Korea's regional and global world?

BALBINA HWANG: Well, actually, both. | think the biggest
challenge that she has on this trip -- and, frankly, in Korea -- is in a way
something that she doesn't quite have in Japan. In Japan -- she's lucky,
because | think expectations are pretty low, and surprisingly there's
actually a benefit in the sense that because expectations are low it's not
that hard for her to carry off a pretty good trip, of which | have pretty good

faith in, and that it will be seen very positively.

In South Korea, there's a lot of trepidation, precisely about a
country that she is purposely not going to, and that, of course, is North
Korea. There are indications that North Korea is going to try to snatch
away attention, as it always does, by possibly launching a missile or some
other provocative act during her visit. It's probably very likely. And so if
that happens, the danger, of course, is that once again North Korea has
seized the attention, and North Korea is driving the train in the U.S.-South
Korea bilateral relationship. So, to the extent possible, | think she should
try to stress certainly all the positive developments that have occurred in
the last eight years between the two allies. It was a difficult and
challenging period. Much progress was made, quite painfully. But she

should show that this administration is willing to work with them and build
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upon those challenges. But then she should also talk about how South
Korea can participate and cooperate in a more global function and a

global role, very much emphasizing the future beyond North Korea.

DR. BUSH: Okay. Looking at the bilateral relationship

per se, what are the bright spots? What are the not-so-bright spots?

DR. HWANG: Well, as | said, one of the things I think that
she needs to do is, again, admit or acknowledge that despite the many
challenges and difficulties of the last eight years -- they were in fact a
testing period for the alliance -- we managed to come through that period.
And, again, it was rather painful. But the seeds were sown, I think, for a
much healthier, stronger relationship. That garden will have to be tended

though, and hopefully, she will emphasize those objectives.

| think the most difficult challenge will be two things. One is
somewhat emotional. Many South Koreans | think will be remembering
her reaction -- and | think it was around 2003 or 2004 during the period
when anti-Americanism became quite the popular sentiment, or at least
that's how the media was reporting it -- in South Korea. And some of the
audience might remember the episode with protests against the McArthur

statue. When this happened, many members of our U.S. Congress
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understandably were quite angry, and Hillary Clinton was one of the
senators that came out and made some very strong statements asking
why should Americans continue to invest the lives and our resources in a
country that doesn't seem to want us. That was not taken very well by
South Koreans, and so | think this is an opportunity for her to mend that
fence. | don't think it was inappropriate for her to express those remarks
back then, given her position as senator. That's her constituency. But
she's in a different position now, and | think also that it will be a learning
experience for her to go to South Korea and understand that it's a very

dynamic country -- it's a site of different points of view.

Very quickly, the other challenge will be the KORUS FTA,
and, frankly, that's the one that worries me the most, because there are
indications that she may leave South Koreans with the misimpression that
this administration will somehow support KORUS FTA. Now, | don't know,
-- | certainly don't speak for this administration -- | don't know if they will or
not, but it seems to me pretty clear that in this current environment in the
United States, given the economy, given everything else that's going on
and the atmosphere on the Hill -- that | find it very difficult to try to
persuade the American people and our Congress to pursue the FTA at the
moment. So, | worry very much that if she isn’t careful -- if she sends the

wrong signal, that South Koreans will become very enthusiastic and

ANDERSON COURT REPORTING 18
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



pursue, very enthusiastically, trying to get the FTA passed, and | think that
that would actually cause quite a deal of friction in the bilateral

relationship.

DR. BUSH: Taking all that into account, where do you see
the bilateral relationship going in this administration? Is North Korea going

to dominate it?

DR. HWANG: Well, unfortunately, that is a great possibility,
and, of course, | think that has always been the challenge of our previous
U.S. administrations to not let North Korea drive that train or drive that car.
North Korea has experience with the Clinton administrations of the '90s
where they were actually quite successful in splitting the relationship
between South Korea and the United States -- that was no surprise -- and
making quite a bit of headway with the United States. | suspect they think
that they can try that again. So, this is an opportunity for her to say
“change has come,” that in fact this administration is different from the
past and that, in fact, that split will not occur. I'm not so sure how genuine
that is or how much we can actually bring that to fruition, but it's certainly

worth a try sending that message.

