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1 
China Changes Everything 

The world seems to  have  b e come obsessed with China.  It's not hard 
to see why. Whether i t  is  the unprecedented speed and scale of its economic 
development, the possible threat posed by i ts mi l i tary and territorial ambi­
t ions.  or the more d i ffuse influence of its cul ture and people. China is  con­
t inuous ly  in  the headl ines and seems to have changed not only the world 
around us but the way we understand it. Coming to terms with the "rise of 
China" i s  not just  something thal preoccupies the world's media. though. 
On the contrary. pol icymakers and analysts everywhere are having to re­
th ink the way they understand the evolution of the international system and 
China 's  place wi th in  ii. Will China be a ··responsible stakeholder," as for­
mer deputy secretary of slate and World Bank presidenl Robert Zoellick fa­
mously demanded, or w i l l  ils growing economic,  polit ical, and mi l itary 
power present a fundamental challenge to the exist ing order'? More perti­
nent for prominent US policymakers such as Zoell ick.  will China threaten 
the h i theno dominant position of the United States itself? 

Only a decade ago such a question might have seemed preposterous. As 
we shal l  see, for some observers-especial ly in the United States-it st i l l  
does. Bu t  a growing number of people think that the rise of China really 
does have the potential to change the existing distribution of power and in­
fluence in  the international system in  ways that wi l l  have consequences for 
China i tself. for the U nited States as the world"s existing ""hegemonic" or 
dominant power, and especia l ly for China's neighbors, who have been the 
first to feel the real impact of China's growing power and presence. This last 
group of states and peoples is  the primary focus of this book. 

At  the outset i t  is  important to emphasize that for al\ the attention that 
China's seemingly sudden emergence on the world stage has garnered, this 
territory i s  hardly uncharted. On the contrary, for most of recorded human 
history China has been the most powerful, advanced, and influential force 
on the plane!. In Chinu 's own neighborhood in particular. its cultur.d influ-
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ence o"er counlrics such as Japan. Korea. Cambodia. Burm:i. and Victn:nn 

has been profound and enduring. We simply cannot understand lhc �·rnlu­
lion of whar we now describe as "East Asia·· without rccugni.i:ing the im­
pact Chinese ideas and social practices have had on 1hc region. 

Crucial ly. however. during lhe course of !he thousands of yc:1rs \\hen 
China was the dominant force in East Asia in parlicular. ii wa)o 1101 the 'ort 

of nation-slate 1hat it (and every 01her polity in the world) has become now. 
The crealion of an inlernational system populu ted by geographically dis­
crete. sovereign narion-states is u product of the lime when China w:1s in 
decline and European nations were the . . rising powers:· European expan­
sion was traumatic for China and would ini1iate what has become known as 
China·� "cen1ury of shame . ·· in which i1s 1erritorial sovereign ty was com­
promised and its ancient dynastic system was u lt imately overthrown. plung­
ing the country into decades of bloody civ i l  war. However. from !hi!. ;1p­
pal l ing ly destructive and humil ial ing in1erregnum. China has recently 
reemerged to once again occupy what many of its people and policymakers 
see as the country 's rightful place at the center of world affairs. From a 
Jong-1enn Chinese perspective. one mighl even suggest that nonnal geopo­
l i tical business is being resumed after an unfortunate . aberrant interlude. 

One does not have 10 agree tha1 Chinese ascendancy is lhe nonnal, even 
.. essential:· order of things to recognize that this period is one of epochal 
change. and not just for China itself. How the United States-whether we 
think of ii as either a unitary pol itical actor or as a people long accustomed 
to being the world's dominant power with all the privileges that dominance 
brings-will respond to the prospect of being chal lenged. much less 
usurped. is an interesting question. No shorlage of potential guesses i s  being 
made about. and answers suggested to. that question. including the possibil­
ity that i t  i s  purely academic, and China wil l  never anain dominance. But 
whatever one thinks may happen in the future. 1he world i s  being clearly 
transfonned in significanl ways righl before our eyes. Nowhere is this trans­
fonnation more obvious and apparenl than in China's immediate neighbor­
hood. which is why thal area is the principal focus of lhis book. 

Our overal l  argument, in short, is that at this stage, China's rise and 
growing importance are manifesting 1hemselves primari ly in China's re la­
tionships with its closest neighbors. China's regional relations therefore 
offer an important and revealing window into not just its evolving foreign 
policy, but also the way its elite policymakers actually think about the 
world and China's place in it As we shall suggest, imporlant variations can 
be found in the style of diplomacy and the policy priorities China pursues 
in different parts of its varied and ex1en!iive neighborhood. That China has 
longer borders and more divenie neighboni than any other country on earlh 
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is iniportant 10 remember (see Map I.I). China's land border is 22,000 kilo­
meteri. ( J 3.670 miles) and its coastline stretches more than 18.000 kilome­

iers (Ii .200 miles), giving it lhe most complex geostrategic environmenl in 
ihe world. according to some leading figures in China·s foreign affairs (Y. 
Wang 2003). As a resull,  different issues are given priority in different re­
gions: geogrnphy and history continue lo shape regional diplomacy. even in 
an era of so-called globalization. 

Indeed, the olher reason for focusing on any region-not just ones in 
which China happens to be involved-is that they remind us that the world 
is far from a u niform place in which universal values or practices predomi-
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nate. On 1he contrary. regional variation remains a very imporrnnt dclcrmi­
nant of living standards. cultural values. policy priorities. and in1crna1ional 
relations. Even if China ullimalely hccomcs a world power with a more cx-
1ensive and all-encompassing internaliona l agenda. many of lhc attitudes. 
policy preferences . and diplomalic tac1ics thal it may evenlually employ arc 
being forged in its own regional rel:i1ions. As such. lhey provide u poten­
tially 1an1alizing glimpse of the way China's overnll policy preferences may 
evolve. At 1he very least 1hey highliglu lhe constraints and opportunilics 
that current ly confront China's policymaking elites as they come to lerms 
with 1he counlry·s newfound status and power. 

Thus far. we have been talking rather glibly aboul ··China:· wi 1h or 
wilhout 1he quota1ion marks. We should make i t  clear 1ha1 in this book we 
are concerned primarily wilh the foreign policy of 1he People's Republic of 
China (PRC). although we shall invariably call i i  '"Ch ina" for the sake of 
convenience. This semantic shortcut should not be 1aken 10 imply 1hat we 
uncritically accept that the use of the single word · 'China" conveys a 
straigh1forward. universally accepted idea about what 0-China" mighl mean. 
We are. in fact very conscious of the fact that China's foreign policy is  the 
consequence of an increasingly contested process; indeed. we spend a good 
deal of time trying to explain and indenlify some of 1he different forces that 
are attempting to influence the construction of foreign policy i n  China .  
However. where it is convenient to do so and the meaning is clear, we sha l l  
sometimes refer 10 China as if i t  is  a unitary actor. even though we are very 
conscious of 1he fact thal i i  i s  often no such thing. As we shall exp la in .  
however. policymaking in China is more opaque than in many comparable 
Western countries, and this convention is  actually more forgivable than ii 
might be elsewhere. 

Our principal goal in  what follows i s  not to prov ide an exhaust ive 
analy�is of the policymaking process. however. Even ut i l iz ing such Chinese 
language sources as actually exist and drawing on our own interview mate­
rial. defining Chinese policy is  st i l l  a very d ifficull task: this part icular pol­
icy "black box" resists easy opening. Consequently. we concen1rate prima­
rily on the actual policy outcomes in China's various and varied regional 
relations. As a resull, the book is organized as follows. 

In Chapter 2. we provide an in1roduction 10 the nature of and debates 
aboul regions. One of the key arguments we make here is  that regions are 
very important elements of 1he overall international system. I ndeed, in 
China's part of the world, a l ively competit ion is  taking place to aclual ly  
define the boundaries and membership of " 1he region" of which China i s  a 
pan. As we explain, China is actually a member of' u number of overlapping 
regions. Significantly, China is  a more powerful and consequential aclor in 
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some or these regions lhan ii is in others. and ii is unsurprisingly more en­
tlmsin:-.lic about some as a result. Equally imporlant, however, regions are 

not simply vehicles lhrough which powerful slates try to get their way (al­
lhough they may be that. loo), but they are also arenas in which states are 
"sm:ia\i1.ed" into particular panerns of behavior and norms. 

Before actually considering how China's policymakers have acted and 

auempted to u1ilize various regional groupings, we provide a sketch of 
China's own development. We do this for a number of reasons. First, China 
has had more his1ory lhan most, at least of the recorded kind, and its leaders 
and people take it rather seriously as a consequence. Indeed, the East Asian 
part or China's neighborhood pays a great deal of attention 10 history: the 
currenl disputes over territory and the frequently tetchy relations between 
China and Japan have their origins in historical conflicts and events that 
conlinue 10 resonate in the present day. Unless we have some understanding 

of these events, making sense of the seemingly nonnegotiable nature of 
some contemporary problems is difficult. In addition to providing a snap­
shot of some aspects of China's long-term history in Chapter 3. we provide 
a brief outline of China's phenomenal economic development and the polit­
ical changes that facilitated it. 

In Chapter 4, we introduce the first and arguably the most contentious 
of our regional case studies. The key issue here is the na1ure of the region 
itself: should it be "East Asia" or "Asia Pacific"? As we explain, much is at 
stake in the answer. not least because the Uniled States is po1entially a 
member of the Asia Pacific. and China's own status is inevitably dimin­
ished as a consequence. In East Asia, by contrast. China has the opportunity 
to play a much more prominent role. We review some of the key institutions 
that have emerged around lhese competing visions. We also in(roduce some 
of the key conceptual frameworks that have been developed m explain the 
bilateral relationship between a rising China and a possibly declining 
Uni1ed Slates. Theoretical perspectives such as '"hegemonic transition" are 
important, if only because so many analysts and policymakers [ake [hem se­
riously and act accordingly. 

Soulheast Asia is one area in which China has assiduously tried to cul­
tivate influence and ··charm" its neighbors, and we consider the success of 
these efforls in Chapter 5. The story here is of mixed messages: as we ex­
plain, China's economic importance and 1he increasingly sophis[ica1ed na­
ture of Chinese foreign policy meant that a11i1udes toward China really had 
changed in a region lhat was historically nervous of rhe geopoli(ical in(en­
tions of its much larger neighbor. Of late, however. in the wake of China's 
increasingly assertive, even aggressive behavior in the South China Sea, 
much of that earlier good work has been effectively undone. A number of 
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Southeast Asian slates are increasingly looking to the Uniled Stales a� ;1 
hedge against an increasingly alanning China. 

Northeast Asia has traditionally been even more problema tic for China. 
in part because it is so much closer geographically. and China's rcla1 i1ms 

with its most important neighbors have been-and generally remain-\'cry 
difficult. as we explain in Chapter 6. We focus primarily on the bi latera l re­

lationships with Japan. North and South Korea. and, most problenuuir.:a l ly 
of all perhaps. Taiwan. The focus on bilateral relalions is explained in part 

because so little institutional architecture is available to examine. We con­
sider how much impac1 economic interdependence is having on the various 
bila1eral relationships and conclude that although it has been surprising l y 
positive in Taiwan·s case. the deteriorating relationship with Japan reminds 
us that nothing is inevitable in China·s regional ties, espec ial ly in the ab­
sence of institutions that might help manage intraregional ties .  

The potential efficacy of such institutionalized regional relations i s  on 
display in Chapter 7. where we examine the development of the Shanghai 
Cooperation Organisation (SCO), which China has played a significant role 
in creating. Indeed, we explain how the SCO has played a major, very pos­
itive role in stabilizing the entire Central Asian region, tradi t ional ly a 
source of serious security threats. Reveal ingly. the SCO has also proved lo 
be a way for China 10 manage i ts historically difficul t  relationship with 
Russia. In th is  chapter, we also consider China's relationship with India, be­
cause the Asian giants are competing for influence in the Central Asian re­
gion. and India is a potential obstacle to China's regional ambitions. 

In Chapter 8, we present a more detailed exploration of a specific bi lat­
eral relationship because i t  i l lustrates all of the factors that are in play at a 
more general level in China's regional relationships. Not only is the bi lat­
eral relationship between China and Australia one of the most important 
economic pannerships for both countries, but Australia also has an in t i ­
mate ,  long-standing strategic relationship with the Uni ted S tates-the 
reigning hegemonic power and principal obstacle 10 China's own interna­
tional ambitions. If China can get this relationship right, it may yet exen a 
broader influence than some of the skeptics think. Thus far, however, the 
signals are mixed. 

The final chapter offers a conclusion by way of an exploration of 
China's possible global role. All  other things being equal, China will soon 
overtake the United States as the biggest economy in the world, and we 
would expect its international influence to continue expanding in line with 
this achievement. At  the very least, other countries wil l  be compelled 10 
take China seriously as i t  plays an increa5ingly critical parl of the global 
economy. The key question is, can China translate its material presence into 
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internarionul influence? Does ii aclually have a vision ii wanls to promote? 
Can China. nr its current generation of "communisl'' policymakers, to be 

more precise, actually play the role of good in1erna1ional citizen and stabi· 

lizing force'! The experience of lhe United S1a1es reminds us that balance is 

no1 easily found, and lhe lemplalions of hegemony and lhe promotion of the 
nalional inleresl are very real. However, by looking al China's evolving re· 

gional relations, we might begin to get some idea of whelher or not China 
is up lo the task. 



2 
The Rise of Regions 

One of  the most slriki n g  a n d  counterintuit ive features of the contem­
porary international order i s  the importance of regions. In an era commonly 
assoc iated with processes of globalization, regions remain surprisingly 
prominent, bo1h as a way of defining particular parts of the globe and even 
as a source of identity (Beeson 2007a) .  Despite the recent problems that 
have afflicted the European U nion (EU) ,  the idea that regions are poten­
tial ly important pieces of the international institutional architecture remains 
firmly in  p lace. Indeed, in the part of the world in which China has become 
the dominant actor, a growing number of regional initiatives suggests that 
regional institutions are sti l l  seen as potentially importanl ways of manag­
ing relations wilh neighbors ( Dent 2008) .  The creation of regional instilu­
lions is also a way of establ ishing the membership. goals. and operational 
slyle of an area. which otherwise might exist only as a geographic signifier. 

Regional  institutions are potential ly important and at1rac1ive because 
they may help to solve "collective aclion problems" or issues lhat states 
cannot address on 1heir own.1 Al their most ambitious and consequential, 
regions may provide 1he basis of new forms of governance that transcend 
national borders ( Hameiri and Jayasuriya 2 0 1 1 ) . As we shall see in  more 
detai l  in  the chapters 1hat follow. a flurry of interest has arisen in the East 
Asian region in developing instilutions to deal with specific problems. such 
as monetary coordination. trade facilitalion. and security cooperation. all is­
sues thal individual states cannot address effectively on 1heir own. Such ini­
tiatives have the po1en1 ia l  10 be important parts of the way particular re­
gions act, as well as the way they are organized and perceived. 

However. the precise way that politically conscious. institutionally re­
al ized regions begin lo coalesce may also reflect long-standing geographi­
cal identities, which are not exclusively dependent on the actions of policy­
makers 10 come into being. On 1he contrary. policy initiatives may ac1ually 
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reflect preex is t ing ideas ahoul geographical houndaril's. "Soulh Anwril·a·· 
and "sub-Saharan Africa· · arc good examples of gcographic:illy defined cn­
l i t i e s  that have assumed a salience beyond ),impk cartography: ),or.:ial 
agency hroughl an underlying geographica l strucmrc to poli1ical and rng11i-

1ive prominence. As we explain in more dcrnil in  Chapter 5 . Southca.�1 A),ia 
is  an example of a reg ion thal owes its inilia l idcn l i ly lo cxlcrn:1I l"orccs 

rather than anylhing innaic or "natural 
.. in  !he reg ion i tself. 

Al one level .  1hen. such reg ional  geographical descriptors arc some­

what arbilrary and simply renect phys ica l geogrnphy. But at ano1hcr level. 
they can be g iven greater sal ience i f  they become the ccnlcr {)f focused po­

l ilical act ivily that has the effect of reinforcing or giv ing expression lo a pu­

tat ive underlying identi ty ( Paasi 2003). In the fol lowing chapters we sha l l  

see  examples of various degrees of reg iona l deve lopment ranging from 
Southeast Asia (which has a compara1 ively long-srnnding. distinctive inst i­
lutional identity). to Northeast Asia (which has a very l imi 1ed sense of po­

l i tical coherence or insti tutional identity. Despite-indeed. because of­

these qui te dramatic differences in the degree of regional development, 
regions offer a useful way of thinking about the development of China's 
foreign policy. Such differences not only help us lo understand how and 
why foreign policy debates are evolving in China, but also shed a revealing 
lighl on the development of the broadly conceived "Asian region" in which 
China is playing an increasingly important and active role. By break ing 
China's regional pol icies into dist inct. geographical parts .  we can under­
stand the different regional dynamics thal are driving pol i t ical ,  economic.  
and strategic developments in China's neighborhood. and the effectiveness 
of China's responses to such changes as i ts leaders try lo come to grips with 
the Middle Kingdom's new role in a rapidly changing world. 

We begin this chapter with a brief overview of the h istorical context in 

which regionalism in Asia is  developing. History continues to matter in  
As ia  in  a way it does no!  in other parts of  the world, as the unresolved and 
increasingly dangerous territorial disputes in Northeast and Southeast As ia  
remind us. A sense of both why th is  i s  1he case and what  this impl ies for 
China and its neighbors is  important Following the discussion of history's 
imporlance in  the Asian region, we provide an overview of some of the 
most influential theories of regionalism. Readers who are more interested in 
China's policy toward specific regions could skip this discussion and sti l l  
understand what follows if they wish. However. we feel a need lo spell out 
how regions are understood by the M:holarly community in the West, where 
such debates originally emerged, and the way these ideas have been taken 
up, adapted, and critiqued in China. In lhe final part of the chapter, we offer 
a preliminary assessment of China's evolving regiomtl policies. 
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Regions in Historical Context 

WL' have cu�tomarily talked about areas such as Europe or South America as 
!!Co�raphically distinct entities that divide the world into recognizable parts. 
This relatively modern sensibil ity could not. of course, have occurred before 
some p:irb or the world were actual ly "discovered." Before Europeans-or 
Asians, tor that matter-could think of themselves as different and distinc­
tive. they had to have something or someone to be different from ( Buzan 
20 1 2 ) .  One does not necessarily need to subscribe to theories of postmoder­
nity to recognize the importance of discourse in shaping concepts of self and 
"other" (E. Wolf 1 997) .  In this regard. the age of European exploration was 
not only profoundly important for Europeans themselves. but at least as im­
portant for the peoples they encountered, colonized, and generally surprised 
by their very ex i stence. As  we shall see, nowhere was the impact of Europe 
more evident than i n  China's traumalic interaction with imperialism, which 
culminated in "one h undred years of humil iation"-an epochal transfonna­
tion that continues to reverberate throughout China and the rest of Asia to 
thi.� day (Bay ly  2004: Morris 20 1 0) .  

Before we e x plore this period a n d  i t s  ramifications in  a n y  detai l .  how­
ever, we wish  to emphasize a couple of conceptual points that have signifi­
cant theoretical and practical impl ications for the following discussion. 
First. h i story has-unti l  re latively recently, al least-tended to be told by 
the co lon izers ( B lau!  1 993  ) . Consequently. much of our understanding of 
the h i story of As ia  has tended to have a Eurocentric bias. Put differently. 
the i mpact of European imperial ism, and modern economic and political 
development more generally.  has usually been seen from a modem, suc­
cessfu l .  technological ly advanced. and essential ly Western perspective. 
Only recently have Western scholars begun to rewrite the conventional his­
torical narrative 10 recognize !he importance of both China's technological 
inheritance and its h istorical economic dominance for both Asia and the 
We�t itself ( Frank 1 998; Hobson 2004). 

Chinese scholars. by contrast. have different views about the historical 
narrat ive and the i mp<1ct of European imperialism. Yang Hongbo ( 199:2) 
and Yan Zhongping ( 1 992), although approaching this debate from differenl 
inte l lectual trad itions,� are representative of Chinese views that stress the 
negative impact of colonia l ism.  Yang emphasizes how colonial relalions 
undermined Chinese culture and sovereignty while promo1ing the national 
interests o f  countries such as the United States in particular. Important as 
such views are. they are for from unifonn or representative of the range of 
thinking in China about the legacy of the colonial experience. Zheng Yan 
( 1 994) argues that the opium wars were actual ly  insuumental in  bringing: 
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modernizing innuences to China. while Li Shem.hi ( 199-H suggests 1 11:11 the 
United States might actually have provided an importilnt mlc for China tha1 

ought to have been taken up as a force for dcvclopmcnl. in much the �amc 
way as happened in Japan. Chinese scholars are beg inning IO develop their 
own ways of theorizing about these processes, in part to overcome what 
some think is the self-serv ing. ideologica l ly  driven nature of US intcrn;1-
tional relations theory. of the sort that was so influential during the Cold 
War ( Y. Wan!! 2007). 

Whatever we think about the way in which a new generation of Chi ­
nese analysts interprels the impact of European imperial ism on China in  
particular. a number of poinis are worlh emphasizing. First from a Chinese 
perspective, China has been 1he dominanl power of ils place and time for 
mos! of recorded hislory. Indeed. one could possibly argue 1ha1 by today 's 
standards. we could describe China as the oldest "world" power. even i f  1he 
world before European imperial ism was rather truncated and confined 
largely 10 Asia.� Given China's dominance of its known world, that succes­
sive Chinese dynasties might have taken themselves ra1her seriously and as­
sumed that they were literally and metaphorically the center of 1he world is  
hardly surprising. China's notorious rejection of Bri t ish lrade demands in  
the  la te  eigh1een1h and ear ly  n ineleenth ceniuries i s  more underslandable 
when seen in the contex1 of a hislory in which China was the dominanl 
force of its era and area (Kaufman 20 I 0). 

Among some scholars, and many of China's political elites, a sense can 
be found thal in many ways the period of European imperialism was some-
1hing of an historical aberralion, and we are now returning 10 geopol i t ical 
business as usual, with China once again al the cenler of world affairs. This 
aui1ude is best captured in the idea of the "great rejuvenation of the Chi­
nese nation" (llwnghua Min:u de Weida F11.ti11g), in  which modern China 
is seen to be reassuming its traditional dominance. One of the most impor­
tant exponen1s of this view is Zheng Bijian (2003). who is also considered 
to be the archi1ec1 of the influen1ial "peaceful rise" concep1, which has be­
come such a prominent pan of China's recent foreign policy discourse. We 
consider lhe impact of this concept in more detail in  subsequent chap1ers. 
bu1 1he point to emphasize al this stage is thal i t  i s  parl of a growing inler­
nal debate about the nature of China's past and present and the way they 
ought to be underslood. 

The second poinl that merits mention aboul this h istorical contexl is 
nol simply that China has generally been lhe dominanl force in Asia. bul 
!hat when ii has been strong, China's dominance has arguably been posi1 ive 
for lhe region as a whole.� David Kang (2003) has articulaled this con­
lenlion mottt complelely and persuasively for an Englit>h-speaking audience. 
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hut Ch111cM..: scho lar� have also developed s imi lar ideas. Zhou Fangyin's 
(20 11) an:ily�i� of the "international" system Chin:i dominated before Euro­
pean intrusion into what we now think of as East Asia claims that this order 
w ;is cha1actcn1.cd by harmony despite inequality. Al though China was 
dominant. in pract ice other actors wi1hin the system enjoyed high levels of 
;rntonomy, too, helping to account for the system's durabil ily. Significantly, 
however, Zhou i s  not as optimist ic as Kang about the adaptabi l i ty of this  
�ystcrn to the modern world. 

Kang 's (2003) central point is that the East Asian region has long been 
dominated by China in a system thal is a mirror image of the West's: a for­
mal  regional h ierarch y  is complemented by informal equality as an essen­
t ia l ly  benevolent China  provides a nonintrusive bedrock of regional stabil­
ity. The quintessential  manifestation of this  regional order was !he 1ribu1ary 
system in  which China's  neighbors acknowledged its dominance in an elab­
orate but  u l t imately cost-effect ive display of deference (Y. Zhang 1 99 1 :  
Kang 20 I 0 ) .  Kang suggests that many o f  China's neighbors recognize the 
possible advantages of a strong China-especial ly economically-and are 
quile happy to accommodate its rise. Consequently. he argues, "the piclure 
of Easl As ia  i n  the twenty-first century thal emerges is one in which China, 
by v i rtue of geography, power. and idenlily, is becoming the core slate. In 
response,  As ian  nat ions are l i ke ly  to accommodate, rather than balance 
China, even i f  the U nited States reduces its presence in the region" (Kang 
2007: 2 0 1  ). 

We shall consider the impl ications and credibi l i ty of some of [hese ar­
guments in  more deiail later, but of significance at this stage is lhe possibil­
ity that China 's  rise i s  nei ther unprecedented nor necessarily going to gen­
erate the sorts of responses predicled by some Weslern scholars. such as 
John Meirsheimer ( 200 I )-or their slUdents in China, for thal matter. There 
are. however. s imi larly pessimistic. even hawkish commenlalors in China. 
Yan Xuentong ( 20 1 1 )  of Tsinghua University. a self-proclaimed "realist." 
provoca t ive ly  draws on anc ient Chine.�e s1ra1egic thinking to argue that 
China  needs to es1abl ish the sort of network of a l l iances lhal has under­
pinned U S  dominance.� Significantly. however. although Yan thinks lhe in­
ternational system is  ullimately a zero-sum game, he doesn'I assume aclual 
conflicl i s  inevitable.  Even some!' of China's hawks, 1herefore. believe it is 
ent irely poss ib le  that regional deve lopmenl in Asia wi l l  fol low a differenl 
1rnjeclory lo that experiem.:ed in Europe or elsewhere. This v iew is certainly 
1ha1 of some prominent Chinese observers such as the former Chinese am­
bassador lo France, Wu Jianmin. Wu (2009) argues lhat the rise of Asia is a 
very d i fferenl historical phenomenon from lhe rise of the 01her regions, 
which were marked by rnnflicl and war; globalizalion has fundamenlally 
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changed lhe nature of interstate relations in the twcnt)-fmt century. 1..:rt'al­
ing common chal lenges that have changed the caku lus  of conflic1. Such 

views are entirely in keeping with a growing body of scholarship on thc so­
callcd capitalist peace (Gamke and Hewiu 2010). 

To gain a beucr appreciation of the plausibility of some of these pmi­
tions. we must give some consideration lo the way regional processes have 
been understood at a conceptual level. The key issues here are the manner 

in which regions have developed historical ly and the purposes to which re­
gional organizations have been put. 

Theorizing Regions 

When we think about regions, we inevitably think about Western Europe. 
Until recently. Europe provided the benchmark against which regional 
processes and ini t iatives elsewhere tended to be measured. Although Eu­
rope is nothing like as influential a model as i t  may once have been.  the Eu­
ropean experience remains the starting point for discussions of regional ini­
tiatives and a source of some of the most influential and sophisticated 
theorizing about regional integration (Mattl i  1999; Wiener and Diez 2004). 
Whether the European experience provides an appropriate comparison for 
regions elsewhere is  moot given the unique historical c i rcumstances from 
which i t  emerged. Nevertheless, the European experience does provide a 
useful point of departure for thinking about regional development else­
where, as well as a r ich theoretical l i terature. which i s  becom ing increas­
ingly well known in China.(' 

Regional development can be conceptualized and approached in  a 
number of ways, which focus on polit ical, economic, and strategic forces 
along with internal and external drivers and bottom-up and top-down init ia­
tives ( see Soderbaum 20 1 2). None of these tel l  a complete story in  isola­
tion, and not al\ of them are useful or il luminating in an Asian context. but 
they do highlight some important variables, the absence of which can some­
times be as important as their presence. One of the most important and rel­
evant to the European and Chinese cases is  the impact of external geopolit­
ical pressureb. 

Geopolitics and Regional Development 

Geopolitical perspeclives have tended to go in and out of fashion. The pop­
ularity of geopol itics in  Nazi Germany made this approach unpopular for 
decades. but it has recently come back into vogue (Agnew 1998). "Critical" 
geopolitics emphasizes the socially constructed nature of geographic space 
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(and reg.ion:-.) and usefu l ly  alerts us lo the arbitrary and potentially un'.'iellled 
nature ol borders and ident i t ies (6Tuathail 1 996) .  For more traditionally 
minded g.copolil icians. physical geography remain'.'i paramount. For Robert 
Kaplan (2012: 200), for example, "the chal lenge China po'.'ies at its most el­
emental i:-. geographic": sheer geography dictates a state's overal l  strategic 
orientation. W hatever one thinks of such claims. geopolitical approaches re­
main popular in  China ,  in  part, because they are in accord with a long-es­
tablished tradi t ion  dat ing back to Sun Tzu's The Arr of War written about 
2.500 years ago, and in  part, because noncritical geopol itics of the sort pio­
neered by H a l ford Mackinder has long been a staple of China's domestic 
debates and th ink ing about international relations.7 

When th inking about the possible formation of regions and the role that 
major powers may play wi th in  and outside them, the European experience 
remains instruct ive.  A n umber of broad comparative points remain relevant 
when one considers the possible course of regional development in  Asia. 
First,  the European project developed in inauspicious circumstances in the 
aftermath of World War II, and no one ever had any expectation that it 
would develop into the sort of deeply integrated, institutionally dense entity 
that e x i st s  today-its recent travai ls notwithstanding. One possible lesson 
here i s  that a l though regional processes are comparatively underdeveloped 
i n  As ia ,  they may not inevi tably remain so. On the other hand, we should 
also not expect that Asia w i l l  necessari ly  follow a "European model" (Far­
re l l  2009) .  Second. the process of i ntegration and the associated pacifica­
tion of E u rope migh t  not  have begun at all were i t  not for the efforts and 
object ives of a newly ascendant U nited States of America. The fact that the 
U n i ted S tales had emerged from World War I I  in a hegemonic position 
meant i t  had the material power and capabil ity, to say nothing of the geopo­
l i t ica l ly  informed desire. to create a new international order. of which Eu­
rope was to be a key pi l lar. In short. the United Slates encouraged European 
integration as  a way of shoring up Europe against possible Soviet ex.pan­
sionism ( Beeson 2005). 

The s i tuation confronting the United Stales-and China-in Asia fol­
lowing World War II was ralher different and treated as such by the Uni1ed 
Slates. W hereas the Uni ted States considered itself lo be dealing wi1h simi­
lar sorts o f  powers 10 i tself in  Europe. albeit ones 1hat had gone sadly 
astray, U S  att i tudes loward Asia were very different and 1inged wilh under­
ly ing racism ( Hemmer and Katzenstein 2002). In Asia the Uni1ed Stales ef­
fect ive ly  consolidated ralher than erased regional divis ions. ensuring that 
what we now think of as East Asia would remain div ided along ideological 
l ines .  The inaugura1ion of a series of "hub-and-spoke" securily rela1ion­
ships wilh key allies such as Japan, lhe Phil ippines, Thailand. and Australia 
meant thal lhose countries on the "wrong" side of the ideological divide 
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such as China were effect ively locked out of any putalivc regional rcl:ition­
ships (Cumings 1997: Calder 2004). The possible cxistcm:c of a genu ine re­
g ion of the sorl lhat was tak ing shape in Europe . thanks to pressure from 
the Uni1ed Slates. was effectively forec losed in Asia. because of very diffcr­
enl US foreign policy priorities and a l t i tudes. In short hegemonic power 
and external influence can make an enormous di fference. either encourag­
ing or discouraging regional inte{!ration and cooperation. 

We explore China's relationship with the United States in more detai l 
in Chapter 4. but worth noting here is that many Chinese observers remain 
preoccupied wilh the United States' historical ro le .  and some important 
contribu1ions have been made lo the debale about the overall influence of 
the United States on regional processes. For example. in their comparison 
of Asian and European regionalism. Wu Zhicheng and Li Min (2003) argue 
that due 10 differences in US policy in Europe and Asia during the Cold 
War era. muhilateralism became 1he dominant practice in Europe. while the 
idea of regional cooperation in Asia was acrnally undermined. profoundly 
influencing the course of subsequent developmen1 in the two regions. Not 
only have similar perspec1ives on the history of mul t i lateralism in Asia 
been developed by Western scholars (Hemmer and Katzenstein 2002: Bee­
son 2005). bu1 Chinese analysts such as Ma Rongsheng (2007) have argued 
1hat even now when multilateralism has become more common, 1he United 
Stales still uses such mechanisms to pursue primarily national rather than 
regional goals. 

As far as Chinese policymakers are concerned, in the Cold War period 
a1 least. regional strategy was primarily associated with the US .. contain­
men1" policy (see Gaddis 1 982) .  While this policy may have been aimed 
mainly at the Soviet Union, in Asia i1 had the effecl of isolaling China and 
enhancing the position of some of i1s traditional foes. Not only Japan, but­
most gallingly for China, perhaps-Taiwan benefited from direct US  assis­
tance and the overall economic environment that US  hegemony was instru­
mental in creating at both a regional and a global level (Stubbs 2005) .  
Recently, the nature of the debate and attitudes toward regional processes 
have changed in China. On the one hand, this shift reflects wider changes in 
the in1ernational system and the rise of China as an increasingly imporlant 
and influential part of that system. On the other hand. however. i t  retlecls 
the way thal theoretical debates about the nature and possible advantages of 
regional relationships have advanced in China itself. 

Distinguishing Regional Dynamics 

One can think about the role and nature of regions in a number of ways thal 
rellecl 1Jome of the molit enduring approacheli to the iiludy of international 
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relation� more generally. Unsurprisingly. perhaps, given the influence of the 
Eurnpe:rn model and 1he apparent benefits of closer economic cooperation. 
l i beral idea:-. about the merits of grea1er economic interdependence. inter­
governmental cooperat ion,  and inslitution bui lding more general ly have 
prov ided some of the background assumptions about the possible merits of 
regional coopcrntion ( Keohane and Martin 1 995; Mattl i  1 999). The EU it­
self also had a catalyt ic effect on other parts of the world because policy­
makers outside the EU were concerned about the impl ications of a tightly 
integrated European region from which they might be excluded: developing 
regional cooperat ive arrangements elsewhere offered a defensive response 
to possible isolat ion and exclusion ( Hurre l l  1 995; Grieco 1 997) .  And yet 
important differences can be found between what has happened in  Europe 
and the way regional development has occurred elsewhere. A� we have sug­
gested, i n  Europe greater cooperation was in i t ia l ly driven by powerful 
geopol i t ical pressures that emanated from outside the region itself. How­
ever. once under way the European project was marked by increasingly 
high levels of economic in tegration and poli t ical cooperation. 

Pol i t ical and economic activi ty are, of course. inescapably l inked, espe­
cia l ly  in East Asia i n  general and China in  particular. where the state con­
t inues t o  p l ay a central role i n  d irecting the course of economic develop­
ment (Szamosszegi and Kyle 20 1 1; Br0dsgaard 20 1 2 ). However, despite 
the deeply interconnected nature of pol i t ical and economic processes in 
East Asia. i n  theoretical discussions of regionally oriented activities, a basic 
d is t inct ion between regional iza1ion and regionalism is increasingly more 
commonplace ( B res l in  and Higgott ::WOO). Regionalization is generally 
taken to refer to those relatively uncoordinated, private-sector-led economic 
act iv i t ies that have helped to bind regions togerher. This fonn of integration 
has been espec ia l ly  i m portant in  East Asia as a result  of the impact of 
mul t inational trade and investment strategies and the establishment of com­
plex regional  production networks (Coe et al. 2004).  We consider the im­
pact of such act iv i t ies in  more detail in  subsequent chapters. 

Regionalism. by conlrast. is used primarily in connection with the for­
mal i n it ia t ives of state pol icymakers and officials and their auempts to es­
tabl ish pol i t ical insti tutions at the regional level. This fonn of regional co­
operat ion has been part icularly prominent in Europe where the political 
d i mensions of regional cooperation have actual ly moved faster than eco­
nomic integration and coordination-something that helps to explain many 
of the EU's contemporary problems tCarr 20 1 1  ). However. throughout 
Asia. too, a growing number of regional polit ical ini t iatives and proposals 
for regional institution building have emerged, allhough a great many vari­
ations can be found in  their feasibi l i ty and substance.� Nevertheless. the 
basic dis1inction be1ween the self-conscious efforts of policymaking el i tes 
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and lhe activities of economic en tities. he they pri\"alc Sl'Clor 1n s lall' con­
trolled. remains a useful one. especia l ly  when we think about lhc cour�c of 

inst i tutiona l developmeni throughoul Asia. 
The ,general poinr 10 make about institution bmld ing in A?<.iu 1-. lha t ,  

unli l  relatively recen1ly. at least there rea l ly  wasn ·1 very much IO disrnss. 
S ignificant ly. the Association of Sou1heas1 Asian Na1ions ( ASEA N J-thc 
only enduring Asian organization of any subs1:mcc-w.1s . like 1hc EU. a 
product of 1he Co ld War. but that is the extent of rhe s im i lar ities . Unlikt• 1hc 
EU . ASEAN has since i rs inception been primarily concerned with 1m1U'c't­
i11x rather 1han poolinx sovere ignty. In part this purpose reflects 1he specific 
circums1ances !hat confronted ASEA N 's membership: as relatively new 
states in a region overlaid by superpower riva lr ies. 1he member couiuries 
focused their concern on maintaining national autonomy. even survival 

(Acharya 2001: Jetschke 2012). The general ly authoritarian nature of  !he 
early ASEAN regimes also offered a degree of solidarity among an 01her­

wise rather disparate membership. While ASEAN has arguably nol made a 
significant contribution to the process of economic integration or develop­
ment in the region. it has exercised a subtle influence over a later genera­
tion of institulional ini1ia1ives and diplomatic practices lhroughout Asia Pa­
cific in particular (Narine 2002: Acharya 2009). 

Despite the modest material influence and power of ASEAN 's com­
bined membership. it has become the benchmark for Asian-style diplomacy, 
and one 1ha1 is highly compa1ible with Chinese foreign policy practices. It 
has also genera1ed a range of commentary and criticism from Chinese schol­
ars. In one of lhe most cited papers on 1he "'ASEAN way"9 in Mandarin, 
Chen Hanxi (2002) argues that while the ASEAN way is an important com­
ponent of the early period of pol i1ical cooperation be1ween ASEAN mem­
bers, today lhis principle prevents ASEAN members from developing an ef­
fective supranalional body. Consequently, ASEAN's capacily for resolving 
any collective action problems tha1 mighl affect China is l imi1ed. Other 
scholars such as Xie Bixia and Zhang Zuxing (2008) argue 1hat continuing 
differences between ASEAN members means that any attempt to bui ld a 
stronger supranational architecture will  face resistance and damage the or­
ganiza1ion. Consequently. they suggest, changes should be modes! and in 
keeping with past praclice. 

Most significant abou1 ASEAN in the longer term is  that ii provides 
both a focal poin1 for the diplomatic efforts of neighboring countries, such 
as China, and a very distinctive and influential modus operandi. The 
ASEAN way, which has attracted such attention in China, is based on vol­
untarism, consensus, and consultation (Haacke 2003). The key objeclives 
are achieving agreement and compromising without losing face and without 
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1 lm·ah.:ning.  the domcs1ic aulonomy of member states. The preserva1ion of 
nation.i i �uVl'rcignly remains a crilical goal for ASEAN stales. despite some 
notewort hy  t ransgressions (Jones 20 1 0) .  Conscquenlly. in real i ty, even 
much b a l lyhooed in i l ial ives, aimed at more consis1ency among the member 
sill ies .  such as lhe ASEAN Charier with ils commilments 10 human rights 
am.I the rule of law. are al this stage more rhetoric than reality (Ruland 
forthcom i n g ) .  Consequently, the real significance of ASEAN is that it has 
prov ided a template for subsequent regional initiatives. so its possible fail­
ures mi\y be as s ignificant as any possible successes. 

All of the mosi important recent regional initiatives have replicated 
ASEA N ' s  norms and values. We discuss organizations such as the ASEAN 
Regional Forum (ARF)  and the Asia Pacific Economic Cooperation 
(APEC) grouping in more detail in later chapters. The point to emphasize 
here i s  that all these organizations have been predicated on the idea that 
ASEAN must remain "in the driver's seat," and its style of operation should 
provide a blueprint for other organizations ( Beeson 2009a). As we explain 
in Chapter 5 ,  this dedication to national sovereignty suits Chinese policy­
makers as they are genera l ly  just as keen as their Southeast Asian counter­
parts to maintain domestic autonomy and minimize the impact of multi lat­
eral constraints. How much regional institut ions can shape ralher 1han 
s imply reflect the foreign policy goals and behavior of their members is 
therefore an important practical and conceptual question as ii has played a 
central role in pol icymaking and 1heorizing in the West and lately in 
China. 10 

Socializing China 

A number of core beliefs inform the theory and practice of institulional de­
velopment. and these be l iefs have potenlial ly important consequences for 
the evolution of regional instilutions. First , a long-s1anding expectation can 
be found, dating back to the early years of lhe EU in particulllf. that institu­
tions genera l ly  have a "functional" utility in that 1hey fac i l itate mutually 
advantageous cooperation and problem solving (see Rosamond 2005) . Con­
sequently. a "'demand" has arisen for new institutions. as rational, self-inter­
ested policymakers recognize these instulions' advantages and use them in­
strumenta l ly  to achieve positive-sum games (Keohane 1 982) .  This kind of 
thinking provided the foundation for the EU 's successful expansion and de­
velopment and st i l l  provides an organizational rationale for the emergence 
of specific institutional ini1ialives in a host of technical issue areas. such as 
health policy, creating a common regulatory framework in lhe process (Ma­
jone I 997: Moravcsik 1 998) .  This sort or insri1utional and regulatory den-
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sity is a feature of the EU's internal arch ilccture and has hccn seen as en­
couraging compliance and normative congruence tCheckcl 2001 ) .  

Consequenlly. one of the  expectations abou1 institutionul development 
is that it wi l l  help to align !he expectations and behavior of members. In 
other words. simply by participating in intergovernmental organ izations. in­
dividual states wil l  change their behavior as they have to abide by lhc rules 
and nonns of any organization i f  they hope to enjoy its bene fi ts .  The most 
important example of this process involving China was its accession 10 the 
World Trade Organization (WTO) (H .  Feng 2006). A number of aspects of 
China's accession process are important for comparative purposes and for 
shedding lighl on !he thinking 1hat informs China's overall foreign policies. 
of which China's place in the Asian region is such an important component. 

China was extremely anxious to join the WTO as membership was seen 
as a way of advancing that country's economic development by imegrat ing 
more ful ly in to tbe global economy. As we expla in  in the next chap1er. the 
subsequent expansion of Chinese lrade in part icular and economic develop­
ment more general ly has exceeded the wi ldest dreams of i ts architects .  
China's integration with the international economy has also sparked a l ively 
debate in China between pro- and antiglobalization advocates about  the 
costs and benefits of WTO membership. Some. such as China's principal 
negotiator for the WTO. Tong Zhiguang (2002), argue that in an increas­
ingly globalized world. China had no other choice than 10 join the WTO as 
i t  needed the benefi1s of 1ariff reductions. The WTO's d ispute resolut ion 
mechanism was a lso seen as a way of safeguarding China's  position and at­
tracting more foreign investment. Likewise, WTO accession was seen by 
the proglobalizers as a way of using market pressures 10 improve the com­
petitiveness of Chinese companies by integrating 1hem in10 global produc­
tion networks. By contrast, scholars such us Zuo Dapei (in Zuo et a l .  2000) 
from the Chinese Academy of Social Sciences argue that free trade prima­
ri ly benefits developed economies and 1hat China should protecl i ts infant 
industries rather than prematurely exposing them to the international 
market-a position in keeping with East Asia's h istorical experience and a 
growing body of analysis in the West, it should be noted (H.-J .  Chang 2002: 

Rodrik 20IOJ .  
China was prepared to agree to more far-reaching and invasive de­

mands lhan any other country hitheno in order 10 secure membership ( Few­
smith 2001 ) . Making changes to the Chinese constitution, for example. was 
both contentious and unprecedented and caused a good deal of consterna­
tion in China itself. The net effecl, however, was to lock in a commitment 
to trade l iberalization, economic openness, and integration into lhe global 
economy and limit the potential innuence of domestic opponents to reform 
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mul l ihera l i 7alion ( Bres l i n  2004) . Senior policymakers judged that WTO re­
forms were in  C h i n a ' s  long-term national interest, and subsequent events 
suggest they were right. The expected benefits of accession were a decisive 
i n fluence even he/ore China actually joined and any process of socializa­
t ion could rea l l y  take place. 

While the WTO is plainly not a regional organization, it merits discus­
sion bec;iusc it highl ights a number of important comparative poinls. First, 
the WTO has an abi l i ty 10 discipline and sanction members that no regional 
organizat ion in Asia possesses. Consequently, i t  has the capacity to influ­
ence the behavior of members directly, without recourse to the sort of moral 
suasion and peer pressure on which ASEAN rel ies. This sort of institutional 
leverage is cruc ial because so much of the literature that deals with regional 
cooperation genera l ly  and China's participation in regional organizations in 
part icular i s  predicated on the assumption that simply by participating in in-
1ernational inst i lut ions the thinking and behavior of Chinese participants 
will be changed. 

A lastair la in Johnston (2008) has made the most detailed case in sup­
port of 1h is  claim. He argues that "there is considerable, if subtle, evidence 
of the socialization of Chinese diplomats, strategists, and analysts in certain 
counter-realpol i t ik norms and practices as a result of participation in these 
inst i tut ions" ( x i v ) .  Other scholars have argued that the small states of 
ASEAN can infl uence the behavior and atti ludes of major regional powers 
such as the Un ited States and China (Acharya 2004: Ba 2006). Although 
China's overall fore ign policy has clearly changed in important ways over 
the lust couple of  decades. the country ilself working to become a more in­
tegrated and important part of regional and international institutional archi­
tectures. how much of this change is due to the impact of e:ittemal organiza­
tions and processes is less clear. One of the benefits of breaking down 
China's foreign policy into regional components is thal importan1 compara­
tive points emerge. The general argument we make in this context is that al­
though the actions and tactics of Chinese policymakers can assume differ­
ent forms in  d i fferenl regions-partly because of the sorts of insti1utions 
tha1 exist or don't exist to manage regional relalions-many of 1he underly­
ing goals are the same. While Western scholars may highlight its contingen1 
and socia l ly  constructed nature (Weldes 1 996). the pursuil o( 1he "national 
interest" remains the unsurprising, persis1ent bedrock of Chinese foreign 
policy wherever ii i s  practiced ( S. Zhao 2004; Lump1on :?008). Whal may 
differ i s  the way those goals are defined and the manner in which they are 
pursued. 

The scholarly debate in China renecls both the "tradi1ional" realis1 ap­
proach to policymaking 1hu1 was and often sti l l  is the hallmark of Chinese 
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pol icy. as well as some more sophislicated con1ribt1 1 ions !hat rccogn11c the 
inherent complexity of the pursu i t  of national interests in  a "g.1oh•1r· era. A 
number of Chinese scholars have begun to argue that for any son�rc ign  
state-including China-national interests have  bo th  an obvious domestic 
component but also a growing number of shared i11 1ema1ional in1crcs1� ( S .  
Li 2003). T h e  relat ionsh ip between domestic a n d  international in terests 
generates potent ial for bolh confl ict and cooperat ion in the international 
system. Importantly in a Chinese con1ex1 . nat ional in terests not on ly  in­
clude material factors such as national security and economic development . 
but also questions of ··national d ign ity" ( X .  Yan 1 997) .  In the context of the 
rise of modem China. China's national interests have been defined as first. 
economic. social. and political development: second. sovereign und territo­
rial integri ly; and third. 1he development of a leadersh ip role i n  Asia Pac i fic 

and in 01her intemalional insti1u1ions. but one not based sole ly  on narrowly 
prescribed national interests ( Y. Wang 2002). Al l  defin i t ions of  nat iona l  in ­
terests are lo some extent discursively contested ideas about national prior­
ities; what distinguishes many el i 1e-level policymakers' views in China 's  
case is the ··comprehensive" unders1anding of security and the assumption 
that economic developmenl and nalional security are intimately connected 
(J .  Wang 2011; 74) .  For our purposes what matters is  not whether or not 
such ideas are the "correct" foreign policy priori1ies for China. but 1hat pol­
icymakers believe they are and auempt 10 realize them in praclice. 

Defining the Region 

When thinking aboul foreign policy and the pursuit of the national interesl. 
we find tha1 regional demarca1ion offers a convenient way of unpacking 
and highlighting the different dynamics and goals that influence Chinese 
foreign policy in different areas. However, we also recognize that such an 
exercise is  inherently arbitrary and somewha1 artificial :  no "natural" re­
gions exist (Hurrell 1995). As an example, throughout the history of the 
EU. its boundaries as an institutional and political actor have been in tlux .  
mainly as  a consequence of  i t s  continuing expansion, bu t  recent events a l so  
demons1rate that t h i s  process may  also go  into reverse. Indeed, t he  very ex­
is1ence of the  EU itself has  been called in to  question as it seems incapable 
of resolving a sovereign debt crisis that has highligh1ed major weaknesses 
in the design and operation of the European economic model ( Milne 2011 ).  
Given lhat the EU was originally a product of an earlier ex istential Euro­
pean crisis, ils existence being called into question by another such crisis, 
albeit economic rather than geopolitical, is striking and not a l i t t le ironic. 
Either way, the EU's experience suggests that crises can provide important 
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1 u rn i n p.  poin ts  1 11 regional evolution and actually help to define both the rai­
son d ' C 1 rc and lhe membership of institutions. That crisis can play a power­
ful ro le  in i n s t i t ution bui lding is true for Asia as wel l ,  although the way 
such procc�scs have played out there thus far has been surprisingly differ­
en t ( Beeson 20 1 1 ). To understand why, one must first understand the rela­
tionship between crises and institulional change. 

Inst i tut ions are important because they provide what Douglass North 
famously cal led the "rules of the game" (North I 990). Actors know how to 
act appropriate l y  because rules and nonns provide the cues that determine 
behavior. Inst i tut ions need not be fonnal organizations of the sort we have 
been discussing here; instead, they may be informal social practices or re­
curring patterns of behavior that are widely accepted and that provide the 
basis for social activit ies.  Importantly, such institutions assume a taken-for­
granted qua l i ty  in  societies of which they are both a reflection and a con­
straint in  a complex dialectic of social evolution (Scott 1 995) .  As we ex­
pla in in  more detai l  i n  subsequent chapters, institutions may vary in 
important ways across d ifferent regions, reflecting h i storically embedded 
patterns of cu ltural development, political contestation, and economic evo­
lution. Some of these institutions may be judged to be more "efficient" than 
others in achieving broadly s imilar social goals such as economic develop­
ment and poli t ical stabil ity, but they are unlikely to change dramatically in 
the absence of some major shock or chal lenge to the status quo. In other 
words, all other things being equal, institutions display a significant degree 
of "path dependency,·· or a preference for establ ished patterns of behavior 
and relationships (Pierson 2000). Crises can provide the catalyst for institu­
tional change. 

As  long recognized in the theoretical l i terature. · ·crit ical junclures" 
offer an opportuni 1y  10 redefine the institutional states quo. As Capoccia 
and Kelemen ( 2007) put it. ··critical junctures [areJ relatively short periods 
of time during which there i s  a substantial ly heightened probabil ity that 
agents ' choices w i l l  affect the outcome of interest" (348). This moment of 
crisis and possible change is  potential ly important because a particular in­
stitutional order renects the preferences and interests of the actors that cre­
ated it. One of the most important examples of this possibility in contempo­
rary international relations is the highly institutionalized intema1ionaJ order 
created under the auspices of US  hegemony in the aftermath of World War 
II. The formation of key organizations such as the World Bank and the ln­
temational Monetary Fund ( IMF) was not simply a functional response to 
the demand for new international institutions. On 1he concnuy, the creation 
of the so-called Brenon Woods regime was in large part an expression of 
American values and preferences, which served to advance specific geopo-



24 China's Regional Re1sr1ons 

l i t ical and economic goals (Latham 1 99 7 ) .  In th is  context. Worl<t War I I 
was a qu in tessen l ial critical juncture that offered an opportunity for the 
United States to systematically rebuild 1he i111ernational system in way., thal 
reflected its values and i111erests ( Ikenberry 200 1 ) . 

Much the same happened in the aftermath or the Easl Asian crisis of the 
late 1 990s. albeit on a more modest scale. We provide a more detailed exam­
ination of this episode in subsequent chapters. At this point il is sufficient to 

note that !he crisis provided an opportunity for China to play a regional lead­
ership role and redefine the existing reg iona l inst i tut ional architecture 
(Bowles and Wang 2006 ).  In one of the most important and unforeseen con­

sequences of the East Asian crisis. the process of regional inst i tut ional de­
velopment was accelerated. Regional policymakers were made painfu l ly  
aware of  the fact Iha! the  region was exposed lo powerful external ac1ors and 
forces. which they had l in le control over or defense against. In  these circum­
stances the creation of indigenous institutions became an urgent priority and 
offered policymakers across the region the opportunity to develop a new in­
s1itu1ional architecture (Beeson 20 1 1  ) .  

As we explain in more detail in Chapter 6,  the  sign ificance of this  pe­
riod as far as China was concerned was that China was offered an opportu­
ni ly to both establish itself as a responsible regional c i l izen, and to push its 
own preferred vehicle for regional cooperation-ASEAN Plus Three ( A PT) 
(X. Zhang 2006). The point 10 emphasize at this stage is  that A PT offered 
an alternative vision of the region, its boundaries, and its membership to the 
one promoted by the United States. Furthermore. the abi l i ty  to determine 
which countries are insiders or outsiders is  potent ial ly crucial in the event 
that any institution becomes dominant and capable of selling a spec i fic set 
of rules, regulations. and nonns. 

Chinese policymakers and scholars are increasingly aware of !he poten­
tially important role institutions can have in defining both the extent and or­
ganizational con1en1 of any region. The United States achieved this sort of 
dominance and influence on a global scale (especial ly after the Cold War). 
and while China is not capable of achieving this sort of dominant interna­
tional position at this stage, the regional arena offers a more realist ic goal. 
a po�sibi l ity that is generating a wealth of policy-oriented commentary in 
China as a consequence. Notably, more and more Chinese slrategists have 
begun to promote the ide11 that regional policy should become the core part 

of China's grand strategy, a relatively new way of thinking given that Chi­
netie analysts have traditionally seen diplomacy between individual great 
powerli (da1:uo waijiao) ali being most important. A representative view of 
this new thinking has been developed by Men Honghua (2009) from the 
Central Party School of the Communist Party of China (CPC), who argues 
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1hat 1hc East Asian region should become the strategic focus in China's rise 
and that "China should push forward more comprehensive cooperation in 
East A!.ia and engage i tselr  in the construction of the common-interests­
based East Asian Community" (53 ) .  

Chin a 's Evolving Regional Policies 

China's regional policies are made more complex by two issues in particu­
lar. First. China 's  diplomacy is s t i l l  evolving rapidly and its policymakers 
and diplomats are st i l l  adjusting to a world that was not of their making. In­
deed. as we demonslrate in more de1ail in the next chapter, China's policy­
makers have had to deal with a diplomatic transformation that has been 
every bi l  as  remarkable and challenging as the more immediate economic 
change. Second, the very nature of the various regions with which China 
has to engage presents a number of different challenges. partly as a conse­
quence of regional  membership, partly because some of the goals of Chi­
nese diplomacy vary from region to region. True, the overwhelming. non­
negotiable, bottom- l ine concern remains China's "national interest," but the 
way this interest i s  conceived and pursued is more protean and contingent 
than th is  phrase might  suggest, as the chapters that follow demonstrate. Be­
fore we consider any parlicular manifestations of lhe national interest in de­
tai l .  though, we need to say something about a final aspect of regional poli­
cies that continues to highl ight  China's ambivalent attitude toward the 
imernational inst i tut ions that are such prominent par1s of the polilical di­
mension of regional ism. 

The principal  feature of regionalism is. by definition, an effort 10 insti­
tutionalize and mult i lateralize cooperation and policy coordination among a 
group of geograph ica l ly  comiguous neighbors. The fonnal definition of 
multilateralism-the capacity to coordinate relations be1ween three or more 
states-is wel l  known and at first blush unremarkable sounding. Yet Rug­
gie's ( 1 99 2 )  celebrated analysis of multi lateralism is worth quoting more 
fu l l y :  "What i s  dist inctive about mulli la1eralism is not merely 1ha1 it coor­
d inates national policies in  groups of three or more states. which is some­
thing that other organizational fomlS also do. bul thar ii dm:s so 011 the basis 

of cenui11 pri11ci11/es of orderi11g rt'laticms amo11g ll1tJSt.' states" (567. em­
phasis added ) .  

This defini 1 ion becomes more significant when we consider 1hat  the 
most consequen1ial institutions or the postwar order. and the benchmark by 
which olherl' have tended to be judged, were es1ablished under lhe auspices 
of US hegemony in the aftermath ot' Wllrld War II and reflect that country's 
values and inlerests ( Burley 1 993). As we explain in more detail in Chaprer 
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4. China is  perennial ly preoccup ied wi1h the idea of "US hegemony · ·  and 
what many Chinese scholars regard as ancmpts to contain China and thwan 
ils legi l imate ambi1ion. One of the most inllucntial and high-profile cr i l ics of 
US dominance is Wang J i s i .  dean of lhe Schmil of International Sludics at 
Peking University. Wang J i s i  ( 2005) argues thal US policy is  dc�igncd to 
support China's pmen t ial rivals in !he region . magnify conll il:ts and disputes 
between China and i ts  neighbors. and lhusly contain both China'!. rise and 
the cuhivalion of an exclusive ly East Asian form of regional development. 

Noteworthy about China's increasi ng ly soph ist icated fore ign policies is 

the recogni t ion 1hat muhi laleral insl i tut ions may ac1ual ly offer n way of 
pursuing na1ional interesls (Goldstein 2005; I .  Sohn 201 2). espec i a l l y  !he 
goal of l imi t ing lhe United States' abi l i 1y 10 act unilatera l ly. In other words, 
al though effective mull i lateral cooperalion may have 1he effec1 of l im i t i ng  
China's policy auionomy. i t  may  also do the  same lo the  United States. and 
1his mutual con1ainment may mean that lhe benefits of mul t i lateral partici­
pation could oulweigh the costs. according to some Chinese observers. In 
one of the earliest and mosl influential Chinese studies of mul 1 i la1era l ism,  
Pang Zhongying (200 1 )  suggests that  China should embrace mul t i laleral ism 
and nol  worry too much aboul possible balancing coal i t ions. Indeed,  Pang 
argues that mult i lateralism can actual ly serve China's national interests by 
reinforcing its security and gradually helping China to pursue its leadership 
ambitions in Asia .  This sort of th inking and the diplomatic practice i t  is in­
fonning seems 10 mark a new era in Chinese policymaking in which "re ly­
ing on existing institut ionalized channels to contest U .S .  hegemony, China 
i>eeks to increase its political influence and prestige through ac1 ive partici­
pation in, not confrontation with, the existing order" (Schweller and Pu 
201 1 :  53). 

Once eslablished, mul t i lateral insti1u1 ions may plainly take on some­
thing of a life of their own and come 10 have a possibly unwelcome influ­
ence over lhe behavior and policy aulonomy of their members ( Barnett and 
Finnemore 1 999). Also clear, however, i s  thal inst i tut ions reflect the inter­
ei.ts and ambitions of their most powerful and active members. Therefore. 
the contest to shape them assumes such potential imporlance: establ ish ing 
regional definition and purpose may have important path-dependent conse­
quences that are manifest in continuing, institut ional ized patterns of behav­
ior. The ASEAN way has become the operational template for many organ­
izations in Asia Pac ific, i l l ustraling the pOlential  of some inst i tut ions to 
eslablish the ordering principles that  detennine behavior in specific mul l i ­
laleral forums. 

China's diplomats and policymakers have had l i t t le d ifficulty in adjusl­
ing lo lhe modest demands of the ASEAN way and have sough! lo expand 
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i ts  in fh1c1w<.' through APT and simi larly configured regional initiatives such 
as the SCO. We <.'ons ider the success of such ini t iatives in more detail in 
.\ubsequcnl chapters. The general poinl to make here is that Chinese policy­
m;ikcr." and "cholars are i ncreasingly coming to argue that China·s active 
part u.: i pat ion in. and development of. regional mult i lateral institutions may 
give i t  the chance to define both the region and its operating principles. 1 1  
Some pol icymakers and scholars also recognize that such bodies may allow 
China to purwe i ts  trad itional national interests more effectively. 

Conclusion 

Regions have become a potential ly important part of the international system. 
We stress the word potenrially because much depends on how the operating 
rationales and behaviors of  reg ions are real ized. Much skepticism can be 
found among international relations theorists about the potential of interna­
tional imtitutions genera l ly  and about those found in East Asia in particular 
(Jones and Smith 2007b; Ravenhi l l  2009). In the case of East Asia the skep­
t icism appears at least part ia l ly  warranted. As we shall see in subsequent 
chapters, for all the growing interest in institution building in East Asia (and 
Asia Pacific, for that matter), thus far at least, the impact of such institutions 
has been l imi ted, which. as the doubters would argue, is precisely the way the 
region's el ites want it: a continuing preoccupation-especially in East Asia­
with sovereignty and a residual wariness about possible constraints on do­
mestic autonomy mean 1hat any EU-s1yle sovereignty pooling is likely to be 
fiercely resisted. The construction of something like the European Commis­
sion with all the legal and regulatory compulsion that i t  impl ies is an even 
more remote prospect (Kahler 2000). This tendency lo resist was true before 
the current crisis gripped the EU: in the aftennath of the crisis, the possibilily 
that Asians will fol low !he European lead is even more remote. Indeed, some 
argue that the EU ough! to be taking lessons from the likes of ASEAN. rather 
than vice versa (Mahbubani 2008) .  

At the very leas l ,  such views suggesl a l'Ouple of things. First, a good 
deal of sensi t iv i ty s t i l l  exists in Asia about the sometimes condescending. 
sometimes intrusive, policies of  institulions such as the EU and more par­
ticularly the I M F  ( H iggott 1 998) .  Second. no reason can be given to sup­
pose that the East Asian tor Asia Pacific) experience will necessarily repl i ­
cate lhat o f  Europe or anywhere else. I f  nothing else, the recent crisis in 
Europe serves as a powerful reminder that not only is the EU nol withour 
its own profound problems and design flaws, but any idea that it represents 
some sort of functionally superior. quasi-teleological trajectory of European 
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"best practice" needs lo be abandoncd. 1 !  Europe i s  not !he only mmlcl of. or 
benchmark for. regional development (de Lomb:icnk ct :1 1 .  20 1 0 ) .  H ow­
ever. Europe·s recent experience does not necessari ly mean that ideas of re­
gional integration and cooperation are also doomed or unsusta inable .  On 
1he contrary. regionalism remains anractive 10 governments prec i se ly be­
cause of whal Peter Katzenslein (2005) calls "ne ighbourhoml effects" ( 2 3 ) .  
especially regionally based economies of  scale. 

Thus. the reasons regions became prominent parls of the "global" ins t i -

1u1ional architecture remain as salienl as ever. At one level . the cont i nuing 

integralion of economic activily within specific geographic spaces hus i m ­
porianl pol i 1ical effects. some of which have major regiona l consequences. 

The shif1ing re lationship between poli1ical and economic power has been 
one of the defining features of the literature on globa l iza1ion and led 10 in­
flated claims about the demise of the stale (Ohmae 1 996). As we shall see. 
the rise of so-called state capitalism and the East Asian lradition of state-led 
development serve as powerful reminders that not only i s  the slale no1 in­
evitably fading away. but capitalism may be organized very differently 
across 1he world (Hal l  and Soskice 200 1 ). China is, of course. the most im­
portant expression of this possibility. And yet even in China, as we explain 
in more delai l  in  Chapter 3,  · · 1he state" is far from monol i lh ic or immune 
from the influence of powerful external and internal forces. In th is regard, 
it would be more accurate to say thal even in  China, the state i s  being re­
shaped ra1her than simply undermined by forces associated with globaliza­
tion and the transnationlization of economic act ivity (Brenner 2004) .  In­
deed. one must  recognize that ,  in what Andrew Hurre l l  ( 2007) ca l l s  the 
"paradox" of regionalism. · ·a  successful move beyond the state depends on 
the existence of reasonably well-functioning states" ( 143) .  

Regions are arguably becoming more importanl in  this context as they 
provide an intermediate link and arena for political act ivity in  an environ­
ment where •'international relations are in 1he process of undergoing a ver­
tical reorganization in which the emphasis is  shifting both upward and 
downward from the nalional level" (Vayrynen 2003 : 44). Even i f  th is  
process has not gone as far in East Asia as it has in  Europe because of the 
absence of s imi lar levels  of institutional infrastructure ( Beeson 200 1 ) , as 
economic activity becomes increasingly integrated across national borders, 
the demand for supportive regulatory agreemenls and political coordination 
inevitably wil l  grow. The notable growth of free 1rade agreements is  per­
haps the most obvious manifelilalion of this push by economic actors seek­
ing to reduce transaction costs <M i lner 1 997; Dent 20IO).  Also evident, as 
we saw in the case of China's WTO accession, is thal regional agreements 
have the potential to lock in po!isibly unpopular or contentious reforms and 
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!hereby become an imporlanl parl of domeslic poli1ics in lhe process (Oman 
1 994) .  

