CHINA'S APPROACH AND PERCEPTION TOWARDS

INFORMAL MULTILATERAL GROUPINGS *

Jing HUANG
Lee Kuan Yew School of Public Policy

National University of Singapore

October 2010

This paper is commissioned by

Indian Council for Research on International EcommoRelations (ICRIER)

Please do not quote without permission of the audind ICRIER

! The author wants to express his deep appreciaidavid Ooi Tian Rong for his indispensible
assistance in the writing of this paper. David Guallected virtually all the data and helped toftitae
sketch of the paper with the author’s dictation.



CONTENTS

Introduction

l: China’s Approach prior to Z1Century

Il: Reassessment of China’s Foreign Policy: Three Foreddal Dilemmas
lll: “Peaceful Development” and Cultivating Common Grdumith America
IV: China’s New Approach towards G8: Consequences amii¢ations

V: China’s Reservations on Informal Multilateral Grangs

VI: Implications of the Current Crisis to China’s Apgich

Conclusion

APPENDIX: CHARTS AND TABLES

10

17

27

33

38

51



Introduction

China’s rapid ascendancy has resulted in its irstmganvolvement as well as
influence in global affairs. Nowadays, while itsoaomic dynamics are essential to
the world economy, China is playing a prominenerol global affairs. But China’s
involvement in global affairs has been passivetiigathan actively oriented: despite
rapid growth of its influence, Beijing’s approadwiards foreign affairs resulted in a
large part from its responses to a changing extemaronment conferred to China.
Beneath this passiveness lies not only Beijing’'spdeeated suspicion towards the
West-dominated world order, but also a fundameditaimma Chinese leaders have
faced in their endeavour to promote modernizati@n, while China has to integrate
itself in the existing international system so tstain its development and stability,
the US-led western countries, the perceived cusitedof this system, have reckoned
China’s rise largely as a threat rather than corsgion to the world order as well as
their dominance. To maintain an image of “peacefd”’ so as to minimize the risk of
being “contained”, China’s involvement in globalfeafs, especially when dealing
with the US-led West, tends to be more accommoedkian confrontational, and her
approach towards informal multilateral groupingd@) such as G8+5 was largely to
cope with the US-led West in order to achieve thipgromises that would optimize
China’s options and minimize the (potential) risks.

But the on-going global economic crisis has browdidut significant changes
in China’s external environment, propelling Beijitmyreassess the world situation as
well as the role China can and should play in dlalfiairs. Given China’s increasing
stake in world peace and prosperity, the growingfidence of the Chinese public at

home, and constant demands that China must bespamsible stakeholder” for world



peace and development, it is inevitable that Clhwiilabe more proactive in world
affairs, resulting in a reorientation of its apprbao IMGs. China’s more assertive
behaviour at G20 and other international gatherimg#e clearly demonstrated this
trend, although China remains a revisionist, rathan revolutionary, power in the
existing international system.

This paper seeks to explain China’s evolving peroapand policy towards
the outside world, with a focus on its changingrapph towards the United States
and West-dominated IMGs, since the late 1990s vtherG8 extended an invitation
to China. The fundamental argument is that Chiagjsroach towards these IMGs is
based on Beijing’s pragmatic assessment of Chiluaig-term development goals,
rather than ideological values or nationalistic dath The analyses focus on three
phases in which we have observed significant chenmg®eijing’s approach towards
the outside world.

The first phase was from 1989 to 2001, during wi@dhna was reluctant to
be involved in the IMGs due to its besieged metytalnd deep-harboured suspicion
towards the West. But a series of events in the 1890s and 2001 brought about a
significant change in Chinese leaders’ view of tliside world as well as the role
China should play in international affairs. Realgzithat China had already been an
integral part of the existing world system, Chinaelding elites reached a persistent
consensus that China had to avoid a zero-sum daemee confrontations, with the
major powers, especially America, in order to se@peaceful external environment
that is necessary to sustain China’s developmedtstability. As a result, Beijing
adopted a grand strategy of “peaceful developmaenrder to maximize China’s

interests and minimize the risks in the West-domeidanternational system.



However, it is apparent that China has become mmmédent and assertive in
global affairs since 2008 as Chinese leaders hagalk realized that China has to be
more pro-active role in global affairs in orderpimtect China’s interests. Thus, there
is a substantial change in China’s approach towatdsnational affairs as well as the
IMGs. While G20 has provided China with a largeatfdrm to play a prominent role
at the central stage, its interest in G8+5 seentsat@ declined. Indeed, as China’s
policy focus is shifting to Asia-Pacific, its inemts and stake in global affairs seem to
have outgrown the platform provided by G8+5, altjffoleijing is apparently trying
to court EU, not just advance China’s intereststbugain more leverage in dealing
with America.

In addition to Introduction, this paper consistsix sections. It starts with a
review of China’s approach towards IMGs prior te ttventy-first century. Section Il
focuses on a series of events in 1997-2001 thatmi@ted Beijing’s reassessment of
China’s position and role in the existing internal system, resulting in the “new
thinking” in China’s approach towards the outsiderid. It was upon this “new
thinking” that the grand strategy of “peaceful depeent” emerged as the guiding
principle in China’s foreign affairs.

