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Introduction

JOYCE K. KALLGREN

ASEAN'S views of China are positive yet cautionary in tone. On
one hand, there are benefits to be derived from successful Chinese
modernization but, on the other, common concern over the pressures
that may result if and when the People's Republic of China becomes a
major regional power. Considering these overlapping possibilities in
light of economic and political issues, there are differing scenarios that
the ASEAN countries may have to deal with in the coming decade and
by the year 2000.

The scenarios follow from two related but separate series of ques
tions. First, is China making progress in its modernization efforts and
will it continue to do so? And, second, what are the likelyconsequences
of such progress for the region, especially ASEAN, and with respect to
specific bilateral relations?

China scholars have assumed that modernization is a desirable out

come. Successful achievement of the Four Modernizations, namely,
agriculture, industry, science and technology, and defense, is consid
ered a "plus," with perhaps some dispute over the significance of
defense. Assessments differ on the extent of current progress and in
anticipation of future problems. How stable is the politick leadership
espousing the reforms, and how solid the transitional mechanism for a
new generation of reformers? How successful has China been in inte
grating new technology into an often conservative industrial frame
work? How attractive would a return to China be for foreign-trained
Chinese intellectuals? How is China financing the industrial effort?
What are the consequences of the growing foreign trade sector? What
development lessons, if any, may be drawn by countries in the region
from the Chinese experience? These questions in varying forms are
commonly addressed in the research efforts of Western European and
American scholars.

They are also the object of study by ASEAN scholars as well but
with an important addition, namely, what are the consequences of Chi
nese developments on the political, economic, and strategic situations
of the ASEAN countries? Some of China's neighbors—in private if not
in public—wonder about the short- and long-term consequences of PRC
policies. In the short run, the effort to move effectively and efficiently
into the ranks of the developed states has resulted in setting aside or at
least moderating some of its foreign policiesdeemed objectionable by its

vii



viii INTRODUCTION

neighbors, cutting back on military spending, and reducing armed
forces, all in the cause of ambitious but realistic goals set for the year
2000.

But what will success mean in the long run? Where will China turn
for markets? From what coimtries will it import? What effect will a mod
ernized Chinese navy have on the security considerations of China's
neighbors, who may have claims to islands that the Chinese seek? What
role and prominence in the Southeast Asian region will China want to
play? What influence, if any, will it seek to exert on the ethnic Chinese
minorities scattered throughout Southeast Asia in newly established
nations? What will be the consequences of its presence for the larger
powers in the area: the Soviet Union? the United States? even posably
India?

In January 1987the Kuala Lumpur Institute of Strategic and Interna
tional Studies with the cooperation of the Centre of Strategic and Inter
national Studies, Jakarta, and the Institute of East Asian StucHes,
University of California, Berkeley, convened a conference to discuss
many of these issues. The chapters in this book, representing efforts
from that conference, address various aspects of the Chinese moderni
zation process and its likely consequences. First are discussions on
political leadership, then economic matters, China's military polides,
its policies on ethnic Chinese in the region, its role in regional prob
lems, its bilateral relations with the ASEAN countries, and, finally,
U.S.-USSR-PRC relations and their likely consequences for the region.

With the exception of the chapter on Vietnam, the bilateral discus
sions are by scholars in the region. Most of the Americans focus on
Chinese developments, with limited comment on the implications for
ASEAN. On the other hand, the ASEAN scholars always deal with the
two basic issues: the positive potential from Chinese modernization and
the negative scenario that may follow renewed Chinese economic and
military strength.

Many of these analyses are colored by the ongoing Vietnam-
Kampuchea turmoil. The lack of progress by January 1987, when border
clashes between China and Vietnam were in progress during the coirfer-
ence, may account for much of the pessimism here, more than would be
the case in mid-1988. But the struggle in Kampuchea, intervention by
the Vietnamese, Chinese support for the Khmer Rouge, and the differ
ent scenarios for expediting a Vietnamese withdrawal from the region
are themes that emerge in most of the chapters.

For, if there is one area in which ASEAN has taken the lead—and
thus demonstrated its effectiveness in regional matters—it is in the dip
lomatic problems arising from the Kampuchean-Vietnamese conflict.
ASEAN has presented the region's views in the United Nations. It has
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also taken some actionto explore and to some extentsupport the idea of
a zone of peace, freedomand neutrality in the region. In addition, there
is some limited trade cooperation among the member states, though the
organization does not, in fact, fimction as an Asian European Economic
Community. In contrast to ten years ago, ASEAN's image and presence
have developed considerably, but outside of the Kampuchean problem,
its effectiveness in regional matters has yet to be fully realized.

Readers will inevitably differ with some of the viewpoints of the
various authors. For the most part, they have been given considerable
leeway in expressing their views and the proferred facts to support
them. The result provides a range of judgments about Chinese inten
tions but leads to occasional duplication as authors defend their posi
tions. This is especially true for the discussion of Vietnam and
Kampuchea. Scholars in the region writing about Chinese relations
with a frontline state that is ethnically Chinese or has a large Chinese
minority express their views with differing degrees of intensity. A sense
of their perspective might have been lost had too severe editorial con
straints been placed upon their manuscripts. Readers should also keep
in mind that little updating was possible after January 1988, especially
in respect to Vietnam and Kampuchea. Nor has it been possible to
incorporate references to the Sihanouk discussions in December 1987
and January 1988. Keeping these qualifications in mind, let us turn to
the views expressed by these participants in the Kuala Lumpur confer
ence on the evolving relationsWp between a modernizing China and the
ASEAN community.

The first group of authors focuses primarily on the internal experi
ences of the Chinese when viewed from political, economic, and mili
tary perspectives, the heart of any appraisal of Chinese progress.
Kenneth Lieberthal addresses the nature of the change, with special
emphasis on the political component. He categorizes the types of
reform, regimes, and leadership that such models seem to develop. The
politicaland economicpossibilitiesrange from a corrupt regime (corrup
tion considered as the core characteristic of such a system), to radical
reform, moderate reform, an abandonment of reform, and, finally, to
system breakdown. Against this backdrop he discusses the issues of
leadership succession, the inputs from economic reforms, and the
effects of certain foreign problems such as Hong Kong. Lieberthal fore
sees the probabilityof radicalreform some ten to fifteenyears hence but
concludes that "two factors—succession politics and a sluggish
response to the search for foreign markets—make the interim prospects
for moderate reform or abandonment of reform more likely."

Professor Abhinya Rathanamongkolmas, in her emphasis on politi
cal leadership, sets forth three alternatives in terms of schemes of eco-
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nomic development—left, right, and moderate. She addresses tiie
forty-year history ofthe leadership and lists by time period salient polit
ical and economic events. From her perspective the PRC is now in a
"moderate" period where "managerial modernizers" constitute the
new leadership. As with Lieberthal the matter of transition is of key
importance. Rathanamongkolmas also discusses the implications for
Southeast Asian security of the role of ethnic Chinese and concludes
with a judgment that is roughly congruent with Lieberthal, though her
categories differ. She believes that the desire to develop its economy,
together with a still "inadequate military capability" willcompelChilia
to maintain a low nonaggressive profile. Her conclusion places empha
sis upon the leadership component; "National interest wUl cause China
to maintain and promote amicable relations, a policy likely to be contin
ued as long as the managerial modernizers dominate Chinese politics."

Economic reformsin the post-Mao period are analyzed by K. C. Yeh
and Reynaldo Ty y Racaza. Yeh addresses the difficult issues that may
limit continued success, especially persistent inflationary pressvures. He
outlines the impact of a "high-growth" scenario for China because it
would be most significant for Southeast Asia, specifically trade. Yeh
concludes, therefore, that the "impact of China's economic reform on
the strategic environment is likely to be a mixed blessing."

This view contrasts with Reynaldo Ty y Racaza's summary of Chi
na's economic achievements and current policies and their implications
for ASEAN. An observation about potential conflict notwithstandirig,
he is moreoptimistic about Chinese-ASEAN relations—"It seems likely
then that China and the ASEAN countries may sustain relatively har
monious economic relations," concluding with a call for cooperative
efforts against forces that may block China's and ASEAN's develop
ment as well as that of other Third World countries.

Military policies follow as important consequences of political and
economic modernization policies. Though Chinese modernization
efforts have resulted in officer retirements and a reduction in the total
number of armed forces, the matters of China's militaryintentions and
capability remain crucial concerns for ASEAN as an entity and for its
constituent members. Here also there is a division of views, though not
as sharp as one might expect. In a thoughtful and detailed discussion,
Harlan Jencksoutlines the strategicconsiderationsof the ASEAN region
in light of Chinese military modernization and concludes with some
judgments about future Chinese-Vietnamese relations. Despite his
acknowledgment of efforts to upgrade their military preparedness,
Jencks tends to be moderate in his expectations.

Stephen Leong, for his part, also discusses many aspects of Chinese
modernization but is more inclined to stress the possible aggressive
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scenarios that may resxilt. In that sense, the two discussions balance
each other to some degree, whereas Edward Ross's views are somewhat
apart. Ross sets forth the nature of American military assistance policies
for China in a reassuring manner with a view to explaining their limita
tions and to stressing the defensive character of some items and pro
grams. This chapter was updated to December 1987 and includes a
valuable chronology of U.S.-China relations.

If military policies and accompanying strategic considerations are of
primary importance for regional discussions, the role of ethnic Chinese
in the region and likely policies of the PRC ranked second at the confer
ence. This issue was the central concern of Robert Ross and Chan Ngor
Chong. Ross surveys the various countries in the region as well as Chi
nese policies toward the overseas Chinese and concludes that there are
no direct security issues posed by the overseas Chinese but that "Bei
jing's pursuit of the economic resources of Chinese abroad does
heighten the valid domestic security concerns of the host countries."
Chan addresses the problem thoughtfully, focusing on the pre-1976 per
iod with due regard for changing domestic problems that impact on
overseas Chinese policy. He also looks briefly at the differing economic
roles of the various Southeast Asian Chinese communities. Whereas

Ross notes the possible complications for China as its strength and
capacity for action increase, Chan Ngor Chong stresses the key role of
the leadership in the countries of residence.

Setting the stage for the later discussions on China's bilateral rela
tions in Southeast Asia, Jusuf Wanandi provides a general survey of the
region, reminding readers of the perception by the ASEANcountries of
China as a threat. Size, population, and cultural dominance, as well as
propinquity, virtually ensure that reality. More interesting now is
Wanandi's judgment that the ASEAN members remain ahead of the
Chinese in their current stages of development as they deal with a
future agenda of crucial issues, namely, territorial sovereignty, overseas
Chinese, party-to-party relations, economic competition, and the Kam-
puchean conflict.

Although Wanandi recognizes economics as an important reality,
Chia Siow-Yue gives a more comprehensive discussion of economic
relations between ASEAN in general and its component nations,
emphasizing the relationship between ASEAN's essentially market
economies and the still largely planned Chinese economy. Chia sees
ASEAN as more dependent upon China as a source of imports than of
exports. She believes that China can play a significant role in helping
ASEAN diversify its trade and be less dependent on developed market
economics. Chia also recognizes, however, that ASEAN has been expe
riencing a widening deficit in its trade with China despite efforts to
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achieve a balance. She thinks that the economic benefits for ASEAN
from a prosperous and economically vibrant China far outweigh the
costs and that China like Japan can become an engine of growth in die
region. Such economic development—for Chia, as well as for other
authors here—depends upon nonideological development.

In the bilateral analyses, we can discern severd common themes,
many of which are related to issues raised by previous authors. Edgardo
Maranan finds relations between China and the Philippines largely
problem-free. Concentrating on its own economicand politicalrecovery,
the Philippines may view the Chinese experience as a useful modiel.
Indonesia, on the other hand, remembers its clashes with China during
the coup efforts by Indonesian communists and is more inclined to
focus upon the development of trade with political normalization still
some way off. Hadi Soesastro illuminates the difficulties confronting the
Chinese and Indonesians in their efforts to improve trade and con
cludes that since formal diplomatic relations cannot be restored until the
Chinese Communist Party abandons "its policy of interfering in com
munist movements in Southeast Asia," current trade efforts should
focus on the ways and means of improving informal trade relations. The
author does not seem optimistic of a positive outcome.

For Singapore and Malaysia, the overseas Chinese problem is
weighed against the obvious attractiveness of increased Chinese trade
and commercial relations, particularly in recent years when economic
growth in both ASEAN countries has slowed. In the case of Singapore,
economic and political relations with China have improved (though nor
malization has not occurred), but a constant theme in Chin Kin Wah's
chapter is his concern that Singapore continue to stay ahead in the rush
toward development and that China honor its commitments to eco
nomic modernization. In the case of Malaysia (Bahari), economic ties
are attractive, but there is a great deal of anxiety because of the racial
divisions in the society. Though attracted by the commerce and busi
ness with China that would be desirable for a country that has suffered
a decline in markets for its raw materials, Malaysia's deep-seated fear of
Chinese dominance is still a consideration in both government and
scholarly circles.

The chapters by Sukhumbhand Paribatra and Douglas Pike with
respect to Thailand and Vietnam, respectively, shed light on current
strategic and military considerations as well as on long-term develop
ments. Sukhumbhand notes the development of military relations and
personal connections that would seem to accompany the transshipment
of arms to the Kampuchean guerrillas. Pike outlines geographic realities
and is evenhanded in arguing that both Vietnam and China have con-
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tributed to the difficulties that characterize their relations. He is not
optimistic about an early resolution.

In the concluding essay on the relations among the Soviet Union,
the United States, and China, Robert Scalapino notes the marked
degree of fluidity that characterizes relations among the three powers
but comments that priority seems to be given to economic matters and
development—an observation borne out by the other discussions. Scala
pino recognizes the continued doubt among the ASEAN countries
about Chinese intentions, as well as about the Soviet Union's. His
assessment of Chinese and Soviet relations with the United States
emphasizes gradualism. Indeed, in his conclusion, Scalapino reaffirms
the economic focus, sets aside the prospects for political convergence,
and notes that with the changes in communist governments, great
power accommodation, though partial and tentative would "appear to
be in the offing. And among the available alternatives, this is the best
one for the smaller states, including those in Southeast Asia."

Taken together, the views expressed here illustrate how pervasive
are regional fears of Chinese power and at the same time the attractive
ness of the obvious economic potential of a modernized China. A note
of realism characterizes even the most optimistic appraisals. At present,
the Kampuchea struggle serves to unite the nations of the region in
their efforts to resolve the conflict. Differences in perspective between
frontline states such as Thailand and island nations such as Indonesia
are still present, but they are more muted in light of a positive Chinese
effort in Southeast Asia.

The world powers are still present in Southeast Asia. The links
between Vietnam and the Soviet Union are threatening to the PRC.
American interests and its presence are both sought but are also sources
of concern. When the Kampuchea problem is resolved, sustaining the
power and leadership of ASEAN will become an urgent task. The
authors set forth various problems that may heighten centrifugal forces;
they are less effective in establishing the means whereby ASEAN can
sustain its ability to provide a regional response to new challenges.

Though historical themes recur throughout these pages, reminding
readers of the capacity of nations to transfer longtime fears into current
difficulties, it is iso true that the countries ofASEAN show considera
ble ingenuity in developing economicpolicies to resolve potential prob
lems with China while hoping to profit from Chinese progress. This fact
suggests the possibility of continued progress toward forging new rela
tionships between China and ASEAN.





PART ONE

Political Leadership in China:
Implications for Southeast Asia





1. Implications of China's Political
Situation on ASEAN

KENNETH LIEBERTHAL

China's policies directed toward the ASEAN countries since 1978
have been closely linked to the PRC's domestic priorities, with the
important exception of the spinoffs of China's Vietnam strategy. Other
chapters in this volume examine the various policy developments in
China's relations with the ASEAN countries. These developments thus
warrant only brief mention here as a basis for discussing which Chinese
domestic priorities are of greatest importance for underpinning a con
structive Chinese policy toward ASEAN in the future.

In broad terms (and with some important exceptions), China has
been playing a more constructive role in Southeast Asia during the
1980s than was previously the case. Specifically, the PRC has sharply
reduced its support for subversion in the area. This includes a virtual
halt in physical support to Southeast Asian communist parties and rev
olutionary movements. It also encompasses cessation of verbal encour
agement for these politically subversive movements.^ Indeed, China's
own turn away from Maoism has itself greatly reduced the role of the
PRC as a source of ideas and an energizing model for radicals in other
Asian countries.

This retreat from subversion has been coupled with a policyof seek
ing improved state-to-state relations. Among the ASEAN countries this
effort has, perhaps, borne the most fruit with Thailand. Nevertheless,
China has proved willing to increase substantially its contacts with
ASEAN states with which it does not have formal diplomatic ties, and it
has sought to nudge each of these relationships toward normalization.
Foreign Minister Wu Xueqian's April 1985trip to Indonesia to commem
orate the thirtieth anniversary of the Bandung conference exemplifies
this effort.2

^See, e.g.,William R.Heaton,. "Chinaand Southeast Asian Communist Movements: The
Decline ofDualTrack Diplomacy," Asian Survey, vol.22,no. 8 (August 1982), pp. 779-800.
^Wayne Bert, "Chinese Policy Toward Burma and Indonesia," Asian Survey, vol. 25, no. 9
(September 1985), pp. 963-80. See also Eric Teo Chu Cheow, "New Omnidirectional
Overtures in Thai Ibreign Policy," Asian Survey, vol. 26, no. 7 (July 1986), p. 747, which
callsChina, "the new de factopatron of Bangkok" (the older patron is the United States).
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China has, additionally, sought improved economic ties with the
ASEAN states. This effort has focused primarily on luring investment
from, and increasing trade with, overseas Chinese in the region,
although it has also extended beyond the overseas Chinese community.^

China's role in the region has not, of course, been totally benign
during the 1980s. Its dispute with Vietnam has put obstacles in the way
of a potential settlement in Kampuchea and has de facto had the effect
of increasing the Soviet Union's presence in Southeast Asia. China also
retains the potential to be a more assertive and disruptive force in the
region, both indirectly and via its overseas Chinese populations in tiie
area.

On balance, though, the trends in Chinese policy toward the ASEAN
countries since the end of the 1970s have been preferable to the nature of
the PRC's policy in this region in earlier years. China's size, the existence
of overseas Chinese communities, and other factors wiQ always make
people in the ASEAN countries somewhat cautious about PRC policies
throughout the area. But given the range of realistic possibilities, recent
Chinese policy has been relatively constructive (again, setting \Tetnam
aside).

The core questions for this chapter thus are twofold: First, how will
the domestic priorities that have supported policy toward ASEAN in
recent years fare in Chinese politics over the coming years? And second,
how will the repercussions for ASEAN vary with different scenarios for
the future development of domestic Chinese politics?

Prospects for Chinese Developments

The Reform Programs in China

Chinese politics since 1978 have allowed for considerable experi
mentation in the search for a viable framework for "reform."^ In &e

wake of the ideologically supercharged atmosphere of Mao Zedong's
last decade, the changes wrought since 1978 have been bold and, some
times, disruptive and disorienting. In analyzing these changes and their
future, however, it is important to appreciate that two basic (and some-

^Chiitese \^ce Premier Tian Jiyun articulated the goals of improved economic and political
relations with ASEAN during his October 11-28, 1986, visit to Singapore, Malaysia, the
Philippines, and Thailand. See Xinhua English-language service on these dates. Chinese
trade figures with the ASEAN countries through 1983 are provided in Zhongguo dui wai
jingji maoyi nianjian, 1984 (Yearbook of China's Foreign Trade, 1984) (Beijing: China For
eign Trade Publishing House, 1984), p. 4.
^This sectiondraws on KennethLieberthal, "The Futureof Reform in China," AEI Foreign
Policy and Defense Review, vol. 6, no. 3, pp. 3-10.
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what overlapping) reform efforts have been articulated and debated dur
ing this period. One, the "moderate" agenda, seeks simply to make the
socialist economic and political system work more efficiently and equi
tably. The other, a "radical"^ approach, seeks to alter core premises of
the socialist system itself. Neither reform approach has produced an
accepted canon or dogma.

In broad terms, the moderate concept of reforms incorporates the
following general policy elements and trends. First, moderate reformers
envision broad institutional changes in the direction of reducing the
scope of administrative responsibility of the party apparatus, sharply
curtailing the military's role in domestic political and economic affairs,
cutting back on political coercion (and thus reining in the public secu
rity and propaganda organs that previously played central roles in
coercing the populace), and bolstering the resources and authority of
the State Council units that run the economy. In sum, these institu
tional changes are designed to shift China from a totalitarian to an
authoritarian system^ by restructuring both relations among the major
ruling bureaucracies and relations between the political organs them
selves and the society.

Second, the moderates have tried to bring younger, better educated
individuals into leading positions. This effort has produced major per
sonnel turnover in leading positions at both provincial and central levels
in the party, state, and military hierarchies. In general, those moving
into key leadership positions have more technical training than did the
older cadres they are replacing.^

Third, moderates are making greater use of material incentives to
enhance efficiency and are utilizing market forces to guide production
and distribution where the state cannot effectively directly manage
these functions. The most important initiative in this category is the de
facto decollectivization of agriculture that began at the end of the 1970s
and became the dominant feature of agricultural production during the
early 1980s. The startlingly successful results of this policy provided
enormous momentum for the extension of the reform effort into the

urban economy. There, material incentives in the form of bonuses have
joined with other measures (such as greatly reducing the number of

^"Radical" isusedhere tomean a willingness to make major breaks with therecent past.
It does not connote leftism.

^Michel Oksenberg and Richard Bush, "China's Political Evolution: 1972-1982," Problems
of Communism, vol. 31, no. 5 (September-October 1982), pp. 1-19.
^A. Doak Bamett, "Ten Years After Mao," Foreign Affairs (Fall 1986), pp. 47-48, provides
basic figures on these changes.
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items directly controlled by the national economic plan) to reduce sub
stantially the extent to which administrative decisions made in Beijmg
structure the choices and activities of urban workers and managers.
These measures have been accompanied by concerted efforts to brmg
about a sectoral shift in economic growth in favor of light industry and
agriculture at the cost of some growth in heavy industry.®

Fourth, the moderates have also supported opening the coimtry in a
limited way to the international economy, including importing and uti
lizing foreign capital and technology. They look to the international
arena for capital, technology, some managerial skills, and for export
markets. The moderates have proven willing to tolerate greater regional
inequalities within China as a natural consequence of this ttim abroad
and priority on rapid economic growth.^

Finally, the moderates support policies to promote economic growth
based on a rational utilization of scarce resotirces. These include, for
example, increasing the use of feasibility studies in the decision-making
process^® and improving the academic quality of the educational system.
In sum, the moderate variant of the reforms is itself quite ambitious.

China since 1978 has basically implemented this moderate set of
initiatives. While these initiatives have not yet fully run their course, fhe
major part of this approach had been put into place by the end of 1984.
To the moderate reformers, much of the effort required in the future
would amoxmt to fine tuning these basic ideas. The available evidence
suggests that virtually all current leaders in the Politbxuo, Secretariat,
and State Council Standing Committee agree that the above policy
thrusts, at a minimum, are necessary. There is some disagreement,
though, over how far many of them should go.

The more ambitious radical reform agenda builds on the above ini
tiatives but is premised on the notion that more fundamental compo
nents of China's system must change if the country is to achieve weMth
and power over the coming decades. The radical reformers thus have
supported the above initiatives since 1978, but they regard them as sim
ply necessary stepping stones to more basic changes. While there is no
program to which the radical reformers have aU agreed, some of their
fundamental ideas have found their way repeatedly into the Chinese

®See esp. the articles by K. C. Yeh and by Robert M. Field in China Quarterly, no. 100
(December 1984).
^"Regional Belts: Rich Get Richer/' China Economic Letter, vol. 2, no. 18(September 22,
1986), pp. 1-6.
^®Kenneth Lieberthal and Michel Oksenberg, Bureaucratic Politics and Chinese Energy Devel
opment (Washington, D.C.: U.S. Government Printing Office, 1986), esp. ch. 6.
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press ar\d journals dating back to the late 1970s. These in their totality-
would move China a majorstep toward a market economy.

Some of the core ideas of the radical reformers are the following.
First, change the nature of ownership of major enterprises so that the
managers of these firms no longerlookto state administrative organsas
their ultimate bosses. Second, substitute interdependence for enlight
ened self-reliance in China's conceptualizationof its relations with the
international economy. This would see the international arena as more
than a last-resort source of imports aimed at import substitution goals
and would, rather, recognize an international division of labor and the
energizing effects of internationally based competition." Third, rather
than seek to makeplanningmoreeffective, fundamentally alterthe rela
tive role of planning and of the market in favor of the latter. Fourth,
create labor, capital, and land markets, as well as markets in intermedi
ate products. And finally, greatly enhance the role of the banking sys
tem at the cost of the power of the planning, finance, and ministerial
systems in governing the economy."

In short, the radical reformers want to undertake initiatives that
could alter in rather basic ways the relationship of the state to the econ
omy and the nature of ties between China and the outside world. In
many ways, the crux of the issue that divides moderate from radical
reformers is their different perceptions of the repercussions of the mar
ket. Former party general secretary Hu Yaobang, ZhaoZiyang, and Tian
Jiyun (to name somekeyradical reformers) believe the market provides
discipline, efficiency, and incentives for innovation. By contrast, Chen
Yun, Yao Yilin, and Li Peng, all of whom are moderate reformers, see in
the market more chaos than efficiency and therefore want to permit the
market to determine production and distribution only when the state
carmot itself handle these well. Thus, to the more moderate reformers,
the marketis an arenathat producesanarchy and inequity as much as it
engenders efficiency and innovation.

Deng Xiaoping is the obvious omissionfrom this list. He is clearly
the most radical reformer among the powerful elder statesmen (includ
ing also Chen Yun, PengZhen, LiXiannian, Bo \lbo, \kng Shangktm,

^^See Zhang Yunling, "International Economic Environment and China's Development/'
paper presented to the Conference of [Chinese] Scholarsof InternationalRelations (Hous
ton: June 20-22, 1986).
"Major elements ofthe radical reformers' ideas are presented inRenmin ribao, March 28,
1986, in Foreign Broadcast Information Service (hereafter FBIS), Daily Report, Chirm, April
10, 1986, pp. Kl-6. For a trenchant critique of the moderate reforms by an advocate of
radical reform, see Yang Xiaokai, "Zhongguo di jingji tizhi gaige" (Reform of China's
economic system), Zhishiferal (July 1985), pp. 38-45.
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and Wang Zhen), but it stretches the evidence to state that Deng is
wholly a radical reformer, even though he has provided support and
protection for the radical reformers since the late 1970s.

Looking to the future, there are some important policies that both
the moderate and the radical reformers support. Both, for example,
agree on the importance of bringing younger, better educated cadres
into positions of responsibility. Both groups, moreover, basically sup
port continuation of one-party rule by the Chinese Communist Party
(CCP) in a politically less coercive system. Neither group, therefore,
sees politicalpluralism and Western-style democracy as desirable, near-
term goals of the reforms (although the more radical reformers would
probably feel comfortable with a less strict cultural regime than would
the moderate reformers).

The major political differences between moderate and radical
reformers thus lie in the political ramifications of their respective eco
nomic programs. The rascal reformers would push the changes in
power among key bureaucratic institutions much farther than would
their more moderate counterparts. The radical reformers would also
permit more wide-ranging and less fettered interactions with the inter
national arena and greater disparities of wealth at home. These different
basic policy thrusts would bring with them important implications for
the relative power of various party and government bodies, the rela:tive
wealth of various regions and of different sectors of the populace, and
the cultural and social dynamics of life in China.

Probable Political and Economic Futures

The range of possible political and economic futures for the PRC
remains broad.^^ The reforms have produced significant changes, such
as decoUectivization of agriculture, that cannot be reversed without
extraordinary effort in the future. These same reforms have, however,
generated tensions and frustrations to the extent that there is serious
question about the momentumstill remaining behind the reform effort.

Chen Yun and Deng Xiaoping, see their respective speeches to the September 1985
National PartyConference: Beijing Review 30 (September 1985), pp. 15-20. On Han Jiyun
and LiPeng, see Zhengming, no. 93 (July 1, 1985), pp. 6-8, in FBIS, Daily Report, China,
July10, 1985, pp. W3-5.On Li Peng, see also Xinhua, December 13, 1985, in FBIS, Daily
Report, China, December 18, 1985, pp. K17-18; and Dong Xusheng, "Zhongguo weilai:
Liu Su pai yu liu Mei pai di da bodou" (China's future: the big strugglebetween those
who studied in the USSR and those who studied in America) Zhongguo zhi chun (China
spring), no. 11 (1985), pp. 1-16.
^This section draws on Michel Oksenberg and Kenneth Lieberthal, "Forecasting China's
Future," National Interest, no. 5 (Fall 1986), pp. 18-27.
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And, as explained above, there is an important level of disagreement
among the leaders as to the desirable nature and scope of future
reforms.

In broad terms, there appear to be five realistic scenarios for the
development of China over the coming decade. Each of these posits a
distinctive set of relationships among the political system, economy,
and society. While they are not, strictly, different points on a continuum
of outcomes, they do incorporate a trend from minimum to maximum
centralized and unified government administrative control over the
economy.scenarios are as follows.

Corrupt Regime, The attempt at reform escapes political control. The
price reform necessary for the radical reform program occurs, but wide
spread corruption prevents a functioning market economy from emerg
ing. Authoritarian rulers at the national and local levels rule by means of
systematic corruption and cronyism through a party that has lost any
sense of discipline or purpose. While some degree of corruption is
almost necessary under most of the five scenarios, in this variant, cor
ruption becomes a core characteristic of the entire system. On a larger
scale, China comes to resemble Marcos's Philippines in its last years, or
several other African and Asian states.

Radical Reform, The reforms proceed along the radical reform path,
and a historical compact is reached between the political and economic
elite in which each in effect cedes a legitimate sphere of autonomy to
the other. The party ceases to be an ideological instrument of mobUjza-
tion and instead plays an integrating function, as the Mexican Institu
tional Revolutionary Party eventually did after that revolution. The role
of the market expands dramatically, although its overall parameters
remain subject to various macroeconomic control measures. The PRC
develops a relationship among the state, the economy, and the society
that is somewhat comparable to that on Taiwan in the early 1980s.

ModerateReform, The reforms basically stall in their present moder
ate phase, and the radical reforms are never fully implemented. A
mixed system, largely planned but with a circumscribed role for the
marketplace, continues:. The party remains in perpetual quest for its
proper role, and promoting ardent nationalism becomes potentially
attractive both as a raison d'etre for the party and as a vehicle for reliev
ing systemic tensions. An economic elite emerges through the opportu
nities for entrepreneurship that the system permits, but it exists in

^^The sole exception is system breakdown, the fifth scenario.
^^Samuel Huntington, Political Order in Changing Societies (New Haven: Yale University
Press, 1968), pp. 59-71.
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uneasy tension with the politicians and bxireaucrats. The major reforms
undertaken to date, such as the open door and the decoUectivization of
agriculture, basically remain in place. Radical reformers may continue to
try to promote their program, but the system as a whole remains, in
broad terms, similar to that in 1987.

Abandonment of Reform, Deng's successors retract many of the re
forms implemented by their predecessor. The state reasserts itself. For
eign trade and investment come imder tighter central government con
trol, capital investment is again almost fully within the state plan, and
ideological and cultural policies become more restrictive. The Commu
nist Party justifies its preeminent position by claiming to represent &e
purity of the revolution, specificallyby its ability to protect the couiitry
from cultural, economic, and military "aggression." The political elite,
in short, reasserts its control over the destiny of the economy and soci
ety. This scenario represents some retreat from even the moderate
reform tendencies and would likely entail a more strident nationalism.
Direct foreign access to the society and the economy would dirninish.

System Breakdown, As has occurred in many developing countries,
there is a systemic breakdown. Not only the political elite but the lead
ers of other hierarchies (military or economic) prove unable to control
and direct amorphous social forces. The catalyst that would initiate such
a crisis is unpredictable, as is the nature of the upheaval itself. But ttie
existing structure of authority proves incapable of coping with the chal
lenge and collapses. The Cultural Revolution and its aftermath consti
tuted, in a sense, something approaching such a state of affairs, though
one deliberately induced by the nation's top leader and one from which
recovery proved possible. Such a phenomenon is unlikely to recur, but
the history of modern China as well as of other developing coimtiSes
suggests that the ability of the political system to absorb all the forces it
has unleashed cannot be taken for granted.

These alternative scenarios having been sketched out, it should be
acknowledged that a single, consistent line of development toward toy
one of them is unlikely. Indeed, as explained below, it seems likely that
the immediate post-Deng era may see several years of moderate reform
or abandonment of reform, quite possibly then followed by a renewed
period of radical reform.

Further, it is not clear that the entire country will experience a simi
lar process of change. The nature of interaction between the political
and economic realms is likely to vary from region to region in a courttry
as diverse as China. For example, Guangzhou in the south, with its
robust entrepreneurial activity, is certainly different from the still
bureaucratically controlled atmosphere of Beijing.



KENNETH LIEBERTHAL 11

Nonetheless, recognizing that the scenarios represent rather simpli
fied tendencies, it is possible to hazard predictions about the likely out
come ten to fifteen years hence. At present, there is only a marginal
chance for the emergence of a corrupt regime (although substantial lev
els of corruption might occur under almost any of these scenarios).
Even less likely is the chance of a systemic breakdown. What looks most
likely are the outcomes that cluster around the remaining three sce
narios, and thus the remainder of this analysis focuses exclusively on
these three possibilities. Of the three, radicd reform appears the most
likely over the long run. But moderate reform is almost equally likely.
The one remaining scenario, abandonment of reform, is over the long
run the least likely of the three, but it is still a very possible outcome,
especially in the short term.

The key factors that will determine the type(s) of regime(s) that will
emerge during the coming fifteen years or so can be grouped into sev
eral broad, interrelated categories: (1) the succession, (2) the economic
results of reform, (3) the economic response of the outside world, (4)
the management of the Hong Kong and Taiwan issues, and (5) the inter
national security environment.

The Succession, Deng Xiaoping has attempted to arrange for an
orderly succession, but events in 1986-87 damaged this effort. Deng in
early 1987 demanded that his protege, Hu Yaobang, resign the party
general secretary post. This demand was made in part in response to
pressures from more conservative party elders, some of whom had (in
theory) retired from politics several years earlier. The increased role of
such old men throughout 1987 highlighted the very limited extent to
which Deng had succeeded in institutionalizing and regularizing Chi
nese politics at the apex. The likely result is that the succession will
prove more difficult—and the pressures on the radical reformers more
powerful and persistent—than had appeared to be the case as late as
1986.

Initially, the succession is likely to pass to radical reformer Zhao
Ziyang, but Deng Xiaoping and his associates have also identified a
"third generation" of successors—Vice Premiers Li Peng and Tian Jiyun
on the government side, the Secretariat members Hu Qili and Qiao Shi
in the party. These leaders, however, appear to be divided between
moderate and radical reforms. Both their own public remarks and the
Hong Kong rumor mill suggest that Tian and Hu are more radical than
are Li and Qiao.

In addition, the recently retired Chen Yun, Peng Zhen, and Li Xian-
nian appear to be less sympathetic than Deng is to the ideas of the
radical reformers. Should Deng precede them in death, they might be
able to influence the succession arrangements so as to limit future
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reforms, especially after their surge of activity during 1987. Second,
the real strength of annointed successors only becomes clear in the
event, and the abilities of Zhao are yet to be fully tested. Third, the true
beliefs of the third generation and their ability to avoid debilitating
power struggles are yet to be proven.

Finally, and perhaps most significantly, Deng has yet to finalize the
succession at the apex of the military. Indeed, he has retained the com
mand of the People's Liberation Army (PLA) in his own hands as chief
of the pivotal CCP Military Affairs Committee (MAC). Some evidence
indicates that in 1986 Deng sought to make Hu Yaobang head of the
MAC—and that military resistance to this effort contributed to Hu's
political disgrace. Deng succeeded in 1987 in making Zhao Ziyang the
first ranking vice chairman of the MAC. While this was a major step in
securing Zhao's position, it did not fully resolve civilian-military ten
sions. The military could increase the possibility of abandonment of
reform.

On balance, these uncertainties must be viewed in the context of the
very substantial progress Deng has made, not just at the apex but at the
ministerial level and in the provinces, in installing people who appear
committed to either moderate or radical reform. It is possible that before
he dies Deng will succeed in bequeathing to the nation a succession
arrangement that can avoid abandonment of reform. The succession
arrangements help give the radical reform scenario its plausibility; the
uncertainties prompt weight being given to the possibilities of moderate
reform or abandonment of reform.

Economic Results of Reform. Nothing succeeds like success. To the ex
tent that the reforms continue to produce high but controlled econonuc
growth rates, the likelihood of radical reform grows.

Since 1979, the Chinese economy has performed remarkably well.
Per capita national income has risen nearly 7 percent a year. Except for
setbacks in grain production in 1985 and 1986 due to inclement weather
and a drop in sown acreage, agricultural production has grown an
astounding 5 percent per year. The value of exports has expanded from
$13.66 billion in 1979 to $26.46 billion in 1985. Imports increased from
$15.67 billion to $40.24 billion over the same period.The visual im
pressions of growth are there, too, both in urban and nearby niral
areas: a better fed and clothed populace, a building boom, traffic jams,
dirtier air, a crushing demand upon leisure time activities. To be sure,
the growth is uneven. Some cities, such as Shanghai, do not appear to

'̂̂ Peng Zhen mayprove especially important in this regard.
^^China Macroeconomic Newsletter, vol. 2, no. 4 (February 24, 1986), p. 6.
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be growing as rapidly, and areas of severe poverty continue to exist in
arid, mountainous, or remote regions of the country.

In fact, the main problems confronting the reformers have been
those indicative of an overheated economy: inflation, government defi
cits, rapid drawdown of foreign currency, the import of luxury con
sumer goods to sop up disposable income, and high rates of capital
construction (sometimes in economically unsound investments). These
problems prompted the leaders to retrench and step back from the
reforms on several occasions, most noticeably in late 1980 and again in
1985-86.19

The growth pattern can be linked to the alternative scenarios.
Should growth exceed 10 to 12 percent for a sustained period, the possi
bilities of the corrupt regime scenario would grow. The economy might
be expanding more rapidly than the political system could absorb and
order. Population shifts into urban areas, acute shortages of inputs in
high demand, and other factors would greatly increase the opportuni
ties for—and payoffs from—corrupt official behavior. Continued real
growth at 5 to 10 percent even as radical reform measures are tried
should enhance prospects for the radical reform scenario, as such
growth would legitimize price reform and other disruptive policies
while keeping the situation under reasonably sound control. A slow
down of growth would make it increasingly difficult for the reformers to
resist those who seek greater stability and predictability. Thus, growth
of under 5 percent could enhance the short-term prospects for abandon
ment of reform.2o But over the longer term, abandonment of reform
itself is probably incapable of stimulating a higher rate of growth in
China's increasingly complex economy. Pressures for moderate or radi
cal reform would then grow.

The key near-term question, then, is whether the growth can be sus
tained within the 5 to 10 percent range while more radical measures are
tried. As far as preventing excessive growth is concerned, the leaders
have already demonstrated their capacity to retrench when needed. Their
tools, however, are blimt ones; and retrenchments tend to be almost too
restrictive, generating a boom-bust cycle.Moreover, some economic sec
tors are difficult to reach and cool off, especially locally funded capital
construction. As the leaders recognize, they lack the monetary and &cal

^^China Macroeconomic Newsletter, vol. 2, no. 5 (March 10, 1986).
^®This is a widely heldview among Chinese leaders and economists. It reflects the extent
to which all reformers have based their legitimacy on the promise that their measures will
raise the standard of living of the people.
^^China Macroeconomic Newsletter, vol. 2, no. 5 (March 10, 1986).



14 CHINAS POLITICAL SmMTION

tools to regtdate the economy in as refinedand surgical a fashion as they
would like. (These tools maydevelop overtime, as the taxation, banking,
and accoimting systems are modernized.)

As to sustaining growth above 5 percent, the prospects are good.
Agriculture will not be able to sustain its 1980-84 record, which is par
tially attributable to unusuaDy good weather from 1982 to 1984 and par
tially to the unrepeatable gains from decoUectivization and the introduc
tion of new incentives. However, the industrial sector retains great prom
ise. Measures can be taken to alleviate bottlenecks in transportation,
communication, and energy. Managerial inefficiencies can be gradu#y
reduced. Over the long run, environmental constraints (water and air
quality) and inadequately trained manpower—the result of long neglect
of the educational system and its drastic dislocation during the Cultural
Revolution—may prove to be more fundamental obstacles to sustained
growth. But most foreign economists agree that the ingredients are in
place for sustained growth above 5 percent per year, assuming no gross
political or social ttirmoil. Here, too, is cause for assigning somewhat
higher probability to the radical reform scenario.

External Response. The reformist development strategy assigns high
priority to the acquisition of foreign technology, equipment, and capital.
The Seventh Five-Year Plan projected a 40 percent increase in foreign
trade (with the quiet hope that it may reach 50 percent).22 It origin^y
anticipated a total capitd flow to China through foreign investments,
foreign aid, borrowing at concessional and commercid interest rates,
drawings on the International Monetary Ftmd (IMF), and so on of
roughly $30 to $40billion during the same five years, from 1986to 1990.

Yet it must be stressed that an important portion of the projected
growth depends on the infusion of capital and technology from abroad,
and in this the figures for 1986and 1987were disappointing. Moreover,
the Chinese expect to secure increased access to foreign markets in
order to pay for their imports. They wish to keep their borrowing at
commercial interest rates at a minimtim and to avoid heavy indebted
ness or problems in their current accounts.

The reform program would be adversely affected by a reimposition
of strict foreign controls over technology flow to China, protectionism in
the outside world, or a continued decline in the interest of foreign firms
in investing or establishing co-production arrangements in China. There
seems little likelihood of a tightening up on Chinese access to foreign
technology; indeed, the trend is strongly in the other direction. But a

^"Details of the Seventh Five-Year Plan/' Summary ofWorld Broadcasts FE/8235/C1 (April
17, 1986), pp. 1-34.
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note of caution is necessary with respect to the other considerations.
China earned roughly 20 percent of its foreign exchange from petroleum
exports in 1980-85; with the drop in world energy prices, it must com
pensate for the loss through an intensified effort to expand export of
manufactured commodities.^^ China has incurred trade deficits since

1985, and it may be facing a chronic balance-of-pajnnents problem.^^ To
date, it has relied heavily on textiles; overall export performance since
1985 has been below expectations. Uncertainties in this area give some
weight to the moderate-reform or even abandonment-of-reform future.

Further, many foreign firms are wearying of the battles of establish
ing co-production arrangements.^^ While China has done a great deal to
create a hospitable climate for foreign firms, the problems of doing
business—in terms of bureaucratic impediments, coping with inconsis
tent policies and high costs, and repatriating earnings—are discourag
ing. China is not yet competitive with many East and Southeast Asian
countries, and Chinese expectations of a foreign rush to its gates have
not been met. In addition, some of the measures to attract foreign firms,
such as the special economic zones (SEZs), are quite controversial
within China. At some point alleged Western and Japanese inadequa
cies and the reform efforts to attract the foreigner to China could come
under attack. Hence, the prognosis has to be hedged, and some weight
has to be given to the moderate-reform or even the abandonment-of-
reform future.

Management of Hong Kongand Taiwan Issues, Related to the problems
caused by external factors is that of how the leaders continue to manage
the Hong Kong and Taiwan issues. Deng Xiaoping and his associates
have made great strides in planning for the transfer of Hong Kong to
Chinese sovereignty in 1997 and in reducing tensions with the authori
ties on Taiwan. The aplomb with which they have handled these thorny
issues has been an important factor in maintaining business confidence
to invest on the mainland itself. Since 1978 the Chinese leaders have

demonstrated pragmatism, patience, and persistence in pursuit of their
objectives toward Taiwan and Hong Kong.^^

^"Manxifacttiring Exports Offset OilRevenue Loss/' China Macroeconomic Newsletter, vol.
2, no. 15 Quly 28, 1986), pp. 1-3.
^^China Economic Trends (Washington, D.C.: Rock Creek Research, Spring 1986), pp. 87-
108.

^James Sterba, "Firms Doing Business in China Are Stymied byCosts andHassles," Wall
Street Journal, July 17, 1986.
^^See, e.g., the series of articles on Hong Kong in China Business Review, vol. 12, no. 5
(September-October 1985), pp. 30-46.
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Can these interrelated issues continue to be well managed? As the
1997 transfer date comes closer, unease in Hong Kong will surely rise
and increased migration will occur. How will the mainland respond to
these predictable jitters? Under the slogan "one country, two systems,"
the stated intent is to allow Hong Kong to retain a separate, capitalistic
economy and to enjoy administrative autonomy. Yet the CCP and the
PLA will exist in Hong Kong, and many mainland ministries and corpo
rations wiQ have subordinate units there.^^

Things could go awry. Demands by the citizens of Hong Kong to
participate in decisions about their own political future could elicit
tension-inducing efforts by the mainland to limit freedom of expression,
for example. Or the Chinese leaders may prove unable to restrain their
bureaucracies from seeking to enter the Hong Kong economy in disrup
tive fashion. After all, what has enabled Hong Kong to retain its com
petitive edge in world trade has been its raw capitalism: ineffective
firms are not subsidized, they go bankrupt. With the growing PRC pres
ence, this aspect of the Hong Kong economy is already beginning to
change. The stakes are so high that the leaders of China will probably
continue to manage the situation carefully and to prevent a catalytic
event from disrupting the plans for Hong Kong and hence the opeimg
to the outside world.

Similarly, a process of reconciliation between Taiwan and the main
land is beginning to unfold. Indirect trade, scientific exchanges in inter
national settings, and journeys to native places from Taiwan via Hong
Kong or Japan are all occurring. But the progress is fragile and the issue
remains deeply emotional. Should this progress be disrupted—for
example, through inadvertent American or Japanese intervention in a
process that is occurring through Chinese initiatives—the skeptics of
reform would use this nationalistic issue to flail their opponents.
Destabilizing political developments on Taiwan coxild also force this
issue to a head in the direction of a hardening of policy—with poten
tially wide-ranging repercussions—in Beijing.

The International Security Environment. Both economically and psy
chologically, the radical reform program rests on an assumption that
astute diplomacy can keep China out of military conflict over the com
ing decade and more. Any sharp deterioration in China's security envi
ronment would create pressures toward the reassertion of state control
over the economy, greater resources devoted to heavy industry, and a
more nationalistic political program designed to justify the resulting sac-

^^John P. Bums, "The Process of Assimilation of Hong Kong (1997) and the Implications
for Taiwan," AEI Foreign Policy and Defense Review, vol. 6, no. 3, pp. 19-25.
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rifices in the standard of living. Depending on the size and nature of the
external threat, pressures for abandonment of reform, or at least for
adhering to moderate versus radical reform, could result.

There are, in sum, continuing uncertainties about China's future
political and economic developments. The above analysis indicates that
the current Chinese leadership can at best exercise limited influence
over the five major factors that may shape the type of system the PRC
develops over the coming years.

Assuming that the five factors introduced above develop in a fash
ion that is, on balance, neither wholly favorable nor completely unfavor
able to the radical reformers, China will probably in the late 1980s and
early 1990sexperience a period of some political and economic retrench-
ment.28 Such a retrenchment might appear to resemble abandonment of
reform, but the new regime would probably fairly soon move back to
moderate reform.

This prognosis is based on several considerations: that there will be
a time directly after Deng Xiaoping's demise when it will be politically
difficult to muster the authority to undertake bold new initiatives; that
concerns over corruption and increasing foreign influence will make a
harder line on these issues an attractive position in the jockeying for the
succession; that China's transition, already under way, into a country
with substantial foreign debt wiU generate political strains among the
elite that wiQ make temporary retrenchment attractive; that the initial
results of growing implementation of the radical reforms (e.g., some
factory closings, inflation, and greater regional inequality) will generate
pressures for retrenchment and stability; and, perhaps most impor
tantly, that during the coalition building that will characterize the suc
cession period, it will appear to each of the contenders too risky to
promote reform policies that would undercut the power of major
bureaucracies.

Over the longer run, however, China will experience the pressures
that stem from its location at the center of the fastest growing region in
the world over the coming decades. Thus, a Chinese system that does
not encourage technological upgrading and dynamic interaction with
the international economy will probably produce an increasing level of
domestic dissatisfaction at both popular and elite levels. The pressures
for rapid growth will continue, and much of this growth will have to be

^®The following paragraphs assume that Deng's effective political demise occurs in the
next few years.
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intensive rather than extensive. '̂ The radical reform prospects shoald
thus increase in the early to mid-1990s.3<'

The long-term need for economic growth, therefore, sustains die
probability of radical reform ten to fifteen years hence. However, two
factors—succession politics and a sluggish external response to the
search for foreign markets—make the interim prospects for moderate
reform or abandonment of reform more likely. The external security
environment and Hong Kong and Taiwan developments loom as poten
tially difficult obstacles on the way to radical reform.

Implications for China's Role vis-a-vis
ASEAN

The above uncertainties render judgments about the impact of
future domestic Chinese developments on Southeast Asia and ASEAN
necessarily quite tentative. As indicated above, China's reform effort to
date (essentially the moderate reform regime) has produced a foreign
policy that has generally been favorable for the ASEAN countries. The
dynamics of this reform have created strong incentives for the PRC to
play a constructiverole vis-a-vis the ASEAN countries in both the politi
cal and economic arenas. At the same time, limitations inherent in this
effort to date have prevented the PRC from developing the d5mamic
efficiency that might enable it to become a serious challenger to iie
export markets of most ASEAN countries. In a subtle fashion, the same
cross-pressures generated by very incomplete reforms may also have
indirectly contributed to limiting the role of the United States in contnb-
uting to China's military might and in encouraging more activeChinese
involvement in Southeast Asian security affairs.

In short, when evaluating China's posture toward ASEAN, it is
important to recognize that many of the benefits stemming from devel
opments in recent years grow not only from the fact that China has
embarked on reforms but also from the fact that these reforms have
been limited. They have, on balance, nurtured a period of relatively
quiescent Chinese nationalism, created considerable willingness to try
to become an attractive target for foreign investment, encouraged a basi
cally benign foreign diplomatic policy (other than toward Vietnam), and

'̂See, e.g., Bruce Reynolds, "China in the International Economy," in China's Foreign
Relations in the 1980's, ed. Harry Harding (NewHaven: Yale University Press, 1984), pp.
71-106.

^"rhis prognosis assumes that the international economic, security, and Taiwan and Hong
Kong issues do not develop in a way that drives the PRC toward abandonment of refonn.
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yielded relatively slow progress in becoming competitive in interna
tional markets for manufactured products.

While nothing ever remains wholly the same, the above analysis of
probable internal developments in China makes it seem likely that
roughly thesame basic situation will continue for thecoming five toten
years. This prognosis could be upset by two developments. First, Deng
Xiaoping might remain active throughout this time and successfully
promote considerable movement to the radical reform regime during
this time. Second, any combination of the above elements could pro
duce a sharp turn toward abandonment of reform during a succession,
with accompanying growth of more virulent Chinese nationalism.
These two developments pose potentially quite different challenges to
the ASEAN countries.

The Challenge ofRadiml Reform

China has begun measures to implement the radical reform pro
gram, although at present these remain minor in their impact on the
overall political system and turban economy. For example, some limited
development of capital markets has occurred, and in September 1986
Beijing announced that prices of major consmner manufactures would
henceforth be set free tom government controls.^i The PRC has also
taken widely publicized measures to attract foreign capital and technol
ogy/ in the process allowing foreign vendors greatly increased access to
Chinese end users.

As of late 1987, however, the Chinese system still provides enor
mous protection for domestic industries from foreign competition. The
bureaucratic and economic policies in place also provide vastly insuffi
cient incentives for domestic firms to meet the exacting and rapidly
evolving demands of the international market. Fundamental reform pol
icies now under discussion—a bankruptcy law, free labor market, and
so forth—are necessary components of a reform that would potentially
make the PRC's firms compete effectively abroad.^^

Major political and administrative changes thus are required to cre
ate thediversity and dynamism that are necessary for becoming a major
competitive force in the Asian and world economies. These changes
necessarily entail painful adjustments both by members of the elite in
affected bureaucracies and ona broader social level. Itwill thus require
either a strong political commitment by a man aspowerful asisDeng to
force these changes through or, over a much longer period, a far more

^^Chim Economic Letter, vol. 2, no. 19 (October 6, 1986).
^^Yang Xiaokai, "Zhongguo di jingji tizhi gaige."
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dramatic demonstration that anything less than these changeswillpre
vent China from making progress on closing the gap that separates it
from many of the other countries in the region.

If China should fundamentally loosen the fetters of the socialist
bureaucracies that currently manage the economy, the potential exists
for very rapid and dynamic growth in four major regions: in thenorth
east, along a corridor from Dalian to Shenyang; in the north, centering
on Beijing and Tianjin; in the lower Yangtze, from Shanghai westward
through Nanjing andperhaps toWuhan; andin thesoutheast, centered
on the.Pearl River delta. These regions, each with its own distinctive
mix of economic strengths, could well bring roughly two hundred mil
lion Chinese into the orbit of the modem Asian economy over the com
ing three decades. The impact on the ASEAN countries would be
substantial and unsettling.

Strictly econonuc challenges aside, a robust anddynamic growth of
these regions in China would produce a great strengthening of the
country as a whole in the international arena. Greater active diplomatic
involvement throughout Asia would be one very likely result of this
development. Again, the level of discomfort in the ASEAN countries
may grow. This observation is likely to be true even though China
would, under radical reform, avoida resurgence of virulent nationalism
and of revolutionary fervor.

The Challenge ofAbandonment ofReform
Abandonment of reform almost certainly sharply reduces any direct

competitive economic threat thatChina would pose to the ASEAN coim-
tries. This posture would, however, carry with it a far greater risk that
tensions in the system would produce a stronger and more assertive type
of nationalism as a keyforce in the djmamics of Chinese politics.

The risks for ASEAN of this greater Chinese nationalism are diffi
cult to assess, since the nationalism might seek any of severaldifferent
outlets. It could, for example, produce a more assertive posture toward
the UnitedStates and Japan, especially since it wouldbe combined with
a puUback from domestic economic reforms anda reassertion ofa more
Soviet-type economic and cultural system. This reversion to a moretra
ditional socialist system characterized bystronger nationalistic impulses
neednot preclude a warming relationship with the Soviet Union, with
unsettling effects in Southeast Asia.

Other djmamics of assertive Chinese nationalism could affect the
PRC's policies toward the overseas Chinese in Southeast Asia, toward
state-to-state relations with countries in the region, and toward assis
tance to destabilizing forces in the area. Therange ofpossible actions is
simply too broad to analyze without specif5dng the particular combina-
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tion of circumstances that produce and sustain the abandonment of
reform—a task beyond the scope of this paper.

Conclusion

The above analysis leads to three broad conclusions. First, dming
theyears directly after Deng Xiaoping's demise (assuming that this per
iod begins before the radical reforms have been implemented), China
will probably go through a period of moderate reform or abandonment
of reform. Second, over a longer term, the chances of a resurgence of
radical reform will grow, to the extent that this becomes the most likely
future one or two decades hence (assuming that the external economic
and security environments remain conducive to this). And third, what
has been termed here moderate reform holds the most favorable pros
pects for the ASEAN countries,^ as this creates strong incentives for
China's constructive engagement ofthe region while limiting thePRC's
ability to compete in unsettling fashion with the ASEAN economies.

^Analysis of the implications for ASEAN of the much less likely corrupt regime or system
breakdown scenarios is beyond the scope of this chapter.
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For a long time to come, at least for the 18years until the end of the
century, we must bend every effort to do the following four things:
restructure the administration and the economy and make our cadre
ranksmorerevolutionary, younger in average age, bettereducated, and
professionally more competent; strive to build a socialist civilization
which is culturally and ideologically advanced; combat economic and
other crimes that undermine socialism; and rectify the Party's style of
work and consolidate its organization on the basis of a conscientious
study of the new Party's Constitution. These will be the most import
tant guarantees that we keep to the socialist road and concentrate our
efforts on modernization.

Deng Xiaoping
Opening speech at Twelfth CCP Congress
September 1, 1982

It is obvious that there have been socioeconomic and political
changes in the People's Republic of China since Deng Xiaoping
resumed his leadership role. These changes reflect an attempt to com
binethe struggle forequality with the struggle foreconomic moderniza
tion. It appears that this combination is difficult to achieve, for
economic modernization has received more emphasis than social equal-
ity.i The social differentiation andmaterial incentives that Mao Zedong
attempted to eradicate continue to exist.

In the communist system, the degree to which economic
development/modernization correlates with internal political change is
still a matter of debate. However, many scholars insist that political
change in the commxmist regime is more or less an unavoidable conse
quence ofeconomic development, "since changes in the economic base
inevitably required changes in the political superstructure This chap
ter assumes that change in the means of economic development has an
impact on the leadership. Development is considered to be one factor

^For the details on racial inequality in China, see David M. Lampton, "New 'Revolution'
in China's Social Policy," Problems ofCommunism (September-December 1979): 16-33.

Gordon Skilling, "Group Conflict and Pblitical Change," in Chalmers Johnson, ed..
Change inCommunist Systems (Stanford, Calif.: Stanford University Press, 1970), pp. 229-32.
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influencing the performance of the political system, thus indirectly
affecting the pattern of structural change.

Development of China's Economy

Toimderstand present economic strategies in China, we must focus
attention on past policy decisions. Since 1949, the Chinese have faced
economic problems. Deng's attempt to establisheconomic development
as a national priority can be traced back to the early 1960s. At that time,
Deng was labeled a "revisionist," or "rightist," because of his idea that
economic distribution should be "to each according to his ability," a
view in direct opposition to that of Chairman Mao. Deng was forced
from the Chinese political scene for almost a decade.

The demarcation of the Two Line Struggle, between the "leftist"
idea of Mao and the "rightist" idea of Liu Shaoqi and Deng,^ reflects
the differing conceptions of the two groups concerning man and human
nature. The revolutionary experiences of the Maoists taught them to
believe that man and human nature were active, capable, and self-
propelling entities. On the other hand, the followers of Liu Shaoqi
tended to view man as reactive and passive in the face of stimuli from
external forces, especially with regard to technology and economic
development. In their eyes, material incentives and rewards were an
essential part of the strategy to motivate man to participate in develop
ment and the nation-building process. The differences between the two
camps served as a framework for postulates about the goals, the pro
cesses, the climates, and the actors of development.

The goal of development, in both the leftist and rightist views, is
concerned with the availability and growth of consumer goods and
basic industry. However, the leftists emphasize equity in growth—"to
each according to his need." This emphasis leads to mass organization
and mass participation as a development policy. In contrast, the right
ists emphasize the efficiency of growth. The emphasis on the rational
allocation of resoturces guides the rightists to choose a developmental
policy that pelds the highest return. Therefore, the most efficientforms
of production—for example, a reliance on expertise, capital investment,
and high-technology—are employed.

The leftists focus on the spiral process of accumulating capital,
skills, and technologies for development through "self-sufficiency."
This process involves scattering resources and intensive labor. From the

^Jadc Gray, "The Two Roads: Alternative Strategies of Social Change and Economic Growth
in ... China," in StuartR. Schram,ed.. Authority, Participation, andCultural Change in Chirm:
Essays bya European Study Group (London: Cambridge University Press, 1973).
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rightists' point ofview, rapid, efficient development results from a high
rate of capital investment and technology-intensive techniques.

These contradictions contribute to the differentiation of the two
lines in terms of the developmental climate and actors involved. The
leftists prefer masses as developmental actors to the rightists' use of
skilled and educatedpersons. Allowing the massesto participate in the
developmental process, for the leftists, is not just for the purpose of
production but also for individual learning and self-transformation.
These ideas are linked to the developmental climate. The leftists sacri
fice "order" for the "transformation" seen in the case of the Great
Cultural Revolution; the rightists insist on the discipline of orgaiuzation
in transformation in order to avoid social disorder.

With these two development views in mind, many scholars believe
thatpolitics in China during the Cultural Revolution through thedown
fall of the Gang of Four was a power struggle to legitimize a specific
strategy.^ Whether this is the whole truth or not, China could not move
into the post-Mao period without carrying over some conceptions.
Hence, when Deng resumed his leadership position in 1976, he brought
his former rightist strategy for economic development. Combined with
some leftist ideology, this strategy is now viewed as the "moderate"
line.5 China has experienced a series of swings in its primary political
and economic schemes as characterized in Table 1.

The moderate line of economic development in China appears, now,
in the well-known policy ofFour Modernizations. Through the variables
listed in Table2,^ one can see that this moderate line is a deviation from
the left line of Mao, which was considered the socialist approach for
development. The use of the world market mechanism and ofmaterial
incentives are proofthat this strategy doesnot relyon a rigidconception
of socialist economy in order to reach the goal of equal distribution to
the masses. Instead, the leaders are willing to employ many different
conception methods to secure "the big pie" for the socialist state. In
short, while Mao worried about the means of economic development.

^For examples, seethe works ofParris Chang, Power and Policy inChina, 2d ed. (University
Park and London: Pennsylvania State University Press, 1978); Joseph W. Esherick and
Elizabeth J. Perry, ''Leadership Succession in the People's Republic of China: Crisis or
Opportunity?" Studies in Comparative Communism 16:3 (Autumn 1983): 171-77,
^Ibr these varied interpretations, see the Bulletin of Concerned Asian Scholars, ed. China
from Mao to Deng: The Politics and Economics of Socialist Development (New York: M. E. Sharpe,
Inc., 1983).
H would like to thank Dr. Jean C. Robinson, Department of Political Science, Indiana Uni
versity at Bloomington, for her contribution to this table.
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Table 1

Political and Econonuc Events by Time Period

Years Characteristics of Events

1950-54 Employed the Soviet model for economic development:
emphasized expertise and minimized reliance on mass
mobilization

1955-56 Moved slightly to the "left": idealized collectivization and
mass mobilization for both economic and political goals

1956-57 Shifted to the "rightist" line of development, organizing
One Hundred Flowers Movement giving political freedom
and using politicalmass mobilization campaign

1958-60 Great Leap Forward Movement: stressed mass participation
in political and economic change

1961-65 Returned to the "right" line, emphasis on conunerce and
central planning for economic development, increased
bureaucracy, more freedom to intellectuals

1966-69 Extreme "left" line, antitechnology, antispecialist
1969-76 Slow amalgamation of the "left" and the "right" lines of

economic development
1976 to Carrying the "moderate" line
present

Deng worries about the results. The Deng policies and results influence
patterns of recruitment.

New Status of Leadership

Changes in leadership patterns are a consequence of the changesin
economic development. Illustrating the change in the Chinese view on
economic value of development, Deng said:

[T]o accelerate economicgrowth, it is essential to increase the degree of
specialization of enterprise, to raise the technical level of all personnel
significantly and train and evaluate them carefully, to greatly improve
economic accounting in the enterprises, and to raise labour productiv
ity and rates of profit to much higher levels. Therefore, it is essential to
carry out major reforms in the various branches of the economy with
respect to their structure and organization as well as to their
technology.7

7iDeng Xiaoping, "The Working Class Should Make Outstanding Contributions to the
FourModernizations," speech at the Ninth National Congress of ChineseTrade Unions,
in Selected Works ofDeng Xiaoping (1975-82) (Beijing: Foreign Languages Press, 1984), pp.
146-47.
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Table 2

Pattern of Economic Development in China

In terms of: Left Right Moderate

Motive force Ideology Organization Organization

Method of
organization

Enthusiasm

(via mass
mobilization)

Discipline Discipline

Leadership style Mass line Party Party and mass

Forces of
production

Human Science/

technology
Science/

technology

Form of

education

Red Red/expert Expert

Division of labor Generalist Expertise Expertise

Economic

emphasis
Agriculture/

heavy industry
Industry Agriculture/

industry

Type of growth Labor intensive Capital intensive Labor/capital
intensive

Implementation
of start

Dialectical Planning Planning/market

Start of
participation

Decentralization

to immediate
level

Centralization Centralization/
decentralization

Incentive Moral/group Individual Individual

material/
consumption
goods

Economic foreign
relations

Self-reliance/
isolation

Soviet/socialist

camp

World market

This is in essence a demand for technical expertise to perform functional
specialization. The emphasis on the role of the generalists in Mao's era
has been changed (see Table 2), followed by changes in the form of edu
cation. The personnel for this new economic development scheme are
expected to contribute their specific skillsand techniques derived from a
new form of formal higher education and from a socialization in a mod-
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emizing society. These cadres tend to be younger than prior Chinese
cohorts and to be intellectuals with higher education levels.

Along the moderate line of economic development, the need to pro
mote growth requires expertise in science and technology as well as
managerial ability. This development policy encourages professionaliza-
tion in occupations. Moral incentives have been deemphasized and
sometimes replaced by the use of materials and consumption goods.
The school system thus becomes the major avenue to upward mobility.

These conditions help create circumstances for the emergence of
technocrats in the Chinese communist system. Fxirthermore, they influ
ence the pattern of elite recruitment and change "revolutionary" to
"modernization-oriented" values as the basis for selecting cadres to carry
out programs of economic reform.

These "technocrats" or "managerial modernizers" or "revision
ists" or members of a "new class,"®therefore, must also possess certain
administrative and personal abilities. This Chinese new class can be
seen in the leadership categorization found in the Chinese Communist
Party (CCP) document of October 1983, after the Twelfth Party Con
gress. Here, the CCP made the following decisions. Those who are aged
about seventy years or more are the first echelon. They are old revolu
tionaries who "should retire to an advisory role." The second echelon,
aged about sixty years old, is recognized as containing the day-to-day
adminstrators. The third echelon contains the future leaders in training,
aged about thirty-five to forty-five years old.^ Thus, the members of the
new class are the young experts.

The government in the post-Mao period has tried to ease the dispar
ity of educational opportunities occurring between those in urban and
rural areas. However, urban dwellers enjoy more advantages than their
rural counterparts.^® The continued implementation of a policy for eco
nomic growth that stresses specialization will certainly aggravate the
interprovincial and urban-rural inequities. Yet, it seems that the present
Chinese leaders prefer economic modernization to social equality. As

®These terms are different but possess similar characteristics. See William A. Welsh,
"Elites and Leadership in Communist Systems: Some New Perspectives," review article
in Studies in Comparative Communism 9:1-2 (Spring-Summer 1976): 165-66; David S. G.
Goodman, "The National CCP Conference of September 1985 and China's Leadership
Changes," China Quarterly 105 (March 1986): 127; Lowell Dittmer, "Chinese Communist
Revisionism in Comparative Perspective," Studies in Comparative Communism 13:1 (Spring
1980): 20-39; Milovan Djilas, The New Class: An Analysis of the Communist System (New
York: Praeger, 1957), pp. 37-69.
^Goodman, "National CCP Conference," pp. 128-29.
^®Lampton, "New 'Revolution,' " p. 31.
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Dittmer points out, "[T]his may be justified in theoretical terms by
arguing that a more egalitarian social order will inevitably follow mod
ernization in accordance with the logic of historical determinism, but
that equal distribution requires first that there be sufficient surplus to
redistribute, and the accumulation of a surplus in turn depends upon
industrialization/'!^

Consequently, inequalities in the opportunity to gain leadership sta
tus may provoke a conflict. Moreover, communist systems do not easily
mediate conflict. Violence may occur again in the resolution of power
struggles. Past experience suggests that Deng will try to avoid this situa
tion. In an attempt to prevent it, Deng has engaged in efforts to promote
restructuring of the political regime.

We see a shift away from command, dogmatic modes of action
toward procedural and empirically oriented modes. "Leam truth from
facts" means that organizations and cadres are to persuade rather than
coerce. We see the restructuring of the Party's leadership from a charis
matic to a more oligarchical one. The charismatic pattern of Mao is to be
followed by a collective leadership that emphasizes experts and political
managers. A significant degree of functional or expert autonomy is to be
granted to scientists and artists.

The political change just described is connected to the process of
succession in China—that is, the consolidation of the power of Deng
and his colleagues. The technique employed to continue the new poli
cies as well as to stabilize the political system was revealed in the
streamlining of provincial leadership in the spring of 1983 and in the
subsequent reforms at the provincial level and below. The creation of
the Central Advisory Commission as an honorary halfway house for
veteran leaders of the "revolutionary generation" made the 1983 pro
vincial transfer of power less difficult. It should be noted that the new
breed of administrative specialists who are to become provincial leaders
has two or more areas of expertise.However, Mills reminds us that
political reliability remains a far more important qualification for high
office than technical expertise.

^^Dittmer, "Chinese Communist Revisionism," p. 30.
!^These three conceptions are derived from Kenneth Jowitt, "Inclusion and Mobilization
in European Leninist Regimes," in Jan Triska and Paul Cocks, eds.. Political Development in
Eastern Europe (New York: Praeger, 1977); and Richard Lowenthal, "On Established Com
munist Party Regimes," Studies in Comparative Communism 7A (\^^ter 1974).
!^\^Mam deB. Mills, "Leadership Change in China's Provinces," Problems ofCommunism
(May-June 1985), pp. 39-40.
!^Goodman, "NationalCCPConference," p. 129.
!^deB. Mills, "Leadership Change," pp. 29-30.
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In conclusion, a need for younger technical experts to administer
state activities is compatible with some economic values of capitalism.
This need leads to a new pattern of succession and to the transforma
tion of the "revolutionary generation." The emergence of a class of
"managerial modernizers" with some bourgeois characteristics is inevi
table. There is no value consensus between the "revolutionaries" and
the "managerial modernizers," but political change brought about by a
new recruitment pattern strengthens the managerial modernizers.

New Type of Leadership and
Southeast Asia

The reaction to capitalist economic values can be seen in the pre
scriptions for and implementations of Chinese economic policy. The
conception of the Four Modernizations and the strategy of "to each
according to his work" are the ends and means China is using to reach
higher growth.^^ "Equity" is considered the equal opportunity to enjoy
the fruits of economic growth in satisfying basic human needs. Chinese
society would like to improve its economic position, and its citizens are
capable of learning to operate the machines and to follow the scientific
procedures that might lead to such improvement.

If we consider the political behavior of the present Chinese leaders,
we will find that some behavior may be compatible with the economic
plan. Some Chinese leaders emphasize the diffusion of new economic
cultures and institutions such as free competition and connections to
the world market. There is stress on the role of technocrats as the major
developmental actors. With respect to military matters, some post-Mao
policies advocate lower personnel levels and reduced budgetary alloca
tions. The recent reduction in military expenditure, the retirement of
troops and officers, and a renewed stress on professionalism are exam
ples of this tendency.

The willingness to experiment with "capitalist" means of economic
development in the socialist states suggests that antagonistic contradic
tions between capitalist and socialist values are not inevitable. The dif
fusion of these values may lead to the replacement of conflict with
"peaceful coexistence" in the international community. The economic
and social policies pursued since 1978 indicate a strong potential for
China to use the world market for its increased economic growth. The
turning of China's attention to long-deferred tasks of restructuring the

^^For details of these conceptions, see Xue Muqiao, China's Socialist Economy (Beijing:
Foreign Languages Press, 1981).
17'The Nation (Bangkok), October 9, 1986, p. 4.
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economic system, raising the living standard of the population, upgrad
ing the technological level of Chinese industry, and reducing the size of
the Chinese military establishment may help make "peaceful coexist
ence" a reality in Southeast Asia. Intensified intellectual and commer
cial exchanges between the member states of the capitalist system and
China will increase. All of these activities may help realign the interna
tional power balance in the region as well as facilitate diverse forms of
commerce between the two systems.

This discussion of development does not adequately explain the
increasingly amicable relations between China and Southeast Asia. Chi
na's national security must be of concern as weU. The Sino-Soviet strug
gle shows signs of improvement through the resumption of economic,
cultural, and personnel exchanges. However, three obstacles to Sino-
Soviet normalization—for example, the Sino-Soviet border conflict, ihe
Kampuchean problem, and the Soviet invasion of Afghanistan—still
limit progress. Despite some efforts to improve the relationship between
China and the Soviet Union, normalization is still a long way off. The
Soviet Union remains a security threat to China.^® In order to lessen this
threat, China's foreign policy toward Southeast Asia must aim to de
velop friendly ties and support.

The interests of China in Southeast Asia are to develop economic
relations with the region m order to assist its own development pro
gram, and to counter efforts by the Soviet Union to consolidate
"regional hegemonism." Hampering these goals are the worries of
Southeast Asian nations over Beijing's support for revolutionary move
ments in the region and the problem of the overseas Chinese. (Other
chapters in this volume discuss these problems.) Present Chinese lead
ers recognize those obstacles and are trying to reduce them. There have
been efforts to minimize China's ties to Southeast Asian revolutionary
movements: they completely shut down the "Voice of Thai People" of
the Thai Communist Party on July 7, 1979,^^ and the "Voice of the
Malayan Revolution" of the Malayan Communist Party on June 30,
1981.20

^®Jonathan D. Pollack, "China's Changing Perceptions ofEast Asian Security andDevel
opment," Orbis (Winter 1986): 774-75.
^^Fhai Friend Group in Europe, Crisis inPresent Progressive Thais (inThai) (Bangkok: Sam
Muan Chon Publishing, 1982), p 161.
20Donald H. McMillan, "The Maintenance of Regional Security in the Southeast Asian
Region: China's Interests and Options," in T. B. Millar, ed.. International Security in Ihe
SoutheastAsian and SouthwestPacific Region (Queensland: University of Queensland Press,
1983), p. 251.
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China wiQ, nonetheless, continue its support of revolutionary
movements. This support issue is of importance in China's domestic
politics as continued evidence of the Chinese Communist Party's com
mitment to revolutionary struggle.^! The growth of the Chinese govern
ment role in policy in contrast to that of the Party has implications for
Southeast Asia. Recent information suggests that the growth of govern
ment authority in all levels lessens the Party's role in daily government
and economic affairs. In a circular published on October 30, 1986, the
Central Committee of the CCP and the State Coimcil called on rural

party officials to cease running all the practical affairs of government
and to concentrate on the Party line, both principle and policy.22 Never
theless, with the collective leadership, China will avoid linking
"govemment-to-govemment" with "party-to-party" relationships with
Southeast Asian countries.

The main concern of Southeast Asian governments is the problem
of national security, because most of the local Communist Party mem
bers in the region are assumed to be ethnic Chinese. In addition, Beij
ing's ambiguous position on the legal status of some of the overseas
Chinese community makes matters difficult.^^ The problems of Indone
sia in 1965 are well remembered by Southeast Asian leaders. Moreover,
many Southeast Asian governments are unable to determine the extent
of support for Communists among their overseas Chinese residents.

The interest of China in the overseas Chinese in Southeast Asia has

an economic component. The ethnic Chinese, numbering about 18 mil
lion, hold economic rather than political power. They are the top inves
tors and traders, and provide a reservoir of professional expertise and
skilled manpower that could contribute to China's economic develop
ment. The problem for Southeast Asian governments is whether or not
the links of overseas Chinese to their ancestral home are incompatible
with loyalty to the states in which they now reside.

Besides being the source of manpower and financial support.
Southeast Asia can provide raw materials and technological know-how
on a basis compatible with Chinese economic interests. The Southeast
Asian region is a promising market for Chinese export goods and ser
vices as well as joint investments. However, the conservative Chinese

^^Ibid., p. 252.
^TheNation (Bangkok), October 31, 1986, p. 9.
^Formore details on howthe issue ofnationality relates to ASEAN security, seePurifica-
cion Valera-Quisumbing, 'ASEAN and China: Some Policy and Security Concerns," For
eign Relations Journal, 1:1 (January 1986): 123-50; and McMillan, "The Maintenance of
Regional Security," pp. 253-54.
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bxireaucratic attitude toward international trade and investment remains

a barrier to China's own economic development. The Chinese govern
ment is trying to modify its system to attract foreign investors and
improve relations with foreign governments. Nevertheless, fear of
China still seems to deter many Southeast Asian governments from
fostering closer economic ties.

The desire to develop its economy, and the inadequate military
capability to safeguard its security interests in the region, compel China
to maintain a low, nonaggressive profile in its relations with Southeast
Asian nations. National interest will cause China to maintain and pro
mote amicable relations, a policy likely to be continued as long as the
managerial modemizers dominate Chinese politics.
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3. China's Economic Reform

K. C. YEH

China's economic system is now undergoing fundamental changes,
the outcome of which could have profound implications for China's
own economic future as well as for other countries'. At this stage the
reform is far from complete. Nonetheless, the goals and the broad out
line of the reform program have been made clear by the leadership, and
after eight years of experimentation, profiles of the new economic sys
tem are beginning to take shape. Meanwhile, many other countries are
observing the development in China with great interest. It would be
useful to take stock of the progress of the reform movement, to assess its
prospects, and to evaluate its potential impact on other economies.

To this end, this chapter addresses two sets of issues concerning
China's economic reform. The first deals with the reform movement

itself. What is the purpose and nature of the reform, what has been
accomplished so far, and where is it heading? The second set of issues
concerns the international impact of China's economic reform. How
might a postreform China with varying degrees of success affect the
economic environment in Southeast Asia?

Purpose of Economic Reform

The purpose of China's economic reform is to improve overall eco
nomic efficiency by building a "socialist commodity economy" to
replace the command economy that has been in existence since 1949.
The basic elements that distinguish the old system from the new are
summarized in Table 1.^

Essentially, the command economy is a highly centralized planned
system in which economic activities are coordinated mainly by direct

^The organizational structure and degree of concentration of decision-making authority
varied in the past. For a historical account of the evolution of China's economic system
during 1949-78, see Zhou Tedhe,Dangdai Zhongguo de jingji tizhigaige(Reform of the eco
nomic system in contemporary China) (Beijing: China's Social Sciences Publishing
House, 1984), pp. 1-158. The old system as described here refers to an abstract model that
approximates the operational norm in the pre-1979 period. For a brief description of the
workings of the system in the early 1970s, see Joan Robinson, Economic Management in
China (London: Anglo-Chinese Educational Institute, 1975); and Liu Guoguang, "Zhong
guo shehuizhuyi jingji de liang da biandong" (Two major changes in China's socialist
economy), Xinhua wenzhai (New China digest), no. 8 (1986), p. 49.
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Table 1

Command Economy Versus Planned Commodity Economy

Planned

Basic Features Command Economy Commodity Economy

Ownership pattern

Decision-making power

Coordinating mechanism

Economic organization

Incentive system

Public ownership only

Highly concentrated in
the hands of the

state; decisions
based on planners'
preferences

Mandatory planning and
direct allocation by
the state

Enterprises as admin
istrative organs of
the state; hierarch
ical structure of enter

prises under various
departments and local
governments

Incentive system based
on ideological mobil
ization; egalitarianism
in income distribution

Public ownership
predominant, with
limited private and
foreign ownership

Enterprises, households,
and state share power;
decisions based on

multilevel preferences

Markets and prices
and guidance planning

Enterprises as
independent economic
entities; lateral
economic ties among
enterprises

Incentive system based
on material reward;
lets some people
become rich first

administrative means, its management is divided among departments
and regions, and its income is distributed on an egalitarian basis. Prices
and markets play virtually no role in resource allocation.

This system is patterned after the Soviet model, but it also has its
origin in China's own wartime experience, both of which emphasize
centralized decision making and direct allocation of resources. But Chi
na's decision to adopt a highly centralized system in the 1950s was not
without economic justification. At that time China's transportation and
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communications systems were so backward and the legal framework so
primitive that conditions for an efficient market system were lacking.
Meanwhile, the party network had an efficient channel of communica
tion and command through which the central authorities could obtain
the necessary information for centralized decision making and to
enforce policy implementation. Furthermore, the low per capita income
and the lack of entrepreneurs limited the capacity to save and the incen
tive to invest. Therefore, the state had to assume the role of the entre
preneur, and it aggressively collected the agricultural surplus by
compulsory measures and transformed it into industrial capital.

Although the organizational structure of the Communist Party pro
vided an institutional framework that made the command system in
China feasible, the system was not an efficient one. Indeed, the highly
centralized command economy has many defects. It inhibits the vitality
of the enterprises because the managers are not motivated to manage
the enterprises (or communes) efficiently or to innovate. The most
important success indicator in measuring a manager's performance is,
the extent to which he fiilfills or overfulfills his output quota. His efforts
are therefore geared primarily toward this goal, disregarding production
costs and quality control. The tensions and rigidity of the system put
additional pressure on the manager to accelerate growth of output,
encouraging him to hoard more raw materials, labor, and capital than
necessary. He is not motivated to innovate because there is little reward
for innovation, and there is the risk that a development program may
jeopardize his meeting the production quota. If he makes a profit, all of
it goes to the state budget. If he incurs a loss, the state subsidizes him.
In short, there is no reward or penalty for his performance insofar as
efficiency is concerned.

For the individual worker or peasant, there is no incentive to work
hard because under the egalitarian principle of income distribution, his
income would not increase if he does. Nor would he lose his job if he
does not.

For the economy as a whole, the product mix determined by the
planners often does not match the pattern of demand of the industrial
users and consumers. The hierarchical network of control results in

departmentalization, which in turn encourages self-sufficiency within
the department and localities, thus sacrificing the economic benefits
from specialization and economies of scale. The irrational price system
inevitably misguides the planners in resource allocation. For example,
the allocation of investment funds can hardly be optimal if capital costs
are totally neglected.
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Rough estimates of growth of total factor productivity in Qiina dur
ing 1952-82indicate that it was on average low by comparison with other
developing coxmtries,^ suggesting inefficiencies in the use of capital and
labor inputs and lack of technological advance. Supporting evidence of
widespread inefficiencies includes large consumption of energy per imit
of output, low agricultural yields, high incremental fixed capital-output
ratios, large shares of increase in stocks in total gross capitd formation
compared with those of other developing coimtries, and huge subsicfies
to state-owned enterprises with financial losses. It is primary to elimi
nate these inefficienciesand to improve productivity that the leaders have
decided to reform the economic system.

Elements of the New System

The basic elements of the new system are listed in Table 1. To reca
pitulate, the model system is a planned market-oriented economy based
on public ownership. Its specific features include the following:

1. Various ownership systems coexist, but public ownership
remains predominant.

2. Enterprises, households, and individuals are independent
economic entities with their own decision-making power,
responsible for their profits and losses, and competing with
one another.

3. The state regulates the market through economic, legal, and
limited administrative means, and the market guides the
enterprises. There are not only commodity markets but ajso
factor markets and money markets. Prices are market-
determined.

4. Income is distributed among enterprises and workers on the
basis of more pay for greater efficiency and more pay for
more work.

5. The functions of the government and enterprises are sepa
rated so that the enterprises are no longer administrative
subordinates of various departments and local governmertts,
and they are free to develop economic ties across departmen
tal or regional boundaries.

^World Bank, China: Long-Term Issues and Options (Washington, D.C.: World Bank, 1985),
p. 9.
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The Reform Movement: Progress,
Problems, and Prospects

How far has the current economic system been restructured along
the lines of the new model? The reform movement began with changes
in the rural economic organization in 1979. By the early 1980s the pro
cess of replacing the commxme system with household farming was
completed. Economic decision making has been largely shifted from the
party cadres managing the communes, brigades, and production teams
to the farm households. Rural markets multiplied in size and number.
Prices of most agricultural products have been decontrolled. In 1985
state monopoly of the purchase and marketing of farm products was
replaced by the contract system.

The economic effects of the rural reform are quite profound. The
sweeping changes have greatly enlivened the rural economy. Agricultural
output and productivity have increased markedly since 1978. The propor
tion of farm output sold at market prices trebled during the period 1978-
84.3 Rural industry, commerce, transport, and services rapidly developed,
absorbing large quantities of surplus labor released from agriculture. In
particular, the growth of rural industry was phenomenal.

In the urban economy, however, the progress of reform has been
slow. The urban reform movement went through two stages. In the first
stage, 1978-84, institutional changes were largely experimental and thus
gradual. In the second stage, 1984to date, a set of guidelines for reform
was introduced.^ To implement the reforms, the leaders have adopted
the incremental or sequential approach, taking into consideration the
uneven economic development in different regions, the shortage of
management personnel, and political resistance from vested interests.

Up to now China has not had a detailed, comprehensive blueprint
for reform.3 However, the broad objectives and principal tasks have
been clearly specified in the party's 1984Decision and the Seventh Five-
Year Plan.6 At the present stage, the focus of the reform program is on
enterprise reform, probably because of China's success with rural

^State Statistical Bureau, Statistical Yearbook ofChina 1985 (HongKong: Economic Informa
tion and Agency, 1985), pp. 24, 479.
^For an account of the early stage of urbanreform, seeZhouTaihe, Dangdai Zhongguo, pp.
159-209.For the decisions of the party, see Ounese Communist Party, Decision of the Central
Committee of the Communist Party ^ China on Reform of the Economic Structure (Beijing: Foreign
Languages Press, 1984).
^Jiefang ribao (Liberation daily), June 6, 1987, p. 3.
^Chinese Communist Party, Decision ofthe Central Committee; and Zhao Ziyang, "Explana
tion of the Formulation of the Proposed Seventh Five-Year Plan," Beijing Review, 28(40)
(October 7, 1985) pp. i-xiv.
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reform, which focused on motivating the farm households. The imme
diate goal of mban reform is to revitalize the enterprises. The method is
to decentralize the economic decision-making power to provide the
enterprise managers with the incentive, responsibility, and authority to
operate efficiently. Within the framework of the state's mandatory plans
and guidelines, the manager has the power to work out his own pro
duction and sales plans, to hire and dismiss workers, to decide on the
size of bonuses, and to set prices within limits. The state also allows the
enterprise to keep a portion of its profits after paying taxes. These
changes require the manager to assume the role of entrepreneur, iiide-
pendent of the control of the party secretary under the new director
responsibility system.

In reality, however, enterprise reform has not been very successful.^
The enterprises have been granted only limited autonomy. Although
the portion of total profits and taxes retained by the enterprise
increased, the proportion retained was only 14.3 percent in 1984.®

The decentralization of decision-making power by itself is not suffi
cient to revitalize the enterprises. The manager's power has little use
unless there are options open to him. His choices will not really maxi
mize profits or minimize costs unless they are based on a set of rational
prices. Hence, the reform program calls for other institutional changes to
complement enterprise reform. The first and foremost of these changes is
the development of markets and price reform. For most consumer goods
and farm products the ration system has been abolished. Some capital
goods are being sold on the market. Markets for technology and capital
are beginning to appear. Labor markets have not yet developed possibly
because the concept is alien to the Marxist doctrine that labor is not a
commodity and therefore not tradable, and also because there are techni
cal constraints such as housing shortages and institutional barriers
restricting the individual's freedom of choice. In any event, by the end of
1984, there were 990 trading centers for daily use products, 646 trading
centers for agricultural and sideline products, and 320 centers for pro
ducer goods. In addition, there were over 60,000 rural and urban mar
kets.^ At the same time, the number of commodities directly distributed
by the state dropped sharply, from 256 items in 1980 to 23 in 1985.® In

^Liu Guoguang, ''Zhongguo jingji tizhi gaige dehuigu yu qianzhan" (Reform ofChina's
economic system: Retrospect and prospect), p. 3; Caijingwentiyanjiu (Studies in financial
and economic problems), no. 3 (1986), Wen hiu pao, August 10, 1987, p. 2.
®Liu Guoguang, "Zhongguo jingji tizhi gaige," p. 3.
^id., p. 4.
^Olbid.
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short, commodity markets and, to a lesser degree, factory markets have
begim to emerge.

Together with the development of markets, price reform has also
taken place. Over the period 1979-84, price reform was focused on the
adjustment of irration^ prices. For example, in 1979 the procurement
prices of farm products were raised sharply and the sales prices of eight
nonstaple foods in the cities were also raised. Subsequently, the prices
of fuels and certain raw materials such as pig iron and rolled steel have
been increased. The prices of some consumer goods such as cigarettes,
beer, liquor, and cotton textiles were adjusted upward; some others
such as those of synthetic fabrics were adjusted downward. In 1984
freight rates and passenger fares for railway and water transportation
were raised.

Since 1984 reform efforts have shifted to the decontrol of prices. By
the end of 1985, prices of most farm products had been decontrolled,
with the exception of those for grain, cotton, and edible oils, which are
purchased by the state under contracts. The prices of minor consumer
goods have been completely decontrolled.^^ Heavy industrial goods are
sold under three sets of prices: Those outside the state plan are priced
by the sellers; those within the mandatory plan are sold at prices fixed
by the state; and those within the guidance plan are sold at prices that
can fluctuate within a certain range. In short, what we have is a multiple
price system: fixed prices set by the state, floating prices controlled by
the state, and market prices determined by supply and demand. In
terms of sales volume, goods sold at fixed prices account for about 30
percent of the total, the rest being goods sold at state-guided or market
prices.All these are commodity prices. Factor prices such as wages,
interest rate, and the foreign exchange rate remain under strict control
of the state.

In order to pressure the enterprise managers to strive for higher
efficiency and more profits, the authorities have introduced competition
and penalties in the system. The structure of ownership has changed
from an almost totally state-owned or collectively owned system into
one that is still largely public-owned but has a limited number of private
enterprises and joint ventures with foreign companies. For example, the
share of retail s^es byprivate traders in total retail sales increased from

^^See LiuGuoguang, "Price Reform Essential to Growth/' Beijing Review 29(33) (August
18, 1986), pp. 14-18; and Tian Jiyun, "Guanyu dangqian jingji xingshi he jingji tizhi
gaige" (The current economic situation and problems of reforming the economic system),
Gnangming ribao (Guangming daily), January 12, 1986, pp. 1, 3.
^China Daily, September 7, 1987, p. 4.
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0.7 percent in 1980 to 16.3 percent in 1986.^3 In the period 1979^86,
foreign investment totaled US $8.3 billion. Over 7,000 enterprises with
foreign capital have been established.The revival of private and for
eign business inevitably put the pressure on state-owned enterprises.
Another type of pressure, a bankruptcy law, is now being investigated
in Shenyang. Eventually, the state enterprises will not be able to rely on
subsidies if they incur substantial losses.

To motivate workers, the former egalitarian principle in income dis
tribution has been modified to permit the wider use of material rewards
such as piece rate wages and bonuses that are linked to work perfor
mances. The centralized job placement system has been gradually
replaced by a contract employment system, which in theory will remove
the "iron rice bowl" and at the same time introduce some mobility of
labor in the system.

With the decentralization of the decision-making power, the role of
the state in managing the economy has also changed. Instead of direct
economic regulation, its function is to exercise indirect control by eco
nomic means. For this purpose the government has instituted financial
reforms by strengthening the banking system, by varying the interest
rate to induce savings, by using bank loans instead of direct grants to
finance investment and working capital of the enterprises, and by con
trolling the total supply of money.

To sum up, the leadership has taken some bold if small steps
toward reforming the urban economy. But, as recognized by the Chi
nese themselves, the reform really has not made much headway, tod
thus far, its impact on the urban economy as a whole is not very signifi-
cant.i5 According to one assessment, as of 1987, only 15 percent of the
large and medium-size enterprises have been revitalized, 65 percent
experienced little improvement, and 20 percent remained listless.

^^Hongqi (Red flag), no. 13 (July 1, 1987), p. 31.
^^Ibid., no. 15 (August 1, 1987), pp. 37-38.
^^Xue Muqiao, "Wo guo jingji tizhi gaige de huigu he zhanwang" (China's economic
structuralreform: prospectand retrospect), Jingji ribao (Economic daily), January25,1986,
p. 3; and Zhou Shulian, "Pace of Industrial Development and Economic Structural
Reform," in Jishu jingji yu juanli yanjiu (The study of technical economics and manage
ment), no. 5 (1985), pp. 2-7, translated in Joint Publications Research Service-China
Report:Economic Affairs-86-055 (May6, 1986), p. 53. See, however, more positiveassess
ments by others such as Gao Shangquan, "Several Opinions on Restructuring China's
Economic System," Liaowang (overseas edition) (Hong Kong), no. 32 (August 11, 1986),
pp. 3-5.
^^Zhou Shulian and Zhou Shaoming, "Shilun gaohuo da zhong qiye" (On revitalizing
large and medium-sized enterprises), Xinhm wmzhai (New China digest), no. 4 (1987),
p. 53.
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Institutional changes other than enterprise reform are just as disap
pointing. In the viewof a noted economist, "There havebeen no funda
mental changes in the old system.

Several factors have contributed to the sluggish development of the
urban reform.

1. The first major problem is that the economic environment has
not been factorable to economic reform. The marked difference in the
results of rural and urban reform can be partly explained by the differ
ent initial conditions under which these reforms took place. In the
cormtryside, most peasants were knowledgeable about farming. The
infrastructure was there. What was lacking was the peasants' incentive
to produce. The dismantling of the commune system, the upward
adjustment of procurement prices, and opening the rural markets took
care of that problem. By contrast, in the urban economy, there was a
shortage of qualified personnel who could perform as entrepreneurs
knowledgeable in the fields of management, operation, cost control,
and marketing. The infrastructure was grossly inadequate. Energy sup
ply was acutely short. The transportation system, originally designed
for a regionally self-sufficient economy, became overloaded. The mar
kets were hardly developed and the prices were, by and large, irratio
nal. The enterprise director thus faced much more difficult problems
than his rural counterpart.

Another major difficulty is that these structural changes had to be
made under chronic and persistent inflationary pressure. There had
always been repressed inflation in China, as evidenced by the higher
market prices than the state-fbced prices wherever they coexisted.^® The
basic cause of inflation prior to the reform was overinvestment by the
state. The decentralization of decision-making power following the
reform has actually intensified the propensity to overinvest because the
leaders' emphasis on growth of output remained strong and the enter
prises were motivated to increase output by expanding investment. In
addition, the peasants' investment in housingincreased sharplyas their
income rose. Moreover, consumer demand surged upward as a result of
wage increases, changes in the age structure of the population, urban
ization, and the international and interregional diffusion of new con-

^^Liu Guogusing, "Zhongguoshehuizhuyi jingji," p. 51.
^®See, e.g.. State Statistical Bureau, Zhongguo tongji nianjian 1986 (Statistical yearbook of
China 1986) (Beijing: China Statistics Publishing House, 1986), p. 632.
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sumption patterns." At the same time, fiscal and monetary means to
control inflation have not been adequately developed. As supply bottle
necks emerged, the authorities restored direct administrative controls,
thus thwarting the reform movement. A case in point is price reform.
Fear of open inflation has now inhibited further decontrol of prices.

