Chapter 1

Hedging Engagement:
America’s Neoliberal Strategy for Managing China’s Rise in the Post-Cold
War Era

Joseph Riley, Candidate
DPhil in International Relations
Oxford University
St. John’s College

May 5, 2016

Word Count: 99,703



Chapter 1

Executive Summary:

This thesis examines America’s post-Cold War relations with China in the context of
the neoliberal vs. neorealist debate. It concludes that neorealism—the dominant school of
thought in the international relations literature—is incapable of explaining America’s response
to China’s rise in the post-Cold War era. Because America was the leading global power and
China was its most obvious potential rival, a neorealist theory that prioritized the distribution
of relative power would anticipate this relationship to be a most-likely case for American
policymakers to pursue containment and prioritize relative gains.

However, | leverage insights from more than 100 personal interviews to demonstrate
that in reality American leaders have overwhelmingly preferred a strategy of neoliberal
engagement with China that has remained decidedly positive-sum in nature. My explanation
for this consistent, bipartisan preference is that American policymakers have not adopted the
neorealist assumption that conflict is inevitable between existing and rising great powers. As
a result, policymakers have not focused exclusively on how to minimize the relative costs of a
potential conflict with China by trying to contain China’s relative power and limit America’s
exposure to China (as they did with the Soviet Union in the Cold War). Instead, policymakers
have subscribed to the neoliberal belief that conflict can be avoided, and that increasing
engagement and interdependence is the best strategy to maintain peace. They have pursued
this strategy despite acknowledging that engagement and interdependence have increased the
costs of a potential conflict by helping to facilitate China’s rise in both an absolute and relative
sense, and by increasing America’s exposure to China.

This thesis helps to define the differences between hedging and containing strategies.
It argues that while relative material power is often important in deciding whether to hedge or
not hedge, these purely material calculations play no role in decisions of whether to pursue
containment or engagement. Instead, the decision to contain or not hinges on the target state’s
behavior and what that reveals about the regime’s underlying intentions. Within this new
framework, I argue that American policymakers’ strategy has been to engage China
economically while simultaneously hedging militarily. Furthermore, to the extent that
American policymakers have expressed increased concerns about China in recent years, this
has been primarily a consequence of China’s increased assertiveness—not changes in its
relative power.



Chapter 1

Table of Contents:

Chapter 1 Framing the Puzzle:

Why is This Relationship a “Most-Likely” Case for RealiSm? .........c.ccccvvssnsussssssssssssassessassunss 5
THEOTEUICAl PUZZIE: euruescssesssssssesssssssssssssssssssssssssssssssssssssss s ssssssssssssss s sssssssssss s s s s s ssasssens 8

China as the MOost-POWEITUI COMPELITON .......c..oereerrereeereerreeereessessss st sssssssessssssssssssssssssssssnsssssssssssssssnsens 10
China winning the relative gains COMPELITION .....ceeceecerresreressessesesesssses s sssssssssssssssssssssssssssssens 14
Were Relative Gains Driving POlICY 2. mmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 17
Distinguishing between hedging and CONTAINING: cummsmsmsmsmssssssmssmsssmssssssssssssssssssssssssssssssssssssssssans 26

Chapter 2 Squaring the Circle:

A Theoretical Explanation for American Policymakers’ Strategy ... 43
Hypothesis 1: Calculating CoStS aNd BENETILS ........eeueereermeeeseerseessseesssssssssesssssssssessssesssssssssssssssssssessssesssns 43
Hypothesis 2: The Importance of Causal BEIETS.........oceenrenseseesse s ssssssssssssssssssssssns 46
Hypothesis 3: Applying Different Beliefs to Different States ........eeinreneenessnmssnsssssssssessesssssesens 49
Hypothesis 4: Deciding Which Beliefs to Apply to WHICh States ...........oveeeemeeeeeeseeesseessesssseesssenenns 50

Chapter 3 The Road Map and the Rule Book:

A Description of Methods and SrUCIUME .. sesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssess 65
1 =] U Yo £ 65
THME PEIIOU: ooeteeeeeeresseeseesssssessseesseessessssssssssssesssnsssessssssssasssesssessssssssssssesssnssnssssesssesssesssnesssssssesssasssnsssmssssssssesssnsens 78

Chapter 4 Straight from the Horses’ Mouths:

Policymakers’ Strategy in TReir OWR WOFdS ....vssssssesssssssssssssssssssssssssssssssssssssssssssssssssssens 84
Outlining Policymakers’ CBA and the Influence of Causal Beliefs: .......counonenrenenneenenneeneeseensesneens 84
Neoliberal Beliefs Not Applied in All INSLANCES......cc.cveveermrernreseesseeriesssssss s s ssssssssssssssssssassssssssnss 100
American Policymakers’ Decision to Apply Neoliberal Beliefs to China:.......omemeirneesnsesneennn: 101
Anti-China Campaign Rhetoric Dissipates QUICKIY in the OVal: .......enennrennrenneesneesseeseesssesseees 114
The Power of the President in China POIICY :......eeeeessessseessssesssesssssssssessssesssssssssssssssssssessssesssnns 115

General Framework for Judging Containment vs. Engagement: ... Error! Bookmark not defined.

Chapter 5 George H. W. Bush:

The Fight to Preserve Engagement After TIaNanmMen ....cucssssssssmssssssssssssssssssssssssssssssasas 126
0T [ o4 1 o] o 126
What would a relative gains policy have 100Ked lIKE? ... nennerecseenreseeseeesseeseessessseeenne 129

L LIS (0L ToF L =T 0T o 130
The Initial ReSPONSE t0 TIANANIMEN: ......ccueeeeeeeeeesssesssesssessssessssesssssessssesssssssssessssesssssessssessssessssessssesssasess 130
SOfEENING SANCHIONS .ottt sttt sesse e ee e s s bbb bbb s s 141
MFN—The Beginning of a Perennial Fight:......... e neenecnecesseisessesssssssssessessssessssssssssssees 143
FINAINGS o s 150
Assessing the Bush Administration’s POLICIES: ... eeeeereesseessesseesseesseesssesssesssesssessssssssssssssssessans 150
Why Such Strong Support for ENGageMENT? ........ecneeneesessecssssiseesssessesssssssssssssssessssssssesssssssessans 153
IMPLICAtions FOr H1-4 QN0 CL-2: ...t ssssesssssssessesssess s sssessssssssssssssssssssessssssasssassssness 165



Chapter 1

Chapter 6 William J. Clinton

From the “Butchers of Beijing” to “Strategic PaArtHErs” ....snsssssssssssssssssssssssssssssans 168
0T [ o4 1 o] o 168
What would a relative gains policy have 100Ked ITKE?..........eeereeeeesseesssseessessssessseesssesssnens 172
L L 0] o= =TT o . 172
Linking human rights @nd MEN: ...ttt sssssssssssssssssssssssssssssssssssssssssssssssasssassssess 172
De-linking human rights and MEN:........oeeereessessesssesssessssessssssssessssessssesssssssssssssssessaseseas 175
Rationale for de-linking human rights and MEN: ........eeeeessesssessessssssssssessssesssseens 178
Imposing sanctions and granting EXEMPLIONS: ......eecmremreseeseesssssssssssssssssssssssssssssssssssssssssssssssnss 181
THE TAIWAN STFAITS CrISIS: cuvuuieruuerruseesssesessssesssssssssssesssssssssssssssssssessssssesss s ssss s st ssss s sssssssesssssnes 183
The Fight 0Ver WTO and PNTR: .....ceeeeeesseessssesssesssessssesssssssssessssssssssssssessssessssssssssessssessssessssesssasess 193
1T 0 203
Assessing the Clinton Administration’s POLICIES: .......uueeeneeereenerseeseesees s seessssssessesans 204
Why such strong SUPPOrt fOr ENQAGEMENT?......cererrereesisssesssessssssssssssssssssssssssssssssssssssssssasssassssnss 206
IMPLICAtiONS TOr H1-4 AN0 CL-2: ......ieeeerreereeesseeesesesssesssessssssssessssesssssssssssssssssssesssssssssssssssssssssssssessaseseas 217
Chapter 7 George W. Bush
A Steady Rise in Interdependence and Engagement.............sssssssssssssssssssnes 221
100 o3 1 o o 221
What would a relative gains policy have 100KEd HKE? ... sssessssessesssssssssansssess 226
L LIS (0T g oF L =T 0T o 228
The EP-3 Crisis: An Early Test of the AdminiStration’s Strate@Y ........cceeesseeesmeessreessesssseesssesssnens 228
Completing China’s WTO ACCESSION: .u.uuririrmiesissssssssssssssssssssssssss s ssssssssssssssssass 233
Strengthening Relations with the Strategic ECOnomic DialogUE:.........ceeeeneecnreveeereeerseeseeseesesenns 238
The Financial Crisis and the Imperative 0f COOPErAtiON: .......occcueerreereeeseessseessssesssessssesssessssesssnens 243
EvoIVINg Problems With TaIWAN: .......cccereeeeseesseessessssssssesssessssessssessssssssssesssssssssessssssssssssssssssaseseas 246
FININGS: wrtrtrereresmsmssmsesesesesessssssasssssssesessssssasmsesessssssssssasasssssssesssessasasesssssesesessssasasesssese sesnanasnsesesesesessssasasaens 248
Assessing the George W. Bush Administration’s POlICIES: ....umesessessssssssssssenns: 248
Why such strong SUPPOrt fOr ENQAJEMENT?.........wueeueeeeersreessseessssessssessssssssessssssssssessssessssessssessssesssasess 252
IMPLICAtiONS TOr H1-4 AN0 CL-2: .....oieeeeereereeessesssesssssesssessssessssessssessssessssssssssessssesssssssssssssssssssssssssessaseseas 268

Chapter 8 Barack H. Obama:

Dashed Dreams of a “New Era of ENgagement” ... 272
0T [ o4 1 o] o 272
What would containment have 00K TTKE? ..........eersessessessseessesssssssssssssesssessssssssesssnens 276

L LIS (0T ToF L =T 0T o 278
The First Two Years (Big Plans for Big COOPEration): ........eeeueeeseesseessmesssessssessssesssssssssesssanens 278

THE STAIEGIC PIVOL oottt ettt ssse s bbb b s bbb bbb 284
FINAINZS e E AR AR A SRS E AR R R R SRR R R R AR R RS 298
Assessing the Obama Administration’s POLICIES: ... ereeeeeesseesssesseesseesseesssessessssssssssssessssssssessessans 298
Why such strong SUPPOIT FOr ENGAGEMENT?.......cceeereseesseesssesssseesssessssesssessssessssessssessssessssssssssssssseseas 302
IMPLICAtions FOr H1-4 QN0 CL-2: ...t ssssesssssssessesssess s sssessssssssssssssssssssessssssasssassssness 320
Chapter 9 CONCIUSIONS: cuuciuisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssanes 305
APPENDIX A it s sssssasssssssssssessssssssssssssassassssnasss 344



Chapter 1

Chapter 1 Framing the Puzzle:

Why is This Relationship a “Most-Likely” Case for Realism?

Empirical Puzzle:

This thesis begins with a central empirical question: “Why has the United States
continued to deepen its economic engagement with China throughout the post-Cold War
period?” This is particularly puzzling for three reasons. First, China has remained an
authoritarian, communist state. Second, American policymakers have considered China their
most powerful potential foe. Indeed, multiple sources confirmed that because of China’s
martial strength and economic power, they are the most frequent opponents in the Department
of Defense’s major war games. In 2004 alone, the U.S. Government conducted more than nine
simulations of how they would respond to a conflict with China in the Taiwan Straits.? Third,
as the evidence in this thesis will demonstrate, the nature of the engagement between the two
countries has allowed China to grow faster and gain more than America.

In light of these three considerations, America’s persistent pursuit of liberal
engagement does not comport with the traditional narrative of great power rivalry that has
dominated international relations scholarship. This is particularly true of the realist tradition,
which proudly traces its antecedent insights all the way back to Thucydides’ account of the
Peloponnesian Wars. In this classic text, Thucydides explains the roots of the epoch conflict

between the Peloponnesian and Athenian Leagues as the inevitable consequence of the rise of

! (Hayden, 2014; May, 2015)
2 (Garrison 2005, p. 179)
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Athenian power.? Since then, numerous scholars like E.H. Carr, Hans Morgenthau, Paul
Kennedy, Kenneth Waltz, Robert Gilpin, and John Mearsheimer have sought to describe and
explain the importance of power transitions to great power rivalry and conflict.*

This focus on the ever-changing balance of relative power appears logical considering
that short of a few exceptions—perhaps most notably Great Britain’s response to the rise of
the United States—the dominant pattern of international political history has been that power
transitions do culminate in major conflict between the existing and rising great powers.
Scholars within the realist tradition disagree on whether it is the rising or declining state that
ultimately initiates the conflict.> Nonetheless, one expectation remains constant across the
realist tradition: that the existing or declining power will attempt to maintain its dominance.®
In practice, this approach often manifests in a strategy of containment. While there are many
definitions of containment, the basic foundation in all variations is that the leading state
attempts to isolate the rising state and constrain its overall growth. This includes restricting not
just the rising nation’s military power, but also its economic power, which provides the
foundation of its military power. The archetypical example of containment is America’s
strategy towards the Soviet Union during the Cold War, but there are also numerous other
examples including America’s approach to Iran, North Korea, Irag, Burma, Cuba, Syria,
Sudan, Zimbabwe, and Cambodia at various points in the post-Cold War period. The
motivation behind containment, at least when it involves two leading great powers, is rooted

in the assumption that the international system is inherently anarchical. The absence of a higher

3 (Thucydides, 2000)

4 Among numerous other works, see: (Carr, 1939; Copeland, 2001, 2014; Gilpin, 1983; P. Kennedy, 2010; Kugler
& Organski, 1989; J. Mearsheimer, 2001; Morgenthau, 1948; Organski, 1958; Waltz, 1979)

5 For a basic summary of offensive realism, which views the rising state as typically the source of conflict, see (J.
Mearsheimer, 2001). For good overviews of defensive realism, which argues it is typically the declining state that
initiates the conflict, see (Copeland, 2001; Waltz, 1979).

6 See (Copeland, 2001, 2014; Gilpin, 1983; Grieco, 1988a, 1988b; P. Kennedy, 2010; Kugler & Organski, 1989;
J. Mearsheimer, 2001; Organski, 1958; Waltz, 1979)
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authority requires every state—particularly leading great powers—to rely on themselves for
protection and security. Thus, the best way for the most powerful state to ensure its survival is
to remain the most powerful state in the system. Historically, this has frequently caused the
leading state to try to thwart the rise of any potential challengers through covert and/or overt
means.

However, in contrast to the historical norm, post-Cold War American leaders have not
only rejected the idea of containing China’s economic growth, but have actually pursued a
policy of liberal engagement designed to facilitate China’s growth and development. This
presents a perplexing puzzle for the realist tradition. Why has America continued to deepen
and expand bilateral interdependence with its most powerful potential foe and chief ideological
rival, especially when this interdependence has benefited China relatively more than America?
Former Assistant Secretary of State for East Asia, Kurt Campbell, summarized this empirical
puzzle:

“The irony is that there is no other nation with which America’s interdependence is
larger or growing faster (than with China), and yet there is no other interdependent
relationship that is more uncomfortable for America.”’