Section lll provides a detailed examination on hooncrete policies were
adopted under the strategy of “peaceful developin&sction IV focus on China’s
cautious but more confident engagement with the $Mi&G an effort to cultivate a
strategic balance with a “framework of big-poweatens”. The analysis in Section
shows that despite China’s increasing influencéntarnational affairs, Beijing still
holds certain reservations towards IMGs. Howeverthe global economic crisis has

further highlighted China’s power and influence|jidg has become more confident



in global affairs. Section VI looks into China’sreent approach towards the IMGs,

which leads to the conclusion of this paper.

I: China’s Approach prior to 2 Century

China went through enormous difficulties in thelgdr990s. In addition to
harsh sanctions by the US-led coalitions afterTiamanmen tragedy, the collapse of
the Soviet Union and the communist bloc gave rse tpolitical and diplomatic
momentum against the Chinese Communist Party (@@&®)was still in power. This
unfavourable external environment exacerbated natezconomic hardshigsyhich
was caused partly by the hard-landing after thedigdal inflation in the late 1980s,
and partly by the leadership’s indecisiveness authé¢ internal policy dispute over
whether the Reform policy should be altered, ashtre-liners argued (correctly) that
it was essentially the Reform that had led to B&9lcrisis. The external pressure and
internal difficulties had brought about a besiegaentality among the CCP ruling
elites as well as the general public. This mentaidggether with the Cold War legacy,
induced a deep-seated suspicion and scepticisnrdevitze West-dominated IMGs.

It was under such a situation that Deng Xiaopind own the strategy of
taoguang yanghuihiding capacities and biding [our] time) as theding principle in
China’s foreign affairs. Specifically, this strayegras summed up by “twenty-four
characters” Deng expressed in various occasioh888-1990:

Observe sober-mindedly; secure our position; cople p@xternal]

affairs calmly; hide our capacities and bide ounej be good at
maintaining a low-profile, and never claim lead@rsh

2 |n 1989-1991, China’s average annual GDP growtéhwas barely 5.7%, far below the average of
9% in 1980-2010. See Charts 1 and 2 in Appendix.

3 The 24 characters aretehgjing guanchawenzhu zhenjigochenzhuo yingfutaoguang yangwei
shanyu shouzhuo, jue budangtoDeng first raised this strategy in his talk wikveral CCP leaders
on 4 September 1989. SBeng Xiaoping sixiang nianp(Chronology of Deng Xiaoping’s Thought)



According to this strategy, China had to cope wiith challenges from abroad, while
the policy focus was on economic development onotiee hand and cracking-down
political oppositions at home on the other hand.

As a result, Beijing was slow to embrace multilaism, and reluctant to
engage the IMGs in international affairs. This waest evidenced by Beijing’'s
rejection to the invitations by the G8 in 1996, 898nd 200" These repeated
refusals revealed not only China’s deep-harbounsgisions towards such IMGs, but
also Beijing’s concern that China would be expoae@ disadvantageous position,
economically and politically, at the G8 summitsoBaemically, with neither a fully
developed market economy nor the WTO membershimadiould have gained little
at the G8 summits but invited more demands andspredo fully open up its market
to the western capitals and products. Politicaly;hina that had been embargoed by
the US-led western countries because of the 1980ahimen tragedy would only be
exposed for criticism and political pressure at @& summits. Indeed, in an attempt
to force China to embark on democratization, theweBe all supportive to the US
policy of linking the Most-Favoured-Nation (MFN)astis with China’s human rights
record. Although President Clinton eventually dreghis policy in his second term,
promoting human rights, freedom and democracy im&hemained a joint policy

goal among the G8 governments.

1975 — 1997, composed by the CCP Central DepartfoerResearch on Party Documents, 1998, p.
435. He later further developed this strategy isedes of talks in 1989-1991. For more detailed
discussion of this strategy, ctaoguang yanghui, yousuo zuowei — Deng Xiaopingiagasixiang
gianyi at: http://news.xinhuanet.com/world/2004-08/09/conté@¥ 1467 .htm

*“Hu’s trip represents China’s global diplomatiaggective” Xinhua Newg6 June 2003).

® The Clinton Administration eventually delinked &N with the human rights issue in 1994 partly
because of the opposition by business communitpite, and largely because the policy did not really
produce the expected outcomes. Cf. CRS Issue &2i@94: Most-Favoured-Nation Status of people’s
Republic of China, December 6, 1996htp://www.fas.org/man/crs/92-094.htm




Scepticism concerning the IMGs was also linkechvideijing’s’s suspicions
of US role, especially its military presence, inidAst had been China’s persistent
position (till 2001) that the US troops had to withw from Asia. Chinese leaders
seemed to be convinced that after the collaps@efSoviet Union, the ultimate US
policy goal in Asia was to contain China so as ¢ek China under its influence. As
Deng Xiaoping said in his meeting with a Japanetegation on 1 December 1989:

The Western world, especially the United Statesifes turmoil in

many countries. They are in fact carrying on powelitics and

hegemonism in order to control these countries.yTatéempt to

pull these countries into their sphere of influer8eeing this point

clearly helps [us] to realize the essence of thetana
Hence, it is not surprising to note how China stashtine IMGs that had a semblance
of US involvement.