DR. BUSH: Okay, thank you very much.
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Let's move west a little bit to China. Mike, if Secretary
Clinton called you up and asked you what should she try to achieve on
this trip aside from specifics on individual issues, if she asked you what

should she try to avoid, what would you say in reply?

DAVID LAMPTON: The first thing | would say is one of the
fundamental problems in our bilateral relationship is a lack of strategic
trust; that basically the United States still is a society not very certain
about how China is going to use its power along multiple dimensions and
particularly how much it will exert itself given its current economic crisis, in
addition to its usual attitude on some of the common problems of most
concern to us. And, conversely, | think the Chinese are not very certain
that the United States, in fact, has accepted the reality of an increase in
the importance of China. So, the most important outcome would be to set
in motion and make a series of statements that would have the result of
increasing mutual strategic confidence. That means talking a little about
the dialogs that are going to happen. | think one of the good things that
President Bush did in this regard is have a very high-level, consistent,
personal communication with the Chinese leadership. | think getting
certainly military-to-military relations going. That whole domain I think,

strategic trust -- she can get the ball rolling in the correct direction.
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Secondly, the Chinese are not certain what our attitudes are
on cross-Strait relations, and at the same time that we duly reassure
Taiwan in that regard. | think we ought to have both sides fully understand
that we find the process of relaxation in the Straits, if that's what's going is
-- that's certainly not incompatible with our interests, to put a sort of double

construction on it.

But most of all, the Chinese want to hear that our first priority
really is economic stabilization, and it's not been given quite the attention,
but everybody's mentioned it along the way. 1 think the first, second, and
third priority of the Chinese domestically and in their international relations
is a sense that the United States is going to pay a constructive role, an
active role in the economic stabilization. It's not that we'll trade off
everything else for cooperation in that area, but | think the whole region
wants to hear we've got to solve this before we're going to get to climate
change in a serious way. So, mutual strategic trust, economic
stabilization, and that we're very supportive of developments in the Taiwan

Strait as we understand it today.

DR. BUSH: Good. | suppose since Secretary Clinton has a
specific problem with respect to China, and that is that she's going to be

traveling around the region before she gets there, and the Chinese are

ANDERSON COURT REPORTING 21
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



going to be watching very carefully what she says and does in each of

those other three countries.

DR. LAMPTON: Right.

DR. BUSH: How should she pitch what she says and does

to ensure a better welcome in Beijing?

DR. LAMPTON: Well, I think she's got that problem, but she
of course is speaking to ---the whole world is listening and the whole rest
of the region at every step is listening as well. So, the best policy is, in
fact, to be articulating the same -- many of the same broad themes across
the whole trip. So, there is a certain virtue to consistency here, and |
would avoid delivering too many messages destined for one audience, not
recognizing the full impact it'll have elsewhere. So, | think that's the first

thing.

What Balbina said about the North Koreans is relevant to
this potentially. Think about the opportunities that might exist in the sense
of U.S.-China cooperation if she's in China when one of these untoward
events happens or has just transpired. | think that's a phenomenal

opportunity to show there's some substance in reality to Sino-U.S.
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cooperation. So | would hope we give some contingency planning to that.
| would say be ready to seize an opportunity and move beyond just pure

rhetoric and symbolism.

The one other issue that is particularly -- in past
administrations, people tended to want to deliver the harsh -- I'll say
"harsh" -- human rights message in some country other than China, which
is profoundly, distressing -- put it that way -- to the Chinese. | would say
let's save the human rights messages broadly speaking or at least
directed at China for a private conversation. | think the tone | would put on
those kinds of messages would be look, we understand you've got some
problems here and legitimate concerns about stability. Recognize the
Chinese have some problems. Secondly, we know you're worried about
the anniversary of the Tibetan uprising in '59, the June 4™ anniversary,
and the 60th anniversary of the PRC. We understand you have your
concerns. It's not our intention, nor will it be our policy, to make your life
more difficult in this regard. But recognize that how you handle these
sensitive things are going to affect the whole dynamic in Congress and in

our society and so forth.