However, Campbell and others point out this is not just odd in terms of contemporary
American foreign policy, it is also unusual in a larger historical frame:

“Rarely in history has a rising power made such prominent gains in the international
system largely as a consequence of the actions and inattentiveness of the dominant
power. Indeed, Washington has been mostly unaware of China’s gains within the past
few years, many of which have come at the expense of the United States.”®

Even President Clinton himself acknowledged, “This isn’t a relationship that fits neatly
into categories like friend or rival, and it may never.”® And Bates Gill and Sue Ann Tay

described the relationship by saying:

7 (Campbell, 2014)
8 (Christensen 2015, p. 247) For whole discussion, see (Baum, Campbell, Kelly, & Ross, 2005).
% (Clinton 2004, p. 66)
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“Never in the post-World War |l era has the United States had such an important
economic partner that was not a close friend or ally. As such, China defies ready
categorization in the American political and economic psyche.”°

Reflecting this complexity, former Secretary of State, Colin Powell, admonished
attempts to oversimplify the complexity of America’s approach to China:

“People ask me things like, ‘Is China going to be an enemy or a friend, or are they a
competitor, or a collaborator?’ I reject all of these one-word descriptions or simplistic
formulas. They are a major nation. We have interests with them. They have interests
with us. We have concerns about them, and they have concerns about us.”!

In short, American policymakers have settled on a strategy for managing China’s rise
that is far more nuanced and far less hard line than what a neorealist theory of balance of power

would expect.

Theoretical Puzzle:

While this empirical puzzle has implications for many theoretical debates within the
international relations literature, it is particularly relevant to the debate over relative and
absolute gains.12 In fact, it is hard to imagine any other theoretical debate producing more
distinct and opposing hypotheses about this relationship. Neo-liberal theories emphasize the
role of absolute gains, and would predict that the enormous benefits that interdependence
generates for both the United States and China would motivate American leaders to pursue a
liberal strategy of deep and comprehensive engagement. In contrast, neorealist theories

prioritize relative gains, and would never expect cooperation from a relationship involving

10 (Wang 2013, p. 103); For original, see (Gill and Tay 2004, p. 1).
11 (C. Powell, 2014)

12 A state that prioritizes relative gains cares not only about how much it benefits from relationships with other
states, but also about how those benefits compare to the benefits its partners receive. A state that prioritized
relative gains would rather gain 10 units and its partner gain 3 units than to gain 100 units and its partner gain 70.
More importantly, a relative-gains seeking state would rather not trade, and receive no benefit than to trade and
gain relatively less than the other state. In other words, they would rather not cooperate and receive zero benefit
than cooperate and gain 95 units while their partner gained 100. A state that prioritized absolute gains, in contrast,
would seek to maximize its own absolute benefit, but would not care about how that benefit compared in relation
to partner states. Thus, a state prioritizing absolute gains would rather gain 50 units and see their partner gain 100
than to gain only 10 but limit their partner’s benefit to only 5 units. For more detailed discussion of the arguments
surrounding relative vs. absolute gains, see (Grieco, Powell, & Snidal, 1993; Grieco, 1988b; R. Powell, 1991;
Snidal, 1991a, 1991b).
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such massive imbalances between the two most powerful actors in the system. Instead, they
would expect America, as the existing hegemon, to at least attempt to contain China. Indeed,
according to neorealist theories, America’s approach to the rise of China should be the most
likely case for containment and relative gains in the post-Cold War era.®

The modern foundation for neorealism is Kenneth Waltz’ balance of power theory,
which argues that states rank potential threats and form alliances by looking only at the
distribution of material capabilities throughout the system.* The extreme structural and
determinative nature of balance of power theory was borne out of and appeared to accurately
capture the bipolar orientation of the Cold War. However, the end of the Cold War presented
many problems for balance of power theories. One problem that was hotly debated in the
literature was the apparent acquiescence of so-called “second-tier powers” to American
hegemony and a unipolar order.*® This did not comport with traditional neorealist expectations,
which would have expected these second-tier powers to form a balancing coalition against
America. Numerous scholars like William Wonhlforth, Gideon Rose, and Randall Schweller!®
responded with justifications for how the realist paradigm could still account for this apparent
anomaly.’

| do not comment on this particular debate, but instead focus on what | see as an even
more damning problem for neorealism and balance of power theories in the post-Cold War
era—the failure of America, as the leading state, to deploy a containment strategy against its
fastest rising challenger, China. This sort of rising versus reigning superpower relationship is

exactly the type of relationship that realism purports to explain, and yet America’s actual

13 For discussion and references on what constitutes a “most-likely case” see Chapter 3.
14 (Waltz 1979)
15 (Tessman & Wolfe, 2011, p. 215)

16 For overviews of these critiques as well as the realist responses, see (P. D. Feaver et al., 2000; Rose, 1998;
Schweller, 2004; Wohlforth, 1994, 1999).

7 (B. Tessman & Wolfe, 2011)
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strategy in the post-Cold War era bears virtually no resemblance to the containment and
balancing strategies that realism expects. In order to highlight the seriousness of this failure, |
first demonstrate that America’s approach to China is a most-likely case for realism by
showing that in the post-Cold War era, China has had the greatest potential to rival or pass
America in comprehensive power.!®

If another rising state possessed more power potential than China, neorealists could
justify America’s engagement of China as simply an alliance of convenience, like the alliance
between America and China against the Soviet Union during the Cold War. However, in the
absence of another more powerful challenger, then a balance of power theory cannot justify
America’s cooperation with China, especially if China has benefited relatively more and grown
relatively faster as a result of the relationship. Because neorealists are often vague in describing
how to calculate comprehensive power, | demonstrate that China has possessed more power
potential than any other possible challenger in the post-Cold War era in both economic and

military assessments of power.

China as the most-powerful competitor

After the Cold War, China quickly emerged as America’s most powerful potential rival.
China is the world’s most populous country, accounting for 20% of the global population.1®
China is one of only five permanent members on the United Nations Security Council, and one
of only two permanent members with which America is not formal allies. The People’s
Liberation Army (PLA) budget has grown more than 1000% from 1997-2014.20 As a result of

this massive increase in expenditures, the relative gap in military spending between the U.S.

18 See (Copeland, 2001, 2014) for detailed discussion on Dynamic Differentials Theory, and other dynamic
applications of realist theory.

19 (IMF World Economic Outlook, October 2014)
20 (Bitzinger 2015)
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and China has dwindled from 30:1 to just over 3:1.%! Beijing maintains the world’s fourth
largest nuclear arsenal, and arguably the second strongest military.22 China’s cyber attacks on
American civilian, intelligence, and military systems surpass those of any other rival in both
breadth and sophistication.23

Furthermore, China has sustained far higher growth rates than any of the other major
powers throughout the period of this study. This is in stark contrast to Russia, which is
America’s only other “near-peer competitor”?*. Russia has been in relative economic decline
since the 1990s. The meager rebound it had begun to see during the 2000s has been wiped out
with plummeting energy prices and Western sanctions in the aftermath of Moscow’s
aggression against Ukraine. Meanwhile, China has become the largest holder of American
debt, the second largest economy in the world, America’s second largest trading partner, and
an integral part of the complex product chain that fuels Asian and global growth.z5 Indeed,
China has become such an important player on the global stage that many people began to talk
openly of the possibility of a G-2 with the U.S. and China after the financial crisis.2¢

Andrew May now runs the Office of Net Assessment (ONA) in the Pentagon, which
coordinates the Department of Defense’s long-term strategic planning. May confirmed that
China is America’s leading and most concerning near-peer competitor.

“For us [ONA], it is not just that China is the country with the most superior economic
and military power, it is also about intentions. China has been seen as a primary
potential competitor for the U.S. ever since the mid 1990s, around the time Russia
began to enter into a decline. First, Russia appeared in dramatic decline economically,
demographically, politically, and militarily. Second, China appeared on the rise in all
of these categories. Third, while regional competitors like Iran, North Korea, Irag, etc,
were concerns, they did not possess the ability to pose any sort of existential threat to
the U.S. Finally, the desire of the Chinese to develop power projection platforms, and

2L SIPRI Military Spending Index

22 (Kimball 2015)

23 (Mulvenon 2014)

24 “Near-peer” is the term the U.S. military uses to refer to advanced militaries that are its closest competitors.
%5 (IMF World Economic Outlook, October 2014; World Bank Country Database)

% (Bush 2011; Economy and Segal 2009; Pardo 2014)
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their manifest interest in the Revolution in Military Affairs suggested that they had
very serious long-term ambitions.”?’

Indeed, because of China’s tremendous power potential, John Negroponte, former
Deputy Secretary of State, Director of National Intelligence, and U.S. Ambassador to the
United Nations, stated unequivocally:

“Everyone agreed that the U.S.-China relationship was the most important bilateral
relationship in the world. Maybe Japan, the U.K., and some others are our most
important allies, but China is the most important country. It just is. It’s the most
powerful, and it’s getting even more powerful, so there is the most at stake on that
relationship.”?8

Figures 1.1 — 1.8 further support the case that — according to a neorealist emphasis on
material capabilities — relations with China should have been the most likely case for American
policymakers to prioritize relative gains. Figures 1.1 — 1.4 compare China’s growth and power
to two other countries that American strategic planners frequently place on the “red team” in
war-gaming scenarios: Russia and Iran. These figures include a range of measurements of
national power to show that from a dynamic outlook on material capabilities, China has been
the fastest rising potential challenger to American hegemony throughout the post-Cold War
period, especially since 2000.

Figures 1.1 — 1.8 include the comparative measures that realists often utilize to assess
relative power: 1) Overall military strength, 2) Balance of trade, 3) Total GDP, and 4) Overall
share of the global economy.?® FigureS 1.1 and 1.2 evaluate the military budgets of the three
competitors and their respective trade deficits with America.30 Military strength is central for
neorealists in assessing state power. Trade deficits are also critical for neorealists in assessing

the extent to which one state is “winning” the relative gains competition and the degree of

27 (May 2015)
28 (Negroponte 2014)

2 For a discussion on the importance of using military expenditures, GDP as a percentage of the global economy,
trade balances, debt holdings, and currency reserves as indicators of relative power and relative gains, see (Salman
& Geeraerts, 2014, p. 9 and Tessman & Wolfe, 2011).

%0 In reality, the DOD only assigns two countries the label of “near peer competitor”. These are China and Russia.

12
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influence each country has in the other’s economy. As Figures 1.1 and 1.2 demonstrate,
China’s military budget rocketed past Russia’s in the late 1990s. China’s trade surplus with
America also far exceeded both Russia’s and Iran’s throughout the period.

Figure 1.1 Figure 1.2

Military Budget of Near-Peer Competitors America's Trade Defecit with Near Peer Competitors

Millions USD
50000 100000 150000 200000
| | | |

100000 200000 300000 400000
| | | |

Trade deficit in millions USD

0
|

0

T T T T T T
1990 1995 2000 2005 2010 2015

China —---- Russia
China —----- Russia — —- Iran

Source: www.census.gov/foreign-trade/balance.html

Figures 1.3 and 1.4 look at each nation’s nominal GDP in current U.S. Dollars and its
share of the global economy. According to both measures, China is in a separate league from
both Russia and Iran. China’s economy was far larger both in nominal terms and in its share
of the total global economy, and its relative lead over Russia and Iran was expanding rapidly
throughout the 2000s. These measures, particularly the share of the global economy, are critical
to understanding the degree of influence that each nation can wield in geopolitics, as well as
its latent military power. Hence, they are critically important to neorealism’s material-centric

calculations.®!

Figure 1.3 Figure 1.4

31 See, (Salman & Geeraerts, 2014, p. 9 and Tessman & Wolfe, 2011)
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Near Peer Competitor GDP Near Peer Competitor Share of Global Economy

15000
|
n
Q
B

10000
X

a

X

GDP in billions USD

5000
|
@
By
!

Percentage of World Economy PPP
5]
X

B | 0%

T T T T T T T
1 9‘89 1 9b4 1 9‘99 20b4 2609 Zd1 4 20‘1 9 1989 1994 1999 2004 2009 2014 2019

China —---- Russia China --—--- Russia
— — - Iran — — - Iran

Source: IMF World Economic Outlook, October 2014 Source: IMF World Economic Outlook, October 2014

China winning the relative gains competition

Figures 1.5 — 1.8 demonstrate that while engagement was benefitting both America
and China, China was benefitting relatively more and growing relatively faster. In fact, Thomas
Christensen surmises, “Since 1978, there arguably has been no greater beneficiary of the
existing international order than China.”*? Figures 1.5 and 1.6 show two of the most important
measurements of relative gains: relative trade flows and capital account balances. In both cases,
China has won the relative gains competition by a tremendous margin. These particular
measures of relative gains declined in the immediate aftermath of the global financial crisis.
Since the recovery, however, China’s trade surplus with America has continued to surge
upward. The capital account balance has slowed in returning to pre-crisis levels mainly because
China has divested some of its U.S. Treasuries since the crisis, and it has appreciated its
currency marginally.33 Nonetheless, a containment strategy that prioritized relative gains
would never have tolerated such large trade and capital account deficits with America’s most
powerful and fastest rising competitor.

Figure 1.5 Figure 1.6

32 (Christensen 2015, p. 56-57)
33 (Senior Administration Official 2014; Kimmitt 2014; McCormick 2014; Zoellick 2014)
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Figure 1.7 shows each nation’s share of the global economy—a key indicator of
international influence—following an almost directly inverse trajectory to one another. More
importantly, Figure 1.8 reveals that across the period (particularly in the 2000s), China
averaged growth rates roughly double those of America. The one time that growth narrowed
considerably was after the Untied States and other OECD countries imposed sanctions on the
Chinese following the Tiananmen Square massacres in 1989 (see red index lines on Figure
1.8). The dramatic swings in China’s growth rate both after the sanctions were imposed and
then after they were lifted reveals the extent to which America could have constrained China’s
growth during those early years if it had pursued a blanket containment policy, replete with
sweeping sanctions, embargos, and other forms of economic censorship.

Figure 1.7 Figure 1.8
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Technology transfers are also an important aspect of relative gains calculations for

neorealists. It is difficult to represent these transfers graphically, but these technology transfers
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have been both massive and unidirectional.3* This phenomenon, combined with the evidence
presented in Figures 1.5 — 1.8, demonstrates that regardless of whether one focuses on
economic or military calculations, China clearly has been winning the relative gains
competition. Indeed, not one of the individuals I interviewed disputed this basic assessment.
Below are just a few of the quotes to this effect:

“It’s often difficult to discern who is benefitting more unless you first define which
aspect of the relationship or what types of benefits you are talking about. However, in
this case [US-China] I think any definition would have to reveal that China has
benefitted more from the relationship than we have. We have still benefitted a lot,
though.” (Doug Paal, Former Senior Director for Asia on the National Security
Council)®

“They have gained tremendously. We have not gained as much as we thought we
would have, so yes they have gained more than we have, but I just don’t think of it that
way.” (Susan Schwab, former U.S. Trade Representative)

“Yeah, I think it is fair to say that while we have both benefited, China has benefited
more. I mean, China would be nowhere today without the U.S. markets.” (Paul
Wolfowitz, former Deputy Secretary of State and World Bank President)*’

“Of course it has benefited China more. Our GDP was already huge and it's still huge.
Right. So they're a poor country that got wealthier, but certainly it can't be US policy
that poor countries should remain poor.” (Senior Clinton Official)*®

“At the end of the day, there is no doubt that China clearly gains more from its

relationship with the US. The US and our allies also benefit, but China benefits more.”
(Thomas Christensen, former Deputy Assistant Secretary of State for East Asia)*

Summary:

Given that America has been the most powerful state, and China is the rising state with

the greatest potential to rival that power, a neorealist theory would have to accept that

34 For more information on technology transfers, see (D. Fuller, 2013; Mahmood, 2011; Schnepp, Glinow, &
Bhambri, 1990; Young & Lan, 1997)

3 (Paal 2014)

3 (Schwab 2014)

37 (Wolfowitz 2015)

% Senior Clinton official
39 (Christensen 2014)
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America’s approach to China’s rise should be a most-likely case for relative gains and

containment in the post-Cold War era.