Moreover, China was unwilling to be relegatedhte second-rate status. This
sentiment was perpetuated by Beijing’s perceptiat Russia was belittled at the G8
summits since her induction into the group in 19R8ssia was excluded from the
financial meetings as it was not recognized an @got powerhouse, and the western
countries had placed immense pressure on Rusegdoton its political system which,
in their terms, was deemed as unsuitable for deatiocstability. Even up to 2005,
US Senators Joe Lieberman and John McCain stiéaddbr Russia to be suspended
from the G8 until President Putin would ensure ¢igh democratic and political
freedoms’. Given that Beijing had been subjugated to sevetieism by the West on

political issues, there was little incentive andtiration for China to attend the G8

summits only to be scolded by the others.

® Deng Xiaoping sixiang nianp{Chronology of Deng Xiaoping’s Thought) 1975 — 79p. 445.

" Stephen Twigg, Hugh Barnes and James Owen, “Rirsti@ Spotlight: G8 Scorecardrhe Foreign
Policy Centre(January 2006), p. 13. Accessibléntip://fpc.org.uk/fsblob/686.pdf




However, towards the beginning of theaTentury, a series of events had
brought about a fundamental change in Beijing’swig both the outside world and
China’s position in international affairs. As auksthe Chinese leadership adopted a
grand strategy of “peaceful development” basedheir reassessment of the outside
world as well as the role China could play in waoalfiairs. This strategy was based
on the leadership consensus that China’s rise tdidek tachieved through peaceful
integration into the existing international systephus, the Chinese leadership saw
the maintenance of a stable, or at least work&il®-US relationship as “the core
issue® concerning China’s long-term development and Etgbindeed, at the time
the US and its allies were not only dominant in ¢lesting international system, but
also processed the technical know-how, resourcdsnaarkets that were necessary
for China’s development. Furthermore, the US hasctpability of inflicting serious
threat to China’s security.

Moreover, keeping Sino-US relations stable wask#hefor China to sustain a
peaceful external environment. Thus, China recerits approaches towards North
Korea, Taiwan and Japan under the strategy of ‘gfabdevelopment”. The aim was
not just to diminish the potential sources of confation, but to cultivate common
grounds with the US over these thorny issues conugiregional peace and security

in Asia-Pacific. In addition, China also adoptedgaod neighbourhood” policy in

8 Quoted from Niu Jun in Song Nianshen, “Zhongguouttian waijiao fenliang zhong” (China’s
peripheral diplomacy carries a heavy weig@pbal Timeq12 December 2003), p. 7.

° Cf. Jing HUANG, “China and America’s Northeast &siAlliances: Approaches, Politics, and
Dilemmas”, in Michael H. Armacost and Daniel I. @lito, ed.The Future of America’s Alliances in
Northeast AsiaWashington DC: The Brookings Institution Pres3Q4, pp. 237-249



Asia to “seek cooperation, put aside disputes sto as/oid confrontations..[and]
promote multilateral communication and cooperatitn.

Meanwhile, China strived to develop a “frameworkbid-power relations”,
through which not only could China utter her voarel exert her influence, but also
gain leverages in dealing with America. This efled to the reorientation of China’s

policy towards the IMGs, especially the G8.

II: Reassessment of China’s Foreign Policy: Three Fumdental Dilemmas

In retrospect, three watershed events that too&epila 1997-2001 exerted a
far-reaching impact on China’s foreign policy, ppi#ating a new approach towards
international affairs. These events are the Asiaari€ial Crisis (AFC) in 1997-1998,
the bombardment of the Chinese embassy in Belgradé May 1999 and the EP-3

incident on April 1 2001.

Asian Financial Crisis in 1997-1998Like all the Asian countries, the AFC caught

China in surprise. The dramatic financial meltdawmot only developing countries
but also well-developed ones such as South Koresepted a stern reality to Beijing
how external economic activities, especially res&lspeculations from the outside
world, could devastate a seemingly booming econdvioreover, having withessed
the harsh treatment and tough deals the World Badkinternational Monetary Fund
(IMF) offered to the struggling Asian countrieset@hinese leaders came to realise
the necessity for active engagements with the \Westinated IMGs and international

financial regimes. Such engagements would enabieaQfot only to gain valuable

1 This approach was raised in Jiang Zemin's “Repmrthe 18" CCP National CongressShiwuda
yilai zhongyao wenjian xuanbia¢Collection of the Important Party Documents sitice 15" Party
Congress), Vol. 1, Beijing: People’s Press, 200@,2343.
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insight on international economic affairs, but afsster economic cooperation with
the world establishment so as to protect Chinater@sts, especially in times of
crisest