Despite lhc grow ing s ignificance of regions as centers of policymaking 
allention :md economic activity, and the potential advantages they offer in 
addrc s !<. i n g  t ransnat iona l col lective action problems and fac il itating eco­
nomic act iv i ty. their importance and possible role are ult imately de1ennined 
by contingen1 local circumstances. Where general instilutional development 
is  l i m ited.  so too is the role of regional organizations. placing potential lim­
ils on regiona l organizalions as either an influence on, or an instrument for, 
the pursuit of national ly detennined foreign policy goals. Some of China's 
"reg ions" ex is t  primarily as geographic signifiers or aspirations. Others are 
beginn ing to develop real inst i tutional weight and influence and may con­
sequent ly  both constrain and fac i l itate China's foreign policy ambitions. 
Considering China's  policy in  the context of its regional neighbors helps us 
to understand why Chinese policy has different impacts and even goals in  
d ifferent areas . I t  a lso helps us  to understand the varied importance of re­
gions as a parl of the contemporary international system in which China is 
an increas ing ly  i mportant player. Before we look at indiv idual regions in 
any deta i l ,  !hough, an explanation is  important as to how China has come to 
be once again the most important country in  Asia. 

Notes 

I .  One of 1he most influential s1a1emen1s on collec1ive action problems and the 
po1en1 ia l ly  imporlanl role imuitutions can play in  resolving them has been provided 
by Ostrom ( 1 990).  

2 .  Yan Zhongping i s  a Marxist  whi le Yang Hongbo operares in a broadly na­
tionalisl  tradit ion. 

3 .  Suzan ( 20 1 2 ) argue� 1ha1 1he separation between regions before European 
expansion means 1ha1 we should consider Wes1em Europe and Easl Asia as inrema­
tional syslems i n  !heir own right. Al the very leasl . we musl recognize 1he absence 
of external i n fluences at 1h is  l ime. 

4 .  A deba1e i s  growing aboul China·s h istorical impacl generally and aboul 
Kang's (2003) 1hesis in  part icular. Some scholars poinl to 1he expansionisl and ag­
gress ive aspects of  Chinese foreign policy at differenl times in  his1ory and argue 
1ha1 recenl evenls  raise doubls aboul the stabi l i ty 1hesis. See Hui (20051 and Cun­
ningham-Cross and Callahan ( 20 1 1  ) .  

5 .  On the general deba1e abou1 al l iances in China and 1heir potemial impacl on 
policy. see F. Zhang ( 2 0 1 2a).  

6.  There are now numerous dis�·ussions by Chinese scholars of lhe European 
experience and i1s 1heore1ical impl ica1ions. Xiao Huanrong's ( :?0031 book Diqu 
Zlmyi: Lillm tlf.' Li.du· Yw1jit1 ( Re-gionalism: H isloricad Evolu1ions or 1he Theories) 
was very imporlant as i t  in1roduced the major 1heories or regionalism to a Chinese 
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audience. A growing number of studies have been done on comparative rcgitllla l i sm, 
especially be1ween East Asia and Europe or bc1ween the .. old" anl l  thc ·· new" re­
gionalism. See, for example. Wang Chuanxing (201 1 )  and Qiu Fahua ( 20 1 1  ) .  

7. For an  overview ofgeopoli1ical studies in China. sec  Ye Zichcng ( 1 998) .  On 
the influence and ideas of Halford Mackinder, who is generally seen as lhc founding 
father of geopolitical thinking. see Kaplan (20 1 2 )  and Keams (20!  OJ. 

8 .  A substantial li1era1ure on Easr Asian regionalism has buih up. For rcprescn-
1a1ive examples. see Deni (2008), Munakala {2006). and Frost (2008). For more 
skeptical views, see Ravenhil l  (2009), Lincoln (2004). and Jones and Smi lh  
(2007a). For a comprehensive overview, see Beeson and S1ubbs (20 1 2) .  

9. The "ASEAN way" is used 10 refer to 1he s1yle of consuhative, conscnsus­
based decisionmaking 1ha1 has emerged in Southeast Asia. See Acharya ( 200 I ) . 

IO. For a discussion of regional interaction from a Chinese perspeclive, see Ma 
Rongjiu (201 0). 

1 1 .  For example. Gao Fei (2010).  a scholar in the China Foreign Affairs Univer­
sity. argues lhat China's diplomacy in 1he SCO has been qui1e successful in promot­
ing its New Security Concepl. New Development Approach. and New Civi l ization 
Outlook in the region. Similarly, another of China's leading analysis. Fudan Univer­
sity 's Shi Yuanhua (2005). has emphasized the positive role played by 1he S ix-Party 
Talks and the potential for developing security cooperation mechanisms 1ha1 can re­
place the largely Cold War-derived s1ructure that exists in Northeas1 Asia. 

12 .  The most widely cited exposition of this thesis is offered by Manners 
(2002). 
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China Transformed 

C h i n a  is a c o u ntry l i ke no other. Much the same could be said about 
any country, perhaps, but aspects of Chinese history set it apart and influ­
ence the way Chinese policymakers and even ordinary people view their 
country and its place in the world. Indeed, speaking of "Chinese exception­
alism" in much the same way as Americans describe what they think of as 
their unique historical mission is becoming fashionable (T. Smith 1 994; 
Callahan 2 0 1 2a; F. Zhang 20 1 3) .  In China's case, claims to exceptionalism 
flow in part from the sheer length of its history: no other country can com­
pare with the continuity of civi l ization in China or its dominant position in 
regional affairs (Jacques 2009). For all its contemporary significance and 
power, the United States looks like something of a Johnny-come·lately when 
compared 10 China. A lthough we might expect that the two countries that are 
currently the mosl powerful in the world mighl take themselves rather seri· 
ously, both the United States and China are strikingly dedicated to the idea 
that they are each fulfi l l ing unique historical roles. We may have become ac· 
customed to the United Slates behaving in this way. but in China, too, 
prominenl nationalists such as Wang Xiaodong (2008) argue that China's 
destiny is 10  become a great power, while Zhang Weiwei (20 1 1 )  suggests 
that China is pursuing an historically unique developmental trajectory. 

Because hislory has such an important and enduring innuence on 
China's contemporary policies. in lhe first part of this chapter, we provide a 
brief snapshot and reminder of China's unique inheritance. While the princi· 
pal concern of this chapter, like the book as a whole, is contemporary rela· 
tions and attitudes, a degree of path dependency is present in their evolution. 
Consequently, we initially provide some his1orical context and commen1uy 
on Chinese attitudes toward China's historical development and its singular 
place in what we now think of as the region's history. The presence and sue· 
cess of the tributary system in China epitomizes the country's unique histor· 
ical position and highlights wh111 is a distinclive feature of regional develoP"" 

3t 
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mem. The suhsequenl discussion of 1hc contcmpor:iry pcrimt :rnd lhl' n:volu­
l ions 1ha1  shaped ii becomes more comprehensible as a conscl1ucncl' of these 
earlier events and sensibi l i t ies. So. 100. do the :11 1 i 1udcs of pol il·ymakcrs ilnd 
commen1a1ors. Because of the period ical ly tr:mmatit' nature of ('him:sc his ­
tory and social upheavals 1ha1 have purn:matcd i i .  an undcrst:mdablc prcoc­
cupal ion wi1h maintaining social stahi l i ly can be found. C!<ipcci:1 l ly  m a t ime 
of profound economic change tCa l lahan 20 \0) .  He Zhenhua (2005 ) .  for ex­
ample. has helped articulate lhe official position thal secs soc ia l  s tabi l i ty :is 
a precondition for pol it ical order. Wang Sh:1ox ing. (2012) goes further and 
sugges1s rhal the CPC has 1he respons ib i l i ty  of main ta in ing order i n  the 
mids1 of modernization. 

Jn the bulk of this chap1er. we provide an overv iew of the economic 
transforma1ion that has made China such a poten l i a l ly important actor in 
world affairs. As well as detai l ing some of the more visible man ifestat ions of 
1his process. we give particular considera1ion 10 1he way such economic de­
velopment has influenced domestic "social relations," to borrow some rather 
apposite Marxis1 jargon. Paradoxically. as we shall see. economic expansion 
and rising l iv ing s1andards have had rather less impact on the general popu­
lation 1han we might have expec1ed. and rather little indication can be found 
that China is about IO replicate the Western experience. Not only is  China's 
rapidly expanding middle class not clamoring for polit ical r ights and l i beral­
ization in quite the same way much Wes1em political theory might lead us to 
expec1, bu1-1hus far. at least-the CPC remains firmly in charge of domes­
tic and foreign affairs. 1 For many Chinese commentators, this situation is ex­
actly as ii should be. Li Chunling (201 la) argues 1hat while China's expand­
ing middle class contains a growing plurality of political views, those in lhe 
middle class are generally satisfied with the status quo and incremental 
change, while Wen Tie jun (20 1 2) highlights the ra1her ironic absence of 
class consciousness in China-an obstacle to polilical mobil ization. 

The principal reasons for dwell ing on the extent and sty le of China 's 
economic transformation are lwofold. First, at the risk of stat ing the obvi­
ous.  i i  is why we are al l  interested in China.  The scale and speed of China's 
economic expansion is historical ly unprecedented. China's success not only 
makes it of theoretical interest-how did China do i t ,  and are there lessons 
to be leamed'?-but i t  has profound practical impl ications. 100. Second. 
China'5 economic rise is important because it is forcing a process of adjust­
menl in the rest of the world. Countries in 1hc region or lhe wider world 
may not nece5sari ly  l ike the fact that China is too big to ignore, bu! they 
have litt le choice other than to make the best of i t .  China's neighbors may 
also need to recognize that China's economic transformation is  giving i i  
both a new se1  of policy priorities and a greater capac ity to pursue them. 
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History Matters 

Perhaps no nthcr country currently e'dsts in which the h istorical legacy 
muller� more than in  China .  The reasons for the past's importance are not 
hard lo d i �ccrn: China has simply had more h istory than anywhere else, or 
at least more of the "c iv i l ized," recorded variety. For some 4.000 years. so­
cial and pol i t ical  ent i t ies have ex isted that we might describe as manifesta­
tions of some sort of Ch inese c iv i l ization. and this longev ity has given a 
shape lo the way Chinese people have tended to think about themselves and 
their country. Lucian Pye ( 1 985)  famously suggested that thinking of China 
as a c i v i l izat ion,  rather than just another country, actually makes more 
sense. Either way, as a country or a c iv i l ization, that China's distinctive and 
enduring role in  human affairs d idn' t  impart some sense of the exceptional­
ism or d i fference noted above would be surprising. Espec ially striking in 
the Chinese case is  that for hundreds of years Chinese polit ical el i tes were 
actua l ly  encouraged to take themselves seriously and assume that China 
was r ightfu l l y  at the top of a hierarchy of nations. Even more remarkably, 
perhaps, China 's  leaders' bel iefs about the superiority of the country and its 
cullure were re inforced by the actions of China's neighbors. 

The tr ibutary system is  a unique system for managing regional rela­
t ions. Dat ing back to the Tang dynasty ( 6 1 8-907 ) ,  China's neighbors ac­
knowledged its status as the leading power in the region by sending diplo­
matic delegations to  pay homage. A t  one level this ritualistic performance 
had a l im i ted impact on the subordinate powers that acknowledged China's 
superior s ta tus .  But w h i le the tribute system may have been largely sym­
bolic, i t  provided an important stabilizing intluence in a region with no for­
mal mechanisms wi th  which to manage intraregional relations. David Kang 
(20 1 0) suggests that "'far more than a thin veneer of meaningless social lu­
bricants. the tribute system und its ideas and institutions formed the basis of 
relations between stutes" (I 0) .  Kang (2003) has also pointed out thal when 
China has been strong. the h i storical record suggests that what we now 
think of as East Asia has generally been stable and relarively peaceful. Such 
arguments have been ut i l ized and developed by Chinese scholars and offi­
cials eager 10  dampen fears abou1 the implications of China's rise (see Y. 
Cheng 2006. for example) .  Some officials like to use the historical example 
of Admiral Zheng He's celebrated voyages lo suggest lhat Chinese expan­
sion can be compatible wilh trade and nonaggression (see Y. Zheng 2009b). 

Kang 's analysis has been subject to a good deal of criticism and his de­
piction of Chinese stability has been challenged, both from an historical per­
spective (Hu i  2005 ) and especially in  light of China's recent, increasingly 
assertive behavior in  various regional territorial disputes (Cunningham-
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Crosi. and Cal lahan .20 1 1 ) . While some mcril pla in ly  c x i s h  i n  thc �l' cr i t i ­
c i sms .  the  genera l point 10 make about Ch ina ' s  prnmincnt h i s tor ica l  rnlc in 
the re{!ion i s  thal firs1ly. i i  is not unprecedented. and second ly. Ch i na wm. in ­
srrumental in crea1in{! some of the region's most  dis t inct ive ins t i lu t ions .  As 
Zhang and Duzan (20 1 2) point out. "fundamental ins l i l ll t ions  defined :md 
shaped by these lh isrorica l and social I processes do not just rcllecl the hege­

monic inst i tut ional preferences. but ;1 lso represenl a col lect ive so lu t ion in­
\•ented by. and consenied lo among. East Asian states to the perennia l  prob­

lem of inter·state conflict. co-existence and cooperation" (34) .  
For our purposes what is s ignificanl abou1  lhe 1ribu1ary sys lcm is thal i i  

provides a reminder of 1wo importanl under ly ing rea l i t ies . F irst Ch ina  has 
been al  the center of whal we would now call regional affairs for more lhan 
a thousand years. Second. i ntraregional re lat ions can be organ ized in a va­
riety of ways: the sort that  prevail i n  Western Europe or even conlemporary 
East Asia. for that mailer. are not the only possibil it ies. which explain s  the 
growing interest in developing Chinese perspectives on. and theories of. in­
lemational relations (Callahan 2008: Qin 2009). A lthough recogn iz ing  the 
contingent. t ime- and place-bound nature of regional relations is  important. 
most i.ignificance at this point is 1he way China's system of managing re­
gional relations came to an end. 

Although China has been the leading pol itical. economic, and cu l tural 
force in the world for most of human history, "the world" was highly cir­
cumscribed and limited by geography for much of that t ime. Simply put. 
until Western Europeans began to explore and forcefu l ly integrate parts of 
the world that were hitherto largely unconnected, speaking of "world" af­
fairs or sensibil i t ies al all was not meaningfu l .  One cannot possibly deal 
comprehensively with the queslion of why i i  was .. the Wesl .. rather lhan 
" ' the East," or more parlicularly China, 1ha1 wenl on to become dominant 
here.2 However. a few general points are worlh emphasizing as they help 10 
explain why China was so profoundly affected by the impacl of European 
imperialism-the legacy of which can be fell to this day-and just how 
much China has changed over the past 1 50 years or so. 

First. following the deliberate inward tum that occurred under the 
Ming dynasty 0 368- 1 644), during which foreign exploration and contacl 
were actively discouraged, Chinese elites were poorly placed to respond to 
the increasingly insistent demands for economic opening that were coming 
from Europe. The contrast with the currenl situation and lhe sophisticated 
understanding that Chinei;e el i tes generally have about the international 
system and China's place in it is noteworthy and revealing. In the eigh­
teenth and nineteenth cen1uries, however, China's political estublishmenl 
and governance structures were characterized by lhe "ethnocentric compla· 
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ccm:y of Con l uc i a n  offic ia ls  and lhe imperviousness of Chinese cullure lo 
ou1:-. idc  :-. t i m u l i  . .  ( l-l s i.i  1 9K 3 :  1 06 ) . China's rulers thought they had l ittle to 
learn ur ga i n from interaction with the Wesl and 1hat their system was in­
herent ly supe rior. an all i lude lhal would lead directly to the end of lhe dy­
nm.tic :-.ys 1cm and nat ional  humi l iation at the hands of European powers 
and-even more gal l ing ly-Japan. Indeed, the very different responses 1ha1 
were l r iggcrcd by extensive contact with 1he Wesl in Japan and China serve 
as a powerfu l reminder that nothing is inev itable abou1 1he impacl of exter­
nal chal lenges and pressures; what matters is the response of political elites 
and pol icymukers i n  part icu lar  and the societies of which they are a part 
more genera l l y  ( B eeson 2007a) .  

The second general point to emphasize,  therefore, is that  China's  re­
sponse to European expansion and intrusion into a region in which it had 
previous ly been dominant was feeble and inadequate and revealed the com­
parat ive i n feriority of  Chinese insti tut ions-at least when confronted with 
Europe 's h igh l y  e ffect ive pol i t ical ,  economic, and technological innova­
tions ( Wong 1 997) .  Ironically, Western expansion and development owes a 
good deal to Chinese ingenuity along with a host of Chinese inventions and 
innovations, such as gunpowder, paper money, and sophisticated navigation 
(Hobson 2004) .  Yet as became plain during Europe 's expansion into Asia, 
wh i le  Ch ina 's leaders had made comparatively l in le use of such wonders, 
the Europeans would u t i l ize them to their full imperialistic poten1ial. Para­
doxical ly .  Ch ina 's relat ive stabi l i ty  internally and within the region was a 
source of v u lnerabi l i ty ( Fairbank, Reischauer. and Craig 1 965). Europeans. 
by contrast, were cont inual ly at war and locked in  a relentless struggle for 
security. a process tha1 led to the development, through consolidation, of 
lhe nation-state as the most powerful and effec1ive polil ical entity in hislory 
(Spruyt  1 994) .  When the emergent stale i s  combined with lhe implacable 
dynamism of  growing capital ist  economies, 1he impact on China was pro­
found and irresis l ib le--especia l ly when reinforced by Europe's military su­
periority ( A bernelhy 2000). 

The story of China 's  descent into chaos, warlordism. and civil war in 
lhe aflermalh of the col lapse of 1he Qing dynasly ( 1 644- 1 9 1 1 )  has been 
told many t imes;' and we have no in1en1ion of 1rying m retell thal complex 
and lrauma1ic slory here. However. this period remains such a pivotal mo­
ment in  China 's  modern h istory 1hat a few remarks about i i  are necessary. 
however cursory. Importantly. and somewhal counterintuilively. we need to 
recognize that the ground work ror the modemiza1ion and reconstitution of 
China's  pol i t ical  an itudes. legal insl i lulions, and social values was estab­
l ished in  lhe lasl days or the Qing dynasly, when a series of belated reforms 
were underlaken ( Y. Zhang 1 9 9 1  ) . While 1he impl ications of profound so-
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cial change may have iaken del·ades 10 work lhcmsclvc� ou1 .  th.11 the old 
imperial order was dead was ev ident even if prcl· iscly whal \\.i\S going lo 
replace i i  was less clear. One of lhe most impor1:1111 forces that emerged at 
1he beginning of the twentieth cenlury in China. :1s it had been in Western 

Europe in the nineteenth. was nationalism (S .  Zhao 2004: G .  Wu 2008 ) .  h 
remains a powerful undercurrent in Chinese society and one tlrnt prcseni­
day leaders struggle 10 control and direct. 4 

Although many outside observers worry about the des1abi l i1 .ing potcn­
lial of na1ionalist sen1iments and forces in Chim1 (Gries 2004 ) ,  we should 
not be surprised about its exislence and importance. Not only was mu ional­
ist sen1imen1 a profoundly impor1an1 part of the European experience and 
1he political refom1s 1ha1 underpinned ils collective dominance of the intcr­
na1ional system (Gellner 1 983).  but as recent events in Europe remind us,  it 
retains a po1ency even in the mos1 insli tul ional ized of regions ( Barber 
20 1 2 ). Especially noteworthy is 1hat. despite !he emphasis placed on ideol­
ogy when considering the rise of communism in China. Mao Zedong fa­
mously used nationalis1 sentiment to mobilize lhe peasantry during 1he u l l i ­
mately successful campaign to unseal the  avowedly nalionalisl forces of the  
Kuomintang during the  Chinese civi l  war  ( 1 927- 1 949) (C .  Johnson 1 962) .  
Nationalis1 sentiment remains a polent ial ly powerful tool of mobi l izat ion.  
albeit one with inherently unpredictable outcomes. l l s  overa l l  role, as Zhao 
Suisheng (2004) astute ly points out .  has been "lo compensate for 1he al l -
100-evidenl weakness of communist  ideology in the pos1communis 1  era .  
Pragma1ic leaders fashioned nationalism to sui 1  their needs because i i  had 
the effect of removing differences within the country and replacing 1hem 
wi1h a common. hegemonic order of the Chinese nalion-slate" (245).  

A preoccupation with national slabi l i ty has been 1he a l l  100 prediclable 
consequence of the traumatic even1s of 1he first part of lhe 1wentieth cen­
tury. Na1ionalism in par1 icular. and a more general concern aboul sover­
eignty, have been recurring features of public policy and domestic poli t ical 
discourse. In this regard. 1he preservalion of sovereignty and autonomy is a 
priority 1ha1 China shares wi1h many of its neighbors and something that 
provides a polential common basis for regional coopera1ion, as we shall 
i>ee. In China's case, lhis preoccupation is hardly surprising: in addition to 
the civi l  war's self-inflicled wounds. China also had to cope with invasion 
from Japan. an event that continues to haunt bilateral re laiions to this  day. 
We say more aboul !his situation in Chapter 6, but one cannot emphasize 
enough jusl how imponanl such historical evenls remain in shaping and 
limiting intraregional relations. They also exened a powerful influence over 
lhe developmen1 of domestic politics, which in lurn delimits whal is  feasi­
ble in eXlemal affairs. Therefore, oullining some of the key features of the 
Chinese polily is impor1an1 as it remains distinctive and consequential .  
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China's Domestic Politics and the Policy Process 

The mo:-.t importanl and dist incl ive feature of China's political sys1em is 
1hat i i  i :-.  "communis t . "  We place !his word in quotalion marks not becau§C 
its currenl meaning in a Chinese context i s  very different from what the 
founders of the People 's  Republic of China had in mind when they consol­
ida1ccl the revolut ion under Mao's leadership in 1 949. Despite Mao's prag­
matic att i tude during lhe c iv i l  war noted above, he was no doubt a commit­
ted revolu l ionary. and "Mao Zedong thought" was broadly but clearly in 
l ine wi 1h  1he principles of Marxism-Leninism (Knight 2005). The fact that 
Mao adap1ed Marx:isl ideas to a Chinese context is arguably less significant 
than 1he abandonment of such ideas by today 's leaders-other than as a 
rather r i 1ual is t ic invoca1ion 1ha1 is more concerned wilh preserving political 
conl inu i ty  and social s 1abi l i 1y than i i  is with ideological or conceptual pu­
rity ( Dickson 2003 ) .  Communism-or socialism, for 1ha1 matter-may 
never have actual ly  ex isted in  China, but that has not stopped ii from pro­
viding the ideological g lue  with which 10 hold the counlry together and jus-
1 ifying the cont inu ing primacy of the CPC itself. As a result. and the rela-
1ive fa i l ure o f  the G reat Leap Forward and the Cullural Revolution-bolh 
of wh ich  have been airbrushed from contemporary Chinese history�­
notwithstanding,  Mao continues to occupy a pivotal place in the narrative 
of China's  postwar recons1ruction and renewal . Indeed, the CPC has a spe­
c i fic edict  on Mao's  h istorical slatus. which stresses the centrality of his 
con1ribution 10  China ·s h istorical developmenl (see Cen1ral Committee of 
1he Communis t  Party of China 1981 ) . This interpretation ra1her glosses over 
the increasingly widely known "mistakes .. of his later years. The most sig­
n i fican1 recent statement on Mao's status was provided by Hu Jintao in his 
repor1 to 1he Eighteen1h National Congress in which he emphasized lhe im­
portance of Mao·s leadership in eslablishing the basis for subsequent eco­
nomic developmenl .  

The most important and dist inc1ive feature of con1emporary Chinese 
polil ics i s  1he conl inuing prominence of lhe CPC. True. other nondemocra­
t ic .  even aulhoritarian reg imes rule in Asia. bu1 none has achieved quite the 
cenlra l i ly, control. and unchal lenged dominance of 1he Communist Party in 
China .  A s  Richard McGregor (:!010) poin1s ou1. "lhe Par1y 's  genius has 
been its leaders " abi l i ly in the last three decades 10 mainlain lhe political in­
stitutions and aulhorilarian powers of old-style communism. while dumping 
the ideological straightjm.:ket that inspired 1hem" (26). In other words. the 
primary goal of  the CPC has become regime preserva1ion and accelera1ing 
the economic developmental prol·ess that has largely come to underpin and 
legitimate it ( Y. Zhu 2011 ) . The leng1hs to which I his stil l-authorilarian po­
li1 ical system would go to protect itself lllld maintain its authority were re-
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vealed during the bru1al crackdown on prodemocracy acti\'isl),  in Ti:mun­

men Square in 1 989. Francis Fukuyama ( 20 1 1 )  has suggcstc<l that China 's 
dynastic heritage has actually provided the basis for what he <lcscribcs us 
"high-quality authoritarian government" ( 3 1 3) .  Clearly he is  not celebrating 

the state 's repressive capabi l i t ies. but he does usefully h igh l igh t  1hc con1i­
nui1ies lhal underpin the dominant role of the stale in China.  wh:i tcver the 
prevailing ideology may be.6 

Unsurprisingly for a regime in which 1he party s t i l l  mai n ia ins  11 c lose 
grip over pol i rical activily, commentary among Chinese scholars about its 
role remains limited. muled. and often rather uncritical . 7 Although debate is 
growing about lhe na1ure and direc1ion of foreign policy, as we shal l  see in 
subsequent chapters. discussion of domestic policy remains much more c i r­
cumscribed (Wright 20 ! 0). Neverlheless , highl ighl ing some of the more 
salien1 features of the policymaking process is important as doing so helps 
10 explain 1he forces that shape the regional policies with which we are es­
pecially concerned. The key point to emphasize here is that because China 
is nondemocratic, not only are most political processes not subjec1 to the 
sort of notional accountability they enjoy in the Wes1. bu1 they are generally 
completely opaque as well .  The process by which membersh ip  of 1he Cen­
lral Committee-which along with the Politburo Standing Commit tee 
(PSC) is one of the most powerful political bodies in China-is renewed is 
perhaps the most notorious and certainly the most consequential example of 
Chinese political power in action.8 Pivotal decisions about pol i t ical  author­
ity and power remain internal to the party itself, and thus far only the per­
sonnel changes, not the central position of the parly as the primary deci­
sionmaking body in the country (Saich 2004 ) .  

Although the Central Committee remains the paramount decis ionmak­
ing body in China, below the committee are s ix major "cluslers" of bureau­
cratic responsibil i ty, defined by their functional roles: economic ,  propa­
ganda/education, organizational/personnel, "c iv i l ian coerc ive," m i l i tary, 
and the CPC's territorial committees. This complex structure, i n  which no 
single body has authority over the others, has been famously characterized 
as "fragmented authoritarianism" (Lieberthal 1 992:  5) .  In the early period 
of China's development under the CPC, this description seemed especial ly 
apt as it  captured the essential ly top-down na1ure of the decis ionmaking 
process in China, as well as internal struggles for power within the regime 
il5elf. In many ways this characterization st i l l  stands: factionalism, patron­
age. personal loyalties, and guunxi. or personal networks and connections, 

remain central features of political life in China and important delenninants 
of 5ubsequen1 policy initiatives (Cai and Treisman 2006; Shih 2008). 

And yet powerful forces have been at work within China over 1he lasl 
thirty yea.rs or so, and these forces have begun to reconfigure 1he in1ernal 
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procC!'.Sl'" and st ruc tures of the Chinese state. On the one hand. the sheer 
complex i ty  of  the po l icy making process has meant that more and more spe­
c ia l is ts arc be ing integrated into the pursuit of state goals (X. Zhu 20 1 3 ) .  
On the other hand. the nature of this incorporation has begun to change the 
way state personnel th ink and act. As we suggested in the previous chapter. 
compe l l ing ev idence suggests that many policymakers. espec ially in the 
area of fore ign affairs, have been "socialized" into new nonns and behav­
iors. Equ a l l y  important, the need to either util ize, or increasingly be seen to 
take notice of, a wider range of actors seems to be changing the very nature 
of the system of fragmented authoritarianism. In  this regard. Andrew 
Mertha ( 2009) i s  worth quoting al length: 

The inst i tut ions that arose during the pre-refonn era have adapted 10 1hc 
issues facing China today only imperfectly. The problems these bureaucra­
cies face are arguably more fast-moving and complex than had been the 
case under M ao. . . The state has responded by delegating responsibil ities 
to economic . social and other types of actors (whether NGOs (nongovern­
mental  organ i zations ] ,  .rhiye danwei (public institutions]. or other non­
state or quasi-state hybrids) under the rubric of "small state large society" 
(xiao zhenKfu da sheliui) . . . (and) there seems to be a gradual recognition 
by state actors that as information becomes more accessible in China as a 
whole,  experts who arc versed or l i terale in such information arc useful, 
and the state actors (who do nol possess the same skills) therefore seek out 
such expert ise .  F ina l ly, there i s  a reinforcing effect whereby success 
breeds more success: once policy entrepreneurs arc allowed to participate 
and their  efforts contribute to an outcome 1hey deem successrul withou1 
drawing prohib i 1 ive  sanctions. they set a precedent and arc {cautiously) 
emboldened. ( I  00 I )  

The principal arena i n  which such changes have played themselves out 
and lhe primary driver of inst i tut ional change in  the first place have been 
economic reform and development. Consequenlly, we need to say more 
about 1h i s  complex process. which continues 10 shape internal reform and 
which provides the context for external relations. 

The Economic Transformation and Its Con11quencas 

One does nol have to be a crude materialisl or economic delenninist 10 rec­
ognize 1hat social and even polit ical processes in China have been pro­
foundly affected by the 1ransformation that has occurred in  the economy. 
The process of economic opening tha1 began in the late 1 970s has not sim­
ply raised the l iv ing standards and l i fe expec1a1ions of mil l ions of people 
who were formerly mired in seemingly inescapable poverty. but it has also 
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reinslaled China at the cenler of world affairs. In  short. l'Olllllll' l l l a l ors and 
policymakers around 1he world are interested in China pri1m1r i ly  IK·causc of 
ils remarkable economic development. Whether other nnm tril'), �l'C China 
as a po1en1ial role model .  a trade and in\'cstmenl pilrtncr. or ;1 tlm:;it 10 the 
established order. they have l inlc op1ion 01her lhan 10 take ser ious ly  the 
challenge China presenrs and the adjustments i t  compels. 

Nor 10 resorring to cl iches is d ifficult when allcmpling 10  describe 
China's economic development. but everything about Chinu's economic 
1ransforma1ion really is unprecedemed. So. too. is i ts impact .  Not  only  the 
Chinese themselves are being affected by this process: so too i s  the rest of 

the world (Arora and Vanwakidis 20 1 1 :  Das 20 1 1  ) . Countries as fur a field 
and as unalike as Austral ia and South Africa are having to adjust  to 1hc im­

pact of China's apparently insatiable demand for  energy and raw materials :  
they are seeing their economies and even their polit ical systems change as 
a consequence ( Beeson. Soko. and Yong 20 1 1  ) .  Remarkable as all this is, 
even more difficult to comprehend i s  that China's economic transformation 
from a peripheral. largely agricu l tural economy to  the world's second 

largest has occurred within l inle more than th irty years. Even though China 

is still home to many poor people. the sheer scale of the economic develop­
ment that has occurred there has l i fted many more out of  poverty and col­

lectively propelled China to the forefront of the global economy. Chinese 
development is complex and not wi1hou1 contrad iction, but the overall  pic­

ture is overwhelmingly positive. growing concerns about the e n v i ronment 
and inequal i ty notwithstanding (see. respect ively, Economy 2004; D .  L.  
Yang 2006). The big question is, how did China do it? 

Development with Chinese Characteristics 

Although some significant progress toward industrial izat ion was made 

under Mao and a developmental model largely based on the Soviet  experi­
ence, not until the 1980s did the economy real ly  begin to take off (G.  Whi te 
1 993 ) . The limits of the Soviet model were exacerbaled by lhe fol l y  of the 

Great Leap Forward and a disastrously misconceived auempl 10 col lect ivize 
agricultural production in China. Not only did m i l l ions die in the ensu ing 
famines 1ha1 gripped China as Mao's reforms failed to produce the expected 
results (Becker 1 998). but this enormous social experiment provided an im­
ponant lesson for subsequent leaders. especial ly Deng X i aoping. 

More than any other figure in  contemporary Chinese h is tory, Deng i s  
responsible for the  economic transformation in China .  Deng recognized the 

l imits of Maoist economics and was wily enough to reconfigure the basis of 

the economy without prec ipitating a major ideological or pol i t ical  cr is is .  
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('rm. : ia l ly ,  Deng re a l i zed that central planning was incapable of prov iding 
the nece:-.:-.ary inccn1 ivc slruclures wilh which to lnmsform rural production 
in part icular or lhe economy more generally. The process of relative decen-
1ru l i t a t i o n ,  w h i c h  he oversaw, gradually inlroduced markel forces into the 
countryside,  s imu ltaneously sowing the seeds for the emergence of the 
"townsh ip  and v i l lage enterprises" thal would catalyze production and 
change social alt i ludes in  the process (Vogel 20 1 1 ) . 

Deng's famously pragmatic attitude-it doesn't mailer whether a cat is 
black or whi te  as long as i i  catches mice-underpinned his attitude lo re­
form. And yet Deng remained firmly committed to the primacy of the party 
in national polit ical l i fe,  an attitudinal reality that was i l lustrated by his sup­
port for the crushing of student protests in Tiananmen Square. In economic 
matters, however, Deng's approach was very different. The tentative loos­
ening of ideological  and organizational shackles in the countryside was 
eventua l ly  repl icated in the heartland of the domestic economy. By intro­
ducing ··special economic zones" from 1 979 onwards, China's leaders made 
a decisive step toward the eventual integration of the "Chinese economy" 
with the rest of  the world (Lardy 2002). 

Again, the quotation marks around "Chinese economy" are intentional 
and used to h i gh l igh t  the very real material and conceptual changes that 
greater economic integration brings in its wake.'l For China. as in much of 
the rest of the world. the idea of a d iscrete national economy has become 
increas ing ly  meaningless as production structures, investment patterns, and 
ownersh i p  have come to transcend national borders (Breslin 2007: S .  Wil· 
son 2009; Dicken 20 1 1  ) .  The blurring of l ines has proved an especially dif­
ficult challenge for China as the state has generally wanted to retain control 
of the commanding heights of  the economy. The trade-off between domes­
tic control and the benefits that may be derived from foreign investment 
and compet i t ive  forces remains a complex one, but liule doubl exists thal 
the great experiment that began with the establishment of a handful of spe­
cial economic zones l i t t le  more than three decades ago has been an aston­
ishing success ( Subramanian 20 1 1  ) .  Thal is not 10 say. however, lhat 
China's  economic development i s  without contradictions or problems, as 
Chinese scholars have been quick lo point ou1. 10 

One problem that China's leaders must confronl is that in a notionally 
social ist country, 1he CPC has a particular historical role lo play as a repre­
sentat ive and champion of the proletariat (A. Chen 2003 ) .  The fact that 
hardly anyone talks about the "proletariat" in China anymore. and that or­
ganized labor i s  generally seen as a threat 10 the health of lhe economy and 
social stabil ity, 11 is indicative of just how much has changed in China. Rap­
idly growing levels of inequality are one of the less desirable. ideologically 
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contenlious. but seemingly inevitable aspci.:1s of Chin: 1  \ inh.')!nl l ion  1 1 1 10 the 

global economy (Han·ey 2007) .  In  reality. different aspect� or l'n11wmic ;1c-
1 ivity in  China have been integrated i n  d i fferent w;1p. rn.:a t i n !!  comp lex 
panerns of winners and comparat i\'e losers as a resu l t .  A l though oi d i n ary 
Chinese as well as high-profile en1repreneurs haw undtrnhtcdl)  e x peri ­

enced massive maierial gains. equa l ly clear is that wel l -comKTll'd po l i t ica l 

figure� and "princel ings ·· have bendilcd most from C h i n a ' s  economic 

growlh (0 .  Yang 2006; Barboza and LaFraniere :w 1 2 ) .  A l l  o f  this  mancrs 
for China \ foreign relations because of the po1e n t i a l  impac t o f  economic 
reform on domestic social siab i l i ty and by extension China ·s cxlcrnal  re la· 
liom. So. too. does lhe precise manner i n  which China engages cconomi· 
cally with the rest of lhe world. 

Managing Contradiction 

One way 1ha1 China·s elites have lried to manage and m i tigate the impacl of 

global forces is by retaining control over slrategically impor1ant parts of  1he 
economy. an endeavor they have been encouraged in by some Chinese com­
mentators. For example. Liu Guoguang (20 10) .  Zhang Yu (20 1 0 ) ,  and Li 

Zheng (20 10 )  have al l  been prominent in arguing that the government 
should continue to have a strong presence in stra1egic industr ies and  that 
lhe state-owned enterprises (SOEs) should play a major role in  the Chinese 
economy. The central con1en1ion here is 1ha1 retaining the prom inence of 
SOEs is en1irely in keeping with whal is,  afler a l l ,  supposed 10 be China 's  

socialist system. In reality. of course, an important debate  took place in 
2009 and 20 1 0  in particular abou1 1he extent  to which SOEs should domi·  
nate the national economy. Many l iberal economisls cr i l ic ized 1he govern­

ment for limiting the role that private companies could play and mit igat ing 
the impac1 of competitive market forces. 1 2 

Chinese leaders are of1en lec1ured by exlernal observers as we l l .  espe· 

cially about the need to continue the process of economic l i beral izat ion 

(World Bank/Development Research Center of the State Counc i l  2 0 1 2 ) .  
T h e  coniinuing prominence of SOEs a n d  l h e  government ' s  reluctance to 
fully priva1ize them are frequent targets of external complain! and crit icism. 
The slate st i l l  controls around 60 percenl of industries considered "strate­
gic" and over 50 precent of lhe banking sector ( Szamosszegi and Kyle 
20 1 1  J . However. one must recognize the crucial role the SO Es continue 10 
play in both China's internal economic and political l i fe .  Nol only  are the 
SOEs often major players in China\ long-term pursuit of energy security, 
with potentially major consequences for foreign trade partners (S. Chen 
201 1 J ,  bu1 at a domeslic level they provide one way of 1rying 10 underwrite 
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sm: i ;1 l  � t a h 1 1 i 1 y  a l  a l ime of rapid change. True. many of the smaller. less 
.. 1rn1cgir.::1 l l y  1 1nponant SOEs have been privalized. and fewer people are di­
rec t l y  e m p l oyed hy 1hc public sector, bu! as Wright ( 20 ! 0) notes . .. when lhe 
slale e o n t ro b  k e y  ei.:onomic resources, indiv iduals and groups that depend 
on the state  for ! h e i r  material l ivel ihood have an interesl in perpetuating the 
p o l i t i c a l  s t a t u �  quo--cven when it is  i l l iberal and undemocratic. In China in 
the reform cm.  this has been part icularly !rue of private entrepreneurs and 
slalc sector workers" ( 1 75). 

The dependence of  SOE employees on the status quo highlights a 
wider phenomenon that  confounds the Cl(pectations of many observers of 
China 's  social and poli t ical developmen1. In Western Europe the rise of the 
firs! cap i ta l i s t  c lass  was in t imately l inked to the push for greater political 
represenlal ion-for that emerging class. at leasl. As a consequence. many 
believe that  a s im i la r  process of capitalist development will generate pre­
cisely the same sort of  social consequences in China: an expanding bour­
geoisie w i l l  demand pol i t ical change and inevitably work to change the ex­
is t ing po l i t i ca l  order in wh ich  the CPC occupies such a pivotal and 
dominant pos i 1 ion .  Th i s  transformation may. indeed, u l t imately occur, bu1 
such an outcome is  far from certain. On the one hand. no reason can be 
given 10 suppose that the Western experience wi l l  prove to have inevitable. 
un iversal relevance (A. Chen 2002). On the other hand. linle evidence sug­
gests that-thus far. al  least-China's expanding capitalist class is obsessed 
wi th  push ing for greater pol i t ical  l i beralization. On the contrary. detailed 
research suggests that many of  China's  new business elites have fonned 
close re la t ionships w i th .  or are actual ly part of. the ruling political elite 
( Dickson 2003). As Tsa i  ( 2007) pi th i ly  points out. '"Ch ina's capitalists arc 
pragmatic and creat ive but 1hey are not budding democrats" (4). 

Pla in ly .  the Chinese poli1ical sys1em is not wi thout problems and pro­
found contradic t ions .  Very real doubts can be found about the continuing 
legi t imacy of Ch in ;1 ·s une lected authoritarian rulers (Nathan 2009). espe­
c ia l ly  if they cannot main1ain economic growth and meet 1he rising expec-
1at ions of the populat ion al large. But we must also recognize that at this 
stage. accord ing to such surveys of popular opin ion as do exist in China. 
confidence in  1he cenlrnl government is genernlly high. much greater than 
many people in  the l iberal-democratic West have in their governments. in 
fact.° The key quest ion is  whe1her such confidence can be retained in the 
face of s ign ificant economic dislocation or even a long-1erm economic de· 
c l i ne from 1he recent stratospheric highs 1hat were lhe expected nonn. Al 
th is  point. political and CL'Onomic forces have the polential (0 L'ollide with 
unpredic1able consequences, making Minxin Pei 's (2(Xl6) observations po­
tent ial ly so imponant. Pe i argues that the Chinese political economy is in-
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capable of reforming itself because ii is based on sdf-sl·rving rl· l a t ionships 
that  are resis1an1 10 reform and lhc rule of law. in which · · 1 1 1c pol i t il·al logic 
and insti1U1 ional determinan1s of au1ocrncy . . .  :m: more l ike ly  tu ncate a 
predatory stale 1han a developmental one'" (207) .  Such obsCr\'atmn.-. arc es­
pecially consequential because lhe slate in China has pl:1ycd a pivotal  role 
in overseeing economic development .  The question is  whether i t  c:m con­
tinue 10 do so in lhe face of mounling imernal :md external pres.-.urcs. 

An important debate is  emerging ahoUI how much control the stale can 
retain over domestic economic-and by implication. political-processes in 
1he prei.ence of foreign investment and the ever more prominent role o f  for­
eign muhinalional corporations. In lhis regard. China ·s pol icies have been 

closer 10 Singapore·s ra1her 1han Japan's. the lauer having re ta ined very 
close con1rol of domeslic economic developmcnl and re lying on domcslic 
rather than foreign savings to do so. In China. by conlrnsl. fore ign m u l t ina­
lionals and investmen1 have played a much more prominenl role. and lh is  

role has  had imporlant consequences (Xing 2010) .  On the one hand 1he 
amoun1 of va lue  tha1  is added to goods produced in China is  actual ly qu i te 

low. Although the picture is changing. historically Chinese labor has gener­
ally been of the low-skill variety. with most of the value-added labor occur­
ring elsewhere (Breslin 2005). This issue has generated a good deal of de­
bate in China. where many commentators see the country operat ing at a 

disadvantage. Larry Hsien Ping Lang (2008) ,  for example,  be l ieves thal 
China has become en1rapped by Western business practices and risks being 
locked imo low-end production as a consequence. Many olher analysts such 
as Chen Liyong (2004} and Pang Liping (20 ! 0 )  argue that China needs to 

actively upgrade i ts  industrial s1ruc1Ure to ensure i t  occupies a more ad­
vanced position in global production networks. 

As we shall see in Chapler 4. lhe nuances of global trade and the con­
ceptual problems i1  presents in analyzing trade relations are generally lost 
on policymakers in places l ike the Uni ted States. This blindness i s  unfortu­
na1e, because the criticisms made by Chinese observers in this regard are 
not wi1hou1 merit. Detailed research by Wang Sheng. Chen Jiyong. and Wu 
Hong {2007) suggest that China's currency policy has had linle impacl on 
the United States· overall  trade imbalance. Shi  J ianxun ( 20 1 0) reflects a 

widely held view in China that the U nited States actually manipu lates  its 
currency more than China because of the benefits that accrue from the dol­
lar's siatus as the world's "top currency." 1 4 More fundamentally, some ob­
servers argue that the mosl important consequence of the presence of for­
eign-dominated production structures in China is not simply that much of 
the profit from such act ivities is  exported, but that China is  being trans­
fonned by the demands of the contemporary production process i 1se l f. As 
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Edward Steinfeld (20 1 0) puts it. "China loday is growing nol by writing ils 
uwn rules , but instead by in1ernal iz ing the rules of the advanced industrial 
We�t. I t  ha.; gruwn not by conjuring up its own unique political -economic 
institutions hut instead by increasingly harmonizing with our own" ( IR) .  

Part of  lhc problem of knowing how much China is be ing influenced 
by the West i s  thal such concepls are all too encompassing to be really 
meaningfu l .  S ign i ficanl regulatory reform has plainly occurred in China as 
a consequence o f  m ajor pol icy changes deriving rrom accession 10 the 
WTO and from the more sublle demands of technical compliance and stan­
dard sell ing ( Fewsmith 200 1 ) . China's own auempts 10 use ils growing eco­
nomic leverage lo establ ish industry standards have mel with l imi1ed suc­
cess so far ( B e l l  and Feng 2007), seemingly confirming Steinfeld's claims. 
These issues have generated a good deal of debate in China itself (see J. Li 
2003 and F. Mao 2007) .  Mao Fengru (2007) argues 1hat China's failure 10 
inrluence international standard selling results from an absence of disincen­
tive core 1echnologies wi th in  Chinese companies, a lack or familiarity with 
internat ional regu latory processes, and competition between different agen­
cies and levels  o f  government in  China itself. 

A major d i fficu l t y  in gauging how much changes in the operational dy­
namics and pract ices  of  international i ndustry are being internalized by 
Chinese e l i tes, as we sugges1ed earl ier, flows from the fact that the slate it­
se lf  is far from the sort of un i tary entity that figures in much Western in1er­
na1 ional re lat ions scholarsh ip  or some of the less sophislicated commentary 
on "China Inc ."  and the rise of state capitalism. In reality. the in1emal archi­
tecture of the state is complex ,  and the policymaking process is increas­
ingly contested.  Howel l  (2006) consequently describes the conlemporary 
state in  China as "polymorphous," capable of "assuming mulliple. complex 
forms and behaviours across time and space, and defying any defini1 ion 
which reduces it to a s ing le  actor·· (277) .  The continuing fragmentation of 
polit ical processes and lhe ex istence of overlapping claims lo authority and 
responsib i l i 1y  wi 1h in  the siate make 1he idea of regulatory effectiveness and 
independence inherently problematic as a consequence (Pearson 2005). One 
must remember thal China has nol had lhe same son of "slate capaci1y" lhat 
Japan did in its heyday as a developmemal slate. some1hing that has limited 
1he sorts of  pol icy i n it iat ives that have been feasible in China as a conse­
quence ( Pekkanen and Tsai 2005; Beeson 2009b), while creating opponuni­
ties for lhe best organized domestic business groups to influence national 
indusiry pol icy as a result (Zheng and Abrami 20 1 2 ). 

Given the tremendous chal lenges 1hat confront Chinese policymakers 
as lhey have to manage profound social change, heigh1ened popular expec-
1a1ions, and structural 1ransfonna1ion. while simultaneously learning how to 
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main1ain developmenl in a rapidly changing and unstabil' gtohal  l.'l'l l l lomy, 

thal they have succeeded as wel l  as they have thus  for i s  remark able .  A s  we 
sha l l  see, each region presenls particular challenges a n d  probk m s  i n  t h i s  re­
gard. and 1h i s  variety helps to exp l a i n the d ifferent po l icy priori t i e s  t ha l  
have  emerged as a consequence. Variat ions i n  po l ky goa ls a lso refl ect the 
foreign pol icy making process i tsel f. however. a subject !hat  mcri b.  further 
elabora1ion. 

The Policymaking Process 

How does 1he recent economic lransformalion influence the fore ign po l icy  
mak ing process? Whal  impac l  does 1he profound po l i t ical cons1ni in ts  im­
posed b y  the  need to keep the  CPC at the  center of domest ic  and even  ex ­
ternal affairs have  on  the  content and  construction or po l icy? At  the outse1 
we need 10 recognize that these questions are not easy 10 an swer. The 
opaque nature of the policymaking process in China. the absence of inst i tu­
tionalized access points to policymakers themselves, and the overal l  lack of 
formal accountability. all conspire to make analysis d ifficul t .  The opaque­
ness is one of the reasons why examinations of China's foreign pol icy are 
orten conducted al a fairly high level  of abstraction: not opening the prover­
bial .. black box·· of domestic policy making is  an attractive option when so 
much of the policymaking process remains hidden. However, Chinese poli­
cymaking i s  clearly becoming increasingly "conflicted." as David Sham­
baugh (20 1 1 )  puis i t .  due to the fact that "China has no s ingle ident i ty 
today. but  rather a series of competing identities" (9) .  I n  such c i rcumstances 
we need to try to identify !he organizational structures and the agents that 
populale the policymaking process. 

Ultimate responsibility for foreign policy decisions, like so much e lse ,  
resides wi th the PSC.  Although the Min istry of Foreign Affairs ( M FA )  has 
notional responsibility for constructing China's foreign policy, in reality, as 
Jakobson and Knox ( 20 1 0) point out, the MFA "is today merely one actor 
in the realm of foreign policy and not necessarily the most important one" 
( I ) . Significantly. no single member of the PSC has sole responsibi l i ty  for 
foreign affairs, a situation that inevitably makes policymaking more con­
tested and less focused. Compounding this problem is the fact that new ac­
tors are seeking to exert an influence over !he content of policy in  a way 
that  was unforseen and unintended. As an important recent report from the 
International Crisis Group { 20 1 2) made clear, "the biggest problem in  coor­
dinating the actors-apart from their number-is that most of these agen· 
cies were originally established 10 implement domestic policies but now 
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play :i fore i g n  pol icy role.  They have almost no knowledge of the diplo­
matic lamhcapc and l i t t le  interest in  promoting lhe national foreign policy 
agenda" ( 1 4 ) .  

T h e  potent ia l ly  most consequential result o f  this proliferation o f  voices 
in the pol icymaking process can be seen in  China's increasingly assertive 
and proact ive hchavior in  the various maritime territorial disputes in which 
China has found i tself embroiled. I n  the South China Sea disputes in partic­
ular. a range or actors such as the People's Liberation Army (PLA) (Swaine 
20 1 2a ) ,  1 ' provincia l  governments, and SOEs in  the energy sector are all at­
tempt ing to push their  often conflicting positions, giving the ultimate policy 
responses an uncoordinated, unpredictable, and ad hoc qual ity. Therefore. 
an ini t ia l  dist inct ion between "grand strategy" and the day-to-day business 
of conduct ing re lat ionships with other countries and actors is useful. 

Chin a 's Gran d  Strategy 

Deng Xiaoping had famous ly  warned that in  foreign policy China should 
adopt a low profi l e  and never take the lead (taoguang yanghui, yang bu dan­

g tau). Whether th i s  approach amounts to a grand strategy of the sort that 
US commentators and pol icymakers remain preoccupied with is a moot 
point. 1 6 Nevertheless . by the late 1 990s Chinese leaders had. Goldstein 
(2005) argues, developed a two-pronged approach to achieving long-tenn 
strategic object ives .  The first goal was to make China an indispensable part 
of the international system. Again the language is strikingly similar to the 
phrase popularized by former secretary of state Madeleine Albright to de­
scribe the U n ited States '  role, but in China's case the ambitions are more 
modest and based essent ia l ly on establishing good relations with the other 
major powers. The other principal goal of China ·s grand strategy is devel­
oping a reputalion as a responsible member of the international community, 
one that i s  not seen as a threat to the system or its members. Overall. Gold­
stein (2003) suggests, 

China's  emerging grand stra1egy linb poti1ical. economic and military 
means in an effort to advance 1he PRC's twin goals of security and greal 
power status.  Political ly, China pursues mullilateral and bilaleral diplo­
macy lo mute 1hreat perceptions and 10 convince others of the benefi1s of 
engagement and 1he counrerproductive consequences of con1ainmen1. Eco­
nomically. China nur1ures relations wilh diverse trading partners and 
source� of foreign investment. weaving a network of economic rela1ions lo 
limit the leverage of any single partner in selling lhe lenns of China's in­
ternational economic involveml!"nt. Mil i1arily, China seeks 10 crea1e sole 
breathing space for modernisation of ils am1ed fofl.'es. (8J) 
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Thus. one impor1an1 and dis1inc1ive feature of Chim1 's approach lo for­
eign affairs-especial ly when compared 10 !he United States.  l hc other 
country that has a preoccupation with grand strategy-is th;11 Ch i nese offi­
cials take a more comprehensive view of strategic issues. one 1lwt goes he­
yond a simple concern with mi l ilary security (J. Wang 2 0 1 1 ) . 1 1  I n  this ap­
proach. China is following a common Asian pallern. l;1rgely pioneered in 
Japan. which stresses the imporlance of economic and social s tab i l i ty  as 
part of achieving security (Alagappa 1 998) .  The emphasis Chinese officials 
have placed on resource security becomes more understandable in this con­
texr (J .  Wilson 20 1 .l) .  as does the emergence of new instrumental i t ies .  such 
as sovereign wealth funds. which are playing an increasingly importanl role 
in securing China's long-lenn inlerests ( B lanchard 20 1 1 ) .  At one level lhis 
growing preoccupation with economic securi ty is  s imply a funcl ion of 
China's rising material weigh! and weallh. But at anolher more fundamental 
level. China"s resource policies are a manifestation of a much more strate­
gic. long-tenn approach 10 foreign policy in which the state plays an impor-
1ant coordinating role. 1 � 

For our purposes China's grand slralegy has a par1 icu lar  s ign i ficance 
because, as Zhang Feng (20 1 2b) points out, ··neighborhood diplomacy was 
an imporlant parl of the overall at1emp1 to stabil ize the regional  env i ron­
ment for China's conlinued growth" (326). In other words, China's rela­
tively constrained position as primarily a regional rather than a global 
power has meant that regions have played an especial ly important part in ils 
approach 10 foreign policy more generally. Seen in th is  context ,  1he emer­
gence of Chinese diplomatic discourses centered on its ' "peaceful rise'" and 
a "good-neighbor policy" becomes more comprehensible. Both of these for­
mulations stress the po1ential benefits 1hat flow from China's economic ex­
pansion and downplay the more tradi 1 ional concerns associated w i th  the 
rise of new powers. The evolution of both of these narratives also i l l ustra1es 
the way influential policy ideas are emerging from ou1side the core inst i 1u-
1 ions of the state <Glaser and Medeiros 2007 ) .  

The significance and impact of the so-called peaceful r ise 1heory (hefJ­
ing jueqiJ can be explained in part by the fact that i t  was first in i t i ated by 
Zheng Bijian, who was 1he former excutive vice president of  the Party 
School of the Central Committee of the CPC. In November 2003 he made a 
speech in lhe Boao Forum entit led "China's Peaceful Rise us a New Way 
and the Future of Asia," which marked the beginning of a major new foreign 
policy narrative. After that. Chinese leaders actively promoled the ideu in in­
ternalional forums, some1hing that became a major purl of the overall 
"chann offensive." Since late 2004, "peaceful rise" has been replaced by the 
more anodyne phra� "peaceful development," as the idea of China "rising" 
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was seen ns potcnl ia l ly  1hreatening and carrying too much concep1ua\ bag­
gage. The phra�e "good-neighbor policy" is a ralher nebulous English lan­
guage formu lat ion 1hat does nol caplure the prescriptive nature of its Chi­
nese cquivalenl .  The Chinese version, yuli11 wei.fhan. yilin weihan (building 
friendship and partnersh ip with neighboring countries) contains specific ini­
tiatives such as m11/i11 , c1111i11. fulin (lhe policy of creating an amicable. se­
cure, and prosperous neighborhood) . ' "  The general overall conclusion to 
draw at this poin1 i s  1ha1 one of the most innuential ideas among both policy 
elites and increas ing ly  the general public i s  that "the current international 
environmenl offers ex tremely  favourable condi1ions for it [Chinal to grow 
into a world power" (Z. Ye 20 1 1 :  58) .  

Influencin g  t h e  Policy Process 

Below the level  o f  grand strategy. however, more routine policy issues are 
managed by the "fore ign  affairs leading small group" (waishi gong:.uo ling­

dao xiaozu) .  Leading smal l  groups are responsible for major policy deci­
sions and are composed of PSC and CPC officials. However, members of 
the PSC are often not we l l  grounded i n  foreign affairs and consequently 
have to re l y  heav i ly  on special ists. Much of this expertise is now drawn 
from the growing number of foreign policy research centers and think tanks 
that act ively seek to i nfluence policy. Among the more well known are the 
Chinese Academy of Social  Sciences, the China lnstilute of International 
Studies. and the China Inst i tute for International Stralegic S1udies (Q. Zhao 
2 0 I O ) .  The state instrumental i t ies that these outside agencies and other 
commentators hope to influence are the Policy Research Office, the General 
Office, and the International Department, which provide logistical support 
and policy advice to the Poli tburo and senior officials (Jakobson and Knox 
201 0).20 

Although formal responsibil i ty for policymaking rests with the MFA. its 
influence has declined and it is  increasingly reliant on outside expertise in its 
day-to-day operations. The MFA's role now is essentially one of implemen­
lation, w i th  decis ionmaking occurring within 1he CPC leadership. Even 
within the fie ld  of fore ign affairs. the MFA faces growing compelition for 
innuence and policy amhority from other government agencies such as the 
Minislry of Commerce. the Min is1ry of Finance. and the Minis1ry of St11te 
Securi1y. I n  this regard, China is much like other counlries: the growing 
complexi ty of  engagement wi th  the in1ernational system and lhe increased 
specialization of various agencies and represen1a1ives inevitably means lhal 
the construction of foreign policy is a mullidimensiono.I, multiactor process, 
and, invariably, no single voice speaks definitively on behalf of 1hc nation 
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( H i l l  2003 ) .  China is no exceplion in this regard. On till' rnnirary. a grow ing 
number of voices represents and tries to shape lhe conl('llt of  Chi1ll''l' policy, 
and rhe presence of so many ac1ors can lead to mixed mcss:igcs and ambigu­
ily at limes as pol icy is subjecl lo revision and contcstation. 

One musl also recognize that public opin ion and the growth  o f  new 
media outlets. which the gm·ernmcnl is  struggling to control. a lso offer new 
sources of opinion and public pressure (Fewsmith and Rosen 200 I ) .  Hav ing 
said rhal. we must also point out that the stale in  China has mainta i ned a 
good deal of control over some of the more trnd ilional media. and that in­
fluence has provided a source of legit imacy and even "pos i 1 ivc  propa­
ganda" (S1ockmann and Gal lagher 201 1 ) .  Neverlheless, revea l ing  d i ffer­
ences of opinion have surfaced be1ween the MFA and other agenc ies. such 
as 1he Ministry of Education. about lhc role of the Confucius Institutes . and 
be1ween the MFA and influential strategic analysts. which highlight the way 
policy has shifted and evolved in response to mult iple competing influences 
and the absence of a definitive voice on foreign policy in China . 2 1 Al  the 
same lime. however. the rise of the ··netizens" in China i s  prov iding a new 
source of criticism and pressure on the central government and its policies. 
Sensitive issues such as corruption have been widely debated in the blogos­
phere despite the bes1 efforts of the slate to control th is  d i scussion ( Lei  
20 1 1  ) . Even more importantly for our  purposes, the  Internet i s  a source of 
increasingly virulent nationalist commentary 1ha1 is  encouraging the gov­
ernment to take an increasingly assertive l ine in  territorial disputes with 
Southeast Asia and Japan. 

The other striking feature of Chinese foreign policy formulat ion that 
merits men1ion in this context is that some of China's "voices" use decidedly 
foreign accents at times. One of the more important long-term developmenls 
in China generally and in the foreign-policy-making process in  part icu lar 
has been the remarkable rise in the number of Chinese citizens who are un­
dertaking study at foreign universities. 2 2  The possession of a doctorate of 
philosophy from a prestigious US, British, or even Australian universily may 
nol be de rigueur, but it i s  increasingly seen as a valuable part of any puta­
tive policymaker's rCsumC. One of the most recent Chinese foreign minis­
tefli, Yang Jiechi, for example, has postgraduale qualifications from the Uni­
versity of Bath and the London School of Economics. The increasing 
popularity of overseas study is  an interesting and revealing enough indica­
tion of jusl how much has changed in China as far as attitudes to the outside 
world are concerned and about the possibility of learning from the West. 

While a much more positive altitude to the acquisi t ion of Western 
knowledge has developed since the time of Deng X iaoping ( Vogel 20 1 1  ) ,  
an important difference clearly eidsts between the sort of "practical" know I-
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edge tha t  emerges t"rom lhe nalural sciences and the polentially contenlious, 
ideolog i c a l l y  d1 a l l c n g i ng worldviews that are embodied in the social sci· 
cnces. One :-. h n u l d  nole j us l how many international relations specialists 
and policy o lT i c i a l s  i n  China have been educated overseas and just how in­
ilucn t i a l  Wc :-.rcrn v i e w s  of !he international system are in China as a result. 
Whi le  dcmnn :-.tral ing an unambiguous causal rela1ionship between educa-
1 iom1I inf luence:-. and sh i fls i n  pol icy i s  d ifficult, we need to highl ight just 
how much has changed in  the way some of China's most important foreign 
policy makers and s hapers th ink about the internalional syslem. 

The Influe n c e  of Theory and Ideas 

For a country that i s  associated with an increasingly "pragmatic" approach 
to fore ign affairs in part icular and development more generally, considering 
theoret ical i ssues in the con I ext of  China's foreign policy fonnulation might 
seem odd. And yet we need to remember that China is notionally a commu­
nist country, and t h i s  se l f- ident ificat ion has implications for the way its 
leading offic i a l s  m igh t  be expected to view the world. I t  cenainly K'as the 
case 1ha1  Ch ina ' s  leaders and its foreign policy el i tes saw themselves as oc­
cupying a un ique  place in world affairs. Throughout the first few decades of 
the PRC's  e x i stence,  broadl y  Marxist ideas provided the guiding ralionale 
for state po l i cy  domest ica l ly  and externally. Indeed, as we shall see in the 
case of Southeast  As ia ,  Ch ina 's se lf-appointed role as the vanguard of a 
revolutionary ideology was profoundly threatening to many of its neighbors 
during t h i s  per iod.  S i g n i ficant ly,  i n  the early years of the PRC. China's 
e l i tes  saw themselves as  potent ia l  leaders of the third world. a position thal 
was consolidaled at 1he Bandung Conference by Zhou Enlai (Yahuda 2004). 

Bui the wor ld  has changed profoundly in the last half century, and so 
has China 's  place in it. Ac one level this shift is a reflection of the material 
lransformation that has occurred in  China and East Asia more generally. At 
another leve l .  however, Ch ina 's  e l ites have an entirely different view of 
themselves .  the in1ernational system, and China's place in it .  The language 
of Marx ism or even Maoism gets a 1okenis1ic invocation at besl these days, 
and China 's  pol icymaking e l ites are more likely to be steeped in the equally 
arcane myster ies  o f  internat ional relations theory and even neoc lassical 
economics .  Some people with the most influence over Chinese economic 
development have been educated in  the West and this exposure has faci l i ­
tated China 's  in tegration wi th  the wider world economy. For example, for­
mer World Bank ch ief  economist Justin Yifu Lin earned his doctorate al lhe 
Univers i ty o f  Chicago and the deputy governor of the People's Bank of 
China, Yi Gang, earned his doctorate al the University of I l l inois. 
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Weslern ideas are beg inn ing to cxcrl a similar i n lluc1Kl' 111 fnrc i!!ll pol­
icy making . A l 1hough the CPC st i l l  inllucnl'Cs 1hc con1cn1 of !<o)' l lilhi in  pur1y 

schools where many fu1ure cadres are !rained. lhe fact that so many of lhe 

besl students now obtain some parl of their cdUl'illion overseas i s  undoubt­

edly shaping the worldviews of policymakers. One m:mifesrn1ion o f  th i s  in­
fluence can be seen in the number of Chinese scholars who describe them­

selves in 1enns of the princ ipal categories of Western intcnrnlional relations 

theory. A llhough a powerfu l historical tr:1di t ion exists of ··rea l is t" thought in 
China (Lynch 2009) .  many Chinese scholars sel f-consc ious ly  describe 

themse lves in language and concepts !hill have been derived from lhe West. 

One can now common ly find self-descri bed construc t iv i s t s  and l i berals 
among lead ing academic commeniators in China. although e q u a l l y  no1e­

wonhy is  that real ists remain in  the numerical  and pol icy mnk ing ascen­

dancy (Qin 2009: Shambaugh 20 1 1  ) .�-' S ign ificant ly. some observers argue 
that China's part icu lar brand of realism and its concomitant grand strategy 
are predica1ed on a recognition of its continuing re la1ive weakness vis-A-vis 
the United States (Swaine and Tel l i s  2000). Be that as i t  may. interest is 
growing within China in trying to develop an indigenous brand of interna-
1ional rela1ions theory. one thal draws on China's own historical  experi­
ences to develop Chinese solutions to internalional problems (Ca l lahan 
2008; Carlson 20 1 1  ). 

The possibilily !hat Chinese scholars might develop their own inlerpre­
tation of the international syslem and 1he forces that drive i i  is important for 
a number of reasons. First. it serves as a reminder of the contingent. place­
and time-bound nature of social reality. Launching into an exhaustive theo­
retical digression is not necessary to recognize that the reality policymakers 
inhabit is al least panly social ly cons1ructed: social facts are consequently 
potentially malleable. contingent, and subject to change (Searle 1 995; Wendi 
1 999). Also clear is 1ha1 dominanl theoretical understandings of social real­
ity, especially in the field of international relations, of1en reflect 1he norma­
tive preferences and interests of the hegemonic power of the era (S. Smi th  
2002) . Thii;  influence is, of  course, why so much is  potent ia l ly  at s take in 
what can otherwise seem the rather marginal and self-referential debates of 
international relations scholarship: powerful ideas provide a framework for 
interpreting and acting upon social reality; they help to del imi1 what is pos­
sible and indeed thinkable al times. The history of East Asia provides a pow­
erful historical reminder thal viable alternatives have ex is1ed to lhe presenl 
reality of sovereign Westphalian statei; (Ringmar 20 1 2), and no reason can 
be given to suppose this i;ys1em wil l  last indefinitely. 