So | would say that message. | would make it pointed, but |
would start out with a recognition that we realize you have some problems
here, beyond the normal set, and | would not use other pieces of territory

to articulate that message. Okay.
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DR. BUSH: Finally, what China-specific themes and issues

do you think she should focus on in her various meetings in Beijing?

DR. LAMPTON: Well, we've got -- first of all, to send the
message that we, we meaning the United States, we the administration,
we the Congress, will look at the utility, and we're looking at the China
relationship, in terms of its utility to solve a whole range of what you might
call transnational, global, and regional issues. And we, like you, recognize

the centrality of economic stabilization.

DR. BUSH: Mm-hmm.

DR. LAMPTON: We realize there's going to be some need
for some change in the international economic architecture. We want to

work with you in that direction.

| would say global climate change has come up in several of
the preceding remarks, and | think that's going to be a major opportunity.
In fact, you can’'t even meaningfully address the problem without China's

cooperation. So | think that's key.

| guess | would also say that in the terms of economic
stabilization, we've got to reassure about, | guess broadly, what the

Chinese would call protectionism —

ANDERSON COURT REPORTING 24
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



DR. BUSH: Mm-hmm.

DR. LAMPTON: -What we might call beggar-thy-neighbor

policies.

And | think it's worth her spending some time trying to
maybe just describe the mood -- how far she thinks it's going to go in
Congress, what the broad limits are for the administration, as she would

understand it at this point.

| think there’s already misunderstanding about the Buy
America provisions and so on, and | think there are actually some

reassuring things that could be said.

DR. BUSH: Okay. All four of our presenters have put a lot
on the table. They’ve done it crisply and so now we are going to move to
guestions and answers. | will identify the questioners. Please identify
yourselves after the mike comes to you, and identify to whom you're

asking the question.

And keep in mind that these are all very smart people. You
don't have to ask a long question or make a long statement. They'll

understand in a couple of sentences what you're about.
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So Chris Nelson for the first short question.

QUESTION: Thank you, Richard. Chris Nelson, the Nelson
Report -- the short Nelson Report. You know, | always ask a short

guestion. Mainly to Mike.

| think we can assume that in every stop, she’s going to
meet the president or the prime minister, but I've been told, at least, that
maybe that's not the case in China; that the protocol will be strictly
enforced, and she is a Secretary of State. She's a big deal to us, but

she's still the Secretary of State. She's not the Vice President.

Is that what you’re hearing? Is that going to be a problem?
Is that going to put a bit of a pall on the optics of all this -- and then, also,
as a substantive issue, because, of course, they, like we, are all

wondering how the China portfolio is going to be handled here.

Is she going to be the Paulson of this administration? What

are you hearing about that?

You know, because you repeatedly said she’s got to talk
about economic issues and financial issues, and that's not necessarily her

thing. So that was as short as | can get, Richard. Thank you.

DR. BUSH: Thank you. Mike?
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DR. LAMPTON: Well, first of all, | don’t know what the

Chinese are going to do. So we’ll just take that off the table.

But let me put it this way: If the Chinese ask my opinion
about what they should do, they ought to recognize that we are at the very
formative stage of building confidence. And I think my first task mentioned

earlier was to build mutual strategic confidence.

She’s the one history has presented to them as an
opportunity. They ought to seize that opportunity, and if they stand on

protocol, they're making a mistake.

Now that’s not the same as anointing her -- and | don't know
the state of deliberation and where it's going to come out as to who is
going to be a lead on China policy in this administration or there will be

multiple and so forth.

So | don't think the Chinese need to think that they’re taking
a position on our internal affairs by giving her more face time with people

that you might not be required to in protocol terms.

So | would just urge the Chinese to see this as an
opportunity. | think it was 1995 when she had her last major solo

exposure to China, and that was frankly not an entirely happy time for
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either the Chinese and | suppose in some sense for her, because she had

benefits and costs to that trip.

And so | think, in historic terms, she’s the Secretary of State,

but she’s a lot of other things in U.S.-China relations.

So | would take this an opportunity. | wouldn't let protocol

stand in my way.