Were Relative Gains Driving Policy?

| argue that American officials have not prioritized relative gains in their economic
relations with China and have had no interest in containment. To evaluate this hypothesis, |
interviewed more than 100 senior American officials who have helped shape America’s policy
towards China throughout the post-Cold War period.*° To guard against biasing interviewees’
responses in favor of my thesis, my questions were designed to actually encourage the
interviewee to exhibit concerns about relative gains.** As proof that this tactic worked,
numerous interviewees prefaced their initial comments by rejecting the line of questioning as
presuming a zero-sum view that fundamentally did not exist. For example, Secretary of State
Colin Powell’s opening comments during our interview provided perhaps the most ringing
(and unsolicited) endorsement of my thesis. Secretary Powell had asked to review the questions
in advance of the interview. On the day of the actual interview, he did not even wait for the
first question before prefacing the conversation by saying:

“I am afraid I may not be able to help you much here because your line of questioning
seems to assume that there was a concern about China’s growth, and that is just not the
perspective that | or either of the Bush Administrations or the Clinton Administration
took. Over the years, | have watched with amazement how China has been able to bring
some 400 million people out of poverty, out of despair, out of hunger, raising the
middle class, how they created an economy that rests on selling things to others—
principally the United States. It’s inconceivable that I, or any of the administrations I
worked for, would have been opposed to that, let alone would have tried to stop it. The
relationship benefitted us both.”*2

As the Secretary’s quote reveals, my questions were structured to encourage answers

that contradicted my argument. Nevertheless, interviewees still consistently rejected a relative

40 See list in Appendix A.
41 See (Berry, 2002; Dexter, 2006; Lilleker, 2003; Richards, 1996) for discussion on the utility of this approach.
42 (C. Powell, 2014)
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gains framework, and instead emphasized their strong commitment to a positive-sum approach.
One might still critique the validity of these interview results by saying that regardless of how
the questions were structured, policymakers would still be unlikely to openly articulate a zero-
sum perspective, even if that was their true position. In other words, they might hold zero-sum
opinions, and they might secretly have preferred to pursue containment. They were just
unwilling to admit these preferences on the record.

| acknowledge this critique, and will discuss the merits and faults of elite interviewing
in more detail in my methods section. Nevertheless, | still view the interview results as valid
for the following reasons. First, many—if not most—of the individuals I interviewed were no
longer in government at the time of our interview. Had | interviewed them while they were
still in office, they likely would have had to moderate their true concerns regarding China and
instead adhere to the government’s official position. As private citizens, however, they are
currently able to express their opinions freely.

Second (and most importantly), these interviews all took place over the past two years,
during which time anti-Chinese sentiments among the American public have soared. Indeed, a
2015 survey from the Pew Research Center found that more than 60% of Americans hold an
unfavorable view of China, and 89% of citizens view the loss of American jobs to China and
China’s holding of U.S. debt as a serious concern.*® In light of these results, the domestic
support for the mercantilist and isolationist narratives proffered by Donald Trump and Bernie
Sanders is both unsurprising and indicative of the fact that the politically expedient option for
these interviewees would have been to critique—not defend—America’s positive-sum,
neoliberal trade and economic policies with China over the previous decades. Even Hillary
Clinton, who fought tirelessly as Secretary of State to push the Trans-Pacific Partnership

(TPP), now opposes the measure because it is so virulently unpopular in the Democratic Party.

43 (Wike, 2016)
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Donald Trump’s constant criticism of America’s economic policies with China have become
so infamous that there are now numerous YouTube compilations devoted exclusively to
Trump’s anti-China montages. In the current political climate, therefore, one would anticipate
that a former official trying to posture for a position in a future administration would provide
answers that were more anti-China and more receptive to relative gains arguments than they
actually believed, if they were going to misrepresent their true opinions. It certainly would not
make sense to falsely endorse a neoliberal perspective if one’s personal preferences actually
favored the more mercantilist, zero-sum rhetoric that has become increasing popular in
America’s populist discourse.* Therefore, the fact that the so-called “establishment” foreign
policy elites of both parties continued to voice support for these policies, despite this
unfavorable political climate, strongly indicates that their verbal support for these policies is
genuine.®
To demonstrate the pervasiveness and longevity of this neoliberal outlook among
America’s post-Cold War foreign policy elites, | developed a coding system that scored each
interviewee on a 1-4 scale. This allowed me to graphically display the depth of policymakers’
consensus regarding absolute gains across time, department, and political party. This 1-4
coding system is described in the following paragraphs.
1. (Pure Realist) Interviewee prioritized relative gains concerns over absolute gains and
advocated for a containment strategy. This is the threshold for actually pushing

containment.

4 In subsequent chapters, | acknowledge that this neoliberal perspective on economic policies with China is
indicative only of American foreign policy elites. The American public has been more receptive to mercantilist
economic policies. Indeed, in a 1990 study, former Secretary of Labor, Robert Reich found that a majority of
American workers were willing to accept a cut in their own pay in order to inflict relatively larger reductions in
pay for Chinese workers. See (Reich, 1990) and (Mastanduno, 1991). However, I argue that America’s foreign
policy elites have maintained a positive-sum, neoliberal economic strategy of engagement and interdependence
despite these domestic sentiments.

45 For a more detailed discussion on the merits and dangers of elite interviewing, as well as my structure for these
interviews, please see Chapter 3 of this thesis.
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Example: There were no responses of this type, but a hypothetical answer would have
looked like the following, “I felt the long-term consequences of China’s rise would
severely threaten American interests, so | argued that we should make a concerted
effort to contain China’s growth.” This would reflect the basic neorealist expectation
that America should actively try to contain China because of its future power

potential.

2. (Pragmatic Realist) Interviewee had relative gains concerns, but did not act on those
concerns because he or she felt that employing a containment strategy would be
economically, politically, or legally imprudent. This is the threshold for favoring
containment.

Example: I only classified a few people in this category, and none of them provided
a good summary quote. However a response in this category would have been
something like, “I feared the long-term consequences of China’s economic rise.
Therefore, 1 would have supported a containment strategy, but | recognized that
pursuing this approach at the time | was in office would have been politically
impossible.” This sort of explanation would remain true to the basic realist insights,
but would also acknowledge the political constraints confronting chief executives
at both the international and domestic level.

3. (Practical Neoliberal) Interviewee held a solidly positive-sum view of the
relationship. He or she either did not consider containment, or thought it would have
been unwarranted and impractical.

Example: A good representation of this type of response came from Douglas Feith,
who was the Undersecretary of Defense for Policy from 2001-2005. He was one of

the most notable China skeptics in the Defense Department, and prior to 9/11, he
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had planned to make countering China’s military rise one of the DOD’s top
priorities. When | asked him about the economic relationship, however, this was
his response:

“Obviously China benefitted from trade with us. Our markets were wide open. They
received technology transfers from us. All of this helped them grow, and because they
were starting from such a low base, we knew they would grow faster. But I didn’t care
if they got rich. No one cared if they got rich. We weren’t trying to keep China poor.”

This reflects the standard neoliberal expectation. Policymakers were only worried
about ensuring that America benefitted as much as possible from the relationship. Whether
China benefitted economically or not was of little concern.

4. (Principled Neoliberal) Interviewee said he or she wanted to help facilitate China’s
growth. An absolute gains perspective merely assumes an indifference to the other
state’s benefit or growth, but these individuals actually believed China’s economic
growth was good for the U.S. and wanted to help facilitate that growth.

Example: | received numerous responses of this type. Examples include the
following:

“I don’t recall in my entire experience ever having a debate about the adverse effect of
China’s growth. Our view was that China’s economic growth is good for Americans’
standard of living and it’s good for America.”*® James Baker, Secretary of State 1989-
1992, Secretary of the Treasury 1985-1988; White House Chief of Staff 1981-1985;
1992-1993

“I thought we were better off with a more rapidly growing China than a less rapidly
growing China because a China that was growing rapidly would be less likely to be
nationalistic; it would empower reformers; it would lead to a more open society; and
boost demand for our products, which would help American companies.”*’ Larry
Summers, Director of the National Economic Council (2009-2010); Secretary of the
Treasury (1999-2001); Deputy Secretary of the Treasury (1995-1999)

“No attempt to contain their economic growth. In fact, it is just the opposite. It was
our desire to facilitate their growth because their growth was crucial to our own
economic growth.”* John Huntsman, Ambassador to China (2009-2011), Deputy US
Trade Representative (2001-2004), Deputy Assistant Secretary of Commerce (1989-
1991)

46 (Baker, 2014)
47 (Summers, 2014)
48 (Huntsman, 2014)
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Summary of Interview Results:

Using these coding criteria, Figures 1.9 — 1.11 chart the saliency of relative gains
concerns and containment arguments across time, department/agency, and political
affiliation.*® These figures are primarily meant to demonstrate two points: 1) There was
tremendous consistency across the different departments, across party lines, and throughout
the post-Cold War period. 2) The consensus of all of these administrations and departments
was solidly in favor of a liberal engagement strategy that emphasized absolute gains.

Figure 1.9 provides the combined average for each administration, which was
calculated by averaging the score of every interviewee who served in that administration.
These averages fell within a narrow range of 3.5 to 3.7.%° Considering that the dotted line at
y=2 is the division between favoring containment (below the line) and engagement (above the
line) and that Y=1 is the threshold for actually advocating containment, the fact that all scores
were above 3.5 demonstrates that no administration in the post-Cold War era even came close
to pursuing a relative gains strategy.

Figure 1.9

49 For questions on selection sample, see Methods section.

50 This is not meant to be an exact score because the interviews did not include every member of each
administration. Rather it is meant to simply affirm the general point that U.S. policymakers throughout the period
preferred a neoliberal engagement strategy to one of containment.
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Average Relative Gains Score by Administration
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Firgure 1.10 shows the relative gains averages for each political party. The average
for Republicans (3.63) is slightly higher than the average for Democrats (3.62), but this is in
no way a significant difference. Instead, it underscores the almost unprecedented bipartisan
consensus behind this liberal engagement strategy. Peter Trubowitz and Nicole Mellow have
demonstrated that bipartisanship—even in foreign policy—has experienced a dramatic decline
since the 1970s.%! In light of this overall trend, the strong bipartisan consensus on China among
both Republican and Democratic post-Cold War administrations is even more remarkable.

Figure 1.10:

51 (Trubowitz & Mellow, 2011)
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Average Relative Gains Score By Political Affiliation
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Finally, Figure 1.11 tracks relative gains concerns by department and agency. As might
be expected, the economic departments (Department of the Treasury, Department of
Commerce, and the Office of the United States Trade Representative) consistently had the
highest score on the absolute vs. relative gains scale. However, even the military and
intelligence agencies maintained scores above 3.3. Thus, even those departments and agencies
that one might expect to be most receptive to relative gains and containment maintained firm

support for the dominant strategy of liberal engagement.

Figure 1.11
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Relative Gains Score by Department

Relative Gains Score
2
1

o —
T T T T T T
%‘5\ 6\\ ,\0\\ \,0"’\ R o)
& & S Q & S
\O \2 O O O
S ‘59(\ .(\9(\ & & qé‘q’
Q & o ? 2 &
—@— State Department — —O- — Defense Dept and Inteligence Agencjes

----l---- White House/National Security Councit— &— Treasury, Commerce, USTR

In summary, these findings provide strong evidence for both points. First, America’s
priorities for economic relations with China enjoyed tremendous consensus across departments
and agencies, between the two major political parties, and throughout the post-Cold War
period. Second, this consensus centered on a liberal engagement strategy that prioritized
absolute gains. In fact, at the end of my interview with Secretary Condoleezza Rice, | explained
the coding framework and asked her to guess the average score for interviewees. Her guess:
“Probably 4?”” When I told her that the score was actually closer to 3.6 or 3.7 she responded,
“Interesting. I would have thought higher, but I think it definitely affirms your point that it’s
been a consensus around a positive-sum strategy.” °> Confirming the longevity of this
consensus, Daniel Blumenthal, a former official in the Defense Department, recalls Secretary
of Defense William Perry saying:

“You would have to go back to the 1970s to find a major cabinet official saying that
we would create a monster in the long run (by engaging China). Since then, there has
been no serious consideration of trying to contain China economically.”®

52 (Rice, 2015)
53 (Blumenthal, 2014)
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Distinguishing between hedging and containing:

These two previous sections are important because they establish the context for this
thesis’ primary puzzle, which is that American policymakers have not prioritized relative gains
or favored containment in relations with China, despite this fitting the neorealist criteria of a
most-likely case for these strategies.

The interviews did reveal that American officials have held relative gains concerns
when it comes to military, intelligence and other traditional security issues. However, these
military and intelligence concerns have not translated into relative gains concerns in trade and
other economic issues. Therefore, the U.S. has fully engaged China economically, but has
hedged these economic bets by investing the resources necessary to maintain its sizeable
military superiority. As former U.S. Ambassador to China and Deputy Trade Representative
Jon Huntsman articulated:

“Containing China’s military; containing their cyber reach and intelligence
capabilities...of course we do that. But trying to contain their economic muscle is an
entirely different issue. On the economics, it’s how do we facilitate their growth? How
do we grow together?”%*

Joseph Nye, who served as both the Chairman of the National Intelligence Council and
the Assistant Secretary of State for International Security Affairs, confirmed this distinction in
his interview by stating:

“If you’re talking about trade (with China), it’s a positive-sum game. If you’re talking
about Defense, some—but not all—aspects are zero-sum.”>

The simultaneous deployment of different strategies in these two separate (but
ultimately related) spheres runs counter to neorealist expectations, which are more comfortable
explaining America’s more straightforward approach to the Soviet Union during the Cold War.

Former Secretary of State, Secretary of Commerce, and two-time White House Chief of Staff,

54 (Huntsman, 2014)
55 (Nye, 2014)
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James Baker described this more comprehensive, across-the-board containment approach that
America pursued with the Soviet Union:

“In the Cold War, it was straightforward. It wasn’t hard to know what our policy
position should be. If the Soviets were for it or if it helped them, we were against it.
If we were for it or it helped us, the Soviets were against it. World’s a little more
complicated today.”®®

Neorealism struggles to deal with this “complication” inherent to contemporary U.S.-
China relations. In particular, neorealists point out that economic growth can be translated into
military power. >’ None of the policymakers | interviewed disputed this point. Indeed,
Secretary Baker said, “I’'m a firm believer that no country can be strong politically,
diplomatically or militarily if they’re not strong economically.”® Policymakers acknowledged
that China’s enhanced military capabilities would not have been possible if not for its rising
economic power and technological sophistication. This economic power and technological
sophistication, in turn, would not have been possible without access to the liberal international
economic order. Therefore, when asked about the link between China’s economic rise and its
military rise, former Secretary of Defence, Director of the C.I.A. and Deputy National Security
Adviser, Robert Gates, said:

“Well I think it was obvious that if their economy wasn’t growing, they wouldn’t have
the money to invest in the military, regardless of the political decisions they made.”®

Charles Wolfe, who is a long-time expert on the implications of economic and trade
policy on national security, also confirmed that policymakers have seen economic and military
power as ultimately linked. Though Wolfe did not serve in government during the period of
this study, his role at the RAND Corporation has put him in a position to consult and advise

numerous government agencies. Wolfe said:

% (Baker, 2014)

57 See (Copeland, 1996, 2014; Gilpin & Gilpin, 1987; Gilpin, 1975, 1983; Grieco, 1988a, 1988b; J. Mearsheimer,
1994, 2001, 2010; Waltz, 1979; Zakaria, 1998)

58 (Baker, 2014)
59 (B. Gates, 2015)
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“The relation between economic growth and military growth and modernization in
China has been complementary. The fact that the former has been strikingly successful
has enabled the ‘fourth modernization’—military modernization—to proceed at a rate
that is legitimately of concern to us.”®

Therefore, policymakers have accepted the neorealist premise that greater economic
power can translate into enhanced military capabilities.®* Consequently, neorealist scholars
appear theoretically justified in assuming that states will transfer their relative gains concerns
regarding security policies to economic policies. However, the results of this research reveal
that is often not the case.®? Joseph Nye articulates this point succinctly:

“There’s a clear connection [between China’s economic growth and military rise]. If
you’re spending 2% GDP on Defense and your GDP rises 10% a year, that gives you
a very large military budget. So yeah that is concerning. On the other hand, if you
were focused just on relative gains, you would do everything you could to slow
Chinese growth. Our policies have been the opposite of that.”5

How do we explain this seemingly inconsistent strategy of prioritizing relative gains in
security issues but not economic issues, despite the ultimate connection between the two? The
key is to be very precise in defining containing and hedging, which are two distinct strategies
that scholars and journalists often conflate. In this thesis, | define containment as a strategy
to keep the target state weak by preventing its geographic expansion, restricting its economic
growth, and isolating it from the liberal order.®* Examples of this strategy include most
notably, America’s approach to the Soviet Union, but also its post-Cold War relations with a
variety of states, including Iran, Irag, North Korea, Burma, Cuba, and Cambodia, to name a

few.