The relentless onslaught by foreign financial speons on the Hong Kong
Stock Market (HKSM) and Hong Kong Dollars (HKD) 1998 further convinced the
Chinese leadership that China’s economy was aléuexable to external pressures
and shocks as China was increasingly integratéderglobal economic system. As a
matter of fact, China was not spared from the apataeffects of the AFC, despite
having its origins in Thailand. China’s exportsgped from a 20 percent growth rate
in 1997 to merely 0.5 percent in 1998 and the valuereign investments were at its
lowest during the crisi¥’

But the AFC also gave the Chinese leaders an ndfgonfidence in China’s
capacity and influence. With Beijing’s all-out supp both the HKSM and HKD
weathered frenzy speculation from abroad. With HEfanding firm, the Chinese
Yuan (RMB) as well as economy remained stable. Assalt, the bug was stopped in
Hong Kong, and the AFC was contained in Asia befooeuld expand into a larger
crisis. Furthermore, China played a prominent mleitigating the consequences of
the crisis by adopting a series of pro-active pedico assist the economically plagued

Asian countries, especially the ASEAN member sthtes

" Huang’s interview with Mr. Cheng Siwei, former ¥ichairman of the PRC National People’s
Congress, on 3 September 2010.

12«China Casts Shadow of Asian Financial CrisR&ople’s Daily(29 June 2000).

13 China participated in the IMF-organised aid prigeand supplied USD 4 billion worth of aid to
Thailand and other Asian countries. It also offehedonesia export credit and emergency medicine.
See Ministry of Foreign Affairs of the People’s Rbfic of China, “Pro-Active Policies by China in
Response to Asian Financial Crisis”, 17 Novemb&0

Available fromhttp://www.fmprc.gov.cn/eng/ziliao/3602/3604/t1803rm
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The decisive role China played in containing theCAgreatly boosted China’s
influence and status in Asia. Having realized tie@fional economic integration was
irrevocable amidst globalization, the CCP rulingesl came to see that it served
China’s interest to make its development condutiveegional peace and prosperity,
upon which hinged China’s own development and btabi hus, “developing a win-
win situation” with the outside world, especiallytivthe Asian countries, is not just

Beijing’s diplomatic rhetoric, but a policy Chinahtried to practice.

Bombardment of the Chinese Embassy in Belgrade9@® 1 The bombing of the

Chinese Embassy in Belgrade by a US stealth-bomi&r May 1999, which the US
has insisted as an accident, revealed the paiedlity to the Chinese leadership that
China did not have sufficient hard power to safedugs fast expanding interests
across the world. While Beijing condemned the baomlas a “gross encroachment on
China’s sovereignty and a wilful trampling on theeiha Convention on Diplomatic
Relations as well as the basic norms governingriatenal relations”, there was little
else that China could do, apart from the haltinglipfomatic relations with the US.
Without a global-reach military capability (whicthida would not possibly have in
the foreseeable future) that could match the U&anyl might, China would have to
find an alternative way to best utilize her resesrand power in conflict solution
without causing a massive confrontation with mg@owers, especially America.
Equally important was how this incident demonsiiaib Beijing the potential
backlash of nationalism onto political stabilitytadme. As a result of this bombing,
China witnessed the largest demonstrations sired @89 crisis. Thousands of angry

Chinese took to the streets in virtually all thejonaities in China, chanting anti-US

4 Ministry of Foreign Affairs of the People’s Repigbbf China, “US-led NATO’s attack on the
Chinese Embassy in the Federal Republic of Yug@sla¥5 November 2000.
Available fromhttp://www.mfa.gov.cn/eng/wjb/zzjg/bmdyzs/qjlb/343241/t17317.htm
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and anti-NATO slogans. In Beijing, over 100,000 meostomped into the embassy
district, armed with bottles, tomatoes and stohe€hengdu, angry demonstrators set
fire on American Consulaf@.Rising nationalistic resentment had not only tteead
to derail the efforts at maintaining stable Sino-blfateral ties, but also undermined
political stability at home, upon which hinged thexy survival of the CCP regime.
Although the Chinese government had eventually mpedhdo appease public
grievances while at the same ensuring that itsagmbr would not jeopardise the Sino-
US relationship, the wave of nationalistic sentitse@emained a major concern of the
CCP leadership for years to come — after all, tk#Ghould know better because it
was by riding on nationalistic resentment againgsW#rn imperialism and Japanese
invasion that the CCP had successfully led a révoitand came to power in 1949.
Thus, it has been a constant effort of the Chirleadership to move away from a
foreign policy grounded in nationalistic sentimeat®r since the 1999 bombardment

of the Chinese Embassy.