The fact that the United Stateli has managed to shape an international 
11ystem lhal advances its preferences and interests is not losl on Chinese ob-
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�ervers ;ind cmnmcn tators . As a result, talking about such 1hings as a pO!lsible 
"China mode l ."  the "Beij ing consensus," and China"s growing "soft power" 
is hecmmng increasingly commonplace. Given the prominence of these con­
cepts and ideas in popular commentary, something must be said aboul them 
;1:. 1hcy provide an insighl  into China's growing global role. 

Exporting the China Model? 

We must reemphasize just how recent China's integration into the inlema­
tiomil system actua l ly  was. Many people in  China and the international 
community can remember when China was impoverished, agrarian, and un­
derdeveloped-not the possible savior of a global economy !lutlering a se­
rie!I of seeming ly  unending crises (Alderman and Barboza 201 1 ) . However, 
not only has China 's  d izzying economic expansion transformed the material 
basis of  its re lat ionship w i th  the rest of the world, but China itself is begin­
ning to exert a concomitant ideational infl uence as well (S. Xu 20 1 2). 

We have become accustomed to thinking of the United States as having 
"soft power," or  a nonmaterial  basis of influence over other countries, be­
cause of the apparent attractiveness of its culture,  political ideas. and insti­
tutions (Nye 2004) .  Other countries, the argument goes, are more l ikely to 
be influenced by the U nited States and go along with its policy preferences 
because they are attracted to---or at least not threatened by-what it seems 
10 stand for. Th i s  possibi l ity, i i  should be noted. has not been lost on Marx­
ist-inspired scholarship e ither, although they are much less sanguine about 
i ts impl icat ions  (Cox  1 98 7 ) .  B e  that as i i  may. remarkably. we have now 
begun 10  t h i nk  of  "communist  China" as having the potential to exert an 
ideational i n fluence or  attractiveness over other countries (S. Ding 2010). 

The principal reason that people have begun 10 think China perhaps can 
exert an i n fluence over  the behavior of other states is, of course. its eco­
nomic success .  Many outside observers. espec ial ly in countries keen to 
replicate Ch ina  ·s developmental successes, want lo understand how China 
transformed i tse lf. Ta lk ing about a "China model .. and a "Beijing consen­
sus .

. 
has consequent ly  become more common (Ramo 2004). The Beijing 

consensus i s  espec i a l l y  s ign ificant as it provides a stark alternative to the 
more wide ly  known Was hington consensus. which was synonymous with 
US hegemony, and which advocated a broadly neoliberal, free-market-ori­
ented, smal l -government agenda (Wi l l i amson 1 994). Primarily associated 
with pragmat ism and tak ing a nondoctrinaire approach to whatever seems 
to work, the Beij ing consensus is  potential ly important be1:ause it marks a 
decl ine in US influence and, al  the very least, a recognition that economic 
development can be approached in d ifferent ways. Significantly. however. 
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the Chinese govemmenl makes a poini of not talking ;ibou t .  m u c h  less ad­
vocal in{!. the Beijing consensus. so ils slatus is  rnthcr d i ffc n: n t  t o  its US 
counterpart \'arianrs of which have been enthusiastica l ly  ... upportl'd by the 
United States and powerful institutions such as the World Bm1k and the 
IMF (Fool. Macfarlane. and Mastanduno 2003) .  

Equal uncertainty can be found about the possible cx i ... tcncc o f  a China 
model of development (S.  Zhao 20 1 0: Bresl in 20 1 1 ) .  a debate th<ll is  being 
laken up within China itself where rhe idea of a distinctive Chinese model of 
developmenr has become increasingly popular and in tluen1ial  s ince 2008 in 
particular. Some scholars. such as Ding Zhigang and Liu  Rui lan ( 20 1 0).  re­
ject the China model theory because ii does nol accurately rellect lhe Chinese 
experience and may draw negalive international altenlion. S im i l arly. Yu 
Kepin� (2009) points ou1 lhat lhe China model is nol a slalic enl i ty  and that 
China's very distinc1ive mode of development canno1 be easi ly replica1ed by 
other counlries. However. scholars like Hu Jian ( 20 1 0) believe 1ha1 a China 
model indeed exists. and not acknowledging i i  displays a lack of  confidence 
in the face of possible foreign criticism. One of the most useful contributions 
to this debate in China has been developed by Zheng Yongnian ( 2009b). who 
argues that the China model does not refer 10 a mode of economic develop­
ment so much as to a more comprehensive sociopolitical inst i tut ion 1hat has 
provided the con1ext for the overall process of economic development. 

As far as the debate outside China is  concerned. acknowledging a form 
of slate capitalism organized along quite differenl principles to its counter­
parts in the Wesl, wilh imporlant foreign policy implicat ions as  a conse­
quence, has become increasingly more common and meaningfu l .  A s  Ian 
Bremmer (2010) poinls out. 1he crucial feature of stale capi ta l i sm i s  1ha1 
"the ult imate mo1ive is  nol economic (maximising growth)  but  politirnl 

(maximising the slate's power and the leadership's chances of  surv iva l ) .  
This is a form of  capitalism but  one in which the  stale ac ts  as the dominant 
economic player and uses markets primarily for political gain" (5 .  emphasis 
in original). 

The point to emphasize, therefore, is that some of the most fundamen­
tal assumptions that prevail in the West about how slates behave-or how 
stales ought to behave, at least-are simply not relevant i n  lhe case of 
China and a number of other rising authoritarian powers (Gui 2007) .  Far 
from being driven by 1he logic of the market, like a number of other policy­
makers in East Asian states before China's rise, Chinese el i tes are defining 
broadly capitalist principles in new ways, the logic of which i s  primarily 
political rather than narrowly economic. China, in fact, is  much more 
closely aligned to the sort or "developmental state" pioneered by Japan and 
emulated with varying degrees of success across much of East Asia ( Beeson 
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2009b) .  In l h i :-.  regard at least,  ;i degree of continuity can be found with 
what has gone he fore, despite the wrenching economic changes tha1 have 
effect i ve ly  rc:-.hapcd C h i na and the region of which it h;is become such a 
pivotal part. 

Conclusion 

Chimi ' s  rise was in i t ia l ly  thought of in overwhelmingly malerial terms: the 
preoccupation w i th  measuring its rapid developmenl and growth levels was 
an inevi table man i festat ion of  t h i s  process. But as we have become more 
accustomed to  Ch ina  (rc)assuming a place at the center of international eco­
nomic act iv i ty ,  that  China's  transformation can be attributed to much more 
than .� imple material  expansion has become apparent. China's domestic po­
l i t ical structures may s t i l l  resemble those that developed in the aftennalh of 
the communis t  revolu t ion and the establishment of the PRC, but the agents 
that occupy them are very d i fferent from Mao and his comrades. These 
days senior members of the CPC are as l ikely to have a master's in business 
admin istration from a leading Western university as they are to have a deep 
understand ing of the pr inc ip les  of  Marx.ism-Leninism. The principal de­
bates now are not about the h i storical role of the proletariat, but about labor 
market reform and the best ways of  l i ft ing productivity in the still extensive 
SOEs. Srnte control  of the commanding heights of the economy may st i l l  
exist to a much  greater extent than i t  does in a ··nonnal"' capitalist economy, 
but th i s  fact shou ld  not m islead us  about the nature of the Chinese econ­
omy: not on ly  is it essent ia l ly  capital is t .  but it, too, i s  being inexorably 
transformed as i t  becomes more deeply integrated into the wider global 
economic order of  wh ich  i t  i s  such an increasingly important part. 

The 01her conse4uence of  China's rise !hat has attracted growing alten­
tion and even concern has been !he modernization of its mi l itary. Although 
China ·s spending on securi ty remains relatively small t:ompared to that of 
!he U nited States,  i t  is growing rapidly and indudng much angst amongsl 
US commentators i n  part icular as we shall see in the next chapter. And yet 
even though Ch i rrn may be a Jong way from t:hallenging US mil i tary domi­
nance, i ts more assertive foreign policies are beginning to alann some of ils 
neighbors . as we explain i n  more deiail  in Chap1er 5. The point 10 empha· 
size here i s  that the content and even construt:lion of China's foreign policy 
has evolved in  much the same way as i ts  economic policies and for much 
the same reasons. True, the pursuil of the na1ional interest may sti l l  repre­
sent the core concem of China's policymaking elites, bu! a greater debate is 
occurring about what  "na1ional in terest'' might actually mean and how it 
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might  be pursued most cffec1 ively.  The fol lowing  chapter� i l ht'itrntc w hat 
th is  debale means for policy in  China 's region. 

Notes 

I. II should be recol!ni1ed !hat some \'ery persuasive analyses lrnvc been done 
of comemporary Chinese poli1ics that also emphasi7.e ils unsustainable anti fragile 
naiure. See C. Li ( 20 1 2 ) and Pei (2006). 

2 .  For importanl English language discussions. sec Frank ( 1 998) ,  Morris 
(20J OJ. Pomeranz (2000). and Wong ( 1 997) .  For Chinese i nterprct:u ions ,  see Le 
Aiguo (2002). who discusses China 's technological regression. and Jus1 in Yifu Lin 
(2012) .  who analyzes China's economic decline in 1hc nineteenth century. The de­
bate about 1he rise of the West and 1he decline of China h;1s not been confined 10 ac­
ademic�. On 1he comrary. the popular television series Tile Ri.1·c of tlie G1·1'at Nutimu 
crea1ed widespread discussion when broadcasl in 2006. This series marks an inter· 
esling poin1 of comparison with 1he earlier 1 989 documentary The Ri1·t'r Ele1u. 
1•;hich argued that only the Western civ i l ization was progressing and that all the 
other civil izalions. including China\, were declining. The debate about The River 
ElrR.r was directly linked with the democracy movement in 1 989. 

3. Some of the most useful English language accounls are provided by El leman 
(200 1 ) .  Dillon (20JO) .  and Spence ( 1 999). Among the more important Chinese 
analym are Guo Tingyi (2009) and Tsiang Tingfu (200 1 ) .  

4.  Significantly. a number of very high-profile and influential books have been 
wriuen by Chinese authors from an overtly na1ionalis1 perspective. designed to pro· 
mote Chinese imeres1s and perspectives in a more forceful manner. In  1 996, Chi11u 
Cun St.o· No: Political u11d Emo1io11al Cliokes in tile Past-Col</ War Era became the 
bes1 �eiler in China and even atuacted the a1ten1ion of the Wes1em media. The book 
crilicized what the aulhors saw as national weakness-including !hose of  the gov­
ernment-and the adulation of 1he Wesl. The book was ini l ial ly banned. In  2009, a 
follow-up version, Unhappy Cl1illa: Tile G1·eat Tilnr. Grund Vi.�io11, aml 011r Clwl· 
lenges. was published. This book came out in the wake of a series of incidents in 
2008 including riots in Tibet, 1he boycott of 1he Beijing Olympic Games by some 
Western civilians and politicians. and 1he Sichuan earthquake. Al l  1hese incidenis in­
flamed nationalisl sentimenl. especially among the young. In Ibis context .  U11lwp11.'' 
China encouraged the Chinese governmen1 10 be more assertive with !he West .  

5 .  Anyone wishing to confinn the official view of h istory from which lhese 
evenls are con5picuously absent need only visit !he National Museum of China in  
Beijing. 

6. Hii. currenl lhesi� is also an impor1anl acknowledgment. i f  nol refutat ion, of 
hi!> earlier lhesis aboul lhe inevi1ability of the spread of liberal democracy and the 
"end of history." See Fukuyama ( 1 992). 

7 .  However, the number of "liberals" in China is growing. and these ·· l iberals'" 
conlribute lo debate� on the Internet and newspapers, such as those Iha! belong lo 
the N1mfang Media Group ba�ed in Guangdung Province. 

8 .  The must recent iteration of China"s leadership process has been perhaps lhe 
most comrovenial. Nol only was ii undermined by !he speclacular downfall of  for· 
mer poli1ical highflyer Bo Xilai, bu! the en1ire "performance legi1imacy" of lhe CPC 
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came under renewed and unwelcome scru1iny as a consequence (0 .  Bell 20 1 2 ) .  
Critic� of C h i n a ' :- undemocratic syslem argued that t h e  CPC might not b e  able to  
sustain i ts  posit ion i n  the face of growing challenges to its authority (Pei 20 1 2 ) .  

lJ. An c x t c n ..; i v c  l i l crature has  developed on the  conceptual and practical impli­
cations ol' g loha l i zalmn and i ts impact on national economies and policymaking. 
Sec Held and col leagues ( 1 999), Reich ( 1 990), and Cerny (2010).  

IO. Some C h i nese scholars, such as Lang and Sun J in 12012),  believe that 
China\ econmll) i�  on 1he edge of collapse; others point to the growing gap be­
tween different regions (see G. Zhou 200 1 ). Even critiques of China's controvenial 
currency po l icy and what is seen as the consequent overheating of the domestic 
economy have developed wi th in  China (see Chen and Tong 2007). 

1 1 .  Radical crit ics of China's economic policies claim that China's dominant po­
l i t ical fact ions have established a mutual ly rewarding. symbiotic relationship with 
1heir coumerparts in  the U nited States in  which the working classes have little pan 
and are essent ia l ly  reduced to being s imply another element of production (see 
Hung 2009). One does not have 10 accept this claim in its entirety to recognize that 
the posi t ion of the working class has changed in China, and this change has major 
implications for the ru l ing pol i t ical  el i te.  

12 .  For an overview of the debate. see the review anicle by Leng Zhaosong (201 3). 
I 3. T. Sh i  ( 2008) reports that Chinese c i tizens trust their political insti1u1ions 

more than c i t izens o f  any other East Asian society and suggests that support for au­
thoritarian regimes i s  not necessari ly incompatible with globalization and greater 
awareness of the idea of democracy. 

14. S ign i ficant ly. such v iews  are not confined to Chinese scholars but are also 
increasingly commonplace i n  the Wes!. See Kirshner (2008) and Venneiren (2010). 

1 5 .  The PLA has begun to play an increasingly prominent role in debates about 
China ·s foreign pol icy general ly  and the South China Sea issue in panicular. One of 
the region's more astute China watchers claims that .. the generals seem to be push­
ing the country toward a confronta1ional approach in sovereignty disputes in the 
South China Sea. one of the most dangerous flashpoints in the Asia-Pacific Region. 
Their rhetoric is s imple :  The PLA should no longer hesitate to punish countries that 
dispule China 's  c la ims  to myriad is lets .  as wel l  as the oil and gas resources under 
them" (lam 20 1 2 . online version) .  

1 6 .  An  extensive l i terature details US grand s1rategy, which undoubtedly renects 
its status as the hegemonic power of the era (see. for example. An 2003 and 
Brzezinski  1 997) .  S ign i ficantly.  nol only is  this literature widely known and com­
mented upon in China (see. for example. Z. Wei 2()().1. and S. Guo 2005 for reviews 
of Art 2003. and J. Shen 1 998 and Y. Xu 1 999 for review articles of Brzezinslr.i 
1 997), but i i  is  beginning 10 generate a similar body of work on China·s own strate· 
gic goals. See Ye Zicheng ( 2003 ),  Men Honghua 120051, Hu Angang l2003). and 
Ding Li ( 2 0 1 0) .  

17.  Mos I Chinese strategists believe that the grand strategy should include both 
a national security component and a fo�·us on national economic development. See 
Hu Angang ( 2003 ) ,  Ye Zicheng ( 2003 ).  and Shi Yinhong (2003). Other scholars 
such as Zhou Piqi ( 2005 ) lalr.e a more conventional. Westem-s1yle view of grand 
strategy that i s  mainly concerned wi th national security. 

1 8 .  As Leung ( 20 1 1 )  points out, China·s energy policy is stil l  evolving and .. far 
from coordinated and wi th  conlradiclions" ( 1 336). However. the state clearly con­
linues to regard energy security as 11 key strategic iss�. even if 11 debate is ongoing 
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about 1he efficacy of its approach. See Chapter 7 in this boo!.. tl long '' 1 th  S. Chen 
(201 1 )  and Downs (2004). 

1 9. Y11/i11 wri.�l1a11. 1·ifi11 wrihrm was firsl recorded in the report of the Sixtcen1h 
Nalional Congress of ihe CPC. M11/ill. a11fi11. fi1/i11 were ini t ia l ly promoted by Pre­
mier Wen Jiabao in the ASEAN Business and Investment Summit in October 2003. 
Sec Li Zhifei (20 ! 1 ). 

20. The following discussion draws heavily on lhc cxcellem paper by Jakobson 
and Kno� (20IO) .  

2 1 .  In February 2010 for example. aflcr the United States announced new arms 
sales to Taiwan. the MFA issued rou1ine protest but scholars wi1hin the mi l i tary CS· 
tahlishment pursuaded the government to impose sanclions on Boeing in retaliation. 
See Wang Cungang (20 12 ) .  

22 .  According 10 1he  United Nations Educational, Scienlific and Cultural Orga­
nizarion ·� lnsti1u1e of Statis1ics. more than half a mil l ion s1udents from China were 
doing overseas teniary educalion in 20 1 0. Indeed, one of the aulhors is l iv ing prool 
of lhe \•aloe of such an experience! 

23. Traditionally. Chinese realist perspecrives were influenced by Lenin. whose 
analysis of in1ema1ional rela1ions has profoundly affected Chinese th inking ( see Y. 
Li 2004). More recently neorealism has become more influential . and Yan Xue1ong 
ofTsinghua Uni\'ersitr is perhaps its most imponanr exponeni in China. Yan earned 
his doctorale from Berkeley. Ano1her prominen1 scholar. Zhang Ruizhuang from 
Nankai Universi1y, also earned his doc1orate from Berkeley with Kenneth Waltz as 
his supervisor. The dominace and influence of realist 1hinking may. of course. have 
a major impact on the foreign and securi1y policies of both China and the United 
S1a1es. The implica1ions of this possibility are considered more ful ly in Chapter 4. 



4 
Ea st Asia or Asia Pac ific? 

t
.
h i n a  h a s  r e emerged as a m a j o r  p o wer, a n d  it may once aga in p lay a 

pivota l  role in i ts  region,  if not the world. But  deciding quite what the geo­
graphic ex ten t  and membership of "the region" might actually be is not as 
straightforward as we m i ght expect.  As we suggested in Chapter 2. no ··nat­
ural" regions ex i s t ,  and they are a l l ,  to some degree or other, socially con­
structed phenomena that reflect the understandings and aspirations of their 
members.  They may a lso reflect a very material application of geopolitical 
power. These possibi l i t ies are thrown into sharp relief when we consider the 
largest regions in which China is  a major player: East Asia and Asia Pacific. 
A good deal  is at stake in the way each region is defined. 

I n  what  we now th ink  of  as  East Asia,  China has been 1he dominanl 
actor throughout  most of  recorded history. and as subsequent chap1ers 
demonstrale,  it is wel l  placed to be so again. In Asia Pacific. however. the 
abi l i ty  of Ch ina ' s  pol icymakers to asserl 1hemselves is constrained by lhe 
ex is tence of  an even  more powerful state: the Uni1ed Slates. As a result, 
Ch ina ' s  re la t ionsh ip  wi lh  the Uni led States represenls a major lest of its 
pol icymakers ' ab i l i ty  to manage 1he d iplomatic and str.uegic consequences 
of its growing power and importance. As we shall see. for many Chinese 
ana lys ts  and pol icymakers .  the U ni1ed Slates represents a formidable im­
pediment  to the goal of becoming a major power bo1h in the region and 1he 
wider world. The way ils relationship with the United Stales plays oul pro­
v ides an i mportant  indicator of China's abil ity lo inHuence a region in 
which the U n iled S t ates is act ively anempling 10 reengage tR. Ross 20 1 2). 
B e fore cons ider ing any of  the smal ler  regions and rela1ionships in which 
China m ight  eitpecl 10 p lay a preponderant role, therefore, we should exam­
ine S i n o - U S  re la1 ions in the context of 1he evolv ing slruggle Ill define 1he 
regio;� 

begin our  analys is  with a brief sketch of lhe his1oric� evolution of 
bilateral l ies.  paying par1 icular auention 10 the CoJd War period and US ef-
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fons to coniain commum.\rn. As we .�hall sec. mam anah\L\ in China re­
main convinced that the United Stales is  s t i l l  trvin; to n:n t am China and 
that the United States' vision of an Asia Pacific (;rd�r i' part of 1 h i s  overall 
strategy (Swaine 201 2b). The United State.,· high-profi le pivo! 10 the A'ian 
region is confirmation of this possibility for many Chinese oh,crwrs. Con­
sequently. we briefly consider the competing strategic v i , io11s that have 
shaped US and Chinese policy before considering whether e i t he r  country's 
policies can be achieved given the unprecedented, mutual ly  constrain ing 
na1ure of their growing interdependence. 

The Coming Collision? 

The clash between the interests and objectives of  China and the US was al­
mos\ inevi1able. Both 1he United States and China have a part icular sense of 
their own historical impor1ance and unique significance. We may have be­
come accustomed to Americans thinking that they have a uni4ue historical 
mission (T. Smith 1 994: Holsti 20 1 1 ) , but we must also recognize that 
many people in China also think their country is exceptional and has a par­
ticular role to play in world history (F. Zhang 20 1 3) .  Clearly, the number of 
countries that have uniquely important historical m issions i s  l imited, so the 
potential for misunderstanding and sleights to national pride, if not outright 
conflict, has always been present. In China's case, of  course, acute national 
sensitivity about its reduced international importance during the twent ieth 
ceniury has been a major influence on domestic and foreign policy (Calla­
han 20 1 0; Kaufman 20 10 ) .  China's diminished circumstances have been 
thrown into especially sharp rel ief by an ascendant Uni ted Stales, a country 
that has effectively created the in1ernational order with which China has re­
cen1ly reengaged. More is al stake than simply damaged nat ional pride . 
though. As Deng (2008) points out, "the s1ruggle for status" has tangible 
goals (21 ), and this struggle is part of a strategy to allow the PRC to secure 
core interests and project power in Asia and beyond. The Un i ted Slates'  
abi l i ty to directly or indirectly thwart Chinese ambit ions is  consequently a 
major foreign policy challenge. 

Even before the United States played such a prominent role in opening 

up China's economy, it had already effectively announced itself as a major 

Pacific power by forcing a similarly insular Japan to do l ikewise. The clash 

with Japan was momentous for lhe region, not just for Japan ( LaFeber 
1 997 ) : it demoni;trated just what an important role the Uni1ed States could 

directly or indirectly play in determining the way in which the ent ire East 

Asian region evolved. In the particular case of Japan, US intervention pre-
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cip i taled a profound in ternal transformation. which set the stage for Japan 
10 become a major regional power. Even though the United States' initial 
role in Ch ina Wi\)> not ns prominent or decisive as it had been in Japan. the 
US open-door policy took advantage of the impact of European imperialism 
to push its commercial interests. Unl ike the Europeans, however. US poli­
cymakers based the open-door policy on the principles of respect for Chi­
nese sovereignty and a preference for diplomacy over force (S. Zhao 1 998). 

Interest ing ly, late-Qing statesmen, part icularly Li Hongzhang, tried to 
use the U S  open-door policy as a way of balancing the influence of more 
dominant European powers (see T. Tong 1 997) .  Indeed, China suggested 
that the U nited States might  actually help to develop China's northeast re­
gion as a way of  poten t ia l ly  blocking the expansion of Russia and Japan 
into 1h is  area. Dur ing these troubled times, China's leaders enjoyed more 
cordia l  and poten t i a l l y  constructive relations with the United States than 
with other powers . Some of the activit ies of the self-strengthening move­
ment were directly related to the Un i ted States, such as the Chinese Educa­
tion Miss ion ( 1 87 2- 1 8 8 1  ) , which was first of its kind in Chinese history, 
and which sent students to the West to study. The leaders of the Nationalist 
revolut ion tr ied to repeat the re lat ive success of relations with the United 
States with Sun Yat-sen borrowing ideas from leading US political thinkers. 
This shared  h i story he lps  to expla in  the unfulfilled expecta1ions that Chi­
nese people he ld  about the Un i ted States' possible role in the Paris Peace 
Conference fol lowing World War I. The potential for misunderstanding and 
unfulf i l led e xpectations in Sino-US ties has been long standing. 1 

Nevertheless,  the repudiation of coercion in this period on the part of 
the Uni ted States is noteworthy for a number of reasons. First. despite the 
fact thal the U n i ted  States was not averse to using force to protect whal it 
saw as its national in terests in other places such as the Philippines and Cuba 
(Boot 2002) .  in Northeast As ia  the Un i led States did 001 unleash ils full 
strategic poten1 ia l  un t i l  compelled to do so by Japan's surprise attack on 
Pearl H arbor. S ign ificanlly. US policy toward the region had primarily been 
shaped by its auitude coward Japan ra1her than China. The US response to 
Japan ·s invas ion of Manchuria reflects. this priori1ization. As lriye ( 1 967) 
ra1her caus l ica l ly  observes, as far as US policymakers were concerned. 
"Japanese aggression. no matter how repugnant morally. was no great cause 
for alarm so long as i t  did not interfere with American business aclivities" 
( 1 82) .  This  ind i fference 10 and complacency about China's situacion also 
characterized postwar policy and helps to explain the surprise of US policy­
makers at what they would describe as the "loss'" of China to communism. 
US strategis ls  had s imply failed to understand or take seriously the 1hrea1 
posed by Mao and his followers. In  what would become 11 familiar pattern, 
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policymakers in 1he Uni ted S1a1cs fundamenlal ly misundcntood !ht• nat ure 

of 1he changes 1ha1 were occurring in China and could not bel ieve thal i ts  
popula1 ion m i{!hl actual ly choose t•ommunism as the basis of pol i 1 icu l  and 

socia l l ife in their  reunified country (Sd1al ler 1 979) .  

Coping with Hegemony 

For China. as for all stales in lhe period fo l low ing World War 1 1 .  the over­
whelming geopoli t ical real ily with which i ts po licymakers had lo contend 
was US hegemony. The insti tulional archi1ec1ure crealed under U S  ausp ices 
defined rhe context within which postwar inlcrnational relations pl:1yed 
1hemselves oul. What was dist inct ive ahoul !h is period , of course. was that 
the imernational system was effcc1 ive ly div ided be1ween cap irn l isr and com­
munisl camps. The Uniled S1a1es· grand s1rategy in  1he poslwar period was 
devoted 10 conlaining 1he threal posed by possible communisl expansion. 
Significamly. however. the principal focus of allenlion during the Cold War 

was Europe. not Asia. and lhe Uni1ed S1a1es' Asia policy .. developed largely 
oul of inadvertence" (Gaddis 1 982: 82). This statement may be something of 
an exaggeration. bul one can have l inle doub1 tha1 China was not high on the 
list of US strategic priorities for much of 1he Cold War period. 

The consequences of this relative neglecl were revealed when US poli­
cymakers fai led 10 capital ize on the split  between Beijing and M oscow. 
Ironical ly both the Soviet Union and lhe PRC were. for differen1 reasons. 
keen 10 improve relations with the United States during lhe 1 950s, but Chi­
nese overtures were treated wilh indifference by US policymakers. Ideolog­
ical tensions between lhe Sovie! Union and China came to a head when the 
Soviets refused to supply the Chinese with a sample atomic weapon in  1 959 
(Yahuda 2004). Relations between 1he 1wo communisl giants continued lo 
deteriorate during the early 1 960s. but  1he impl icalions of the growing d iv i ­
sions were largely losl on US policymakers. Not  unli l  US  presidenl R ichard 
Nixon's celebrated rapprochement with China in 1 972 did the Un ited Slales 
begin lo lake advantage of the divisions within the communist camp to un­
dcnnine the Soviet Union's position. 

From a Chinese perspective, however, 1hroughou1 the Cold War period . 
1m overriding sense of na1ional weakness and vulnerabi l i ly saw China's pol­
icymakers adopt a pragmatic auimde that reflected shifting geopoli1 ical c i r­
cumstances (K .  Yang 2006). China's leaders will ingly abandoned both their 
all iance wilh lhe Soviet Union and their posi1ion as revolut ionary champi­
ons of the developing world when conditions changed (Goldslein 2005 ) .  
Tile rapprochement wi th  the  Uniled States was driven by a growing concern 
aboul the threat posed by the Soviet Union-notwi1hs1anding the lwo coun-
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1ries· not ional id1.:ological  solidarily. However, as lhe Soviet Union's prob­
lems grew an<l Ch ina ' s  s1rategic position improved. lhe main focus of 
slrnlegic <ll len t ion and concern became lhe United States. US emergence as 
the sole superpower and dominant force of the era has seen it  become the 
primary focu s  of China 's  strategic planning. The conventional wisdom 
among China 's  strn lcg ic 1h inkers is thal the United States is an expansion­
ary hegemonic  force: responding to U S  power should, consequently. be the 
primary focu s  of China's  foreign policy efforts (Deng 200 1 ). 

As far as Chinese pol icymakers are concerned, it  is not simply 1he 
United States·  ma1crial  power that i s  important, but the sorts of values it 
embodies and promo1es.  The potential for normative dissonance between 
1wo such very d i fferent states has always been high, despite the degree of 
socializalion thal has occurred recently as Chinese policymakers take more 
prominenl parts in international institutions (Johnston 2008: Foot and Wal­
ter forthcoming) .  The biggest  cha llenge for Sino-US ties in particular and 
China's international position more generally occurred in lhe wake of brutal 
ending of the Tiananmen Square demonstrations. Two points are notewor­
thy in 1h is  conteit t :  First, good relations between Deng Xiaoping and his US 
counterpart George H. W. Bush  and former secretary of stale Henry 
Kissinger kept d ip lomat ic  channels  open and ensured that even this high­
profile incident did not derail the overa l l  relationship (Vogel 20 1 1  ). Second. 
China's post-Tiananmen pol icy marked the beginning of its assiduous ef­
forls to cu l t ivate good t ies wi th  Southeast Asia via its good-neighbor policy, 
as we eitpla in  in more detai l  in Chapter 5. Significantly. China was assisted 
in this ambit ion because many Southeast Asian leaders shared Beijing's 
concerns about US trade and human rights policies. something 1ha1 explains 
ASEAN's  "nolably muted" response to the Tiananmen incident (Ba 2003: 
632). Of more tangible long-term concern for China's policymakers, how­
ever. are the U n ited States'  b i lateral a l l iances-relationships 1hat highlight 
China ·s  own comparat ive  strategic weakness and the very real obstacles 
that confronl its preferred v ision of the region. 

The A rchitec ture of Hegemony 

The postwar  pol icy o f  the U nited States has profoundly influenced the de­
velopment of the ent i re East Asian region. In some ways this influence was 
simply a funcl ion of the U nited Stales' vastly increased relative power. All 
of the other major powers in Europe and Northeast Asia had been badly af­
fec1ed by the war, and the U S  posi1ion would have improved even without 
the massive s t imulus  10 ils previously languishing economy. However. US 
policy i n  Eusl Asia was notably d ifferen1 bOlh in i1s goals and impact 
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Whereas US policy was inslrumental in  creal int? the prci.:ondi l ion� for the 
reunificat ion of Europe, US policy in  Aliia had prec ise ly the oppo�itc effect 
In Europe the US policymakers used the Marsha l l  P lan to not on ly  kick­
starl reconstruclion but  lo underwrite 1hc creat ion of powerfu l reg iona l  in­
stitut ions such as the North A1lan1ic Treaty Organizat ion and what  would 
become the common market .  In East  Asia.  by contrast. U S  pol icy was de­
signed to perperuate a series of mutua l ly  exc lus ive b ih11enil s tnuegic rela­
t ions "'i lh their focus on Washington rather than the region i t se l f. The net 
effect of this policy. which reOec1ed the racial ly based assumptions preva­
lent in the United States afler the war, was to en1rench reg iona l  d i v i s ions .  
Indeed. not  unt i l  the Cold War came to an end i n  1 989 was con 1cmpla1 ing 
the emergence of an integrated ··Easl Asian·· region poss ible ( Beeson 2005) .  

A� far as China w a s  concerned. 1hen . US hegemony was associa1ed 
with 1ha1 country's exclusion from a reg ion in which ii had h i therto been 
the dominan1 force. I I  was not simply 1ha1 the region lacked the sorl of  in­
sti1u1ional infrastructure that had played such a crucial part in drawing: the 
formerly warring European powers together thal magnified China 's  isola­
tion. but i 1s exclusion was reinforced by a series of  m i l i tary a l l iances.  As 
we saw in !he previous chapter, the strategic t ies  wi th  Japan and South 
Korea have been par1icularly significant given China ·s troubled h i storical 
relalionship with Japan in particular. We also need lo recognize that from a 
Chinese perspective, lhese all iance relationships also mean that US lroops 
are pennanently stationed in China's immediate neighborhood and are con­
sequently seen by many Chinese scholars as a direct threat to nalional secu­
ri1y (see Dai 20 1 0: H .  Zhang 20 1 2 ). 

Pausing at this slage is  worthwhile lo emphasize jusl how lopsided the 
conven1ional strategic balance remains between China and 1he Un i 1ed 
S1a1es. despi1e all  the auention China's recenl m i l iiary acqu is i t ions  have 
been allracting (Barnes, Hodge, and Page 20 1 2 ) .  Certainly Chinese defense 
spending has increased significantly over recent years in line wilh its grow­
ing economic power. but China "s defense budget remains a fract ion of the 
Uni1ed States' (Crane et al. 2005). More importantly, perhaps. China's mod­
ernization drive has a long way lo go before the country 's  m i l i tary ap­
proaches anything like the sophistication or capabi l i ty of the Uni 1ed State s ' ,  
and  some prominent obi;ervers th ink  the  gap  i s  growing, no l  shrinking 
(Shambaugh 2002). Admilledly. that assessmenl is now a decade old.  and 
other observen are far less sanguine (Blank 2006; Chris1ensen 2006: Fravel 
200HaJ. bu1 we should note that while US participation in the wars in Iraq 
and Afghanistan may have been disastrous economically (St ig l i lz  and 
Blimes 2008), lhese conll icts have given US armed forces a baule- 1es1ed 
capabil i ty China·� much larger conventional forces may well lack. Worlh 
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remembering is  that Ch ina ' s  last major mi l i tary engagement was wilh Viet­
nam in 1 97 9 ,  ml ep isode thal leFI its army bloodied and humiliated. 

Ncverlhclcs�.  this kind of object ive assessment is no1 always pertinent 
when th ink ing  about the rationale behind China's mi l itary modernization, 
nor aboul the purposes to which its growing mi l i tary mighl could be put. As 
we shall  see in Chapler 6, the PRC's relationship with Taiwan goes beyond 
a simple-perhaps even  a ralional-mil itary calculus and has a talismanic 
importance that flows  from e x i stential  questions of national identity, in­
tegrity, and pride ( R .  Ross 2009; Gries et al. 201 1 ) . Whatever outsiders may 
think about such sent iments and debates. they are profoundly important and 
constrain the freedom of act ion of policymakers. Realist scholars such as 
Yan Xuetong ( 2003)  argue that  pressure should be applied to Taiwan and 
force should be used if necessary. Whi le  such v iews may not be universally 
held, they reflect a powerful current of thought in China about the Taiwan 
issue, the solut ion to wh ich  remains one of the principal tasks of the CPC. 

Not o n l y  is t h e  q uest ion of Taiwan's  future status a destabilizing irri­
tant in  the b i l ateral  re la t ionship  wi th  the United States. but in the view of 
many Chinese observers.  US pol icy stops China from realizing its ambi­
tions to become a regional and even a global power. Ye Zicheng (201 1 ). for 
example, argues that  u n i ficat ion is a precondition of China's becoming a 
world power. and the  U n i ted States is the only country that is actively in­
volved in  frustrat ing that ambit ion.  For some Chinese observers. Taiwan's 
unresolved status presents an  obstacle 10 China's strategic expansion into 
the Pacif ic  region (T. Z h u  200 1 ). Other Chinese commentators also stress 
the fundamenta l .  nonnegotiable i mportance of Taiwan and unification and 
recognize the potent ia l  the issue has to damage Sino-US relations (8.  Zhao 
1 997) .  

The heightened sensi t iv i ty about US arms sales lo Taiwan is the mosl 
visible manifestat ion of a S ino-US relationship that is characterized by in­
creasingly h i g h  leve ls  of distrust .  As Lieberthal and Wang (20 1 2 )  point out, 
a fundamental  problem haunts Sino-US relations because "'it is strongly be­
lieved in China  that the u l t imate goal of the United Stales in world affairs is 
to maintain its hegemony and dominance and. as a result. Washington wil l  
allempt to prevent  the emerging powers. in particular China. from achiev­
ing their goals and enhancing their slature" ( 1 0- 1 1  l .  

The recenl  decision of the Obama administration to pivot toward the 
Asia Pac i fiL' region after years of comparative neglect is confirma1ion of the 
potent ia l ly  constra in ing  i m pact of U S  policy as far as many Chinese ob­
servers are concerned ( R .  Ross 2 0 1 2: Swaine 201 2b). For some commen1a­
tors in China,  US pulky is  seen as an unwelcome anempl lo intemalional­
ize what i s  seen as a domestic problem tJu and Ge 20I O), while others 
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believe the Uni1ed S1a1es is in1en1 on mobl iz ing regional st: l ll's i n  an effor1 
10 con1ain China (J. Zhang 20 12 ) .  Indeed. most worry ing for ('hint'1'C s lrale­
gic planners is what Secretary of State H i l lary Cl inton ( 20 1 1 l somewhat eu­
phemistically described as ··forward deployed diplonuu:y. · ·  The most visible 
manifestation of US efforts to increase 1h:11 coumry ' s  regional prl'M:nce and 
profile has been the conclusion of new or renewed defense re lat ionships 
"'ith rhe l ikes of 1he Ph i l ippines and even Vie tnam (Whi t lock 2 0 1 2<1) and 
the es1ablishment of a permanent base for US troops in norlhcrn Australia. 
The rationale for th is ffiO\'C was spelled out by President Barack Obama 
(201 1 ) '  

As we plan and budget for the future. we wi l l  allocate the resources nec­
e,sary to maintain our �lrong mil i tary presence in this region. We will prc­
ser\"e our unique ability to project power and deler 1hrea1� 10 pc;ice. We 
will keep our commitments. including our treaty obligatiuns lu al l ies like 
Auslralia. And we will constantly strenglhen our capab i l i 1 ies to meet the 
need� of the 2 1 st century. Our enduring interesls in the region demand our 
enduring presence in lhe region. The United States is a Pacific power. and 
we are here to stay. 

While this message was well received in Austral ia and mos1 of the 
countries involved in territorial disputes with China in the South China Sea, 
understandably enough. it was less raplurously received in China.2  This re­
action is hardly surprising. Chinese scholars, commen1a1ors, and pol icy­
makers have. after al l ,  read the writings of some of 1he Uni1ed States · most 
influential analysis and absorbed 1heir views about the inevi1abi l i 1y of con­
flicl. Indeed. interested Chinese readers can now read such opinions i n  their 
own journals (Mearsheimer 201 0). Having said that, 1he official  response of 
Chinese government representalives to the change in US policy was gener­
ally muled. Assistant Foreign Minisler Le Yucheng ( 20 1 1  ) , for example. ar­
gued that "the US has never left lhe Asia-Pacific, so there i s  no · rel  urn '  to 
speak of. China does nol want 10 and cannot push the United Slates oul of 
the Asia-Pacific." The generally measured tone of offic ia l  statemenls 
notwithstanding. a general concern has arisen among many senior Chinese 
policymakers, such as Cui Tiankai, fonner vice minister for foreign affairs 
and curren1 ambassador to the United States, that the United States i s  '"play­
ing wilh fire" in the South China Sea, an area where China has "core in1er­
ests" <Dean 20 1 1 .  online version). 

When hetn in 1he longer sweep of regional history, the United States· 
policy shift gives 11. renewed, tangible expression to a different v i sion of the 
region baliCd on Asia Pacific rather than East Asia. For some observers, the 
contest 10 define the region i s  an expre11sion of a more fundamental long· 



East Asia or Asia Pacific? 61 

term contest  bc lwccn China and the Uni ted States for internalional domi­
nance (Frc idbcrg 2000: Mcarsheimer 2 0 1 0 :  Brzezinski 20 1 2 ;  S. Zhao 
20 1 2 ) .  I n  shor l . many be l ieve  that an inescapable struggle for hegemony 
wi l l  determ ine lhe fu1ure internalional order in the Asia Pacific and eventu­
ally throughout the world.  Whatever we may think about such claims. they 
have a long and inf luent ia l  track record in academic circles and ultimately 
among some policymakers.  

Hegemonic Tra nsition Theory 

A brief theoretical d igression i s  important at this point for 1wo principal 
reasons. First, "hegemonic transition" theory, or simply "power transition" 
theory, h igh l ights  many of the background assumptions that prevail in both 
the Un ited States and Ch ina ,  whether they are explicit ly addressed in the 
case of academic analys is  or impl ic i t ly  suggested in  the foreign policies of 
both countries .  The second reason flows from the first: in both the United 
States and C h i n a .  real i s t  i n ternational theory, or the assumptions that it is 
predicated upon, directly or i ndirectly influence the construction of foreign 
pol icy and grand strategy ( Kirshner 2 0 1 2) .  As we have seen, China has had 
a long trad i t ion of what  we might  describe as realist thinking (Johnston 
1 995) .  but one o f  the more ironic consequences of China's recent opening 
has been to re inforce the influence of this sort of thinking in contemporary 
China. 

Hegemonic transit ion theory emerges from realist thinking and conse­
quently shares a l l  of that tradit ion's  strengths and weaknesses. Certainly the 
model offers a re lat ive ly  parsimonious account of the international system. 
its inner dym1mics,  and-most ambitiously-its future. and it does so by fo­
cusing overwhe lming ly  on material and systemic factors at the expense of 
nearly everything e lse  . .l As with  mainstream realism. little auen1ion is paid 
10 the social or po l i t ical  conlext  wi th in  which policy is formulated or the 
ideas and norms that migh1  influence policy thinking. Most fundamentally. 
perhaps, and also in keeping wi th  the realist tradition. scholars of hege­
monic trans i t ion assume that conflict is an inev itable. inescapable part of 
lhe overa l l  system of international relations (S .  Chan :!008). 

Significantly.  theorizing about hegemonic transitions has gone in and 
out of fashion.  Original ly fonnulated by A. F. K. Organski in lhe la1e 1950s. 
lhe theory of hegemonic transitions assumed 1ha1 ·'the fundamental pallems 
of international re lat ions w i l l  not be altered by ski l lful .  reasonable. or sin­
cere talk" (Organski 1 968: 48 1 ) . In other words. and in keeping with Ille re­
alist trad it ion.  material c ircumstances dictate poli1ical outcomes. However. 
the overwhel m i n g  dominance of  the United S11ues-espccially following: 
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1he co l lapse or 1hc Sovicl Union-and the apparent s1abi l i 1 y  of 1hc intcrna­
lional system made some of 1he original c la ims uhoul the inherent ly dy­
namic na1ure of inrcrnalional re lations and the inevitabi l i ty  of conflict look 
imp lausible . Indeed. much allcnlion was frn.:used on "hegemonic stability .. 

and the idea that the Uniled States played a unique role in stab i l i 1: i ng  the in­
lernational system by providing \' i la t  col lect ive go(lds ( K indlcbcrgcr 1 973;  
Keohane 1 980). This theoret ical model has also gone oul  of  fash ion , but 
some of its mosl impor1an1 assumptions have been rcart i cu latcd by <1 new 
generat ion of scholars who claim 1ha1 US hegemony has someth ing d i st inc­
live. and thal !his dis1inc1ive clement has contribu1cd to sys1cmic stubi l i ty  in 
1he postwar period (Ikenberry 1 998). Moreover. much US  :.cholarsh ip  over 
the las! half cemury or so has explicitly or impl ic i 1 ly  assumed that an inter­
na1ional order wi1h lhe United Stales at ils apex was both un inev i tab le  ex­
pression of its material dominance and normat ively desirable (S. Smith 
2002). 

Of late. however. many of these assumptions have begun to  change. 
Not only have a growing number of critical scholars drawn aucntion to the 
possible deleterious impact of US dominance and the values wi th  which it 
was often associated (Cox 1 987;  C. Johnson 2004: Agnew 2005 ) .  but the 
very material foundation of US power has also increas ingly come into 
question (Pape 2009: Schweller 20 10 :  Layne 2 0 1 2 )-bolh issues 10 which 
Chinese scholars have drawn attention. A simi lar debate is  taking p lace in 
China about a possible US decline. with the majority of scholars bel ieving 
that the United State�· problems are temporary and that US hegemony wi l l  
be sustained. Liu J ianhua and Deng Biao ( 2 0 1 0) ,  for example ,  argue that 
the structural importance of the US dollar and 1he capacity of the U n ited 
States to institute policy mean that thai country will continue to dominate­
a conclusion thal is strikingly al odds wi1h much U S  commemary. S im i ­
larly, Chinese commentators such  as Feng Weij iang ( 20 1 2 ) and Li Cheng.­
hong (20 l l b) both believe that i t  is  too soon to make any defin i t ive 
judgment abou1 a possible US decline. However, a minority believe !hat the 
decline of the United Slates is in fact happening and cite the U nited States· 
ineffective policy in the Middle East in support of th is  thesis (Z .  Zhang 
20 1 2 1 .  Other�. such as Wu Qian and Fang Qiulan ( 20 1 2) suggest lhat the re· 
cent fimmcial crisi� effectively marks the end of US  dominance. 

The ri!.C of China and the possible decline ol' the Un i ted States have. 
therefore, led to a revisiting of lhe assumplions about the nature of hege­
monic power and the possibili1y lhat i i  may be subject to challenge-hence 
the renewed in1erest in power transi1ion lheory. One of the most in t1uential 
slalements of power lranKition lheory was developed by Robert Gi lp in .  Fol· 
lowing Organski, Gilpin (I 9K I J argued that economic development, indus· 
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cr ial iwi ion.  and 1cchnological change altered the relative economic weighl 
or different act ors in  the intcrnalional sys1em and thus the existing balance 
of power. I n  T h i s  unstable con1cxt, rising power.s would inevitably seek to 
assen thcm�clves and establish a new balance in which their positions were 
enhanced. As a consequence, "those actors who benefit most from a change 
in the soc ia l  system and who gain the power to effect such change wi l l  seek 
10 alter the sy�tcm in ways that favor their interests. The resulling changed 
system w i l l  rcrlcct the new distribution of power and the interests of its new 
dominant members" (9) .  

Preci.�ely th is  set  of circumstances currently obtain: seen from the per­
spect ive of power transition theory, a rising China and a declining United 
States are on an inevi table col l ision course as China seeks to improve its 
position. The presumed zero-sum nature of the distribution of power and its 
benefits means that China's  gain must come at lhe expense of the United 
States. Some U S  analysts who accept that China is rising at the United 
States' expense consequent ly argue that "the United States has a profound 
interest in seeing Chinese economic growth slow considerably in the years 
ahead" ( M earsheimer 200 1 :  402). Mearsheimer (200 1 )  believes that power 
has a material basis: changes in its distribution wil l  destabilize the existing 
order and encourage dissatisfied powers to push for a new regime that re­
flects their  own preferences. As a result .  Mearsheimer argues that the best 
the U nited States can do is  to postpone the inevitable. In 01her words, 
change. competition, and conflict are inescapable parts of a dynamic inter­
national sys!em; all that can be done is to prepare for the inevitable conse­
quences of structural change. 

S ign ificantly, some power transition theorists consider that regions are 
an espec ia l ly  i mportant arena in which a rising state wi l l  initially begin to 
manifest i t s  growing power and its potential challenge lo the international 
system as a whole ( Lemke 2002). Before we consider how that theory man­
ifests i tself in East Asia,  however, we should spell out the nature of !he po­
l i t ical and economic relationship between the United States and China; not 
only is  th is  relationship remarkable and unprecedented in its own right. but 
it  places potential sign ificant constraints on both countries as !hey seek to 
adjus! to i.:hanges in their rela!ive standing. 

The Political Economy of Sino-US Relations 

Most analyses of Sino-US relations focus on their s1rategic dimensions or 
implications for se"·urity. Understandable as this focus may be, a narrow 
view neglects i mportant elements of the relationship and constraints on the 
abil ity of both sides to act. One of the most striking foatures of the relation-
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ship between 1he United Stales and China has been lhc 1\· 1 1 1arL1hJc  degree 

of interdependence and integration that has developed lw t wi.::c n  the two 
economies. to a point where some observers suggc!<il thal  t h i n k i ng of !hem 
as entirely separate entities no longer makes sense. The phrn�l' may be awk. 
ward. but whal Ferguson and Schuluric k ( 2007 ) descri b e  a�  . .  Chi merica•· 
caplures something of the deeply interconnected n:1 1 u rc o f  the two 
economies. The way !his relationship evolves and the poss i b l e  i;onstrnims ii 
places on borh states will have a major impact on not only t h e i r  bi lateral re­
lationship. bill also on the international system more genera l l y. I t  is, !here. 
fore. worth spell ing out how lhe re lationship works and whm its potemial 
impact may be. 

At the hearl of 1he growing interdependence be1wecn the U n i1ed States 
and China is a long-term transformation in 1heir economic for1unes. China 
has. as we have seen. rapidly developed over the last three or four decades 
10 a point where it wi l l-all other things being equal-soon overtake the 
United States as the world's largest economy ( M .  Wol f  20 1 1 ) .  Symbol ically 
significan1 as this event will be-especia l ly  for a U S  populat ion that has 
become accustomed to its global preeminence-it obscures profound differ­
ences in the structure and international role of both economies.  Average per 
capita incomes in China remain a tenth of those in the U n i ted States,  and 
this disparity has important implicalions for bolh 1he bila1eral rela1 ionship 
and the wider international economy (Rachman 20 1 1 ) .  Despite China's  re­
markable developmental achievemen1s, in many ways it remains  a develop­
ing country, and this status has major ramifications for economic policy and 
exlemal relations. 

The major point of economic friction between the U n i ted States and 
China is the 1rade relationship and 1he vast deficits 1he Uni 1ed States contin­
ues to run.� Even though many observers claim that lrade figures have been 
rendered essentially meaningless by the sort of complex.  transnational pro­
duction structures that we discuss in Chapter 5, they remain poli t ical ly con­
tentious (Sturgeon and Gereffi 2009). One does not have a hard t ime seeing 
why: the benefits of the bilateral economic re lat ionship are unevenly 
spread. The apparenl loss of manufacturing jobs 10 China anracls much at­
tention, while the advanlages of increased profitabi l i ty  in  a private com­
pany such as Apple may be lesi; obvious.:; Clearly, US consumers have gen­
erally benefited from the Oood of cheap imports that have been generated 
by the likes of Walmart as they ulil ize Chinese labor lo drive down prices in 
the United Stales (Hughes 2005: Hale and Hale 2008 ) .  A number of US 
companies have, therefore, benefited enormously from their investments in 
China, and consequently, powerful vested interests in  the U nited Slates 
wish to see the e1ttant relationship continue. Having said 1ha1, we must also 
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poinl out  lha t  C h i n a  c learly remains a focus or continuing concern and pol­
icy act i v i s m  in 1hc US Congress (T. Xie 2010) .  

Much of  t he  negat ive  sentiment toward China  results rrom the  diffi­
culty of dec i d i n g  who wins and who loses in such a complex economic re­
lat ionsh ip .  A balance is  hard enough to strike in the "real" economy or trad­
ablc goods and services.  It becomes even more complex in the financial 
seclor, but th is  e lement i s  arguably the most important one or lhe relation­
ship and the greatest source or  uncertainty at present. Two crucial points 
need 10 be made about the trade relationship and its consequences: first, 
China acc u m u l ates large quantit ies of US dollars as a result or i1s growing 
lrade surp lus  w i th  the U n i ted States. These foreign exchange holdings are 
rurther boosted by the manipulation of the yuan,6 a manipulation that is de­
signed to protect the competit iveness of products made in China. The value 
of China's c u rrency is not market determined like the US dollar but actually 
pegged to the US dol lar 's  value,  in part, to enhance the competitive position 
or China 's  domest ic  industry but also as a political response to the power 
and influence of domestic interest groups (Steinberg and Shih 20 1 2 ). With­
out recogniz ing  how inter l inked political and economic forces actually arc 
in  China,  i mportant pol icy posit ions cannot be understood and are baf­
ningly at odds wi th  Western expectations and economic theory. 

The conven1 ional  economic wisdom has it  thal as China's economy ex­
pandi; and its surpluses  grow, its currency ought to rise. The fac1 that it 
doesn ' t  i s  a resu l t  of the efforts of Chinese monetary authorities. something 
1hat g ives  producers based in China an unfair advantage. influential US 
commentators argue ( Krugman 201 1 ) .7  And yet if  the greal influx of foreign 
currency in lo Ch ina  i s  not 10 creale inflationary pressures that might have 
negative pol i t ical  consequences. capital inflows need to be "sterilized" and 
recyc led. On lhe one hand.  Chinese authori1ies use so-called s1erilization 
bonds. n way of forcing domes1ic banks to hold low-interest-bearing bonds 
and a means through which the supply of credit can be concrolled (M. Wolf 
2009). On che other hand. Chinese financial authorities must look to invest 
elsewhere. Here the relative advan1ages of 1he incumbent hegemon remain 
clear: the U n i1ed States'  long·established financial markets arc the largest 
and mosl l iquid in the world. China, l ike Japan before ii, has chosen 10 re­
cycle ils vast store of US dol lars back to 1he United States and invest them 
primari ly  in  US Treasury Bonds and other forms of govemmen1 debt (R. 
Murphy 2006) .  This  relationship. in  many ways. suils both panies: China 
gels a seemingly secure investment vehicle, while an increasingly indebred 
US governmen1 can pay its bi l ls  and maintain interest rates that migh1 oth· 
erwise be significantly higher. This relationship has been aptly described by 
former US treasury secretary Lawrence Summers ( 1 998) as "'the balance of 
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financial 1error." As Summers impl ies .  th is  re lat i onsh i p i., not w1 thu11 1 us 
dangers-espec ial ly for China. 

Managemem of the enonnous foreign rcser\'c� 1lrn1 ucnuc from 1hc cf­
for1s of China's monetary authori1ies to manage 1hc value of the yuan i s  en­
trusted to State Administration of Foreign Exdrnngc. i l l l  agcni.:y within the 
People's Bank of China. Although US governmcm dchl is  widely i.:on�idcrcd 

10 be one of the safes! investmenls in the world. unl ike fapan. China has ac­
tually losr money on ib investments in the Unilcd S l ates ( O k i molo 2009) .  
One of the  problems with investing in the Uni ted S imes-something to 
which China's economic success and overnll policies aclUal ly contribute-is 
that the US dollar. like the economy. has been in a long-term pallern of de­
cline (Eichengreen 201 1 ) . As resul t .  Chinese investments in the U n ited 
States are notionally worth less as well .  The recognition of China's exposure 
10 1he weakness of the US economy and associated government policy is 
causing great anxiety in China and growing domestic crilicism of what are 
seen as failed or unjustifiable policies.K 

The growing band of domestic critics in China have a point :  not only is 
1here something odd about what is sti l l  one of the world's poorer countries­
on the basis of per capita incomes-lending vast amounts of money to one 
of the wealthiesl . but China's overall economic well-being i s  increasingly 
dependent on the United S1ates .  From a Chinese perspect ive,  grea1 danger 
looms in that  the United Stales wil l  seek to shift  the burden of economic ad­
jus1ment caused by its own problems onto others-something i t  has done in 
the past ( Beeson and Broome 20 !0 ) .  As Barry Eichengreen (20 1 1 )  points 
out, this possibility has major impl ications as far as the U S  role as system 
stabilizer and reliable economic par1ner is concerned: .. Recent events have 
nol exactly enhanced 1he repu1a1ion of the United States as a suppl ier of 
high-quality financial assets . . .  a budget-deficit prone US government wi l l  
be  pumping out  debt as far as the  eye  can  see. It  wi l l  be  tempted to reson to  
inflation 10 work down 1he  burden. That temptation wi l l  be  even greater now 
thal the majority of its marketable debt is  held by foreigners" ( 1 2 1  ). 

For this reason, China's leaders have begun to explore the possibil i1y of 
developing an alternative to the dollar as the reserve currency. They have 
also begun to allow the yuan to be used in internal trade and bond markets. 
something that would undoub1edly increase i ts relative i mportance but al 
the cosl of control over its value (see Prasad and Ye 20 1 2 ) .  This di lemma is 
11 major one for the Chinese authorities as a compe1itive currency is  a major 
part of un overall social compact that protects domestic industry and a s1ill­
e11:panding labor force. Again, the Chinese government is  not shorl of do­
mestic advice about the possible merits of these policies. A major domestic 
debate is  laking place abou1 currency reform, with prominent scholars such 
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as Lu Feng (2012) of Pek ing University arguing lhal lhe appreciation of 
China's exchange rate is 100 slow. He claims lhat three obstacles are in lhe 
way 10 reform. Firs t ,  policymakers are not well informed about exchange 
rate pol ic ies .  Second, powerful vested interests in exportation-related sec-
1ors :ire block ing  reform. Third, a widespread unease st i l l  exists about the 
role of a market mechanism in delermining China's economic policy. In 
contrast lo Lu's measured calls for policy adjustmenl, populists and nation­
al ists draw lessons from the Japanese experience when the United States 
forced Japan t o  i ncrease the value of the yen and argue China should not 
fal l  into a s im i lar trap ( see Niu 201 2) .  

I f  1hc Chinese au1hori1 ies are  constrained and struggling 10 define a po­
l i t ically sustainable pol icy position, 1hey are nol alone: the challenge is no 
less great for the ir  US counterparts, even if litt le empirical evidence can be 
found of an abi l i ty lo exercise economic leverage on China's pan (Orezner 
2009 ) .  Nevertheless ,  pol ic ies toward China have a growing visibil i ty and 
political sens i t iv i ty  and no polit ician can afford to appear "soft" on China. 
And yet when US pol icymakers are encouraged 10 adopt a more assenive 
attitude lo China, the growing constraints on their actions are all too evi­
denl. A s  Secretary of  State H i l l ary Cl inton observed, ··How do you deal 
toughly with your banker?" ( MacAskil l  2010, online version). The poinl to 
emphasize here is that for both the Uni ted States and China. the growing 
depth and complexi ty of their economic relationship is placing major con­
straints on the i r  ab i l i ty  to act i n  other policy areas. This situation may be 
entire l y  in keeping wi th  the pacifying expectations of liberal interdepend­
ence theory ( Keohane and Nye 1977;  Ikenberry 201 1 ) . but that possibility 
brings Huie consolation to policymakers in either coun11y who are still ex­
pected to pursue na1ional interests. even in a system tha1 is characterized by 
ever greater degrees of transborder economic integration. Precisely because 
China and the U nited S1a1es are l imi1ed in wha1 1hey can do to each other. 
policy toward 1h i rd par1 ies assumes a renewed importance. and the compe-
1i 1 ion lo construe! a new regional institu1ional archi1ec1ure has become such 
a focus of auemion and expression of the relative intluence and standing of 
both powers. 

Realizing Regions: Competing Visions 

As we have stressed, nothing "natural"' or inevitable can be found in lhe e.uenl 
or membership of any given region. While regions may exhibi1 powerful 1.'00-
1iguous, geographic features 1ha1 continue lo shape the policy oplions and be­
hoviors of states in importanl ways (Kaplan 20 1 2), lhe precise ex1en1 of re-
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gional boundaries rs ult imately a product of po l i t ica l agrcrnk'lll En.·11 in Eu­
rope. the long saga of Britain 's appli(·ation to join till' Hi 1 l l thtr; 1 h:' that its 
member.�hip \\·as anything bu1 preordained. tkspitt' hcin,!! u 1 1 ;1 1 1 1h ig uo11s ly a 
member of Western Europe and a pan of a gcncrnl11.cd Jmk(1-('h 1 1, t ia 1 1 .  l ihcral­
democratic culture. The British experience also rcn11nds u' that enthusiasm 
about the idea of Europe on the pan of the genera l popu l;1t ion i s  1101 a prerequ i­
site of memhership of fom1al regional organizations ci 1 lwr. But Bri ta in\ h istor­
ical amhivalence notwithstanding. its leaders have general ly agreed that power­
ful reasons can stilt be given for remaining an insider and thus able to mlluence 
the development. and enjoy the advantages. of Europe:m integration (Gowl;md. 
Turner. and Wright 201 0).� 

Similar forces are at work in China's region. too. but they are compli­
cated hy competing visions about how the region should be organ ized and 

which countries should be part of it. In part. thi .� uncerta inty about regional 
identify reflects the belated start to regional development i n  this part of the 
world. but the existence of compe1ing ideas about regional composit ion is 
also testimony to an overlay of geopol it ical rivalry that does not exist in 
quite the same way in Europe. Even when geopol i t ics was an issue in  Eu­
rope. its contentiousness had the effect of shoring up !he boundaries and 
even !he ident ity of the common market (as it then was) i n  opposit ion to, 
and separate from. something else. In the area of which China i s  a part, 
competing ideas about regional identity and organization actual ly overlap. 
making institutional development an exercise in ident i ty construction as 
well as pol itics (Terada 2003). As a consequence , ideas about regional de­
velopment are becoming a focus of interstate r ivalry, espec ia l ly  between 
China and the United States (Beeson 2006). Given the potential importance 
of these institutions in defining the region and China's place in ii. a brief 
retrospective tour of the most important organizational innovat ions i s  in 
order. 

Asia Pacific Economic Cooperation 

A� we explain in the next chapter, ASEAN is perhaps the most enduring re­
gional organization of its sort outside of Europe itself. Like the EU .  it was a 
largely uncontested product of the Cold War and was actually shaped by oth­
erwi�e unpropitiou� circum�tances. ASEAN is significant in the contexl of the 
pre�ent discussion because subsequent regional institutional <levelopments­
inc\uding the security-oriented ASEAN Regional Forum (ARF), which we dis­
cuss in more detail in Chapter 5-have followed ASEAN's distinctive style of 
diplomacy. But ASEAN was the exception that proved the rule: unti l  the Cold 
War was over, the pos�ibility that some1hing like the East Asia or Asia Pacific 
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reg ion could ex  l� t  i n  an inslitu1ionalized form was foreclD!led by seemingly 
implacab le ideological d iv isions.  What is more surprising. perhaps, is thal the 
structurnl tran�fnrm;1t ion of the international sys1em appears not lo have had as 
much of i;ll impact on lhc region as we might have expected given lhe promi­
nence of syslem ica l l y focused lheories of international relalions. 10 

As we now know. the div isions of the Cold War proved lo be far less en­
during than many had expected. Even before the Soviet Union collapsed. in­
terest was growing in the possibi l i ty of developing new regional instilutions, 
although their precise purpose and membership were not always clear. In the 
case of Asia Pac i l'ic Economic Cooperation (APEC), this uncertainty re­
mains one of its defining features and is reflected in its membership, which 
covers a vast geographic area and includes radically different political 
economies. 1 1 Whether A PEC actually constitutes a region is a moot point. As 
Duzan ( 20 1 2) observes, "a region that spans oceans and contains half of the 
world stretches the concept beyond breaking point" (23) .  Revealingly, its 
principal architects were A ustralia and Japan (even if the latter was forced to 
take someth ing  of a backseat as a result of l ingering sensitivities about its 
role in  the region dur ing World War II) (Funabashi 1 995) . I �  The principal 
motivation for both Austral ia and Japan was to ensure that they were institu­
tionally engaged in a part of the world in which they have both been seen as 
outsiders ( Beeson and Yoshimatsu 2007) .  

S ign ificant ly,  A PEC's original agenda was determinedly nonpolitical, 
or so its pr incipal  architects bel ieved. APEC was the product of the exis­
tence of an array of . .  track two" organizations in the region (Woods 1993). 1 .1 

on the one hand, and the efforts of a highly motivated and influential "epis­
temic communily" on the other. According to Haas ( 1 99 1 ), epistemic com­
munit ies are · ·composed of professionals (usually recruited from several 
discip l ines)  who share a common casual model and a common set of val­
ues. They are uni ted in a bel ief in the truth of their model and by a commit­
ment to translate this 1ru1h onto public policy. in the conviction that human 
welfare w i l l  be enhanced as a result" (4 1 ) . 

In APEC's case the epistemic community that agitated for the forma­
tion of APEC was composed primarily of neoclassically lruined economists 
drawn from A ustral ia and Japan and. to a lesiier extent, the United States. 
Indeed, notably, wh i le  Australia and Japan were enthusiastic about APEC, 
1he Un ited States-despite the fact the puta1ive organization offered it 
prominent " insider" status i n  Asia Pacific-was initially lukewarm about 
lhe entire enterprise. In that regard not much has changed since APEC was 
inaugurated in 1 989. Successive US administralions have shown linle en­
thusiasm for APEC, in pun because its goals and capacities have oflen been 
unclear, and its modus operandi unconvincing (Ravenhill 2001 ). As with 
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much of the region's expanding in�1 i 1u1 ion;tl archi lL'Cturt' .  APE<' \ 1  as forced 
10 adopt the ASEAN way of volunlari�m and rll·got iation in ordn ((1 c11:-.urc 
the participation of Asian states who 11·cn: genera l ! �  undcnd1dmed by 
APEC's trade l iberalization agend.i and the po%ibi l i ty  they might be forced 
to comply with any binding commitments. As a conseqlll'tlCC, APE('\ l t lst i ­

tutional capacity has been minimal and so has the overnll impact or ih trade 
l ibera l ization agenda 

Jn retrospect. APEC is most s ignificant for the purposes of th i s  d i scus­
s ion for two reasons. First .  i t  offers a marked contrast wi th  the Ea:-.t Asia 
Summit (EAS). an organization with a s imi lar membersh ip. even less dear 
goals. but crucially-----(1f late. at leasl---enthusiastic US su pport .  We d i scuss 
this organization in more detai l  below. The point to note at th is  stage is that 
the US interactions with APEC and the EAS form metaphorical bookends 
in the United States· recent inst i tut ional engagement wi th  the region and 
highlight just how much its approach has changed. The second reason for 
looking at APECs development i s  because i t  also highl ights how much 
thinking about regionalism has changed in China. One can pos.� ib ly  argue 
that from a Chinese perspective. APEC was primarily sign ificant because i t  
provided a learning experience for an emerging cadre of more sophist icated 
diplomats and because it also included Taiwan-even i f  Taiwan had to be 
described as ·'Chinese Taipei" to assuage mainland sensit iv i t ies .  As a con­
sequence of Taiwan's inclusion and a more general lack of enthusiasm 
about a rather narrowly conceived. difficult-to-implement trade l i beraliza­
tion agenda. Chinese support of APEC has been muted at best (Calder 
2008). 