80 (C. Wolf, 2015)
b1 See (Grieco, 1988a, 1988b; J. Mearsheimer, 1994; Waltz, 1979; Zakaria, 1998)

62 See (Friedberg, 2011, 2012) for further discussion on America’s two-pronged strategy, which Friedberg terms
“congagement”.

8 (Nye, 2014)

84 This is similar to Robert Art’s definition of containment, which focuses on weakening the target state
militarily and economically through building a formal network of alliances against the target state and
excluding it economically and diplomatically from other leading states (Art, 2003, p.113). Nina Silove also
adapts this general definition to China by stating that if America was trying to contain China it would be
“encircling China geographically, isolating China diplomatically and economically, and countering the
expansion in China’s extra-regional influence” (Silove, 2016, p. 52).
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In contrast to this comprehensive strategy to contain a target state, | define hedging as
(continuing to seek the benefits of economic engagement with the target state, while
simultaneously making significant investments to maintain the military superiority
needed to deter or defeat the target state) a commitment to maintaining the military
superiority needed to deter or defeat the target state, even if policymakers continue to pursue
economic engagement.®®

Hedging is most commonly used to describe various investment strategies in financial
markets, which are designed to provide investors with an insurance policy against
underperformance in one’s portfolio. However, in both financial markets and in geopolitics,
maintaining a hedge does entail costs for the entity seeking to hedge its bets. For example,
shorts and options do not optimize an individual’s return on investment if the stock or
investment meets or exceeds expectations. Thus, investors who were completely confident in
the future performance of their investments would have no reason to dedicate resources
towards hedging these investments, and instead would pursue an “all-in” strategy with respect
to that stock or investment. In the same respect, nations hedge against the possibility of conflict
by investing in their military as an insurance policy. If a nation were confident that they would
never experience conflict, then there would be no reason to invest vast resources into the
maintenance of a military. To use the proverbial “guns and butter” analogy, such a state could

divert all of its investments in “guns” back to “butter.”

8 There is a substantial literature that applies the concept of hedging to International Relations. See (Goh, 2005a,
2005b, 2006; Salman & Geeraerts, 2014; B. F. Tessman, 2012; B. Tessman & Wolfe, 2011). However, these
scholars restrict the application of hedging to “small and medium-sized states” (Goh, 2005a, p. 4). In fact, they
explicitly argue that “a country like the United States, which wields preponderant power in the international
system, cannot lay claim to hedging strategies... [because] hedging is, in fact, a luxury of the relatively weak
only” (Goh, 2006). | agree with their articulation of hedging as a strategy that weak states pursue as a middle
ground between balancing and bandwagoning more powerful states. However, | do not see any reason why these
are the only states that can pursue a hedging strategy. Instead, | contend that hedging can also be used by existing
hegemons in their relations with rising powers, and that this is, in fact, an apt description of the strategy that
American policymakers have pursued in trying to manage the rise of China.

29



Chapter 1

This general concept can also be applied at a more micro-level. For example, if
policymakers were confident that they would never experience conflict with another advanced
“near-peer competitor”, then there might still be the need to maintain forces designed to fight
counterterrorism and counterinsurgency campaigns. However, there would be little need for
investments in high-end weapons systems like battle ships, submarines, stealth fighters, the
nuclear triad, and a range of other weapon systems that are only necessary in a fight against
another developed industrial military like the Chinese or Russian militaries. At an even more
granular level, if American policymakers feared conflict with Russia was still a possibility, but
viewed a conflict with China as out of the question, then they might still develop these high-
end weapon systems. However, there would be no need to deploy them to the Asia-Pacific in
any large quantity. Instead, we would expect the overwhelming concentration of these assets
to be devoted to the European theatre.

Therefore, | argue that the decision of whether or not to employ a containment strategy
is based on an assessment of the target state’s behavior, which is seen as indicative of the
regime’s underlying intentions and disposition towards the use of force as a legitimate means
to attain its objectives. In opting for containment, policymakers are indicating that they view
the regime in question as being too unreasonable, untrustworthy, or irresponsible to cooperate
with and engage. In these instances, the goal is to limit the regime’s ability to threaten America
and its allies by denying it the economic resources and diplomatic recognition needed to fuel
its growth and power.

Deciding whether or not to employ a hedging strategy, in contrast, is based on a
calculation of both the target state’s behavior and its capabilities. Does the country in question
possess the military power to pose a significant threat? If so, and if there is a legitimate

possibility of conflict with that nation, then policymakers are likely to invest in maintaining
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the military strength required to deter or defeat the target state should it attempt to adopt a
revisionist agenda.

To help clarify these differences between the decision to contain, which is based on
calculations of the other state’s behavior, and the decision to hedge or not hedge, which is
based on calculations of both the other nation’s behavior and its military power, | use several
empirical examples.

Some states are deemed sufficiently aggressive and powerful that both hedging and
containment are warranted. America’s approach to the Soviet Union was a prime example of
this scenario. American policymakers viewed the Soviet Union as sufficiently aggressive in its
policies and expansionist in its ideology to warrant active containment. The Soviet military
was also sufficiently powerful to warrant massive investments in maintaining the defense
capabilities and force posture required to hedge the Soviets. Mao’s China, North Korea, the
Islamic Republic of Iran, and Saddam’s Iraq, while certainly not as militarily powerful as the
Soviet Union in comparative terms, have nonetheless been viewed as sufficiently powerful at
certain times to warrant significant investments in developing and deploying the forces and
weapons systems needed to deter and counter their military threat. Policymakers have also
viewed these regimes as sufficiently radical, aggressive, and intransigent to warrant
comprehensive containment.

For other states, policymakers see neither a need to contain nor a need to hedge. Two
groups of states fall in this category. First are those long-time American allies and partners,
many of whom are fellow liberal democracies. Even though the United Kingdom and France
both have powerful modern militaries, complete with nuclear weapons, American
policymakers are confident that they would never use these capabilities against America. As a
result, they see no need to hedge against these countries, much less try to contain their

economies. For example, Great Britain’s nuclear arsenal, its centrality to global markets, and
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its standing in international institutions would make it a formidable opponent. Therefore, a
purely material calculation should expect America to fear Great Britain far more than it does.®
However, because of the special relationship between the two countries, policymakers view a
conflict with Great Britain as virtually inconceivable. These reliable democratic partners
constitute the first group of states for which policymakers see no need to either contain or
hedge.

However, reliable American allies are not the only countries that fall into this category
of states that require neither hedging nor containing. There are a second group of states in this
category that are not long-time American allies. In fact, many of these states are forthright
about their desire to see reforms to the existing regional and global orders. However, as long
as policymakers calculate that these states are committed to pursuing these reform agendas
through peaceful means that accord with the prevailing norms of international society, there is
no need to contain the economies of these states. If these states also possess relatively weak
militaries, then there is also no need to invest in hedging. For example, American officials
might recognize that many countries, like Kenya, view certain aspects of the existing order as
unsatisfactory. However, policymakers do not believe that Kenya will attempt to use
aggressive military force against other states in order to achieve their desired reforms, which
means there is little reason for containment. Furthermore, even if Kenya did want to use force,
they simply do not possess the military strength to pose any sort of conventional threat to
America or its key allies. Hence, there is little need for the United States to invest significant
sums of money in trying to hedge the Kenyan militarily.

Hedging and containing are not always paired together, however. In some instances,

the United States has pursued economic and diplomatic containment, but has not invested

% See (Tannenwald, 2005; Wendt, 1992, 1999) for arguments to this effect, particularly as they relate to nuclear
weapons.
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significant resources in hedging. For decades, America sought to contain Cuba, but short of
the period when Havana was attempting to secure nuclear missiles from the Soviets during the
Cold War, American policymakers have not viewed Cuba’s military capabilities as a serious
threat to national security. Hence, there was little need to invest heavily in hedging against
Cuba’s military, even though Cuba is only ninety miles from the Florida coast. Likewise,
American policymakers actively sought to contain the Khmer Rouge regime in Cambodia and
the military junta in Burma. However, in neither instance did America invest significant
defense resources in trying to hedge against these “pariah” states. This was because they lacked
the military capabilities to threaten America or its key allies.

America has pursued the opposite approach towards China and Russia in the post-Cold
War period. For most of the past twenty-five years, both of these states were seen as sufficiently
reasonable and responsible to justify engagement. China and Russia (for most of the period)
have not been considered aggressively revisionist, but neither have they been viewed as being
completely reliable status-quo powers. For example, Ambassador Zoellick said of China’s rise,
“People may want a peaceful rise, but nobody is going to bet the farm on it.”®" Furthermore,
China and Russia do have the military capabilities to threaten American allies, and even the
American homeland. Therefore, policymakers deem them sufficiently powerful to warrant
investing significant resources in maintaining a strong military hedge against these nations.

Thus, policymakers chose to engage, but hedge.

57 (Zoellick, 2014)
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Table 1.1

Intersection of Containing and Hedging

Engage Contain
Status Quo Powers/Allies:
(NATO, Australia, Japan, etc) Weak Aggressive Revisionists:
No Hedge (Cambodia, Sudan, Burma, Cuba,
Weak Moderate Reformers: etc)

(Kenya, Mexico, Indonesia, etc)

Hedae Strong Moderate Reformers: Strong Aggressive Revisionists:
9 (China and Russia) (USSR, Iran, Irag, North Korea)

Another way to depict the relationship between containing and hedging is to construct

a decision-tree, like Figure 1.16.

Figure 1.16:
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Policymakers’ Assessment of Target State’s Regime Type

Viewed as Ally and/or Viewed as a Viewed as an
Status-quo Power Moderate Reformist Aggressively Revisionist
Militarily Militarily Militarily Militarily
Weak Powerful Weak Powerful
Engage and Engage and Engagebut  Containbut  Containand
No Hedge No Hedge Hedge No Hedge Hedge
U.K. Kenya China Cuba U.S.S.R.

In many ways, this description of America’s strategy towards China as being one of
engage, but hedge resembles Aaron Friedberg’s articulation of “congagement” in his book on
U.S.-China Relations, A Contest for Supremacy.®® Both assessments rest on the basic premise
that American policymakers have sought to both moderate and liberalize China through
engagement, while simultaneously maintaining a robust military advantage in the region as an
insurance policy. However, | argue that “engage but hedge” is a more precise articulation of
this strategy than “congagement”. The problem with “congagement” is that containment and
engagement are mutually exclusive strategies. If policymakers were seeking to contain China’s
power, then they could not justify an engagement policy that helped facilitate the rapid rise of

China’s power. Hedging, in contrast, does not indicate any desire to contain, and is therefore

% (Friedberg, 2011, ch. 4)
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not mutually exclusive with engagement. Instead, hedging reflects an assessment that the
positive outcomes that policymakers hope will emerge from engagement are not guaranteed.
Therefore, policymakers feel the need to maintain the military power to provide a veritable
stick in case Beijing decides to pursue a more aggressive and revisionist agenda despite the
many carrots it receives in the form of access to the liberal economic order.

However, carrot and stick is not synonymous with engagement and containment,
because the stick is only used as a punitive or defense mechanism. Thus, it is fundamentally a
calculation of behavior—not capabilities—that motivates the use of the stick. In contrast,
containment’s preoccupation with capabilities would indicate that China’s material rise would
inevitably motivate America to not only acquire, but also employ its stick. Engage but hedge,
by comparison, acknowledges that the U.S. is likely to make significant investments to retain
a large stick as an insurance policy. However, unlike containment, engage but hedge does not
expect China’s material rise to pre-ordain the ultimate use of this stick. Instead, the stick would
only be used in response to aggressive or threatening Chinese behavior. Thus, engage and
hedge is a more accurate description of the nuance inherent to America’s policy towards China
than “congagement”, and the 2x2 matrix of engage vs. contain and hedge vs. no hedge in Table
1.1 has greater potential to function as a general classification of great power strategies.

Since America’s approach to China in the post-Cold War era is the primary focus of
this study, it is important to explore in more detail how America’s policies towards China fit
the Engage but Hedge category. Most American policymakers would prefer a more liberal
economic system and a more democratic government in Beijing. However, unlike their view
of the Soviets, North Korea, Iran, and other “rogue” or aggressive revisionist states, American
policymakers have not viewed the Chinese leadership as being so aggressive, irresponsible, or
unpredictable so as to preclude engagement and cooperation. Therefore, instead of trying to

alienate and contain China, policymakers have believed that the optimal strategy is to engage
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China in the hope that this interdependence will eventually yield a more liberal and democratic
government. In the meantime, interdependence is expected to provide powerful economic
incentives for the regime to follow a moderate foreign policy.®® However, policymakers still
remain skeptical of China’s long-term intentions.”® They also worry that regardless of those
intentions, a crisis could emerge unintentionally, and propel both nations toward war.
Consequently, they continue to invest heavily in hedging these economic bets by retaining a
robust military advantage in the region.”* This hedging has three component approaches.
First, America invests significant taxpayer dollars into developing high-end, first-
generation offensive capabilities, like the F-35, the littoral combat ship, and other advanced
weapons systems designed to counter a “near-peer competitor”.”? China and Russia are the
only two countries that the U.S. Defense Department puts in this “near-peer” category. Thus,
countering these nations’ capabilities is the primary motivation for these investments. Once
the capabilities are developed, there is the subsequent decision of where to deploy them
regionally. To the extent that the Obama Administration’s “strategic pivot” did indicate that
an increasing percentage of these forces and capabilities would be allocated to Asia, this was
in response to the growing power of the Chinese military. However, while developing and
maintaining these capabilities does impose considerable economic costs on the American
taxpayers, no costs are imposed on China. Increasing the percentage of American warships in
the Pacific certainly does not constrain China’s economic growth or even its military

production. To use an analogy, if | fear my neighbor might be an arsonist, then I may

supplement the insurance policy on my home. However, this does not impose any costs on my

8 This argument is developed in much greater detail in the subsequent theory chapter.
0(B. Gates, 2015; Panetta, 2015; Zoellick, 2014)
1 (C. Wolf, 2015)

72 Scholars, like Nina Solove often categorize this component as “internal balancing”. For a more in-depth
discussion of this piece of America’s strategy, see (Silove, 2016, p. 67-74).
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neighbor, because the insurance premium comes exclusively out of my paycheck. Thus,
hedging requires serious investments on America’s part, but these investments do not impose
any costs on the Chinese.