2. The decision to adopt an incremental approach to reform inevita
bly creates a situation in which the old and the new system coexist. The
problem is that at the present stage the old system still predominates
over the new. By and large, economic activities are still coordinated by
administrative decrees rather than by the market mechanism.^" Under
this dual system, frictions and conflicts arose. For example, the reform
provides the managers certain powers. However, the managers are still
so hamstrung by mjniad administrative rules and regulations that ihey
have no choice but to keep one eye on the higher authorities and
another on the market. Worse still, a number of administrative organi
zations are preventing the enterprises from practicing their powers.^ In
1985, the percentage of taxes and profits retained by the state-owned
enterprises was 17.5 percent. Yet out of this retained portion the eiiter-
prise had to pay other taxes and levies so that the enterprise was actu
allyleft with less than 11percent of the total taxes and profits.22

The most difficult problem is that of dual prices: fixed prices set by
the state and market prices outside the plan. Because ofthe inflationary
pressures noted above, there is usually a wide gap between the official
and market (ornegotiated) prices. Theresult is that enterprises attempt
to diverttheir resources to producemore output outsidethe plan, often
at the expense of plarmed production.^^ Another consequence is that
fair competition among enterprises is impossiblebecause those who can
obtain their supplies of raw materials from the state or those who can
bargain for a lower output quota will be able to generate larger profits
even if they are less efficient than other producers.

Quite apart from the frictions of the old and the new system, the
reform movement itself has created a host of new problems. Prior to the
reform the structure of output was piimarUy determined in armrHanrp

'Uu Guoguang et al., "Jingji tizhi gaige yu hongguan jingji guanli" (Reform of the eco
nomic systemand macro-economic control), ]ingji yanjiu (Economic research), no. 12(1985),
p. 14.
"ibid., p. 7; Guangming ribao (Guangming daily), October 20, 1987, p. 1; Jiefangjun bao

(LiberationArmy daily), September 15, 1987, p. 3.
^^Song Tingming, "Review of Eight Years of Reform," Beijing Review 29(51) (December 22,
1986), p. 18.
^Zhou Shulien and Zhou Shaoming, "Shilxm gaohuo da zhong qiye," p. 55.
^Liu Guoguang, "Zhongguo shehuizhuyi jingji," p. 52.
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with the planners' preferences. Now, as a result of the reform, the farm
households, managers of enterprises, and consumers share some of the
decision-making power, each exercising effective demand on the market
according to their own preferences. The change from planners' sover
eignty to users' sovereignty generally requires a corresponding change in
output structure. However, because of the rigidity of the existingsystem,
bureaucracy, and supply bottlenecks, the structure of output often does
not match the pattern of demand, resulting in excess demand for some
products and unsold inventories for others.

In agriculture, the return to household farming has resulted in
fragmentation of farmland. It also hinders population control because
the economically independent peasants are less responsive to economic
sanctions by the cadres. More serious still, rural infrastructures, particu
larly the water conservation facilities, that were previously maintained
by the communes are now largely neglected.^^ In the urban economy,
the decentralization of decision-making power gave rise to problems of
suboptimization at the enterprise or local levels. For example, some
managers squandered their financial resources to bonus payments or
duplicated eachother in building factories in order to produce products
that yielded high profits in the short run. Some local authorities, in
order to increase local revenue, prohibited imports from other provinces
to protect the local industry, Then, there is the abuse of power for
personal gain by government officials. Bribery, embezzlement, extor
tion, smuggling, and selling information are quite common.Such
practices not only make it difficult for legitimate businessmen to oper
ate, but also strengthen the position of those opposing reform who
argue that economic reform inevitably breeds unhealthy trends. This
brings us to the third major factor underlying the sluggish progress in
the reform movement: political resistance to reformfromparty members
and cadres.

3. Just as the political movement toward the socialist ideal under
the Mao leadership bore within itself seeds of economic stagnation,
economic reform disrupts the unit of the party and creates political
unrest among the various groups. That there are frictions is indisput
able. Apparently, some party leaders opposed the reform either on

^^See Jingji rihao (Economic daily), September 11, 1985, p. 1; People's Daily, November 27,
1985, p. 5.
^People's Daily, October 8,1986, p. 5. See also the case ofHunangovernment blocking the
export ofhogsto Guangdong to keep local prices down; People's Daily, October 4, 1986,
p. 2.
^^China Daily, January 30, 1986, p. 4; August 30, 1986, p. 4;Jiefang rihao (Liberation daily),
December 7, 1984, p. 1.
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ideological grounds or because they believe the system is not viable.^^
The political resistance by the cadres at lower levels seems a more seri
ous matter.28 Economic reform necessarily entails a redistribution of
political power and economic benefits among these cadres. The decen
tralization of decision-making power and the development of markets
take away some of the power of those formerly in charge of allocating
resources and fixing prices. Within the enterprise, there is a shift of
power, in principle at least, from the party secretary to the manager.
Quite naturally cadres will resist any changes that will adversely affect
their immediate political and economic interests. Cases of passive but
persistent resistance to the transfer of power have been reported.^^

With all these economic and political problems, what are the ptos-
pects of China's economic reform? The changes so far, although hesitant
and limited in scale, show that the Chinese leaders are determined to
push forward and that they are willing to bend on matters of ideologyin
order to achieve greater economic efficiency. In the Seventh Five-Year
Plan period, the leaders planned to push forward with reforms that
focused on the enterprises, markets, and macroeconomic control mech-
anisms.3o In a report before the Thirteenth Party Congress in October
1987, Zhao Ziyang called for accelerating and intensifying the reform
movement.3^ The program will center on reforming the internal mecha
nism of the enterprise as before, with supporting changes in the eco
nomic environment for the enterprise to operate as independent
economic entities, such as reforms in the investment, financial, and
market systems. But two new elements have been added. The first is
the planning premise that China is still in the elementary stage of social
ism, thus legitimizing policy measures that deviate from orthodox
Marxist doctrines. The second is the party's intent to introduce polMcal

^^According to Hu Yaobang, there is no political opposition and no open program of
resistance. Foreign Broadcast Information Service (FBIS), Daily Report: China, November
19, 1986, p. G2. For reports of policy disputes, see Financial Times (London), January29,
1986; Zhongguo xinwen she (China news agency), October 19, 1986, reported in EBIS,
Daily Report: China, October20,1986, p. K4; and XueMuqiao, "Woguo jingjitizhi gaige,"
p. 3.
^People's Daily, September 13, 1985, p. 2; FBIS, Daily Report: China, October 27, 1986, pp.
KlO-11.

^People's Daily, January 5, 1985, p. 1; Economic Daily (Beijing), June 2 and July 20, 1986;
Wen hui pao, September 25, 1986, p. 10.
^Liu Guoguang, "Zhongguo shehuizhuyi jingji," p. 53.
^^Zhao Ziyang, "Yanzhe you Zhongguo tese deshehuizhu)d daolu qianjin" (Advance on
the road to socialism with China's characteristics), Renmin ribao (People's daily), Novem
ber 4, 1987, pp. 1-4.
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reform. The latter is crucial to the success of economic reform. This is

because reforming the economic system involves not only remodeling
the economic organizations and coordinating mechanisms, but also
changing social and political institutions, ideology, attitudes, and
habits. The sheer magnitude of the problem is overwhelming. Unless
the party is solidlybehind it, economic reform, which has been appro
priately termed the second revolution, will fail because of political
resistance to its implementation.

One can conceive of at least three different scenarios in the future.
The first is that the reformists remain firmly in power and a smooth
transition from the Maoist model to Deng's socialist commodity economy
takes place. This scenario roughly corresponds to the Chinese leaders'
goals and perceptions of the Chinese economy in the year 2000. By then
China will have long succeeded in transforming a rigid, inefficient eco
nomic system into a dynamic, more efficient one. China's total GNP
reached a level about one-half the size of Japan's in 1984, after growing at
7 to 8 percentper yearfor two decades. The economy will be character
ized by much higher degrees of economic specialization, reliance on the
market mechanism, and integrationwith the world economythan in the
1980s. After waiting patiently for economic modernization to proceed
first, the military will get a substantially larger share of GNPfor defense
modernization. China wiU probably dominate the world market for cer
tain light industrial products and will become a major exporter of oil,
coal, grain, cotton, and arms. China's overall technological capability by
the year 2000 will reach the levels of the 1970s or 1980s in the advanced
cotmtries.

A second scenario is that the reform movement encounters serious
political and economic difficulties and the authorities areforced to move
ahead gradually. The ideologues and those losing power continue to
oppose and subvert the reform. Theeconomy is persistently troubled by
the many problems caused by frictions between the old and the new
systems. Duringa prolonged transition period, onlymoderate economic
growth is achieved. China may fail to reach its go^ of quadrupling the
1980 GNP by the year 2000. But there is no stagnation; the situation is
one of muddling through.

A third scenario is that the economic reform is imsuccessful due to
political upheaval: Theconservatives in the party, perhapswith the sup
port of the military, come to power after a protracted struggle initiated
by political reform. The new leadership abandons the reform as the
economic situation worsens. A system of higher centralized, planned
economyis restored. Economic growth continues, but at a much slower
pace and at a much higher economic cost.
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Implications for Southeast Asia

In view of the uncertainties surrounding the reform movement, one
would have preferred to discuss the possible international impact of
China's economic reform in terms of the alternative scenarios. However,
for the present purpose, we focus only on the high-growth scenarios,
not because it is the most likely but because its impact could be most
significant.

Given such a scenario, what might be the economic implications for
countries in Southeast Asia? First, the emergence of China as a major
economic power will offer both opportunities and challenges in trade.
With substantial economic growth, China could join the United States
and Japan as the third major force in the Asian market. The growth of
GNP and the open-door policy would mean an increase in the volume
of China's trade, a small but nonnegligible portion of which would be
with Southeast Asian countries. In 1985, the share of trade with ASEAN
coimtries in China's total trade was 13 percent, not particularly large,
but nonetheless significant because it represents a notable increase over
1980 during a periodwhen China's total trade wasexpanding at a rapid
rate of over 9 percent per year.^^ This trend is likely to continue partly
because of China's growing demand for certain rawmaterials produced
in these countries (rubber, woodand pulp, coca beans, jute and ambary
hemp, and sugar) but primarily because China's trade with Singapore,
by far the most important trade partner in this region, will probably
continue to grow as China strives to earn more foreign exchange.

China had a trade surplus with the ASEAN countries in the last five
yearsand the sizeof the surplus has been growing rapidlyfromUS$0.5
billion in 1980 to 1.7billion in 1985. From the standpointof these coun
tries, sustaining a large import surplus with China need not cause any
alarm if their total exports and imports areroughly balanced. What may
be of concern is possible changes in China's capability to compete with
their exports in third markets. At present, China's capability is still
handicapped by many unfavorable factors. Its real wage rates are not
much lower than in other developing countries because the quality of
labor is generally low, the incentive structure does not motivate the
workers to exert their maximum efforts, and there are sizable hidden
costs in the form of subsidies. Furthermore, the many shortcomings of

®^Por the share of ASEAN trade with China, see Jan S. Prybyla, "China's Economic
Experiment: From Mao to Market," Problems ofCommunism, January-Ifebruary 1986, pp.
21-38. For China's total trade, see State Statistical Bureau, Zhongguo tongji nianjian 1981
(Statistical Yearbook of China 1981) (HongKong: Jingji taopaoshe, 1982), p. 353; and FBIS,
Daily Report: Chirm, April 18, 1986, pp. Kl-37.
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the enterprise management system noted above have resulted in manu
factured products of poor design and quality, which cannot compete in
the world market except at low prices. Also, decades of isolation from
the outside world have left the Chinese totally unprepared for an
upsurge in foreign trade. The bureaucrats in charge of trade have little
marketing experience. For these reasons, China's exports at this stage
consist largely of natural resources (oil, coal), agricultural products (cot
ton, grain, aquatic products, raw silk), and low-priced manufactures
(cotton cloth, garments, shoes). The reform, if successful, will resolve
most of these problems, substantially increase productivity, and lower
the costs of export products. Moreover, other aspects of the economic
reform will also enhance China's competitive edge in world markets. A
rational price system will help to correct distortions in the foreign
exchange rate, making export subsidies unnecessary. The reform of the
science and technology system will stimxilate technological advance and
innovation, an important element in the growth of export capacity in a
dynamic world.

The most important markets for China's exports are Japan and the
United States. These happen to be also the most important markets for
the ASEAN countries. Whether the latter countries will feel the pres
sure from China's competition and to what extent will depend on the
commodity structures of China's and these countries' exports. Some
commodities are more vulnerable than others, such as Thailand's rice
and corn, Indonesia's crude oil, and Malaysia's and Singapore's elec
tronics products, textiles, and garments. But painful as it may be, Chi
na's competition will compel these countries to diversify and
restructure their exports toward technology-intensive products.

Still another major impact of the aggressive growth of China's
exports is that it could trigger the revival of protectionism in the devel
oped countries, in which case not only China but the Southeast Asian
countries will be hurt. The difficulty that some Asian countries experi
enced recently in negotiating their textile agreements with the United
States is a case in point.

Apart from its emerging role as a major trading partner, China
could also affect international capital flows to other Asian countries.
One of the most important changes in the leadership's development
strategyis the decision to utilizeforeign capital on a largescale. Foreign
capital is important to China's development because it alleviates the
shortage of domestic savings and foreign exchange. Theneed forcapital
imports will probably remain a long-term problem because the demand
for resources to modernize defense and to improve the overall standard
of livingwill tend to depress the savingsratio even if per capita income
continues to grow. At this stage China's plan to attract foreign invest-
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ment is running into difficulties. Foreign investors find it hard to make
profits and even harder to remit the profits out of China. The govern
ment imposes heavy taxes on the labor and land used by the joint ven
tures, restricts the foreign investors' access to the domestic market, and
provides no foreign exchange to convert earnings into foreign currency.
More fundamentally, there is no effectivelegal framework to protect the
investors' interests from the bureaucrats' interference. The economic

reform, if successful, will greatly improve the environment for foreign
investment. With a much higher per capita income, perhaps for the first
time, the one-billion-people market will take on real significance.

Sustained economicgrowth will also greatly increase China's capac
ity to borrow. China will probably no longer be qualified for Interna
tional Development Agency (IDA) loans but will surely be borrowing
from the World Bank, Asian Development Bank, and foreign govern
ments. China has also issued bonds abroad and will probably continue
to do so. To a significant degree, China will be competing with South
east Asian countries for foreign capital and, in some cases, for their
domestic capital too because China also seeks to attract investment by
the overseas Chinese. The impact could be profound because foreign
capital has been quite important as a source of capital formation in the
ASEAN countries.33

Deng Xiaoping has promised that "probably we will be able to pro
vide more assistance to our poor friends when we make some progress
by the end of this century. "^4 Even if Deng's successors keep his prom
ise, whether Southeast Asian countries will receive any significant
amount of economic aid is uncertain mainly because such aid is gener
ally influencedby political considerations. If the current pattern of Chi
nese economic aid is any guide, the amount will be negligible.^

China as a Development Model

China in the postreform era will have moved from an efficient cen
tralized economy to a more efficient composite planned and market

^In the decade 1971-80, capital inflow as a percentage of gross domestic product inthese
coimtries ranged between 3 percent for Thailand to 10 percent for Singapore; Li-l^g
Femg, The General Situation, Foreign Trade, and Integration ofASEAN (Taipei: Chung-hua
Institution for Economic Research, 1983), pp. 6-8.
^Wen hui pao, November 5, 1986, p. 3.
^n 1984, Chinese economic aid to Southeast Asian countries accounted for less than 5
percentof the total, whichitselfwasa meager US$526 billion; Central Intelligence Agency,
Handbook of Economic Statistics (Washington, D.C.: Government Printing Office, 1985),
p. 112.
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economy. Together with its experience in sustaining a high rateofinten
sive growth, the new system may offer an attractive model for develop
ing countries and socialist countries alike. The contribution of the
market economy to rural employment is an interesting example.^^ The
state used to drain resources from the agricultiural sector through com-
pxilsory purchases at relatively low prices compared with industrial
prices, thus depressing the peasants' income. Now, although the state
continues to purchase farm products at contract prices, the prices are
higher, reflecting an improvement in the terms oftrade between agricul
tural and industrial products. More importantly, the state encourages
the peasants to increase their income byproducing a surplus andselling
it in rural and urban free markets. The increasein agricultural incomein
turn generates a demand for goods and services that provides the impe
tus for the diversification of agriculture, the development of rural indus
tries, and a construction boom in the villages. The outcome is a large
increase in rural nonagricultural employment.

The most significant lesson to be learned from China's experience,
however, is how it copes with the central issue of the cardinal economic
choice that every nation, socialist or capitalist, must face: What is the
appropriate role of the governmentand the market in the functioning of
the economic system? It cannotbe said that Chinaalready has found an
optimal solution. Perhaps it never will. But even if the reform succeeds,
in any attempt to emulate the Chineseexperience, China's unique posi
tion in its development history as well as the political costs of reform
must be taken into consideration. The current reforms are part of Chi
na's long and persistent struggle to transform a stagnant society into a
dynamic economy. The historical events preceding the sweeping
reforms of the 1980s created the pressures that made such reforms inevi
table and at the same time set constraints on the effectiveness of the
reforms. Frequently the reform movement has been called a second rev
olution quite appropriatelybecause it requires changes of almost every
aspect of one's economic and political life. Yet there is a fundamental
difference between China's communist revolution and the present eco
nomic reform. The goal of the earlier movement was to seize power
whereas the reformprogram requires not only ideological flexibility but
also a cutback in the party's own political power. Any socialist country
such as Vietnam that follows China's example must be ready to accept
such restraint.

his talks with foreign visitors, Deng Xiaoping singled out this contribution as "an
essential aspectof our successful experience"; YIen huipao, November 5, 1986, p. 3.
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Conclusion

We have sketched briefly China's reform program and explored
some of the implications of a successful reform. It may be useful to
recall that the high-growth scenario is based on the expectation of a
continuous and stable political framework and that the leadership will
pursue the current policies of reform and growth persistently during the
next decade or so. Several factors could divert economic development
from this projected course, among which the most important is the
succession problem. It isuncertain whether the new generation oflead
ers will have the same political outlook and piursue the samepolicies as
the current one. Other factors, such as the complexity of the reform
itself and external events, could also affect the outcome of the reform.
Wehave focused on the high-growth scenario simply because its impact
is likely to be the most profound. But it does not mean that the other
alternatives are less interesting or less plausible. In any event, from a
Southeast Asian perspective, the impact ofChina's economic reform on
the strategic environment is likely to be a mixed blessing.



4. Chinese Economic Modernization and
ASEAN

REYNALDO TY Y RACAZA

When China decided to open its doors to the world, one of the
immediate realities Beijinghad to face was the need to improve relations
with neighboring countries, including the six member states of the
Association of Southeast Asian Nations (ASEAN)—Indonesia, Thai
land, Malaysia, the Philippines, Singapore, and Brunei. Similarly, the
ASEAN states had to deal with an emerging superpower that was, in
many ways, stiQ an underdeveloped nation. With the current moderni
zation program in China and the changing political and economic cli
mate in Southeast Asia, questions about the future of China's relations
with ASEAN as a whole become a concern.

The People's Republic of China Today

The triumph of the socialist system in a country that holds a quarter
of the world's population has drawn mixed reactions of praise and hos
tility. Nevertheless, it is a country closely watched by East and West
alike.

In the pre-1976 period, China's accomplishments were readily
attributed to Chairman Mao Zedong, who stood at the helm of the
Chinese Communist Party. Under Mao the party overthrew Chiang Kai-
shek; destroyed feudalism, bureaucratic capitalism, and imperialism;
established the socialist system; and constructed a foundation for Chi
na's future economic development. Although there was growth in
urban-rural commerce, science, and public welfare and considerable
progress in foreign trade, Mao's emphasis was on socioeconomic rela
tions. He was constantly on guard against the reemergence of the new
bourgeoisie.1

With the upheaval brought about by the Cultural Revolution and a
change in party leadership after Mao's death, China turned to a some
what new and unfamiliar road to socialist reconstruction. Some Marx

ists, socialists, and China-watchers abroad believe that the country is

The assessments and views expressed in this chapter are entirely the author's.
^This iswidely discussed intheBulletin of Concerned Asian Scholars 13(2) (April-June 1981):
3-12.
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moving toward capitalism withits thrust toward modernization and for
an open door policy. Some even brand as reactionary the direction of
domestic and foreign trade.^ Yet Mao himself had stated: "A serious
task of economic reconstruction is ahead of us. Things in which we
were well versed wiU soon be needed no longer, and we shall have to do
things in which we are not versed. This is our trouble."^

After the fall of the Gang of Four, however, socialist reformation
under the heading of modernization was given primary importance. As
Deng Xiaoping stated in his opening speech to the Tweifth National
Party Congress:

In canying out our modernization program, we must proceed from
Chinese realities. Both in revolution and in construction, we should
also learn from foreign countries and draw on their experience. But the
mechanical copying and application of foreign experiences and models
will get us nowhere. We have had many lessons in this respect. We
must integrate the universal truth of Marxism with the concrete reali
ties of China, blaze a path of our own, and build a socialism with
Chinese characteristics—that is the basic conclusion we have reached
after reviewing our long historical experience.^

The policy goal of the Four Modernizations was articulated by Zhou
Enlai during the Fourth National People's Congress of the People's
Republic of China held in 1975. Under this program, China seeks to
"accomplish the comprehensive modernization of agriculture, industry,
science and technology, and national defense before the end of the cen-
tury."5 Today, China is proceeding rapidly in its drive toward moderni
zation.

Agriculture

In agriculture, economic incentives contained in a new system of
farm management—the agricultural responsibility system—were started
in 1979. This new policy eradicated egalitarianism, which was described
as

a product of petty production [which] is not compatible with the social
ist principle of distribution according to work. The "Gang of Four"

^Andr^ Gunder Frank, "The Indochina Debate," AMPO (Tokyo) 13(1) (1981).
^From People's Daily, February 11, 1963, as quoted by Dick Wlson, A Quarter ofMankind
(London: Pelican, 1968).
^Deng Xiaoping, opening speech, September 1,1982, in The Twelfth National Congress ofthe
CPC (Beijing: Foreign Languages Press, 1982).
^Documents ofthe First Session ofthe Fourth National People's Congress ofthe People's Republic of
China, 1975 (Peking: Foreign Languages Press, 1979).
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produced a situation in which there was no difference between work
ing and not working, doing more or less, doing good and bad work.
This attacked diligent people and encouraged lazy people and caused
great harm to the development of production.^

The basic socialist tenet of distribution according to work was adopted.
Peasants who produced more, whose households or labor power were
better managed, would earn more.^ The new policy also reduced the
degree to which the peasants' work and output are determined by the
state. In other words, management is now decentralized to maximize
production intended to meet the assigned levels.

Combining the socialist principle of distribution according to work
and the responsibility involved in self-management, the state not only
allows but encourages the peasants to refine a diversified economy,
which could help them raise their level of income. As a result of this
policy in the management of agricultural production, the value of Chi
na's gross agricultural output reveals a steady annual increase (e.g., 7.5
percent average annual increase, 1979-82).®

Industrial Development

China has made it known officially that it intends to raise fourfold
the gross annual value of its industrial and agricultural production by
the end of this century. As the prime mover within the economy, indus
try must lead.

China has about 400,000 industrial and transport enterprises, which
form the foundation for continued development of its industry. How
ever, only 20 percent of these enterprises are equipped with relatively
advanced technology and machinery. In another 20-25 percent the
equipment is well maintained, but the technology is outdated. In the
remaining 50-60 percent, not only is the technology outdated, but the
equipment also needs to be replaced.^

Thus, in addition to building new enterprises, it is imperative to
update the technology of the existing enterprises. Despite a gross annual
increase of 7.2 percent in the industrial output value, with an 11.8 per
cent and 3.4 percent average increase per annum in light and heavy

^ang Yengjin, Yang Zhangfu, and Wang Hongpei, "The Development of Agricultural
Production and the Concern for the Peasants' Material Interest," Jingji yanjiu, no. 3
(1979):28.
^Su Wenming, ed., China Today, no. 6 (Beijing Review Special Feature Series), ch. 2,
"Modernization—the Chinese Way" (Beijing: Beijing Review, 1983), pp. 17-18.
^Statistical Yearbook of China, 1983 (Beijing: State Statistical Bureau, 1983).
^Su, China Today, p. 69.
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industrial production, respectively, technical transformation must be
accelerated in order for the country to attain much larger growth. Prior to
this technical transformation, two initial steps must be taken. One is the
employment of Western technology that will suit the conditions and
needsofpresent-day Ouna. Thesecond is the development ofan admin
istrative and economic strategy that will instill a favorable disposition on
the part of Oiinesescientists and technicians to participate in the techni
cal transformation.

Science and Technology

"The key to modernizing China's scienceand technologylies not in
whether the Chinese people have intelligence and wisdom, which they
have, but in whether government policies willbring the people's intelli
gence and wisdom into full play."^^ The National Conference on Scien
tific and Technological Work, held in December 1980, disclosed that in
science and technology, China would pursue a program of modenuza-
tion in a socialist mode.^^ It is also evident in the guidelines that the
primary impetus rests on the acceleration of economic development.^®

Programs or statements notwithstanding, importing foreign tech
nology is indispensable in order to develop Chinese science and tech
nology. In the world today, production, commodity circulation, and
science and technology are so highly developed that no single country
has all the resources and know-how needed for expanding its economy.
All countries, including the socialist ones, seek to take advantage of the
growth and progress in other countries and promote their own eco
nomic growth by exchanging "what they have" for "what they lack"
and soaldng up the best they can find in others."

Importation, however—the purpose of which is to leam from the
technological development in other coimtries—has not led to the dimi
nution of China's own scientific and technological investigations or
progress.!® On the contrary, it has been carried out under the watchful
eyeof those who value self-reliance. The importation of foreign tecimi-

^^Statistical Yearbook ofChina, 1983.
"Su, China Today, p. 74.
!®Yu Quangyuan, ed.. Principal Guidelines and Policies for the Development ofChirm Science
and Technology in Chirm Socialist Modernization (Beijing: Foreign Languages Press, 1984),
pp. 633-34.
%id., p. 634.
!^u, Chirm Today, quoting ZhengHongqing, p. 86.
!®See Ch. 1 (General Provisions), Art. 1, of the Patent Law of the People's Republic of
China (adopted at the Fourth Session of the Standing Committee of the Sixth National
People's Congress, March 12, 1984).
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cal know-how is primarily centered on those products that cannot be
easily developed or mastered through self-study. The introduction of
new technology must conform to the guidelines of Chinese domestic
and foreign policy, notably, independence, self-reliance, equality,
mutual benefit, and mutual good faith.

Three mainstreams delineate China's foreign relations. When China
decided to encourage the development of economic relations with the
world—specifically, to allow foreign investors, to set up special eco
nomic zones (the functions of which are to boost transit trade, to attract
foreign investment, to increase export trade, to expand scientific and
technical exchanges, to develop toiurism, and to promote the exploration
of resources), and to import material and nonmaterial technology as
well as materials—China was at the same time establishing itself as a
market. Second, when China's rank as a world exporter shifted from
twenty-second to sixteenth, the country became a world-class competi
tor. Finally, when China stands for lasting and fruitful international
cooperation on the basis of complete equality and mutual benefit, it
becomes an unconventional friend who seeks and promotes mutual
assistance.Thus, China is a market, a competitor, and a friend of its
Southeast Asian neighbors, with whom it shares a rich cultural heritage
and economic and social ties dating back centuries. Still, tackling the
question of current economic relations for these countries reqxiires an
understanding of the political climate prevailing in the region.

ASEAN: Strong Links with the West

The Association of Southeast Asian Nations is generally regarded as
a regional grouping closely tied to the West. One reason is that the six
ASEAN member states produce such commodities as rubber, tin, vege
table oil, sugar, and petroleum, some of which the United States, Japan,
Australia, and Western Europe badly need. Second, ASEAN is a group
ing of noncommunist nations, whose governments occasionally express
an anticommunist ideology. Hence, the United States, Japan, Australia,
and the European Economic Community have developed strong links

'China's Economic Structure Reforms/' Chinese Documents (Beijing: Foreign Languages
Press, October 1984), pp. 28-29.
^^Su Wenming, ed., China Today, no. 10 (Beijing Review Special Feature Series), "Interview
with Gu Mu" (Beijing: Beijing Review, 1985), p. 25.
^®Ibid., p. 5.
^^u. Principal Guidelines, p. 670.
2®Ibid., p. 691.
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with ASEAN. In fact, when ASEAN foreign ministers meet, they are
joined by their counterparts from the countries mentioned.^i

With the triumph of socialism in the mid-1970s in the three Indo-
chinese countries—Vietnam, Cambodia, and Laos—all six ASEAN coun
tries banded together in fear that the socialist revolution would spread
to neighboringcountries. Today, in some ASEAN countries (the Philip
pines, Malaysia, and Thailand), people's "revolutions" exist, and their
governments warn their people of the "communist threat."

Up to the present, these home-grown revolutions have not brought
the ASEAN countries and China into conflict. Although the PRC has
continued to proclaim support for Third World people's movements
against imperialism, this support is limited to verbal declarations
(except in the case of Cambodia and Afghanistan).22

Despite the troubled situation in Indochina and the communist
insurgencies in some of the ASEAN states, China has opened its doors
economically to ASEAN. China looks to ASEAN countries as a possible
market for textiles, clothing, and light manufactures. In fact, China's
exports to ASEAN nearly doubled during the period 1979-81, from $1
billion to $1.8 billion.^^

China and ASEAN: Econoniic Prospects

For their part, before the ASEAN countries can predict a new mar
ket prospect for their commodities, they must consider the implications
of the guidelines adopted by China for its importation policy. For prod
ucts that can be manufactured at home in reasonable quantity to meet
domestic demand, imports are to be limited. For products that can be
manufactured at home, but not of a sufficiently high quality or in quan
tities not satisfjdng domestic needs, a certain number may be imported.
Products that cannot be manufactured domestically but that are indis
pensable for certain sectors of the economy (including materials imports
for joint ventures and compensation trade) will be classified as major
import items. Priority wiU be given to imports of advanced products
and technologies that can strengthen China's ability to develop inde
pendently and foster the Four Modernizations.

The impact of China's modernization—as a competitor, as a market,
and as a friend—could be viewed as follows: (1) Given the stringent
Chinese guidelines for importation, export flow from ASEAN to China

^^Asia Yearbook (Hong Kong: FarEastern Economic Review, 1983), pp. 94-97.
^Ibid., p. 97.
23lbid.
^^Lawrence Fung, ed., China Trade Handbook (Hong Kong: Adsale People, 1980), p. 147.
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will be limited; imbalance of trade in favor of Chinese exports to
ASEAN will be the order. As the stress of the Chinese modernization
drivesfavor the importationof technology that ASEAN lacks, Chinawill
continue looking for technology from regions other than ASEAN. (2)
The entry of China into the world market can have considerable effects
that could be detrimental to the ASEAN members. Competition may be
sharp in the attraction of foreign investments, earning of foreign
exchange, and labor export. And (3) some Chinese assistance to devel
oping nations (a category to which the majority of the members of
ASEAN belong) will continue. Also important are the implications of
the Chinese modernization structures. The Chinese experience seems
to prove that the adverse political, economic, and social effects that
could stem from their strategies toward modernization can be con
trolled.

It seems likely, then, that China and the ASEAN countries may
sustain relatively harmonious economic relations.

They also face common dilemmas. World recession as well as pro
tectionist tendencies by major industrialized countries coxild block
efforts toward progress and modernization. These protectionist tenden
cies have political overtones. Therefore, it is up to China and the
ASEANcountries to discuss ways in which to provide mutual assistance
and cooperation among themselves and against forces that may block
their development and that of other similar Third World countries.
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5. Counter-Encirclement or Hegemonism?
PRC Security Strategy in
Southeast Asia

HARLAN W. JENCKS

China's military activity and strategy in Southeast Asiacan be inter
preted in two distinct ways. Southeast Asians tend to see the Chinese
pursuing a variation on traditional Chinese hegemonism in the region,
while the Chinese themselves view their efforts as defensive—intended
to counter Soviet strategic encirclement of the PRC. While they may in
fact be doing both, nearly everyone involved tends to see these two
interpretations as mutually exclusive.

The first section of this chapter briefly summarizes the historical
background and the geopolitical setting. While the historical dimension
of Chinese "hegemonism" is widely recognized, the profoimd influ
ence of geography on China's interactions with its southern neighbors
is not widely appreciated, though it is arguably even more important.
Thefollowing section examines PRC security strategy and military activ
ity in the region, specifically in the two distinct geographical arenas of
Southeast Asia: montane and maritime. Finally, future Chinese oppor
tunities and risks are assessed, along with their implications for South
east Asia.

Historical and Geographical Setting

Chinese military power, or the lackof it, has affected SoutheastAsia
for millennia. Certainly the Southeast Asian coimtry most directly and
frequently affected has been Vietnam, which suffered its first Chinese
invasion and conquest by the Qin I>3masty in 218 B.C. Chinese military
powerhas occasionally pushed into the mainland Southeast Asian mas
sif.^ Southeast Asia has been deeply influenced too, by the sporadic
migration ofpeoples into the Southeast Asian massif from the north, as a
result of war, conquest, and turbulence in China proper. Beyond this.

The opinions or assertions contained herein are those of the author and are not to be
construed as official or reflecting the views of the Department of the Navy or any other
U.S. government organization.
^Lim Joo-Jock, Territorial Power Domains, Southeast Asia, and China (Singapore: Institute of
Southeast Asian Studies, 1985), pp. xi-xii.
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however, only in one spectacular instance—the great voyages of the
eunuch Admiral Cheng He in the early fifteenth century—has Chinese
military power been felt beyond China's immediate southern border
lands, by the coastal powers of Southeast Asia. Perhaps China's greatest
military impact in the region was indirect: The competition and conflict
among Southeast Asian maritime trading states for Chinese recognition
and trade was vital.^

Despite its marginal military power in the region, China is, and has
long been, a Southeast Asian state. The Chinese pursue their military
security strategies toward Southeast Asia in the two geographical arenas
which they share with their Southeast Asian neighbors.^ The first arena
is the mainland of Southeast Asia itself, where China, particularly in
the interior parts of the border regions, enjoys enormous advantages
vis-a-vis its neighbors. For the time being at least, China wishes to have
peaceful and friendly relations with all but Vietnam, for Beijingstrongly
opposes creation of an "Indochina federation" dominated by Hanoi.
The Chinese do not have to worry to any significant degree about mili
tary pressure from either of the superpowers in the interior mountains
of Southeast Asia, where Soviet, and even American, air- and seapower
are essentially irrelevant.

The second strategic arena is the maritime arena, which is a much
trickier problem. Here, China's relatively inferior navy interacts not
only with the two great powers, but also the formidable, if small, naval
forces of the ASEAN states and the growing naval power of India. The
South China Sea is the "core" or interior sea of Southeast Asia. China,
with its harbor-rich southern coastline, its possession of Hainan Island
and the Paracel (Xisha) Islands, and its claim to the Spratly Group, is
very much part of the Southeast Asian maritime scene.

China shares with all of the mainland Southeast Asian states,
except Cambodia, a share of the Southeast Asian massif, which
stretches from the Himalayas in the west to the South China Sea. In this
mainland Southeast Asian mountainous region, Chinese and various
mountain peoples have interacted for many centuries.^ Historically, the
Southeast Asian mountains have served as a bridge, more than a bar
rier, between China and Southeast Asia, and they continue to do so
today. For a variety of reasons, the Chinese generally have gotten along
better with the residents of the mountains than have the peoples of

^Kenneth R. Hall, Maritime Trade and State Development in Early Southeast Asia (Hawaii:
University of Hawaii Press, 1985), p. 43.
^Lim, Territorial Power Domains^ passim.
%id., pp. 37-38.
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lowland Southeast Asia. Today, the Yunnan and Western Guangxi dia
lects of Chinese are widely spoken by the mountain peoples. Some of
them, notably the H'mong and the Yao, still feel a traditional identifica
tion with their ancestral homelands to the north, in what is now the
People's Republic of China (PRC). In contrast, the dominant peoples of
lowland Southeast Asia tend to treat the mountain peoples with con
tempt. The only generic word for the mountain peoples in the Vietnam
ese language is Moi ("savage"); the only word in lowland Lao is Kha
("slave").

Many historians have pointed out that power in Southeast Asia has
seldom been uniformly exercised throughout the territory of a lowland
state. Power tends to diminish as the distance increases from the capital,
and in the moimtainous peripheries the power of the ruler is often weak
or nonexistent. Indeed, the very concept of hard-and-fast borders is a
European notion which was imposed upon Southeast Asia only in the
last century. In most cases, current internationalborders have littlereality
in terms of either ethnic settlement or state administrative-political power
at the peripheries. The notable exceptions, today, are the Socialist Repub
lic of Vietnam (SRV) and the People's Republic of China, both of which
effectively project their power right up to their border lines. Because of
this, the Chinese and Vietnamese, by virtue of their strong
administrative-political power, are at a decided advantage over the other
countries of the region.^

One of the ironies of the pre-1949situation, which persists to some
degree in parts of montane Southeast Asia, was that internal conflict
and disunity within a Southeast Asian state, which led to considerable
bloodshed as the central government attempted to consolidate its power
in the highlands, correlated very closely with international peace and
stability. In effect, a region of intrastate conflict has served as a buffer
zone, preventingthe military power of two "core" lowland states from
coming face to face. Since 1975, this buffer effectively has been elimi
nated along the Sino-Vietnamese border. Hardly surprisingly, it is there
that conflict has most dramatically escalated to the point of full-scale
conventional warfare. Only there are bloody battles fought over minor
disagreements about the precise location of the boundary line. In most
other areas of Southeast Asia, the precise location of the boundary lines
is seldom of practical importance. The only other exception is in the
Aranyaprathet corridor between the core homelands of the Khmer
(occupied by Vietnam) and the Thai where, since 1979, there has also
been significant conventional warfare.

^Ibid., pp. 53, 74, 209.
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Since 1949, China has used its advantage in the mountainous
regions along its southern border to apply "carrot-and-stick" measxires
to its Southeast Asian neighbors, to encourage them to pursue non-
aligned policies, and to refuse to provide bases to maritime powers hos
tile to the PRC.^The nature of the Southeast Asian mountainous region
made it easy for the Chinese to exert coercive power with little risk. It is
easy to send across agents, supplies, and propaganda or simply to trade
with dissidents or separatists. On the Chinese side of the border, train
ing and logistical support also can be arranged for insurgents from the
other side. Less powerful lowland states theoretically could ally them
selves and unite to resist such Chinese pressure, but it really doesn't
help unless they control their own peripheries. This state of affairs pro
vided China with a stable and peaceful southern border from 1949
through 1975.

China's lopsided advantage ended when Vietnamfinally managed to
consolidate its own internal power and rid itself of foreign military occu
pation. The \^etnamese proceeded rapidly to push their administrative
and political power out to their boxmdaries where, predictably, they came
into conflict with China. That conflict has been extended westward into
the moxmtains of Laos and, to some extent, the northern mountains of
Burma and Thailand. Ironically, then, the Vietnamese victory over the
United States, which was actively supported by the Chinese, gaverise to
an unprecedented security threat on the PRC's southern border.

In the post-1975 period, and indeed since 1949, the perception in
most of Southeast Asia of a Chinese military threat has not focused on
China's ability to exploit in the montane zone, nor even on the presence
of large numbers of Chinese traders and settlers in the mountainous
areas of the various continental Southeast Asian states. Rather, the per
ceived Chinese threat to internal security has focused on the overseas
Chinese (Haw, Hoa, Huagiao) living mainly in the cities of Southeast
Asia. This urban population has been migrating to Southeast Asia for
many centuries, not through the mountains, but by sea. The overseas
Chinese issue is touched upon in many of the other chapters, and at
length by Robert Ross and Chan Ngor Chong.

Fear of internal subversion by overseas Chinese tends to fuel fear of
external aggression by the PRC. A notable proponent of this view is
General L. B. Moerdani of Indonesia, who has stated on a number of
occasions his belief that Vietnam poses no threat to Southeast Asia but
that, on the contrary, the Vietnamese presence in Cambodia was neces
sitated by the Chinese threat to Vietnam. Moreover, Moerdani has

%id., pp. 170-71.
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urged closer ASEAN contacts with Vietnam, "to face the potential
threat from a stronger China in the next century." He was quoted in
1984 as saying, "Some people are talking about a Vietnamese buffer
between Southeast Asia and China—I don't want to put it that bluntly,
but maybe that's what we're all thinking of."'' Indonesian Foreign Min
ister Mochtar Kusumaatmadja, when asked if there was concern in
Southeast Asia over Sino-American military ties, said, "Frankly, there
is. We all agree that ultimately the biggest threat is China."®

Chinese Security Strategy

It can be argued that the Soviet threat, upon which the Americans
and the Chinese are constantly harping, exists in Southeast Asia as a
direct result of the Chinese threat to Vietnam. Without Sino-Vietnamese

hostility, Soviet military bases in Indochina, with all their geopolitical-
strategic consequences, would probably not exist.

The Chinese perception, of course, is quite different. They interpret
their foreign military security problems primarily in terms of the threat
from the Soviet Union, within the context of the currently primary
global contradiction between the Soviet Union and the United States.
The Chinese perceive the USSR to be engaged in a process of attempt
ing to deprive the West of the critical resources and support of the non-
aligned world. As an integral part of that strategy, they see the Soviets
engaged in long-term efforts to encircle and dominate China. Steps in
this strategy have included the conclusion of a mutual-security treaty
with India in August 1971, the occupation of Afghanistan in late 1979,
and, of course, the military-political relationship with Vietnam. Accord
ing to the Chinese view:

The Soviet Union moves from north to south while its proxy, Vietnam,
moves from east to west to carry out Moscow's southward strategy that
aims at controlling the oil-producing regions of the Middle East, North
Africa, and the Gulf area, on the one hand, and Southeast Asia from
the Strait of Malacca on the other, with the Gulf area being the most
strategically important.^

^Straits Times (Singapore), December 17, 1984; quoted by Justus M. van der Kroef, in
"'Normalizing' Relations with China: Indonesia's Policies and Perceptions," Asian Survey
26:8 (August 1986):919.
^Asian Record, July 1982, p. 10; quoted byvanderKroef, "'Normalizing' Relations," p. 919.
^Quoted from an unidentified PRC source by Yaacov Y. I. Vertzberger, Coastal States, Re
gional Powers, Superpowers, and the Malacca-Singapore Straits, Research Papers and Policy Stud
ies no. 10 (Berkeley: Institute of East Asian Studies, University of California, 1984), p. 69.
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The Chinese have been apprehensive about Soviet military encircle
ment since at least 1969, when Chairman Brezhnev first proposed his
"collective security plan" for Southeast Asia, which was clearly
intended to contain China. Such a secxirity system was bound, accord
ing to the Chinese thinking of the time, to involve a strategic triangle of
the Soviet Union, Japan, and India. Subsequently, Soviet relations vsath
Japan soured while the relationship with Vietnam blossomed. The Chi
nese are now concerned that the strategic triangle of the Soviet Union,
Vietnam, and India will attempt to control the sea lanes of Southeast
Asia. China is, therefore, pursuing a "counter-encirclement" strategy,
meaning "an indirect strategy that attacks the Soviet superpower
mainly where it is deemed vxilnerable and weak, in the diplomatic
realm and particularly among the countries of the Third World, Thus
the Chinese see the Sino-Vietnamese conflict, and indeed China's rela
tionship with ASEAN, as part of the larger Sino-Soviet conflict.

The crux of the Southeast Asian problem, according to the Chinese,
is the Soviet-backed Vietnamese invasion of Cambodia. The Chinese

fxirther assert that, if the Soviets and the Vietnamese succeed in
destroying the Coalition Government of Democratic Kampuchea
(CGDK) and legitimizing the Vietnamese occupation, then "Vietnam
ese expansion and Soviet-Vietnamese collusion would be further
encouraged and more disasters would befall Southeast Asia."^^ Here we
have a remarkable restatement of the "domino theory," which was pop
ular among certain American strategists in the 1960s and early 1970s.

China's "counter-encirclement" strategy explains why the PRC has
tended to take the ASEAN side on a number of international issues, and
to advocate strongly "Southern" views in virtually all "North-Soufh"
controversies. For example, China has supported such ASEAN initia
tives as the zone of peace, freedom, and neutrality (ZOPFAN) as a
"framework for a peaceful Southeast Asia."^^ shaiil see, the PRC
has also sided with the littoral states regarding control of sea frontiers
and Southeast Asian straits.

Continental Strategy

With its 1975 conquest of power in the south, the Hanoi regime was
able to establish Kinh-based power throughout all of Vietnam, from the

^°Francis J. Romance, "Peking's Coimterencirclement Strategy: The Maritime Element,"
Orbis 20:2 (Summer 1976):440-41.
^^Ji Guoxing, "Current Security Issues in Southeast Asia," Asian Survey 26:9 (Siept.
1986):983.
^^Ibid., pp. 985-86.
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Tonkin lowlands to the frontiers of north Vietnam and south to the inter

national borders in the Mekong Delta. This consolidation saw the disap
pearance of most areas on the state peripheries where Hanoi did not have
full, effective control, but there were some exceptions. Parts of the north-
em border are still penetrable, particularly in the western regions where
the Chinese have been able to infiltrate into Vietnamese-held areas. Fur

ther to the south, the Mekong Delta is wholly under Vietnamese control.
The mountainous backbone of the Indochinese peninsula (what the Amer
icans called "the central highlands") was, by about 1983, largely but not
entirely free of insurgent activity. Today, Hanoi controls these moxmtains
much more strongly than the Saigon regime ever did before 1975.

Nevertheless, there are still small numbers of Montagnards, anti-
Vietnamese Laotians, and Khmer Rouge operating along Vietnam's
western borders. Currently, none of these groups constitutes more than
a nuisance within Vietnam proper, and the Vietnamese claim to have
destroyed the United Front for the Liberation of the Oppressed Races
(FULRO), the venerable Montagnard liberation organization.^^ Such
resistance as does exist is possible only because of incomplete Vietnam
ese control over adjacent areas of Laos and Cambodia and the presence
of Khmer Rouge forces in northern and northeastern Cambodia. All of
these anti-Vietnamese elements are assisted by China.

The physical and cultural conditions of northern Vietnam and Laos
make it difficult, if not impossible, to completely prevent infiltration by
determined opponents operating out of China. This is apparent in Viet
namese references to troubles in "tribal" frontier areas. In 1981, Nhan
Dan admitted that "the tribal people of the northeast border areas have
experienced a number oforders andcomplicated developments in their
struggle against the Chinese reactionaries in defense of our national
sovereignty and the country's border security. The Vietnamese
accuse the Chinese of engaging in espionage, psychological warfare,
and economic sabotage in these areas, sending "spies, recoimaissance
agents, and henchmen across the border into our hamlets and viQages
in order to collect intelligence information, spread false rumors, and
incite the people to riot." The Chinese are said to have "sown division
among the tribal peoples and the cadres of the public security force,
army, party, and administration. Even deviant cadres and party

^^The authorwas toldby a ^^etnamese diplomat that FULRO was "shattered" in about
1985.

^^Nhan Dan, September 29, 1981, quoted by Lim, Territorial Power Domains, pp. 200-201.
^^Ibid.
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members are said to have been recruited by the Chinese to set up
underground organizations. In a particularly telling admission, l4han
Dan stated that

Chinese reactionaries have been infiltrating thousands of their hood
lums, ruffians, cadres, and solders disguised as civilians into our terri
tory where they live amongour tribal people and operate clandestinely in all
highland villages and hamlets of our northern border regions.

According to Lim, "That such a situation could arise, despite rather
tight Vietnamese military and political control, is again an indication of
the deep-rooted nature of the elements that make up the montane fron
tier environment and which seem to have survived Vietnamese reorgan
ization of their borderlands.In July 1983, Nhan Dan continued to
complain that the Chinese "send spies, commandos, and secret agents
to gather intelligence, carry out acts of sabotage and psychological war
fare, and build bases and even armed forces to be used as an internal
force in combination with an eventual second large-scale aggression."^®

Remarkably, there is no evidence in either the Vietnamese or Chi
nese press, or from any other source, that the Vietnamese have success
fully done anything of this nature north of the Chinese border. The
Chinese have made numerous complaints of Vietnamese "comman
dos" (that is to say, conventional military raiders) and of the occasional
infiltration of spies into Yunnan and Guangxi, but there has been no
indication of any Vietnamese success in subverting or infiltrating any of
the minority peoples of the PRC border region.

Since 1976, the Vietnamese have been extending their control in Laos
by vigorous military action and by extensive road construction. By 1980,
an estimated 20 percent of Laos's external trade was passing through
Danang rather than through Bangkok, the traditional outlet.^^ Even so,
the security situation in northern Laos, from the Vietnamese perspective,
probably remains tenuous. The ethnic groups of northern Laos have tra
ditional contacts with larger communities of their kinsmen in Yurman
Province rather than in Hanoi or Vientiane. Chinese cadres have been

working among them for many years, and there was a fairly substantial
Chinese road-bxiilding project through northern Laos right up imtil 1979.
When Chinese construction troops withdrew in 1979, thousands of the

^^Ibid. (emphasis added).
^^Ibid.
^^The Age (Melbourne), July26, 1983; quoting Nhan Dan, undated.
^^Bangkok Post, November 26, 1980; see Lim, Territorial Power Domains, pp. 181-82.
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tribals reportedly returned to China with them. There have been persist-
ent accusations by the Vietnamese that China is now running large-scale
training ofrefugees in guerrilla warfare andsubversion andreinfiltrating
them intoLaos.^o Moreover, there have been reports ofKhmer resistance
fighters moving all theway from eastern Thailand overland through Laos
to China, where they are trained and equipped and then reinfiltrated
through the same areas.

Therehas been littlemilitary action in Laos beyondthis clandestine
transit. In fact, some reports reaching the outside world even tell of
Chinese and Lao border commanders meeting sometimes to work out
problems. This is consistent with PRC diplomatic efforts to encourage
Lao independence from the Vietnamese occupiers. The potential for
Chinese-sponsored guerrilla warfare remains, however.

The Chinese were attempting to "teach Vietnama lesson" with their
large-scale conventional invasion of February 1979. The "lesson" was
that China must be taken seriously in Southeast Asia and its wishes
considered. By taking the risk of invading Vietnam, despite the
Vietnamese-Soviet treaty of November 1978, the Chinese asserted their
capability and determination to prevent the Vietnamese from dominating
the Indochinese peninsula by default. Moreover, they "established a clear
precedent for their willingness to use force on subsequent occasions,

The Chinese People's Liberation Army (PLA) maintains consider
able military power along the border. In the Guangxi, Yunnan, and
Hainan Island military districts there are four or five group army head
quarters commanding roughly fifteen main force infantry divisions, plus
five or six regional force infantry divisions and five or six border police
divisions—a total ofperhaps300,000-400,000 fighting men. Ironically, the
chain of air bases across southern China was constructed in the 1960s to
assist Vietnam's defense against the Americans. Today, a substantial part
of China's huge (over 5,000 combat aircraft) air force could operate from
these bases against Vietnam.22

When they invaded Vietnam in 1979, the Chinese temporarily con
solidated the Chengdu and Guangzhou Military Regions (MRs), which
share the Vietnamese border, into a Southern Front to command the

^Straits Times, October 15, 1983. Also see Martin Stewart-Fox, "Laos: The Vietnamese
Connection," in Southeast Asian Affairs, 1980 (Singapore: Institute of Southeast Asian
Studies, 1980).
^^Jonathan D. Pollack, "The Evolution of Chinese Strategic Thought," inNew Directions in
Strategic Thinking, Robert O'Neill and D. M. Homer, eds. (London: George Allen &
Unwin, 1981), p. 149.
^Author's estimates, based on The Military Balance, 1986-87 (London: Intemational Insti
tute of Strategic Studies, 1986), pp. 142-45.
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operation.23 Yet the June 1985 consolidation of the MR system main
tained the separation of the Chengduand Guangzhou MRs. This was a
strong indication that, despite the large forces available, no large-scale
anti-Vietnamese military operations were envisioned by Beijing.

It is over the longer term that the effects of the Chinese demonstra
tionofwillingness and capacity to use force areimportant to PRC objec
tives in Southeast Asia. FLA units periodically make limited attacks,
thereby compelling Vietnam to maintain large units at a high state of
readiness lest the Chinese at any time laimch a "second lesson." Thus,
the 1979 invasion increased the price Vietnam must pay in order to
assert its "special" relationship with its smaller neighbors in Indo-
china.24 Hanoi has been forced to expand the size of the People's Army
of Vietnam (PAVN) to the point that, in 1986, it was the third largest
armed force in the world.^s jhig has been necessitated not only by their
need to fight in Cambodia and defend their northern border, but alsoby
the continuing effort to push Hanoi's military control further into the
peripheral areas of northern and northwestern Laos. In taking on the
burden of trying to control these latter areas, the Vietnamese have
tended to dissipate their power. They seem to have no choice, however,
because of the danger of leaving their landward flank exposed to Chi
nese infiltration and subversion. All of this has made it impossible for
the Vietnamese to concentrate their military and political resources on
economic development at home, consolidate their control in Cambodia,
and compel ASEAN to accept the "irreversibility" of Vietnamese con
trol over Indochina. Lim Joo-Jock asserts:

The often-repeated intention of the PRC to come to Thailand's aid in
case of a Vietnamese attack on Thailand has been taken seriously by
both Hanoi and Bangkok [and is] a considerable factor in the power
equation in Southeast Asia. This form of support for Thailand and
limited material support for the Khmer resistance, though it has not
compelled the Vietnamese to evacuate Cambodia, is nevertheless a
form of encirclement of Vietnam and a constriction of its present or
potential ambitions.26

^Harlan W. Jencks, "China's 'Punitive' War on ^^etnam: A Military Assessment," Asian
Survey19:8 (August 1979):805-6.
^^Michael Leifer, "Post-Mortem on the Third Indochina War," WorW Today 35:6 (June
1979):253.
^See Douglas Pike, PAVN; People's Army ofVietnam (Novato, Calif.: Presidio Press, 1986),
esp. pp. 60-86.
^im. Territorial Power Domains, pp. 201-2.
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AlongVietnam's northern border, the Qiinese haveperiodically esca
lated the fighting in order to keep the PAVN tied down, alert, and
stressed. In February 1986 alone, according to the Vietnam News Agency
(VNA), the Chinese fired about 70,000 artillery shells and rockets into the
three western Vietnamese border provinces and sent "many infantry
companies and battalions to attack Vi Xuyen District." There was heavy
shelling and fighting, possibly up to regimental scale, in October 1986. In
the heaviest fighting in at least five years, in early January 1987, the PLA
claimed to have killed 500 Vietnamese, while IWN claimed 1,500 Chi
nese killed or seriously woimded. Chinese reconnaissance aircraft alleg
edly overflyVietnamese territory frequently. The PRC press, particularly
the military press, regularly features the battles along the southern bor
der. Indeed, to read Liberation Army Pictorial over the past few years, one
would think that China was engaged in almost constant large-scale war
fare on its southern border, particularly in the Laoshan and Fakashan
areas of Guangxi (which, to the Vietnamese, are in Ha Tuyen Province).^^
Thus, while the Chinese invasion of 1979was in many ways a military
failure,28 it, plus the subsequent Chinese military pressure, has "swimg
the pendulum away from total and undisputed Vietnamese hegemony in
Indochina. "29

By taking common cause with the Chinese on the matter of Cambo
dia, the ASEAN states, particxilarly Thailand, are taking a calcxilated
risk. By facilitating the importation of Chinese arms and advisors to
assist the CGDK, the Thais may be introducing weapons and agents
which could be used to cause internal problems in Thailand. Under
changed circumstances, or just by accident, Chinese military aid could
facilitate a resurgence of the Communist Party of Thailand (CPT) and/or
other insurgents, possibly including Khmer refugees on Thai territory.
Nor can the Thais be terribly comforted by the fact that Khmer resis
tance troops seem to be travelling freely between China and the Lao-
Cambodian border areas, through northern Thailand.

The Chinese loudly emphasize that they stand side-by-side with
ASEAN on the Cambodian issue. In fact, they have stated on a number
of recent occasions that the Vietnamese occupation of Cambodia is not
only the main crux of the Sino-Vietnamese conflict, but is indeed the

^^For example, see Liberation Army Pictorial (Jiefang Jun Huabao, hereafter JFJHB) no. 4
(April 1986), pp. 2-9; and no. 7 Quiy 1984), pp. 10-13.
^Harlan W. Jencks, "China-\^etnam, 1979," in The Lessons ofRecent Wars in the Third
World, vol. 1, Robert E. Harkavy and Stephanie G. Neuman, eds. (Lexington, Mass.:
Lexington Books, 1985-87), pp. 148-53, 156-57.
^\im, Territorial Power Domains, p. 195.
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most serious obstacle in Sino-Soviet relations.Qiinese ejfforts to divide
Vietnam from the Soviet Union are discussed in other chapters, espe
cially byDouglas Pike and Chang Pao-min. China's key military goal is to
stop or reduce the flow of Soviet military supplies, and ultimately to
engineer the removal of Soviet military installations and influence from
Indochina. Publicly, the Soviets maintain their steadfastbacking for Viet
nam. Nevertheless, the Vietnamese appear to be somewhat worried
about being sacrificed on the altar of improved Sino-Soviet relations. An
editorial in Nhan Dan on Gorbachev's Vladivostok speech of July 28,
1986, "came close to admonishing" Gorbachev for his statement that
Vietnam and China were both to blame for "xinnecessary suspicions and
mistrust.

China's effort to establish military cooperation with ASEAN has
extended beyond expressions of support for Thailand and aid to the
Khmer resistance. As early as March 1980, the Chinese attempted to
participate in the "ADEX '80" defense equipment exhibition in Ktiala
Lumpur. A 21-man PRC delegation was denied visas at the last minute,
ostensibly because all other communist countries had been excluded.^^
In contrast, in January 1986 PRC firms exhibited air defense and anti-
ship missiles at the "Asian Aerospace '86" exhibition in Singapore^ and
a full range of military hardware at the "Defence Asia '87" exhibition in
Bangkok in March 1987.^

In 1984-85, Thai sources reported that the Thai Air Force was con
sidering purchase of the F-7R aircraft, the reconnaissance version of the
Chinese-made MiG-21. The Thais eventually judged the F-7R made-
quate for their needs, but contacts between the two countries' armed
forces have developed extensively. Military delegations routinely
exchange visits, and some deals have finally been made. In 1986, the
Chinese provided 16-18 130mm guns as grant-in-aid to the Thai Army.
In spring 1987, the Thais announced they would purchase 50-60 new
Chinese Type-69 tanks and 400 armored personnel carriers at "friend-

^^Xinhua Domestic Service, September 6, 1986, "Report of the Interview ofDeng Xiaoping
on CBS Television Program'Sbcty Minutes,' 2 Sept. 1986," trans. ForeignBroadcast Informa
tion Service (FBIS) DailyReport, China, no. 173 (1986), pp. Bl-2.
^^As quoted in Nayan Chanda, "Diplomacy in the Air," Far Eastern Economic Review O^ere-
after FEER), September 18, 1986, p. 26.
^^Xiandai Junshi (Hong Kong), April 1980, pp. 26-27.
^Jane's Defence Weekly (hereafter JDW), January 25, 1986, p. 92.
^JDW, March 28, 1987, pp. 539, 541.
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ship" prices. Also, the Thai Air Force will buy "a large number" of
Chinese 37mm antiaircraft guns.^

The political symbolism of the PRC arms transfers to an ASEAN
state is unquestionably the primary Chinese motive. However, China is
also interested in extending its aggressively successful and lucrative
arms export sales into the Southeast Asian market.

Maritime Strategy

The FLA Navy (PLAN) currently has about 350,000 personnel,
including naval air and coastal defense units. It has 46 major surface
combatants (15 destroyers and 31 frigates). Its main combat strength,
however, is in its huge fleet of small coastal patrol craft and some 100
obsolete diesel-electric attack submarines. There are also three Han-

class nuclear attack submarines, whose operational capability at present
is subject to some doubt. The PLAN'S South Sea Fleet has about
twenty-five of the submarines, five missile destroyers, and perhaps 200
of the patrol craft, plus miscellaneous amphibious units. There are also
several thousand naval infantrymen and 300-400 combat aircraft of the
naval air force.^^

With the United States, China shares grave concern over the growth
of Soviet sea power in the Pacific. Since the early 1970s, the Soviet
Pacific Fleet, headquartered at Vladivostok, has grown from the smallest
to the largest of the Soviet Navy's four fleets. It currently includes two
of the Soviet navy's three aircraft-carrying heavy antisubmarine cruisers
{Minskand Novosibirsk), The Chinese perceive this naval presence as an
integral part of the Soviet encirclement of China, in addition to being
part of the overall Soviet strategy for controlling the sea lanes of the
world. It was therefore a strategic setback to the Chinese, as well as to
the United States, when, as a direct result of China's 1979 invasion, the
Soviet Pacific Fleet acquired the naval and air base complex at Cam
Ranh Bay in Vietnam.

Soviet forces in Vietnam have expanded continuously since 1980,
when only about seven Soviet vessels used Cam Ranh Bay on a continu
ing basis. By 1986, there were approximately 7,000 Soviet military per
sonnel in Vietnam, most of them in the Cam Ranh Bay complex.

^"Thai Army in Chinese Tank Deal/' JDW, March 21, 1987, p. 467; and "Thai Army to
Buy 400 Chinese APCs," JDW, April 4, 1987, p. 575.
^Military Balance, 1986-1987, pp. 144-45. Contrary to some reports, the PLA has no
"marine corps," although it is experimenting with the concept. See Gordon Jacobs's
excellent analysis in "China's Interest in Amphibious Operations," JDW, September 27,
1986, pp. 684-86.
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supporting 20-25 vessels, including 15-20 combatants and various auxil
iaries.Among the latter were two submarine tenders, supporting an
unknown number of Soviet submarines operating in the South China
Sea and the Indian Ocean. In addition, Vietnamese airfields support
about 8 long-range Tu-95/Tu-lO Bear bombers and approximately 16 Tu-
16 Badger bombers. These aircraft are variously configured for maritime
reconnaissance, antisubmarine warfare (ASW), electronic warfare, and
antishipping missions. There is also a squadron of 14 MiG-23 fighter
aircraft, plus various antiaircraft units, for the defense of the Cam Ifenh
complex. In addition, the Soviets have extensive electronic monitoring
facilities in Vietnam, and possibly in Laos.^ This Soviet presence is
oriented primarily against American forces at sea and U.S. bases at
Clark Field and Subic Bay in the Philippines. It also poses a threat to the
ASEAN states and China; it gives the Soviets a significant maritime
reconnaissance and strike capability in the South China Sea and the
eastern portions of the Indian Ocean. The Cam Ranh Bay facility
reduces Soviet transit time to the Indian ocean by seven to ten days
compared to basing from Vladivostok.^^ The Russians are also said to be
rehabilitating deep-water ports at Kampang Sam and the former Cam
bodian naval base at Ream.'*® They thus threaten free movement
between the Indian Ocean and the South China Sea.

The Soviet threat to the strategic sea lanes of communication
(SLOCs) between the Middle East and Japan was greatly facilitated by
the Chinese invasion of 1979. It is extremely unlikely that the Vietnam
ese would tolerate a foreign military base on their soil if they did not feel
that they were faced with a grave threat from China. It has been widely
assumed by outside observers that the Cam Ranh Bay facilities are pro
vided to the Soviets as a straight quid pro quo. In this view, the Soviets
provide economic and military support to the Vietnamese for their
adventures in Cambodia and for defense of their land borders; in
return, the Soviets are allowed to use Cam Ranh Bay for their own
purposes. What is generally overlooked is the fact of the physical sepa
ration of Vietnam's two "core domains." Vietnam's geography has
been likened to two baskets of rice hanging at opposite ends of a pole.
Only a narrow coastal strip settled by Kinh Vietnamese connects the

^^Military Balance, 1986-1987, p. 46.
^Lim, Territorial Power Domains, p. 182, claims there are Soviet "radar facilities in tiaos,
ostensibly for the surveillance of Chinese air movements and missile tests."
^^John MacBeth, "Buildup on theBay," PEER, December 29, 1983, p. 16; Gordon Jacobs,
"China's Naval Program," NavyInternational, October 1985, p. 584.
^i, "Current Security Issues," pp. 982-83.
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two large rice-producing areas in the Tonkin and Mekong deltas. That
thin coastal strip is extremely vulnerable to attack from the sea and lies
directly adjacent to major Chinese naval and air bases on Hainan
Island. In 1979, a now defunct Hong Kong magazine claimed that the
PLA General Staff actually had a contingency plan to strike southeast
through Laos while making an amphibious landing between Ha Tinh
and Than Hae, thereby cutting the SRV in half.^^ In view of China's
increasing naval and aerial capacity, and its increasing naval presence in
the South China Sea, the Soviet naval presence in Vietnam is more than
simply a quid pro quo for economic and militaryaid. It is also a defen
sive shield against Chinese naval and amphibious attack on Vietnam's
vulnerable central coast.^ In private conversations in early 1987, Viet
namese diplomats indicated they would be loath to lose this Sovietpro
tection, even should there be a solution to the Cambodian problem.
Notwithstanding the considerable defensive importance of the Soviet
presence in Cam Ranh, however, it clearly poses a naval threat to the
United States, to ASEAN, and to the southern coasts of China.^

In addition to their own forces, the Soviets have provided between
55 and 60 combatant vessels to Vietnam and Cambodia, mostly since
1979 44 Among the vessels provided to Vietnamhave been four frigates
of the SovietPetyaclass which joined the two ex-U.S. frigates already in
Vietnamese service. In addition, the Soviets provided 8 Osa 11 missile
boats with STYX antiship missiles, 12-14 torpedo boats, and 26 small
gunboats. The Vietnamese also have 22 gunboats of the Shanghai and
Swatow classes provided by China before 1975.^ In 1985, there were
reports that the Soviets plannedto provide the Vietnamese with at least
one Foxtrot-class diesel-electric submarine, or already had. There have
been joint Soviet-Vietnamese ASW exercises in the South China Sea,
presumably directed against hjq)othetical Chinese submarines.^ In the

^^Huang Zhong, "Hainan Island Builds Guided Missile Bases/' Dong Xi Fang, no. 12
(December 10, 1979):13-15.
^Lim, Territorial Power Domains, pp. 196-97, 202.
^On possible Soviet naval interdiction ofthe PRC coast, seeDonald C. Daniel and Harlan
Jencks, "SovietMilitary Confrontation with China: Options for the USSR, the PRC, and
the United States," Conflict 5:1 (1983):66-69.
Jacobs, "China's Naval Program," p. 584.
"^Military Balance, 1986-87, p. 172.
^Desmond Wettem, "Soviet Submarines for \^etnam," Pacific Defense Reporter (hereafter
PDR), March 1985, pp. 14-15; Douglas Pike, "Vietnam: A ModemSparta," PDR, April
1983, p. 35.
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spring of 1984, the Soviets and Vietnameseconducted joint amphibious
exercises near Cam Ranh Bay and Haiphong.^

Soviet-Vietnamese naval cooperation presents challenges to a num
ber of important Chinese maritime interests. Since 1976, an extensive
program of construction and purchase has made China one of the larg
est merchant marine powers in the world, while its fishing fleet has also
expanded considerably.® Chinesemerchant ships now regularly ply the
straits of Southeast Asia. Over the past decade, China has expanded its
offshore oil exploration and drilling. Because oil installations are
extremely vulnerable to naval attack, the increase in Vietnamese naval
power is of graveconcern, particularly in the Tongkin Gulf, where there
are extensive waters subject to coiiflicting Chinese and Vietnamese
claims, and under which there are believed to be significant petroleum
deposits.

Maps published in the PRC always show the South China Sea, as far
south as the coasts of Kalimantan, to be Chinese territorial waters. The
Chinese invaded and occupied the Paracel (Xisha) Islands in January
1974, ejecting forces of the former Saigon regime. They continue to
occupy them, over the protests of Hanoi. Moreover, China maintains a
claim to the far-flung Spratly (Nansha) group. Because ofthe rich fishing
groimds and possible vmdersea oil and minerals around these islands,
the conflicting claims involve economics as well as strategic position.
VWthin the Spratly archipelago, there are claims by ^Tetnam, ChiUa,
Malaysia, and the Philippines. There has been a 'Wetnamese garrison on
Amboyna Cay and two other small islands since 1975 and a Malaysian
garrison on Terembu Layang-Layang since 1983, and there arePhilippdne
garrisonson five islands. Moreover, the Republic of China (Taiwan) main
tains a garrison on Taiping Island, the largest of the group. The Philip
pines has been grantingoil leases in the Spratlys since the early 1970s,
which can only help complicate the situation. The PRC's declared posi
tion on the situation is that these territorial disputes are

left over by history and need time to be resolved one by one and step
by step, and disputes over straits' sovereignty and maritime bounda
ries should be approached through international consultations. . . .
The disputed areas with natural resources ... in particular require
negotiated settlements.... In this case, common exploration and shar-

^^Michael Richardson, "Watch onthe Spratlys," PDR, September 1984, p. 9.
®David G. MuUer, China as a Maritime Power (Boulder, Colo.: Westview, 1983), esp.
pp. 182-87.
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ing of resources, with the problem of sovereignty pushed aside for a
certain period of time, is a fairly good approach.49

Thus far, the Chinese have not sought to assert their claims in the
Spratlys militarily, since they are over 800 kilometers south of the Para-
cels. The Spratlys are far from Chinese naval bases and beyond the
reach of Chinese airpower, while they are within range of both the Viet
namese and Philippine air forces. If they were to assert their claim and
establish a strong military presence in the Spratlys, the Chinese would
be in a much stronger position in any conflict involving access to the
eastern end of the Malacca Strait. For the time being, however, they are
just expanding their naval facilities in the Paracels.

Chinese concern with the threat posed by the Soviet fleet has led to a
major modernization program in the Chinese navy over the past few
years. Bases and facilities of the South Sea Fleet are being upgraded.
Ships, submarines, aircraft, and coastal defense forces have been rede
ployed from the other two fleets to the South Sea Heet. In particular,
sizable forces have been deployed to Hainan. Some of these have already
participated in training exercises in the Paracels and other offshore
islands.^

China's naval power is still hardly threatening to anyone much
beyond its own coasts. Nevertheless, the PLANhas improved consider
ably over the past decade. A flotilla of about thirteen ships supported
the Chinese intercontinental ballistic missile test in May 1980, sailing to
the impact area near the Fiji Islands in the South Pacific. During this
operation, they conducted under-way replenishment, navigated
through rough seas, and generally did a thoroughly professional job.
Indeed, the showing of the navy, all things considered, was more
remarkable than the missile test itself. Since then, the PLAN has con
ducted a number of long-range operations, sailing around Taiwan and
the Philippines and in South Sea waters. Its most recent feat was its first
ever "show the flag" voyage into the Indian Ocean, in November 1985-

^^i, "Current Security Issues," p. 981. For detailed presentations of Chinese claims to
South China Sea islands, see Shih Ti-tsu, "South China Sea Islands: Chinese Territory
Since Ancient Times," Peking Review, December 12, 1975, pp. 10-15; "China's Indisput
able Sovereignty over the Xisha and Nansha Islands," Beijing Review, February 18, 1980,
pp. 15-24.On undersea oil in East Asia, see SeligS. Harrison, China, OilandAsia: Conflict
Ahead? (New York: Columbia University Press, 1977).
Bradley Hahn, "China:Emerging SeaPower," Proceedings, March 1985, pp. 106-7; Gor
don Jacobs, "Bringing China's Navy Up to Date," JDW, January 25, 1986, pp. 113-14;
"New Chinese Anti-Ship and Air-to-Air Missiles on Show," JDW, September 13, 1986,
p. 530; "Two New Warship Types for PLA Navy," JDW, August 2, 1986, p. 146; and G.
Jacobs, "China's Auxiliary Ships," JDW, March 8, 1986, pp. 435-37.



80 COUNTER-ENCIRCLEMENT OR HEGEMONISM?

January 1986,when a Chinese flotilla made port calls in Bangladesh, Sri
Lanka, and Pakistan.®^

The PLAN gradually has been upgrading its weapon systems and
equipment, and has activated a comprehensive system of professional
education and training for officers and sailors. The Chinese are also
acquiring limited but significant amounts of modern naval equipment
and weapons from Western Europe and the U.S.®^ These have included
American gas turbine marine engines and Eiuropean diesel engines,
guns, electronics, missiles, and helicopters. The Chinese are co-
producing the French SA-365N Dauphin II helicopter, which is suitable
for shipboard ASW missions. They are also maldng a version of the
French Exocet antishipping missile. (See Edward Ross's chapter for
details on Sino-American military cooperation.)

As noted earlier, the Chinese are concerned about India's relation
ship with the Soviet Union. The Indo-Soviet treaty of August 1971
expanded Soviet aid to the fast-growing Indian Navy, which is now by
far the most powerful navy among the Indian Ocean littoral states. The
Chinese no doubt share the apprehension of several ASEAN states
about the Indian naval base in the Nicobar Islands and the major air
field which has been imder construction there. In September 1986,
Indonesian Major General Hartas claimed that Soviet submarines were
using the Nicobar base. On the 17th of September, the Indian fordgn
minister sidestepped General Hartas's accusation, stating that India
"does not grant militarybase facilities to any power." Since the base is
located only 400 kilometers northwest of Sumatra, it is a matter of con
tinuing concern to the littoral states.®®

The legal status of the Southeast Asian straits has been much
debated since 1972.®^ Indonesia and the Philippines support the concept
of "archipelagic sovereignty," meaning that Indonesia, for example,
claims the right to control the Sunda, Makassar, Lombok, and Ombai-
Wetar Straits, in order to protect the integrity of its territorial sover
eignty.

Even in 1972, though its relations with Indonesia were unfriendly
and its relationship with Malaysia quite cool, the PRC supported the
littoral states' maritime policies. China's support was, and remains,
based on its general approach to ocean policy, which has been that the

®®"\foyage to the South Sea," JFJHB, no. 5 (May 1986):10-15.
®®See Mullet, China asa Maritime Power, sect. 3;Bruce Swanson, "Naval Rirces," in Chinese
Defence Policy, Gerald Segal and William T. Tow, eds. (London: Macmillan, 1984).
®®Salamat Ali, "Base Statement Draws Indian Protest," PEER, October 2, 1986, p. 12.
®^rtzberger. Coastal States, pp. 85-86, passim.
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supremacy of the coastal states in defining their maritime interests to
the extent of their regulatory powers should be absolute. In this, the
Chinese are taking the part of the underdeveloped coastal countries vis-
a-vis the great maritime powers. China has consistently supported the
Indonesian-Malaysian position that the littoralstates should have power
to regulate commercial and military traffic even through the Straits of
Malacca. This position has supported both China's effort to contain
Soviet sea power and its effort to gain friends and influence in South
east Asia. Chinese interests here coincide with the ASEAN states'
against the superpowers, so the conflict over the Malacca Straits has
been an opportunity for them to demonstrate that their policy is not
merely propaganda. The PRC is only too happy to stand with ASEAN
against the United States, Japan, and the Soviet Union.

Even more important, of coiurse, are China's strategic calculations.
In the late 1960s, the Chinese claimed there was an anti-Chinese
"unholy alliance" between the United States and the USSR. Thus, the
debate over the Malacca Strait, which involved China's archrivals, facili
tated Chinese efforts to gain allies in SoutheastAsia and to inhibit the
movements of the superpowers. In both war and peace, it is in the
Chinese interest that the littoral states control, or at least observe, the
movement of great-power navies through SoutheastAsian waters.®

The Southeast Asian straits are inescapably involved in major
power conflicts not only in the event of warbut also in cold-war power
calculations. Theimportance ofthe sea lines of communication through
the straits, increased presence of the superpower navies and of the Chi
nese and Indian navies, plus the considerable naval power of Indonesia
and Malaysia, meanthat the littoral statesare doomedto involvement in
any major global or regional war, whether they wish it or not. In the
event of a Sino-Soviet war, the PLAN probably would try at least to
complicate Soviet logistics by forcing Soviet merchant ships to sail east
of the Philippines.® This would be strategically vital to the defense of
China, because the Soviet FarEast is partly dependent on the Southeast
Asian SLOCs. China, by contrast, could get along without them,
though it becomes more dependenton seaborne commerce each year.

While the PLAN could certainly assist in interdicting the Southeast
Asian straits, it could not force transit, much less keep them open, even
in the absence of the U.S. and Soviet navies. Indeed, the superpowers
themselves would have considerable trouble trying to force the straits
against the wishes of the littoral states. The Malacca Strait, in particular.

®®Ibid., pp. 6, 62,85-86.
®Mxiller, China as a Maritime Power, pp. 225-26.
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wotild be fairly easy to close if the littoral states wished to do so.
Because it is fairly shallow and narrow, mines or ships scuttled in the
shipping channel could stop the transit of large ships. Malaysia, Indo
nesia, and Singapore all have light missile boats armed with Gabriel
and/or Exocet antishipping missiles. Indonesia presently has subma
rines, and Malaysia is planning to purchase them. Moreover, land-
based air power and artillery would make it possible for the littoral
states to keep the entire strait under fire.®^

On balance, China probably would benefit if the Southeast Asian
straitswereclosed to aU navies in a crisis. Hence, again, Chinais happy
to back the Malaysian-Indonesian position on control of the straits. The
growing presence of the PLAN in Southeast Asian waters, meanwWle,
serves only to complicate an already complex situation.

The Future

Vertzberger claims:

At present, support of the coastal states' demand for more control over
passage through and above international straits in general, and the
Malacca Straits in particular, serves Beijing's strategic, political, and
ideological interests well. ... In the longer run, this state of affairs
mayundergo significant change as China's blue-water capabilities and
activitiesextend in scope and importance. In particular, this is true m
the case of China's changing nuclear strategic posture and the future
role of the navy in it.58

Vertzberger bases his argument on his evaluation of the futiure of Chi
na's submarine-launched ballisticmissile (SLBM) force. He foresees fhe
Chinese deplojdng operational nuclear ballistic missile submarines
(SSBNs) within the next few years. Hebelieves thattheycanbetargeted
to hit European Russia provided the missiles are launched from fhe
northwestern Indian Ocean. To do so, Chinese SSBNs would trytopass
surreptitiously through the SoutheastAsian straits. According to Veiftz-
berger, the survival ofthe smaU Chinese SSBN force favors deployment
in the Indian Ocean, where it could possibly be supported by surface
vessels from, and repair facilities at, the port of Karachi. Thus, Ihe
deployment of SSBNs in the Indian Oceanwould probably lead to con
siderable Chinese naval traffic through the straits. The immediate

^Military Balance, 1986-87, pp. 155, 162, 167; P. D. Jones and J.V.P. Goldrick, "The Far
Eastern Navies," Proceedings, March 1987, pp. 67-69; and JDW, August 23, 1986,
pp. 288, 291.

Ifertzberger, Coastal States, p. 90. The following discussion summarizes ^rtzberger's
argument on pp. 90-92.
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results of this extension of Chinese naval power into the IndianOcean,
according to Vertzberger, probably would be to accentuate the fears of
Indonesia, Malaysia, and even Singapore about the Chinese naval
threat. These fears in turn would probably lead to two major conse
quences: a growing reliance on American naval presence to counterbal
ance both the Soviets and the Chinese, and a further emphasis on
sea-denial capability in the straits.

The ideological and political dilemma that Beijing is likely to face if
it does acquire a strategic need to make regular military transit into the
Indian Ocean will be ameliorated by the ability of the superpowers to
continue to frustrate the ASEAN states, or to disregard their efforts at
controlling or monitoringtraffic. Beijing, in other words, wiU be able to
maintain a public stance of backing the ZOPFAN proposal and the
claims of the littoral states, while quietly taking advantage of the fact
that the great powers and Japan can frustrate Third World attempts to
control their own coastlines.®'

Vertzberger is almost certainly being overly enthusiastic about Chi
na's prospects as a naval power in the Indian Ocean. To begin with,
Chinese submarines are still relatively primitive and extremely vulnera
ble to Soviet (or indeedIndonesian or Malaysian or Singaporean) ASW
measures, especially while transiting the Southeast Asian straits. The
Strait ofMalacca, in particular, is so shallow that evensuperpower sub
marines cannot transit submerged without extremely high risk of detec
tion or grounding. Moreover, the notion of a Chinese surface fleet based
in Karachi is implausible for several reasons. First, it would mean a
major diversion of scarce PLAN assets to the Indian Ocean and away
from the coastal defense of China. Second, it would subject Chinese
nuclear strategy and naval power to the vagaries of Pakistani politics.
Third, as Vertzberger himself recognizes, the political costs in terms of
China's relations with India and ASEAN wouldbe veryconsiderable.

For all these reasons, it would be far more sensible for the Chinese
to attempt to develop a new class of SSBNs with a longer-range missile.
Meanwhile, it is likely that the Chinese will deploy their SSBN force,
such as it is, in Chinese waters, or possibly the north Pacific, and target
it on the Soviet Far East.®"

5'ibid.
®The first Xia class SSBN was officially declared operational in January 1987: Beijing
Review, January 12, 1987, p. 3. Military Balance, 1986-87 credits the PLAN with two Xia
class SSBNs, with up to fovu more on order. These figiues are probably too high. The
CSS-NX-3 SLBM has a reported maximumrange of 2,800 km. EachXiaSSBN has twelve
launch tubes.
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China's claim to the Spratlys is not likely to be pressed militarily
under present politico-military circumstances. China wishes to avoid
antagonizing the ASEAN states which also have claims in the archipel
ago. Moreover, thePLAN simply lacks thecapability toproject power as
far south astheSpratlys, particularly inthepresence of theSoviet fleet,
which might assist the Vietnamese. It therefore seems far more likely
that the Chinese will continue to pursue their stated policyof seeking a
long-term settlement with all of the littoral states and exploiting the
resources of the Spratlys on a joint basis. Even this conciliatory policy,
however, if anything is to come of it, is going to call for a greater PRC
civilian and military presence in the Spratlys. Therefore, we might
expect to see more Chinese military, merchant, fishing, and scientific
vessels in the Spratly Group.

ASEAN, the United States, the USSR, and the SRV are all con
cerned about the possible influence an expanded Chinese Navy might
have over the coming decades. As Edward Ross makes clear inhischap
ter, American arms transfer policyrestricts naval programs to the ASW
"mission area." No such restrictions inhibit other potential suppliers of
naval technology, however. The PLAN acquisition of the French Exocet
missile, forexample, potentially provides a major increase in antisutface
warfare capability.

Even without importing foreign weapon systems, the Chinese have
developed several important weapons that may increase their naval
capability substantially if deployed in large numbers. The C-601 air-to-
surface missile, for example, is a heavily-modified Soviet STYX which
can be launched from a Chinese naval bomber. The HQ-61 air defense
missile may at last provide the PLAN the seagoing air defense it needs
to free itself from dependence on shore-based antiaircraft protection.

The crucial unknown in attempting to predict Chinese naval devel
opment is finance. How much are the Chinese willing to spend to
deploy a really modem blue-water fleet, andhow soon? Inthespring of
1987, all indicators point to relatively small expenditures. Throughout
the PLA (ofwhich the navy is part), force levels arebeing maintainedor
even reduced, while technical levels are gradually being raised. The
Chinese say that only once the other three "modernizations" are well
advanced will they be able to manufacture and deploy significant
amounts of really modem military hardware. Absolutely all available
evidence indicates that the Chinese are doing exactly what they say.

Along China's southem land borders, the generd strategic situation
is fundamentally different from at sea, because even the superpowers
areill-equipped, and strongly disinclined, to intervene in theSoutheast
Asian highlands. Thegenerad strategic situation therewiU remain; Afiet-
nam seeks hegemony over all of Indochina, and China is unwilling to
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accept it. The situation conceivably might change sometime in the
future as part of a wider political settlement on Cambodia. In that con
text, China might accept Vietnamese hegemony in Laos and even Cam
bodia as a quid pro quo for \Tetnamese severance of formal military ties
with the Soviet Union and the removal of all Soviet forces and facilities
from Indochina. Even if this were to happen, however, Vietnam and
China are likely to remain atodds over various issues, and to attempt to
influence events in the rest of mainland Southeast Asia, by applying
their well-honed capabilities to exert low-level military-political pres
sures in the mountainous regions through small-unit military actions
and the support of various separatist factions and groups. Given that
reality, Vietnam inevitably will have tolook tosome outside power asan
equalizer against China. That outside power is likely to continue to be
the Soviet Union, although Hanoi might possibly look to ASEAN,
India, or (conceivably) even the United States.

As long as the Vietnamese remain assertive beyond their own land
borders, as they seem likely to do, it is difficult to imagine any end to
Sino-Vietnamese hostilities in Southeast Asia, regardless ofthe status of
Sino-Soviet relations. Because the Vietnamese therefore will seek some
sort of outside support. Southeast Asia appears doomed to continue
involvement in superpower politics and military activity, even if there is
a solution to the current problem of Cambodia. China, as an aspiring
global power, as a regional power, and as a Southeast Asian power, will
therefore remain deeply involved in the political-military affairs of the
region.



6. U.S.-China Military Relations

EDWARD W. ROSS

In the eleven years since the death ofMao and the end of the Cul
tural Revolution, China's relations with the nations of ASEAN have
witnessed considerable improvement, as have China's relations with
Japan, Western Europe, and the United States. China's new "open
door" foreign policy is the direct result offar-reaching domestic political
and economic reforms. These positive political and economic develop
ments in China hold out the promiseoffurther improvement in China's
relationships with the noncommunist world and are viewed with great
interest by China's ASEAN neighbors. While there are many positive
trends, however, concerns about China's role in the region persist
among China-watchers in ASEAN.

Of particular interest to the nations of ASEAN is China's military
power and orientation. In this regard, ASEAN has many questions and
concerns about China's military modernization and its developingmili
tary relationship with the United States. Generally, Asian friends and
allies of the United States have indicated that, while they do not always
agree with every detail of U.S. China policy, they vmderstand and
essentially concur with U.S. objectives. Clearly, however, for reasons
rooted in history, there is not a greatdealof enthusiasm in ASEAN for
sigiuficant improvements in China's military capabilities. For this rea
son, a military relationship with the United States, the nation with the
most advanced military technology on earth, is viewed with concern.
This is because of the prospect that China might achieve a more rapid
advancement in its military capabilities as the result of access to
advanced U.S. military technologyand might, for whatever reason, uti
lize its newfound military power in ways inimical to ASEAN interests.
These concerns are further heightened because there is little accurate
information available to the public on recent developments in U.S.
Chinamilitary relations. Thishas sometimes led to an overestimation of
the paceand scope ofthe development ofthe relationship and itspoten
tial impact on China's military modernization.

Theopinions expressed in this chapter are solely thoseof the author; they do not neces
sarily reflect those of the Department of Defense or the US. government. Information
containedherein was updated on September1, 1987, in preparationfor publication.
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This chapter reviews the development of U.S.-China military rela
tions and the implications for ASEAN. First, it will examine both U.S.
and Chinese policy considerations with regard to the military relation
ship. Second, it will review significant developments in each of the
three principal areas of U.S.-China military relations-high-level visits,
functional military exchanges, and nulitary technology cooperation—
alongwith the prospects for future development of the relationship and
implications for future Chinese military capabilities. Finally, it will
examine the implications for China's relationships with the nations of
ASEAN.

U.S. and Chinese Policy Considerations

The slow but steady growth of U.S.-China military relations over
the past three years is the result of a willingness on both sides to pursue
policies toward each other which satisfy each country's basic interests
for both the near and long term. Neither Beijing nor Washington seeks a
strategic partnership, and numerous differences continue to exist
between the two countries in their approach to political, economic, and
other issues. Nevertheless, there are several important issues on which
we agree that provide ample incentive for both sides to engage in mili
tary interaction and technology cooperation.

As Ambassador Lord pointed out in his speech to the 1986 annual
meeting of the National Council for U.S.-China Trade, we share numer
ous security concerns with the Chinese:^

1. We agree that Vietnam should get out of Cambodia.
2. We agree that the Soviet Union should get out of Afghani

stan.

3. We agree that there must be global limits on intermediate-
range nuclear missiles in Exirope and Asia.

4. We agree that conflict on the Korean Peninsula would be a
disaster and therefore we should seek ways to reduce ten
sions and maintain peace.

5. We agree that good relations with Japan are beneficial for all.
6. We agree, quietly, that a substantid U.S. presence in Asia

serves the cause of regional peace.

Therefore, the willingness of the United States to develop a military
relationship with the PRC is founded on the assessment that the United

^"Sino-American Relations: No Time for Complacency/' speech by U.S. Ambassador to
China Winston Lord to the National Council for U.S.-China Trade annual meeting. May
28, 1986.
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States and the PRC share important parallel interests, bothglobally and
regionally. Foremost among these is a common security concern—the
growing threat posed by the Soviet Union. Thus, an objective of U.S.
policy is to build an enduring military relationship with China which
would support China's national development and maintain it as a force
for peace and stability in the Asia-Pacific region and the world. The
United States believes that a more secure, modernizing, and friendly
China, with an independent foreign policy and economic system more
compatible with the West, can make a significant contribution to peace
and stability. A principal aim in strengthening U.S.-China military rela
tions is to support these healthy trends.^

In this context, a stated U.S. goal is to play a positive role in China's
military modernization—a role which not only serves U.S. and Chinese
mutual interests, but also takes into account the concerns and interests
of U.S. friends and allies in the region. Such a role also must take into
consideration China's legitimate defense requirements and its own
modernization objectives.

While Beijing articulates an independent foreign policy, China has
found it in its interest to develop closer relations with the West in order
to obtain the technology and trade necessary for its national develop
ment and military modernization. China also seeks reduced tensions
and increased economic and cultxural contacts with the Soviet Union.
Nevertheless, it frequently has articulated the three obstacles to better
relations with the USSR and recognizes the difficulty in finding solu
tions to the Afghanistan, Cambodia, or Sino-Soviet border issues.

U.S.-China Military Relations

The development of U.S.-PRC military relations began soon after
the normalization of diplomatic relations between the United Statesand
the People's Republic of Chinaon January 1,1979. Secretary of Defense
Harold Brown's visit to Beijing in January 1980, followed by then Dep
uty Chief of the General St^f Liu Huaqing's visit to the United States in
May 1980 and soon-to-be Minister of Defense Ceng Biao's visit to the
United States a month later, were the initial steps in opening a dialogue
between the militaryestablishments of the two countries. The evolution

^See testimony of Rear Admiral E. B. Baker, Jr., director. East Asia and Pacific Region,
Office of the Assistant Secretary of Defense, International Security Affairs, before the
Senate foreignRelatiotrs Committee, Subconunittee on Asian and Pacific Affairs, April 29,
1986. The terms of reference used by Admiral Bakerto describeU.S. policyon U.S.-China
military relations havebeen used on numerous occasions by Secretary of Defetrse Wein
berger, AssistantSecretary of Defense Richard L. Armitage, and others.
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of U.S. policy with regard to a U.S.-China military relationship was
reflected in the announcement by Secretary of State Alexander Haig in
June 1981 that the United States would consider the sale, on a case-by-
case basis, of defensive weapons and equipment to the PRC.

Development of the military relationship was hampered somewhat
in 1981 and 1982, however, by several factors. Important among these
were an internal policy debate within China over the extent to which the
PRC would seek foreign participation in its defense modernization and
differences between the U.S. and China over Taiwan. In August 1982,
the United States and China signed the joint communique concerning
U.S. arms sales to Taiwan. By the latter half of 1983 a growing consen
sus within China paved the way for further development of U.S.-China
military relations.^

Two important events in 1983 also contributed to the advancement
of the military relationship. First was the liberalization of U.S. guide
lines for the sale of seven categories of dual-use items to the PRC in
August following Secretary of Commerce Baldridge's visit to China.
Second, was the visit of Secretary of Defense Weinberger in September.
These developments came at a time of significant growth in political and
economic relations between the United States and China. Moreover,
they signaled an acknowledgement by both sides that it was an appro
priate time for further expansion of military contacts as a natur^ by
product of normal relations between friendly, nonallied countries.

Secretary Weinberger's first visit was particularly significant because it
established the framework for expansion of U.S.-China military-to-military
contacts. The secretary's visit resumed and expanded the high-level dia
logue between senior U.S. and Chinese military leaders begun by Secretary
Brown in 1980. It laid the groimdwork for renewed functional military
exchanges between the services of the two coxmtry's armed forces. Finally,
it identified and articulated to the Chinese military leadership several mili
tary mission areas, keyed to Chinese requests, which could provide the
basis for future military technology cooperation between the two militaries.
In addition it also energized a U.S. interagency review process designed to

^The signing ofthe August 17, 1982, communique onU.S. arms sales to China paved the
way for a segment of the Chinese military leadership to argue that the time was right to
open the door to a U.S.-China military relationship. This development came at a time
when limited financial resources were made available to the PLA to purchase foreign
military technology and equipment.
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ensure consistency of U.S. policy in the military technology cooperation
area.'^

High-Level Visits

Defense Minister Zhang Aiping visited the United States in Jime 1984
on a reciprocal visit for Secretary Weinberger's September 1983 visit. In
addition to meeting SecretaryWeinberger, he had discussions with Presi
dent Reagan, Secretary of State Shultz, Chairman of the Joint Chief$ of
Staff General Vessey and other senior military officials. The initial
exchange of visits between the two defense leaders laid the fotmdation
for a pattern of reciprocal visits between senior defense officials and mili
tary leaders. Each visit further advanced the bilateral military relation
ship.

Secretary of the Navy John Lehman visited China in August 1984as
the guest of People's Liberation Army (PLA) Navy Commander Liu
Huaqing, and opened the door to direct navy-to-navy contacts. Secre
tary Lehman's visit also established a dialogue which eventually led to
the PASSEX (passing exercise) conducted between the two navies in
January 1986 in the South China Sea. While such courtesy passing exer
cises are conducted routinely between the U.S. Navy and the navies of
numerous friendly and allied nations, China's participation in sudh a
routine activity was a small but noteworthy step in the military relation
ship.

General Vessey and Admiral Crowe, U.S. commander-in-chief Pacific
(CINCPAC), visited China in January 1985 as the guest of Chief of the
General Staff Yang Dezhi. Standing for several hours in subzero weafher
during a visit to the PLA training area in Shenyang, General Vessey and
Admiral Crowe became the first U.S. military leaders to observe a PLA
"combined service" training exercise. Like Secretary Weinberger, General
Vesseycarried on discussions on regional and global issues with his Chi
nese hosts.

Chief of Staff of the Air Force General Gabriel visited China in Octo

ber 1985 as the guest of PLA Air Force Commander Wang Hai. The two
air force leaders agreed to exchanges of air force training and logistics
delegations and discussed ways to further the air force-to-air force rela
tionship. Gabriel and Wang Hai got along very well and established a

^The sourcefor the information in this chapterconcerning U.S. involvement in the military
relationship with China from the time of Secretary Weinberger's visit is the author's per
sonal participation. At the time of Weinberger's 1983 visit, the author was serving as a
military attadie at the Defense Attach^ Officein the American Embassy Beijing. The author
has held his current position as the assistant for China, OSD/ISA since February 1984.
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dose personal rapport. In discussing their Korean War experiences, it
came to light that Wang Hai, a Chinese ace during the war, may have
been shot down by General Gabriel.