John Ravenhi l l  ( 200 1 )  suggests that China's principal motivations for 
joining APEC were instrumental: membership in APEC offered a way of 
minimizing Japanese and US influence and of preparing the way for its sub­
sequent WTO application. Like most other East Asian slates. China had l i t t le 
enthusiasm for the sort of policy agenda pushed by the Un i ted States and 
Australia subsumed under the rubric of the "Washington consensus" (Beeson 
and hlam 2005). Commentators in China have tended to lake a s imilar view. 
Former presidenl Jiang Zemin ( 1 996) developed an influential and represen­
tative view that some economic and technological cooperation was neces­
sary if liberalization was lo continue. However, APEC was not necessari ly 
the vehicle through which cooperation would happen. On the contrary. 
doubts abuul APEC's usefulness on the part of Chinese officials were rein­
forced by ils role during the financial crisis of 1 997- 1 998. APEC ought to 
have been uniquely well placed to play a pivotal role in the management of 
a crisis !hat profoundly affected a number of economies in East Asia. In  re-
111 ity, APEC was conspicuous by its absence. and the major crisis response 
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was orchestrated hy the I M F  ( Beeson 1 999)-with profound consequences 
for both the cr i,. i s -s t r ickcn counlries and for lhe region's overall develop­
menl (S t ig l i 1 1. 2002) .  As for as China is  concerned, the most imporlant out­
cume of 1hc Asian financial cris is was a growing interest in the development 
of EaM A.�icm ins t i tu t ions .  or which ASEAN Plus Three (APT) is the most 
significant t hus  for ( sec ,  for example. Lu and Zhao 1 999). 

ASEAN Plus Three 

The primary s ign i ficance o f  the A PT grouping al this stage is lhat ii exists 
at all. This judgment  may seem rather harsh, but for all the attention the 
APT rece ives ,  l i ke  much  of the region's expanding institutional architec­
ture, tangible outcomes are not th ick on the ground. That it includes the 
three regional heavyweights-China, Japan. and South Korea-in addition 
to the members of A S E A N  gives it great symbolic significance as an ex­
pression or  a par1 i cu la r  regional v is ion .  Consequently, dismissing this 
grouping out of hand wou ld  be unwise,  despite ils modes! achievements 
thus far. At the very least it provides an important indicator of the evolution 
of inst i tut ional  deve lopment  and of  the sorts of institutions that regional 
elites think ought to  be developed (Terada 20 1 2 ) .  

T h e  fact that  a grouping w i th  an exclusively East Asian membership 
actual l y  ex is ts  is reveal ing in itself: as recently as the 1990s such an initia­
tive fai led to gain tract ion, despite the best efforts of fonner Malaysian pre­
mier Dr. Mahath i r  b i n  Mohamad.  Dr. Mahathir is famously hostile to the 
possibi l i ty that Western powers might exerl an undue influenr.-e over lhe re­
gion through organizat ions  such as APEC. As a resull he agitated for the 
creation of an As ian caucus wi ch in  APEC co represent "Asian" views. Sig­
nificantly.  Mahath i r  looked to Japan-a longtime innuence on Malaysian 
development and. i n  the early 1 990s, s t i l l  1he region's largest economy-lo 
lead lhe development  of an East As ian Economic Caucus (Hook 1 999). 
Equally significant ,  Japan was boch unable and unwilling 10 rise lo the oc­
casion and prov ide che sort of  regional leadership that mighl have setn lhe 
Asian economic caucus realized. Once the LIS intention of opposing such a 
development became c lear, Japan decided 10 go along wilh lhe wishes of its 
principal strategic a l ly  and once again failed to offer lhe sor1 of leadership 
some in the region had hoped for. 1 " 

Much has changed in the intervening period. True. Japan is still strug· 
gling to define its reg i onal posit ion, bu1 the region ilself has undergone a 
number of profound changes, not the leas I of which has been China's rise 
and ils newly acquired slatus as lhe region's larges! economy. China is nol 
constrained by the same sort of t ies to the Uniled S1a1es thal have made 
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diplomalic life so difficult for Japan. On thl' contrary. C h i 1 K'\l" offKia l.-.  are 
ac1ively looking for ways to counter what they sec as the pcrcn 1 1 i ;d problem 
of US hegemonism. The key difference hctwccn lhc 111 1 d - l 990� and the 
early 20 10s is nor simply that China has ecl ipsed J apan a� the Lt�t Asian 
region ·s largest economy. but that the East As ian reg ion :i� a whok has be­
come painfully aware of the absence of the sorts of 1 m t i l 11 t i o 1 1 -.  Dr. Ma­
ha1hir was so keen to create (Pempel 2006). 

The principal catalyst for this transform:ition in thinking about the pos­
sible ments of exclusively East Asian institut ions was the economic crisis of 
the late J990s (Beeson 2007a: Grimes 2009). The crisis highl ighted the in­
adequacy of existing institutions to deal with cri.�es and i l l u.\lrated how re­
liant the region was on the l ikes of the IMF in their absence. Notably. the in­
augural informal meeting of what was to become APT took place in the 
midst of the Asian crisis on the sidelines of an ASEAN summit in 1 997. The 
principal outcome of this meeting was the establishment of the East A.�ian 
Vision Group, to establish a road map for subsequent development .  The 
most tangible outcome thus far has been the so-called Chiang Mai In i t iative, 
which emerged from the APT finance ministers meeting in 2000 (Henning 
2002; Grimes 2009). Significantly, the APT moved to embrace monetary 
rather than trade cooperation. At one level ,  the organ izat ion's move might 
seem a pragmatic response to the problems revealed by the cr is is-and in 
many ways i t  was.  of course. At another level .  however, monetary coopera­
tion at the regional level offered the possibi l i ty of construct ing indigenous 
defenses against a variety of external threats-both economic and polit ical .  
This area was also one in which China had the potential to play a leadership 
role (Dieter 2008). 

One must remember that a major long-term transformation has taken 
place in the way its neighbors view China, and much of th is  improvement 
can be traced back to the economic crisis of 1 997- 1 998. At this time, when 
many of the region's currencies were in free fall as a consequence of capital 
night and collapsing investor confidence, China's monetary authorities re­
�isted the temptation to indulge in a process of compet i t ive  devaluat ion . 
Not only did China's decision take some of the pressure off d istressed re­
gional economies such as Indonesia, Malaysia, Thailand, and even South 
Korea, but i t  also made clear just how influential China had the potential to 
be (Bowles and Wang 2006). The fact that this latent power was exerc ised 
in support of i ts neighbors made for a seminal moment i n  reestabl ish ing 
China as a potential regional leader. Because this transformation in China's 
fortune� came largely at the expense of Japan, whose own effort.� at leader­
ship had failed yet again, the episode was even more consequential as far as 
the long-tenn evolution of the region was concerned ( Lincoln 2004) ,  
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Like other regional inst i lul ions. the APT has adopled the ASEAN way 
of opernlion . 1 �  �omcthing that is entirely in keeping with China's own nor­
malive preferences and polit ical traditions (Yoshimatsu 2009). For 1his rea­
son, and the facl lhat neither the United Stales nor any of the other Anglo­
American style economics such as Australia are included. APT has become 
China's preferred vehicle for regional diplomacy (X .  Zhang 2006). Despite 
the fact 1ha1 Chiang Mai Ini 1 ia1 ive currency swap arrangements that were the 
cenlerpiece of the A PT- inspired monetary cooperation have not proved terri­
bly effective when confronted with the global financial cri!iis (Emmers and 
Ravenhi l l  20 1 1  ). the s ignificance of the APT may prove to be more political 
than narrowly "technical" ' and economic. Indeed, in many respects the estab­
lishment of  ins t i tut ional ized networks of cooperation and communication 
may prove to be one of the most enduring legacies of the APT initiatives. 
True, these may be "talk shops" to some extent, and the "deliverables" may 
be modest ,  but  we need to remember that these evolving networks are 
emerging in a region characterized by generations of contlict and mistrust in 
which China has been seen a potential source of revolutionary instability 
rather than economic stabi l i ty unt i l  very recently (Pempel 2005). 

The v iews of Ch inese commentators are especially revealing in this re­
gard. Many observers in Ch ina  believe that the APT has the potential to 
promote China 's  foreign policy and strategic interests. The hope and ell.pec­
lation has been that the APT offers precisely the sort of multi lateral mecha­
nism that has become a more prominent and successful part of China's in­
ternational engagement .  China ,  ii was widely believed. could improve the 
relations with ASEAN,  contain Japan, and prevent Taiwan from developing 
a greater internat ional and regional profi le. as well as open up new eco­
nomic opportuni t ies  in China 's  western region (Qiu 2003: Tian 2003). For 
stale officials such as H u  Zhaoming (2002) from the MFA. the APT repre-
5en1ed an important potential  platform for China to exercise what had­
un1il recently, at least-been an increasingly effective part ofChina·s diplo­
macy in  1he region. Yet despite the fact that 1he APT enjoys strong backing. 
from the Chinese government and the enthusiastic endorsement of many 
commentators and analysts in China. its future prospects are anything but 
certain. Not only does it face the perennial challenge thal has confronted all 
regional ins1 i 1u1 ions i n  actual ly translating potential into reality. but i i  also 
i!i confronting growing competition. Nor is the struggle simply one for in­
stilulional preeminence.  On the contrary. whichever ins1i1ution eventually 
emerges as the most important w i l l  also play a large role in determining 
who is in  the region and who is out The consequences of exclusion could 
be significant. which explains the renewed in1eres1 in regional engage�nt 
on the part of the Uni led Slates. 
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China's Regional Competitors 

As 1eslimony 10 how much has changed in  E:1s1 Asia ;uul As ia  P:ic i fic . the 
Obama administration has decided to reorient ils pol icies and m.ikc what it 
de!>cribes as the ··Pacific'" region a major priori!y. Some dcmcnts of  lhis re­
orientation ha\•e been predictable and in  kt:'cping with !he U n ited S tates'  
iraditional approach lo the region. The Un i ted State:-.· b i l atcrnl strategic re­

lations with lhc region ha\'C a lways formed the backbone of i t �  h u b-and­
spokes security archilecture. and unsurpri s ing ly. perhaps. lhc Un i ted States 
has looked 10 reinforce some of those re lat ionship!-. as part of  i l s  reorienta­

t ion toward the region. There is  l inle doubt that  from a U S  perspect ive ,  
China is 1he major chal lenge in  1he reg ion and the princ ipa l  reason for re­
orienling policy. As the Departmenl of Defense's ( 20 1 2 )  most recent stale· 
ment on strategic guidance puls it : 

The maintenance of peace. s1abil i 1y. 1he free !low of commerce . and of 
U.S. influence in th is dynamic region wi l l depend in par! on an underlying 
balance of mil i1ary capabil i 1y and presence. Over lhe long tenn. China 's 
emergence as a regional power will have lhe polenl ia l 10 affec1 1he U .S .  
economy and our securily in a varie1y of ways. Our 1wo countries have a 
s1rong stake in peace and stability in East Asia and an interest in bui ld ing 
a cooperali\•e bila1eral relationship. However. the growlh of China's mi l i ­
tary power must be accompanied by grea1er clar i ty of i ls strategic inten­
t ions in order to avoid causing friction in the region. The U nited States 
will continue 10 make the necessary investments to ensure 1ha1 we main­
ta in regional acce�s and 1he abi l i ty to operntc freely in keeping wi th our 
treaty obliga1ion� and with inlerna1ional law. Working closely w i lh our 
network of allies and partners. we wi l l conlinue to promote a rules-based 
international order lhat ensure� underlying s1abil i ty and encourages the 
peaceful rise of new powers, economic dynamism, and construct ive de· 
fense cooperation. (2J  

While this expression of US policy might be predictable, i 1  i s  no1ewor­
thy that it is now just part of a more multifaceted approach to engagement 
with the region. Although the United Slates has, as we suggested, generally 
been less than enthusiastic about regional institutions, of late 1ha1 alt i tude 
appear.; to have changed. When the EAS was ini t ia l ly established, the 
Uni1ed States appeared uninteresled. 1 h Indeed, in the first phases of the 
EAS's existence, the United States was not even invited to be a member, 
and whether the proposal would even survive, let alone amount to a signif­
icant organizalion in a region that was beginning to have a surfeit of such 
initiative!i, was unclear ( Malik 2006). Afler all, when former Au1>tra l ian 
prime mini!iter Kevin Rudd launched his proposal for an organization cal led 
the Asia Pacific Community, ii was met with studied indifference through-



East Asia or Asia Pacific 1 8 1  

ou t  th<.' region.  And ye t  Rudd's enthu.siaslic pro.sclyti1.ing on  hehalf o f  some 
�ort of  i rl<.'lu:-. ive A:-. ia  Pm:ific organization ult imately gained traction in 
Wa:-.h ington 

While the United States may not have signed on to Rudd's specific pro· 
po:-.aL US pol icymakers began to see the value of having an institutional­
i1.ed presence in  the region in which China was rapidly becoming .�uch an 
influent ia l  and geopol i l ica l ly  consequential part. Renewed US interesl in 
the EAS can be expla ined by the fact that, firstly, the organization exis1s 
and doesn ' t  have to be invented, thereby avoiding adding to 1he oversupply 
of regional in i t iut ives.  Secondly, its Asia Pacific membership and logic give 
the Un i ted States a presence in what may now become a more important in· 
st i lUt ion w i t h  US backing.  Indeed, notably, US interest in the EAS has the 
potent ia l  to  transform what was a seemingly redundant forum into an insti­
tut iona l i zed mechanism with which to constrain Chinese intluence. In this 
regard the U n i ted States is  assisled by lhe addi t ional presence of India-a 
long-standing rival of China's, as we expluin in Chapter 7-as an important 
counterweight to  China wi th in the broadly conceived Asian region. 

An exclus ive zero-sum view of institut ional innova1ion is nol necessary 
to appreciate that 1he rise of the EAS might come at the expense of China's 
preferred reg iona l  organizat ion, APT. Cumroux ( 20 1 2 )  argue.� thut China 
has sought to make 1he EAS's membership as inclusive as possible as a way 
of undermin ing  its possible coherence and effectiveness. In this regard, 
Russ ia 's  presence in the EAS may have !he same impacl i t  did in APEC. 
raising quest ions about the purpose and identity of the grouping and mak­
ing any agreement on gouls less l ikely. While some Chinese commenlators 
predictably sugges1 that US policy i s  designed 10 rnnlain China (T. Zhang 
20 1 0) .  others such as Wang Guanghou ( 20 1 1 l suggest thu1 the Uni1ed 
States '  involvement in organizations l ike the EAS rnuld actually help to re­
solve otherwise intractable problems. Wei Ling (20 1 1  ) ,  a prominent figure 
in the Ne1work of Ea.�1 Asian Think-Tunks. argues that China should not be 
too unhappy about the enlargemenl of the EAS and recognize that some re­
gional balancing is an inevitable response 10 China's druma1ic rise. As a rt· 
sui t .  she argues. China should seek to take more regionul responsibility and 
promote further regional cooperation. 

Whether such a sprawling. a l l - inclusive grouping can rise above the 
sort of  problems !hat have plagued APEC from its incep1ion remains 10 be 
seen. The c lear l imitations of APEC and 1he possible d ifficulties con­
fronting the EAS.  especial ly g iven China's l imi1ed support. may help to ex­
plain the U nited Stales' other recenl initialive, 1he Trans-Pacific Partnership 
(TPP). Or ig inal ly  a proposal for a free trade agreement among Brunei, 
Chile. New Zealand. and Singapore in 2005--of a sort thal have become 
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such a prominenl feaiurc of the region. hO\n'n·r it is dcfincd - -l hl' TPP tuuk 
on much greater s ignificance when the U n ited State� tk·cilkd lu  hccomc in­
volved in 2008 . 1 7  US inlercsl in lhis agrccml'lll lll'l'ds to IK' seen i n  !he con­
texl of a proliferarion of reg iona l frl'.'c t rade agn.:cmcnts  1ha 1  i n v am1 h l y  ex.­
elude the Uni1ed States and thal are lhought 10 have mi advcrsc imrac t on 
ils irade pos i l ion in the reg ion . Cruc ia l ly. however. the U n i 1 c d  S t <Ucs indi ­
ca1ed that i i  wan1ed to rernin feamre� of exis t ing prd"crcn t i ;i l trade agrcc­

menls i i  has i n  the region with Auslral ia . Ch i le . Peru. and S i ngapore. The 
na1ure of these agreements means that if U S  pre ferences u lt imotc ly deter­
mine the TPP 's agenda , ··rather limn becom ing a genu ine reg iona l free 1rade 
agreemenl in which each parly has a s ingle 1ariff schedule for a l l 01her par­
ties. i i  w i l l  be more l i ke  AFTA's I ASEAN Free Trade Arca 's l complex web 
of bilateral agreements .. (Capling and Ravcnhill 20 1 2 :  1 1  ). 

Given that !he ASEAN Free Trade Area (AFTA ) has achieved very l i t ­

! le in promoting trade l iberalization ( Baldwin 2006) .  what the real  goal  of 
the TPP is actually supposed to be is worth ask ing .  Capl ing and Ravenhil l  
(20 1 2 )  argue that "the Obama administration is using the TPP to promote 
lradilional security concerns including slrengthening bi laleral m i l i tary al ­
l iances in 1he Asia-Pacific . the projection of power to counter China.  and 
1he promotion of democracy. human r ights ,  and the rule of law" ( 1 4 ) .  The 
fact thal the region's biggest trading nation has conspicuously not been in­
vi1ed to join has led many observers in China to believe that the TPP is  pri­
marily about achieving geopol it ical rather than economic goals and in­
lended to isolate and pressure China into further, far-reaching reforms 
(Lieberthal and Wang 20 1 2 ) . 1 8  Significantly. not only commentators in 
China are concerned about the noneconomic elements of the TPP agenda 
( Davis 20 1 2 ).  Prominent economist and free trade advocate Jagdish Bhag­
wati ( 20 1 2 )  argues that lhe TPP is a "polilical response to China's new ag­
gressiveness, built therefore in a spiril of confrontation and containment. 
not of cooperation . . . .  America's design for Asian lrade is inspired by the 
goal of containing China, and the TPP template effec1ively excludes it. 
owing 10 the non-trade-related condilions imposed by US lobbies." 

One has little difficulty seeing why so many commentators in China 
are skeptical about the underlying motives and impact of US-sponsored ini­
t iatives such as the TPP. Even though Chinese officials may be right lo be 
concerned about the underlying motiva1ion behind the Uni1ed States' re­
newed interest in regional institutional developmenl, countering it muy 
prove difficult. The reality is that the Uni1ed Stales has a long track record 
of effectively "securil izing" economic issues (Higgott 2004), along with 
using its dominanl stralegic position lo pursue goals in a number of other 
issue areas. Chinese officials have )'el lo develop such capabil i t ies, and this 
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shorlc( lm ing  may have major consequence.� for China\ place in the region, 
the W<tJ ih  mstitut ions operate. and the very definition of the region itself. 

Conclusion 

Despite some or the claims made about China's impact on the international 
system ( Jat:qucs 2009: Halper 2010) ,  thus far, at least, l i ttle evidence can be 
found to support the hegemonic transition thesis (Beeson 2009c l .  US influ­
ence in China's neighborhood remains significant in part because China is 
far rrom heing a real "peer competitor." On any measure, China\ influence 
and power remains significantly less than that of the United States. True, 
things are rapid ly changing, and real reasons can be found for thinking that 
"this time i t 's  different," and that the US really is in a period of long-term 
decl ine,  espec ia l ly  when compared to a sti l l-rising China. Bur even in the 
area where China's advantage seems to be increasing most rapidly as a con­
sequence of its continuing economic development, the capacity of China's 
policymakers to translate these gains into real international influence is still 
l imited. 

In a regional context. however, China has a good deal more potential 
and an imposing historical track record of influence, i f  not dominance. And 
yet China has experienced d i fficulty in actually exerci�ing renewed influ­
ence in quite the way its policymakers might l ike, and not just because the 
United States has made l i fe d ifficult. On the contrary. recent Chinese for­
eign policy and the apparent wi l l ingness of some of its leaders to contem­
f)late using force to achieve its goals have undermined years of hitheno ef­
fect ive d ip lomacy, as we shall see. In much of the region, the Chinese 
"brand" has been badly damaged, providing a major opportunity for the 
United States to repos ition it�elf as the sort of "offshore balancer" rhat gen­
ernt ions of  US :inalysts h;we considered vital to Eas1 Asian stabi lity {Art 
2003) .  1 9 China's policies have h:id the unintended effect of reinforcing this 
somewhat paternalist ic view of thi: region and made tht" construction of e."<­
clusively East Asian institutions more difficult as a consequern.:e. Nowhere 
has the rapid transformation in China's position been more dramalically i l ­
lustrated than in Southeast Asia, a region to whil·h we now tum. 

Notes 
J. For imporiant Chinest" interpretations of the early history between the 

United States and China, see Tao Wenzhuo and He Xingqiang {'.!009). 
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2. This de\•clopment was met wi1h ahnosl uni"crsally lll'�Ul l \ l' commentary in 
China. something thal had po1cmially ncgali\'C consc4uc1K·cs for rdation' with both 
the United Stales and its allies in Southeast A'iia and Austral ia.  Chi 1 1 ; 1\ nationalistic 
Gfohal Timrs was illus1ra1ivc of how strongly many in  China ldt ahoul their histor· 
ical claims and their relations with the slares of Southeast Asia in  pmlicular when i 1 
edi1orializcd rhat it might be necessar}' 10 use force again�t lhc l i lc�  of the Phil ip­
pines. See GfolJUI Time.t (20 1 2) . 

3 .  A \ •asl  real is t  lilerature and a growing number of  cr i t ic ; 1 I  :. tudies have 
emertled. For an imporiam collcctinn. sec Booth ( 20 1 1 ). 

4. The problems facing the US economy have been cx1cnsivdy dc1ailcd and are 
compounded by 1he polarized nature of US po l i l ics and 1hc d i ffic u l t y  of r:i is in@. 
ta:>.es. Suffice i i lo say. many obser\'ers think 1hc defici1 and 1hc im1bi l i 1y or leaders 
10 address it are not only raising troubling qucsiions abolll 1hc US government 's 
abi l i ty 10 manage lhe domestic political consequences of its economic pmblcrns, but 
also undermining the United Stales· intema1ional standing and authority :1s wel l .  See 
Allman and Haas (2010) . Cohen and Delong (20 10 ) .  Crony ( 20 1 2 ) ,  and Eichen­
green (20 l l ) . 

5. One of lhe many paradoxes of the g lobal economy is thal China "s labor force 
is growing because of demand from 1he Uni1ed Slates for rhc sorr of  cheap products 
low Chinese wages can provide. Apple retains mos1 of 1he pmfi 1s 1ha1 accrue from 
the more profitable design and distribu1ion elemenls of the manufacture of  an 
iPod--only $4 of \•a\ue was added in the produc1ion of a $300 product . according to 
one survey {Varian 2007). 

6. China's currency is also known as lhe renminbi . 
7. As oiher commentators have po i med oul. however. simply reva lu ing the 

yuan wi l l  nol so\\'e the Uni1ed Slates' problems. which appear 10 be more deep 
sealed and struclural. See Hale and Hale (2008) . 

8. In addi1ion to the increasing influence of China 's ou1spoken net izens. schol­
arly cri1icism has focused on China's slructural dependence on the Un i ted Stales. 
See Song Guoyou (2008). 

9. Al the lime of wri 1 ing, however. Britain's stalus as a long- term member of 
the EU is les� cenain lhan i t  has ever been-a reminder or how even in Europe . re­
gional idemi1y and diplomacy are subjecl 10 changing international c ircumstances 
and domestic pre�sures. See Davidson (20 1 3) . 

IO .  The definitive slatemenl on 1he suppoM:d influence of the structure of 1he in­
ternalional sy�1em comes from Kennelh Wallz ( 1 979). However. in  the Asia Pacific 
region. other, nonsystemic fac1ors seem equally consequential when it comes 10 ex­
plaining slate behavior in 1he aftermath of 1he Cold War. See Beeson (2007b). 

1 1 .  APEC's membership has cominued to expand and now includes Auslralia, 
Brunei, C1muda, Chile. China, Hong Kong. Indonesia, Japan, South Korea, 
Malaysia, Mexico, New Zealand. Papua New Guinea. Peru, the Phi l ippines . Russia. 
Singapore, Taiwan. Thailand. 1he Uniled States. and Vielnam. 

12. Indeed, Japan's wanime role and ib inubilily lo lead the region in subsel1uc:n1 
dende� ser\'e� a� an imporlant reminder of both the imponance or h is1ory and the 
comparali\'e effectivencs� of China\ region-building efforts. See Beeson ( 2008). 

13. "Track 1wo" organizalions refers lo organ izat ions such as lhe Council for Se­
curity Cooperalion in the Asia Pacilic and the Pucific Economic Cooperu1ion Coun­
ci l in which informal diploma1ic relalions are es1ablished be1ween nonslale officials 
�ucl1 a� academic� and re1ired dvi\ und mil i1ary officiab, who lake parl in confi· 
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dcncc -hui ld ing  m: t iv i l ic" that have paved the way for more subslantive in .. 1itutions 
such ii' Al'EC and lhc A R F. Sec Capic (2010) and Simon (2002). 

14. Tcrnd;1 ( 2003. 20 1 {1) argue� !hat Japan was inilially a supporter of APT be-
1.:au'I: the ent ire idea of "fa1st Asia" has become more acceptable and commonplace. 
somet h i n g  that mighl  he expected to consolida1e its position. Of lale, however, 
Japan ha� come up with its own ideas about possible regional ins1i1u1ion" and is 
more inlcrcstcd in a wider grouping !hat could offset China's growing innuence in 
Easl As ia .  

15 .  We explain the ''ASEAN way" and ils impacl on China in Chapter 5. 
16. The EAS 's current membership is Ausnalia. Brunei, Burma, China, Cambo­

dia, India. Indonesia, Japan, Laos, Malaysia, New Zealand, !he Philippines. Russia. 
Singapore, South Korea. Thailand, Vietnam, and 1he United State.�. 

1 7 .  Current or negotiating members are Aus1ralia. Brunei . Canada. Chile. Japan. 
Malaysia , Mexico. New Zealand, Peru, Singapore, Vietnam, and the United States. 

1 8 .  For example , Du Lan (201 1 )  argues tha1 the TPP is designed to contain 
China and i s  part o f a long-term effort to redress the trade imbalance. Likewise. 
Shen Minghu i ( 20 1 2 ) th inks that although 1he TPP may be useful for small coun­
tries . it i s primarily a tool for the United S1ates lo achieve its strategic goals and dis­
rupl rhe East Asia regional cooperation. 

19. lmerestingly, even prominent US slltdents of geopolitics and realpolitik are 
now questioning whether such a strategy is any longer appropriate or feasible in the 
twenty-first century. See Brzezinski (20 1 2). 



5 
Southeast Asia 

C h i n a 's  r e l a t i o n s h i p  with  what  we now think of as Southeast Asia 
stretches back over hundreds, i f  not thousands, of years. For most of that 
lime. China has been the dominant force in an area we now think of as East 
Asia. As we have suggested, these geographical labels are somewhat arbi­
trary and overlapping, but they have their uses. For the countries of South­
east Asia in part icular, the idea of a distinct regional identity is an important 
part of what defines the region and gives its members a greater collective 
presence on the world stage (Charrier 200 1 ) . As we shall sec. China contin­
ues to play a not ins ignificant role in helping to define Southeast Asia as a 
discrete geographical ent i ty and as a collective actor. Therefore, important 
cont inuit ies can be found in the relationship, but also new challenges and 
opportuni t ies. Whether or not China or the various Southeast Asian states 
acting col lect ively or individual ly can overcome 50me fonnidable obstacles 
to cooperation and exploi t  possible mutual gains remains to be seen. 

For China,  Southea5t A5 ia  is a critical te51 case of its evolving regional 
strategies. In the hierarchy of China's regional relations, Soulheast Asia oc­
cupies a spec ia l  place in  the thinking of policymakers and commentators. 
Zeng Pinyuan (2004) .  for example. thinks that Southeast Asia is vital for 
China because it has potential as a springboard for China's global ambi­
tions, it might be used to l imit  the influence of Japan and the United States. 
and most importantly for our purposes, it offers a testing ground for China ·s 
overal l  fore ign policy. For this reason. more effort and attention has been 
spent on trying to get relationships in Southeast Asia right than in any other 
region. The so-called chann offensive that has anracted so much auention 
and that seems-or seemed-to mark a new era in Chinese foreign policy 
thinking and practice has been more ful ly developed in Southeast Asia than 
anywhere else ( Kurlanlzick 2007). The abilily 10 reassure some of its near­
est neighbors about lhe nonthreatening nature of its "peaceful rise" will be 
given an especia l ly  demanding test in Southeast Asia. While a rising China 
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presenls many economic opportuni1ies for 1hc region.  Southeast Asian lead­
ers are increasingly nervous about !he potcnt iu l  s trnlc,g_iL' consequences of 
China's !!rowing power. The principal focal point of lht·sc anx ieties is in the 
South China Sea where China's territorial c laiml<i threaten to undermine its 
claims to be a good neighbor and enthusii1stic parl ic ipanl  in  the sorl of re­
gional forums that have been pioneered by ASEAN ( Bool 20 1 2) .  

To explore th i s  tension between China's stnitegic goals and the possi­
ble opportunities presented by its economic expansion.  we in i 1 i a l l y  sketch 
rhe his1orical and geopolitical context in which the  rcla l ionsh ip  is  embed­
ded. As we have suggested. history maners a lot to Ch ina .  but i t  has also 
profoundly influenced the way many Southeast As ian po l icymakers think 
about their stales individually and collectively as well . Fol lowing this dis­
cussion. we analyze the growing economic 1 ies between C h i n a  and Sou1h­
eas1 Asia before considering whether they can prosper g iven  the  unresolved 
tensions generated by China's territorial ambil ions and m i l itary moderniza­
tion. In shon, is China's rise more alarming than charming ( Beeson and Li 
20 1 2a)? 

China and Southeast Asia in Context 

Whal we now think of as 1he Southeast Asian region was a pivotal  part of 
the Sino-centric order that had its quintessential expression in  the tr ibutary 
system. Ties between China and a number of its Southeast As ian neighbors 
are, therefore. deep and long standing. The influence of Chinese cu l ture on 
Vietnam. for example. is profound. but not someth ing that has guaranteed 
amicable relations as a consequence. On the contrary. bilateral ties between 
Vietnam and China have frequently been fraught .  and notably. Vielm1m is 
one of the countries in the region that is concerned about China ·s intent ions 
and most enthusiastic about reestablishing strateg ic  t ies  w i t h  the U nited 
States (Thayer 20 1 2 ) . A keen sense of his1ory can, therefore . be a source of 
uncenainty as well as a possible basis for common values or approaches to 
policy issues. Vietnam is also an important exemplar of  lhe i mporlance of 
another key pan of China's regional presence: the .. overseas Chinese ."  

The Overseas Chinese 

Chine� trade with and even immigration to the Southeast Asian region has 
been going on for hundreds of years. However, not unti l  the second half of 
1he nine1een1h cen1ury did large-scale emigration from Chimt slart to occur. 
Once again, European imperialism was lhe principol dr iv ing force of 1h is 
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process. Althou�h l im ited numbers or Chinese migrants had been moving to 
1he Phil ippines. Thailand. and what we now think or as Indonesia. the num­
bers before the ni neteenth century remained small, although many of the!tC 
migrnnts would assume an economic prominence and importance that be­
lied their numerical s ignificance (Osborne 2000). 

The Bri t ish Empire was one of lhe most imponan1 condui1s channeling 
Chinese (and to a lesser extent ,  Indian) labor into Southeast Asia. In 
Malaysia and especia l ly  S ingapore, Chinese immigrants proved to be pro­
foundly imporlant parts of lhe national developmental experience. Although 
many of the immigranls who worked in imperial Britain's mines and plan­
tations were regarded as temporary arrivals, they eventually became part or 
national sociely. In Malaysia's case that was-and to some extent slill is­
a deeply problematic exercise that has given a unique charac1er 10 lhe na­
lion 's publ ic  pol ic ies and poli t ics (Gomez and Jomo 1997). Unlike Singa­
pore, where e thn ic  Ch inese were the dominant social group, people of 
Chinese e thn ic i ty  were a large. economically powerful minori1y in 
Malaysia that had to be accommodated into an exlant indigenous popula­
tion or b11miputero.'i. People of Chinese descent represent around 30 percent 
of the population but control about 60 percenl of economic activity. The de­
velopment of Malays ia ,  espec ia l ly  its subsequent policies of positive dis­
crimination and the eth ica l ly  d iv ided politics that generaled, cannot be un­
derstood without taking into account the role of rhe ··overseas Chinese." 

The language is  conten1 ious and the quotation marks are necessary 
once again as many of the overseas Chinese are really anything bur. and 
have few if any contacts wi th  the mainland. And yet despite having possi­
bly l ived for generations in somewhere such as Indonesia. for eumple, a 
cont inuing sense of d i fference. separateness, and occasionally tension can 
be found between people of Chinese descent and indigenous social groups. 
Indonesia is also another important example of the way in which a numeri­
cally small  group of ethnica l ly  Chinese people has assumed a dispropor­
tionate l y  prominent  place in  national economic life. By some estimates 
"Chinese" business accounted for some1hing l ike 73 percent of na1ional 
economic output.  despite '"Chinese" people accounting for only 3.5 percenl 
of the population. A s imi lar  story can be 1old aboul the Philippines l50 per­
cent economic output .  2 percent of the population) and even Thailand ( 8 1  
percenl of the economy, I O  percent of t he  population l . 1  Significantly. how­
ever, 1he process of  social integration has gone fur1her in the Philippines 
and espec ia l l y  Thai land: questions of ethnicity have ceased to have any­
lhing like lhe sal ience they once did. 

Neverlheless. the prominent role played by Chinese business groups 
continues 10 ch is  day and attracls some rather sensational cla.irns about the 
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importance of "bamboo ne1works'' and the poh!nl i : i l  l·rnnmn i l' hcncfils thm 
mighl accrue to China as a consequcnct:' ( Sc:igra\"C 1 99 ) ) .  A few general 
points aboUI 1he nature of Chinese business and its po.�.� 1 h l c  s ign i ficance to 
bolh China and Southeast Asia are worth making :11 lhc o u l s c l  because a 
number of interconnected issues ouglu to be considcn:d separately. 

First. distinctive business practices art• assod:ncd wilh the Ch inese di­
aspora. Some argue thal a distinct form of Chinese c.ip i ta l i sm ex is ts .  one 
lhat is associated with close family control . personal authority. smal l-scale 
enterprises. a reliance on subcontrncl ing.  and e l aborate networks of per­
sonal obligation. the last being a hallmark of Chinese business organizmion 
and success in lhe of1en unforgiving social and business env i ronmcnls en· 
couniered in Southeasl Asia ( Whilley 1 990). The imporrnnce of social con· 
nections. or 1:11a11xi. clearly has been an imporlant parl of 1he way business 
has been done among ethnically Chinese businesspeople in  Southeast Asia 
(Cheung 20 1 2 ).  Also evident is  that th is  form of bus iness  structure i s  no1 
simply different from that found in the West bu1 also offers potent ia l ly sig· 
nificant compe1i1ive advantages. However, polential l imi ts  and problems as· 
sociated wi1h this model are not always caplured in  some of  the more 
brea1hless and undifferentiated accounts of Chinese business dominance. 

On lhe one hand. the very success of Chinese bus iness has created a 
new set of challenges 1ha1 have undermined some of its or ig inal  compeli· 
live advantages. The sheer scale of successful economic e x pansion has 
1ended to undermine the usefulness of close personal ties, raised i ssues 
about family succession plans, and highl ighted the possible advantages of 
professional management slructures (Yeung 2000) .  This change merits em· 
phasis because the continuing importance of ethnic ties is often overstated. 
As we shall see in !he next chapler, personal connections and cu l lural ties 
are no doubt an important part of the pol itical economy of Northeast Asia 
or "greater China," and this elemenl helps to explain 1he flood of invest· 
ment in10 the mainland. However, this conclusion i s  very d i fferent from 
saying that some son of common Chinese perspective or purpose is at work 
in the region, especially its Southeast Asian component .  As David Good· 
man ( 1 997- 1 998) points out, "it is almost inconceivable that those idenli­
fied as pan of the Chinese Commonwealth would be likely to act together 
any more closely than they do at present" ( 1 4) ,  

The behavior of  some of Southeast As ia 's  most successfu l .  ethn ically 
Chinese business 1ycoons confirms this judgment .  Many of the leading 
business figures in places such as Indonesia, Malaysia, the Phi l ippines, and 
Thailand have succeeded by exploiting local connections-especial ly in 
politics-whatever the ethnicity of the incumbents. Indeed, one of the prin· 
cipal auractions of having close political ties with the indigenous lndone· 
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� inn el i te under Sulrnrto . for example. was that these networks provided 
some form of prnlection against latent resentment about "Chinese" capital's 
dominance ( R obison 2008 ) .  Studwel l ' s  analysis or business success in 
Southea!>.I A� i a  s uggc�ts that the systemic opportunities presented by spe­
cific po l i t ica l  economies,  rather than any particular cultural variables. ac­
count for the success or businesspeople across the region (Studwell 2007). 
Wh<1t we can say i s  that a powerful and enduring nexus exists between po­
litical and economic power across Southeast Asia (Gomez 2002), and that 
this nexus as much as any specific ethnic ties is likely to provide a con­
ducive and fam i l i a r  bus iness env ironment for China's rapidly expanding 
tics wi th the region.  Things could hardly have been more different as little 
as forty or fifty years ago. 

Geopolitics and History 

To understand jus t  how much has changed in China's relations with the 
states of Southeast Asia, 2 and why some of those states may still be nervous 
about China 's  rise, we need to say something about the period in which the 
PRC was founded and the CPC consolidated its hold over power in China. 
The central geopol i t i ca l  rea l i ty  of the immediate postwar period in which 
the CPC emerged as the government or China was the Cold War. The "loss" 
of China to communism was seen as a particularly significant blow by the 
Uni ted States (Scha l ler  1 979) .  which saw East Asia as a pivotal arena in 
which the e x istent ia l  Cold War struggle with the Soviet Union would play 
itself out .  From a US perspective the significance of China becoming a 
major communist power was twofold. First. the event demonstrated 1ha1 the 
appeal of something l ike Soviet-style communism was nol confined to Eu­
rope: whi le  the establishment of communism in China may have been diffi­
cult to square wi th  some of lhe central precepts and expec1ations of Man­
ism-Len in i sm.  J i l s  aclual  ex i stence transformed the geopolilics of Easl 
Asia. Second-and of more immediate significance for the decolonized 
states of  Southeast As ia-the Chinese experience provided an alternative 
model of poli t ical and economic development in a region keen to free ilself 
of the shackles of  empire (Cronin 1 996). 

Unsurpris ing ly. lhe United Slates v iewed China as a potential major 
1hrea1 to i ts  v i s ion of a region populated by pro-US. successful capitalist 
economies. I f  the United States' putative all ies in Soulheasl Asia were also 
democrac ies, that was so much the bener. but the fact that they invariably 
weren ·1 was far from an insurmountable barrier to good relations. The pos­
sible hypocrisy in the United States' position. which was epilomized in its 
support of authoritarian regimes throughout the region. has been widely 
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noted and critiqued by Chinese ohscrvcrs.J However. \\ C aho need to rec, 
ognizc thal. whatever we may think of the llni1cd S t a t e s ·  Cold W;ir grnn<l 
strategy in retrospect. China's new communist government provided ample 
ground.� for paranoia in Washing:ton. The "domino theory" of  communist 
expansion may have heen a fairly crude. superfi c i a l  read i n g  of the South­
east Asian region. containing a set of countries with very d i fferent histories, 
political systems. and intraregional re lations. hut the theory 's flaws do not 
mean that i i  was entirely without foundation either (Kolko 1 986: McMahon 
1 999). 

In the first two decades of its ex istence. the PRC was an enthusiastic 
proponent of a Marxist ideology that was ana!hema lo the U n i ted St:ttes' 
grand s!rntegis!s and ideologues (van Ness 1 970) .'  Of  even grea!er signifi­
cance. perhaps, 1he PRC backed up i 1s Marxist rhetoric with tangible mate­
rial support for would-be revolutionary movements. While on nothing l ike 
the same scale as China's commitment to North Kore:i ( sec Chapter 6). 
China's direct supporl of Ho Chi Minh 's forces in Vietnam,  and i ts  encour­
agement of insurgent forces in the rest of Indochina as well as M alaysia, the 
Philippines, and Bunna. only reinforced the suspicions and d iv is ions  of the 
Cold War period (McMahon 1 999). The PRC's support for !he Communist 
Party of Indonesia was instrumental in triggering a bloody coup Iha! would 
ultimately transform Indonesian domestic pol i l ics .  as we l l  a s  Southeast 
A�ia"s internal and external regional relations.6 

Thi� briefly sketched background is important when th ink ing about the 
origin� of ASEAN. ASEAN. for all its possible shortcomings  (Beeson 
2009a). remains the most enduring regional inst i tut ion to emerge from the 
''developing world," and the principal expression of  Southeast As ia ' s  con­
temporary collective identity and political purpose. I t  i s  also seen by some 
Chinese �cholar� as the key to effective relations with the reg ion .  One of 
the most comprehensive and influential reports on S ino-ASEAN rela1 ion� 
was made by the China Institute of Contemporary International Relations in 
2002. Jn the report, the research group argued that ASEAN was a vi tal  de­
terminant of China's regional stabi lity. econom ic development .  and al l ­
round diplomacy (Dao. Shang, and Zhai 2002). At the same t ime ,  however. 
ASEAN's origins also provide a reminder of why Southeast As ian slates are 
especially sensitive about threats to their sovere ignty and independence­
especially from China. 

Southeast Asians are preoccupied wilh maintaining their authority and 

auwnomy becaw�e they have often been uncertain and under threat ( Beeson 

2U03aJ. This collection of stales is, after al l ,  s t i l l  relat ively new. and their 

existence as independent entilies has somet imes looked uncertain, espe­

c ially in the early postwar period. That Southeast Asia had become a ful-
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crum of Cold War r iva lries was highl ighted by the "hot" war in Vietnam. 
Al!hough lhc pr inc ipal  drivers of Southeast Asian cooperation may have 
been the desire lo end intramural tensions. especially between Malaysia and 
Indones ia .  the possib le advantages of weak states banding together in a 
hostile geopol i t ica l  env i ronment became compelling. The prospect that 
communist China might become one of the most powerful forces in the re­
gion provided an important catalyst for institutionalized cooperation for the 
original ASEAN members ( Acharya 2001).7 

China,  therefore, has played an important role throughout Southeast 
Asia's short postcolonial h istory. The need to reach internal compromises in 
1he face of ex.ternal chal lenges and dangers has been woven into ASEAN's 
institutional D N A  from its inception. The celebrated (or reviled) ASEAN 
way. which symbol ized the desire to achieve face-saving agreements 
through discuss ion and consensus, has come to exercise an influence be­

yond the A S E A N  grouping i tself. As we shall see in subsequent chapters, 
the nonbind ing ,  vo l untar is t  style of diplomacy that became synonymous 
with ASEAN has  provided a template for other regional institutions 
(Acharya 1 99 7 ) .  Th i s  s ty le  of  d iplomacy is  one that the Chinese govern­
ment general ly  s upports, but  which has been criticized by Chinese scholars. 
For example,  Chen Hanx i  ( 2002) highl ights ASEAN's well-documented 
difficul ty in coordinat ing e ffect ive collective action and notes its limited 
impact on security issues and economic development. Other observers have 
drawn attent ion to the mutable nature of the ASEAN way and emphasized 
1he uncertain status of key in i t iatives such as the ASEAN Charter as a con­
sequence ( see Xie  and Zhang 2008: Wang and Liu 2010). 

Important as China 's  efforts to cul tivate good diplomatic relations with 
Southeast As ia  have been. they need to be seen as part of-and facilitared 
by-an economic transformation that has left its smaller Southeast Asian 
neighbors wi th  l i t t le  choke other than to rethink their relations with their 
increasingly powerful neighbor. Before we consider the success of China's 
charm offensive,  therefore. we need to say something: aboul the underlying 
economic 1ransformation that has made it possible. 

Economic Engagement 
As we suw in  earlier chapters. economic integration within lhe East Asian 
region as a whole has increased significantly. and lhis movement has under­
pinned a growing in1eres1 in regional cooperation. Economic links between 
China and Southeasl Asia have also expanded rapidly in line wi1h this \)Ver­
all !rend. Tables 5 . 1 and 5 .2  ind ica1e how China has become incr?"asingly 
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impor1an1 as a lrade partner for all of the ( 11 1 11d1 ' m a l l c r )  ASEAN 
economies. True. the Uni ted States in part icular rem a i n �  a i.:rucial export 
markel for a number of Southeast Asian economics.  1..· spcc ia l ly  Thai land, 
Vielnam. Singapore. and Malaysia. but its re lat ive importance i s  beginning 
to decline as China's economy grows (Athukornl:1 and Kohpaiboon 2009: 
Park and Shin 20 1 1 ) . Some of lhe United Stutes '  reg ional  a l l ies ,  such as 
Singapore. may not be especial ly thrilled al this !urn of events .  but like the 
region generally. they have l inle option olher than to make the best of i i .  

We have become accustomed lo lhinking about Chi rn1 as a source of re­
gional growth and development, but we need to emphasize just  how novel 
1his situalion ac1ually is. Un1i l  recenl ly Japan. ralhcr 1hm1 China.  was al the 
cen1er of 1he regional produclion nelworks that ac1ual ly de1ermine some of 
1he most imporlanl regional trade pallerns. espec ia l l y  i n  Sout heast Asia 
(Ha1ch and Yamamura 1 996). As we explain i n  more deta i l  i n  Chapter 6, 
this change has important implications for 1he rela1 ive s landing of  China 
and Japan in 1he region. as well as their bilateral re lat ionship. Nevertheless. 
Japan is still an important trade parmer for a number  of  ind iv idual 
economies in Southeast Asia. as Table 5 . 1  indicates.  and i t  cont inues to 
exert an importan1 influence over the region 's pol i t ical and economic devel­
opment as a consequence.8 But-as with the U nited States-Japan i s  not as 
important as i t  once was as far as Southeast Asia as a whole i s  concerned. 
The key question for lhe region is whe1her the Southeast As ian  economies 
will be any better off i f  China becomes their principal t rade partner than 
they were when Japan was. To understand how the Southeast  Asian 
economies might be affected by China's economic rise, we need to say 
something abou1 the nature of China's integration into regional and global 
production structures. 

Regional Production Structures 

When the Chinese economy was ··opened" in the late I 970s and early 
1980s, i t  began to integrate with an eslablished. increasingly global eco­
nomic order. As we have seen, one part of this process has been China's in­
corporation in10 an array of international inst i tut ions, the most i mportant 
even1 in the economic sphere being China's accession to the WTO. These 
essentially political processes played a crucial role in faci l i ta t ing the inle­
gration of lhe Chinese economy into an extant pattern of  trade and produc· 
l ion that had hitherto been dominated by the West .  The scale o f  China's 
11ubsequent economic expansion has meant lhal i i  hlls begun 10 exert a pow­
erful influence over the structure and organizationul logic of  production 
processes in Eut Asia and acros" the world ( Deni 2008 ). 



Tellle 5.1 Southeast Alia's Trade with China and Japan (USS millions) 
Trade Volume with China Trade Volume wi1h Japan 

2004 2005 2006 2007 2008 2009 20 1 0  20 1 1  

Brunei 299 261 3 1 5  355 2 1 8  423 1 025 1 ,3 1 1  5.837 

Bunna 1 , 1 45 1 ,209 l ,460 2,057 2,626 2,907 4,444 6,500 1,098 

Cambodia 482 563 733 933 1 , 1 33 944 1 ,44 1  2,499 5 1 3  

Indonesia 1 3,48 1  1 6,789 19,057 24,997 3 1 ,5 2 1  28,384 42,750 60,522 5 1 .701 

'-'"' 1 1 4 1 29 2 1 8  249 4 1 6  744 1 ,055 1 ,306 1 75 

Malaysia 26.261 30,703 37 , 1 1 2  46,398 53,469 5 1 ,963 74,2 1 5  90,035 49, 1 00  

Philippines 1 3 ,328 1 7 ,558 23,4 1 3  30,6 1 4  2,858 20,5 3 1  27,746 32.254 20, 136 

Singapore 26.684 3 3 , 1 49 40,854 47 . 1 5 3  52,436 47,863 57 ,058 63,482 35.8 1 1  

Thailand 1 7 ,343 2 1 .8 1 2  27,727 34,638 4 1 .253 38,204 52.947 64.737 6 1 ,828 

Vietnam 6.743 8 , 1 96 9,95 1 1 5 . 1 1 5  19.464 2 1 ,048 30,094 40,207 2 1 . 1 43 

Sour•·�.�: Mi11is1ry of Commerce (China). www.mofcom.gov.cn/anidc/tongjiziliao/fuwzn/ckqita; Minislry of Finance (Japan). www.cu�loms.go.Jp 

/IOukci/-.m/html/timc_e.hlm. 

Ill 
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Table 5.2 China-ASEAN Trade Volume, 2004-2011 IUSS b i l l ions)  
Export lmporl Chin:1\ 

Total from China from ASb\N Trndc Defic i t  
Year Trade Volume lo ASEAN to China \\ i lh  ASEAN 

2004 I 05.88 42.9 62.98 20.(18 

2005 1 30.37 55 .J7 75  1 9 .63 

2006 1 60.84 7 U l 89.53  1 8 . 2 2  

2007 202 . 5 1  9-l-. 1 4  I OIU 7  1 4 . 23 

2008 2J 1 . 1 2  1 1 4 . 1 4  1 1 6 .97 2 .!B  

2009 2 1 rn 1  1 06.30 1 0 6. 7 1  0.4 1 

:!0 1 0  292.78 1 38 .2 1 1 54 . 5 7  1 6 . 3 6  

20 1 1  362.85 1 70.08 1 92 . 7 7  2 2 .69 

S"unc. Mmi�ll) of Commerce (C'hma). www.nmfcom.go\'.l"ll/;1niclc/ton�i1i l iao/fuwznkkqi1a. 

Before China's reemergence as a major regional  economic ac1or. a 
number of Sou1heas1 Asian economies had benefi1ed from precisely the 
same sorts of economic opportunities that have underpinned China's re­
markable rise. Partly as a consequence of fortu i 1ous geopol i t ica l  circum­
stances.� partly as a consequence of a general panern of regional economic 
expansion led by Japan. a number of Soulheasl Asian economies,  such as 
Malaysia and Thailand. carved out niches in an evolving.  region-wide ne1-
work of produclion dominated by foreign mullinational corporat ions. ln1er­
na1ional production networks are an increasingly ubiqui tous feature of the 
international economy and an expression of how the produclion process i1-
self has become disaggregated and dispersed across national borders. This 
development. more lhan any 01her. has allowed d ifferent economic spaces 
and aclors to be incorpora1ed into or take advantage of the new logic of 
global produc1ion (Sturgeon 2002; Dicken 20 1 1 ) .  

A� far as the Sou1heas1 Asian economies were concerned. they largely 
benefited from being in the righl place al the right t ime-even i r some did 
much better 1han others, and none could replicate the success of  their North­
east Asian neighbors (Felker 2009). Only the is land-state of  Singapore 
achieved the sort of income levels associated with "first world" develop­
ment The crucial issue detennining relative rewards is where an economy­
or 10 be more accurate, an economic activity or actor-is localed in the 
"value chain.'' or the various parts of 1he production process that add value 
to any given product 

It became customary-before the crisis in 1 997, at least-to ta lk aboul 
a "Southeast Asian miracle.'' Even !hough the extent of the so-called mira­
cle was often wildly inOated (a perception that contributed to the crisis), 
real development did occur and living standards did rise (Jomo 2CXH ) . The 
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Soulheu!>t A , i ;m i.: x pcricncc merits mention here because some lhink that 
China ii.  be i n g  i m:orpnrated imo the global economy in  much lhe �ame 
way: induslri a l i i'.at ion is shal low, and the mos! valuable parts of the produc­
t ion proces'i occur e lsewhere (Ste infeld 2004: Breslin 2005). As we have 
seen. these c l a i m s  rnii.e importanl questions about the manner in which the 
indus1ri a l i za 1 ion process has unfolded in China and lhe state's capac i ty to 
guide the future course of upgrading ( Pei  2006). From a Southeast Asian 
perspect i v e .  the fact that much of the economic activity currently under 
way i n  C h i n a  d i re c t l y  competes with s imi lar activities in their own 
economics is a m ajor chal lenge and potential obstacle to good relations 
with China. 

One of  the abiding fears of Southeast Asian governments was that they 
would be overwhelmed by the sheer scale of Chinese development (Ba 2003: 
Ravenhi l l  2006: Goh 2007) .  A key concern was that foreign inves1ment 
would inevitably pour into China to take advantage of i1s seemingly endless 
supply of cheap labor and its potential economies of scale. Being certain 
about the relat ionship between China's economic rise and its impact on its 
smaller neighbors is d i fficul t :  foreign direct investment (FDIJ decisions and 
avai labi l i ty do not necessarily follow a zero-sum logic. However, despi1e the 
enormous r ise of FOi inflows to China. Southeast Asia clearly con1inues 10 
allract s ignificant amounts of  foreign capital as well (Ravenhill 2006). Chi­
nese observers v i ew  trade and investment in Southeast Asia positively. 
largely because FDI flow between ASEAN and China has increased very 
quickly. Nol only has ASEAN become an importan1 source of FOi for China. 
bu! in 20 1 2 .  Ch ina 's  nonfinancial sec1or investment in ASEAN reached 
US$4.4 1 9  bi l l ion-an increase of 52 percent over 20 1 1 .  Xu Ningning. 1he ex­
eculive secretary-general of the China-ASEAN Business Council. argues thal 
a number of contr ibut ing factors explain China's expanding investment in 
ASEAN:  the launch of the China-ASEAN Free Trade Agreement (CAFTA). 
1rade barriers faced by Ch inese exports to Europe. lhe region's natural re­
sources. and the benefits that tlow from supportive ASEAN policies and 
grea1er overscus e x perience on the parl nf Chinese companies (cited in Y. 
Xiao 20 1 3) .  

Regional Trade Regimes 

The role o f  FOi merits part icular men1ion because governments are gener­
ally keen to attract us much of it ai; they can, and in Southeast Asia's case. 
it has often subst i tu ted for an inst i tut ionulized pol i t ical architecture de­
signed 10  encourng:e regional eL·onomic integration (Felker 2009). Indeed. 
one of che more noteworlhy features of the instilutional archilecture gencr-
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ated in Souiheast Asia is ib relat ively l im ited impact rl1 1- -.  c i  i t i c i sm can be 
applied to a numhcr of ASEAN offshooh. such as the A R F. but th i s  weak­
ness is especially evidenl in ASEAN-spon.,orcd i 11 1 t ia 1 1 vc.-. des igned to facil­
itate trade. Intraregional trade among the A S E A N  <.. la lc"  has remained iu 
low level�. despite ASEAN's best efforts to improve them and specific ini­
tiatives such as the AFTA {Nesadurn i 200.1 ) .  

While AFTA has  not fu lfi l led die  hopes of ib arch i tcch or s ignificantly 
changed regional trade pa!!erns ( Baldwin 2006), it is importan t to note that 
one of AFrA's principal goals when it wa" origin<1 l ly  proposed was as a re­
sponse to the economic rise of China.  This  arrangement was intended to 
send a message to potential internat ional  i nvestors tha t  the A S E A N  states 
were intent on developing a more integrated and l i bera l i 7l�d  internal market 
(Deni 2008). one that would be well placed to t ake advan tage of the cross­
border logic that underpinned region-wide produc t ion networks. However. 
while the rhetoric might have been impress ive ,  actual implementation of 
tariff reduction� and general trade l iberalization h<is been less so, as noble 
imemions have run into the reality of powerful vested interests (Nesadurai 
2003). 

Against thi� backdrop of modest <ichievement and <inx ie ty  about the 
implications of its rapid economic development, China made one of its 
mo�t surprising and important diplomatic in i t iat ives in  the region. The 
move indicated how China's diplomatic thinking has changed, and how it is 
prepared to trade off short-term economic disadvantage as part of a longer­
term grand strategy. I t  also indicated how China has become an effective 
and important actor in the region's burgeoning inst i lut ional arch i tecture. 

In December 1 997 . Chinese president J iang Zemin attended the first 
Sino-ASEAN leaders meeting. In 2002, China <ind ASEAN signed the 
Framework Agreement on Comprehensive Economic Cooperation with the 
intention of establishing a Sino-ASEAN free trade area in 20 I O .  In October 
2003, during the seventh Sino-ASEAN leaders meet ing,  Premier Wen 
Jiabao and ASEAN leaders signed the Joint Declaration on Strategic Part· 
nership for Peace and Prosperity. At the same meeting China joined in the 
Treaty of Amity and Cooperation in Southeu�t Asia and became the fir>! 
non-ASEAN country to sign the treaty (R. Xiao 2009) .  A l though these de­
velopmenb were �ymbo\ical1y important and indicated just how much rela­
tion� between China and Southeast Asia had improved, when China offered 
to givi;: concre1e expression to good intentions by init iat ing the (' AFfA. the 
proposition was still something of a surprise and a departure from China\ 
normal cautious approach to regional diplomacy. 

In \>Orne ways CAFTA i� a continuation of a regional trend that was 
well e�tablished. Many wuntries around the world had become increasingly 
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�kcptical ahcm l l h c  ah i l i l y  of organizations such as the WTO or APEC to 
actually promote 1 raclc l i beral izat ion. As powerful states such as the United 
States looked to hdaternl or  "min i l ateral" trade agreements to facilitate 
trade. other state� began to fol low sui t .  Indeed. important potential benefits 
can be gleaned from such .. N orth-South" trade agreements around specific 
industries and t rade structures ( Manger 2 0 1 2) .  The Asia Pacific region 
proved no except ion.  and a self-reinforcing rash of l imited-panicipant rree 
trade agreements  broke ou t  across the region ( Dent 2006). As far as Chi­
nese pol icymakers were concerned, however, a number of reasons could be 
given for why the C AFTA in i t ia t ive  merited unusually strong support. rn 

First, China's  leaders were concerned that the "China threat" (;;:hongguo 

weixielun) discourse had taken hold around the region. 1 1  As we have seen. 
one of the perennia l  quest ions about China's rise i s  how to interpret it. Many 
commentators in the  West have emphasized the dangers. concerns that are 
also felt among many  of the region's political e l i tes. 1 2 The CAFTA initiative 
offered one tangible way o f  emphasizing the benefits that might flow from a 
free trade agreemen t  between China and the ASEAN economies and gener­
ally improv ing  percept ions of China.  In this regard. CAFTA was an expres­
sion of the peaceful r ise doctrine China ·s leaders were so keen to promote. 

Second,  as Ch in  and Stubbs ( 20 1 1 )  note. the actual negotiation of a 
free trade agreem en t  wou ld  provide invaluable "hands-on" experience for 
China's re la t i ve ly  inexperienced trade negotiators and a model for similar 
deals e lsewhere .  F i na l l y. Ch ina ' s  proact ive stance was intended 10 disad­
vantage Japan-China ' s  principal rival for regional leadership-in its rela­
tions w i th  Southeast  As i a  in particu lar. In this endeavor. China succeeded 
bri l l i an t ly. and Japan was caught  flat-footed and scrambling 10 make up 
ground w i t h  a s i m i l a r  i n i t i at i ve  of i ts  own (Sohn 20!0) .  In 1his context 
CAFTA was, Ravenhi l l  ( 2 0 1 0 )  contends. a .. diplomatic masterstroke" (200). 
driven by a pol i t ica l  rather than an economic logic. 

The point to  emphasize here, therefore. is that Southeast Asia·s impor­
tance was not  pr imar i ly  economic .  After al l .  the ASEAN economies com­
bined only accounted for something l i ke 10 percent of China's overall trade 
in 20 1 2 . 1 ·1 For th is  reason. China could afford to make the offer of an .. early 
harvest" to  A S E A N :  a un i lateral reduction in tariffs with no expectation 
that A S E A N  wou ld  i mmediately reciprocate. Some commen1ators in China 
are concerned that China has conceded too much 10 ASEAN and emphasize 
the economic and pol i t ica l  cosls of rhe new arrangemems (Qiu and Cheng 
2005 ;  Y. Wang :?O I Ol .  However. such analyses would seem to miss the 
larger point  and purpose of  th is  in i t iat ive and its imporlanL·e in China's 
longer-tenn strategic perspeL·t ive.  As Chin and Stubbs (201 1 )  poinr out . .. the 
CAFTA has been as much Rbout economk starecraO and geoet.-onomics as 
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purely economics. I I  has been u componenl  of Beij i n g.  's  ov.:ra l l  approach 10 
stabi l iz ing the regional environment. to ensure tlrn1 C h i n a ' s  economic 
growth can conlinue wi lhou l impedimcn l from t h i s  pa l'I or the Easl  Asian 
region" (292) . 

In lhis regard. 1hc CAFTA is an import ;m l e x pression of Ch i na 's overall 
charm offensi\•e, which-unti l recen1 ly. ut least-had been s u c h  a central 
and largely effective part of ils reg iona l d i plomacy in Southeas t  Asia. In­
deed. Southeast Asia is a critical lesling ground for. and ind icator of. 
changes in China's overa l l  approach to reg ion.i i .  i f no t g loba l .  policy. No 
issue highlights the poss ible importance of the reg ion more th;m China's al· 
titude toward !he Somh China Sea. 

China's Evolving Strategic Policy 

China's policies in Soulheast Asia encapsulate the tens ion s and con1rndic-
1ions at 1he heart of China's fore ign policy more general ly .  On the one 

hand. ini1ia1ives such as CAFTA are designed to  reassure reg ional ne igh­
bors about China's intentions and 1he implications of  i ts rise-even al some 

cost to China's own economic pos i l ion . On the orher hand. China 's  asser­
tion of what it considers to be its legitimate territorial c la ims  in the South 
China Sea. especial ly when reinforced by large increases i n  defense spend· 

ing (Hi l le  201 2a), have many of its neighbors worried ( Fravel 2 0 1 1 ) . As we 

saw in Chapter 4. China's more assertive policies are prec ip i ta t ing a major 
reconfiguration of strateg ic relat ions across the broadly conceived Asia Pa­
cific region and have been instrumental in causing a pivot  in US strateg ic 
policy and a renewed emphas is on Asia. Before we consider why China has 
apparently adopted a new strateg ic posture over the last couple of years, we 
need to say someth ing about the policies that preceded th is  sh i ft .  

The Charm Offensive 

In his widely ciled book on China's new style of d ip lomacy. Joshua 
Kurlantzick (2007) suggests that Southeast Asia is  the region i n  which what 
he call!> the "charm offensive" was first deployed and most v is ib le .  As Chi­
nese policymakers became more accustomed to operat ing in mul t i lateral fo­
rum!> and interacting with their counterparts from around the reg ion and the 
world, !hey inevi1ahly became more sensitized to Ch ina ' s  image and !he 
manner in which China's foreign policies were perceived by other  coun· 
Irie!>. Not lost on Chinese policymakers and commentators was that the 
United Statei> enjoyed clear advantages in the conduct of  its foreign pnlky. 
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and 1ha1 China su ffered clear d isadvan1ages by comparison. Therefore. 
�ome Chinese observer� e mphasized lhe imporlance and efficacy of China·s 
policies dur ing the Asian financial crisis ,  when China was ravorably com­
pared with lhe U n ited States ( see Wu and Luo 2004). 1" 

This sens i t i v i t y  about ex ternal perceptions and the need to promote a 
posit ive.  nonthreaten i ng  i mage underpinned the emergence of the peaceful 
rise (hepi11g }ll<'qi) d i scourse. As we explained in Chapter 3. this discourse's 
princ ipal c l a im  wa� that  Ch ina ' s  rise was not a threat to its neighbors, and 
contrn much Western i merna1 ional relations theory. i s nothing inevitable 
could be slated about 1he consequences that flowed from China's material 
1ransforma1 ion.  Even more remarkable. perhaps. so sensi1ized had Chinese 
officials and commentators become about the discursive impact of Chinese 
policy, that even 1he concepl of a peaceful rise was ul1 ima1ely judged 10 be 
too content ious and replaced wi th  the blander "peaceful developmenl." 

At one leve l ,  therefore, the charm offensive came about because of a 
heighlened recogn i t ion  of, and sensi t iv i ty about, the impacl of Chinese for­
eign pol icy. At another  leve l ,  however, China's policymakers changed 
diplomatic gears because chey were presented with an historic opportunity 
10 do so. S ign i fican1 ly ,  Ch ina ' s  experimentation with new policy discourses 
began in  the ear ly  2000s. 1he heyday of US uni lateralism. Whatever one 
may th ink of lhe presidency of George W. Bush, one can, wilhout contro­
versy. suggest thal  h i s  admin i stration relied rather more on lhe application 
of hard, rather than soft, power ( Prestowitz 2003). Indeed, the Bush era was 
dist inguished by drama1 ic  fal l s  i n  the numbers of foreigners who though! 
well of 1he U n i ted S taces and ics foreign policies. In such a context. 1ha1 
Olher countr ies wou ld  benefit from the United Slates' diminished position 
was perhaps inevi iable .  buc what dist inguishes China's policies is the rela­
tive soph isc icat ion of the pol ic ies themselves and the new 1hinking lhat un­
derpins them. According to the former Chinese foreign minisler Yang Jiechi 
(20 1 2 ) .  the new fore ign  pol icy  approach developed under Hu Jin1ao and 
Wen J iaban i nc l udes ( I )  a recogn i t ion that the first two decades of the 
twen1y-first cen 1ury is a period of slrategic opportunity. ( 2 )  1he idea 1ha1 
peaceful development has been confim1ed as China's principal goal. (3)  the 
promo1ion of mu tua l l y  benefic ia l  <.'oopera1ion. (4) 1he developmen1 of a 
"harmonious world, · ·  and ( 5 ) the consolidalion of mullilevel diplomacy. 