DR. BUSH: Okay. I think we had a follow-up right here.

QUESTION: Hi. Dan Newman with Inside U.S. Trade.

Related to that, some people around Washington have
suggested that by having the State Department lead China policy as
opposed to the Treasury Department, you risk diluting both the economic
message coming out of Treasury as well as the human rights message or

the non-economic messages coming out of the State Department.

Is that a fair concern? Is that something where you don't
want to see the State Department take the lead on, say, macroeconomic
or currency issues when China could perhaps play climate change

progress off of economic progress in the bilateral relationship?

DR. LAMPTON: Well, I think there are a number of things

one has to say here:

ANDERSON COURT REPORTING 28
706 Duke Street, Suite 100
Alexandria, VA 22314
Phone (703) 519-7180 Fax (703) 519-7190



But, first of all, this is the first trip out there, and certainly |
remember when she ran for Senate, she was on a listening trip. You

know, she hadn’t much experience with much of New York.

Well, in some sense, | think she needs to go on a listening
trip in China, and without reference to how the administration is finally
going to settle out. The situation is actually more complicated than just
the State Department and the Treasury Department, as important as that

is.

| mean, you have people in the White House -- you know,
Mr. Summers and where does that fit in economic policymaking and
coordination and so forth? We don't even have a Department of

Commerce Secretary yet, and USTR, and so forth.

So | think that to go with I'm in a listening mode, and we’re in

the process of organizing ourselves. I'm here to listen.

I'll share with you my views, but you should understand, we
need to talk again in, six months about some of these organizational

issues.

As to the human rights, | can’t imagine Mrs. Clinton in the

State Department with the Department of DRL and so forth.
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So | don’t see her going now as prejudicing the whole bundle

of what you might call human rights issues.

DR. BUSH: Balbina, you want to follow up.

DR. HWANG: Yeah. To address this question, | defer
certainly to your expertise on China, but just to point out that the
mechanism that we have in place for having very high-levels of building
strategic trust, which is what you talked about, is something called the

Strategic Dialogue.

And, in fact, in the past years, it has included both the

Treasury Secretary and the Secretary of State participating together.

So, by all indications, that kind of approach will continue at
very high levels. So | don't think that one should read too much into this,
that this trip is, as you say, “preliminary.” China is an important country in

the pantheon of foreign countries.

And could | say something else about this listening to

Asians--

DR. BUSH: Mm-hmm.
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DR. HWANG: -- because this was a theme that | think
came across in each of the countries. It's certainly a theme that you hear
-- that | heard, and I'm sure most of you have heard, over and over again

in Asia.

When | was there in the fall, | heard this actually from every
one of the six parties, including the North Koreans. They wanted the new
administration to listen to them. That's understandable, and | certainly

agree to the value of that.

But there is also a little bit of a danger, because, if you go
and certainly, you listen and you set the right tone of respect and

deference. The danger, though, is in raising expectations.

And secondly, when these partners tell us “we want you to
listen,” they’re being a bit disingenuous. They want us to do something a
little more than listen. They want us to listen, but then follow what they're

telling us.

| don’t think they’re going to like it if we listen and then
proceed to turn right around and do exactly what they don't want us to do.

In some ways, that’s actually worse.

So | think, again, we have to be very careful. | agree,

certainly, set the tone of listening, but we also don’t want to get in a
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situation where the Chinese or the Japanese or anybody else is setting
the agenda. They've told us what to do and then we go out and we do it.
That may not necessarily be in our national interest either, so it's a very

difficult challenge to weigh the balance.

DR. BUSH: Okay. Thank you. The gentleman back there in

the rust-colored shirt? | think it's rust-colored.

QUESTION: Hi. Bron Percival from SAIS. It's a question for
Dave Merrill, really. You described the Secretary’s visit as sort of a
prelude for Obama's travel to Indonesia, which will probably take place in

November, for the APEC Meeting.

My question is: Given southeast Asian views that American
attention to southeast Asia is always so erratic, is there something we
need to fill in between the Secretary’s visit, very soon, and the President’s

visit in November?

Is there something substantive we need to put in there?
What do we need to do to keep things going until he actually -- until the

President actually arrives?

