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world power.

We also have to think in terms of China learning lessons as it goes along. For example, we
can spend a lot of time helping Chinese companies develop corporate social responsibility
with regard to the environment. It's incredibly important given the extent to which China
has gone global in its quest for resources. Chinese companies are everywhere throughout the
world. We can help them develop an understanding of environmental, labor, and safety
practices. At the same time, as important as helping them develop capacity is probably
enforcing global norms before investments are made. For example, Vietnam is in the midst
of a very active debate over a potential Chinese mining investment. Why? Because they're
concerned about the environmental impact of this Chinese investment, among other things.
When Chinese companies realize that they're not going to be able to invest in places, they're
going to start to change their behavior. So perhaps there's a carrot and a stick, and taken
together they will help the entire global community to help China as it emerges as a global

power.

NOW fO 7t h e ﬁ]/. ot time. t h e What issues should the United States
’ prioritize in its talks with China?

Chinese have something

they want f rom the United Off the top of my head, I would say climate
change because it is potentially game changing

States, namely stability of

for the entire world in an overwhelmingly
the dollar. For theﬁr St negative way. However, my second thought

time, you 're begl nnin g to would be the rule of law. The rule of law

et some paritv in t h e underpins virtually every other issue. Whether
& P % we're talking about food and product safety, or

desire Of the Chinese and environmental implementation of anything

the United States to hold China might agree to when it comes to global
climate change, or trade and investment

these a’lalog ues and barriers and intellectual property rights
nego tiation. protection, all of them hinge on China having
an effective rule of law. Without that, the
relationship will continue to founder, because even though we have high-level agreement
that we want to work on these issues, if China can't ensure that it will live up to its
obligations, then we're going to continue to have serious conflict. From my perspective, the
most important thing we can do is help them develop the rule of law; it is at the root of most

of our conflicts.
What is the best way to address this issue?

We can do two important things. One is to continue the kind of work that we're already
doing to help train Chinese enforcement officials, lawyers, and judges and share our
expertise. That kind of capacity building, although it's a long-term process, is absolutely
critical. The second thing we can do is to ensure that the full force of international public
opinion is made clear to China when it doesn't adhere to global norms. There was a terrific
opinion piece in the Financial Times that made the linkage between human rights, the rule
of law, and business very explicit with regard to the case of Stern Hu [Rio Tinto's detained
employee, an Australian citizen] and Rio Tinto. If China still wants to be a place for foreign
direct investment, and if it wants to be a global trade and economic leader, it's going to have
to play by the international rules of the game. Again, there may have to be some
international pressure, not just from Australia but from the United States and others,
helping China to understand that you can't simply arrest people and deny them legal
representation because you'll begin to witness the impact of that, meaning foreign

businesses will flee.

Today, China is Washington's biggest creditor and holds more than $800
billion worth of U.S. treasury securities. Does this in any way compromise U.S.

policy toward China?

There's been a lot of speculation on this issue, and many people have suggested that in some
way the United States is not going to press China as hard on human rights or some other
issue because China is our creditor. I see things rather differently. The fact China is holding
all of this debt actually gives us leverage that we've never had before. Traditionally, when the
United States and China would negotiate and hold these bilateral discussions, the United
States had a very long laundry list of things it needed from China. China had virtually
nothing that it wanted from the United States, save for perhaps something to do with
Taiwan, such as Washington not selling arms to Taiwan. Now for the first time, the Chinese
have something they want from the United States, namely stability of the dollar. For the first
time, you're beginning to get some parity in the desire of the Chinese and the United States
to hold these dialogues. Previously, it was much more the United States dragging China

along to these negotiations.
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