Therefore, an i mportant debale is taking place wilhin China about lhe na­
ture of ils possible sofl power (Suzuki 2009; S.  Xu 2012 ) .  and this deba1e is 
a reminder of the increasingly contesled nalure of lhe policymaking process 
in China and the mu l t i ple voices that are seeking lo shape it However. the 
prindpul goal.  a<.·cord ing  lo Kurlan1zick (2007). was 10 .. diminish fem of 
China's future m i l itary power .

. (40). In this endeavor and 10 achieve ils over-
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all foreign policy goals . .. Beijing V.'as displaying a l ypc of  pragmatism un­
thinkable to a previous generation of Chinc�c kadn:-.. For pa.�t lc;,dcrs, ideol­
ogy defined relationships. !rumping other factors. Now China would deal 
with any state ii though! necessary to its aims" ( K urlan11 ick 2007: 45) .  

China's pragmatic approach to pol icymaking may come as no surprise. 
perhaps. The key issue now though is whcfhcr J i rn i t s  v.· i l l  h e  found to even 
China\ pragmatism. In short. is Beij ing\ desire for amicable .  nonthreaten­
ing relations with its immediate neighbors in Southca.\\ As ia  actu;1 1 ly  com­
patible with its other foreign and domestic policy goab? Chirrn\, d i lemmas 
in the South China Sea illmtrate the potent ial  confl icted nature of its over­
all foreign policy goals. 

The South China Sea Conundrum 

Some observers think the South China Sea wi l l  inevi tably become the cen­
ter of future conflict, partly because of the rea l i s t  assumpt ions various ac­
lors make about each other and the internat ional system in wh ich  they are 
embedded (Kaplan 20 12) .  The reason is not hard to :-,ee: by some est imates, 
oil reserves may amount to over 200 bi l l ion barre ls .  an  amount  that would 
be second only to those in Saudi Arabia (Fabi and Moga to 20 1 2) .  I n  addi­
tion extensive gas fields are thought to ex is t ,  to say noth ing of the impor­
tance of significant fishing grounds. Al a time when both Ch ina  and many 
Southeast Asian states are wrest l ing with problems of  food and energy se­
curity. the possible riches of the South China Sea are increas ing ly  attrac­
tive. For China in par1icular. the South China Sea i s  espec ia l l y  important as 
it contains some of the world's most important sea- lanes and v i ta l  acces� 
points for supplies of energy and resources. I n  short. many reasons can be 
given about why control over the South China Sea's potent ia l  assets has be­
come a source of unresolved competition between Ch ina  and i ts  Southeast 
Asian neighbor�. 

The principal source of tension is the confl ic t ing terri torial c la ims to 
the Paracel Islands and the Spratly Islands. In real i ty these is lands are l i ttle 
more than rocky outcrops in the South China Sea, which as the accompany­
ing Map 5.1 indicates, are generally much closer to  Vietnam. Brunei. 
Malaysia, and especially the Philippines than they are to China .  China's ter­
ritorial claims are based on rather implausible and unsubstant iated histori­
cal connections with the region, which the Chinese government asserts arc 
more important than those based on the United Nations Conference on the 
Law of the Sea (Ching 20 1 1 ) . Whatever the stalus of China 's  c la ims in law. 
they are laken very seriously by Chinese officials and commentators. For 
e11.ample, Foreign Minister Yang Jiechi claimed in the A R F  meeting in 
20 1 2 ,  that the Law of the Sea doei. not apply to questiom of h istorirnl sov-
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creignty (Anonymous 20 I 2b) .  Likewise. the PLA scholars Major General 
Peng Guangqian and Senior Captain Li Jie argue that China should res­
o lute ly dcfem..1 ;md protect the marine safety l ine, even if 1his defense means 
using m i l i tary power or encouraging c iv i l ians to develop 1he uninhabited i5· 
lands in  lhc South China Sea (Anonymous 201 l b) .  

One of  the most important-and troubling for China's neighbors-aspects 
of Ch ina 's approach to the issue of competing territorial claims is China's 
steadfast refusal to deal w i th  these issues in multilateral forums. One might 
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expect that. given the existence of un institution that has been developed with 
the sole purpose of improving regional security lhrough d ia logue ;mcl confi­
dence building. ample scope could be found for 1h is  1:-.suc en be dealt with suc­
cessfully within the region. The ARF was establi shed wi th  precisely this sort 
of goal in mind. Equally important. however. was the ta(.:1t goal of socia l izing 
China into 1he ways of international d ip lonwcy and confl ic t  nrnnagemen1 
(Yuzawa 20 1 2) .  A measure of the inherent l imitation:-. of internat ional institu­
tions generally. perhaps. can be found in the fact that the ARF has been unable 
to address. much less deal effcc1 ively w i th .  problems that  are considered to 
impinge on questions of national sovereignty and security. A� a resu l l , de.�pile 
coniaining all of the region's-be i t  East Asia or even the more expansive Asia 
Pacific-pivotal strategic actors. the ARF docs not have any one of" the most 
pressing security issues on it.� agenda. The ARFs ac t iv i t ies  have primarily 
been restricted to confidence building. while key concerns such as the South 
China Sea disputes. the Korean peninsula tension.�. and-most sensi t ive of 
all-the future ofTaiwan are left in l imbo. As Chris Hughes ( 2005) points out. 

while muhilateralism offer� H new way for China to pursue i1s fore ign policy 
goal\. an underlying real ity is that China\ nat ional  in 1ercst remains  sacro­

sanct: some issues are simply nonnegot iable and off- l imi ts  to meaningfu l ex­
ternal involvement. Commentary in China reinforces this point . In early 20 l l  
X i  Jinping reiterated that China could not comprom i se o n  what i t  saw a s  it� 
core interests. China would not allow any infringement of i ts  sove re ignty or 
what it saw a� it� security and developmental interests. In the  wake of X i 's 
statement. the Xinhua News Agency published a commenrnry !hat rei1erated 
that the goal of peaceful development should not be taken to imply that China 
would �acrifice its core interests (Qian and Liu 20 1 3). The impl ications of this 
point were spel led out in more detail by the deputy chief of staff of the PLA 
(Anonymous 20l 3a), who empha�ized the grow ing overal l  import :mce of mar­
itime security for China. 

China\ attitude toward the South China Sea in  part i cu lar. m1d ib in­
i.trumental approach to multilateral institutions more genera l ly. help Ill ex· 
plain the failure of efforts to reach a settlement. After incon(,:lus ive attempts 
to reach a negotiated agreement in 1 992, ASEAN issued the Declaration on 
!he South China Sea, which urged restraint and repud i ted the use of force. 
Although China did not sign up, i t  subse4uent ly s igned  A S E A N  's symbol i­
cally important Trealy of Amity and Cooperation in 2003, a major part of 

iii. auempts lo establish cordial relations wi1h Southeast As ia .  Yet lh is ges­

ture, like the much-ballyhooed Declaration on the Conducl of P:irtic:-. in the 
South China Sea in 2002, has been largely devoid of content and i mpact . 
Despite thei.e initiatives, tht!' reality hai. been that China has resolutely re-
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fused to be drawn into mu l t i lateral negotiations that impinge on 1ts �over­
eignty and rrccd1im 1if action (Wain 20 1 1  ). 

The fo i lurc  to negot iate a peaceful resolution of the various bilateral 
disputes has led to occasional clashes between China and two of Southeast 
Asia "s more i mportant members, Vietnam and the Phil ippines (Collins 
2003). The net e ffect of  these minor conflicts-which lend 10 involve fish­
ing boat interceptions or. i n  China's  case, establishing ou1posts on di�puted 
reefs-has not s imp ly  been to attract unwanted attention toward China's 
mil itary bu i ldup .  but also to prec ip itate a realignment in some of the re­
gion's overarch ing  .�ecuri ty archirecture. Most predictably, perhaps, 1his re­
alignment has come in the form of renewed calls for the United Slates to 
recommi t  10 the region.  Bu t  China's increasingly assertive actions have also 
seen Japan lak ing an unusual ly  prominent role in Southeast Asian security 
relat ions, espec i a l l y  s ince the elect ion of the more nationalis1ic and as­
sertive admin istral ion of Sh inzo Abe (Fackler 20 1 3 ) .  We explore lhe impli­
cations of  these changes on  S ino-Japanese relations in more detail in lhe 
next chapter. The po in t  to emphasize here is  that as far as Beijing is con­
cerned. at least ,  m uch  o f  the good work that had been done under the aus­
pices of  the charm offens ive  was undone by its implacable anitude 10 its 
territorial c la ims  in 1he South China Sea. 

Can A SEA N Influ e n c e  Chin a ?  

The seeming ly  abrupt change in  China's behavior toward Southeasl Asia 
raises i m portant theoref ical  and practical ques1ions. For scholars such as 
Amitav Acharya ( 2009a) . (he East Asian region generally and ASEAN in 
part icular provide a part icular ly i l l uminaling 1esting ground for 1he claim 
that when regional  inst i tut ions are developing. nonns maner "even more so 
than power and interest variables" ( 1 46) .  This argument is imponant for in­
stitutional development general ly at a lime of global crisis when Europe 's 
problems are prov id ing  a sobering reminder of !he continuing imporlance 
of nat ional i n terests and sent iment .  Acharya's conten1ion is especially 
salient in the context of  S ino-ASEAN lies because of the influence of real­
ist thinking among China's  policymaking el ites. 

The evidence i n  Southeast Asia suggests that the ability of Southeast 
Asian states to influence China is  l imited and depends to a significant degree 
on whether Southeast Asian and Chinese perspectives and inlerests coincide. 
The most reveal ing example of !his possibil i ly occurred when ASEAN was 
allempting to broker a resolution to the securi1y �·risis 1hat Vie1nam 's invasion 
of Cambodia  had precipi tated in 1 978.  In re1rospect, this l�at is widely re-
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garded. especially hy ASEAN. as a triumph of n·ginnal  d i p lomacy and a vin·  
dication of the ASEAN wny of negotiat ion amt L'tl rhul l < l l ion .  Crucial ly. how 
ever. ASEAN\ desire to resiJ.t what it sa\\' as Vicl n;mw".:: ;1ggrcssion rece ived 
··vigorous diplomatic suppor!" from China . .  �OlllL' l h i 1 1g 1ha1  \\'as crucial in in· 

lluencing not on ly Vietnam 's behavior but a lso that o f  \\'avcr ing ASEAN 
slates like Thailand (Narine 2002: -J.7) .  irHkcd. s i�n i ficant di fferences ot 
opinion e>.isted within the ASEAN grouping about the i m pact of the conflict. 
wilh the likes of Malaysia and Indonesia fre t t ing abo u t Ch ina \; potentially 
enhanced strategic inlluence in the wake of a Victn;unc:-.c w i thdrawa l .  

The resolution of the Cambodian cris is was.  1herefore. large ly  depend· 
ent on the fact that 1 1  suited the interests of the m ajor powers : the Uniled 
Slates wanted to see the conflict resolved. and the Ch inese wanted to send 
the Vietnamese a message that their "hegemonic . . ambit ions would not be 
tolerated (Vogel 20 1 1  ). In other words. Southeast Asia ·s capaci ty  to play an 

effective diploma1ic role wa� largely circumscribed by the w i .�hes of more 
powerful. extraregional actors. One might object that in the .�ecuri ty aren;t 
the �takes are higher. the i�sues more starkly drawn.  and the abi l i ty of 
smaller power� to innuence events would necessar i ly  be reduced. There is 
clearly something to such arguments, but one should note that  even eco­
nomic policy has tended to reflect narrowly Chinese,  rather than regional. 
interests. We have already seen how Chinese pol icymakers were prepared 
10 make sacrifices to provide ASEAN with an incent ive to s ign  up for 
CAFiA. Recognizing that this policy was not unprecedented is important: 
China's decision to mainlain the value of i ts currency at  the he ight  of the 
Asian crisis in 1 997-1 998 was widely applauded and d i d  more than any· 
thing else to improve its image and standing in  Southeast As ia .  I mportantly. 
however, this decision was also driven by a long-term calculat ion of 
China's national interests (H. Wang 2003) ,  not jus t  a concern wi th the 

plight of its smaller neighbors. Also Beijing clearly saw th i s  moment as an 
opportunity to capitalize on Japan\ failed attempts at prov id i ng  regional 
leadership at the height of the crisis. Indeed. s ignificantly, what is  generally 
laken to be the most tangible manifestation of the push for East Asian eco­
nomic cooperation-the Chiang Mai Jnitiative 16-was also seen by Chinese 

officials as a way of increasing China's regional leadersh ip  credentials al 
the expense of Japan's (Grimes 2009). 17 

An even more stark indication of the evolut ion of Ch i nese th inking 
about ils dealings with Southeast Asia was provided by then fore ign minis­

ter Yang J iechi at the 20 1 0  meeting of the ARF, when he declared thal 
"China is a big country and other countries are small  countries and that is 
just a fact" (cited in Raine 20 1 1 :  76). The th inking that i n forms at leasl 
�ome �enior Chinese officials could hardly have been stated w i th  more 
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frnnknc�s:  Ch ina ·, remarkable economic expansion has underpinned a 
transformat ion i 1 1  the na1ure of its ma1erial relationship with its neighbon. 
someth ing Ch i nu · �  lcn<lcrs recognize and are increasingly less inhibited 
ahout us ing .  In t h i �  endeavor they are suppor1ed by a number of key Chi­
nese commcnta lors who argue for a more assertive foreign policy role for 
Ch ina (sec Cai  2009; Z. Pan 2 0 ! 0 ) .  To judge by recent events. such views 
are being taken increasingly seriously. 

Caught Between Hegemons? 

The si luat ion of  Southeast Asian states highl ights some of the more general 
issues !hat confront modest ly  credentialed small powers in an era of great 
change in the i n ternat ional  system.  Much of this change is being precipi­
tated by the rise of  Ch ina  and the possible simultaneous decline of 1he 
United States as  the uncha l lenged hegemonic power of lhe era. The key 
ques1ion for Southeast  As ia  is whether China's rise represents a lhreat or an 
opporlunity .  

One should remember that  ASEAN itself was a creation of the Cold 
War, a confronta t ion of superpowers 1hat effec1ively defined the Asian re­
gion for ha lf  a century. Whi l e  some l imi ted opporlunilies were available to 
exploit the d iv i s ions  be1ween the superpowers. the overriding geopolilical 
imperat i ve  was adjus tmenl  to  the real i 1y of l i fe in a region dominaled by 
more powerful actors. fn  many ways, 1his need to adap1 remains the case. 
True. the tens ions that cu rrently ex i s t  between 1he United States and China, 
as we saw in Chapter 4. are of a differenl order than 1hose that prevailed be­
tween the U n ited States and the So\'iet Union or. for 1hat maner. prevailed 
between the U nited States and China in the past. And ye1 1he basic asymme­
lries of i n fluence and power 1hat characlerized 1his earlier period conlinue 
10 l imit  lhe opl ions of lhe Southeasl Asian s1a1es (Beeson 20 ! 0, 201 3a). 

Southeast As ian s1a1es are generally caughl belween China's growing 
economic i mpor1ance and the trad i 1 ional strategic reassurance that most 
have sought from lhe U niled Stales. ASEAN's problems in lhis regard are 
exacerbated by the fact 1hat some s1a1es have generally s1rong slrategic ties 
wi1h the Un i ted  S1a1es ( lhe Ph i l ippines. Thailand. and Singapore in particu­
lar). wh i l e  olhers f ind the i r  t ies  wi lh  China are beginning lo exerl an in­
creasingly powerful i n fluence over their foreign and domes1ic policies. 
Until recent ly, Burma was the mos1 obvious example of an ASEAN stale 
whose pol i t ica l  and economic in1erests had become more closely aligned 
with China's (Haacke 20 I 0). Burma's pariah srarus and chroni1..· underdevel· 
opmenl made i t  parl icularly susceptible ro China's influence, bur ils recem 
pol it ical J ibera l izur ion has seen i i  begin lo move our of China's orbil in 
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v.'ays that were nol an t icipated in China.  Indeed. Chim .. ·:-.e aspira t ions may 
have become a victim of the coun 1ry \ po l icy of 11on111cl·rkrc11cc and respec1 
for national sovereign1y-no marrer who migh t  he running that  country. A� 
Thi• Economisr (201 2a) po in t s  out. "China  m i ssed \' i t a l  s h i ft:-.  in pol ic ies. 
words and political th ink ing that they m ight have picked up  had they l is ­
tened to voices other than the government ' s  and engaged t he  country at a 
local leve l . "  Even more ga l l i ng ly. Ch ina \ dimin ished i n fl uence has oc­
t·urred as Washington's increases. 

And yet China continues to exert a power l"u l i n fluence over a numbe1 
of Soulheast Asian states. The ASEAN S u m m i t  of 20 1 2  was noteworthy 
primari ly as the first meeting of the Southeas!  Asian states !hat could not 
produce a final commun ique (Grant. Bland. and Robinson 20 1 2 ) .  Thi s  un­
usual display of disunity was caused by the inabi l i ty nf the  Southeast Asian 
stales to agree on a common posi t ion regrading the terri torial d ispute.� in 
the South China Sea. Cambodia in partkular was unwi l l ing  to do anyth ing 
against the interests of its increas ing ly important economic partner. a posi­
tion that dramat ica l ly highlighted the divisions between ASEAN 's mainland 
and maritime stales (Storey 20 1 2 ) .  Overstat ing China 's  economic impor­
tance to the region is possible-as we have seen i t  i s  not rhar i mportant for 
�ome regional economies, and some l ike Indonesia, the Ph i l i ppines,  and 
Vietnam are being negatively affected as a consequence of d i rect economic 
competition-but China\ long-term impact on the region as a whole seems 
certain as it become� the center of regional manufactur ing ac t iv i t i es  ( Das 
2009). Chinese policymakers are becoming increasingly adept at using thi� 
leverage to achieve favorable diplomatic outcomes .  

Overall. however. and despite China 's  growing mater ia l  presence and 
importance. little evidence can be seen of Southeast Asian states collectively 
"bandwagoning" with a rising China (Goh 2008). On the contrary. sigm are 
appearing that a number of Asian states are reinforc ing the i r  strntegic ties 
with the United States and "hedging" against the possible threats posed by a 
more a�serlive China (Medeiros 2005-2006). Such pol ic ies have not been 
well received in China. China's netizens have been predictably unhappy 
about perceived efforts 10 hedge against China's rise. However. many Chi­
nese scholars recognize the logic and impetus for the balancing strategies of 
ASEAN countries. Zhang Xizhen (20 I OJ, for example. be l ieves that the rel­
ative power of ASEAN is declining, but ASEAN's weakne�s and attempts lo 
hedge are in fact good for the stability of the region. 

A� Womack (2009) rightly observe�. the Southeast Asian states want tn 
avoid having to make a choice between the United S1a1cs and China. Any 
ancmpt to force the issue on the part of the United States or China would, 
Womack argues, be fiercely resis1ed and interpreted as a sign of  an auc-mpl 
to cslahlish hegemony in a region in which ASEAN likes to think it remain� 
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· 'in the dr iv ing  :-.ca1 : ·  The idea that ASEAN is 1he principal de1erminant or 
regiona l policy is a poli te ficlion. but one that serves a useful purpose as far 
as lhc major powers arc concerned (Goh 201 1 ). In the absence of an undis­
puted reg i o n a l  leader, ASEAN can fac i l i tate intra- and in1erregional rela­
tions in  ways that all parties may find convenient when it suits them. How­
ever. also clear is !hat when i t  doesn't suit them, both China and the United 
States have fierce ly  resisled being drawn into or bound by muhilaleral fo­
rums. The l imilat ions of  the ASEAN-sponsored ARF are perhaps the quin-
1essential example of th i s  poss ib i l i ty. 

Conclusion 

China's relat ions with Southeast Asia highlight many of the broader issues 
that are coming to  define Ch inese foreign policy. On the one hand, China's 
foreign pol icy offic i a l s  have clearly learned a good deal about effective 
diplomacy in  the post-Cold War, nonideological environment that charac­
terizes the international system general ly and East Asia in particular. Partic­
ipating in the d i s t inc t ive  d iplomatic and normative environmenl that char­
acterizes Southeast  As i a  p la in ly  has had some sort of impact (Johnslon 
2008: Ba  2009).  More than th is ,  however. Chinese officials have taken the 
init iat i ve :  the charm o ffens ive  in Southeast Asia was clearly designed to 
build on and en t rench Ch ina  ·s posit ion as an increasingly imponant re­
gional actor. and a nonthreatening one a1 that Southeast Asia has. therefore, 
been an important arena in which Chinese policymakers have been able 10 
learn, experiment . and innovate. 

And yet we  have also seen that l imits may be found to this process. Not 
only is a regional strugg le  taking place to assen rival claims o"·er the poren­
tially rich resources of the South China Sea. but such claims are being rein­
forced by an increasing ly  vocal community of netizens. who are piling addi­
tional pressure onto the Ch inese government (Callahan 201 2b). The rather 
predictable contest over material resources is being intlamed and ra1che1ed 
up in China by concerns about status and national pride. Policymakers fre1 
about seeming  weak and fai l ing  10 protect 1he national interest. Academic 
observations about the social ly constructed. inherently arbitrary namre of 
nationalisl d i scourses w i l l  cu t  Huie ice in a country where many are keen to 
see 11 robust reassertion of China's historically dominant position in the re­
gion. The end result is u situalion that threatens to spinal out of control and 
1um into actual conflict. While the prospects of inter-slate l·onflict in South­
east Asia are s t i l l  l ow-partly because 1he Sou1heasl Asian stale!' have linle 
capacity 10 confronl China collectively. let alone individu11lly1g-we l'aTIDOI 
be quite so sanguine abc.1u1 lhe silualion in Nonheasl Asia. 
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Notes 

I. A l l the figures detailing "Chinese·· hu�im:�� ;irt t \ l l y  ;1 1 c  <..: i tcd in Stu1focll 
(2007) 

2. Wor1h pointing out is that the idea of "Sou1hc;1-,c :\' l <i " '  a' a region i�  inher 

ently arbitrary and a product of World War I I .  when thc B 1 1 1 1 � h  uwd l hc term to de 

scribe a m1l itar1• theater m the "Far East ." The term j, a r.:m111der of the 'ocialh 

conmuclcd and. historical ly contingent nature of rl'g ions . s,·c l '.mmcrson ( 1 984) .
. 

l According 10 Marxist orihodoxy. revolut ion may he mc1 1 1<thlc hut only after 
capirnhsm\ productive forces hare been deve loped suftu.: 1cn1 Jy  10 revea l their inter­
nal "'contradiction;." In other words. the sort of revo l u t i on th;it o<..:currcd m China. 
which was essential ly still an agrarian soc iety. wa\ 'unp ly not ex pected to happen . 

See Bianco ( 1 97 1 )  and C. Johnson ( 1 962) 
4. Chinese bloggers have delighted in drawing anen t ion t o  t h e  numher of au1o. 

cratic governmenh that the United States has supported (sec.  for example . H. Shi 
2009). Numerous other scholarly arcicles. such as that by Zhu Lumin and Wang Y1 
(2008). cite the United States· relationship with lhe Suharto reg ime to demonstrate 
that US policy has been driven by the national interest. Many Chinese scholars are 
similarly skeptical about the U niled States"  human rights credentia ls  and argue thal 
adherence to the norms and principles it promotes is superfo.: ia l  and inconsistent 
See. for example . Jing Lin ( 1 986). Wu Guangxing and Wang Chcngguang (2006). 
and Zhang Wenx1 (2000). 

5. Again. we must note that many Chinese scholars are keen to e mphasize lhe 
ideological nature of US policy, especially during the Cold War. See Wang Lixm 
(201 1 ). Jin Weixing (2005), and Yang Guangbin (2000). 

6. Interestingly, Indonesia's authoritarian leader. Suharto, who rose to power on 
the back of a coup aga in�! "'communists," recognized the i mportance of Chinese 
bu�ine�speople"s economic contribution and sought to protect them as a conse­
quence. Suhano·s own close ties to key ethnically Chinese business cronies such as 
Liem Siu Liong was a key pan of his own grip on pClwer and the patronage and 
cronyism on which it was based. See Elson (200 I ) . 

7. The original members were Singapore. Indonesia. Malaysia.  !he Philippines. 
and Thailand. Subsequently. membership has been expanded to inc lude Brunei. 
Burma. Vietnam, Laos, and Cambodia. 

8. Japan has long-standing. influential political and economic ties ucro�s the re· 
gion. tie� it has historically reinforced with favorable trade and investmenl pack­
ages. Signs can be found that China is beginning to replicate some of  th is  .�tra1egy 
which is also causing Japan to reas�e�s its own policies ( Yoshimatsu and Trinidad 
2010). See Chapter 6 for more detail. 

9. A number of Southeast Asian states benefited from d i rect U S  aid and lhe 
stimula1ory impact or the wars in Korea and especial ly Vietnam. See S 1ubbs (20051 
and Bee�on (2007a). 

IO. The following discussion draws heavi ly on lhe excel lent analysis  in Chin 
and Stubbs (201 1 ) .  

1 1 .  One �hould note tha1 dealing wi th  the  China  threat theory has also become 
an imponant focus of discussion among Chinese scholars. too. Han Yugui and An 
Xiuwei (20 1 1 ) have argued in favor of developing a cornpn:hemive approach that 
includes solving the Sou1h China Sea disputes peacefully by strengthening cultural 
diplomacy and coordinating with the United Stales and Japan on key issues in 1hc 
region, while Cheng Xiaoyong (20 1 2 )  emphasizes the constructive potential of 
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China\ �o t t  pO\\ l"I' in l r.id i t m n a l l y  perceived hard power <ireas-thal 1s. by u�1ng 
111i\11;iry po\1 e r  anti 1 1 1 i l i lary exchange� with the regional counlries and hy playing a 
hi!!gcr rnk 111 11rn1 1 i ;1d i t io11;1l 'ecurily is\ues 

1 2 . In  add i t ion  111  'omc ot  lhc previously cited �ourccs. some of the more note­
worthy contr ihut 111 1 1' i 1 1dude Bhmk (2006). Chri�iensen (2006). Friedberg (201 1 ). 
R. Ro�\ (200)). Sut ter  ( 2006) .  and H.  White (2008) 

13. Accord i n g  10 the offic i a l  dat;1. i n  20 1 2 ,  China-ASEAN 1rade volume was 
USS4()(J.()9 h i l l  ion .  a l i t t l e  more than 10 percent of China\ overall trade. 

1 .t . Abo worth not ing i �  that many nf the analy�es developed hy Chinese schol­
ar-• of the coun1ry ·s  n a 1 i o n a l  image and soft power are in fact borrowed from the 
Uni ted State�. <1� <ire �ornc or  the �trategies for improving it. A large literature in this 
area now exis ts .  hut see Zhang Yuqiang (2002). Xie Xiaojuan (2004). and Han Yuan 
(2006) for reprc,enrntive samples.  

15 . The most i n fluent ia l  exponent of the inevi1able connict thesi� is John 
Mcar�heimer ( 200 1 ). 

16. The Chiang Mai In i t iative was ;1 respon�e to the A�ian crisis that spurred the 
overall process of  economic cooperation and institution building in East Asia by 
creating a series o f  currency swap arrangements. Despite doubts about its efficacy 
(Emmers and Ravenh i l l  20 1 1  ) .  i i  remains symbolically important. 

1 7 . Many scholars such as Ye Yin (2007) suggest !hal China should play a lead­
ership role i n  East A s i a  monetary cooperat ion, and some Chine�e officials seem 
quite happy to obl ige.  A �enior official in the Ministry of Finance. Zhu Guangyao. 
argue� that East As ia  finance cooperation should be viewed as a �trategic tool for 
China lo enhance its international standing and expand its influence 1G. Zhu 2006). 

1 8 . The Ph i l ippines .  for example. which is arguably rhe Southeast Asian slate 
mo�! directly threatened by China's territorial claims, "Jach a single fighter jet lb 
navy is  so weak that its biggest warship i� an aging fonner U.S. Coast Guard cutter 
it acquired as wrplus from the Penwgon last year" (Whitlock 201 .:!b). 



6 
Northeast Asia 

C h i n a's r e l a t i o n s  with N o rtheast Asia and Southeast Asia present a 
striking and reveal ing contrast. As we saw in the last chapter, ··southeast 
Asia" as a region has become synonymous with ASEAN, and it can lay 
claim to having developed some nascent sense of collective identity or "we­
ness" that many scholars consider an important marker of regional develop­
ment (Acharya 200 I ) .  Even i f  this sense of belonging and identity is prima­
rily confined to the senior officials and diplomats who attend ASEAN's 
many meetings, i t  still stands in srnrk contrast to Northeast Asia. So under­
developed and uninst i tu t ional ized are the interactions be1ween the compo­
nent parts of Northeast As ia  that the region has been aptly described by 
Gilbert Rozman ( 2004) as  "stunted." Although some of the countries of 
Northeast As ia  are more involved in institutions with an East Asian or even 
Asia Pacific identity, as we saw in Chapter 4. the prospects for similar devel­
opments i n  a dist inct Northeast Asia region remain relatively dim. This lack 
of cohesion i s  especial ly v iv id as a consequence of the recent. intensifying 
tensions be1ween China and Japan over what they respectively call the 
Diaoyu and Senkaku i s lands ( Hayashi 20 1 2 1 . Nevertheless, allempts have 
been made 10 esiablish triparlite talks among China, Japan, and South Korea. 
and we examine their  prospects, too. At this siage, however. one can fairly 
say that bi latera l i sm,  rather than muhilateralism. is the order of the day. 

The reasons for Northeast Asia's failure to develop effective multilat­
eral inst i tut ions are not d ifficuh to discern. but rather more difficult to elim­
inate. More than any other region in which China is directly involved-and 
more than any other region in  the world, perhaps-the legacy of history 
continues to  bear down on the present. Memories are long and resentments 
fester in ways thut seem unimag inable in Europe-or they did umil re­
cently, a t  leas! .  But Europe slands as a sobering reminder of how attitudes 
can change and old animosit ies can reemerge when times get tough. The 
paradox in  N ortheast Asia i s  1ha1, even when the region's economies have 

1 1 3  
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generally been experiencing a per iod of u n prcccdl' l lh.'d economic success, 
this success has nol been enough 10 emsc all of the rcg i o n  ' s  h islorica l bag­
gage or O\'Crcome years of mistrust rcsc n l m c n l .  and h o� t i l i ty. 

And yet there ore signs of hope. The PRC's rc l a t ion �h i p with i ts  "rene­
gade'' province. Taiwan. suggesls thal 1he log ic  o f  so-cal led l i beral  imerde­

pendence may indeed be capable of amc l iornl ing even the most  fraught and 
seemingly nonnegotiable of bi la1cral t ics . At the very l e a s t .  the Northeas1 
Asian region and China's various b i lateral rc lat ion:-.h ips prov ide a revealing 
labor.uory in which to test some of the more i mportmu c l a i m s  of con tempo­
rary �cholarship-albeit principal ly  its Western v a r i e t i e s .  As we shall  see. 

when it comes lo Taiwan in par1icular. many C h i nese arc unconvinced about 
the impact of economic integrat ion and wary abou t t he i m p l ica t i ons that 

now from much ••J iberal'· th ink ing .  Rela1 ions w i th Ta i wan in part icular and 

with its other Northeast Asian neighbors more genera l ly d isp lay a surprising 
amount of parochialism and part icularism. As a consequence.  lhe region's 
frequently fraugh1 relations present an importanr tesl of  China 's  new foreign 

policy thinking. When it comes to Northeasl As ia .  some issues remain non­
negotiable. it seems: limits are firmly and p la in ly  es1abl ished as 10 how far 
ahead of popular nationalist senliment China's e l i te s  are prepared to go. 

We explore lhese issues by first ly prov iding a br ief skelch of Northeast 

Asian history. which highl ights the events that con t inue  to i n fl uence the 
conduct of con1emporary relationships. Without some sense of 1he reg ion 's 
history. we suggest. one can simply nol understand why  some issues remain 
such apparently insunnountable obstacles nol just to ,-:ood regional re lat ions 
but 10 a11y regional rela1ions at a l l .  The key re la t ionsh ips  here,  of course. 
are !hose of China wi1h Japan. Taiwan, and the two Koreas. We also look at 
1he PRC's relationship with Hong Kong as i t  has played such a crucial role 
in the economic transformation of the mainland,  and because ii may yet 
offer a model for resolving the Taiwan issue. F ina l ly  we offer some obser­
vat ions aboul the prospec1s for lhe development of regional inst i tut ions. 

The Burdens of History 

For moi.t of human history China has dominated what we now th ink of as 
Northeast Asia. The impact of Chinese c iv i l ization genera l l y  and Confucian 
though! and social practice in parl icular is espec ia l ly  ev ident i n  Korea and 
Japan (Rozman 199 1  ) . Both Korea and Japan borrowed heav i ly  from China 
in an infonncal regional hierarchy that effec1ively persisted for hundreds of 
year�. This order wa11 invariably 11table and reinforced China 's  sense of ex­
ceptionalism 11.nd superiorily. And yet, as we have seen, this regional order 
even1ually proved brittle and unable to wi1h111and the impact of  powerful 
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external force� i n  t h e  fo r m  of European imperial ism. Cruc ially. Japan re­
sponded m uc h  more e ffect ive ly  to th is  challenge, further destabilizing what 
had become an i ncreas i n g l y  frag i le  in ternational order. The very dirferent 
reactions w i th in  Northeast Asia to external challenges would have profound 
consequences fur Japan .  Ch ina ,  and the h istorical evolution of the region 
(Beeson 2007a ) .  

Sino-Japanese History 

The dec l ine  of  the tr ibutary system gave tangible and symbolic expression 
to the end of  the old order, wh ich  China had dominated. Although the initial 
impetus for this turn ing  po in t  i n  regional and world history may have come 
from outside, the  Me ij i  Restoration that turned Japan into a major industrial 
and m i l i tary power  was p i v ota l  ( B easley 1 990). While China was being 
"humi l iated" b y  the v i ola t ion  of  its sovereignty at the hands of the Euro­
pean powers, Japan not on ly  remained independent but was rapidly rising. 
Japan adapted to  the so-cal led Western standard of civi l ization with alacrity 
(Gong 1 984) ,  and prompt ly  set about acquiring an empire to match its great 
power pretens ions .  

Korea became the  focus  of  Japan's  ambitions, and despite Korea's ef­
forts to isolate i t se lf. Japan bu l l ied it into opening up in much the same way 
the Uni ted States had done to Japan.  From a Chinese perspective the most 
aggravat ing aspect  of Japanese e x pansionism was that i t  came al China's 
expense:  the treaty that Japan  i mposed on Korea in 1 876 ignored China's 
historical c l a ims  to  suzera in ty  over Korea and set the scene for the Sino­
Japanese War of  1 894- 1 895 . 1 A series of swift Japanese victories on land 
and sea not on ly  drove Ch ina  out of  Korea but revealed its comparative 
weakness in the process, a rea l i ty  that was given tangible expression in the 
hum i l ia t ing Trea ty  of S h imonoseki . a document 1hat enshrined China's di­
minished s ta tus  in the region ( S .  Zhao 1 998) .  Japan's rising status and 
power was.  by contrast .  confirmed by its subsequent defeal of Russia in 
1 905-thc first t i m e  an As ian  nat ion had defeated a European ··great 
power" and a harbinger of long-term changes in the region and lhe world. 

As part of the Treaty of S h imonosek i .  Japan acquired Taiwan. an insult 
lo China's nat ional pride that was not redressed until the end of World War 
II .  Before the i mpl ica t ions  of Taiwan·s  change of stalUs are considered. 
however. ment ion mus t  be made of 1he principal source of Chinese enmity 
toward Japan: Japan·s in i t ia l  occupation of Manchuria in 19 .' I .  followed by 
a fu l l -blown invas ion of China in 1 937  ( Young 1 998 ). China wanted to 
avoid war as  i t  was poorly placed lo resist Japanese agg�ssion as its own 
internal  connicl rumbled on .  J apanese invasion was bad enough. but lhe 
princ ipal reason that th i s  period continues to resona1e wi1h Chinese people 
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is because of 1he conduct of Japanese troops mul thc fa i l u re of  subsequent 
generalions of postwar Japanese leaders to acknowledge.  mm:h less atone 
for. Japanese culpability (Lind 2009). 

The most egregious example of Japanese wartime atroc i t ies  are associ­
aled with lhe Nanjing Massacre ( I .  Chang 1 997 ) .  No one knows exactly 
how may people died at the hands of Japanese soldier1' dur ing the occupa­
tion. bul estimates go as high as 300.000. Whatever the fi gure .  the gratu­
i1ous brutality that was meted out by Japanese 1roops and the fa i l ure of 
Japanese leaders 10 offer sincere apologies-sincere enough for most Chi­
nese. at least-really rankles and is lhe source of cont inu ing animosity. and 
one that has been inflamed by the return 10 power of the L iberal Demo­
cratic Par1y in Japan. The EcmwmiJt ( 20 1 3 )  describes !he admin istration of 
reinstalled Premier Shinzo Abe as "a cabine1 of rad ical  nat ional is ts  

.. 
( 1 9), 

some of whom want to rescind the l imited apologies that have been made 
for Japan's wartime atrocities. Given that a heated debate is a l ready being 
held about !he role 1he Japanese governmenl p lays in  cover ing up its 
wartime activities and 1he notorious fai lu re of  Japanese schoolchi ldren lo 
learn abou1 Japan's shame as part of their education (see Gong 1 996) ,  ten­
sions will all too likely increase. Chinese scholars are espec ia l ly  concerned 
about !his subject. Jin X ide (2005) .  for example. argues that Japan refuses 
to offer an adequa1e apology for its wartime role because ( I )  i t  avoided crit­
icism during the Cold War period. (2) conservat ive forces cont inue lo  dom­
inate Japanese pol ilics, and (3) Japanese cultural 1rad i t ions  and the impor­
tance of shame prevent introspective ref1ec1 ion.  Agree ing w i th  th i s  analysis 
is no1 necessary lo recognizing that many Chinese scholars bel ieve thal the 
responsibility for improving Sino-Japanese relations l ies large ly  wi th  Japan 
hee. for example, K. Li 2005: Mi  2005 ) .2  

The apparent failure of Japan's government to  put the past behind it ef· 
fec1ively in the i.ame way thal Germany did in the aflermalh of World War 
II is nol simply a revealing insighl into comparat ive pol i t ica l  cu l tures ,  but 
as far as Northeast Asia is concerned. i t  is an enduring obstacle 10 closer re· 
gional 1iei.. The very langible and ongoing territorial d i spute is a product of 
these earlier conflicts and also a reminder of how unresolved some of 1hem 
remain, as we explain later. World War I I  continues to cast u long shudow 
over China'i. other two principal relations in the region as wel l ,  and under­
standing why is important. 

Taiwan and Korea 
China·� relationships with both Taiwan and the two Koreas i l l ustrnte just 
how important historical factori. can be in determining current real i t ies, but 
Taiwam in particular presenls the most comple1t problems .  The victory ol' 
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the cmmnun i � l s  i n  1 949 may h a v e  ended the c i v i l  war, but the triumph was 
not an unal loyed one .  When the nationalist forces under Chiang Kai-shek 
retreated to Ta iwan .  they created what is  arguably the most difficult or 
China's fore ign  pol icy problems-even if mainlanders continue to think or 
i t as a domest ic  issue.  The PRC\ official position is that Taiwan remains a 
··renegade pro v i nce." and it has no c la im lo being, or status as. an inde­
pendent stale. Indeed, the PRC has invested a good deal of political capital 
in trying to ensure that other states subscribe to ils view of Taiwan, some­
thing that has had m ajor imp l ications for its relations with the United States 
in part icular and,  by extension,  for key all ies such as Japan and Austral ia . '  
Importantly, the C h inese government i s  strongly supported by the Chinese 
population as a whole and by much academic commentary.� 

Because nat ional ist  sentiment i s  so strong and influential,5 Taiwan's sta­
tus is  essent ia l ly  nonnegotiable as far as successive PRC governments have 
been concerned. Whatever  Ch inese policymakers may think privately. and 
despite what  some C hinese scholars have said,6 the mainland govemmenfs 
supporting any posi t ion other than eventual unification is all but impossible. 
The need to  be seen tak ing an appropriately tough stand in defense of what 
are seen as  leg i t imate nat ional in terests has led different PRC governments 
into some h igh-stakes confrontations with the Uni ted Stales in the Taiwan 
Strait (Swa ine  2004 ) .  The continued unresolved nature of Taiwan's status. 
espec ia l ly  dur ing  the Cold War era, has added one more obstacle to the 
restorat ion of good relations between China and its immediate neighbors. 

Much the same could be said about that other artifacl of the Cold War 
era: the d i v ided Korean peninsula .  In  Korea, of course, inherent Cold War 
tensions led to a l l -out  war. In the early 1 950s. China was sl i l l  closely 
al igned w i t h  the Sov ie t  U n ion and its supporl of Nor!h Korea in this con­
tl ict needs to  be seen in  that context (S. Zhao 1 998).  Nevertheless. recog­
niz ing the great deal of  ideological solidarily and sense of common purpose 
between Ch ina  and Norch Korea during this epochal struggle is imponant 
(Cumings  1 990) .  Chinn and North Korea were famously "as close as l ips 
and teeth" (c/11111chi xia111-:yi). Ch irni's support of the North also demon­
strated the enormous costs Mao was prepared to bear in defense of China's 
a l l ies and system-a message that was not lost on other potential adver­
saries. Th i s  sense of  jo int  sacrifice and struggle is one part-albeit a de­
creas ing ly  important one-of China·s <.'ont inuing support for the Nonh. 
Even now, a number of Chinese observers argue that North Korean social­
ism i s  not wi thout  meri t .  7 

The net result of the Korean War was a stalemate. Technically. the war 
has never ended-as the occasional bombardment from the North's erra1ic 
and unpredic1able government reminds us. As we explain below. the na1ure 
of the regime in the North-a dynastic regime bolstered by a gargantuan 
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mi l i tary-makes i t  a difficult and dangerous in lcrlornlor. For China ·s  cur­
renl leadership. the very real legacy of earl ier confl ic l s  pn:�cnts  an increas­

ingly problematic set or foreign policy chal lenges as  i i  \\ c i g h s  the costs and 

benefits of continuing 10 supporl ils only a l l y  in the reg i o n .  Indeed. just 
how bereft of allies and friends China actua l ly  is. is � 1 r ik ing .  and t h i s  deanh 

may be one reason some are reluctant to give up on North Korea for all its 
problems. Whatever !he merits of that argument.  greater economic interde­
pendency alone is plainly not sufficient to reca l i bnuc C h i n a 's foreign poli­
cies. or 1hose of i ts  principal trade partners. This possi b i l i t y  is nowhere 

clearer than in Northeast Asia. 

The New Political Economy of Northeast Asia 

One of 1he more enduring and influential ideas in pol i l ica l  science-or 1ha1 
part of political science that takes economic issues seriously. at leas1-is lhat 
an importanl and growing link can be found between pol i 1 ics  and econom· 
ics. and 1his connection influences the behavior of states. We agree. In Easl 
Asia in particular. understanding lhe evolution of 1he region or its con­
slituent parts is simply nol possible without recognizing the inescapably in-
1erconnec1ed. mu1ually constituting nature of poli t ical and economic out­
comes. hence 1he term political eco,,omy and the impl ied re la1 ionship and 
interaction be1ween !he two." Liberal inlerdependence 1heory suggests 1hat 
polilical and economic rela1ions in a global era are increas ingly in1er1wined 
and transborder. causing scholars to develop new ways of expla in ing the in-
1ernalional political economy. It has also forced policymakers to recognize 
that national autonomy and the sovereign state are nol as assured as they 
once were (Vernon 197 1 :  Keohane and Nye 1 977) .  At  its boldest. those ob­
servers mos1 influenced by this tradition argue that something about 1he na-
1ure of contemporary global capitalism actually promotes peace and stability 
as slates realize more is lo be lost than gained from conflicl (Gur1zke 2007). 

Some readers may be astounded to hear that the l im i ted benefits of war 
have taken so long lo be recognized. Deflating as th i s  poss ib i l i 1 y  may be, 
whal i s  more importanl for our purposes i s  the reception such ideas have 
had in China. Significantly, a number of mainstream scholars support the 
idea thal economic interdependence can help resolve the Taiwan problem. 
Kuang Yanxiang <20 12 ) .  for example, emphasizes lhe pacify ing  effect of 
the Economic Cooperation Framework Agreement. However, we must also 
recognize that many more skeptical voices doubt whether economic inlc· 
gration will bring unificalion (see C .  Wu 20IO). Never1helei;11. :i;lrik ingly. 
the influential doclrine of a peaceful rise i s  very compatible with some of 
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t h e  unde r l y i n g  a � � u m p t i o n s  tha t  have  been developed in the  West. Some 
Chinese scholars s u c h  a s  the team in  the Center for China Studie!i. or 
Ts inghua U n i versi ty .  for example ,  see as essential China's integration into 
the intcrnal i o n a l  p o l i t i c a l  regimes that seek to manage the international 
economy and thut have largely been establ ished under the auspices of US 
hegemony (cited i n  Z. Sun 2002) .  

T he  Western and  Chinese l iterature on international political economy 
suggests that many observers in China and elsewhere recognize that the 
contemporary international poli t ical economy present!i. major challenges to 
bo!h pol icymakers and scholars. If some of the more optimistic claims 
about the transformat ive impact economic change has on political practices 
and att i tudes are correct ,  then the prospects for resolving apparently in­
tractable disputes may  be brighter than some fear. At the very least. some of 
China's problemat ic  relat ionships wi th  its Northeast Asian neighbors offer 
an i l luminat ing arena in wh ich  to test some of these claims. 

"Greater Chin a " 

Much of the discuss ion thus  far has focused on regionalism and the foreign 
pol icy act ions of Ch inese offic ia ls and their counterparts around the region 
and the world .  Now,  by contrast, we want to focus more on regionali:a1ion. 

or the impact of more narrowly  defined economic forces and actors. In this 
contex t ,  the e mergence of  what has been described as "Greater China'' 
highl ights another d imension of broadly conceived regional activ ities: the 
emergence of subregional "growth triangles" (Henderson and Nadvi 20 1 1  ). 
East As ia  conta ins  a number  of such areas. which have sprung up of1en 
without m u c h  government encouragement, such as the Singapore-Johor­
Riau area. and sometimes ( less successful ly) they have come about with the 
support of formal agreemenrs. such as the Greater Mekong Subregion Eco­
nomic Cooperat ion program ( Frost 2008: Fu 2009).� Successful or not. 
these transborder. subregional patterns of economic interaction and devel­
opment represent potent ia l ly  important drivers of integration. which have 
pol i t ical and pol icy consequences (Scott and Storper 2003: Hudson 2007). 

Greater Ch ina  consis ts  o f  Taiwan. Hong Kong. and China itself. or 
more specifically. those areas of the mainland that abul Guangzhou in Hong 
Kong's case and  the area around Shanghai. in the case of Taiwan. Hong 
Kong in part icu lar  played a pivotal role in China's initial phase of "opening 
up," when  specia l  economic zones were created in Shenzhen. Shantou, 
Zhuhai, and Xiamen .  Special economic zones had proved important mag­
nets for inves tment  and catalysis for development elsewhere in Asia. too 
(Rond ine l l l i  1 987 ) .  and so their potential was clear. Deng Xiaoping saw 
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them as an impor1an1 way of 1rnnsit ionin!? from :m insu l:1r rcgiml· prcd i ­
caled on cenrral planning to one in which foreign in\"cstnwnt  ; 1 1 1d milrkct 
forces would play a larger role. Significan1ly. Deng \ experiments were not 
without their opponems (Vogel 201 1 ) . and even now imporl:ull dcb<Ucs con­
tinue aboul lhe precise role both Honl:!. Kong and Tai\\illl should play in 
China's overall economic development .  but a bel ief is grow i ng that the 
fates of the "'three Chinas·· are bound together. 1 1 1 

Neverrheless. rhe shift of labor- intensive. export-oriented manufactur­
ing from Hong Kong and especially Taiwan to the main land has been one 
of the mos! importam forces restructuring and modernizing the main land 
economy. 11 has also eslablished significant direct links bc1wecn China and 
lwo of its most impor1an1 bilateral economic partners. In Hong Kong's case 
any po1en1ial difficulties crea1ed by lhe interaclion of what were formally 
separale national jurisdictions has been largely resolved by the reun ification 
process lhat occurred in 1 997. when sovereignty was transferred from 
Britain 10 the PRC (M. K. Chan 2008). Even before thal, however. lhe com­
mon language and cultural values of the entrepreneurial Canlonesc Chinese 
in Hong Kong and Guangzhou provided an important catalyst for closer 
economic integration and cooperation (Redding 1 990). The success of  1his 
experiment is hardly in doubt: Shenzhen has famously been lransformed 
from the proverbial sleepy fishing vi l lage l i t t le more than thiny years ago, 
to a city of over 10 mil l ion today. 

Taiwan ·s economic integration with China has been less straightfor­
ward given its anomalous political position. Mainland authorities have been 
underslandably sensitive about being seen lo be too close to Taiwan poli t i ­
cal ly or 100 accommodating economically. Much Taiwanese inveslment on 
the mainland has to be routed lhrough Hong Kong, something that vastly 
exaggerates Hong Kong's imponance as a source of FOi as a consequence 
(Breslin 2007). The crucial political change that allowed Taiwan to play a 
role in economic development on the mainland was the decis ion by the 
Standing Commiltee of the People's Congress in 1 98 1 ,  which cal led for 
peaceful reunification through negotiation and effect ively acknowledged 
Taiwan's i.tatus as a semiautonomous capitalist economy (Sung 2005 ) .  Im­
portantly, part of the new reunification strategy meant allowing Taiwanese 
buttine11s to trade with and invest in the mainland. 

Unsurpri11ingly, perhaps, the succe11s of growing economic ties had the 
effecl of improving cross-slrait relations, which were further enhanced by 
init iatives such a11o China's Coastal Development Strategy and Taiwan's re­
h&Kation of the "three-noes" policy. 1 1  Significanlly, growing economic ties, 
from which both Taiwan and the PRC have both benefited enormously, 
have l!-iven polilical balh11111 to the relationship. Despite the occasional crisis 
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over U S  arms sales or Taiwan's taking a too-independent polilical line 
under the lc:idersh ip  or Lee Teng-hui and Chen Shui-hian , the underlying 
economii.: rch1t ionship has continued to deepen. 1 � Indeed. so imponant has 
Taiwanese inveslment become lo China generally, and so prominenl and 
numerous h:ive T11iwanese businesspeople become in places such as Shang­
hai. that Roberl Ross (2006) considers them to be something of a '"commer­
cial fifth column" (386) .  More than I mil l ion Taiwanese now live in China. 
with hu l l' that number in Shanghai alone (Richburg 20 1 0).  We consider 
whether these commercial ties can reconfigure the regional balance of 
power-or lhe stralegic calculus or China ·s policymakers, at least-in more 
detail below. The point to emphasize al lhis slage is 1ha1 lhe experiences of 
bolh Hong Kong and Taiwan appear to give some credence 10 the cenlral 
claims o f  inlerdependence theory. Indeed. Hong Kong·s successrul reunifi­
ca1ion with China and ils exislence as a special administra1ive region seems 
10 offer a possible path forward even for the more problematic relationship 
with Taiwan. This view is cenainly 1he one a number of influential Chinese 
observers iake. 1 1 

Recently, d i rect commercial flights between Taiwan and China have 
begun, some1hing tha1 fur1her fac i l itates business and private l inks across 
the slra i l .  Negotiations are also ongoing to allow the two lo invest in each 
other 's  equi ty markets. with some observers expecting the process to accel­
erate (see Li and Wu 20 1 3) .  Simi larly. the Economic Cooperation Frnme­
work Agreement negotiated belween China and Taiwan not only funher en­
hances trade ( Kwong 20 1 1 ) , but also continues the PRC"s policy of using 
its economic leverage to pursue long-term slrategic goals. Striking and 
rather encouraging as lhe story of China's economic inlegnition with Hong 
Kong and Taiwan is. skeptics might argue that the divisions were somewhat 
arlificial and. when seen in the long-lenn sweep of Chinese history, 1empo­
rary aberrations. perhaps. Relations with Japan, by contrast. presenl a more 
difficul t  tesl of l iberal inlerdependence lheory's op1imis1ic scenario. Even 
here, though. despile formidable historical obstacles. one can find-or per­
haps. could once find-grounds for caulious optimism. 

Sino-Japanese Ties 

A number of points need to be kepi in mind when lhinking about China's 
relat ionship with Japan. First, since the nineteenlh century, Japan. not 
China. has been in the ascendunce economically {and very often politically, 
loo) i n  East Asia. Japan's economic dominance for mosl of the 1wentie1h 
cen1ury has lefl u 111ngible legacy in Korea and Taiwan, where Japanese 
colonial ism al least had the effect of bequealhing lhe highly effective '"de-
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velopmenlal slales·· thar underpinned the rcnrnrkabll' rise of hnlh cconomics 
(Kohli 2004). Elsewhere in lhe region. a number nf Sou1 h�·t1�1 Asia 
economies were incorporaled inlo the production stnH.· t u n  .. ·s t h .1 1  .l ap:mcsc 
corporations esrablished as they moved out of Jap:m in  �c;m:h of chc:ipcr 
labor. resources. and export platforms. In short Japanese companies hud a 
good deal of experience in ··outsourcing. " '  "offshoring."  :md g:cnc rn l l y  reor­
ganizing the production process even before China began to open up 
(Bernard and Ravenhi l l  1 995; Ruigrok and van Tuldcr 1 995 ) .  

Allhough some surprising simi larities can  be  found where C h i n a ' s  and 

Japan's developmental experiences are concerned. especia l ly  regarding the 
role of the stale in direc1ing economic act iv i ty  ( Beeson 2009b) .  i mportanl 
differences are also apparenl. Unlike Japan. which placed slrict l imi ls  on in­
ward FD! during its high-growth phase. China has welcomed it  and become 
one of the world's biggesl rec ipienls as a consequence ( Naughlon 2007) .  

Having said that. we also need 10 remember that China. l ike Japan before i i ,  
has an enonnous pool of domestic savings on which lo draw. As  a conse­
quence. and despi1e lhe massive inflows of foreign capiial 1ha1 have gath­
ered pace since the early 1 990s. FOi has only accounted for something l i ke 
5 percenl of capital formation in China (Bergsten et a l .  2006) .  

Nevertheless. FOi  h a s  been importanl, not leas t  in introducing new 
ideas and technology. something thal was recognized and encouraged by 
Deng in the firs! phase of China's economic opening. Nol only was this  cal­
alyst importanl for China's economic development, but i t  also i mproved 
hi1her10 frigid bilateral ties between China and Japan (Vogel 2 0 1 1 ) . For all 
the possible diplomatic and even stra1egic benefits 1hat migh1 flow from im­
proved Sino-Japanese relations. Japan's economic engagement wi th lhe re­
gion has largely and unsurprisingly reflec1ed developments wi th in  its own 
domes1ic economy and the value of the yen . 1 4  As a consequence. the hey­
day of Japanese FDI generally, and FDI 10 Asia in part icular, was the early 
1 99011. when Japanese companies moved offshore to compensate for decl in­
ing competi t iveness and cost  pressures. Even lhen, Japan's investmenl in 
Ai.ia was smal ler than in Europe and especial ly the United Slates ( Lincoln 
2004). Despile this disparity in funds, China has rapidly become Japan's 
largest i.ingle trade partner and such an i mportant and profitable parl of 
Japan 's evolving international economic profile 1ha1, accord ing to Mu­
nakala ( 2006), "the 'China threal' argument has  been pu t  10 rest" ( 1 38) .  

Unti l  recently th is  judgment looked, sounded, and may yet be vindi­
ca1ed in the long run. And yet the increasingly struined relations between 
China and Japan provide a sobering reminder of jus1 how fragi le relations 
can be and how e.11.pot>Cd Japanese inve11;1ors are (C. Murphy 20 1 2).  Indeed, 
one could polentially read entirely different possibi l i t ies and prospects into 
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1hc rc la l ion"hip .  On 1hc one hand. economic lies seem se1 10 continue deep­
ening mid t h u s  stabil izing the re laiionship. The turning point as far as 
fapmlC\C 1 11vcstmcnl and FDI more general ly was concerned was China's 
accession 10 lhe  WTO, something that helped consolidale China's position 
in a rap id ly  evolv ing regional production nelwork (Thorbecke and Salike 
20 1 l ) .  Indeed. Susan Shirk (2007) suggesls 1ha1 China's decision 10 join the 
WTO was "!he best thing that ever happened lo China's regional rela1ions" 
( 1 32 ) .  Perhaps so, but i i  may nol be enough to overcome the growing na­
tionalist sentiment that has been fueled by the 1erritorial dispu1e-and nol 
jusl on the Chinese side. On the contrary, an equal and opposite reaclion is 
deve loping in Japan as both sides are driven on by noisy domestic forces 
(Hayashi 20 1 2 ) .  

W e  w i l l  consider t h e  geopolitical impac1 o f  these tensions i n  more de­
tail below, but before we do, we need to recognize thal-however the terri­
torial dispute unfolds-a fundamen1al change has occurred in the regional 
economy. From being a region that was primari ly driven by lhe Japanese 
economy, now lwo hubs and many spokes can be found in what Richard 
Baldwin (2008) describes as 1he "Easl Asian bicycle" (70). The rise of 
China has reconfigured the architecture of regional produc1ion and encour­
aged the sorts of  trade l ibera l ization agreements we noted with Southeast 
Asia i n  the last chapler. As a consequence of China's trade liberaliza1ion 
init iat ives, Japan has sough! to es1ablish its own free 1rade agreement wilh 
ASEAN ( Yoshimatsu and Trinidad 2010) .  While Japan's activist economic 
diplomacy may contribute to lhe overall process of "nelworking the region" 
(Deni 2003) .  one should no1e tha1 al 1his s1age. no similar agreemenl exists 
be1ween China and Japan. despite 1heir growing economic in1egra1ion and 
the developmenl of an investmenl agreemenl 1ha1 also includes Soulh Korea 
(D ickie and Ol iver 20 1 2) .  Of even �realer po1ential significance are lhe ap­
parenl ly serious lalks belween Chinese and Japanese officials abou1 devel­
oping an Asian currency. which will mosl likely be 1he renminbi, given 
China's growing interesl in in1ernationalizing its currency (Wei, Davis, and 
Nakamichi 20 1 1  ). 

Extensive economic ties are lherefore forming be1ween China and 
Japan, and 1hese 1ies have lhe potential. at least. 10 encourage fur1her fonnal 
agreemenls be1ween the lwo countries-agreements lhat seem at odds with 
olher aspecls of  the relalionship. I f  such agreements can be realized, this 
raises 1he possibi l i 1y  1ha1 elements of any bilaleral relationship may be 
compar1mental ized or quarantined from more difficull issues. The olher 
country I hat merits men1ion in our brief summary of Nor1heas1 Asia's polit­
ical economy-South Korea-also gives credence to lhis idea. As China 
has become South Korea's larges! 1rade parlner and larges! single destina· 
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lion for Korean FDI. a l<iignificanr imprnvcmcm has taken pl:icl' in hi l:itcrnl 
relations. one 1hat seemed capable of weathering the on·asion:il North Ko­
rean-induced crisis. Indeed. South Korean i;on�·erns about ib growing eco­
nomic dependence on Chiou looked more l ikely to undermine ever c loser 
ties (Sutler 2010) .  The more general question that China's steadily deepen­
ing economic relationships with al l  its Northeast Asian neighbors brings to 
the surface is. can they transfom1 the strategic env ironment in the way lib­
erals would like to believe (Goldsmith 2007 )? To answer this quest ion we 
need 10 look more closely at the security situation in Northeast Asia. which 
is routinely described as one of the world's most combustible "tlashpoints." 

Security in Northeast Asia 

Northeast Asia. l ike the broader East Asian region or which i t  is a part . pres­
ents something of a stralegic paradox. For decades now. 11 number of ob­
servers have been arguing tha! 1he region is '"ripe for rivalry," lo borrow 
Aaron Friedberg's ( 1 993-1 994) evocative phrdse. And yet the most remark­
able feature of East Asia and Northeast Asia in par1 icular is thal 1hey remain 
essentially peaceful. True. North Korea can be relied upon to induce regular 
panic anacks among the region's strategic planners. and any number of con­
frontations have been associated with rival 1erri1orial claims, especial ly be­
tween China and Japan. but thus far at leas!. East Asia remains remarkably 
peaceful (Weissman 20 1 2 ) .  This outcome is,  of course. entirely in keeping 
with China's overarching grand strategy. which seeks to create a peaceful 
external environment within which i ts own economic development can 
occur (G.  Liu 2006). 

Many outside China, especial ly in the Uni ted States, th ink that i i  suits 
China to maintain a low profile while it  is relat ively weak, but China's de­
l!oire to keep out of !he l imel ight does not mean that conflict i s  any less 
l ikely-even inevitable-in 1he long term ( Mearsheimer 200 1 :  Friedberg 
201 1 ) .  In this regard. despite the protestations of the Chinese government 10 

the contrary, their claims appear lo be validated by the writings of some Chi­
nese commentator.;. Indeed, a number of very high profile contributions 
have been made to the debate in China that argue that China should bui ld up 
i ts defense capabil i ty as rapidly as possible because they. too, think 1hat a 
clash with the United States is likely if not inevitable. Not all of these analy­
se" are as scholarly or sober as we m ight hope. Liu Mingfu 's ( 2 0 1 0) bes1-
11elling Zhm1gguomeng: Hou Meig1w Shidai dt' Da1t110 Siwei yu Zht111lm.> 
IJit11tM"r'i (China Dream: The Great Power Thinking and Strategic Position­
ing of Chiou in the Post-American Age) argues that China needs to develop 
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1hc world's most powerful mil itary cnpacity hecause connicl wi1h 1he Uniled 
Stale� i� incvi tahlc (sec also Dai 20 10). 

Again�! th i .� rather unpropitious backdrop. China's s1ra1cgic relations 
with its Norlhcasl Asian neighbors are playing 1hemselves oul. For China's 
foreign policy making e l ites, striking lhe righl balance between competing 
priori t ies i s  an increasingly complicaled business as they siruggle 10 bal­
ance 1raditional auiiudes and ties with China's increasingly prominenl inler­
national profi le .  In lh is  regard. being a greal power is something or a dou­
ble-edged sword. to borrow an appropria1e c l iche. 

Much of lhe th inking about these issues in China needs to be seen in 
the context or a desire on the part of China"s policymakers to use 1he North­
east Asian region lo counlerbalance what are seen as "'conlainment'" strate­
gies on the par1 or the U ni1ed Stales ( Deng 200 1 ) . At the same time. how­
ever, a recogni t ion ex i sts that China needs to cooperate with the Uniled 
Slates to address many regional issues. This paradox is reflected in the do­
mestic debate regarding the role or 1he Uni led S1a1es in Northeasl Asia 
among many or  China's leading scholars. Some, such as Yuan Peng 
(2007 ) ,  1.� take a negative attitude toward the United States' Northeast Asian 
policy and argue that the s1ra1egic objectives or the United States in North­
east As ia  are designed to prevent China's rise through the use or alliances 
and by l imi t ing China's economic development By con1rast. scholars like 
Li Kaisheng 16  believe that lhe United States in its involvemenl in Northeast 
Asia could actual ly use its a l l iances to slabil ize the regional siluation. 
Moreover. Li Kaisheng (2007) claims lhat history and the consequem poor 
in1raregional relations necessitale US involvement. especially ir lhe Norlh 
Korean nuclear issues are ever to be resolved. Indeed, the 1ensions and 
compet ing pressures inherem in China's contemporary foreign policy ap­
proach are nowhere more dramalically highligh1ed lhan in ils relalionship 
with Norlh Korea. 

North Korea:  With Friends Like These . 

Nor1h Korea. or the Democratic People's Republic or Korea, 10 give it  its 
proper 1 i 1 le. has become a byword for unpredictabili1y and uncertainly. Even 
lhe rew specialisls who work on North Korean politics cannol be sure how 
the regime's complex in1emal polilics play out. or quite what drives some or 
its more high-profile, inherenlly risky strnlegic decisions, such as lhe unpro­
voked anacks on South Korean vessels and islands. Given lhat lhe regime 
founded by Kim II-sung has now become ll dyn11s1y. wilh his son (Kim Jong­
ii) and youlhful. rela1ively unlesled grandson (Kim Jong-unl assuming the 
leadership in tum, one might wonder why China con1inues 10 support North 
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Korea. Why would China wan! 10 be associated with a reg ime lhat i s  prima­
ri ly renowned for being unstable. impoverishing i ts own pcopk. and auempt­
ing to blackmail and intimidalc the · · jn1ernational l'Ommunity .. 1 · genera l ly 
and South Korea and the United States in particular? 

While some in China stil l regard Norlh Korea as an important h istorica l 
ally. 1 K  significantly. in the aftermalh of Kim Jong- i l 's dcalh :md Kim Jong­
un's ascension to the leadership. many in China's blogosphcrc and increas­
ingly oulspoken civil sociely queslioned China's con1inuing supporl ( H i l le 
201 2b) .  However. despite all of the negat ive cri t icism directed at  North 
Korea i1self. and al China's leadership for continuing to support ii. Chinese 
s1raregis1s. as Rozman (20 1 0 )  points out. "cont inue to regard the North as 
an assec· ( 1 77) .  The calculat ions that inform this judgmenl may no! be at­
tractive or moral ly defensible given the nature of the regime. but they are 
entirely in keeping wi1h a broadly realist reading of regional re lat ions and 
China·s place in them. They also reflect the long-term, essent ia l ly  stable re­
lationships that have dominated the Korean pen insula,  in which loyal ty to 
either the United States or China has been an enduring and important cor­
ners1one (Chung 2005) .  Apart from the not unimportant fact that China has 
few friends or allies. the col lapse of the North Korean government would 
have unforeseeable and potential ly d isastrous consequences for China-or 
for the leadership of the PRC, at least. 