AMB. MERRILL: Bronson, thanks for asking that question,
and | want to assure the audience this was not pre-arranged; but this is a

very good question for me.
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There’s a lot that we can do. Remember that President
Yudhoyono put out publicly that he wants to have a partnership with the
United States on global issues. In fact, he called it, at several points in
the speech, a strategic partnership with the United States. But I'm

avoiding that word for the moment.

So the United States has to respond concretely, not only
symbolically or in a signal-sending way, to the request, which was very

specific in five areas, which | mentioned earlier.

And there are signs that the administration is starting to
grapple with those areas. Of course, it's going to suggest areas of its own.
And, of course, when we have confirmed Obama administration

appointees in more key positions, they will have opinions of their own.

So | expect there to be a dialogue at the government-to-
government level between the Indonesian and U.S. governments on just
what should be in this partnership, what shouldn’t be; maybe getting a lot
of ideas out there. And then, it would be reasonable to expect there would

be a narrowing down to, say, five or six major issues.

Now | want to play an appropriate role in that in terms of the
U.S.-Indonesia Society. We’'re organizing a conference here, and probably

in mid-April, where we will take the five or six most likely areas for the
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partnership. We will try to assemble -- and | would appreciate the help of
people in this audience -- we'll try to assemble the two or three top expert
practitioners in each of those areas to do presentations on what

specifically, substantively, might be options for a strategic partnership.

Now this is not -- this is not officially connected with the two
governments, but the two governments will be invited to come; and we

hope that moves that process down the road.

DR. BUSH: Okay. Let me go here and then to Garrett and

then I'll move back.

QUESTION: Yeah. Chia Chen, freelance correspondent. |
would like to ask once (inaudible) receive pro the possibility of the peace
treaty among the North Koreans, South Koreans, and the U.S.; and also

normalization among these three actors.

DR. HWANG: What do | think of the possibility? Or, I'm

sorry. | didn’t quite hear the —

DR. BUSH: What is the possibility that she will address that
issue?

DR. HWANG: -- ah -- well, that’s an excellent question. |
don't quite know the answer. That's a very, very tricky question for her to

talk about, because it's an extremely sensitive topic.
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Now | suspect that she will certainly address many of South
Korea's concerns, because South Korea does have concerns about how

this administration will handle North Korea policy.

| suspect that she’ll say that no decision has been made and
that we will proceed with the way that the six parties have addressed the
issue, which is to have preliminary discussions with the parties that are
involved, meaning letting the two Koreas lead the discussion, with the U.S.

and China playing a supporting role.

So I'm not sure if they’ve come up with a different
formulation. | think it's much too early for that. But | suspect that she
won’t emphasize that very much, because that’s likely to set off lots of

reverberations in the region -- that is certainly not welcome at this time.

DR. BUSH: 1 would say that this is a good issue on which

she should listen and not talk?

MS. HWANG: Exactly. That's exactly right. Yes.

MR. BUSH: Gerrit van der Wees?

QUESTION: Gerrit van der Wees, editor of Taiwan

Communiqué. But | have a question about Japan to Sheila Smith. You
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mentioned anxiety in Japan about the neighborhood. And one of the
things they’re anxious about is the military expansion by China --
Senkaku’s movement in the direction of a blue water navy. How can the

U.S. work more closely with Japan on alleviating these concerns?

And then the counter-question to Mr. Lampton is, how can
this issue be addressed in China itself when the Secretary goes to

Beijing?

DR. SMITH: Thank you. It's a good question. It's certainly
central to the Ministry of Defense’s thinking about Japan's own self-

defense force development and capability and acquisition.

Later this year, the Japanese Ministry of Defense will go
through —a review of what they call their National Defense Program
Outline. And it will be an update to their strategic thinking, and their

defense planning.

There is a new report, for those of you interested, out by the
Tokyo Foundation, and it's available online in English; and it gives you
some really good insights into the Japanese thinking or emerging thinking

on how to deal with China in the region.

But the U.S. and Japanese governments -- the two defense

bureaucracies -- will be talking about their strategic thinking as we go
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forward this year.