EP-3 Incident on 1 April 200IThe US military had routinely conducted surveitia

around China. And such surveillance activities wetensified alone the coastal areas
in East and Southeast China in the late 1990shaswaGped up its military build-up
after the 1995-96 missile crisis in the Taiwan &taThis exacerbated Beijing’s
suspicion of the US intensions. As China’s militagpability increased, so did the
aggressiveness of its response towards the USikamee. With this backdrop, a
Chinese F-8 fighter jet collided with an EP-3 idaaing manoeuvre to block the latter

from conducting surveillance off Hainan Island iougheast China on 1 April 2001.

15 British Broadcasting Corporation (BBC), “1999: 6&se anger at embassy bombing”.
Available from http://news.bbc.co.uk/onthisday/hifels/stories/may/9/newsid_2519000/2519271.stm

16 See Jing HUANG (with Xiaoting Ll)nseparable Separation: the Making of China’s TaivRolicy,
Singapore: World Scientific Publishing, 2010, pp64203.
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While the Chinese F-8 fighter went down (with thietpmissing), the damaged EP-3
made an emergency landing on Hainan Island. Cretaireed the crew members and
the EP-3 itself’

This incident compelled the Chinese leadershipake tserious consideration
whether China could afford a massive standoff witl US and its allies. The CCP
ruling elites could see that the US has vital edés in Asia. Although some of the US
interests are inconsistent and even in conflichwhibse of China’s, the two countries
shared a substantial stake in maintaining peacepesgperity in the region. Beijing
realized that China could actually benefit fromngeaccommodative to the US vital
interests in the region as long as the US respentddaccommodated China’s “core
interests”, namely “stability and security of th€JP] political system, national
sovereignty and territorial integrity, and econondievelopment™® Given the US
dominance in the regional security arrangementidiinot serve China’s interests to
take a hard-line stance on the EP-3 incident aei#pense of US-China relatiofts.
Thus, the crew members were released and the @éaepeing dissembled in pieces,
was returned to the US.

The lessons China’s leaders had learned from thesets spurred them to
reassess China’s foreign policy. At the dawn ofzitfécentury, several leading think-
tanks and research institutes in China sponsoreskrees of “national research

projects” on the world situation and China’s appfog&owards international affairs.

17 British Broadcasting Corporation (BBC) News, “Weaused the crash?” (5 April 2001).
Available from http://news.bbc.co.uk/2/hi/asia-gati260290.stm

8 PRC Council Dai Bingguo explained these “corerisés” of China at the®IRound US-China
Strategic and Economic Dialogue in July 27-28 instAfagton DC. Cf.
http://www.chinanews.com.cn/gn/news/2009/07-29/B824shtml

19 The author interviewed two reliable sources injiBgiin March 2002. According to them, the Center
(i.e., the central leadership) had issued instustithat the [handling of] the event must not iieter
with the general direction of maintaining stablac@sUS relations.
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The findings of these projects showed that theneewree fundamental dilemmas in
China’s endeavour for “great national revitalizatid® And Beijing’s effort to

overcome these dilemmas resulted in the grancegiyaif “peaceful development”.

Dilemma 1: China’s rapid rise vs. the absence agil@al-reach military capability

Unlike the other global powers in history (e.ge Breat Britain, the US, Germany,
Japan, and the Soviet Union) whose rises were gmditoned by a military capable
of fighting a massive war far beyond their bordéZhjna does not have (and will
hardly have in the near future) such a global-readitary capability. Yet China’s
national interests have been entrenched all ovemibrld due to her rapid growth
amidst globalisation. In 2000 China already hadtal tof 23,565 contracts involving
foreign entities, with investment amounting to 4tllion US dollars™* Meanwhile,
economic exchanges with foreign countries, esfgdia¢ G8, increased rapidly. By
2000, China’s foreign trade had reached US$ 478i®n, making up 44.53% of
China’s total GDP? The trade with the G8 countries was 54.2% of Chitatal trade
volume, of which bilateral trade with the US, Japaid Germany making up 24.52%,

17.54%, and 4.153% respectivéiyHow could China, whose interests had extended

2 From 1999 to 2001, Beijing began to give seriomssideration to the role that a rising China would
play in world affairs. Accordingly, several leadimghinese research institutes and think tanks
sponsored a series of research projects on a veidety of topics, including trends in world polgic
China’s development strategy and its foreign amaisey policies, and China’s place and role in glbb
affairs. The policy recommendations produced thhotigose research projects exerted substantial
impact on Chinese policymaking, especially in thekevof Hu Jintao’s rise to the pinnacle of power.
This author participated in several workshops cotetl as part of the projects and wrote four policy
papers specifically on these dilemmas.

2L China’s contract with foreign entities reached ,883 in 2008, with investment worth of US$113.01
billion. See, National Bureau of Statistics of @i “China Statistical Yearbook 2009".

2 gee publications by the PRC National StatisticeBur available at
http://www.stats.gov.cn/tjsj/ndsj/2001c/mulu_g.htm

% n 2008, China’s trade with the G8 countries anteun 39.2% in her total trade volume, with
bilateral trade with the US, Japan and Germany ngakip 15.964%, 10.393%, and 4.486%
respectively. Se€hart 3 andTable 1in APPENDIX.
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far beyond its borders, protect her fast-growirtgnests overseas without an adequate

military power?