Not only would the abrupt demise or death throes of the N orth Korean 
regime be l ikely lo trigger a potent ia l ly massive outflow of refugees into 
China. but i t  would inevitably and profoundly reconfigure the strategic bal­
ance on the Korean peninsula and across the region more widely. A t  best, 
the North would be economically and eventual ly  socia l ly  absorbed by the 
Sou1h, creating a new, potent ia l ly much more powerful state on China's 
doorstep. Of even greater concern from a Chinese perspect ive ,  such an 
evenluality might also put US troops on China's immediate border, unless 
an agreement could be reached about their withdrawal .  A s  far as China 's  
policymaking e l i tes  and commentators are concerned, 1 41 there fore, com­
pelling reasons can be found for continuing to support the N orth despi te  i ts 
unpredictability and general pariah status, not the least being the fact that 
some prominenl observers in China think the talks have been a compara­
tively successful opportunity for China to exercise d ip lomatic leadership 
(Y. Sh; 2005). 

Becoming clear, however, is  that Chinese analysts are growing more 
aware that China's pragmatic or realist reputation is  beginning to under­
mine its claims to being a good international citizen. Indeed, Chinese schol­
an are increasingly aware of China's image overseas, but some feel that the 
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gove rn m e n t  needs 10 work harder Ill overcome Weslern bias and stereolyp­
ing (�cc ,\ .  Li WOM: Qu, Su. and Li 20 1 2 ) .  The accusalions of neoco\onial­
i�m have been leveled against China in Africa and elsewhere (K leine­
A h l brnndt and Small 2008: Alden and Hughes 2009). and these accusalions 
have proved embarrassing and are generating an interesting debale in 
China. Li Anshan (2006). for example. describes four conlradiclions in Chi­
nese policy, firslly be1ween China's national interesls and the interests of 
Chinese companies: secondly. belween Chinese companies and African 
companies: thirdly,  between China's African interests and those of the 
West :  and last ly, between China's energy strategy and its concerns about 
environmental sustainabil i ty.  Overcoming these contradictions, Li argues, 
w i l l  greatly improve China's international image. By contras!. Liu Naiya 
(2006) believes that the Western accusations of Chinese neocolonialism are 
unjust ified because China's aid lo Africa comes without political conditions 
and offers a new developmental paradigm that is mutually beneficial. 

One of  the ways that China has sought to offset the possible damage to 
its reputation caused by its continuing support of the Nonh is by playing a 
key role in the S ix-Party Talks, which are designed to negotiate a denu­
cleurization agreement ( Horowitz and Ye 2006). In addition lo the two Ko­
reas and China .  the talks include the United States. Japan, and Russia. At 
one level .  the talks offer China the opportunity 10 demonstrate its new sta­
tus as an i mportant. intluential member of the international community, one 
that i s  un ique ly  p laced to broker deals that have hitherto proved elusive. 
And yet the breakdown of the talks in 2009 demonstrated the l imits of 
China's policy options as it  was unwil l ing 10 cooperate with the other four 
states to i mplement United Nations Security Council sanctions against the 
North in lhe aftermath of a second nuclear weapons lest (Rozman 20 1 2 ) .  

The fai lure to resolve the con1inuing crisis on the Korean peninsula is 
nOI s imp ly  China's  faul t-something Chinese commentators are quick IO 
point out. According to a number of Chinese observers. the principal prob­
lems w i th  the negotiations are lo do with institut ional design and limi1ed 
authority (F. Zhu 2009; L. Zhang 2 0 1 0 ) .  Po1ential organizalional shoncom­
ings have been exacerbated by a number of US administralions demonstral­
ing d i ffering degrees of inconsistency. uncenainty. and belligerence al 
times. something thal has contributed lo a good deal of mutual incompre­
hension and suspicion ( B leiker 2005; Mazarr 2007) .  But for China the 
stakes are higher than they are for the United States. Korea is. after al l ,  one 
of China's immediale neighbors and a lest case of its ability lo both manage 
its own border and play a larger role on the world stage. The record thus 
far. as even Chinese commentators 1..·oncede, is rather mixed (K. Li 2007). 
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Japan 

Given lhe recent hislory belwccn Japan and Chin:1 ,  we 1 1 1 igh 1  be forgiven 
for thinking thal securily issues would be diffkult to manage. A flcr a l l .  no1 
thal long ago-when seen from a Chinl'sc pcrsp1.·1.· 1 ivc . at lcas 1 -Nor1 hcas1 

Asia's two most important st<ucs \Vere actually al war. More recent ly. China 
and Japan were on opposite sides of the Cold War. n period that made any 
kind of genuine reg ional ism in Northeast or East As ia im poss ib le . Even 
now. Japan'i. seemingly unshakable strategic al l iance with the Un ited Stales 
add� an additional layer of complexity to Sino-Japanese t ics given China's 
continuing misgivings about US hegemonism and the Un i ted Slates' recent 
de1ermina1ion to reassert itself in the region ( Deng 200 1 :  B .  Yang 20 1 2 ) .  In­
deed, despite China"s historical concern with border security mid its impor­
tance as part of China·s overall developmental strategy. remarkably, China 
ha� been more l ikely to compromise than use force when reso lv ing  border 
dispules (Fravel 2008b). China's turn toward peace was part ly why many 
informed observers oulside the region remain large ly  upbeat about the 
prospects for Sino-Japanese ties (Mochizuki 2005 ) .  Of late. however. much 
of the earlier opl imism has given way to high anxiety-espec ia l l y  in the 
Sino-Japanese relations. 

Allhough grounds can still be found for cautious opl im i sm ,  reasons 
aho ex ist for justified caution. Doubts are growing about whe1her the deep­
ening economic inlerdependence between 1he two countries can overcome 
year� of mistrust and even ou1right conflict ( Spege le. B arnes, and H ayashi 
20 1 2 ). and not jusl among the more extreme nat ional ist  e lements  on both 
side!>. For example. Ren Liming and Fan Guoping ( 20 1 0) argue thal 1he 
economic interdependence may nol always lead 10 peace and may nol be 
able lo undermine the influence of Japan's nationalists. In Japan. concerns 
remain regarding the "hollowing out" of J apanese industry and the export 
of jobs lo China. fears encapsulated in the "China economic threat theory" 
that wa� prominent in the 1 990s ( Samuels 2007: 1 44).  This issue i s  an espe­
cially sen�ilive one in Japan because for mosl of the postwar period. it has 
been the largest et:onomy and principal driving force of regional economic 
integration. Now. by contrast. Japan's own economy is  m i red in a decades­
long downturn, and it has been overtaken by China as the world's second­
large�I cconom)' ( McCurry and Kollewe 20 1 1  ) .  One should also remember 
thal China and Japan are locked in a long-running competition for regional 
preeminence. Japan 's attempts to provide regional leadersh ip may not al­
way� have been terribly effective, but they were motivaled primari ly by n 
det.irc to counteracl those of China ( Y. Sohn 20 I 0) .  

111 i�  background of regional rivalry and historical animosi ty might sug­
ge�I few reat>(>11S can be given for i;upposing that the strulegic architecture in· 
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heritcd l'rnm the Cold War and underpinned by US mil itary presence in Japan 
is  l ike ly !O change. And yet we need to recogni1.e that some voices within 
Japan and China arc no! content with the slalus quo. Some Japanese analy�ts 
worry th:n Japan\ strategic subordination to the United Stales has effectively 
given that  country a blank check when deciding security policy in the 
region-an issue that as.�umt:s a particular prominence in deba1es about pol­
icy toward China i n  the even! of a conllict over Taiwan (Gcorge-Mulgan 
2006). A growing number of voices in Japan are trying 10 innuence policy, by 
promot ing a more independent line and even supporting closer ties with 
China (Sunolmrn 2 0 1 0 ) .  Unsurprisingly, perhaps, many in China have similar 
concerns, albeit for sl ightly different reasons. Zhang Jingquan (2006) argues 
thut the strengthening of the US-Japunese al l iance will trigger large-scale 
confrontation. block the development of a cooperative and mutual beneficial 
economic order, and ultimately coniain the rise of China. Sun Junjian (2005) 

stresses the role of the US-Japanese al l iance in helping Japan to become a 
"normal state" and warns of the danger of Japan's playing a role in any con­
nict with Taiwan. Likewise, Shu B iquan ( 20 1 1 )  emphasizes !he negative im­
pact 1ha1 lhe US-Japan al l iance could have on China's territorial claims. 

Consequent ly. and despite some potential areas of common inierest, 
Japanese pol icy toward China remains ambivalent. and this ambivalence is 
making l i fe d i fficult for Beijing. On the one hand. Japan is giving off signs 
of a new wi l l ingnes.� lo establish closer, more collaborative defense ties wi1h 
China ( Dawson 2 0 1 1 ) . On the other hand. however, China's increasingly 
heavy-handed and assertive maneuvers around the disputed Diaoyu/Senkaku 
islands in the Easl China Se:i. which are con1rolled by Japan bu! claimed by 
China (see Map. 6. 1 ) , presents a continuing and apparently insunnoun1able 
obstacle to  more cordial ties (D ickie and Hi l le  20 1 2 ).!o The danger is that 
the re lat ionship w i l l  be further undermined by the increasingly strident rhet­
oric of  nat ional isb in both countries. A lack of political legitimacy means 
thal pol icymakers in China and Japan are espedally vulnerable to accusa­
tions of weakness. A real danger exists in such circumstances of miscalcula­
tion or accidenl. Even more alarmingly, perhaps, if the Uniled Stales wants 
to remain •• credible regional se1.·urity guarantor and ally, ir would have linle 
option other than to support Japan in ;my conllicl with China. a poinl rei1er­
ated by U S  defense secrelary Leon Panetta tBames and Spegele 20 1 .:! l .  

Such a nigh1marish prospect remains unlikely, but not as inconceivable 
as it  once was. Paradoxically, i f  all iances fail to deler connict. they could ac­
tually make i i  far worse : World War I remains a depressing reminder of how 
all ied stales can blunder unin1en1ionally into cataslrophic war. This possibil­
ity i s  s t i l l  remote but made slightly more likely by the nonnegoliable nature 
of some of  the national interesls in play. China's i.'Ontlic1ed policy position 
in Northeasl Asia sti:ms in parl from the s;une soun:es as it does in Southeast 
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Map 6.1 Northeast Asia's Unresolved Territorial Dispute 

Asia: the seemingly irreconcilable goals of simultaneously reassuring nerv­
ou� neighbors about its benign intentions while auempting 10  guarantee its 
long-term resource security. In Northeast Asia, however, China's h istorically 
toxic relationship with Japan adds an additional layer of  complexity and un­
certainty as ··national honor" comes into play. 

For both China and Japan one of the most d i fficult cha l lenges i s  recon­
ciling domestic politics with long-term strategic goals. Whi le  a good deal of 
"realism" influences the relationship and the need to  mainta in s tabi l i ty  in 
both countries, powerful nationalist forces are also at work. I n  China 's  case 
they are increasingly influen1ial and vocal, and China's domestic audience 
is equally vocal and polential ly implacable when i t  comes to  Taiwan,  which 
presents another stern lest  for l iberal  optimists. 

Taiwan: A Domestic or a Foreign Policy Proble m ?  

Taiwan prei.enls China's leaders w i t h  some of their  most d i ff icul t  pol icy 
ch;allcnges. Given that Chinese leaders and commentators s t i l l  largely regard 
Taiwan as a renegllde province, whether or not lhe question of  Taiwan's in­
dependence ii. a foreign policy problem al all i s  debatable from a Ch inese 
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pcrspcct i w .  B u t  11� a foreign or domeslic issue. Taiwan's slatus clearly ha� 
profound foreign policy impl icalions, al 1he very least Ever since lhe firs! 
crisis over Taiwan in 1 954- 1 955,  lhal China's opposi1ion 10 possible Tai­
wanese 1ndcpcndcncc would lead Chinese governmenls to lake enormous 
risks and fl irl with oulright war in order lo protecl whal are seen as vilal na­
tional intcrt· �ts and domeslic sovereignly has been evident The slakes in the 
United Sta tes  were equal ly high: during the second Taiwan crisis in 1 958.  
1he poss ib i l i l y  of  us ing nuclear weapons againsl 1he mainland was openly 
discussed ( Yahuda 2004). While tensions remain in lhe three-way rela1ion­
ship belween China, Taiwan, and the United Slates. wilh some US and Chi­
nese observers s t i l l  seeing conmc1 in the slrails as a likely ca1alys1 for con­
fl icl ( X .  Yan 200 1 ;  Freidberg 2009; W. Wang 20 1 0), lhe overall situa1ion has 
improved markedly since the darkest days of the Cold War. Much of lhis im­
provemenl can be anributed, once again, to the dramatic grow1h in economic 
ties ($ .  Chan 2009; Kwong 20 1 1 ) .  

At one level. th i s  ou1come may seem unsurprising: both sides would 
seem to have much to gain from maintaining good relations and not jeop­
ard iz ing  the increasingly important economic relationship. However, l ike 
any economic relationship. the nation as a whole does not necessarily ben­
efit . but instead primari ly business elites and specific sectors of 1he econ­
omy. At another level .  therefore. 1he discourse surrounding the status of 
Taiwan on bolh sides of the s1rait continues 10 be overlaid with nationalisl 
rheloric .  Such rhetoric has been mosl evidenl on the mainland. where a 
range of voices continues lo push for reunificalion. Indeed, lhis issue is one 
of the mosl important forces for na1ional unily in a country increasingly 
characterized by d isparate voice. As Liu Xingren (20!0) poin1s out, reunifi­
cation wi lh  Ta iwan i s  a touchs1one issue for many Chinese because of i1s 
assoc iat ion wi1h China 's  humi l ialion al the hands of Weslern powers. As 
Roy (2009) observes. not only are many mainland Chinese stil l clearly pre­
pared to bear the cost of war. bul "a mobil ised Chinese public could force 
Beij ing 10 act against 1he government's own cold-blooded calcula1ions. pul­
ling a seemingly ' i rralional '  course of action back on lhe table. perhaps un­
beknownsl to  foreign analysis anemp1ing tu an1icipa1e conlingenl Chinese 
behav iour" (J5 ) .  I n  other words. lhe same sorls of potentially deslabilizing 
forces are al work in relations wilh Taiwan as 1hey are with Japan. The in­
calculable.  unpredictable nature of cross-strail relalions makes lhem dan­
gerous and inherently d i fficull to manage for the PRC. Not only is the pres­
sure to protect China's perceived national interesls arguably increased by a 
more vocal c i v i l  society, but 1he example of a suc'"·essful Chinese democ­
racy so c lose lo home gives lie 10 the argumenl 1ha1 some inna1e incompala­
bi l i ty exists between Chinese cul lure and democratic refonn. 
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And yet for all Taiwan\ stu:ccss i n  conso l ida t ing  dl'mncratii.: pol i t ics, 
lhe rela1 ionship wilh China presents major d i ffi c u l t i e s  and strategic conse­
quences for its leaders. even i f  they arguably cnjo� grcah:r kg i t imucy. The 
island 's politics arc sharply d i \'idcd between tho!-.c Iha !  fovor c l oser ties 
wi1h the mainland and !hose who push for greater inde pendence (Chu 
2004). As a result. Taiwan also faces the cha l lenge of  ba lanc i ng  its com­
mercial and strategic interests. Significantly. however. under the leadership 
of Ma Ying-jeou in p.irticular. defeme spending has hccn reduced and the 
perennial problem of arms sales from the U n i1cd States has become less of 
an i�sue (Page 20 1 1  ) . :: 1 The principal mccha 11 1 srn for main ta in ing  stabili1y 
as far as the PRC is  concerned is that a l l  parties re<:ognize  and abide by the 
"one China principle.'' which assumes that Taiwan w i l l  u l t imate ly  be reuni­
fied with !he mainland. Whatever the merib of  th i s  arrnngemenl as far as 
stability is concerned. Taiwanese independence remains :in essent ia l ly  110-
lirical rather than srru/('gic issue (Bush 2005 ) .  Short of outr ight  war, which 
most think China could not win. the Taiwan issue i s  conscqueni ly  not a tra­
ditional security problem. Nevertheless, even though increased Ch inese de­
fense spending may not be designed. or even g ive  i t  the capaci ty, to win a 
conflict with the United Stales. some fear it  w i l l  raise the stakes sufficiently 
to make the United Stales less wi l l ing to support Taiwan and thus accelerate 
its retrea\ from Asia (Kaplan 201 0b; Friedberg 20 l I ) . Sign ificantly,  innuen­
tial Chinese observers. such as Zhao Xiaozhuo (2005) from the PLA Acad­
emy of Mi l i tary Science, also believe that the Un ited States m a y  be unwill­
ing to suppon Taiwan in a posi.ible cross-strait confl ic 1 .  

Conclusion 

The key question that emerges from this discussion i s  what the overall con­
sequences of China's economic rise are l ikely to be: are the real ists right to 
fret about China's ability to modernize its m i l itary and change the balance 
of power. or will economic interdependence work its magic and transform 
the perception and the substance of bi lateral ties? For some observers, such 
as Roberl Ross (2006). the underlying reality i s  tha1 "domin:int economic 
power alone is insufficient to compel accommodation by secondary states. 
and that mil i tary power trumps economic power in determin ing secondary 
state alignment" (393) .  In other words, China's foreign pol icy makers can­
not be confident that economic integration alone w i l l  prove sufficient to 
transform its n:lations with ih neighbors. If true. the i mpl icat ion of this 
rather sobering conc lusion is ,  of course, that both China and the United 
States ought to keep up mi l itary spending ii' they want 10 maintain their rel­
ative posilions. 
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Wha1cvcr the merits of realist claims about the continuing importance 
of m i l itary might .  a number or points need to be kept in mind. First. a\ we 
saw in Chapter 4 ,  the ability of the current hegemon to maintain its military 
dominance i s  i n  4ucstion, not least because it is so reliant on China to pro­
vide the l inancial wherewithal to underpin its hegemonic ambitions. The im­
plication:-. or th i .� unprecedented economic inlerdependence between a rising 
and <lcc l in ing power are uncertain, bu! at !he very least !he situation makes 
any "rat ional" calculation of material advantage, much less the ability to tri­
umph 111 any possible conll ict, increasingly difficult. Unfortunately. !his un­
certainty does not mean that conflict is, therefore, impossible. China's rela­
tions with Northeast Asia generally and with Japan and Taiwan in particular 
provide a sobering reminder that foreign policy is not always an elite-level 
exercise carried out by dispassionate specialists. On the contrary. even in the 
United States,  foreign policy can become hostage to domestic pol itics. In­
deed, alf pol i t ics  i n  the United States is famously inlluenced by domestic 
forces. We should not be surprised, therefore, that as China's people look to 
their pol icymakers to right h istorical wrongs and reestablish China at the 
center of regional, and perhaps world, affairs, foreign relations might come 
to renect powerful nationalist undercurrents. The question is, can they be 
managed and can China become--or even remain-a force for regional sta­
bility? Our next case study presents a rather more optimistic prospect. 

Notes 

I. Also important to no11: is chat Japan's actions in Kore;i were divisive and de­
structive and became one of !he reasons why relations between Japan and Korea 
have also been difficul t  over !ht! years. See Beasley ( 1 987).  

2 . He Ciyi  ( 2003) offers an incere�ting 1e.\lual analysis chat examines che spe· 
cibc words ust!d by che Japanese government. According 10 He. 111r1wak11. hansei. 

and ikc111. which are fre4uen1ly used in che Japanest! documt!nls. are not genuine 
words of apology. The appropria11: word�. He argues. are mmhi and slia:ai, buc they 
are not in ;my official documenls chat discu�.' the ronllict with China. 

3. The complex nelwork of slralegit" alliance� 1hat is dominated by che Uniled 
State' and th;1t many think ensure� slahi lity in the region implies chat US partners 
will  support ic in the even! ot' any nmtlicc over Taiw:111-some1hing that has caused 
grem di.>;comforc for Australia in panicular as we explain in Chapter 8. 

4.  Yu Keli. dirt!Ctor of che Institute of Taiwan Studie�. Chinese Academy of So­
t'i:il Scient·cs. sta11:� cha! on the issue of T:iiw:in. the Chinese government :ind the 
Chinese are un itt!d. Yu argues thac the Taiwan problem is China's most imponant 
foreign policy issue and thal China simply will no! 1olera1e Taiwanese independ­
ence. Simi larly. Sun Sht!ngliang from the same institute believes that most of the 
Taiwan experts in China think chat many issues rnn be solved by consultation. but 
only if 1he Taiwanc�e do not push for independence. (See 1he interview transcripl by 
the Xinhua News A�ency. Xinhuanec 2004. I 
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.'i .  Premier Wen J iahao even said that "T;11w.m j, pan nl (") 1 1 1 1 a  [ a n d )  1 lrnt is 
more importam than our life" (cited in B. Yu<lll 20041. rtw nat 1<i 11.l i i , 1  'cntimc1u i, 
most powrrfully c"prcsscd on ln1crncl forums. Chinoc nc1i10:11,,  ,·,prn.1 l l y  the so­
called angry youth of Chma. urge thc go\'crnmcn 1 to U'>l' m i l itary mc.111' to regain 
Taiwan. Ser for e�ampk the forum on Xinhuanc1 ( 20041 

6. For puhlic figure,, doing anything other than �urporr ing u n 1 fic,11 1on i� diffi­
cult. However. somr different opinion\ appear on 1hc In ternet and 'omc prodcmoc­
racy acti\'1s1s also supporl ind<:pendcnce for Tarn an. Sec. tor cxampk.  1hc fornuu� 
dissidcm Wei Jmgsheng\ (2002) blog anick 

7. Some leftists in China sli l l ,ympathiLC 11 ith North Korc;•-,lyk '(Kialism ;md 
even suppon 1he government "� dec1�ion co develop nuclear ""'capon�. (Sec Y. Zhao 
2010 . )  

8.  An important and growing literature anal)'7e� the�e i'�ue' from <1 po l i t i\:i1I 
economy per�pective. Sec Strange ( 1 994) and Underh i l l  ( 200 1 ) .  I m portant di ffer­
ence� can also be found belwecn Brilish and US varianl'i, wh ich reveal a� much 
about national academic cultures as they do about the w.iy the world works. Sec 
Cohen (2007) and Hi1rnou and Watson (2008). 

9. The program. which was laurKhed in 1 992 and led by the A�ian Develop­
ment Bank, is an interesting example of China\ new foreign policy ini t iatives. The 
aim� of such cooperation are ostensibly to strengthen lhc economic connc\:t ions 
among the subregional countries, increase compet itiveness, and promote the eco­
nomic and o;;ocial development of the region as a whole. Thi' subregional coopern­
tive project is the first that China has been involved in and is the most developed 
cooperative mechanism in East Asia thus far. The program has six member 'itates: 
China, Vietnam. Laos, Cambodia. Burma, and Thailand. The subregion rnvers 2.57 
million square kilometers (992.UOO square miles) and ha� a population of 326 mil­
lion. China provider; 86.8 percent of the governmental investment for the thirty-four 
loan project� of lhe program. Many Chinese policymakers see such cooperative 
mechanisms as an effective way to engage with the region and �omething in which 
China can play a construciive role. The program also offers another way of phy�i­
cally reinforcing the centrality of China in the region's economy. However, China"s 
development in the Grealer Mekong river region is abo controversia l . Take the dam 
rnnstruction for example: countries along the downstream of the Mekong complain 
that China"s mas�ive dam conMruction ha� changed the ernlogical environment of 
the river. The en�uing connict over water became more and more seriou.r; in the re­
gion, providing a sobering reminder of the material limits 10, and constrain1s on. re­
gional cooperation. 

1 0. For example, Zhou Bo. the deputy director of the Hong Kong an<l M:Kau 
Affaih Ollice once daimed that Hong Kong, Taiwan, an<l the mainland will face the 
challenge� of the international financial \:risis together (Anonymous 201 l a) . 

1 1 .  Under the three-noe� policy devised by former president Chiang Chmg-kuo 
m the l9KU�. Taiwan's leaden vowed no con1act, no negotiation. and no t·ompro­
m1se (bu jird1u, bu 1u11pu11. hu 11wxie) with China. See Li Songl in 's (2008) book on 
the later life or Chiang Ching-kuo and his three-noes policy. 

12. Both Lee and Chen pushed for greater autonomy i f not indcpenden\:e from 
the mainland, and yet their insi�ten\:e wa� not enough lo derail the inten�ification of 
ewnomic relations de�pite the on·as1onal tension�. So:c S. Chan (2009). 

1 3 .  According to China's official policy, Taiwan can follow Hong Kong's cxum­
ple. namely the ··one country, two srtems" approach. This model wa� first initiated 
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by Dcnf X 1 ,1o p 1 n g  a'  ;1 way of addrcs�ing 1he Taiw;m problem (see L. Wu 2003). 
An:ord i n g  l o  lhc C h i nc'c fOvcrnmcnL Taiwan has the polential to enjoy even 
�rc;itcr <mlono rn }  t lwn Hong Kong. and even retain its own armed forces. A number 
;)r Chinc'c 'rlwlar' wppon th1� policy (see Sun and Hou 1999: H. Wang 20 1 1  ) .  as 
do ,rnnc impun<ull Taiwam:�c political and academic figures such a� the pre�ident 
ot the A l l iance l ( >f  the Reunification of China. Ji Xin (2007). 

1 -1 .  The 'ingle biggest factor influencing the outward migration of Japane�e COT· 
por;iti(Hh and t he �pike m FD! was the so-called Plaza Accord in which Japan was 
bullied by the U n ited States into allowing its currency to appreciate (see Beeson 
2007a). Chine�c policymaker� and commenta1ors have absorbed lhe lessons of this 
period ol' fapanc�e h i �tory, and they undoubtedly inrluence atti1udes toward the 
currcn1-rem<1rkahly s imi lar-debate about 1he value of the renminbi. For example. 
Liu Chao and Yang Hongy<m (2005) argue that China must learn lessons from the 
fapanese experience and adopt a cautious attitude about the possible impact of the 
appreciation of  renminhi on China's progress (see also Xia and Liu 2007). However, 
other� �uch a� Fan Xmgl i  and Wang Jing (2003) argue that the real reason for 
Japan\ economic malai�e is its poor economic policies. As a result. the Plaza Ac­
cord ha� l iu lc  comparative significance for China. 

1 5 . Yuan Peng is  the <lirec1or of the Institute of American Studies at the China 
Institute> of Contemporary International Relations. 

16. Li Kaisheng is an associate professor of Xiangtan University and a very in­
fluential commentator on international affairs. 

1 7 .  Thi� phrase i�  another one that is  rather carelessly invoked. without its 
meanmg-much less i1� ex istence-actually being clear. This point is not a trivial 
'"academic'" one: the phrase not only assumes that an effective international commu­
nity exists that is capable of acting, bul also serves 10 marginalize or implicitly crit· 
itile tho'c that arc not part of  it .  See David (2009). 

I ii .  For cxampk. Liu Yulhi ( 20 1 3 )  believes that China should nol give up on 
Nonh Korea because China has few friends. and allies can have disagreements, as 
the rcl<uion�hip between the United States and Israel demonstrates. Likewise. Chen 
Guangwcn (20 1 3 )  argues that North Korea's policies are a result of China's failure 
to provide adcqume support. Li Kai�heng (2009) believes that if China can under· 
write North Kl)fea ·, �ecurit}. the latter may abandon its nuclear stra1egy 

19. Some Chinese scholars argue that because the North continues to feel threat­
ened by 1hc United State�. the pursuit of weapons of mass destruction is understand· 
able. Jn th i'  view. both the United State� and North Korea are to blame. (See Wang 
and Song 20 l l ; Ni 2005. l  

20. One should note thal Japan's leaders han: also been responsible for poison­
ing re];ition� betwccn the two countries at timl'S and have stirred up the nalionalist 
sentiment in  China in  the process. Former prime minster Koizumi Junichiro's re­
peated visit� 10 the Yasukuni Shrine. which. according lo the Shinto religion, houses 
the �piril� of Japanese war niminals. regularly infuriated Chinese people ond offi­
cials. See Saw t2009). 

2 1 .  Thc '.!0 1 2  budget was the first time defense spending had been increased 
under Ma ·s Jcadersh ip  and came in the wake of China's annoum:emen1 of a l '.! . 7  
percent ri�e in  i 1-. own defense spendinto: \Anonymous 201 2a). 
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Ind ia, Russia, 

and Central Asia 

Of all the  r e g i o n s  with which China has immediate borders, its formal 
rela1ions with Central and South Asia have in many ways been lhe least de· 
veloped, espec ia l ly  in South Asia, where India-its great long-tenn poten­
tial r ival for Asian hegemony-is the dominanl actor. Significantly. South 
Asia has l i mited insl i lutional developmenl at lhe regional level. and few 
formal mechanisms exis t  with which to conduct interregional relations 
(Dash 20 1 2 ) .  In  Central Asia, by conlrast, more progress has been made in 
developing regional institutions, largely as a consequence of Chinese initia· 
lives. but China's leaders must also deal with Russia, !he established great 
power of the region.  As a consequence. even in Cen1ral Asia, some ob­
servers th ink the reg ion's archi1ec1ure and iden1i1y remains more "vir1ual" 
1han real .  the primary purpose of which is to shore up domes1ic sovereignty 
in the face of external chal lenges and pressure!> lAll ison 2008). Either way. 
considering South and Central Asia 1ogether makes sense because 1hey 
share important characteristics. no1 1he least of which is as arenas for the 
conduc1 of traditional geopol itics and greal power contestalion. Indeed, the 
importance of Central Asia's energy resources nnd i1s status as a sile or 
great power rivalry between lndin. Russia. and China means Iha! disentan­
gling lhese "regions," if lhat is . indeed. whal they ac1ually are, is not easy. 

In the first part of this chapter. we sketch the historically fraught rela­
tionships between India and China on the one hand and Russia and China 
on the other. These relationships are potentially pivotal parts of not only 
Asian but also global geopolit ics: even i r  none or these stales l:'an realize 
some of the more intl111ed claims thal are made about !heir future prospects, 
they have already helped to overturn lhe ex1an1 internalional order. Nothing 
captures the possibi l i ty that we are witnessing the emergent."e of a new in­
lernat ional order more dran1111ically lhan the recent neation o( BRICS. 1 

t37 
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Even if some of ihe claims 1hat are made about the s� 1 ll'r_!! i :. l 1 l· polcnti:d of 
"Chindia·· are fanciful and unlikely 10 be easi ly rca l i1cd ( Shanna 20 \0 ) ,  the 
actions of countries such as India and China w i l l  han:· pro found impl ica­
tions for lheir smaller and less powerful neighbor:.. L ih·wisc . the evolving 
relationship between China and Russi :1 has profound imp l icat ions for both 
Cen1ral Asia and for China itself m. i t tries to shape a rq:ion tha t  has tradi­
tionally been seen as part of Russia's sphere of i nfl uence.  

In !he second half of this chapter therefore, we look at !he ( rc )cmcrgence 
of Cemral Asia as a major source of compet it ion between !he region's  great 
po"•ers. As far as Chinese policymakers are com.:crncU. Ucsp ite-or. perhaps. 
because of-Cen1ral Asia 's relat ively l imited inst i tut ional development. the 
region represen1s a critical 1es1 of the efficm:y of Ch inese d i plomacy in its 
own backyard in lhe face of sustained geopol it ical compet i t ion .  S uccess here 
could presage further posi1ive outcomes in 01her more ins t i 1u 1 iom1 1 l y  dense 
and contested international arenas. 

Regional Rivals 

The Central and South Asian regions contain some of  Ch ina  ·s longesl bor­
ders and some of its mosl difficu l t  potent ia l  cha l lenges .  Not on ly  has 1he 
very nature of these historical borders often been contested and imprecise. 
but they are shared with potentia l ly  sign ificant r ivals .  The re lat ionship with 
Russia. e�pecially during its period as the Soviet  Un ion .  has  been a pro­
foundly important influence on the course of modern China 's  development 
�ince World War II. Even now it remains important. espec i a l l y  i n  the con­
lexl of Central Asia. which i s  the principal focus  of  t h i s  c hapler. S ign ifi ·  
cantly, however. an equally profound reconfiguring of  the b i lateral relat ion­
ship between the two former stalwarts of international socia l ism has taken 
place: whereas the Soviet Union has d isintegrated along wi th  its stalus as u 

superpower, China's rise has proved unstoppable thus far-a secular change 
thal has transfonned the basis of 1he 1wo-way relationship. China 's  relation· 
ship with India, by contrast, allhough not as consequential  h istorical ly. has 
a very differenl and increasingly important dynam ic:  both China and India 
are unambiguously ri!.ing powers, and their s imulataneous development has 
impuTlant consequences for both lhe bi lateral relat ionship and for Central 
and South Asia more generally. However, before we consider what impucl 
lhesc newly reascendanl powen. are having on the region, we need 10 con· 
sider China's rel111ionship with Russia, which despite i ts  relative decl ine re· 
main� a pivotally impoT111n1 regional influence, espec ia l ly  i n  Central Asia. 
where Chinu's new diplomatic init ialives are most ful l y  developed. 
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Of Bears a11d Dragons 

Employ ing 1.oological analogies seems a\mosl obliga1ory when lalking 
abou l A � i a .  a region replete wi1h liger economies and flying geese. 10 say 
noihing o f  lhc occmdonal lame duck. In China and Russia\ case. however. 
the analogies arc threadbare but apt: the Russian bear does seem ra1her lum­
bering compared wilh lhe fire-brealhing and-lhus far. al least-soaring 
Chinese drngon. The serious poinl to emphasize here is lhal a significanl re­
calibra t ion h<1s occurred in lhe bi lalera\ relationship belween Russia and 
China in wh ich  the master has been overlaken by the appren1ice in ways 
that have profound impl ications for 1he long-term evolution of the inlema­
tional order more generally. The key elements of lhis lransformation are 
well enough known hul merit brief recapitulation because they help us 10 
understand the forces lhat are faci l i1a1ing and conslraining Chinese policy 
in Cenlral As ia  in particu lar. 

Throughout h i story Chinese leaders have been preoccupied with the 
threal from 1he north. G iven lhat China and Russia share the world's longest 
land border. lhat Russ ia and lhe Soviet Union have been seen as sources of 
po1en1ial threat and insecurity in China is hardly surprising. Even during 1he 
··communis t  em," when the bonds of in1ema1ional socialism might have 
been expec1ed to  1ranscend historical animosities and nalional rivalries, the 
reali1y was oflen rather differen1 as 1he even1ual split be1ween Moscow and 
Beij ing in 1he late 1 950s reminds us (Griffith 1 972) .  However. one should 
recognize 1hat many of the "third generation" of Chinese leaders. such as 
Jiang Zemin.  were often par1ly educa1ed in Russia, spoke the language, and 
had broad ideological sympathies with lhe Soviet Union, even if these fac­
lors were not enough 10 transcend national interesls and the subject of biller 
doclrinal d i sputes as the re la1ionship delerioraled. As a consequence of lhis 
shared hul often fract ious his1ory. mixed views t•an be found abou1 the his­
lorical imporiance of lhe relationship in China tod:1y. 

Scholars such as W;mg Qi ( 2003 ) believe lhal during the 1950s. the 
help of the Sovie t  Union was cri1 il':li for China"s early indus1rial modem­
izalion by providing technology :md expertise. Moreover, many of the slu­
dents who studied in the Sovie! Union during 1his period evenlually became 
China's leaders in lhe 1 980s and 1 990s. More lhan 200 such students be­
came the fe l lows of the Chinese Academy of Sciences and rhe Chinese 
Academy of  Engineering. Many of them became leading figures in China's 
nuclear weapons developmenl and China's aerospace induslry (S. Zhou 
20 1 2 ) .  However. 1he Chinese government and many Chinese scholars rt· 
main of the v iew 1ha1 lhe help provided by the So\'iel Union was nol given 
for anything other than pragmatic reasons. imended lo keep China as a key 
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a l ly  in its hegemonic compc1 i 1 ion w i l h  the U n i ted Sta te:-.  (F. M a 2009) . 
Howe\'er. we should also recognize that some uhscrwrs :1 rg uc that  China 
was primari ly responsible for the spl i t  wi1h thl' Sm ict Union. As Liu  Kcm­
ing (2000) argues . China O\'Cremphasizcd ideological d i ffl·rcnccs and made 
a rapprochement increasingly d ifficu l l .  

The breakdown or the a l l iance be lwccn Ch irn1 ;rnd the Soviet  Un ion i s ,  
therefore. a reminder of the cominu ing importance of nat iona l  i nterests. UJ .  

t imately. these c lash ing interests and Ch ina ' s  u n w i l l i ngncs!'.  to  continue 
playing a subordinale role lo the Soviet Union have comple te ly  reshaped 
1he regional balance of power in  Asia .  A l though  i m portant factors within 
the bilaleral relationship fueled the sp l i t .  such as t he  Sovie t  Un ion ' s  reluc­
tance lo assist China·s push for nuclear weapons. both countr ies were also 
preoccupied with the position of lhe Uni led States-a s i lua t ion  that remains 

largel y  unchanged to this day. Both the Sovie ts  and the Chinese wanted to 
reach an accommodation wi th  the Un i ted Stales tha t  wou ld  e i t he r  defuse 
superpower tensions or. in  China's case. a l low them lo concentrate on eco· 
nomic development at home. As Norling (2007) rather caus t ica l ly observes, 
!he bottom line then. as now. was that .. both China and Russ ia  know thal ei­
ther would betray one another for a healthy relat ionsh ip  w i t h  the Uni ted 
States·· (40). 

The United States was at this time preoccupied w i th  Vietnam. bl ink­
ered by the ideolog ical rhetoric or the Cold War. and incapable of recogn iz­
ing just how important the split between China and the Soviet  U n ion actu­
ally was (Schaller 1 979). M ichael Yahuda (2004) suggests that the 
subsequent ideological d isputes and d iv isions between the Soviet Union 
and China ultimately fed into China\ domestic pol i t ics .  fue l ing  the social 
crisis that cu lminated in the Cul tural Revolution. Clearly, the bitter divi· 
sion� between the former communist al l ies u l t imately paved the way for the 
rapprochement between the United States and China-something that in 
turn eventually led 10 the economic and polit ical transformation !hat under­
pins contemporary China's remarkable rise. 

Ru!.sia·s fortunes have been something of a m i rror image of China's, 
mosl dramatically symbolized by the dissolution of the Soviet U nion and ils 
empire (Crawshaw 1 992). As far us China i s  concerned, two aspects of the 
Soviet Union's collapse arc especially consequential. First, and most tangibly, 
the strategic 1hrca1 posed by Russia has been significantly d iminished. al low­
ing China greater potential freedom of action. Second, China's leaders tnok 
careful note of the way Russia's leaders mismanaged the reform procel'.s and 
made i.urc the sequence of events in China would be rather d i fferent: eco· 
nomic reform linn and (possible) political liberalization later, rather than vice 
veri.a (Jin and Haynes 1 991). Significantly, lhe Russian experience continues 
to infonn a substantial literature and commentary in China. 2 
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Iron ically cnou�h.  however. in lhe ideology-free envimnmenl that dislin­
guished posl -Sovict  Rus� i 11 .  und parlly as a consequence of China's posl­
Tiananmcn i so ln t ion ,  C h i n a  and Russ ia developed a pragmatic relationship 
that endures to !h is  day. In contrast lo India. China's border demarca1ion dis­
putes with Russia arc effectively resolved. paving lhe way for a more produc-
1ivc. less ex i stenl i a l l y  frnughl  re lat ionship.  The "strategic cooperation pan­
nership" first proposell by Boris Yells in in 1 994 became the basis for stronger 
lies between the fonner foes. leading some to claim lhal the relationship be­

tween China and Russ ia has never been beuer. In this endeavor they were un­
doubtedly assisted by the ir  o wn  re lat ive lack of close allies and their shared 
concern about lhe con t inu ing  i n fl uence and strength of US hegemonism 
(Dinmer 2009) .  We do not w i sh  to  suggest that no areas of potential contlicl 
exist between Ch ina  and Russ ia ,  because there plainly are. especially in the 
laner's far fl ung eas1ern provinces where Russia's demographic decline is 
raising fears about an inc ip ien t  threat of  Chinese expansion. However. 
Vladimir Put in ·s most  recent v i s i t  to China reinforced the impression that re­
lations between the t w o  great powers are essential ly cordial and slable­
markedly d i fferent from the s i tuat ion a couple of decades ago.' 

Barring some u nforeseen event ,  t h i s  s ituation may well con1inue. After 
all. both states are un i t ed  by an overwhelming desire 10 maintain domestic 
stabil i ty, i n su late  themse lves  from unwanted e xternal criticisms. and en-
1rench the sort of s tate cap i t a l i sm and authorilarianism that are features of 
some of the wor ld ' s  mo s t  i mportant r is ing powers (Zakaria 2003; Gat 
2007). This con t inu ing  rea l ignmen t  and stabi l ization of intraregional poli­
lics are hav ing  two espec ia l ly  i mportant consequences as far as Chinese 
foreign pol icy i s  concerned. Firsl . as we explain in more detail below, Rus­
sia and China are cruc ia l  parts o f  an inst i tu t ional innova1ion and develop­
ment in Central  As i a .  in ways  that  seemed unl ikely little more than a 
decade ago. Indeed.  as  Karrar (2009) points out, China's policy in Central 
Asia bui l t  upon and was  fac i l i tated by its i mproved rela1ions with Russia. 
Second. talk can be heard of the emergence of a new "strategic triangle" in 
Asia. 1h is time one 1hat invo lves  India. rather than the United Stales. as its 
lhird leg (Ferd inand 2007 ) .  To see whal 1he prospecls are for 1his lasl inilia­
tive in part icu lar. one needs 10 u ndersiand something about China's new re­
gional rivalry and the histor ical  context that is l ikely to shape ii .  

China and India in Context 

For all the at ten1 ion that has been g iven to Japan as a potenlial rival for re­
gional leadership ,  I nd i a  is arguably a more subs1an1ial challenge. and noc 
just 111 the regional  level .  Not on ly  is India poten1ially less inhibi1ed by lhe 
sor1s of the strategic constraints that have l imiled Japan's ambilions. but if 
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some of the more optimistic readings of l ndi; i  ' :.  fu l u rl.' dcvi.:: lopmcnt are tu 
be believed. India is also a poteni ia l  wor l d  powl' r  \\ i 1 h  thi.: i.:npacity to di­
rectly challenge China (Bahl 20 10 ) .  A l though \H' :H"l' more skeptica l abou1 
India's prospects.4 especial ly relative to China ·:. .  I nd ia  i s  an  importan t re­
gional aclor and one that sees i t se lf. like Chinn . as  the c m bml imcnl of a 
major civilization with similarly greal expcctal ions about i t s  p lace in the in­
ternational system. I t  is also a country with which China has not a lways en­
joyed good rela1ions. to say the least. 

In many ways the relationship with Ind ia  ep i tomit.C!-1 many of the prob­

lems China's policymakers have 10 grapple wi th  when try ing secure China\ 
place in a series of stable regional re lat ionships.  It i s  1101 s i m p l y the �heer 
number of countries wi1h which China shares a border thal  makes the con· 
duct of foreign policy so challenging: i 1  is  a lso the uncer ta in  nature of the 
borders themselves that make relations fraught .  We have a l ready seen how 
problematic this relationship can be in the South Ch ina  Sea where the very 

na111re of maritime boundaries and 1he historica l l y  contested na1ure of 1erri-
1orial claims are making for difficult diplomacy. In the  case of China 's bor· 

der with India. the fact that the two nations share a land border has no! 

made relations any easier. On the contrary. the two Asian giants have fough1 
a bloody war within l iving memory, and the border remains  a disputed 
source of 1ension belween lhe two sides. 

Sino-Indian rivalry is a function not just of geographic propinqui1y. bu1 of 
his1orical conlingency. 100. The beginnings of the modern relat ionship were 
developed as a consequence of the malign i mpact of Br i t i sh  imperial ism­
something with which China is only loo fami l iar. The Bri t ish used India as a 
base from which to anack China during the Opium Wars. which largely pre· 
cipitated the "one hundred years of shame .. and which continue to infonn Chi· 
nese percep1ions of ils place in the international order. Most of the 1roops that 
did the actual fighting in China were from India. and India was also the source 
of the opium that formed the backbone of Britain's trade re lat ionship wi1h 
China in 1he nineteenth century. British imperialism was instrumental in estnb· 

lishing a series of borders that ultimately proved problemal ic and. in some 
places. remain contested. Whereas India .. zealously adhered lo the legacy of 

colonially bequeathed borders" (Ganguly 2004: 1 05 ) ,  China  did no!. On the 
contrary. in lhe aftermath of World War II. a reunited. revolut ionary. Marxisl· 
inspired China was keen to recover the territory and intemalional slandin� losl 
during the colonial era. 

The potential for connict between China and India was,  therefore, real 
and no! long in t.-oming. A key potential flai;hpoinl then. as now, was Tibet. 
which China occupied in 1 950. Although China argues that i t  has an his1or· 
ical claim over Tibet, having exercised suzerainly over i i  since the Qing dy· 
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nas1y. Tibetan indcpemlcm;c was cut short by the Chinese invasion. Surpris­
ingly enough,  the I n d i a n  government under Prime Minister Jawaharlal 
Nehru took no  acl i o n ,  de�p i tc  the fact that thousands of refugees fled to 
India. S ubsequen l l y. C h i n a  reinforced its control of Tibet by crushing an 

upris ing in 1 95 9 .  As a conseque nce ,  Tibet's spiritual leader, the Dalai 
Lama, also escaped to I n d i a ,  complicating the bi lateral relationship in ways 
that continue to resonate to this day. The most immed iate significance of 
China's occupa t i on of Tibet as for as the b i lateral re lationship was con­

cerned was to create an immediate-but contested and imprecise-border 

between India and China .  
T h e  uncertain status of lhe border u l timately l e d  t o  t h e  war o f  1 962 and 

Ind ia 's military humiliation by China. Not only did Nehru misjudge China's 

willingness to use force lo achieve its goals,  but the inadequate nalUre of 

India's mi litary capabilities compared to China's also became painfully ap­

parenl to India. China under Mao Zedong's  leadership was able to take ad­

vantage of the Un i ted States ' preoccupation with the Cuban missile crisis to 

inflict a rapid. traumatizing m i l itary d e feat on India, which continues to 

haunt India 's strategic thinking lo th is  day . One of the most important con­

sequences of this conflict for the reg ion as a whole was the development of 

closer relations between India and the Soviet Union, both of which were 

keen to try and contain any Chinese e x pansionism ( S ieff 2009). The possi­

bili ty of being encircled by hostile neighbors, of course, has been a peren­

nial concern in China and one that is still discussed in relalion lo India. 
Chinese strategists may not see India as an ally. bu1 they generally do 

not see it as an enemy eilher. I ndia is considered a potential partner for 

China in shaping a new in terna1ional order. Zhang Wenmu (20 !0)  argues 
1ha1 Indian securily actually depends on China's conlinuing development 

China auracls most of the atten1ion from the Western powers. but if ir is 

contained, India will be lhe West 's  next 1arget. Consequently. India's devel­

opment in the Indian Ocean is actually seen as a potential benefil lo China 
as i 1  may he l p  offset US power. Therefore. India and China have common 

interests i n conte st i ng the Wes t ' s  cu rre nt naval supremacy. the argument 
goes. Tang Shiping ( 2000) also believes that China's strategy toward India 

should not be aboul containment. but about ensuring: that India's leadership 
of South Asia does not threalen China's national interests. In the report o( a 

seminar about India 's  fore i g n  policy adjuslment and the Sino-Indian rela-
1 ionship held by the China Institutes of Contemporary Intema1ional Rela­
lions in 2003,  Hu S h isheng: (see Dao et al. 2003 ) is even more positive and 
suggests that I n d i a  and China have n o  connic1ing srra1egic interesls but 
have space for cooperat ion.  Mo� specifically. Dao Shulin argues thal eco­
nomic cooperation should be 1he firs1 priorily tDao el al. 2003). Overall, 
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sen1imen1 among slralcgic thinkers and lhc acadcmit· commumly is surpris­
ingly positive given thal many in the West sec China and lndi il as incvi tilblc 
rivals ( Emmon 2008: Kaplan 2010a) .  

S ince the ear ly 1 990s relations bc1wccn China :uul Ind ia  have im­
proved. and significan1 auempts have been made 10 reduce tensions by de­
mi l ilarizing the border. While trnop numbers in the i nuncdi1 1 1c v ic in i ty of 
the border have been reduced. and sustained efforts al confidence bui lding 
between the two sides have rnken place. s imul taneous upgrading and mod­
emizin{! of Chinese forces in Chengdu and Lanzhou. which abut !he border 
region. have occurred. Bui as Holslag ( 2009) points out. such developmellls 
also need 10 be seen in the broader context of both a general process of mi l ­
itary modernization in China and the prox imi ty  of  X inj iang-Ch ina's 
restive Western province and arguably a source of much grealcr concern for 
China's leaders. as we shall see. Indeed. we should recognize thal Chinese 
leaders have generally taken India a good deal less seriously lhan the Indi­
ans have taken China-something. that helps to explain the respective 
amount of anen1ion both sides give 10 the re lationship ( Sh i rk 2004) .  

Understanding w h y  I n d i a  might take China very seriously i s  n o t  hard. 
Not only do Indian policymakers have direct experience of a h u m i l iating 
mi l i1ary defeat at 1he hands of 1he Chinese. bul Chinese foreign pol icy has 
a direct impact on India's immediate neighborhood in Soulh Asia. As part 
of China's own efforts to avoid encirclement. i t  has developed close ties 
with Pakistan. India's principal source of strategic uncertainty. A s  far as 
India is concerned. one of the most impor1ant consequences of China's  re­
lationship with Pakistan was the fact that the Chinese supplied nuclear 1ech­
nology to lndia"s principal adversary. One must remember that China had 
been a member of the nuclear club since 1 964-something Ind ia  would nol 
achieve for another decade. And yet not only was India notionally vu lnera­
ble to China in the intervening period, bul its own advantage over Pakistan 
was eventually undermined when Pakistan in turn acquired nuclear 
weapons. Although the detai ls are unclear. ev idence suggests that China as­
sisted in the development of Pakistan's nuclear weapons program-in part. 
al least. 11s a way of balancing India's power and slopping i t  from achieving 
regional hegemony in South Asia ( Perkov ich 2004) .  While this strategy 
may look like a way for avoiding encirclement from a Chinese perspective, 
i i  looks l ike precii.ely the opposite from India's. of course. 

In many ways, therefore. Sino-Indian relations look like an example or 
traditional great power politics and a classic example of a security d i lemma 
in which strategic uncenainty and concern about the behavior or  other 
i.lates puradoxically leads to greater insecurity ( Booth and Wheeler 2008). 
Not only hai. the bilateral relationship been punctuated by ac1ual conllict in 
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1hc re lat ively recent past, hut it continues to be driven by the sort of geopo­
l i t it·al maneuvering characteri�tic of the Cold War or even nineteenih-cen­
tury Europe.  Many may be unsurprised at this outcome-certainly not in 
China. at lea�t .  And yet signs can be found that in some re�pects, al least, 
even Sino- Indian relations are being transformed by wider changes in the 
international system. 

A Change in Perceptions? 

For all their differences, the two Asian giants have experienced some strik­
ing paral le ls  in their developmental trajectories. Despite their his1orical im­
porlance and latent potential ,  both experienced long periods of marginaliza­
tion in international affairs as a consequence of the impact of European 
imperia l i sm .  Both had an important relationship with the former Soviet 
Union a� they attempted to carve out new identities and positions on the 
world stage. And both have ult imately achieved their recent status as poten­
tial regional (if not global) growth engines as a consequence of their in­
creas ing ly  successful integration into an international political economy 
that is s t i l l  overwhelming associated with US hegemony. For both India and 
China. therefore, the new world order in which they both increasingly play 
prominent parts offers the opportunity to iake up very different and conse­
quential roles to those they assumed for most of the nineteenth and twenti­
eth centuries. We might expect such changes would also influence the con­
duct of their  b i lateral and regional relations, and to some extent they have. 

One important d i fference in their recent historical experiences is thal 
India's deeper integration into the new international economic order has oc­
curred a good deal later th:m China's. and this delay has entrenched China's 
material lead and advantage over India-something that is a source of re­
vealing commentary in China.-1 Also noteworthy is that while India's influ­
ence dur ing the 1 980s was undermined by domestic political crises and an 
inabi l i t y  or unwi l l ingness to impose effective market-oriented reforms, 
China was beginning a process of rapid economic takeoff thal has yet to end. 
Not only did India have to adjust 10 the collapse of the Soviet Union and 
Pakistan's growing influence in Afghanistan-the laner being directly sup­
ported hy the United States-bu! China's own rise was dramatically recon­
figuring the balance of power in Asia as a whole. Significantly, Indian politi­
cians took longer to shake off their visceral anti-US sentiment than did !heir 
coun1erparts in Beijing. For al l  Chinese elites' Jong-running l'Oncems abou1 
US hegemonism, a famously pragmatic allitude 10 pofa·y meant thal China 
benefited from an open inlemational economy far more rhan India did. Now, 
however, as part of the United S1ates' pivot back to Asia and a more general 
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realignment of regional geopolitics. n:hn ions between I n d i a  and 1hc Uni ted 
States have become much closer. The reason is not d i ff icul t  to d i scern. As 
The Ecmwmi.ft (20 1 2b) points oul. ' 'the uns1a1cd lugil' in both America and 

India behind the drive for closer relations i:- as 11 \\ arning  to Ch i na not to 
overreach itself and drive them into a fu l ly fledged mi Ii wry ;1 l l imicc·· (28 ) .  

Closer lies between the  Un ited States and India :ire c:-pcc..: i a l ly  chal leng­
ing for China as. somewhat belatedly. the Indian economy lrn:-. been increas­
ingly liberalized since 1 9 9 1  when the governmcnl of Manmohan Singh and 
his finance min ister Narasimha Rao embarked on a scric:- o f  major eco­
nomic reforms. This change presenh thrcais and opport u n i t i e s  for China. 
True. India is becoming a more powerful and innuenlial reg ional power, bul 
1he growth of the Indian economy means Iha! despite 1hc ir  very <lifferen1 
histories and poli1ical sys1ems. some observers argue an imporhmt conver­
gence of in1eres1s is occurring between China and India as a consequence of 
1heir respective economic transformations ( Hols lag 2 0 1 0 ) .  Bolh counlries 
increasingly see themselves as major trading stales. and as a resu l l ,  !here 
has been "a clear l inkage belween economic priori1ies and sh ifls  i n  foreign 
affairs'' ( Holslag 20 1 0: 33). When Rao became prime m in i s1er. he worked 
10 entrench 1he impor1ance of economic priori1ies in Ind ian  fore ign  pol icy 
in much 1he same way as Deng had in China a genera1 ion before. 

As a consequence of this growing emphasis on economic development 
in both counlries. much talk has occurred of "Chindia." or closer economic 
cooperation and inlegralion be1ween lhe Chinese and Indian economies. The 
possibil i 1y 1ha1 China and India mighl enjoy mulual ly benefic ia l  economic 
lie!> was given panicular prominence as a consequence of Ch inese premier 
Wen Jiabao's visil 10 India when he suggested that the two economies had 
complementary strengths in soflware and hardware.t. As we have suggesled 
in earlier chap1ers, whe1her lhinking of nalional economies as d i screte en1i­
ties actually makes sense is a moot point. True, the discourse of in1ernational 
diplomacy is rather different from academic analysis. but the l i mitations of 
lhis son of methodological nationalism are apparenl even lo  1he casual ob­
irerver. Neither China's nor India's economies are exclusively based on man­
ufacturing or the service sector. Even i f  they were. the task of in tegrating 
!heir very different business and polit ical cul tures is  far from straightfor­
ward. However, one area in which effons at policy coordinalion have been 
11urprisingly productive, and in which the framework of expl ici l  national in­
lereslS remain11 central , has been the area of energy cooperation. 

Some observers argue that Cenlral Asia is  a major "new ' hun1ing 
ground' for energy resources and geopol i t ical  inlluence." i n  which India 
and China in particular are seen as the principal protagonisls ( H uchet 2 0 I O :  
IJ7 ) . Energy hCCurity is no doubt becoming more impurtant for  Ch ina ,  and 
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this incrl' : l�t':d pre�surc is  having a larger inrluence on ih overall foreign 
pol ic ies .  as  we expla in in !he con1ex1 or Cen1ral Asia. The somewhat 'illr­
pris ing point  to m11ke here, !hough. is 1ha1 '�ome evidence suggests 1ha1 
China and India are w i l l ing lo al leas! explore the potential for coopera1ing 
on energy-related issues (Mii l ler-Kraenner 2008; Qin and Yang 20 1 1  J .  Ir 
Asia's two g ian l  economies and energy consumers could actually come up 
with a joint  posil ion on energy matters, this agreement would be a very sig­
nificant development, of course. Whether such good intentions and lofty 
ambitions can overcome such a fundamental. nonnegotiable delenninanl of 
Chinese fore ign pol icy is  a moo! point. however. espec ial ly when we re­
member thm " Beij ing 's energy security policies are more a collection of ad 
hoc in i t iat ives-some coordinated, some not. and some state driven, 01hers 
market and commercia l ly driven" (Lieberthal and Herberg 2006: 1 7 ) .  In 
other words, despite a significant improvement in China's overall relation­
ship with India.  national interests remain central for both countries. setting 
l imits lo what can be achieved or conceded through negotiation. 

Hav ing said that. we must go on lo point out that arguably China's 
greatest fore ign pol icy achievement anywhere is based-in principle, at 
least-on encouraging international cooperation and institutionalizing col­
lect ive interests. True. the Shanghai Cooperation Organisation (SCOl does 
not include India as a formal member. but India now has "observer" status, 
and Russia,  l i ke China. is a founding member. The success of the SCO is a 
potent ia l ly  i mportant measure of China's and Central Asia's capacity to ef­
fect ive ly  manage crit ical regional security and political issues. As such i i  
mer i t s  deta i led analysis .  

Central Asia and the Shanghai Cooperation Organisation 

As we have repea1edly emphasized. the key overarching g.oal of Chinese 
foreign pol icy general ly  and toward ils regions in parlil·ular is securing its 
borders. Given China's history and the extent of those borden. one does not 
have trouble seeing why. The preoccupation with border security is espe­
c ia l ly  pertinent in the case of Central Asia: not only is Centrnl Asia impor­
tant i n  its own right as a site of geopolil ical l'Ontestation and potential re­
source security, but one of the key border areas is the province of Xinjiang:. 
Xinj iang's problemalic status has made Chinese authorities even more con­
cerned to ensure regional stabi l i ty;  the fact thar CentrJI Asia is also associ­
ated wi th  s ignificant oil and gas reserves simply enhances its potential im­
portance. A s  a resul t .  the region h11s been al the center of some of China's 
most energetic and innovative allempts lo ins1i1u1 ionalize and stabilize re-
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gional relalions. The principal mechanism for pul l ing l h i �  po l i c y  i n  p lace 
has been the SCO. One of China's mosl prom inent securi ty cxpcrl s  con­
c ludes that the SCO has effec1 ivcly l<>Ccurcd China " s  borders in  the north 
and nor1hwes1. al lowing it to focus more on Eas1 Asia and Ta iwan (G. Pan 

20 1 1  ) .  Whe1her one agrees w i lh th is  analys is  or 1101. i t gives some indica­

t ion of the potenlial strategic imporrnnce uuachcd to the SCO in Ch ina . 

The inauguration of the SCO is arguab ly the most s ign ific:.uu m;m i fcs­

tation of China·s embrace of mult i lateral ism and one that fu l fi l l s  a l l  of  the 
k.ey goals this shift encompasses. Wu and Lansdowne ( 2008 ) argue that 
China has been drawn to mult i lateral mechanisms because lhcy offer u way 
of promo1ing econom ic developmenl. they can offset hegemonic power. 

they promote China's image as u responsible stakeholder in international 
society. and they provide an effective venue in which to address security is­

sues. especially at the regional level. Indeed, one needs to recognize that­
al this stage. al least-"Chinese mul t i lateralism is more reg ional than 
global" (Wu and Lansdowne 2008: 1 1  ) .  Also China's mul t i latera l i sm clearly 
ha!> importanl domestic drivers, and the separation belween domestic and 
international policy is becoming increasingly blurred and complex as a re­
sult .7 For many Chinese commentators the SCO is  the embodiment of a 
"new securily concept" (with mulual trust and common security as the key 
features). a new lype of international relalions (which establ ishes partner­
ships but not a l l iances. which promotes openness and transparency, and 
which is not aimed at any other country or regional organizal ion) ,  and a 
new model of regional cooperation characterized by equal partnerships and 
consensus building that can promote securily and mutual ly benefic ia l  coop­
eration (Sheng 2006). 

Xinjiang and the Origins of the SCO 

The collapse of the Soviet Union in 1 9 9 1  sent shock waves around the 
world. Even though the demise of the Soviet Union was aclua l ly  surpris· 
ingly peacefu l ,  i ts disappearance had a profound impact i n  Cenlral Asia. 
China had lo come lo tenns wilh the ex islence of a series of  newly inde· 
pendent republ ics where it had formerly only had to deal wi th  one super· 
power. Despite the occasional misunderstandings between lhe two gianl 
neighbor.., the Soviet Union imposed a degree of s1abi l i 1y and predic1abil i1y 
on Cenlral Asia. Its abrupt, largely unforeseen demise left what Chinese ob­
�rvers considered to be a power vacuum in its wake, one which China was 
anxious 10 fi l l .  Significantly, China exhibiled deft diplomacy in demonstrat­
ing "considerable re!-ipecf' for Russia\ traditional position in Central Asia 
t J .  Chtng 20 1 1 :  64 1 )-despite ils diminished slatus-something that fac i l -
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italcd Ru,:-. ia ' �  subsequent panic ipation in the SCO ini1ia1ive. Russia's par-
1 idpation wa� an important '"balancing" mechanism and helped to offset the 
smal ler  Ce nt ra l As ian st11 tes' tradit ional concerns about China's potenlial 
dom immce and prox imi ty  (A l l ison 2008 ) .  

I n  1 1 1 1  e ffort to s tabi l ize the region and its posilion in i i  following lhe 
col lapse of the Soviet  Union, China immediately recognized the Russian 
Federalion and i ls constiluenl republics and dispatched Premier Li Peng on 
a tour of  Uzbekistan, Turkmenistan, Kyrgyzstan, Kazakhslan. and Mongo­
l ia .  One of the key goals of these visits was to articulate what China consid­
ered to be the principles upon which future relalions would be based. J. Y. 
S. Cheng ( 20 1 1 )  summarizes these as "to maintain good-neighbourly rela­
tions and peaceful co-existence; to promote equality and mutually benefi­
cial co-operation in pursuit  of common prosperity; to respect lhe sover­
eignty and independence of the peoples of Central Asia through a policy of 
non-interference in  their  internal affairs; and 10 seek and preserve stabil i ty 
in the region" (634). 

I mportantly, not just the stabil ity of the Cenlral Asian stales concerned 
China's  leaders.  a l though th is  uncer1ain1y was worrying enough in itself. 
The even m ore alarming prospecr was rhat Xinjiang might be .. infecred" by 
the v i rus  of m i l i tant Is lam. which appeared to be spreading in Central Asia. 
At presen t ,  many o f  X inj iang's  indigenous Uyghur population identify 
more read i l y  with Central Asia than they do wi1h the resr of China (Bhat­
racharj i  2 0 1 2 ) ,  and one of  China's first goals was to ensure that its new. 
sudden ly  independent neighbors recognized Xinjiang's borders and status 
as part of  China (Cabestan 20 1 0) .  This goal was especially important given 
that the PRC governmenr has come under susiained criticism from indige­
nous ac 1 iv i s 1 s  for ilS pol i t ical  and religious repression in the region.8 For 
th is  reason. one of rhe key componenls in 1he series of bilarerJI agreements 
thal Ch ina  establ ished wirh the Central Asian republks was not just a pre­
dictable pledge 10 avoid murual  hos1i l i 1y. bur also lo oppose any form of 
ethnic separal i sm .  To understand why Chines� au1hori1ies were so con­
cerned about instabi l i ty on i1s borders generally and in Xinjiang in particu­
lar we need to  remember how impor1:1n1 1his province is to China and yet 
how i t  continues to be a source of instability and l·oncem. 

X i nj iang represents about one-sixth of China's overJll terrirory yet is in­
habited by only one-sixlielh of its population. I I  has a crucial strategic impor­
tance, not just as China's western border but as a source of energy reserves 
and a transil point for piped oil imports from Kazakhstan (Kleveman 2003). 
Unfortunately for Chinese 11uthori1ies, its people are also tiercely independ­
ent ly m inded and elhnically distinct. Xinjiang's history and ils place at the 
center of  the "greal game" of geopolilics have made it the site of prolonged 
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struggles for con1rol by successive Chinese dym1:-.1 ics . Rm,ia .  local  \\arlords, 
and sundry groups bent on greater indcpcndcnn!. Signifo:a1 1 1 ly. it  i.::11111: under 

PRC conlrol only in 1 949, and its i.:urre111 st;1tus a:-. Olll' or C h i m1 · s  "au­
tonomous regions .. was seirlcd as rece111ly as 1 955 .  One of  thl· :-. l rntcgics for 
allempting to enlrench 1he cenlral PRC government 's control O\'CI" X inji;mg 
has been by llooding the region with new Hun Chinese migranh ( H owell and 
Fan 20 1 1 ) . As a result .  the ethnic balance in X i nj iang ha:-. :-.h i rtcd drmnati­
cally. to a point where the indigenous Uyghur popu la1 ion and lhc Han have 
nearly become balanced. 