Very specifically on the Chinese blue water capability, | think
the Japanese are particularly worried about anti-submarine warfare
capabilities. And the Japanese Navy is highly equipped with ASW

capabilities.

| think the larger question for the U.S. and Japan, and, by
extension, U.S., Japan, and China, is how we manage the increasing
military incursions or bumping up against each other -- let’s use that word

instead -- that you see happening in the South China Sea.

Clearly, the Chinese are interested in moving forward from a
coastal Navy. In response, the Japanese want to draw a line around their
defense perimeter. And | think the two governments, U.S. and Japan, and
then, by extending that out to China, need to, at some point, come up with

a set of guidelines for crisis management in that region.

Each country’s militaries are in very close proximity to each
other, and I'm not sure we have a reliable understanding of how to

manage that.

Our own experience with the EP-3 incident, for example,
may give us a sense of how critical this could be if we had a

miscalculation by military commanders in the waters between China and
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Japan. Over the longer term, | think the U.S. and Japan work quite closely

in maritime and naval coordination.

DR. BUSH: Mike, you want to?

DR. LAMPTON: I think that's an excellent question. |

associate myself with Sheila’s remarks. | would just add three things.

If you think about the big messages that she might be
delivering, one, | would hope, would be a recognition that there is no
significant global or regional problem that can’t benefit from the
cooperation of the United States, China, and Japan. And, in fact, that
makes me a little nervous about this G2 talk, because it leaves so many

others out to sort of wonder what that’s about.

But a recognition that the United States believes it to be in its
interest to see a higher degree of Japanese-U.S.-China cooperation and
less tension in the Sino-Japanese relationship is a message | hope there

will be more than one opportunity to deliver. So that’s the first thing.

The second thing is | would be encouraging both the
Japanese and the Chinese to do what the policy of the Chinese is, namely
to have more military confidence building and exchanges and joint
exercises and humanitarian missions and so forth; at the speed that the

traffic will bear. Encourage that and say that's certainly compatible with
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the U.S. understanding of its interests. So | would go in that direction.

Finally, this global climate change area. If you look at the
pattern of overseas development assistance from Japan, the climate and
environment, and particularly environment, has been a feature for more
than a decade -- much more than a decade of Japanese ODA. And | think
getting a Sino-Japanese-American cooperation in this area is a really

good, positive opportunity.

| would notice that Japan-China relations are better than
they were three years ago, just to have a kind of marker on it -- so,
encouraging that movement and direction and seeing it as a trilateral
relationship that isn't just zero-sum in a security sense, but is positive-sum

in many other regards.

DR. BUSH: Okay. The gentleman in the red sweater there?

QUESTION: Bernard Cord, the University of New
Hampshire. This is for Sheila Smith. | would have said before the last
guestion was raised that there was very little attention being paid so far

today to Japan. But that maybe has been corrected.

Ms. Smith, in the past several months, even before the
outcome of the election was known, the tenor of what I've been seeing

and reading in Japan has been very much a breathless concern that,
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again, Japan is being forgotten and so on and so on and so on.

In the last week, | think it was Yomiuri who came out with --
and that was surprising -- with a call for an EPA. Is that -- is there some
reality to that or is that really a -- just a dead issue or some -- is it an

attempt to say to Washington, “We are still here™?

DR. SMITH: Well, | think all of us are aware that over the
course of the presidential election campaign that there was great
ambivalence and nervousness in Tokyo about what was coming in our

political transition. | think that's calmed down significantly.

And | think, specific to your question about the EPA, that
idea, in fact, has been around for quite some time. And the business
leadership in Tokyo see that that's an avenue -- Keidanren and other
groups have put that forward as a possible framework for strengthening

the future of the partnership between the United States and Japan.

And the point that they make -- | don't know the point that
Yomiuri makes -- but the point that they make and the Ministry of
Economics and Trade also support this -- but the point is that Asia is
increasingly dynamic. Japanese investment is moving in that direction.
Policy attention is moving in that direction. And there's a fear that the
United States will be left out of the dynamics, the burgeoning regionalism,

economic regionalism, in Asia.
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So an EPA with Tokyo, an EPA between the United States
and Japan, would be a foothold ensuring a healthy American engagement

at the forefront of that economic dynamism.