Dilemma 2: Despite inevitable conflicts of intereShina must avoid confrontations

with the US There is bound to be conflicts of interest betwaeising China and the
US, given the latter’s vital interests in keepireg dominance in the world, especially
in Asia-Pacific. The Chinese leadership is keenlyar@ that it would be suicidal to
confront the hegemon. In fact, even the perceptian a rapidly rising China would
challenge America’s dominance could provoke aftelige US containment against
China, which would engulf China in a perilous sitoa. Indeed, after the collapse of
the Soviet Union, China could not afford to adoptamtagonistic stance towards US

operations in the region.

Dilemma 3: Major threats are from home but triggare abroad After the collapse

of the Soviet Union, virtually all the major probis threatening China’s stability
under the CCP rule are found at home. Yet, theazkation of these explosive issues
could all be triggered by activities abroad. Fastamce, China has grappled with the
Tibet “problem”, but from Beijing’s perspective,ishissue has been complicated by
the interventions of “foreign forces” that supptive Dalai Lama and his demand for
“genuine autonomy” oéll the Tibetan-inhabited areas (which makes up ongHaf
China’s territory). Furthermore, all the other thpissues — the Uyghur’s struggle for
separation in Xinjiang, anti-foreign nationalisthethuman rights issue, the demands
for democratization, and all kinds of anti-govermactivities — can be stirred up and
promoted by activities outside China. While ther@se leadership has to carry on the

policy of reform and openness in order to sustdim&s development, it is a mission

16



impossible for the CCP regime to keep China insdidtom the political influence
from the international community.

Holistically, theses three fundamental dilemmasehpropelled the Chinese
leaders to make a profound policy readjustmentrdeioto prevent these dilemmas
becoming a bottleneck in China’s ascendency. Spaliif, China needs to work out a
strategy to protect its growing interests acrossvibrld without resorting to military
power, to dodge confrontations with mighty Amenwighout compromising her “core
interests”, and to maintain domestic stability unithe CCP rule without undermining
China’s relationship with and status in the intéioreal community.

In retrospect, the process of this policy reorigatawas coincident with the
accession of the fourth-generation leadership fedgeHu Jintao in 2002-2004.
The strategy of “peaceful development” was fullyaefished when Hu assumed the
Chairmanship of the Central Military Commission (CMin 2004, which marked the

accomplishment of the leadership transition froamdiZemin to Hu Jintao.

llI: “Peaceful Development” and Cultivating Commortround with America

At the Sixteenth Party Congress in November 2@b&, newly-established
fourth-generation leadership pledged continuedgellece to Deng Xiaoping's time-
honoured exhortation that development was Chinaigdmental priority. The newly-
adopted CCP constitution declared that China “nmessist in regarding economic

development as its central task, aall other work [emphasis added] must be

4 |n CCP politics, Mao Zedong and his comrades alled the ¥ generation leaders; Deng Xiaoping
and his team, the"®generation leaders; Jiang Zeming was the “cotb@f® generation leadership”;
and Hu Jintao was “the center of tHegeneration leadership”.

17



subordinate to and serve this central t€slfaving realized that a US-led, rule-based
world order was the foundation for world peace prakperity in the post-Cold War
era, the CCP’s Political Report approved by thim@ess pointed out that “the first
two decades of the twenty-first century constitare important era of strategic
opportunities [for China], which we must seize tlglso as to bring our strength into
full play.” Thus, the report called on a rising G&ito ‘participate in international
economic and technological cooperation and comipetibn a broader scale, in more
spheres and at higher levelemphasis added] ... and accelerate reform and
development by opening up®”

Thus, it was a consensus of the CCP leadership tthatustain China’s
development and stability, China had to continue ihtegration in the existing
international system, although this system wasdasecapitalism and dominated by
western democracies. Essentially, it was upon ‘th&v thinking” of sustaining
China’s rise by integration in the world that theamd strategy of “peaceful

development” was established.

Beijing’s “New Thinking” and the Strategy of “Pedcé Development” Thanks to a

guarter-century of reform and opening amidst gliabdibn, the fourth-generation

leaders inherited a profoundly different China wiieey came to power in late 2002.
Being deeply integrated into the global economgtesy, China was then already the
world’s third-largest trading nation, after Ameriead Japan, with its economy

irrevocably interdependent with the world markey. d@ficial estimates, the Chinese

% “zhongguo Gongchan Dang Zhangcheng” (The Conaiitubf the Chinese Communist Party),
People’s Daily(18 November 2002).