PLA Navy Commander Liu Huaqing visited the United States in
November as the guest of Chief of Naval Operations Admiral Watkins.
Liu met with Secretary Lehman and other Navy and Defense leaders in
Washington and toured U.S. Navy installations in Florida, San Diego,
and Hawaii. Admiral Watkins visited China in April 1986 as Liu's
guest.5 The two navy leaders continued their discussions on ways to
expand navy-to-navy interaction.

In May 1986, chief of the PLA general staff, Yang Dezhi, made his
reciprocal visit to the United States and was the guest of General Ves-
sey's successor as chairman of the Joint Chiefs, Admiral Crowe. Yang
met with Secretary Weinberger and Assistant Secretary of Defense
Richard Armitage. Like those who came before him, Yang visited U.S.
military installations around the country and in Hawaii.

Secretary Weinberger returned to China in early October 1986,
almost exactly three years after his initial visit to China. The visit came
at a time when significant progress toward reaching agreement on a
major cooperative Foreign Military Sales (FMS) programhad been made
and also resulted in the announcement that a U.S. Navy ship visit to
China would take place in November. In addition. SecretaryWeinberger
engaged his host Zhang Aiping, and other Chinese political and mili
tary leaders, in a wide-ranging dialogue on numerous regional and
global issues from China's conflict with Vietnam to U.S.-Soviet arms
control discussions. Chinese leaders who received Weinberger included
Deng Xiaoping, Premier Zhao Ziyang, SecretaryGeneral of the Military
Commission Yang Shangkun, Yang Dezhi, and Foreign Minister Wu
Xueqian. Defense Minister Zhang Aiping welcomed Secretary Wein
berger as an "old friend" with the special gesture of a small private
dinner on the evening of his arrival and stressed the personal relation
ship between himself and Secretary Weinberger on several occasions
during the visit.

While the secretary of defense was in Beijing, another senior Chi
nese military leader. Hong Xuezhi, director of the General Logistics
Department of the PLA, led a group of Chinese logisticians on a visit to
the United States as the guest of Assistant Secretary of Defense for
Acquisition and Logistics Dr. James Wade. Hong departed Beijing on
the evening of Weinberger's arrival. The two met briefly in the Great
Hall of the People along with Yang Shangkun and Yang Dezhi.

®Admiral Watkins's visit to China was cut short as a result of the U.S. bombing of Libya.
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Since Secretary Weinberger's second visit to China, the exchange of
high-level visits between senior U.S. and Chinese military leaders has
continued apace. U.S. Army Chief of Staff General Wickham visited
China in late November 1986 as the guest of PLA Deputy Chief of the
General Staff Xu Xin. Marine Corps Commandant Paul X. Kelly visited
China in March 1987 and PLA Air Force Commander Wang Hai visited
the United States in April. Military Commission Vice Chairman Yang
Shangkun, the most senior Chinese military leader next to Deng Xiao
ping himself, visited the United States in May as the head of a Chinese
delegation. Yang, the guest of Vice President George Bush, met with
President Reagan, Secretary of State Shultz, Secretary Weinberger, and
leaders of both the House and Senate. In June, Admiral Hays,
commander-in-chief Pacific, visited China as the guest of Deputy Chief
of the General Staff Xu Xin.

As of this writing the most recent high-level visit in the ongoing
series was the visit to China in September 1987 of Secretary of the Air
ForceJohn Aldridge. Air Force Secretary Aldridge was the guest of PLA
Air Force Commander Wang Hai and led the first defense delegation to
visit Tibet.

In each case, visits by senior U.S. and Chinese military leaders have
further improved communications and understanding between the two
armed forces and have paved the way for increased contacts. The pat
tern of high-level exchange visits, begun by Secretary Weinberger ^d
Minister Zhang Aiping in 1983-84, has set the overall tone for the rela
tionship and provided a framework for functional military exchanges
between the various military organizations of the two countries and for
cooperative programs in the military technology field.^

Functional Military Exchanges

The area of fxmctional military exchanges, as defined by the Depart
ment of Defense, encompasses the entire spectrum of military-to-
military interaction beneath the level of high-level visits, exclusive of
visits and exchanges associated with specific technology cooperation
programs or discussions.

Although reciprocal training and logistics exchanges had been con
ducted in late 1980 and early 1981, the current pattern of exchanges
resulted from discussions held during Secretary Weinberger's Septem
ber 1983 visit to China. Representing the Joint Chiefs of Staff, General

^Although there is no precise definition of which visits are considered high-level and
which visits fall into the category of functional military exchanges, the term "high-level"
is usually used to describe visits by the secretary of defense, the service secretaries, the
chairman of the Joint Chiefs, and the military service chiefs.
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William Richardson, deputy commander of the U.S. Army Training and
Doctrine Command (T^DOC), met with Zhang Tong, director of the
Foreign Affairs Bureau (FAB) of the Ministry of Defense. The purpose of
that meeting was to agree on a series of functional military exchanges to
be conducted in 1984.

During that meeting, the two sides agreed to a new round of train
ing and logistics exchanges. Subsequently a PLA training delegation
visited the United States in April 1984 and a FLA logistics delegation
visited in May. Reciprocal U.S. training and logistics delegations trav
eled to China in October and November 1984 respectively. Each of these
delegations contained tri-service representation.

As the bilateralmilitaryrelationship matured and developed through
out 1984 and 1985, functional service-to-service contacts developed. The
U.S. Army TRADOC hosted a FLA training seminar in August 1985. In
January, 1986 the first operational contact between U.S. and Chinese
forces took place in the South China Sea, where elements of the U.S.
Seventh Heet conducted a FASSEX and met and exchanged greetings at
sea with ships of the FLA Navy. Although the FASSEX was terminated
earlydue to rough seas and bad weather, it was a significant milestone in
the military relationship.

In September 1986, the FLA Air Force Song and Dance Troupe vis
ited the United States. Beginning its tour in Washington, D.C., with a
performance in the National Theater, the troupe toured various military
installations giving performances at each stop for the U.S. forces sta
tioned there and for the general public. A reciprocal visit to China by
the U.S. Air Force Band took place in June 1987.

By the end of1986, progress in the military relationship wasreflected
by an increase in the scope and frequency of functional interaction. On
November 5, 1986, three ships of the U.S. Seventh Fleet, the USS Reeves,
a guided missile cruiser, the destroyer USS Oldendorf, and the USS Rentz,
a guided missile frigate, began a seven-day port call to the Chinese cityof
Qingdao. Admiral James A. Lyons, commander-in-chief. Pacific Fleet,
was the senior US. Navy officer embarked. This historic ship visit to
China was the first time U.S. and Chinese forces had the opportunity to
interact face-to-face in something larger than a small group.'' Just ten days

^Everyone who participated in the ship visit agreed that it was a most impressive event.
Three thousand sailors disembarked from the three US. Navy ships in uniform and toured
the dty of Qingdao. Not since the late 1940s had the Chinese witnessedsuch a large uni
formed U.S. military presence. Despite the fears of some that such a sight might evoke
impleasant memories, the shipvisitwasconducted in a superbprofessional mannerand the
Chinese themselves had much praise for the event. The last U.S. Navy ship visit to China
was in May1949 when the USS Dixie (AD14)departed Qingdao and Shanghai.
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following the ship visit, the first PLA Navy logistics delegation arrived
in the United States and on December 1, a Department of Defense
(DOD) quality assurance delegation arrived in China. Also in December
were visits to the United States by a PLA medical delegation and the
first PLA Air Force maintenance delegation.

Fimctional military visits in 1987to date include visits to China by the
Joint U.S. Mid-Level Management Team in January, the commander of
the U.S. Air Force Logistics Command in February, the Joint U.S. Systems
Analysis team led by Under Secretary of the Army HoUis in March, and
the U.S. Navy training delegation led by ViceAdmiral Thunman in April.

Military Technology Cooperation

U.S. military sales to China fall into two general categories: dual-use
equipment and technology, licensed by the Department of Commerce,
and those end items and technologies controlled by the International
Munitions List (IML) and licensed by the Department of State. Of pri
mary significance for the military relationship are weapons, equipment,
and technologies associated with the IML.

Munitions list items can be sold to China on either a direct commer
cial basis by U.S. defense contractors who possess a valid munitions
license or, on a government-to-government basis, through FMS chan
nels. Equipment already purchased from the United States through
commercial channels includes S-70C helicopters, LM2,500 gas turbine
engines for naval ships, coastal defense radars, and communications
equipment.

The United States and China reopened discussions on munitions
list arms sales and technology transfer during Secretary Weinberger's
visit to China in September 1983. Discussions between the Department
of Defense and China's Ministryof Defenseconcentratedon identifying
and defining militarymission areas, based on Chinese defense require
ments, as the basis for govemment-to-govemment sales of U.S. arms
and military technology. From September 1983 onward, military tech
nology cooperation discussions have been conducted between ihe
Office of the Secretary of Defense, International Security Affairs (OSD/
ISA) and the National Defense Science, Technology, and Industry Com
mission (NDSTIC).®

From the outset, both sides have worked to define cooperative pro
grams which satisfied their fundamental goals and objectives. The Chi-

®NDSTIC is often referred to as COSTIND or the Commission on Science, Technology/
and Industry for National Defense.
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nese have sought to acquire production technologies and systems which
would enable them to upgrade their own defense industries in order to
be able to manufacture weapon systems and military equipment ade
quate to meet current and projected threats. Only in rare instances,
those in which the Chinese defense industry has no capability whatso
ever or in which current threats require immediate enhancement of their
capability, will the Chinese procure complete end items in more than
very small quantities. The United States, for its part, wants to assist
China in meeting its legitimate defense requirements within existing
weapons and technology transfer policies, consistent with U.S. political-
military objectives in the region.

To date, four military mission areas have emerged as the basis of
U.S.-China military technology cooperation. These four mission areas are
antitank, artillery, air defense, and surface-ship antisubmarine warfare.
Usingthese mission areasas the basisfor discussion permittedboth sides
to concentrate on developingcooperative programs keyed to specific Chi
nese defensive requirements and to identify systems and technologies
which most appropriatelymet those requirements. In each mission area,
U.S. willingness to release specific defensive weapons or technologies to
the PRC is based on a thorough analysis of their utility for enhancing
Chinese defensive capabilities, while taking into consideration the
political-military environment and the interests of otherU.S. friends and
allies in the region.

There has been a continuing series of discussions on matters related
to cooperation in these mission areas and numerous visits by delega
tions of technical personnel from both countries. At every step, U.S.
responses and proposals in military technology cooperation discussions
with the Chinese have been fully coordinated and approved by appro
priate officials of the departmentsof Stateand Defense, the Joint Chiefs
of Staff, and the military services. In each case, appropriate representa
tives of these departments actively participated in the discussions. In
addition to coordinating with appropriate offices and agencies of the
executive branch of the government, the Department of Defense has
regularly consxilted with members of the Congress and their staffs on
progress and developments in the U.S.-China military relationship, to
include military technology cooperation and arms sales.

Reciprocal visits by Chinese and U.S. technical teams have been
designed to establish a base of xmderstanding of requirements and capa
bilities in order to define cooperative programs. Visits by Chinese techni
cal teams to the United States have been to defense contractors and
military installations which may be involved in implemented cooperative
programs. Similar U.S. technical teams have visited China. In many
cases, U.S. technical team visits to China have been funded by the Chi-



96 U.S.-CHINA MUnAFY RELATIONS

nese under approved FMS cases related to cooperative programs for the
various agreed mission areas.^

Bylate summer 1985, following two years of discussions and techni
cal visits on the foxir approved mission areas, the Qiinese began to sub
mit formal Letters of Request (LORs) for specific programs. Ouna
submitted eight LORs pertaining to the artillery mission area in August
1985. The LORs were for technical data packages, plant layout designs,
and technical assistance for setting up large-caliber artillery fuse and det
onator plants. Formal notification of the sale was made to COCOM^o and
the U.S. Congress in September. Initial Letters of Offer and Acceptance
(LOAs) for the program were signed in August 1986. The approximate
value of the program is $30 million.

In December 1985, Chma submitted an LOR for a program to mod
ernize the avionics for its F-8 interceptor. COCOM and Congress were
notified about the program in March 1986 and an LOA signed by the
Chinese on October 30. The F-8, a Chinese-developed, twin-engine,
delta-wing, high-altitude interceptor, is designed to counter the Soviet
bomber threat. Avionics modernization for the F-8 interceptor involves
the integration of releasable avionics components into the R8 aircraft by
a U.S. prime defense contractor. The Grumman Corporation of Long
Island, New York, was awarded a contract to act as the prime contractor
for this program in August 1987. The U.S. Air Force will supervise this
effort as an FMS program. The estimated value of the program is
approximately $500million. The integration effort will require about six
years to complete and will include an airborne radar, navigation eqtdp-
ment, a head-up display, a mission computer, an air data computer, and
a data bus. Following successful integration of the avionics package^ a
total of fifty F-8 aircraft will be modified by the Chinese for installation
of avionics kits in China. The program is an end-item sale and does not
involve co-assembly or co-production. There will be no transfer of
design or production technologies. No weapons are included in the
sale.^^ In order to facilitate coordination between the PLA Air Force and

^Iheactivities referred to here are site surveys. Site surveys are routinely conducted aspart
of an FMS program to assist in developing price and availability data to an FMS customer
prior to the issuing of an LOA.

COCOM stands for Coordinating Committee, which is made up of the NATO allies,
minus Iceland, plus Japan. COCOM reviews the sale of all munitions list items to commu
nist countries.

^^See Edward W. Ross, "U.S.-China Military Relations," in Martin L. Lasater, ed.. The Two
Chinas: A Contemporary View, Heritage Lectures no. 55 (Washington, D.C.: Heritage Foun
dation, 1986):83-95.
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the U.S. Air Force, the Chinese have established a five-man liaison
office at Wright-Patterson Air Force Base in Ohio.

In his testimony before the Senate Foreign Relations Committee,
Rear Admiral E. B. Baker, Jr., explained that, prior to agreeing to pursue
the F-8 avionics modernization program with the Chinese and deciding
to submit the program to COCOM and Congress, the departments of
State and Defense thoroughly reviewed all aspects of the program to
ensme that it was consistent with both the U.S. policy objectives and
releasability considerations. "This modest upgrade of Chinese air-
defense capability will contribute to China's ability to protect its sover
eign air space. Moreover, by enhancing China's security against external
threats, this program is in the national interest of the United States."^^

Finally, in January 1987, following the submission to COCOM in Sep
tember 1986, the Reagan administration submitted to Congress a pro
posal for the sale of four AN-TPQ/37 Firefinder artillery-locating radars.
Following COCOM and congressional approvals, the United States
issued LOAs to China for sale of the system and for appropriate opera
tions and maintenance training. Like all other weapon systems approved
for sale to China by the U.S. government to date, the AN/TPQ-37 is
considered a defensive system. The radar enables forces in the field to
locate enemy radar batteries directing fire at their positions based on the
trajectories of incoming artillery rotmds. PLA students are currently
imdergoing training on this system at Ft. Sill, Oklahoma.

Cooperative programs in the two remaining mission areas—antitank
and surface ship antisubmarine warfare (ASW)—remain under discus
sion. The focus of attention in the antitank area has been the co-

production of the improved TOWwire-guided antitank guided missile. In
the surface-ship ASW mission area, the co-production of the Mark 46
Mod-2 lightweight ASW torpedo has been the main topic of discussion.
Limited financial resources available to the PLA and potential competi
tion with indigenous development programs have contributed to Chinese
indecision on these programs. Four Mark 46 Mod-2 torpedoes have been
sold to China for test and evaluation, and seven Chinese students have
been trained on this system at the Navy Weapons Training Center in
Orlando, Florida.

Future Prospects for U.S.-China Military Relations

Prospects for continued growth and development of U.S.-China
military relations appear to be very good. Developments over the past

^Baker, Tzvo Chinas.
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year—Secretary Weinberger'sOctober 1986 visit to China, the continued
frequent exchange of high-level military visits, the November 1986U.S.
Navy ship visit to Qingdao, and the signing of the F-8avionics moderni
zation and AN/TPQ-37 radar LOAs—are clear indications that the mili
tary relationship is moving forward. High-level visits, functional
military exchanges, and military technology cooperation will continue in
1987 and beyond. As the relationship develops, the scope and fre
quency of military exchanges can be expected to increase. Military sales
and technology transfer to China also should increase, reflecting
improvement in the overall political, economic, and military relation
ship.

Nevertheless, various constraints, both in China and the United
States, will restrain too rapid an acceleration of the relationship. Beijing
wiQ continue to insist on maintaining a good measure of independence
from the United States and therefore will proceed slowly in the military
arena. Beijing will prefer functional exchanges which permit it to gadn
useful knowledge and experience without the appearance of strategic
cooperation. On the technology front, limits on financial resources over
the next several years likelywill restrict both the quantity and quality of
military technology and equipment China will be able to purchase from
the United States or other noncommunist countries.]for the United

States, domestic political considerations and institutional barriers to the
transfer of advanced technologies serve as limiting factors. Finally, and
perhaps most important, Washington must manage its relationship with
China in view of its broader interests, and the interests of its friends and
allies, in the Asia Pacific region.

Future ChineseMilitary Capabilities

It is not possible to assess adequately the implications of U.S.-China
military relations without some estimate of their effects on future Chi
nese military capabilities. Since U.S. inputs to Chinese military modern
ization are by no means the sole determining factor, two questions must
be answered. What is the most likely result of Chinese military modern
ization efforts through the end of the century? And how is the U.S.
China military relationship likely to affect that outcome?

^^Unclassified estimates byboth theCentral Intelligence Agency andtheDefense Intelli
gence Agency report that Chinese foreign exchange reserves have fallen from approxi
mately US$17billion in the 1983-84time frame to approximately US$7-9 billion in 1986.
Because military modernization hasthe lowest priority among ^e Four Modernizations,
the PLA wiU be the first to feel the effect of reduced foreign exchange reserves a
reduction in the money available to purchase foreign militaryweapons and technology.
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Since it first articulated the Four Modernizations in 1978, the PRC
has sought to improve its military capabilities through a defense mod
ernization program which ranks fourth in national priority behind
industry, agricxilture, and science and technology. Nevertheless, pro
gress is geared to the long term and is contingent upon Chinese eco
nomic modernization. Due to the limited financial resources available to

the FLA in 1986 and 1987, primary emphasis in defense modernization
has been placed on military education, training, and the restructuring of
the military establishment. In the area of weapons and equipment mod
ernization, Beijing's strategy is the acquisition of production technolo
gies to modernize its own defense industries rather than the acquisition
of quantities of foreign weapons and equipment. Given the present
state of the PRC defense industry and the economy, it will take a consid
erable period of time before the PRC is capable of producing modem
weapons in sufficient quantities to satisfy PLA requirements.

As for Beijing's purchases of foreign military technology and equip
ment, there are two very serious obstacles to transforming these acquisi
tions into actual military capabilities. First, the reduction of China's
foreign exchange reserves, coupled with the relatively low priority of
defense modernization, means that China cannot afford to purchase suf
ficient quantities of technology and equipment to effect a near-term,
across-the-board upgrade of its military capabilities. Second, because
China's military industrial complex and equipment, along with its doc
trine, strategy, and tactics, are with few exceptions quite outdated, China
faces a major challenge in absorbing the weapons and technology that it
has and wdll acquire in the years ahead. Most observers of the Chinese
military, and the Chinese themselves, agree that modernizing the PLAis
a complex and long-term imdertaking.

Therefore, Chinese nulitary modernization efforts through the end
of this century and beyond are likely to result only in modest improve
ments to basic military capabilities. Gradual improvements in China's
doctrine, strategy, and tactics, along with the limited deployment of
moderately advanced weapons and equipment, should enhance the
defensive capabilities of China's ground, air, and naval forces. There is
nothing to suggest that China will be able to redress the serious defi
ciencies in logistics, mobility, and command and control which severely
restrict its ability to project military power beyond its borders.

^^The Chinesedefenseindustry dates to the 1950s and wasestablished with the assistance
of the Soviet Union. Followingthe break with the Soviet Union and during the ten years
of the Cultural Revolution (1965-75) China's defense industry deteriorated. Today, China's
military industry and technologyis generallyaccepted, with few exceptions, to be at least
twenty years behind that of the United States.
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In this context, U.S. arms and technology transfers to China are
unlikely to alter significantly the prospects for Chinese military modern
ization. Commercial and FMS sales to date have been quite small when
compared to China's total requirements and, therefore, are unlikely to
have much impact by themselves. Barring a dramatic change in the
political-military environment in the region, U.S. military sales to China
should continue to support the policy of contributing to the enhance
ment of the PLA's defensive capabilities and should not alter the mili
tary balance in the region. In terms of China's relative military
capabilities vis-a-vis its primary adversary, the Soviet Union, it can be
argued that the gap has been widening in favor of the Soviet Union.
Indeed, a major consideration for the United States in approving mili
tary equipment and technology sales to China is the desire to prevent
further widening ofthe capab^ties gap between China and the Soviet
Union and the potential destabilization of the region.

Implications for ASEAN

ASEAN's Challenge

There remain too many uncertainties inherent in Chinese domestic
politics and the dynamic political-military environment in the region to
permit long-term predictions about the implications of U.S.-China rela
tions for ASEAN with a high degree of certainty. Nevertheless, some
preliminary judgments are possible, based on an understanding of Chi
na's changing political, economic, and military roles in the region and
the evolving attitudes of the various ASEAN states toward China.

While there are differences in the degree of concern among ASEAN
states with regard to the developing U.S.-China military relationship,
there does appear to be a common denominator. To varying degrees,
each country takes a somewhat pragmatic approach to near-term devel
opments, but expresses the more traditional fear of Chinese
hegemonism—the fear that some time in the future China mayexercise
newfound military power to extend greater influence over the countiies
of Southeast Asia. U.S. assurances notwithstanding. Southeast Asia's
historical experience with China, along with China's size and strategic
location, ensure that such concerns will persist.

Forthe immediate future, the reality of a graduallyexpanding U.S.
China military relationship is just one factor that each of the ASEAN
cotmtries must take into consideration in formulatingits policies toward
China and the United States. ASEAN is equally interested in China as
an economic competitor and in China's current and future role in the
economic development of the region. Now that Beijing no longer pur
sues hostile policies toward the noncommunist Southeast Asian states
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and has even emerged as a status quo power, the challenge for ASEAN
governments is to takeadvantage of China's new "open door" and seek
better relations with Beijing.

As for ASEAN's concern about China's military relationship with
the United States, U.S. respect for the interests of its Southeast Asian
friends and allies assures that ASEAN's concerns wiU be taken into
accountas Washington formulates its policy toward China and the mili
tary relationship. In the final analysis, however, ASEAN's ultimate
guarantee that U.S. assistance to Chinese military modernization will
not prove inimical to its interests is that ASEAN and the United States
havemanycommon goals and objectives with regard to China. Not the
least of these is a desire to see China play a positive role in contributing
to peace and stability in the region. Both the United States and ASEAN
recognize that China will inevitably play an increasingly greater role in
regional political, economic, andmilitary affairs and should seek tohelp
China channel its energies in positive directions. Like the nations of
ASEAN, China can onlypursue economic and political development if
it is secure from external threats. Thus, supporting Chinese military
modernization as a deterrent against Soviet and Vietnamese expansion
ismin Asia helps maintain peace and stability. A review ofthe attitudes
of the individual ASEAN states suggests that, for the most part,
ASEAN leaders appreciate this reality.

Conclusions

The development of U.S.-China military relations has not been a
short-term phenomenon responding to ad hoc international political-
military events. On the contrary, it has been, and continues to be, a
fundamental element of overall United States China policy. U.S.-China
military relations serve basic U.S. and Chinese strategic interests. A
secure, modernizing, and friendly Chinahas the potential to contribute
significantly to peace and stability in the Asia-Pacific region and the
world. The enhancement of China's defensive military capabilities plays
an integral part in attaining thisobjective byhelping to deter Soviet and
Vietnamese expansionism in Asia.

Military technology cooperation—the aspect of U.S.-China military
relations of greatest interest to ASEAN—has concentrated on meeting
basic Chinese defensive requirements through cooperative programs
within the mutually agreed mission areas of antitank, artillery, air-
defense, and surface-ship ASW. Specific arms and technology sales to
Chinaby the United States, both commercial and EMS, willcontinue to
be approved on a case-by-case basis following thorough interagency
review and approval. U.S. concern for the interests of its Asian friends
and allies is an important factor in the U.S. decision-making process.
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The pace and nature of Chinese military modernization, in the con
text of current Chinese political and economic policies, suggest that it
will not pose a threat to the countries of ASEAN through the end of this
century and beyond. Basic Chinese military capabilities will improve
only gradually and are dependent on more than the acquisition^ of
advanced military technologies and equipment.

ASEAN, along with China's other neighbors in Asia, faces the chal
lenge of dealing and competing with China within the new political,
economic, and military environment in Asia. Differences between
China and the ASEAN states will continue to exist, just as they do
between the United States and China. Over the long term, however, the
interests of ASEAN are best served by providing China with a positive
incentive for pursuing policies in the region which contribute to
regional development. Recognizing China's modernization requirement
and playing an active and positive role in China's modernization pro
cess are just such incentives.

APPENDIX

U.S.'ChinaMilitary Relations: Chronology ofEvents (1979-87)

1979

January U.S. and China normalize diplomatic relations. U.S.
Defense Attache Office, Beijing, and PRC Defense
Attache Office, Washington, established.

1980

January Secretary of Defense Harold Brown visits China: Brown
opens dialogue with senior Chinese military officials,
meets with Hua Guofeng, Huang Hua, Zhang Aiping,
and others.

May Deputy Chief of the General Staff Liu Huaqing visits
U.S. Liu comes as advance party for Geng Biao.

June Geng Biao visits U.S.: Geng named Minister of Defense
after return to China.

September Under Secretary of Defense for Research and
Engineering Dr. Perry and Principal Deputy Under
Secretary Dr. Dinneen visit China: First meaningful
military technology cooperation discussions with PLA.
Delegation visits irulitary aircraft factory in Shenyang
and sees F-8.

September Chinese logistics delegation visits U.S.
October PLA training delegation visits U.S.: Xiao Ke leads group

from PLA Military Academy.
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1980 (continued)

December Dr. Pirie, assistant secretary of Defense for Manpower,
Installations, and Logistics, leads U.S. logistics
delegation visit to China.

1981

May General William Richardson, deputy commander U.S.
Army Training and Doctrine Command, leads U.S.
trsdning delegation visit to China. General Richardson is
accompanied by Rear Admiral Don Jones, director. East
Asia and Pacific Region OSD/ISA.

June Secretary of State Haig visits China, announces the
removal of China from the list of prohibited destinations
for munitions list items and U.S. willingness to sell arms
to China on a case-by-case basis.

October PLA military medical delegation visits U.S.

1982

August 17 U.S.-PRC joint communique signed on U.S. arms sales
to Taiwan: U.S. declares that it "does not seek to carry
out a long-term policy of arms sales to Taiwan. . . .
[U.S.] arms sales to Taiwan will not exceed, either in
qualitative or quantitative terms, the level of those
supplied in recent years since the establishment of
diplomatic relations between the U.S. and China. . . .
[The U.S.] intends to reduce gradually its sales of arms
to Taiwan, leading over time to a final resolution."

September U.S. military marksmanship team participates in an inter
national competition in China.

December U.S. military medical delegation visits China.

1983

February Secretary of State Shultz visits China. Shultz is
accompanied by Assistant Secretary of Defense ISA
Richard Armitage.

September Secretary of Commerce Malcolm Baldridge visits China
and announces liberalization of controls on dual-use

technology to China.
September Department of Commerce announces "red," "yellow,"

and "green" line for seven categories of dual-use
technology for China. China moved from category "P"
to "V."

September Secretary of Defense Caspar Weinberger visits China:
Weinberger, ASD Armitage, ASD Wade, DASD Kelly, AS
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1983 (continued)

State Wolfowitz, and others visit Beijing, Xian, and
Shanghai. SecretaryWeinberger and Minister Zhang
discuss regional and global issues. Dr. Wade leads U.S.
side in military technology cooperation discussions.
General Richardson, deputy commander U.S. Army
TRADOC, representing the Joint Chiefs of Staff, leads
U.S. side in meeting with Zhang Tong, director MND,
FAB, on military exchanges. Upon departing China,
Weinberger announces that Zhang Aiping and Zhao
Ziyang will visit the U.S. and that President Reagan will
visit China.

1984

February Work team for U.S.-China Military Technology
Cooperation meets in Washington. U.S. side chaired by
OSD/ISA. Chinese side chaired by NDSTIC.

March Work team for U.S.-China Military Technology
Cooperation meets in Beijing.

April President Reagan visits China accompanied by Assistant
Secretary of Defense ISA Richard Armitage.

April PLA training delegation visits U.S.
May PLA logistics delegation visits U.S.
June Minister of Defense Zhang Aiping visits U.S. Zhang is

accompanied by Deputy Navy Commander Nie Kuiju,
Deputy Air Force Commander Wang Hai, and others;
Zhang calls on President Reagan, Vice President Bush,
Secretary of State Shultz, Science Advisor Keyworth,
NSC advisor McFarlane. Zhang and Weinberger meet
twice to discuss regional and global issues and
U.S.-China military technology cooperation. Zhang
meets with Joint Chiefs.

June President Reagan certifies China eligible for FMS cash
sales.

August Secretary of the Navy Lehman visits China. Lehman
opens discussions on naval technology cooperation. Talks
focus on surface ship ASW (Mark 46 Mod-2 torpedo,
sonars, helicopters, destroyer modernization).

October U.S. training delegation visits China.
November U.S. logistics delegation headed by Assistant Secretary of

Defense Dr. Korb visits China.
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1985

January ASN/RES Melvin Paisley leads delegation to China to
discuss U.S.-China Naval Technology Cooperation.

January Chairman of the Joint Chiefs General Vessey visits
China: Gen. Vessey is accompanied by CINCPAC Adm.
Crowe.

July PLAAF training delegation visits U.S.
August TRADOC hosts U.S.-PLA training seminar.
September Notice of large caliber artillery ammunition

manufacturing modernization program given to Congress
and COCOM.

October CSAF General Gabriel visits China: CSAF is hosted by
Wang Hai, commander PLAAF. Gabriel and Wang Hai
agree to Air Force training exchanges.

October Vice President Bush visits China, attends U.S. Navy Day
reception.

November DCGS Gen. Xu Xin makes private visit to U.S. Xu is
hosted by United Nations Association of the United
States. Makes courtesy call on Secretary of Defense
Weinberger in Pentagon.

November PLA Navy CDR Liu Huaqing visits U.S. CNO Admiral
Watkins, Secretary of the Navy Lehman, CINCFACFLT
Admiral Lyons, and CINCPAC Admiral Hays all press Liu
on a U.S. ship visit to China. Liu visits Pascagoula, Key
West, San Diego, and Honolxilu.

December NDSTIC Vice Min. Gen. Xie Guang visits U.S. Xie is
accompanied by DCS PLAAFZhu Yibao, Vice Min.
Aviation Industry He Wenzhi, and Zhang Pin, deputy
director of MND FAB. Xie and party review F-8 program
statement of work at Wright-Patterson AFB. Xie meets
with ASD Armitage, LTG McPeak, Under Sec. Army
Ambrose. Xie signs Letter of Request for F-8 avionics
program.

1986

January U.S. Navy and PLA Navy conduct PASSEX in South
China Sea.

January DASD Jim Kelly travels to Beijingfor consxiltations with
Ambassador Winston Lord and senior Chinese military
leaders. KeUy meets with Xie Guang, Wu Shaozu, and
others.
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1986 (continued)

February F-8 modernization program informal notification to
Congress.

March F-8 program notice given to COCOM.
April Congress approves F-8 avionics modernization program

for PRC.

April CNO Admiral Watkins visits China, departs early
because of the bombing of Libya.

May FLA Chief of General Staff Yang Dezhi visits the United
States. Yang is guest of Chairman of the Joint Chiefs
Adm. Crowe.

July COCOM grants final approval to F-8 avionics
modernization program for the PRC.

August Initial LOAs for large-caliber artillery ammunition
modernization manufacturing program signed by
Chinese.

August F-8avionics modernization LOA briefing team visits PRC
led by Brig. Gen. Delligatti.

September PLA Air Force Song and Dance Troupe visits the U.S.
September Visiting instructor from the National Defense University

lectures at the PLA University of National Defense in
Beijing.

October Secretary of Defense Caspar Weinberger makes his
second visit to the PRC as guest of Defense Minister
Zhang Aiping. Secretary Weinberger meets with Hong
Xuezhi, Yang Shangkun, Yang Dezhi, Deng Xiaoping,
Zhao Ziyang, and Foreign Minister Wu Xueqian.

October Hong Xuezhi, director. General Logistics Department,
leads Chinese logistics delegation to the United States.

November Three ships of the U.S. Seventh Fleet—USS Reeves, a
guided missile cruiser, the destroyer USS Oldendorf, and
USS Rentz, a guided missile frigate—make a seven-day
port call to the Chinese city of Qingdao. Admiral James
A. Lyons, CINPACFLT, is the senior naval officer
embarked. U.S. Ambassador to China Winston Lord is in

attendance. The last U.S. ship visit to China was in May
1949 when the USS Dixie (AD 14) departed Qingdao and
Shanghai. The ship visit receives ample press coverage
from both the U.S. and Chinese press.

November Army Chief of Staff General Wickham visits China.
November PLA Navy logistics team visits the U.S.
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1986 (continued)

December F-8 avionics modernization program liaison team arrives
from China to establish an office at Wright-Patterson AFB.

December DOD quality assurance delegation visits China.
December FLA Air Force maintenance delegation visits the U.S.
December FLA medical delegation visits the U.S.

1987

January F-8 configuration conference is conducted at Wright-
Fatterson Air Force Base, Ohio.

January Joint Mid-level Management Team visits China. Team of
colonels and It. colonels led by Brig. Gen. Harvey of JCS
travels to China on a general orientation visit.

February General O'Loughlin, commander Air Force Logistics
Command, visits China on an informal visit hosted by
the DAG. Gen. O'Loughlin meets with FLAAF
Commander Wang Hai in Beijing and visits Shenyang
Aircraft Factory.

March Mark 46 Mod-2 ASW torpedo provisioning conference
held in Beijing. CFT Mike Holmes of NiWOTTSA leads
U.S. team.

March CMC Gen. F. X. Kelly visits China. First visit ever of a
commandant of the Marine Corps. General Kelly travels
to Chinese Marine Corps Headquarters at Zhan Zhang.

March Joint Systems Analysis Team visits China. DeputyUnder
Secretary of the Army HoUis leads a tri-service OR/SA
delegation supported by JCS. Eden Woon accompanies
the delegation.

April USAF flight test team (F-8) visits China.
April Air War College lecturers visit China.
April FLAAF Commander Wang Hai visits the U.S. as the

guest of Air Force Chiefof Staff General LarryWelch.
Wang meets with Secretary of Defense Weinberger.

April USN training delegation visits China.
May FLA Defense University chair, Zhang Zhen, visits the

National Defense University.
May Madame Nie, chair. Science and Technology Committee

NDSTIC, visits U.S. as guest of the assistant secretary of
the Navy, Research, Engineering, and Systems.

May Yang Shangkun, permanent vicechairman of the Military
Commission leads the senior PRC Government
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June

June

June
September

September

1987 (continued)

delegation to the United States. Corps members of
Yang's delegation are State Counselor Fang Yi, Vice
Foreign Minister Zhu Qizhen, Deputy Chief of the
General Staff Xu Xin, NDSTIC Minister Ding Henggao,
Yang Side, Xiong Guangkai, Liu Huaqui, and MFA
Protocol Chief Wu Minglian. Yang meets with the
president, the vice president, the secretaries of State and
Defense, congressional leaders, Charles Wick, and
others. Yang visits Hawaii, New York, St. Louis, SAC
headquarters, and Los Angeles. One highlight of the trip
is Yang's speech to 850 members of the Chinese
American community in Los Angeles.
General Skantz, commander Air Force Systems
Command makes an informal visit to DAG Beijing.
General Skantz meets with PLAAF CoimnanderWang
Hai and visits the INS development center.
Admiral John Hayes, commander-in-chief Pacific, visits
China.

USAF Band visits China.

ASD A&L Dr. Costello leads U.S. defense logistics
delegation to China.
Secretary of the Air Force Aldridge visits China as guest
of PLA Air Force Commander Wang Hai



7. China's Military Policies

STEPHEN LEONG

China^s National Seciurity and Defense
Modernization

China's military policies are primarily aimed at attaining national
securityvis-a-vis the SovietUnion. While the United Stateswas China's
main enemy for two decades (1949-69) after the establishment of the
People's Republic of China (PRC), it was replaced by the Soviet Union
in the 1970s as China's major threat. Although beginning in 1981 reas
sessment of China's relations with the two superpowers called for a
more "independent" stancebetweenWashington and Moscow, the lat
ter is still viewed as the main threat to Beijing's security.^

Apart from the possible direct military threat to its territory, China
also sees another dimension of the Soviet threat through "encircle
ment" of its territory by means of deployment of air and missile forces,
a massive troop presence in the northern frontier, the "client-state" of
Vietnam in the south providing naval facilities to Soviet vessels, and the
occupation of Afghanistan. China's perception of this threat and its
questfor security have caused it to embark on a policy ofmodernization
of its armed forces. As Paul H. B. Godwin observes:

China's defense modemization objectives are twofold. In the short
term Beijing seeks to improve the combat effectiveness of its current
forces through the adoptionof combined arms operations as the basis
for its battlefield strategy and by improving the technical and profes
sionalskillsof the officer corps. The armed forces' weapons and equip
ment will be incrementally improved, but with only limited and
selective importation of foreign weapons and equipment. The long-
term goal is to build a scientific and defense industrial base capable of
developing and producing weapons and equipment based upon
advanced military technology. Thesetwo objectives arebeingsoughtas
the nuclear weapons programcontinues to develop and deploystrate
gic systems capable of providing a more effective nuclear deterrent.^

^Carol Lee Hamrin, "China Reassesses the Superpowers/' Pacific Affairs 56(2) (Summer
1983):209-31; Gerald Segal, "The Soviet 'Threat' at China's Gates/' Conflict Studies, no.
143 (London: Institute for the Study of Conflict, 1983), passim.
^"Overview: China's Defense Modernization," in Selected Papers Submitted to the Joint
Economic Committee Congress of the United States, China's Economy L/)oks Toward the Year
2000, 99th Congress, 2d session. May31, 1986, vol. 2, p. 133.
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Implications for Southeast Asia

While the PRC's military modernization policy aims at strengthen
ing its defense against external threat, it has vast implications for the
Asia-Pacific region, notably Southeast Asia, where China has long
played a role in the politics of the region. This chapter examines the
implications for communist Southeast Asia (i.e., Indochina) and non-
communist Southeast Asia (primarily the ASEAN countries).

Indochina

China's military policy concerning Indochina is to prevent the
expansion of Soviet influence among the three Indochinese states,
which Beijinghas traditionally viewed as its sphere of influence. While
the PRC seesthe Soviet Union as aiming to achieve "world" hegemony,
it views Vietnam as working toward "regional" hegemony among the
Indochinese states. Beijing also believes that Hanoi intends to achieve
its goalof setting up an Indochinese federation through the backing of
Moscow.3

Although the PRC resorted to the use of military power in 1979 to
force the withdrawal ofVietnamese forces from Kampuchea, that policy
has failed in its objective. Not only has \^etnam not withdrawn from
Kampuchea—much to the detriment of Chinese strategy of reducing
Soviet influence in Indochina—but it has caused a greater Soviet pres
ence in Vietnam. Soviet air and naval power in Da Nang and Cam Ranh
Bay and the strengthening of the \^etnamese northern border defense
are factors that militate against anyChinese military policy that may call
for a second "lesson" to be inflicted on Vietnam.

Although an awareness of weaknesses in the ground forces during
the Sino-Vietnamese conflict in 1979 increased the demand for moderni
zation of the People's Liberation Army (PLA), there is general consen
sus among Western analysts of Chinese m^tary affairs that China's
military strategy is essentially defensive in nature, directed primarily at
the Soviet threat. Consequently, reforms since 1981 have aimed largely
at qualitatively improving its overall defense system. As to its defense
doctrine, the present strategy—labeled a "people's war imder modem
conditions"—is "China's defensive strategy during its long transition
from 'underdeveloped' to 'world-power' status—a transition that still
has decades to go."^ It is "a strategy combining guerrilla warfare, posi-

^King C. Chen, "The Impact of the Changing PRC-Soviet Relationship onIndochina,"
Issues and Studies 23(8) (April 1987):72-73.
^Harlan Jencks, "Groimd Forces," inG. Segal and W. T. Tow, eds., Chinese Defence Policy
(London: Macmillan, 1984), p. 66.
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tional defense, and mobile operations principally conducted by the mili
tia, regional forces, and main forces, respectively."^ Since 1981, reforms
in the PLA have been subsumed under the term regularization. As
Harlan Jencks explains:

"Regularisation" is more than improved technology and changed tac
tics. It entails such new (to the PLA) features as standard procedures,
rationalised organisation, and tightened discipline. In particular it
means curtailment of decentralised, semi-autonomous, self-sufficient
"guerrilla war habits" that havelong characterised the ground forces.
The chain of command is to be both simplified and strengthened.^

Because "in the PLA, the armoured regiment is the heart of fighting
power,"7 since 1980 Beijing has undertaken efforts to improve the qual
ity of its armored forces. Before 1980, the bulk of China's tank force
consisted ofType-59s (total around6,000). Since then, the Type-62 tank,
an improved version, has been in use. It is estimated that about 1,200
Type-62 light tanks particularly suited for difficult terrain have been
deployed in southern China, including areas along the Sino-Vietnamese
border and the Straits of Taiwan.® Since 1982, the Type-59 has been
superseded by the Type-69 MBT, which has a laser range finder, IR
drive, spotlight, and, most probably, a new smooth-bore 105mm main
gun.9 PLA modernization also calls for further mechanization of its
ground forces in order tobe equipped with effective mechanized infan
try combat vehicles. The YW-531 series APCs of transport and combat
vehicles will continue through this decade with a newer version that is
equipped with a mounted automatic cannon and an ATGM system.^®

Despite such improvements in Chinese armored forces, compared
with Western and Soviet standards, the PLA armored vehicles are still
of much lower quality. According to Jencks, China's Type-69 "probably
does not measure up to the Soviet T-62, let alone the newer T-64/72.
There is little prospect for a really new tank before 1990, if then."^^
Moreover, from the armored personnel perspective, although armor
trainingfor officers is providedat the Shijiazhuang Amor Institute(Beij-
ing) to promote "combined arms" warfare, a major deficiency of the

^id., p. 53.
^Ibid., pp. 53-54.
^G. Jacobs, "China's ArmouredForces," Asian Defence Journal, April1986, p. 5, hereafter
cited as ADJ.
®Ibid., pp. 6-7.
jencks, "Ground Forces," p. 64.
^°Jacobs, "China's Armoured Forces," p. 10.
^^Jencks, "Ground Forces," p. 64.
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PLA, "it may take the FLA a decade to begin fielding armour com
manders at regimental level."^

Such deficiency in the armored forces and the lack of "tactical mobil
ity and logistical supply" in the PLA in general underscore the fact fhat
military modernization is still an arduous and long-term affair. Conse
quently, should China decide to invade "Vietnam a second time, it will
encounter once again a battle-hardened \^etnamese army, which not only
has prolonged its wartime experience (since 1979) but is also equipped
with comparatively superior Soviet-supplied military weapons. On
troops alone, it has been reported that by 1984, \^etnam—the third larg
est army in the world with one million armed personnel—had deployed
over 500,000 soldiers in northern Vietnam (compared with 75,000-100,000
in 1979). Huge fortifications have also been constructedalong the border
to meet another Chinese challenge. Consequently, it is estimated that
while the PLA fielded twenty divisions in the 1979 conflict, it will now
need fifty to sixty divisions to invade Vietnam's northern frontier."

What are the implications of a modernized Chinese air force for
Vietnam? In the 1979 conflict, China intentionally limited its objectives
in battle by not resorting to air power." Presently, the J-6 forms the bulk
of the People's Liberation Army Air Force (PLAAF). Although the J-6
has a high rate of climb and heavy cannon firepower and is easy to
maintain, nevertheless it performs rather poorly above altitudes of
20,000 feet. Moreover, it does not possess effective radar or medium-
range missiles. According to BiU Sweetman, "Matched against a more
modem and sophisticated aircraft such as the MiG-23 Flogger, the J-6
would be in difficult tactical predicament."" Even the PLAAF's Q-5
Fantan attack fighter employed for tactical support (e.g., launching air
strikes againstenemyground forces) suffers frompoor quality sensors,
rendering it difficult to find and st^e at targets. While the J-7 has a
more modem design (a copy of early MiG-21s), its operational capacity
is only slightlybetter than the J-6while remaining deficient with limited
armament and equipment."

China's latest fighter aircraft is the J-8. Apparently based on the
MiG-23 Flogger design, the J-8 is powered by a Chinese-built Rolls-

"jacobs, "China's Armoured Forces," p. 11.
"Larry A. Niksch, "Southeast Asia," in Segal and Tow, eds., Chinese Defence Policy,
p. 238; Jonathan D. Pollack, "China as a MilitaryPower," in Onkar Marwah and Jonathan
D. Pollack, eds.. Military Power in Asian States: China, India, Japan (Boulder: Westview
Press, 1980), p. 60.
^^"Air Forces," in Segal and Tow, eds., Chinese Defence Policy, p. 80.
^^Ibid., p. 77.
^%id., p. 78.
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Royce Spey engine. Although regarded as an advance on the J-6 or J-7,
"even a faithful copy of the original would not match the MiG-23 Flog-
ger in Soviet service." '̂' Moreover, production of the J-7 and especially
the J-8 (estimated at only fiftyin service in 1983) is farbelowthose of the
J-6 and Q-5. One reason could be that while the PRC aircraft industry is
able to produce relatively modern engines, it is still unable to manufac
ture radar and missiles, vital features of a modem fighter, Recent
reports reveal that the PLAAF has sought, through a contract worth
$43.5 million with GEC Avionics (UK), to update a portion of the J-7
with improved radar, head-up display, airborne communications, air
date computer, and powersupply. It is, however, not knownhow many
of the PLAAF's 200J-7s can be modernized by this effort."

Compared withthe PLAAF, the Vietnamese air force of15,000 men
appears to be much better equipped with Soviet aircraft. Its 400 fighter
planes consist ofMiG-19s, MiG-21s, SU-17s, and SU-22s. It is reported
that while 170 combat planes are stationed in southern Vietnam, the
remaining 230 are deployed in the north, thus underscoring Hanoi's
grave concern over another Chinese invasion.^® Its four interceptor regi
ments have 200 MiG-21s. Besides its own air force the Da Nang air base
reveals strong Soviet protection for Vietnam with Moscow's highly
sophisticated MiG-23 and SU-20 jet aircraft. The Soviet fleet ofsixteen
TU-16 Badger and TU-95 Bear planes also serves as a deterrent to any
intended invasion of Vietnam a second time. Apart from military hard
ware, Moscow has stationed about 2,500mihtary advisers in Vietnam.
With its northern defense strengthened and central and southern
defenses augmented byformidable Soviet airand naval power, should a
Chinese invasion of the 1979 intensity recur, it is likely that Hanoi
would resort to the use of air power.

Although since 1982, the Soviet threat has beenjudged by the PRC
to be no longer a direct or imminent threat, nevertheless, Moscow's
military relationship with Hanoi still represents the principal threat to
Beijing andis, therefore, central toChinese military planning for South
east Asia now and in the foreseeable future. Because of PLA deficiencies
and China's priority for economic modernization, a second Chinese
invasion is very unlikely in the next decades, and the PRC military

"Ibid., p. 79.
"Ibid.
"ad/, April 1986, p. 106.
"ibid., p. 98.
^^Jack Broome, "Soviet Military Expansion in the Pacific," in Ray S. Cline, ed., II.S.-
ASEAN Relations: Prospects for the 1990s (Washington, D.C.: U.S. Global Strategic Council,
1987), p. 41.
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Strategy for Indochina will continue to rely on suppl)dng weapons to
anti-Vietnamese forces in that part of Southeast Asia. In Kampuchea,
these forces are the National Army of Democratic Kampuchea (NADK
of Khmer Rouge) with 30,000-35,000 armed personnel, the KhmerPeo
ple's National Liberation Forces (KPNLF) with 14,000-15,000 soldiers
plus 5,000 armed reserves, and the Armee NationaUste Sihanoukienne
(ANS) with 10,000 members.^^

It is China's hope that the forces of the Coalition Government of
Democratic Kampuchea (CGDK) wUl eventually wear down theoccupy
ingVietnamese troops, causing the latter to withdraw from Kampuchea.
Although Hanoi declared in 1985 that it would withdraw its troops in
1990 and despite recent changes in leadership and a new emphasis on
domestic economic development, Hanoi has indicated its reluctance to
do so. Trinh Xuan Lang ofthe Foreign Ministry stated: "The withdrawal
ofVietnamese voluntary troops from Kampuchea and the elimination of
the genocidal Pol Pot clique must becarried out simultaneously.''̂ ^

However, given pressures from the international community, partic
ularly ASEAN, in all probability Vietnam will undertake a partial with
drawal (perhaps one-third of its 140,000 troops) in 1990. But because
Heng Samrin's People's Republic ofKampuchea Armed Forces (PRKAF)
has only about 15,000 troops^^ compared with the combined CGDK
forces of 60,000—the latter being almost 50 percent of the combined
People's Army of Vietnam (PAVN) and PRAKF forces after the 1990
partial withdrawal—it is very doubtful that Hanoi will settle for tess
than a 2:1 ratio initsfavor. The PRC nodoubt wants a total puUout and,
failing that, a substantial reduction of PAVN troops in Kampuchea after
1990. It will thenfeel encouraged to provide more military assistance to
the CGDK (especially the Khmer Rouge) forces in order to hasten the
reduction of the Vietnamese presence and influence in Kampuchea.
There is a risk, however, that Vietnam will exploit this situation in the
international community torationalize its decision toredeploy itstroops
in Kampuchea or, at least, to retain the remaining FAVN forces there to
meet increased Chinese military aid to the CGDK troops.

Apart from the Vietnamese manpower advantage in numbers and
experience in Kampuchea, it appears that the Chinese military policy of
assisting the CGDK forces will continue tobeat a disadvantage because
ofthelimited arms it can supply them through theThai sanctuary. Thus

^Jacques Bekaert, "The War in Cambodia, 1979-1986," AD], August 1986, p. 17.
^NewStraits Ttmes, March 7, 1987.
^^ekaert, "War inCambodia," p. 17.
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far, Chinese weapons for the CGDK troops (primarily Khmer Rouge)
consist of copies of Soviet arms (e.g., AK 47/Kalashnikov and SKS/
Simonov), rifles together with B-40 rocket launchers, RPGs, 12.7mm
AA heavy machine guns, and mortars. The Khmer Rouge also have
many trucks and jeeps. Acting on Beijing's advice, their commanders
have "refined their guerrilla tactics."^

Weapons superiority is still enjoyed by the RWN in Kampuchea
with usage of Soviet MI-8 and MI-24 helicopters together with MiG-21
and Antonov 26 aircraft in search and destroy missions. Apart from air
power, the RWN employs standard T-54 tanks and artillery guns (105,
130, and 155mm), which were used in past assaults on resistant bases.^®

Despite the EWN's present tactical advantage, the PLA will con
tinue to put pressure on Vietnam by retaining large numbers of its
forces along the Sino-Vietnamese border. Beijing has learned well from
Moscow what impact a bordertroop buildup can have on its neighbor
ing enemy. Given a continuedstalemate situation, low-intensity rnilitary
engagements such as that which occurred in earlyJanuary 1987 between
PLA and PAVN forces in the Ha Tuyen-Yunnan border will continue to
erupt from time to time in the years ahead.^^

ASEAN

Except for Thailand, which is most affected by the Kampuchean
issue, the other ASEAN states (Indonesia, Malaysia, the Philippines,
Singapore, and Brunei)have not directlyfelt the impact of the moderni
zation of the PLA. In Thailand's case, U.S. withdrawal since the end of
the Vietnam War and fear of Vietnamese expansionism have caused
Bangkok to move closer to Beijing. Their shared perception of the Viet
namese threat has in the past few years forged a close militaryrelation
ship that has been labeled a "quasi-alliance''̂ ^, even a "de facto ally." '̂
While Beijing exerts military pressure on the Sino-Vietnamese border,
Bangkok serves as a conduit for Chinese military aid to the Kampu
chean resistance forces. Indeed, as William S. Turley observes: "The
Khmer Rouge could not survive without Thai connivance in China's

^id., pp. 16-17.
^id.
^ADJ, February 1987, p. 104; New Straits Times, January 10, 1987.
^Michael Yahuda, "China and the Region," in Southeast Asian Affairs 1985 (Singapore:
Institute of Southeast Asian Studies, 1985), p.66.
'̂Jacques Bekaert, "The Royal Thai Army; Its Role in National Unity," ADf, March 1987,

p. 7.
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support/'3o Sino-Thai military cooperation has benefited Thai security
because China's positioning of PLA forces along the border with Viet
nam has drawn some PAVN troops from the Thai-Kampuchean border,
The visits of Chief of Staff General Arthit Kamlang-Ek to Beijing in May
1984 and that of Chief of Staff General Yang Dezhi to Bangkok in Janu
ary 1987 to discuss "matters of mutual interest, including defence and
security"32 have further enhanced the Sino-Thai military relationship.
Since 1985, in its attempt to strengthen the Thai defense from the per
ceived Vietnamese threat, China has been supplying Bangkok with mili
tary weapons. Apart from ammunitions, a gift of sixteen 130mm
artillery guns waspresentedto the Royal ThaiArmy (RTA) foruse along
the Kampuchean border. RTA officials were reportedly "impressed with
the efficiency and effectiveness of the guns," regarding them as "more
effective than the U.S.-made 155mm guns and more suitable and capa
ble of reaching their targets with greater accuracy."33

The positive features of the Chinese weapons and Beijing's "friend
ship" prices (with a grace period of ten years before initial payment)
have caused Thailand for the first time to regard the PRC as an impor
tant supplier of its military hardware. In May 1987, the main purpose of
Chief of Staff General Chaovalit Yongchaiyuth's visit to Beijing was to
purchase more arms from China. The weapons list included T-69 tanks,
130mm artillery guns, 37mm antiaircraft guns, and armored personnel
carriers. It was reported that Beijing was willing to accommodate Bang
kok with fifty to sixty T-69 tanks at about 10 percent of their market
price.34

While the increasing use of Chinese weapons has strengthened
Thai firepower along the Kampuchean border, military observers feel
that problems could arise during combat if RTA units use a mixture of
U.S. and Chinese weapons. It has been suggested that this problem
could be avoided if certain units use weapons from only one supplier,
either Chinese or American.35 Warning of another consequence was
sounded in the Bangkok Post in January 1987:

Continual buying and resupplying of spare parts and ammunition at
cheap prices invariably creates and increases the feeling of indebted-

3°"Vietnam/Indochina: Hanoi's Challenge to SoutheastAsianRegional Order," in Young
Whan Kihl and Lawrence E. Grinter, Asian-Pacific Security: Emerging Challenges and
Responses (Boulder: Lynne Rienner Publishers, 1986), p. 193.
^^Bekaert, "Royal ThaiArmy," p. 7.
^^ADl February 1987, p. 90; New Straits Times, May 2, 1987.
^^ADJ, June1987, p. 7.
^Ibid., New Straits Times, May 2, 1987.
^ADJ, March 1987, p. 7.
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ness on the side of the receiver. Suchfeelings of indebtedness can put
Thailand in a difficult positionif our security and political interests, at
some point in the future, no longer coincide with China's.3^

China's growing military cooperation with Thailand has implica
tions for ASEAN unity in view of Indonesia's and Malaysia's different
perspectives vis-a-vis Vietnam and the PRC. While the two ASEAN
states recognize that the Vietnamese occupation of Kampuchea has
endangered peace and stability in Southeast Asia, Jakarta and Kuala
Lumptu view the Kampuchean problem as a short-term one. The mili
tary modernization of China is regarded as the long-term threat to the
region. Vietnam, it is believed, could be persuaded to cooperate with
ASEAN for peace and stability in the region, and it can also serve as a
buffer state to containany future expansionof Chinesepowerand influ
ence.^^

In view of this, although no official statement has been made con
cerning the matter, it is widely known that Indonesia and Malaysia are
concerned about the close military cooperation that Beijing's military
policy has been able to achieve with ASEAN colleagueThailand. Partic
ularly disconcerting is the fact that for the first time in ASEAN history, a
member has resorted to depending on the PRC as a supplier of military
weapons, thus opening ASEAN's door to an important aspect of expan
sion of Chinese influence in the region. Since they are not frontline
states in the Kampuchean conflict and are suspicious of China's long-
term goals in Southeast Asia, Indonesia and Malaysia see the close
Sino-Thai military relations more as an increase in Chinese influence in
the region than as a Thai security measure to preserve it from possible
Vietnamese encroachment. Consequently, by lowing the PRC to have
a foothold in the ASEAN region through military supplies, Indonesia
and Malaysia feel that regional security may be threatened when the
supplier succeeds in its military modernization program.

Although ASEAN countries like Indonesia and Malaysia are aware
that it wUl take a few decades for a fully militarily modernized China to
become a direct threat to Southeast Asia, images of that threat have
already been conjured up by current PRC efforts to modernize its armed
forces. This is evidenced by the fact that China had demonstrated in the
1979 Sino-Vietnamese conflict that it was willing to use armed force to
attain its policy objectives. The PRC's military modernization has
caused ASEAN members to register their apprehension to the United
States, which is assisting Beijing in that policy. Despite attempts by

^id.
^^Yahuda, "China andtheRegion," pp.62-64.
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Washington to allay ASEAN fears, anxiety still persists among the non-
communist countries of Southeast Asia regarding China's development
as a military power in the region.

However, unlike the Indochinese states, which fear the possibility of
a militarily strong PRC sending its army across the border, ASEAN
states such as Indonesia, the Philippines, and Malaysia—which are not
part of the mainland adjoining China—are relatively safe from any
movement of PRC ground forces southward. In any case, should PLA
troops move south, maritime ASEAN members woxild anticipate the
Indochinese states as a buffer zone to prevent further advance by Chi
nese forces.

What the ASEAN countries are worried about is that a militarily
stronger China (by the year 2000) would enhance potential armed con
flict with them in the South China Sea as a result of territorial cladms
over the small chain of islands there. The Paracels are claimed by Viet
nam and China. In 1974, conflict between the Chinese naval forces and
Vietnamese troops on the islands resulted in the PRC's establishing a
firm occupation over them.^ In 1979, China claimed sovereignty over
the Spratly Islands. Other states that also lay claimto these islands are
the Philippines, Vietnam, Malaysia, and Nationalist China. In 1978, a
few of the islands were proclaimed by Manila as part of Palawan Prov
ince to be called Kalayaan (Freedom).^ Since 1975, Vietnam has occu
pied three of the islands. Malaysia's interest lies in the TerumbuLayang
Layang(Swallow Reef). Taiwan, in fact, has troops on the largest of the
Spratly Islands, the Taiping. L5dng astride major sea lands, the islands
are of geopolitical and strategic value for the PRC, whose navy has no
port facilities in a Southeast Asian state (unlike the United States in
Subic Bay and the Soviet Union in Cam Ranh Bay). The Paracels and
Spratlys could be developed into offshore bases for China's Southern
Fleet, thus not only augmenting its southern defense but also achieving
some degree of naval strategic balance with the two superpowers in the
region.

The strategic and economic significance of the South China Sea is
well appreciated by Beijing so that it has undertaken measures to pro
tect its interests in the region. This crucial task has been the major
responsibility of the People's Liberation Navy (PLAN). The 1970s wit
nessed notable achievements in the development of that branch of Chi-

^®Merwyn S. Samuels, Contest for the South China Sea (New York: Methuen, 1982), pp.
100-101.

^'ibid.; Estrella D. Solidum, "PhilippinePerceptions ofCrucial IssuesAffecting Southeast
Asia," Asian Survey 22(6) Qune 1982):542.
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na's armed forces. The annual allocation of about 20 percent of the
defense budget contributed to the tripling of its conventional submarine
force (from 35 to ICQ for the period 1970-80) and an increase of missile
crafts from 20 to 200 ships. In that decade, two nuclear-poweredmissile
submarines (SSBN) and two nuclear-powered attack submarines (SSN)
were launched. Additionally, guided missile frigates and various auxil
iary vessels were constructed. Development continued into the 1980s,
with Chinese naval vessels operating further away from the China
coast. In May 1980, a Chinese navy task force of some twenty ships
(including battleships and frigates) assisted in successfully launching
two ICBM-type carrier rockets. Originating from western China, the
missiles covered a distance of 8,000 nautical miles into the South Pacific.
In October 1982, the PLAN achieved the successfxil firing of an under
water submarine-launched ballistic missile (SLBM) to a distance of 600-
700 nautical miles.^

Up to 1986, the PLAN is reported to have "completed its first gener
ation of upgraded warships, which include submarines, torpedo
launches, antisubmarine escort vessels, and guided missile escort ves
sels." Meanwhile it has "begun work on the second generation of
guided missile destroyers, light duty escort vessels, large guided missile
mosquito boats, and submarines

Despite the notable achievements in the past decade, China is
aware that the PLAN'S weapons and electronic systems are still defi
cient compared with the West and the Soviet Union. The Chinese navy
has yet to test-fire the SLBM from a nuclear-powered submarine. Its
vessels are also poorly equipped for antisubmarine and mine warfare
vital for keeping coastal sea lanes open during wartime. Moreover, Chi
nese naval aviation suffers from a lack of longer range surveillance and
intelligence missions. Although personnel training since 1982 has
greatly emphasized tactical skills instead of ideology as in the past,
there is still a long way to go before training can be updated with more
sophisticated computers. For the present, the conversion of the PLAN
from a coastal defense to a regional capability is hampered by budgetary
cuts in defense modernization that is aimed at hastening the develop
ment of the national economy.^ Yet no one doubts that efforts are stead
ily under way to achieve this goal by the early twenty-first century.

^ruce Swanson, "Naval Forces/' in Segal and Tow, eds., Chinese Defence Policy,
pp. 85-92.
^^Beijing Review, no. 25 Oune 23, 1986), p. 23.
^Swanson, "Naval Forces," pp. 92-95.
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China as a Sea Power in the Twenty-First
Century

A substantially modernized and militarily strong China wiU no
doubt have greater impact on Southeast Asia than it now has. As a
military power, however, the PRC will project its strength not by send
ing its troops across its borders into Southeast Asian countries but
rather through a larger role for its modernized navy in the South China
Sea.

The imperative of national defense for the southern coastal prov
inces and the need to protect the island territories in the South China
Sea underscore the need for a stronger navy and therefore its larger role
in those waters. Like the 750-vessel Eastern Fleet and the 500-vessel
Northern Fleet, the main strength of the 600-ship Southern Fleet (based
in Zhanjiang, Guangdong province) lies in its fast-attack gunships and
submarine fleet. Its defense zone is from Xiamen (Amoy) to the Gulf of
Tonkin eastward and down south to the Paracels.^ The PLAN'S tactical
effectiveness and range of naval power capability is, however, seriously
limited by outdated weapons (e.g., Gordi class destroyers and poor anti
submarine defense, which relies mainly on the MBU-1800 rocket, a
weapons system that is not effective for deep or distant nuclear subma
rine attack). Consequently, hostile powers intent on attacking the Chi
nese coast can do so from distances far beyond the PLAN'S defense
screen. As Merwyn Samuels puts it succinctly: "Speed of maneuyer-
ability and density of numbers . . . cannot compensate for a lack of
reach."^

China's vulnerability from long-distance attack from the sea wiQ
strongly encourage it to meet this strategic defense problem early in the
next century by producing aircraft carriers and modern cruisers with
up-to-date antisubmarine warfare devices. The PLAN is also pursuing
its nuclear submarine program. It is believed that Beijing is constructing
six SSBNs at the cost of 10 billion yuan (US$20billion). With eighty-four
200-kiloton nuclear missiles on board the vessels when completed at the
end of this decade, China will have greatly enhanced its defense capa-
bility.^5

In order to balance the Soviet naval presence, particularly in the
Gulf of Tonkin and off the coast of Da Nang, more modem Chinese
warships will appear in those waters. Defense fortifications will be fur
ther strengthened on Hainan Island. ForVietnam, therefore, apart from

^Samuels, Contest, pp. 143-44.
^Ibid., pp. 144-45.
^Swanson, "Naval Forces," pp. 90-91.
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the traditional land threat along the Chinese border, coastal cities such
as Haiphong (even Hanoi), Vinh, and Quang Trican become vulnerable
targets for PLAN sea-launched missiles.

With the deployment of Chinese naval vessels in waters of immedi
ate strategic concern during the early part of the twenty-first century,
the Paracels—located significantly almost equidistant from Hainan
Island to the north and Da Nang to the west but farther from Luzon
Island to the east—could conceivably be developed into an operational
South China Sea base (for naval vessels and naval air force) in order to
achieve some degree of strategic balance with the Soviets in Da Nang
and Cam Ranh Bay and the Americans in Clark and Subic Bay. South of
the Paracels in the South China Sea, the disputed Spratly Islands
(where national exclusive economic zones overlap) will in the next cen
tury become a contentious issue. Maintaining that "since antiquity,
Xisha (Paracels), Nansha (Spratly), Zhongsha (Macclesfield Bank), and
Dongsha (Pratas Island) have been Chinese territory"^ and that other
nations have encroached on them, Beijing will no doubt make its pres
ence felt in that area of the South China Sea. The appearance of its
naval, fishing or marine resource exploration vessels will heighten the
potential for conflict with Southeast Asian nations (including Taiwan)
that have similar claims in the region.

As China's navy enhances its defense capability for the mainland
coast in the years ahead, its vessels will also be deployed to safeguard
the sea lanes of communication vital to its growing maritime trade with
Southeast Asia and regions west of the Malacca Straits. Of the nineteen
Chinese ports earmarked for major redevelopment to enhance the
PRC's economic modernization, nine of them (e.g., Xiamen, Shantou,
and Guangzhou) have trade routes in the South China Sea to Southeast
Asian ports of Bangkok, ManOa, Singapore, Penang, and Jakarta.^^

Of the three branches of the Chinese armed forces, the navy, owing
to its strategic defense imperative, has made the greatest strides in Chi
na's military modernization. Consequently, in all probability, by the sec
ond or third decade of the twenty-first century, China will be able to
restore its image and role as a sea power, which it lost at the end of the
Ming Dynasty (1368-1644). What impact the PRC, as a renewed mari-

^Su Wenming, China's Army Ready for Modernization (Beijing: International Book Trading
Corp., 1985), p. 15. For a history of China's relations with the islands, see Samuels,
Contest, ch. 2; and Dieter Heinzig, DisputedIslands in the South China Sea(Weisbaden: Otto
Harrassowitz Co., 1976), pp. 21-24.
^^Samuels, Contest, pp. 141-42.
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time power, will have on Southeast Asia will depend on its concept of
national security. As Jonathan Pollack aptly observes:

Leaders in Peking may not have long to wait to see whether the capa
city to use force beyond the nation's borders—and hence, like most
great powers, pursue a more expansive conception of national
security—creates inexorable pressures to move in that direction.^s

Chinese leader Deng Xiaoping seemed to have indicated that the
PRC would lean toward the "expansive conception of national security"
when he announced in September 1985, "By the middle of the next
century when we approach the level of the advanced coimtries there
will be really great changes. The strength of China and its world role
wiQ be really quite different.

In view of such an eventuality, the Southeast Asian nations-
communist Indochina and noncommunist ASEAN—will need to find

credible means to cope with China as a restored sea power in the next
century.

^Pollack, "China as a Military Power," p. 89.
^^Far Eastern Economic Review, March 30,1986, p. 65.
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8. PRC Policy on the Overseas Chinese

CHAN NGOR CHONG

The overseas Chinese are a unique phenomenon that often pose
problemsboth controversial and emotional. They have been frequently
dubbed or assailed by innuendoes as the "fifth column" of the PRC
dedicated to the work of infiltration, subversion, and armed insurrec
tion to overthrow the governments of their countries of residence. They
have been frequently portrayed as sentimentally and intellectually pre
disposed toward the PRC, ever ready at China's behest to promote Chi
nese interests.

The belief that the overseas Chinese are at the beck and call of the
"motherland" has gained a wide currency, perhaps because of their
involvement in some of the epochal events in China such as the Repub
lican Revolution and the Sino-Japanese War in the first half of the
present century. Some people are somewhat convinced that the finan
cial resources of the overseas Chinese and their participation in the
overthrow of the Manchu monarchy had been partially responsible for
the triumph of the Republican Revolution in 1911. They somewhat
believe that overseas Chinese patriotism demonstrated by generous
financial contributions and selfless sacrifices had in some way saved
China from the catastrophe of ultimate military debacle and political
captivity in 1937-45. Many people in Southeast Asia also feel that the
overseas Chinese involvement in the insurgency movements in the
region has been inspired or supported by the PRC.

But the fact is that the triumph of republicanism in China in the
early decades of the present century owed little to the efforts of the
overseas Chinese. In regard to the war against Japanese aggression in
1937-45, the United States contributed immensely more to China's war
efforts than did the overseas Chinese. Moreover, had there been a full-
scale overseas Chinese involvement in Southeast Asian insurgency, its
outcome would have been very different.^

The assessments and views expressed in this chapter are entirely the author's.
^In the case of Malaysia, involvement of the Chinese residents in the communist insur
gency has been conned toa very small minority. In fact, in their various capacities, the
Chinese residents in this country have played an important role in the fight against com
munism and in safeguarding Malaysian security interests.
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Today people still continue to see an intimate connection that bind
the PRC with the overseas Chinese, perhaps because of China's physi
cal immensity, perhaps because of the fear of the enormous economic
and military prowess that would be at its disposal should its modemka-
tion drive succeed, perhaps because of Beijing's continued efforts to
enlist overseas Chinese support for its economic development, or per
haps because of the cultural and sentimental ties that bind the PRC with
the overseas Chinese. Some authorities maintain that the Chinese Com
munist Party (CCP) did not consciously formulate any overseas Chinese
policy when it came to power in 1949.^ But from Beijing's statements on
the overseas Chinese in the past three and a half decades, it is my belief
that with the exception of the Cultural Revolution period the PRC has
indeed consistently tried to mobilize the overseas Chinese in its national
construction work.

This chapter makes no attempt to dwell on the relations that the
CCP still maintains with fraternal communist parties outside China.
Nor does it seek to establish a link between the PRC's overseas Chinese

policy and the formula of party-to-party relations that it has ingeniously
devised to avoid embarrassment in interstate relations and allay fears of
states plagued with Communist insurgencies that it allegedly supports.
Beijing thus far has not consciously exploited fraternal parties abroad as
an instrument to promote its overseas Chinese policy, even in countries
where the ethnic composition of the fraternal parties is predominantly
Chinese. Such a course of action, as Beijing has foreseen, would not
only thwart its attempt to mobilize overseas Chinese in support of its
foreign policy and development objectives. It would further complicate
the overseas Chinese issues, render the position of Chinese residents
abroad more untenable, and feed intraethnic discord. Thus, in light of
the problems previously encoxmteredin the course of implementing the
overseas Chinese policy and in light of the modernization needs in the
coming decades, the only course consistent with Chinese interests is to
stress government-to-govemment relations and to strive to promote
peace and stability and eliminate tensions in the Asia-Pacific region. To
this end the PRC has recently rejected the idea mooted by Mongolia of
convening a congress of the communist parties in the Asia-Pacific
region.3 To this end the PRC has ceased to give material support to
fraternal communist parties in Southeast Asia. Indeed, the restriction of
Beijing's dealing with fraternal parties abroad to merely moral support
and the virtual end of material support have been the most important

recent talk with Professor Wang Gungwu in Hong Kong gave me this impression.
^Nanyang Siang Pau, February 13, 1987, p. 24.



CHAN NGOR CHONG 127

factors for cohorts of Thai and Malaysian communists to give up their
struggle and accept the terms of amnesty offered by the Thai govern
ment.^

Overseas Chinese Policy, 1949-66

The overseas Chinese, although ethnically homogeneous, are often
characterized by vast differences in their educational background, out
look, and perception of their rights and obligations and their connection
with their ancestral homeland. The term includes Chinese nationals

and stateless Chinese residents outside mainland China, foreign citi
zens of Chinese descent, as well as "compatriots" in Hong Kong,
Macao, and Taiwan. The PRC, however, also considers as overseas Chi
nese those Chinese in China with overseas background or connection,
that is, those overseas Chinese students who have studied and subse
quently settled down in China, overseas Chinese returnees serving in
China, and dependents and relatives of Chinese aboard.

Estimates of the overseas Chinese population vary with different
authorities. One source puts it at 11.75 million in the early 1950s and
18.3 million in the late 1960s.5Another source estimates that the present
figure is around 18.4 million.^ A third source concludes that exclusive of
those who do not want to be identified as overseas Chinese, the figure
should be 10-12 million.^

The speed with which the CCP wrested control over China in 1949
from the Kuomintang (KMT) left the party hardly any time to under
stand the overseas Chinese and to come to grips with their problems.
The domestic overseas Chinese with whom the CCP barely had any
contact before it was in the saddle formed a tiny fraction of the total
Chinese population. For years they had lived in peace with the local
Chinese inhabitants without causing great social or political problems.
The majority of the Chinese living abroad seemed to have severed links
with China upon the CCP's accession. Many entertained deep-seated
fears of communism, with which they preferred to have nothing to do.
Many had learned with grief and helplessness of the persecutions vis-

^Nanyang Siang Pau, April 23, 1987, p. 24; April 28, 1987, p. 27; May 18, 1987, p. 26; June
5, 1987, p. 1; Sin Chew Jit Poh, April 10, 1987, p. 1.
^Stephen Fitzgerald, China and the Overseas Chinese: A Study ofPeking's Changing Policy,
1949-1970 (Cambridge: Cambridge University Press, 1972), p. 3.
^Leo Suryadinata, China and the ASEAN States: The Ethnic Chinese Dimension (Singapore:
Singapore University Press, 1985), pp. 5-6. The PRC 1982 figure for overseas Chinese
population given by Lian Guan, deputy chief of the Overseas Chinese Affairs Commis
sion, was 22 million.
^Wang Gungwu, "External China as a New Policy Area," Pacific Affairs (Spring 1985):41.
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ited upon their relatives and the fate of their landed properties into
which they had injected their lifelong savings. In any case, uncertainty,
ignorance of the emerging situation, and repugnance if not overt hostil
ity toward the new regime had in the early years of the CCP's rule
induced the majority of overseas Chinese to take a wait-and-see attitude
before realigning themselves.

Moreover, the array of pressing problems which demanded immedi
ate attention had compelled the new Beijing leadership to give priority
to the domestic scene. In the wake of the CCP takeover, the situation in
China was far from stable. Outer Mongolia had been detached from
China to become a Soviet protectorate. Centrifugal tendencies were
strong in Manchuria and Xinjiang while Tibet continued to maintain its
sturdy independence. There was the problem of economic dislocation
caused by two decades of external aggression and civU war. There was
the thorny task of proletarianizing the landlords, capitalists, and bour
geois intellectuals, of acclimatizing the general populace to the new
social and political order, and of organizing the broad masses for pro
duction work.

The international environment surrounding the PRC in the first
years of its existence was also hardly hospitable. The United States had
in some significant way contributed to the rise of Communist power in
China. But Washington had consistently maintained a hostile stance
toward Beijing, especially after the latter's participation in the Korean
War (1950-53). There was the general foreboding that the United States
might support a KMT regime effort to counterattack mainland China.
Moreover, the system of alliances that the United States had erected
with countries in the West Pacific coupled with economic sanctions had
impressed upon Beijing that Washington's ultimate objective was to
encircle and strangle China rather than to contain the expansion of com
munism. Apart from the U.S. threat, the continued Soviet presence in
Manchuria might have suggested to Beijing that Moscow might in this
initial period of uncertainty and weakness make an attempt to detach
part of Manchuria from China, although by now both Moscow and Beij
ing had come to be the major pillars of the newly emerging global
socialist fraternity.®

This hostile international environment had driven Beijing to con
cern itself primarily with threats that could compromise its integrity and
independence rather than with a commitment to the salvation of Chi-

®For continuing Soviet interest in those areas ofChina of strategic importance, seeHarry
Gelman, The Soviet-Fareast Buildup and Soviet Risk-Taking Against China (Santa Monica,
Calif.: Rand, 1982), pp. 3-8.
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nese abroad. Also by now the PRC could no longer expect the overseas
Chinese to be, as in the past, an unflagging source of foreign exchange.
The devastations of World War II had impoverished the overseas Chi
nese and thus precluded the participation of the majority of them in
China's reconstruction. The policy of communizing and confiscating
private properties had discouraged many overseas Chinese from remit
ting money to China. The hostility of the United States and other West-
em democracies toward the PRC had also denied China access to capital
not only in these countries but also in their colonies, where most over
seas Chinese had congregated.

Nevertheless the PRC still somehow saw that the overseas Chinese

could be mobilized to promote the United Front work, a strategy which
the CCP had ingeniously exploited to build up its power base and politi
cal control before 1949 and which it now perceived could be adopted
again to promote the PRC's security interests and to assist in the task of
its internal political consolidation and economic reconstruction.

To this end the CCP, like the KMT before it, openly claimed the
overseas Chinese to be "an extension of the Chinese population and
accepted obligations and responsibilities demanded by their intimate
relationship with the Chinese homeland."^ The Overseas Chinese
Affairs Commission (OCAC) was set up in 1949 with representatives
from the ministries of Foreign Affairs, Commerce, Culture, Education,
Foreign Trade, and Internal Affairs and from the People's Banks and
Returned Overseas Chinese Associations. It also worked closely with
the United Front Work Department and the Propaganda Department of
the CCP. The range of representation indicates that the scope of its work
was wide-ranging. This was subsequently spelled out clearly in Liao
Chengzhi's statement of June 1951^° to include the following:

1. Tounite all patriotic Overseas Chinese compatriots, to educate them
in patriotism and enlist their support for the PRC;

2. to expose the crimes of the Chiang Kai-shek bandits;
3. to protect the proper rights and interests of the Overseas Chinese

and to oppose all crimes of persecution against them;
4. to expand Overseas Chinese educational and cultural work;

^The basic principle ofKMT overseas Chinese policy is thatanyperson ofChinese parent
age is considered a Chinese citizen regardless of his place of birth. Its basic aims are to
protect the rights and interests of overseas Chinese in their countries of residence, to
provide education for overseas Chinese children in China, and to encourage overseas
Chinese to invest in China.

^°Liao Chengzhi's statement, issued in June1951, was quoted in Fitzgerald, China and the
Overseas Chinese, p. 84.
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5. to propagate the thought of Mao, New Democracy, the Common
Programme and all policies and laws of the People's Government;

6. to promote friendly relations between overseas Chinese and the
people of the countries of residence and further their cultural
exchange, their unity and mutual assistance, for the mutual preser
vation of world peace.

From Liao's statement it is evident that the tasks for the overseas

Chinese were first, they should be politically inclined toward the PRC,
be indoctrinated with the PRC's prevailing ideology and familiar with
its current policies and developments; second, they should help the
CCP to fight the KMT and not allow themselves to be used by the KMT
to prejudice the interests of the motherland; and third, they should
promote the PRC's foreign policy objectives. In return the PRC would
undertake to protect their rights and look after their education and cul-
txiral interests.

Apart from OCAC the PRC had created a string of other organs to
reinforce the CCP's United Front work and to help domestic overseas
Chinese to revive or strengthen links with their relatives abroad. The
better known among them was the All-China Returned Overseas Chi
nese Association (ACROCA). Through these organs the PRC hoped to
augment the inflow of overseas remittances and investment funds and
to expand its external trade. Through them the PRC hoped to enhance
its foreign exchange earnings by attracting more overseas Chinese tour
ists and students to China. Through them the PRC hoped to foster the
patriotic unity of the Chinese abroad whom it believed to be able to
influence favorably the course of events in their countries of residence.

The objectives spelled out in the PRC's overseas Chinese policy
would appear norm^ if they were meant to be a perfunctory propa
ganda exercise designed to publicize the United Front strategy. But they
immediately threw into relief the PRC's limitations if they were treated
seriously as goals to be realized. The most intractable issue that con
stantly cropped up in the course of implementing the overseas Chinese
policy was the PRC's undertaking to protect the rights and interests of
the Chinese abroad. Beijing soon found that overseas Chinese interests
were incompatible with the PRC's seciuity interests and contradicted its
foreign policy objectives. Moreover, even if compatibility between PRC
and overseas Chinese interests could be established, Beijing still lacked
the political and military resources to honor this undertaking. Distrust
of Southeast Asian states and the determination of the U.S. and Britain

to check the southward expansion of Chinese influence made Beijing's
task of protecting the overseas Chinese even less possible. It is in appre
ciation of this situation that Beijing as early as 1951 advised the overseas
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Chinese to ensure their own survival with their own strength and to
make concerted moves to defend their own rights and interests.

Beijing's prospect of success in other areas of overseas Chinese
work was equally dubious. Its efforts to explain its new policies, ideol
ogy, and social system to the Chinese abroad produced no significant
impact upon the overseas Chinese communities. Its influence on Chi
nese education was minimal and the Chinese school system abroad was
either abolished or, where it was allowed to continue, placed under
strict control and increasingly made to conform to the requirements of
the local environment. Even the level of overseas Chinese remittances

and investment was far below expectations and seemed embarrassing in
comparison with the aid the PRC had given to other developing coun
tries.^^ The campaigns among the overseas Chinese against the KMT
were supererogatory. The majority of the overseas Chinese did not seem
to have any link with the KI^; nor did they have any inkling of the
cause for which it was supposedly fighting. Even those with KMT affili
ations were gradually disassociating themselves from Taiwan, not
because of PRC promptings and admonitions but because in the post
war situation, prudence dictated that they resist aligning themselves
with the camps in contention for a claimto politicallegitimacy in China.

Moreover, the perception of an increasing number of overseas Chi
nese of their position vis-a-vis the PRC was changing. The majority of
Chinese abroad now began to see the compelling logic of identifying
their destiny with the countries of residence. These developments,
coupled with some foreign policyadjustments stressing the importance
of Southeast Asia, compelled the PRC to reassess its relations with the
overseas Chinese. It was in this context that Beijing now saw it politic to
sever political and ideological links with the overseas Chinese and to
confine cultivation of the overseas Chinese to the economic sphere. It
was in this context that Beijing saw the scalingdown of the United Front
operation among the overseas Chinese and of the overallPRC-overseas
Chinese ties as vital to the improvement of Sino-Southeast Asian rela
tions.

This perception of the necessity of change in the PRC's approach to
the overseas Chinese found eloquent expression in statements made by
Zhou Enlai and leading OCACofficials from 1954to 1956.^^ Jq them, the

^^Overseas remittances in 1949-76 did not seem to have reached an annual sum of US$100
million. But in Towards the End of Isolation: China's Foreign Folicy AfterMao (London: Mac-
nullan, 1983), p. 100,MichaelYaJhuda says that China's economicaid to developingcoun
tries from 1954 to 1976 totaled about US$5 billion.

^^Statements made by Zhou Enlai and OCAC officials are quotedin Fitzgerald, China and
the Overseas Chinese, chs. 6, 8. Also see Suryadinata, China and the ASEANStates, app. 14.
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crux of the overseas Chinese problem was the question of dual national
ity and integration. Hence they urged as many Chinese abroad as possi
ble to opt for the nationality of their countries of residence. They urged
them to learn local languages and to acquire education that had rele
vance to the local environment and that would direct their patriotism
and allegiance from their ancestral homeland to their adopted coun
tries. They urged them to integrate with the local people economicdly
and to shift their economic activities from trade to industry. With
respect to the solution of the dual nationality problem, they prescribed:

1. Upon the signing of a nationality treaty between the PRC
and a foreign country, those overseas Chinese who had vol
untarily opted for the citizenship of their country of domidle
would automatically cease to be Chinese nationals. They
were no longer imder the PRC's protection; nor would the
PRC claim responsibility for their behavior. They must be
loyal to their adopted country.

2. Those overseas Chinese who chose to retain Chinese nation

ality would remain as Chinese nationals. They shoidd
respect local laws and customs and should not interfere in
local politics.

3. Countries with overseas Chinese should not discriminate
against Chinese nationals and should respect their proper
rights and interests.

But the PRC also envisaged that those Chinese abroad who chose to
retain Chinese nationality would be ultimately integrated with the cotm-
tries of residence, and it urged them to help forge cultural and trade
links between China and their countries of residence by having their
schools teach local languages and patriotism.

The conditions Beijing had spelled out for a workable solution to
the overseas Chinese problem formed the cardinal principles guiding
the PRC's approach to relations with countries with sizable colonies of
Chinese for a decade from 1957 to 1966. But these principles did not
seem to have helped the PRC project a better image to the outside
world. By the time the Cultural Revolution broke out in 1966, China's
relations with virtually all Southeast Asian states were strained. Indone
sia, the only country in Southeast Asia which had accorded diplomatic
recognition to Beijing, had suspended all ties in 1967 on suspicion of
Chinese complicity in an abortive coup in 1965 that had toppled
Sukarno's regime and swept the Indonesian military into power. The
ferocity attendant upon the Cultxiral Revolution and the ensuing con
vulsions inspired the leftist elements in Hong Kongand some neighbor-
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ing countries to actsof violence. ManySoutheast Asiancapitals became
concerned that Beijing was about to spearhead another wave of insur
gency movements in the region.

The single most important reason why Southeast Asian states were
persistently hostile to the PRC and refused to normalize relations was
the pervasive feeling that Beijing's attitudetoward the overseas Chinese
was ambivalent. Although Beijing had consistently maintained that it
would not support insurgency movements outside China, especially
those with massive overseas Chinese involvement, its approach to inter
state relations at times yielded the impression that it had occasionally
resorted to insurgency as an instrument of foreign policy. Moreover,
while the PRC had since 1957 persistently jostled the Chinese abroad
intoacquiring the nationality oftheircountries of residence, it had like
wise all along treated the overseas Chinese as part of China as well as
part of a patriotic United Front.

The implications of this ambivalence were first that shouldthe situ
ation of the Chinese abroad become intolerable the PRC was imder
obligation to come to their assistance, and second that the overseas
Chinese were under obligation to help promote the PRC's domestic and
foreign policy objectives. Hence to most Southeast Asian states Beijing's
apparent disinterestedness and disenchantment with the overseas Chi
nesedid not signify that the latter had already outlived theirusefulness.
Nor did the PRC's disengagement from overseas Chinese affairs and
preoccupation with her security interests indicate Beijing's willing
acceptance of its small neighbors as equals.

In taking stock of what the PRC had achieved with its overseas
Chinese policy in the one and a half decades of its existence, Beijing
was fotmd to have failed in spreading Maoist ideology to the overseas
Chinese community, in drafting the Chinese abroad into a patriotic
United Front, and in using them to forestall any KMT challenge to its
political legitimacy. Butits attemptto attract remittances and direct capi
tal investment from the Chinese abroad had been a qualified success. Its
attempt to recruit overseas Chinese scientists, engineers, and higher
intellectuals into its academic institutions and research establishments
had not been very fruitful when measured in termsof the number who
had responded to the call of the motherland. When, however, it was
judged in terms of quality, this was a brilliant achievement because
some of those who did respond to its call for both short- and long-term
services tiumed out to be the most eminent in the world of nuclear
science and space technology. It is indeed still too early to assess the
impact these overseas Chinese had on the PRC's science and defense
capabilities and the effect of their leadership and inspiration on yoxmger
generations of PRC scientists and intellectuals.
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In the domain of overseas Qunese education, Beijingcould exert little
influence on the orientation of the Chinese schools in the coimtries of

residence because of the strict control wielded by their governments and
because many Chinese school teachers were then in some way affiliated
with the KMT. But in the provision of education for overseas Chinese
within the PRC, Beijingcould boast some major accomplishments. While
after 1957Beijing tended to encourage the overseas Chinese to seek edu
cation in the coxmtries of residence, it had nevertheless absorbed soine
60,000 Chinese students from abroad during this period into secondary
schools and tertiary institutions specially set up to cater to their needs.^^

Overseas Chinese Policy, 1966-76

With the outbreak of the Cultural Revolution (1966-76), the policy
for the protection of domestic overseas Chinese was abandoned and the
links which Beijing had built up with the Chinese abroad were cut off.
The violence and accompanying scenes of lawlessness and anarchy in
many parts of the country evidently showed that the PRCwas engidfed
in a bitter power struggle rather than in revolution. It was also in the
grip of an extreme xenophobia directed partially against the overseas
Chinese. Fromthe very beginning Mao's factionwith the support of the
military, young students, and CCP ultra-leftists had seized the initiative.
Domestic overseas Chinese became the target of persecution and the
channel for venting anticapitalist antibourgeois spleen. They were
dubbed "bourgeois-capitalists" and "counterrevolutionaries," and
were denied career advancement and education opportunities. Schools
and universities specially set up for them were closed down. Their
houses and properties were unjustly confiscated. They were not
allowed to communicate with their relatives abroad and often fell victim
to arbitrary arrest and physical maltreatment. Even the Overseas Chi
nese Affairs Commission, set up to regulate overseas Chinese affairs
and to look after overseas Chinese interests, was suspended.

The demise of Mao and the subsequent fall of the Gang of Four in
the last quarter of 1976effected a perceptible change in the PRC's over
seas Chinese policy. The policy of persecution was abandoned in favor
of active cultivation. The change was mainly inspired by a fundamental
shift in priorities. The PRC's dominant concern in the decade before
1976 was politicaletherealization which was to be achievedthrough the
instruments of class struggle and permanent resolution. This extreme

^^See Fitzgerald, China and the Overseas Chinese, p. 128.
^^Wang Gungwu, "External Oiina," p. 35; Suryadinata, China and the ASEAN States, pp.
64-67.



CHAN NGOR CHONG 135

bias toward politics to the neglect of the more important task of develop
ment had depressed economic growth and destroyed the state adminis
tration and education systems.

Overseas Chinese Policy Since 1976

The revamped overseas Chinese policy was first elaborately stated
in the editorial of the People's Daily of January 4, 1978.^^ It gives a clear
indication that the PRC was now all the more determined to mobilize

the overseas Chinese. As before the Cultural Revolution, Beijing in its
new policy continued to encourage the Chinese abroad "to acquire the
nationality of the country of residence on a voluntary basis." As before,
they were told that Beijing would disown them politically once they had
acquired foreign nationality. As before Beijing would protect "the legiti
mate rights and interests" of "those overseas Chinese who wish to
retain their Chinese nationality" and consider it the duty of "the gov
ernments of those countries" to "protect the legitimate rights and inter
ests of overseas Chinese and respect their national traditions, customs,
and habits." As before, the overseas Chinese were exhorted to "abide
by the laws and decrees of the coxmtries in which they reside, live in
harmony with the local people, and make contributions to the develop
ment of the economy and culture of these countries." But it was discon
certing to note that in Beijing's formula for overseas Chinese nationality,
the Chinese abroad who renounced Chinese nationality were still "our
kinsfolk and friends," that is, ethnically and emotionally part of China
even though they were now foreign nationals. In a conflicting situation,
political elements would sometimes submerge in face of the assertion of
ethnic or cultural elements.

Moreover, the PRC's claimed duty to protect the rights and interests
of Chinese nationals in foreign countries theoretically endowed Beijing
with the right to intervene if the governments of these countries failed
to protect their rights and interests. The active role the PRC prescribed
for the overseas Chinese in the development of the economy and cul
ture of the countries of residence also indicated that in Beijing's view,
the legitimacy of the Chinese presence in countries with large Chinese
settlements was indisputable and that the integration of the overseas
Chinese involved not only absorption but also sinicization of the indige
nous cultures of the countries of residence.

This revamped overseas Chinese policy also paid tribute to the
domestic overseas Chinese for their previous contribution to the PRC's

^^Siiryadinata, China and the ASEAN States, app. 4.
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political and economic development and intended them to be actively
involved in the current modernization drive. It stated that the primary
role the overseas Chinese could play in the PRC's modernization would
be the introduction of new science and technology from abroad. More
over, it asserted that the overwhelming majority of overseas Chinese
could be drawn upon to form "part of the basic forces of the patriotic
United Front" and would, as in the past, support "the revolutionary
struggle of the motherland" because by virtue of their patriotism and
proletarian background they were politically reliable. It further stated
that Beijing would take measures to protect overseas remittances and
continue to welcome Chinese abroad to visit, settle down, or study in
China.^^

The PRC's demands upon the overseas Chinese as spelled out in
1978 were thus essentially similar to those of the pre-Cultural Revolu
tion period. They show that the value of the overseas Chinese to the
PRC was primarily economic. Science and technology, overseas remit
tances, tourism, and overseas Chinese education in China would in pne
way or another contribute to the PRC's development or enhance foreign
exchange earnings. In politics, however, the overseas Chinese as com
pared with PRC Chinese were far inferior in skill and sophistication and
therefore could not claim to have played any conspicuous role, although
it was sometimes said that some of the PRC's top leaders had overseas
connections or had once lived in some Southeast Asian countries.