Policymakers also hedge their economic bets by investing significant economic and
political capital into maintaining strong security partnerships with allies in the Asia-Pacific.”
As Secretary Hillary Clinton said in her announcement of the strategic pivot:

“Our treaty alliances with Japan, South Korea, Australia, the Philippines, and Thailand
are the fulcrum for our strategic turn to the Asia-Pacific...They leverage our regional
presence and enhance our regional leadership at a time of evolving security
challenges.”™

If a conflict with China did arise, America would rely heavily on these partners.
However, securing their support requires considerable investments from the United States.
First, it requires providing these states with advanced military capabilities—often at a heavily
discounted price. It also requires sending American soldiers, sailors, and airmen to train
alongside these forces so that they can more easily and efficiently be integrated into a combined
international force. Finally, it requires providing these countries with other incentives, like
favorable trade terms, generous amounts of foreign aid, greater market access, reliable FDI,
diplomatic support, and security guarantees. Again, this all requires investing significant
economic, diplomatic, and military capital that would not make sense in the absence of a
potential military threat. As with the first example, however, paying the cost to maintain these
security partnerships does nothing to constrain or damage China’s economy because both the
U.S. and its partners remain eager to do business with China.

The third way the United States pursues a hedging strategy is by prohibiting American-

based companies from exporting certain military technologies to China. ”® Because the

73 This is often referred to as “external balancing”. See (Silove, 2016, p.74-79) for a more detailed discussion.
" (H. Clinton, 2011)
5 (Keyser, 2014; Mahnken, 2015; McCormick, 2014; Schriver, 2014)
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exportation of these products would help—albeit only marginally—to equalize the massive
trade imbalance, there is an economic argument that the United States should not impose these
export controls.”® For example, by unilaterally restricting these exports, American corporations
lose lucrative markets for their products, and the U.S. government forfeits a substantial amount
of tax revenue that could be generated from these sales. Furthermore, unlike the previous two
methods of hedging, export controls do have a constraining effect on China’s military
capabilities. Indeed, this is their explicit intent. They also impose a marginally negative
externality on China’s civilian economy, because some of these technologies would also be
useful in civilian industries.”” Therefore, if any of America’s actions could be characterized as
containment, it would be these export controls.”

However, the standard by which these technologies are banned for export is exclusively
grounded in the technology’s relevance to the tactical balance of military and espionage
capabilities.”® While policymakers do consider the impact that these restrictions would have
on China’s domestic economy, the fact that a technology would boost domestic growth in
China is actually seen as a reason to approve a technology that might otherwise be denied.®
Therefore, these restrictions are definitely designed to maintain America’s relative advantage
in advanced weaponry; but unlike the case of North Korea and Iran, policymakers are not
relying on a more blunt strategy of trying to contain China’s overall economic growth.8! In the
case of Iran, North Korea, and other pariah states, the U.S. wants to limit these nations’ power

and influence in every respect, framing the entire relationship in a zero-sum context. With

76 (Hayden, 2014; Keith, 2014; Nye, 2014)

7 (Keith, 2014; McCormick, 2014)

8 (McCormick, 2014; Nye, 2014; Schriver, 2014)

S (Hayden, 2014; Keyser, 2014; McCormick, 2014; Nye, 2014; Petraeus, 2014; Rice, 2015)
80 (Hayden, 2014; McCormick, 2014)

81 (Baker, 2014; B. Gates, 2015; Huntsman, 2014; Wolfowitz, 2015)
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respect to China, the U.S. does maintain a zero-sum view towards China’s acquisition of high-
end military technologies. However, this is the only aspect of the relationship where this zero-
sum view dominates. In all other aspects of their economic and even security relations with
China, American policymakers maintain a positive-sum view of the potential gains to be
reaped from cooperation and engagement.®2 For example, the U.S. continues to seek to increase
and enhance bilateral and multilateral military exchanges and exercises with the Chinese to try
to build good will, trust, and understanding between the forces.®

Because American officials remain sufficiently concerned about Beijing’s long-term
ambitions and because both China’s current power and future power potential are substantial,
policymakers do feel that hedging against the possibility of Beijing taking a revisionist turn is
highly prudent. In fact, without a reliable hedge, policymakers’ willingness to make robust
bets on engagement would erode. This hedge requires maintaining a significant military
advantage.® In the current era, this advantage relies heavily on the relative balance of
advanced military technologies between the two forces.® Thus, even though policymakers do
maintain a zero-sum view of the relative distribution of these advanced military technologies,
this only constitutes a small portion of the relationship.®® More importantly, retaining the
advantage in this small portion of the relationship provides policymakers with the assurance
they need to maintain a much more positive-sum outlook for all other aspects of relations with
Beijing. Consequently, these export controls and the technological advantage in advanced

weaponry that they provide prevents policymakers from having to resort to the type of blunt

82 (P. Feaver, 2014; Huntsman, 2014; McCormick, 2014; Nye, 2014)

8 (B. Gates, 2015; R. Gates, 2014; Jones, 2015; Panetta, 2015; Sealock, 2014)
8 (B. Gates, 2015; Panetta, 2015; Zoellick, 2014)

8 (Carter, 2015; B. Gates, 2015; Hayden, 2014; Panetta, 2015; Petraeus, 2014)
% (Dollar, 2014; McCormick, 2014)
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instrument, comprehensive containment strategies employed against states like Iran and North
Korea.

In short, America has invested significant resources in hedging China, and as China’s
military continues to grow more powerful, American policymakers are likely to increase these
investments accordingly. However, the emphasis of this thesis is not on hedging, but
containment. So why has the U.S. not attempted to contain China, even though it has felt it
necessary to hedge against China? In other words, why has America’s engagement strategy
with China in the post-Cold War period differed so dramatically from the containment strategy
it used against the Soviet Union during the Cold War and that it has continued to use against
many so-called “rogue’ actors in the post-Cold War? Do material-centric or behavior-centric
explanations perform better in explaining these varying strategies? These are the fundamental

questions for this project, and the ones to which we now turn.

Path Forward:

This thesis will proceed as follows. Chapter 2 will construct my theory of why
American policymakers have consistently elected not to prioritize relative gains or pursue
containment in relations with China. Chapter 3 will then describe the methods that will be used
to test this theory. In Chapter 4, | conduct tests by evaluating this theory against America’s
actual policies throughout the period. This allows me to succinctly test each of the hypotheses
developed in Chapter 2 by comparing them with America’s actual post-Cold War strategy
towards China.

Following this broad application, subsequent chapters evaluate each post-Cold War

Presidential administration’s specific policies in greater detail. These historical chapters (5-8)
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are followed by a concluding chapter that summarizes the thesis’ findings and provides some

initial thoughts about the theory’s potential for further expansion and generalization.
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Chapter 2 Squaring the Circle:
A Theoretical Explanation for American Policymakers’ Strategy

In the following pages, | explain why policymakers have preferred engagement to
containment. | break down this explanation into a series of four hypotheses that build upon one

another sequentially.

Calculating Costs and Benefits:

Hypothesis 1 — Policymakers conduct a cost-benefit analysis (CBA) when
deciding whether to pursue engagement or containment.

| argue that when deciding whether to opt for a policy of containment that prioritizes
relative gains or one of engagement that prioritizes absolute gains, policymakers conduct a
basic cost-benefit analysis (CBA). This CBA accounts for both the short-term and long-term
costs and benefits of containment and compares them to the costs and benefits of engagement.
It also accounts for the costs and associated probabilities of a future conflict with the target
state for each of the two strategies.

In any given relationship, American policymakers are essentially trying to achieve
three outcomes: 1) maximize the absolute benefits that America reaps from the relationship, 2)
minimize the chance of conflict, and 3) minimize the costs America might suffer if conflict
does emerge. However, it is often difficult to achieve all three of these goals, especially if the
other state is growing faster as a result of the relationship and/or if the depth and breadth of
bilateral exposure is increasing rapidly. If the benefits of trade and engagement are growing
rapidly for both states, the likelihood of experiencing a conflict might be declining

dramatically. However, if the other country is growing relatively faster, or if the two economies
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are simply becoming more exposed to one another as a result of intensifying interdependence,
then the potential costs of a conflict for America are also likely rising. If policymakers try to
“fix” this by limiting their exposure or imposing more beggar-thy-neighbor trade terms to
equalize the relative growth rates, they reduce the overall welfare benefits that both nations
receive. This not only reduces the incentives to avoid conflict, but also threatens to initiate a
security spiral by sending alarming signals about each nation’s future intentions. Figure 2.1

captures the inherent tension in this decision.

Figure 2.1:

Trade-offs associated with containment and engagement

Effect of Engagement is: Effect of Containment is:
Decrease probability of conflict AND Increase probability of conflict AND
Increase benefits reaped from trade Decrease benefits reaped from trade

BUT BUT
Increase costs if conflict comes Decrease costs if conflict comes

In the absence of a Pareto-optimal choice, how do policymakers choose between these
two sub-optimal choices? | argue this ultimately depends on how much policymakers expect
to benefit from deep integration with the other state and how confident they are that this
integration will set the conditions for both short-term and long-term peace. Ultimately,
calculations about the cost of conflict are only relevant when policymakers lack confidence
that engagement and interdependence will sufficiently ameliorate the possibility of conflict.
Thus, as long as policymakers are confident that engagement will significantly lower the
probability of conflict in both the short and long-term, they are generally willing to rely on

military hedging to mitigate the costs of a potential conflict.
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| represent this choice framework with a basic equation. If policymakers calculate that
the expected benefits (Be) minus the expected probability of conflict (Pe) multiplied by the
associated costs of conflict (Ce) for engagement are greater than the expected benefits (Bc)
minus the expected probability of conflict (Pc) multiplied by the associated costs of conflict
(Cc) for containment, then policymakers will opt for engagement.
If Be — PeCe > Bc - PcCec, then expect engagement
Conversely:
If Be — PeCe < Bc - PcCec, then expect containment
This leads us to my first hypothesis:
H1—Policymakers conduct a cost-benefit analysis (CBA) when deciding whether
to pursue engagement or containment.®’

Figure 2.2:

Policymakers Conduct CBA of
Engagement vs. Containment

Policymakers’ CBA Policymakers’ CBA
Favors Engagement Favors Containment
Pursue Engagement Pursue Containment

87 H1 could be falsified in two ways. First, if policymakers’ were pursuing the same engagement strategy with
every country, then we could say that they were driven not by a rationalist decision-making process, but instead
by blind ideological commitments and beliefs. Second, H1 could be falsified if policymakers CBA favored
engagement or containment, but they consistently failed to act in accordance with the results of that CBA because
of domestic political pressures (i.e. policymakers wanted to pursue containment, but could not do so because it
was too unpopular domestically).
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The Importance of Causal Beliefs:

Hypothesis 2 — Policymakers’ a-priori beliefs about the causal effects of
engagement and containment undergird their CBA.

However, this CBA does not take place in a vacuum. Instead, policymakers approach
these calculations with a strong set of causal beliefs about what effects the various strategies
are likely to have under different scenarios. Goldstein and Keohane describe causal beliefs as
“road maps” that “provide guides for individuals on how to achieve their objectives...and
derive authority from their shared consensus among recognized elites.”% In the American
context, these causal beliefs have been predominately neoliberal in origin,®® and though there
are many variants of these neoliberal beliefs to which American policymakers subscribe, |
break them down into five basic assumptions:

1. Increased trade and interdependence benefits the U.S. economy.

2. Engagement and interdependence help moderate other states’ foreign policies.

3. Engagement and interdependence help facilitate reform and liberalization in target
states.

4. Consequently, engagement and interdependence reduce the likelihood of conflict.

5. In contrast, containment has a self-fulfilling effect, leading to unnecessary conflict.

The roots of these beliefs can be traced back to a range of theories and theorists from
the classically liberal, neoliberal, and new liberalism traditions. However, throughout this
thesis | will refer collectively to these five causal beliefs as neoliberal. | do not spend time
meticulously tracking the specific ideological genealogy of each of these beliefs because the
ultimate purpose of the thesis is not to adjudicate among the various strains of liberalism, but

to describe policymakers’ thought processes and underlying causal beliefs. Therefore, to the

8 (Goldstein and Koehane 1993, p. 10-12)
8 (Mahnken, 2015; Rice, 2015; Schake, 2015; Schwab, 2014; Tellis, 2015)
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extent that policymakers blend these liberal, neoliberal, and new liberal beliefs together
without trying to distinguish each belief’s specific historical genealogy, I will do the same. I
ultimately settle on using the label neoliberal as opposed to liberal to avoid the conceptual
baggage associated with liberal in the American domestic context. In particular, neoliberal
seems more palatable as a label for Republican foreign policymakers. Second, while these
beliefs stem from both liberal and neoliberal traditions, they are ultimately operationalized
through a CBA that is much more akin to the type of rational-actor model that neoliberalism

emphasizes.

Regardless of their genealogy or the label assigned to them, though, the important fact
is that these beliefs directly address the calculations that policymakers prioritize: how to
maximize the absolute benefits of trade and minimize the possibility of conflict. Therefore,
when infused into policymakers” CBA, these beliefs lead American policymakers to calculate
that engagement with other states will bring both short-term and long-term benefits to the
United States. In contrast, they fear that attempting to contain another state will impose both
short-term and long-term costs.?° Therefore, the only reason to pursue a containment strategy
with any given state is if policymakers fear that the state might later use the accumulation of
its relative gains to attack America or its allies, or to otherwise undermine the existing liberal
international order. Realists argue that in an anarchical environment this fear should trump all
other concerns, which is why they anticipate a relative-gains focused strategy like containment
from existing hegemons, like America. In contrast, while American policymakers recognize
that there is a possibility that nations who have benefitted from participation in the liberal order
will later use their cumulative gains to attack this order, they generally assign a very low

probability to this outcome. Furthermore, to the extent that they are worried about conflict, the

% (Keith, 2014; Lieberthal, 2014; C. Powell, 2014; Roy, 2014; Zoellick, 2014)
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causal beliefs highlighted above stress that engagement and interdependence are the best
mechanisms to lower the risk of conflict. In contrast, containment is seen to have a self-
fulfilling effect, leading to otherwise avoidable conflicts. Therefore, these beliefs tell
policymakers that engagement positively affects both of the factors they are prioritizing, while
containment negatively affects both factors.%*

This leads to my second hypothesis:

H2—Policymakers’ a-priori beliefs about the causal effects of engagement
and containment undergird their CBA.%

Figure 2.3:

The United States benefits
from increased engagement
and interdependence (E&I)

(E&I) helps moderate target
states’ foreign policies

CBA Favors
Engagement

(E&I) facilitates reform and
liberalization in target states

A 4

—> Policymakers’ CBA

(E&I) significantly reduces

the likelihood of conflict
Containment is self-fulfilling and
leads to unnecessary conflict

% Goldstein and Keohane say they are not interested in the cognitive explanations of how these ideas form. They
are only concerned with the latter analysis, which looks at, once formed, how do these causal beliefs affect policy?
Likewise, | am not looking at how or why policymakers in America have formed these beliefs. Only in how these
beliefs, once formed, affect their decision-making. See (Goldstein and Koehane 1993, p. 12).

92 This hypothesis could be falsified by demonstrating that these five beliefs do not reflect the underlying causal
beliefs that policymakers bring to their CBA. It could also be falsified by identifying cases where policymakers
have pursued containment despite applying these beliefs to relations with a given country. For example, if
policymakers were arguing both publically and privately that these neoliberal beliefs should be applied to relations
with a country while they were simultaneously advocating for containment of that country, then this hypothesis
would be falsified.
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Applying Different Beliefs to Different States:

Hypothesis 3—While policymakers’ default causal beliefs are neoliberal,
they do not apply these beliefs to all states.