% «Quanmian Jianshe Xiaokang Shehui, Tese ShehuiXimjyimian: Zai Zhongguo Gongchan Dang
Di Shiliu Ci Quanguo Daibiaodahui shang de Baogfguild a Well-Off Society in a Comprehensive

Way and Open New Prospects for Socialism with Gden€haracteristics: Report to the CCP’s
Sixteenth National Congress], Xinhua News Agen@yNbvember 2002.
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economy’s “degree of dependence on foreign tradbé—+atio between the total trade
volume and GDP—exceeded 50 percent for in 2002, t@snore than 60 percent in
2003, and attained the dazzling height of 80 periceR0062’

Such a situation confirmed the consensus of then&3kei leadership that
“peace and development are still the main themethefcurrent era” and that “the
guideline of China’s foreign policy is to maintaworld peace and promote common
development® Accordingly, Beijing realized that China’s risechto be conducive
to world peace and prosperity, especially in Asagific, not only because China’s
development required a peaceful and prosperousnaktenvironment, but also
because only through constructive integration i@ world economy could China
sustain its development.

This new approach, which some CCP elites initiagscribed as “peaceful

n 29

rise”,”” was officially adopted as “peaceful developmeritérafierce internal debates.

While the words “peaceful rise” were shelved ini@#l publications and language

2" Figures released by China’s Ministry of Commergaoted in Zhang Guilin and Wang Jintao,
“Zhuanjia Renwei Woguo Waimao Yicundu Da 80%, Waiji® Zhi Zui” [Experts Think China’s
Degree of Dependence on Foreign Trade Has Reac¢hégi@ent, the Highest in the World], Xinhua
News Agency, September 10, 2005.

Kachuang Zhongguo

#«Quanmian Jianshe Xiaokang Shehui, Kachuang Zhemgtese Shehuizhuyi Xinjumian” [Build a
Well-Off Society in a Comprehensive Way and OperwNerospects for Socialism with Chinese
Characteristics] Xinhua News AgendiLl7 November 2002).

2 Zhen Bijian, ex-vice president of the CCP CenRatty School, coined the term “peaceful rise” in
his speech at the Bo’ao Asian Forum on Novembet083. He stated: “Under the circumstances of
today’s era, our choice can only be to rise pedlgefthis is to say, we need to strive for a peatef
international environment to develop ourselves, @sd to maintain world peace by our development.”
On December 10, 2003, PRC premier Wen Jiaobaoeatetiva speech at Harvard University in which
he affirmed that “today’s China’s is a great powleat stands for reform and opening and peaceful
rise.” Two weeks later, Hu Jintao stressed at #menary of Mao Zedong’s birth on December 26:
“China shall persist in the developmental path edigeful rise, . . . and contribute to the lofty smof
peace and development of mankind.” For a backgreepdrt on the inception and development of the
“peaceful rise” concept, see Bei Shan, “Zhonggugpihte Juequi Lun de Youlai” [The Origins of the
Theory of China’s Peaceful Risghuoji Xianqu DaobadlInternational Herald], April 7, 2004, p. 4.
Guoji Xianqu Daobaois published by the Xinhua News Agency. See alkenZBijian, China’s
Peaceful Rise: Speeches of Zhen Bifi@arookings, 2005).
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after the spring of 2004, “peaceful developmentsweatablished as China’s “guiding
strategy” for the twenty-first century.

Overall, the strategy of “peaceful developmentVadhtes that China would
seek solutions for its differences and conflictsirderest with the outside world
through communication, consultation and cooperatitime 3Cs approach — instead of
confrontation. It calls on China to integrate itsgbsitively into the existing
international system with a multilateral approaéltectively, this grand strategy
comprises the following components:

* China should recognise and accept the reality tttetUS is and will
remain the predominant actor in both internatiopalitics and the
world economy for the foreseeable future. Thus,nta&ning a stable
relationship and avoiding confrontation with the $She linchpin of
China’s foreign policy.

* Although China is still a developing country, thetsidde world may
see China’s rise as a threat to the status qud &wdety and concern
are the essential source of the perceived “Chingath Thus, China
must strive to abide by the established norms andciples in
international affairs, so as to cultivate an un@emging that China’s
rise compensates to the world peace and prosperity.

* The mainstream movement in world politics todayves for peace
and prosperity, and the existing international exysis essentially in
accord with such goals. It is more effective to mpobe China’s
interests within this system than to challengerant outside. China
must integrate itself into this system and opposg attempts to
undermine it.

* To sustain economic growth and political stabilély home, China
needs not only a peaceful international environnbemtalso a healthy
global economy, particularly in the Asia-Pacifigi@. Any long term

% The concept of “peaceful rise” caused a heatedteeln China’s foreign policymaking community
shortly after the term was first used. Ironicatigither the conservatives nor the liberals or matesr
were fond of the concept, and the debate focusedmmuch on its contents as its broad implications
The conservatives contended that the word “peageéfulveremphasized, would unnecessarily restrict
China’s maneuvering room in world affairs and eeenstrain Beijing to compromise its vital interests
in international conflicts. The liberals and modesaon the other hand, argued that the word "rike,
officially sanctioned, would arouse suspicions alr@f a potential “China threat.” As a result, the
Chinese leadership decided to abandon the terntépaarise” in favor of the milder term “peaceful
development,” which began to circulate in offiagilmcuments and formulations by late March 2004.
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Chinese developmental strategy must be conducivtbetgoromotion
of regional prosperity.