Desire to ensure decent progress in modernization work and to
reestablish sovereignty over Taiwan and tap its abundant human and
material resources had in recent years driven Beijing to stress repeatedly
the importance of the overseas Chinese. On May 13, 1981, Hu Yaobang,
secretary general of the CCP, said at a seminar held at Beijing on domes
tic overseas Chinese affairs that the guiding principle of the Party's
overseas Chinese policy was to "protect and develop the enthusiasm of
the compatriots' love toward the country and the motherland." He fur
ther intimated that the overseas Chinese could help speed up the mod
ernization of China and bring about the unification of mainland China
with Taiwan.^7 Again in early 1983 the CCP chief said that the good
education and social contacts of overseas Chinese businessmen and

industrialists could be harnessed to hasten the Four Modernizations
and the reunification of China. In like manner, a People's Daily editorial
of April 29,1983, pointed out how domestic overseas Chinese intellectu
als, through their continued links with friends and relatives abroad and

^^Ibid.
^^Ibid., pp. 81-82.
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with foreign experts and scholars, could strengthen the PRC's external
links and expedite the introduction of more advanced science and tech
nology into China. And more recently visiting Chinese State Councillor
Chen Muhua told the Chinese residents in Madagascar on March 26,
1986, that the PRC considered it important to protect the "just rights
and interests" of Chinese nationals abroad and urged them to help
bring about the early reunification of Taiwan and mainland China.^^
Then again. Song Hanliang, secretary of the Xinjiang CCP committee,
expressed the hope at the 1986 Spring Festival gathering in Urumqi on
February 3, 1986, that through returned overseas Chinese or family
members of overseas Chinese in the region, Xinjiang would be able to
attract funds, equipment, technology, and talented people for its devel
opment.^^

As a step toward achieving these objectives, elaborate measures
have since been devised to attract overseas Chinese investors, scientists
and intellectuals, and students and settlers of means to China. Overseas
Chinese have received special treatment in job placements and remu
nerations and their entry into the CCP, the Communist Youth League,
and the People's Liberation Army (PLA) has been eased. More and
more returned overseas Chinese and the family members of overseas
Chinese in the provinces and municipalities have been selected for lead
ership posts at all levels. Moreover, miscarriages of justice involving
overseas Chinese have mostly been reversed and those overseas Chi
nese private houses occupied or confiscated during the Cultural Revolu
tion have mostly been returned. In Hubei, over the past few years the
provincial overseas Chinese affairs departments have helped to secure
foreign capital for importing technological items.^o

Changing Nature of the Overseas Chinese
Problem

This plethora of official statements has more than amply demon
strated the PRC's keen appreciation of the value of overseas Chinese to
the motherland. They in no way represent a perfunctory indulgence in
flattery to win over their heart and soul or to anesthetize their hostility
to or rancor against Beijing. Under the circumstances, how would Bei
jing react if their position in the countries of residence became highly
intolerable? The official statements of the PRC in the period 1954-66

^®R)reign Broadcast Information Service, Daily Report, China (hereafter FBIS, China), no.
059 (1986), p. 12.
^^FBIS, C/iinfl-86-030, p. T8.
^OpBIS, China-85-110, p. P3.
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persistently intimated to foreign governments that they should protect
the rights and interests of the Chinese nationals in their coxmtries. The
Chinese constitutions of 1954, 1975, and 1982 also stressed the PRC's
intention to protect the legitimate rights and interests of the Chinese
residents abroad.

Although the Nationality Law of the People's Republic of China
(1980)21 provides legal confirmation of the definitions of different catego
ries of overseas Chinese as spelled out in the long succession of official
statements issued since 1954, Article 13 of the law states that any person
who has once been a Chinese national can seek reinstatement of his
Chinese nationality. The loss of Chinese nationality is thus not perma
nent. The flexibility of the law enables overseas Chinese who, for one
reason or another, have become disenchanted with their countries of
residence and who feel that they can live more happily and meaning
fully in China to regain their Chinese citizenship. Moreover, the reacU-
ness of the PRC in the three decades from 1949 to 1979 to resort
repeatedly to repatriation and resettlement to lift the overseas Chinese
in the countries of residence out of their plight also strongly indicates
that Beijing has not deserted the overseas Chinese. Hence, the PIK^'s
repeated assertions of its intention and duty to protect the rights and
interests of Chinese residents abroad, the Nationality Law of 1980, and
the resettlementscheme seem to be able to offera new vista or perhaps
a new lease on lifeto those disgruntled overseas Chinesewho may find
their prospects dismal in the countries of residence or who anticipate
that in years to comethey are likely to continue to chafefrominactivity
and despair. But this scenario would appear disconcerting to the gov
ernments of Southeast Asian states, wliich fear that it would compro
mise the allegiance of their citizens of Chinese descent and turn them
into a ready instrument for the PRCto actualize its designs in Southeast
Asia, should its interest in the region revive.

Indeed, some overseas Chinese entertain the thought that a strong
China, out of ethnic and cultural considerations, would get them out of
their present politicaland economicplight. It is quite natural for people
in such circumstances to entertain such thoughts. Whether this is a
realistic appraisal of the situation to come or mere wishful thinking is
open to question. But the certainty is that a strong China withput
aggressive intent is beneficial to all—to the United States, to Japan, and
to Southeast Asia, although both Japan and the countries in our region
are fearful of the emergence of a powerful China. The United States
feels that stability in the Asia-Pacific region hinges on the ability of

2^Suryadinata, China and the ASEAN States, app.3.
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Beijing, in active cooperation with Washington, to play an effective
peacekeeping role in the region. Moreover, the Soviets now regard the
whole Eurasian continent as a single strategic unit. Hence, apart from
attempting to control the Northeast Atlantic and the Mediterranean,
they are trying to establish dominance in the Northwest Pacific, the
South China Sea, the Red Sea, and the Arabian Sea. To this end, they
acquire basing facilities in North Korea and Vietnam; they invade
Afghanistan; and they are covetous of Iran and Pakistan. They also try
to gain control in South Yemen, Ethiopia, and Somalia. But these Soviet
strategic calculations wiQ succeed only if they can secure the PRC's
benevolent neutrality.

In the recent past, great strides have been made in forging a
stronger military link between the USSR and North Korea. Last year,
the Soviet Pacific Heet was for the first time granted access to the naval
port of Wonsan. Soviet military aircraft were also permitted to fly over
North Korea en route from Soviet bases in the Far East to Cam Ranh
Bay.22 Wonsan is of great strategic value to the Soviets, for it ensures the
Soviet naval units in the Kamchatka Peninsula, Sakhalin Island, and
other Far East bases a smooth passage through the Sea of Okhotsk and
the Sea of Japan to the South China Sea and the Indian Ocean. In fact,
in the event of conflict the first move that the Soviets are almost certain

to make is to cripple the combined military strength of the United
States, Japan, and South Korea in the Northwest Pacificrather than that
of China. Recent generous Soviet offers of military aid in the form of
MiG-23 fighter aircraft and SA3 surface-to-air missiles indeed represent
no less than an attempt to induce North Korea to allow the Soviets to
use Wonsan more than as an occasional port of call.

Beijing's decision to intervene in foreign countries on behalf of the
overseas Chinese will be largely determined by national priorities and
diplomatic alignments. Its primary concerns in the next two decades are
modernization and preservation of the existing balance of forces in the
West Pacific, both of which entail active economic and diplomatic coop
eration with Southeast Asian states. Beijing, moreover, before deciding
on intervention, has to weigh the U.S. position, which is to maintain
the stability of Southeast Asia. Hence, when measured against the over
whelming importance of modernization and relations with the United
States and Southeast Asia, the overseas Chinese problem tends to
diminish in significance.

^Sin Chew JitPoK March 26, 1987, p. 1; May 25, 1987, p. 23; Nanyang Siang Pan, May 28,
1987, p. 24.
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But if the PRC's present defense modernization (now concentrating
on development of conventional capabilities) should in the not too dis
tant futtue enable it to fight conclusive wars 1,000 miles beyond its
southern border, it might be tempted to honor its pledges to protect
overseas Chinese, especially when relations with Southeast Asian states
have deteriorated or when, in its view, the latter have colluded with the
Soviet Union to threaten China.

It may be that in due course the overseas Chinese problem in
Southeast Asia will be more and more internationalized and become
less of a PRC problem. The overseas Chinese have been pivotal since
the past centiuy in the development of the region. The past and present
prosperity of many Southeast Asian states owes much to their presence
and participation. Extraregional powers likethe UnitedStates and Japan
are keen to share their prosperity. These countries have extensive
investments in the region and what they need most is stability that can
protect their investments. They are unlikely to treat the overseas Chi
nese problem strictly as individual state affairs if mishandling of the
Chinese residents shoulddirectly affect their interests. This is especially
true of the United States, which perhaps out of a sense of decency has
consistently intervened on the side of the weaker party. R)r example,
any aggressor who plans to invade Singapore must first consider the
possible U.S. reaction rather than the defense capability of the island
republic.

Southeast Asia, moreover, has never been an isolated comer of the
world and, as years pass by, has become more deeply ensnared in a
complex web of intemationd relations. The states in the region, being
cogs in the present multipolar international system, have forfeitedmuch
of their sovereignty and the right to determine developments in their
internal affairs. The Soviets seek to exploit political and interstate
issues, including the overseas Chinese problem, to destabilize the
region in order to expand their influence. The United States, on the
other hand, is mainly preoccupied with the maintenance of stability in
the region. Its recent intervention in the Philippines is a good case in
point. Washington is unlikely to let events take their course freely if the
treatment of Chinese in any of the Southeast Asianstates compels them
to make a stand and destabilizes the region or if the anti-Chinese phe
nomena in Southeast Asia are Soviet-inspired and likely to serve Soviet
interests in the region.

The Chinese abroad need no protection from the PRC. Neither the
CCP nor the KMT has ever actually shielded them when they have
fallen victim to racial hysteria or imjust discrimination. The overseas
Chinese indeed have never taken the PRC's pledges of protection seri
ously. In fact, there is no need at all for the PRC to have an overseas
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Chinese policy. If China needs brains for modernization, it can buy
them in all the advanced democracies in the world, especially at this
moment when many of their finest scientists and engineers face unem
ployment. If it needs capitalfor modernization, exportearnings and the
international money market can provide. What it can obtain from tour
ism and from the financial institutions in Hong Kong is in fact many
times greater than the overseas Chinese remittances.^3

From the legal standpoint, the Chinese abroad should enjoy the
same rights and privileges as other nationals in their country of resi
dence so long as they are locally bom or naturalized citizens of that
country. They should have the right to vote and to participate in the
affairs of their country. They therefore should also have the obligationto
pay for the cost of governing the countryand to defendits security and
integrity. But more important than this legal consideration is that they
are virtuallyindispensibleto their country of residenceby virtue of their
skills, entrepreneurship, intellectual abUity, and accumulated wealth.
These assets have contributed much to the development of their country
of residence, which in order to ensure continued progress and stability
would not resort to a large-scale persecution or expulsion of Chinese
citizens and residents. Hence, the best protection for the Chinese
abroad is not the PRC's pledges of protection but their own uniqueness,
their determination to survive, their ability to adapt creatively to their
environment and to break new ground in the midst of adverse circum
stances. The Chinese in Thailand have already integrated and partially
assimilated with the native inhabitants. The Chinese in Malaysia have
repeatedly insisted that they be called nonimmigrants. The Chinese in
Indonesia have determined to remain despite almost insurmountable
difficulties. All these developments firmly indicate their loyalty to their
countries of residence and it should be clear to the PRC that dealings
with the Chinese abroad cannot be based on exploitation of their senti
ments.

The United States will in years to come be more involved with the
overseas Chinese. While all other countries have virtually put a stop on
the inflow of Chinese immigrants, it continues to accept via Hong Kong
and Macao large numbers of Chinese who have disowned the PRC. The
overseas Chinese problem seems to be peculiar to Southeast Asian
states. Many Chinese in North America are first-generation immigrants
whose ties with the motherland are still fresh and strong. They are

Shanghai paperreported that overseas Chinese remittances for 1985 had dropped by
about 75 percent compared withthose of1979; seeWen Wei Po (Hong Kong), December 9,
1986, p. 1.
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allowed to maintain a double identity which means they can be Chinese
and North Americans at the same time. They do not seem to have gen
erated any crisis or given rise to any problems. The Chinese in South
east Asia, however, are mostly second-and third-generation residents.
They are being subjected to a vigorous process of Southeast Asianiza-
tion and educated under indigenous education systems. Their ties with
the PRC tend to weaken as the generation among them bom and edu
cated in China fast disappears from the scene. Yet because of environ
mental challenges, their own consciousness of their identity has been
rekindled or even strengthened.

The resurgence of cultural awareness among Thai Chinese has
largely been brought about by improved relations between Beijing and
Bangkok. In the face of the Vietnamese threat, Thailand perceives a
confluence of security interests with the PRC, although such a percep
tion is anathema to other ASEAN states. Thailand further perceives that
its security and stability depend upon the PRC's willingness to project a
physical presence in Southeast Asia, however elusive that may appear.
In retum for Beijing's security commitment, Bangkokis obliged to relax
its control over the cultural freedom of the ethnic Chinese and allow

them to reestablish ties with their kinsmen in China and reopen Chi
nese schools in Thailand. The Thai Chinese, while in large measure
having accepted integration and assimilation, immediately avail them
selves of the opportunities afforded by the emerging security situation
in Southeast Asia to reassert their cultural rights.

The intensification of interest in Chinese culture in Singapore has
been inspired by the government. While the study of English is a politi
cal and practicd need, it does not enable the Chinese in Singapore to
penetrate the inner sanctum of Western culture and thus fill their cul
tural void. They are therefore exhorted to go back to Confucianism to
rehabilitate their souls and to cling to those cultural elements wMch
they can rightly claim as their own. The Chinese in Malaysia have for
decades been fighting for the preservation of their language and cul
ture. This straggle has been intensified in recent years by their suspi
cion of government attempts to erode cultural rights enshrined in their
state constitution.

The Chinese abroad doubtless treasure the wealth they have created
and accumulated in their countries of residence. They try to keep the
PRC at arm's length in order to avoid the impression that they are still
politically and sentimentally alienated from their adopted coimtries. But
the PRC seems to be attractive to some Chinese abroad who feel that

their physical existence is being increasingly threatened: with continued
material progress and liberalization, China may eventually create an
environment that can accommodate them socially and economically^ It
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has been recently stated in the PRC press that communism should not
be the objectof pursuit of the Chinese people, that their commondesire
is to see China transformed into a more democratic and modernized
state, and that all schools of thought capable of serving the country's
development and the well-being of the masses should be respected and
defended.^^ It has also been pointed out in the PRC press that moderni
zation is closely connected with westernization and that both the mate
rial civilization and spiritual culture of a modernized state are usually
highly westemized.25 Such "unorthodox" statements would not have
appeared in the PRC's leading press without the endorsement of Beij
ing's top leadership.

The decline in the initial vigor of the Cultural Revolution by the
beginning of 1969 heralded the changes that were to come. Its final
coUapse was a repudiation of Maoist dogmatism and with it the rigid
intellectual edifice Mao had erected for China. There has been a reasser-
tion of the traditions of rationalism and empiricism since the Third
Plenum of the Eleventh CCP Central Committee in 1978. There has
been the development of a new education designed to emancipate the
human mind, develop individuality, and broaden mental horizons.^^
There has been a continuing attempt to revive the system of meritocracy
through a systematic infusion of intellectuals into CCP ranks.

Through economic reforms and rational planning, it is anticipated
that by the year 2000 the PRC willbe able to register marked improve
ment in its material circumstances.^® AUthis will lead to the genesis of a
more congenial environment for the maturing and articulation of intel
lectual ambitions. If Mao could be resurrected by the year 2000 he
would be stunned to find his countr5nnen speaking an exotic language
and dreaming a bizarre dream. Hegel's absolute is Mao's communism
and it isbeyondthe ken ofboth to establish with certainty their eventual
contents and forms. To both they are thus ultimately unattainable. But
Mao's countrymen would explain to him that his communism is Chi
nese democracy which, apart from traditionalvalues, embodies a high
standard of rationality and affords ample scope for individual freedom
and ingenuity and which bears some striking resemblance to Western

^^The article originally appeared in Guangming Ribao eind was quotedby a foreign news
agency; see Sin Chew Jit Pok, November 2, 1986, p. 18.
^^The article originally appeared in Guangming Ribao and was quoted by a foreign news
agency; see Nanyang Siang Pan, November24, 1986, p. 21.
^%ee Beijing Review, vol. 28, no. 46, pp. 15-16.
27See, e.g., FBIS, China-S5-2Q^, p. Rl; FBIS, China-S5-139, p. P2; FBIS, Chma-SS-Om,
p. Rl.

Beijing Review, vol. 28, no. 44, pp. 18-20; also see FBIS, China-S5-233, pp. K17-20.
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democracy. The eventual outcome of this development will be a qualita
tive mutation of the PRC's body politic and will render conditions in
China more acceptable to those Chinese abroad who decide to opt for a
reverse migration.

Student demonstrations on 150 PRC campuses in December 1986
have threatened to obliterate the sanguine prospects recently conjured
up by the reform movement. The ensuing dismissal of Fang Lizhi from
the vice presidency of the University of Science and Technologyin Hefei
and his expulsion from the CCP in January 1987coupled with the fall of
Hu Yaobang from the pedestal of power shortly thereafter have caused a
considerable stir both within and outside China. There is a widespread
fear that the triumph of conservative reaction may spell the end of the
reform movement.

But student demonstrations are an intrinsic part of a new develop
ment that is inexorably progressing toward some predestined end. The
repressive measures that Beijinghas taken against the campus demon
strations will not cause the demise of the student movement. This is
eloquently testified to by the relatively mild actions that Beijing has
taken against liberal intellectuals and student leaders. Despite his expul
sion from the CCP, Fang Lizhi was still allowed to proceed to Italy to
attend conferences and can continue to advocate democracy without
fear of reprisal. That indicates that the conservative force in the party is
powerless to go against the prevailingmood in the country. In due time,
this student movement will be bolstered by thousands of returned stu
dents who will form a motive force for the dissemination of Western
democratic liberal ideas and who will demonstrate the inseparable link
between freedom and progress.

Despite the ouster of Hu Yaobang, the forces in support of reform
are still formidable. Some say that reform is the only solution to the
practical economic problems of the people and indeed "the common
desire of the whole party and the whole nation." Some say the ultimjate
end of reform is to eliminate "impoverished socialism."^^ Some say that
the present trend of development is irreversible.^^ Some say that reform
should be accelerated and that to ensure its success the "campaign
against bourgeois liberalizationshould not be allowedto leap beyond its
boundaries and spread to the economic field."^^ Even the conservative
Peng Zhen is reported to have said that it is necessary "to decentralize
and delegate power to lower levels" and "to go all out for reform" and

Chim-S7-13X pp. K2-4.
^FBIS, Chim-S7-lU, p. K2. FBIS, China-87-0e6, p. K19-23.
^^FBIS, China-87-115, p. 15. FBIS, C/izmi-87-112, p. K6.
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that it is necessary "to open up to the outside world in order to import
and assimilate advanced foreign managerial experience and technol-
ogy/'̂ 2 There is also widespread support for politicalstructural reform.

Judging by the prevailing trends in China, the conservative faction
led by Peng Zhen, Chen Yun, Hu Qiaomu, Deng Liqun, and Wang
Zhen does not have the moral authority and the support of the masses.
In the decade preceding the triumph of communism in China, the KMT
government and all the "isms" it advocated became targets of vilifica
tion and destruction. But after nearly four decades of communist rule,
the masses are eventually told or discover themselves that the enemy of
the state and people is not the KMT and all the values it stood for, but
the Mao Zedong Thought and the institutions established by the man
who had founded the PRC. Their antagonism should thus be directed
againstMaoismand the CCP. The majority of the Chinesepeople, espe
cially those below the age of fifty, have either a vague memory of KMT
misrule and evils or no memory whatsoever of KMT rule. What they
have poignantly experienced over the years is suffering under Commu
nist lule. Hence it will be within their understanding if they are told
about the excesses of communism and the evils of abject poverty and
regimentation. Butthey will be baffled if they are told aboutthe evils of
democracy, of freedom, and of affluence. Theywillbe baffled if they are
told that the reformist faction which is trying to make their country
more democratic, free, and affluent should be condemned.

Moreover, while the power of state is presently still concentrated in
the CCP, whatever policies the government implements have somehow
to conform to the desires of the people. China has now entered a phase
of development where the sovereignty of the masses is gradually assert
ing itself. The current suppression of student movements in the PRC
should thus be viewed as ripples rather than tidal waves in an other
wise "pacific ocean."

The departure of Hu Yaobang from the party secretariat and the
appointment of Zhao Ziyangto act on his behalfsignalanother hearten
ing development on China's political scene. First, it shows that Chinese
communism has now matured and mellowed. Second, the appointment
of Zhao Ziyangas actingCCPgeneral secretary indicates a fundamental
change in China's power structure. It signifies that eventually important
powers will be transferred from the CCPto the State Council and that
eventually the CCP, no less than the NPC, will mainly endorse policy

^^FBIS, Chim-S7-112, p. K20.
^FBIS, Chim-S7-130, pp. K2-8. FBIS, China-87-090, pp. K6-11. FBIS, Chim-87-OSO, pp.
Kll-20.
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and legislative initiatives put forth by the State Councilrather than play
a leading role in the governance of the state.

The present development in the PRC will not be arrested or dis
rupted. Its pace may be temporarily decelerated. There will come a time,
perhaps not too distant, when China will be govemed according to the
state constitution rather than party ideology and rules. There wiU come a
time when the norm of judgment will be changed. Communism will be
replaced by nationalism and the cult of efficiency. The Chinese people
will no longer talk about conformity to and defense of party interests;
what is uppermost in their minds will be individual and national inter
ests. In that event, the PRC would exert a centripetalforce over the over
seas Chinese who hope for a more congenial environment. The overseas
Chinese can tolerate a certain degree of politicaland intellectualconform
ity. Afterall, their acceptance of the indigenization processin their coun
tries of residence is no less than an acceptance of a large measure of
intellectual and cultural conformity.

The present overseas Chinese problem is not the creation of the
PRC or the Southeast Asian states. It is true that in the past three dec
ades the PRC has forced many of its nationals to flee mainland China.
But very few of them have found their way to Southeast Asia. The
Manchu monarchy was the first to "export" overseas Chinese on a
massive scale and Western colonialists were the first to "import" over
seas Chinese into the region on a massive scale. The KMT that suc
ceededthe Manchus tried to help them throughan inverse exploitation,
which created great political and psychological problems. The ex-
colonial powers, perhaps out of unconscious omissions or perhaps out
of deliberate intent, failed to solve their nationality problem when they
disengaged fromthe region. The overseas Chinese problem, as pointed
out before, has now ceased to trouble Western coimtries with large
numbers of Chinese residents but seems to be peculiar to Southeast
Asian states. It will be to the benefit of the Southeast Asian govern
ments to leam the pertinent way of handling their Chinese residents
fromthe UnitedStates, Canada, or Australia. Failure to do so will bring
complications to the regionwhen the PRC is economically and militarily
in a position to implement activelyits overseas Chinese policyby spirit
no less than by letter. The solution of the problem lies with the South
east Asian states. Virtually all Chinese in the region have identified
themselves with their countriesof residence. Hence, it is only they who
can help the PRC to wind up its Overseas Chinese policy or curtail its
scope.



9. China and the Ethnic Chinese:
Political Liability/Economic Asset

ROBERT S. ROSS

For the governments of Southeast Asia, the presence of the always
economically influential and at times largeminorityof ethnic Chinesein
the host societies raises many security issues. One central concern of
regionalleaders is Beijing's potentialto affect the political and economic
stability of the ASEAN countriesby appealingto the Chinesecommuni
ties' reputed loyalty to their "motherland" over their adopted coun
tries. In this respect, some Southeast Asian leaders consider the ethnic
Chinese an instrument of Chinese foreign policy, which Beijing wields
to influence their countries' domestic and foreign policies.

It is the purpose of this chapter to address the key issue of Chinese
policy toward the ethnic Chinese and to address the implications of its
policy for the security of Southeast Asianstates. The chapter examines
the two facets of Chinese policy—its approach toward the role of over
seas Chinese in the host country and toward their role inside China.
The first issue concerns the implications of Beijing's relationswith over
seas Chinese for the domestic political stability of the host country. The
second aspect concerns China's promotion of the contribution of ethnic
Chinese abroad to Chinese modernization. Qearly, these two issues are
fundamentally related, especially insofar as such involvement in the
mainland economy on the part of Southeast Asian ethnic Chinese
affects the politicaland economicstabilityof Southeast Asian countries.
Therefore, after separately discussing each aspect of this problem, the
conclusion will examine their interrelationship and the implications for
the ASEAN states.

Implications for Domestic Political Stability

Recent Chinese efforts to rekindle the patriotism of Southeast Asia's
ethnicChinese populationto expedite PRC economic development have
evoked heightened concern over Beijing's ability to use the ethnic Chi
nese to destabilize regional governments. Beijing is acutely aware of
Southeast Asian suspicions and it has attempted to allay them through
various policy statements. As in the past, the centerpiece of China's
diplomacy is its denial of the right of dual citizenship to ethnic Chinese
abroad, implying that Beijing wUl not protect the interests of ethnic
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Chinese who are not PRC citizens. Thus, in 1978Liao Chengzhi, while
reminding the ethnic Chinese abroad oftheir obligations to themother
land, also reaffirmed Chinese policy on dual nationality, insisting that
"although they will no longer be Chinese citizens," Chinese leaders
"encourage the overseas Chinese to choose the nationality of their
countries of residence."^ Article 3 of the 1980 Nationality Law of the
People's Republic says that China "does not recognize dual nationality
for any Chinese national."^ Such statements run throughout all PRC
discussions of the ethnic Chinese. This was especially the case when
China retaliated against Vietnam's treatment of its ethnic Chinesecom-
mimity. Beijing tried to ease fears that other countriesin SoutheastAsia
might confront similar Chinese pressures. Although it cancelled its aid
program to Vietnam and escalated Sino-Vietnamese conflict, China
went out of its way to assure Southeast Asian leaders that China was
not responsible for the tension,in relations and that the crisis did not
portend a shift in Chinese policy toward the ethnic Chinese in South
east Asia.

Nevertheless, China's own policy statements undermine Beijing's
efforts to calm Southeast Asian fears of Chinese interference. While
rejectingdual nationality, LiaoChengzhi nonetheless reassured Chinese
that even if they adopt host country nationality, "they will still be our
relatives and continue to maintain close contacts with us . . . and the
spirit of the policies concerning overseas Chinese at home fully applies
to them as well."^ Even more disconcerting is Article 13 of the PRC
Nationalities Law, which stipulates that ethnic Chinese "once of Chi
nese nationality may apply for a restoration of Chinese nationality pro
vided that they have legitimate reasons."^ This essentially negates
China's prohibition on dual nationality insofar as it gives Chinese lead
ers a free hand to interfere arbitrarily in the domestic affairs of other
countries on behalf of the ethnic Chinese. Indeed, since 1949 China has

^Xinhua, January 4, 1978, Foreign Broadcast Information Service, Daily Report, People's
Republic of China (FBIS, PRQ, January 4, 1978, p. E20.
^Beijing Review, October 6, 1980. Also see Gong Qiuxiang, "The Principle Basis iii Han
dling the Citizenship Question," Renmin ribao (People's daily), (hereafter citedas RMRB),
September 26, 1980, Joint Publications Research Service QPRS), China: Political, Social, and
MilitaryAffairs (CPSM), no. 76825, pp. 45-46.
^Xinhua, June 4, 1978, FBIS, PRC, June 5, 1978, p. E20.
^Beijing Review, October 6, 1980, pp. 17-18. Note that this caveat will gradually losepoliti
cal significance as the Southeast Asian overseas Chinese are increasingly comprised of
those bom in the host country of parents with host country citizenship and, thus, with
host country nationality.
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shown little interest in nationality issues when confronting conflict
between Southeast Asian governments and their Chinese communities.

Given the ambiguityof Chinese policystatements and the futility of
depending on policy statements to predict policy, a better guide to Chi
na's behavior is its actual policy toward the relations between ethnic Chi
nese and their host governments. An examination of Sino-Indonesian
relations over the Chinese minority in Indonesia and a dose look at the
breakdown of Sino-Vietnamese relations in 1978 reveals a distinctpattern
in Chinese policy. China has preferred that the policies of Southeast
Asian governments toward their ethnic Chinese communities not become
a conflictual issue in relations between China and the host government.
Nevertheless, when deterioration of bilateral relations over national secu
rity issues has confluenced with a domestic crisis in a Southeast Asian
coxmtry involving the overseas Chinese, Beijing has often interpreted
mistreatment of the ethnic Chinese as part of a country's overall shift to
an anti-China policy. It has responded by raising tension and welcoming
the ethnic Chinese to China, thereby disrupting the local economy. Even
so, Beijing has not been able to alter host country policy or "protect the
interests" of ethnic Chinese abroad.

In May 1959 the Indonesian government promulgated a ban on
alien participation in retail trade activities. Conservative Indonesian pol
iticians used the prohibition to appease anti-Chinese indigenous busi
nessmen, who had experienced recent commercial disappointments
and feared nationalization of businesses. Social tension was further

aggravated in August 1959 when a ban on alien (i.e., Chinese) residency
in rural areas was announced in West Java and South Sulawesi, entail
ing expropriation of land and forced resettlement of Chinese. These two
developments precipitated a societal crisis and violent anti-Sinicism
beginning in October 1959 and extending into 1960.^

Since the 1955 Bandung Conference, Sino-Indonesia relations had
been quite friendly, and Indonesia had been adopting an increasingly
anti-Western foreign policy. Thus, China first protested the ban on alien
residency in rural areas through private channels, seeking to prevent
the conflict from disrupting relations. When new Indonesian legislation
failed to appease Chinese demands, however, China increased the ten
sion, reportedly threatening Indonesia with harsh reprisals, including a
dock strike by ethnic Chinese. When this failed to alter Jakarta's policy,
Beijing again increased the pressure. On December 12, 1959, a Renmin

^The bestanalysis of the1960 anti-Chinese developments in Indonesia is J. A. C.Mackie,
"Anti-Chinese Outbreaks in Indonesia, 1959-1968/' in J. A. C. Mackie, ed.. The Chinese in
Indonesia (Honolulu: University Press of Hawaii, 1976).
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ribao (People's DaUy) editorial warning that it would be a "grievous
mistake" if Indonesian leaders thought that the ethnic Chinese "are
without any support. . . and that the Chinese government and the 650
million Chinese people would watch their compatriots be subjected to
unjustified discrimination and persecution . . . without doing any-
thing/'^ At which point. Radio Beijing attacked the Indonesian govern
ment with greater vehemence and called upon the Chinese to return to
China, thereby contributing to Indonesian economic dislocation and
inflation, especially as Chinese consular officials were careful to rediiit
the better sldlled, educated, and wealthier ethnic Chinese, regardless of
their citizenship. Nearly 100,000 Chinese left Indonesia for the PRC.^

Chinese policy was primarily motivated by the implications of Jakar
ta's ethnic Chinese policy for Indonesian politics and foreign policy.
Indonesia's discriminatory policies were promoted by generals who
likely aimed to disrupt Sino-Indonesian relations and weaken the Indo
nesian Communist Party (PKI), which, due to its political platform, was
obliged to oppose the popular anti-Chinese policies. Chinese leaders
viewed Jakarta's ethnic Chhiese policy as part of this larger scheme and,
thus, responded with retaliatory measures. Renmin ribao argued that the
policies were the actions of "certain influential forces . . . hostile to
Sino-Indonesian friendship."® By raising the tension in Sino-Indonesian
relations, it may have hoped to reduce the influence or even bring about
the ouster of these leaders from the Sukarno government.

Ultimately, however, China's pressure tactics failed and it had to
retreat. Less than two weeks after Radio Beijing invited the ethnic Chi
nese to leave for the PRC, the broadcasts stopped and Chinese Foreign
Minister Chen Yi adopted an increasingly conciliatory posture, no
longer demanding that Indonesia revoke either the trade ban or the
residency ban. Renmin ribao dropped its threats of retaliation and,
despite "the fact that the discrimination . . . has not completely
stopped," called for a joint committee to meet to promote the imple
mentation of the dual nationality treaty and merely expressed its
"hope" that Indonesia would give the ethnic Chinese the rights prom-

®Editorial, "For an Overall Settlement of the Overseas Chinese QuestionExisting Between
China and Indonesia," RMRB, December 12, 1959, FBIS, Par East, December 14, 1959,
p. AAA5.
'On PRC motivation and recruitment practices and the effect of the ethnic Chinese depar
tures on the Indonesian economy, see Mackie, "Anti-Chinese Outbreaks in Indonesia,"
pp. 87, 92, 95; David Mozingo, Chinese Policy Toward Indonesia, 1949-1967 (Ithaca, N.Y.:
Cornell University Press, 1976), pp. 171-73.
®"For an Overall Settlement of the Overseas Chinese Question," p. AAA2. For a fuller
discussion of this argument, see Mozingo, Chinese Policy Toward Indonesia, pp. 162-63.
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ised them in the treaty.^ Twenty to twenty-five thousand Chinese busi
nesses were affected by the retadl trade ban and over 15,000 Chinese had
their land expropriated and were resettled to urban areas.Nonethe
less, Beijing salvaged good relations rather than allow the conflict to
cause an irreversible shift in what was a favorable Indonesian policy
toward the PRC.

China was not so understanding in 1965-66, when the ethnic Chi
nese in Indonesia once again suffered casualties at the hands of rioting
Indonesians in the wake of the 1965 purge of the PKI from the Indone
sian government. As with the previous incident, the crucial variable was
elitepolitics in Jakarta and the implications for Indonesia's China policy.
Following the PKI's unsuccessful October 1, 1965, attempt to eliminate
military participation from the Indonesian government, Jakarta's new
nulitary leadership carried out violent reprisals against Indonesian com
munists and attacks on Chinese diplomatic groimds and personnel. For
indigenous Indonesians, the military's attack on PKI members and the
PKI's close political identification with the PRC amounted to a license
for mass attacks on ethnic Chinese, despite the party's overwhelming
indigenous Indonesian membership. Over a span of two years, mob
violence took the lives of at least 2,000 ethnic Chinese.Many more
Chinese lost their homes and businesses.

The decimation of the PKI, China's ally in the Indonesian leader
ship, and the concomitant rapid accumulation of power by right-wing
military leaders signalled the beginning of a dramatic about-face in
Indonesian foreign policy. At the end of the month Indonesian soldiers
surrounded and forcefully entered the commercial counselor's office of
the Chinese Embassy, making clear that the military, not President
Sukarno or Foreign Minister Subandrio, was managing foreign policy
and that Indonesia would end its radical strategic alignment with the
PRC. Moreover, the military formalized much of the racial anti-Sinicism
by issuing decrees harmful to local Chinese interests. Thus, whereas in
1959-60 there was some ambiguity in Indonesian elite politics and pol
icy toward China, such was not the case in 1965.

Under these circumstances, Chinese consideration for the fate of
the ethnic Chinese arose in the context of its greater concern for Jakar
ta's anti-China acts, its anti-PKI acts, and its growing friendship with

Editorial, "Seeking anOverall Settlement oftheQuestion ofOverseas Chinese Between
China and Indonesia Through FriendlyConsultation/' RMRB, January27,1960,FBIS, Far
East, January 28, 1960, pp. AAA5-8.
^°Mackie, "Anti-Chinese Outbursts in Indonesia," p. 95.
^^Charles Coppel, Indonesian Chinese in Crisis (New York: Oxford University Press, 1983),
pp. 58-59.
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the United States. A Renmin ribao editorial denounced the "full-scale
fascist outrage" ofIndonesia's "right-wing reactionary forces," but only
briefly mentioned the "appalling brutality" inflicted on the ethnic Chi
nese. Beijing's ultimate concern was that a "small handful of . . . right-
wing army menandreactionary politicians have all along beenagents of
imperialism" and that the ousting of thePKl was "engineered byU.S.
imperialism." Thenew leaders have "openly thrown themselves in the
lap of the imperialists led by the U.S. . .. and havejoinedtheir anticom-
munist, anti-China . . . alliance."^

Thus, China shaped its policy toward the ethnic Chinese to suit its
larger interests. In early November, as the political crisis was only just
escalating, China responded with a private note protesting that ethnic
Chinese schools, residences, and businesses were being ransacked." As
bilateral relations and Beijing's position in elite politics further deterio
rated, and as anti-ethnic Chinese violence continued unabated, Beijing
publicly expressed its determined opposition to Jakarta's policy with a
steady stream of protest notes. Ultimately, as in 1959-60, Beijing wel
comed the ethnic Chinese to return to China, contributing to Indone
sia's existingeconomic problems, and sent boats to Indonesia to pick up
the Chinese and take them to China.^^ Beijing was making Indonesia
pay a pricefor adoptingan "anti-China" policy and realigning with the
United States. Significantly, unlike in 1959, China now did not retreat.
The deterioration of Sino-Indonesian political relations ensured that
Beijing would maintain its pressure on Jakarta, especially in the context
of the ensuing Cultural Revolution in China.

These two cases are major examples of Chinese intervention in
Southeast Asia through the ethnic Chinese. Together they reveal the
reactive nature of PRC policy toward the overseas Chinese. Beijing did
not instigate the crises. With the exception of Chinese policyduring the
sununer of 1967,reflecting the domestic excesses of the Cultural Revolu
tion," Beijing has responded to domestic instability, and often with
great reluctance, preferring to insulate state-to-state relations from the

"Editorial, "Full-Scale Fascist Outrage," RMRB, April 16, 1966; U.S. Consulate General,
Hong Kong, Survey ofthe Chinese Mainland Press (SCMP), no. 3681, pp. 32-33.
^^The November 4 protest over the treatment of ethtuc Chinese was later reported in
Xinhua, November 22, 1965, FBIS, Par East, November 23, 1965, pp. BBB2-4.
"Nevertheless, despite the harsh treatment suffered by the Chinese, Beijing did not
broadcast appeals to the Chinese to return to the mainland. Apparently, the cost of pro
viding for the 1959-60 immigrants was exceedingly high. Ultimately, atmost 10,000 e^nic
Chinese fled to China. See Mozingo, Chinese Policy Toward Indonesia, p. 250.
"See Melvin Gurtov, China and Southeast Asia—The Politics of Survival (Baltimore: Johns
Hopkins University Press, 1971),ch. 5.
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welfare of local Chinese communities. These cases also reveal Beijing's
impotence, insofar as it has been unable to alter Indonesia's domestic
politics, its foreign policy, or its ethnic Chinese policy. Nevertheless,
when compelled by a combination of severe discrimination, absence of
host government restraints on anti-Chinese acts, and bilateral conflicts
of security interests, Beijing has responded with measures costly to the
host country, trying both to aid the local Chinese and coerce the host
government to accommodate itself to Chinese interests. This same pat
tern is evident in Chinese policy toward Vietnam in 1978.

Hanoi's treatment of the ethnic Chinese in Vietnam aroused Chi

nese attention as early as the middle of 1976, when Hanoi instituted a
severe tax which was especially directed at the ethnic Chinese.In early
1977, Hanoi began pushing Chinese residing on the Vietnamese side of
the Sino-Vietnamese border into China. It also compelled ethnic Chi
nese to accept Vietnamese citizenship, apparently in accordance with a
pre-1975 South Vietnamese fiat which Hanoi, along with Beijing, had
denounced as illegal and which was contrary to Beijing's understanding
of Vietnam's own 1955 agreement with the PRC that the Chinese in
Vietnam should "voluntarily" adopt Vietnamese citizenship. Despite
these "anti-Chinese" acts, China did not signal any meaningful opposi
tion. Sino-Vietnamese political relations were satisfactory and Hanoi
had yet to consolidate strategic relations with the Soviet Union. China
would not look for trouble by making an issue of Vietnam's ethnic Chi
nese policy.

In June 1977, however, Beijing directly expressed for the first time
its opposition to Vietnamese policy. In private talks with Vietnamese
Premier Pham Van Dong, Vice Premier Li Xiannian charged that Hanoi
"resorted to coercion" when it treated the local Chinese as Vietnamese

citizens. Li warned that "every country has the duty to protect the
legitimate rights of nationals in other countries" and that Chinese lead
ers were in an "awkward position" because Vietnam had "unilaterally
taken measures to compel Chinese to adopt Vietnamese nationality
without consulting us."^^ China still hoped to avoid conflict, yet it had
now threatened Vietnam that continued mistreatment of Chinese would

elicit a more damaging Chinese response.
This shift was not a response to the situation of the Chinese in

Vietnam, which had been deteriorating since 1976, but reflected impor-

^^This section drawson the author's The Indochina Tangle: China's Vietnam Policy, 1975-1979
(New York: Columbia University Press, 1988).
^^"Memorandum on Vice Premier Li's Talks with Premier Pham Van Dong," Beijing
Review, March 30, 1979, p. 21.
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tant changes in Vietnamese policy toward the Soviet Union. Prior to Li
Xiannian's meeting with Pham Van Dong, Hanoi had moved apprecia
bly closer to the Soviet Union. In April it joined the International Bank
for Economic Cooperation, which is a COMECON bank, and the
Soviet-sponsored International Investment Bank. A short time later,
Hanoi consolidated bilateral economic relations with Moscow by accept
ing increased Soviet aid. Improved military relations ensued as General
Giap led a successful visit to Moscow and the Soviet Union transferred
military equipment to Vietnam. Indeed, in his talks with Pham Van
Dong, Li Xiannian's foremost complaint concerned Vietnam's pro-
Soviet statements suggesting that Moscow and Hanoi shared an interest
in resisting Chinese influence in Indochina.^® It was under such circum
stances that Vietnam's ethnic Chinese policy first became an issue in
Sino-Vietnamese relations.

Through the end of 1977 and into early 1978, Hanoi continued to
step up its control over the Chinese and further consolidated Soviet-
Vietnamese relations. Chinese in Vietnam endured spiraling harass
ment and property expropriation and Hanoi intensified its efforts to
purify the border area by pushing Chinese into the PRC. In addition,
Hanoi began sending many urban Chinese to the New Economic
Zones. China responded by increasing the pressure on Vietnamese
leaders to reconsider their policy. It sent three confidential notes to
Hanoi complaining of Vietnamese "persecution" of Chinese, each note
presumably expressing growing impatience with Vietnamese "intransi
gence."^^ In Renmin ribao, Liao Chengzhi wrote, without explicitly men
tioning Vietnam, that it is "impermissible to compel overseas Chinese
to choose one nationality over another." For those Chinese retaining
PRC citizenship, it is Beijing's duty to "protect their rights and inter-
ests."2o

China's increased concern for the Chinese in Vietnam paralleled
ominous developments in Hanoi's policy toward the Soviet Union. Dur
ing early 1978, Moscow and Hanoi signed additional economic agree
ments, thus increasing Vietnamese dependence on the Soviet Union.
Moreover, Vietnam increasingly flaunted its abandonment of neutrality

^®Ibid., p. 17.
^Vietnam News Agency (VNA), June 16, 1978, FBIS, Asia-Pacific (FBIS, AP), June 19,
1978, p. E6.
^®Liao Chengzhi, 'A Critique oftheReactionary Fallacies ofthe 'GangofFour' About the
So-Called 'Overseas Relations'," RMRB, January 4, 1978, FBIS, PRC, January 5, 1978,
p. E14.
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in the Sino-Soviet conflict, challenging Beijing to obstruct consolidated
Soviet-Vietnamese economic and political relations. Yet, the controlled
nature of China's response also reflected the remaining ambiguity in
Vietnamese foreign policy. Hanoi had exercised some restraint in deal
ing with its Chinese community and it had yet to challenge directly
fundamental Chinese interests, particularly in Kampuchea. Regarding
the Sino-Soviet conflict, Hanoi had not burned its bridges to China nor
committed itself to assisting Moscow's encirclement of the PRC.

In late March, however, Vietnam banned private trade and business
in southern Vietnam. Insofar as this primarily affected the ethnic Chi
nese, Vietnamese military personnel surrounded Cholon, the Chinese
area of Ho Chi Minh City. Overnight, hundreds of thousands of Chi
nese were deprived of their livelihood. Many Chinese were forcibly
moved to the New Economic Zones. Then, in late April, Vietnam uni
fied the northern and southern currencies. Because it also placed a limit
on cash holdings, life savings were essentially confiscated when old
currency was exchanged fornew currency. Undersuchcircumstances, it
is not surprising that many Chinese fled Vietnam for the South China
Sea. What was more significant, however, was the number of Chinese
from northern Vietnam who crossed into China. Perhaps they were
influenced by discrimination in the north, by the situation in the south,
and byrumors ofwar, but Vietnam made no effort to stem the flow. On
the contrary, Hanoi had surrendered all restraint, carrying out policies
destructive to ethnic Chinese, as well as PRC interests, for the refugees
imposed severe relocation costs on Beijing.

During the early phases of Vietnam's intensified anti-China policy,
when the refugee flow was just beginning to increase, Beijing main
tained its low profile. Subsequent to the abolition of private commerce
in the South, Beijing sent its fourth secret note protesting Vietnamese
policy and Liao Chengzhi, commenting on the border crossings, said
that Chinese leaders are "concerned about this and we are watching
developments closely." Vietnam, however, unified its currency, blamed
China for the mass exodus, and incited further departures by saying
that if Chinese wanted to leave Vietnam, all they had to do was ask. By
mid-May, 5,000 Chinese were crossing the border each day. Then, on
May 12, China secretly informed Hanoi that it would end a portion of
its aidprogram and twoweeks laterit announced that it would dispatch
ships to bring the Chinese to the PRC. As in each previous case of
conflict between China and Southeast Asian countries over the ethnic
Chinese, this decision reflected a crucial stage in the crisis—Beijing
decided that the host government, in this case Vietnam, would not
reverse its policy and it was time to increase the pressure. But Hanoi
refused to allow the Chinese ships to enter ports on Beijing's terms.



156 POLITICAL LIABILITY/ECONOMIC ASSET

Thus, in late May China sent a second private note advising Hanoi that
it planned to withdraw almost all of its aid for the remaining projects;.

The Sino-Vietnamese conflict had erupted and the ethnic Chinese
issue provided the catalyst. But China's primary concern was the host
coimtry's foreign policy and its implications for Chinese security. Bor
Chinese leaders, Vietnamese policy toward the ethnic Chinese reflected
Hanoi's decision to oppose China and ally itself with Moscow. How else
to explain Vietnam's defiance of clear Chinese warnings? Moreover,
developments in Soviet-Vietnamese relations added substance to such
suspicions. Moscow's polemics encouraged Hanoi to continue this pol
icy despite Chinese opposition, and Soviet-Vietnamese high-level mfli-
tary consultations and Soviet military maneuvers in Siberia and in the
South China Sea all suggested that Vietnam and the Soviet Union were
coordinating their policies to undermine Chinese security. Deng Xiao
ping insisted that "Vietnam is leaning toward the Soviet Union, which
is the archenemy of China." A Rentnin ribao commentator observed that
Moscow was the "behind-the-scenes provocateur" of Hanoi's ethnic
Chinese policy, seeking a base in Vietnam to realize its plan for the
domination of Asia.^^

Thus, in Sino-Vietnamese relations, as in Sino-Indonesian relations
in the 1950s and 1960s, China did not initiate the crisis in Vietnam's
Chinese community. Rather, Hanoi's domestic policies, although they
undoubtedly originated from fears of PRC intentions, caused great
hardship and panic among its Chinese population. Only after China's
private, low-level warnings went unheeded and Hanoi established secu
rity relations with the Soviet Union did China react with forceful coun-
termeasures, making Hanoi pay a price for its Sovietpolicy. Alsosimilar
to its relations with Indonesia, despite its ties with the Chinese in Viet
nam and its coercive tactics, Beijing was unable to alter Vietnamese
foreign policy or its treatment of the ethnic Chinese.

Equally significant for understanding Chinese policy are those
times when Beijing failed to respond to domestic instability in South
east Asia involving Chinese communities. Such was the case when the
Malay Communist Party (MCP), which had a primarily ethnic Chinese
membership, led an armed insurgency against the British colonial
authorities in Malayain the late 1940s and early 1950s. The bulk of MCP

^^Not until July did China send the final perfunctory note informing Hanoi that the entire
aid program was canceled and that Chinese advisers would be withdrawn. The secret
notes were released by Hanoiin VNA, June 17, 1978, FBIS, AP, June 19, 1978, pp. K5-8.
^Nation Review (Bangkok), June 9,1978, FBIS, PRC, June 9, 1978, pp. All-15; Commenta
tor, "Soviet Lies Cannot Cover Up Fact," RMRB, June 10,1978, FBIS, PRC, June 12, 1978,
p. A14.
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economic and political support came from rural Chinese and better-
educated Chinese in Malaya, both of which believed themselves to be
suffering from government and societal biases against Chinese activi
ties.^ The situation was presumably perfect for the new and presum
ably radical Chinese government topromote revolution by appealing to
Malaya's ethnic Chinese. Nevertheless, although the Chinese Commu
nists supported the insurgency and probably helped to persuade the
MCP to move to guerrilla warfare in 1948,^^ the PRC recognized that it
was vmable to take advantage of its ties with the ethnic Chinese. Beij
ing's strongest statements merely exhorted the Chinese minority to
"unite together and continue the struggle for their proper rights and
interests." By 1951, although the war continued apace, even such lim
itedencouragement ofethnic Chinese activism was replaced byconcern
for iimocent Chinese killed by the authorities and the growing number
of refugees. China had narrowed its focus to the Chinese minority's
immediate welfare, rather than its revolutionary potential.^s

Such Chinese detachment was based on two factors. First, the
Malay population interpreted the dominant role of ethnic Chinese inthe
MCP as proof that the party represented Beijing's interests rather than
Malay interests. Active PRC encouragement ofethnic Chinese participa
tion in the insurgency would merely have reinforced such suspicions,
undermining China's ultimate objective of ousting the British from
Malaya. Second, although the MCP's base of support was the Chinese
community inMalaya, the insurgents often turned their brutal methods
on the local Chinese. Thus, Beijing's supportfor ethnic Chinese partici
pation in the insurgency would not only have damaged the popularity
of the MCP, but it would have also damaged Beijing's ties with the
overseas Chinese.^^ Taiwanand the British authorities would have likely
been the only beneficiaries. Undoubtedly to its great disappointment.

^^For a discussion of the social bases of support for the MCP, see ^Actor Purcell, The
Chinese inSoutheast Asia, 2ded. (New York: Oxford University Press, 1965), ch.34; Stanley
S. Bedlington, Malaysia and Singapore: The Building of New States (Ithaca, N.Y.: Cornell
University Press, 1978), pp. 77-81. The most comprehensive discussion of the background
of MCP recruits is Lucian W. Pye, Guerrilla Communism in Malaya: Its Social and Political
Meaning (Princeton: Princeton University Press, 1956).
^^Bedlington, Malaysia and Singapore, p. 77; Jay Taylor, China and Southeast Asia: Peking's
Relations with Revolutionary Movements, 2d ed. (New York: Praeger, 1976), pp. 257-59. Q.
Stephen Fitzgerald, China and the Overseas Chinese: A Study of Peking's Changing Policy,
1949-1970 (Cambridge: Cambridge University Press, 1972), p. 92.
^®Fitzgerald, China and the Overseas Chinese, pp. 94-97.
^R)r a discussion of the attitude of both Malaysand local Chinese to the MCP insurgency,
seePurcell, Chinese inSoutheast Asia, pp. 333-36; Bedlington, Malaysia and Singapore, p. 76.
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Beijing was unable to help the insurgency by encouraginglocalQiinese
participation.

Malaysian Chinese once again attracted Beijing's attention in May
1969 when hundreds of Chinese were nuudered during two weeks of
mass violence. Nevertheless, China failed to respond. Indeed, when
discussing the rioting, China usually conspicuously failed to point out
that it was the ethnic Chinese who were suffering.^^ That these were
clearly spontaneous riots occurring without official support or instiga
tion must have affected Beijing's detached response. Moreover, the
escalation of Sino-Soviet border hostilities in the spring and summer of
1969 undoubtedly preoccupied Chinese leaders and they were not
about to look for trouble in Malaysia.

Another case of PRC detachment occurred when anti-Chinese riots
broke out in Indonesia in 1963. Compared with Indonesian attacks on
Chinese in 1959-60, the violence directed at ethnic Chinese in 1963
caused more casualties and greater property damage. Nevertheless,
Beijing preferred to stress the excellent state of Sino-Indonesian rela
tions, for in recent years the "Jakarta-Beijing axis" had advanced PRC
policy toward both the Soviet Union and the United States. Chinese
leaders were satisfied with Sino-Indonesian relations and, unlike in
1959-60, early Indonesian leadership opposition to these apparently
spontaneous mass riots reassvued Beijing that the riots did not portend
a shift in Indonesian foreign policy. When the Chinese ambassador met
with Indonesian Foreign Ministry officials, he was assured that Jakarta
was firmly committed to ending the riots and to giving relief to "victim
ized" Chinese nationals.^ Thus, the Renmin ribao observer insisted that
"imperialism," rather than its domestic allies, had instigated the anti-
Chinese riots and it praised Jakarta's efforts to resist the "intrigues of
imperialism and the reactionaries." '̂ Beijing did not permit the crisis in
Indonesia's ethnic Chinese community to upset Sino-Indonesian
friendship.'"

See, e.g., Xinhua, May 29, 1%9, SCMP, no. 4430, p. 30; Xinhua, June20, 1969, SCMP,
no. 4444, pp. 22-23. The oneaccount that accurately reported therioting as anti-Chinese
isXinhua, May 20,1%9, FBIS, Communist China, May 20, 1969, pp.Al-2. R)r a discussion
of the rioting, seeBedlington, Malaysia and Singapore, pp. 146-47.
'"Xinhua, May 22, 1963, SCMP, no. 2987, p. 24.
"Observer, "Support Indonesia's Efforts to Smash Imperialist Scheme of Subversion,"
RMRB, May 30, 1963, SCMP, no. 2993, pp.22-23. The origins ofthe riots and thegovern
ment response is discussed in greater detail in Mackie, "Anti-Chinese Violencein Indone
sia," pp. 97-110.
""China responded in a similarly detached maimer to minor anti-Chinese outbursts in
Indonesiain 1973, 1974, and 1980. See LeoSuryadinata, China and theASEAN States: The
Ethnic Chinese Dimension (Singapore: Singapore University Press, 1985), pp. 37-38.
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Finally, ethnic Chinese also suffered the brutality of Kampuchea's
Pol Pot government between 1975 and 1978. As many as 200,000 Chi
nese may have died in Kampuchea during this period.^^ Nevertheless,
there was not one PRC radio broadcast which expressed sympathy for
the Chinese and there is no evidence that Beijing ever discussed with
Khmer Rouge leaders their treatment of the ethnic Chinese. Once
again, China was prepared to forsake the welfare of the Chinese in the
interest of good relations with the host country. The Khmer Rougewere
China's vital and only security partner in Indochina during this period
of consolidating Soviet-Vietnamese relations.

Contribution to the Four Modernizations

As China has moved from the politics of revolutionary activism to
the policies of pragmatic modernization, it has taken the initiative to
utilize the material and intellectual resources of the ethnic Chinese
minorities around the globe, particularlythose in Southeast Asia, who
were once berated as bourgeois capitalists and deprived access to the
promised fruits of the Chinese revolution. The Chinese media is now
full of appeals to the ethnic Chinese abroad to express their patriotism
for the motherland. A specialoverseas edition of Renmin ribao has been
issued which uses the traditional Chinese characters more familiar to
Chinese outside the mainland. Essentially, Beijing is now competing
with both Taiwan and the Southeast Asian governments for the various
intellectual and financial resources of Chinese worldwide.

This focus on the ethnic Chinese is one aspect of Beijing's renewed
emphasis on UnitedFront policies. Harking back to both the revolution
ary period and the 1950s, Chinese leaders seek to unite with whatever
groupsare willing to contribute to the interests of the motherland. As in
earlier periods, a central focus of the contemporary United Front policy
is China's intellectuals, but other such patriotic groups include the
"national bourgeoisie," many of whom are Chinese with relatives
abroad, returned ethnic Chinese, and ethnic Chinese abroad, regardless
of whether or not they are Chinese citizens. In the late 1970s, a major
focus of the United Front was resisting Soviet hegemonism, and ethnic
Chinese abroad were encouraged to do their part. Liao Chengzhi
insisted that insofar as "we must exert our greatest effort to form the
broadest possible United Front against hegemonism . . . how could
there be any reason to exclude . . . overseas Chinese abroadand friends

^^For a demographic analysis of Kampuchea under Pol Pot, see United States Central
Intelligence Agency, Kampuchea: A Demographic Disaster (Washington, D.C.: U.S. Govern
ment Printing Office, 1980).
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of foreign nationalities who are of Chinese descent?"32 In recent years
Beijing's preoccupation with the Soviet Union has receded, but Chinese
leaders have retained their interest in the ethnic Chinese abroad for two

other important objectives—reunification of Taiwan with the mainland
and the realization of the Four Modernizations.

Regarding Taiwan, Beijing's focus on ethnic Chinese abroad reflects
one aspect of its larger effort to bring about unification by persuading
the Taiwan leadership of the mainland's benign features and benevolent
intentions. Beijing encourages more and more Chinese to visit the main
land, particularly those from Taiwan, to witness the cleansing of radical
influences and the improved standard of living of their relatives. On the
one hand, this open-door policy aims to bolster Taipei's confidence in
the mainland's political reliability and to break down the resistance on
Taiwan to negotiating with the Chinese communists. At the same time,
these same efforts aim to convince Chinese outside the mainland of

Chinese pragmatism and sincerity, thus complementing Beijing's diplo
matic efforts to isolate Taipei, pressuring it to open negotiations on Uni
fication.

The policy of the Four Modernizations, however, is the primary rea
son for Beijing's interest in the ethnic Chinese in Southeast Asia. Chi
nese leaders are clearly concentrating on the potential financial
contribution of approximately 30 million Chinese citizens and foreign
nationals of Chinese origin living abroad to accelerate Chinese devel
opment.^ Remittances alone by individual Chinese can amount to a
substantial sum. Moreover, many of the Chinese abroad, in comparison
with both the indigenous population and, in particular, with the main
land population, are often well educated and wealthy. A dated estimate
reports that ethnic Chinese in Southeast Asia, excluding Hong Kong,
controlled well over 16 billion U.S. dollars in 1975. The value is
undoubtedly far greater today. The human resources are also valuable.
The percentage of students that are ethnic Chinese in Southeast Asian
universities far exceeds the ethnic Chinese representation in the general
population. Similarly, ethnic Chinese are over-represented in
management-level positions in Southeast Asian governments and busi
nesses.^ Thus, there are many ways for China to benefit if it can attract
ethnic Chinese participation in Chinese modernization.

^^Liao, "Critique ofReactionary Fallacies," p. E15.
^^angZhengyan, "Overseas Relations Are a Good Thing," Renmin ribao, June 24, 1986,
FBIS, PRC, July 1, 1986, p. K14.
^Yuan-li Wu andChun-hsi Wu, Economic Development inSoutheast Asia: The Chinese Dimen
sion (Stanford, Calif.: Hoover Institution Press, 1980), pp. 33-37.
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Chinese leaders have not been shy about their economic interest in
the ethnic Chinese. It has little to do with concern for the welfare of

their compatriots abroad. Just the reverse, reflecting an interest in the
mainland's welfare and a clear attempt to attract ethnic Chinese money
to help build China. Indeed, in 1985 Ye Fei, chairman of the Overseas
Chinese Committee of the National People's Congress, encouraged
returned overseas Chinese to "take the lead in becoming rich" and to
"introduce more capital, recruit more gifted people, and import more
advanced technologies and facilities for . . . economic construction" by
"taking advantage of their extensive ties with Overseas Chinese."^
Guangdong, with its large number of Chinese with relatives abroad,
insists that the overseas Chinese "must . . . actively play the role of
serving as the bridge in introducing capital and advanced technology
and equipment."^

To promote its economic modernizationplans, as well as a favorable
image in Taiwan, China has developed a host of policies with the
explicit purpose of restoring ties with overseas Chinese.During the
Cultural Revolution, overseas Chinese who had returned to the main
land, Chinese with relatives abroad, and Chinese living abroad were all
vilified as class enemies. Returned overseas Chinese and Chinese with
relatives abroad suffered greatlyas their lifechances and personal liveli
hood drastically deteriorated. Persecution was common and personal
possessions were confiscated and destroyed. Thus, paralleling Beijing's
domestic efforts to restore trust in the Chinese Communist Party, since
the death of Mao it has carried out an attack on past policy toward
overseas Chinese, appealing to Chinese abroad to recognize that China

^Zhongguo Xinwen She, January 26, 1985, FBIS, PRC, January 29, 1985, p. K7.
^Guangdong Provincial Service, March 29, 1979, FBIS, PRC, April 4, 1979, pp. P3-4.
^^In the following discussion, China's overall ethnic Chinese policy is discussed, rather
than its specific policies towardindividualcountriesor towardthe region. This is because
China's portrayal of its policyhas not differentiated the ethnic Chineseby country or by
regionregarding their expected role in the Four Modernizations. Similarly, there is little
discussion of the specific amount of ethnic Chinese investment in China or of remittances
to China originating from particular Southeast Asian countries. Neither the Southeast
Asian countries nor China releases the complete data on these subjects. As a result, many
of the economic figures on the overseas Chineseare skewed because they include capital
transfersoriginating fromthe ethnic Chinesein Hong Kong, the leadingsourceof ethnic
Chinese capital entering China. Nevertheless, ethnic Chinese who reside in Southeast
Asian countries are an important source of capital entering Hong Kong. For Southeast
Asian Chinese who feel more secure when their money is abroad. Hong Kong has been
the favored monetary haven. Once their financial resources reach Hong Kong, its owner
ship is disguised, or "laundered." See Yuan-li Wu and Chun-hsi Wu, Economic Develop
ment in Southeast Asia: The Chinese Dimension (Stanford, Calif.: Hoover Institution Press,
1980), pp. 43, 94-96.
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is changing its ways and can once again be looked upon as the friendly
motherland.

Liao Chengzhi kicked off Qiina's new policy in early 1978with what
amoxmted to a searing indictment of Cultural Revolution policies and of
the ideological basis for treating overseas Chinese as class enemies.® Lin
Biao and the Gang of Four had "perpetrated serious discrimination"
against returned overseas Chinese and the relatives of overseas Chinese,
treated them as enemies, and made unfounded charges against them.
Under the Gang of Four, contacts with overseas Chinese entailed "illicit
relations" and accepting remittances meant "taking to the bourgeoisie
way of life." But Liao maintained that the Cultural Revolution "has coine
to a victorious conclusion. . . . The situation through the country is excel
lent, and so is . . . the work on overseas Chinese ^airs." He assured the
Chinese living abroad that now no discrimination would be permitted.
On the contrary, they were welcomed to participate in the United Front in
buildingChinaand opposing hegemonism, and they werepromised that
China would give "appropriate consideration according to their special
needs." Renmin rihao joined in on the attacks on Gang ofFour policy ^d
insisted that the interests of overseas Chinese would now be protected
and that overseas Chinese were welcome to return to the motherlandl®

The specific economic component of Beijing's policy includedforth
right appeals to ethnic Chinese abroad to express their patriotism for
the motherland by contributing to the Four Modernizations. In his first
New Year's message directed at the overseas Chinese in Southeast .^ia
since the Cultural Revolution, Liao Chengzhi observed that the "patri
otic front of the vast number of patriotic compatriots abroad is expand
ing." In order to surmount great difficulties, China "must unite at
home and abroad ... so that the great motherland can advance better
and faster on the road of the Foiur Modernizations." True patriots con
tribute to the mainland, Liao implied, for overseas Chinese "concern
for the motherland's modernization reflects thek patriotic feeling. '̂*"
Such patriotic pressures permeate all mainland discussions of the
importanceof the overseas Chinese in PRC modernization. In so doing,
Chinese leaders clearly hope to keep alive or rekindle overseas Chinese
identification with the mainland, rather than passively permit total
identification with either Taiwan or thek host countries, in order to
maximize thek potential contribution to the Chinese economy.

^Liao, "Critique ofReactionary Fallacies," pp. Ell-21.
^Beijing Review, January 20, 1978, pp. 14-16.
Beijing inMandarin to Southeast Asia, December 31, 1979, FBIS, PRC, January 4,1^,
pp. Ll-4.
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Yet, it would take more than mere words to convince the overseas
Chinese that the mainland had really changed and could now be trusted
and thus elicit their contribution to modernization. Most ethnic Chinese

abroad have relatives in China whom they help by sending remittances.
These relatives in China form a network reaching out around the world to
expertise and wealth. As Renmin ribao put it, they are "linked to tens of
thousands of compatriots throughout the world; bringing their role into
play is of major importance for . . . promoting the Four Moderniza
tions."^^ For Chinese abroad, their view of the mainland is heavily col
ored by the quality of life of their relatives on the mainland. The extent
that they are willingto contribute to Chinese modernization is dependent
on the impact their contribution will have on their relatives. Hence, Bei
jing has gone a long way toward trying to promote the economic well-
being of returned overseas Chinese and the relatives in China of overseas
Chinese.

A major aspect of this policy entailed reexamining cases of unjustly
accused overseas Chinese and making restitution to returned overseas
Chinese whose housing had been confiscated prior to the fall of the
Gang of Four. By 1986, more than 33,000 wrongly accused cases from
the Cultural Revolution period had been readdressed. In Mei county,
Guangdong province, alone, the class status of 2,100 relatives of over
seas Chinese had been changed by early 1979. In earlier years, overseas
Chinese did not dare risk visiting their families in China for fear of
bringing troubles on them. Now Beijing clearly hoped to quell such
fears.^

China's policy regarding the retxim of housing arose from similar
motives. Prior to the Cultural Revolution, ethnic Chinese in Southeast
Asia contributed to the mainland economy by providing funds for
building housing for their relatives in China. Thus, returned overseas
Chinese and the relatives of Chinese abroad often had better housing
primarily financed by remittances from relatives abroad. During the
Cxiltural Revolution, however, most of this housing was confiscated,
undermining the confidence of Chinese abroad that the Communist
Party would protect their contributions to family members in China.
Thus, Beijing placed great emphasis on returning housing to the benefi
ciaries of overseas Chinese contributions in order to restore confidence
in the mainland. Party Secretary Hu Yaobang argued that it was

^^Editorial, "Great Prospects for Overseas Chinese Work in the New Period," RMRB,
January 3, 1983, FBIS, PRC, January 5, 1983, pp. K20-22.
^Xinhua, February 23, 1986, FBIS, PRC, February 24, 1986, pp. K20-21; Xinhua, April26,
1979, FBIS, PRC, May 2, 1979, p. P4.
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"imperative" to "actively solve" this issue. Guangdong considered
returning confiscated homes the "key" and "most important aspect" of
its overseas Chinese policy. By September 1982, China reported that 72
percent of such homes had been returned. In 1984, Taishan County,
Guangdong, had allocated $500,000 to the work of returning homes arid
since 1979 it had retxirned nearly 4,500 homes to their original owners.
In Beijing, over 3,000 homes were returned by 1984.^ Chinese leaders
were clearly improving the climate for Chinese abroad to contribute to
modernization.

An equally significant part of this effort has entailed rebuilding the
various organizations in China responsible for overseas Chinese affairs.
The most important of these is the Overseas Chinese Affairs Office of the
State Council, but other such organizations include the Overseas Chinese
Group of the Chinese People's Political Consultative Conference and the
All-China Federation of Returned Overseas Chinese, one of China's six
mass organizations designed to speak on behalf of the returned overseas
Chinese and provide assistance to them. The Sbcth National People's
Congress established a new committee of Overseas Chinese Affairs in
1983. Just as important as the organizations is their leadership. Liao
Chengzhi had been a leading figure in overseas Chinese affairs since the
1950s and was director of the Overseas Chinese Affairs Office under the

State Council until his death in 1983. Liao had excellent nationalist cre

dentials, not least because his father, until he was assassinated in 1925,
was Sun Yat-sen's closest colleague. Liao Chengzhi was succeeded as
director of the Office of Overseas Chinese Affairs by his son Liao Hiai.
Moreover, the office has been staffed by overseas Chinese from throu^-
out Southeast Asia, includmg Deputy Director Lin Shuilong, an overseas
Chinese from Indonesia who returned to China in 1952, and Vice Minis
ter Zhuang Xiquan, a returned overseas Chinese who had lived in both
the Philippines and Singapore. The Overseas Chinese Group chairman is
Zhuang Mingli, a returned overseas Chinese from what is now Malaysia.
The holding of important leadership positions in China by such overseas
personages builds confidence among Chinese abroad that Beijing no
longer considers them outcast bourgeoisie and that there is less risk in
committing themselves and their resources to the mainland.

'^Hu'scomment isin Zhongguo Xinwen She, April 18, 1984, FBIS, PRC, April 18,1984, pp.
Kl-2. On Guangdong, see Guangdong Provincial Service, March 24, 1984, FBIS, PRC,
March 27, 1984, p. PI.
^Zhongguo Xinwen She, January 16, 1983, FBIS, PRC, January 18, 1983, pp. K5-6; China
Daily, October 19, 1984, p. 1.
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WhUe improving the climate for overseas Chinese involvement in
modernization, Beijing has also adopted a numberofmorespecific poli
cies to encourage overseas Chinese contributions to the Chinese econ
omy. This has taken place on three levels. The first is overseas Chinese
remittances to relatives and individual contributions by overseas Chi
nese tourists. The secondis cooperative commercial projects established
by overseas Chinese and theirrelatives in China. The thirdlevel aims to
attract large-scale investment in China's major projects in industry and
the services sector.

Remittances can make a great difference to the welfare of Chinese
families with relatives abroad. For example, such Chinese often live in
betterhousing and have newer bicycles and more jewelry. In the 1950s,
remittances to Taishan County equalled 120 percent of the county's
annual agricultural produce.Remittances can also contribute to Chi
na's foreign reserve holdings as theyaredeposited into special accounts
and redeemable only in special stores. Thus, the Chinese Communists,
like theirmany predecessors, have focused attention on attracting remit
tances from overseas Chinese. Beijing has reopened the banks and the
special stores for Chinese with remittances from abroad, allowing a
great improvement in the standard of living of relatives ofoverseas Chi
nese on the mainland through purchases of televisions, stereos, air con
ditioners, and other such luxurygoods, while also accumulating foreign
reserves. Similarly, China encourages overseas Chinese to invest funds
for the construction ofpublic welfare works. In so doing, it is appealing
to traditional Chinese values to encourage Chinese abroad to contribute
to the status and well-being of their ancestral villages. As Liao Hui
argued, China should assist those Chinese abroad with the "desire to
enable their relatives ... to become better off as soon as possible."^ As
a result of these efforts, remittances from abroad have increased each
year since the fall of the Gang of Four. In 1979 China received $400
million in remittances, of which nearly $100 million went to Fujian, far
exceeding the amount of the province's foreign investment. Otherprov
inces besides Guangdong and Fujian, which have a disproportionately
large share of Chinese with relatives abroad, have benefitted from the

Parish and Martin K. Whyte, Village andFamily in Contemporary China (Chicago:
University of Chicago Press, 1978), pp. 26-27. For a discussion of the contrast between
villages with and without access to large amounts of remittances, see Elena S. H. Yu,
"Overseas Chinese Remittances in Southeastern China," China Quarterly, no. 78 (June
1979), pp. 339-50.
^Zhongguo Xinwen She, March 18, 1985, FBIS, PRC, March 20, 1985, pp. K14-15. Also see
Guangdong Provincial Service, March 24, 1986, FBIS, PRC, March 27, 1986, pp. Pl-2.
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new policy. Between 1977 and 1985, Sichuan, for example, received
nearly $15 million in remittances.^^

China's foreign reserve holdings have also benefited from increased
deposits by ethnic Chinese abroad in PRC overseas banks. Although
most of the deposits are in Hong Kong and Macao banks, the coimtryof
origin is impossible to determine. Of the ASEAN countries, only Singa
pore hosts a branch of the Bank of China. In 1980, such deposits in
Chinese banks exceeded$5 billion, up 39 percent from 1979.^

Overseas Chinese are also being encouraged to visit China as toiur-
ists. They pay the same inexpensive rate as local Chinese for domestic
transportation, they have access to special hotels, and they do not need
visas to enter the country, regardless of their country of residence. Tour
ist agencies have been revitalized and have been organizing tours for
overseas Chinese to return to their home villages. As a result of these
efforts, since 1976 overseas Chinese tourists have added to China's for
eign reserves. The number of such tourists, excluding those fromHong
Kong and Macao, has increased by more than 225 percent between 1978
and 1982. In the five years of 1980-84, overseas Chinese tourists pro
vided more than $2 billion to the Chinese tourist industry. Hainan
Island, for example, experienced nearly an 85 percent increase in for
eign exchange from overseas Chinese tourists.^'

Qearly, the absolute amount of remittances, tourist spending, and
bajikdepositsof foreign currencies is small compared with China's total
foreign reserves. Nevertheless, the benefit of these funds should not be
overlooked. In those provinces with large numbers of Chinese with rel
atives abroad, particularly Fujian and Guangdong, these funds can
make a significant difference in modernization plans. With decentral
ized investment responsibility, these provinces can import a substan
tially greater amount of industrial equipment than if such capital were
not available. Similarly, counties and villages are able to experience a
meaningful improvement in their standard of living due to remittances
from abroad. Moreover, this indirectly benefits the central and provm-

'̂'Suryadinata, China and the ASEAN States, p. 75; China Business Review, September-
October, 1980, p. 10; Sichuan Provincial Service, October 19, 1985, British Broadcasting
System, Survey ofWorld Broadcasts: The Ear East (SWB/FE), October 20, 1985, p. A17.

Kung Pao (Hong Kong), March 6, 1981, FBIS, PRC, March 10, 1981, p. Ul. Neverthe
less, most ofthese funds areprobably deposited bymainland-owned businesses in Hong
Kong and are not remitted to the PRC.
• '̂State Statistical Bureau, People's Republic of China, Zhongguo Tongji Nianjian, 1985 (Chi
nese Statistical Yearbook, 1985) (Beijing: State Statistical Publishing Co., 1985), p. 520;
China Daily, September 29, 1984, p. 4; SWB/FE, February 15, 1984, p. A5.
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cial governments, because these independent sources of local revenue
ease their responsibility for maintenance of local programs.

In the cooperative sector, Beijing is encouragingthe establishmentof
commercial enterprises established jointly by Chinese abroad and their
relatives in China. A conference of provincial-level directors of Overseas
Chinese Affairs offices held that "support should be given to those spe
cialized households among the returned overseas Chinese and the
dependents of overseas Chinesewho are developing productionwith the
help of their relativesabroad so that they can become well off first." Liao
Hui maintained that China should "bring into full play the superiorityof
overseas Chinese counties ... in running township enterprises assisted
by . . . relatives abroad."5o Beijing is thus encouragingwealthier overseas
Chinese to contribute great sums of capital to develop local industry. For
coimties with large numbers of relatives of overseas Chinese, this has
been one of the most successful aspects of Beijing's promotion of over
seas Chinese contributions to the Chinese economy. Since 1979 close to
3,CKX) such cooperative enterprises have been established. Between 1979
and 1983, one-third of the foreign investment in Fujian was made by
ethnic Chinese.^^ In 1984, in Nanhai Coxmty, Fujian, 80 percent of the
cooperative enterprises were jointly run with ethnic Chinese abroad. One
such cooperative is China's largest dairy farm and nulk-product process
ing plant. Another is reported to be the largest chicken farm in Asia.^^

The third level of overseas contribution to PRC modernization

involves major investment in joint ventures for large-scale construction
projects. In this area, the overseas Chinese play the same role as large
Western corporations; both have the potenti^ to make a significant dif
ference in the pace of Chinese modernization. Nevertheless, Beijing
hopes to capitalize on the crucial ethnic difference and, thus, encour
ages large firms owned by ethnic Chinese abroad to invest in the main
land economy. Many of the attractions that China offers to individual
overseas Chinese apply to these corporate investors as well. Appeals to
patriotism, restoration of Chinese credibility, and the welfare of the clan
all promote a willingness to invest in China on the part of all Chinese
abroad. For wealthy investors, however, Beijinghas gone an extra step
by giving them preferential treatment not granted to their Western coun-

^°Xinhua, April 22, 1984, FBIS, PRC, April 23, 1984, pp. K7-8; Zhongguo Xinwen She,
March 18, 1985, FBIS, PRC, March 20, 1985, pp. K14-15.

Mino, "Discussing the Problem of Absorbing Overseas Chinese Investment," Fujian
Luntan (Fujian Forum), no. 6 (1983), JPRS, China: Economic Affairs (CEA), May 2, 1984,
p. 91.
^^China Daily, January 10, 1986, p. 2; PRC Quarterly, July 1984, p. 214; JPRS, CEA, August
29, 1984, p. 112.
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terparts. In this way, not only are overseas Chinese investors given a
favorable investment climate, but their special treatment is a further
reminder of their ethnicity and of their responsibUity to their fellow
Chinese on the mainland.

The most common forms of preferential treatment are tax exemp
tions and reductions. Normally, overseas Chinese receive three-year tax
exemptions and a 50 percent reduction for the initial four years in joint
ventures with state corporations. Fujian has gone even further, report
edly offering full tax exemption for the first five years and a 50 percent
reduction for the next five years. It also provides a 50 percent reduction
in land-use fees and permits employment priority to relatives of over
seas Chinese.addition to such financial preferences, Beijing has
provided other incentives, such as permitting overseas Chinese to open
the first foreign law office in Beijing. The Shenzhen Special Economic
Zone is offering the most ambitious program for overseas Chinese. It is
planning a special area—an overseas Chinese town. Its five-year plan
envisions accommodations for up to 50,000 overseas Chinese tourists
and workers, with centers for the production of such goods as textiles,
electronics, and precision machinery. 54

Partially as a result of Beijing's special efforts, overseas Chinese have
made large-scale investments in the mainland, often stealing the head
lines from their Western coimterparts. Although it is impossible to deter
mine what percentage of overseas Chinese investment is by Hong I^ong
residents, the overall figures suggest that a valuable contribution is made
by Chinese from throughout Southeast Asia. One of the biggest projects
in China is a Fujian oil refinery. It is financed with $700 million from
overseas Chinese investors. Indeed, much of China's foreign investment
is made by overseas Chinese. In 1983, for example, overseas Chinese
were responsible for 65 percent of joint ventures involving foreign capital.
To the extent Shenzhen has been a success, it is primarily due to overseas
Chinese investment. By June 1984, Shenzhen had signed 2,700 agree
ments valued at $1.8 billion. Ninety percent of these agreements were
with overseas Chinese.55

China's renewed effort to mobilize foreign ethnic Chinese contribu
tions to the Foxir Modernizations has not gone without domestic opposi
tion. Similar to the problem affecting other reform policies, many cadres

^^Asian Wall Street Journal November 15 and 16, 1985, pp. 1, 6. China Economic News,
November 5, 1984, p. 3; China Economic News, November 22, 1984, p. 7.
^China Daily, May 13, 1985, p. 3; China Daily, December 19, 1985, p. 2; China Daily,
January 25, 1986, p. 1.
^^World Press Review, February 1986; China Market, August 1983; China Business Review,
November-December, 1984, p. 34. Also see New York Times, April 10, 1979, pp. 1, 9.
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had been reluctant both to readdress past wrongs, particularly in regard
to housing, and to grant special privileges to returned overseas Chinese
and relatives of Chinese abroad. Hu Yaobangcharged that cadres afflicted
with lingering erroneous leftist thinking remained prejudiced and were
guilty of carrying out "unequal political treatment" and excluding
returned overseas Chinese from the party and from important positions
for which they are qualrfied.^^ In 1984, at the Third National Congress for
returned overseas Chinese, Ulanhu reported that "major resistance to the
implementation of the policies for overseas Chinese affairs remains the
pernicious remnant influence of the 'left.'" Many cadres feel the policy is
"rightist deviation." Thus, the task of eliminating such "pernicious influ
ence is very difficult."^^

Nevertheless, despite such domestic opposition, Chinese leaders
have gone a long way toward reversing past policy and attracting the
support of ethnic Chinese abroad. The mere contrast of contemporary
efforts with past policy is sufficient to restore much of the goodwill that
China squandered over the previous ten years. The economic and tour
ist statistics reveal the growing role of the ethnic Chinese abroad in
mainland economic development and suggest that Beijinghas rekindled
much of their patriotism and their interest in supporting the "mother
land."

Conclusion

Two conclusions stand out in this discussion of China and the eth

nic Chinese in Southeast Asia. First, the direct security relationship
between China and the ethnic Chinese should be little cause for con

cern. Far from being a strategic asset for China, the Chinese in South
east Asia have been a political liability. Host government concern for the
loyalty of their ethnic Chinese communities has led to policies inimical
to the interests of the local Chinese, precipitating Chinese involvement
in domestic developments. Ultimately, such involvement has clearly
been detrimental to friendly and stable bilateral relationships between
China and the host government. It is no wonder that more often than
not China has ignored discrimination against its citizens abroad in the
interest of foreign policy objectives. Moreover, the deep suspicion on
the part of regional leaders of PRC contacts with local Chinese commu
nities has frequently blocked Beijing's efforts to compete with the Soviet
Union for the friendship of host governments.

^Xinhua, July 7, 1981, FBIS, PRC, July 9, 1981, p. K2. Also see Wen Wei Po (Hong Kong),
November 1, 1981, FBIS, PRC, November 5, 1981, p. 01.
'̂̂ Xinhua, April 11, 1984, FBIS, PRC, April 16, 1984, p. KIO. For a recent report, seeYang

"Overseas Relations Are a Good Thing," pp. K13-16.
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China's failure to take advantage of the ethnic divisions does not
reflect a benevolent interest in accommodating the concerns of regional
governments. There is little charity in Chinese foreign policy. Rather,
China's inability to manipulate the ethnic Chinese to the disadvantage
of the Southeast Asian states reflects its inherent weakness. Its distance
from the region's least assimilated Chinese in Malaysia and Indonesia,
its inability to project its power far beyond its borders, and the lack of
appeal of the mainland's economy and political system to Southeast
Asia's capitalist Chinese combine to leave Chinese leaders little choice
but tom^e thebest of thePRC's inescapable impotence. Despite their
suspicions, regional leaders are well equipped to thwart any attempt by
China to challenge their authority over their Chinese communities.

Should Chinese influence in Southeast Asia expand during the next
twenty years, however, its policy may become less insipid. When capa
ble, nations have shown little reluctance to aggravate their adversaries'
ethnic divisions. Indeed, the PRC has had to contend with Soviet machi
nations among China's minorities living along the Sino-Soviet border.
Similarly, as China's presence in Southeast Asia grows, it may very well
develop the economic, political, and military resources required to imder-
mine the domestic authority of Southeast Asian governments. In such
circumstances, it will also be able to take advantage of, if not also aggra
vate, ethnic tensions to its political advantage. Thus, as in the past, for
the foreseeable future, PRC relations with ethnic Chinese in Southeast
Asia pose little direct political challenge to the host governments. The
long-term future, however, is less certain.

Although past Chinese behavior has been ineffectual and despite
the fact that most Chinese abroad view communism as inimical to their

economic and political interests, host governments in Southeast Asia
still have very valid security concerns regarding their Chinese commu
nities. Regar^ess ofthe potential for international backing for domestic
minorities, such as China's reputed support for rebellious activity
among Southeast Asia's overseas Chinese communities, multiethnic
states are particularly prone to domestic instability. Disaffection on the
part of minorities, even in the absence of an historic "motherland,"
often leads to civil war and opportunities for meddling by adversaries,
regardless of their national ethnicity. Thus, simple prudence demands
that Southeast Asian governments take steps to minimize the disruptive
potential of their Chinese communities.

Thus, even if China were far less powerful, far more distant, and
ideologically allied with the Southeast Asian countries, the ethnic Chi
nese would stiQpose a security problem for the host governments. The



ROBERT S. ROSS 171

issue is less one of the PRC and more an issue of ethnic minority assimi
lation, a policy issue faced by all multiethnic states.

That China is not the immediate source of the security threat posed
by the ethnic Chinese in Southeast Asia does not mean that there are no
groxmds for conflict between the PRC and regional governments over the
Chinese minority populations. States pursuing strictly defensive policies
often elicit hostile responses from other states. Southeast Asian states,
when their strategic relations with China are adversarial, can expect
China to retaliate when they pursue policies detrimental to the interests
of their Chinese communities. This clearly raises the risk to countries
pursuing coercive policies designed to promote minority assimilation or
domestic security.

Thus, the second major point is that despite the absence of any direct
security threat posed by China's political relations with Chinese minori
ties in the region, Beijing's pursuit of the economic resources of Chinese
abroad does heighten the valid domestic security concerns of the host
coimtries. This is true not because Beijing is becoming an attractive com
petitor with Southeast Asian governments for the allegiance of overseas
Chinese, but because participation by Chinese living abroad in the devel
opment of the mainland's economy reinforces their ethnic identity, thus
undermining the assimilation policies of the host government. Indeed,
Beijing contributes to this process because it offers special treatment to
foreign investors of ethnic Chinese background and because in many
areas it treats overseas Chinese tourists, regardless of nationality, as it
does those citizens who reside in the PRC. Such policies contribute to the
region's security concerns and imdermine Beijing's efforts to establish
cooperative relations with the ASEAN countries.

Over the long term the obstacles to assimilation of ethnic Chinese
into the majority society are particularly worrisome, for should Chinese
influence in the region grow while Southeast Asian Chinese remain
unassimilated, the opportunities for PRC meddling will be substantially
increased. Thus, the long-term prospect of Chinese growth accentuates
the necessity for regional leaders to worry about ethnic Chinese partici
pation in PRC modernization.

Ironically, China's Great Leap Forward and Cultural Revolution
years best served the interests of Southeast Asian governments, when
China minimized its foreign trade and vilified Chinese in capitalist
coxmtries as bourgeois enemies of the Chinese state. At that time, Beij
ing's policies were perfectly suited to reducing regional governments'
fear of the destabilizing influence of their Chinese communities and to
promoting assimilation. All that has changed, however, now that China
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has a "responsible" leadership that carries out "pragmatic" policies
that are much better suited to the interests of Chinese both in the Peo

ple's Republic and abroad.
The dilemma for host governments is clear. Tocut their countries off

from the potential rewards of doing business with China harms ^eir
domestic economies and merely cedes the benefit to their Southeast
Asian economic competitors, as well as undermines their ability to com
pete with the PRC in the larger global market. On the other hand, to
partake in trade with China may undermine the cohesiveness of; the
domestic societies, potentially creating opportunities for any of fheir
regional adversaries, beside just the PRC, to meddle in domestic affairs
for their political advantage.

The result has been a good deal of justified regional ambivalence
toward expanding economic contacts with the PRC. This has beeri re
flected in Indonesia's China policy, for example. In the past, Jakarta was
reluctant to increase economic contacts with China, despite the missed
opportunities of the "China market" and the benefits that accrued to
Singapore, which profited from being the go-between. Eventually, the
opportunities became too enticing for Indonesia to pass up, especia% in
the context of declining oil prices and a faltering economy. Jakarta, thus,
recently opened trade relations with Beijing. Nevertheless, Indonesian
ambivalence is clearly reflected in the effort to keep trade with China
under strict government control, thus maintaining the prohibition on pri
vate trade relations with the PRC. Jakarta's reasoning is clear—it wants
the benefit of trade with China while minimizing the ability of its Chinese
community to come into contact with the mainland.

Malaysia has also been concerned with the implications of Chma's
efforts to entice Southeast Asia's ethnic Chinese to contribute to the

mainland's economic development. Like Indonesia, it watched fbr a
long time as Singapore, as well as Thailand, reaped the benefits of trade
with China. Although it demanded that China publicly renounce its
support for the region's outlawed communist parties as a precondition
to improved relations, in reality Kuala Lumpur was also as concerned as
Jakarta with the domestic economic and political implications expanded
trade with China held for PRC ties with Malaysia's ethnic Chinese^ As
was the case with Indonesia, the declining M^aysian economy andthe
apparent benefits accruing to Singapore persuaded the Malaysian prime
minister to travel reluctantly to Beijing in 1985 to expand Sino-Malaysian
trade ties.

The dilemma for the host countries is clear and, in the short term,
apparently unresolvable. The path they have apparently chosen appears
the wisest. Immediate economic dislocations resulting from temporal
economic downturns are likely to exacerbate short-term ethnic tensions
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and domestic instability, thus undermining policies aimed at gradual
assimilation of the ethnic Chinese. Such was the background to the
ethnic tensions in Indonesia in 1959. On the other hand, short-term
economic stability allows assimilationist policies to be effective, while
promoting favorable long-term growth, which promotes further and
more stable assimilation of the ethnic Chinese communities. Over the
long term, the success of assimilation policies provides the best defense
against domestic instability benefiting one's adversaries.

Thus, insofar as enhancing current trade relations with China may
actually expediteassimilation by offsetting short-term economic disloca
tions, as well as yield the other important economic benefits which
promote national security, host governments are cautiously entering
into new economic ties with the mainland. There is a risk insofar as
Chinese ethnic identity may be enhanced because the domestic condi
tions promoting assimilation are apt to develop slowly. But rather than
close their economies to the advantages of trade with China, this is a
risk that Southeast Asian governments with Chinese communities have
decided to take, perhaps only because of the two alternatives, it poses
the least cost and offers the greatest advantage over the long term.

^®For a discussion of the extent of ethnic Chinese assimilation in Southeast Asian coun
tries, seethe collection ofpapers presented at the symposium on ''Changing Identities of
the Southeast Asian Chinese Since World War II," held at the Australian National Univer
sity, June 14-16, 1985.
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10. An Introduction to

China's Role in Regional Problems

JUSUF WANANDI

The overall theme of this chapter is the nature of relations between
the Southeast Asian countries and a China which has become a modem
power with the dawning of the twenty-first centiuy. The many aspects
of the relationship between China and Southeast Asia today, which are
discussed in depth in the other chapters of this volume, are affected—
consciously or unconsciously—by perceptions of the future of that rela
tionship.

The assumption of the present analysis is that China wiU be suc
cessful with its modernization program and that the change of genera
tion and political leadership will be relatively smooth. Nonetheless, this
chapter will speculate on the implications for the Southeast Asian
region if China's modernization were to be unsuccessful.

An essential question underlying the theme of this chapter is the
extent to which the Southeast Asian region will be within China's
sphere ofinfluence andwhat the implications ofChina's hegemony will
be for the countries in the region. How far China can achieve its objec
tives will partly depend on the reactions and policies of the three other
great powers in the region, namely, the United States, the USSR, and
Japan.

A corollary question is whether cooperation between the ASEAN
countries and the countries in Indochina—as well as within each of
those subgroups—could lead to the creation of a stable and peaceful
region, as aimed at in the ideaofa zone ofpeace, freedom, andneutral
ity (ZOPFAN), so that together they could resist China's hegemony in
Southeast Asia. Fiuthermore, it is of equal interest to examine whether
individual countries in Southeast Asia would be able to stracture a
more "normal" relationship with China as they develop. In view of its
geopolitical position in the Asia Pacific region, China should also see
the development of such relationships as an important element which
could influence its own intemational postiure in the future.

Apart from the above, more general issues which may grow in rele
vance as the future unfolds, there are specific problems in the relation
ship between China and the Southeast Asian countries which remain
uruesolved. They include:
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1. territorial disputes, in particular those involving the Spratly
and Paracel islands in the South China Sea;

2. China's ambiguous policies and laws regarding Southeast
Asian citizens of Chinese origin. The call for greater partici
pation by them in the development of China has increased
Southeast Asian suspicions about China's intentions;

3. competition in the economic field, in particular in the devel
opment of light manufacturing industries for international
markets;

4. support by the Chinese Communist Party for communist
parties in Southeast Asia, not only morally but also in the
form of logistics and armaments;

5. differences in policies between China and ASEAN concern
ing resolution of the conflict in Kampuchea.

The Future of China-Southeast Asian

Relations

An important problem that will be faced by the ASEANcountries in
the future is their ability to deal with a China that has successfully
modernized itself, including militarily. This problem will materialize at
the beginning of the twenty-first century and then only if China suc
ceeds with its modernization program.

The author makes two assumptions. First, that China will succeed
with the modernization efforts that beganin 1979, although the process
will see its ups and downs. Second, that during this modernization and
development period China will restrain itself and attempt to develop
good relations with its neighbors, including those in Southeast Asia,
thus maintaining the stable and peaceful environment it needs to catch
up to the rest of the countries in the Asia-Pacific region.

Thechallenges facing Chinese leaders areclear. They recognize that
the internal difficulties and constraints affecting the development of the
huge country remain grave. This suggests the need for continuous
adjustments to be made by the party leadership and the Chinese gov
ernment in the country's modernization efforts. Therefore, it can be
argued that this period provides a good opportunity for the countriesin
Southeast Asia to build a foundation for long-term relations with China.

First, the nations of Southeast Asia must sustain their national
development efforts in order to better resist external pressures and
intervention. This task has become more complex, for at the present
stage of development, more comprehensive development efforts and
greater participation by the people are necessary.
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Second, it is necessary to develop a regional arrangement in South
east Asia which could eliminate the opportunities for external forces to
exert pressures on the region and could promote and strengthen re
gional cooperation in various fields so as toenhance regional resilience.
Such a regional arrangement could consist of a strong ASEAN as its
core, which would in tmrn develop closer cooperation with other coun
tries in the region, namely, Indochina and Burma.

Third, it is necessary to structure an appropriate relationship with
the major powers in the Asia-Pacific region, including China, to main
tain a balance in their presence in Southeast Asia. It should be impor
tant for the development of such a structure to involve China in all
regional and international activities as a wayto encourage it to maintain
openness in economic and diplomatic relations. One important regional
activity to foster greater Pacific economic cooperation, as currently man
ifested in the Pacific Economic Cooperation Conference (PECC), has
included China as an active participant since the Vancouver Conference
(PECC V) in November 1986.

With regard to the relations of Southeast Asian coimtries with China,
two observations can be made. The first observation is that China will
always be seen as a possible threat to Southeast Asia. This is natural in
view of size, location, and past experiences in which China considered
Southeast Asia to be within its sphere of influence. However, this threat
perception should be placed in its proper perspective to avoid the para
noia that tends to obstruct the development of normal relations with
China.

In fact, throughout its history China has not been expansive in
termsofoccupying other territories or countries foran indefinite period,
except for several border regions such as Inner Mongolia, Tibet, and
Sinkiang. Toward other areas, including Vietnam, China has sent mili
tary expeditions which were withdrawn as soon as the respectivecoun
try recognized China's superiority or hegemony in the region. Such was
the case in 1979 against Vietnam, but it was unsuccessful because the
Vietnamese were better prepared to deal with it. Instead, more casual
ties (up to 40,000 men) were incurred on the Chinese side. This episode
supports the argument that the threat from China should be placed in
proper perspective.

China's militarycapabilityduring the coming ten to twenty years is
likely to remain largely defensive in natmre and thus should not pose an
immediate threat to Southeast Asia. Although it is fashioning a blue-
water navy, and could have some ability to project power, China's naval
forces are far from adequate to compete with the Pacific Heet of the
USSR or the U.S. Seventh Fleet. China's air power is more limited in
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capacity and is designed for defense and interception rather than
offense.

It should not be denied that the perception of a threat from China
could also strongly motivate the countries in Southeast Asia to urdte,
develop their societies, and modernize their economies. Indeed, recent
experience has shown that enhancing one's national resilience is an
effective strategy for dealing with the kind of threat most frequently
experienced in the region, namely, subversion and infiltration.

It appears that for the time being China has refrained from engaging
in such activities via-a-vis the ASEAN countries, as suggested by the
greatly reduced support and aid to local communist parties in Southeast
Asia.