While these neoliberal causal beliefs represent policymakers’ default assumptions
regarding the costs and benefits of engagement and containment, they are not applied to all
states. If these neoliberal beliefs were applied universally, then policymakers would never
pursue containment, and this would be a purely ideological explanation of American foreign
policy. However, American policymakers employed a containment strategy against numerous
countries during the Cold War—most notably the Soviet Union. Even in the post-Cold War
era, American policymakers have continued to rely on containment strategies in relations with
North Korea, Iran, Libya, Cuba, Iraq, Syria, Zimbabwe, Sudan, Burma, and a range of other
“pariah” or “rogue” states at various times. Why prefer engagement with some countries and
not with others? This is the primary question for the next hypothesis. For now, my only point
is that while American policymakers have continued to engage China, they have
simultaneously worked to contain other nations. Thus, while policymakers’ default beliefs and
calculus may favor engagement, there are clearly exceptions to this norm. Engagement might
be the norm for American post-Cold War policies, but it is not universal. This leads to my third
hypothesis:

H3—While policymakers’ default causal beliefs are neoliberal, they do not
apply these beliefs to all states.%

% This hypothesis could be falsified by demonstrating that policymakers were applying the five
neoliberal beliefs outlined in H2 to every relationship—not just most. In this instance, one would only
need to rely on an ideological explanation. As with H2, finding cases in which policymakers expressed
these views in relationship to a given country while simultaneously pursuing a containment strategy with
that country would also falsify this hypothesis.
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Figure 2.4:

Policymakers Choose Whether
to Apply Neoliberal Beliefs

/\

Policymakers Apply Policymakers Don’t Apply
Neoliberal Beliefs Neoliberal Beliefs
CBA Favors CBA Favors
Engagement Containment
Policymaker Pursue Policymakers Pursue
Engagement Containment

Deciding Which Beliefs to Apply to Which States:

H4—The target state’s behavior—not its relative size or growth—is what
influences policymakers’ causal beliefs about engagement.

So why apply these beliefs to relations with some countries and not others? If American
policymakers were prioritizing the relative distribution of material capabilities, then they
should have been far more likely to employ a containment strategy against China in the post-
Cold War than against any of the above-mentioned “rogue” states, which are far weaker than
China according to any calculation of power.

As an alternative to neorealism’s material-centric explanation, | offer a behavior-
centric explanation. Based on their interpretation of the target state’s behavior, policymakers
make an assessment about the nature of each country and the regime governing it. Is the regime

satisfied with the existing order, or is it unsatisfied? If it is unsatisfied, is it committed to
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revising those aspects with which it is unsatisfied through peaceful means that are in
accordance with prevailing norms of how countries should settle disputes with one another?
Or is it more likely to attempt a violent realignment of the existing order?

The ways in which policymakers answer these two questions lead to three categories
of states in terms of how they relate to the existing liberal order. The first are status-quo
powers. These states are largely satisfied with the structure and nature of the order.%* The
second category is moderate reformist powers. These states would prefer to see changes to the
existing order. However, policymakers calculate that these states are committed to pursuing
revisions through peaceful means. Finally, aggressive revisionist powers are those that want
to see major revisions to the existing order and are willing to use force to bring about these
changes.

Most nations fall in the moderate reformist camp. Examples could include any number
of countries in Latin America, Asia, Africa, and even some in Eastern Europe and the Middle
East. Indeed, this thesis argues that both China and Russia have been viewed as moderate
reformist powers for most of the post-Cold War era.®® The threshold for being classified as an
aggressive revisionist power is very high, which is why America has so seldom resorted to
full-scale containment of other nations in the post-Cold War era. Perhaps the most prominent
examples of states that American policymakers have put in this category in the post-Cold War
era are North Korea, Iran, and Irag—all three members of President George W. Bush’s

infamous “Axis of Evil.”

% No state—including the United States—is ever truly satisfied with all aspects of the existing order. However,
status quo powers are more or less content with the existing structure.

% In Chapter 8 of this thesis, | demonstrate that in recent years American policymakers have grown increasingly
alarmed by renewed assertiveness from both China and Russia. This has caused many policymakers to re-visit
their classification of China and Russia as moderate reformist states. | argue that while Putin’s actions in Ukraine
have caused many American policymakers to move Moscow into the more aggressively revisionist category,
Beijing’s actions have yet to reach most policymakers’ threshold for classification as an aggressive revisionist
state. Hence, engagement remains the dominant preference for China—much more so than for Russia.

% (J. Fuller, 2014)
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How does all of this relate to the question of when and why policymakers decide to
apply their neoliberal beliefs? Basically, | argue that these classifications help policymakers
anticipate how a given state will respond to different strategies—in this case, containment
versus engagement. For example, engaging with status quo powers is believed to create
substantial benefits from trade for both states. These benefits, in turn, create powerful
incentives for both nations to avoid conflict.

The same is true for moderate reformist states. Even though they may be unhappy with
certain aspects of the existing order, moderate reformists are not seen as likely to use force to
revise these areas of discontent. Therefore, while engaging these states and integrating them
more fully into the liberal order may eventually require adjustments to that order, the threat of
conflict (and hence the concern about relative gains) is mitigated from the beginning. As a
result, policymakers are willing to push for higher levels of interdependence, which is expected
to only increase the benefits for both states. These benefits are not only desirable in their own
right, but they also provide powerful incentives for both states to behave responsibly in order
to avoid a conflict that would jeopardize those benefits. American policymakers also calculate
that this high level of interaction with and exposure to the norms and institutions of the liberal
order will eventually help encourage domestic liberalization. Because these policymakers
believe that the threat of conflict within the community of liberal democracies is largely
obsolete, an engagement strategy that eventually normalizes the target state into this
community of liberal democracies will significantly ameliorate the threat of future conflict. In
contrast to all of the benefits of engagement, trying to contain these states would only have a
self-defeating effect by pushing these states from moderate reformist to aggressive revisionist.

For states that are already deemed aggressive revisionist, the initial threat of conflict is
felt to be much higher. Therefore, policymakers are more reluctant to engage these states from

the outset, because they fear that the state in question is likely to use any relative gains it might
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accrue against America in the future. For these states, policymakers do work to keep them as
weak and isolated as possible to minimize the damage they could do in a future conflict.
Because these states often approach relations from a more mercantilist point of view and
because they are deemed “untrustworthy” and “unreliable”, policymakers also lack the
confidence that trade and interdependence with aggressive revisionist states will actually
generate significant benefits for America. Furthermore, because these regimes almost always
maintain such a firm grip on their populations, American policymakers do not believe that the
liberalizing effects of engagement are likely to take root in those countries—much less
ultimately blossom. Consequently, policymakers fear that engaging aggressive revisionist
states will only embolden their aims and empower them to continue harassing their neighbors
and oppressing their people. In short, policymakers do not expect to benefit from engagement
with an aggressive revisionist state the way they do with status quo and even moderate
reformist states. More importantly, they fear that engaging an aggressive revisionist state will
increase not only the cost, but also the probability of conflict.

Because both moderate reformist and status quo powers are expected to respond
positively to engagement, we can consolidate status quo and moderate reformist into one
category. This dichotomizes our classification into two types: those states policymakers
believe they can trust to respond positively to engagement and those states for whom
policymakers fear engagement will not illicit positive responses and might even have
significant negative consequences by empowering these states to fulfill their aggressive
agendas.

How do policymakers assign states to these categories? A neorealist explanation would
emphasize the importance of material factors. The more powerful a state is, or perhaps more
importantly, the faster its power is rising relative to America’s, the more likely American

policymakers are to fear that country. Again, the problem with this material-centric explanation
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is that in the post-Cold War era, all of the nations that American policymakers have categorized
as aggressively revisionist have been smaller and growing more slowly than China. In light of
the inability of material factors to explain this classification, | argue that policymakers classify
states as status quo, moderate reformist, or aggressive revisionist based on their actual
behavior. Behaviors that indicate a genuine willingness to resolve disputes peacefully and in
accordance with the prevailing norms of the liberal order will ensure the state is classified as a
status quo or moderate reformist power worthy of engagement. Indeed, as mentioned
previously, states fall into this engagement category by default. The only conditions that cause
policymakers to even doubt—much less completely reject—these beliefs are when the state in
question behaves in ways that seem to indicate an aggressively revisionist agenda.

So what behaviors could cause policymakers to fear that the regime in question might
be an aggressive revisionist power? | outline four basic behaviors in descending order of
importance to policymakers. These are: using un-sanctioned military force against another
state to grab territory (particularly from an American ally or partner), actively supporting
terrorist networks intent on attacking America and its allies, waging systematic genocide, and
violently suppressing domestic calls for liberalization. In other words, | list two types of
external policies (using un-sanctioned military force and supporting terrorism) and two types
of internal policies (waging genocide and violent suppression of reform movements).

| argue that external behaviors are more likely than internal behaviors to cause
policymakers to label a state aggressively revisionist and pursue containment for three reasons.
First, the two internal categories of behavior are potentially more ambiguous and more
subjective than the two external behaviors. Second, because what constitutes aggressive or
unacceptable behavior when dealing with one’s own citizens enjoys less of a consensus across
the international community, it is harder to persuade other nations—or even the American

public—that employing violence against one’s own citizens is worthy of labeling a state a
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“rogue” actor and subsequently bearing the costs of containment. This is important because
American policymakers prefer to work in international coalitions when constructing a
containment regime. Trying to execute a unilateral containment regime is far costlier and far
less effective in the globalized era than relying on multilateral sanctions that include at least
the tacit compliance of the other major economies.®” Third, internal actions, by definition, pose
less of an immediate threat to America and its allies than the two external behaviors.

Two clarifying statements should be made at this point. First, while these claims about
what impact different behaviors have on policymakers’ thinking could easily be framed in
generalizable terms, this thesis is only assessing their relevance to America’s approach to
China in the post-Cold War era. Thus, the specific claim here is that | only expect to see
American policymakers questioning engagement with China and the neoliberal causal beliefs
that undergird this strategy in the aftermath of Chinese behaviors that fall under one of the
above four categories. In Chapter 4 and 9, | will also give some initial evidence that would
indicate the ability of this claim to be extended beyond America’s approach to China.
However, any comments on these claims’ more general applicability are downgraded to
constituting only initial findings with the hope of further exploration in future projects.

Second, | do not argue that if another state takes any one of these four aggressive
actions that American policymakers will inevitably reject their neoliberal beliefs and push for
containment. There are countless factors at the international, domestic, bureaucratic, and even
individual levels that play a role in determining whether any re-evaluation of engagement will
ultimately result in its abandonment. While one can try to describe the ways in which these
factors interacted in hindsight, I do not think there is any reliable way to predict how they will
play out in ongoing cases...much less make deterministic claims about how these factors will

interact in all cases.

9 (Wolfowitz, 2015; Zoellick, 2014)
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Therefore, my argument is two-fold. First, if China takes actions that fall into one of
the above four categories of behavior, these actions will trigger policymakers to conduct a re-
evaluation of America’s engagement strategy. Second, such a re-evaluation will only take
place as a result of one of these behaviors—not simply as a result of China’s rising power and
influence.

my fourth and final hypothesis:

H4—The target state’s behavior—not its relative size or growth—is what
influences policymakers’ causal beliefs about engagement.

Figure 2.5:
Importance of Behavior in Shaping Policymakers’ Strategic Preferences

Target State Behavior

Reflective of Reflective of Reflective of
Status-quo Power Moderate Reformist Power Aggressive Revisionist Power
Policymakers expect these states Policymakers fear these states will
To Respond Positively to Engagement Respond Negatively to Engagement
Policymakers Apply their Policymakers do not Apply their
Neoliberal Beliefs to their CBAs Neoliberal Beliefs to their CBAs
Policymakers Pursue Policymakers Pursue
Engagement Containment
Summary:

In total, this leaves four core hypotheses, which are summarized in Table 2.1:

Table 2.1:
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Four Core Hypotheses of the Thesis

H1 Policymakers conduct a cost-benefit analysis (CBA) when deciding whether to
pursue engagement or containment.

H2 Policymakers’ a-priori beliefs about the causal effects of engagement and
containment undergird this CBA.

H3 | While policymakers’ default causal beliefs are neoliberal, they do not apply these
beliefs universally or indiscriminately.

H4 | The target state’s behavior—not its relative size or growth—is what influences
policymakers causal beliefs about engagement.

As these hypotheses and the above discussion demonstrate, my argument is neither
wholly based on dispassionate bean counting, nor wholly ideologically determined. In this
instance, policymakers do use a rational CBA framework to evaluate whether to pursue a
containment or engagement strategy. However, policymakers do not approach this CBA void
of underlying causal beliefs about the general effects of engagement; specifically, a CBA of
engagement relies on a priori beliefs about the effects of engagement, especially on how
regime characteristics and the benefits of engagement itself change the likelihood of conflict.%®

These neoliberal causal beliefs are pervasive within the American foreign policy
establishment and play a vital role in driving American policymakers’ CBA. However,
ideology and beliefs alone are not sufficient because policymakers do not apply them
universally or indiscriminately. Instead, they decide whether or not to apply these beliefs in a
given case based off how they expect the other state to respond to engagement. This expected

response is dependent on how policymakers interpret the other state’s behavior, which makes

% Realists also bring a priori beliefs to their CBA. However, their causal beliefs highlight that conflict is
inevitable—or at least highly likely—between rising and declining great powers. Hence, they do not believe
policies that aim to reduce the probability of conflict are rational if they also increase the costs one will experience
in a future conflict. Therefore, both sides bring a priori beliefs to their analysis. Neorealists view engagement and
cooperation as futile attempts to escape the inevitability of conflict. Neoliberals reject this realist premise that
conflict is inevitable, and instead fear that containment is often a self-fulfilling strategy that results in otherwise
avoidable conflicts.
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this a rational assessment. In the process, policymakers may make miscalculations. However,
these mistakes are acceptable within a theory of bounded rationality, which acknowledges that
policymakers are encumbered by various cognitive constraints, as well as a lack of complete
information. Therefore, these neoliberal causal beliefs are foundational not because they
override rational analysis, but because they shape policymakers' understandings of the
mechanics of engagement and the dynamics of interdependence in an American-led

international order.

Placing my Argument in the Literature:

Where does my argument fall within the existing IR literature? Perhaps it is easiest to
begin by reiterating its foil—structural realism of the Kenneth Waltz and John Mearsheimer
variety. As | have stated, a material-centric argument like structural realism would anticipate
that America (as the leading hegemon) would do all it could to contain China (its rising
challenger). Indeed, John Mearsheimer has predicted this outcome throughout the post-Cold
War period, including in a 2006 article, in which he summarized his position candidly:

“Can China rise peacefully? My answer is no. If China continues its impressive
economic growth over the next few decades, the United States and China are likely to
engage in an intense security competition with considerable potential for
war...Therefore, the United States can be expected to go to great lengths to contain
China and ultimately weaken it to the point where it is no longer capable of ruling the
roost in Asia [my italics]. In essence, America is likely to behave toward China much
the way it behaved toward the Soviet Union during the Cold War.”%

As the evidence in the subsequent chapters will demonstrate, America’s actual policy
towards China in the post-Cold War era could not be more diametrically opposed to
Mearsheimer’s prediction. Thus, my primary antagonist is structural realism, or any theory for
which material factors of relative power serve as the basis upon which states are expected to

make decisions.