* Despite US pre-eminence in the world, other majowers also play
important roles and have substantial influencenternational affairs.
China must actively engage with other major poweran effort to
develop a stable framework of great-power relations

* The United States has enormous stakes in AsiaifaCiierefore, a
good and interdependent relationship with othemAsiountries will
not only help enhance China’s security and deveypnbut also
provide Beijing with effective leverage vis-a-visaghingtort™

Cultivating stable Sino-US RelatianEssentially, the above-mentioned assessments

and objectives were centred on the cultivationtable Sino-US relations. An obvious
reason was that America was not only the biggastcsoof foreign direct investments
in China in 1999-2002 but its technical know-how, vast market, and cpitere
also crucial to China’s development. More impotignthe Chinese leadership had
keenly realized that a stable relationship with sloée superpower was the key for
China to handle two of the three fundamental dil@sminsufficient military power
to safeguard China’s interests across the worldpaedention of a confrontation with
America—in China’s endeavour for “great nationafitaization”.

Thus, soon after the 9/11 terrorist attack, Chejalaced “anti-hegemonism”
with “anti-unilateralism” in its diplomatic languag arguing astutely that the US
unilateralism had undermined not only the worldgagdout also her own interests. In
contrast, the Chinese leadership saw the multdbtgpproach as more effective in
steering America’s predominance into directionsaterse to China’s vital interests.

In addition, Chinese leaders realised that onlgtogngthening and operating through

31 See Jing HUANG, “China and America’s NortheastahsiAlliances: Approaches, Politics, and
Dilemmas”, p. 239.

32 National Bureau of Statistics of China, “ChinatBtical Yearbook” for 2000-2002.
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international regimes and IMGs could China proiesslf and avoid confrontations
with America, given the inevitable conflicts-of-amest between the two countriés.

Meanwhile, Beijing dropped its traditional prinapagainst “the presence of
foreign military forces” in Asia. Instead, Chineleaders acknowledged that the US
military presence in Asia could “play a positivdefoin the maintenance of regional
peace and stabili§?. The change in Beijing’s stance has not only distiet a major
difference in the US-China relationship, but als@tded China to free-ride on the
US-led security arrangements in the Asia-Pacifigae.

Moreover, China softened her position in the WTe&gatiations. Despite
strong oppositions from various economic sectorsaase, China accepted most of
the terms Washington had offered, especially imcatiural sector, and entered WTO
in December 2001. In retrospect, the WTO memberstafus has enabled China to
not only benefit more from the world economy amiglstbalization, but also remove
a major source of problem for China to deal wite tB8 countries. Thus, it is not
surprising that China accepted the invitation terad the G8 summit meetings soon
after her entrance in the WTO.

The above-mentioned policy changes paid off. Tine-8S relationship was
improved quickly under the Bush Il Administratiothespite its obvious hostility to
China when it came to power in 2000. Within a fesang, the Sino-US relationship
was warmed up to such a level that Secretary aeStalin Powell stated in his

testimony at the US Congress that “[US-China] bilalt relations are at the best in

% See He Hongze, “Danbian zhuiyi de kunjing (Thegitliof Unilateralism)”,People’s Daily (4
August 2003).

34 A senior PLA officer who has a role in China’sipgltowards the United States told the author after
the EP3 incident that Beijing would not adopt ashastance again the US because there had been a
“fundamental changegénbei bianhug in the PLA’s perception of the US military prege in Asia.

He said, “No matter what, we have to accept thétyehat Americans will stay in Asia because they
have important interests here. Don’'t you Americhagse a saying that ‘if you can’t beat them, join
them?'.”
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history...”® While this improvement was partly caused by thengfe in US strategic
priority after the 9/11 attack, it was mainly rdsedl from China’s accommodative

approach in the bilateral relations since 2001.

Aligning with the US in Asia-Pacific to Develop Goon Ground The Chinese

leadership keenly realized that a stable Sino-U&ioaship had to be based on a
common ground on major issues in global affairpeemlly in Asia-Pacific where the
two countries have a shared stake in peace angeytys But there were substantial
differences between Washington and Beijing on tlagomissues concerning regional
security, namely the North Korean nuclear issue,Tthiwan issue, and the role Japan
had to play in regional security affairs. ObvioysBhina could hardly develop a solid
common ground with the US but for a readjustmerB@ijing’s approaches towards

these issues.

China was “leaning forward” on the North Korea nedr issue As North Korea’s de

facto ally, China had been opposed to any sanctgasst the regime. Even after the
exposure of Pyongyang’s nuclear weapon progran®@3,land then in 2001, Beijing
was reluctant to join the international communityimposing harsh sanctions against
North Korea, arguing that such punishment measwasdd only jeopardize peace
and stability on Korean Peninsuifa.

However, after fierce internal debates in 2002-20@ fourth-generation
leadership came to realize that Pyongya