So | think there’s a kind of a sense that will pull America into

the region that comes from that argument in the past.

More recently, clearly, there is a worry about the U.S.-Japan
Alliance -- the long-term viability and sustainability of this relationship.
And economics and our common economic interests have always been a
very good cement, even in troubled times, for the largest and the second

largest world economies.

So | think if the tenor is shifting towards seeing an EPA as a
mechanism to improve our relationship, then it may simply be that this is
an area of concern of the Japanese about laying foundations -- security
foundations, but also economic foundations -- that will continue to hold this
partnership together as we go forward. I'm not sure if that's answered your

guestion.

DR. BUSH: The question way in the back and then we’ll

come forward. Right there. Yes.

QUESTION: Hi. My name is Ezekiel Tan. I'm from the
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Center for Defense Information. And my question is for Mr. Merrill

concerning Indonesia.

Indonesia is a key member state of ASEAN, the Association
of Southeast Asian Nations. So | was wondering whether the Secretary’s
visit would usher in and enhance U.S. involvement with the regional
organizations, such as ASEAN, and whether the ASEAN will play a larger
role in economic and national security issues in the whole East Asia

region? Thank you.

AMB. MERRILL: Thanks. I'm pretty confident that the fact
that Indonesia is in ASEAN and, as | said, represents about half the
population of ASEAN, must have entered into the Secretary’s calculations.
But whether she's going to do anything specific on her trip as concerns
ASEAN, the State Department has not leaked to me yet, so we'll just have

to see.

DR. BUSH: Do you think the United States should sign the

Treaty of Amity and Cooperation?

AMB. MERRILL: USINDO has no opinions on those kinds of

issues.

DR. BUSH: What about your personal opinion, or you’re not

allowed to have a personal opinion?
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AMB. MERRILL: Well, personally -- personally, I think it's

time.

DR. BUSH: Okay. Okay. Nadia?

QUESTION: Hi. Nadia Tsao, with the Liberty Times. | have
a question for Professor Lampton, and maybe, Richard, you can answer
there, because every time when there is a high-level dialogue, arms sales
to Taiwan has always been raised most of the time by Chinese

counterparts.

If during this trip, the Chinese raise that arms sales question
again, you know, requesting to terminate U.S. arms sales to Taiwan and
maybe arguing that with the relaxation of the tension in the Taiwan Strait,
the U.S. should change its policy. | wonder what kind of advice would you
give, you know, to Secretary Clinton? Should she, you know, break new
ground or basically stick to, you know, the policy that has been there for

30 years?

DR. LAMPTON: Well, I certainly don't think this is the time
to be breaking new ground. So that would be the first thing. Nor do |
mean to imply there that | see sometime that it would be. | think we have a
rather sound policy that's always been based on the notion that U.S.

policy in the security realm is related to threat in the Taiwan Strait.
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And one of the messages that we probably ought to be
conveying to Beijing is that certainly, in general, we are in favor of the
relaxation; and we would like to see you taking more measures to reduce
the Taiwan people's sense of threat, whether it's missiles and other

deployments.

So | think | would emphasize that our policy has always been
calibrated to the tension in the region, and we'd like to see China reducing
that threat. And that would be the message I'd concentrate on. | certainly

wouldn't be moving in the direction your question asked.

DR. BUSH: If I could -- I'll just say one thing: | think the
most likely thing that will happen is that China will reiterate its view that the
United States should respect China's core interests. And it will specify, as
it has, Taiwan and Tibet as part of those core interests, because it's
connected with sovereignty and territorial integrity. | suspect that Beijing is

more concerned about Tibet right now than it is about Taiwan.

Let's take the woman in the back, and then we’ll come up

there.

QUESTION: Phoenix TV, Chi-ling So. | have a quick
guestion for Professor Lampton. At what level of Chinese officer you think

is going to -- the Secretary is going to meet in China on this trip? Is it
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going to be Prime Minister Wen?

DR. LAMPTON: Well, that question was asked at the very
beginning, and | said | don't know. But | thought the Chinese should pull

out all the stops in who meets with her.