The second observation is that China's development and moderni
zation lag behind those of the ASEAN countries. It will not be easy for
China to accelerate development in view of the many problems created
by the huge size of the country and the population, an underdeveloped
economic infrastructure, highly bureaucratic organizations, and a tptali-
tarian political system. It should also be noted that cheap labor and
centralized economic management make China quite competitive in cer
tain agricultural and manufacturing sectors. However, in view of the
more dynamic and flexible nature of the ASEAN economies, one might
expect a more complementary—rather than competitive—relationsh^ to
develop between China and ASEAN.

The issue, therefore, is whether indeed—as suggested by some
observers—China wUl reassert itself as the Middle Kingdom if it Suc
ceeds in modernizing itself in twenty years time. If so, how would Chi
na's influence over Southeast Asia manifest itself?

China's attempt to exert influence on Southeast Asia will not follow
the Russian model of occupation or physical expansion (such as in Sibe
ria and Central Asia), but will be siinilar to the "tributary relationship"
practiced in the past. This means that China will want to be recognized
as having a role in the affairs of the region, and that it will influence
their outcome in accordance with what it perceives as its national inter
est.

Some views suggest a rather extreme case of tributary relationship,
namely, that China will be given a free hand—by both the United States
and the Soviet Union—to exert its influence on Southeast Asia. It is

hard to believe that this kind of situation wiU develop. First of all.
Southeast Asia may be too important to be allowed to come under the
influence of one major power. Furthermore, China has clearly signaled
its intention to maintain an independent foreign policy posture and to
adopt an equidistant policy vis-a-vis the superpowers. This means that
from both the U.S. and Soviet point of view, China's interests will not
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always coincide with theirs. In addition, Japan's role and influence,
which today are still limited to the economic field, cannot be ignored in
the future. It is most likely, therefore, that all four major powers will be
present in the region.

The challenge to the ASEAN countries is to preserve regional bal
ance among the four major powers. Therefore, China should be seen as
just one of the major countries with which ASEAN countries will need
to structure their relations.

The so-desired structure for Southeast Asia has been formulated in
the ZOPFAN idea. Implementation of this idea is still to come. It is
temporarily on hold because of the outbreak of the Kampuchean con
flict, since the idea will need the support and participation of the coun
tries in Indochina.

Other views suggest that China will continue to be China and that
in the long term it will attempt to regain its influence over Southeast
Asia, especially since the many unresolved territorial disputes in which
it is embroiled could be used as the rationale for intervention. The pre
scription here is to bring China into a regional or international structure
which could counterbalance its urge to exert a dominating influence
over Southeast Asia. China should be made to recognize that it now has
a greater stake and greater responsibilities in the regional and interna
tional community, since such a posture is necessary for its moderniza
tion.

A modern and successfully developing China, which relies to some
extent on regional and international relations while maintaining
"Chinese-ness" or the "Middle Kingdom syndrome," is a better alter
native for Southeast Asia than a radical, chaotic, and unsuccessfully
developing China which feels that it has nothing to lose and therefore
takes an aggressive stance.

Tosum up, one could argue that the long-term relationship between
the ASEAN countries and China can be seen as a relationship between
a small country and a neighboring big country. Therefore, the small
country will always be anxious and will feel compelled to counterbal
ance that presence, among other things by cooperating with other small
countries or with other big countries. Apart from this geographical fac
tor, the relationship of the ASEAN countries with China is essentially
the same as that with other major powers with one exception, namely
that China still has territorial disputes with Southeast Asian nations
such as Vietnam, Malaysia, and the Philippines. These disputes could
serve in the future as an excuse to meddle in the affairs of the Southeast

Asian states.

ASEAN-China relations have become much more complex because
the internal social and political problems in individual ASEAN coun-
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tries magnify this geographical factor, in part because of the presence of
citizens of Chinese origin in those countries.

Problems Between China and the Southeast

Asian Countries

Territorial Disputes

Several countries in Southeast Asia and China have claims over the
Spratly and Paracel islands in the South China Sea. These conflicting
claims have not led to, but are potentially a source of, open conflict
because of probable oil and gas deposits in the area. The Spratlys are
claimed by China, Vietnam, Malaysia, and the Philippines, and these
countries have stationed troops in the various islands: Vietnamese
troops are on Amboyana Cay and two other islands; Malaysian troops
are on Terembu Layang-Layang islands; and Philippine forces are on
five other islands, which have been contracted to oil companies for
exploration. China and Vietnam have claims over the Paracel Islands,
which currently are partly occupied by Chinese forces.

These claims go back to various historical events and therefore are
not easily resolved. The Chinese seem to support the idea of resolving
this issue through the development of joint exploration and production
schemes.

These claims have also given rise to greater mistrust on the part of
Southeast Asians toward China's regional intentions, because they
include claims that delineate most of the South China Sea as Chinese
territory, and therefore could become in the future a major source of
conflict.

The Problem of Overseas Chinese

In 1980 China issued a new law on citizenship which for the first
time distinguished between Chinese citizens and citizens of Southeast
Asian countries of Chinese origin. It stipulates that those who have
become citizens of the coxmtry of residence automatically give up Chi
nese citizenship and no problems of dual nationality should emerge.
Those that remain Chinese citizens, namely as overseas Chinese, are
urged to observe the laws and regulations of the country of residence.

However, there is one article in the new law that remains ambigu
ous.^ This article allows for non-Chinese nationals of Chinese origin to

^See text of the Nationality Law ofthe People's Republic ofChina (1980). Article 13of the
law stipulates that "aliens who were once of Chinese nationality may apply for restoration
of Chinese nationality provided that they have legitimate reasons."
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come back to China and automatically regain their nationality. It has
been said that this article is meant to allow older people the opportunity
to die in China. From the point of view of the Southeast Asian coun
tries, such a clause greatly reduces the credibility of the loyalty of their
citizens of Chinese origin. China could always use the above article to
change local citizenship back to Chinese citizenship whenever deemed
necessary by either side.

The distrust of China's intentions is magnified by the Chinese gov
ernment's call for greater participation by non-Chinese nationals of Chi
nese origin, as well as Chinese nationals overseas, in the economic
development of China. Ultimately, the question of loyalty not only rests
with China's policies but also with those of the countries in Southeast
Asia themselves. Thailand and the Philippines, for example, have suc
cessfully implemented policies for the integration of their citizens of
Chinese origin. Nonetheless, the Chinese government needs to clarify
this issue once and for all.

Party-to-Party Relations

It appears that the Communist Party of China no longer provides
military support, that is, logistics and armaments, to local communist
parties of Southeast Asia, except to the Communist Party of Burma.^
The Chinese maintain that their support is largely moral and political
and that the success of communist parties in overthrowing their govern
ments should depend on their own capabilities.

The Chinese have also argued that the relationship between the
Communist Party of China and other communist parties is of the same
nature as that of Arab solidarity or solidarity among Islamic states.

The current Chinese policy of restraint in the use of party-to-party
relations wiUcontinue as long as China is preoccupied with its own mod
ernization. China needs a stable and peaceful environment. One hope is
that by the time China has successfully modernized, it will have become
used to attaching greater importance to state-to-state and govemment-to-
govemment relations rather than to party-to-party relations.

Economic Competition Between China and the ASEAN Countries

There are worries on the part of the ASEAN countries that China
will emerge as their main economic competitor in light manufacturing—

^See Bertil Lintner, "Peking's Support Continues butat a Much Reduced Rate/' Far East-
em Economic Review, June 4, 1987, pp. 32-34.
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especially textiles and garments—and in the production of a variety of
minerals. The fact that China maintains considerable centralized plan
ning increases their fears.

The prescriptionsgiven to the ASEAN countries in this regard have
been twofold: China should be introduced to and participate in the
various multilateral fora, such as the IMF and the GATT, so that it will
more or less adopt the international rules used by most countries; and
the ASEAN countries should develop the kind of relationship with
China which would open up opportunities for economic cooperation.

A certain degree of competition between China and the ASEAN
countries cannot be avoided. This will manifest itself in their trade with
the Western industrialized countries as well as in their relative attrac
tiveness to investment and other financial flows.

There are many areas, however, in which the ASEAN countries and
China can cooperate. Indeed, the past few years have been a steady
increase in two-way trade between China and all ASEAN countries.
China is also a Third World country, which could add to the leveragie of
the group in negotiating with the industrialized world for better conces
sions for the developing countries. This could also be beneficial to the
ASEAN countries. More importantly, both sides contain the potential
for development of greater economic complementarities in the future.^

The Kampuchean Conflict

The interest of ASEAN in resolving the Kampuchean conflict
derives from two main concerns. First, because the continuing conflict
frustrates efforts by ASEAN countries to establish a regional order for
Southeast Asia which involves the participation of the countries in
Indochina. Second, because of the implications of the conflict—which is
essentially between Vietnam and China—for relations between China
and the ASEAN countries, as well as on relations within ASEAN itself
because of differing individual perceptions of the China factor.

At the meeting of ASEAN foreign ministers in Singapore in June
1987, Prime Minister Lee Kuan Yew was optimistic that a resolution to
the conflict might be achieved in the next few years, citing the grave
economic situation in Vietnam and greater readiness on the part of the
USSR and China—as a result of gradual normalization of their
relations^—to play a more active role in seeking such a resolution.

^See, e.g., HadiSoesastro, "Indonesia-China Direct Trade: TheFirst Two Years," Indone
sian Quarterly, vol. 15, no. 3 (July 1987), pp. 323-28.
^See "Cambodia: Better Changes of Negotiated Settlement," Straits Times (Singapore),
June 16, 1987, p. 1.
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Drawing on this optimism, Mochtar Kusumaatmadja, the foreign
minister of Indonesia, has reintroduced the possibility of sponsoring a
"cocktail party" in Indonesia for the Khmer leaders of all factions,
without preconditions, labels, or titles. This effort has been made partly
in order to prevent a setback of the position of Coalition Government of
Democratic Kampuchea (CGDK) at the 1987 United Nations General
Assembly (UNGA), that could be caused by Prince Sihanouk's leave of
absence for one year as president of CGDK. His reasons for doing so
were the killings of Sihanoukists by the Khmer Rouge in Kampuchea.

While earlier statements by Sihanouk and Vietnam were positive
about the proposal, the ASEAN foreign ministers in their meeting of
August 16, 1987, differed with Vietnam over the latter's participation in
the cocktail party. While Vietnam agreed to participate only in a follow-
up meeting to discuss the international aspects of the conflict, the
ASEAN foreign ministers have been adamant that Vietnam should
attend the party immediately, and without the presence of other inter
ested parties. They also insisted that the discussions should be based on
the eight points contained in the proposal of CGDK which the Vietnam
ese had earlier rejected. In a meeting in Ho Chi Minh City, on July 26,
1987, the foreign ministers of Indonesia and Vietnam agreed on the idea
of a cocktail party to be held in Indonesia without preconditions and
titles to be followed up by a meeting of other interested parties. This
agreement can still become the basis for further talks in the working
group that has been set up by Indonesia and Vietnam specifically to
discuss the Kampuchea issue.^ Meanwhile Indonesia will continue to
pursue its two-pronged policy of developing strong bilateral relations
with Vietnam and actively promoting a political solution to the Kampu-
chean conflict.^

Vietnam still maintains that a Kampuchean government which is
friendly to Vietnam is vital to its survivi, since history has shown the
vulnerability of Vietnam to attacks on its western flank. In Vietnam's
view, China has tried to do so again by making use of the Khmer Rouge.
The Vietnamese also recognize the hostility of the Khmer people toward
Vietnam. It does not seem that the new leadership in Hanoi will soon
modify this basic stance, since it is more than just a matter of ideology.
However, the cost of maintaining its current policy, namely political and

^See, e.g., Murray Hiebert, ''MochtarCocktail Party," Far Eastern Economic Review, August
13, 1987, p. 34.
^See also "Mochtar Threatens to Abandon Role of Interlocutor," Jakarta Post, August29,
1987.
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economic isolation which greatly affect development, may lead to more
serious debates in Hanoi on the possibility of compromise.

China's initial position of all-out support for the Khmer Rouge (the
former Pol Pot regime) was based on two considerations. First, to pre
vent Vietnamese domination over the countries in Indochina and to

retard Vietnam's influence in Southeast Asia. Second, to pimish Viet
nam, which since 1975 has maintained closer relations with the Soviet
Union than with China, not withstanding that China was Vietnam's
main ally in its struggle against France and the United States.

China continues to exert military pressure on the Vietnamese bor
der, following its unsuccessful military "lesson" in 1979, although at a
much lower intensity now. In addition, China still provides logistic and
military support to the Khmer Rouge through Thailand.

However, China recently has agreed to support the three-faction
coalition government (CGDK) headed by Sihanouk. China has also real
ized that in the future Kampuchea need not be ruled by the Khmer
Rouge forces alone, and has accepted a national, neutral, and non-
aligned government—thus, not necessarily a socialist one—resulting
from a compromise involving all four factions, including the Heng
Samrin group. In this respect, China seems to have adopted ASEAN's
policy.7

Initially, China was also very hostUe toward Vietnam's close rela
tions with the Soviet Union. This was seen as part of the USSR's encir
clement policy. Improvement and gradual normalization of relations
between China and the SovietUnion have affected China's position on
this matter. She no longer even objects to the presence of Sovietmilitary
facilities in Vietnam. The Kampuchean issue has become an item in
bilateral Sino-Soviet talks, but it remains unclear how far the Soviet
Union wiQ change its stance and therefore exert some pressiure on Viet
nam, despite the greater importance the USSR attaches to its relations
with China. There were approaches made by ASEAN (Indonesia and
Thailand) toward the USSR to play a more active role in the resolution
of the conflict, and especially to pressure Hanoi to be more forthcom
ing. It remains to be seen whether the USSR would like to play the
expected role. The USSR's willingness to do so will be very important in
making the USSR more acceptable to ASEAN in the future.

It appears that China has become more willing to seek compromises
in the Kampuchean issue for larger objectives, including normalization

^See "Deng Reaffirms Support Policy/' South China Morning Post (Hong Kong), August 27,
1987.
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of Sino-Soviet relations. Furthermore, both China and Vietnam cur
rently are talking about normalization of their relations.

The question for ASEAN is how far it could involve China in a more
positive way in resolving the conflict. ASEAN policies have been largely
determined by Thailand's position as a frontline state whose security
has been affected by the Vietnamese invasion of Kampuchea. The occu
pation of Kampuchea by Vietnam essentially removes a buffer that has
long kept the balance and stability in continental Southeast Asia. Thai
land therefore demanded a withdrawal of Vietnamese forces and the
establishment of a government in Phnom Penh—through popxilar elec
tions and not by Vietnam—which would recognize Thailand's security
concerns.

As suggested elsewhere, the parties in the conflict need to undergo
"structur^ changes" in their positions on the issue inorder to reach a
solution (compromise).® Thailand itself will be required to make some
compromises. In this respect, changes in the Thai domestic political
decision-making process or situation have yet to be observed.

The need to resolve the conflict remains as urgent as ever for the
ASEAN countries because the longer the conflict lasts, the greater will
be the strains within ASEAN. This relates to the degree in which China
is perceivedas a threat by individual ASEAN members. Indeed, a cru
el^ issue here is China's continued military support of the Khmer
Rouge, which in fact is a form of external intervention in the region.
Another factor is the presence of the USSR at Cam Ranh and Danang
which has increased superpower rivalry in the region.

In the past, there was some hope that the U.S. could play a more
active role in resolving the conflict. It was suggested that the U.S.
should exert pressure on China to change its hardline position on Viet
nam, adopt a more flexible attitude toward Vietnam in order to provide
an option to reliance on the Soviet Union, and give the necessary secu
rity guarantee to Thailand so that Thailand would not become too
dependent on China. However, since this issue is of low priority to the
United States, such an active role cannot be expected.

Indeed, the resolution of the conflict may well depend on the ability
of the ASEAN countries to bring China and Vietnam to the negotiating
table. ASEAN's ability (or inability) to do so may affect future relations
between the countries in Southeast Asia themselves and their relations
with China.

®See Sukhumbhand Paribatra, "Thailand: \^etnamese Neighbors Are Still Enemies," Her
ald Tribune (Singapore), December 9, 1986.



188 CHINA'S ROLE IN REGIONAL PROBLEMS

Conclusion

Relations between the Southeast Asian countries and China in the
futiure will depend not just on the outcome of the Kampuchean conflict.
The ASEAN countries, for their part, will have to continue to pursue
the strengthening of national and regional resilience and the implemen
tation of the ZOPFAN idea. ASEAN as an organization should become
the core of a broader regional arrangement in Southeast Asia which
manifests ZOPFAN. It is through such an arrangement that relations
with the majorpowerscan be structured in a way that their presencein
Southeast Asia would be balanced and mutually beneficid. In other
words, a greater confidence in their own capabUities would lead the
Southeast Asian countries to have a healthier relationship with the
major powers, including China.

Future relations between China and Southeast Asia will also
depend on China's own development. A modem and successfully
developing China would make for a more responsible member of die
international community. To maintain the momentum of development
China must recognize that it has a great stake in openness.

It is not improbable that China will revert to its old ambitions. But
the Chinese may soonfind this inconsistent withtheir new place in the
modem world. Even if they fail to recognize this, the countries in
Southeast Asiaare likely to be much more prepared in the future to face
this possible course of events.



11. China's Economic Relations with ASEAN
Countries

CHIA SIOW-YUE

The focus of this chapter is on economic relations between China
and the member states of the Association of Southeast Asian Nations
(ASEAN)—Brunei, Indonesia, Malaysia, the Philippines, Singapore,
and Thailand. They form the market-oriented economies of Southeast
Asia. Although the focus is on economics, it is recognized that politics
played a key role in the evolution of bilateral economic relationships.
Thefirst section provides an overview ofthe ASEAN and China econo-
nues. The second section analyzes the evolving economic relations
between China and each of the ASEAN states, from early historical
developments to the political constraints of the 1950s to the 1970s and
the economic imperatives ofthe1980s. Section three examines thebilat
eral trade and investment relations. The chapter concludes with a dis
cussion of the issues and prospects facing bilateral economic relations.

Overview of ASEAN and China Economies

China is a vast country with a population of over one billion and
gross domestic product (GDP) of US$266 billion in 1985, makmg it the
most populated country and the eighth largest economy in the world.
In contrast, the ASEAN countries, excepting Indonesia, are small and
medium-sized in economic terms (see Table 1). The combined popula
tions of the six ASEAN countries are only a little over one-quarter of
China's, and the combined ASEAN GDP is almost four-fifths that of
China.

From 1965 to 1985, China's economic performance was below the
ASEAN average in 1965-80, but better than every ASEAN country in
1980-85. World Bank estimates show GDP growth in China averaging
6.4percent a year during 1965-80 but accelerating sharply to9.8 percent
during 1980-85. Ibr the ASEAN countries, the economic buoyancy of
the 1960s and 1970s was followed by economic recession in 1980-85.
The Philippines recorded theslowest andSingapore thehighest growth
performance in ASEAN, with a range of 5.9 percent to 10.2 percent in
1965-80 and —0.5 percent to 6.5 percent in 1980-85.

The levels of economic development and standard of living, as
approximated by a comparison of per capita gross national product
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(GNP), are higher in ASEAN countries than in China. For the ASEAN
states, 1985per capita GNP ranged from a high of US$17,580 in Brunei
to a low of US$530 in Indonesia. By World Bank classification, Brunei is
a high-income oil exporter, Indonesia, the Philippines, and Thailand are
middle-income economies, and Malaysia and Singapore are upper-
middle income economies. Resource-poor Singapore capitalized on its
strategic geographical location and human resources to achieve the
highest per capita GNP among the nonoU Third World nation-states.
The economic development of the other ASEAN countries has been
heavily dependent on their wealth of natural resources. The World Bank
has estimated China's 1985 per capita GNP at US$310 and classified it
as a low-income economy. It should be noted, however, that the conven
tional GNP measure underestimates the large segment of nonmarket
activities and services in a socialist economy.

The ASEAN economies are primarily capitalist and market-
oriented. China operates a socialist economybased on centralplanning,
although with the reforms of recent years, the economy is becoming
more market-oriented. The ASEAN economies have also traditionally
been outward-looking, with a high degree of dependence on foreign
trade, technology, and investment, mainly with the advanced industrial
market economies. In contrast, China's economy has been essentially
inward-looking. This reflects in part the diverse resource base and large
domestic market of its continental economy, but also in part its socialist
economic structure. Trappedby its ideology, Chinabecame increasingly
isolationist in the 1960s and a major part of the 1970s. China's tot^
foreign trade in 1984 amounted to onlyUS$51 billion, as compared with
US$53 billion for Singapore alone; by 1985 however, China's foreign
trade had grown to US$70 billion (seeTable 2). Its trade dependency, as
measured by the trade/GNP ratio, rose from 18 percent in 1984 to 26
percent in 1985, but remained below those of the ASEAN states, which
ranged from over 30 percent for Indonesia and the Philippines to 281
percentfor Singapore. Percapita trade in ChinawasonlyUS$67 in 1985
as compared with US$184-18,883 for the ASEAN states.

Evolving Bilateral Economic Relations

It is somewhat misleading to speak of ASEAN-China economic (or
political) relations, as the six ASEAN states have no common foreign
policytoward China. While there are some common political positions,
such as on the security position in Indochina, there are also differences
in policy approaches, representing varied national historical, political,
and economic experiences, perceptions, options, and responses. The
formulation of foreign economic policy toward China is essentially a
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national rather than regional effort, and there is little coordination
among ASEAN countries.^

Historical Development

China's economic relations with the countries of ASEAN and the
rest of Southeast Asia have been long-standing. Early Chinese commer
cial involvement with Southeast Asia (or Nanyang) stemmed largely
from the traditional tribute system. However, contacts were basically
small in scale, unlike the later penetration of the region by European
powers. Althoughtrade between China and SoutheastAsia has existed
for centuries, it was only after the nineteenth century that such trade
began to grow markedly, along with the steady iiiflow of Chinese
migrants into the region. Ever since, the immigrant Chinese have
played a significant role in the economic development of their host
countries, at the same time becoming a key factor in the political and
economic relations between these countries and China.

Economic relations between the People's Republic of China (PRC)
and ASEAN countries can be distinguished by three phases. Phase 1
covers the post-1949 years up to the normalization of relations. Phase 2
covers the years of normalization of relations in 1974-76 up to 1984,
with a period of cool but improving economic relations. Phase 3 starts
from 1984, a period of sharp improvements in economic relations.

Foreign economic relations among nation-states based on similar
political and economic systems are rarely conditioned by economic fac
tors alone. This is even more true of the economic relationship between
a capitalist market economy and a communist centrally planned econ
omy, whereeconomic activities of the latter are subject to a high degree
of political and state intervention. In the evolving economic relations
between ASEAN countries and China, it is greatly apparent that econo
mies cannot be divorced from politics.

^R)r a detailed discussion of bilateral economic relations between China and the ASEAN
countries, see the following papers in Chia Siow-Yue and Cheng Bifan, eds., ASEAN—
China Economic Relations: Trends and Patterns (Singapore: Institute of WorldEconomics and
Politics [Beijing] and Instituteof SoutheastAsianStudies [Singapore], 1987): Dorodjatun
Kuntjoro and Januar Elnathan, "Indonesia-China Trade Relations," pp. 126-49; Fu
Zhengluo, "Sino-Malaysian Economic Relations," pp. 150-65; Jesus P. Estanislao,
"Philippines-China Trade Relations," pp. 166-87; Gu Yuanyang, "China-Singapore Eco
nomic Relations: History and Prospects for Development," pp. 188-209; and Pang
Rongqian, "Economic Relations Between China and Thailand," pp. 210-34.
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Political Constraints

The formation of the PRCin 1949 changed the traditional pattern of
China's relations with the ASEAN countries. The PRC pursued a pro
longed period of inward-looking development and minimal interna
tional economic intercourse. There were a number of factors at play.
First, there was the economic blockade imposed by the Western powers
through the United Nations, following the outbreak of the Korean War
in 1950. Second was the adoption of a different economic system based
on centralplanning and the establishment of economic ties largely with
the Soviet Union. In the 1960s, as relations with the Soviet Union dete
riorated, China increasingly pursued a policy of self-reliance. This lim
ited China's economic relations with other countries to a policy of
mutually suppljdng each other's needs, rather than specialization and
international exchange according to comparative advantage. The resplt
was that only a limited variety of commodities entered foreign trade.
Economic self-reliance and isolationism became evenmore pronounced
during the Cultural Revolution.

Third, bilateral relations between China and the ASEAN states were
influenced by the cold war era. China as a communist state was looked
upon as a hostile country and a threat by noncommunist ASEAN coim-
tries. Close economic ties were formed by ASEAN coimtries with the
developed market economies of Japan, the United States, Western
Europe, and other countries with similar economic and political sys
tems. When the cold war period ended, fears of China did not com
pletely subside, partly because of the September 1965 experience in
Indonesia, partly because of Chinese support for local communist
insiurgency groups in ASEAN countries, and partly because ofthe pres
ence of a large ethnic Chinese population in the ASEAN region. These
political misgivings hampered the development of economic relations
with China that continued into the 1970s. Though China had some
economic contacts with most of the ASEAN countries, these were
merely limited to trade, which waslargely restricted through suchchan
nels as the Chinese exportcommodities fairheld in Guangzhou biannu-
ally in spring and autumn. For ethnic Chinese businessmen from some
ASEAN countries, there were restrictions imposed on travel and on
business transactions with China.

A change in American policy, the admission of China into the
United Nations, and the 1972 Nixon visit to China heralded a new per
iod of China-U.S. relations as well as a more favorable international
environment for the development of ASEAN-China political relations.
In 1974-76, visits to China were made by state leaders of Malaysia, the
Philippines, Thailand, and Singapore. Diplomatic ties with China were
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established by Malaysia in May 1974, the Philippines in June 1975, and
Thailand in July 1975, while Singapore had an exchange of commercial
representative offices. It is apparent that the establishment of diplomatic
ties coincided with the perception of a new configuration of power in
the region following the collapse of South Vietnam and the withdrawal
of the United States from Southeast Asia. In 1978 Vietnam invaded

Kampuchea. The Vietnam-Kampuchea situation softened ASEAN atti
tudes toward China. With Vietnamese aggression on Kampuchea
backed by the Soviet Union, China and the ASEAN countries had a
common position. However, ASEAN countries still have doubts and
fears about China's political intentions in Southeast Asia.

With the improved international political environment, efforts have
been made by a number of ASEAN countries to develop political and
economic relations with China through mutual visits by state leaders,
and easing of restrictions on private sector contacts. China has also
sought to allay ASEAN fears about its hegemonic role in Southeast
Asia. It explained that the link between the Chinese Communist Party
and the local communist parties in Southeast Asia is largely a moral
one.

Economic Imperatives

Domestic economic reforms and the open-door policy that China
pursued from the late 1970s have had profound effects on its external
economic relations, including those with the ASEAN countries. Under
the leadership of Deng Xiaoping, China has placed priority on eco
nomic development rather than communist ideology as a means to
modernization. It has reformed the Soviet-style economic model to
allow for greater economic flexibility and initiative. Centralized eco
nomic planning and administrative control have been modified in favor
of greater reliance on the market mechanism and on the private sector,
through the new responsibility system, use of incentives, and price
reforms.2

China has also adopted an open-door policy to promote the inward
transfer of resources to accelerate the economic modernization process.
The open-door policy encourages foreign trade and investment, transfer
of technology, travel, and financial and other commercial link-ups. By
setting up special economic zones, and allowing access to fourteen

^For a discussion of the economic changes in China, see Cheng Bifan and Zhang Nan-
sheng, "Institutional Factors in China-ASEAN Economic Relations", in Chia and Cheng,
ASEAN-China Economic Relations, pp. 21-37.
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coastal cities and inner parts of China, foreign capital and foreign tech
nology are being attracted to China on an unprecedented scale. The
opening up of the Chinese economy reinforced economic links with
traditional trading partners and forged new ones with new trading part
ners.

China seems to find it strategically expedient to trade with nonso-
cialist economies, that is, the developed market economies (DMEs), the
newly industrialized countries (NICs), and other less-developed coun
tries (LDCs). On account of the economic and technological level so far
developed and the existing economic structure in China, economic rela
tions have been forged most strongly with the developed market econo
mies. However, China continues to attach importance to the
development of South-South cooperation. In addition, increased politi
cal and economic flexibility have made it possible for China to engage in
nonideological development cooperation with its neighboring states,
including increased indirect trade with Taiwan and South Korea.

Apart from political changes and economic reforms in China, eco
nomic factors in ASEAN countries also changed their perceptions
toward China and heralded a new era of bilateral economic relations.

After two decades of sustained growth, the ASEAN economies entered
a period of economic slowdown in the 1980s. This has led to a review of
the problem of overdependency on trade and investment with a few
developed market economies as the engine of growth. Slow growth in
the major OECD countries has contributed to the prolonged recession
in international commodity markets and the rise in protectionism in
major OECD markets, thus adversely affecting the exports of ASEAN
primary commodities and manufactures. ASEAN countries are making
serious efforts to diversify their economic relations so that export
growth can be sustained and trade deficits rectified. These include ihe
active promotion of South-South economic relations and the downplay
of ideological factors to promote trade with socialist countries, including
China. Economic imperatives have become more urgent because of the
current severe economic recession in ASEAN.

An economically resurgent China in pursuit of an open-door policy
is an important development for the world economy and more particu
larly for the regional economy. It is bound to alter the pattern of China-
ASEAN economic relations as well as ASEAN's economic relations with

third countries. China's economic transformation is viewed with mixed

feelings in the ASEAN region. On the positive side, a pragmatic China
in pursuit of economic development will inevitably contribute to politi
cal stability in the region, which in turn is essential for ASEAN's own
economic growth. Also China's modernization program and rapidly
expanding economy give some ASEAN countries hope for expanded
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trade and greater outlets for their investments. In consequence, the
ASEAN countries have responded positively to Chinese overtures,
although in varying degrees. Among the ASEAN states, the Philip
pines, Singapore, and Thailand have had some political and economic
relations with China over the years. Even Indonesia and Malaysia,
which have hitherto been very apprehensive of the potential threat
posed by China, have also modified their positions. Indonesia was the
last ASEAN country to reestablish direct trade with China, when a
memorandum of understanding (MOU) was signed in July 1985.

However, ASEAN countries still have reservations regarding the
emerging ASEAN-China relations and in general adopt a cautious
approach. First, they fear that China may dominate the region politi
cally and economically, and may use politicalconsiderations to interfere
with economic relations. Some Chinese scholars have argued, however,
that "it was true that historically, political reasons had led to severance
of economic relations between China and some ASEAN countries, but
this was not on China's initiative."^ Second, China's development could
have potentially disruptive effects on the ASEAN economies arising
from intensified competition for export markets in third countries and
for foreign investments. The interaction of complementarity and com
petitiveness will determine the extent to which the ASEAN economies
will benefit from an economically resurgent China. Thirdly, the ASEAN
countries remain concerned over the communist insurgency and the
overseas Chinese problems in their countries.

Cheng and Zhang argue that, for its part, China finds that

incongruous with the development of Sino-ASEANeconomic relations
are some restrictive measures imposed by the ASEAN countries, par
ticularly on nongovernmental contacts between the peoples of China
and the ASEAN countries. Restrictions include designated ports of call
by ships from China, restricted channels for trade, rigid licensing of
Chinese exports, and narrow confines for Chinese seamen after disem
barking, which are contrary to China's policy of placing friendly coun
tries on an equal footing. Though such measures have been relaxed to
some extent in the last few years and enforced to varying degrees in
the ASEAN countries, yet they are obstacles in the progress of Sino-
ASEAN economic relations. Generally, Thailand, the Philippines, and
Singapore have less restrictions.'^

^Ibid., p. 33.
^Ibid.
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Bilateral Relations

A review of bilateral economic relations between individual ASEAN

countries and China shows the influence of historical, political, and
economic factors. The focus of the economic relations is on trade. Until

recently, most of the China trade with the ASEAN region had been with
Malaysia and Singapore, as direct trade with the others was either
banned or restricted by political factors.

Among the ASEAN countries, economic ties between Indonesia
and China are the most politicized, with a close correlation between
trade and political developments. Independent Indonesia established
ties with China in 1953. Bilateral ties reached a peak in 1965 when
China accounted for a record 11 percent of Indonesia's total trade, and
provided a substantial amount of economic aid. However, the commu
nist involvement in the Indonesian coup of September 1965 led to a
severance of political and economic ties in 1967. Since then and up to
July 1985, Indonesia-China trade had to be conducted via third coun
tries, mainly Hong Kong and to a lesser extent Singapore. With indirect
trade, Indonesia's imports from China fell from 14 percent of total
imports in 1965 to about 2 percent in 1973. According to IMF trade
statistics, Indonesia officially exported US$8 million in goods to CMna
in 1984and imported $224million, largely through Hong Kong.^ But the
actual total trade for 1984 is estimated to be much larger.

Pressure from the Indonesian business sector^ for greater flexibility
in dealing with China grew. As early as 1977the Indonesian Chamber of
Industry and Commerce (KADIN) had tried to reopen direct trade.
KADIN representative visited the Chinese Commodities Fair in
Guangzhou and Beijing in 1978. But there was no official Indonesian
support. At the time, the Indonesian economy was enjoying an oil
boom and there was no urgency in establishing direct trade with China.
Moreover, memories of the September 1965 coup lingered, as did con
tinuing concern over the problems of the overseas Chinese and China's
support for the local communist movement.

However, economic circumstances changed after 1981. The reces
sion and the need to develop alternatives to the faltering oil exports
increased the pressure to develop nontraditional exports and exploit
new markets. The Indonesian government eventually evolved a more

^For a discussion of the role of HongKong, see HadiSoesastro, 'Indonesia-China Trade
Relations and the Role of Hong Kong/' paper presented at Institute of Southeast Asian
Studies workshop on ASEAN-China Economic Relations, Singapore, 1986.
^See Dorodjattm Kuntjoro and Januar Elnathan, in ASEAN-Chim Economic Relations, pp.
126-49.
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"accommodating" policy toward trade with China. An MOU was
signed on July 5, 1985, between KADIN and the China Council for the
Promotion of International Trade (CCPIT). Presidential Instruction
Inpres no. 9/1985 was issued on July 23, 1985, to endorse officially the
resumption of direct trade between the two countries, eighteen years
after the suspension of Indonesia-Chinadiplomatic relations. Therewas
no re-establishment of diplomatic ties. The MOU formulated certain
regulatory guidelines for direct trade. A KADIN delegation visited
China during August 1985, and a number of letters of intent were
signed to purchase Indonesian primary commodities and manufactures
worth over US$300 million. The resumption of direct trade appears to
have boosted bilateral trade. In 1985, total bilateral trade according to
the China source amounted to US$454 million, or a 60 percent growth
over the preceding year; according to the Indonesian source, bilateral
trade grew by 45 percent to US$337 million.

Direct trade relations between Malaysia and China have been main
tained since the 1950s, but full diplomatic relations were established
only in May1974, with Malaysia the only ASEAN country to have done
so at the time. Until the 1970s much of the Malaysia-China trade was
actually conducted via the Hong Kong and Singapore entrepots. More
direct trade was initiated following the visit to China in 1971 by the
Malaysian National Trading Corporation (Pemas). Growth of direct
trade, however, has been restrained by Malaysian fears of Chinese
hegemony and interference in Malaysia's domestic ethnic politics and
internal security.

As with Indonesia, the severe economic recession of recent years
led to the exploration of furthering Malaysia-China economic ties. In
response to the rapid economic and political changes in China, the
Malaysian government shifted its hitherto passive relations with China
to a more positive stance. Since 1980 there has been a significant
increase in the number of bilateral visits by senior officials and trade
delegations. CCPIT and the Council of the Malaysian Sino-Malay Joint
Chambers of Commerce also agreed to cooperate to promote direct
trade between the two countries after a visit by the latter in October
1985. The largest and most important official Malaysian delegation to
China was led by its prime minister in November 1985. A number of
formal agreements were signed but did not affect 1985 bilateral trade,
which reached US$412 million according to Malaysian trade statistics,
and US$384 million according to China trade statistics. Both were below
1984 levels.

Prior to 1971 the Philippines had no direct trade with China, and
Chinese goods were imported into the Philippines via Hong Kong and
Singapore. In September 1971 the Philippines sent its first official trade



200 CHINAS ECONOMIC RELATIONS

delegation to the Chinese Commodities Fair in Guangzhou. In 1972 the
Presidential Executive Order no. 384 formally legalized trade vMh
socialist countries. Diplomatic relations with China were established in
1975. Since then, the Philippines has enjoyed cordial and stable rela
tions with China. It has responded positively to China's open-door pol
icy and freely allowed its nationals to trade and invest in China. To
fxirther strengthen trade, both countries signed a long-term trade agree
ment in July 1979 with two-way trade targeted at US$2 billion for the
1979-85 period. China agreed to export 8 million metric tons of crude oil
and some refined petroleum products and to give priority to supplying
the Philippines with additional amounts of crude oil and refined prod
ucts if required. In return, the Philippines would export 1 million metric
tons of raw sugar as well as copper concentrates and coconut oil. A
further trade protocol in January 1986provided for an exchange of prod
ucts of about US$180million each way. The growth of bilateral trade and
investment has been hampered in recent years by the severe domestic
economic problems in the Philippines.

Singapore has no diplomatic relations with China, and its govern
ment has openly declared that it will be the last ASEAN country to
establish such relations. An exchange of trade representatives took place
in July 1981. Nonetheless, among the ASEAN countries, Singapore has
the most developed economic relations with China. This reflects both
the city-state's pragmatic policy toward foreign economic relations and
its importance as a trading nation. For a number of years the govern
ment has gradually relaxed controls on travel to China by its citizens. In
more recent years, trade and investment relations have been actively
promoted. The open-door policy of China and the 1985-86 economic
recession in Singapore have provided additional incentives. Current
economic links with China are mxiltifaceted. They include a former sen
ior cabinet minister acting as economic adviser to China's special eco
nomic zones, the active involvement of several government and
semi-government companies in consultancy projects in China, as well
as the active participation of the Singapore private sector in bilateral
trade and investment projects. Singapore is an important conduit for
the transfer of technology to China from the advanced countries. In
addition, Singapore is playing an active role in providing various service
technologies, including the development and management of major
infrastructural projects such as ports, airports, and hotels. The scope for
economic cooperation has been further expanded following the Singa
pore prime minister's visit to China in September 1985.

Singapore's systematic exploitation of economic opportunities in
China is in contrast to the ambivalent stances adopted by some ASl^N
countries. In part this is because the development of Singapore-China
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relations has not been hampered by domestic political sensitivities.
Also, the institutional framework for bilateral economic relations has
been better developed, including direct air links between Singapore and
Beijing, minimal visa and bureaucratic controls on travel, and well-
developed banking facilities. Cultural and linguistic affinities have also
provided Singapore with an edge in international business competition.

Thailand banned direct trade with China in 1959 and Chinese goods
reached the country only via Hong Kong and Singapore. When China
was admitted into the United Nations in 1971 commercial contacts

between the two countries resumed. Following the official visit to China
of a Thai senior minister in December 1973, the Chinese government
made a strategic move and offered 50,000 tons of light diesel oil at a
"friendship price," which was below the world market price.^ As a
gesture of goodwill, in December 1974 the Thai government legalized
direct trade again. Private sector trade grew and contributed to the
resumption of diplomatic relations in July 1975, leading to further trade
growth.

As with the Philippines, Thailand has enjoyed cordial and stable
relations with China, and responded positively to China's open-door
policy. Deng Xiaoping visited Thailand in 1978 and this led to the sign
ing of a bilateral trade agreement establishing a joint committee for trade
and a protocol of import commodities. The yearly protocol became the
format of bilateral trade. Although such protocols are rigid, they do
contribute to orderly trade between the two countries.

Bilateral Trade and Investment

Although bilateral economic relations are generally multifaceted,
trade and investment are the most important avenues for such relations.
In addition, the trade relation is the most readily quantifiable. The ways
by which the ASEAN and China economies interact are manifested in
their respective trade patterns and in their cross-investments.

ASEAN's Trade Pattern

Although Singapore is the smallest economic entity in ASEAN, it is
also its largest trading nation. In 1985, Singapore alone accounted for
36.5 percent of ASEAN's total trade with the rest of the world, followed
by Malaysia (20.6 percent), Indonesia (20.6 percent), Thailand (12.3 per
cent), the Philippines (7.4 percent), and Brunei (2.5 percent).

^See Pang Rongqian, in ASEAN-Chim Economic Relations, pp. 210-34.
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ASEAN is heavily dependent on the developed market econonues
for capital, technology, imports of machinery and equipment and other
manufactures, as well as for export markets for its primary products and
growing range of labor-intensive manufactures. In 1985, 60.5 percent of
ASEAN imports and 57.5 percent of its exports were with the DNffis,
led by Japan and followed by the United States and the EEC. The
dependence on exports to DME markets is highest for Indonesia (80
percent) and lowest for Singapore (47 percent). On the import side, the
dependence on DME sourcing is highest for Indonesia (77percent) and
lowest for Bnmei and Singapore (less than 50 percent). In the same
year, 36.5 percent of ASEAN's exports and 39 percent of its imports
were with the LDCs. However, much of this trade is intra-ASEAN, with
Singapore accounting for the bulk, because of its role as regional
entrepot. Trade with Eastern Europe, including the Soviet Union,
remained limited, accounting for only 1.1 percent of ASEAN's exports
and 0.3 percent of its imports in 1985; this reflects a combination of
weak political ties, differences in economic systems and trading prac
tices, as well as sheer geographical distance.

The export structure of ASEAN countries, excepting Singapore^ is
still dominated by resource-based primary products (see Table 3). Min
eral fuels form an overwhelming bulk of the exports of Brunei and Indo
nesia. The exports of Thailand are dominated by food and industrial
raw materials, and that of Malaysia by mineral fuels and industrial raw
materials. In the Philippines, primary products, mainly food and indus
trial raw materials, accounted for half the exports. For Singapore,
exports of primary commodities reflect more its entrepot role rather
than its domestic production structure. As the most industrialized of
the ASEAN countries, Singapore's non-entrepot exports are dominated
by manufactures; machinery and transport equipment accounted for 26
percent of its total exports, as compared to 6 percent for China and
Thailand and less than 5 percent for Indonesia and the Philippines.

ASEAN imports show the growing importance of mineral fuels and
machinery and transport equipment, and the declining importance of
food and other manufacturers (Table 4). The hefty increase in petroleum
prices in the 1970s meant sharply higher petroleum import bills for the
Philippines, Singapore, and Thailand until recent years. Singapore
imports crude petroleum for its refineries, and reexports most of it after
processing. The sharp growth in imports of machinery and transport
equipment reflects the high levels of investment activity in the ASEAN
states. The slower growth of food imports reflects increased domestic
self-sufficiency in food production as well as the lower income elasticity
of demand for food products. The slower growth of "other manufac
tures" reflects the impact of import-substituting industrialization in
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some ASEAN countries. Among the ASEAN countries, only Singa
pore's import structure shows a dominance of primary products,
reflecting its resource poverty and its entrepot role.

China's Trade Pattern

Like that of the ASEAN countries, China's global trade is largely
with the developed market economies and developing countries, and
there is only limited trade with the centrally planned socialist econo
mies of Eastern Europe, including the Soviet Union. On the export side,
its dependence on DME markets grew from 36.6 percent in 1970to 44.7
percent in 1980, then declined but remained at over 40 percent in the
first half of the 1980s. Traditionally the EEC has been its largest DME
market, but in recent years it has been superseded by Japan, which
accounted for half of China's exports to the DMEs. China is more
dependent on DMEs as sources of supply, accounting for over two-
thirds of its total imports. Japan is the leading supplier, accounting for a
high of 35.7 percent of imports from all sources in 1985.

The developing world features more prominently in China's exports
than in its imports, accounting in 1985 for 50.8 percent of its tot^ ex
ports and 24.7 percent of its total imports. Most of the trade is with
Asian developing countries. For trade with Eastern Europe (including
the Soviet Union), exports and imports amounted to 5.5 percent of its
total trade in 1980-85.

The commodity composition of the exports and imports of China is
shown in Tables 3 and 4 (as for ASEAN). China's 1985 exports consisted
of 46 percent primary products, and 54 percent manufactures; its pri
mary exports were mainly fuels, minerds and metals, and food; its
manufactured exports were dominated by textiles and clothing (24 per
cent), with only 6 percent in machinery and transport equipment. Of
China's imports in 1985, 77 percent were manufactures, and 23 percent
were food and industrial raw materials. China hardly imported any
mineral fuels.

ASEAN'China Bilateral Trade

Beforethe normalization of diplomatic relations between China and
most of the ASEAN states in the mid-1970s, bilateral trade, except for
Singapore, was executed largely via Hong Kong and Singapore. Because
of different political systems, direct trade with China was carefullycon
trolled by the government in most ASEAN countries. Also, since China
has a different economic system, much of the bilateral trade is handled
by state and quasi-state trading corporations. The ASEAN-China bilat
eral trade, culled from ASEAN trade data, is shown in Table 5. In abso-
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lute levels, total two-way trade with China rose rapidly from only
US$0.2 billion in 1970 to US$4.2 billion in 1985, a twenty-four-fold
increase, faster than either the growth of ASEAN's global trade or of
China's global trade. Exports to China grew from $45 million to $989
million, or 22 times, while imports from China grew from $131 million
to $3.2 billion, or 25 times.

Looking at bilateral trade from the ASEAN perspective, China
remains a small trading partner of ASEAN countries, even though the
share of China in ASEAN's total direct trade increased from 1.3 percent
in 1970 to 3.1 percent in 1985. ASEAN is more dependent on China as a
soxirce of imports than as a market for exports, with the import share
rising from 1.8 percent to 5.1 percent and the export share rising from
0.7 percent to 1.4 percent in the same period. However, the shares
would be higher if the indirect trade via Hong Kong is fully taken into
consideration. Also China can play a potentially larger role in helping
ASEAN countries diversify the highly concentrated market structure of
their foreign trade and reduce the heavy dependence on trade with the
developed market economies.

Among the ASEAN countries, Singapore is China's largest trading
partner, followed by Thailand, Malaysia, the Philippines, Indonesia,
and Brunei. In fact, Singapore accounts for the bulk of the ASEAN-
China trade. Singapore's share of the two-way trade rose from 26.1
percent in 1970 to 61.6 percent in 1985; while Singapore's export share
declined from 51.1 percent in 1970 to 33.7 percent, its import share rose
sharply from 17.6 percent to 70.2 percent. In value terms, Singapore's
trade with China grew very rapidly in recent years, from US$0.4 billion
in 1978 to US$2.6 billion by 1985. In 1985 alone, the bilateral trade grew
by 64 percent over the preceding year. Singapore became China's fifth
largest trade partner, and China ranked sixth in Singapore's foreign
trade.

Now looking at the bilateral trade from the China side, the share of
ASEAN in China's total trade is larger but shows wide fluctuations over
time, ranging from 7.4 percent in 1970, falling to 4.2 percent in 1983,
and recovering to 5.6 percent in 1985. Even excluding the indirect trade
via Hong Kong, the direct trade alone is quite important for China,
especially since the balance of this trade is invariably in China's favor.
The ASEAN share of China's exports declined from 12.8 percent in 1970
to 5.2 percent in 1983, and recovered to 10.3 percent in 1985. The
ASEAN share of China's total imports rose from 2.6 percent in 1970 to
4.7 percent in 1982, but declined to 2.7 percent in 1985. Thus, ASEAN is
more important as a market than as a source of supply to China. The
ASEAN market has always been a significant outlet for Chinese mer
chandise, from traditional foodstuffs to various kinds of low-priced tex-
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tiles and garments, and household goods and tools. ASEAN, after
Hong Kong, has been an important source of foreign exchange for
China.

ASEAN-China trade shows a chronic deficit for ASEAN as a whole

and for every ASEAN country, with the exception of Thailand in 1982
and 1985. The deficit has widened rapidly in recent years in spite of
some attempts by China to secure balanced trade. By and large, the
trade imbalance is caused by the strong demand for a wide variety of
Chinese goods while China has a low demand for the limited range of
commodities exported by ASEAN. The predominant imports of China
from ASEAN are primary products, largely natural rubber, palm oil,
copper concentrates, timber, and rice. In recent years, China has been
under mounting pressure from individual ASEAN countries to balance
bilateral trade. The bilateral deficit is largest for Singapore; however,
Singapore to some extent balances its deficit in merchandise trade with
its surplus from service exports to China.

Composition of ASEAN-China Trade

Although the volume of trade has increased, the range of ASEAN
exports to China has not changed much. Traditional crude materials
form the bulk of exports to China. Manufactured exports remain sirtall,
albeit growing.

Available data for 1982 shows that primary products still dominated
and constituted 76.2 percent of ASEAN's total exports to China, with
food alone accounting for 44.3 percent and crude materials 27.2 percent.
Manufactured exports accounted for only 20.5 percent of ASEAN total
exports to China, mainly chemicals and basic manufactures. As China's
industrialization program gets under way, demand for ASEAN indus
trial raw materials should grow rapidly.

The main ASEAN suppliers of primary products to China are Thai
land, Malaysia, and the Philippines; for them, primary products consti
tuted almost their entire exports to China. For Thailand, they were
mainly food products such as sugar and rice, as well as natural rubber
and tobacco. For Malaysia, the bulk was mainly natural rubber amd
processed wood, and for the Philippines, mainly sugar, metals, and
fixed vegetable oils. In addition, Indonesia's exports to China are also
almost entirely of primary products, largely of coffee. Only in the case
of Singapore did primary products constitute a minority share (30.0
percent) of exports to China, with rubber by far the most important
commodity. In fact, Singapore accounted for most of ASEAN's exports
of manufactures to China, made up largely of chemicals, machinery and
equipment, veneer and plywood, nonmetallic mineral products, and
iron tubes and pipes.
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The composition of ASEAN imports from China has seen some sig
nificant shifts. Traditionally, food was the dominant import, not only
rice and other staples, but also a wide variety of canned food and typi
cally Chinesefoodstuffs for the ethnic Chinesepopulation. The share of
food imports declined to less than 20percent by 1982. At the same time,
following the international oil crises, ASEAN increased its petroleum
imports from China, so that its share in total imports rose to 25 percent
by 1982 to form the largest single import item. Singapore, the Philip
pines, and Thailand import largely petroleum and food from China,
Malaysia and Indonesia mainly crude materials and food, and Brunei
mainly food. Petroleum supplies at friendship prices to the Philippines
and Thailand were critical in easing the energy shortage in those two
countries. At its peak, petroleum accounted for 50 percent of Thai
imports from China. Thai dependence on Chinese petroleum declined
following domestic production of natural gas and a return to a more
balanced supply-demand relationship in the international petroleum
market. ForSingapore, imports of Chinese crude helped offsetthe slack
in petroleum refining capacity causedby the falloff in Middle East crude
supplies. During 1983-85 there was a dramatic rise in Singapore's
imports of crude oil from China. In 1984, 3.8 million tons of crude oil
was imported from China, a twenty-fold increase over the 1983 import
volume. By 1985 Singapore was refining 80,000 to 90,000 barrels of
crude oil from China daily, mainly for reexport to China. Underscoring
the importance of the oil trade, the China National Chemicals Import
and Export Corporation set up office in Singapore and has increasedits
direct purchase of petrochemicals from Singapore.

Manufactures constituted a little less than half of ASEAN imports
from China, mostly chemicals, machinery, textiles, iron and steel, and
metal manufactures. About half the manufactures were imported by
Singapore.

ASEAN-China Investment Ventures

Since the 1960s, the ASEAN countries have been actively promoting
the inflow of foreign investments to accelerate the pace of economic
development. All the ASEAN countries have very active foreign invest
ment promotion programs. The major sources of foreign investments
are the industrial market economies of Japan, the United States, and
Western Europe. However, sizable investments are originated from
developing countries, particularly from the Asian NICs. Traditionally,
foreign investments have moved into resource development. Since the
1960s sizable investments have moved into manufacturing activities to
assist in the industrialization programs. Except for Singapore, foreign
investments in the services sectors of ASEAN are still somewhat lim-
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ited. There are also sizable outward investments by ASEAN countries,
much of it occurring within the Asian region, with cross-investments
between ASEAN countries. Thus, Singapore investments are fairly
large in Malaysia and Indonesia, while Malaysia is also a significant
investor in Singapore. In recent years, outward investments have eiso
gone to China in response to the open-door policy.

For China, the promotion of inward foreign investment is a much
more recent phenomenon. Opened at the first level are the special eco
nomic zones (SEZs). Foreign investors can now benefit from a much-
improved infrastructure and industrial facilities, preferential taxation
treatment, eased restrictions on entry of foreign personnel, and better
access to foreign exchange and working capital. Export-oriented indus
tries are foremost to be developed and complemented by import-
substituting ones. Opened at the second level are fourteen coastal cities,
where infrastructural facilities and preferential treatment have likewise
been accorded foreign investors.

China's attraction for foreign investors lies in its vast home market
and labor reservoir and its potential for growth. There are now Chinese-
foreign joint ventures, as well as Chinese-foreign cooperative enter
prises and wholly owned foreign enterprises in various economic
productive lines. The Ministry of Foreign Economic Relations and Trade
(MOFERT) statistics show that there was a total of US$16,200 million of
agreed foreign investment that had been made in China in the 1979-85
period. Foreign banks have also established business operations in
China. By December 1985 there were 155 branch offices of foreign banks
stationed in China. China has also invested abroad since 1980. By the
end of 1984, US$150 million was invested in more than 100 noncommer
cial cooperative undertakings in more than 30 countries. These ranged
from the exploitationof natural resources, manufacturing, construction,
to shipping, finance, insurance and consultancy services, as well as res
taurants.®

Chinese data also show that ASEAN investments in China reached
over US$250 million up to September 1985.^ Most are concentrated in
infrastructure and hotel construction, and in medium-technologyman
ufacturing. ASEAN investors lack the financial and technologic^ capa
bility to compete with Japan and Western coimtries in large-sc^e
projects. As China's investment climate improves and ASEAN bx:^i-
nessmen develop a greater capacity for outward investments, the

®Cheng andZhang, inASEAN-Chim Economic Relations, p. 27.
^id.
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ASEAN countries may be expected to increase the level of their invest
ments in China.

Among the ASEAN countries, Singapore has the largest number of
investment projectsin China, undertaken byboth the privateand public
sectors in Singapore. The Singapore investments are spread thinly over
a large number of projects, ranging from oil exploration to hotel man
agement. Geographically, they are spread out over more than a dozen
provinces. China has encouraged Singaporeans to negotiate investment
projects directly with the provincial governments. The two countries
also signed an investment protection agreement in November 1985.
Businessmen from Thailand have also been quite assertive in investing
in China. It is estimated that there are about twenty-five investment
projects with Thai involvement. In contrast to investments from Singa
pore which are more diverse and technologically more sophisticated.
Thai investments are in consumer durables, light machinery products,
and construction.

China's investments in the ASEAN countries are still on a limited
scale, and very minor when compared to the extent of foreign invest
ments in the region. So far the investments have been mainly in Singa
pore and Thailand, while investments in Malaysia and Philippines are
in the pipeline. China is not permitted to invest in Indonesia.

Issues and Prospects

There are a number of issues in the new phase of ASEAN-China
economic relations which slow the development of bilateral economic
relations. Some are long-standing and political, while others are newer
economic issues.

There are two long-standing politicalissues. First, is the continuing
support by the Chinese Communist Party of localcommunist parties in
the ASEAN countries. The situation has reached an impasse. On the
one hand, China sees such party-to-party support as distinct from
government-to-govemment relations, and argues that such support is
more token or moral than real. China cannot totally ignore these par
ties, for fear of creating a potential vacuum for the Soviet Union. On the
other hand, the ASEAN countries, particularly Malaysia and Indonesia,
see the continuing support by the Chinese Communist Party as an indi
cation that China has not completely abandoned potential subversive
intervention in the region. Second, in some ASEAN countries, notably
Malaysia and Indonesia, the significant presence and conspicuous role
of the ethnic Chinese has been a domestic political issue with ramifica
tions for bilateral relations with China. It is feared that the ethnic Chi
nese community may undermine national security as well as benefit
unduly (vis-a-vis the indigenous groups) from any extensive economic
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relations, because of the cultural and linguistic advantage. For these
ASEAN countries, therefore, the challenge for their governments is how
to forge economic ties while keeping in perspective these political
issues.

On the economic front, the euphoria of ASEAN political leaders
and businessmen, following the implementation of economic reforms
and the open-door policy in China, has given way to a more realistic
assessment of the challenge in developing economic relations with a
country with a different political and economic system. China has to
grapplewith the political and economic problems arising from a system
of partial economic liberalization. TheASEAN countries are concerned
with the ability of China to maintain its present course of economic
liberalization and open-door policy, the need for ASEAN countries to
develop a more diversified export capacity and economic complemen
taritywith China, and mutual solutions to problems of trade imbalance,
inefficient trade practices, and the regulatory and bureaucratic controls
on foreign investors in China.

ASEAN's trade with China is more subject to political influences
than is its trade with other similar market-oriented economies. Any
abrupt change in China's domestic political and economic scenario can
affect the amoimt of foreign exchange allocated for foreign trade, or the
reintroduction of state controls to regulate the volume of trade. Will
there be a halt or reversal of China's present economic policies? In addi
tion, will China be tempted to use foreign trade and investment as a
political weaponin the future? There are no certain answers. Hence, the
bilateral relations of ASEAN countries with China are in a state of flux,
rather than in one of stable continuity.

China's trade with ASEAN countries has grown rapidly in recent
years, but not as rapidly as trade between China and the developed
market economies. The further growth of bilateral trade is somewhat
restricted by the underdeveloped institutional framework supporting
trade as well as by the basic lack of complementarity of the ASEAN
(excepting Singapore) and Chinese economies.

The institutional support for ASEAN-China trade has to be strength
ened. This would involve greater official support for the development of
two-way trade, and the removal of physical, bureaucratic, and financial
restrictions inhibiting the freer flow of goods and people. Trade prac
tices (such as countertrade) and trade protocols that emphasize bal
anced trade are also inhibiting factors, but given the current foreign
exchange problem faced by China and ASEAN countries, these prac
tices cannot easily be replaced by more efficient trade practices.

To accelerate the pace of development ofbilateral trade in goodsand
services between ASEAN countries and China, greater areas of eco-
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nomic complementarity have to be identified. Traditional complemen
tarity arises from the differences in resource endowment between tropi
cal and subtropical countries, giving rise to an exchange of agricultural
products. But competitive elements also exist in such resource-based
trade. Both China and ASEAN are major producers of rice. In addition,
it is possible to grow a number of tropical crops such as rubber and
palm oil in Southern China, particularly on Hainan Island. China and
ASEAN also share a number of common nonrenewable energy and
mineral resources, with possible competition in export markets.

Among countries at different levels of development, complementar
ity exists in the vertical division of labor, while among countries at
advanced levels of development, complementarity exists in the horizon
tal division of labor. Among countries at low levels of development,
there is limited complementarity. Industrialization is based on speciali
zation not in technologies but in resource-based and labor-intensive
goods. Being at similar levels of development, China and the ASEAN
countries share similar trade structures, importing technology, machin
ery and equipment, as well as intermediate goods from the developed
market economies, and exporting resource-based goods and labor-
intensive goods to the markets of the advanced countries. There is lim
ited absorptive capacity in China for ASEAN products and vice versa.

ASEAN countries are faced with the challenge to diversify the com
position of their exports to China, so that the export momentum can be
sustained and the bilateral trade deficits contained. They also face a
potential competitive threat from China in third country markets. In
particular, China is already a large producer and exporter of labor-
intensive manufactures such as textiles and garments. To earn the nec
essary foreign exchange to support its import requirements, as well as to
provide employment for its huge labor force, China will have to acceler
ate its exports of labor-intensive manufactures in the years to come.
China has a competitive edge from an abundant labor supply and low
labor costs. But ASEAN countries have the advantage of greater eco
nomic and managerial flexibility and better infrastructural support. So it
is unlikely that China will have a comparative advantage over the whole
spectrum of labor-intensive manufactures. The task is for ASEAN coun
tries to find their own niches. In the final analysis, competition is the
engine of growth of capitalist economies. The ASEAN countries will
inevitably face competition in exports, if not from China then from
other countries.

Of the six ASEAN economies, Singapore's tends to complement
China the most. In the present and medium term, Singapore has a
demand for China's resource-based exports, that is, foodstuffs, energy
and industrial raw materials, as well as basic manufactures for which
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Singapore has no comparative advantage because of land scarcity and
resource poverty. China has, in turn, a demand for the high value-
added and medium- and high-technology goods and services that
Singapore can provide with advantage. Singapore's present phase of
economicdevelopment places priority on high value-added and capital-
(human and physical) and technology-intensive goods and services,
which places it in a good position to supply part of China's vast needs.
In addition, in view of its role as a regional entrepot and as a transporta
tion and financial center, its well-developed physical and human
resources, and the cultural and linguistic affinity of its population with
China, Singapore is well placed to act as a conduit for the movement of
people, goods, services, and technology to and from China.

Like the trade relations, the ASEAN-China investment relations
have complementary and competitive angles. Complementarity arises
from investments in each other's economy, to take advantage of
country-specific as well as industry- and firm-specific advantages. Thus,
Singapore businessmen have invested in China in hotel development,
shipbuilding and ship repair, and oil exploration, while both the gov
ernment and private companies have set up consultancy services.
Despite disenchantment with the efficiency of China's economic institu
tions and the associated investment risks, ASEAN businessmen cannot
afford to ignore the huge potential of the China market. However, China
is not only competing for ASEAN investments, but also to some extent
competing with the ASEANcoimtries for the same pool of international
investments, in particular investments from Japan, the United States,
Western Europe, and the Asian NICs. The ASEAN countries wiQ there
fore have to ensure that their investment climates remain attractive.

In spite of the problems that exist in the bilateral economic relations
between ASEAN countries and China, and in the potential negative
spillover effects of China's open-door policy on ASEAN export and
investment competitiveness, the economic benefits for ASEAN from a
prosperous and economically vibrant China far outweigh the costs. As
Japan has done in the last two decades, China can also become the
engine of growth in the Asia-Pacific region, with beneficial direct and
indirect spillover effects on the ASEAN economies. This assessment,
however, is valid only to the extent that China continues to move along
the path of nonideological development and contributes to the peace
and security of the Asia-Pacific region.
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12. Indonesia-China Relations

HADI SOESASTRO

When the two major Asian countries, Indonesia and China, were
close partners in the inid-1960s, they saw their collaboration as the
nucleus of a world movement against "neocolonialism, colonialism,
and imperialism." Their quasi-alliance was seen by many nations inside
or outside the region as a destabilizing factor. Today, when these two
major Asian countries remain at a distance with each other, they are told
that they should feel embarrassed.

Which party should feel more embarrassed by this situation is not
immediately clear. It has been suggested that Beijing's lack of success in
normalizing its relations with Jakarta has meant that the Chinese are
kept out of the political process of Southeast Asia whenever Indonesian
interests are involved. Similarly, some have thought that Indonesia
could play a bigger role in solving the Kampuchean problem if it nor
malizes its relations with China.

The question of normalization of relations between Indonesia and
China has become one of the most interesting challenges to interna
tional relations, as well as a subject of speculation, among interested
observers over the years.

The most recent official Indonesian statement on the resumption of
diplomatic relations with China came from Sudharmono, the state sec
retary and chairman of GOLKAR (Golongan Karya, lit.. Functional
Group, Suharto's ruling party), when he addressed a gathering at
Hasanuddin University in Ujungpandang in March 1986. He stated that
diplomatic ties would not be resumed unless the Chinese Communist
Party abandoned its policy of interfering in communist movements in
Southeast Asia.^ This statement suggested that Indonesia's position on
the issue had not changed. Indeed, almost ten years earlier. President
Suharto had clearly stated in his August 1976 Independence Day mes
sage to the parliament that the Government of Indonesia (GOl) would
only normalize relations with Beijing if the latter respected Indonesia's
integrity and did not meddle in its internal affairs.

This condition may indeed be "the bottom line," so to say, for Indo
nesian policymakers. This being the case, many observers would argue

^See Jakarta Post, March 25, 1986.
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that it still is going to take a long time for the two countries to normalize
their relations. The statement by the Chinese Foreign Minister Wu
Xueqian that China maintains only "moral relations" with the commu
nist parties and does not use such links to interfere in other countries'
internal affairs is not regarded as a sufficient guarantee by the Indone
sian side.

Despite this recognition, several attempts have been made in the
past to produce a breakthrough. On the Indonesian side, one could
refer to the two Malik initiatives, in 1977 and 1984, respectively. It is
interesting to examine why those attempts failed.^ Perhaps the more
intriguing episode was the one related to Foreign Minister Wu's 1985
visit to Indonesia to participate in the commemorationof the 1955 Afro-
Asia Conference in Bandung. Not a few observers hoped that the Ausit
would lead to a breakthrough. On the one hand, there was the feeHng
that Indonesia was gradually readopting a higher international profile,
which would require it to normalize relations with China. This was
Malik's thesis all along, which was most explicitly stated at a press con
ference in Hong Kong on March 8, 1984. He suggested that Indonesia
could not play a prominent role in Asia without first normalizing its
relations with China, a powerful Asian country that no longer could be
ignored by Indonesia.

On the other hand, others felt that the presence of the Chinese
foreign minister at the Bandung Commemoration should be seen as a
symbol, an implicit statement by the Chinese, of their intention not to
interfere in the internal affairs of other countries, one of the so-cafled
Bandung Principles. As suggested earlier, Wu's statement regarding the
maintenance of moral relations, however, did not provide adequate
proof. Similarly, the failure of Malik's 1977 attempt might have been
related to the reported statement made in November 1978by then Chi
nese VicePremier Deng Xiaoping during his visit to Kuala Lumpur who
declared that Beijing would not cease its support of communist insur
gent movements in the Southeast Asian area.

Meanwhile, on many occasions, Indonesian policymakers had sug
gested that Indonesia would be able to cope with the imminent threat
from China when it managed to solve its own internal security prob
lems, which inter alia involved the problem of Indonesian citizens of

^On the 1977 episode, see Justus M. van der Kroef, " 'Normalizing' Relations with the
People's Republic of China: Indonesia's Rituals of Ambiguity," Contemporary Southeast
Asia, vol. 3, no. 3 (December 1981), pp. 187-218; on the 1984 episode, see Bilveer Singh,
"Sino-Indonesian Relations: Problems of Normalization" in Asian Affairs, vol. 6, no. 4
(October-December 1984), pp. 301-15.
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Chinese descent. Thus, there was this linkage which often appeared to
have been used for the sake of postponing moves towardnormalization,
which van der JCroef described as Indonesia's rituals of ambiguity.^

To be sure, the Chinese also play their part in this game of ambigu
ity, as reflected—for example—in their citizenship law. This ambiguity,
however, affects not only their relations with Indonesia, but those with
some other Southeast Asian countries as well. With regard to Sino-
Indonesian relations, the Chinese for their part have clearly indicated
their readiness to resume diplomatic relations. Such signals havebeen
transmitted to Jakarta either directly or through Tokyo and Canberra.^
The Indonesian side, however, maintains that it is not in a hurry to
resume diplomatic relations with China.

Attention has recently been focused on the resumption of direct
trade relations between the two countries. Despite Indonesia's ex
tremely cautious move in that direction, the Chinese sideseems to con
sider it as possibly a first step toward normalization. The Chinese may
harbor hopesthat developments on the economic front—when those on
the political front have failed already—could lead to the long-sought
breakthrough.

This chapter reviews the development of Sino-Indonesian trade
relations with the aim of examining the effectof direct trade relations on
overall bilateral relations. The tentative conclusion of this chapter is a
mixed assessment on its overall effect. While the resumption of direct
trade could lead to increased two-way trade and more intensive interac
tions between the two countries, experience so far shows that a number
of issues which have emerged in the conduct of trade cannot easily be
solved without the development of political understanding apart from
the equally important development of the necessary trade mechanisms.

This chapter briefly describes the 1985 resumption of direct trade
relations between Indonesia and China. This is followed by an examina
tion of the pattern of Sino-Indonesian trade relations. The concluding
section discusses some of the policy issues which have emerged, and
their implications for overall Sino-Indonesian relations.

The Resumption of Direct Tirade Relations

With the issuance of Presidential Instruction (Inpres) no. 9/1985 on
July 23,1985, the GOI officially endorsed the resumption ofdirect trade
between Indonesia and China negotiatedby the IndonesianChamberof

^Seevan der Kroef, " 'Normalizing' Relations."
^See, e.g., Singh, "Sino-Indonesian Relations."
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Commerce and Industry (KADIN Indonesia) and the China Council for
the Promotion of International Trade (CCPIT).

From the beginning, the GOI stressed the unofficial nature of the
negotiations, which on the Indonesian side were carried out by a non
governmental body, KADIN. The signing of the Memorandum of Un
derstanding (MOU) between KADIN and CCPIT took place on July 5,
1985, in a third country, Singapore, and the words Republic of Indone
sia and People's Republic of China (PRC) were absent from the text of
the MOU. Both provisions were meant to amplify the unofficial nature
of the agreement.

The Chinese side appeared somewhat confused by Indonesia's
unofficial approach. The signing of the MOU would have been further
delayed had the Chinese side continued to insist that its counterpart,
KADIN, produce a written mandate from the GOI.

Despite its unofficial nature, the MOU can be regarded as a break
through. KADIN started to explore the possibility of reopening dirfect
trade back in 1977, involving visits by KADIN representatives to tjie
Canton Fair and subsequently also to Beijing in 1978. That initiative
failed to receive official support at home, partly due to strong objections
from the parliamentbut most likely becausethe government did not see
any urgency to resuming direct trade with China. KADIN's renewed
efforts in 1984 found more favorable responses from the GOI, largely in
connection with the decision of the government in 1982 to diversify
markets for export, including the development of new markets in the
socialist countries. Fvuthermore, public opinion no longer resented
those efforts. In fact, the support of the GOI should not have been
unnoticed bythe Chinese, especially withthe appointment ofthe junior
minister/cabinet secretary by the president to coordinate steps toward
resumption of direct trade relations. However, the deliberately xmoffi-
cial, rather cautious approach was meant to affirm Indonesia's offidal
stance, namely that the resumption of direct trade ties should not be
interpreted as a concrete step toward a restoration of full diplomatic
relations.5

The MOU stipulates six provisions to serve as guidelines for direct
trade transactions. These are necessitated in part because the two coim-
tries have no diplomatic relations. The provisions relate to: (1) transac
tion payments; (2) procedures for visa applications; (3) berthing rights
of vessels fljdng the respective national flags; (4) communication ser
vices; (5) exchange of trade missions; and (6) the approval by the respec
tive governments and the termination of the MOU.

^Jakarta Post, July 6, 1985.
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The approval by the GOI was transmitted to the Chinese side on
July 29, 1985, by the KADIN trade delegation that paid a visit to China
to mark the reopening of direct trade relations. Thus, Sino-Indonesian
direct trade officially resumed on that day. This put an end to the neces
sity to conduct trade through a third country as practiced throughout
the eighteen years following the break-up of diplomatic relations in
October 1967.^

It perhaps is premature at this stage to assess the resxilts of the
reopening of direct trade in terms of "trade creation." The initial
increases in trade maylargely come as a result of shifts in the mode of
transaction, from indirect to direct trade. In fact, on the part of Indone
sia direct trade is aimed at not only increases in the level of trade but
also at the reduction of the role of intermediaries.

Potentials for increased two-way trade have been identified largely
on the basis of commodities already exchanged; the potentials, however,
are believed to be quite large. China's modernization and Indonesia's
further industrializationdefinitely open up new opportunities for trade.
The recent purchaseof Indonesia'scrude petroleum by Chinahas never
been examined before, and could provide a good illustration of such
development.^ It also suggests that what traditionally is seen as an area
of competition mayturn into an area for cooperation. This latter aspect
has not been studied sufficiently.

Thedevelopment of the trade infrastructure and mechanism greatly
influences the ability of the parties concerned to exploit existing and
emerging potentials for tradebetween them. Indeed, a mainchallenge
to the execution of direct trade between Indonesia and China today is
whether it can prosper in the absence of diplomatic relations. The rela
tively smooth trade relations between Singapore and the PRC may not
be entirely appropriate as a model in view ofthe different nature oftheir
overall bilateral relations—compared with Indonesia-PRC relations—and
the very developed trade infrastructure of Singapore.

Sino-lndonesian Trade Relations: Patterns

and Issues

There are two distinct periods in the development of Sino-
Indonesian trade. The first period began with the signing of the 1953

^ For an examination of the suspension of the relationship, see Justus M. van der Kroef,
"The Sino-Indonesian Rupture/' China Quarterly, no. 33(January-March 1968), pp. 17-46.
^The purchase, which tookplace in March 1986, wasseen as a "trial" purchase with an
amount of 1.5 million barrels of crude valued at US$10.40per barrel; see Kompas, April 30,
1986.
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Trade Agreement and ended with the suspension of formal relations
tions between Indonesia and China in 1967. The second period viras
marked byindirect traderelations which lasted for about eighteen years
until the resumptionof direct trade relations in July1985.

An excellent review ofIndonesia-China tradeduringthe first period
can be found in John Wong's study.® A number of interesting features
have been identified. The first feattue was the close interaction between
trade transactions and political relations. Indeed, the rise of Sino-
Indonesian trade between 1955 and 1959, followed by a decline in 1960
and a recovery in 1964, very well reflected the development ofpolitical
relations between the two countries. However, Wong also suggested the
influence of China's economic development on Sino-Indonesian trade.
The increase in bilateral trade during thesecond half ofthe1950s might
have been stimulated by China's overall Southeast Asian trade drive.
Sunilarly, the decline in 1960 might have been caused by China's
domestic economic setbacks.

As shown by Indonesian trade statistics (see Table 1), Indonesia's
exports to China increased from less than US$3 million in 1954 to about
US$53 million in 1959, or from an insignificant fraction of total exports
in 1954 to close to 6 percent in 1959. Likewise, imports from China went
up from almost nothing when the 1953 Trade Agreement was signed to
over 15 percent ofIndonesia's total imports in 1959. Both exports to and
imports from China declined in1960, and with therecovery in1964 they
regained the levels of 1959 foronlya brief periodbefore declining again
in 1966.

Table 2 exhibits China's recorded statistics with Indonesia. It shows
essentially the same developments for the period 1953-67. Imports
increased from about US$5 million in 1954 to US$60 million in 1959. In
terms of total imports, the rise was less dramatic than thatexperienced
by Indonesia. In China's case it went up from 0.4 percent in 1954 to
only about 3percent in 1959. China's exports toIndonesia asa percent
age of its total exports also increased from 0.3 percent in 1954 to 3.1
percent in 1959.

China's imports from Indonesia reached their height in 1964 at
about 4.2 percent of its total imports; at this peak, the share of the
Chinese market for Indonesia's exports was 7.2 percent. Indonesia's
imports from China peaked in 1965 at around 14.2 percent of its total
imports, and this peak was for China about 3.2 percent of its total

®John Wong, The Political Economy of China's Changing Relations with Southeast Asia (Lon-
don: Macmillan, 1984).
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Table 1

Indonesia's Recorded Trade with China, 1953-85

Exports Imports

Value, f.o.b. Percent of Total Value, c.i.f. Percent of Total

Year (US$ millions) Exports (US$ millions) Imports

1953 « * 2.1 *

1954 2.8 ♦ 3.5 *

1955 6.5 0.7 10.1 1.0

1956 11.7 1.3 30.2 3.7

1957 25.2 2.6 27.0 3.2

1958 43.4 5.5 41.8 8.7

1959 53.1 5.7 61.2 15.4

1960 35.4 4.2 57.0 9.9

1961 36.4 4.6 39.9 5.0

1962 34.6 5.1 34.9 5.4

1963 42.2 6.0 44.3 8.5

1964 52.2 7.2 60.9 9.0

1965 40.0 5.7 98.8 14.2

1966 9.5 1.4 40.7 7.7

1967 0.7 54.2 8.3

1968 « 38.4 5.4

1969 43.0 5.5

1970 — — 32.8 3.3

1971 — — 27.6 2.5

1972 — — 39.0 2.5

1973 48.8 1.8

1974 — — 113.9 3.0

1975 — 203.5 4.3

1976 — — 131.8 2.3

1977 — — 153.5 2.5

1978 — 112.2 1.7

1979 — — 131.8 1.8

1980 — — 197.3 1.8

1981 8.3 253.5 1.9

1982 14.2 230.9 1.4

1983 27.0 * 204.0 1.2

1984 7.7 * 224.4 1.6

1985 84.2 0.5 248.4 2.4

1986** 93.7 0.9 228.2 3.3

♦Insignificant(less than US$0.5 million or less than 0.5 percent).
♦♦J anuary-August.

Sources: Sino-Indonesian trade figures for 1953-62 have been compiled by John Wong from
UN. and IMF statistics; see The Political Economy of China's Changing Relations with
Southeast Asia Tkble 2.1; Indonesian total trade figures are taken from K. D. Thomas and
J. Panglaykim, "Indonesian Exports: Performance and Prospects 1950-1970, Part I,"
Bulletin of Indonesian Economic Studies^ no. 5 (October 1966). Figures for 1963-85 are
based on statistics of the Indonesian Central Bureau of Statistics, various issues.
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Table 2

China's Recorded Trade with Indonesia, 1953-85

Exports Imports

Value Percent of Total Value Percent of Total

Year (USS millions) Exports (USS millions) Imports

1953 * 4c __ __

1954 2.8 0.3 4.6 0.4

1955 9.0 0.7 13.3 0.8

1956 29.3 1.8 26.0 1.8

1957 21.2 1.3 27.6 1.9

1958 52.4 2.7 38.8 2.1

1959 69.1 3.1 60.0 2.9

1960 34.3 1.8 39.7 2.0

1961 46.8 3.1 36.7 2.5

1962 29.0 1.9 39.8 3.5

1963 48.9 3.1 42.6 3.6

1964 47.2 2.7 62.4 4.2

1965 65.1 3.2 43.8 2.4

1966 * 4c 16.4 0.8

1967
~ ~

1968

1969 — —

1970 — —

1971 — —

1972 — ~ ~

1973

1974 — —

1975 — —

1976 — —

1977 ♦ 4c 4c 4c

1978 * 4c 4c 4c

1979 ♦ 4c

1980 21.0 0.1 14.0 0.1

1981 54.0 0.3 63.0 0.3

1982 46.0 0.2 151.0 0.8

1983 49.0 0.2 150.0 0.7

1984 70.0 0.3 214.0 0.8

1985 124.0 0.5 330.0 0.8

♦Insignificant (less than US$0.5 million or less than 0.5 percent).

Source: Sino-Indonesian trade figures for 1953-80 are taken from The Almanac of China's
Foreign Economic Relations and li-ade, 1984; China's total trade figures (1953-66) are taken
from estimates reproduced in A. Doak Barnett, China's Economy in Global Perspective
(Washington, D.C.: Brookings Institution, 1981), Tkble 2.1. Figures for 1981-85 are taken
from IMF, Direction of TYadeStatistics, various issues.
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exports. Thus, Indonesia's external trade was more exposed to the Chi
nese market than vice versa.

The second feature is that bilateral trade during the period 1953-65
achieved a more or less overall balance. This was not the case with
China's trade with other Southeast Asian countries. As pointed out by
Wong, Sino-lndonesian balanced trade resulted from the government-
to-government basis on which trade between those two countries was
largely conducted, and because in accordance with Article 111 of the
1953 Trade Agreement, both sides agreed to maintain the trade in bal
ance as a matter of principle.

Chinese statistics (see Table 2) showed that in cumulative terms its
bilateral trade with Indonesia was in balance, with exports and imports
amounting to US$455 million and US$435 million, respectively, during
the period 1954-65. Indonesia's recorded trade with China showed
some cumulative imbalance in China's favor, namely with imports
amounting to US$510 million and exports of US$384 nuUion, over the
same period. However, no serious complaints from the Indonesian side
were recorded. To the contrary, even the practice of dumping by the
Chinese, which led to the adoption of countermeasures in other South
east Asian countries, was regarded as mutually beneficial by the GOl.^

The maintenance of a balanced trade, however, was not without
costs—at least to the Indonesian side. As recollected by a former Indo
nesian minister, the trade balance was artificially maintained through
countertrade or barter arrangements, often to Indonesia's detriment.
The example cited was a deal made in August 1965 to barter 90,000 tons
of Indonesian RRS-1 rubber for fertilizers and rice from China. The deal
was not implemented because the Indonesian side detected that the
rubber was to be reexported—and hence, would compete with Indone
sia's directexports—and that Italywas the sourceof the fertilizer, which
Indonesia already imported directly.^®

The third feature was the relatively simple commodity composition
of trade. During the period 1954-67, Indonesia's imports from China
consisted mainly of textile goods and rice, the latter item fluctuating
greatlywith Indonesia's total rice imports, although China was not then
the main supplier. In 1959, textile goods (cotton-weaving yarns and cot
ton fabrics) and rice constituted 25 percent and 38 percent, respectively,
of Indonesia's total imports from China; in 1965, their shares were 51
percent and 21 percent. The commodity composition of Indonesia's

^id.
^°The storywas told by the former minister of plantation, Frans Seda, to Sinar Harapan,
August 1, 1985.
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exports to China was equally very simple, and consisted almost entirely
of rubber.

It is not surprising that in order for the two countries to keep an
increasing and balanced trade, they had to resort to barter and counter
trade deals. This was because China's absorptive capacity for raw mate
rials from Southeast Asia was limited and Indonesia could offer only a
limited selection of export commodities. The experience of the 1954-67
period showed that increases in the level of trade between the two
countries was sustainable through political will on both sides.

Sino-Indonesian trade dropped immediately after 1965. Afterward,
some trade, namely, in commodities that continued to make economic
sense, was handled by third countries as indirect trade. The shift in the
mode of transaction may also have caused a reduction in the level of
trade, but its effect may not be great.

The period since 1967 was noteworthy because trade between the
two countries was conducted in an indirect manner. As a consequence,
no complete pictme of the total transactions is available. The incomplete
statistics had rather disturbing implications for Indonesian perceptions
of its bilateral trade with China. Trade imbalances, which were not an
issue in the preceding period, gained considerable attention from both
the general public and policymakers. This issue will be discussed later.

Indonesia's imports from China, coming mostly through Hong
Kong, were relatively well recorded, in part because Hong Kong
recorded its reexport trade. Some imports from China, in particular
chemicals and raw materials for pharmaceutical industries, were also
coming through Western Europe. China had no record of its indirect
exports to Indonesia. It also had incomplete accounts of its imports
from Indonesia, except for the last two or three years. Likewise, Indoiie-
sia had far from complete records of its indirect exports to China.

Indonesia's exports to China were continued mainly through Singa
pore rather than Hong Kong. Reexports by Singapore from Indonesia to
China were believed to consist mainly of rubber, but no firm informa
tion was available. In addition to Singapore and, to a much lesser
extent. Hong Kong, it was reported that some Indonesian exports to
China were traded through Bangkok.^^

Indonesia' imports from China declined from their peak of 14.2
percent of total imports in 1965 to 5.5 percent in 1969, and further to 1.8
percent in 1973. In 1974, imports from China rose to 3 percent of total
imports, mainly due to large increases in Indonesia's rice imports. In

^^Statement made bytheIndonesian minister oftrade, Rachmat Saleh; see Kompas, May 6,
1985.
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1975, about 75 percent of Indonesia's imports from China consisted of
rice. By 1979 a new pattern had emerged in Indonesia's imports from
China: no longer were they dominated by rice and textiles.

The commodity composition of Indonesia's imports from China
from 1980 to 1984 is shown in Table 3. Further changes in its structiure
took place even in that brief period. In the first half of that period, about
30 percent of total imports consisted of manufactured goods. This share
was reduced to 18 percent in 1984. Instead, crude materials—mainly oil
seeds and cotton fiber (see Table 4)—became the most important import
items; their share rose to about 30 percent of total imports from China
in 1984 from only 6 percent in 1980. Three other commodity groups,
namely (a) food and live animals (mainly foodstuffs for animals and
preserved vegetables); (b) chemicals; and (c) transport equipment, had
a combined share of 45 percent in 1984.

The shares of major Indonesian imports from China in 1984 at the
three-digit commodity level are shown in Table 4. The nine principal
items had a combined share of about 55 percent of total imports, sug
gesting that the structure of Indonesia's imports from China has
become more diversified in terms of its commodity composition. This
has not happened with China's imports from Indonesia. Estimates for

Table 3

Indonesian Imports from China by Commodity Groups, 1980-84
(percentages)

SITC* Commodity Groups 1980 1981 1982 1983 1984

0 Food and live animals 16.5 22.3 9.4 10.7 16.6

1 Beverages and tobacco 1.5 0.9 1.4 1.3 1.2

2 Crude materials, inedible 6.2 5.2 14.6 18.9 29.8

3 Mineral fuels, lubricants, etc. 1.3 1.6 2.6 2.9 1.5

4 Animal and vegetable oils and
fats 0.2 0.2 0.2 0.2 0.1

5 Chemicals 20.5 18.2 17.1 21.4 15.7

6 Manufactured goods 31.0 32.5 29.8 26.1 18.3

7 Machinery and transport
equipment 16.3 13.2 15.3 14.0 13.0

8 Misc. manufactured articles 6.4 5.8 10.1 5.3 3.8

9 Commodities and transactions

NES — — — —

Total 100.0 100.0 100.0 100.0 100.0

♦Standard International Trade Classification.

♦♦Negligible.

Source: Indonesian Central Bureau of Statistics, Indonesian Foreign Hade Statistics,
Imports, various issues.
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1984 suggested the dominance of three commodities (plywood, rubber,
and coffee), which together accounted for about 90 percent of China's
imports from Indonesia (Table 5). This asymmetrical development was
thought to result from the absence of direct trade relations, an absence
that penalized Indonesia in terms of its ability to market its nontradi-
tional export commodities to China.

Table 4

Principal Indonesian Imports from China,* 1984
(percentages)

SITC** Commodity Percentage

222 Oil seeds used for extraction of soft fixed vegetables 16.8
263 Cotton 9.8

081 Food stuffs for animals 8.5

651 Textile yarn 4.0

785 Motorcycles, motor scooters, and other cycles 3.9

056 Vegetables, roots, and tubers, prepared or preserved
n.e.s.t 3.7

695 Hand and/or machine tools 3.3

699 Manufactures of base metal n.e.s.t 2.9

523 Other inorganic chemicals; organic and inorganic
compounds 2.4

Other 44.8

Total 100.0

♦Above US$5 million.
**Standard International Trade Classification.

tNot elsewhere specified.

Source: Indonesian Central Bureau of Statistics, Indonesia Foreign TYade Statistics,
Imports, various issues.

Table 5

Principal Chinese Imports from Indonesia, 1984
(percentages)

Commodity Percentage*

Plywood 60
Rubber 25

Coffee 4

Other (palm oil, logs, fertilizers, spices, and herbs) 11
Total 100

♦Rough estimates.

Source: Chinese custom's figures as cited in the Jakarta Post, July 30, 1985.
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Trade imbalances, which became an issue during this period, were
seen also as a consequence of the absence of direct trade. In fact, both
sides recorded trade imbalances in favor of the other side. This was not

surprising, since it was easier for both sides to identify the origin of
their indirect import trade than to detect the destinations of their indi
rect export trade. Since 1981 some Indonesian exports to China have
been recorded; they consisted almost exclusively of coffee, which must
be fully recorded by destination (quota versus nonquota countries)
under the International Coffee Agreement.

Table 6 is an attempt to reconstruct Indonesia's trade with China
from 1980 to 1985. On the import side, three records (lines 1 to 3) are
compared; they consist of: (a) Indonesia's recorded imports from
China; (b) reported reexports by Hong Kong from China to Indonesia;
and (c)China's recorded exports to Indonesia. The first and second sets
of figures were close to each other, but have exhibited an increasing
divergence since 1984, with the latter becoming lower than the former.
This might suggest that imports through third countries other than
Hong Kong, or indeed from China "directly"—even before the resump
tion of direct trade—might have increased. In fact, China's recorded
exports to Indonesia showed a slight jump in 1984. The improved at
mosphere in Sino-Indonesian relations since 1984 might have facilitated
some "direct" trade transactions.

The records on the export side are very deficient. Reexports by
Hong Kong from Indonesia to China have never been very significant,
amounting to around US$40 million in the early 1980s. In later years,
Chinese imports of pljrwood mainly came through Hong Kong. How
ever, since 1983reexports by Hong Kong from Indonesia to China were
no longer published as a separate item, suggesting a declining impor
tance from either Hong Kong's or China's point of view. China's records
on imports from Indonesia seem to have improved in later years. In fact,
the figures since 1982might give a good indication of the magnitude of
Indonesia's exports to China.

If Indonesia's recorded imports from China and China's recorded
imports from Indonesia (for the later years) are to suggest the actual
magnitudes of exports and imports between the two countries, it can be
concluded that: (a) the trade balance appeared to be onlyslightlyin favor
of China; and (b) the trade imbalance tended to be reduced, and in 1985
might even have turned in favor of Indonesia.

The general belief was that Sino-Indonesian trade was very much to
Indonesia's disadvantage. Twodifferent poUcy suggestions followed from
that belief. The first, somewhat defeatist in nature, suggested that Indo
nesia should limit its interactions with China because tradewise it will

always be at a disadvantage. The second, a more activist position, sug-
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gested the need to reopen direct trade with China to rectify the
imbalance, which was believed to be the consequence of indirect trade.

There were other arguments for the reopening of direct trade, first
among them being the chance to have more firm data on the entire trade
transactions between the two countries.xhis may indeed be a desir
able objective, but there are ways of estimating the magnitude and com
modity composition of transactions, especially since there have been
improvements in reporting on the Chinese side. Second, it was argued
that direct trade would result in cheaper imports and higher profit mar
gins on exports by eliminating the commission fees of intermediaries,
which ranged from 5 to 12 percent in the case of Hong Kong's middle-
men.^3 This suggestion also did not go unchallenged. Counter argu
ments pointed to the importance of the scale of transactions, which
explained the efficient operations of intermediation by Hong Kong or
Singapore.The then-Indonesian minister of trade, Radius Prawiro,
was reported to have argued that direct trade might even result in more
costly transactions.

A third argument for the resumption of direct trade called for less
ening Indonesia's dependence on third parties, the intermediaries. It
was suggested that Indonesian products traded by intermediaries can
not compete with products from countries that market their products
directly—and thus, more aggressively—such as Malaysia. Therefore, it
was argued, direct trade should be in Indonesia's interest if only to
protect Indonesia's market share for rubber and coffee.^^

Other arguments related to the hypothesis that direct trade would
facilitate increased exports from Indonesia to China, of both traditional
and new commodities, and thus, would assure a more balanced trade.
Direct trade was thought to have yet another advantage, namely that it
would allow greater control over the kinds of goods imported from
China. There were some fears, however, that the reopening of direct
trade would result in a flood of Chinese manufactured exports that
would harm domestic producers.

^Kompas, Jtdy8, 1985.
^^ased on KADIN's statement in Merdeka, December 29, 1977; also statement by the
representative of Indonesian Commodities Centre, Ltd. (ICC), Simr Harapan, October 12,
1984. ICC is a private Indonesian company established in Hong Kong in 1983to promote
exports of Indonesian commodities, primarily with the Chinese market in mind.
^^Statement bythe chairman of the Association ofIndonesian Importers (GINSI), Zahri
Achmad, in Tempo (Singapore), July 13, 1985.
^^Kompas, May 20, 1978.
^^Statement bytheforeign minister, Mochtar Kusumaatmadja, at a hearing in the House
of Representatives; see Kompas, November 12, 1984.
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The above concerns were expressed to the first Chinese trade dele
gation that paid a return visit to Indonesia on August 9-19, 1985. Itie
chairman of CCPIT, Wang Yaoting, who headed the delegation gave
assurances that China would not export goods already produced in
Indonesia.^^ Other concerns have been taken into account in the draft
ing of the MOU; those concernsmaybe more political than economic in
nature. Still uruesolved is the issue of establishing trade representative
offices in each other's country. But short of this, it was hoped that direct
trade would proceed smoothly.

In spite of the reopening of direct trade, some transactions might
still be undertaken by third parties. Hong Kong in particular. This may
be simply for reasons of convenience, or cost considerations, or because
of the greater protection—legal or otherwise—granted to transactions
conducted under Hong Kong laws and regulations. These consider
ations may apply to both the Indonesian and the Chinese sides.

In the course of time both sides will select the kind of transactions
which can be beneficially conducted through third countries. As was
pointed out elsewhere, indirect trade works well so long as it is in the
interest of intermediaries; exports of coffee or plywood from Indonesia
to China may have benefited from the superior trade services of Hong
Kongor Singapore but it is questionable how far these two coimtries are
willing to promote those Indonesian products that compete with their
own.^®

As stated earlier, the share of the Indonesian market for Hong Kong
reexports has sharply declined in the last few years, from third place
(after China and the United States) in 1980 to the eighth place in 1985.
However, Hong Kong's trade with Indonesia continues to be dominated
by reexports. In 1984, for example, about 89 percent of Hong Kong's
total exports to Indonesia consisted of reexports, and approximately 58
percent of its total imports from Indonesia were reexported.

On the origin of Hong Kong's reexports to Indonesia, until 1984 it
was Japan—rather than China—that was the main source of reexports.
Japan's share was about 60percent in 1981, but that share declined to 26
percent in 1985. This decline appears to be part of—and in line with—
the overall reduction in Indonesia's imports, especially from Japan,
since 1983.

Hong Kong reexports from China to Indonesia remained rather sta
ble diuing the past five years, but did not experience the drastic drop

^^Sinar Harapan, August 14, 1986.
^®Djisman Simandjuntak, "Demythologising the China-Indonesia Trade," in the Indone
sian Quarterly, vol. 13, no. 2 (April 1985), pp. 144-49.
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endured by reexports from Japan. Indonesia's share of total Hong Kong
reexports from China was 5.4 percent in 1984 and declined slightly to
3.7 percent in 1985. Hong Kong's role in Sino-Indonesian trade is far
more important than it is in Japan-Indonesian trade relations, since
almost all Indonesian imports from China have come through Hong
Kong. The commodity composition of reexports from China to Indone
sia was also much more diversified than that of reexports from Japan.
As shown earlier in Table 3, there had been a shift in the commodity
composition of Indonesian imports from China, from manufactured
goods, machinery and transport equipment toward crude materials,
such as cotton and oil seeds, as well as manufactured intermediate
inputs, such as textile yarn. This may explain the sustainability of Indo
nesia's imports from China.

It remains to be seen what role Hong Kong will play in Sino-
Indonesian trade now that the two countries have resumed direct trade

relations. Commodities which are imported by Indonesia in relatively
large quantities—such as cotton—are now likely to be traded directly.
The Chinese side has also indicated an interest in importing Indonesian
plywood directly as soon as they have terminated the contract with their
Hong Kong agents. However, commodities in smaller quantities,
namely machinery, equipment, tools, and the like, which in total may
still amount to US$100 million or so, are likely to continue to be
imported through Hong Kong. All these will depend on how smoothly
direct trade between Indonesia and China develops in the coming
years.