Despite recent anempts lo rev ital ize whal was unt i l  recent ly a relatively 
neglected and underdeveloped prov ince. the rca l i ly  i s  th;ll !he policies of 
1he central government have actually "sharpened !he ethnic div ide" and ex­
acerbated underlying social tensions (Shan and Weng 20 1 0: 60). H om immi­
granls dominale 1he administrative and business sectors of the X inj i cmg po­
l i tical economy, and their privi leged posilion has fueled resentmenl among 
lhe indigenous population. who feel marginal ized as a consequence. A sig­
nificant difference in tenns of economic development can be found between 
the nonh and south of the prov ince, with the highest leve ls  of  Uyghurs 
being concentrated in the poorer sou1h. A s  a resu l t .  despi te  double-digi t  
growth levels .  unemployed young men from the Uyghur  populat ion have 
played a prominent role in lhe r iots 1hat period ical ly erupt in X i nj iang (Tlie 
Economist 20 1 1  ) .  The great fear of Chinese authorities i s  that th is  underly­
ing social unrest wi l l  become increasingly poli t icized and fused wi lh  re l i ­
gious fundamentalism and ethnic separa1ism. Such concerns have informed 
the developmem of the SCO. which is seen by some in China as potent ial ly 
encouraging economic development in X inj iang in par1 icu lar  (X. Zhao 
2005 ) .  consequen1ly prov iding a powerfu l domestic driver for what is 
China's most ambitious auempl to assume imernational leadership ( Kerr 
and Swinton 2008). 

The Inauguration of the SCO 

Despite the fact that lhe SCO represents what is arguably China's most am­
bilious allempt to foster inslitutional development. some have sugges1ed 
Iha! Beijing init ial ly lacked a clear stra1egy for operationa l iz ing its goals .  
A11> a resul t .  J .  Wang 1 2008) suggests, "mult i latera l ism in this  area is  more 
lhe unintended result of practice rather than of design" (I 05 ) .  Be  1hat as it 
may, lhe formal inauguration of the SCO in June 200 1 was an important 
watershed both for China's proactive foreign policy in Central Asia and for 
regional diplomacy more generally. After al l ,  this part of the world was dis­
tinguished primarily by an abi;ence of regional institol ions and an his1urical 
tradition of mistrustfu l .  sometimes brutal geopol i1 ics and interstale rela-
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1 ions. I n  such a conicxt ,  any institutional development mighl be regarded as 
no! i n s i g n 1 rican t  progress. But as prominent SCO expert Pan Guang (201 I J 
argues.  for on l y  the first t ime in h i story, China, Russia. and Central Asia 
have been inc l uded in any single community, let alone one that is imended 
to develor common interests and resolve connicts. 

The first meeting of the SCO was in fact the sixth summit of the found­
ing member.� or what had been unti l  that stage essentially confidence-build­
ing exercises among China.  Russia.  and the important former Soviet re­
public..,, Kazakhstan, Kyrgyzstan, and Tajik istan. Unsurprisingly, given the 
region\ checkered h istory and the newly independent status of the former 
Soviet states, security was ini t ia l ly the first priority of the nascent organiza· 
tion. This  focus  on security was enshrined in the Declaration of the Shang­
hai Cooperation Organisat ion in  200 1 ,  which was signed by the original 
"Shangha i  F ive"  grouping in  addition to Uzbekistan, which became the 
s ixth member o f  the SCO. In  2002 the SCO Charter was unveiled, which 
also emphasizes the "mainlenance of peace and security" and identifies the 
"three ev i l s"  that threaten the stabi l i ty  of the region: terrorism, extremism. 
and separat i sm  (Ar i s  20 1 1 :  28). In effect, as All ison (2008) points OU[, na­
tional discret ion about precisely how such policies should be implemented 
in the absence of any commitment to democracy or self-determination 
meant that SCO states could "act as they wish against general forms of do­
mestic pol i t ica l  opposition and dissent 

.
. ( 196). 

However, s ince 2007, economic issues have become more prominent as 
the SCO has  developed a greater institutional capacity and ambition. The 
growing prominence of economic issues also reflet:ts and promotes Chinese 
interests .  As J ing-dong Yuan ( 20 10 )  points out. ··1he most promising 
prospect of e xpanding and consolidating Sino-Central Asian relations. from 
Beij ing 's  per.�pect ive.  is the potential for gaining access to the region's va ... 1 
energy resources" (859) .  However. this potential took some time to realize 
because China in i t ia l ly  lacked both the expertise and the economil" presence 
in the .�hape of resource-oriented SOEs to actually operate effectively in 
Central As ia  ( J .  Cheng 20 1 1  ) . This situation i� not entirely surprising: apart 
from Central As i a ' s  potent ia l  importance as a source of energy, its eco­
nom ic potent ia l  is far more l imited, so its lal"k of domestic infrastruciure 
and l im ited consumer markets have meant that the region has not rel"eived 
much attent ion from China's burgeoning business communi!y (J .  Wang 
2008) .  This  problem is a retlection of. and exacerbated by. the intr.iregional 
trade patterns of the Central Asian slates, which demonstrate a very limited 
degree of  economic integration (Libman and Vinokurov 20 1 1  ). 

As a consequence. Chinese policymakers confront a very differenr set 
of c i rcumstances than they do in Sourheast Asia, where �uccl!"ssful eco­
nomic development and growing levels of cro ... s-border intl!"gration, which 
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is increasingly oriented toward China ilsclf. create nrnjor opportun i t ies for 
the exercise of economic leverage on Chin:1 ·s part. Nevertheless .  cm:ourag­
ing greater economic integration has become a more prominent  goal of the 
SCO. 100. not least for normative reasons. In rea l i ty. however. and despite 
the enthusiasm of some Chinese observers about 1he S('()'s · ·grcm" eco­
nomic potential (Z. Sun 2004). thus far energy has been the pr incipa l  focus 
of trade and investment activi ty across the region. a process in wh ich  China 
is playing an increasingly prominent part. 

The Politics of Energy 

In many ways energy policy provides the u l t imate test of China's  evolv ing 
approach to foreign re lations everywhere. but  espec ia l ly  in Cenlral Asia. 
where much of the region"s importance hinges on its o i l  and gas reserves in 
particular. Enerr;y i s  an issue l ike no other and presents part i cu l ar chal­
lenges for China as i t  tr ies 10 reconcile potential competing domestic inter­
ests and international obligations.11 On the one hand. energy security i s  a po­
tential critical aspect of overall economic development and s tabi l i ty  and 
thus a foundation for the "'perfonnance legitimacy" of the Chinese govern­
menl itself (Gi l ley 2008: Y. Zhu 20 1 1 ) .  Creating the condi t ions i n  which 
China's growth can continue and social stabi l i ty  can be maintained is  sim­
ply a nonnegotiable domestic priority for China's leaders. On  the other 
hand. however. Chinese foreign policy e l ites are a t tempt ing to  position 
themselves as responsible stakeholders and good international citizens. In­
deed . in some ways. the entire SCO project can be seen as an a t tempt to 
give expression to the desire to play a constructive role as a force for insti­
tul ional ized cooperation. The question is whether these very d i fferent do­
meslic and international goals are actual ly reconci lable .  

For some US observers the answer i s  unambiguously "no." Stephen 
B lank has established a reputation as a somewhat hawkish and outspoken 
critic of Chinese foreign policy, espec ial ly as i t  applies in  Central Asia. 
B lank ( 2009) argues that China has actual ly rejected mu l t i l ateral ap­
proaches when pursuing energy security, preferring to use its bi lateral lever­
age in an allempt to lock in supplies and insulate itself from price fluctua­
tions in volali le energy markets. Even though Blank suggests thal  this 
policy has not achieved the goal of managing price volatility, he highl ights 
what is perhaps most imponant about China's approach to energy security: 
i i  i11o predominantly bilateral and '"reflects IChina'sl persisting belief that it 
cannot rely upon the market to deliver energy" (437). Moreover, many 
commentators and policymakeN in China continue to bel ieve that other 
countries accord energy issuei. a pivotal imponance, too. Accordingly, 
muny think the United States' invasion of Iraq was motivated by a desire to 
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control its o i l ,  rather than its a l leged weapons of mass destruction (see, for 

example, Feng anti Zhang 2003) .  Other Chinese commentators go further 

and argue that "the country which can control natural resources will own 

the future" ( H .  Shi 2009) .  
Such v i e w s  are not  uncommon in China and he lp  lo explain lhe overall 

policy approach to energy, one that is predicated on the fundamental as­

sumption that energy security i s  "too important to be left to rhe markets" 
(Liebcrthal and Herberg 2006: 13 ) . 1 0  This view of the limiled efficacy of 

markets i s  widely  shared by some of the other rising powers who subscribe 
to the same sort of "state capital ist" practices (Gat 2007). The somewhal 

ironic point to emphasize here, however, is that traditional geopolitical con­
siderations and historical rivalries are actually complicating China's policy 
options, particular ly  in the context of Central Asia and the SCO. As Pe­
tersen and Bury sch (20 1 1 )  point out, from a Russian perspective. "Moscow 
fears that by supplying raw materials to China ii could become an ·acces­
sory· of the country 's ascent Wedded to zero-sum thinking, many Russian 
policymakers and experts fear that China's economic growth and geopol iti­
cal stren gth might come at Russia's expense" ( 14) .  

ln  this context of l i n gering distrust and geopolitical rivalry. lhe energy 
resources o f  the less  powerful Central Asian stales become more allructive 
and consequent ia l  as  far as China ·s policymakers are concerned. Compared 
to Russ ia ,  w h i c h  is unambiguously 1he world's energy superpower, lhe Cen­
tral As ian  states·  reserves are relatively modes!. bu! far from insignifkani, 
as Table 7. I i nd icates.  

Table 7.1 Caspian Oil and Gas Reserves and Production 
Oil Produc·tion� Gas Re.�erves' Gu.� Produ•'fion� 

Oil Re�erve�· ( m i l l mn barrels (trill ion ( billion cub1<.: 
( b i l l ion b;1rrd�) per da)') .:ubic· meiersl 111e1t;rs �r year! 

Azcrbaij-,m-
1 8 . 2  I . I  4. 1 1 7  

Ka1akhsta11 08.9 1 .6 ).ii 36 
Tu1kn1cnh1an 1 5 .9 0.2 I t . Y  , ,  
llLbckistan 4.J Cl. I J .7  66 
Other Ca,pim1 

rnumries/republk�· l . J  0.0 O.J 0. 1 
Tn1al I08.(1 2.9 25.il r.w 
Share of Wurld tntal 

([1<:rccn1age) 4 . 7  J..'i 6.9 5. J 
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As far as China is concerned. csrabl ishing l·nrd ial  l iC!>  '' i 1 h  its C'cn trnl 
Asian neighbors not only helps to securl' i ts own border' hu1 also offers the 
possihi l i ly of addressing what is fast becoming one of Ch i n•l ·� most im­
placable and urgenl pub l ic pol icy prob le ms . We should remember t lrnt as 

recently as 1 993. China was actual ly an exporter of o i l .  Now that p icture 
has been completely overturned. China is already the second-b iggest im­
porter of oil afler the Uni 1ed States .  and i t s  energy consumption cont inues 
10 grow dramatically. Klare (2006) puts this turnaround in stark perspective 
when he notes that "in 1 990. China consumed less than half m. much energy 
as the Western European nations: by 2025 i t  is projected to consume 44 per­
cent more energy than all of those nalions combined" ( 1 8 1 ,  em phas is in 
original ) .  Although China has sign ificant energy resources of  its own.  they 
are overwhelmingly in coal . especial ly of the "dir1y:· h ighly pol l u t ing vari· 
ety. which st i l l  provides at least 70 percent of total energy for electr ic i ty 
generation (fal lows 20 1 0). As a resu l l ,  China's pol icymakers find them­
selves caught between potent ia l ly irreconc i lable pressures :  China's rapid 
economic development is creat ing ever more demand for energy, but satis­
fying this demand from domestic sources is  taking an i ncreas ing ly  unsus­
tainable toll on its nalural environment-to a point where some i n formed 
observers think China's .. environmental problems now have the potential to 
bring the country to its knees economically" ( Economy 2004: 25) .  1 1  

China's policymakers are not unaware of these problems.  That China 
has now become the world's biggest investor in renewable fonns of ·•green .

. 

energy is remarkable and noteworlhy ( Hook and Crooks 2 0 1 1 ). Despite this 
trend, China's insatiable. rapidly growing demand for resources and energy 
means it mus1 pursue a mul tidimensional stralegy to satisfy i ts  needs-part 
of which is  a rather old-fashioned-looking geopol i t ical  ca lcu lus  that in­
volves the direct application of economic and pol i t ical  leverage. Some sug­
gesl that geopolitical rivalries between Russia and China offer the Central 
A!.ian states an opportunity 10 play one off the other (Garrison and Abdu­
rahmonov 20 1 1  J .  but this assessment may be overly opt imis t ic .  I n  reality. 
China has used strikingly similar strategies 10 those e mployed by Japan in 
ih earlier efforts to ensure resource security following the o i l  shocks of the 
1 97011 and 1 980s ( Nesler 1 992) .  China is  using integrated aid and invesl­
menl strategies lo consolidate i ts influence in capital -poor, resource-rich 
!.late11 such as Kazakhstan ( B lank 2009), in whal S .  Zhao (2008) describes 
a� an "'essential ly neo-mercanti l isl approach lo energy i;ecurity" (208) .  

An even more iangible expression of China's priorit ies, perhaps, can be 
i;een in the slrugglei; 10 develop regional infrustructure for the supply of en­
ergy in Cenlral Asia .  Significantly, the emerging network of pipel ines China 
is helping to develop i;eemi; designed in parl ,  at leai;t ,  10 assuage concerns 
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aboul energy ),ccunly by reducing i1s dependence on Russia. "'Pipeline pol i­
tics" remnin a very langible manirestation or regional relations . 1 �  along with 
being u topic of greal i mportance to Chinese officials and commentators. 
Xiao Yang (20 1 1  ) .  for example, emphasizes the geopolitical conte:itl in which 
pipeline pol i 1 ics play out and the concomitant necessity of resisting US  con­
tainment strategics designed to thwart China's cooperation with Central Asian 
slates. He also emphasizes that Russia continues to exploit its d iplomatic 
presence to China's potential d isadvantage. In this context. especially striking 
is that for all the superfic ia l ly cordial relations that exist between Russia and 
China, they have yet to finalize an agreement on the delivery or gas to China 
(Perlez 20 1 2 ) .  Meanwhi le ,  China has developed a number or its own 
pipelines, the most i mportant of which runs from the Tarim Basin in Xinjiang 
to Shanghai.  Ch ina has also bui l t  a pipeline from Kazakhstan to exploit the 
Chinese Nat ional  Petroleum Company's major investments there. Signifi­
cantly, th is  pipeline will not only reduce China's possible dependence on 
Russia, but a lso terminate i n  X injiang, reinforcing the province's overall 
strategic i mportance to China's leadership (K leveman 2003) .  

The vi ta l  i mportance of energy, the finite nature of supplies. and the his­
tory of somet imes brutal geopolitical competition in Central Asia are all pro­
viding a major chal lenge for the region's nascent institutional architecture. 
For all of  the ta lk  about the " 'Shanghai spirit" of equality, trust. and confi­
dence bu i ld ing (Ar is  20 1 1  ) ,  being too sanguine about the SCO's ability to 
manage serious intraregional tensions at t imes of crisis is hard. After all. as 
far as the Central Asian states . Russia,  and especially China are concerned, 
these are good t imes :  economic development has been highly successful in 
China, and th is  success has done more than anything 10 restore the fortunes of 
a resource superpower l ike Russia, as well as improve the prospects for lhe 
newly independent states of the region. I f  regional stability and cooperation 
are not feasible under such circumstances. they are never likely to be. 0 

The big quest ion for China's policymakers. therefore. is what happens 
in the n i l - too- l ikely event of a major economic or political crisis in the re­
gion. Wi l l  the SCO. in which China's leaders have invested much political 
capital and effort. rise to the challeng.e"! Critics argue that the SCO's annual 
meet ings  "br ing together heads of state who produce declamatory stale­
ments of intent  but rare ly  any s ign ificant policy or ins1 itutional develop­
ment that would  bind i ts  members lo a part icular course of action" ( Kerr 
20 1 0 :  1 46) .  Is  the SCO more appearance than substance as critics claim. l it-
1le more than u form of "protect ive integration" that confers ··vicarious le­
gitimacy and solidarity on i ts members" (Al l ison 2008: 1 98).  but which i s  
incapable of  act ion in  the event  of a cr i s i s?  Such an outcome would have 
profound practical implications and reputational cosls for China. 
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Still the Great Game? 

Central Asia is the quin1essen1ial historical e xamp ll'  of thl' so-cal led great 
game. and seeing why is not hard. The region is  as.�oci<Ucd with s ignificam 
resource wealth. bul also with rather brittle m11hori 1<1rian reg imes that have 
struggled to mainrain srabil ity and territorial in tegr i ty .  I n  such drcum­
stances. the anempts of the great powers to exert a n  i n l" lucncc over  the re­
gion and ils assets are unsurpri sing. China i s  no d i fferent in th i s  regard. 
China\ geographical location and the desire 10 secure borders that have 
historically been a source of threat and unceriainty give the reg i o n  a partic­
ular imponance. Indeed. some observers claim that ' 'Ch i n e .�c at tempts to 
dominale lhe region look like a new version of classical vassal relations and 
China has worked hard to bring Cen1ral Asia once more under its economic 
and political influence 

.. 
(Swans1rOm 2005 : 5 8 1 ) .  Even i f  1his c l a im may be 

something of an exaggeration. China's efforts to asserl i t s  influence in the 
region are an entirely understandable expression of  its overal l  fore ign pol­
icy goals given the region's hi storical importance-not least as  a potential 
source of insecuri1y. What is more surpris ing. perhaps. i s  1hat China i s  in­
creasingly trying 10 accomplish ils a ims and embed i t s  influence 1hrough 
the auspices of new regional in!ilitulions, rather than the sorl of  d i rect polit­
ical and economic leverage that has historical ly tended to  characterize great 
power behavior in the region. 

Having said that, we must recognize the l imi ts  to bo1h the SCO's influ­
ence and its slatus as a harbinger of a new international order replete with new 
norms of collaboration and coopera1ion. While one can reasonably c la im that 
institutionalized intraregional relalions and regular mee1ings between regional 
leaders are making a discernible contribu1ion to overa l l  confidence bui lding. 
China hai. also been assiduously applying bilaterdl leverage where i1 can. This 
sort of two-level game is a feature of the contemporary in1ernational system 
and one played by other great powers such as the U nited States. 1 4 Indeed, in 
many ways US foreign policy has defined this sort of international d iplomacy 
as ii has managed to combine a complex mix of bi lateral slralegic a l l iam.-es 
and economic relationships wilhin an overarching insl i tut ional architec1ure 
thal is associated with liberalism and mult i lateral i sm ( Beeson and H iggoll 
2005; Maslanduno 2009). Notably, bilalerdlism has actually become a ceniral 
part of economic relations and cooperation in the Asia Pacific region ( Deni 
20!0). 50 in lhis con1ex1 Cen1ral Asia is nol an outlier. 

What makes relalions with Central Asia espec ia l ly  complex for Chi­
ne11e policymakers. howt!ver, i s  the region's cont inuing posit ion as  a focus 
of gre11t power rivalry general ly 11nd of US grand strategy in  parl icular. In 
lhe aflt!rmath of the September 11 11Uacks on lhe United St11tes, U S  foreign 
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policy has been preoccupied wi 1h Central Asia and the M iddle Easl . The 
nmfl ic t  in Arghanistan, which was such a prominent expression of George 
W. Bush's . .  war on terror," presented a part icular chal lenge for China, as ii 
effect ive ly brought a US m i l i tary presence 10 China's immediate backyard. 
As part of its overal l  strategy to combat terrorism in South and Central Asia 
the Un i ted Stales es 1ab l i shed m i l i tary bases in Kazakhstan, only 200 ki lo­
meters ( 1 25 mi les )  from the Chinese border. For many Chinese commenta­
tors, th i s  move represented a d irect threat to China's weslern regions and an 
extension of a pol icy of containment on the part of the United States (He et 
al. 2002) .  Gi ven  tha t  many prominent US commentators advocated using 
US power to  secure US interests during the Bush era in particular. '- 1  such 
views are understandable,  perhaps. As former national security adviser 
Zbigniew Brzez insk i  ( 1 997)  put i t  with characteristic candor, "the three 
grand i m perat ives of  imperial  geostrategy are to prevent collusion and 
maintain securi ty dependence among the vassals, to keep tributaries pliant 
and protected, and to  keep the barbarians from coming together" (40). 

Chinese pol icymakers are not the only ones concerned about the possi­
ble long-term impl icat ions of US foreign policy and what are considered to 
be its pr incipal  goals of pursuing resource security (Fouskas and Gokay 
2005) .  As a consequence. an increasingly high-stakes competition is taking 
place between Ch ina  and the United States for influence in places such as 
Kazakhstan along wi th  a struggle lo determine the routes through which the 
region 's energy resources w i l l  u l t imately be exported. 16 This issue is of par­
t icular concern to Ch inese observers. For example, Tong Shiqun (2004) 
points out that the U nited States has tried to prevent the development of the 
pipe l ine between Kazakhstan and China. From a Chinese perspective. the 
pipeline has the potential 10 re lieve the so-called Malacca Dilemma. or the 
vulnerabi l i ty  of energy supply routes in Southeast Asia. The significance the 
United States attached to th is  development t.:an be gauged from the fact that 
ii used ils pol i t ical ,  economic, and aid leverage to pressure Kazakhstan and 
tried to persuade international financial organizations not to fund lhe project 
Some observers of US foreign policy in the!' region daim that such initiatives 
are part of  a longer-term ambition to exercise strategic intluem;e and secure 
future energy supplies.  Emre Iseri (2009) . for example suggests that, 

The US find.\ it nece�s;try to establish <:lmtrol over energy resl)un:es and their 
1ransportation mutes in the Eurasian landmass. Therefore. from the us·s 
point of view, the!' dependence of the Eurasian induslrial economies on !he se­
curity umbrel la pmvided hy the United States should be sustained. To put if 
dearly, US objective.� and pofo:ies in the wider Ca.�pian region are part of a 
larger ··grand �trat..:gy" to underpin and strengtht'n its regional hegemony and 
thereby hcrnme lht' global hegemon in thl' 1we111y-fin.t ('t'lltury. (35) 
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Plainly. US foreign policy is nol 1he same as i i  w:1s dur ing. 1hc Bush era 
at lhe heigh! of unipolarily. Bui ncilher is the Obama admin is lrnl ion as dif­
ferent from its predecessor as we mighl have expected g ivc 1 1 ilw i n i t i a l  rhet­
oric about 1he importance of mul 1 i la 1cra l ism and the rule of  law ( Harris 
20 1 2 ) .  Although the United Stales · continuing de1crmimuion to  main ta in  re­
gional innuence may have had the effect of giv ing common cause lo China 
and Russia in lhe face of US hegemonism {Wilhelmsen and Gcir 20 1 1 ) , any 
benefits thal mighl accrue 10 China are offse1 by lhe impur.:t of  U S  policy 
elsewhere. In this regard. one of 1he mos! problematic aspects of the Uni 1ed 
Stales' con1inuing desire to shore up its posilion in Centrnl and South Asia 
has been i ts rapprochement with India. Kelly ( 20 1 1 )  argues thal India is 
now seen as an integral and explicit part of the U nited State s '  overall strat­
egy for containing the rise of China. 

Under such circumstances. Chinese foreign policy offic ia ls  may be for­
given for feeling slightly paranoid. perhaps. G iven the h istoric sense of vul­
nerability and the increased reliance on external supplies of energy, China's 
policymakers are, rather unsurprisingly. devoting much at lent ion to  the 
Central Asian region . 1 7  Likewise, one can more eas i ly  understand why 
China's strategic analysts might think that the construction of  a credible 
blue-water navy with which lo protect its st i l l  vitally important trade routes 
from the Middle East is  a vital national priorily. 1 8  Such concerns may ar­
guably have regional origins. but China's newfound status as a rising 
power, if not superpower. means that what may have originally been rela­
t ively parochial concerns now take on international ramifications. Indeed. if 
Central Asia presents mulliple new (and old) challenges that overlap and in­
tersect in ways that defy easy options, they look re lat ively straightforward 
compared lo the global arena, where China's new status and power present 
it with an even more pressing array of challenges. 

Conclusion 

If there is a new great game in  Central Asia,  not only i s  China a serious 
player, but some observers lhink that "if we had to declare a winner in  lhe 
new Central Asian conlest, China is  clearly the candidate ahead on points'" 
(Colley 20 1 2 :  1 65) .  Given China's rela1 ively recent reemergence into the 
international system as a major player, this claim is still somewhat surpris­
ing and counterintuitive. And yet the SCO in particular-in which China re­
mains the principal driving force-no doubt has been an effect ive  forum 
wilhin which Chinese policymakers have stabil ized their regional relations 
and pursued 1111.tiomd goals. This development is  all lhe more remarkable 
when we consider lhat ii has happened with the cooperat ion of Rus10ia and 
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dcspi lc lhc co11 1 inu ing presence of the United Stales in the region. Whether 
Chinn w i l l  rnntinuc managing its interests remains to be seen. of course­
espcc iil l l y i n  a reg ion with a history of instabi l i ty and shifting al l iances. 
Ncvcrthc lcs1'.  lhe fuel that China has pursued what i i  takes to be its national 
interests through mu l t i lateral auspices is significant and a measure of just 
how much has changed in the thinking behind and practice of Chinese for­
e ign po l icy . One migh1  think that the management of bi lateral relations 
would be comparatively straightforward. But as China's relations with India 
remind us, this i s  not necessarily the case. On the contrary, the deeper bilat­
eral t ies become, the more d i fficult they may be to manage-especially in 
1he context of wider regional and even global relationships. No relationship 
i l lustrates this possibi l i ty more clearly than China's ties with Australia. 

Notes 

I .  The BRIC economies. aboui which we say more in lhe final chapter. include 
Brazil. Russia. India .  China. and Sou1h Africa. See Armijo (2007). 

2 .  Chinese research on 1he Sovie! Union's collapse is very exlensive. and some 
of lhe most important contributions are government sponsored. such as the impor-
1ant edited collec1ion by Li Shenming and Chen Zhihua (201 1 ) .  In 1his book. Li and 
his team explore the reasons for the collapse of the Soviet Union. arguing that it re­
sulted from 1he weakening of the ideology and 1he corruption of ruling elites. How­
ever. other influential scholars. such as Huang Weiding (201 1 ) , argue 1ha1 on exces­
sive concen1ra1ion of power and a lack of democracy were 1he primary causes of the 
Communist Party 's  downfal l .  Ei1her way. the impl ications of such analyses for 
China's leadersh ip  are sobering. 

3 .  Despite all the superficial cordial i ty al this mee1ing. 1he 1wo grea1 powers 
have no1 reached an agreement on delivering natural gas from Russia to China (Per­
lez 20 1 2 ) .  H owever. in  a more encouraging long-1enn development, the Industrial 
and Commercial Bank of China agreed to finanL� 1he cons1ruc1ion of a major power 
planl in  Russia,  a deal that could herald an imponant new synergis1ic relationship 
(Sender 20 1 2 ) .  

4.  As The Enmomist {20 I 2cl points out India ha.� a long way lo go in refonning 
a conupl and inefficient political sys1em before ii can realize its poten1ial. While Cb.ina 
also shares a problem with l'Onuption, ii continues 10 register higher grow1h rates and 
is consequently sl i l l  pulling away from its Sou1h Asian rival, economically at leas!. 

5. Chinese scholars ol)en compare the nalional developmenl trajectories of 
India and China. Some scholars such as Huang Mingwei (2009) argue that the '"so­
ci111is1" syscem in  China is superior 10 the capiralisr sys1em in India. China's 
"slrong 

.. government and policy execu1ion is compared favorably wilh India's inef­
ficient democracy. Others highlight the wisdom of China's govemmenl in promot­
ing early economic opening and emphasizing mwiufac1uring ahead of India, which 
has concentra1ed on the service seclor and the soOware industry in particular lsee L. 
Zuo 2005 ).  Wei Sen (2005) highlights the sociocultural differences belween lhe lwo 
countries and argues that 11 lack of entrepreneuri11I spiril accounts for the slow devel­
opmem or the Indian economy. 
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O. Dunng hi' official \ ' i�il to India 111 2010. Wen J i ;thao argul'd I hat the twen1y­
fir,1 ccn1ury wa., the Asian ccnrnry and th;H India and China would pla) 1 ·cry 1mpor­
rnn1 role� in �haping 1 1  (Q. Chen 2 0 1 0) .  Then Indian amlia";1dor (Cl Chi ll<t S .  Jaj,. 
hankar ai!rcrd. argu ing 1h;•t China can he lp India in inJra,1rut·tun: co11s1ruc1ion and 
Jndia can al'o hccomc an impnnant parmcr for Chi11<1 in the i 11fom1at ion k'chno logy 
industry and pharmaceut ical indu�tr) (Hou 2 0 ] ()) 

7.  Tim po�� ibi l i ty ha\ bcnimc an rncrcasingly prominent 'u h jcc t o l  imerna­
t ional rc lac ion' 'rholarsh ip thanb to p ioneering ;u1;dy�c-' by the l i b:' or  Jame� 
Ro,enau ( 1 997) .  l e i\ abo incrc;1, ingly rccogmzcd and discu�wd in  C h i n a \  hur­
gconinf' international relation� l i tcratun:. Sec Lrn Jun ( 20 1 0a, 2 0 1 0h}.  

II. Prominent acl ivist  Rebiya Kadccr has been a cont inurng thorn i n  the \ide of 
the Chinese gm crnment and drawn unwe lcome intcrn.i l inna l a1 1en 1 ion 10 the re­
e.ion\ unresolved \OCiat and political prob lems . S e c .  for ex;1mpk Kou.leer ( 2 0 1 0).  
� 9. A large literature has deve loped on 1he po l i t in of energy , bu t the pr i nc ipal 
point to emphasize is that countries such ;1� Chi11;1 tal..e <1 "'\trategic "' or even ··neo­
mercant i l ist " " approad1 to energy security hcc Carmody and Owusu 2007: Kennedy 

2010: Wu. Goh and HaJela 201 1 ) .  Th i� appro;1ch not only sets up  the wndit ions for 
a polential clash between rival \y�tems but may culminalc in ··re�ourcc wars·· if new 
\OUrces of energy cannot be found. See K lare ( 2002 ) .  

1 0. See also S. Zhao (2008) and Moran (20 1 0). 
1 1 .  The los�cs from pollution and ecological d amage are est imated to have 

ranged from between 7 percent to 20 pen;ent of China\ gro�s domest ic product 
every year for the la�t twenty years (Liu and Diamond 2005 ) .  a remarkable figure 
and one that highlighls the difficu l ty of ach iev ing sustainable deve lopment . 

1 2 .  In December 2006, 1he Chinese-owned crude oil pipel ine l i n k i n g  Kaz;1-
khstan and China was e>tablished. China paid X5 percent of the ini t ia l development 
CO\IS. which already Jooh like a good inve>tmen t : by 2 0 l 0 .  im ports had reached 
73.3 million barrel\ per year. and estimates are that import� wi l l  rem;h 1 46.7  mi l l ion 
barrel\ per year by 20 1 3 . By 201 l ,  the oil of Kazakhstan made up 15 percent of 
China's crude oil import� (Garri\on and Abdurahmonov 20 1 1  ) .  In  December 2009. 
China opened a gas pipeline rnnnec!ed with Turkmeni\lan, Kazakh,tan. and Uzhek­
i.\lan CH . Wang 2010). 

13. We need to empha,ile just what a double-edged sword re.�ource prices arc in 
tlm rnnte�l .  Although the apparent end of the so-c;1 l led comm od i ly \Upercyde 
might he expected tu be a good thing for a rc\ource-hungry economy l ike  China\, 
>umc ot '  Chma\ 'tratcgir investment\ in the energy \CClor may prove l iabi l i t iC\. 100. 
China\ prominent �uvercign wcal1h fond. lhc China lnvestmenl Corporat ion . has 
invcMcd at lca\I $ 1 2  bil l ion in foreign resource companies over a 1hree-year period. 
in�c>tmenl> 1ha1 are widely expel·ted tu lose money in  the event of  dec l in ing com­
nmdit} price\. Sec Gupalan ( 20 1 2 ) .  

1 4 .  T h e  phrase "two-level g.ame·· is a\\ociaied principally w i t h  Robert Pulnam 
i l 9KllJ . who UM:d i t  to de\cnbe the difl'crent domestic and international audiences 
and dynamic' wi1h which pulii.:ymakcr' mu�l contend. Fur our purpo�cs, th i�  broad 
bru,h de,nipt ion 'li l l  ha' merit, despite the blurring of boundaric�. However, this  
depii.:tiun need\ to be complemented with a di>crctc regiona l - level focus. 

1 5 .  Among lhc more impunanl and contentious contribution' in favor of the ap­
plkatmn ol US power were Krauthammer ( 1990- 1 9 9 1  J and Boot ( 200 1 ) .  For a UM!­
lul a>�e�Mncm 01· 1hc Bush era and ib underlying logic, sec Bal·evich ( 2002). 

\ti .  Ai.:i.:ording to 1hc Encrl!)' Information Admini.�1rat1011 ! 2 0 1 2 1 ,  
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17 .  Currently, 77 percent of China's imponed oil goes through the Strait of 
Malacca (Z. Zhang 20 1 1  ) .  China sees this transportation route as quite vulnerable. 
as the United Stales and its all ies exercise a powerful presence in this area. In the 
event of any conflict between China and the United States. the prospect of being cul 
off from energy supplies poses a major danger for China. In order to resolve this 
dilemma China has actively developed its blue-water navy forces, such as refurbish· 
ing an aircraft carrier and actively participating in the Gulf of Aden peacekeeping 
activities to practice i ts  long-range projection capabililies. At the same time, China 
is actively searching for a substitute energy transportation route (You 2007). Trans­
porting oil and gas resources from the Middle East through the Central Asia pipeline 
wou ld be an effect ive way of improving China "s energy 1ransportation security 
(Liao 2006). 

I R . One of  the ironies of the current geopolitical situation is �hat the United 
States is  becoming significantly more independent as far as energy 1s c�ncemed as 

a consequence of the unexpected ''fracking"' boom (Gonzales 20 1 2). China, by
_ 
con· 

lrast. is increasingly concerned about ih de_pendence on the volatile �fiddle East and 

vulnerable supply routes through the Strait of Malacc_a's choke pomls. Thc:se co�­

cems have been heightened by the US pivot to the Asia Pacific and help to explain 

China's desire for a greater naval capability. See K. Johnson (2012) .  



8 
S i n o -Austra l ia n Re l ations 

T h i s  c h a p t e r  i s  s l i gh t l y  d i fferent f r o m  t h e  previous ones in  that. in  it, 
we focus pr imari ly on  a s ingle b i lateral relationship rather than a region. 
The principal reason for this change of emphasis is that China's relationship 
with Australia highl ights in  greater detail all of the key issues that we have 
been considering in  relation 10 China's evolving regional policies more gen­
erally. The S ino-Austral ian relationship is part of Asia Pacific rather than 
East Asia and as such highl ights the contested and uncertain nature of the 
region i tse lf. The relat ionship also dramatically i l lustrates China's poten­
tially divergent economic and strategic goals, especially in the pivotally im­
portant area of  resource security. As we shall see, differences in politics, 
economics. and even cu lture present major challenges for China's eliles in 
managing a relalionship with an inherently unlikely partner. The dissimilar­
i1y between the two countries mighl presenl enough of a challenge on i1s 
own, but i i  is further complicated by Austral ia 's his1orically close rela1ion­
ship wi th  1he U n i 1ed Slates. The key queslion facing China's el ites is 
whe1her 1hey can cul l ivale good relations with .�tates such as Australia that 
are concerned about the strategic implica1ions of its dramatic rise. In short, 
the relat ionship wi th  Auslralia provides a definitive lest of 1he efficacy of 
China 's-and Aus1ralia 's, for tha1 mauer-foreign policy. If China's policy­
makers can get this relationship righl, they have every reason 10 lhink. their 
goal of  becoming a regional power wilh secure borders and stable relalions 
is feasible. I f  they cannol, then more will be in doubt than simply their goal 
of resource security. 

In  the first part of the chapter, we provide a brief overview of Sino­
Australian t ies lo i l lustrate jusl how much has changed about China's place 
in the region, as well  as i n  the anitudes of Aus1ralian policymakers. In 1he 
second part of 1he chapter. we provide some detail of the conlemporary eco­
nomic relat ionship as i ls growing importance more lhan anylhing else ac­
counts for 1he change in allitudes on both sides, Simply put. China's rapid 
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economic expans ion might nol have happened in  q u i lc 1hc Mime way or :u 
qu i te !he same pace without access 10 Austra l ia ' s  abund:mt rl')>ourcc wea l th . 
Likewise.  Austra l ia 's recenl resource boom and rdal i vc  i m m u n i t y  from a 
series of global economic crises would 1101 have been poss ib le  w i thou t 

China's seemingly insatiable demand. In much the same w<iy tha t  China 
and the United Sraies are locked together i n  an interdependent relationship. 
so 100. are China and Austral ia .  The difference, of course. i !<i  that  Austrnl ia  

is geo{!raphically pan of China's region i n  n way !hut  the U n i ted States is 
1101-al\ the claims about the muure of Asia Pacific notwi ths landing .  Even 
more imporiantly. perhap!!o, China might hope to i n fl uence A us tra l i a 's for­
eign policy behavior in u wuy that it cannot wi th  the Uni 1cd Stutes.  There­
fore. the i.trategic relationship between Australia and lhc U n i ted Stales is a 
pivotal part of intraregional relations. and the very defin i t ion of the region 
ilself assumes such importance. In the final part of this chapter. we revisit 
some of the debates about regional identily and inst i tul ional  deve lopment 
and consider Australia's prominent contribution to these debates. 

Hobbled by History? 

That China·s present is profoundly influenced by its past is a commonplace 
observation. However. this same observalion i s  nol made us frequently 
about Australia. but it is equally true. Contemporary Australia i s  an un l ikely 
accident of history that owes its ex istence 10 European imperia l i s m .  The 
single molll important strategic legacy of Austra l ia ' s  early h i story was a 
sense of isolalion and vulnerabi lity. From a Chinese perspect ive ,  sur­
rounded as it is by slates lhal are either unstable or potent ia l ly  threatening. 
Australia's position as an island-continent mighl seem env iab ly  secure . 1  
Thii. view is not that o f  generations o f  Australian stralegic th inkers,  how­
ever. On the contrary, Australian leaders have been perenn ia l ly  anx ious 
aboul their phyi.ical location. seeing themselves as a long way from the 
"mother country'" or olher potential Western al l ies  ( Walker 1 999) .  

This sense of  isolation and vulnerabi l i ty in lhe  minds  of Australian pol­
icymakers has one profoundly important consequence: lo lry and ensure a 
security environml!nt that seemed beyond the capacity and resources of a 
small population on a massive continent, Australians have looked to what 
former prime minster Roben Menzies famously called ''great and powerful 
friends'0 to guarantee national security. As a result .  first Britain-Auslralia's 
colonial parent-and lauerly the United States have been seen as the 
bedrock ol' Australian !loecurity (Burke 200 1 ) . In th is  contexl, Asia generally 
and China in particular were an alien and threatening presence on the hori-
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1.on. The re<1 1 i 1a1 ion of th is threat during World War II  triggered the change 
of allegiance that def ines Australian security policy to this day. 

The s h i l"t from Brita in to the United States was traumatic, hut it was 
achieved w i t h  a remarkable rapidity and a surprising lack of �entiment (Mi l ­
lar  1978) .  The apparently real  threat of invasion by Japan following Britain's 
humil iat ing expulsion from Southeast Asia during World War I I  shocked and 
profoundly affected Australians. The events of World War I I  and the reorder­
ing of the international system it caused left an indelible impression on the 
minds of pol icymakers for generat ions. The most tangible consequence of 
this period was the formalization of the new strategic relationship with the 
United States i n  the form of the Australia, New Zealand. United States Secu­
rity Treaty (or, more simply, ANZUS).  Despite the fact that New Zealand is 
no longer an effect ive  member, and the original threats the agreement was 
designed to counter having long s ince dissipated, ANZUS remains the cor­
nerstone of Austra l ia 's  overall  strategic posture. I t  also enjoys widespread 
public support. something that makes the remarkable levels of commitment 
to the treaty more poli t ical ly feasible ( H anson 20 1 1 ) . 

No other country can c la im to have been as reliable a strategic partner 
as Austra l i a  as  far as the Un i ted States is concerned, and this close bond 
presents a formidable  cha l lenge for Chinese policymakers seeking to in­
crease their  i n fluence over their counterparts in Australia. Since World War 
II. Austral ia has participated in the wars in Korea and Vietnam and in both 
Iraq wars, as w e l l  as in the cont inu ing confl ict in Afghanistan. The reason 
for this loyalty is not difficu l t  to discern: despite the fact that Australia's se­
curity has never been directly threatened by any of these conflicts, succes­
sive Austral ian leaders from both sides of that country's political spectrum 
have fe l l  duty bound to demonstrate their commitment to the alliance in the 
hope the U nited States would do l ikewise. Whalever the merits of this pol­
icy and the log ic  that i n forms it. the net effect has been to lock Auslralia 
into supporting U S  pol icy. whatever the l'Onsequences !hat policy may have 
been for Austral ia 's  other relationships t Beeson 2003b. 2007b). 

The potent ia l ly  negative consequences of this unstinling loyalty on the 
part of Austral ia were espec ial ly clear during the Cold War. Australia found 
it d i fficu l t  to have normal or effective relationships with countries on the 
other side of the ideological div ide. something that characterized the region 
more genera l l y  in th is  period (Cumings 1 997).  Relations between China 
and Austral ia were d i fficu l t  and not nonnaliud until former prime minister 
Gough Whi t l am made what was then seen as a daring and unprecedented 
visit  10 China  to restore relations. However, even this landmark in Sino­
Austra l ian  re lat ions occurred after R ichard Nixon's vi�il .  a se4uence of 
events that puts the actions of one of Australia's more radical prime minis-
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rers inro perspeclive. Nevertheless. this v i s i 1  wa� an imp11rt:1 11 1  t u rn i n g  point 
and marked the beginning of much improved bi hucral rd at 101 1!<. .  

We can. perhaps. possibly ascri be some of thcsl' ear l ier  problems in 
Sino-Australian relations to the Cold War e n v i ronment .  whkh made rela­
tions between many countries d ifficult .  and which cffcc t i v d y  d i v ided the 
entire East Asian region along ideologic;d l i nes.  What i s  mo:-.1 s tr ik ing about 
Australia foreign policy. however. i s  that it continues to be shaped by this 
overlay of geopolitical concerns and relationships .  The recent decision to 
station US troops in Darwin-part of the pivot in US fore ign po l icy we dis­
cussed in Chapter 4-was understandably greeted wi th  some alarm and dis­
appoin1men1 in China.� but Australian acquiescence becomes more under­
standable when seen in  the context of that country 's un ique st rategic 
history. The reality is that Australian policymakers are s t i l l  anx ious about 
their overall strategic environment and st i l l  keen to keep the U n ited States 
act ively engaged in the region.  The logic underpinn ing  th i s  action was 
made clear in the Australian government's recent defense wh i te  paper, 
which named China as a specific long-term threat to regional stabi l i ty ( De­
partment of Defence 2009). 

As we saw in early chapters. whatever the mot ivat ion for the recent 
shift in Chinese policy may have been .  i t  has heightened the fears of those 
who worry about China's growing mi l itary might and the potent ia l  for con­
flict . especially in the South China Sea ( Kaplan 2 0 1 1 ) . While  Austral ia may 
be something of an outlier in the extent of its commitmem to the Un i ted 
States. other countries like the Phil ippines and Vietnam are a lso trying to 
encourage greater strategic engagement on the part of the U nited States in 
the region. as we saw in Chapter 5 .  Whatever Chinese observers think of 
the merits of such fears or the associated crit icism of China's pol icy, the re­
ality is  that geopolitical concerns are playing an i ncreasing ly  large part in 
the strategic thinking of its neighbors. Australia is  no exception in  this re­
gard. The danger for both China and Australia is  that the increasingly im­
portant commercial relationship wi l l  be more d ifficul t  to manage as a con­
sequence of wider shifts in the geopol it ical context-developments that 
may be manifest in changing domestic policy and sent iment .  Before we 
consider how this might occur or be avoided, we should spell  out just how 
important the bilateral economic relationship has become to Austral ia and 
the impact it is having on the domestic economy. 

Exp1nding Economic R1l1tion1hip 

When China replllCed Japan as Australia's single moi;t important export 
market in 2007 ( U ren 2007 ) ,  the change was an expression of  a wider re· 
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g imml !rend,  hu1 one with espec ially porlenlous impl icalions for Australia. 
As with A u :-. t rn l i a ' s  earl ier relationship wilh Japan. the S ino-Aus1ralian 
trade re la t ionsh ip  i s  something of a mirror image. Australia exports re­
source:-. and i.:om mod i l i es ,  and China reciproca1es wi1h elec1ronic goods. 
cloth ing .  and s imple  manufactures ( Department of Fore ign Affairs and 
Trade 20 1 2 ) .  Sign i ficantly. with the exception of iron ore exports. the trade 
is rur more important to  Austral ia than i t  is  to China when measured as a 
proport ion of overa l l  trade. This position is one Australia shares with a 
number of  other regional economies, but in Australia's case the iron ore 
trade has grown in i mportance as a result of a remarkable increase in com· 
modity prices. Austra l ia 's  terms of trade have reflected changes in the very 
resource investments they are encouraging and have unti l  recently been "at 
historii.:al l y  unprecedented levels'' (Gregory and Sheehan 201 1 :  2) . ·' The 
economic i m pact o f  China 's  rise on Austral ia has been unambiguous and 
profound: Ch ina ' s  sheer size and the epic scale of its demand for resources 
in parl icu lar  has grown rapidly in  a remarkably short space of time, and 
these events  are forc ing  a major process of economic adjus1ment in Aus­
tral ia .  This problem may be a good one to have, and one many coun1ries 
might g lad ly  have. but  i t  is crea1ing problems, never1heless. and they are 
1101 just economic ones. 

Before considering the process of struclural adjustment in any detail.� 
two consequences o f  the resource price spike noted above are worth empha­
sizing. First .  the A ustral ian dollar is  strongly l inked-in the minds of cur­
rency traders. at  least-with commodity prices and consequently ac1s as a 
proxy for resource price movements.  The rapid escalation of commodity 
prices has meant that the Aumalian dollar has also risen dramatically. His­
tory suggests that such valuat ions may prove unsustainable, bu1 while the 
dollar i s  al its h ighest levels since being "floated" by 1he Hawke-Kea1ing 
government o f  the 1 980s, lhe dollar 's high value is creating a ••two-speed 
economy.· ·  Manufacturing. which was already suffering a process of long­
term decl ine in Austral ia. has been badly hil as it finds itself unable 10 com­
pete in  a region wi th  greater economies of scale and lower labor costs. 
Likewise tour ism and education have been adversely affected, a process 
1ha1 further en t renches 1he importance and influence of the mining sector 
( Hume 20 1 2) .  

For the  Austral ian Labor Party in particular 1his change presents an 
acute pol icy d i lemma that has a resonance beyond Australia: How do polit­
ical par1 ies  with traditional allegiances to blue-collar indumies lhal are in 
decline and unable to L·ompele protecl both their own eleclOral base while 
diverliifying a national economy'! Policymakers in Australia are aware of 
lhe real i ty thar the resoun:e boom may not be sustainable and that resources 
are u l t imately an unambiguously finite assel. As the government's treasury 
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secretary Marl in Parkinson ( 20 1 1 )  poillls out .  not on ly  i s  1hc Ch ina-led 
boom '"the mosl significanl external shock Austml ia has ever e xperienced" 
and one that is causing a .. d i fficu l t  adjustment proccs:-. · · as a consequence 
( 1 9) .  but a cri t ica l publ ic pol icy question need� 10 be addressed aboUI what 
10 do with the windfall profits lh:il accrue. At one level .  t h i s  dcba1c is  about 

domestic poli1ics : How should the weahh gencni led by the resource boom 
be distribured? This question has led to a content ious and inconc lus ive 

struggle between the min ing sector and the govcrnmen l .  in wh i ch  promi­

nent members of the government have accused "vested i n terests" of  trying 
10 use their power to shape publ ic debate (Swan 20 1 2 ) .  Al  ano1her leve l .  !he 
policy deba1e sparked by 1he resource boom has major in1ernat ional  conse­
quences. which have made relations wi1h China espec ia l l y  fraught  at t imes . 

At the center of these 1ensions is investmenl in the h ighly l ucrat ive re­
source trade. which is increas ingly important 10 bo1h China and Australia. 
As resource prices have risen and demand has increased. invesunent in lhe 
resource sector relative to other sectors of the economy has taken off dra­
matically. Investment in the mining industry rose from $ 1 0  b i l l i on  ( 1 .4 per­
cent of Auslral ia's gross domeslic producl) at  lhe start of  the decade 10 
around $58 bil l ion (4.2 percent) more recent ly (Connol ly and Orsmond 
201 1 ). The minerals and energy sector has been by far the largest recipient 
of foreign inveslment of lhe pasl few years ( Australian Bureau of  Stat istics 
201 1 ) . a situation 1ha1 has been reinforced by China despite a recent slow­
ing in the Chinese economy (Garvey 20 1 3) .  Given that much of this invest­
ment is responding to Chinese demand. Australia w i l l  increas ingly rely on 
a single market. Somewhat ironically, where Chinese investment has d iver­
i.ified out of the minerals sector, the change has proved no less contentious: 
anempls to buy agricultural property have triggered d iv i s ions  within the 
conservalive side of Australian pol il ics.� 

Dealing with State Capitalists 

Ai. with many other countries, the Australian government 's  relat ionship 
wilh China is complicated by a paradox: "globalization" i s  making 1he pur­
suit of the national interest and the defini l ion of national economic space 
more difficult. but this connict is partly because the processes synonymous 
with globalization have not gone as far as some think. Somewhat paradoxi­
cally. this possibil ity is reflected in the growing Chinese scholarship on the 
globalization phenomenon: as with Chinese policymakers, most Chinese 
scholars remain focused on the potential threat globalization poses to state 
sovereignty, nather than trying to develop some novel or S ino-centric read­
ing of the globalizalion procesK per se. Even at u theoret ical  level .  then, 
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Chinese lh ink ing  oflen rcllecls a realisl lradilion that has been a prominenl 
fea1U rc of policy thinking and i s  reflected in public policy practice. 

Although real is t - inspired lhinking about inlernational relations and in-
1erna1ional poli 1 ici1 \  economy continues to be a prominent fealure of Chinese 
policy. conceptual iz ing the S ino-Australian relalionship simply in 1erms of 
1rade bclwccn lwo d iscrete national economies does not begin lo cap!Ure lhe 
complexity of contemporary transnalional economic rela1ions. Economic ac-
1ivi1y now is  frequenlly disaggregated and dispersed across national bound­
aries by independenl, foolloose corporations that may have no obvious na­
tional al legiance or identity (Dicken 20 1 1 : Camey 20 1 2 ) .  This phenomenon 
is part icularly true in manufacturing, but the global resource trade is not im­
mune, and ii i s  dominated by companies l ike BHP. BHP at one time l iked to 
style i lself as "the big Australian," but i t  now has a complex, multinational 
ownersh i p  structure that has overturned any simple identity between eco­
nomic and pol i t ical  space. Whatever one may think of the merits of foreign 
versus local ownership,  as far as the Australian government i s  concerned, 
firms such as B H P  and Rio Tinto, which dominate Australia's resource 1rade. 
and which are overwhelmingly foreign owned, at least have the merit of 
being fami l i ar. profil-oriented, market-driven, independenl commercial enti­
ties. No such assumption can be made abou1 1he increasingly ac1ive. state­
owned and -d i rected enterprises thal are becoming a prominent part of 
China's "going-out" strategy ( Beeson. Sako. and Yong 201 1 ). 

A1  ano1her level. 1herefore. globalization has not gone nearly as far as 
some of the more breathless accounts of its development might have us be­
lieve (Ohmae 1 996).  Far from d isappearing. the state continues to exen a 
profound influence over the course of economic development in China. and 
other parts of 1he region. too. for that matter {Stubbs 2009). In China's case, 
!hough.  con 1 inu ing  slate control over slrategically imponanl parls of lhe 
economy is. as we have seen. essentially parl of a dis1inc1 style of political 
rule ( B remmer 20 1 0) .  Far from abandoning stale control, Chinese economic 
planners are actual ly anemp1ing 10 develop "national champions" in areas 
deemed strategical ly impor1am. Szamosszegi and Kyle l201  I )  estima1e thal 
as much as ha l f  of China's economic ou1pu1 con1inues to be genenued by 
state-owned or -controlled enlerprises. Even more imponan1ly. their ex­
haustive analysis of lhe SOE sector concluded lhal .. SOE investments and 
actions also retlect the long-term vision of their controlling shareholder Uhe 
Chinese government). and thus shon-1em1 profits are no1 necessarily their 
highest priori1y . . . .  The lop Chinese leadership has slated 1hn1 SOEs will 
continue to  be lhe main actors i n  China's 1:oi11R 0111 polit'.I" and 1ha1 China 
wi l l  use i t s  massive foreign exchange reserves lo fuel lhis overseas expan­
sion, especially targeting energy and nalural resoun."es" l89). This slrategy 
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has plainly been in evidence in Austra l ia .  As  Jc ffrl')" \V i l :-.nn ( 20 1 1 )  points 
oul. the investmenl policies of Chinese resource compa n i c :-.  h;1vc a number 
of interrelated goals. Firs!. by using investment 10 incrl·a:-.c resource pru­
duction in Australia and elsewhere. Chinese companil-:-. hope Ill put  general 
downward pressure on resource prices worldwide.  Second . 1 hcy  hope to 
achieve "the staled goal of developing ·capt ive m ines ·  0\\ ncd by Ch i nese 
firms. with the intention of di lut ing the b:1rga in ing s trength of the Big-3 
miners in annual price negotiations" (295) .  

Thanks to WikiLeaks. we now know thut the Auslra l ian government is 
also increasingly concerned aboul the possible impact o r  C h i nese invesl­
menl and more alert than i ls  predecessors were about a s im i l a r  J apanese 
strategy in the 1 980s and 1 990s (Beeson 1 999) .  The Austra l i an  Foreign In­
vestment Review Board. which is  charged with ensur ing tha t  i nvestments 
are in the national interest. has suddenly become concerned about 1he pos­
sible strategic impl ications of investments by Chinese en t i 1 i es .  A ustralia's 
treasurer Wayne Swan provided the board with new gu ide l i nes  and .. a 
stricter policy aimed square ly at China's growing  i n fluence in Austral ia 's 
resources sector 

.. 
(Darling 20 1 1 ). Tighter controls have been placed on for­

eigners wishing to take oul minority shareholdings in sma l l e r, Aus t ral ia­
based companies. 

Given Australian policymakers' nonnal ly  relaxed. even enthus iast ic al­
t itude toward foreign investment this sudden concern about some invest­
ment proposals is especially notewonhy, but i n  keeping with recent h istory. 
Perhap!!. no incident highlighted the complexi ty ,  sens i t i v i ty. and potential 
for misunderstanding in the bilateral relat ionship more than Ch inese stale­
backed holding company Chinalco's abort ive bid for a stake i n  Rio Tinto. 
Following its poorly judged and expensive takeover of Canadian al uminum 
producer Akan, a heavily indebted R io  Tinto inv i ted Chinalco to  invest in 
the company in order lo save i t  from a possible hostile takeover from BHP. 
Despi1e Chinalco's enthusiastic response, the deal eventua l ly  co l lapsed. 
Chinalco and Chinese observers more generally were conv inced that the 
deal had been ki l led off following the undisclosed intervention of  the Aus­
lralian government (Gamaut 2009). Such a possib i l i ty  should not have sur­
prised Chinese policymakers given that Prime Min ister Kev in  Rudd and 
Treasurer Wayne Swan convened a secret meeting with Chinalco represen­
tative� lo inform them that they would not be allowed 10 take control of Rio 
Tinto (Uren 20 1 2) .  

Whalever the specific content of the equally secret discussions between 
S.,...an, Rudd. the Foreign Investment Review Board, and Rio Tinto, as 
Jenifer Hewett (2009) points out, .. the basic message wus that Australia was 
concerned about the prospect of China, a leading cuslomer of its resources, 
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hav inl? too much infl uence or control over those resources. The implication 
was thal Aus l ra l ia  didn' t  want China Inc 10 be able to influence pricing and 
product ion ."  C i i vcn  the subsequent wi l l ingness of an overwhelmingly for· 
eign-owncd m m i ng sector to use its economic and political leverage to 
shape the publ ic  debate generally and taxation policy in particular ( Maiden 
20 1 0 ) .  a certa in irony and inconsistency can be found in the government's 
posit ion:  no! on ly did the Australian government manage to offend and con· 
fuse its mosl i mportant trading partner. but i t  also displayed a certain 
naivety about the potential  loyalty of an industry that was almost wholly 
fore ign owned. Any l ingering i l lusions about the possibility that large. mo­
bile, m u h i nat ional  corporations might be more likely to cooperate with 
governmen t  were shattered by the resource sector's response 10 proposed 
changes to fiscal policy. 

Australia and the Resource Curse 

Austra l ia ' s  relat ionship with China highl ights potential problems that con­
front a l l  smal ler  b i lateral partners, especially those with a limited economic 
profile. Usua l ly  assumed is that the perils of the ··resource curse" are prima­
rily associated w i th  developing economies such as Sierra Leone or Middle 
Eastern authoricar ian regimes such as Saudi Arabia (M .  Ross 1 999: Aut) 
200 1 ) . In these and s imi lar cases, the importance of a single commodity can 
distort economic development and consolidate the political position of any 
group thac controls its production. Through patronage and rent-seeking ac­
t ivi t ies.  pri v i leged ins iders and the politically powerful can use their access 
to resource-generated wealth to entrench the position of what are invariably 
nondemocrat ic ,  repressive regimes. Such regimes are, i t  is worth emphasiz­
ing. very d ifferent from the developmental regimes of Eas1 Asia, lhe audtor­
ilarian heritage of the latter notwithstanding (Evans 1 995). 

For developed economies and democratic polities such as Australia's, 
the resource curse might  seem irrelevant. However. the structure of Aus­
tra l ia 's  economy has been profoundly intluenced by the growth or the re­
source trade. Al though this trade is  curren1Jy dominated by China. concerns 
about the possible negative impact of high resource prices and the concomi­
tant appreciat ion of the A ustralian dollar on the overall structure and con­
tent of economic acl iv i ty are long standing in Australia (Gregory 1 976). As 
in less developed economies, currency appreciation hos had an adverse im­
pact on other industries, narrowing the industrial base and economic profile 
and making the economy as a whole much more vulnerable lo shifts in 
commodi ty  prices, which are no1oriously volatile and now increasingly dc­
pendenl on changes in lhe Chinese ec:onomy (Pleven 20 1 1 ) . The negative 
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impact of struc1ural change in Austrn l ia has been c xaccrh:11cd by lhc fac1 

that the minin{! sector is  a re lai ivc ly smal l  employer and •• com parat ive ly 
modest contributor to the national rnx b<1sc.t> Econom i c  dcvclopmem in 
Aus1ralia as a whole consequently became i ncreas ing ly  host:igc to the needs 
of the mining sector. its demands for labor. and its dominal ion of  nat ional 
investment pallems. The risks inherent in such an ovcrrc l iance on one sec· 
tion of the economy have been revealed as a fami l i a r  h i storical pattern re· 
peats itself and the resource boom threatens to turn into a bust  (Bowring 
20 1 2 :  Variantperception 20 1 2 ) .  

However. what is becoming more apparent i s  that the mining sector's 
power is not confined to i ls  economic i n fluence:  i ncreas i ng ly. l he m in ing 
sec1or is exerting a political influence that m irrors i l s  economic weight and 
reminds us that the possible consequences of the resource cu rse are not 
confined to the develop ing world or the econom ic sphere . Paul  Cleary 
(201 1 )  argues that because Austra l ia 's resource sector i s  i n  rea l i ly  over­
whelmingly foreign owned. decisions about investmenl and produclion are 
general ly made by multinational corporations driven by a global organiza­
tional logic that may be at odds with putat ive nat ional  interest .  I n  many 
ways Cleary·s analysis echoes earlier critiques of Austral ian pol icy follow­
ing the 1970s resource boom (Crough and Wheelwright 1 982 ) .  Both Cleary 
and an earlier generation of radical crit ics might  be accused of  "method­
ological nationalism" and a relat ively unproblemat ic acceptance of  some 
notion of a distinct "national interesl'' (Agnew 1 994) .  Indeed.  some may 
rightly object that any Australian private sector actor w i l l  also make deci­
sions and take action in what it considers to be i t s  in terests and those of its 
shareholders rather than those of some imagined community of A ustralians. 
However, this argument does not detract from one of Cleary's central con­
clusions. As he points out, the growing economic and pol i t ical  s ignificance 
of lhe resource sector in Auslralia means that i t  has been able to influence 
govcrnmcnl policy in Austral ia in ways thal reflect narrow corporate inter­
esb rather than any sense of more broadly based national benefit .  

The possibility that a mining industry empowered by the wealth lhat the 
resource trade with China has generated might act in ways that served sec· 
tional rather than national interests was dramat ically h ighl ighted in the in­
tense political struggle that emerged over tax policy during the adminislr.ition 
of Kevin Rudd. The mining lobby collectively underwrote a highly effective 
campaign to oppose the Rudd govemmenl's proposed tax on "superprolits." 
By investing AU$22 mil l ion in a high-profile advert ising bl i tz ,  the m ining 
companies saved an estimated AU$60 bil l ion in tax revenues over ten yeurs 
(Irvine 201 1 J. A11 Cleary (201 1 J points out, "the success ol' mult inational min· 
ef'I in S(Curing these concesi;iom,, and in beating voter11 to the punch. reveals 
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the perverse world order in which we l ive: an advanced counlry can posseo;s 
enormous riches but lack the capac ity lo do whal is  clearly in its own long­
term in tercsi ' '  (79) .  

Wh i le  the inab i l i t y  of a democrat ically elected government to compete 
with the fi nanc ia l  firepower and even polit ical ski l ls  of a powerful set of 
ves1cd in lerests is arguably revealing and troubling.' of even greater con· 
cern was the fact that  the min ing  lobby's highly successful campaign was 
instrumental  i n  br inging aboul 1he downfall of Australia's then prime min­
is1er. True. Kevin Rudd had famously al ienated many in his own pany and 
was highly dependent on h is  public popularity to maintain aulhority within 
a notor ious ly  fact i on-r idden, tr ibal,  and brulal parly machine (Carney 
20 10 ) ,  but his pol i t ica l  problems do not detract from the central point: not 
only was a d e m ocrat ica l ly  e lected government unable to implement what 
were arguably socia l ly and economically desirable changes 10 fiscal policy. 
but the pr ime m in i sler of  the day was effectively brought down by what had 
become the most powerful and polit ically iofluential sector of the economy. 

Important ly as far as S ino-Auslralian relations are concerned, the dra­
ma1ic expans ion of  the resource-an expansion driven by economic links 
with China-provided the impetus for this change in Auslralia's domestic 
pol i t ical  a l ignments .  The fact thal 1he resource induslry is overwhelmingly 
fore ign owned and its profits. as Austral ia 's cenlral bank governor acknowl­
edges (S 1evens 20 1 1 ) .  largely flow offshore. only adds to lhe perceplion of 
a coumry whose pol i t ica l  and economic independence have been pro­
foundly affected by m ajor s1ructural change. Cruc ially. such changes have 
brought m ajor economic ai1d polil ical consequences in their wake. 

Al lhough we  have focused primarily on lhe major s1ructural changes 
thal Ch ina ' s  economic rise has generaled in smaller economies such as 
Austra l ia 's-and most of China's 01her 1rade partners. too, for 1hat maner­
people and personal i t ies mauer as well . Chinese observers are perhaps more 
fami l iar  w i lh  dialect ics than lheir Australian counterparts, bul in the interac­
tion between strucmre and agency. lhe laner i:an make a profound differ­
ence. which has c learly been 1he case in Australia's relationship wilh China 
over lhe pasl few years. We have already mentioned lhe profoundly impor-
1an1 role played by Gough Whillam in rees1ablishing. relalions wi1h China in 
the 1 970s. l mporlantly. this process was pushed forward by the govemmems 
of Bob Hawke and Paul Kealing in 1he 1 980s and 1990s as purl of their 
"Asian engagement" strategy. Even John Howard, ullhough somelhing of a 
social and poli t ical conserva1ive and ambivalent abou1 lhe value lor even the 
poss ib i l i ly ) of close cultural lies wi1h Asia, paradoxically developed a good 
working relationship wilh his Chinese i:oun1erp1111s and prngmatically over­
saw the furlher in1ensification of 1rade ties with China lWesley 2007). 
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By contrast. one of the great contrndicliom or i ronic:-. ol Au�tral ia\ re­
cent interaction with China is that tic� arguably reached 1 lw i r  crn11cmporary 
nadir under the leader.�hip of Mandarin-speaking Ch i n,t npcrt Kevin Rudd. 
Rudd's missteps in the re lationship have hccn \\'ell documrnh:d: wheihcr it 
was offering the Chinese gratui lou.� advice on huin;rn riglHs a t a very public 
forum in China. or encouraging the mi l i tary establ ishment-. o! Au�tralia and 
1he United S1ates to lake a more as�ertive l ine in rc�pon .�e lo the chal lenge of 
a rising China. Rudd's fate is a reminder of just what a d i fference national 
leadership on both sides of the re lalionship can m:ikc (Cal lick 101 Oa). lnm­
ically enough. for all the criticism that h<is been made of Austral ia\ failure 
to develop "Asia expertise" (FitzGerald l 997) . its most qu:1 l i fied leader 
found himself facing the greatest problems. Most of these d i ff icul t ies flowed 
from Rudd's self-confessed position as a .. brutal real ist . . when i t  came to re­
lations wilh China.� And yet in many ways, Rudd's v iews appear to have be­
come the new orthodoxy. As we shall see, despite both Rudd 's  departure as 
Australia's leader and the overwhelming import;mce of the economic rela­
tionship with China, Australian policymakers continue to move ever closer 
to the United Stales and play a greater role in that country's recent pivot 
back to Asia Pacific. To see why, we need to unpack the changing strntegic 
context that is exerting a powerful influence over pol icy in  Austral ia and a 
number of China's other most important regional relat ions. 