% (J. J. Mearsheimer, 2006, p. 160-162)
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There are, of course, a myriad of other authors who would join this thesis in rejecting
the utility of Mearsheimer and other neorealists in understanding America’s post-Cold War
foreign policy decisions. However, perhaps the theoretical work most helpful in providing an
overarching framework for my thesis is Stephen Walt’s Balance of Threat (BOT) theory, which
he developed in his article and book on The Origins of Alliances.!® BOT is a refinement of
Waltz’s Balance of Power (BOP) theory.!%t Unlike Waltz, Walt does not look solely at the
distribution of relative power within the system as the only independent variable driving state
behavior—particularly the choice of whether to bandwagon with or balance against an existing
or rising great power. Instead, Walt includes four variables in his theory: aggregate power,
geographic proximity, offensive capabilities, and offensive intentions.'%2 These four variables
provide a helpful framework for my own theory, and Walt’s model is one that is broadly
understood throughout the literature. However, this model does require some adaptation
because Walt and | are not exploring identical questions.

First, Walt is primarily interested in how medium and small states (second tier states)
respond to one another and to more powerful states. This is most evident by the fact that Walt
uses the formation of alliances in the Middle East for his case studies.'®® The Middle East is a
classic case of small and medium powers deciding how to relate to one another and to the
outside great powers that are heavily invested in the region. In contrast, | am asking how the
system leader (US) responds to the rise of a clear potential challenger (China). While both of
these questions are examining the same relationship, they are approaching it from two different

points of view. | am looking at the relationship from the view of the more powerful state. Walt

100 (walt, 1985, 1990)
101 (Waltz, 1979)

102 (walt, 1985, p. 9)
103 (Walt, 1985, 1990)
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is examining it from the perspective of the less powerful state. Nonetheless, his BOT model is
useful for framing the calculus of both nations.

The second difference is that | am asking why states choose to engage or contain. This
is similar to Walt’s question of whether they bandwagon or balance. However, they are still
separate questions because while both states can balance, bandwagoning is a strategy only
considered by less powerful states. For example, China might choose to bandwagon with the
United States, but it is hard to see how the U.S. would choose to bandwagon with China. The
U.S. no doubt has a choice of whether to engage China or not, but engagement carries a
different connotation than bandwagoning, which by definition implies that the less powerful
state is choosing to cast its lot with (or bandwagon with) a more powerful state in order to
secure the more powerful state’s protection and avoid its wrath.!% In contrast, both the less
powerful and more powerful state can choose to engage or not because engagement does not
carry explicit or latent understandings of power differentials between the two actors. By the
same token, the U.S. could choose to contain China, but it is hard to see how China, as the less
powerful state would attempt to contain the U.S. Regardless of these minor definitional
differences, Walt’s theory and my own are both fundamentally asking whether the state in
question will cooperate with or work against the target state in question. Thus, the model he
provides—in particular the four variables he outlines as potential factors that policymakers
consider—is helpful for framing the variables in my own theory.

Which of Walt’s four variables are relevant for my behavior-centric theory? Walt’s first
variable is aggregate power. In my research, | found no evidence that calculations of aggregate
power play a role in policymakers’ decision to engage or contain or their decision to hedge or
not hedge. Therefore, aggregate power is not included in my model of state behavior. In fact,

my theory explicitly rejects the relevance of aggregate power for understanding how American

104 See (Walt, 1990) for a more thorough discussion of bandwagoning.
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foreign policy leaders in the post-Cold War era have decided which states to contain and which
ones to engage.

| do not evaluate Walt’s second variable regarding the importance of geographic
proximity. | do not discount its relevance to other empirical and theoretical questions, but none
of the policymakers with whom | talked mentioned geographic proximity as playing a role in
their decisions of whether to engage or contain. More importantly, because the primary focus
of this thesis is a detailed analysis of America’s relations with China—not a cross-comparison
of America’s relations with many different states—there is no way to assess the importance of
geographic proximity because there is no variation in proximity.

Instead, I focus on Walt’s later two variables: offensive capabilities and offensive
intentions. In particular, 1 argue that policymakers consider the target state’s offensive
capabilities in deciding whether to invest the military and diplomatic resources required to
hedge the target state or not. However, | argue that offensive capabilities do not factor into
policymakers’ calculus of whether to engage or contain a given state. For this decision, | argue
that policymakers care only whether the target state is perceived to have what Walt calls
offensive intentions. Therefore, Walt’s offensive intentions constitute the primary independent
variable for my thesis. | then demonstrate that policymakers determine whether the state in
question has offensive intentions or not based on its actual behavior.

In summary, | argue that whether or not policymakers assess the target state as having
offensive intentions or not is the key factor in determining whether policymakers favor an
engagement or containment strategy with the state in question. This assessment is, in turn,
dependent on how policymakers interpret the target state’s behavior. Behaviors that indicate a
willingness to use force to revise the existing liberal order or threaten America and its allies
will result in policymakers classifying the state in question as an aggressively revisionist state

with offensive intentions, and hence result in a containment strategy. Policymakers do consider
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offensive capabilities when deciding whether to hedge or not hedge these engagement bets by
committing significant resources to maintain a definitive military advantage over the target
state in its respective region. However, I do not consider Walt’s first two variable, aggregate
power and geographic proximity, in my analysis. Indeed, | demonstrate conclusively that
aggregate power has not factored into either American policymakers’ decision to engage or
contain or their decision to hedge or not hedge in the post-Cold War era. Table 2.2 summarizes
these findings:

Relevance of Walt’s Four Variables to this Thesis:

Aggregate Power Explicitly rejected; no relevance to any of policymakers’
calculations

Geographic Proximity Not evaluated; no variation because proximity does not vary within
a single case

Offensive Capabilities Relevant to calculations of whether to hedge or not hedge, but not
relevant to calculations of whether to engage or contain

Offensive Intentions Relevant to decisions of whether to engage or hedge, which is the
central focus of this thesis; revealed through target state behavior

Potential Alternative Explanations:

In the chapters for each post-Cold War administration (Chapters 5-8), | address a range
of alternative explanations that could be offered for why America has maintained a positive-
sum strategy of neoliberal engagement with China in the post-Cold War era. However, there
are two over-arching alternative explanations that | feel are important to address in the theory
sections at the beginning of this thesis. The first alternative hypothesis would be that
policymakers would have preferred containment or at least more moderated levels of
engagement and interdependence, but were compelled to pursue a more comprehensive
strategy of deep and expansive interdependence because of pressure from powerful
corporations that wanted access to the vast Chinese markets. I label this the corporate capture

argument. This hypothesis essentially argues that the American political system—to include
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its foreign policy establishment—was effectively captured by large corporate interests
concerned not with the national interest, but with their own private profit.

ALTERNATIVE HYPOTHESIS #1: American policymakers preferred
containment, but powerful business interests forced them to pursue a neoliberal
engagement strategy in order to boost corporate profits.

Another potential alternative explanation would fit with those arguments that stress the
unique characteristics of a unipolar structure. For example, neoclassical realist scholars like
William Wohlforth, Randal Schweller, and Gideon Rose have argued that the reason second-
tier states, like those in Europe, did not switch to a balancing strategy vis-a-vis the United
States after the collapse of the Soviet Union was because America’s power surpassed that of
all other states by such a wide margin that any attempt to build a balancing coalition would
have been futile.!® A structural realist might transfer this same “unipolar moment” argument
to justify why America has not attempted to contain China. This sort of argument might assert
that America has not pursued containment or prioritized relative gains with China because it
has enjoyed such a commanding lead in both economic and military power that even though
China was identified as the leading potential challenger, they were still so far behind the U.S.
(particularly in military power) that policymakers remained unconcerned with relative gains.
American policymakers were able to focus on the absolute benefits to be reaped from
engagement because China was so far behind America in relative power that it would take
many decades of accruing relative gains before China could really be in a position to challenge
America for regional—much less global—superiority.

ALTERNATIVE HYPOTHESIS #2: American policymakers were willing to
pursue engagement only because the unique characteristics of the unipolar order
meant they were able to discount concerns about relative gains.

195 For a more detailed discussion of these sorts of arguments, see: (P. D. Feaver et al., 2000; Rose, 1998;
Schweller, 2004; Wohlforth, 1994, 1999)

63



Chapter 2

As with my own hypotheses, | do not provide evidence in favor or against these
competing theories in this chapter. | establish them as possible alternative explanations, but

will wait to evaluate their merits alongside my own hypotheses in Chapters 4 - 9.
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Chapter 3 The Road Map and the Rule Book:

A Description of Methods and Structure

Methods:

Because my puzzle focuses on explaining elite perceptions and reactions, my primary
method is elite interviewing. While this is a very effective method for this type of research
question, interviewing elites presents many challenges. 1%¢ First, former policymakers—
especially those who have been out of office for a long period—frequently forget some of the
more granular details of their time in office. To help mitigate this problem, | sent any specific
factual questions to the interviewee at least one week in advance. This gave them time to
review their personal files, if necessary.

A second danger with elite interviews is the introduction of bias. In order to mitigate
the effect of this bias, | took several precautions. First, | interviewed numerous well-known
China skeptics, because they would be the least likely to support my theory.%” Second, my
questions always specifically asked whether interviewees remembered other officials
advocating for containment. Former officials tend to highlight differences between their own
positions and those of their rivals, so asking whether other officials were expressing relative
gains concerns ensured that the coverage extended beyond the group of people who spoke to

me.108 This was particularly helpful because several of my interviewees had held senior posts

106 See (Aberbach & Rockman, 2002; Berry, 2002; Dexter, 2006; Lilleker, 2003; Richards, 1996) for information
on the challenges and dangers of elite interviewing and how to overcome those.

107 Examples include (among others) Daniel Blumenthal, Kurt Campbell, Bridge Colby, Douglas Feith, Aaron
Friedberg, Andrew May, Michael Pillsbury, and Ashley Tellis.

108 See (Berry, 2002; Dexter, 2006; Lilleker, 2003) for detailed discussion on the merits of this approach.
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for three and four decades. An example is Ambassador Winston Lord. Lord was Henry
Kissinger’s deputy on the secret envoy to China in 1971, and has remained at the center of
China policy since then. When | asked him whether he remembers others arguing for
containment, he said:

“In over 40 years of working on China policy, | do not recall a single senior
[American] official calling for us to contain China economically. There were always
disputes on the military and human rights issues, but never any serious discussion about
China’s economic growth posing a threat to the US. We couldn’t have anticipated how
rapidly China would develop back in the 1970s and 1980s, but if we had, that would
only have affirmed the importance of engaging China. Of course, as China has grown
and our interdependence has deepened, we have encountered more points of
disagreement, but this has not eroded the fundamental desire to pursue a broad-based
engagement strategy with China."1%°

As a third precaution, | included a roughly equal number of Republicans (40),
Democrats (34), and Non-partisan civil servants and uniformed personnel (27).11° In the hyper-
partisan environment in Washington, this bipartisan coverage (to include non-partisan
bureaucrats and officers) was important to shield against allowing either political party to sway
the results of this project by misrepresenting their own views or those of the other party. Fourth,
| wanted to ensure that none of the key departments or agencies involved in setting China
policy were excluded or over-represented. For example, if | only looked at the economic
agencies and departments like the Department of Treasury and Commerce Department, then |
would likely miss many of the security concerns that members of the Defense Department or
Intelligence agencies might prioritize. Therefore, | carefully selected a roughly equal number

of interviewees from the following four general wings of the Executive Branch:

1. Senior staff and political appointees of the State Department

109 (Lord, 2014)

110 There are more Republicans primarily because the current administration is Democratic. This limited access
to those officials still in the Obama administration. Furthermore, many of the Obama officials also served in the
Clinton administration, which meant that | had somewhat more restricted coverage of Clinton than Bush 43, as
well.
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2. Senior staff, uniformed personnel, and political appointees of the Defense Department
and Intelligence Agencies

3. White House Staff, including members of the National Security Council and the
National Economic Council

4. Senior staff and political appointees of the economic departments and agencies
(Treasury Department, Commerce Department, US Trade Representatives
Office)

Fifth, the interviews took place in 2014 and 2015, during a period when elite concerns
about China had reached an all-time high for the post-Cold War period. The fact that most of
these interviewees’ concerns about China were much higher at the time of the interviews than
they had been during their actual tenure in government means that their responses should have
over-emphasized—not under-emphasized—their relative gains concerns in hindsight. In fact,
several of the interviewees conceded that in post-rationalizing their opinions and arguments,
they were probably exaggerating their concerns to conform to their current outlook. !
Therefore, if anything, we would expect policymakers’ interview responses in 2014 and 2015
to have been more sympathetic to containment and relative gains than when they actually held
office.? Sixth, as mentioned in Chapter 1, the public sentiment during this period was
decidedly anti-China and anti-trade. Hence, interviewees who were trying to conform to the
current political climate and posture for an appointment in a future administration for either
party would have been more likely to over-exaggerate their concerns regarding China’s rise
and down-play their previous support for America’s neoliberal trade and economic policies
with China. Finally, as discussed in Chapter 1, | structured the questions to encourage

responses that favored relative gains arguments, and after transcribing the interviews and

inserting the relevant quotes into the text of the thesis, | then sent all of the quotes back to the

111 (Berger, 2015; Scowcroft, 2014; Shirk, 2014)

112 For a more detailed discussion on this topic, see Chapter 1.
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interviewees in textual context for their final approval to ensure that | was not misrepresenting
their true intent. | found that to the extent that interviewees amended their quotes at all, they
were revising them to reflect more—not less—emphasis on engagement, and less—not more—
concern over relative gains.

There might be concerns that no Chinese officials were interviewed for this project.
This is because China was winning the relative gains competition, so there is no puzzle as to
why they would continue favoring engagement from a relative gains framework. Furthermore,
China was on the outside of the institutions and regimes that America had built, and while
China was rising rapidly, it was still weaker militarily, diplomatically, and economically than
the United States. Hence China was simply not in a position to contain America. Finally, my
status as an American Army officer and my background working for the American intelligence
community would have made interviewing senior Chinese officials impossible. In recognition
of these constraints, the thesis explicitly restricts its claims to describing the priorities of
American policymakers. It does not venture to make claims regarding Chinese policymakers’
priorities.

To confirm the interview responses, | have also conducted archival work at the George
H. W. Bush library. The Bill Clinton and George W. Bush libraries have still not declassified
most of their documents, but | have been able to retrieve some documents from the primary
crises and decision points for those administrations. I also read and have included quotes from
numerous speeches, public statements, autobiographies, and memoirs of the presidents and
their senior advisers. Beyond personal accounts, | reviewed journal articles and editorial pieces
from the critical junctures discussed in the empirical chapters. Finally, in the subsequent
chapters I cite a wide swath of the secondary historical accounts of America’s policy towards

China in the post-Cold War era.
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The historical analysis in chapters 5-8 will follow the progression of US-China
relations chronologically, focusing on what David Lampton refers to as the “critical junctures”
in the relationship. I find this approach useful because, as Lampton describes:

“At these critical junctures, Chinese and American leaders considered the costs of
dramatically deteriorating bilateral relations and stepped back from the precipice in
order to halt the decline or move in more productive directions.”**3

Likewise, Jean Garrison points out that the agency of a president and his advisers are
highest in times of major crisis or turmoil, which she calls “historic opportunities for
change.”'!* Indeed, | see two reasons to focus on these critical junctures.

First, senior policymakers have tremendous demands on their time, which means that
they often find themselves running from crisis to crisis. As long-time government official and
academic Kori Schake put it, “The focus is always on the wolves nearest the sled.” ™
Therefore, the degree of attention that policymakers devote to China or any other country or
set of issues is not consistent. Rather it is sporadic, with tremendous attention focused on the
relationship during critical decision-points or crises, which are separated by longer periods
when minimal attention is allocated to that state or policy issue. During these periods, the
relationship often functions on autopilot with lower level bureaucrats executing the strategies
outlined by senior policymakers. Therefore, looking at these critical junctures provides the
most concentrated material from interviews, internal documents, public statements, and the
secondary literature. Second, if the US was going to change course and adopt a relative gains
or containment strategy, this change would most likely occur at one of these critical junctures.

