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And China"s incremental demand is the major factor in determining the price
for a number of primary commodities, including oil. We must realize that China is

already a global economic leader. China deserves recognition for what it has become,

but at the same time, China must be more than a beneficiary of open markets. | agree

with former Deputy Secretary of State Bob Zoellick, China should be a responsible




stakeholder. As a global economic leader, China should accept its responsibility

as a steward of the international system of open trade and investment.

A big part of being a global economic leader is a commitment to open markets
at home. China“s record of reform is remarkable by any standard. But much remains

to be done. T7he tasks faced by Beijing are so daunting that the biggest risk we
face is not that China will overtake the U.S., but that China won"t move ahead with

the reforms necessary to sustain Its growth and to address the very serious problemns

facing the nation.

These problems range from modernizing and reforming the rural agriculture economy,
to providing an adequate pension system and other safety nets, to developing capital
markets that have lagged far behind the needs of China®s economy, o freeing up
an inflexible currency regime that hinders the efficient allocation of capital and

the achievement of balanced sustainable growth. The Chinese economy itself is

becoming increasingly difficult to manage as it becomes larger and more complex,

but is still only part way between a managed and market economy.

We want you to succeed

China's record of reform is remarkable by any standard




When I visit China in the coming days I will discuss these issues with the Chinese
leadership, and I will use a Chinese saying indicating that it is for the good
of both of our economies that they undertake these changes, for our economic
fortunes are interconnected. [ will say: We want you to succeed.

critical, immediate
challenges

China faces several critical, immediate challenges. The first is the pressing

need to put in place widely-accepted, market-based tools to keep its econonmy from

veering out of control. A much more flexible, market-driven exchange rate along

with a more nimble, self-determined monetary policy are key ingredients to stable

and sustainable, non-inflationary growth.

Accordingly, maintaining and relying on an overly rigid exchange rate and outdated
administrative controls increases the risk of boom and bust cycles. Also, to

be under estimated only at China®s own peril, is the fact that their currency

exchange rate is increasingly being viewed by their critics as a symbol of unfair

competition.

Another pressing issue is greater protection for intellectual property rights.

China cannot achieve its goal of being a modern economy if it fails to adhere
to the rule of law and fair trade and encourage the innovation that is the engine
of growth for developed and developing economies.
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have a nice week
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E-mail ycaster gol.com