DR. BUSH: Okay. Right here.

QUESTION: Thank you. Zhou Ming with 21st Century
Business Herald. This is a Chinese business newspaper. | have a

guestion for David Lampton -- well, two questions.

First of all, on the trade protectionism, what should Hillary
Clinton say to assure the Chinese from the fear of trade protectionism?
And should she respond to the currency manipulation that is mentioned by

Treasury Secretary a few weeks ago?

And the second question is, | mean, the fact that Hillary
Clinton is traveling as the first Secretary in this new administration to
China and that she’s going to address the economic issues has already
put her, you know, ahead of the other Secretaries, such as the Treasury or

the Commerce or USTR, on the economic diplomacy to China.

So do you think that she in the future will lead the economic

diplomacy to China? And, if so, do you think she’s prepared? Thank you.
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DR. LAMPTON: Oh, a lot of questions there. Broadly
speaking, | think there are a few things she can say, but she should feel
very free to say we don't have our economic team, particularly at the
Secretary level, fully in place. So, | mean, | wouldn’t give more certainty
than the current situation allows. And | think everybody can see that.

That'’s the first thing.

Secondly, I think she can, you know--Secretary Geithner’s
remarks on currency manipulation came in for a lot of criticism, and we
can talk about that. But if you looked at his response to all of the questions
he was asked, in the written testimony there were some very important
phrases that didn't get the kind of attention that | think she could easily

point to.

One is that we should do more good than harm in our
economic policies, and that ought to play an important role. Also we have
issues that are maybe more pressing actually than the currency issue, one

of which is how we maintain growth in both of our societies.

And if | were her, I'd be articulating that while we have some
problems with the ways in which the Chinese are trying to keep growth
going, you know, tax rebates to support exports and so forth, on balance,
we see the Chinese policy moving in a constructive direction that isn't

based on a beggar-thy-neighbor philosophy, and it's increasing domestic
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consumption, investment in infrastructure, and so forth.

So | think there are positives and negatives she can say
there. She can point to some of the positive things in Mr. Geithner’s

testimony as well as the things that were more worrisome.

But at the end of the day, the Chinese have no problem
telling Americans when they haven't reached a policy conclusion in some

domain.

And | don't see why we ought to be more reluctant about that
than they are. In fact, they use it often as a way to avoid talking about

what they don't want to.

DR. SMITH: Richard, can | —

DR. BUSH: Yeah, please.

DR. SMITH: Just a small point and it’s not specific to the
China part of the visit. | think Secretary Clinton is going to be asked about
our economic management strategy and about the Obama
administration’s economic policy at every stop, because the Asian markets
in the last several days have declined considerably. The global markets
are not responding and there is a great deal of domestic criticism inside

these countries: Japan, | don’'t know about Indonesia specifically, but
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South Korea, China — of US economic policy.

So | think you are going to find public interest in all of these
countries of Asia on economics, and the media will ask the Secretary to
comment on the Obama Administration’s policies. And | think she will be
forced at some point to make some statements along the line Professor
Lampton suggested. The Obama Administration is moving forward, but
she will be the first representative of this new administration in Asia. And

so, everybody will be asking her these questions.

DR. BUSH: Okay. Right here.

QUESTION: Thank you. Stephen Richer with the University
of Chicago. You mentioned real briefly at the end the Buy America
provision of the stimulus package with respects to China and | was
wondering if some of the other panelists could talk about the ramifications

of that in relationships.

DR. SMITH: Just briefly. It's a follow on to what | was just
saying. | think the Buy America part of that piece of the package, at least
in Japan where it's where | feel more comfortable, but you know, it all has

to do with the exports. Japanese exports have gone down significantly.
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This fear of American protectionism throughout the region, throughout the
globe in fact, is something that | think many people are going to be very
worried about in Asia. The perception that protectionism is on the rise in
the United States and that a protectionist agenda is going to be pursued
by this administration needs to be nipped in the bud very quickly, | think.

And | think she is going to confront those kinds of questions.

DR. BUSH: Anybody else? Balbina.

DR. HWAN