Future Prospects

The KADIN delegation that visited China from July 27 to August 3,
1985, to mark the official reopening of direct trade returned with great
optimism about the future of direct Sino-Indonesian trade. During the
visit, the Chinese side signed letters of intent to purchase Indonesian
products worth an estimated US$352.5 million. These included cement
(250,000 tons), fertilizers (25,000 tons), pl3rwood (150,000 cu m), sawn
timber (75,000 cu m), rattan (5,000 tons), textile raw materials (worth
US$60 million), concrete steel (5,000 tons per month for one year), natu
ral rubber (50 to 75,000 tons), cocoa (3,000 tons), and coffee (6,000
tons).In addition, it was reported that the Chinese side also indicated
an interest in buying aluminum ingots and sheet glass.The Indone
sian side did express an interest in buying cotton fiber (50,000 tons).

^^Antara, August 6, 1985.
^^Jakarta Post, August 5, 1985.
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coal, and asphalt. Beijing also sought to export silk and railway tracks to
Indonesia.^^

A return visit by China's first trade mission to Indonesia, which
took place on August 9-19, 1985, immediately following KADIN's visit,
was expected to finalize the above deals. The forty-three-member dele
gation was headed by the chairman of CCPIT and consisted of presi
dents, vice presidents or general managers of seventeen companies,
including the Bank of China. It was a high-level delegation. However,
the delegation did not leave with any signed contracts, but suggested
that smaller groups would make follow-up calls.

Nonetheless, the visit was useful since it provided an opportunity
for the Chinese delegation to meet with Indonesian officials and vice
versa. Both the Indonesian minister of trade and the junior minister/
cabinet secretary reiterated the policy of the GOT, which essentially sup
ported direct trade activities by providing all the necessary facilities but
would give no special treatment to China. Earlier, it was suggested by
the chairman of CCPIT that Beijing was prepared to give special treat
ment to Indonesia, especially in the form of lower import duties.22

In late August 1985, a textile team from China indeed came to sign
purchase contracts for textile raw materials. The purchase consisted of
polyester fiber (5,000 tons), polyester textured yam (8,000 tons), nylon
stretch yam (200 tons), and acrylic fiber and top (4,000 tons). However,
the purchase was linked to a counterpurchase requirement for Indone
sia to buy Chinese cotton.23 A visit by a delegation from Sinochart (Chi
na's national shipping company) followed in early November 1985 to
discuss shipping problems.

Throughout 1985 a number of shipments to China had been
reported. Krakatau Steel—a state enterprise—was reported to have
exported 5,000 tons of steel wire to China even prior to the reopening of
direct trade.24 Similarly, there were direct shipments of fertilizers Giily
and October), sawn timber (October), as well as mbber (November). In
fact, in early January 1985a new shipping policy had already been intro
duced by the GOI, allowing Indonesian vessels to go to China. How
ever, most of the above shipments were undertaken by vessels under
Chinese flags.

By the end of 1985, the realization of Indonesian exports to China as
recorded by KADIN amounted to US$38 million.^s Some of those

^^Ibid.
^Thiswas reported in Kompas, July 30, 1985.
^Merdehi, September 2, 1985.
^^Simr Harapan, January 22, 1985.
^Antara, January 6, 1986.
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exports, however, did not originate with the agreements made during
KADIN's mission visit to China or made through KADIN, suggesting
that while KADIN has been given a coordinating function, it has no
legal powers to oblige exporters to go through KADIN.

Another KADIN delegation visited Beijing on January 15-22, 1986,
and during this visit the Chinese side signed another contract to buy
250,000 tons of cement, valued at US$13.5 million. The Chinese side
indicated that this deal might lead to a total purchase of 1 million tons
for 1986. However, the Chinese side insisted on a countertrade deal in
which the Indonesian side was to purchase coal and cotton in return.
The insistence on a countertrade deal by the Chinese was seen as com
pensation for them, since they could have imported cement from Tai
wan via Hong Kong at a lower price.^^ The agreement had numerous
implications. First, the deal was seen by many in Indonesia as politically
motivated and therefore, not very welcome. Second, the Indonesian
side found it difficult to implement the deal because KADIN cannot
function as a trading house. Thus, it was left to the sellers of the cement
to conduct the countertrade.

Interactions between Chinese and Indonesian traders have been

quite intensive since July 1985. ByJuly 1986, direct exports from Indone
sia to China had reached US$214 million whereas direct exports from
China to Indonesia amounted to US$50 million.^^ In August 1987
another countertrade deal was signed involving the exchange of 100,000
tons of cement from Indonesia with 400,000 tons of coal from China.^s
Potentials for increasing trade remain to be exploited and further identi
fied. The absence of trade representative offices in each country will
make it difficult to gather up-to-date information on market opportuni
ties. However, this problem is not as urgent to resolve as the more
serious problem of shipping, countertrade, and inspection and verifica
tion procedures for China's exports to Indonesia.

With regard to shipping, it had been agreed in principle that vessels
from both countries would be given a "fair share" in the transportation
of goods from Indonesia to China and vice versa. This agreement was
endorsed in August 1985 between CCPIT and the Indonesian National
Shipowners Association (INSA).^^ However, as later reported by
KADIN, the transportation of about 5 million tons of goods throughout

^^This statement was made by the head of the KADIN mission, Tony Agus Ardie, as
reported in Pelita, January 25, 1986.
^^Antara, August 22, 1986.
^Sinar Harapan, August 11, 1986.
^^Kompas, February 8, 1986.
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1986 between Indonesia and China—involving a freight cost of US$80
million—will be handled solely by Chinese vessels.This decision was
taken because KADIN believed that the freight tariffs of Indonesian ves
sels were 40 percent higher than those of Chinese vessels. This esti
mate, however, was disputed by INSA. The problem appeared to have
been settled among KADIN and INSA. There was also a belief that
arrangements at the ports of China tended to discriminate against for
eign flag carriers.

Countertrade as practiced by the Chinese side in a number of deals
with Indonesia may indeed become an obstacle to increasing direct
trade. In fact, Indonesia's initiative to reopen direct trade with China
may have been taken at a time when China has already started to
restrict the uses of its rapidly dwindling foreign exchange (especially
during 1985). Countertrade appeared to have been introduced out of
necessity rather than choice. However, the Indonesian side lacks sophis
ticated trading services which can facilitate countertrade. Another
aspect of this issue is that the high profile of Indonesian efforts to pro
mote Sino-Indonesian trade might have aroused the attention by Chi
na's policymakers, making Indonesia a target for the imposition of
certain measures, such as countertrade. This was perhaps justified by
the belief in Beijing that the Sino-Indonesian trade balance was in Indo
nesia's favor. As a result, some suggestions have been made to take
advantage of indirect trade between Indonesia and China as a way
around the unwanted countertrade.

The policy implications for Indonesia are not immediately obvious.
Indonesia may opt for further strengthening direct trade relations, even
though countertrade is applied by China, because Indonesia may see
this as a challenge to the development of a more sophisticated trading
infrastructure on its part. This certainly requires a more global
orientation—rather than bilateral—in the development of its trading
mechanism. The coordinating function performed by KADIN is far from
adequate.

The other problem relates to inspection and verification of China's
exports to Indonesia. A regulation of the GOI, the Presidential Instruc
tion (Inpres) no. 4, April 1985, stipulated that all imports to Indonesia
must be inspected and verified by the Geneva-based Societe General de

^°For 1986, the following shipment wasplanned: (a) from Indonesia to China, onemillion
tons of fertilizers, one million tons of cement, one million metric tons of plywood, 0.5
million tons of iron and miscellaneous goods; (b) from China to Indonesia, one million
tons of coal, 0.5 million tons of finished and semifinished goods; see Sinar Harapan, Febru
ary 1, 1986.
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Surveillance (SGS) at points of loading and must be covered by SGS
verification reports to be allowed into the country. The problem for
China is that SGS has no subsidiaries, affiliates, or agents in China, and
China does not allowforeign surveyor companies to operate in China.

Due to this problem, shipments of raw cotton fiber from China to
Indonesia, which should have taken place in October, November, and
December 1985 according to a signed contract, had to be postponed.
CCPU's vice chairman, Guo Dong Po, visited Indonesia in late January
1986 to resolve the problem of inspection and verification. The Chinese
side proposed that the smvey be undertaken by the China National
Commodity Inspection Corporation (CCIC). Indonesia has not objected
to this proposal so long as an agreement can be reached between SGS
and CCIC. It was reported that negotiations in Beijing in March 1986
between CCIC, SGS, and P. T. Sucofindo—the Indonesian surveying
company that supervises SGS's work in country—did not result in an
agreement regarding the issuance of the surveyor's verification report.^^

From April 1, 1986, SGS decided to undertake the survey in Hong
Kong, which effectively meant that Sino-lndonesian trade is processed
throughHongKong. In view of this development, the Chinese sidewas
also reported to be considering a suspension of direct trade with
Indonesia—so far as its exports to Indonesia are concerned—and to let
the trade be carried out through Hong Kong.®^ This problem has not
been fully resolved.

The above discussion illustrates that there are a number of obstacles
in the development of direct trade relations between Indonesia and
China, in spite of the increases already experienced in 1985 (see
Table 1).

Someof these problems originate with the lack ofpolitical relations
between the two countries. However, the lack of the necessary trading
mechanism also explains the difficulties faced in the relationship. As
long as these problems persist, it will be difficult to expect a break
through in overall bilateral relations to be produced on the trade front.
Where, then, should one look for a possible, new breakthrough?

As suggested elsewhere, "critical for a new breakthrough in the
normalization process are not so much renewed Chinese assxurances
that Beijing has no subversive intent, or that there are real benefits of
direct trade with China, or yet further examples of ethnic Chinese
assimilation. These are important to be sure. But it is Indonesia's cur
rent regional concerns, among which the Cambodian question is para-

^^Sinar Hampan, April5, 1986.
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mount, that are more likely to determine the future pace of normaliza-
tion/'33 However, it is not immediately obvious why at this junction the
road ahead in Sino-Indonesian relations should lie through Kampu
chea.

^^Justus M.vanderKroef, " 'Normalizing' Relations withChina—Indonesia's Policies and
Perceptions/' Asian Survey, vol. 26, no. 8 (August 1986), p. 934.



13. Malaysia-China Bilateral Relations

ZAINUDDIN A. BAHARI

China's perception of Southeast Asia and consequently its policies
toward the region can only be understood in terms of its larger strategic
concern with the United States and the Soviet Union. This concern is
largely translated into attempts to deny control of any area within the
region to any one competitive power. By the same token it also repre
sents an attempt to preserve what is regarded as China's fundamental
interests in the region. This consideration is one of the principal deter
minants of Chinese foreign policy objectives in Southeast Asia.
Changes in the Chinese perception of threats by the superpowers, as
well as their global and domestic policies, inevitably resulted in corres
ponding changes in China's policies toward the region. Thus, fluctua
tion rather than consistency was the one singular characteristic of Chi
nese foreign policy. The unpredictable nature of Chinese behavior in the
region represented a constant source of considerable anxiety and con
cern to the regional states.

Any discussions of Sino-Malaysian relations have to take into ac
count the revolutionary as well as the nonrevolutionary objectives of
Chinese foreign policy. In other words, China's link with local insxurgent
movements represents an important dimension of its relationship with
Malaysia. Equally important is the relationship—perceived or
otherwise—with the Huaqiao, the overseas Chinese.

This chapter will attempt to trace the development of Sino-
Malaysian bilateral relations and determine the causes and rationale
behind the shifts in the foreign policies of the respective coxmtries and
how those shifts affect their bilateral relationship. It will also examine
some of the ciurent major issues in the bilateral relationship. Finally it
will attempt to examine whether existing suspicions will preclude the
further development of relations, especially in light of China's moderni
zation programs and Malaysia's need to improve its economic well-
being.

Historical Perspective

Political Relations

The unsettled political situation in China in the late nineteenth and
early twentieth centuries resulted in a mass exodus of Chinese into
Southeast Asia. Those that traveled to Malaya to work as indentured
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labor in the tin mines and rubber plantations provided the first modem
contact between China and Malaysia. This group became the nucleus of
revolutionary activities, initially fostered by Dr. Sun Yat-sen and
directed against the Manchu leaders in China. As events were to
unfold, the direction and thmst of revolutionary activities eventually
passed into the hands of the Chinese Communist Party (CCP) worMng
through its South Sea Branch, which later came to be known as the
Malayan Communist Party (MCP). Established in 1930 the MCP began
to spread its influence through the exploitation of labor unrest in 1933
and the anti-Japanese movement (among Chinese immigrants) that
arose in the wake of the Japanese invasion of Manchuria. The MCP
succeeded in gaining control of the anti-Japanese movements and sub
sequently enhanced its image as the vanguard of the struggle agamst
Japanese imperialism.

The MCP was largely Chinese in composition.^ Attempts to recruit
from the other races failed because its principal motivating force was
Chinese nationalism. Additionally, its strong anti-Japanese strain was
less than appealing, particularly to the Malays.

While the party was pro-Peking in its orientation, it followed direc
tives of the Communist International, as evidenced by its militant policy
of insurrection and opposition to the British war effort after the
German-Soviet Pact of 1939. This anti-British stance was dropped in
1940 upon the instmction of the CCP. Indeed with the coming into
power of the latter in 1949, it asserted even greater influence over the
MCP and other communist movements in Southeast Asia.

The success of the CCP led to the conviction that Mao's strategy of
the Peoples' War could be readily adopted by Third World countries to
free themselves from colonialist oppression.^ Thus the CCP endorsed a
policy of explicit and implicit support for the various "national libera
tion movements" in the region.

The consequent heightened militant activities of the MCP led to the
declaration of a State of Emergency in Malaya by the British in June
1948, following which the MCP was declared illegd. The spate of terror
ism perpetrated by the MCP and assisted by the CCP, however, contin
ued unabated and climaxed in 1951 with the assassination of British
High Commissioner Sir Henry Gurney.

Relations between Malaya and China deteriorated following the
colonial government's adoption of measures deemed repressive to the

^\^ctor Purcell, Malaya: Communist orFree (London: Victor GoUancz, 1954), p. 135.
^P. Van Ness, Revolution and Chinese Foreign Folia/ (Berkeley: University ofCalifornia Press,
1970), p. 11.
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immigrant Chinese population. Such measures included the deporta
tion of about 35,000 Chinese nationals suspected of complicity with the
MCP and the forced resettlement of almost half a million Chinese
farmers into controlled villages. Relations were further exacerbated by
the embargo on Malayan rubber exports to China.

By 1953, several developments had served to cause a significant
shift in China's policy from one that advocated armed revolution to one
that emphasizedpeaceful coexistence. Foremost was the perception that
the United States was organizing a collective defense arrangement
among the noncommunist governments in Asia to contain the commu
nist powers. The other was the failure of the insurrections inspired by
the CCP among the Asian communist movements.

The pursuit of peacefxil coexistence by China was aimed at creating
a neutral Asia and establishing a collective security system with China
very likely playing a major role. It would also allow local communist
parties who had failed in the armed struggle to pursue their original
objectives through legal and political means.

Thus, during the Asian-African Conference in Bandung in 1955,
China made a major effort to promote a strategy of peacefulcoexistence.
It urged a negotiated settlement to the insurrection in Malaya and recog-
rution of the MCP.^ Following this the MCP indicated a desire to negoti
ate with the newly elected Alliance government in Kuala Lumpur. A
meeting was subsequently held in Baling in December 1955 between
Chin Peng, the MCP secretary general, and Tunku Abdul Rahman and
DavidMarshall, the respective chiefministers of Malaya and Singapore.
The meeting, however, failed to end the insurrection.

The failure of the Baling talks added further woes to the MCP,
already suffering serious military setbacks due as much to its own hap
hazard military planning as to the unexpected ferocity of the military
campaign launched by the government. The MCP was forced to retreat
further into the jungle and finally withdrew across the Thai border,
where it began to adopt a purely defensive posture.

There was a brief interlude in Sino-Malayan relations following the
lifting of the embargo on rubber exports in 1956 and the visit to Beijing
by the first trade missions from Malaya and Singapore. China wel
comed Malaya's independence in 1957 but was apprehensive when it
learned that Malaya intended to rely upon Britain and the Common-

^Jay Taylor, China andSoutheast Asia: Peking's Relations with Revolutionary Movements (New
York: Praeger, 1974), p. 277.
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wealth for its security.^ China was also concerned about the continued
ban on the MCP.

The anticommunist policy adopted by Malaya at home and in its
foreign relations further distanced Malaya from China. This policy, for
mulated as a result of Malaya's traumatic experience with the commu
nist insxurection, consequently led to the proscription of aU publications
from the mainland and the closure of the Bank of China branch in Kuala

Lumpur. Malaya also did not accord recognition to China and opposed
the latter's admission into the United Nations. Malaya was one of the
sponsors that condemned China's invasion of Tibet in 1959 and was
equally critical of China's aggression against India in October 1962.

This period of heightened hostility indicated a hardening in
Malaya's attitude toward China, which was perceived as essentially
expansionist and hence a serious threat to world peace. It was against
this backdrop that Malaya proposed the creation of an anticommunist
Malaysia incorporating Malaya, Singapore, North Borneo, and Sarawak.

The proposal was bitterly opposed by China, which saw it as a new
form of colonialism to perpetuate British imperial dominance.® China
thus lent its support to Indonesia's confrontation policy and to North
Kalimantan's separatistmovement, which attempted to set up a unitary,
independent state comprising Brunei, Sarawak, and North Borneo.®

Malaya's consent to the exchange of consulates with Taiwan in 1%6,
and China's continued support of the MCP through such activities as
the opening of a clandestine radio station called the Voice of Malayan
Revolution (VOMR) based in South China in November 1969, further
exacerbated Sino-Malaysian relations.

Throughout 1967, China was in the grip of an internalpowerstrug
gle brought about by the Cultural Revolution. With radicals in control of
most of the important positions, including those in the Foreign Minis
try, at a time of increased Sino-Soviet competition for leadership of tjhe
communist world, China was thus prompted to adopt a more forward
position. Inevitably the Chinese strongly opposed the formation of
ASEAN in August 1967 by Malaysia, Indonesia, Thailand, the Philip
pines, and Singapore. The organization, believed to have been inspired

^See Nan Chun, "On theIndependence ofMalaya," inShih Shou Tse, "Current Affairs,"
August 1957; quoted in R. K. Jain, China andMalaysia: 1949-83 (Atlantic Highlands, N.
Humanities Press, 1984), pp. 28-30.
®See article on "Malaysian Confederation" in Shishi Shouce (Guide to Crurent Affws)
June 1%2 in Jain, China and Malaysia, pp. 53-55.
®For further details, see Taylor China and Southeast Asia, pp. 304-10.
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by the United States, was perceived to be militantly oriented, to serve
the U.S. policy of containing China.

Toward theendofthe 1960s, with thebeginning oftheBritish mili
tary withdrawal east of Suez and theenunciation ofthe Guam Doctrine,
doubts were beginning to emerge within the Southeast Asian leader
ship regarding the credibility of Western deterrence. In attempting to
search for a broader balance of power, greater interest was shown in
accommodating China, which was perceived as having become a credi
ble power, especially in regional affairs. Consistent with this new per
ception, in October 1970, Malaysia, under the premiership of Tun
Abdul Razak, voted for China's admission into the United Nations as a
first step toward eventual official recognition and establishment of dip
lomatic relations.

This reappraisal of Malaysia-China relations should also be seen
within the context of Malaysia's conception of a policy of neutraliza-
tion.7 This concept called forendingreliance on Western deterrence and
placing Malaysia on equally friendly terms with all major powers. Italso
sought an understanding and commitment from these powers—the
United States, the Soviet Union, and China—to guarantee the indepen
dence, neutrality, and integrity of SoutheastAsia.

The nonofficial Malaysian trade delegation to China, led by Tengku
Razaleigh Hamzah on May 6, 1971, marked the beginning of a "people-
to-people" relationship between the two countries. This eventually led
to the first official visit by a Malaysian premier to China on May 28,
1974. The jointcommunique signed betweenTunAbdulRazak and Pre-
niicr Zhou Enlai dealt with both the principles governing Sino-
Malaysian relations and the question of Chinese citizens in Malaysia.®
Both countries agreed to recognize and respect each other's indepen
dence and sovereignty and further agreed not to recognize dual nation
ality. Malaysia became the first ASEAN country to establish adiplomatic
mission in Beijing.

It is worthy of note that the joint communique was silent on the
question of the MCP, though Tun Razakindicated that the Chinese lead
ership gave an assmance of noninterference in what was considered an
internal problem of Malaysia.

Establishment of Sino-Malaysian diplomatic relations was made
possible also because of a change in China's foreign policy. With the
end of the Cultural Revolution, the focus was no longer on competing

^For further details, see Dick Wilson, The Neutralization of Southeast Asia (New York:
Praeger, 1975), pp. 6-8.
®China-Malaysia joint communique. May 31, 1974.
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with the Soviets for leadership of the international communist move
ment. It was also not on opposing U.S. influence. Rather, the objective
was to counter the expansion ofSoviet and, to a lesser extent, Japanese
influence within the Southeast Asian region.

Adding to China's strategic concern was the deterioration of rela
tions with its former ally, Vietnam, whose relationship with the Soviet
Uruon had been fortified by the conclusion of a treaty of peace and
friendship. To counterbalance Soviet-Vietnamese influence, China had
to improve relations with noncommunist Southeast Asia.

Development of Malaysia-China relations was constrained, how
ever, by the continued Chinese involvement with the MCP—still per
ceived to be the primary threat to Malaysian internal seciuity, not least
because of its avowed objective of undermming the legally constituted
government. While its numerical strength might have been small
(slightly more than 2,000) its potential for causing internal instability
was substantial. Witness the height of its armed struggle between1948
and 1960. That a foreign power had provided support to the MCP was
urrforgivable. What rendered itunforgettable was that both entities had
a common ethnic denominator. It is this ethnic dimension that colors
the perspective on the issue of theMCP and China's involvement.

Development of Malaysia-China relations was only possible if China
played down its involvement with the local insurgent movements. Yet it
was just not possible for China to advocate a peaceful transition for the
MCP, whose avowed objective was (and still is) theviolent overthrow of
thelegally constituted government. And itwas not possible for China to
abandon the MCP without irreparably damaging Chinese ideological
pretensions.

Thus, China was prompted to pursue its so-called dual-track policy
of state-to-state relations that reflected recently established official ties
and party-to-party relations that reflected a continued ideological link
with the MCP.

It is this aspect of China's behavior that Malaysia found wanting, if
not altogether unacceptable. The seeds of mutual distrust, sown much
earlier in the history of China's relations withMalaysia, did not disap
pear with the establishment of official relations. Tun Hussein's visit to
China in May 1979 contributed little toward the building of mutual
trust. The shutdown of the VOMR in June 1981 also did not improve
bilateral relations, for VOMR was immediately replaced by another
transmitting stationcalled the Voice of Malayan Democracy.

China was also perceived tobe behind the establishment ofa clan
destine paper organization of theMCP called theMalay Nationalist.Rev
olutionary Party of Malaya, headed by Abdullah C. D., a member of the
MCP centralcommittee. The organization was aimedat wooing the sup-
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port of various communities, especially the Malays, and by the same
token to lessen the MCP's pro-Chinese image.

Against such a background. PremierZhao Ziyang's assiurance dm-
ing his official visit to Malaysia on August 9,1981, that China had disas
sociated itself from the MCP was not believable. The explanation that
the linkbetween the CCP and the MCP wasonly "political and moral"
was neither convincing nor acceptable.'

Aside from the MCP, China was also associated with the North
Kalimantan Communist Party (NKCP). Established in 1965, the NKCP
operated in Sabah and shared similar revolutionary objectives with the
MCP.

Vietnam's invasion of Kampuchea in 1978 subsequently led to a
strategic alignment between ASEAN and China. This alignment was
predicated on the common immediate objective of forcing a Vietnamese
troop withdrawal from Kampuchea. Malaysia, however, did not share
China's view thatVietnam sought regional hegemony. On the contrary,
Vietnam was seen as a front-line state fighting against possible long-
term Chinese domination of the region.

Economic Relations

Aside from political and security considerations, economics pro
vided a strong motive for reappraisal of relations with China. Even as
early as 1970 Malaysia had become a significant trading partner of
China, importing about M$228.76 million worth of Chinese products
and exporting some M$66.67 million worth ofMalaysian goods. By 1974
when official relations were established, Chinese exports to Malaysia
had increased to M$492.9 million and Malaysian exports to China had
likewise increased to M$210.6 million.!" (Malaysia's trade with China
accounted for about 3.5 percent of Malaysia's foreign trade in 1974.)
Sino-Malaysian trade had always been greatly in China's favor, and this
imbalance became a characteristic and major issue in Sino-Malaysian
trade relations.

With the launching of China's modernization programs and the
implementation ofMalaysia's policy of industrialization, the expansion
of trade and economic ties was seen as mutually beneficial. At the end
of Tun Hussein's visit to China in May 1979, an agreement on
exchanges of technical missions was signed. There was also mutual
agreement to increase direct trading between the two countries. By the
time Malaysia establisheda trade office in Beijing in 1983, the volume of

^Dr. Mahathir's press conference in Kuala Lumpur, August 10, 1981.
!"Department ofStatistics, Kuala Lumpur, 1985.
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trade between the two countries had increased to M$750 million. Malay
sian exports have remained imchanged over the years, with the main
items being commodities such as timber, logs, rubber, palm oil, and
lately, cocoa beans. Export of semimanufactured andmanufactured prod
ucts remained insignificant, constituting less than 20 percent of Malay
sia's total exports to Ouna. Imports from Ouna were mainly foodstuffs
like vegetables, tubers and roots, soya beans, and fruit preparations.

In 1986, the volume of Sino-Malaysian trade rose to about
M$l,149.8 million with the imbalance—M$305.6 million—still heavily in
China's favor." What is equally significant is that this trade represented
only 1.8 percent ofMalaysia's total trade. Between 1974 and1986, China
had become less, not more, important as a trading partner to Malaysia.

To improve the trade climate, discussions and negotiations nn
investment, protection, avoidance of double taxation, maritime issues,
and so on, were conducted. Pemas, a government agency, was desig
nated official trading house for the China trade. China, however, was
reluctant to engage in direct trading and refused to provide agency
rights to Pemas. It also continued to conduct Sino-Malaysian trade
mainly through Chinese middlemen in Hong Kong and Singapore.

Recent Significant Developments

Visit ofTan Sri Ghazali Shafie

Since he took office from Trm Hussein Onn in 1981, Dato' Sri Dr.
Mahathir has endeavored to reduce Malaysia's economic dependence
and traditional alignment with the West and is looking toward the East
for helpin the implementation ofthe New Economic Policy (NEP). It was
felt that an enhancement of Sino-Malaysianbilateral relations would con
tribute significantly toward the realization of this new eastward-looking
policy.

However, since the establishment of diplomatic relations in 1974,
little progress had been achieved in Sino-Malaysian relations, the major
impediment being China's refusal to renounce its link with the MCP.
The other thorn in Sino-Malaysian relations was the special treatment
being accorded by China to Malaysians of Chinese origin, including
unauthorized visits to China." Finally, there was the Chinese reluctance

"Ibid.
^Malaysian law forbids Malaysian citizens from visiting China without theexpress permis
sionof the Ministry of Home Affairs. To this end, the Chinese embassy in Kuala Lumpur
refrains from giving visas to Malaysians who do not possess the required permit. However,
this particular limitation could be overcome by arranging for the required visas tobe pro
cured in Hong Kong and by soliciting Chinese official consent not to record the visit to
China in the visitor's passport.
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to provide agency rights to Pemas, Malaysia's official China trade
agency, and to conduct direct trade with Malaysia.

It is againstthis backdrop that Tan SriGhazali Shafie in his capacity
as Malaysian foreign minister visited China on May 29, 1984. Accompa
nied by a party of thirty-three senior government officials and business
representatives, the visit was the most important since Tun Razak's visit
to Beijing in May 1974. Tan Sri Ghazali's visit was given added signifi
cance, for it coincided with the tenth anniversary of the establishment
of Sino-Malaysiandiplomatic relations.

The visit provided an opportunity for very frank and candid discus
sionson all the major issues of Sino-Malaysian relations. On the ques
tion of security, the Chinese were told in no uncertain terms that the
continued CCP-MCP link was impermissible, and that it would repre
sent an obstacle to improvement in the people-to-people relationship.
Although China insisted as a matter of principle on maintaining ties
with all political parties regardless of their ideological persuasions, in
deference to Malaysian sensitivity, it did take steps to reduce the profile
of this relationship by no longer publishing fraternal messages from the
MCP to the CCP and vice versa."

On the question of the overseas Chinese, China was made aware of
Malaysian concern and sensitivity regarding what was perceived to be
special treatment meted out to Malaysians of ethnic Chinese origin. It
would appear that China treated the latter as potential returnees to
China. This begs the question of China's possible motives and inten
tions. Given its past record of aiding local insmgents, China's actions
only increased Malaysian suspicions. China's attitude was also seen as
a disservice to Malaysian Chinese, whose allegiance to Malaysia was
arguably suspect in view of the perceived implications carried by such
special treatment. A similar concern was also expressed about imau-
thorized visits by Malaysian Chinese to China. (The extent of such
unauthorized visits is not easily discernible.)

On economic relations, Malaysiaregistered dissatisfactionwith Chi
na's preference to conduct trade through Chinese middlemen rather
than through Pemas. It was explained that such actions were tmdermin-
ing Malaysia's efforts to equalize the distribution of wealth under the
NewEconomic Policy. Chinaassured the Malaysians that no discrimina
tion was intended. It was pointed out that during Tan Sri Ghazali's
visit, several letters ofintent for a number ofmultimillion dollar projects

^The Star (Kuala Lumpur), June 2, 1984.
"Fraternal messages between the two commimist parties have in the past been published
in China's print media, and in the proscribed tmderground publications of the MCP.
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were concluded between China and both Malay and non-Malay con
cerns. A contract was signed with Pernas to allow the latter to import
US$700,000 worth of Chinese foodstuffs into Malaysia. Also indicated
was that with the opening of special economic zones and fourteen port
cities under China's development programs, there would be greater
opportunities for Sino-Malaysian economic cooperation.is

While Tan SriGhazali's trip did not exactly represent a political and
economic breakthrough for Sino-Malaysian relations, it did result in
some significant developments. China's modernization programs,
coupled with the incremental adoption of a market-oriented economic
system, provided both economic and political opportunities. Malaysia
could take full advantage of the opportunities presented to improve its
economic links to China and by the same token enhance the realization
of the objectives of the NEP. Sino-Malaysian economic relations, how
ever, should be Malaysian in character (as opposed to only Malaysia-
Chineseto the exclusion ofMalays), and directin orientation, preferably
through agencies recommended by the government. Also recom
mended was a relaxation of restrictions on visits to China by Malaysian
businessmen.

Politically, it was felt that China's modernization would lead to a
more stable China, with obviousbenefits to regionalstability. It was also
perceived that China's focus for the next thirty years or so would beon
its modernization programs and that Malaysia should use this opportu
nity to improve its own vitality.

Prime Minister Mahathir's Visit

Mahathir's visit to China on November 20, 1985, was an affirmation
of the philosophy that trade and economic cooperation should provide
substance and give meaning to a political and diplomatic relationship.
His nine-day tour of China accompanied by 130 leading businessmen
represented the biggest trade delegation ever sentby Malaysia.

Consistentwith this new philosophy. Dr. Mahathirdecided to side
step the core issue of the CCP-MCP liivk—which had been the major
political stumbling block to better Sino-Malaysian relations—and con
centrated instead on trade issues. Three agreements were signed during
the visit; one on avoidance of double taxation, a memorandum of
understanding on direct trade, and a joint processing venture." About
M$57 rruUion worth of deals were also concluded by the Malaysians.

^^South China Morning Post, June 13, 1984.
^^Far Eastern Economic Review, December 12, 1985.
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Dr. Mahathir also took the occasion to bring to the attention of his
Chinese counterparts the Malaysian anxiety about the other sore point
in their bilateral relations—the special treatment given to ethnic Chinese
businessmen. The Chinese were said to be sympathetic to the request
that all Malaysian citizens be treated equally.

China's modernization policy created more than just enthusiasm
within Malaysia. It also brought anxiety. This was articulated by Dr.
Mahathir during his visit to Qinghua University. Not only was Malaysia
concerned in the short term about competition with China for capital
and manufacturing markets, but it also worried about the long-term
implications of China's military modernization.

Major Issues

Economics and Trade

Despite having established diplomatic relations with China in 1974,
Malaysia still lagged behind other ASEAN countries in the China trade.
Singapore, which has no diplomatic ties with Beijing, is one of Asia's
largest investors in China. Since 1979, its trade volume with China has
passed the billion ringgit mark and is rising. In contrast, Sino-Malaysian
trade breached the billion ringgit threshold only in 1984 with an
imbalance of M$281.1 in China's favor. By 1986 this trade surplus had
increased to M$305.6.i7

The Malaysian prime minister's official visit to China created the
momentum for enhancement of Sino-Malaysian economic relations.
Various venues for trade were explored and several letters of intent were
signed. It was rather unfortunate that many of the initial explorations
and most of the letters of intent—for various reasons—were not followed

up. The momentum that was generated seems to have ground to a halt,
at least temporarily.

This setback was certainly not due to a lack of mechanisms or
instruments necessary to promote trade. There is the Sino-Malay Cham
ber of Commerce, established immediately after Dr. Mahathir's visit,
and there is Pernas. Unfortunately, the chamber, which was supposed
to provide the kind of services that JETRO does for Japanese business
men, failed for various reasons to live up to expectations. Pernas on the
other hand appeared unable or unwilling to move beyond mere collec
tion of commission fees. There are many who believe that Pernas could

^^While Malaysia's statistics indicate that the trade balance has always been in China's
favor, China's trade statistics indicate otherwise. This is because Malaysian products
imported from third countries are recorded by China as imports from Malaysia.
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perhaps be more actively engaged, possibly in cooperation with the
chamber, to promote Malaysian exports.

Most of the Malaysian businessmen who attempted to venture into
the China trade appeared unprepared for the kind of difficulties
encountered in China's trading climate. Many would prefer a quick
profit. Very few speak Mandarin—which is essential for doing business
with China—and even fewer are fuUy aware of the true situation and
conditions in China.

There has been no shortage of Malaysian businessmen visiting
China since the relaxation of visiting rules. During the 1984 commodity
trade fair in Guangdong, about 400Malaysians visited China. This fig
ure rose to almost 500 during the autumn fair in 1985. But very few had
serious business interests. Of the several letters of intent signed with
China, only two actually came to fruition.

To be sure there are constraints and difficulties in trading with
China, not least because of the inability of both China and Malaysia to
conclude several important agreements on Sino-Malaysian economic
relations. For example, negotiations on the proposed trade agreement
appear to have reached an impasse on the issue of a licensing clause.
TTie clause stipulates that all imports of Chinese goods into Malaysia
require an approved permit (AP). There is also a 0.5 percent commis
sion fee. The Malaysian rationale for this licensing clause is to allow
greater control of the China trade, to encourage more direct trade, and
to provide more opportunities for Malay participation. China, however,
feels that such a provision, not imposed on imports from other coun
tries, is discriminatory.^®

There is also a lack of agreement on the currency to be used for the
settlement of receipts. A shipping agreement was recently initialed but
an investment guarantee agreement is stUl pending.

While official figures are not available, it is generally believed that
indirect trade through Chinese middlemen in Hong Kong and Singa
pore has dropped substantially since the Chinese provision of agency
rights to M^aysian businessmen and the institution of an AP for
imports from China. Total direct trade between China and Malaysia for
1986 was M$l,149.8 million. Indirect trade reportedly represented about
10 percent of this amount.

China is keen on establishing a Sino-Malaysia Joint Commission
that would provide a forum for top officials from both countries to dis
cuss relevant trade matters, economic cooperation, and technical aid.

^®Countries which are members of GATT (which China is not) are excluded from this
provision.
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However Malaysia feels that in the absence of a trade agreement—which
provided the legal framework for joint commissions with other bilateral
partners—a joint commission with China would be less than meaning
ful. Furthermore Malaysia worries that China may treat the commission
as a clearinghouse to discuss issues other than economic matters.

It is generally perceived that Malaysia ranks rather low on China's
trading list. Indeed China's statistics indicate that Malaysia accounted
for only 0.8 percent of China's total global trade and ranked as its
twenty-third largest trading partner.

In cognizance of this, perhaps Malaysia needs to reassess its eco
nomic relations with China and attempt to take advantage of some of
China's predispositions, while ensuring that both Malays and non-
Malays equally enjoy the accruing benefits.

Given China's present and likely future (near-term) foreign
exchange and balance-of-payment problems, it is quite possible that
China wiQ reduce imports of nonproductive items like televisions,
refrigerators, air conditioners, and so forth. In this event, an increase in
bilateral trade between Malaysia and China could perhaps be better
realized through export ofMalaysia's primary commodities, rather than
consumer-oriented products. Malaysia is advantageously placed to pro
vide China with certain commodities together with their advanced sup
porting technologies, suitable for China's industrial development
program.

Joint-venture projects and participation in tender awards, particu
larly in China's special economic zones, could provide further potential
for increased bilateral trade.

Politics and Security

It has been argued that China's major concern in Southeast Asia is
security. But the way in which China chose to respond to this concern
enhances the anxiety of the regional states. It helped to nurture mistrust
and apprehension of China's intentions and objectives. Within the con
text of Sino-Malaysian bilateral relations, the bitter experience of the
communist insurgency and the implicit participation of the CCP have
left an indelible if not irascible mark on Malaysia.

Tobe sure both Beijing and Kuala Lumpur did not let the CCP-MCP
link stop the establishment of official relations between the two govern
ments. But the dichotomy in Beijing's foreign policy did little to ease the
Malaysian government's deep-rooted suspicions of China's intentions
and objectives regarding Malaysia in particular and the region in gen
eral.

This suspicion is further aroused by the rather complex question of
the overseas Chinese—an issue of particular sensitivity to Malaysia,
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where ethnic Chinese constitute almost 38 percent of the population.
Although there has been no record of unauthorized visits to China by
Malaysians of Chinese origin during the past three years, the Malaysian
government remains wary.

Apprehensions about China's long-term intentions in the region are
heightened by its conflicting claims in the South China Sea. China's
claims to islands, reefs, and shoals are particularly extensive and in
certain cases reach into Malaysia's exclusive economic zones. China's
use of overwhelming power to assert its sovereignty over the Paracel
Island Group in 1974 was a lesson not lost on the governments in the
region.

While the Vietnamese invasion of Kampuchea may have given
cause for a common enterprise among China, Malaysia, and the rest of
the ASEAN member countries, the differences in their perceptions in
the Indochina conflict only served to enhance mutual suspicions.

China's punitive war against Vietnam in 1979 was perceived as a
willingness to use force as an instrument of foreign policy and did little
to ease existing concerns.

Certainly there are other factors that cause apprehension toward
China. Because of its sheer size, geographical proximity, and socialist
ideology, China is perceived as threatening even if it has neither the
intention nor the ability to seem so.

It is an indication of the intensity of distrust toward China that the
members of ASEAN gave contradictory responses on the development
of Sino-American relations. China's so-called alignment with the
United States is welcomed, for it is perceived as a deterrent—in the
short term—to any moves by China against ASEAN security interests.
Yet U.S. assistance in China's modernization programs, particularly in
military modernization, causes alarm because of the long-term implica
tions to regional security.

In view of the above, Malaysia realizes that a pragmatic approaches
both pertinent and necessary in defining Sino-Malaysian bilateral rela
tions. Recognizing the need for economic opportunities and in cogni
zance of the imperatives of security, Sino-Malaysian bilateral relations
are thus to be carefully managed and controlled. Such an approadi,
while not indicative of an abatement of Malaysian distrust of China,
signifies a serious attempt to place bilateral relations on a more stable
footing.

Conclusion

While evidence of direct material aid from the Chinese Communist

Party to the Malayan Communist Party is difficult to find, there is little
doubt that the MCP drew heavily from the CCP's revolutionary model
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and experience. The CCP offered diplomatic and moral support to the
MCP and provided assistance in the regular clandestine radio broad
casts beamed from Southern China. This evidence sufficed to convince
the Malaysian administration of the threatening nature of the govern
ment in Beijing. China thus looms large in the eyes of the Malaysian
government as a potential subversive powerintent on overthrowing the
legally constituted government through insurgency.

The wisdom of history and the exigency of geopolitics would indi
cate that China wUl most likelyincrementallyassert its power and influ
ence over the region. With the success of its modernization program, it
is inevitable that China will become a major power to be reckoned with
in global and particularly in regional affairs. Malaysia and the rest of
Southeast Asia must reconcile themselves to this eventuality.

For the foreseeable future China will continue to compete with the
Soviet Union for influence in Southeast Asia. To achieve this goal,
China can be expected to play a positive role and to minimize actions
that could be seen as attempts to either undermine existing govern
ments or to impose a regional hegemony.

External realities and pragmatism have contributed to a significant
shift in the foreign policy directions of both China and Malaysia. The
hostilities identified with the Mao era have given way to peaceful coex
istence. Both countries are at present concerned with building up their
respective economies.

Be that as it may, there is still much wariness when talking about
China. At least for the next ten years, China's military posture seems
likely to be defensive rather than offensive. However, within the
medium term and with continued U.S. military assistance to China con
sistent with current American strategic alignment, China's military
capabilities are expectedto be qualitatively and quantitatively improved.
Unpredictability is one characteristic of Chinese history. With the emer
gence of China's new political leadership, their perceptions of national
interests may well differ from the present and might even be inimical to
the interests of other Southeast Asian countries.

This apprehension assumes greater acuity in light of the perceived
economic threat posed by a modernized China. Apart from its ability to
attract potential capital resources, China could potentially monopolize
the markets that presently provide outlets for manufactured products
from Malaysia and other ASEAN coimtries. China has tremendous
resources and an almost infinite ability to subsidize its exports.

Malaysia is a small country. It is perhaps inevitable that it be appre
hensive of the goliath that is China. Yet, it would be in Malaysia's inter
ests to treat China more as a potential economic partner than as a major
adversary. Malaysia should thus proceed with caution, but proceed pos-
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itively, to engage in greater economic enterprise with China. There are
areas where Malaysia can and cannot compete well with China, given
certain comparative advantages. There are other areas in which the eco
nomic activities of China and Malaysia can be mutually complementary.
The economic interplay between the two countries coiild provide a basis
for the confidence that could serve as a foundation for stronger bilateral
relations.



14. China and the Philippines: From Conflict
to Cooperation

EDGARDO B. MARANAN

On June 9, 1975, President Ferdinand Marcos of the Philippines and
Premier Zhou Enlai of the People's Republic of China (PRC) signed in
Beijing the historical joint communique establishing formal diplomatic
relations between the two countries. The Philippines became the sec
ond country of the Association of Southeast Asian Nations (ASEAN),
after Malaysia, to recognize the PRC. Both the Philippines and Malaysia
had had strong communist insurgency movements that were inspired
by the Chinese revolution and openly supported by the Chinese Com
munist Party (CCP) before the onset of government-to-government rela
tions.

The first paragraph of the joint communique contains an ironic ref
erence to the two contracting parties' "desire to promote the traditional
friendship between the Filipino and Chinese peoples." The relations
between the PRC and the Philippines had been anything but one of
"traditional friendship." After the founding of the People's Republic of
China in 1949, it became the official policy of successive Philippine gov
ernments, from that of President Quirino to that of President Macapa-
gal, to shun and politically "isolate" the huge communist neighbor in
the north, while the Philippines maintained legal recognition of
"Nationalist China" or the "Republic of China" on Taiwan/Formosa, as
represented by the Kuomintang under Chiang Kai-shek.

In 1949, the Philippines was a three-year-old republic, having been
"granted" its independence by the erstwhile colonizer United States on
July 4, 1946. The conditions for independence were awesome, and in
fact have had repercussions on Philippine national life to the present
day. Some important conditions were the almost perpetual lease of
national territory for the use of U.S. military bases, parity rights for
Americans who would exploit the country's natural resources, and the
unstated but foregone assumption that the young republic could not
pursue a foreign policy direction different from, much less contrary to,
the strategic interests of the United States in Asia and in the world.

Even during the normalization of ties with the PRC, there lingered
some suspicion that the Philippine decision finally to accept the fact of
the legal existence of the PRC (then already occupying the China seat in
the United Nations) came only after the United States had made over-

255
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tures toward the normalization of relations with the PRC. Thus, in Feb
ruary 1972, a joint communique had been signed in Shanghai between
President Nixon and Premier Zhou Enlai. While formal diplomatic rec
ognition occurred only on January 1, 1979, as a result of a long, drawn
out controversy about U.S. policy toward the two Chinas, the fact that
the United States had begun warming to its ideological adversary in
Asia seemed to signal that the Philippines could do likewise. This line
of reasoning may oversimplify matters somewhat, for a complex inter
play of internal and external factors in the political environment had
brought about the spectacular shift in the orientation of Philippine for
eign policy away from its Cold War predictability. Certainly, the Marcos
government and its policymakers would argue that the Philippine feel
ers to the PRC in the late 1960s and the actualization of ties with the

Asian socialist power had been independent of American influence, or
interests, and were premised on the imperatives of Philippine natiorial
interests. President Marcos maintained that the normalization of rela

tions with socialist countries in general signified "the end of the Cold
War as far as the Philippines were concerned," which meant that the
"post-colonial pattern of Philippine foreign relations which relied
almost exclusively on relations with the United States was over."^ He
considered the opening of diplomatic relations with the People's Repub
lic of China as possibly the most significant demonstration of the coim-
try's new orientation [under him], and the political leadership's
autonomous determination to break down the "ideological barriers in
international relations."^

StiQ, a political analyst observed that "the China policy for the Phil
ippines was a function of big power politics on the regional and global
levels, and the Philippines [could] only rationally respond in order to
optimize its otherwise minimal impact in the determination of the inter
national order and thus insure its national viability."^

The PRC, in recent years, has been expanding its ties with ASEAN,
of which the Philippines is a member. The PRC's diplomatic outreach in
the region—part of its far-flung Third World diplomacy—has been
impelled by what it perceives to be the important role played by South-
South cooperation in promoting international stability as well as in
enhancing its own economic development plans by opening up new

^Ferdinand E. Marcos, Five Years of the New Society (Manila: Marcos Foundation, 1978),
p. 142.
^Ibid., p. 143.
^Purificacion Valera-Quisumbing, The China Policy of the Philippines and National Security
(Quezon City: National Defense College of the Philippines, 1975), p. 5.
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markets and winning new trading partners. Moreover, the China-
Vietnam conflict and the Kampuchean problem have compelled the
PRC to seek actively the support of ASEAN in order to restore stability
to the region and secure its southern border through a cessation of what
it considers to be Vietnamese adventurism abetted by the Soviet Union.

Relations between China and the Philippines are important for both
countries. The myths that helped maintain the chill of the cold war have
not been completely dispelled. In fact, the myths have merely taken
other forms and expressions and produced changed strategies in those
countries that see in never-ending social unrest the indefatigable secret
hand of international communist conspiracies.

Background

The cold war dictated the basic postulates of early Philippine for
eign policy. The operative principle was "anticommunism." The
dynamics of the confrontation between postwar capitalism and commu
nism affected Philippine society and politics profoundly, not only in
terms of diplomatic alliances, but also in the shaping of a worldview
that tended toward complete rejection of the social, political, and eco
nomic systems obtaining in the emergent socialist bloc.

There were two basic reasons why the global competition between
capitalism and communism impinged deeply upon Philippine reality.
First, the island republic became the linchpin of American strategic
defense in the Asia-Pacific area, opposite the perceived "monolith"
composed of the USSR and China. Second, the Philippines had been,
even before the war, in the grip of a Marxist social revolution, fueled by
feudal and colonial conditions, and which drew strength and inspira
tion from the international communist movement.

Early Years of Marxism

The indigenous communist movement in the Philippines began in
the decade before the Second World War, with the influx of Marxist
ideas and programs spawned by the October Revolution in the Soviet
Union. Chinese communism exerted influence only in the late 1940s,
then prominently and decisively in the late 1960s. The actual armed
phase of the early communist movement in the Philippines took the
form of anti-Japanese resistance during the war, within the context of
the antifascist United Front.

The vanguard of this movement was the Partido Komunista ng Pili-
pinas (PKP), or Philippine Communist Party, whose armed force, the
HUKBALAHAP (Anti-Japanese People's Army), came to be regarded as a
very disciplined guerilla resistance group in the country. Its radical ide
ology, military discipline, and deep roots among Filipino peasants in the
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countryside and workers in the cities would explain its effectiveconduct
of the guerrilla war. The code of behavior of the hukbalahap even bore a
striking similarity to the doctrine contained in the Chinese People's Lib
eration Army's Three Points ofAttention and Eight Points of Discipline.

Clean the houses provided by the people . . . speak in a friendly tone
. . . buy and sell things fairly . . . return the things we borrow . . . pay
for the things we destroy. . . . Forcing the people to work for the army
is forbidden . . . coercion, beating or insulting the people are forbidden
. . . rape and robbery are forbidden. . . . These are not the actions of a
revolutionary army.^

In 1948, the PKP entered into negotiations with the Quirino govern
ment on substantive issues such as a full and unconditional amnesty for
the rebels, abrogation of the Bell Trade Act and the Military Bases
Agreement, and eradication of graft and corruption, among others.^

The negotiations broke down. Renewed fighting erupted between
government and PKP forces. The name of the PKP army was changed
from HUKBALAHAP to HUKBONG MAPAGPALAYA NG BAYAN (HMB), Or People's
Liberation Army. By1949, the HMBhad expanded its forces throughout
twenty-seven provinces nationwide, a big jump from the five central
Luzon provinces where it was originally based.^ The year was signifi
cant in mainland China. The CCP was about to achieve the biggest
revolutionary success since the October Russian Revolution. The victory
of the Chinese Communists in 1949 proved to be an enormous morale
boost for the PKP and encouraged it to launch its own offensive for the
seizure of state power.

The PKP-HMB was unable to sustain its revolutionary momentum,
primarily because it had seriously underestimated the role of the United
States, which could not afford a communist victory in the Philippines
on the heels of the CCP's takeover in China. Indeed, the Philippines
had assumed increased importance to the strategic designs of the
United States. So important did the island republic figure in American
military reckoning that it was described by General Douglas MacArthur
as the jfirst link in the chain of defense stretching along the coast of Asia
right up to Alaska.7 Crushing the HMB meant that Asian communism,
spearheaded by the PRC, would be denied its potentially dangerous

^Luis Taruc, Bom of the People (New York: International Publishers, 1953), pp. 52-53.
^Renato Constantino, The Continuing Past (Quezon City: Foundation for Nationalist Stud
ies, 1978), p. 220.
%id., p. 225.
^Robert C. North, The Foreign Relations of China (Stanford, Calif.: Stanford University
Press, 1964), p. 86.
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southern frontier in the Pacific and, inversely, that the Maginot Line of
containment would be strengthened.

Ramon Magsaysay's appointment in 1950 as secretary of national
defense signaled the start of the final offensive against the HUK insur
gency in the Philippines. With the help of the Central Intelligence
Agency (CIA) and the Joint U.S. Military Advisory Group (JUSMAG) in
the Philippines,® Magsaysay was able to launch military, political, psy
chologic^, and economic warfare against the HMB that decimated its
ranks and led to the surrender or capture of many of its leading cadres.
By 1952, the HMB threat had been effectively defused with the once
proud fighting units of the anti-Japanese guerrilla resistance wiped out,
broken up, captured, or "reduced into small roving bands, some of
which later degenerated into bandit units

The early Philippine communist movement, from the time it was
born in the years before World War II up to its suppression in the 1950s,
had always been identified with Soviet communism. From the point of
view of the present-day Communist Party of the Philippines (CPP) and
its military arm, the New People's Army (NPA), the old PKP-HMB col
lapsed because of numerous errors, not the least of these being its fail
ure to appreciate and analyze fundamentally the "semi-colonial and
semi-feudal" character of Philippine society and thus apply the princi
ples of "protracted people's war," the type that enabled the CCP in
1949 and the Vietnamese National Liberation Front (NLF) in 1975 to
seize state power after a long and arduous period of base-building and
guerilla fighting in the countryside.^®

PostwarAlignment with the United States

Even as the armed communist rebellion flared and sputtered,
unable to launch a final assault to smash the state apparatus, and long
before the formal start of cold war hostilities in the Asia-Pacific region

®The role of Colonel Edward Lansdale of the CIAin the counterinsurgency campaign of
Magsaysay is discussed by Joseph Smith in Portrait of a Cold Warrior (New York: G. R
Putnam & Sons, 1976). The participation of other American officials, as well as Filipinos,
in the same campaign is discussed by Constantino, Continuing Past,
^Constantino, Continuing Past, p. 225.
^®The criticism of the PKP-HMB's errors, as weD as the theoretical and programmatic
framework of the "reestablished" CPP, form the motif of Philippine Societyand Revolution
(Manila: Pulang Tala, 1978), written by Amado Guerrero, CPP founding chairman. In
1974, a revised edition was issued, with a special section on "The Specific Characteristics
of Our People's War," premised on the revaluation of the applicability of the Chinese
model in Philippine revolutionary strategy.
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in 1949,^^ the Philippines had already made clear the pro-West (pro-
U.S.) course that its foreign policy was going to take. In his inaugxiral
address after being elected president of the newly independent republic
in 1946, Manuel Roxas had declared that the destiny of the Philippines
lay "in the glittering wake of America, whose sure advance with mighty
prow breaks for smaller craft the waves of fear." Again, in his state-of-
the-nation message on January 27, 1947, and in another speech on Feb
ruary 1, 1947, the president officially inaugurated the age of "special
relations" with the United States, starting off with an avowed policy of
"splendid isolation" toward Asia, and announcing that the "magnetic
pole of (Philippine) foreign policy will be the United States."^

The fact that the Philippines has never been fully accepted as a
member of the nonaligned states—despite efforts of the past Marcos
administration to project an image of newfound independence in its
external relations—is traceable to the political mindset shaped by the
postwar and postcolonial allegiance pledged by the Philippine leader
ship to the cause of American democracy and the "Free World."

The victory of the communist forces in China in 1949 ended virtu
ally all political, economic, and cultural contacts between the Filipinos
and the world's most populous nation. This was the beginning of the
period of insulation—an apt term to use, considering the geographic
location of the Philippines—that was certainly more telling than mere
isolation. Insulation would mean that a country, government, or society
continues to resist actively all belief systems and institutions belonging
to the "enemy," with whom no economic, political, and cultural rela
tions can be cultivated without doing violence to one's conscience and
alliances.

Apart from the expression of support made by the Philippines for
the Indonesian anticolonial struggle against the Dutch, the Asian reality
never came quite close to being integrated into the consciousness of
Philippine policymakers, let alone made part of a general educational
and cultural program at large. The experience under the Japanese-
sponsored Greater East Asia Co-Prosperity Sphere may have partially
accoimted for this distance from Asian concerns. But certainly the tell
ing factor was the closeness with the United States, especially after the
country was "liberated" from Japanese occupation. Between 1946 and

^^Rogelio A. Fortez, The China Policy ofthe Philippines and National Security (Quezon City:
National Defense College of the Philippines, 1975), p. 5.
^^From Papers, Addresses and Other Writings ofPresident Manuel Roxas, vol. 1, quoted by Dr.
Usha Mahajani in his ''The Development of Philippine Asianism," Asian Studies, vol. 3,
no. 2 (Aug. 1965): 221.
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1949, the Philippinesconcludedmore than twenty agreements with the
United States, and a number with other countries, of which China was
the only Asian country. The Philippinesbecamepreoccupied with post
war rehabilitation and increasingly enmeshed in the one-track anticom-
munist campaign of the Free World led by the United States.

This was unfortunate. Long before the Philippines put itself in one
camp of the ideological bipolarity, an intellectual fervor of "Asianism"
had been present in Philippine society. Years before the war, Filipino
political leaders were debating ideas such as the creation of a Pan-
Asiatic Confederation that could bring together Asian countries in
opposition to Western dominance. There was even a Malaya Irredenta
proposed by a group of Filipino intellectuals such as Wenceslao Vinzons
of the Young PhilippinesParty. But Asianism was limitedto a fewarticu
lategroups or individuals. Andeven among thosewhohad a vision ofa
unified Asian society, the ambivalence at once became evident with the
realization that the Philippines was geographically and ethnicallyAsian,
but its politics, bureaucracy, educationalsystem, religion, and evencus
toms and traditions had been influenced almost irreversibly by hun
dreds of years of Western colonialism.

Because the Philippines was deemed "part of the Western world,"
an assumption implicitly accepted by the foreign policymakers of suc
ceeding administrations, it stood by the mightiest Western capitalist
power in the latter's campaign, for the next two decades, to confront,
contain, and discredit the People's Republic of China.

Directly and indirectly, Chinese and Filipinos were at war with each
other in several instances during the last three decades. During the
KoreanWar, the Philippines sent the PEFTOK (Philippine Expeditionary
Force to Korea) under the auspices of the United Nations. The Filipinos
saw actionagainstboth North Koreans and the ChinesePeople'sVolun
teers.

During the battle for the offshore islands of Quemoy and Matsu in
1958between the PRC and the Kuomintang regime on Taiwan, the Phil
ippines was the staging ground for American logistical support given to
the forces of Generalissimo Chiang Kai-shek.^^

In both French and American phases of the Indochina wars, the
Philippines was again involved, first as a charter member of the Dulles-
designed, post-Dien Bien Phu, anticonmiunist Southeast Asia Treaty
Organization (SEATO), whose declaration was signed in Manila in 1954,
and later as a "noncombatant" participant in the American war

^^Michael Bedford, The Strategic Role of U.S. Deployments in the Pacific and Indian Oceans,
cited in Renato Constantino, ''The Deadly Connection," Malaya, December 15,1986, p. 4.



262 CHINA AND THE PHIUPPINES

effort through the PHILCAG (Philippine Civic Action Group). All the
while, the Philippinescontinued to be the most strategic home base for
U.S. naval, air, and ground forces involved in the war, apart from the
bases in Guam, Okinawa, and elsewhere. In both phases of the Indo
china War, the PRC was supporting the Vietnamese.

The issue of Taiwan (or Formosa) appears to have elicited the most
heated controversy in postwar Philippine-Chinese relations, for two rea
sons: (1) the de facto alliance among the United States, the Kuonun-
tang, and the Philippine government in opposition to the PRC, and (2)
the presence in the Philippines of several hundred thousand Chinese,
many of whom were already naturalized citizens, but who were
assumed to be S5m[ipathizers or membersof the Kuomintang Party, and
therefore anticommunist.

On June 28,1950, Premier Zhou Enlai issued a statement condemn
ing the decision announced by the United States to come to the active
defenseof Taiwan in order to prevent any attempt by the PRC to liberate
it. This meant that the Philippines, with its major U.S. bases, would be
inexorably involved in any shooting war between the PRC and the U.S.-
Kuomintang alliance. The entire decade of the fifties was a critical one
for the two Chinas and the Philippines. Taiwan seemedto be on a per
manent war footing, with both the Philippine government and the irtflu-
ential Filipino Chinese community expressing their support. A leading
personality in the Philippine Chinese business community (who was
also chairman of the Philippine-Chinese United Organization in Sup
port of the Anticommunist Movement) stated in 1958 that in the entire
Far East, only Nationalist China and the Philippines could be relied
upon by the United States and the United Nations to fight the commu
nist menace."

In 1958, Philippine newspapers regaled their readers with stories
about the aerial do^ights over the Taiwan Strait between Red MlGs and
U.S.-supplied Sabrejets, the spectacular introduction of heat-seeking
Sidewinder missiles, and the awesome exchange of artillery shdls
across the water. The way the conflict was presented by the anticom
munist press, the Communists were usurpers of power in the mainland
and the Nationalists were about to retake power.

It was also in 1958 that the celebrated nationalist statesman Claro M.
Recto declared that the Philippines must reverse its foreign policy
course for the sake of national survival, by, among other measures,
"entering into relations with any covmtry irrespective of ideologies.

"Alfonso Z. Sydp, "An Appeal tothePeople ofFree Nations," Pookien Times Yearbook 1953
(Manila: Fookien Yearbook Publishing Co., 1953),p. 81.
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political institutions, or form of government," whenever such ties
would prove beneficial to the country.

The era of Macapagal, which had preceded that of Marcos, offered
no indication whatsoever that the Philippines was ever going to relax its
policy of nonrecognition and confrontation. The president had even
banned a Yugoslav basketball team from participating in a Manila inter
national tournament on both technical and moral grounds. In line with
traditional Philippine practice—a "linear, unidirectional foreign policy
anchored on the principle of total support of and identification with the
foreign policy of the United States^^—Macapagal's government spurned
all political and commercial contacts with the socialist bloc. Comment
ing on the possibility of trade with the PRC, Macapagal had contended
that "for those who are attracted by the imagined profits of trade with
Communist China, oxir answer is that there is not a single pound of
sugar, copra, coconut oil, iron or lumber for which Communist China
would or could pay, or more than what our present customers now
pay."i7

The Road to Normalization

In his book FiveYears of the New Society, former Philippine president
Ferdinand Marcos set forth the reasons why his government had
decided to open up relations with the socialist countries, including the
PRC.18

1. Independence. For more than a quarter-century, the Philippines
had "fought the wars of other nations and allowed others to fight its
wars." The "special relations" with the United States had benefited
only the "oligarchic elite," who wanted these relations to continue. Fur
thermore, excessive dependence on one country had alienated the Phil
ippines from both the Third World developing countries and the
socialist world.

2. National interest. The search for domestic stability and economic
progress was related to the degree of success of the country's bilateral
and multilateral arrangements. (The world recession and the oil crisis of
the early 1970s had contributed to the Philippine decision to seek
adjustments through new and cheaper sources of energy, as well as
export markets.)

^®Quoted in Teodoro Valencia, "New Foreign Policy Vindicates Recto, Fiery Nationalist,"
Bulletin Today (Manila), June 14, 1975, p. 6.
^^Onofre D. Corpuz, "Realities ofPhilippine Foreign Policy," in Philippine-American Rela
tions, Frank H. Golay, ed. (Manila: Solidaridad Publishing House, 1966), p. 55.
^^Fortez, China Policy, p. 42.
^®Marcos, Five Years, pp. 135-39.
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3. Decline of bvpolarity. International relations, Marcos noted, cotild
no longer be conducted within the closed system of ideological rivalry
and the cold war system of alliances, and there were new coalitions and
political creeds emerging.

4. Identification with the Third World. The Third World movement was
seeking "the establishment of a new parity in a more equitable world
order," where the Philippines could get its "just share of global pros
perity."

5. Crisis in national security. The Philippines could forestall political
and material support for the resurgent local communist movement com
ing from nations motivated by ideological kinship by means of "diplo
matic initiatives to establish friendly relations with these nations on the
basis of mutual respect for national sovereignty and territorial integrity,
and the principle of noninterference in each other's internal affairs

Marcos gave the first hint of wanting to alter Phflippine foreign policy
patterns when he declared, in his first state-of-the-nation address to the
Philippine Congress in January 1966, that while the country should main
tain its trade with the United States, the primary market, it would have to
expand its trade horizons to include other countries, imder conditions
consistent with Philippine national interest. The stage was set for the end
of restrictions and isolation.

From 1966 onward, a succession of events led to rapprochement
with both the PRC and the USSR. In 1966, the long-standing ban on
travel by Filipinos to the socialist countries was lifted. In 1967, the Phil
ippine House of Representatives authorized an exploratory trade nps-
sion to these countries, to look into the possibility of opening both
economic and cultural relations. Clearly, the initial thrust of the Philip
pines' opening was toward Eastern Europe. At least two reasons may
account for this. One, socialism in Eastern Europe posed no immediate
threat to the Philippines, unlike the Chinese communism (basically Mao
Zedong Thought) that was starting to spread its influence among Fili
pino Marxists, who were becoming very vocal, through street demon
strations, teach-ins, and conferences, in criticizing the Philippine
"neocolonial society" and U.S. imperialism. Second, despite continu
ing conflict and confrontation in flash points around the world during
the 1960s, the international ideological environment, in general, was
conducive to taking a new shift in foreign policy, where rapprochement
with Western communism was concerned. The most important element
in this ideological environment, for the Philippines, was the tempera
ment of American foreign policy. Thus, in October 1965, President

p. 74.
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Lyndon Johnson was saying that the United States desired to build
"new bridges to Eastern Europe—bridges of ideas, education, culture,
trade, technical cooperation, and mutual understanding for peace and
prosperity." This was quoted in the Report of the Chairman of the Spe
cial Committee to Reexamine Philippine National Policy Toward Com
munist Countries.

In 1972, Marcos was already talking about the possible grounds for
normalizing ties with the PRC. By the end of 1971, the total volume of
trade with the PRC had amounted to only about $1.5 million, with the
Philippines getting the shorter end of the exchange. Even if this had not
been so, the extremely low volume was an acute reminder that the
absence of formal relations could hamper the expansion of trade
between two countries. (By 1976, a year ^ter normalization, the PRC-
RP trade had jumped to some $95 million, with the PRC still enjoying
an advantage, as it has up to the present. But the point had been made;
pragmatic politics could produce economic results.) In September 1974,
Marcos sent his wife Imelda and brother-in-law Benjamin "Kokoy"
Romualdez to visit Beijing. It was the first official step toward initiating
formal ties with the PRC. At this time, the Philippine government was
being influenced by several factors in the international political environ
ment, in addition to experiencing economic difficulties at home. "Spe
cial relations" with the United States were getting a bit shaky, with the
Americans failing to support the Philippines' proprietary claim over
North Borneo, and refusing to accede to the Philippine government's
demand for nonreciprocal preferential trade privileges for its exports. At
the same time, the United States was launching its own rapprochement
with Beijing, while continuing negotiations for an end to the Vietnam
conflict.2o

The following year, Marcos himself went to Beijingand talked with
Chinese officials, including Chairman Mao. Out of this series of discus
sions came the joint communique of June 9, 1975, which carried the
following main points (1) Mutual recognition and the establishment of
diplomatic relations at the ambassadorial level; (2)adherence to the Five
Principles of Peaceful Coexistence, and peaceful settlement of any dis
pute arising between the two countries; (3) condemnation of foreign
aggression and subversion, and opposition to hegemonism and spheres
of influence; (4) no dual citizenship; and (5) development of trade and
economic relations, and cultural exchanges.

^°Ibid., p. 49.
^Valera-Quisumbing, China Policy, p. 248.
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Since 1975, exchange visits have been made by officials of both
countries. Imelda Marcos traveled four more times to the PRC before
the downfall of her husband's regime. Chinese officials—Li Xiannian,
Zhao Ziyang, Yang Shangkun, Huang Hua, and others, made return
visits.

At the end of the first ten-year period, the Chinese ambassador to
the Philippines, Chen Sung Lu, made an overall assessment of PRC-RP
ties, pointing out that:22 (1) the total volume of trade between the two
countries had increased more than five times since 1975; (2) more than
seventy projects of scientific and technological cooperation had yielded
favorable results; (3) agreements had been signed regarding civil avia
tion, trade, and exchanges involving science, technology, and culture;
(4) sister city relations had been established between four Chinese and
four Philippine cities; and (5)both countries had supported each other's
policies and efforts concerning peace and security in Southeast Asia,
and in striving toward a new international economic order.

The shift from a stance of nonrecognition, indeed outright hostility,
to flourishing exchanges in practically every field of endeavor represaits
a tremendous leap for the two countries, especially for the Philippines.
The Philippines, despite the political comeback of a semblance of liberal
democracy, is still staggering on its feet toward the beginning of national
recovery. Trade, from the point of view of Third World countries, can
help the Philippines go beyond the limbo of underdevelopment. But
trade is just as important to China, since it can speed up the moderniz
ing country's socialist construction, promote South-South cooperation,
and establish a new economic international order.^3

The PRC and the Second Phase of the

Philippine Communist Movement

An important issue in the development of relations between China
and the Philippines has been the Communist-led, homegrown insur
gency in the Philippines, considered by some as the only remaining
revolutionary movement in Asia with a fair chance of seizing state
power from the established government within the next decade.^^ This

^Chen Sung Lu, "ADecade inRetrospect," in Fokien Times Yearbook 1985-1986, Betty Go-
Belmonte, ed. (Manila: Fookien limes Yearbook Publishing Co., 1986), p. 112.
^Chen Muhua (state councilor and minister of Foreign Economic Relations and Trade),
"Developing Trade with the Third World," in Open Policy at Work, BeijingReview Special
Features Series no. 10, 1985, p. 58.
^^Armando Malay, Jr., "The Influence ofMao Zedong Thought on theCommuiust Party
of the Philippines-Marxist-Leninist," in Chinaand Southeast Asia: Contemporary Politics and
Economics (Manila: De La Salle University Press, 1984), p. 42.
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underground resistance movement, described as "Maoist" by the Phil
ippine military establishment, is led by the National Democratic Front
(NOP), whose leading organization is the Communist Party of the Phil
ippines (GPP).

On December 26, 1968, a group of young university intellectuals and
some former members of the HMB established a new Communist Party
of the Philippines, "under the guidance of Marxism-Leninism Mao
Zedong Thought." In China, the Great Proletarian Cultural Revolution
(GPCR) was then two years old. In the Philippines, echoes of the GPCR
were being heard in the youth movement, which professed deep sympa
thy and enthusiasm both for the reestablished CPP and the revolutionary
philosophy of Chairman Mao.^s

The "reestablishment"—which involved a thorough process of
"rectification and rebuilding of the party"—was annoimced in the
maiden issue of Ang Bayan (The People), the official party organ. From
1968 to 1974, Ang Bayan would carry regular "fraternal messages" from
the CCP, particularly during the CPP's anniversary, as well as the CPP's
own revolutionary greetings to the CCP on historic occasions. Radio
Beijing's broadcasts contained regular news and features about the Phil
ippine revolution, particularly battlefield reports on the victories of the
New People's Army. On May 30, 1969, after the border clash between
the PRC and Russian field units in Chenpao, the CPP officially accused
the Soviet Union of "revisionist social-imperialism," in addition to the
charge of "big-nation chauvinism" aired against the Soviets in 1968
after the invasion of Czechoslovakia.^^ Ang Bayan took up this criticism
of the Soviet Union, even as it trained its polemics against "U.S. imperi
alism" and the "reactionary fascist regime of Marcos." However, this
should not be interpreted as simply surrendering to the Maoist line, or
as a proof of the CPP's servility to the CCP. It was inevitable that the
CPP would, at this time, take a critical stand against the Soviet Union
because it was in the process of "rectifying" the errors of the old pro-
Moscow PKP. Relations between Moscow and the old PKP—what was

left of it after the Magsaysay era and the formation of the pro-China
CPP—were believed to have continued despite the "marginalization" of
the pro-Moscow communists.

^^The first and biggest of the youth organizations, the Kabataang Makabayan (KM), or
Patriotic Youth, would later be outlawed by the Marcos government and charged with
being a "front organization" for the CPP.
^^ames Chieh Hsiung, Law and Polio/ in China's Foreign Relations: A Study ofAttitudes and
Practice (New York: Columbia University Press, 1972), pp. 68-69.
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In July 1972, a reconnaissance plane belonging to a private logging
company in the northern Philippines spotted an ocean-going vessel
anchored off an isolated stretch of rugged coastline in the eastern Luzon
province of Isabela. Alerted, government armed forces converged on
the area and discovered that the vessel, the Karagatan, had been unload
ing arms and ammunition, purportedly for the New People's Army. The
crates in the shipment were reported to have Chinese markings. These
weapons were later displayed during the celebrated Karagatan trials.

Another ocean-going vessel, the Dona Andrea, later alleged by the
military to have sunk midway between the Philippines and China in
early 1974, reportedly resumed the aborted mission of the Karagatan,
The Philippine government failed to arrest the crew, but included their
names nevertheless in the twin Karagatan-Andrea case. Almost 100
respondents were charged with rebellion or conspiracy to commit an act
of rebellion. No prosecution was secured by the military, and all the
respondents have been released, or have escaped, from detention. The
Karagatan-Andrea episode was the last attempt at arms smuggling
reported by Philippine military intelligence that implicated the PRC.

In the aftermath of the establishment of diplomatic relations
between the PRC and the Philippines in 1975, the complexion of rela
tions between the CCP and the CPP seems to have changed. Since 1975,
Radio Beijing has not carried the usual battlefield reports, congratula
tory messages, fraternal greetings from the CPP-NPA and its official
publication. Most of the news stories and features aired on the radio
and beamed to the Philippines were about development efforts of the
Marcos government, such as the rice production program. Ambassador
Kokoy Romualdez's experimental commune-type farm, and similar
items from the official media, such as the Philippine News Agency
(PNA).

China for a long time was regarded as the vanguard of the world
revolutionary movement, and the leading "proletarian internationalist."
But this was before rapprochement with the leading capitalist power,
the United States. It has been de-emphasizing ideology as a guiding
principle of international relations and has consistently stressed peace
ful coexistence in the pursuit of South-South relations. Thus, it is not
unexpected that this Asian power would welcome the establishment of
ties with a government that was much criticized elsewhere for the cor
ruption of its leaders and unchecked violations of human rights. Practi
cally nothing is known about the Chinese leadership's internal
assessment of the Marcos type of administration and of the "New Soci
ety" as a whole.

There was a curious anomaly to these developments. The PRC was
establishing official ties with a government whose repressive policies
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had encouraged the growthof Asia's most significant communist insur
gency. The Philippine guerillas were patterned in many ways after the
Chinese People'sLiberation Army. The letter and spiritof the Five Prin
ciples of Peaceful Coexistence could, of course, justify the course that
the PRC had decided to take as far as the Philippines was concerned,
for after all, "the affairs of any country should be governed by its own
people," and "the developing countries have the right to independently
choose which social and economic systems they will have."^^

The difficulty, undoubtedly, was greater on the part of the CPP. As
early as 1971, the partyrecognized that it would notbe too long before
diplomatic relations would be established between the PRC and the
Marcos government. When that happened, material assistance would
not likely be forthcoming from the Chinese.^s Ang Bayan commented on
this matter in its issue of August 1, 1971:

The absence of war between a socialist country and a non-socialist
country does not require the proletariat and people in the lattercoun
try to stop from making revolution. In the Philippines, the people's
democratic revolution will continue to be waged even if diplomatic rela
tions between the Chinese government and the Philippine reactionary
government are established.

Atpresent, the National Democratic Front, whose leading andmost
influential member is the CPP-NPA, is waging armed struggle against
the Philippine government, although armed hostilities were temporarily
halted by a sbcty-day cease-fire which lasted from December 10, 1986
until February 7, 1987. The Philippine insurgency is still the most rela
tively successful in the region. Despite the end of substantial material
support—and moral encouragement—from the PRC, it has managed to
preserve a reputation for self-reliance, resiliency, and expansion capabil
ities. What worries the present Philippine administration is the possibil
ity that the communists could turn to sources of logistics, funds, and
political support other than the PRC.

This does not mean that the NDF-CPP-NPA has written off China as
a source of material assistance. In the wake of recent announcements by
the Aquino and the American governments that "total war" shall be
unleashed against the communist movement primarily through
improved weaponry in thehands oftheAFP, theparty hasdeclared that
it, too, shall actively solicit support from socialist countries and "frater-

'̂'Zheng Weishi, ''Independence Is the Basic Canon/' in China and the World, Beijing
ReviewForeign Affairs Series no. 7, 1986, p. 15.
28lbid.



270 CHINA AND THE PHILIPPINES

nal parties." The fact that a number of "traditionalist" or "Maoist"
elements remain in the Chinese Communist Party may prove to be a
boon for the Philippine communist movement in the more critical days
ahead.

The Aquino government inherited not only a financially strapped
system but also the challenge of a full-blown communist revolution.
Jose Ma. Sison, allegedly the founding chairman of the "re
established" CPP, commented during a lecture series at the University
ofthePhilippines inMay 1986, and in recent speeches delivered during
an international speaking tour, that the NDF-CPP has more than even
chances of wresting political power within the next five to ten years
evenassuming direct American intervention, Vietnam-style. Theprojec
tion may sound too optimistic, but the potential of the Philippine Left
can no longer be ignored. Should the NDF come close to achieving
stalemate and even approach the offensive phase, an interesting issue
will present itself. How would the PRC react? By that time, China may
be near its modernization goal of quadrupling income. It may then be
less interested in urging or even propelling a nearby "war of national
liberation" to victory, than in continuing to emphasize modernization.
There is no way to gauge the likely Chinese ideological inclination by
the 1990s, although the words of Deng Xiaoping may provide some
guidance about future Chinese views.

Conditions vary greatly from people to people, and the class relations
and the alignment of class forces in one country are vastly different
from those in another. . . . The Chinese revolution was carried out not
by adopting the model of the Russian October Revolution but bypro
ceedingfrom the realities of China, by using the rural areas to encircle
the cities and seize power with armed force. .. . The correctness of the
domestic principles and line of a Party in a given country should be
judged by the people of that country.2'

Conclusion

The relations between the PRC and the Philippines have gone
through the stages of hostility and harmony: isolation, normalization,
and regional cooperation. At the moment, the Philippine government
does not have the same fears that past administrations experienced, as
far as the Chinese role in the Philippine communist movement is con
cerned.

^eng Xiaoping, "An Important Principle for Handling Relations Between Fraternal Par
ties," in Selected Works (1975-1982) (Beijing; Foreign Languages Press, 1984).
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The normalization of relations between the PRC and the Philippines
has been proceeding smoothly. No matter whether the initiation of ties
with the PRC was a genuinely independent act of the Philippine gov
ernment under Marcos or was deeply influenced by the strategic and
tactical shifts in American foreign policy which, critics argue, has histor
ically tended to drag along in its wake Philippine foreign policy, the fact
remains that political re^ism has finally appeared in the domain of
Philippine diplomacy.

Since the signing of the joint communique in 1975, the PRCand the
Philippines have concluded numerous economic, trade, scientific and
technological agreements, and have conducted joint venture projects as
well as cultural exchange programs. Despite liberal arrangements, the
balance of trade has been consistently in China's favor. When Vice-
President Laurel visited the PRC in June of 1986—three months after the
FebruaryRevolution that swept the Aquinogovernmentinto power—the
Chinese government made a commitment to help reduce the imbalance
through increased imports of Philippine products.This will no doubt
provebeneficial to the Philippines, long plagued by overdependence on
a single special market (the United States) through a few agricultural
cash crops (such as sugar) which could at any time fall victim to the
vagaries of that traditionalmarket. Instructive is the recentU.S. decision
to cut down by 40percent the import quota for Philippinesugar in favor
of American manufactxirers of sweeteners.

China and the Philippines face similar challenges common to coun
tries of the developing world. But the two are tremendously disparate in
economicresources, in technological levelof development, in social and
material infrastructure, in international political clout, and even in polit
ical stability.

The PRC, precisely, has arrived at its level of spiritual and material
civilization by means of a social and political revolution. Despite the
continuing controversy between economic reformers and old-school
revolutionaries, the PRC's modernization program seems to have con
siderable momentum.

On the other hand, the Philippines has only begun—under the
leadership of President Corazon Aquino—to raise itself up from the
most disastrous twenty-year period in its history, a period dominated by
crony capitalism and corruption, to the extent that dxiring the last two
years of the Marcos rule, national economic growth plunged to negative
5 percent, the lowest in ASEAN. This dangerous contraction has only
recently been checked but then only so slightly, with a fourth-quarter

30]̂Beijing Review, no. 26, June 30, 1986, pp. 8-9.
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gain in 1986 of 0.13percent. In short, while China is dramatically mod
ernizing, the Philippines is enthusiastically trying to recover. Li^t-
years could mark the distance between "modernization" and
"economic recovery."

Both Maoist and non-Maoist can agree that, given the economic
backwardness of a country plagued by the remnants of feudalism and
warlordism, a huge foreign debt, and a predominantly agrarian eco
nomic base, the proper route for the Philippines to take ought to be
"revolution, construction, modernization." Of course they can disagree
on methods. Not everybody wants to go through a bloody civil war, as
the Chinese did. At any rate, there is no gainsajdng the fact that coun
tries like the Philippines can leam from China with respect to land
reform, industrialization, diversification of products and markets, and
dealing with foreign investments and joint ventme projects with out
side capital.

As the optimistically named Pacific Centmy nears, with the coun
tries around the Pacific Lake drawing closer together in a commonality
of interests centered on the ideal of all-around economic developmait,
cessation of conflicts in the region, and the absence of the nuclear threat
(being aptly summed up in the zone ofpeace, freedom, and neutrality,
or ZOPFAN), the People's Republic of China and the Philippines are
likely tofind an increasing mutuality ofinterests anda complementarity
of objectives.

But this will come to pass only if (1) the old-fashioned fear of com
munism as a godless, anticapital ideologydisappears, and if (2) the PRC
can maintain its avowed policy of building itself up into an economic
power but not at the expense of its partners. A veteran Filipino China
analyst interprets Chinese policy in the mostpositive light:

Precisely because the Chinese leaders perceive that most developing
countries are not free from economic bondagefrom the capitalist and
hegemonist powers of the world, they have included a new element in
their foreign policy which is the pvursuit of mutual economic coopera
tionamong developing countries, commonly knownas the encourage
mentof South-South cooperation. Suchcooperation, in the eyes ofthe
Chinese, is ofgreatstrategic significance as it helps to change the exist
ing unequal relations in the international order.3i

At this point, it would be foolhardy to conclude that the Philip
pines' multifarious problems can be solved by the simple expedient of

^^Benito C. Lim, "China's Foreign Policy and ASEAN," in China and Southeast Asia: Con
temporary Politics & Economics (Manila: De La Salle University Press, 1984), p. 27.
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relying on expanded contacts (and contracts) with its neighbors, such as
the PRC. The economic dimension of the national crisis goes beyond
trade imbalances. Externally, it means having tocome up with a level of
productivity that can help pay for the enormous foreign debt ($26.5
billion) incurred by the Marcos government, as well as having the debt
service rescheduled, and possibly finding new sources of soft loans.
Internally, it means having to face squarely the age-old problem of the
landlessness of millions of peasants—the original cause of the Philip
pine insurgency, which bears a striking similarity to the characteristics
of the agrarian unrest and social revolution in pre-1949 China.

Relations between the PRC and the Philippines are, on the whole,
assured smooth sailing given the premises of China s policy of eco
nomic cooperation with developing (South) countries, and the Philip
pines' urgent need for economic recovery. As Deng Xiaoping has put it,
relations between the countries have been, so far, almost "problem-
free."



15. A New Phase in Singapore's Relations
with China

CHIN KIN WAH

In its twenty-two years ofexistence asan independent state, Singa
pore has had relations with the People's Republic of China that can be
likened to two streams or flows, one overlaying the other. The lower
layer of economic/commercial relations has been comparatively steady
andconsistent while theupper layer ofpolitical relations has registered
greatervolatility although it, too, in recent years, has become more set
tled and mattue without being officially "normalized."

Singapore's conunercial relations with China have a long history
that goes back before the establishment of the PRC. A branch of the
Bank of China has operated in Singapore since 1936. It survived the
transition of political orders in both countries and, in the absence of
official diplomatic representation in Singapore, served as a semiofficial
representative of Beijing. Even while Singapore was a quasi colony,
David Marshall (the island's first locally elected chief minister) paid a
visit to China between August and October 1956. He was joined by a
trade delegation made up of Singapore Chinese businessmen.
Although by then he had resigned from high office, he was accorded
official treatment throughout the trip, which marked the first major con
tact with the PRC.

While Sino-Singaporean commercial and trading relations were on
thewhole reasonably pragmatic (despite lapses dming theCultural Rev
olution and the prosecution in the late 1960s of the Bank of China in
Singapore for its failure to observe local banking regulations), the same
could not be said for the political relationship, which was punctuated by
certain vicissitudes and "abnormalities." In the early years of Singa
pore's independence, when the political leadership grappled with a
local Beijing-inspired communist movement, the challenge of left-wing
politics, and Chinese chauvinism, the PRC withheld diplomatic recog
nition of the island republic, often labeling its government the "Lee
Kuan Yew clique." With the onset of the Cultural Revolution, Singapore
found itself the target of Maoist polemics and attempts atpromoting the
Cultural Revolution abroad. However with thepetering outofthat revo
lution and the advent of "ping-pong" diplomacy and Sino-American
rapprochement, the context for an improvement of Sino-Singaporean
relations was set. Following the normalization of Malaysia's relations
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with China, Singapore's foreign minister, S. Rajaratnam, led the first
official visit to China in March 1975 to clear up any existing misunder
standings between the two countries. The way was cleared for Singa
pore's Prime Minister Lee Kuan Yew to undertake his first visit to China
in May 1976. In subsequent years, the level, variety, and extent of con
tacts between the two sides have been steadilybuUt up.

Since 1985, observers of Singapore's relations with China could
hardly have missed noticing the steady increase in the number and level
of contacts between the two countries. Barely a week passes without
some report of a visiting Chinese mission (from ministers and officials
to cooks and hairdressers) to Singapore. The Chinese Trade Mission in
Singapore estimates that the number of official missions from China to
Singaporehas averaged about 400 a year over the past three years. The
flow in the opposite direction is equally impressive and varied. Yet this
improvement has taken place in a situation where formal diplomatic
relations are nonexistent.

The intensification of these interactions is attributable as much to
China's "open-door" policy, designed to facilitate its economic mod
ernization, as it is to Singapore's economic recession, which hit a nadir
in 1985 and has led Singapore on a relentless search for overseas eco
nomic and commercial opportunities. Without doubt, new ground is
being broken in Singapore's relations with China. One local Singapore
journal has even featured the euphoric headline, "End of the Rainbow
Shifts to the Middle Kingdom."^

Precisely because of such expectations, it has become necessary to
view these developments in the perspective they deserve. What is the
nature of the so-called new ground that is being broken? What sort of
foundations are being laid? What is being built up and with what
degree of durability? Above all, what kind of political implications in
regional and Singaporean terms maybe drawn from these growing link
ages? What follows is an attempt to address some of these questions.

Foreign Policy Context

Singapore's relations with China are circumscribedby a number of
factors, the most obvious of whichis the great disparity in their respec
tive sizes. Sino-Singaporean relations are those between a (largely
agrarian) regional big power and an industrializingcity-state, geograph
ically the smallest in ASEAN. Although Singapore does not share the
fate, and hence the vulnerabilities, of the smaller states contiguous to

^Singapore Business, September 1985, p. 11.
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China, it is nevertheless captive to the great power environment in the
Asian-Pacific region, which is invariably affected by any redefinition of
China's interests or any exertion of its influence. Indeed the changes in
the international environment of the early 1970s, marked by the launch
ing of China's "ping-pong diplomacy" and rapprochement with the
United States, followed in the late seventies by China's active courting
of the ASEAN states as the Sino-Vietnamese conflict unfolded, had
been the milestones for Singapore's own adjustment to a more normal
relationship with China. Also, the abatement of the Cultural Revolution
and China's resolve to embark on a modernization drive since 1979
created a new basis for a more concrete relationship with China.

Suchdisparity in their sizes also feeds intotheirperceptions ofeach
other and their respective perceptions of regional issues, of which the
Cambodia problem remains the most prominent. The contrasting per
spectives were graphically depicted by Singapore's prime minister. Lee
Kuan Yew, who commented that China and Singapore were looking at
the same world through different lenses: a wide-angle fisheye lens for
China, a zoom lens for Singapore. Hence, for China, any settlement of
the conflict with Vietnam (over Cambodia), however important in itself,
was onlya partialremoval of the overall Soviet threat. Fbr Singapore> as
with the rest of ASEAN, the occupation of Cambodia by Vietnam was
the major concern. If the conflict could be resolved politically, a major
threat to regional peace wouldbe removed, and an involvement in great
power conflict avoided, at least in Southeast Asia.^

The size factor is just as important when we consider the new link
ages that arebeingciiltivated between Singapore and China. The invo
cation of such images as "dynamo," "interface," and "gateway" in
public discussions ofSingapore's contribution toChina's modernization
drive (whether it relates to economic development, industrial expan
sion, investment, or the toruist industry) reflects both the underlying
constrainton Singapore's part and its attempt nevertheless to exploit its
smallness. Lee Kuan Yew himself has acknowledged that to move a
nation of China's size, every project that Singapore undertook would
have to be multipliedfive hundred times.^ It maybe said, of comrse, that
Singapore expects to help itself in the very process of helping China-
there is at least the expectation that the spin-off for Singapore's own
economy would be proportionately higher.

^Text of interview with Lee Kuan Yew by David Bonaviaof TheFarEastern Economic Review
(hereafter FEER), in Beijing, November 13, 1980, Singapore government press release.
Ministry of Culture, No. 02-1-80-11-20, p. 3.
^Business Times (Singapore), September26, 1985.
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While the size factor does influence perceptions, there is a unique
feature in Singapore's demographic structure that complicates not only
Singapore's perceptions of China but also others' perceptions of Singa
pore. Small as Singapore's population may be, over three-quarters of it
is ethnic Chinese (making the republic the only Chinese-majority state
in ASEAN) and nearly 40 percent of that community have ancestral ties
that are traceable to just one province in China. Singapore is both
stronger yet more vulnerable as a result of this racial arithmetic. Lee
Kuan Yew has often enough reminded Chinese Singaporeans that they
are part of an ancient civilization with an unbroken history of over 5,000
years. He sees this as "a deep and strong psychic force, one that gives
confidence to a people to face up to and overcome great changes and
challenges."^ For these and other reasons Singapore has exhorted its
Chinese population to speak Mandarin and inculcated Confucianist eth
ics as a part of moral education. In the case of the former campaign,
some dividends are being reaped by Singapore's entry into China's
modernization program. These elements of cultural and psychological
ballast must nevertheless be kept in balance lest they run over into
"Chinese chauvinism"—a term synonymous with the spread of pro-
China sentiments among the local ethnic Chinese. Although in recent
years the Singapore government has become more confident about the
emergence of a Singaporean identity among the local Chinese, it
remains vulnerable to being perceived in a negative light by others in
Singapore's immediate regional environment. As Lee himself puts it,
"We have our own separate identity as Singaporeans. But there is
always that lurking doubt, suspicion, uncertainty in the minds of
ASEAN members that because Singapore is 75 percent ethnic Chinese,
therefore Singapore will be easily manipulated by China, and will side
with China."5 In this regard, the tendency on China's part from time to
time to play up kith-and-kin ties with the overseas Chinese, whether for
remittances, investments, commercial gain, or even psychological
"patronage" is viewed with unease in Singapore.

The decision, therefore, not to establish diplomatic relations with
China until Indonesia does so is an acknowledgement of and conces
sion to neighborly sensitivity.^ It is also a decision that suits Singapore's

^Straits Times (Singapore), September 22, 1984.
^ext of interview with Lee Kuan Yew by Amir Daud and Zulkifly Lubis in the Prime
Minister's Office, Tempo (Singapore), June 27, 1980, p. 13.
^Singapore recognizes the PRC government as the legitimate representative ofChina in
the United Nationsand had evenvotedfor the Albanian resolution in 1971 on the seating
of China in the United Nations.
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national interest. Singapore has repeatedly stood by its own terms on
this issue as a means of demonstrating both to its ASEAN neighbors
and to China that the latter could not go over the head of the Singapore
government to the localChinesecommunityto get them to pressure the
government to reverse its position. This is seen as a point worth mak
ing.

For Singapore, the need to be in tune with the sensitivities of its
neighbors (a need that remains as important as ever) has to be balanced
by the prime consideration that Singapore's foreign policy must be
made and seen to be made in Singapore. Therefore, it is possible that
Singapore may not immediately establish diplomatic relations with
China even after Indonesia has done so, if the costs of the status quo
continue to be eminently bearable.

Some commentators have pointed to, among other things, a domes
tic security consideration behind Singapore's reluctance to countenance
a Chinese embassy on its soil in view of the past connections between
the essentially Chinese-led Malayan Communist Party (MCP) and local
political agitation.7 It may be said in counterpoint that the China trade
mission in Singapore established since 1981 is a de facto Chinese em
bassy and that the loyalty of the local Chinese community is more
dependable than in the past. Yet the so-called security argument does
reflect historical baggage that does count in this discussion of the con
text of Singapore's relations with China.

One unresolved problem "left over by history" (as the Chinese are
wont to say) is China's unrelinquished party-to-party support for affili
ated communist movements in the region. The issue was sufficierttly
thorny to result in aborting the planned banquet speeches during Lee
Kuan Yew's second visit to China in November 1980. The advance copy
of Lee's speech was known to have touched on this matter, which the
Chinese considered sensitive. As Lee himself revealed, "They told us
that if I made my speech . . . their people would be upset and Premier
Zhao (Ziyang) would have to reply to it publicly. They said it might lead
to unnecessary strain in our relationship."® Rather than leave out a por
tion of his speech. Lee chose to have no speech at all. But he did make
his points at the highest levels in discussions with all three Chinese
leaders, that is, the then chairman Hua Guofeng, Deng Xiaoping (then
vice chairman), and Premier Zhao.

^See, e.g.. Lee Lai To, "Singapore and East Asia," in Peter S. J. Chen, ed., Singapore:
Development Policies and Trends (Singapore: Oxford University Press, 1983), p. 350.
®Text of interview with Lee Kuan Yew by Singapore journalists, in Xiamen, November23,
1980, Singapore government press release. Ministry of Culture, No. 02-1-80-11-25, pt 14.
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The point of the Chinese Communist Party's right to party-to-party
relations with insurgent groups was raised by Lee to illustrate how any
ASEAN position toward Vietnam and the Soviet Union was bedeviled
by the suspicion that ASEAN might be sacrificing its own longer-term
interests "by helping the restoration of Chinese influence through a
Khmer Rouge regime in (Cambodia), besides weakening Vietnam as
another Southeast Asian counterweight to any Chinese push south-
wards."9

Although Singapore does not have an insurgency problem, the
internal communist threat in Malaysia is a threat to Singapore since the
MCP makes no tactical or political distinction between the two coun
tries. More importantly the communist movements present political
challenges to the local regimes. In this respect the issue of the PRC's
party-to-party support for these movements is joined (albeit somewhat
tenuously) to Singapore's cautious approach toward the establishment
of diplomatic relations with China. This cautiousness in a sense puts a
question mark over China's long-term intent as much as the communist
movements pose a question mark over the political legitimacy of the
local regimes.