Geopolitics and Security 

Australia may be especially preoccupied with security. but in the context of 
the region-be it East Asia or the more expansive As ia  Pacific-Australia's 
concerns are far from unique. What sets Australia apart h is tor ical ly has 
been the closeness of its postwar relationship with the United States. For 
much of the last sixty years or so, the possib i l i ty  of Austral ia having close 
ties with China has been effectively foreclosed as a consequence of geopo­
l i t ical rivalries and al l iances. A l though such d i v is ions were mo.�t obvious 
and insunnountable during the Cold War. even now rivalry between China 
and the United Slates continues to conslrain the policy options avai lable to 
policymakers in Australia and elsewhere. To be more precise, pol icy op­
tion� are drcum�cribed by the way policymakers pan'il•e the relationship 
and !he strategic calculus that underpins i t .  and in  this regard the action.� of 
Chinese policymakers are influential-as they are in other parts of the re· 
gion, too. In this regard, however. the supposed logic of economic interde­
pendem:e at the center of Australia's re lat ionship wi th  China has not 
brought about the idealional shift some might have ex.pected .'1 Despite the 
importance of the economic tie!> detailed above , Austral ian pol icymakers 
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remain nervou\ .thuut the possible strategic implications of China's rise. 1 11 
This l inger ing a n x i c 1 y  may be a perennial feature of Australian securily pol­
icy. but it j, one w i t h  s ign ificant impl ica1ions. It suggesls that China's ca­
p11city to i nrlucnce even i ts  most closely connected neighbors remains lim­
ited. which i.� why China and Australia's relationship is potentially such an 
illuminat ing C<l\C study. 

As with the rest of  the region, Australia's trade with China occurs 
within a complex strategic env ironment. Australia's situation is particularly 
complicatc<l by !he fact thal, as many commentators have noted, Australia's 
largest economic partner and principal strategic ally are geopolitical rivals 
(Manicorn an<l O "Ne i l  20 1 0) .  The key policy challenge confronting the cur­
rent generat ion of Austral ian policymakers is the need to manage two piv­
otally important relationships at a time of rapid change in their own relative 
standing, as  we  saw in  Chapter 4. The simple material reality is that no mat­
ter how much  c u l tural  an<l h istorical affinity may exist between the Aus­
tralian and A merican people,  China's economy is exerting an irresistible 
gravitational pull that i s  reshaping the Australian economy and making any 
calculat ion o f  "the nat ional interest" increasingly problematic. Like many 
or its neighbors, Austral ia  must try to crafl a policy that allows it to fulfill 
potent ia l ly incompatible and contradictory goals. 

Under ),uch c i rcumstances one might expect policymakers to engage in 
the usual obfuscat ions and c i rcumlocutions that characterize unpalatable 
policy opt ions .  R e markably enough. however, lhe government of Kevin 
Ru<ld produced a <lefense whi te paper (Department of Defence 2009) that 
expl ic i t ly  named China as a potential strategic threat in East Asia. Even 
more remarkable i s  the ex istence of 11 "secret" chapter of the white paper 
that was judged too sen),it ive for publication, but which apparently detailed 
the sorts of threat� Ausrral ia was thought to face and the lype of defense 
force that would  be requ i red to meet them (Uren 20 1 2 ). Significanlly. and 
in keeping w i th  our  general point about the potential importam;e of political 
leadership in defining the relationship. 1he white paper was the subject of a 
divi� ive de bale w i t h i n  Austral ia's key intell igence agencie� (Ste wan and 
Walters 2009)-a pol i t irnl reality that provides an important reminder of 
just how content ious defining even the most fundamental aspects of pro­
tecting na1 ional in teresl can be. 

With the in te l l igence community div i<led in their assessment about 
what China's rise might actually mean in stralt'gic tem1s, Rudd"s realist-in­
spired intervention in  the policy discussion proved decisive. Australia i l lus­
trates predsely the same sorl of d iffkultit's that confront its Southeast 
Asian neighbors as they struggle to asst'ss and deal wi1h China's growing 
presence and i mportance. What makes Australia especially significant in 
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this contc:.. t i.\ 1ha1 . despite i1s re la t ive ly  benign scl· u r i i y  .. .- n v i ronmcnt and 
dislance from poten1 ia l  flashpoints .  i i  has gone ftt r1 11L' r ! h a n  any other coun-
1ry in the region in lrying 10  define the  reg i o n ' s  s c r; l !l'!_!K and i ns t 1 1U t ional 
architecture. 1 1  

The principal manifestation o f  Austra l i a \  stra teg ic cornm1cmcnt  t o  the 
ANZUS a l l iance can he seen in  the recent dc<:i -� ion to cstabl i�h  a jo in t  facil­
i ty in Darwin so that US troops can he swt ioncd in Aus t ra l i a 's nonh on a 
con1inuing basis. This h igh-profi le c o m m i t m e n t  p l a i n l y  sent  " powerful 
message lo China aboul Austra l ia ' s  s traieg ic priori t i e s ,  its cont i nu i ng  strate­
gic re lat ionship with the Un i ted States .  and g ro w i n g  concerns about how 
the rise of China i s  viewed i n  Austra l ia .  Pred ic tab ly  enough ,  C h inese mi l i ­
tary officials were not  impressed and accused A ustra l i a n  and U S  offic ia ls  of  
suffering from a .. Cold War menta l i ty"  ( S pegc le  20 1 1  ) . Not on ly  Ch i nese 
officials question the wisdom and benefits of  this in i t ia t ive ,  however. Sen­
ior mil i tary and political figures in Austral ia have a l so  drawn attention to 
both the potential costs and the fact that Austra l ia  w i l l  be l ocked  in to US 
strategic policy (Fraser 20 1 2: Leahy 20 1 2) .  The quest ion,  therefore, is why 
al least some Australian foreign policy makers consider such a s ignificant 
commitment as warranted given the potent ia l  damage i t  m igh t  do to rela­
tions with China. 

The Ties That Bind 

Al one level. Australian policy is  the product of its own unique h istory and 
the distinctive security cul ture and anxiet ies this h i story has generated. In 
this context. 1he Australian exemplar may have l imited re levance for 01her 
Asian neighbors. 1 2 At another level. however, i mportant comparat ive points 
are to be gleaned when thinking about the impact of China's regional policy. 

Even some of the more sophisticated analyses of Chinese policy in East 
Asia conclude that China's long-term possible object ive  is the creation of a 
Sino-centric version of the Monroe Doctrine ( Dupont and H in tze 2 0 1  l ) .  
Such an  interpretation i.-. no t  outlandish given that i t  has ac tua l ly  been ex ­
plicitly advocated by  some Chinese analysts (Kai  20 1 2) .  Yan  Xue tong  from 
Tsinghua Univer�ity, for example, has famously argued that  China should 
abandon ib policy of nonalignment. Yan believes that among China's re­
gional neighbor:-,, at least twelve countries ure poten t ia l  a l l i e s  or China 
(Deng and Huang 20 1 1  ) .  Whatever one makes of  such opt imis t i c  duims, 
they are s1rikingly remin iscent of the Cold War era (f.  Zhang 20 J 2 ) .  No 
matter wha1 Chinese policymakers or commentators may th ink  about such 
rear.:tions or the legitimacy of the policie� themselves, therefore, the reality 
is 1ha1 China itself has given ample grounds for r.:oncern among those ana-
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lpls and po l i cymakers who are argu ing lhal China's growing economic 

power wi l l  incv i l :ib ly translate inlo growing mi l i1ary power and ambilion. 1 1 

The increas i ngl y strident rhetoric coming from senior PLA commanders 
and the apparent growing infl uence of !he mi l itary in China's domestic de­

bale arc g i v i ng  addi t ional  weight to such v iews (Lam 20 1 2 ). The question 

for Ch ina 's neighbors and trade partners is, what sorl of response is appro­
priate and proportional in  such c ircumstances'! 

The most  fundamental point lo make about Australia's posi1ion is lhat 
its direct m i l i tary contribut ion can make no real difference to the mil ilary 
balance belween the Un ited States and China (Thomson 20 1 2). Historically, 
Austra l i a ' s  principal  contribu1ion has been as a geographically pivotal loca-
1ion for the "jo in t  fac i l i t ies" or-less euphemistically-the '"spy bases" that 
form such a key part of  the United States' war-fighting and in1ell igence­
gathering capabi l i t i es  (Ba l l  1 980) .  Now this commi1ment is to be literally 
and metaphorica l ly  reinforced by the establishment of permanent bases for 
US troops in Austral ia .  Despite this commitment, Australia's contribution 10 
the a l l iance and the Un i 1ed  States' pivot is significant primarily for its sym­
bolic i m portance. As Dupont and H intze ( 20 1 1 )  point oul. "given lhe fire­
power a1 1 he  d isposal  of China and the United States, a handful of Aus­
tralian submarines-even nuclear powered-would make little strategic 
difference'"  ( 7 ) .  Nevertheless.  c lose ties wilh the United Slates and 1he se· 
curity guarantee tha1 impl ies  continue to enjoy widespread popular suppon 
in Austra l ia .  1 "  and t h i s  support helps to explain why generations of Aus­
tralian pol icymakers have fel t  i t  necessary 10 "pay the insuram.-e premium" 
by part ic ipat ing in  the Korean. Vielnam. and two Gulf wars and the contin· 
uing confl ic t  in  A fghanis tan .  As  David Uren ( 20 1 2 )  has pointed out. lhe 
United Stales has often reminded Auslralian leaders in fairly brutal and di­
rect terms just what i s  expected of them. particularly in any possible con­
llict wi th China  over Taiwan. 

Al though occasional m issteps have been made. and some leaders have 
been more enthus iast ic aboul close ties wilh the United States than others. 
the general c om m itmen1  to 1he relationship has been overwhelming and 
needed l i t t l e  cu l t i vat ion by lhe Uni ted States. On the con1r.1.ry. Aus1ralian 
leaders have often gone to extraordinary lengths 10 reassure 1he Uniled 
States of  1he i r  conl inuing fealty-a 1radition recen1 prime minister Jul ia 
Gil lard has done nothing 10 change. On the conlrary. Gil lard (201 1 l made a 
point of fu lsomely  reassuring the United States of 1he impor1ance she at­
laches 10 the a l l i ance and continuing close ties. One of 1he mos1 significan1 
consequences of  th i s  relationship as far as Chinese policymakers are con­
cerned is  not s imply  i ls  slrategic consequences-tangible and alanning as 
!hey mighl seem to be-but the impor1ance 1hat Australian leaders have al-
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tached In having the United Stales i11.1tit11f/011,if/I ,,n�·ag.,-d in the region. 
This pancrn shows no sign of d iminish ing and i �  \11w tha1 11�1� m;ijor impli­
cations for China 

Shaping the Region 

Australia is famously a country that secs i t se l f  as . . pu 1Khing :ibove its 
weight" in foreign policy lcnns. Fonner Austr;i ! ian Lahor Party foreign min­
ister Gareth Evans is .  perhaps. the most prominent  advocate o f  th i s  view 
(Evan.� and Grant 1 99 1  ). and it was certainly a feature of his  and the Hawke­
Keating Australian Labor Pariy governments" periods in  office .  The contrast 
with China in this regard. then and now. i s  s tr ik ing .  A l though Austral ia is 
plainly a "middle power" with a l imited capac ity to i n fluence the wider in­
ternational environment. its policymakers have played a surpri.� ingly promi­
nent role in shaping the region's institu1ional architcciurc (Cooper, H iggott, 
and Nossal 1 993).  In this case. of course. 1hc region i n  question is  Asia Pa­
cific because. despite Gareth Evans"s bes! efforts to redefine the very nature 
of 1he region and Australia's place in  it, I.'> Australia is  s imply not part of East 
Asia. This underlying. inescapable geographical rea l i ty  helps to expla in the 
continuing importance many Australian policymakers have attached to de­
veloping an inclusive Asia Pacific inst i tut ional architecture i n  which Aus­
tralia would have a legitimate part (Camilleri 2005 ) .  

Australian policymakers have  a longer trad i t ion than 1he i r  Ch inese 
counterparts of being part of the international ins t i tu t iona l  i n frastructure. 
but such caveats notwithstanding, their re lat ive contr ibut ion to ins t i tution 
building in Asia Pacific is 4ui1e remarkable. For example, Gareth Evans in 
collaboration with his Canadian counterparl, Joe Clark, in i t i a l ly  s uggested 
establishing an Asia Pacific conference on security and cooperation at the 
ASEAN Post-Ministerial Conference in 1 992 .  This proposal was taken up 
and eventually culminated in  the establ ishment of the A R F. As E mmers 
(2003) points out. establ ishing a body like the ARF was potent ia l ly  appeal­
ing for ASEAN's leaders because a subregional  approach to security 
seemed outdated in a pos1-Cold War context. and-more important ly for 
our purposes-because it seemed to offer a way of engaging w i 1 h  China 
and posii.ibly managing i ts rise. The point to emphasize here i s  that  Aus­
tralian officials played a crucial entrepreneurial ro le  i n  he lp ing to develop 
what is still the region'!> most important regional security forum .  despite al l  
its well-known shoncomings (Beeson 2009a: Emmers and Tun 2 0 1 1 ) . 

Thi� organization was not the only one in which Austral ian policymak­
eri. played a prominent role, nor was it the only one that had a d i rect impact 
on China. As we saw in Chapter 3 ,  APEC emerged from a long process of 
international interaction in which Australian officials ,  businesspeople. and 
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even ;11.:adcmic �  p luycd a large part. Indeed, prominent academics such as 
Peter Dry�d;1 h :  ; 1 1 1d Ross Garnaut ( 1 989. 1993) did more than most to lay 
out u markct-oncnlcd blucprinl for regional integration, even if ii was one 
1hal often fe l l  un deaf cars ( H iggolt 1 99 3 ) .  What was of greatest signifi· 
cancc about Aus t ra l i a ' s  subsequent APEC init iative from a Chinese per· 
�pectivc w<1s t ha t  the putat ive organization also included both Hong Kong 
and. even more controversially. Taiwan-even if the lauer was included as 
··Chinese Taipei" to accommodate sensi t iv i t ies on the mainland. APEC has 
prov ided an important venue for China's diplomats 10 become accustomed 
10 opera t ing in  m u l t i l ateral forums. Moreover. from APEC's inception, a 
number of influent ia l  Chinese scholars recognized its potential for securing 
market access i n  North America and generally embedding China in lhe re­
gional economy. 

Despite A PEC's rather modest record of aclual achievement. and a pro· 
liferation of proposals for other inst imtional init iatives around the region, 
Austral ian pol icymakers have continued to try and influence the direction 
of regional development .  The most ambitious recent effort in this con1ex1 
was former pr ime m i n ister Kevin Rudd's proposal for an organization 
called the As i a  Pacific Communily. Al though his proposal has failed to gain 
traction in a region thal jealously guards ils independence and claims to 
leadership (Ca l l ick  2 0 1  Ob),  Rudd's in i t iative is significanl and revealing in 
the context of S ino-Austral ian relalions. The key feature of the Asia Pacific 
Communi ty as far as Rudd was concerned was lhe inclusion of the Uni1ed 
Stales. Not on ly  would US inclusion give the region a more expansive Asia 
Pacific ident i ty.  bu1 i t  would keep the Uni1ed Siates insti1u1ionally and. by 
implicat ion. strateg ica l ly  engaged in the region. Rudd has played a major 
role in champion ing th i s  sort of inst itul ional engagement as parl of a re· 
newed commi tmenl  on the part of the United S1a1es 10 the Asia reg.ion 
(Sheridan 20 1 1  ). Al the very least. Australian policymakers can claim to 
have encouraged the i r  US counterparts 10 rethink their priorities and the 
amount of at tent ion they g ive  10 East Asia. This development is squarely 
aimed at Ch ina ,  despi le some of 1he predictable pro1esta1ions to the con· 
lrary. With friends l ike  these, some Chinese officials may be forgiven for 
think ing. who needs enemies? 

Chinese Perspe c tives o f  Australia 

Bi laleml re la t ionships necessarily have influences and consequences on 
both s ides .  As the  resource trade has grown between Australia and China. 
Austra l ian scholars and policymakers have 001 been the only ones 10 take a 
greater interest in 1he relationship. In China. 100. interest is growing in the 
relat ionship as a consequence of its securily impl il'lllions, both resoun:e se-
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curity and !he more tradilional variety with whid1 Au� tral ians  have tended 
10 be preoccupied. Despite 1his growing intcn:st . one can fa irly  :-.ay that the 
relationship is nol always wel l  understood in China . and th i s  m i sunder­
standing. has created possibly avoidable problem:-. at t imes .  Certainly. 
among the general public a perception can be found that A u:-.tral ia benefits 
disproportionately from the relat ionship and l in le apprec iat ion ex ists of the 
fac1 that !he resource trade is actually domi nated by fore ign  mul t i rrntional 
corporations (Beeson . Soko. and Yong 201 I ) . Within the scholarly and pol­
icymaking communities. a pred ictably wide range or  v iews  are represented. 

Generally speaking. most of the Chinese publ ic  and non-Austral ian 
studies specialists are quite puzzled with Austra l ia 's  behavior and its subor­
dina1e role to the United States. 1 6 Chinese commentators be l ieve that the 
unre.�olved tensions between Austral ia 's  securi ty a l l iance w i t h  the Uni ted 
States and its economic partnership wi th China in part icular arc damaging 
Australia's national interests rather than preserv ing them (Zhan 20 1 1 ) . As a 
result, many Chinese scholars have concluded that Austra l ia  does not actu­
ally have an independent foreign policy. This conclusion may also explain 
why Australian studies remain on the marg ins  of  the research agenda of 
Chinese academia. What we can say is that some of the hopes and expecta­
tions that were associated with the initial inauguration of Kev in  Rudd have 
faded. The idea that the Sino-Australian relationship might  stand as a model 
of the way countries with different systems migh t  manage the i r  relations 
ha� not been realized. On the contrary, many Chinese experts have reverted 
to a more realist stance when thinking about the S i no-Austral ian relat ion­
ship and its future prospects (C. Gao 20 1 3 ) .  

Conclusion 

Perhaps the most striking conclusion to draw from the evo lv ing S ino-Aus­
tralian relationship is one that has relevance and impl ications for a l l  China's 
regional relationships: China\ growing economic importance to  A ustralia 
has not in and of itself been of sufficient importance to  change A ustralia's 
traditional foreign policy sellings. True, the re lationship between China and 
Australia is taken a good deal more seriously by both s ides than it ever has 
been before, but this ii. not saying a great deal. Unt i l  surpris ingly recently, 
Australian policymakers were so wedded to the ideological r igidi t ies of the 
Cold War that the idea of "normal" relations wi th  China was s imply un­
thinkable. Even now many of Australia's policymakers have d i fficulty sep­
arating Australian national interests from those of the United States. But as 
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Au�tml ian m;adcmic Hugh White ( 20 1 0 )  has poinled oul  in an influential. 
percept ive .  but not un iversal ly  well received essay. "the al l iance wil l  only 
surv ive for a� long as the US role in Asia serves our interests. and that is 
something. we can no longer lake for granled" ( 5 3 ) .  

Such v iews arc s l i l l  seen  as heretical by many commentators. bu t  they 
reflecl a growing. recognition that China's continuing rise-especially at a 
1ime of what looks l ike  al least relative US decline-will inevitably change 
the strategic contex.1 wi th in  which Sino-Australian ties are embedded. At a 
time when a seem ingly permanent decline has also laken place in the inci­
dence of in terstate warfare, questioning the utility of al l iances forged in an 
earlier, more geopol i t ical ly fraught era is no longer unthinkable. In such cir­
cumstances, one might  ex.peel that China's charm offensive might have 
begun lo do its work and convince Austral ia 's  policymakers aod public 
alike that they rea l l y  have less to fear from a newly ascendant China. Up to 
a point i t  has. Publ ic  opinion about China is increasingly favorable. even if 
widespread s u ppon st i l l  ex ists for the Austral ian-US al l iance. too. 1 7  And yet 
China's recent actions i n  the reg ion, especially the South China Sea, have 
undone m u c h  of the posit ive i mpact of earlier diplomatic efforts. Many 
stralegic ana lys ts  fee l  v indicated, and China's actions have encouraged 
those who argue that Australia must look 10 its own defensive capabilities if 
it is  10 ensure its continuing strategic independence. 

For our purposes the finer points of the debate over Austr.dia·s security 
posture are of less s ignificance than is China's role in fueling the various 
camps w i t h i n  the A ustra l i an debate. This book is. after al l .  about Chintst 

fore ign policy. and Australia's place in this context is what is really signifi­
cant here. As a grow ing number of Chinese observers are coming 10 realize. 
Chim1's regional policies can have negative consequences and actually make 
pursuing perceived national in1eres1s more difficult. Plainly. China would 
like the U nited States 10 have a less prominenl and substanlial military pres­
ence in  its i mmediate neighborhood. And yet Chinese policy has brought 
about precisely the opposite and encouraged l'Ountries such as Australia-or 
intluential  voices within the policymaking establishment. al leas1-to take a 
much more hawkish attitude and to reinforce its ANZUS commitmen1s as a 
consequence. What is true in Australia is also true of many-perhaps most­
of China's  other bi lateral panners in the region. If China canno1 get this re­
lationsh i p  right g iven its overwhelming economic importance to Australia. 
which relalions can it  manage successfully'! If it cannot manage bilateral re­
lations, whal hope is there for China on the global stage where it is increas­
ingly having to play a role in keeping with its growing economic and strate­
gic presence'! I t  is to this question that we now !Urn. 
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Notes 
This chap1erdraw1' on Beeson and Li ( ::!0 1 2b l and lkC1'011 and Bon� ( 1 0 1 2 ) .  

I .  For Chinese \'ic"·s of Austral ian foreign pol ic� h i'i lor� . '<.'c Wang Shim ing 
(2003) and Zhang Qiusheng ( 2002) 

2. For example, !he vice president of the China N.ilional Comn1 1 1 1cc for Pacific 
Economic Coopcra1 ion Wu Zhenglong ( 2 0 1 2 )  1'Uggc-.1cd 1h a 1  ! h e  ' la t ion ing of US 
lmop1' in Auslralia was s imply an inappmpriah: thmwbat·k to a hygonc crn. 

J. Currently a major debate i s  rag ing in  Aus1ra l ia  about whclhi:r-m1<l why­
lhe in\'C1'tmcnt 1'Urgc may h;we declined. Sec Chamber' and li11'l.cr ( 2 0 1 2 ) .  

4. "Slruclural adjuslrncnf' i1' a shorthand for ''ch:mgcs i n  the v .  ay goods urn.I 
service1' are being dc\'clopcd. designed. produced and dis 1r ibutcd" ( R u igrok and van 
Tulder 1 995:  2). We would aho add ··changes i n  the m i x of goods and scn•ice� 
wilhin any economy:· Either way. t he po in l to stress i s  t lrnl wh i le much of !his 
proces� is determined by independent firms within the pri vate �l!ctor i n a country 
l ike Australia. this process also has m;ijor pol i l ica l  ramificat ions lor leaders who 
mu�t auempt to manage lhe social con•m.iucnces of �uch chml!,!CS. 

5. Auernpts by a consortium of Chinese investor., to  buy Cubbie Station. a mas­
sive muon farm with major waler en1itlemen1s. sparked a heated deb:itc about Aus­
tralia's national interest and comrol of vital resources. See L. Wilson ( 20 1 2 ) .  

6. The mining sector on l y employs a l i ne more t h a n  2 percent of 1 he workforce 
and pay� an effective tax rate of about 1 4  percem on the induslry\ gro)i.S operating 
surplu�. compared to the theoretical company rate of JO percelll (R i chardson and 
Denniss 20 1 1 ). 

7 .  Notably. Australia 's neasurerWayne Swan ( 20 1 2 )  accused powerful "vested 
interests .. in 1he mining seclor of hijacking the debate over t:ixa1ion pol icy in partic­
ular. In a related development, mining magnate Gina Rinehart has attempted 10 gain 
control over prominenl media outlels, prompting fear� 1ha1 1he mining sector would 
use ib wealth to shape lhe public debate in ways that mighl damage democracy in 
Au�nalia. See Gratton and Simpson (20 1 2) . 

8. Significantly. 1his posi1ion has been endorsed by some of Au�trnl ia "s mosl 
influemial foreign policy cornmemators. See Sheridan ( 20 10 ) .  

9. lnteres1ingly. more evidence of such a shifl and 1he benefits of in1erdepend­
ence can seem lo be found in China·s rela1ionship with Taiwan. Sec S .  Chan (2009). 

IO. We should n01e lhal such concerns are nol confined 10 the more obvious mil­
i 1ary aspech of !hi� process, eilher. Part ly as a consequence of advice from the 
United States. lhe Australian govemmem refused permi�sion for the Chine�e com­
pany Huawei to par1icipate in lhe mlloul of lhe muhibi l l ion-dollar nalional broad­
band network, because of foars aboul cybcr-e�pionagc (Maley and B ingemann 
20 12 ) .  

1 1 .  Nol on ly has Au�tralia been al the forcfrolll of I Ty ing to deve lop new re­
gional economic organizations. such as APEC, but it has also played a key role in 
developing regional security organization� such a� lhe ARF. See Emmcrs ( 2lMJJ). 

12. Japan i� the most imponant eitception in this regard as i t shares bmh a close 
11tn1tC'gic relalionship with the United Slates and �imilar uncertaint ies about i ts place 
in tffi: region. See Beeson and Yushimabu ( 211117 J .  

l :t China\ official policy pu�ilion i� thul China wi l l  never seek hcgcnmny or a 
Chinese sphere of inlluem:e. Sec Information Office of lhc Slale Council ( 20 1 1 ). 
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14. Scvc11 1 y - four percent of Australians support the establi�hmcnt of a perma­
nent h;p;e 111 Darwin.  part of a more general pattern of support for the alliance. See 
Han�on (2 () 1 2 )  

1 5 .  Evam �uggestcd that thinking o f  Australia a s  being a t  the center o f  an East 
A�ian hem i\phae would be more appropriate, and he literally tried to redraw the 
map co achieve ch is  end. See Hiebert ( 1 995). 

16.  During the authors' fieldwork in China in late 20 1 1 .  questions about che mo­
t ivation and mtenc of  Australian foreign policy after the US pivot were ubiquitou�. 

1 7 .  Seventy-five pen:cnt of Australians think China's rise has been beneficial for 
Am.traha ccononm.:ally, but 65 percent abo think China seeks to "'dominate Asia." 
Auscral iam arc evenly d ivided about whether Aumalia should auempt to cooperate 
with other countrie� co contain China's influence and about whether the United 
State� should "give China a larger say in regional affairs" (Hanson 20 1 1 :  1 0). 



9 
A Regional 

or Global Power? 

In th is  book, we have  been  pr imar i ly  concerned with exploring China's 
relations wi th  those countries with which i t  shares an immediate border or 
where i ts  territorial c la ims overlap with those of 01her s1a1es. In essence 1his 
focus has led us  to look at China as an Asian or a regional power. However, 
1he real i ty is that  China has rapidly become so powerful thal it!i sheer mate­
rial weight and the growing ambitions of ils foreign policy el ites mean 11ta1 
it increasingly sees i tself as a global power, even if  its foreign policy otTi­
cials are somet imes somewhat bashful about actually saying so. By con­
trast, much of  the scholarship and popular commentary that has emerged 
from China recent ly  is  preoccupied with China's growing international role 
and what th i s  role may mean for its place in the world. 

The new generation of Chinese leaders has become more confident 
about promot ing a Ch inese v ision of the future domestic and international 
order. X i  J inping and his new Politburo Standing Commiuee colleagues vis­
ited the symbol ical ly i mportant National Museum of China in late Novem­
ber 20 1 2  during which Xi  made a speech about China's long-term goals. Ac­
cording to  h i m .  rejuvenat ing the Chinese nation remains the overarching 
goal, and patriot i sm is  the key to achieving it. Though Xi 's speech was pri­
mari ly for domestic consumption. the significance of the "Chinese dream" is 
lhal i i  i s  indicat ive of China's growing ambitions and desire to assume a 
higher international profi le .  S imilarly capturing this mood of expansive na­
tional renewal  and assertion, Wang Yiwei t20 1 3 )  writes in the Glob<JI Tim�s 

that as a world power. China not only needs to realize its modernization, but 
also needs to help other less developed countries to realize theirs; China's 
peaceful development 1hus takes on global significanl."C. 

Wri t ing in the CPC's official  news website Renminwang, Liu Jingbei 
(20 1 0c )  c la ims that China has already made the transition from regionaJ lo 
world power. China,  the argument goes. is already recognized as such be­
cause of  its presence in  key institut ions such as the United Nations. the 

185 
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streng th of ils economy. and the g rowing i n flUl' l ll'"-' l 'f 1 1 .' rn l t u rc and eco­
nomic praclices. Liu believes 1hat  w i l h i n  l h i rty y1..·ar:-. 1 iml' .  Ch i na w i l l  dom­
inate the world system. Of (:nurse . not C\"cryonc .-.h <m':-. t h i ..,  \ · i 1..·w .  The fa­
mous l iberal econornisl Mao Yush i  ( 20 1 2 ) sugg1..· :-. 1 .-.  1 ha 1  Ch i n;i i s  nol 
qual ified to be a global power because i t s  pol i t i<:s n:ma i ns uuthori lar ian.  be­
cause i t  has made no recent contribution to gloh:i l  1.· i v i lii·a t i on  o f  nole.  and 
because i ts system is not as w ide ly admired as Liu 1.· l :i ims .  1 The key point to 
make. perhaps. i s  that a l though domestic v iews about Ch ina ' s  s ign i ficance 
are inevitably changing as a resu l t  of  i t s  material  transformat ion.  the nature 
of such views is far from uniform or pred ictable .  Analysis  such as ourselves 
who represen l internal and ex ternal perspect i v es have an  eq ua l cha l lenge 
coming to any defin i t ive sl:Uement about Ch i na 's fu lure prospec ts . 

Allhough our principal focus in l h i s  book has been on Ch ina  ·s regional 
role. as we saw when we d iscussed Asia Pacific and lhe role of  the U nited 
States. th ink i ng of such policies in isolation is  s imply not poss ib le .  Even if 
considering China's policies toward Southeast or Centrnl Asia .  for example. 
as separate and distinct in some ways, and driven by subt ly d i fferenl prior­
ities and dynamics. may still make sense, pol ic ies toward all regions are 
clearly O\'erlaid by a wider set of in1ernational re la t ionships (Suzan and 
Waever 2003). Whe1her we are discussing great power r i va lry in Central 
Asia or the role of the South China Sea in  reconfigur ing Southeast Asia's 
relationships with the Uni1ed States, we can see that regions are pla in ly sus­
ceptible to global influences at limes. Consequently.  i n  this concluding 
chapter. we give more explicit consideration to the wider context in which 
specific regional relationships are embedded and consider what th is  global 
contexl may mean for China's overall foreign pol icy pos i t ion .  One of  the 
questions to consider here is  whether an inherent tension e x is ts  between 
China's regional goals and the increasingly global role i t  i s  seeking or being 
expected to play. The answers to such questions are necessari ly teniat ive 
and speculative but given their importance and po1ent ia l  to  feed back into 
regional and even domestic policies, they demand everyone's anen1ion. 

China's Growing Global Presence 

Clearly, one of lhe mosl important influences on China's  recent develop­
ment has been ils engagement with lhe international system .  More specifi­
cally, China's political. economic, and even social structures have been pro­
foundly reconfigured by the growing integration with external forces that is 
often subsumed under the all-encompassing rubric of "globalization. "2 Un-
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�ati�f<u:tory a\ t h i -.;  h.:rm 1s, i t  does capture something important about the 
contemporary era and the degree of transborder interconnectedness that 
seems to ch <1rac tcr i1,e the contemporary global political economy. While it 
nrny be true that the degree of economic interdependence that exists today 
may not be ent i re ly  unprecedented or necessarily guaranteed to survive ei­
ther repeated financia l  crises or escalating geopolitical tensions (H irst and 
Thompson 1 996: J ame s  200 1 ) , modern China's involvemenl in such 
processes ix unprecedented and continues to exert a palpable influence. The 
starting point for th ink ing about China's future role in the international sys­
tem. therefore , i �  one that recognizes just how profound an influence global 
forces have e xerted on China's  domestic sphere. 

We should remember that China's reemergence as a pivotal part of 1he 
global economy has been primari ly a consequence-ini1ially. at least-of 
its own act ions .  More specifical ly,  the critical decisions and initiatives of a 
number of ind iv iduals-in particular Deng Xiaoping-led to the integration 
of the Chinese economy wi th  the wider world. In the age-old debate about 
the re la t ive  i mportance of structure and agency in driving development 
(Underh i l l  and Zhang 2005) ,  therefore, agency sti l l  clearly counts for a lot. 
Decis ions may be made in a constrained, historically contingent institu­
tional env ironment ,  but  at particular moments individuals can play a critical 
role in shap ing  nat iona l  responses to changing circumstances (Campbell 
2004: S. B e l l  20 1 1  ) .  In t h i s  context. one can hardly overstate the impor­
tance of  Deng ' s  i n fluence and his determination to push on with a reform 
process that would have profound domestic a11d international implications. 

Although no one could have foreseen quite how rapid or consequential 
the changes unleashed by China 's  opening-up would actually be, Deng's 
heirs must not on l y  deal wi th  the undoubted benefits of global integration 
but also the profound cha l lenges such processes bring. Some of the prob· 
lems China faces are universal: How can states manage economic develop­
ment and adjus tment  in an era when the capacity of the stale is apparently 
being undermined by economic processes and regulatory arrangements that 
are increas ingly trnnsnational in nature (Cerny 19Q5. �OI O)'? This problem is 
one all states face as they struggle to deal with the practicality of governance 
at a time when the internal architecture of the slate itself may be partially re­
configured by the  ex i gencies of transnational cooperation (Jayasuriya WO! ;  
Brenner 2004) .  China's  accession 1 0  !he WTO was. perhaps, the most impor­
tant i l lustration of the costs and benefits of international integration and co­
operation. In order to gain admission to the WTO. the Chinese go\lemment. 
without doubt ,  had to  make major concessions and changes to its internal 
political practices and governance structures. As we now know. lhe payoff 
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has heen immense: not only did WTO acccssi(ln con�olidalc China 's  posi· 
tion as a major trade huh and invcsrmcnt l <l Q! l' I .  but i 1  he lped to snuff out 
residual domestic opposition to the larger reform process 

And ye1 as the rise and fa l l  of former Chongqing party secretary and 
polilburo aspirant Bo Xi la i  reminds us.  the cvo lu tmn of the poli t ical 
process in China remains complex and uncerta in  ( Andcrl i n i  20 1 2 ) .  While 
we may never know the complete story of Bo's sudden fo l l  from the pinna­
cle of power. pol itics clearly remains contes!cd, and even ideology can sti l l  
play a part in China's internal strugg les.  The apparen t ly  grow ing  presence 
of the ··New Leff' in China serves as a reminder  that not e veryone in  the 
People's Republic is happy wi th  the direction o f  cconornic and poli t ical 
change (Spegele 20 1 2 ) .  True. some of th i s  unhappiness  may be manipu­
lated by those seeking personal pol i t ical adv:incement .  hut i t  i s  a revealing 
crack in the general ly monol i th ic  pol i t ical  fac.:ade. neverthele .�s .  The key 
question for China\ governing e l i tes is whether they can cont inue to man­
age an enormously complex process of structurnl change i n  the  economy. 
especially in the face of a potent ial ly severe domestic or global economic 
slowdown. 

Of course. knowing what course China's economic development wi l l  fol­
low in the future is impos�ible. but a number of  points are worth making. 
Firs!, whatever problems China may current ly be e x periencing, i ts  achieve­
ments remain historically unparalleled in their  scale and speed: this unam­
biguous malerial reality wil l  remain the most important structural change in 
the global economy for the foreseeable future. China has famously become 
the world's second-biggest economy, its largest e xporter, and i1s single 
biggest manufacturer in the space of a few decades: these acheivernents re­
main astounding, even �et against all of world history ( World Bank/Develop­
ment Research Center of the State Counc i l  20 1 2) .  Even i f  i t  all goes wrong 
and worries about overinvestment, real-estate bubbles. and financial fragility 
prove 10 be well founded (Walter and Howie 201 l ) ,  China is  no! going back 
to being a peripheral agrarian economy with l i t t le  impact on, or s ignificance 
for, the res! of the world. On 1he contrary. for better or worse . China\ econ­
omy will exert a growing influence over the rest of  the world and the eco­
nomic prospects of all its ci t izens. The 4uestion is, of course. how wi l l  this 
influence manifest itself and what will China's leaders seek to do with it? 

Putting Its Mouth Where Its Money 11? 

Ai. we have seen in our discussions of China's regional re lat ions, the chal­
kngr fur all China's neighbors has been coming to terms with a stale th:1! 
halo always bren historically l>ignificant in one way or another, hut which 
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has suddenly  become a key determinant of national economic well-being. 
As we explained in 1hc preceding chapter, no country bener illustrates just 
how difficull  accommodating China's rapid rise and the transformation of 
1hc region's pol i t ica l  economy can be than Australia. Certainly, increased 
Chinese demand is a good problem to have in some ways. and no doubt 
Austra l ia  in p<i r t icu lar  has unt i l  recently been relatively immune to global 
economic downturns as a resul t ,  but structural change can obviously precip­
itale pol i t ical real ignments,  too. Even in a mature democracy such as Aus-
1ralia. a dramatic sh i ft i n  the relative importance of particular sector.; of the 
economy has been responsible for a concomitant reordering of political 
power and i n fluence.  I f  Austral ian polit ics can be affected by China's rise 
so dramat ical ly, how much more s ignificant is the potential impact likely lo 
be on countries w i th  more britt le political structures? This question is espe­
cially important when  we  consider that in the future, China's impact wil l  
possibly-even l ikely, a l l  other things being equal-not be confined 10 its 
immediate region. 

Thus far, China's efforts to exploit  i ts latent economic and political in­
fluence have been rather c i rcumscribed. For much of the last several 
decades, Ch ina ' s  leaders have been preoccupied with reassuring their 
neighbors and the world that the impl ications of China's rise are entirely 
benign. Recent ly. however. things have begun to change. The most visible 
and dramat i c  express ion  of th i s  sh ift i n  national sentiment and strategic 
thinking in Ch ina  has been seen in  the maritime disputes that threaten to 
destabi l i ze the  en t i re East Asian reg ion. Japanese nationalists arc no less 
impassioned and d i ff icu l t  to  control than their Chinese counterpans. but 
more sober observers in Japan also recognize the enonnous po1ential dam­
age 1hat might  be done to  the investments in China of major corporations 
such as Toyota and Sony. The tensions have been made more dangerous and 
difficult to resolve by the weakness of the political class in both countries 
as they struggle wi th  leadership transition. contestation, and questions of le­
gi1imacy (Spegele .  Burnes. and Hayashi 20 1 2).  

Also becoming evident is  thal China's desire to be taken seriously as an 
internat ional  actor remains hostage to domestic pol itics and nationalist 
forces.  This poss ib i l i t y  was ev ident when senior Chinese officials felt un­
able to auend a m ajor meeting with IMF and World Bank otlicials on inter­
national f inanc i a l  management in Tokyo. Despite 1he potenlial importuce 
of this event .  wh ich  occurred in the midst of 11 drawn·ou1 in1emational fi. 
nancial cr is is .  key Chinese officials such us China's central bank governor 
Zhou Xiuochuan fe l t  they could not participate (Back and Davis 2012). The 
inabi l i ty  of China 's  leading policymakers to separate domestic constraints 
rrom their growing international responsibilities w11.s widely Sttn 11.S damag­
ing the country's long-tenn leadership aspirations and eredibili1y. 
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While China's re lationship wi th  Japan i s  pcrliap-.. 1hc nwsc vol;nile and 
difficult of any on the current geopol i t ical  hor inm. the re !al iomhip with the 
United Stales remains the most important and �.-mhkmat ic  of the shift to a 
more glohal posiure on China's part. Opt im is t'.'>  might  ;irguc that both sides 
in this relationship recognize how much they act ual l y  hcncfit from the 
growing interdependence that locks the Un ited Statl'' and China in such an 
unlikely embrace. And yet ··china bashing" never goes out of fashion in the 
Uniled Slates: Min Romney's campaign pledge to declare China a "cur­
rency manipulator" on his first day in  office was just one of the more ex­
treme versions of a well-worn electoral trope (Luce 20 1 2 ) .  However, many 
in China think the United Stales has the most enduring record of  currency 
manipulation. Whether by uni latera l ly  abandoning the extant  in ternational 
regime in the 1 970s, by compel l ing other states such a.� Japan to accede to 
its wishes in the 1 980s. or by more recent ly adopting a pol icy of "4uantita­
tive easing," which many see as a way of putt ing downward pressure on the 
US dollar i f  not deliberately stoking debt-reducing inflat ion, Washington is 
culpable according to many Chinese observers. ·1 

China's leaders are also increasingly conscious o f  the ir  e xposure to the 
US economy and !he decisions of US policymakers. Ch inese premier Wen 
Jiabao 's withering critique of the US subprime mortgage cr is is  is  a glaring 
reminder of just how much has changed in the international pol i t ica l  econ­
omy. Wen claimed that the crisis had been caused by "excessive e xpansion 
of financial instiiutions in blind pursuit of  profit. lack of  se l f-d isc ipl ine 
among financial institutions and rating agencies [and I the fai l u re of finan­
cial supervision and regulation to keep up wilh financial innovat ions which 
allowed !he risks of financial derivatives to build and spread" (4uoted in 
Teti and Edgecliffe-Johnson 2009, online version ) .  

Many of China's growing army of netizens are  equa l ly  cr i t i ca l  of their 
own government\ policies for supporting what they see as i rresponsible US 
policies that have a negative impact on China.  Cri t ics i n  China have been 
quick to admonish the government for a l lowing loss-making US invest­
ments to occur when many in China remain far from wealthy ( A nderl ini 
2009). Indeed, in one of the great paradoxes of Sino·US t ies ,  what i s  s t i l l  in 
some way� a developing coun1ry is  lending money to one of 1he world's 
richest so that i t  may put off what many consider to  be an overdue, in­
escapable process of adjustment to its changed circumstances. And yet de­
spile this dramatic transforma1ion in the relative standing of  both China and 
the United States, the continuing reali ty is  1hat China's pol icymakers have 
l imits to what they can do when either i s  exerc is ing an i n fluence over the 
international syMem or radically changing the conslituent parts that were 
establ ished under US auspices and tha1 arguably s t i l l  work to  further 
broadly corn.:e1ved US interests ( Konings 2009). 
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Some imporlanl  ind icators of possible change are visible in the key in­
�1i1utions I hat approx imate "global governance." China's increased share or 
1he vole in the World Bank and the I M F, and the appointment of Justin Yifu 
Lin as ch ief  economis t  at the World Bank were both important signs of 
China's growing i n fluence.  S ign ificantly, however, the top jobs at the Bank 
and the I M F  have cont inued to go to Americans and Europeans a<1 they have 
1radi 1 ional ly done,  and the B R ICS nations have thus far displayed only a 
limited capac i ty to turn their  new grouping into either a tangible expression 
of a new internat ional  order or to  develop a significantly different policy 
agenda that marks a deviat ion from "Western" orthodoxy (Blackden 20 1 2). 
True. the Washington consensus may not exercise anything like the influ­
ence it once did as a consequence of repeated economic crises in the heart­
lands of neo l iberal  cap i ta l i sm,  but as we have seen in earlier chapters, 
China's ab i l i ty  to  translate its growing material weight into real influence, 
let alone "soft power," i s  s t i l l  a work in  progress at best. 

Can Rivals Cooperate? 

Many observers-espec ia l l y  i n  the Uni ted States-think that. if current 
economic trends cont inue ,  China w i l l  inevitably become more influential 
and trigger a growing competi t ion with the United States as it goes in10 fur­
ther relative dec l ine .  Even more pointedly, perhaps, Aaron Friedberg (20l I )  
argues that " t h e  not ion  that China's par1icipation in international institu­
tions is  he lp ing to  · soc ia l i se '  i ts e l ites and to bring 1hem around to what are 
essent ia l ly  Western l iberal internationalist ways of thinking about world 
pol it ics smacks of self-congratulation. i f  not self-delusion" {54). Friedberg 
is one of lhe more pess imist ic commentators on S ino-US ties. but he is far 
from alone. nor are such v iews confined to the United Stales. On the con­
trary. one can find s im i lar views being expressed in China i1self. Although 
the offic ial  v i ew  is that U S-China relations contain fea1ures of both cooper­
a1ion and compet i t ion ( X .  Chen 20 1 0: H. Yang 20 1 21 .  01her observers. such 
as Yan Xuetong of  Tsinghua Universi1y, believe 1ha1 with the narrowing of 
the power d i fferences between China and the United States in the next ten 
years . conflict  and confrontation are inevitable. In this reading. China and 
lhe United Stales have to give up the i l lusion that they can build a coopera­
tive relat ionship based on trust ( Yan and Qi 20 12 . ).4 

Despite the low levels of trust thal exist between the United States and 
China (Liebenhal and Wang 20 1 2) ,  the good news is that a growing number 
of inst i tut ional ized points of contact are developing between the two coun­
tries, which-in theory, at least-should stabilize the relalionship and min­
imize m i s u nderstandings. The bad news is that mutual suspicion and a 
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growing number of poinls of friction an: ramping u p  IL'm1011.� be tween 1hc 
two strategic rivab. Whether it  is potent ia l ly  c x p t o � i n : .  �cc m i n g l y  irrecon­
ci lable territorial claims. fears about ct:onom ic prac t i ces or industrial espi ­
onage, or concern about the impact of China\ ri�c on l i be ral va lue.�. com­
petition between two such different states i s  generat i n g  w idc:-.pread anxiety 
and misunderstanding. For some influential U S  observers. no substitute can 
be accepted for US leadership if democrat ic  trad i t ions arc to he preserved at 
an international level. let alone expanded ( Kagan 20 l 2 ) .  

Whatever one thinks about t he  cont inuing claims o f  U S  cxccptional ism­
or its Chinese equivalent for that mancr-the management of  the S i no-US re­
lationship is cri1ical for the rest of the world, too. The s ign ificance of this pair­
ing. which some have dubbed the G2 (Bergsten 2008) .  is  arguably most 
evident in the struggle to respond to that most implacable of all interrrntional 
threats: climate change. The United Nations-sponsored c l imate change nego­
tiations that took place in Copenhagen in 2009 have come to symbolize the 
difficul1y of achieving agreement. much less action . to  tackle what is  arguably 
the mmt imponant common challenge facing the world today. No matter how 
lofty the intentions and the preceding rhetoric may have been. the reality al 
Copenhagen was that the response of individual states remained detem1ined. 
in different ways and to different degrees, by their domestic inst i tut ional, eco­
nomic, and political circumstances and the resistance of  nat ional  actors to 
global requirements and international trends (Christoff 2 0 1 0).  China was 
hardly unique in this regard. but i t  was widely seen as responsible for blocking 
any agreement. While China's obduracy may have had more to  d o  with the 
rather cumbersome and inflexible nature of i ts foreign pol icy making and en­
gagement proces�es (Conrad 20 1 2), the overall message was clear: in the con­
temporary international system lillle of �ubstance i s  l ike ly to  happen i f  China 
is not 111 agreement. 

The implicalions of this poss ib i l i ty  have been on d i sp lay  in other are­
nas, too. China's unwi l l ingness lo support any action againsl  the murderous 
regime of Bashir al-Assad in Syria has seen i t  wide ly  condemned and rein­
forced lhe fears of those who claim that China's  rise w i l l  be detrimenrnl for 
international cooperation. democracy, and normal ive  suas ion ( lg natieff 
20 1 2 ) .  Having said that, we have to remember that  the Un i t ed  S!ales has 
not alwayi. been a champion of l iberal values, e i ther, espeda l l y  where they 
cla.�hed wi1h its geopol itical interests. As we have suggested i n  earl ier chap­
teri.. lhe entire history of East Asian development cannot be understood 
wilhout recognizing the historical importance of US support for authoritar­
ian regimes acro�s East A�ia in parlicular. We should not necessar i ly  expect 
China to sub�cribe to a more demanding internat ional moral order, espe­
cially where ilb norms and values are not even a l igned wi th  its own domes-
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t ic values. I ndeed. "omc .irgue th<it for hoth China and the United States, the 
irnportam:e or thclf  mulual  t ies wi l l  come to outweigh other considerations, 
inc luding " 'global nonn;1 1 ive frameworks" (Foot and Walter 20 1 1 :  294). 

Other:-. 1akc a more pragmatic view and argue that cooperation between 
the United States and China is possible and wi l l  be achieved by satisfying 
China ·s desire for :-. tatus .  As Schweller and Pu ( 20 1 1 )  put it. "the United 
States w i l l  g ladly offer China more prestige. In return, however, Washing· 
ton will expect Beij ing to shoulder greater international responsibilities and 
ohl igat ions. This  ' prestige at a price ' trade-off is. in our view, key to under­
standing the re lat ionship of  a rising power and a declining hegemon" (68). 

Whether China will prove wi l l ing or able to take on such responsibili· 
t ies remains to be seen,  but the omens are not good at this stage. Tensions 
over unresolved territorial c la ims are not all that continue to blight China's 
foreign pol icy:  contradictory economic pressures are complicating the pol­
icy calcu lus ,  too. A.� we have seen, the need to maimain employment levels 
and domestic s tab i l i ty  i n  China's  trade-ex.posed economic sectors leaves 
China l i t t l e  room t o  maneuver as far as the value of its currency is con­
cerned ( B lanchard 20 1 1  ) .  Even the incumbent hegemon has struggled to 
balance compet ing domestic pressures and international obligations. How 
much harder w i l l  f inding th is  balance be for a state with little experience in 
such a role and w i t h  a domestic population that is still clamoring for do­
mestic developmen1? 

Can China Lead? 

Our focus i n  th i .� book has primarily heen on China's regional policies. and 
here i:-. where we should look for indicators about its capacity to play a 
leader.�hip role ( Beeson 2 0 1 3bl .  The reality i� tough: even if we pul to one 
side combust ible issues such as the territorial disputes that at best threaten 
to derail efforts to develop East Asia cooperation, at worst plunge the re­
gion into outright contl ict .  C'hina ·s leadership credentials look rather mod­
est. Certain l y  some advances have taken place in Central Asia, and overseas 
investment is he lp ing entrench Chinese influi:-nce in Africa in particular;1 
but the extent of China's  global int1uencc remains limited. 

One of the most s ignificant hurdles China ·s policymakers face in trans­
lating foreign pol icy ambitions into a1..·tual influence is the absence of dose 
friends and a l l ies .  Lenders need followers. However history judges the pe­
riod of US hegemony. one thing is clear: the United States was not shor1 of 
allies, even friends.  True. many of these all ianct's were the product of a by­
gone era when the very continuing ex.istenct' of indt>pendent capitalist states 
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seemed in ques1ion in some parls of the world .  And d<. :arly.  the behavior ol 
many stales is radically al odds with wh:ll m m.· h m a i n s l n·am in1crna1ional 
relations scholarship would have us  b c l i l· v c :  · ·b: 1 1 1dw:1g o n i n g "  has fre­
quently proved far more aurac t i vc t h:m h<1 l : m 1.: i n g  ( lkcson 2007b) . Bui 
whether one ascribes a greater w i l l ingness 10  a l l y  with the U n i ted States to 
lhe trustworthy nalure of US  dominance.  the emergence o f  more sublle 
forms of balancing. or s i mp ly an eye to the m a i n  geopo l i t i c a l  c hance at a 

time of declining inlerstate confl ic t .  one t h i ng is d e a r :  the U n i ted States' 
domination of the international system has been based upon far more than 
simple malerial predominance. no matter ho w  i n d i s p c n s i b l e  that may ulti­
ma1ely be. As we saw in the case of  Auslralia. some o f  C h i n a 's mosl impor­
tam neighbors have been prepared lo go to ex t raordinary lengths lo  ensure 
thal all iances persist, no maner how remote 1he dangers may be. In this re­
gard. the Uniled S1a1es needs l i t t le  encouragemen t :  1he recent pivot  sug­
gests not only that China's rise w i l l  be contesled and constra ined by the 
United States. but that US pol icymakers are determined to mainta in  their 
primacy for as long as they can. The fact that the Un i ted S1a1es may need to 
borrow lhe money to underpin ils hegemonic ambi t ions may mean that its 
all ies will be expected to make an even greater con1r ibu1 ion to  maintaining 
the s1a1Us quo. 

China, by contras!. can boast no such devoted fol lowers .  Yes ,  China al­
ways has North Korea. but even Chinese commentators increasingly recog­
nize that this relationship is more of a l iab i l i ty  than an asset ( J .  Sh i  20 1 2: J. 
Yang 20 1 3 ). The recen1 dec ision 10 support sanc1 ions against  the North Ko­
rean regime suggests Chinese patience may be wear ing ou 1  ( Dyer 20 1 3). 
However. before we jump to conclusions about Ch ina ' s  prospects, we 
should consider three things. First, whi le some of the more exc i 1able claims 
about China's influence and soft power may be overstaled.  wi thout  doubt 
China is exerting some influence and a growing number  o f  countries are 
looking to China to assist in !heir own development ( J iang 2009)-even if 
the "China model" itself may not be eas i ly  transferrable .  Indeed, many 
commentators point to China's growing i mportance to  the en t i re world 
economy, nol jusl its "emerging" parts ( Wang and Zheng 20 1 0) ,  as evi­
dence of its new significance. Paradoxically, no country i l lus trates 1his sug· 
gestion more clearly than the United States itself. 

Second, China's regional role, let alone any global posit ion, i s  s t i l l  very 
much a work in progress. After all ,  little more than three decades have gone 
by since China's economic revolution began: the Un i ted Stales took far 
lunger to even recognize its own importance to 1he international syslem, let 
alone a11sume a position in keeping with ils in1erna1ional stalus. China's lead· 
ers are s1ill coming to terms with their new position and the expectations-
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both inside and o u t � i dc the country-ahoul what lhey will do wi1h all !he 
power China ha' ;u.:u1mula1ed. As we have taken pains 10 slrcss. no easy an­
swers can he g iven lo lhe questions confron1ing Chinese policymakers. Nol 
only is China's  pos i l ion  as a genuine world power unprecedented, but also an 
increasingl y voci l'erous and varied chorus of opinion is arising about what 
Ch ina should do. Reconci l ing 1hese competing domeslic interesls and opin­
ions is ii cha l lenge in any country, but especially so in a country with limited 
modern experience of international leadership, linle accountability and trans­
parency, and increasingly unsatisfactory mechanisms for determining who 
leads China itself ( Pe i  2006; C. Li 20 1 2).  

Compounding these domesl ie tensions are uncertainlics about what 
role China cou ld  or should play at the intemalional level .  Some observers 
argue that Chinese v iews  of governance remain fundamentally at odds with 
!he current  in ternal ional  order, and that "as soon as China reels confidenl 
enough in its status as a great power. i t  may no longer reel totally obliged to 
comply wi th  the established nonns and rules of Western-dominated intema-
1ional inst i tut ions" (Chan,  Lee, and Chan 20 1 2 :  39). Similarly. Wade ( 20 1 1  J 

argues that the "rise of the rest" with China in the vanguard may inaugurate 
an era of " " m u l t ipolar i ty  wi thout  muh i lateral ism. '  as newly empowered 
stales go their  o wn  way. Respect for the dissenting views of the now mort 
numerous players may shrink the scope of cooperative solutions to global 
issues and tend toward stalemate" (349). Given the problems confronting 
the world and China 's  growing engagement with the international order. the 
failure to manage. much less resolve, pressing international problems may 
feed into, and exacerbate. domescic problems and tensions, making inlerna­
tional cooperat ion even more d ifficult 

Final ly. however. we might ask whether we actually need leadership of 
the sort tha1 has trad i t ional ly been associated with the United States' period 
of dominance.  Whatever we may think about the merits and impact of US 
power, the U n ited States has pla in ly been the central actor in the interna­
tional system for more than half a century. If this period or unrivaled dom­
inance is. indeed.  coming to an end. inev itably we wil l  begin to speculale 
aboul what m ight  replace ii. In this context. we should remember that 
"'hegemony 

.. 
-or hegemonic dominance by one na1i�ln. a1 least-has been 

the except ion rather than the rule in human history. That hegemony is 1he 
only, much less the best, way of trying to manage an increasingly inlegrated 
and interdependent in ternational system is nol at all obvious. 

A number  o f  scholars have raised the possibility of establishing a 
European-s ty le  "concert of  powers" in East Asia as one way of trying 10 
manage the s i m u ltaneous rise of China. possible US decline, and general 
problem of main ta in ing  stabi l i ty in  11 region with a checkered history and 
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growing geopol i t ical tensiom (Sh i rk 1 997 :  Acharya 1 999: C.  Bc l l  2005: H 
While 20 1 2 ) .  This idea has :it t ractcd a ! l cn t ion  in C h i n a .  Zheng X ianwu 
(20 1 2). for example. argues that ;1 conce rt o ! power\ should he considered 
because no effect ive mul t i latera l mec h a n i s m s  l1<1ve been do.:ve lopcd to deal 
with crises in  the reg ion .  i n  part because compc 1 i t ion between the Uni ted 
States and China means they cannot provide e ffe c t i v e  leadersh i p . I 111erest­
ingly. Zheng argues that the ASEAN way cou ld  pro v i d e  the normat ive 
basis for cooperat i\'e securi ty  and open reg iona l i sm.  and we  could bu i ld  the 
mechanism step by step. Zheng suggests th ;H g i ven  the d i fferent  po l i t ical 

dvnamics that exisl in  Northeast and Southc<1st Asrn.  i n i 1 i a l l y  deve loping a 

c�nccrt of powers among China .  the Un i ted  State .� .  Japan,  and Russ ia .  and 

sub.�equent l y  expanding to the larger reg ion  make  .�e nsc. (> 
Many obstacles w i l l  have to be overcome for such  an ou tcome to be 

achieved. Plain ly. n ineteenth-century Europe was  a very d i fferent place lo 
twenty-first century Asia. not least in the absence of t he  sort of broadly 
comparable great powers that populated the earl ier era. Ind ia  has the poten­
t ial to become a s ign ifican t player eventual ly. but Japan 's c on t i n u i ng strate­
gJC dependence on the Uni ted States undermines the poss i b i l i t y  of  a flu id 
conste l lat ion of independent balancing powers act ing to main ta in  stabil ity. 
The role of ASEAN presents a part icular problem us  the organizat ion jeal­
ously guards its leadership po�it ion, even if its i nfluence is h i gh l y  depend­
ent on a suitable conjunction of circumstances. And the U n ited States i1self. 
of course. i s  not real ly  part of the region at  a l l .  even if para l l e l s  can be 
found with Britain's earlier role as an ··offshore balancer" (S. Zhao 20 1 2) .  

The parallels are,  therefore, inexact and the obstacles are not inconse­
quential. Nevertheless. thinking about whal the a l lernal ives might  be is 
worthwhile. As we have seen. East Asia does not possess anyth ing l i ke the 
son of instilutional architecture that has-until recently. at least-maintained 
order and stability in Western Europe. ARF in part icular has not proved capa­
ble of dealing with some of the more difficult regional issues such us the sta­
tus of Taiwan, security on the Korean peninsula, and r ival  territorial claim�. 
In the ab�ence of effective, constraining,  inst i tul ional ized interactions. re­
gional relations may fall back on cruder manifestations of nat ional power to 
detennine balance and order. We cannot be certain such relations w i l l  remain 
peaceful. 

Although China is currently seen as the source of many of the region's 
mos\ presi.ing problems, especial ly in the context of  u n resolved territorial 
claims, the recent efforts of Chinese diplomuls i n  Central Asia suggest 
ground� for cautious optimii.m. Not only were border d isputes  there suc­
cessfully re�olved, bul China has general ly played a stabi l iz ing role in what 
hai. historically been a geopolitically contested and volatile region.  I f  China 
.:an play a leadership rok there, om: might ask, why not e lsewhere? 
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However, the um:crtaint ies imposed by sheer geography remain e<;pe­
cia l ly chal lcn!!ing. in Southeast Asia and Norlheast Asia. Resolving them 
will involve all parties recognizing that they must compromise and negoti­
ate i f  they arc to achieve peaceful resolution of competing claims. Any such 
an ngrcemcnt w i l l  involve China giving up some of its more extravagant 
anU implausible c la ims .  but i t  w i l l  also mean that such agreements are 
likely to be determined through mul t i lateral auspices. Although China's 
diplomats may be increasingly fami l i ar and even comfortable operating in 
such an ins t i tu t iona l  env i ronment,  i t  i s  one over which they necessarily 
have Jes� control . Rather l ike the administration of US president George W. 
Bush, !he Chinese cont inue to demonstrate a preference for bilateral nego­
ti<itions, especia l ly  where bsues of n<itional sovereignty are at stake. Such 
an approach inevi tably l im i t s  the role China can play at a regional level. 

The much more v i s ib le  and inst itutionally engaged presence of the 
United States and its a l l ies means that China's regional role in Asia Pacific 
is l ikely to be further c i rcumscribed, especially compared to Central Asia. 
where i t  face s  less s ign ificant opposition. In such circumstances some sort 
of great power concert ,  espec ia l ly  one in which China can play a promi­
nent, ins t i tu t iona l ized role, may actually be an increasingly <11trac1ive op­
tion. Part ic ipa t ion in such a high- level agreement would, after all, be yet 
another i m portant slep in China's long-term reascent to the center of world 
affair�. China 's  regional relations have provided a crucial testing ground for 
its evolv ing  g lobal  ambi t ions .  The learning curve has been steep and 1he 
record is m i xed .  Given modern China's revolutionary origins, the fonnida­
ble challenge of development, and its belated enlrance onto the world stage, 
the wonder i s ,  perhaps, that things have generally gone as well as they 
have. We must  hope they continue to go well. For better or worse, coming 
10 term.� wi th  China wi l l  be one of the most important challenges for the re­
gion 's and the world\, policymaker� for the foreseeable future. 

Notes 
I. The G/ohal l/1111'.1· surveyed residents of seven cilies including Beijing and 

Shanghai and d i �covered 1hat over KO pern:nt of �e�pondents did no! 
_
chink of Ch�na 

a� a global power. However, 5-' percent of the mten·iewees did thmk 1ha1 Chma 
would bernme a g lobal power i n  1he future. 

2 .  The l i terature i n  t h i s  area i� now va�t. but a useful overview is provided by 
Held and rn llcugues ( [ 999). For our purposes, globalization stands as a convenient 
shorthand for :1 rnnge o f  et·onomil· and-to a lesser e.\tent-politiral proc:esses that 
1ranscend national borders and inuease imcrdependence be1w�-en s1a1e and nonstate 
actors. 

3.  Liang Tuqiang ( 2 0 1 3),  for example, argues tha1 the posi1ive effects of 4uan­
tita1ive easing polky have dedincd even as it h:1s rn111ribu1ed to lhl.'" so-called cur-
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rcncy warx. Simi larly. Xie Gumhong (20 1 ()) hclinc� that the llni tcd States is  trans 
fcrring its problems to olhcr countries via 4uan1 1 ta l 1 \'<C <:aqng.  Sun Jie (c i tccJ in 
Anonymoux 201 3b) from the Chinese A�·adcmy o1 Soci;d S..:icnccs aho criticizes 
US policy and believes that it r isks creat ing an a l l -out trad,; war. However. \Ome 
Chinese commenlalors support US  policy or arc. at kaxt .  not ; 1gainst it. For exam­
ple, the famous independent commentator N i u  Dao ( 20 1 3 )  argues that .  contra the 
Chmese media position. China ix  al.�o gu i l ty  ol pr int ing roo many rcnminbi with se­
rious risks for the Chinese and globi1I economy. 

4. Similarly. Song Luzheng (20 l 2 )  also believes that the US-Chin<i confronta­
tion canno1 be avoided for four rea ... ons. Firstly, the re l i g msi ty  of  lhe U11itcd Slates 
i.' al odds wuh the very different values associated w i th  Chinese c i v i l ization. Sec­
ondly. the United States has a history of cxpan�ion. which is  part of  a Western tra­
dition and reinforced by US nationalism. Thirdly, poli t i<.:al i 1 1, t i 1u tmns in  the United 
States have been captured by the industria l -mi l i tary compk:x.  And f ina l ly. the su1:­
cess of the Chinese model of development w i l l  undermine the do l lar ' "  rule as the 
top international currency. creat ing major economic and pol i t ica l  problems for the 
United Slates. 

S. Even in Africa the picture is  m i xed.  and Chine<..e companies  have been ac­
cused of neocolonial ism in their relat ions wi th  ii number o f  African states.  See 
Alden and Hughe� (2009). 

6. Similarly. Zhu Tingchang (20 10 )  argues that l he  concert-of-powers mecha­
nism will decide the international order in  the twenty-first century because such al­
liances provide a mechani�m for greal powers to cooperate i n  addressing global and 
regional political issues. Consequently, Zhu sugge<.,ts that China  <.,hould take an ac­
tive role in building "uch international relationships. S im i l a r  approaches and ideas 
are gaming innuence in Australia. See 8. He t 20 1 2 l .  
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