If it is possible at all to speak of a Singaporean perception of the
threat from China, such perception relates to the long-term rather than
the immediate future. There is little to suggest that the views expressed
by Lee back in 1980 on the question of the China threat have changed
substantially. Lee saw that if China developed industrially in twenty to
thirty years, it might possess the potential to become a major threat to
Southeast Asia; even then, he doubted whether China would have the
power to be the main threat. (China, as Lee has observed elsewhere, is
simply not in the same league as the Soviet Union.) For the short term,
having been devastated by twelve years of the Cultural Revolution,
China would not have the industrial and military capacity to threaten
Southeast Asia other than by aiding guerrilla insurgencies.^®

It may be asked whether China's modernization program has
affected the shaping of Singapore's threat perceptions. Here, the views
of Singapore's prime minister suggest two possibilities. With respect to
military modernization, if American weapons technology does enable
China to build up an amphibious capacity, it would complicate the
regional balance in the long run. There is the further apprehension that

interviewwithLee Kuan Yew by David Bonavia, p. 6.
^®Interview withLee Kuan Yew byDerek Davies of FEER, September 22, 1980, Singapore
government press release. Ministry of Culture, unnumbered, p. 7.
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the transfer of American arms technology may go toward providing an
additional role for the PRC, that is, the containment of the Soviet threat
in Southeast Asia.^^ On the other hand, the economic dimension of
China's modernization may moderate the threat perception because a
"more prosperous China means a better trading partner and a more
peaceful China."^^ assumes that China woiild really enter the
mainstream of the global economy instead of opting for greater eco
nomic nationalism. It is indeed with such hopes (besides expectations of
pure economic gain) that the new phase in Singapore's relations with
China is being defined.

The discussion so far has drawn heavily upon the comments of Lee
Kuan Yew, who is principally responsible for setting the tone of Singa
pore's relations with China. Besidesthe prime minister, two others who
have contributed major inputs into foreign policy for a sustained period
are S. Rajaratnam and Goh Keng Swee. The former (who remains the
senior minister in the prime minister's office) marked the normalization
of relations with China by leading, in his capacity as foreign minister,
the first official Singapore delegation in the postindependence period to
China in March 1975 shortly after Malaysia had established its embassy
in Beijing. Although Dr. Goh has retired from active politics, he remains
an important influence in Singapore's economic relations with China,
besides being retained by the PRC government as an adviser on the
development of the new economic zones and tourism. While a second
generation is being groomed for political leadership in Singapore, Lee
Kuan Yew remains the paramount influence in the charting of Siriga-
pore's foreign policy.

Developing Pragmatic Linkages

Despite the absence of formal diplomatic ties, Singapore has been
able to develop and, in recent years, expand its economic and other
linkages with China. This has in some ways made the absence of such
diplomatic ties bearable to both sides. But more than that, as one study
of China's changing relations with Southeast Asia has shown, the dura-

^^Text of interviewwith LeeKuan Yew by Derek Daviesand Susumu Awanohara of PEER,
Singapore, October 16, 1981, Singapore government press release. Ministry of Culture,
No. 02-1-81-10-22, p. 8. The concern is that the United States on its own may not match
the increasing Soviet influence in Southeast Asia and must therefore bring China into the
balance.

^^Transcript of interview withLee KuanYew by Louis Kraar of Fortune magazine in Singa
pore, November 23, 1984, Prime Minister's office, December 9, 1984, p. 4.
^^John Wong, The Political Economy ofChina's Changing Relations with Southeast Asia (Lon
don: Macmillan, 1984), pp. 100-101.
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bility of China's trade with Singapore is "reflected not only in its ability
to survive political intervention in the form of trade bans . . . but also in
its potential to continue expanding even under adverse conditions, as
during the Cultural Revolution."^^ Other indicators of social and com
mercial interactions (such as the number of telex and telephone calls,
telegram messages, and the number of mail items) support the impres
sion of a general rise in these flows between the PRC and Singapore,
especially since the mid-seventies.

Prior to 1981, the Bank of China in Singapore had acted as a quasi-
official representative of Beijing, facilitating commercial, trade, and
other contacts between the two countries. Short of issuing visas, its
nonbanking services extended to acting as a channel for Chinese nation
als seeking to locate relatives in Singapore and vice versa. On the Singa
pore side the partly government-owned trading corporation Intraco Ltd.
initially coordinated and supervised Singapore's trade with China.
Later it involved itself more actively in trade promotion and more
recently in investments in China. There are over 400 companies in
Singapore holding agencies or dealing in Chinese goods. About 80 per
cent of these companies are members of the Singapore Chinese Mer
chandise Importers and Exporters Association, formed in 1970 to cater
to the interests of companies trading with China.

The institutionalization of commercial linkages was furthered by a
trade agreement signed in Beijing between Singapore's finance minister,
the late Hon Sui Sen, and the then Senior Vice Premier Deng Xiaoping,
in December 1979. The pact provided a broad framework for increased
trade and economic cooperation and was followed by an agreement in
June 1980 that paved the way for the establishment of permanent trade
missions in each other's capitals the following year. The Singapore mis
sion subsequently opened a branch in Shanghai in May 1986.

Besides hanging trade matters, the missions also process visa
applications. Before that, the nearest offices for Singaporeans to apply
for a visa to visit China were the Chinese Embassy in Kuala Lumpur
and the China Travel Service in Hong Kong. Although the PRC's mis
sion in Singapore is headed by a senior official from the Ministry of
Foreign Economic Relations and Trade, it is known to be staffed also by
Foreign Ministry personnel. Indeed, Hon Sui Sen had described the
1979 agreement as "an establishment of some formal relations and obvi
ously the ultimate situation will be diplomatic relations por his part.

^^These dataare presented and interpreted in Lee Lai To, ''Singapore and East Asia," pp.
351-52. These data cover the period 1967 to 1979.

Straits Times, January 6, 1980.
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S. Rajaratnam admits that Singapore has "all the benefits of diplomatic
relations except for the official presence of an embassy or an ambassa
dor."

The nonrealization of that "ultimate situation" has in no way inhib
ited contacts at the highest political level between the two sides. To
date, Singapore's prime minister has led three official missions to China
(1976, 1981, and 1985), while PRC leaders who have visited Singapore
include Deng Xiaoping (1978), Zhao Ziyang (1981), and Foreign Minister
Wu Xueqian (1985). Within a year of the signing of the trade agreement,
at least twelve Chinese trade and study missions (not including those
invited by the private sector) had visited Singapore.^^

A measure of the pragmatism reflected in the evolving Singapore-
China relations can be gauged from Singapore's ability to keep the chan
nels open to Taiwan. S. Rajaratnam freely admits to pressures that had
previously been exerted upon Singapore by the United States and Tai
wan to "join with them to exclude China." Singapore, which was nei
ther anti- nor pro-Taiwan, had to devise its own policy: "We decided to
have good relations discreetlywith the Taiwanese and with the People's
Republic of China, without antagonizing either. Today, our troops are
being trained in Taiwan, but we maintain good relations with the Peo
ple's Republic of China."^®

Indeed these relations are borne out, among other indicators, by the
steady growth in the volume of trade between Singapore and Taiwan,
which kept pace with the volume of Singapore-PRC trade until around
1980 when the later began to rise far more sharply (see Table 1). Never
theless, the volume of Singapore-Taiwan trade has risen steadily from
1975 to 1985 while Singapore's domestic exports to Taiwan (see Table 2)
have been consistently much higher than those to the PRC over the
same period. Furthermore, Singapore plays a role in the indirect trade
between China and Taiwan. In 1984, Singapore was Taiwan's fourth
largest buyer. In March of that year, Singapore placed orders totalling
S$128 million—an increase of 184 percent compared with the same per
iod in 1983. Most of the orders, with 40.6 percent in textiles and 27.3
percent nonferrous metals, were destined for transshipment to China.^^

The prime minister of Singapore is, according to a journalist from
Asahi Shimbun, the only national leader with access to top leaders on

^^Chan Heng Cheeand Obedd ul Haq, eds.. The Prophetic and the Political: Selected Speeches
and Writings of S. Rajaratnam (Singapore: Graham Brash; New York: St. Martin's Press,
1987), p. 489.

Business Times, February 10, 1981.
^®Chan and Haq, The Prophetic and thePolitical, p. 488.

Straits Times and Business Times, April 24, 1985.
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Table 2

Singapore: Domestic Exports to PRC and Tkiwan
(in million S$)

Year PRC Tkiwan

1975 22.1 56.1

1976 49.7 53.1

1977 53.8 139.6

1978 35.9 171.0

1979 151.4 179.0

1980 238.2 387.2

1981 114.1 324.2

1982 117.6 293.6

1983 117.6 330.5

1984 194.4 462.6

1985 398.8 513.4

1986 858.4 655.6

Source: Department of Statistics, Singapore, Yearbook of
Statistics, Singapore, 1985-86, p. 162; and 1986, p. 163.

both sides of the Taiwan Strait. Lee Kuan Yew has been a frequent
visitor to Taiwan (where he is described among official circles as "an
old friend" of the late President Chiang Ching-kuo) although his visits
were never officially announced in Singapore until his seventh visit in
1985.2° In the opinion of one Hong Kong newspaper, the public
announcement served to put on notice to Chiang Ching-kuo that Lee's
recent visit to China did no harm to the good relations between Singa
pore and Taipei.2i A Singapore-based Japanese correspondent has even
raised with Lee the possibility of talks between China and Taiwan
involving Singapore. While the prime minister discounted himself as a
mediator, he was nevertheless quick to say that Singapore was open to
all who wanted to come and use it as a venue.22

Widening the Relationship with China

Traditionally, Singapore's economic relations with China have been
forged through trade which, since 1979, has witnessed dramatic

^^Straits Times, November 6, 1985. Since then Lee has made three other trips toTaiwan,
the most recent being in January 1988 to attend Chiang's funeral.
^^Ibid., November 13, 1985.
^Ibid., October 15, 1986.
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increases both in exportsand imports so that total trade with China rose
from about S$1.3 billion in 1979 to S$5.7 billion in 1985—a 438 percent
increase. One recurring feature of this trade is the imbalance in favor of
China. (A recurring deficit is also a feature in Singapore's trade with
Taiwan.) This, however, does not pose too great a concern to Singapore
since a great proportion of the imports from China are reexported to
Malaysia and Indonesia. In the Indonesian case, that reexport trade is
not officially reported. Moreover, in its traditional entrepot role, Singa
pore compensates for its trade deficits through the export of services
and other invisible earnings.

The new phase in Singapore's economic relations with China (since
1979) is signified by changes not only in the volume of trade, but also in
the pattern ofSingapore's exports, which hadbeentraditionally marked
bythe reexport of rubber. Now the pattern features more nontraditional
items including those produced by Singapore-based multinational cor
porations (MNCs). Between 1979 and 1985 Singapore's domestic
exports to China (these include industrial machinery and transport
equipment and parts, industrial and domestic electronic and electrical
equipments and components, rubber products and processed wood,
chemicals and petrochemicals, pharmaceuticals and fine chemicals,
medical and scientific instruments) rose by 286 percent.

The second feature of the new phase is the increasing Singaporean
participation in China's internal economic development. An example is
Singapore's involvement in large-scale Chinese offshore oil exploration
activities. Intraco leads nine Singapore companies in a joint venture
(struck in August 1983) with the Chinese to establish and manage the
Chiwan offshore oil service base. One possible spinoff from such activi
ties is the revitalization of Singapore's refining and support industry,
which is experiencing excess capacity as a result of new refineries com
ing into operation elsewhere in the region.

Since 1983 there has been a sharp rise in the level of Singaporean
investments in China. Among the ASEAN countries, Singapore is the
most active in economiccooperation with China. One conservative esti
mate given by the Chinese trade mission in Singapore puts the level of
Singapore's investments in China between 1979 and 1984 at around
S$900 million. Most of the money went into joint ventures or partner-

^^Wong, The Political Economy, p. 117. In 1986, Singapore's domestic exports to the PRC
registered a sharp increase of nearly 115.2 percent over the previous year. The overall
trade deficit was reduced to S$1.866 billion from S$4.24 billion in 1985.
^^See Lam Lai Sing, "Singapore's Role in China's Offshore Oil Venture," Asia Pacific
Community, no. 31 (1986), pp. 118-42.
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ships in hotels, warehouses, labor-intensive light industries, and oil-
based servicing projects.By 1985, Singapore was reported to have
entered into 150 projects in various fields.^® The investments of Singa
pore firms are spread over fifteen Chinese inland and coastal cities and
on Hainan—the highest concentration in Guangdong and Fujian prov
inces partially reflecting the close business and family ties with those
areas.27

Singapore's construction industry, badly affected by the recession,
has been looking for new opportunities in China. The partly
government-owned Keppel Group has contracted to build a block of
flats in Beijing for the use of expatriates while another group of Singa
porean real estate and construction representatives has signed lettersof
intent to invest S$290 million in four development projects in Shang-
hai.28

The growth of economic cooperation with China has also resulted in
a greater role for Singapore's financial institutions. The "Big Four" of
Singapore's banks, that is, the Development Bank of Singapore (DBS),
United Overseas Bank, Overseas Chinese Banking Corporation, and
Overseas Union Bank, already have some foothold in China, either
through branches or representative offices. China has agreed to make
greater use of their facilities, in particular for countertrade. In Febru^
1986, the first financial jointventure between Singapore and China was
launched with the establishment of Central China International
Leasing—the only leasing joint venture so far between a Chinese com
pany and an Asian country other than Japan. This joint venture
between the Overseas Chinese BankingCorporationand WeameBroih-
ers on the Singapore side and the Hankow branch of the Bank of China
and Wuhan Leasing Company on the China side will initially service
the financial needs of four provinces, engaging in the leasing, subleas
ing, credit purchase, and sale of industrial, transportation, building,
and scientific equipment and acting as a conduit for overseas credit
directly related to the importation of capital equipment.^

China's need for intermediate technology has led it to cooperate
with several major Singapore statutory boards suchas the Housing and
Development Board (HDB), the Jurong Town Corporation, the Sin^-

^Business Times, February 6, 1985.
September 20, 1985.

'̂'For aprofile of these firms see Pang Eng Fong and Rajah V. Komaran, "Singapore Firms
in China," Singapore Business, September 1985, pp. 12-15.
^Straits Times, July 4, 1986.
^Business Times and Straits Times, February 22, 1986.
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pore Tourist Promotion Board, Telecommunications Authority of Singa
pore, National Computer Board, and the Port of Singapore Authority.
The last named is involved in developing the port of Rianjin near Beij
ing while the Civil Aviation Authority of Singapore may yet have a
bigger role (beyond the airportmanagement already in the cards) in the
development of Shanghai's Hong Qiao Airport.^

The so-called technology transfers from Singapore extend to skills
development and consultancy services. Prominent among those who
are providing consultancy services to China are three former ministers.
In May 1985, Goh Keng Swee, the former first deputy prime minister,
was officially appointed as an economic adviserto China's coastal areas
and four economic zones. He was also China's tourism adviser. He
reported directly to then State Councillor Gu Mu, who in turn
answered to Premier Zhao Ziyang. In his consultancy work Goh has
tapped the expertise of Lim Kim San, another former cabinet minister
whohad held portfolios in National Development, Finance, Interior and
Defense, Education, Environment, and Communications. A former
minister of state for culture. Pong Sip Chee (who is still a member of
parliament), is an adviser for economic and industrial development of
Tianjin. From the private business sector, a prominent local business
man and council member of the Singapore Chamber of Commerce and
Industry, Lau Ing Woon, has been appointedthe SoutheastAsian agent
of the Guangdongprovincial government. His task is to promote certain
joint ventures and technology transfers.

One effectof the various skills development programs has been the
steady increase in the level and extent of people-to-people contacts
between China and Singapore. Chinese trainees started coming to
Singapore in 1982 on programs that varied between two weeks and
three months. The programs have included hotel catering and even
hairdressing. In 1985 China sent thirty teachers to Singapore for the
Institute of Education's Diploma of Education course lasting eleven
months. In 1986 Telecoms began a training program for 200 Chinese
trainees on the Fetex-150 digital telephone switching system for a Japa
nese supplier, Fijitsu Ltd. China is expected to send middlemanagers to
Singapore for training and observation with Singapore's Ministry of
Trade and Industry acting as the contact point. Interestingly, certain
skilled workers from China are also being recruited to work in Singa
pore.Thefour HDB core contractors areknown to have recruited about

^®The CAAS was part of a Singapore consortium that failed to clinch the contract to
design and undertake the expansion of the airport.
^^Straits Times, October 16, 1986.
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300 skilled construction workers for public housing projects in Singa
pore.

Singaporeans have also gone to China to facilitate the skills trans
fers. They include Singapore Airlines flight instructors; retirees who
have taken up teaching, management, and advisory posts; and senior
managers and lecturers involved in the transfer of managerial expertise.
In all these exchanges, Singapore has had the advantage and benefit of
a bilingual population, many of whom have acquired proficiency in
Mandarin.

The exposure of Singaporeans to China's domestic scene has also
increased with the rise in the number of visitors to China. The number
of Singaporeans visiting China increased from 18,000 in 1982 to 32,000
in 1984 and will rise further with the establishment of direct air services
between the two countries. Nowadays, Singapore's prime minister
takes a rather sanguine view of such exposures. As he puts it, "My
personal experience, and that of my own observations of Chinese
Singaporeans in China, lead me to believe that the best reminder of a
Chinese Singaporean that he is Singaporean, not Chinese, is a longish
stay in China."^^

So far, official contacts between Singapore and China on furthering
economic cooperation have resulted in three bilateral agreements: on
investment protection, tourism, and double taxation avoidance. The
fifteen-year investment protection agreement that came into force in
February 1986 provides for protection of investments against expropria
tion or nationalization (unless done by law and with proper compensa
tion), the repatriation of capital and profits, and international
arbitration.33 The five-year agreement to promote tourism was signed
during the visit of State Councillor Gu Mu. Under the agreement, a
joint committee on tourism cooperation will be set up to look into spe
cific projects such as tourism promotion and trainingand the exhibition
of Chinese historical relics in Singapore. The idea underlying the tour
ism joint venture is to encourage tourists visiting Singapore to also visit
China, thereby making Singapore a gateway to China.^^

Under the taxation agreement initialedin April1984 Singapore fully
recognized any tax exemption or reduction granted by China on income
derived by local entrepreneurs from their investments. It means that

^^Text of interview with Lee Kuan Yew by Kensaku Shirai and Teruo Kunugi of Asahi
Shimbun, Singapore, January 5, 1981, Singapore government press release. Ministry of
Culture, No. 02-1-81-07, p. 26.
^Straits Times, June 27, 1986.
^Ibid., February 15, 1986.
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Singapore will give tax credit for any reduction or exemption of Chinese
tax under various incentive schemes and in the agreement.^s

Quite evidently there is now a much wider range of cooperation
(from trade, joint ventures, provision of services, transfer of medium
technology, and skills development) in the economic relations between
Singapore and China. Also, the institutional and taxation framework
necessary to promote such cooperation is being created. Nevertheless it
is necessary to put in perspective the opportunities and benefits that
Singapore is said to derive from the opening up of China, lest there be
excessive or unrealistic expectations from those hoping for quick
returns.

Viewing China in Perspective

The role envisaged for Singapore in China's modernization has
been vividly portrayed by Zhao Ziyang, who told Lee Kuan Yew that
"China can be compared as the stomach and Singapore as the eyes and
mouth. While China had a lot of capacity to digest, Singapore could be
an open channel for technology."^ Lee himself has put the role of
Singapore in sharper perspective. He saw the English-educated Chinese
Singaporeans (say, those working in China for the MNCs) as the cul
tural and linguistic "interface" between China's workers and foreign
engineers and managers to pass on knowledge and know-how. Indus
trial co-production with a third partner is part of Singapore's own
efforts to bring high technology industries to Singapore. In fact it is the
Western industrialized nations, and not Singapore, which will provide
the technology and managerial skills for China's modernization.^^

One may choose to view the indicators presented so far of Singa
pore's "entry" into China as the mere beginningof the long haul neces
sary before China can become an important factor in Singapore's
economy. Lee Kuan Yew has noted that even after ten to fifteen years,
Singapore's economic links with China will be less important than its
links with America, Japan, or Europe, all of whom possess high tech
nology and a much larger GNP than China.^ There should be no expec-

Business Times, April 4, 1986.
"^ext of interview with Lee Kuan Yew by Takuhiko Tsuruta of Nihon Keizai Shimbun,
Singapore, November 25, 1981, Singapore government press release. Ministry ofCulture,
No. 02-1-81-11-27, p. 15.
^^Interview with Lee Kuan Yew by Kensaku Shirai and Teruo Kunugi of Asahi Shimbun,
Singapore, January5,1981,Singapore government press release, Ministry ofCulture, No.
02-1-81-01-07, p. 26.
^Business Times, March 3, 1986.
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tations that a heavier reliance on trade and economic ties with China
will pull Singapore out of its economic recession.

Admittedly Singapore's trade with China has grown
tremendously—in the six years since 1979, it grew twice as fast as Singa
pore's trade with the rest of the world. Yetby 1985 China still accounted
for only 5 percent of Singapore's total trade. As a trading partner Singa
pore ranked fourth after the United States, Japan, and peninsular
Malaysia. But as an export market, China ranked thirteenth—not count
ing Indonesia, for which official trade figures were unavailable. It has
been estimated that a 7 percent increase in exports to the United States
is all it would take to produce the same effect as a doubling of exports to
China.3^ In the view of Trade and Industry Minister Lee Hsien Loong,
the potential for Singapore lies more with selling services than goods to
China.4o

But even in the service sector, certain limitations are evident. So far,
Singaporean companies in China have been able to exploit their exper
tise in financing, marketing, and management to compete against firrns
from other countries. Such skills have enabled them to extend their
intermediary role. However, it can be expected that the Chinese, too,
will learn quickly and develop the skills themselves, thus reducing the
competitive advantages enjoyed by Singaporean firms, which will then
have to discover new strengths.

But even economic relations can never quite be divorced from their
political context or political undertones. Lingering ethnic sentiments
might intrude into dealings with China. Lee Kuan Yew chose signifi
cantly to raise a word of caution in Xiamen, the business center pf
Fujian province (which has strong cultural and emotional appeal to at
least the older generation of the major Chinese dialect group in Singa
pore) during his 1985 visit to China. On that occasion, he urged the
Chinese not to bank on sentiment when doing business with Chinese
Singaporeans—the bottom line would be defined by profitability of the
venture.

Furthermore, given the economic recession faced by every ASEAN
country, the need to diversify markets could lead to greater competition
and even conflict among those who seek commercial opportunities in
China. On the one hand Singapore's merchants are concerned about
the establishment of direct trade links between China and the countries
in Southeast Asia that would undercut their traditional intermediary

March 1, 1986.
^id., April 18, 1986.
^^See Fong andKomaran, "Singapore Firms in China," p. 15.
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role. On the other hand, they could stir up regional resentment if they
were treated as "favored sons" by the Chinese. Lee himself feels that
cause for complaint will depend on "whether we are the only people
doing business or whether we are all doing business and the business is
done with whoever offers the best terms

The danger exists that as economic cooperation with China
expands, Singapore would be (or would seem to be) "too dependent"
upon China, an undesirable condition especially since China, despite
its open-door policy, remains a communist state.

The development of tomorrow's relations with China wiQ continue
to be affected by domestic political change in China, just as recent
changes have created today's new opportunities. Should there be a
political upheaval in China (Just how irreversible is the open-door pol
icy? How much further down the "capitalist road" can China go with
out setting off a domestic political reaction?) no investment agreement
can provide watertight protection for Singapore's interests.

Finally, although the sense of long-term economic threat posed by a
modernized, more export-oriented China is less acutely felt in Singa
pore than elsewhere in the region, what will always remain is the ques
tion of how much longer Singapore can keep one step ahead and
continue playing "mouth and eyes" to China.

Given the above considerations, Singapore will need to tread care
fully in defining a course toward China, even though, or shall we say
especially since, all Singapore may really want at the end of the day is a
"friendly business relationship."

^Business Times, September 26, 1985.



16. Dictates of Security: Thailand's Relations
with the PRC Since the Vietnam War

SUKHUMBHAND PARIBATRA

Over the last two decades the relationship between the People's
Republic of China (PRC) and the noncommunist states of neighboring
Southeast Asia has undergone a significant transformation. In the nud-
1960s, the combination of the Gestapu incident in Indonesia, the U.S.
intervention in Vietnam, the outbreak of a Chinese-supported commu
nist insurgency in Thailand; and the Great Proletarian Cultural Revolu
tion in the PRC meant that mutual suspicions and hostilities were the
dominant features of their relations. Indeed, when the Association of
Southeast Asian Nations was formed in 1967, China was predisposed to
seeing its noncommunist states—Indonesia, Malaysia, the Philippines,
Singapore, and Thailand—as a "counterrevolutionary alliance," a "twin
brother of SEATO" (Southeast Asia Treaty Organization), an "instru
ment of U.S. imperialism," and a part of "U.S. imperialism's ring of
encirclement around China."^

But by the mid-1970s, with the end of the U.S. military presence in
mainland Southeast Asia and the emergence of a victorious, unified
Vietnam under Hanoi's leadership, mutual suspicions and hostilities
were considerably toned down, and most of the ASEAN states moved
toward some sort of normalization with Beijing. By the end of the dec
ade and the early 1980s, in the aftermath of Vietnam's invasion of Cam
bodia, the two sides engaged not only in a common endeavor to contain
the expansion of Hanoi's power but also in rapidly increasing economic
exchanges.2

^See Khaw Guat Hoon, An Analysis of China's Attitudes Toward ASEAN, 1967-76 (Singa
pore: Institute of Southeast Asian Studies, Occasional Paper no. 48, 1977), pp. 5-6.
^Fbr a brief surveyof the transformation of the relations between ASEAN and the PRC,
see Lucian W. Pye, "China and Southeast Asia," in Robert A. Scalapino and Jusuf
Wanandi, eds.. Economic, Political, and Security Issues in Southeast Asia in the 1980s (Berke
ley: Institute of East Asian Studies, University of California, 1982), pp. 156-76. The
present economic relationship is well analyzed in a number of recent works, e.g., John
Wong, The Political Economy of China's Changing Relations with Southeast Asia (London:
Macmillan, 1984); Zakaria Haji Ahmad and Paul Chan, Riding the Chinese Dragon: The
Politics and Economics ofASEAN's Relations with the People's Republic of China (Tokyo: Japan
Center for International Exchange, forthcoming); and Chia Siow-Yue, "China's Economic
Relations with ASEAN Countries," in Joyce K. Kallgren, Noordin Sopiee, and Soedjati
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Increasing cooperation with the PRC, however, does not mean that
the ASEAN countries feel entirely reassured about the intentions of
their northern neighbor. On the contrary, there is a great deal of ambiv
alence toward China. On one hand, as a result of the decline of the
United States' security role in juxtaposition with Soviet expansion of
power and influence in the region and of Vietnam's reunification and
resurgence, as manifested in its domination over Laos and Cambodia,
the PRC is looked upon as a valuable countervailing force against Soviet
and Vietnamese threats. Furthermore, the PRC's apparent lack of revo
lutionary fervor, its emphasis on promoting state-to-state relations
rather than "people-to-people" or party-to-party ties, and its growing
preoccupation with domestic economic development at this junction
also serve to reinforce the view that China has become a power oriented
to the status quo, a force for moderation and stability where Southeast
Asia is concerned. On the other hand, because of its geographic conti
guity, demographic weight, and continued adherence to a totalitarian
ideology, as well as the presence in the region of a large number of its
"kith and kin," the PRC is also regarded by many in ASEAN, particu
larly in Indonesia and Malaysia, as the greatest long-term danger to the
region.^

One crucial player in the evolving cooperative relationship between
noncommunist Southeast Asia and China is Thailand. The kingdom's
position as a "frontline state"—a country directly threatened by Viet
nam's Soviet-supported occupation of Cambodia—makes it perceive
Beijing's role as being indispensible for containing Hanoi and safe
guarding Thai security. Accordingly, the Thai have striven to develop a
close security relationship with the PRC. Because the other ASEAN
countries regard Thailand's security concerns as paramount in impor
tance where the Cambodia conflict is concerned, Sino-Thai cooperation
has been "allowed" to develop and in many ways has served as a cata-

Djiwandono, eds., ASEANand China: An Evolving Relationship (Berkeley: Institute of East
Asian Studies, University of California, 1988).
^ASEAN's ambivalence vis-a-vis Chinais well expressed in JusufWanandi, ''China's Role
in Regional Problems," in Kallgren, Sopiee, and Djiwandono, ASEAN and China. Individ
ual ASEAN countries' views of the PRC, including perceptions of the latter as a threat, are
systematically analyzed in Robert O. Tilman, The EnemyBeyond: External Threat Perceptions
in the ASEAN Region (Singapore: Institute of Southeast Asian Nations, Research Notes
and Discussions Paper no. il, 1984), passim. The reality of China's threat to Southeast
Asia is examined in Sukhumbhand Paribatra, "Power, Ideology and Ethnicity: China's
Environmental Possibilism and the Security of Southeast Asia," paper prepared for the
Thirteenth World Congress of the International Political Science Association, Paris, July
15-20,1985; see also Michael Yahuda, The China Threat (Kuala Lumpur: Institute of Strate
gic and International Studies, 1986).
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lyst of wider Sino-ASEAN cooperation. Yet, as in the cases of other
ASEAN countries, Thailand also feels uncertain about the intentions of
the PRC, and it is this ambivalence, when allied with Indonesia's and
Malaysia's openly articulated fears of their northern neighbor, that is
likely to set a limit on future cooperation with China.

This chapter examines in some detail Thailand's evolving relation
ship with China. The core of this relationship is bilateral security coop
eration, which limits the present work in its ability to be a compre
hensive treatise on the subject. To put it simply, Thailand's security
cooperation with the PRC is a subject concerning which "hard" data
are difficult to find. The reason is clear: While China, unlike the United
States for example, is stiQ a relatively closed society and general access
to information on certain political and security questions remains lim
ited, Thailand's security cooperation with Beijing is considered by the
Royal Thai Government to be an extremely sensitive issue. For most
Thai officials, when in doubt, silence on this matter seems to be the
golden rule. Nevertheless, it is hoped that, with the information avail
able, to a certain degree one can accurately portray and analyze Thai
land's relations with the PRC and thus stimulate further understanding
of and interest in the subject.

From Conflict to Convergence

Dear Listeners, the Voice of the People of Thailand will temporarily
suspend its broadcasts beginning 11 July onward. . . . The last song
will be "Proceed to Expand Operational Areas," and I take this occa
sion to bid farewell to listeners. May you enjoy good health and suc
cess in your work.^

Journalists, academics, and politicians love dramatic turning points,
and if one has to seek one in Thailand's relations with China over the

last decade, it is the broadcast of these simple but poignant words over
the clandestine radio Voice of the People of Thailand (VOPT) in Jtdy
1979. This message signaled the end of the era of enmity, which had
begun immediately after the Chinese Communist Party (CCP) took
power on the mainland in 1949and persisted—though in a latent form
atter the opening of diplomatic relations in 1975 and the beginning of
the area of cooperation, which continues to this day.

From Thailand's point of view, since it began broadcasting from
southern China in 1962, the VOPT symbolized the PRC'S implacably
aggressive intents toward the kingdom. For it was this radio that in

^Foreign Broadcasts Information Service, Asia and the Pacific (hereafter cited as FBIS, APA),
July 10, 1979, p. Jl.
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January and February 1965 had announced what Bangkok had long
feared—the beginning of a communist-led armed struggle in
Thailand^—and which throughout the rest of the turbulent 1960s and
most of the even more turbulent 1970s had helped to keep burning the
fire of revolution.^

Between 1949 and 1979 Thailand's foremost security threat was per
ceived to take the form of communist-inspired and communist-led inter
nal armed dissent. This concern was reflected in a series of laws against
communism, ranging from the Anti-Communist Activities Acts of 1952
and 1969 to the still effective Order of the National Reform Council of

1976, which over the long run have collectively served to identify in
legal terms communism as the main threat to the nation's security and
to give the RoyalThai Government a wide scope for interpreting what
constitute communist-inspired activities and a wide range of powers for
mobilizing resources to deal with them. The concern with communism
also led Thailand to forge a close alliance with the United States, and it
was no coincidence that where the Thais were concerned, the focal
point of the day-to-day activities of this alliance was the development of
what amounted to a joint coimterinsurgency program. Furthermore, the
degree of Thai preoccupation with the threat of a communist insur
gency can be gauged from the fact that efforts to suppress it were begun
well before the actual outbreak of violence in August 1965 (the so-called
"day gunfire erupted") and became both conceptually and operation
ally integrated into the structure and functioning of the Thai state appa
ratus, involving as the efforts did a large variety of key government
agencies, civilian organizations, and security-oriented development
programs. Indeed, during this period, with the exception of the years
between 1973 and 1976, anticommunism—or, more specifically, prom
ises to protect the institutions of the nation, religion, and monarchy
from the threat of communism—became the main instrument of legiti
mation for both the military regime and individual military leaders.^

®See Jay Taylor, China and Southeast Asia: Peking's Relations with Revolutionary Movements
(New York: Praeger, 1976), pp. 288-91.
^For surveys and analyses of the CPT armed insurgency movement, see Kanok
Wongtrangan, ''The Revolutionary Strategy of the Communist Party of Thailand: Change
and Persistence," in Lim Joo-Jock and Vani S., eds.. Armed Communist Movements in South
east Asia (Aldershot, England: Gower Publishing Co., 1984), pp. 133-82; and Kusuma
Snitwongse, "Thai Government Responses to Armed Communist and Separatist Move
ments," in Chandran Jeshurun, ed.. Governments and Rebellions in Southeast Asia (Singa
pore: Institute of Southeast Asian Studies, 1985), pp. 247-72.
For a fuller discussion of the foregoing points, see Snitwongse, "Thai Government

Responses;" also see Chai-Anan Samudavanija and Sukhumbhand Paribatra, "In Search
of Balance: Prospects for Stability in Thailand During the Post-CPT Era," in Kusuma
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For the Thais, a root cause of internal armed communism was seen
to be the PRC. Thai perceptions of the latter were well expressed by a
high-ranking official in 1968:

Since its establishment, mainland China has relentlessly and conscien
tiously sought to impose its hegemony on neighboring countries by
various means, including naked armed aggression, insidious aggres
sion under the label of "wars of liberation," subversion and infiltra
tion. Its major export is revolution. It is single-mindedly dedicated to
the overthrow of legitimate authorities of neighboring states without
exception. . . . Chinese communist leadership has in effect declared a
guerrilla war on Thailand.®

One reason for perceiving the PRC in this way was the underlying
belief, held as an unquestioned and unquestionable article of faith by
many of the Thai elite especially in the military, that communism and
communist activities were alien to Thailand, phenomena externally
influenced rather than internally generated.^ Another reason was that
the Chinese were instrumental in the founding of the Communist Party
of Thailand (CPT),^® which to this day continues to be led by Thais of
Chinese origins, thus enhancing the racial dimension of the threat
perceptions of those Thais already concerned with the economic domi
nance of the Sino-Thai business and financial community.

The third reason was geography. The shape of the kingdom was a
factor that traditionally impeded the central government's access to and
control of the north, the northeast, and the deep south. Moreover, the
length, the topography, and the sociocultural features of its boundaries
were, and indeed continue to be, perceived as factors making the coun-

Snitwongse and Sukhumbhand Paribatra, eds.. Durable Stability in Southeast Asia (Singa
pore: Institute of Southeast Asian Studies, 1987), pp. 188-99. The most comprehen$ive
treatment of Thai-American cooperation in counterinsurgency planning and operations,
of course, is provided in George K. Tanham, Trial in Thailand (New York: Crane, Russak
and Co., 1974).
^Thailand's representative to the United Nations, Ambassador AnandPanyarachun, at the
U.N. General Assembly, November 19, 1968; text of the speech in R. K. Jain, ed., China
and Thailand, 1949-1983 (New Delhi: Radiant Publishers, 1984), pp. 145-46.
^See Tanham, Trial in Thailand, p. 90; see also Snitwongse, "Thai Government
Responses," p. 250.
^®F6r a gooddiscussion of the CPT's earlydevelopment, see David A. Wilson, "Commu
nism in Thailand," in Frank N. Trager, ed., Marxism in Southeast Asia (Stanford, Ca.:
Stanford University Press, 1959), pp. 58-101.
^^Wongtrangan, "Revolutionary Strategy," pp. 179-80.
^^The secondPibulsongkram regime (1948-57) wasparticularly concerned with this issue.
See, e.g., Donald E. Neuchtertein, Thailand and the Struggle for Southeast Asia (Ithaca:
Cornell University Press, 1965), pp. 100-5.
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try vulnerable to subversion and infiltration. The geographical proxim
ity of China, Chinese road-building and other activities in Laos, and the
persistence of the Chinese-influenced Communist Party of Malaya's
(CPM) insurgency in areas in and adjacent to southern Thailand all
combined to make the Thai see the PRC and the pro-Chinese CPT as
feared rivals to the RoyalThai Government (RTG) for the control of the
peripheral areas of the country as well as for the hearts and minds of
the Thai living there. The RTG's sensitivity on this score was reflected
in the ferocious nature of the military campaigns conducted against the
hilltribe insurgency that broke out in the north in 1967.

The American failure in Vietnam led to a readjustment of Thailand's
foreign policies. During this process the Thai policy of nonrecognition
and containment of the PRC was discarded, and in 1975 diplomatic
relations were opened with the latter, with peaceful coexistence
affirmed as the principle for the conduct of their bilateral relations.
The focus of Thailand's security concern clearly shifted toward Vietnam,
and greater attention was paid to domestic political and socioeconomic
conditions as causes of armed dissent. But suspicions of the PRC
remained, as the CPT insurgency increased to new peaks between 1975
and 1978, with the party able to field 12,000 to 14,000 armed guerrillas,
to control directly more than 400 villages and to exert some degree of
influence over 6,000 more villages with a combined population of nearly
4 million, and to conduct combat operations in well over half of the king
dom's seventy-one provinces.The RTG's grave concern with the contin
uing links between the increasingly strong CPT and the CCP was one
of the key factors to prompt the then Thai premier. General Kriangsak
Chomanan, to visit the PRC in March 1978.^^

^^The protracted nature ofthenorthern insurgency problem prompted theRTG to move
the eliteFirstInfantryDivision fromBangkok to the north to engagein counterinsurgency
operations, but it was soon withdrawn. However, by that time, the damage had been
done: There were many casualties, not only among insurgents and government troops,
but also among innocent civilians. See Saiyud Kerdphol, The Struggle forThailand: Counter-
Insurgency, 1965-1985 (Bangkok: S. Research Center Co., 1986), pp. 116-17.The author is
a former Supreme Commanderof the Royal Thai Armed Forces and throughout his mili
tary careerhad been closely involvedin the RTG'scounterinsurgency policyplanning and
implementation. This volume is an excellent source of information and ideas concerning
Thailand's insurgency experiences.
^^The best work on Thai diplomacy in the early 1970s is Sarasin Viraphol, Directions in
Thai Foreign Policy (Singapore: Institute of Southeast Asian Studies, Occasional Paper no.
40, 1976); esp. pp. 19-25 for Sino-Thai relations.
^^Snitwongse, "Thai Government Responses," pp. 259-60; and Wongtrangan, "Revolu
tionary Strategy," pp. 134-36.
^^General Kriangsak Chomanan's interview with the author inBangkok, February 10, 1987.
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In 1978-79 the situation was transformed, and in Thailand's rela
tions with the PRC, conflict gave way to a convergence of security inter
ests. The key development was the Vietnamese invasion of Cambodia.

FromThailand's point of view, the fallof Saigon in April 1975 was a
cause of grave concern. For not only did it reconfirm beyond any
shadow of doubt that the American alliance could no longer be relied
upon for protection as before, but it also meant that for the first time in
almost a century and a half, the kingdom had to face an independent,
unified Vietnam, which had once been its most bitter rival for power
and influence in mainland Southeast Asia and which now also champi
oned a hostile, revolutionary ideology. At that point, however, with
Cambodia under the rule of the Khmer Rouge, the Vietnamese threat to
Thailand was still largely putative and long term rather than actualized
and immediate, and, consequently, opporlimities for achieving some
sort of modus vivendi were always present, as evident from the joint
communiques issued during Vietnamese Premier Pham Van Dong's
tour of the region in September-October 1978.^^

However, Hanoi's invasion of Cambodia at the end of 1978 not only
shattered the prospect of this modus vivendi developing into a dmable
structure of peace, but it also presented a "clear and present danger" to
Thailand at the very time that the latter was no longer assiured of direct
military assistance from the United States. The stationing in Cambodia
and Laos of between 200,000 to 250,000 Vietnamese troops, well sup
plied with Soviet military hardware and backed by the growing Soviet
naval presence in the region, was and to this day remains perceived by
Thais as a threat in a nmnber of ways, ranging from psychological
intimidation, subversion, and incursion to invasion and outright coloni-
zation.i®

^^For a detailed account of the conduct of diplomacy between Vietnam and the ASl^N
countries in 1978, see K. K. Nair, ASEAN-Indochim Relations Since 1975: The Politiix of
Accommodation (Canberra: Australian National University, 1984), pp. 92-107.
^®For example, a senior Thai officer stated:

The concept or plan of integrating Laos and Cambodia under Vietnam's control has been
Vietnam's long-term objectivethroughout history and has not changed with the times. . . .
In the last two to three years Vietnam has succeeded and is able to exert its influence
completely in Laos and Cambodia. . . .

The next target is Thailand. \^etnam tries to bring this about by both open and covert
means. Covertly, Vietnam is using the Vietnamese refugees, who had fled to Thailand
during the wars in Indochina and after 1975 number more than 100,000, by setting up
networks under Hanoi's command to carry out sabotage and support insurgency in Thai
land. Openly, Vietnam, by using hot pursuits and pacificationcampaigns against the Cam
bodian resistance groups as justifications, has constantly committed acts of aggression
against Thailand. . . . Vietnam's aggression and psychological campaign put the Thai gov
ernment in an imstable position because of internal pressures for retaliation and external
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Thai threat perceptions in turn led them to take a firm stand against
Vietnam's occupation of Cambodia, and their policy was and to this day
remains aimed at removing the Vietnamese military presence from that
country by using all possible means, short of a direct military confronta
tion. These means also included the use of Cambodian resistance

groups, particularly the Khmer Rouge, as proxies to exert military pres
sure on Hanoi.

For the PRC the danger from the Vietnamese invasion of Cambodia
was, of course, less "clear and present." China's fears of Soviet encir
clement on its peripheries, its self-image as a power with the right to
exercise influence on the affairs of Southeast Asia, and its commitments
to the Khmer Rouge, factors which had originally helped to precipitate
the Sino-Vietnamese conflict after 1975, now moved Beijing to take a
hard-line stand against Hanoi, to the point of attempting to teach the
latter a lesson through the use of military force in February-March 1979.
By extension, these factors also induced the PRC to perceive that it had
concrete interests in common with Thailand, which by virtue of its geo
graphical location became indispensable for the channeling of Chinese
arms, ammunitions, and other supplies to the Khmer Rouge fighting
the Vietnamese occupation forces.The convergence of China's and

pressures [for moderation?]. So long as this problem remains unresolved, the coimtry's
national security will be exposed to the greatest of dangers. (General Arthit Kamlang-ek,
"Indochina and Thai National Security/' paper presented at a seminar on "National Secu
rity Problems in Thai Leaders' Perspectives," organized by the Institute of Security and
International Studies, Chulalongkom University, Bangkok, March 29-30, 1982, pp. 9, 12.)

General Arthit was at that time an assistant commander-in-chief of the Royal Thai Army.
The original text was in Thai and was translated by the author.
^^Thailand's views of the Vietnamese threat and the Cambodia conflict are more exten
sively discussed in Sukhumbhand Paribatra, "Strategic Implications of the Indochina
Conflict: Thai Perspectives," Asian Affairs: An American Review 11(3) (Fall 1984): 28-46.
^®The subject of the PRC's security interests in Southeast Asia and relations withVietnam
has been extensively treated in many publications. See, e.g., Lucian W. Pye, "The China
Factor in Southeast Asia," in Richard H. Solomon, ed.. The China Factor: Sim-American
Relations and the Global Scene (Englewood Cliffs, N.J.: Prentice-Hall, 1981), pp. 216-56;
Wilfred Burchett, The China-Cambodia-Vietmm Triangle(London: Vanguard Books and Zed
Press, 1981); Robert G. Sutter, "China's Strategy Toward Vietnam and Its Implications for
the United States," and Banning Garrett, "The Strategic Triangle and the Indochina Cri
sis," in David W. P. Elliott, ed.. The Third Indochim Conflict (Boulder, Col.: Westview Press,
1981), pp. 163-92, 193-242, respectively; Steven I. Levine, "China in Asia: The PRC as a
Regional Power," in Harry Harding, ed., Chim's Foreign Relations in the 1980s(New Haven:
Yale University Press, 1984), pp. 107-45; Chang Pao-Min, Kampuchea Between Chim and
Vietmm (Singapore: Singapore University Press, 1985); and John F. Copper, "China and
Southeast Asia," in Don^d E. Weatherbee, ed., Southeast Asia Divided: The ASEAN-
Indochina Crisis (Boulder, Col.: Westview Press, 1985), pp. 47-64.
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Thailand's security interests was first indicated in a series of statements
made in mid-1979 by the CPT-led Committee for Coordinating Patriotic
and Democratic Forces (CCPDF) condemning Vietnam and in the July
10, 1979, closing broadcast of the VOPT, which was widely interpreted
as a directive for the CPT and its followers and allies to take a common

stand with the RTG against "the aggressor enemy," for "it is like seeing
the fire which is burning neighboring houses lapping at our own roof.
What shoxild we choose—uniting to extinguish the fire or letting it burn
our house? ... It is better to die a Thai than to live as a slave.^i"

This convergence of the two countries' security interests still
endures, and indeed where Thailand is concerned, the Vietnamese
threat has been "institutionalized" in a number of ways, just as the
Chinese threat had been in the 1950s and 1960s. During the drafting of
both the Fifth (1982-86) and Sixth (1987-91) National Economic and
Social Development Plans, a great deal of attention was paid to (1) iden
tifying in concrete terms the threat coming from Vietnam, (2) assessing
the resources needed to deal with it, and (3) analyzing the ways and
means of organizing such resources in the most cost-effective manner.
Procurements of major weapons systems, most notably the F-16A
fighter aircraft, have been made, and paramilitary and civil defense
organizations developed, on the assumption that Vietnam is, and is
likely to remain for the foreseeable future, the foremost external security
threat.22 Moreover, where domestic armed communism is concerned,

Vietnam has clearly replaced the PRC as the chief instigator, as evident
from the oft-repeated charges that Vietnam, with the assistance of the
Soviet Union, is actively promoting a new insurgency movement under
the nominal leadership of the so-called "Pak Mai" ("New Party")
group; indeed, the incumbent army chief. General Chavalit Yongchai-
yuth, has even argued that if the CPT were free of Chinese influence, it
would pose a greater security threat to the country.^3

Security Cooperation

The convergence of Thailand's and China's interests after the Viet
namese invasion of Cambodia has brought about close security coopera-

Voice of the People of Thailand, "The Thai People Must Totally Destroy the Aggressor
Enemy," July 10,1979, in Summary ofWorld Broadcasts, Far East (hereafter cited as SWB, FE)
/6165, July 12, 1979, p. A3/7.
^See Sukhumbhand Paribatra, "Thailand: Defence Spending and Threat Perception," in
Chin Kin Wah, ed.. Defence Spending in Southeast Asia (Singapore: Institute of Southeast
Asian Studies, 1987), pp. 84-90.
^^Reported in Bangkok Post, November 27, 1986, p. 3.
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tion between the two. This in turn has formed the basis for a relation

ship that has evolved in a number of other directions and has given rise
to speculation and fears that a full-fledged Sino-Thai alliance may soon
transpire. After first examining the nature and extent of the bilateral
security cooperation, I will discuss this evolving relationship, as well as
its scope and limitations.

It is an impossible task to portray and document fully and accu
rately the shadowy world of the Sino-Thai security relationship. Never
theless, on the basis of the information available, including numerous
formal and informal interviews with military and civilian officials con
ducted by the author between 1980 and 1987, it is possible to piece
together the general outlines of this relationship.

Thailand's security cooperation with the PRC takes place in two
interrelated areas. The first is an informal exchange of quid pro quo
concerning the CPT and Chinese supplies to the Khmer Rouge. The
second is China's role, both direct and indirect, in the strengthening of
Thai military capabilities. These will be discussed in turn.

CPT'Khmer Rouge Exchange

There was little doubt as a result of the communist Pathet Lao's

takeover of power in Vientiane in December 1975, the Lao People's
Democratic Republic (LPDR) became an increasingly valuable logistical
asset for the CPT insurgency movement. Supplies of arms, ammuni
tions, food, and clothing from not only the PRC but also Vietnam were
greatly facilitated. More importantly, in addition to training schools that
had been set up in the 1960s, new facilities were also rapidly made
available, including supply depots and hospitals, especially in key bor
der areas opposite the Thai provinces of Nan and Ubon Rachathani.
Laos, in other words, became a place where CPT insurgents could find
sanctuary, live, train, as well as heal, arm, and feed themselves in readi
ness for the fray across the border.

However, during the period of growing Sino-Vietnamese conflict in
late 1977 and 1978, the pro-Hanoi LPDR began to put pressure on the
CPT to support Vietnam's stand. Although wishing to preserve good
relations with both Vietnam and the LPDR, the staunchly pro-Beijing
CPT leadership refused to do so.^^ In November 1978, after Pham

24According to a CPT insider, Therdphum Chaidee:

The main point of contention among party members was whether to be friends with the
Indochina countries or not. There was never any discussion of cutting or reducing ties with
China. There was pressure from the Vietnamese and the Laotians to reduce attacks on the
Soviet Union and Vietnam. They knew they had a lot to lose if they did not become
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Van Dong's visit to Thailand in September, the CPT was given an ulti
matum by Vientiane: It had either to endorse Vietnam's position vis-a-
vis the PRC and the Khmer Rouge or withdraw from the bases in Laos
within one month. Inevitable delays took place, and the dateline,
though extended, was not met. Accordingly, after Vietnam's invasion of
Cambodia in December 1978-January 1979, the Lao authorities began to
evict forcefully the remaining CPT insiurgents and their dependents and
shut down the bases.This development, together with astute diplo
macy on the part of Thai premier Kriangsak Chaomanan, who rein
forced the schism between the LPDR and the CPT by offering the
prospect of much improved Thai-Lao relations, put the Thai insur
gency movement in considerable disarray.

It was in this context that, despite initial reluctance on the part of
the Thai,28 probably sometime before June 1979, when the CCPDF
stepped up its public condemnations of Vietnam, an informal deal was
struck between the RTG and the PRC leadership. In return for the form
er's assistance in channeling Chinese supplies to the Khmer Rouge, the
latter promised to end its support of the CPT and to ensure that the

friendlier. But the vote of the (seven-member politburo) krom Kanmuang came out four to
three in favor of staying on the same course and refusing to give in to the pressure. Once
the vote was taken, they did not discuss the issue again. They all accepted the majority
decision and tried to explain it to the others. (Quoted by the interviewer,YuangratWedel, in
her monograph. TheThaiRadicals and the CommunistParty [Singapore: Maruzen Asia, 1983],
p. 19.)

^See ibid., pp. 19-21; also Noppom Suwannapanich and Kraisak Choonhavan, "The
Communist Party of Thailand and Conflict in Indochina," paper prepared for the confer
ence on "\^etnam, Indochina, and Southeast Asia: Into the 1980s," organized by the
Institute of Social Studies, the Hague, September 29-October 3, 1980.
^^Kriangsak's interview withthe author.
^^The immediate impact was on the movement in the northern provinces of Tak and
Chiang-rai and in the northern part of the northeastern region of Thailand, which had
relied heavy on the Lao sanctuaries; see Wongtrangan, "Revolutionary Strategy," p. 136.
^®On January 16, 1979, Ceng Biao, CCP Politburo member and secretary general of the
Military Commission, reported that Deng Xiaoping had requested the Thai deputy pre
mier, Sunthom Hongladarom, who had just visited China, "to tell" Premier Kriangsak
Chaomanan that

the Government of China wishes that the Government of Thailand will permit China to
send material aid to Cambodia via Thailand. As regards this request, the Thai government
still has not expressed its opinion. The Thais of course have their own problem for they are
unwilling to get into conflict with Vietnam. We know this well. However, we must explain
the fact very clearly. ... The relationship between Cambodia and Thailand or between
Cambodia and Southeast Asia is one of mutual dependence. If one falls, the other will be in
danger. Therefore, it is impossible for Thailand to stay aloof. Quoted in Jain, China and
Thailand, p. 234.



SUKHUMBHAND PARIBATRA 303

communist movement did not impede the RTG's efforts to cope with
the Vietnamese threat.^^

The available evidence tends to suggest that, when first struck, the
deal was intended to be only a limited stopgap measure, one "instinc
tive" move among many on the part of the Thai to keep the Vietnamese
forces away from the Thai border areas. From Kriangsak's point of view,
with the Mimer Rouge still in disarray and memories of their atrocities
against Thai villagers still fresh, the effort to shore up the Cambodian
resistance was certainly not designed to be a fully committed, large-
scale undertaking, and the real emphasis was on maintaining direct
contacts with the Hanoi leadership aimed at securing an agreement not
to threaten Thailand's territory.

However, as time went on, the deal began to take on a life of its
own. The "Sino-Thai partnership," whereby the PRC provides weap
ons and other supplies to the Cambodian resistance and the RTG
unloads them off ships and trucks and convoys them to various supply
points, has now become a permanent, large-scale operation, with some
300-500 tons of material being sent to the Khmer Rouge every month,
accordingto one estimate.One reason was the departure from office of
Premier Kriangsak, who was much more ambivalent than his successor.
General Prem Tinsulanonda, about the wisdom of being too close to
Beijing and of maintaining an implacably hard-line posture vis-a-vis
Hanoi.^2 More importantly, another reason was that the deal had a num
ber of consequences which in turn served to strengthen the commit
ment of both sides to it. Or, to put it differently, the process of imple
menting the deal had the effect of sustaining and reinforcing it so that

^^"Hard" facts are impossible to find. The only Thai public figure who has publicly
alluded to the existence of such a deal was former Supreme Commander General Saiyud
Kerdphol, who wrote:

The Cambodian conflict made Peking suddenly more dependent on Thai goodwill in order
to pursue its goals in the region. Most specifically this shift saw the need to channel
munitions and logistics support to pro-Chinese Khmer Rouge guerrillas along the Thai
border in order to provide continued resistance to Vietnameseoccupation forces. Bangkok
found itself in a position to appeal to Peking to end its support for the CPT. (Kerdphol,
Strugglefor Thailand, pp. 166-67.)
his interview with the author. General Kriangsak related how he tried to create some

sort of understanding with Pham Dong concerninghow far Vietnamese forces should
go. At first the Thai premier tried to makediem stop at the Mekong'sleftbank. When that
failed, he asked them to stop at a line 30 kilometers from the Thai border. And when that
also failed, he successfullygained Hanoi's promise that Vietnamese troops would not cross
into Thai territory, which of course was later broken.
^^Paul Quinn-Judge, "Hollow Victory," Far Eastern Economic Review (hereafter dted asFEER),
June 14,1984, p. 30. Major weapons are small artillery pieces, grenade laimchers, mortars,
rifles, and mines.
^^Kriangsak's interview with the author.
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now in a way it has become an "institutionalized" mechanism for close
Sino-Thai security cooperation.

In the first place, the "Sino-Thai partnership" has contributed
toward the strengthening of the Cambodian resistance forces, and the
latter's growing strength inevitably reinforces the rationale for sustain
ing and indeed increasing assistance to them. Despite much talk about
the lack of unity within the anti-Vietnamese movement, the fact is that
the Cambodian resistance has become a viable enterprise. Between 1979
and 1986, the total number of armed Cambodians fighting the Vietnam
ese occupation troops increased nearly threefold, from some 22,000 to
over 60,000, with the Khmer Rouge now being able to field up to 40,000.
The latter in particular are capable of operating deep inside Cambodiian
territory and often close to main urban centers.^^

Moreover, despite the fact that it was a "shotgun" union, forged
from disparate groups with disparate and conflicting aims and ideolo
gies,^ the Coalition Government of Democratic Kampuchea (CGDK),
the "united front" of the Cambodian resistance forces, has survived for
nearly five years, and its legitimacy as the rightful government of Cajm-
bodia continues to be accepted by an overwhelming majority of the
international community.^ From the Thai point of view, the ability of
the CGDK to sustain military and political pressures on Vietnam is a
crucial factor, confirming the correctness of Thai policy toward the con
flict over Cambodia and the utility of the Sino-Thai security collabora
tion. It also lends credence to the off-repeated claim that time is on the
side of those opposing Hanoi's occupation of that troubled land.^^

Second, the deal contributed to the decline of the communist insur
gency problem in Thailand. China's promise to cease all but moral sup-

^^One ofthe earliest published works verifying the Cambodian resistance forces' effective
penetration of the interior and raids on urban centers was John McBeth, "Jumping the
Gun," PEER, February 16, 1984, p. 22.
^See, e.g., Jacques Bekaert, "Year of the Nationalists?" in Pushpa Thambipillai, ed..
Southeast Asian Affairs, 1983 (Singapore: Institute of Southeast Asian Studies, 1983), pp.
164-72, 176-78; Carlyle Thayer, prepared statement for a hearing on "Cambodia After
Five Years of Vietnamese Occupation," before the Subcommittee on Asian and Pacific
Affairs, Committee on Foreign Affairs, House of Representatives, 98th Congress, First
Session on H. Con. Res. 176, September 15 and October 6 and 8,1983 (Washington, D.C.:
U.S. Government Printing Office, 1983), p. 40; and Steve Heder, "KPNLF's Guerrilla
Strategy Yields Mixed Results," Indochina Issues, April 1984, pp. 1-7.
^Since the formationof the CGDKin June 1982, ASEAN's resolutionson Cambodiahave
been approved by 105 votes for, 23 votes against in 1982; 105-23 in 1983; 110-22 in 1984;
114-21 in 1985; 115-21 in 1986; and 117-21 in 1987.
^^Sarasin Viraphol, "Thailand's Perspectives on Its Rivalry with Vietnam," in William S.
Turley, ed.. Confrontation or Coexistence: The Future of ASEAN-Vietnam Relations (Bangkok:
Institute of Security and International Studies, Chulalongkom University, 1985), pp. 28-31.
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port for the CPT, its insistence that the party stand by Beijing in its
conflict with Hanoi, and its alignment with the RTG in the Cambodia
conflict generated dilemmas and divisive ideological debates within the
CPT-led Thai radical movement concerning the movement's appropriate
leadership, objectives, roles, and external affiliations. These dilemmas
and debates in turn exacerbated the already existing tension between
the staunchly "conservative" pro-Chinese Politburo and many of the
party's more progressive, nationalistic and youthful rank and file, who
wished to see the CPT adopt an independent revolutionary strategy
based upon consideration of Thai interests.^^

The combination of these developments—the loss of Lao sanctu
aries, the RTG's more balanced and sometimes also more sophisticated
approach for dealing with armed communism (including an amnesty
program),^ and growing disillusionment with the insurgents' way of
life among many who had joined the movement after the October 6,
1976, coup—had a dramatic effect on the CPT. In 1979 defections went
up three times the previous rate. In 1980 and early 1981 prominent
radical leaders, including Seksan Prasertgul and his wife, Therdphoum
Chaidee, Khaisaeng Sxiksai and Thirajoith Boonmee surrendered to the
authorities. Bymid-1981 the main communist united front organization,
the CCPDGF, already strained since its founding in 1977 by tensions
between the dominant CPT and its other member groups, for all intents
and purposes ceased to function. At the same time the CPT in fact
began to sue—unsuccessfully, as it turned out—for a ceasefire with the
RTG. In the middle of 1982, after the CPT's Fourth National Congress
ended, the intraparty split became public knowledge,^^ and the first
mass exodus of guerrillas and sympathizers from the CPTbegan. Bythe
mid-1980s, the number of armed insurgents dropped to somewhere
between 2,000 and 400-500^ and the number of incidents of violence

^^See Suwannapanich and Choonhavan, ''Communist Party of Thailand"; and Wedel,
Thai Radicals.

^®This includes greater stress on political and socioeconomic measures, one of which was
the much heralded order of the prime minister's officeNo. 66/2523, promulgated in April
1980; see Paribatra, "Thailand: Defense Spending and Threat Perception," pp. 84-90.
^^One of the best accounts of the debates during the Fourth Congress was provided by a
defected CPT Central Committee member. Dr.Wang Tochirakam, himself one of the youn
ger and more progressive party cadres, in his article "The Truth About the Fourth Con
gress of the Communist Party of Thailand," for Matichon Sud-Supda in 1983; the English
translation can be found in ISIS Bulletin 2(3) O^y 1983): 8-15.
^®The higherfigure wasgiven in Kerdphol, Struggle for Thailand, p. 173; the lower oneby
the present commander-in-chief of the Royal Thai Army, General Chavalit Yongchaiyuth,
reported in The Nation, July 23, 1986, p. 3.
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involving the party and RTG personnel decreased rapidly from the peak
of 4,144 in 1978 to 2,772 and 1,891 in 1979 and 1980, respectively, and
reached an all-time low of 353 in 1983.^^ For the post-1979 CPT, although
funds are sometimes made available by a number of Sino-Thai trade
associations, self-reliance has become an absolute necessity.^ These
developments have prompted at least one senior army officer to assert
on the record that the present party had lost its capacity to take military
initiative and hence no longer posed a serious military threat.^

The decline of the CPT insurgency movement in turn created the
psychological basis for the development of close cooperation between
the PRC and members of Thailand's conservative security establish
ment. Before 1979, with the communist insurgency in full swing, the
Thai military, the National Security Council (NSC), and other RTG
agencies responsible for safeguarding the nation's security had not
relinquished their fears of China. Indeed, for a long time during the so-
called "Democratic Period" between 1973 and 1976, the NSC success
fully blocked any move on the part of civilian governments to open up
diplomatic relations with the PRC.^

After 1979, however, although suspicions remained. Thai apprehen
sions were considerably reduced, as the domestic insurgency move
ment dramatically declined, with the Chinese keeping their promise not
to support the CPT and turning their attention increasingly inward to
economic reforms. The trust that has grown in Thailand's conduct of
relations with the PRC since 1979 is indicated by the frequency of visits
by high-ranking Thais to the PRC since 1979, a list which includes not
only the incumbent holders of all the most important security or
security-related offices, but also Crown Princess Sirindhorn in 1981 and
the Crown Prince in 1987. Indeed, the transformation of ACM Siddhi
Savetsila, from being the secretary general of the NSC, which had been
fervently Sinophobic in the mid-1970s, to being the minister of Foreign
Affairs, who stresses the importance of collaboration with Beijing in the
1980s, epitomizes this new psychological climate in Thai dealings with
the PRC.45

^^See the table in Kerdphol, Struggle for Thailand, p. 204.
^Kerdphol, Struggle for Thailand, p. 172.
^^The remark ofthe thenassistant chief-of-staff oftheRoyal Thai Army, Lt. Gen. Chavalit
Yongchaiyuth, reported in the Nation Review, October 18, 1984, p. 1. General Chavalit,
however, has subsequently modified his view.
^Fbr the NSC's standpoint concerning normalization with the PRC, seeViraphol, Direc
tions in Thai Foreign Policy, pp. 20-21.
^^See ACM Siddhi's interviews in The Nation, November 19, 1986, p. 4, and January 7,
1987, p. 4.
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Third, the Sino-Thai deal also created a concrete operational basis
for closer cooperation. In channeling supplies to the Cambodian resis
tance and overseeing its activities onThai territory. Thai military officers
have found it necessary to coordinate their actions with the Chinese,
who continue to have direct access to the Khmer Rouge leadership. The
dealings are impossible for outsiders to document, but from the evi
dence available there has developed in recent years an extremely close
working relationship between some members ofthePRC embassy staff
on one hand and a group of RTA officersunder the direct command of
the present army chief. General Chavalit Yongchaiyuth, on the other.
This relationship not only creates a good deal of familiarity among all
officials concerned, but ^so helps to forge common vested interests,
bureaucratic and otherwise, which in turn form the basis for further
cooperation.^

Strengthening of Thailand's Military Capabilities

The second area ofSino-Thai security cooperation is the strengthen
ingofThailand's military capabilities. Again it is difficult, if not impos
sible, for outsiders to assess with any degree ofconfidence and acciuracy
the nature and extent of this relationship. But the available evidence
suggests that Sino-Thai security cooperation in this area takes two
forms and has rapidly increased since 1979, in the same manner as the
operation of supplying the Cambodian resistance.

One is some sort of informal understanding that the PRC would
contribute to Thailand's deterrence posture and helpensure that major
incursions or invasions by Vietnam are prevented. This understanding
probably evolved in the first year of the Cambodia conflict when the
Thais were highly apprehensive about the border situation and the Chi
nese were eager to seciure Thailand's assistancein facilitating supplies to
the Cambodian resistance and its participation in the "united front"
against Hanoi.^^ In October 1979 the first public indication of such
understanding appeared when Deng Xiaoping told the visiting Thai
National Assembly speaker that China "wiU stand on the side of Thai-

^Indeed, informed sources are of the opinion that the meteoric rise of General Chavalit
from anobscure Signals Corps staff officer totheposition of army chief within the space
of seven years was due not only to his personal relationship withPremier Prem Tiiwu-
lanonda, butalso tohiscontrol oftheThai-Cambodian border policy. This allowed himto
demonstrate deft touches in handling political, diplomatic, and security problems that
arose, to make himself known to the foreign diplomatic and security community, and to
utilize whatever resources that might be available to an officer in charge of a sensitive
border in piu-suit of political gains.
^^See, e.g., Ceng Biao's comments quoted inn. 28 above.
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land if Vietnam attacks it."« Indeed, by 1987, the PRC might have even
privately promised to retaliate against Vietnamese attacks on Thailand
within a specified period of time.^'

The credibility of China's contribution is based upon the demon
stration in February-March 1979 that alone among the great powers
involved in the affairs of Southeast Asia it is prepared to use force, and
suffer great losses, to contain Vietnam's expansion. It is also based
uponthe continued stationing ofa large number oftroops on the Sino-
Vietnamese border, who keep preoccupied up to twenty-five of Viet
nam'sfifty-six frontline infantry divisions and thus make it difficult for
any of them to be redeployed in Cambodia or on the Thai-Cambodian
border.^"

The PRC's commitment to Thailand's security is signaled to Hanoi
in a number of ways. One is a series of statements of commitment by
high-ranking Chinese officials issued to coincide with major incidents
on the Thai-Cambodian border or after all major rounds of meetings
with Thai officials. In this respect one significant statement was that
announced by the Chinese Foreign Ministry in the aftermath of the
Vietnamese incursion into Thai territory at Non Mark Moon in June
1980. The Chinese delivered a stem warning, demanding the Vietnam
ese to "stop their aggression in Thailandat once" and calling the atten
tion of the Vietnamese to the "grave danger involved" if they persisted
in "military adventures."®^ Another significant statement was the One
issued in Bangkok by the visiting Chinese army chief-of-staff Yang
Dezhi in Febraary 1983, warning that "if Vietnam dares to make an
armed incursion into Thailand, the Chinese army will not stay idle; we
will give support to the Thaipeople to defend their country."®^ AsJohn
McBeth pointed out, this was the first time a Chinese military leader
had delivered a warning to Hanoi while in Thailand.®®

^Quoted in Jain, China and Thailand, p. 248.
^'An "Intelligence" item, headlined "KunmingHotline," in PEER, reported: "In a bid to
assure Thailand of its firm commitment to Thai security, China recently established a
radio-telephone link between its Kunming Military Region Headquarters and the Thai
SupremeCommandin Bangkok. Underthe arrangement the Thaiscan report \^etnamese
shellings or attacks on their border and expect that within sue hours the Chinese army
stationedalongVietnam's northernborder willrepaythe Vietnamese in kind" Qanuary 2,
1986, p. 9).
®''See William 5. Turley, "Vietnam/Indochina: Hanoi's Challenge to Southeast Asian
Regional Order," in Young Whan Kihl and Lawrence E. Grinter, eds., Asian-Pacific Secu
rity: Emerging Challenges and Responses (Boulder, Col.: Lyime Rienner Publishers, 1986),
pp. 190-91.
®®SWB, FE/6456, June 27, 1980, p. A3/1-2.
^^Bangkok World, February 5, 1983, p. 1.
®®John McBeth, "Qose Tiesfor Comfort," PEER, March 17, 1983, p. 19.
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Another way through which the PRC's commitment to Thailand's
security is signaled to Hanoi is Chinese troop movements and/or the
shelling of Vietnamese positions during periods when incidents on the
Thai-Cambodian border occur or are in prospect, or when doubts are
expressed concerning the extent of Chinese commitment to Thai secu
rity.̂ 4 Recently, certain procedures may have been worked out by Thai
and Chinese officials for coordinating their action in the event of an
incident on the Thai-Cambodian border.

The third way is frequent exchanges of visits by high-ranking mili
tary officials and consultations on security issues during these visits,
which have increased rapidly since Chinese air force chiefZhang Tingfa
went to Thailand in March 1981. The list of Thai visitors to the PRC

includes the incumbent holders of all the majority security portfolios,
with many of them being invited to inspect the Sino-Vietnamese border.
The most recent visit was Yang Dezhi's second to Bangkok in mid-
January 1987, during which not only did the Chinese army chief-of-staff
go to the Thai-Cambodian border, but the RTA also did not hide the fact
that discussions were held to find ways and means of significantly
increasing Sino-Thai security cooperation, including military grant aid,
exchange of training, and more arms transfers.

The other form of security cooperation in this area is more direct. It
involves transfers of Chinese weapons. According to some reports, in
1982 the Thais tried to acquire some arms from the PRC, but the latter
expressed its preference for, and did propose, a joint arms production
project.57 Apparently the subject was too sensitive to pursue at that
time, but in 1985, either during or after Hanoi's dry season offensive,
the Chinese began to provide, free of charge, 130mm artillery pieces
and shells for use on the Cambodian border.

After many unconfirmed reports since 1985 that Thailand has
acquired from China a number of T-69 tanks, a modified version of the
Soviet-built T-54 and T-55,®^ the RTA finally confirmed in March 1987, a

^^The most recent example isprobably China's armed clashes with Vietnam onJanuary 5-
7, 1987,which by all accounts were the most serious since the 1979war. Analysts believed
that this was caused by Beijing's concern with a Vietnamese troop buildup in strategic
areas in Cambodia, as well as the perceived need to reassure Thailand and the Cambo
dian resistance of its continuing commitment; see Murray Hiebert, "A Border Flare-up,"
PEER, January 22, 1987, p. 26.
^^FEER, January 2, 1986, p. 9.
^The Nation, January 15, 1987, p. 1; also Kavi Chongkittavorn, "Sino-Thai Defense Rela
tions Firming Up," The Nation, February 5, 1987, p. 5.
'̂̂ Nation Review, October 31, 1982, pp. 1-2.

^®Chongkittavorn, "Sino-Thai Defense Relations," p. 5.
^^Nation Review, November 19, 1985, pp. 1-2; and The Nation, January 26, 1987, p. 1.
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fewweeks afterYang Dezhi's secondvisit, that it planned to buy fifty to
sixty T-69s "at only a token price of 10 percent of the market price and
with a grace period."^ This was followed by the announcements that
the Royal Thai Air Force (RTAF) would buy a number of P-74 37mm
Chinese antiaircraft guns and that, in addition to the T-69s, the RTA
would purchase some 400 armored personnel carriers (APC) from Bei
jing in 1987.6^ Discussions are under way to find venues for promotmg
cooperation in this regard. The Chinese have offered to sell a range of
weapons, from more artillery pieces to F-7 aircraft and conventional
"Romeo"-class submarines,^^ the Thai so far have not responded by
making further purchases, preferring to talk about direct military assis
tance (free 130mm shells and credit for arms procurements)^ and
exchanges of military training.^ But after incumbent Thai army chief
General Chavalit's visit to Beijing in May 1987, further purchases of
Chinese weapons are indicated.^

The PRC's contribution to Thailand's deterrence posture has not
proved to be completely effective, as demonstrated by the Vietnamese
dry season offensives in 1984-85, which led to a number of incursions
into Thai territory and armed clashes with Thai security forces.^ More
over, Thai acquisition of heavier Chinese weapons has been limited:
only sixteen or eighteen 130mm artillery pieces have been provided so
far,and the core of the RTA's armored strength will continue to consist

of U.S.-made M-48 tanks, which now number 190^ and will soon
increase to 230, with the addition of 40 more M48-A5.^^ But China's
direct and indirect contribution toward the strengthening of Thailand's
military capabilities has conferred a number of "benefits" on the latter,
which in turn have served to enhance Sino-Thai cooperation over time.

First, it gives Thailand a great deal of psychological assurance. The
Vietnamese invasion of Cambodia came at the time when the king
dom's security was perceived to be at the lowest ebb. At home, 1978

^Bangkok Post, March 1, 1987, p. 1. A number of these tankshave arrived and have been
publicly tested; see TheNation, December 25, 1987, p. 1.
^^The Nation, March 22, 1987, pp. 1-2, and April 12, 1987, pp. 1, 3.
^^The Nation, January 8, 1987, pp. 1-2.
^The Nation, January 15, 1987, pp. 1-2, and January 16, 1987, p. 4.
^Chongkittavom, "Sino-Thai Defense Relations," p. 5.
^Bangkok Post, May 12, 1987, pp. 1,3.
^SukhumbhandParibatra, Kampuchea Without Delusion (Kuala Lumpur: Institute ofStrate
gic and International Studies, 1986), pp. 1-3.

Bangkok Post, March 7, 1987, p. 1.
^See The Military Balance, 1985-1986 (London: International Institute for Strategic Stud
ies, 1985), p. 135.
^^Bangkok Post, March 7, 1987, p. 1.
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was the peak year for the number of violent incidents involving CPT
insurgents and for the number of government casualties/® Abroad,
Thailand's future seemed to be dependent only on its adversaries'
goodwill/^ Thus, when Vietnam invaded Cambodia, neither the accel
erated armament program of 1977-78 nor words of assurance from the
American ally cotdd alter the fact and the perception that the kingdom
had to stand alone with an inadequately prepared defense system/^

Security cooperation with the PRC, which demonstrated in
February-March 1979 in particxilar that at present it is the only great
power involved in the affairs of Southeast Asia both able and willing to
use force in pursuit of its goals, helped to alleviate Thai fears and restore
their self-confidence. As one Thai Foreign Ministry official observed:

The Thai perception of Indochina has been transformed since 1975
from one of loss of confidence to one characterized by the restoration of
a considerable degree of confidence. This has been brought about by
the ability of Thailand to subsequently adapt itself to the new environ
ment: finding new strength in ASEAN unity and solidarity, making
peace with China and working out a meaningful symbiosis, and redis
covering the viability of Thailand's own institutions.^3

Moreover, security cooperation with the PRC in this area has engen
dered a good deal of trust and faith in the latter's ability and willingness
to support Thailand against Vietnam. A survey of the Thai elite con
ducted in 1982 found that over 80 percent of the respondents believed
China could be depended upon for assistance if Vietnam attacked Thai
land directly and that nearly half of this number believed assistance
would come in a military form.^^ The restoration of Thai self-confidence
and the faith in the PRC's commitment to Thai security have helped to
convince the Thais of the correctness of their policy toward the Cambo
dia conflict, to make them less willing to compromise with Vietnam,
and to generate the belief that over the long run the correlation of forces
is decisively against Hanoi and that in time the latter will be forced to
capitulate.

The "hardening" of the Thai perspective, together with the close
Sino-Thai alignment, has made the structxire of the Cambodia conflict

^®Kerdphol, Struggle for Thailand, pp. 186-87.
^^Viraphol, "Thailand's Perspectives," p. 21.
^^Kriangsak's interview withthe author.
^^iraphol, "Thailand's Perspectives," p. 26.
''̂ Kramol Tongdhammachart, Kusuma Snitwongse, Sarasin Viraphol, Arong Suthasasna,
WiwatMungkandi, and Sukhumbhand Paribatra, The Thai Elite's National Security Perspec
tives: Implications for Southeast Asia, (Research Report in 1983).
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less amenable to resolution through compromise. The reduced likeli
hood of settlement in turn means that the Thais continue to attach value
to psychological assurances arising from their security cooperation with
the PRC and to seek to increase it over time, thus further diminishing
thepossibility of compromise. Such isthe "vicious cycle" of the conflict
over Cambodia.'^ Furthermore, as in the case of the deal concerning the
CPT and supplies to the Cambodian resistance, Sino-Thai cooperation
to enhance indirectly and directly Thailand's military capabilities has
created a concrete operational basis for yet closer cooperation.

For one thing, although the day-to-day working relationship
between Thai and Chinese security officials is impossible for outsiders
to document, the available evidence seems to suggest that a good deal
of familiarity and mutual trust seems to have developed out of the
extensive exchanges between the twosides. Indeed, it is significant that
PRC officials have been allowed to attend Thai-U.S. military exercises,
code-named Cobra Gold, which have taken place annually since 1982,
or that Yang Dezhi during his second visit was taken to inspect the
Kanchanaburi-based Ninth Infantry Division, which along with the
First Division is considered to be the RTA's "pride and joy" and which
is to be used as a prototype for the present Thai army chief's moderni
zation program.'^

For another, arms transfer from the PRC fit well with the RTA's
overall development plans. Since the withdrawal of the United States
from mainland Southeast Asia in the mid-1970s, the Thai military have
striven, first, to make the Thai armed forces more independent or, at the
very least, far less dependent on the United States than before; and,
second, to equip them with modern weapons for conventional rather
than counterinsurgency warfare purposes within the constraints
imposedby budgetaryand general economic considerations.^®

Acquisition of arms from the PRC is becoming increasingly an inte
gral part of the process of diversifying suppliers. Furthermore, Chinese
130mm artillery pieces and T-69 tanks are considered to be excellent
weapons, obtainable at far cheaper prices and in a shorter time than

more extensive discussion of the foregoing is provided in Sukhumbhand Paribatra,
''Irreversible History? ASEAN, Vietnam, and the Polarization of SoutheastAsia," in Karl
D. Jackson, Sukhumbhand Paribatra, and J. Soedjati Djiwandono, eds., ASEAN in
Regional and Global Context (Berkeley: Institute ofEast Asian Studies, University ofCalifor
nia, 1986), pp. 221-37.
^^See "Cobra Gold '84:U.S. and ThaiMilitary Forces Working Together," Asia-Pacific D^ence
Forum, \>%iter 1984-85, p. 32.
^Bangkok Post, January 15, 1987, p. 3.
^®Paribatra, "Thailand: Defense Spending and Threat Perception," passim.
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American weapons, attributes which are highly attractive at a time
when budgetary constraints are being felt more, border security needs
rapid reinforcement, and the United States has cut its Foreign Military
Sales (FMS) program to Thailand. In other words, procurement of Chi
nese weapons at this juncture is perceived to be highly appropriate for
the Thai military's present professional requirements and thus is likely
to increase over time.

This process may be self-sustaining, for arms transfers inevitably
help to forge common vested interests, bureaucratic or otherwise,
between sellers and those empowered to make purchases. As the PRC
has more weapons to sell rather than to give away to Thailand, the
likelihood is that more will be bought. Such is the "virtuous cycle" of
the arms bazaar.

The Evolving Relationship

As a result of the convergence of Sino-Thai security interests and
the cooperation in security matters that this process has engendered,
there has evolved a great degree of coordination in the overall conduct
of diplomacy, with the focus inevitably being on the Cambodia conflict.

As demonstrated by what took place in the International Confer
ence on Kampuchea (ICK) in 1981 and by many other diplomatic devel
opments since the Vietnamese invasion of Cambodia, the PRC wields
the power of veto in all major questions pertaining to the Cambodia
conflict, adamantly refusing to abandon both the policy of attrition of
Hanoi and the policy of support for the Khmer Rouge.This power of
veto, together with the growing security relationship between Beijing
and Bangkok, has given much anxiety to Indonesia and Malaysia,
which continue to entertain great distrust of the PRC.®^ Paradoxically,
the development of a close working relationship between China and
Thailand has been one of the main factors helping to prevent polariza
tion and to preserve a level of cohesion in the Sino-ASEAN anti-Hanoi
alignment in the short run. As indicated most recently by Indonesia's

^^Chongkittavorn, "Sino-Thai Defense Relations/' p. 5; and Chinwanno, p. 7. See also
Pichai Chuensuksawasdi and Banyat Tasaneeyavej, "New Angle in Ties with China,"
Bangkok Post, February 14, 1987, p. 4.
®®Fbr analyses of China's policy and role in the conflict, see, e.g.. Copper, "China and
Southeast Asia," pp. 47-64; and Sheldon W. Simon, "The People's Republic of China and
Southeast Asia: Protector or Predator," in Jackson, Paribatra, and Djiwandono, ASEAN in
Regional and Global Context, pp. 342-46.
®^See, e.g., Michael Leifer, "ASEAN UnderStress over Cambodia," PEER, June 14, 1984,
pp. 34-36; and Bernard K. Gordon, "The Third Indochina Conflict," ForeignAffairs, Fall
1986, pp. 78-80. See also Paribatra, "Irreversible History?"
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revival of the "cocktail party" proposal, Thailand's role as some sort of
"interlocutor" between China and ASEAN has helped to ensure that
intramural differences are kept largely intramural and that the exertion
of Chinese veto power, when it is put into effect, takes placebehind the
scene, not in the glare of international publicity.®^

Furthermore, the development of a close working relationship
between Thailand and China on the issue of Cambodia has served as a
starting point for cooperation and coordination in a number of interna
tional forums. These include, not only the U.N. General Assembly
(UNGA), where ASEAN submits its proposals on Cambodia every year,
but also the Security Council—where Thailand was elected as a nonper-
manent member in 1985—North-South dialogues, the Group of 77, and
GATT meetings.®® A survey of UNGA voting patterns undertaken by the
author clearly indicates concxirrence between the two in most interna
tional issues (see Table 1).

The convergence of Sino-Thai security interests and the bilateral
security cooperation were also crucial stimuli for the expanded eco
nomic relationship between the two coimtries since 1979. China's mod
ernization programs begun in 1978 certainly created the ideal
psychologic^ climate for such expansion, asevident from the signing of
the bilateral trade agreement in March 1978. But it was only in Novem
ber 1978, at the time of growing tension in Indochina, that a protocol on
import and export was signed during Deng Xiaoping's visit to Bangkok,
translating the generalities concerning trade expansion based on
"mutual advantages" and "equality of status," as contained in the
March 1978 agreement, into concrete details concerning the items and

®^During his visit to Hanoi in July 1987, Indonesian foreign minister Mochtar Kusumaat-
madja agreed with his \^etnamese counterpart, Nguyen Co Thach, that there should be a
meeting among all the warring Cambodian factions on an "equal footing, without precon
ditions and with no political label," and only at a later stage would Indonesia invite
others, including Vietnam, to participate. This agreement was not endorsed by Thailand
and Singapore and thus was later amended at the ASEAN foreign ministers meeting, held
in Bangkok on August 16, 1987, to make Vietnam participate immediately after the initial
meeting among Cambodians, thus making clear Hanoi is a party to the conflict and also to
include as agenda elements of the CGDK's eight-point peace plan, which Vietnam had
already rejected; see FaisalSricharatchanya, "New Mix to Old Cocktail," PEER, September
3, 1987, pp. 8-9. The PRC opposed these initiatives, but after a discussion between Thai
foreign mmister Siddhi and Chinese foreign minister Wu Xueqian, it voiced limited support,
thus avoiding an open breach with ASEAN; see Bangkok Post, August 21, 1987, p. 2.
®^Prachyadavi Tavedikul, "China-Thailand Links Making GoodProgress," Bangkok Post,
October 1, 1986, p. 4. The author was until recently a high-ranking Thai Foreign Ministry
official.
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Table 1

Pattern of Thailand's and China's Voting in the
U.N. General Assembly

No. of Times No. of Times Percentages of
Year Votes Thken Voting the Same Voting the Same

1979 125 105 84

1980 116 85 73

1981 133 107 80

1982 156 124 79

1983 146 115 79

1984 151 129 85

1985 157 130 83

1986 171 130 76

Source: Departmentof International Organizations, Ministry of Foreign
Affairs, Thailand.

the volumes of such items to be traded. Since then, annual trade proto
cols have been signed, stipulating what was to be imported and
exported by the two countries each year. Furthermore, in November
1979, another agreement wasmade, establishing a joint Sino-Thai com
mittee for trade, which subsequently came to meet annually, alternat
ing between Beijing and Bangkok, to keep track of all bilateral trade
matters.

As Ahmad and Chan pointed out, although the use of annual pro
tocols as the format for the conduct of bilateral trade is a rather inflexi
ble approach, it seems to work.^^ Total exchanges between Thailand
and the PRC increased 103 percentbetween1978 and 1979 and a further
70 percent between 1979 and 1980, and at the end of1985 theystood at
baht 13,440.4 million (see Table 2). Along with this expansion a process
of diversification has also taken place, and Thailand's importation of
Chinese oilis no longeras dominantan itemas before. Whereas in 1980
trade in nonoil products formed only 55 percent of the total bilateral
trade, in 1985 the proportion rose to 83 percent. Thailand's nonoil
imports from the PRC now cover a wide range of goods, including
chemical products, soya beancake, industrial and agricultural machin
ery, cotton, rawsilk, medicinal plants, andvarious medicines. The PRC
has also expanded its rangeof imports from Thailand. Apartfrom such
"traditional" products as rice, maize, green beans, smoked rubber
sheets, tobacco leaf, tapioca, building material, and sjmthetic fibers, in

®^Admad and Chan, Riding the Chinese Dragon.
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Table 2

Thailand's Trade with the PRC 1972-85

(haht millions)*

Year Exports Imports Total Trade Trade Balance

1972 0.0 0.3 0.3 -0.3
1973 0.0 0.0 0.0 + 0.0
1974 2.3 91.9 94.2 -89.6
1975 391.3 343.9 735.2 + 47.4
1976 1,266.0 1,462.5 2,728.5 -196.5
1977 2,081.6 1,370.6 3,452.2 + 711.0
1978 1,497.6 1,703.7 3,201.3 -206.1
1979 1,571.9 4,939.5 6,511.4 -3,367.6
1980 2,530.7 8,535.1 11,065.8 -6,004.4
1981 4,063.5 6,982.9 11,046.4 -2,919.4
1982 7,053.0 5,374.5 12,427.5 + 1,678.5
1983 2,467.5 6,099.2 8,566.7 -3,339.1
1984 4,295.1 7,448.8 11,743.9 -3,153.7
1985 7,367.2 6,073.2 13,440.4 + 1,293.9

♦Before 1980, the official exchange rate of the baht to the U.S. dollar was 20, between
1980 and 1984 about 23, and between November 1984 and early 1987about 25-26.

Source: Department of Business Economics, Ministry of Commerce, Thailand.

the trade protocols of 1986 and 1987 it has agreed to buy coconut oil,
gem stones, fruits, fish meal, leather, and puTp.^s

The security-stimulated nature of this trade expansion is further
indicated by the fact that recently the PRC has agreed to purchase a
number of commodities, which it obviously does not need but for
which Thailandcould not find markets elsewhere. Examples are US$43
million-worth of rice and maize in early 1986, 30,000 tons of Thaigluti
nous rice and 20,000 tons of green mung beans in November 1986,®*
and between 100,000 and 200,000 tons of raw sugar in December 1986.®^

Similar trends can be discerned in investment, although the exact
figures may be very difficult to identify because a number of Chinese
investments in Thailand and Thai investments in the PRC may have
"originated" in Hong Kong. While in 1980 the value of registeredcapi
tal investment by the PRC in Thailand amounted only to baht 200,000,
by 1985 the total has gone up to nearly baht 100million. Now there are
over twenty Sino-Thai joint ventures in Thailand, the largest number in

®®According toinformation provided by Department of Business Economics, Ministry of
Commerce, Thailand (hereafter cited as Department of Business Economics).
®*Paisal Sricharatchanya, "Staying Just Friends," PEER, December 11, 1986, p. 34.
^The Nation, November 29, 1986, p. 17.
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an ASEAN country with the exception of Singapore, with the focus of
investmentbeing on construction, travelagencies, transportation, shop
ping centers, housing estates, and factories for manufacturing salt,
processing timber, and producing farm machineries.®® As Ahmad and
Chan pointed out, the PRC's investments in Thailand have been facili
tated by the fact that Indonesia and Malaysia, two other resource-rich
ASEAN countries, are unwillingto acceptChinese investments. Indeed,
among the ASEAN countries Thailand is unique in allowing Chinese
labor to be used in Thailand for construction projects, the value of
which was estimated to be over baht 1 billion in 1984.®^

Since 1980 Thai investments in China have also been on the
increase. A total of twenty-five investment agreements have been
made,^ and some US$23.3 million invested in a number of enterprises
ranging from animal feeds, glass, consumer durables to golf courses
and hotels.Again with the exception ofSingapore, among the ASEAN
countries Thailand's investors have been the most active in the PRC.^

Because the investment relationship is new, there is still some
uncertainty, especially on the part ofThai investors who find the PRC's
case-by-case approach in the structuring of Sino-Thai joint ventures
there somewhat disconcerting.But the two governments at present
seem to have the political will to smooth things over. Since 1980, a
number of investment promotion agreements have been signed; they
have served to eliminate many legal impediments and shortcomings.
These include one on investment-capital protection in March 1985 and
another on double taxation avoidance in October 1986.^^

Concurrentwith this expansionof economic relationship there have
also been greater social exchanges. According to Thai foreign minister
ACM Siddhi Savetsila, while "formal and semiformal" visits by high-
ranking Thais numbered only sixty-one in 1979, by 1985 they had
increased to 722.^® Although those who are neither Thai nor Chinese are
included in the figures, the growth of the number of passengers flown
on the Thai national carrier. Thai Airways International, between desti-

®®According to information provided bytheEconomic Relations Promotion Division, Depart
mentofEconomics, Ministry ofForeign Affairs, Thailand (hereafter cited as Economic Rela
tions Promotion Division).
®^Ahmad and Chan, Riding the Chinese Dragon.
^^id.
^%conomic Relations Promotion Division.

Ahmad and Chan, Riding the Chinese Dragon.
^®Ibid.
^^Economic Relations Promotion Division.
^®Interview in The Nation^ November 19, 1986, p. 4.
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nations in Thailand and China is also indicative of the prevailing trend.
Between 1981 and 1985 the annual total increased three and a half
times, from 12,953 to 47,232^® with significant proportions being those
living in one country traveling to the other to visit relatives.®^

"Maturing" is often used to describe both the quality of and the
trend in the evolution of Thailand's relations with China, and given
the expansion ofeconomic and social exchanges, as well as the develop
ment of close working ties in politicaland security issues, between the
two countries since 1978-79, this word is accurate. Indeed, present good
relations are S5mibolized by discussions under way to make Bangkok
and Beijing "Twin Cities."'' However, the relationship is still not with
out difficulties and constraints.

The first is that the present close relationship between Thailand and
the PRC ultimately is basedon one thing, and one thingonly, namely, a
common interest in preventing a Vietnamese military diktat in Indo
china. This is the relationship's strength, as well as its weakness. As
long as Vietnam maintains a significant military presence in Cambodia,
Sino-Thai security cooperation is likely to endure, but there is little
scope for expanding bilateral ties in other directions. As Table 2 indi
cates, the level of trade did not increase significantly from 1980 to 1985
and may now be in the process ofdecline. The December 1986 protocol
envisages a trade target ceilingfor 1987 of only US$500 million, which at
current exchange rates is equivalent to less than baht 13,000 million, a
lower figure than in 1985.™

The limited scope for expanding bilateral trade in the future is due
to two reasons. One is that given the present trends in the world oil
market and the development of its own energy resources, Thailand no
longer needs as much Chinese oil as before. According to the latest
figures published by the Mirustry of Commerce, only baht 570 million
worth of oil products was purchased in the first seven months of 1986.™

The second reason is that Thailand and the PRC on the whole are at
a similar stage of development, producing and exporting primary com
modities and low-level technology, and importing higher level technol-

According to information provided byMarket Research Division, Thai Airways Intema-
tional.

^^According to the Thai Ministry of Foreign Affairs, in 1985 there were 2,000 applications
for visas by PRC residents to visit relatives in Thailand.
^®F6r example, by Foreign Minister Siddhi in his interview in The Nation, November 19,
1986, p. 4.
99According to information providedby the ThaiMinistry of R)reign Affairs.
^®®Department ofBusiness Economics.
^®^Department ofBusiness Economics.
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ogy and other capital goods.There is not much that China needs to
buy fromThailand, and in several cases, as mentioned previously, it has
agreed to buy only for political reasons, or more specifically, to satisfy
Thai concerns with the continuing trade imbalance with the PRC and
with overproduction of certain commodities. Indeed, Beijing sometimes
has to reexport certain items, for example, mung beans, of which it is
alreadyproducing a surplus.Indications are that Chinais increasingly
reluctant to keep its end of the bargain where these "goodwill" import
items from Thailand are concerned.^®^ Moreover, the two countries are
competitors in manymarkets, most noticeably in primarycommodities,
textiles, handicraft and leather goods, and price-cutting has emerged as
a bilateral problem.The lack of complementarity is likely to persist,
and this means that for both Thailand and China trading ties with third
countries are, and will continue to be, much more important than bilat
eral ones.

Thescopeforexpanding investments is similarly constrained. Partly
because of the dominance of Japanese and Western investments and
partly because of China's own financial and technological limitations,
Chinese investments in Thailand take the form of "bits and pieces,"
distributed over a wide range of enterprises, which are by no means
central to Thailand's pattern of development and are unlikely to pose a
serious challenge to the establishedforeign capital in the near future.
Thailand's entrepreneurs in general are quick to respond to economic
incentives, and at least two Bangkok-based corporations have invested
substantially in China, namely, the Charoen Pokphand argoindustrial
group and the Srifuengfung manufacturing group, but the overall
responseofThailand'sentrepreneurship to China's offers of investment
opportunities has been so sluggish that it is difficult to foresee substan
tive changes in this area in the near future. As many have pointed out,
in the longerterm, conflict mayarisebecause the PRC mayincreasingly
compete with the ASEAN countries, including Thailand, for interna
tional investments from Japan, the United States, Western Europe, as
well as the Asian "newly industrializing countries" or NICs.^^

Ahmad and Chin, Riding the Chinese Dragon.
^®^Ibid. In fact, China has been selling significant quantitiesof mung beans to India and
Japan; see Sricharatchanya, "Staying Just Friends," p. 34.
^^The Nation, November 29, 1986, p. 17.
^^^The Nation, December 23, 1986, pp. 1-2.

According to information providedby the Board of Investment, Thailand. Chinaranks
fourteenth in the list of foreign investors in Thailand, with only baht 99.6 million regis
tered capital, comparedwith Japan's baht 2,835 million, the U.S. baht 1,820 million, Tai
wan's baht 987 million, and Britain's baht 730 million.
^®^Chia, "China's Economic Relations."
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Indeed, the limited scope of the economic relationship between
Thailand and the PRC is demonstrated further by the strong ties
between Thailand and Taiwan in trade and investment, despite the fact
that the latter two ended their diplomatic relations in 1975 when Bang
kok recognized the PRC. Trade has in fact grown rapidly since 1975,
from baht 2,679.4 million in that year to baht 10,923.2 million in 1985,
and at present Taiwanranks fifteenth as a market for Thai products and
eighth—four places above the PRC—as a source of Thai imports.

More significant, however, is the investment relationship. Taiwan
ranks third as a source of foreign investment in Thailand. At present,
116 Taiwan-based companies have invested in the kingdom under the
Thai Board of Investment's (Bol) promotion schemes. The nature of the
enterprises ranges from agroindustries, metallurgical industries,
ceramics, chemicals, and electrical appliances to construction and ser
vices, all of which can be considered part and parcel of the "core" of
Thailand's development drive.

The second constraint is that even though Thailand and China
share a common interest in preventing a Vietnamese military diktat in
Indochina, their goals are not necessarily identical, and the differences
betweenthem mayhavean adverse impacton their future relationship.
Although Thai leaders have opted to use the Khmer Rouge as one of the
kingdom's quiver of arrows against Vietnam in Cambodia and see the
former's involvement in the task of governance therein as a part of the
solution of the conflict itself, they have not indicated in any way that
they wouldlike to see the Khmer Rouge replace the HengSamrin group
as theruling party in Phnom Penh or that they would prefer Chinese to
Vietnamese rule in Cambodia. In fact, continued Chinese insistence on
preserving the Khmer Rouge as the predominant military force in the
CGDK and on maintaining influence over the Cambodian resistance
movement is likely to remain a potential source of friction between ThM-
land and the PRC in the future. Indeed, ironically, should the present
Sino-ASEAN alignment succeed in driving Vietnam from Cambodia
and the Khmer Rouge return to rule in Phnom Penh, a conflict is likely
to develop between China and Thailand.

First, even though Thai leaders realize ASEAN's limitations and
acknowledge that the organization lacks the wherewithal to guarantee

^®®Department of Business Economics. Major Thai exports to Taiwan are tapioca, green
mung beans, rubber, fish products, sesameseeds, maize, electrical circuits, gypsum, and
fluorite. MajorThai importsfromTaiwan are iron scrap, steel, yarn, electrical appliances,
machinery, bicycle parts, and motorcycle parts.
^°^conomic Relations Promotion Division and Board of Investment.
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Thailand's security, they still attach a great deal of importance to
ASEAN and what has been achieved through regional cooperation over
the last decade.Because Indonesia and Malaysia still harbor suspi
cions of China, the Thais are unlikely to endorse any political arrange
ment in Cambodia, planned or actualized, that allows Beijing
substantially to increase its power and influence in Southeast Asia.

Second, there is no love lost between the Thais and the Khmer
Rouge. Even though there is some sort of working relationship between
the two, the Thai military has a long institutional memory, and past
violence committed against Thais by the Khmer Rouge while in power
in Cambodia still generates distrust and even hatred. For this reason the
Khmer Rouge's triumphant return to Phnom Penh as the ruling party is
likely to be perceived by Thailand with grave concern.

Third, and most important, the Thais still consider the PRC a dan
gerous subversive power. This is indicated by the survey of the Thai elite
conducted in 1982.^^^ It is also reflected in the RTG's continuing concern
with the CPT despite the fact that the armed insurgency has declined to
a very low level.Indeed, it is significant that the Thais have ada
mantly refused to conclude a cultural agreement with the PRC because
such an agreement is seen to offer opportunities for subversion by Bei
jing, and in July 1986 when restrictions were placed by the RTG on
movements of diplomats from a number of countries for reasons of
"security" and "reciprocity," China was included in the list.^^^ The PRC
may have developed a powerful "constituency" in Thailand, compris
ing the RTA officers, who have worked closely with Chinese officials,
and the members of the financial and business community, who have
benefited from the Sino-Thai economic relations, but this "constitu
ency" is neither all-powerful nor coherent nor invulnerable to charges
of being too pro-Beijing and hence "pro-communist." It is significant
that the present army chief. General Chavalit Yongchaiyuth, who has
been instrumental on the Thai side in forging close cooperation with the
Chinese, is one of the very few RTA officers who have said on record
that "China is still supplying arms to the guerrillas of the Communist

attitudes of the Thai elite toward ASEAN are discussed in Tongdhammachart et al.
^^^Ibid.
^^^Report of commander-in-chief of the Royal Thai Army General Chavalit Yongchaiyuth
to the Internal Security Operations Command (ISOC)Conference on 'Assessing the Fight
to Win over Communism/' Bangkok, October 29, 1986; text reproduced in Siam Rath
Subda-Vijam, November 2, 1986 pp. 2, 4.
^^^See Kavi Chongkittavorn, "Much Remains to Be Accomplished Since That Historic
Handshake in Peking," TheNation, November 19, 1986, p. 4. The PRC was later omitted
after its representatives lodged a complaint with the Thai Foreign Ministry.
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Party of Thailand (CPT), despite claims that only moral support was
being extended."i" Indeed, if General Chavalit comes under attack
from critics and enemies for espousing ideas thought to be influenced
by communism,"5 most likely he will be forced to preserve a "decent"
distance between himself and the PRC; if so, this in turn is bound to
have a negative impact on future bilateralsecurity cooperation.

The last constraint is the PRC's relative lackof disposable power. As
discussed above, China's willingness to maintain a hardline posture
toward Vietnam and to contribute toward the strengthening of Thai
land's military capabilities has given the lattera good dealofpsycholog
ical and physical security, and the Thai seciuity establishment in
particular is highly appreciative of the value of the evolving ties wifli
Beijing. The recent arms transfers announcements and Deng's insis
tence that "the main obstacle in Sino-Soviet relations is Vietnamese
aggression against Cambodia""^ indicate that in the immediate future
Thailand's relationship with the PRC, particularly in the area of secu
rity, will continue to be close.

But in the longer run the credibility of China as a deterrent force is
likely tobe strained bythe simple fact thatultimately it candovery little
to prevent an escalation of violence on the Thai-Cambodian border. The
PRC is unlikely to attempt to give its recalcitrant Vietnamese "pupil" a
second "lesson." One reason is that the first "lesson" was a mutual
learning process, during which Beijing suffered a great many rasnalHes
and was made painfully aware of its military shortcomings."'' Another
is that Vietnam has substantially reinforced its military capabilities since
1979, particularly its northern defenses, albeit at a great cost to itself,
and a second Chinese "lesson" is likely to involve an even greater com
mitment of resources on the part of China.™ The third reason is that the
Chinese leadership, like its Soviet coimterpart, seems to be committed
to the task of reducing the conflict and normalizing relations between
the two countries, and hence is unlikely to undertake a military opera-

™Nflh'on Review, Jxily 24, 1983, p. 1.
"®See, e.g., former Prime Minister M. R. Kukrit Pramoj's remarks at the seminar on
"Thai Politics at the Cross-Roads?" organized by the Institute of Security and Interna
tional Studies, Chulalongkom University, Bangkok, April 1, 1987; report in the Bangkok
Post, April 2, 1987, pp. 1-2.
^^^nterview on Sixty Minutes, broadcast by the Columbia Broadcasting System, Septem
ber 2, 1986.
117iLarry A. Niksch, "Southeast Asia," in Gerald Segal and William T. Tow, eds., Chinese
Defence Policy (London: Macmillem, 1984), pp. 238-39.
"®Ibid., pp. 238-39.
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tion against Hanoi, which will greatly hamper or even end the present
process of rapprochement.^^^

Moreover, although the quantities of arms bought from China may
increase over time, the range of arms that the RTG has already indicated
its willingness to buy from the PRC—namely, 130mm artillery pieces, T-
69 tanks, APCs, and antiaircraft guns—may be just about all that the
RTG wishes to buy from China in the long run. Given the level of its
technological development, China may not be able to offer the type of
relatively sophisticated yet reliable weapon systems that the Thai mili
tary require for their modernization programs, such as an integrated
early warning radar system, various t5q>es of missiles, missile-armed
attack ships, and submarines. Indeed, significantly, when the Thai navy
showed its interest in Chinese submarines, it was stressed that Thailand
would be willing to acquire them only if they were provided free of
charge.

Throughout history, one thing has been abundantly clear: Thais
understand, respect, and appreciate power and what power can
achieve, especially in terms of survival and progress. This is reflected in
their propensity toward finding a powerful protector and patron for
their cause, both in domestic affairs and in foreign relations. After the
end of Pax Americana in Southeast Asia, China's ability and willingness
to offer Thailand protection has been one of the bases for the develop
ment of close bilateral ties especially in the security arena. But the scope
and extent of this evolving relationship will partly be determined by
what Beijing can offer to the kingdom. Since it is likely that over the
long nm the PRC's ability to contribute to Thai security will be, and will
be seen to be, circumscribed, the Thais will not be anxious to upgrade
their security cooperation with China and, indeed, will not hesitate to
downgrade it if the utility of the Chinese connection diminishes.

Alignment Without Alliance?

In what may be termed the post-CPT era, Thailand's policy toward
China has been transformed, from containment generated by fears and
suspicions, to cooperation based upon a convergence of security inter-

discussions of the recent developments in Sino-Soviet relations, see Robert A. Sca-
lapino, "U.S.-USSR-PRC Relations,"in Kallgren, Sopiee, and Djiwandono, ASEAN and
China; and Donald S. Zagoria, "The Sino-Soviet Conflict," paper prepared for the First
Asia Pacific Roundtable, Kuala Lumpur, January 10-11, 1987.
^^The Nation, January 8, 1987, p. 1.
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ests. What has evolved is an alignment^^ibetween the two countries in
the Cambodia issue. Toone degree or another, Thailand and China have
committed their military power and diplomatic support to each other's
purposes. The former facilitates and protects the latter's supplies to the
Cambodian resistance and works closely with it in the international dip
lomatic arena, while China contributes to Thailand's deterrence posture
and war-fighting capabilities. With the CPT insurgency showing no real
signs of revival and with large Vietnamese forces stillbeing deployed in
Cambodia, it is clear that bilateral relations continue to flourish. Indeed,
the alignment between Thailand and the PRC may prove to be self-
perpetuating, for close Sino-Thai cooperation serves to sustain Viet
nam's fear of encirclement and hence its reluctance to abandon its

present course, which in turn helps to ensure the continuation and
enhancement of the alignment.

It is not inconceivable that this alignment may eventually be trans
formed into a full-fledged military alliance.^22 a number of factors, sin
gly or in combination with one another, may bring about this
transformation. One is the CPT's takeover of the Thai state. Another is a

general war between Thailand and Vietnam, during which it becomes
evident that China, and China alone, is prepared to lend Bangkok sig
nificant military assistance. The third possible factor is the termination
of the United States' security commitments to Thailand. The fourth is
the Philippines' decision not to renew the bases agreement with the
United States in 1991.

The first three developments seem unlikely. The CPT is weak. There
is no reason to believe that either Vietnam or Thailand will be willing to
risk the costs inherent in the conduct of a general war or to allow the
situation to deteriorate to a point where a general war becomes inevit
able. And the Democrats' recent upsurge notwithstanding, there is no
reason to think that a future U.S. administration would or could funda

mentally revise its policy toward Thailand in the absence of major
changes in the kingdom's domestic politics and external affiliations.
And if the public position vis-a-vis the bases of the present Philippines

a discussion of the concept of "alignment/' or rather "nonalignment/' see K. J.
Holsti, InternationalPolitics: A Framework for Analysis(Englewood Cliffs, NJ.: Prentice-H^,
1972), p. 106.
^^For a discussion of the conceptof "alliance," see ibid., pp. 113-21.
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foreign minister, Raul Manglapus, can be taken as an indication, the
fourth may yet be avoided.

As things stand, it is clear that the relationship between Thailand and
the PRC still falls far short of being a full-fledged alliance. Security
cooperation is based upon informal understanding, not signed agree
ments. Tobe sure, there is some sort of casusfoederis, or the definition of
the situation in which certain military commitments are to become oper
ational, whereby China publicly promises "not to stay idle," "if Viet
nam dares to make an armed incursion into Thailand," and privately
may have undertaken to retaliate against Vietnamese attacks on Thai
land within a specified period.^^4 g^t both the casus foederis and the
pledged commitments are by no means clear-cut, interpretations of
which are likely to depend on the exigencies of the situation concerned
in each instance. Bilateral military cooperation remains largely ad hoc
and limited, in no way involving joint planning, exercises, and deploy
ment or large-scale military assistance and arms transfers. The geo
graphical focus of the various security commitments undertaken by the
two sides is generally confined to the Thai-Cambodian border.

Moreover, there are a number of difficulties and constraints in the
relationship between China and Thailand, which are likely to persist, if
not increase, and which would continue to hamper the development of
their bilateral ties over the long run. The most important problem is
Thailand's age-old concern with domestic armed dissent. Given the
existence of these difficulties and constraints, fears that Sino-Thai secu
rity cooperation would develop much further, perhaps even into a full-
fledged military alliance, are likely to be misplaced. In the long run,
hopefully in what may be termed the post-Cambodia conflict era, the
ties that will prove to be most binding for Thailand will be with ideolog
ically compatible or economically complementary states, in particular
the United States, Japan, and the ASEAN countries.

^^Immediately before being appointed foreign minister, Manglapus voiced very strong
criticisms of the bases and argued for American withdrawal. But after his appointment, he
toned down his criticisms and emphasized the necessity for ASEAN collectively to declare
support for the American presence and to share "moral responsibility" for the bases; see,
e.g.. The Nation, November 5, 1987, p. 4.

See n. 49.



17. Vietnam and China

DOUGLAS PIKE

This chapter seeks briefly to examine Sine-Vietnamese relations in
the context of ASEAN security interests, that is, the meaning and signif
icance of the Sino-Vietnamese relationship for Southeast Asia. The
chapter is divided into eight sections successively examining: the long
historical reach of the relationship; its breakup after the Vietnam War;
the basic principles of Vietnamese foreign policy in dealing with China;
the effects of the Sino-Soviet dispute; the present Sino-Vietnamese cold
war; the major contentious issues between the two; the subliminal level
of the relationship; and the future prospects.^

Long Historical Reach

Vietnam's association with China is complex and stretches far back
into history. According to the Vietnamese version, it began about 500
B.C. when there were living in China south of the YangtzeRiver a "hun
dred tribes" that, one by one, were assimilated by the Chinese (Han),
all save the Nam (South) Viets who fled southward to the Red River
delta, determined to resist the pressures of Han-hwa or Sinoization.
The durability of this racial memory is found in this story told by Hoang
Van Chi:

^This chapter is based on source materials drawn from the Indochina Archive at the
University of California, Berkeley. The file, SBV/For. Rels/China, contains an estimated
65,000pages of documentation, most of it primary source materials such as official state
ments and documents. There are few full-length studies on the subject. Most notable
perhaps are William J. Duiker's China and Vietnam: The Roots of Conflict, Indochina
Research Monograph no. 1 (Berkeley: Institute of East Asian Studies, University of Cali
fornia, 1986);King C. Chen's Vietnam and China, 1938-1954 (Princeton: Princeton Univer
sity Press, 1969); and Eugene K. Lawson's TheSino-Vietnamese Conflict (New York: Praeger,
1984).The works of Chang Pao Min, Dennis Duncanson, Donald Zagoria, and Robert A.
Scalapino also contain much useful material. Douglas Pike has produced "Reader: Met-
nam and China" (1986), a collection of articles and conference papers on Sino-Vietnamese
relations, including his "Vietnam and China: Past, Present, and Future Relations" (1975),
"New Look at Asian Foreign Policies: China and Vietnam" (1977), "Notes on the Siiio-
Vietnamese Border War" (April 1979), "Southeast Asia on the Superpowers: The Dust
Settles" (1983), "Vietnam and Its Neighbors: Internal Influences on External Relations"
(1984), "An American View of Vietnam's Relationship with China" (1985), and "Vietnam
and China" (1986).
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During a banquet for Sun Yat-sen in Tokyo in 1911, his host, the Japa
nese statesman Ki Tsuyoshi Inukai, asked him unexpectedly, seeking
to trap him: "What do you think of the Vietnamese?" Caught off
guard. Sun replied: "The Vietnamese are slaves by nature. They have
been ruled by us and now they are ruled by the French. They can't
have a very brilliant future." Inukai said: "I don't agree with you on
that point. Though not independent at present, they are the only one
of the 'Hundred Yueh' (Viet tribes) successfully to resist the process of
Han-hwa (Sinoization). Such a people must sooner or later gain their
political independence." Sun, it is said, blushed but made no reply,
realizing that Inukai knew he was a Cantonese, one of a people re
garded as inferior by the Vietnamese because they became so com
pletely Sinified that they lost all their Yueh cultural identity, consider
ing themselves wholly Chinese.^

The Nam Viets fled southward, but the sons of Han pursued them
and by 258 B.C. the Red River delta had come under Chinese suzerainty.
By most accounts Chinese rule was not particularly oppressive and in
the long run proved far more beneficial for the Nam Viets than for their
overlords, for it permitted the Vietnamese to appropriate virtually in
toto an entire civilization: culture, architecture, art, literature, religion,
and educational and legal systems.

What the Chinese got for their trouble was constant low-grade
resistance punctuated by rebellions and village-level disturbances
requiring "pacification" efforts. Vietnamese history and legend are
filled with accounts of heroic anti-Chinese beaux gestes—the famed
Trung sisters (Hai Ba Trung), for instance, who went forth on battle
elephants leading an army against an infinitely superior Chinese force.
When defeated, they drowned themselves in a lake in Hanoi that even
today is venerated by a mystic cult. The tradition was that every Viet
namese was a soldier, and when the call came, he would drop his hoe
and march off to battle the Chinese.

The book Annam Chi Luoc records the fact that "all the people fought
the enemy" dxiring the Tran Dynasty. The historian Phan Huy Chu
wrote in his work, "Everyone was a soldier during the Tran Dynasty,"
which is why they were able to defeat the savage enemy. . . . This is the
general experience throughout our people's entire history.^

The Vietnamese see themselves in history as defensive while their
reputation among their neighbors is more martial, if not aggressive.

^Hoang Van Chi,From Colonialism to Communism: A Case Study ofNorth Vietnam (New York:
Praeger, 1964), p. 5.
^Nguyen Khac Vien, Vietnam 1978 (Hanoi: Foreign Languages Publishing House, 1978).
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Looking back on the history of their relations with the Chinese, the
Vietnamese see their martial spirit of the past as simply a manifestation
of exemplary behavior in responding to cruel aggression. It is the spirit
of chinh nghia, "just cause," connoting a highly moral act, rooted in
rationality; compassion, and responsibility. The heritage of these early
experiences became what might be called a spirit of virtuous militancy,
the Vietnamese regarding themselves as peaceful people, never
offensive-minded, seeking only to defend their legitimate interests, but
forever destined to deal with less honorable outsiders. Others may
regard their behavior as hypocritical moral postxiring, but not the Viet
namese.

Vietnam's thousand years as a Chinese province ended in the tenth
century, but somethingof an intimatemaster-pupil relationship lingered
on. As late as the 1880s, Vietnam was still according symbolic deference
to China—the Court of Annam in Hue occasionally sending a token
tribute to the Emperor of China: a single coin in a silk-lined lacquered
box.

Such cultural attitudes as these were regarded by true Marxists,
Chinese and Vietnamese alike, as mere "feudalist-bourgeois sentimen
tality." And for a time in the first half of the twentieth century, it did
seem that they had given way to a new spirit of red brotherhood, one
that linked Chinese and Vietnamese communists together in a common
destiny. Ho Chi Minh and other early Vietnamese communists, working
out of Canton in the 1920s, owed much to Mao Zedong, who supported
the Vietnamese revolutionary movement more energetically than did
Moscow. It was the Chinese who largely funded the Vietnamese in the
Viet Minh War. When the Vietnam War began, China again opened its
military warehouses to the Democratic Republic of Vietnam (DRV) and
sent railway transport units and antiaircraft battalions to serve in Viet
nam. There developed what was called at the time "a lip-and-teeth
relationship."

From what the Chinese said later^ we now know that relations
between the two were never as warm or as harmonious as believed at

the time, in the late 1950s. We also have learned that the breakup began
earlier. 5 The Vietnamese fix the turning point as the Chinese Cxiltural
Revolution, when China refused to address itself to the problem Viet
nam was encountering in getting military hardware from the USSR

^For a good detailed account of the slow deterioration of Sino-Vietnamese relations,
including details of their many wartimecontretemps, see Lawson, Sino-Vietnamese Conflict.
^Mao Zedongin a number of interviews with foreign journalists, including Edgar Snow,
indicated that serious trouble with the Vietnamese began as early as 1949.
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through China.6 The Chinese attitude began to change in the late 1960s,
initially because China was moving from regional to world power, a
shift that brought an attendant change in national interest. Later, in
putting the blame for the final 1978 breach of relations on Hanoi, the
Chinese said the decline began with the death of Ho Chi Minh (Sep
tember 3, 1969) when Vietnamese foreign policy began tilting toward
Moscow. As evidence, Beijing cited discrimination against ethnic Chi
nese members of the Vietnamese Communist Party—purging them,
refusing cadre promotions, and generally treating them like "bees up
one's sleeve." It interpreted Hanoi's quick unification of North and
South Vietnam in 1976 as a move to keep a Chinese presence out of
southern Vietnam. Other grievances of the mid-1970s included what the
Chinese considered excessive Vietnamese intrusiveness into the affairs

of Kampuchea, usually at China's expense; assertive claims to the off
shore Spratly and Paracel archipelagoes; blocking efforts by Cholon Chi
nese seeking, after the fall of Saigon, repatriation to China; other
actions the Chinese considered racist, such as confiscating and national
izing ethnic Chinese property in South Vietnam, weeding "pro-
Chinese" officials out of the Vietnamese government, and making
Cholon Chinese the scapegoat for Vietnamese economic ills; and finally,
provocative gestures involving flags and published maps (symbols so
important in Asia) along with constant belittling rhetoric toward China
in the Hanoi press.^

The Breach of Relations

The breakup of the previous close Sino-Vietnamese relationship
was engendered—some might say made inevitable—by several overlap
ping factors.

^Hanoi's retrospective view (in the 1980s) of the Vietnam War is that Chinese behavior
throughout the war amounted to collusion with the United States to defeat the Vietnam
ese communists. General Vo Nguyen Giap told a Cuban journalist:

"The Chinese govemment told the U.S. that if the latter did not threaten or touch China,
then China would do nothing to prevent the attacks [on Vietnam]. It was really like telling
the United States that it could bomb Vietnam at will, as long as there was no threat to the
Chinese border. ... We Vietnamese leaders felt that we had been stabbed in the back. . . .

When we recount all these events and link them to the war in the southwest (i.e., Kampu
chea), we can see the treachery of the Chinese leaders."

This was said to Miguel Rivero of the Verge Olivo (Havana) in an interview published
February 10, 1980. For what might be called an official account of Chinese perfidy, see the
Socialist Republic of Vietnam Foreign Ministry, WhitePaper (Hanoi), October 1979.
^For a detailed tracing of 1975-78 events leading up to the breach of Sino-Vietnamese
relations, see Duiker, China and Vietnam. See also the SRV Ministry of Foreign Affairs,
China's War: Escalation and Aggravation of Tension Along the Vietnam China Border (Hanoi,
1984).
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The first factor was the end of the Vietnam War. This was a develop
ment that was doubly difficult for Beijing to handle because it can^e
largely unanticipated. The Chinese assessment, it became clear later,
was that with the signing of the 1973 Paris Agreements, the war in
Vietnam would devolve into a more or less permanent standoff, one in
which neither the North nor the South Vietnamese woxild be able to

prevail in any decisive manner, an ending much like the Korean War
two decades earlier. Probably Beijing anticipated that gradually the Sai
gon government would move to the left, the Thieu government being
replaced by a series of governments and eventually by some sort of
neutralist/third-force nile, much like that in Cambodia under Sihanouk.
And they expected that both Cambodia and Laos would remain essen
tially independent from Hanoi. These calculations were based on the
assumption that the United States would stay the course in Vietnam,
and thus would perpetuate the stalemate. This is a hard thesis to docu
ment, that China in effect holds the United States to blame for the
outcome of the war. Mao Zedong observed to a West German ambassa
dor® that "the Americans were never serious about the Vietnam War,
otherwise they would never have left after only 50,000 casualties." From
Mao's view, and the Chinese sense of magnitude being what it is, this is
a plausible conclusion (although the ambassador thought Mao was
being sardonic). If "only" 50,000 casualties changed a U.S. policy, this
meant that Washington was not serious about the war in the first place.
Mao had depended on the United States to forestall a Hanoi-dominated
Federation of Indochina and the Unites States had disappointed him.

The expectation that the United States would persevere, or perhaps
it was only a hope in Beijing, proved faulty and left China in the imme
diate post-Vietnam War era in a distinctly untenable position with re
spect to Hanoi. More importantly the USSR, because of luck or great
er perspicacity, was left by the victory in a highly favorable position in
Hanoi.

The postwar Vietnamese leadership in general handled the Chinese
badly, taking a "high posture" (as the Japanese would express it) rather
than seeking to placate them, as Ho Chi Minh probably would have
been able to do had he been on hand. Probably the initial "lip-and-
teeth" relationship was doomed in any case. During the course of fif
teen years of the Vietnam War, China had moved from a regional to
world power and its foreign policy interests had changed accordingly.
Where once it had been in China's interest that the United States be

®This story was told to the authorby the ambassador, who prefers not to be quoted by
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expelled from the region, now it better served her interests if the United
States remained as a counterweight to the USSR.

The second factor was the new strategic order that emerged in
Southeast Asia as a result of the outcome of the war. Vietnam was a

major regional power; it had the third largest army in the world, was
strategically located, and was moving into close alliance with the USSR.
Inevitably this meant it (and its Cambodian and Laotian associates) was
pitted against the ASEAN states. Contributing greatly to the changed
balance of power was the rise of ASEAN as an institution, the steadily
improving economic conditions of the individual ASEAN states, and
the general individual and collective resilience they had begun to dem
onstrate. U.S. withdrawal from the region, even if only in a psychologi
cal sense, was such as to create a political vacuum that irresistibly drew
in the USSR. China became alarmed by the sudden quantum jump in
Hanoi's geopolitical strength and influence, doubly so when it began to
tat toward Moscow, and moved to create a "united front" in Asia to
help redress the strategic imbalance.

The third factor was the resurgence of indigenous nationalism in
Indochina. Vietnam with respect to China, and Cambodia with respect
to Vietnam, were strongly gripped by what might be termed the spirit of
neo-nationalism. This spirit sustains the Khmer against the Vietnamese,
and the Vietnamese against the Chinese, and while it may be rooted in
ancient ethnic antipathies and racial animosities, it is authentically
twentieth-century nationalism.

Finally contributing to the breakup of the alliance were various
finite issues: Hanoi's growing intimacy with the USSR; its intrusiveness
into Cambodia; the failure of China to recognize the need for a new
definition of Sino-Vietnamese relations; quarrels over borders and
islands; mistreatment of ethnic Chinese in Vietnam; Beijing's efforts to
tie strings to its economic aid programs in Vietnam; and what Hanoi
considered China's generally abusive behavior toward Vietnam.

Hanoi's China Policy

The Vietnamese leadership since 1975 has employed a series of poli
cies in dealing with the world, and China in particular, that has proved
to be generally unsuccessful, in part because the policies have been so
ineptly managed.^ The result is that Vietnam finds itself isolated in the
region, sxirrounded by hostility. In fact, it has only two truly reliable
allies worldwide, the USSR and Cuba, and only one nominally close

^See Duiker, Chinaand Vietnam.
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noncommunist associate in Asia, India. This is a condition neither acci
dental nor deliberate, but rather the product of contemporary events
coupled to Hanoi's singular mismanagement of external relations. It is a
bad situation that China has made worse.

What gave an enduring quality to the Sino-Vietnamese breach was
Hanoi's strongly held ideological position which might be described as
philosophic fundamentalism. Throughout the long Sino-Soviet dispute,
the Vietnamese consistently insisted that the world was divided into
two contradictory systems which were locked in a struggle from which
ultimately there can emerge only one winner. The capitalist world must
be ruined and this was possible only with a return by China and the
USSR to proletarian monolithism dedicated to world revolution. The
great sin of the Chinese (also, to a considerable extent, the Soviets) was
to abandon the earlier Marxist-Leninist "offensive strategy for revolu
tion" in favor of "negative strategy" (peaceful coexistence), "compro
mise strategy" (detente), or "passive strategy" (wave-of-the-future
notion that events can be left to take their course and eventually com
munism will triumph).^0 What was involved here was not simply a
metaphysical argument over time and change, but the very practical
issue of risk-taking in global geopolitical competition. From the earliest
days of the Sino-Soviet dispute. Ho Chi Minh led a campaign to get the
two disputants back on what he considered the right path, but in vain.
Now, with the rise of Nguyen Van Linh and the demise of the "ideo
logues" in Hanoi this attitude, which might be called Hanoi's ideologi
cal hostility for Beijing, is fading and all evidence suggests it will
continue to do so.^^

In conducting its foreign policy with China (and others), Hanoi's
diplomats treat the conduct of foreign relations in the manner of strate
gically oriented military campaigns. Tactics are chosen to manipulate
influential elements in the opposing camp, and to mobilize support for
the Hanoi position both within the ranks of the opposition and among
onlookers around the world. Hanoi leaders pursue their objectives with
respect to China as a militant campaign to be conducted over an
extended period of time—years, even decades. They bring von Clause-
witz full circle: diplomacy is warfare conducted by other means. The
diplomats sent to Beijing and elsewhere—this is the testimony of almost

^®This ideological dispute is traced in somedetail in Pike, ''Reader: Vietnam and China."
^^This is discussed in detail in Douglas Pike, Vietnam and the USSR: Anatomy ofanAlliance
(Boulder: Westview, 1987). For possible relevance, see the text of Mikhail Gorbachev's
speech in Vladivostok in Foreign Broadcast Information Service (FBIS), USSR DailyReport,
July 29, 1986.
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everyone who has dealt with them (including the Soviets)—are belliger
ent, militant, implacable, humorless. They use the protracted conflict
device to draw negotiations out in time. They assume successive policy
positions as if defending a barricade, seldom in the spirit of give-and-
take or horse-trading negotiations. They tend to regard opposition
offers of compromise not as gestures of conciliation but as proof that
their strategy of diplomacy is succeeding. Hanoi-style diplomacy thus is
strong because it is determined and has confidently fixed intentions. It
is weak because it is rigid and virtually unable to adjust to opportunity
or need.

The Chinese, perhaps understandably, return this treatment in
kind. Possibly a Sinologue would say many Vietnamese practices and
techniques were learned from the Chinese. In any event, relations
between the two tend to resemble an immovable object meeting an irre
sistible force.

The Sino-Soviet Factor

The central element—or the great contradiction, as they would say
in Hanoi—in Vietnamese-Chinese relations is the USSR and by associa
tion the Sino-Soviet dispute.

Earlier the Sino-Soviet dispute was seen by Hanoi as an ideological
and geopolitical competition. It took on new meaning after the end of
the Vietnam War, but continued to condition both Chinese and Soviet
behavior toward Vietnam. As far as Hanoi is concerned, the dispute has
lost all of its original meaning along with most of its utility for Vietnam.
When Hanoi leaders in 1978 chose to ally themselves with the USSR
they were forced to define the dispute anew, and now characterize it as
merely a manifestation of China's Asia-wide hegemonism.

Vietnam and the USSR do not—and cannot—share identical inter

ests with respect to China. Vietnam faces China with its own objective,
to fend off Chinese hegemonism, but ultimately to achieve a viable rela
tionship. The USSRmust protect the long porous border it shares with
China, must compete for influence and leadership within the commu
nist world, and must relate China to its complicated bilateral relation
ship with the United States. Vietnam must forestall military attack by
China, either through improving relations or by invoking Soviet protec
tion. It must improve relations with the ASEAN countries at the
expense of China, and must achieve a preeminent position within Indo
china in the face of Chinese opposition. Soviet-Vietnamese interests
may coincide but they can never be anything as simple as Moscow and
Hanoi joined against Beijing.

China seems to recognize this and in both word and deed distin
guishes between Vietnam and the USSR in policy expectations, as in
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Cambodia. While China may be hostUe to both, its hostility toward the
USSR has an unremitting quality; the hostility toward Vietnam is more
in the nature of feelings toward a misguided junior who has fallen into
bad company. The implication is that there is hope for Vietnam given a
new, more enlightened leadership.

Hanoi leaders are (or profess to be) in constant anxiety about the
possibility of a Sino-Soviet rapprochement. Continually, they demand
assurances that their interests will not be negotiated away and dutifully,
Soviet officials make them after every ministerial meeting with the Chi
nese. China lists Moscow's backing of Hanoi's policies in Cambodia as
one of the "three obstacles" to improved Sino-Soviet relations (the
other two are the Soviet occupation of Afghanistan and the large num
bers of Soviet troops along the China-Mongolia border). China gives
every indication of holding the line here, which means markedly
improved relations with the USSR are unlikely in the foreseeable future.

Hanoi's assumptions on the Sino-Soviet dispute today appear to be
that it will continue essentially on a straight-line course, neither seri
ously worsening nor vastly improving; that both China and the USSR
will continue to place their respective national interests over those of
Vietnam (meaning that in the long run Moscow is no more to be trusted
than Beijing); and that whatever form the Sino-Soviet relationship ulti
mately takes, it will remain the central fact of life for Vietnamese exter
nal relations.

If the dispute lessens in hostility, a new Sino-Vietnamese condition
could emerge, although it would remain in the context of a power strug
gle. An improved Sino-Soviet relationship might not diminish Mos
cow's interest in Vietnam but probably would alter Moscow's outlook.^

The "Multifaceted War"

For nearly a decade now there has been fought in the rugged moun
tainous border region separating Vietnam and China a most peculiar
semi-secret war. It is more than a series of border incidents, as it is
commonly described by the press abroad, for it has strategic intent,
continuity, and involves massive allocation of resources by both sides.

The Vietnamese call it a "multifaceted war of sabotage"—a term
that seems appropriate. They describe it as a steady campaign of mili-

^^For a full description of the Sino-Vietnamese "multifaceted warof sabotage," including
specific tactics and Hanoi publication citations, see Douglas Pike, "Vietnam's Relation
ship with China," in Robert A. Scalapino and Chen Qimao, eds., Pacific-Asian Issues:
American and Chinese Views, Research and Policy Studies no. 17 (Berkeley: Institute of East
Asian Studies, University of California, 1986).
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tary harassment by artillery fire, infantry patrol intrusions on land and
naval intrusions and naval mine planting at sea and in the riverways,
and (the "sabotage" aspect) clandestine activity employing for the most
part the ethnic minority highland people of the border region. Accord
ing to the Hanoi press, teams of Chinese agents systematically sabotage
agricultxiral production centers and port, transportation, and communi
cation facilities. Psychological warfare operations such as systematic
rumor-mongering are an integral part of the campaign, as is what the
Vietnamese call "economic warfare," for example, encouraging the Viet
namese villagers along the border to engage in smuggling, currency
speculation, and hoarding of goods in short supply.

For their part, the Vietnamese have responded by turning the dis
tricts along the China border into "iron fortresses" manned by well-
equipped and well-trained "paramilitary." In all, the Vietnamese have
in the region an estimated 600,000 troops assigned the mission of coun
tering these Chinese operations and standing ready for another Chinese
invasion.

This "multifaceted war of sabotage," it is clear, is more than a cold
war or war of nerves but less than a limited small-scale war. Exactly
what are its dimensions is difficult to determine, but its monetary cost
to Vietnam obviously is considerable as is indicated in this description.

The Chinese expansionists and hegemonists pursue a multifaceted war
of sabotage, which they hope to "win without fighting," that is
exhausting Vietnam's resources, crippling its economy, creating politi
cal chaos and internal disorder so, without firing a shot, we are forced
to become their vassals. ... In this multifaceted war of sabotage, the
enemy attacks us in many fields: economically, politically, ideologically,
and culturally. They do everything possible to undermine our national
defense system and our military potential. They use dangerous means
and malicious tricks to foment rebellion and a coup d'etat when the
time is ripe. Militarily they routinely send armed forces across our
northem border along with espionage agents, commandos, aircraft,
and so forth. They seek to exert pressure, harass, provoke and engage,
and thereby create a state of constant tension. They look for methods to
distort our military draft system. They cause a longing for peace and
encourage our troops to desert, and youth to evade the draft. . . . The
most deadly form of this multifaceted war of sabotage is economic. In
sabotaging us economically they use lackeys to sabotage machinery, set
warehouses afire, sabotage production discipline and the managerial
mechanism, so as to stagnate production. They encourage smuggling,
speculation and hoarding, and cause a gold "hemorrhage" to under
mine our monetary system. . . . China undermines our economic poli
cies, sows skepticism to cause our people to lose faith in the Party's
economic leadership. They distort our relationship with other coun-
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tries and our practice of international economic cooperation. China
frantically fixes embargoes, pressures private capitalist individuals and
companies not to sign contracts with us, or to cancel, postpone, or
reduce them. The Chinese sabotage our warehouses, seaports, indus
trial installations. They organize gangs of smugglers to bring in contra
band and take out gold and gems. They also introduce chemical
poisons, insects, and microorganisms to injure food production. . . .
They conduct intense psychological war to distort Party and State poli
cies. They secretly send reactionary and decadent cultural products
into our country to sow the seeds of a decadent lifestyle especially
among youth. They provoke dissatisfaction and political opposition.
They bribe or exert pressure on corrupt elements in the State apparatus
to get them to serve as their lackeys. All these schemes are designed to
erode the confidence of the people, confuse our friends, paralyze our
revolutionary will, undermine the solidarity of PAVN and the Party, the
special solidarity among Vietnam, Laos, and Kampuchea, and the soli
darity and cooperation between Vietnam and the USSR.^^

The meaning of this shadowy struggle along the long mountainous
border must be read in the broader strategic terms of the cold and some
times hot war that has been going on between China and Vietnam since
1979.Vietnam is now a strategic force—witha 2.9 million-man army and
an alliance with the USSR—that China must respect. Further, Vietnam
can now challenge China regionally, hence is more than simply a surro
gate of Moscow, a condition that quite probably will continue regardless
of any change of status in Sino-Soviet relations or other geopolitical
developments. At its roots, however, this "multifaceted war of sabo
tage" is not so much a war as an integral part of the ongoing process by
the two to delineate their new relationship.

Contentions and Issues

Examination of Hanoi's behavior in the region during the past dec
ade, both with respect to China and Southeast Asia, suggests it has four
major regional foreign policy objectives:

^^Drawn from Nhuan Vu, "Concerning Chinese Military Strategy" and Thien Nhan,
"Fighting the Enemy's War of Economic Sabotage," in Tap Chi CongSan, August 1982.For
additional discussion of the PiWN high command's view of Chinese purposes and inten
tions, see Major General Dang Kinh, "Building District Military Ibrtresses Along the
Northern Border"; Central Committee agit-prop expert Nam Huy's article, "Fighting the
War of Sabotage on the Ideological Front in the Northern Border Provinces," in "Tap Chi
Quan Dai Nhan Dan, January 1983; and an editorial in the same publication titled "Deter
mined to Win the War of Sabotage."
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1. To secure a cooperative, nonthreatening Indochina (i.e.,
Kampuchea and Laos), eventually perhaps achieving a feder
ated or confederated arrangement. This is Hanoi's overriding
concern because it is security-based.

2. To increase its political and diplomatic influence among
ASEAN countries. In part this would be for its own sake,
and in part to forestall any sort of common anti-Vietnam
front from being formed, as the Chinese urge. This could be
a regional, that is ASEAN—Indochina Federation, relation
ship.

3. To limit superpower activity in the region where possible,
particularly the U.S. but also China and (in a sense) the
USSR.

4. To nudge its Southeast Asian neighbors to the left, hopefully
to the point that ASEAN countries become a string of peo
ple's republics. Certainly for the time being this is more a
wish than an active Hanoi policy.

Some of these directly challenge Chinese national interests; none
can be said to be entirely compatible with them. Thus competition for
influence in Southeast Asia is the first of the contending issues between
Vietnam and China. To some extent the Hanoi-ASEAN relationship that
emerged after the end of the war was inadvertent. In 1975 Hanoi
seemed to have a strong sense of identification with the Third World,
including even the capitalist nations of Southeast Asia. It said at the
time that it wanted to maintain equidistance between the socialist and
nonsocialist world. It was forced off this policy by internal difficulties
that tilted it toward the USSR. Then it said it sought flexible external
relations in Southeast Asia. Confrontation with ASEAN over Cambodia
ruined this intention. Competition between Vietnam and China in the
region—with the exception of the Kampuchea issue—remains amor
phous and ill defined at the present.!^

The second specific issue is the future political configuration of
Indochina, centering on the notion of a Federation of Indochina that

^^Regional meanings ofVietnam-China relations are discussed bySarasin Viraphol in his
chapter, "The People's Republic ofChina and Southeast Asia: A Security Consideration
for the 1980s," in Robert A. Scalapino and Jusuf Wanandi, eds.. Economic, Political, and
Security Issues in the 1980s, Research and Papers Policy Studies no.7 (Berkeley: Institute of
East Asian Studies, University of California, 1982). See also Lucian Pye's "China and
Southeast Asia" in the same volume. Policyissues are explored in some detail in "China
and the Southeast" by John FranklinCopper (RhodesCollege) in Current History, Decem
ber 1984.
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would incorporate Vietnam, Laos, and Cambodia. China opposes such
a development while the Vietnamese consider it not only desirable, but
inevitable. China's feelings on the matter are obvious from its actions in
Cambodia, the fundamental meaning of which is to prevent federation
if it can.

Resistance in Cambodia represents the third contending issue. The
battle line there is now clearly drawn as a surrogate war, one that at this
writing neither side appears able to win. Possibly the future governing
structure of Cambodia can be separated as an issue from the issue of
federation of Indochina. China and Vietnam agree that the central issue
in Cambodia is the excessive influence the other is attempting to estab
lish in that country. Theoretically at least, this means a possible accept
able settlement would be one in which neither has such influence. A

new governing arrangement in which both Vietnamese and Chinese
influences were diminished, but in which each had a Khmer faction on
which it could base its future presence, could end the present suffering.

Laos is a fourth specific issue and essentially resembles Cambodia,
that is, excessive Vietnamese intrusiveness in China's view. Laos also
represents a potential security threat for Vietnam. The Chinese have
close ties with the ethnic minorities in the Laotian hills through their
cousins in China and could mount a troublesome anti-Vietnam resis
tance. Such a campaign would also, of necessity, alienate the Lao.
China apparently regards the Lao as unwilling collaborators with Viet
nam and considers that a hostile move would permanently throw Laos
into the Hanoi camp. Thus, to date, the Chinese have restrained them
selves in Laos, foregoing anti-Vietnamese opportunism.

The fifth specific issue—discussed above—is Vietnam's intimacy
with the USSR, which has resulted in an extensive Soviet naval pres
ence in Indochina and an association that is an alliance in all but name.
Here China faces a genuine problem in strategy: how to force distance
between the Vietnamese and the Soviets. Its basic approach is what
might be called the technique of protracted intimidation, that is, sus
tained pressure of various sorts on both Vietnam and the USSR-
military, diplomatic, psychological—in the expectation that eventually
the USSR wiU see it as in its interest to distance itself somewhat from
Vietnam and the Vietnamese will seek a modus vivendi.^^

Finally there is a clutch of lesser issues between Vietnam and
China. Mistreatment of ethnic Chinese in Vietnam has been particularly
embarrassing for China in terms of its image among overseas Chinese in

^^Soviet-Vietnamese relations are a subject of a full-length study inDouglas Pike, Vietmm
and the USSR: Anatomyofan Alliance (Boulder: Westview, 1987).
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Southeast Asia. Extraordinary intransigence has surfaced between the
two over the various small dots in the South China Sea that Chinese
sailors traditionally call the Isles of Dangerous Places. China considers
her claims to the Spratly and Paracel groups to be clear and just; the
Vietnamese act in a more opportunistic than righteous manner. The
matter is more than nominally important because the islands are
believed to be rich in oh.

Subliminal Level

The issues discussed above concern the Sino-Vietnamese relation
ship at the surface level. Beneath them lies a subliminal relationship
which perhaps is more important and of greater "reality" than any
specific issue.

Vietnam's enhanced status that resulted from victory in war con
vinced Hanoi leaders at the time they must alter their puph-se«sei rela
tionship with China, replacing this centuries-old pattern of deference by
puph to master with a new one, defined by equality. The Chinese view
was thatconditions hadnotchanged thatmuch, thattheoriginal associ
ation based on mutual obligation still obtained and that the overriding
principle that must prevail was harmony of relations.

While this may strike outsiders, especially those from the United
States or Europe, as an obscure exercise in Oriental metaphysics, the
fact is that it represents a reality that already has had grave meaning for
nuUions. Much of Vietnam's behavior in Cambodia is traceable to this
subliminal struggle with China. The Chinese "lesson" in the 1979bor
der warwas part of the redefinition effort. The Soviet presence in Viet
nam most certainly is a contribution, although probably an unwitting
one on Moscow's part. Hence, this is no metaphysical exercise, but a
psychological condition with profound meaning for the future.

Future Relations

The present poorstate ofrelations between Hanoi and Beijing came
about as much through error or blunder on the part of both parties as
for any other reason. That there would be postwar difficulties between
them, that there would be competition between them in Southeast

^^The subliminal level of Sino-Vietnamese relations was explored in some detail in
Douglas Pike, "Vietnamand Its Neighbors: InternalInfluences on External Relations," in
BCarl D. Jackson, Sukhumbhand Paribatra, and J. Soedjati Djiwandono, eds., ASEAN in
Regional and Global Context, Research Papers and Policy Studies no. 18 (Berkeley: Institute
of East Asian Studies, University of California, 1986).
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Asia, that there woiild be no ttiming back to the simpler "lip-arid-
teeth" years, seemed inevitable. But relations need not have deterio
rated as badly as they did. The Hanoi Politburo acted ineptly. It could
have handled China more skillfully. Had Ho Chi Minh been alive he
probably would have been able to avoid a breach. The Chinese were
clumsy in their efforts to force distance between Vietnam and the
USSR. A more carefully designed policy, one built around economic
aid, could have preserved some Chinese influence in Hanoi.

Studiesconducted by the author over a decadeand based on inter
views with Vietnamese on attitudes toward China (and the USSR)
strongly indicate that most Vietnamese—probably including future
policymakers—believe that in the long run the two must get along.
China is simply too vast, and too close, to allow Vietnam to treat it as a
permanent enemy. That isa fact of a thousand years standing. Aviable
Vietnam requires peace with China. Deep down every Vietnamese,
even the most rabid China-hater, accepts this final truth. However, this
does not and cannot mean "eating Chinese dung" as the Vietnamese
express it. Rather it requires theproper mix ofVietnamese assertiveness
and deference to China, difficult to achieve because of the premium
Asia places on face. Sooner or later a workable relationship will be
established. Arriving at that point is Hanoi's overriding foreign policy
problem.

The generational transfer of political power now under way in
Hanoi, marked by the advent of a new Party secretary, Nguyen Van
Linh, and a new Central Committee and a new National Assembly
(both with at least 50 percent first-time members) has altered the
substance/issues of the ever-present factionalism. It appears that Hanoi
doctrinal infighting in the future willbe restructured, the former "prag-
matists" becoming "reformers," the former "ideologues" becoming
"conservatives."Withrespect to relations with China, probably there is
a consensus between the two sides that an improved relationship with
China is both necessaryand desirable. If there is a quarrelhere it has to
do with the pace ofchange, not with the fact of it. Also however, proba
blythere is the assessment byboth thatVietnam is largely locked into a
cold war that China means to continue, and therefore realistically there
is little Vietnam can do to change Chinese policy. Thus the "renovation-
ist" or glasnost spirit in Hanoi will probably have less effect on policy
making with respect to China than on otherdecision making suchas on
the economy, relations with ASEAN, and relations with the United
States.

Future Vietnamese-Chinese relations will be subjected to the con
stant pull and haul that results from the obvious geographic fact that
Vietnam shares the same region with China while the USSR does not.
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Fromthis follows the equallyobviousgeopolitical fact that Vietnam can
notdeal withChina in the same manner and using thesame policies, as
can the USSR. Moscow may be able to afford a permanent cold war
with Beijing, but because of China's proximity and size, Hanoi cannot.
When improved relations are established by Vietnam and China, the
essential geopolitical condition ofSoutheast Asia will notbeappreciably
changed. There always will be a certain degree of struggle for power
among China, Vietnam, and the ASEAN countries. This will not be
necessarily destructive. Competitiveness, within bounds, is normal and
generally beneficial, since it tends to keep excesses in check. Much
worse would be Southeast Asia dominated by a single power.

In any event, it seems the density of the region is to be an arena for
two struggles for power—one from within and one from without.
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18. U.S.-USSR-PRC Relations

ROBERT A. SCALAPINO

Not since World War II have relations between major states exhib
ited the fluidity of today. This condition is testimony to a complex med
ley of economic, political, and strategic challenges facing each nation,
none susceptible to easy answers. Socialism, at least in its traditional
Leninist form, has faltered, and its troubles have spawned a wide range
of remedial measures, from the effort to make the system work better to
more fundamental alterations that place a greater premium upon incen
tives and the market. Traditional capitalism, meanwhile, disappeared
without fanfare some time ago and, in its place, the regulated
economy—in many forms—has come into being. Yet "guided capital
ism" faces its own problems. Westand on the threshold of a new phase
of the industrial revolution—more global, more swift, more intensive in
its implications than any economic transformation mankind has wit
nessed. Already, the international financial marketplace defies the regu
lation of any nation, and vast economic transformations are taking place
outside any plan or program. Where is there not nervousness about the
economic future?

Politics generally takes second place to economics at present, and is
guided by it. It was not always so, especially in Asia. First-generation
revolutionaries like Nehru, Sukarno, and Mao reveled in politics and
made their mark as mobilizers and nation-buUders. They paid lip ser
vice to economic development, but their hearts—and minds—were else
where. With few exceptions, however (Burmese leaders remain mired in
the past despite the revolutionary labels they appropriate), current lead
ers are placing the highest premium upon economic growth—rapid,
sustained, and encompassing both the agrarian and industrial sectors.

Recent decades have amply demonstrated that both failures and
successes in economic development can be productive of political prob
lems. Crises, especially a downward cycle after a period of growth, can
quickly generate political instability. It must be admitted that stagnation
combined with coercion is one strategy for stability that a few elites have
adopted with temporary success. Yet as the Philippines graphically
IQustrated recently, sustained mismanagement of the economy, espe
cially when accompanied by other ills, is sooner or later translated into
unrest not merely at the mass level but, more important politically,
within the all-important middle and upper classes. Indeed, a number of
Asian developing societies were recently in an economic trough, strain-
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ing the stUl fragile political institutions under which these societies
operate.^

Economic success, however, can have at least equally volatile politi
cal repercussions. Witness current trends in Japan and the Newly
Industrializing Countries (NICs). Japanese politics is undergoing a
gradual but significant shift from being a polity in which the bureau
cracy reigned supreme within a parliamentary framework to a polity in
which the private sector, represented by interest groups and profes
sional politicians, is moving to playa more prominent role in the politi
cal process. Thus, policy debates are being advanced into the public
arena more forcefully, with the potential for less stability in the years
ahead.

The political trends within the NICs—and especially in South Korea
and Taiwan—are more dramatic. Sustained economic development pro
duced a widening gap between a political system heavily traditional and
a revolutionary socioeconomic environment. Newly literate, relatively
affluent elements within the society, influenced by international ciU:-
rents, demand greater representation in the politick system. Thus, we
are currently witnessing major efforts to alter the political system in the
direction of democratization, efforts supported or at least tolerated by
the government in power. But this development must surmount not
only the opposition or ambivalence of some portions of the elite but
more importantly, the continuing cultural impediments to the demo
cratic system that lie imbedded in the society, including those within
the very forces demanding change. Adaptation, not mechanistic bor
rowing, is required.2

current discussion of the issues and problems of political institutionalization in Asia is
to be found in Robert A. Scalapino, Seizaburo Sato, and Jusuf Wanandi, eds., Asmn
Political Institutionalization, Research Papers and Policy Studies no. 15 (Berkeley: Institute
of East Asian Studies, University of California, 1986).
^The literature on Asian economic systems and developmental issues is voluminous. For
recent works, see James Abegglen, The Strategy ofJapanese Business (Cambridge, Mass.:
Ballinger, 1984); Roger Benjamin and Robert T. Kudrie, The Industrial Future ofthePacific
Basin (Boulder: WestviewPress, 1984); James W. Morley, ed.. The Pacific Basin: New Chal
lenges to theUnited States (New York: Academy of Political Science, 1986); Robert A. Scala
pino, Seizaburo Sato, and JusufWanandi, eds., Asian Economic Development—Present and
Future, Research Papersand Policy Studies no. 14 (Berkeley: Institute of East AsianStud
ies, University of California, 1985); China: Long-Term Development Issues andOptions, World
BankCountry Economic Report (Baltimore: Johns Hopkins University Press, 1985); JohnJ.
Stephan and V. P. Chichkanov, Soviet-American Horizons on thePacific (Honolulu: Univer
sity of Hawaii Press, 1986); Chalmers A. Johnson, MITI and theJapanese Miracle (Stanford:
Stanford University Press, 1982).
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Basic systemic changes in Asian governance are likely to be rare in
the years immediately ahead. The democratic, Leninist, and
authoritarian-pluralist systems now existing will be modified but rarely
toppled. The age of political revolution is largely over for Asia, but that
of accelerating political evolution is at hand. That evolution does not
exclude the existing democracies. They must wrestle with problems of
stability, coherence, and legitimacy at a time when extra-state forces
such as the media, private interest groups, ethnic-religious divisions,
and international events make governance ever more difficult.^

On the surface, Leninist systems seem most capable of preserving
order even under conditions of strain because of the organizational and
coercive mechanisms available to them as well as the much greater con
trol exercised over the information and mobility available to their citi
zens. Yet the classic defenses of the Leninist state are weakening under
the impact of the global scientific-technological revolution now unfold
ing. Ideologyhas been reduced to dogma, with self-interest—individual
and nation^—rising to the fore. Knowledge is leaping across state
boundaries, producing cleavages particularly within the elites. China
currently leads the way in experimenting with changes which if sus
tained may lead to an authoritarian-pluralist system. Other Leninist
states including the USSR are likely to be influenced if the Chinese
reforms—and those in East Europe—are on balance successful. In sum,
for Leninism, the past is no gauge of the future.

It is the authoritarian-pluralist states of Asia, however, that are cur
rently undergoing the greatest political trauma. Increased political
openness—greater freedom and enhanced political competition—seem
en route, although flat predictions or sweeping generalizations are haz
ardous. Linear progressiontoward an open society cannot be expected.
Retreats as well as advances are very likely. Moreover, as has been sug
gested, homage to the unique political inheritance of each society will
be necessary. Many if not all of these states will adopt some type of
dominant party system, at least initially, rather than acceptthe risks of a
frequent transference of power through elections. Yet if there is any
general politicaltrend in Asia today, it is toward broadened participation
and greater civil liberties for the citizen.

This is the context in which relations between and among the major
Pacific-Asian states are unfolding. And those states no less than the
smaller nations are being affected by the trends outlined above. The
major, rapid changes in the global economy taking place raise one pro-

^For a discussion of this and related issues, see Robert A. Scalapino, 'Asia's Future,"
Foreign Affairs 66(1) (Fall 1987):77-108.
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found issue for the advanced industrial societies: can economic institu

tions and policies—national, regional, and international—be created and
amplified to keep pace with the revolution now under way? Given the
surge of interdependence, the answer to this question is of universal
significance. That answer is also very unclear, and the uncertainties siu-
rounding economic issues at home and abroad contribute mightily to
the fluidity in major state relations.

Politics makes its own contribution to the complexities of currerit
international relations. Whereas ideology—or, put more broadly, com
mon political values—provided the central bonds cementing alliances in
the immediate post-1945 era, current alignments are based on a prag
matic assessment of national interests with the paramount issues being
security and economic growth. Hence, on the one hand, ties are fash
ioned across ideological-political lines and, on the other hand, relations
between states politically similar are rendered fragile or hostile because
of differences over vital security or economic interests.

Meanwhile, security issues have recently been subject to awesome
changes no less than have economic issues. As our globe contracts and
our universe expands, it is more and more difficult to separate national
or regional security concerns from those that are global in nature. Sci
ence and politics combine to march forward with respect to the art of
war as well as on other fronts, leaving the adequacy or soundness of
past policies in ever greater doubt. Moreover, the central security issue
that is global in character—U.S.-USSR policies—has been intensely
politicized, being played out on a global stage before a world audience.
At the other end of the continuum, security for the individual citizen
begins at home. If one's immediate neighborhood is not safe, that con
cern takes precedence over all else. At another level, however, if one's
society is in general disarray, that represents a potential threat going
beyond national boundaries. Thus, societies in turmoil constitute con
venient targets for external intervention. The most common type of war
in our times is the combined civil-international conflict, and many such
conflicts involve the major states directly or indirectly. As a conse
quence, security issues for the latter have become vastly more complex,
especially since the mix of factors going into civil-international conflicts
can rarely be met with massive military power alone. Yet military inter
ventions continue, adding further complications to major state rela
tions.^

^Recent discussions of Asian security issues include Claude A. Buss, National Security
Interests in the Pacific Basin (Stanford: Hoover Institution, 1985); Richard H. Solomon and
Masataka Kosaka, eds.. The Soviet FarBeast Military Buildup (Dover,Mass.: Auburn House
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The Sino-Soviet Relation

Against this background, let me first examine developments in the
Sino-Soviet relationship, with special reference to its implications for
Southeast Asia. The background of these relations has been so exten
sively treated as to require only the briefest mention.® Various factors
combined to bring China and Russia together shortly after the end of
World War 11. With the advent of the Chinese Communists to power,
ideological union and a common set of political institutions underwrote
the new alliance. The Chinese Communist elite thought of themselves
as goodMarxist-Leninists, withan obligation to the international social
ist movement. To leam from the Soviet Union was morally as well as
politically correct. Even in this period of maximum idealism, however,
nationalist undercurrents formed a powerful part of the attitudes and
policies of those who founded the People's Republic of China. The one
cause that could bring internationalist and nationalist sentiments
together was the sense of a common enemy in the United States, and
this above all bound Moscow and Beijing to each other in the early
1950s.

The imprint of Soviet institutions, economic and political, upon the
New China was deeply set during these years, and remains to the
present in manyrespects. Theinitial Sino-Soviet cleavage, however, was
due in part to growing doubts on the part of certain Chinese leaders,
including Mao, that the Soviet economic model was fully serviceable for
China with its massive, depressed agrarian population that threatened
to overrun the vuban centers. China could not afford to ignore or exploit
the peasant in the same manneras the Soviets, nor wasit in the charac
ter of the Chinese peasant-military leadersto do so, although in search
ing for some solution compatible with socialist tenets, they were to
make massive mistakes. While the divergence in economic program
undertaken by 1957 irritatedKhrushchev, however, the more fundamen
tal reasons for the split lay in nationalist rivalries and rapidlyexpanding
differences relating to perceptions of secTxrity needs. Highly nationalis
tic Chinese resented Sovietoverlordship. The personal idiosyncracies of

Publishing Co., 1986); Robert A. Scalapino, Seizaburo Sato, and Jusuf Wanandi, eds..
Internal and External Security Issues in Asia, Research Papers and Policy Studies no. 16
(Berkeley: Institute of East Asian Studies, University of California, 1986); and Young W.
Kihl and Lawrence Grinter, eds., Asian-Pacific Security—Emerging Challenges and Responses
(Boulder: Lynne Rienner, 1986).
^See the works of A. Doak Barnett, Harold Hinton, William Griffith, and Donald S.
Zagoria along with the Russian works of Borisov, Kapitsa, and Sladkovsky, and the volu
minous Chinese materials, most of which are official documents or collectively written.



350 U.S.-USSR-PRC RELATIONS

Khrashchev and Mao contributed to the tension. But the most basic

issue was impersonal: at this point in time, the USSR and the PRC
conceived of their security interests in different terms. The Soviets
wanted to pursue detente with the United States and "united front"
policies with developing nations like India so as to concentrate upon
domestic problems. It was a policy virtually identical to that which
China was to adopt in the post-Mao era, but the China of earlier times
wanted an ally prepared to take risks in assisting China to complete its
nation-building process and to confront "the imperialist world." When
in these terms, the USSR proved to be an unreliable ally in Chinese
eyes, the raison d'etre for the alliance ceased.

Nations, like people, behave irrationally on occasion. The historic
xenophobia implanted within Chinese culture combined with the para
noia of an aged, frustrated but unchallengeable leader to bring about
the inanities of the Cultural Revolution. The willingness to treat both
superpowers as enemies and to proclaim identity with the so-called
Third World (while in fact alienating many nations, particularly Asian
states) could not serve Chinese interests. Even if it had been more
rationally cultivated, the Third World could not guarantee China's secu
rity or advance its economic growth. The shock of a threatened conflict
with the USSR brought Chinese leaders including Mao to this realiza
tion. The turn outward got under way, with overtures to the United
States—a logical tactic since the U.S. was a central key to the interna
tionalization of Chinese foreign policy at the end of the 1960s.

Pragmatism ruled as both parties compromised with their political
principles and set the Taiwan issue aside to undertake a process leading
to diplomatic normalization. Indeed, at the close of the 1970s, Deng
Xiaoping and others were calling for a global entente against Soviet
hegemonism in which the United States and China were to play promi
nent roles. Chinese leaders were genuinely worried about what they
perceived to be American weakness in the aftermath of Vietnam, and
the steady rise of Soviet military power, especially in Asia.

Chinese calls for a united front against the USSR were short-lived,
as is well known. By the early 1980s, Chinese foreign policy was under
going an important shift, with the new theme being nonalignment.
Once again, Beijing's leaders proclaimed identification with the Third
World and publicly rebuked both superpowers for various transgres
sions. But the policies of the 1980s were by no means identical to those
of the 1960s. China now consciously pursues a low-risk, low-cost for
eign policy so as to concentrate upon its modernization objectives.
Thus, a sustained effort has been under way to reduce tension with the
USSR. The ideological quarrel has been set aside. The Soviet Union has
been proclaimed a socialist state, and care is taken in strictly limiting
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criticism of Soviet domestic policies. Economic and cultural relations are
advancing; a dialogue at ever higher levels has been undertaken. While
Chinese leaders insist that normalization cannot take place until the
three obstacles are satisfactorily resolved, if one considers normalization
a process, it is under way.

In this process, the Soviet leaders beginning with Leonid Brezhnev
have played their role. The Soviet Union has long been torn between its
West-oriented policies epitomized by Andrei Gromyko and its deep
concerns about a massive, hostile China stretched some 4,800 kilome
ters along its vulnerable central Asian-Siberian frontier. The renewed
hostility between the USSR and the United States, combined with the
fear of a strategic tie between the U.S. and the PRC, increased Soviet
desires to reach an accommodation with China and provided the basis
for the Gorbachev initiatives set forth in his Vladivostok speech of July
28, 1986. That speech, reflectiveof the increased influence of a younger,
able generation of Soviet specialists on Asia, broke new ground.^

In addition to the time-honored and almost universally rejected call
for an Asian collective security initiative (this time dressed in Helsinki
clothing, with Hiroshima advanced as a possible site in a ploy that was
too crude to be effective), Gorbachev indicated for the first time publicly
that the USSR was prepared to address some of China's specific griev
ances, advancing certain proposals relating to border and economic
issues.

The Chinese have responded cautiously, and in subsequent high-
level discussions, progress on strategic matters appears to be slight thus
far. Deng has clearly indicated that the one concession that matters most
to the Chinese is that Moscow put pressure on Hanoi to end its occupa
tion of Cambodia. Nevertheless, additional economic agreements have
been signed and cultural relations are gradually being extended. Soviet
motion pictures, literature, and ballet are being reintroduced into the
PRC. China, moreover, is reestablishing party-to-party relations with
such Soviet allies as East Germany.^

^For studiesof Soviet Asian policies, see Gerald Segal, ed.. The Sennet Union inEast Asia—
Predicaments of Power (Boulder: Westview Press, 1983); Herbert R. Ellison, ed.. The Sino-
Soviet Conflict: A Global Perspective (Seattle: University of Washington Press, 1982); and
Donald S. Zagoria, ed., Soviet Policy in EastAsia (NewHaven: Yale UniversityPress, 1982).
See also Allen S. Whiting, Siberian Development and EastAsia—Threat or Promise? (Stanford:
Stanford UniversityPress, 1981). Forrecent articleson the same subject, see the essays by
Paul Dibb, Harry Gelman, and Robert Scalapino in Adelphi Papers 217, pt. 2 (London:
Institute of International and Strategic Studies, Spring 1987).
''a recent authoritative exposition of China'scurrent foreign policy is by Xue Mouhong,
"A New Situation in China's Foreign Relations," Chinese People's Institute of Foreign Affairs
Journal (Beijing), no. 2, (June 1986):26-37.



352 U.S.-USSR-PRC RELATIONS

In conversations with Americans, however, PRC spokesmen insist
that the Soviet Union continues to constitute the principal threat, and
that there has been no significant Soviet movement on the critical
issues. On all fronts, moreover, PRC "nonalignment" is tilted, and the
tilt is perceptibly toward Japan and the West, notably the United States,
as will be underlined later. The immediate issues from a Chinese per
spective are Vietnam and Afghanistan in the security realm, and practi
cal barriers to greatly expanded Sino-Soviet trade. The broader issues
are the Soviet strategic encirclement of China and the limited capacity of
the USSR to assist China in its quest for rapid modernization.

From a Soviet perspective, are current developments and future
prospects vis-a-vis China hopeful? In private discourse with Americans,
Soviet specialists express satisfaction with the general course of devel
opments, noting that the trend is from hostility toward normalcy,
despite the limited strategic concessions thus far advanced by Moscow.
It is acknowledged that there wiQ be no return to the days of alliance,
but the Russians believe that they have friends in China, some of whom
occupy or are moving into positions of prominence, individuals who
will work for a steady improvement in relations. They assert that Gorba
chev's overtures at Vladivostok represent the beginning of a progress
that will be serious and sustained. On the strategic front, it is argued,
the Soviet Union represents no threat to China, and in strategic arms
limitations agreements, Asia as well as Europe will be included. Sino-
Soviet economic interaction, including the training of personnel, it is
asserted, can be less disruptive of the socialist system than assistance
from the West, and it is assumed that China will remain socialist,
thereby providing an ideological-systemic linkage with the USSR.®

One is thus confronted at present with an interesting juxtaposition
of Soviet and Chinese views of the future, private and public. Knowl
edgeable Soviets profess optimism privately, caution publicly, whereas
their Chinese counterparts arepessimistic privately, "hopeful" publicly.
Naturally, one must assume that private comments are often packaged
for American consumption by both parties. Apart from this, however, it
is essential to understand the basic objectives of the two parties, both
the goals that are congruent and those that are divergent.

The USSR and the PRC each has a vital interest in a reduction of
tension enabling the redirection of key resources to pressing domestic

^Soviet views onChina can befound inFar Eastern Affairs, a journal of the Institute ofthe
Far East, USSR Academy of Sciences. See, e.g., M. Ukraintsev, "The Soviet Union's
Growing Cooperation with Asian Socialist Nationsand Kampuchea," FarEastern Affairs,
no. 1 (1986):51-63.
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concerns. Further, such a reduction would provide greater flexibility in
dealing with others, and notably with the United States. However much
Moscow and Beijing may insist that there is no China or Russia card, to
have a credible option in any negotiatory situation is of great advantage.
The Soviet Union clearly wants to inhibit any U.S.-PRC alignment,
especially one involving security. Its concern about a "Northeast Asian
NATO" has repeatedly been made manifest, and if to the perceived
threat of an American-Japanese-South Korean entente were added
China—either directly or indirectly—a truly formidable constellation of
forces would be arrayed against the Soviet Union in the East. In China,
latent fear of ultimate American-Soviet rapprochement exists, a vision of
the type of detente that paves the way for a global condominium with
ensuing restraints upon the PRC. Beyond this, China naturally sees
political advantages in the flexibility that enables it to criticize both
superpowers and side rhetorically with the Third World at a time when
it can provide little concrete assistance to other developing nations. And
such a stance is in line with Chinese nationalism which today stands
virtually alone as the ideological force shaping attitudes as well as poli
cies.

It would probably be unwise to predict a certain course for Sino-
Soviet relations over the coming years. The variables are numerous and
complex. Internal developments in both countries constitute one key to
the future. The course of events at regional and global levels is equally
important. There are, however, certain constants that make possible the
construction of a table of probability. First, let us outline several possible
scenarios. The first we may label that of maximum accommodation.
Briefly sketched, such a scenario envisages first the minimization of
security issues between the two parties through the achievement of
politick solutions regarding the two current hot wars, Cambodia and
Afghanistan, satisfactory to China. Such solutions would require a
realignment of Vietnam from a position of challenge to perceived Chi
nese interests to some degree of accommodation with those interests,
and the reduction of Soviet pressure upon Pakistan in conjunction with
the withdrawal of Soviet forces from Afghanistan and a Kabul govern
ment that had at least a semblance of independence. These develop
ments would be accompanied by a drawdown of Soviet and Chinese
border forces, and the elimination or substantial reduction of Soviet
strategic weapons in Asia as a part of a global strategic arms limitation
agreement.

Maximum accommodation would also require or be greatly facili
tated by a similarity of economic strategies. A promising development
would be the type of Soviet economic reforms that would be compatible
with those of China, also enabling the Soviet Union to interact more
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extensively with the emerging Pacific economic community. This would
not only require policies aimed at turning outward, but ones enhancing
the role of the market, albeit, without departing from an essentially
state-controlled/guided economy. Under such developments, Sino-
Soviet compatibilities with respect to trade and technology transfer
would be enhanced.

Finally, under this scenario, further impetus for close relations
might come from one or more of the following factors: a crisis with the
United States over Taiwan, deteriorating U.S.-PRC economic relations or
some combination of concerns that increased the desirability or need of
Soviet support; the complete elimination of ideological issues between
Beijing and Moscow, and the reestablishment of party-to-party rela
tions; the rise to power in the PRC of leaders personally favorable to
closer Sino-Soviet relations.

A second scenario might be labeled "normalcy without warmth."
This scenario could be considered a continuation of current trends.

Under it, economic and cultural relations would continue to evolve,
without reaching either in volume or intensity those with Japan and the
West. Compromises would ultimately be reached with respect to the
three obstacles but neither side—and particularly China—would lose its
apprehensions of the other in matters relating to security. Soviet mili
tary encirclement of China would continue, and from a Soviet perspec
tive, the image of China as an emerging twenty-first-century power
would serve to sustain concerns. Indeed, these concerns would grow
rather than diminish as China's modernization program in all of its
aspects uniolded. Nonetheless, it would remain in the interests of both
parties to keep tensions as low as possible, and work out specific prob
lems without expecting a resolution of the basic issues. Above all,
heightened nationalism in both societies, with a sizable quotient of
racial prejudice, would serve to make each party wary of the other,
causing adjustments to be tactical rather than strategic.

A third general scenario is that of minimal accommodation. Such a
scenario envisages a resurgence of hostility short of conflict, and would
be based primarily upon heightened tensions over security issues: a
sustained or even strengthened Soviet military presence around China's
borders together with a network of alliances that prevented the PRC
from obtaining an adequate buffer state system. Thus, to the close
Soviet ties with Mongolia, Vietnam, and Afghanistan would be added a
heightened competition over North Korea. Border incidents, or a
broader array of problems with one or more of the states beholden to
the USSR, would translate into intractable problems with Moscow itself.
Economic and cultural relations would be affected, with recent gains
cancelled or held at minimal levels. Ideological issues would again pro-
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ject themselves into the scene, with mutual criticisms voiced in rising
crescendo, and renewed competition for legitimacy in the "socialist
world" and among developing nations.

The present array of factors bearing upon these alternate scenarios
favors "normalcy without warmth," accompanied by a continued tilt
toward Japan and the West, albeit, with occasional oscillations. It would
be unwise, however, to dismiss the other possibilities out of hand. One
can only assert with considerable confidence that alliance or war are
exceedingly unlikely.

How would the most probable scenario affect Southeast Asia in the
period immediately ahead? On the positive side, it should make the
USSR more anxious to see a political solution achieved in Indochina,
one basically acceptable to both China and the ASEAN community, and
indeed, there is modest evidence that Moscow's current orientation is in
that direction—with what degree of success, only time will tell. It is not
without reason that Hanoi—and New Delhi—evidence quiet concern
about the steadfastness with which Moscow will support their respec
tive causes against Beijing.

In addition, limited detente should sustain the interest of both
major communist states in continued improvement of relations with the
noncommunist states of the region, and correspondingly, limit their
willingness to abet communist guerrilla movements. Each would wish
to augment its economic and political position in the region.

There is ample evidence to indicate that such goals are being
actively pursued. Soviet officials have toured Southeast Asia expressing
the desire to increase economic intercourse with the ASEAN commu

nity, and also offering such cultural opportunities as invitations to stu
dents for schooling in the Soviet Union. Invitations have also been
extended to ASEAN leaders to visit the USSR and have talks with Gor

bachev and other Soviet officials. The Thais have accepted these offers.
Soviet efforts appear concentrated upon governments, not upon oppo
sition elements. Despite stories of assistance to the New People's Army
in the Philippines—reports vigorously denied by Moscow—there is no
evidence that either the Soviet government or the Communist Party of
the Soviet Union is making any substantial effort to reestablish the type
of close "fraternal ties" involving aid with the communist movements
of the region. Such ties, it will be recalled, had been badly frayed by the
Sino-Soviet split, with most of the East Asian communist parties and
guerrilla movements affiliating with the Chinese. Soviet influence and
support was largely confined to certain urban labor and intellectual cir
cles, such as the Philippines (as well as Australia and New Zealand).

Soviet overtures up to date have produced very modest results.
Future gains almost certainly hinge upon the fate of Soviet domestic
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reforms, political as well as economic. However, Moscow in the Gorba^
chev era can be expected to continue a two-pronged approach to South
east Asia. On the one hand, it will seek to safeguard its alliance with
Vietnam while at the same time offering private counsel to Hanoi with
respect both to Vietnam's domestic economic policies and regional rela
tions including the Cambodian issue. On the other hand, it will seek to
move from a very minimal relationship with the noncommunist soci
eties of the area to relations having economic and cultural components
of at least moderate significance.

Meanwhile, in recent years, China has also placed great emphasis
upon improving its relations with the nations comprising ASEAN, as is
well known. In repeated trips to the region, Chinese leaders have
pledged that their goal is expanded economic and cultural relations
with the ASEAN societies based upon the five principles of peaceful
coexistence. Even toward the two ASEAN states having no diplomatic
relations with the PRC (Indonesia and Singapore), China has been
exceedingly generous in political terms, ignoring anticommunist or anti-
PRC manifestations and pursuing economic-cultural relations. Active
assistance to the communist movements of the region has ended, with
Chinese leaders insisting that the only ties between the CCP and the
regional Communist parties are "moral" ones. Toward Vietnam, on the
other hand, Beijing remains adamantly hostile, insisting that no negoti
ations can take place until the Vietnamese withdraw from Cambodia.

Understandably, virtually all of the Southeast Asian states harbor
some doubts or misgivings regarding both the Soviet Union and China,
current friendly overtures from these two nations notwithstanding. The
USSR gives no indication of withdrawing from its newly achieved bases
in Vietnam. On the contrary, it is expanding its strategic presence in the
region. Thus, in conjunction with Vietnam, it is perceived to be a poten
tial threat by some Thai and other ASEAN leaders. Beyond this, the
Russians remain very foreign culturally as well as distant geographically
to the people of Southeast Asia. While this can be an asset in terms of
the limited concern evoked by their appearance, it also inhibits close
ties. China, on the other hand, is seen by many Southeast Asians not as
another Third World country, but as a nearby major power long desir
ous of exercising a sphere of influence over the region, possibly with the
support of a portion of the overseas Chinese.

Maximum Sino-Soviet accommodation, even assuming that it
would fall well short of alliance, has obvious negative potentials for
Southeast Asia, including Vietnam. It would provide the principals
with a greatly increased flexibilityto deal with all of the smaller states in
accordance with their perceived national interests. This would be partic-
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ularly true of China, given its near presence. One result would be a
heightened dependency within Southeast Asia upon the United
States—and the constant apprehension over the uncertainties of Ameri
can policy. The strains upon ASEAN would be severe since each state
within the association would be confronted with separate tactical as well
as strategic decisions in its relations with the PRC and the USSR,
depending upon the timing and precise nature of the issues presented
and the pressures mounted. Vietnam and its current satellites, Laos and
Cambodia, would have to adjust to China.

Yet minimal accommodation would also pose substantial problems.
A sizable degree of hostility between the USSR and the PRC would put
greater pressure upon smaller states in the region—and especially states
strategically important to one or both of the contestants—to align them
selves more firmly. The maintenance of large Russian and Chinese
defense forces, moreover, would not only inhibit progress toward global
arms limitation, but would result in the type of regional tension likely to
force other nations to step up military expenditures with resulting pres
sures upon their domestic economies. In sum, it seems clear that nor
malcy without warmth between the Soviet Union and China is the
preferable scenario for Southeast Asia as well as the most likely one.

Sino-American Relations

Turning to future U.S.-PRC relations, one can also discern three
possible scenarios. The most likely is what I earlier termed "tilted non-
alignment," namely, a continuation of the relationship that has been
under way since the early 1980s. China would use the appropriate rhet
oric: opposition to "superpower hegemonism," adherence to the five
principles of peaceful coexistence, support for and identification with
the Third World, and a call for the complete elimination of nuclear
weapons. It would play strongly upon nationalist themes, and continue
to denounce both the United States and the USSR for specific acts that
it considered transgressions (not in China's national interests). Yet
whether the measure be economic, cultural, or strategic, China's tilt
would be decidedly toward the United States. The effort to interest for
eign investors in key priorities such as energy, transport, and telecom
munications along with high-technology industries, would be directed
at Americans along with Japanese and West Europeans. A stream of
Chinese—at increasingly more specialized, advanced stages of
training—would make their way to the United States (at present, 20,000
versus approximately 200 in the Soviet Union). And the low-level strate
gic relationship that has now gotten under way would be maintained.
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with a steady PRCeffort to upgrade the weaponry and military technol
ogy obtained from the United States.^

There are two elemental reasons why this is the most probable sce
nario of the future: neither country poses a threat to the other; and
China's current economic course dictates an ever closer interaction with
the advanced industrial nations and, complementary to this, growing
participation in the Pacific-Asian economic order. At the same time,
China will want to preserve the symbolism of independence and non-
alignment both for political and strategic reasons. China has a very lim
ited capacity to project either economic or military power; hence, it
must find a policy that maximizes its political strength without overex-
tending its financial or strategic resources. Yet that policy must also
serve its security and economic interests. Tilted nonalignment is appro
priate to the times.

Under certain conditions, however, one can envisage a different sce
nario. What would produce a tilt toward the Soviet Union? One possi
bility would be a crisis over Taiwan that pitted the PRC against the
United States. It is this risk that Beijing constantly holds up before
Washington. A declaration of independence or large-scale violence on
Taiwan might force the PRC to act, it is asserted, suddenly precipitating
a crisis in PRC-U.S. relations that no one would want. (It is rarely men
tioned that Beijing's use of force would also cost it heavily with virtually
all other Pacific-Asian nations, including Japan and the ASEAN states.)
Another and possibly more likely source of trouble lies in the economic
realm. Shoxild the United States adopt strongly protectionist policies or
tighten up the sales of high-technology products for security reasons,
the repercussions upon PRC-U.S. relations could be decidedly unpleas
ant. If Soviet economic reforms, meanwhile, were in concert with those
of China, economic relations might expand on a scale not presently
envisaged. Even under these conditions, Beijing would almost certainly
retain its strong economic ties with Japan, augmented by those with
West Europe.

Finally, a third possibility is a closer alignment with the PRC of the
type envisaged by Deng Xiaoping and some elements of the Carter
administration at the time of the exchange of diplomatic recognition in
1979. Such a development would occur as the counterpart to an intensi
fication of tension between the PRC and the USSR as set forth in our

earlier scenario of minimal accommodation. While stopping short of a

^For one perspective on Soviet and Chinese strategic views, see Banning N. Garrett and
Bonnie S. Glaser, Warand Peace: The Views from Moscow and Beijing (Berkeley: Institute of
International Studies, University of California, 1984).
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full-fledged mutual security agreement in all probability, it would be
manifested in heightened U.S. arms supplies to China, economic assis
tance, and mutual consultation on a wide range of matters including
defense strategies. For China, it would represent a higher-cost, higher-
risk foreign policy, hence, likely to be accepted only through perceived
necessity.

Once again, how would each of these alternative scenarios affect
the nations of Southeast Asia? Tilted nonalignment between the PRC
and the United States has several advantages: it gives the U.S. limited
leverage in persuading China to take ASEAN interests into account in
determining its policies when there is some divergence between Chi
nese policies and those of some or all of the ASEAN states. It under
writes a united front against Vietnamese expansionism, and hopefully
at some point will help to induce a political settlement on the Cambo
dian issue which, together with the extension of more independent pol
icies on the part of Laos, will produce a situation in Indochina more
suitable to the interests of the ASEAN community. On the negative
side, there is a concern rather widely shared in Southeast Asia that the
United States is prone to place its bilateral relations with the PRC ahead
of those with the noncommunist states of SoutheastAsia, giving prior
ity to its global strategic interests. Indeed, evidence can be foimd from
the past to give substance to this concern, and since many Southeast
Asians see China as a long-range threat, military and economic assist
ance from the United States and Japan to China stirs both fear and
resentment.

These apprehensions would be greatly heightened if the strategic
ties between the U.S. and the PRC were to be strengthened as envis
aged in our third scenario. But a sharp cleavage between these two
countries would also bring adverse repercussions to the ASEAN com
munity. The latter states would be forced into more sharply profiled
alignments, and the PRC would once again be tempted to shift its
emphasis in some cases from state-to-state to people-to-people or
comrade-to-comrade relations. American leverage on PRC policies,
while perhaps not high under any conditions, would be nonexistent,
and security problems for every state in the region would mount. Thus,
tilted nonalignment is not only the preferable policy at present for the
United States and the PRC; it is also the preferable policy for ASEAN.

U.S.-USSR Relations

When the forty-year history of U.S.-USSR relations since World War
II is surveyed, one paramount question is posed: what part constitutes
historical inevitability; what part, human error or, put differently, lead-
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ership shortsightedness? A case can be made for an intricate mix of
these two central elements, with the quotient a judgmental matter.

After the war, Stalin, in his determination to punish his enemies
and to secure for the Soviet Union a buffer state system that would
protect his country from another devastating war, wentfurther than the
tsars in expanding the Soviet empire. He accomplished this, moreover,
at a time when the USSR was only a regional power, significantly infe
rior in total military strength—and strategic reach—to the United States,
economically in a shambles, and with its political appealhaving already
passed its zenith, at least for Western peoples. Yet the Soviet Union
possessed a massive land army and, assisted by developments in
China, it was in a position to make a bid to dominate the Eurasian
continent. Such a move, the United States was determined to stop.
Poland, Czechoslovakia, and Greece were the first warning signs-
would West Europe be overrun?

The U.S. policy adopted was labeled "containment"—a policy that
had its economic, political, and military dimensions. It was the first
comprehensive security plan, a program extended to previous enemies
as well as wartime allies. On balance, it was successful, but at consider
able cost, with American resources dispersed on a wide front. The
focus, however, was upon West Europe and East Asia. Confronted with
American power, Soviet leaders reacted with caution. They wanted no
direct conflict with a power superior in every category. Russian
resources, however, were marshaled to engage in a forced march toward
military parity with the United States. To this end, great sacrifices were
imposed upon the Soviet people and, at Stalin's death, considerable
progress had been made. Khrushchev, cognizant of serious economic
and social problems that cried out for attention, was anxious to under
take internal reforms that would require some reordering of Soviet
resources. He had no intention of abandoning competition with the
United States. On the contrary, he hoped to broaden its scope by driv
ing his people to build a modern nation in every sense. This was the
underlying rationale for detente, and in his determination to pursue
that course, Khrushchev paid substantial prices, the foremost of which
was Soviet relations with Mao's China.

Detente in this period became a victim of a host of incidents: the U2
affair, the Kennedy-Khrushchev Vienna meeting and, above all, the
Cuban missile crisis, with the domestic politics of both nations progres-

^®Fbr varying perspectives, seethe writings ofSeweryn Bialer, George Breslauer, Zbigniew
Brzezinski, Alexander Dallin, Jerry Hough, William Hyland, George Kennan, Richard
Pipes, Dimitri Simes, Strobe Talbott, and Robert C. Tucker.
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sively working against it. Throughout this period and beyond, the
United States maintained a strategic edge, innovating in weaponry, with
the Soviet Union seeking to catch up, most frequently counting upon
quantitative gains rather than qualitative advances. It was in this setting
that SALT I was consummated, and in the middle Brezhnevreign, a new
era of detente opened.

The 1970s seemed to promise an overall strategic equilibrium
between the U.S. and the USSR, an equilibrium from which the difficult
task of scaling down arms could commence. Notwithstanding the siz
able loss of American credibility as a result of Washington's abandon
ment of South Vietnam, the United States was positioning itself
between the Soviet Union and China advantageously, practicing "even-
handedness." The ratification of SALT II and the diplomatic recognition
of the PRC were scheduled to take place simultaneously, with Most Fa
vored Nation economic treatment of both nations to follow. The Soviet

invasion of Afghanistan destroyed this plan and, in its aftermath, mas
sive publicity was accorded to the fact that the Soviets had greatly
expanded their military arsenal in the 1970swhile the United States had
largely halted its buildup, with the Russians finally achieving the strate
gic equivalence they had long sought. The age of bipolarism had indeed
arrived and the political fallout in the United States was heavy. The
Carter administration was forced to change course, dedicating the
United States to a resumption of heavy defense expenditures to reverse
or contain the trend.

Ronald Reagan came to office strongly committed to a continuation
and expansion of that policy. Negotiations would be undertaken with
the USSRfrom strength, and until that strength had been acquired, no
concessions would be forthcoming. At a certain political cost interna
tionally, this policy was rigorously followed. It produced results. Con
fronted with the prospects of a costly, endless arms race, and facing a
president who enjoyed great popularity with his people, Soviet
leaders—after a period of political malaise—were not only induced to
return to the bargaining table, but to advance serious proposals for arms
reductions involving significant concessions, and ultimately, in Septem
ber 1987, to reach with the United States the first strategic arms reduc
tion agreement since SALT II."

The capacity of the two superpowers to reach a limited but signifi
cant agreement on arms limitation stems from many factors. Above all.

^^The dimensions of the domestic economy challenge facing the USSR are set forth by
Timothy J. Colton, The Dilemma ofReform in the Soviet Union, rev. ed. (New York: Council
on Foreign Relations, 1986).
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it is testimony to the urgent need of both the USSR and the U.S. to
direct more of their resources to pressing domestic concerns. In and of
itself, this initial agreement will do little if anything to reduce military
expenditures on either side, but it is a first step in what it is hoped will
be a process encompassing conventional as well as strategic weaponry,
and ultimately having both a major economic and political impact on
the policies of both societies. Other factors were involved: Gorbachev's
desire to enhance his domestic standing; Reagan's hope to cap his pres
idencywith a dramatic act auguring an era of peace.The fact is alsothat
in the recent past American-Soviet relations have been played out on a
global stage, with each of the principal actors having to be increasingly
conscious of world opinion.

It remains necessary to project possible U.S.-USSR scenarios for the
future, seeking to place current events in perspective. Global war
appears to have a very low probability despite the overkill possessedby
both countries—or, more accurately perhaps, because of that overkill.
Without going into the arcane debate over whether a nuclear war is
"winnable," the fact is that American and Soviet leaders both recognize
that such a war would permanently alter civilization and render their
own societies shrunken cesspools of misery. The game of chicken
remains a threat, but it will almost certainly be played for lower stakes
than those of thermonuclear war.

Despite the new arms agreement, one cannot rule out the possibil
ity that future events will conspire to worsen U.S.-USSR relations once
again, with repercussions upon every key region, economic and politi
cal as well as strategic. Such a course would be marked by another
escalation of the arms race at ever more sophisticated levels, with per
iods of imbalance unfavorable to one of the two central actors, thereby
heightening the risk of irrational acts. The situation could be exacer
bated by superpower intervention in those societies having high levels
of instability, especially the authoritarian-pluralist societies attempting
to undergo a transition toward greater political openness. A serious
globaleconomiccrisiscapped by the inabilityof the advanced industrial
world including the United States to adjust satisfactorily to the current
global economic revolution would add to the crisis. Similarly, the con
tinued failure of socialist societies to consummate the leap into moder
nity, epitomized by the failure of Soviet reforms, would have equally
ominous potentialities since it would tempt the strengthening of those
restrictive policies and institutions characteristic of Stalinism at its
worst. Even under these conditions, global nuclear war would probably
be prevented, but the odds against it happening would shrink, and
violence in all other forms would be endemic.
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An opposite scenario warrants brief attention, one that can be
labeled maximal accommodation, to borrow the phrase applied to one
Sino-Soviet scenario. Such an outcome would require significant
changes, both domestic and international. On the domestic front, the
USSR under Gorbachev would undergo the type of structural reforms
that facilitated its more active and constructive participation in the glo
bal marketplace. A political evolution, moreover, would ultimately
accompany the economic changes that gradually altered the polity from
Leninism to authoritarian-pluralism, thus reducing somewhat the inhi
bitions in political discourse, especially at the unofficial levels, and mak
ing the society more susceptible to influences from divergent sources at
home and abroad.

Another development would be the acceptance of the USSR as a
legitimate participant in conferences devoted to handling regional cri
ses, and the satisfactory performance of both the USSR and the U.S. in
such roles. In this fashion, targets of opportunity for superpower inter
vention would be reduced, with mechanisms for handling future as well
as existing civil-international conflicts developed. Finally, cumulative,
sweeping strategic and conventional arms reductions would occur on a
basis that preserved the minimal security needs of both powers and
other nations as well.

A final scenario is that of a gradual thaw, resulting in a relatively
stable combination of competition and cooperation between the U.S.
and the USSR. Such a development would include an agreement or
series of agreements on partial strategic arms limitations; a political res
olution of current hot wars in Afghanistan and Cambodia acceptable to
the key parties concerned (in Afghanistan, that seems to be under way,
but with uncertain results; Cambodian remains unresolved); avoidance
of new situations where troubles within a given country or region
resulted in direct superpower confrontation; and the gradual expansion
of U.S.-USSR economic and cultural relations. It is to be noted that the

realization of this scenario is not completely in the hands of Washington
and Moscow. Events in states and regions of vital strategic importance
to one or both of these nations will also determine its feasibility. How
ever, domestic and international pressures combine at present to
encourage limited American-Russian accommodation and, most partic
ularly, some arms limitation agreement.

Once again, what are the implications of each of these scenarios for
Southeast Asia? Of the four alternatives sketched, the gradual thaw
scenario is clearly the most advantageous. It would imply the continued
presence of the major powers within the region, but coexisting at a
lower level of tension. It would enable some points of cooperation with
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respect to East Asia, as currently exist in Sine-American relations. And
it woxild reduce, although not eliminate, the raison d'etre for super
power intervention in domestic crises within the region. The shift from
alliance to alignment would continue, with a higher premium upon the
self-reliance of the lesser powers. Economic and social concerns could
be given greater weight, with the purely military aspects of regional and
national security somewhat reduced in terms of proportionate attention
and cost.

The disadvantages and dangers of war or of a heightened level of
U.S.-USSR tension are too obvious to need elaboration. No area includ

ing Southeast Asia could escape the consequences of either of these
developments. However, maximal accommodation might also pose some
risks from a Southeast Asian perspective. At certain points in the past,
critics—notably the Chinese—have warned against a Soviet-American
condominium of the world, with the two superpowers reaching agree
ments over the heads of their allies and others, having profound impli
cations. While this risk seems much exaggerated, the events of
Reykjavik rekindled precisely these fears among Washington's Euro
pean allies. In any case, however, maximal accommodation does not
seem to be on the immediate horizon.

Conclusion

As was indicated at the outset of this essay, this is a period of
unprecedented fluidity in all major state relations, and the shifts in rela
tions between and among the United States, the Soviet Union, and the
People's Republic of China in recent years are eloquent testimony to
that fact. It is also a time when the nature of relations between the

superpowers and their allies—large and small—are undergoing multiple
changes. The lessened dependence of the smaller states upon the larger
states, and the greatly increased costs and risks of absolute security
guarantees from the latter to the former have combined to induce an
accelerating shift from alliance to alignment, with all of the complexities
which the management of alignments involves.

It is not surprising, therefore, that every state—and especially the
major powers—is exercising greater caution in making and executing
international commitments. Total involvement of an official nature is to

be avoided. Hence, the proliferation of clandestine, quasi-official
efforts—"volunteers," client state involvements, arms shipments, mer
cenaries, terrorism—and a host of other policies intended to limit the
risk for the government and state involved. In such operations, highly
authoritarian groups and governments may have a signal advantage
since they can preserve secrecy better and create their own justifications
with minimal internal dissent.
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If the road ahead is murky, a few general trends appear to be dis
tinct. For most societies, economic development now occupies top pri
ority, and that includes a wide range of states from the advanced
industrial nations to the states that are still highly traditional. Mean
while, the prospects for political convergence across a wide spectrum
seem less promising than earlier writers suggested. At the same time,
modifications in some Leninist polities, and the heightened struggle in
many authoritarian-pluralist societies for increased openness, indicate
an unprecedented degree of political ferment. Nor are Western-style
democracies exempt from the possibility of structural alterations, with
the excesses of total freedom the target.

Given the current domestic challenges, economic, social, and politi
cal, virtually every nation—including the major powers—is seeking
lower-cost, lower-risk foreign policies. Scientific-technological develop
ments in some respects mitigate against this quest, pushing leaders into
the unknown without adequate safeguards or tested policies. Yet
despite the formidable obstacles, major power accommodation—partial,
tentative, and based on minimal trust, at least at first—would appear to
be in the offing. And among the available alternatives, this is the best
one for the smaller states, including those of Southeast Asia.
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