Even if a relative-gains policy was not adopted, these are the periods when we should see

113 (Lampton 15)
114 Garrison (187-188)
115 Schake 2015
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advocates of a more hawkish policy (both in and out of government) making their most
concerted appeals for containment.

Among these critical junctures, | am particularly interested in instances when China
behaved in ways that would cause American policymakers concern that China might not be
committed to a peaceful rise or might not be prepared to fully normalize into the liberal order.
Examples include the Tiananmen Massacres in 1989 when Beijing violently suppressed
democratic protests; the Taiwan Straits Crisis in 1995-1996 when Beijing used military
exercises and threats to bully the Taiwanese people in anticipation of their first fully
democratic elections; the EP-3 crisis in 2001 when a Chinese fighter pilot collided with an
American spy plane; and the rapid increase in Chinese assertiveness over territorial disputes
that began in late 2009 and has continued through the present.

An astute China observer will notice that there are other flash-points, like the 1998
Belgrade Embassy bombing or the 1993 Yinhe incident, which are not included in this analysis.
This is quite simply because | focus only on the flashpoints instigated by a Chinese behavior
that American policymakers might interpret as overly aggressive. In the instance of the
Belgrade bombing, it was an American plane that bombed sovereign Chinese soil, killing three
Chinese citizens. Therefore, it is highly unlikely that Washington’s own mistake would
motivate American policymakers to consider labeling China an aggressive actor or switching
to containment. Likewise, in the instance of the Yinhe case, faulty American intelligence
resulted in Washington instructing the U.S. Navy to harass, detain, and ultimately board a
Chinese ocean freighter suspected of carrying chemical weapons to Iran. The U.S. inspectors
failed to find any evidence of chemical weapons when they boarded the ship, which was
immensely embarrassing for the U.S. Because the U.S. was at fault, there is no puzzle as to
why this flashpoint failed to motivate Washington to adopt a more hardline approach towards

Beijing. Thus, | focus only on those cases in which China was the guilty party or at least equally
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responsible for initiating the crisis, because these are the instances when we would most expect
Washington to re-consider adopting a more hardline approach, and hence are the toughest cases
for my argument.

The one other group of cases that | consider are those in which the U.S. was confronted
with a decision to either maintain current levels of engagement or dramatically accelerate the
pace of integration, which would also make it increasingly difficult for future administration
to disentangle the relationship and embark on a containment strategy. Even though these are
not cases in which China’s behavior would be expected to spark calls for containment, we
would expect those who were skeptical of China’s intentions to be most vocal in cautioning
against further expanding engagement and deepening interdependence. Primary examples of
these sorts of decisions include: the Clinton Administration’s decision to grant China
Permanent Normal Trade Relations (PNTR) and support their ascension to the World Trade
Organization (WTO); the Bush 43 administration’s decision to institutionalize a senior bilateral
dialogue through the Senior Economic Dialogue (SED) that explicitly set aside many perennial
disputes in order to advance economic engagement and interdependence; and both the Bush
43 and Obama administrations’ choice to use the 2008 financial crisis as a pretense for
increased cooperation—as opposed to using it as an excuse for retrenchment. These were all
instances in which policymakers concerned about China’s rise would have been most likely to
try to prevent further bilateral integration. In total, that leaves the following sub-cases within

the larger administration cases:

Bush 41 and Clinton Tiananmen Aftermath

Clinton 1995-1996 Taiwan Straits Crisis

Clinton and Bush 43 China’s WTO Accession and PNTR extension
Bush 43 EP-3 Crisis

Bush 43 Establishment of Strategic Economic Dialogue
Bush 43 and Obama 2008 Financial Crisis

Obama Beijing’s increased territorial assertiveness
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General Framework for Judging Containment vs. Engagement:

Before moving to the historical chapters, | want to establish a common framework for
assessing whether each administration was pursuing a neoliberal engagement strategy or a
neorealist containment strategy. This framework will be used in each of the administration
chapters (Chapters 5-8).

Former Director of Policy Planning at the State Department, Steve Krasner, gave a
good summary of what a relative gains and containment strategy would have looked like and
how that differed from the strategy of the Bush administration:

“If we had wanted to contain China, we would have blocked American investment into
China, blocked their accession to the WTO. We could have prevented them from
buying US debt, and we never did any of that. We were never taking a relative gains
approach to China...period! Even when we were taking tough positions like
threatening with currency manipulation, it was based off of domestic political interests
or a desire to try to improve America’s economy, independent of what relative impact
it had regarding China.”*®

As Krasner’s quote highlights, to say that an administration was pursuing a neorealist
containment strategy that prioritized relative gains, two conditions must be met. First, the
administration must pursue or want to pursue policies that adversely affect China’s economic
growth and development. Second, containing China’s economic growth must be the primary
reason for pursuing these policies. If the administration’s policies have the effect of
constraining China’s economy, but are motivated by a desire to change or punish certain
Chinese behaviors, then this is not a containment strategy, nor does it reflect a primacy being
placed on relative gains.!’

For example, if the Chinese violate the Missile Control Regime by proliferating missile
technology, then the U.S. is legally obligated to impose sanctions. These sanctions have a

negative impact on China’s economy, but this is not their ultimate intent. Instead, the goal of

116 (Krasner, 2014)

117 This concept is developed more fully in the actual thesis, but there is not sufficient space here.
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the sanctions is simply to stop China from proliferating weapons. However, the actual tools
available to a president for coercing, punishing, or enticing other states are limited, which
means the same tool may be used for multiple different purposes.!*® Therefore, to say that a
given policy reflects a neorealist strategy of containment requires one to demonstrate that a
given policy not only had the effect of constraining China’s economic growth and
development, but also had containing its economic growth as the primary motivation.

Within this context, the following paragraphs give the general outlines of three possible
strategies containment, conditional engagement, and comprehensive engagement. Obviously,
relative gains concerns would be paramount for a strategy of containment and virtually
irrelevant under a strategy of comprehensive engagement. | also include conditional
engagement as an intermediary framework. While 1 did not find any policymakers advocating
for containment in the post-Cold War era, some have supported a strategy of conditional
engagement. However, it is important to clarify that conditional engagement does not mean
that any priority is being placed on relative gains, nor are proponents of this strategy any more
sympathetic to Machiavellian objectives of undermining or containing China’s growth.
Proponents of conditional engagement are firmly in agreement with their counterparts in the
comprehensive engagement camp that a neoliberal strategy of engagement is the desired end
goal. However, they simply feel that some aspects of this engagement should be contingent on
Beijing complying with the core tenants of the liberal order from which China is benefiting
tremendously.!®
For some advocates of conditional engagement, this is a normative stance. They do not

feel it is fair for China to receive the full benefits of engagement if it is unwilling to shoulder

118 (Rice 2011, p.645-646)
119 (Christopher, 2001; W. Clinton, 1993; Lord, 1989)
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the responsibility of what Robert Zoellick later referred to as a “responsible stakeholder” .12

For others, it is a strategic calculation. They believe the importance of the American market to
China’s economy should provide Washington with leverage to force Beijing into greater
compliance on trade, human rights, and nonproliferation practices. To not place conditions on
engagement—in this view—is to waste this leverage. In contrast, proponents of comprehensive
engagement do not believe that Beijing will comply with formal conditions, and therefore
conclude that the best strategy is to continue to push comprehensive engagement, even if
China’s progress in certain areas is frustratingly slow.'?! Regardless, both camps fully support
a strategy of neoliberal engagement as the ultimate goal, and the empirical chapters will
demonstrate that the overwhelming consensus has been behind unconditional engagement.

In constructing the outlines of these hypothetical strategies, | have broken down the
aspects of each strategy into four central questions. The answers to these questions will
distinguish among the three strategies.

1. What was the administration’s general approach and outlook on trade and investment with
China?

An administration committed to a strategy of containment would oppose trade with
China unless America was winning the relative gains competition. If this could not be
achieved, it would attempt to sever trade completely or at least restrict it by raising tariffs,
increasing import quotas, and revoking China’s Most-Favored-Nation trade status.

A strategy of conditional engagement would want to engage China, but would insist
that China must first comply with the rules and norms of the liberal order. In particular, we

would expect the administration to support withholding China’s most-favored-nation status

120 (Zoellick, 2005)

121 A commitment to comprehensive engagement does not hobble policymakers from taking action to punish
China if it violates its agreements in a way that harms American companies in an absolute sense. It simply means
that American policymakers will not hold the entire relationship hostage to Chinese non-compliance on any one
specific issue.

74



Chapter 3

and other trade benefits unless China complied with U.S. demands for economic and political
reform.

A strategy of comprehensive engagement would seek wherever possible to expand
the depth and breadth of engagement with China, without any conditions. To this end, the
administration would categorically reject not only containment, but also attempts to place
conditions on this engagement. However, it would retaliate if China violated trade agreements

in such a way that clearly harmed American interests.

2. How did the administration handle disputes with China?

An administration committed to a strategy of containment would use these disputes as
pretense for containment or at least more hardline policies. Even if it could not rally sufficient
support for multilateral containment, it would work to leverage these disagreements to limit
trade and interdependence bilaterally. Instead of working through disputes in good faith, the
administration would adopt an obstructionist agenda, under the hope that a breakdown in
negotiations would provide an excuse for containment.

An administration committed to a strategy of conditional engagement would want to
engage China, but it would place stipulations on this engagement. If Beijing failed to meet all
or most of Washington’s demands, then MFN would not be renewed. In trying to resolve these
disputes, the administration would be cooperative but uncompromising.

An administration committed to a strategy of comprehensive engagement would still
confront Beijing when its actions were in clear violation of international agreements and/or
directly injurious to American interests. However, it would not be willing to jeopardize the
entire relationship over any of these individual issues. If forced to choose between jeopardizing
the larger engagement strategy or overlooking individual Chinese abuses in certain areas, they
would press forward with engagement and interdependence.

3. How did the administration respond to major crises involving the Chinese?

75



Chapter 3

An administration committed to containment would capitalize on popular anger after
events like the Tiananmen Massacres, the Taiwan Straits Crisis, the EP-3 crash, and the
financial crisis to justify containment and to push for more hardline policies. Indeed, instead
of attempting allay public concerns and anger, the administration would seek to stoke them.

A strategy of conditional engagement would not capitalize on popular anger in the
wake of crises, but it also would not try to justify, downplay, or ignore these abuses either.
Likewise, a strategy of conditional engagement would not use public anger as cover for shifting
to a Machiavellian strategy of containment, but they might be willing to threaten withdrawing
MFEN and other trade benefits if China did not recant and reform. As indicated above, however,
the purpose of these policies would be to reform Chinese behavior—not contain Chinese
power.

A strategy of comprehensive engagement would seek first and foremost to de-escalate
the crises and return the relationship to normal as quickly as possible. It would work to mollify
public anger and resist congressional demands for more hardline responses. If the
administration did take punitive action, the primary motivation would be to pre-empt Congress
from demanding more sweeping reprisals.

4. How did the administration respond to domestic pressures from Congress, special interest,
and the public?

An administration pursuing containment would constantly be seeking to maintain
support for containment in Congress. Even if the administration did not actively stoke
frustrations and fears regarding China, they would certainly not try to abate these concerns
after crises. In particularly, they would consistently comply (without objection) anytime
Congress proposed more hardline measures for China.

An administration pursuing a strategy of conditional engagement would support

policies that mandated specific Chinese reforms if China wanted to continue to receive MFN
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and other trade benefits. Even if the administration did not initiate these proposals, they would
at least support legislation of this sort that Congress sent to the president.

An administration firmly committed to a strategy of comprehensive engagement
would not back-down in the face of congressional and public demands for more hardline
policies. Instead, they would actively fight to preserve their preferred strategy of
comprehensive engagement and would be willing to expend considerable political capital to
avoid policies that even placed conditions on engagement with China.

All of these categories are briefly summarized in Table 4.2.

Table 4.2:

Distinguishing Among Engagement and Containment Strategies

Containment Conditional Comprehensive
Engagement Engagement
Oppose engagement Favor engagement; BUT | Seek to deepen and
Overall Approach unless U.S. clearly only if China meets widen interdependence
winning relative gains conditions without conditions
Exploit disputes; Cooperative fully in Minimize disputes;
Dispute Resolution Attempt to subvert negotiations; but likely | Concede if necessary to
negotiations uncompromising preserve relationship
Response to Crises Use crises as pretense Don’t encourage public | Mollify public anger;
for containment; Seek to | anger, but also don’t Work to return relations
initiate new crises justify Chinese action to normal ASAP
Handling Congress Willing to use political Less willing to expend Willing to use political
capital to protect capital as long as long as | capital to protect liberal
containment policy is within reason engagement

At the end of each chapter on the four post-Cold War presidential administrations
(Chapters 5-8), the findings of the historical case studies are used to determine which of these
three strategies most accurately describes the administration’s policies: containment,
conditional engagement, or comprehensive engagement? What these results will demonstrate
is that comprehensive engagement has been the consistently dominant strategy. A powerful
testament to this fact is found in Winston Lord’s 1999 testimony before the House Committee

on Foreign Relations. As Clinton’s Assistant Secretary of State, Lord was one of the earliest
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and most ardent advocates for placing conditions on China’s MFN trade status. Thus, we would
expect him to be one of the sharpest critics of the comprehensive and unconditional
engagement strategy that the Clinton administration ultimately adopted. Furthermore, Lord
was no longer in government in 1999, which left him free to speak his mind.

However, in this critical period leading up to the battle over granting China Permanent
Normal Trade Relations (PNTR), he gave a ringing endorsement of the importance of engaging
Beijing comprehensively by humorously prescribing his “Ten Commandments for Dealing
with China.” His first three “commandments” capture the perspective of the Clinton
administration, and really of every other post-Cold War administration with regards to the

central question of how to approach China:

1. “Thou shalt not demonize China. It is not the Soviet Union. It does not claim or
seek a global mandate for its system or its ideology...

2. “Thou shalt not sanitize China. China represents our greatest international
challenge. It is the world’s fastest-growing economic power. Its military strength
is advancing. ..

3. “Thou shalt not contain China. It is neither necessary, desirable, nor possible. To
treat China as an enemy would be a self-fulfilling prophecy when the jury is out
on its future course...”!?2

Lord’s testimony does a nice job of capturing the perspective of not just the Clinton
administration, but all post-Cold War administrations. And the fact that they came from
someone who had originally supported conditional engagement demonstrates how pervasive

the comprehensive engagement consensus has been throughout the post-Cold War period.

Time Period:

Lastly, it is important to justify the time span used for this thesis. The 1989 Tiananmen

massacre serves as a natural starting point because the nature of U.S.-China relations

122 (Lord, 1999)
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underwent a fundamental change in 1989. President George H.W. Bush’s national security
adviser, General Brent Scowcroft, described the extent of this transformation, saying:

“For the first 20 years or so, it [U.S.-China relationship] was an agreement to stand up
to the Soviet Union. Then, that changed very abruptly. It changed with Tiananmen.
The Cold War ended just about that same time, so the original reason for the
relationship was gone, and people were outraged, so Tiananmen Square was the
biggest crisis in our relationship. There’s this big gulf in the nature of the relationship
before and after Tiananmen.”1%3

Likewise, Deputy Secretary of State Lawrence Eagleburger stated in his testimony
before the Senate Foreign Relations Committee:

“The changes in the Soviet Union and Eastern Europe are so fundamental that it [the

balancing rationale] is not by any means a dominant or controlling factor [in relations

with China] as it would have been a decade ago.”*?*

This view is also the consensus within the secondary literature. For example, in
recognition of this “abrupt change”, long-time China correspondent, James Mann, titled his
book on U.S.-China relations About Face, in which he describes Tiananmen as the pivot point
for America’s China policy.'?® In his book, Beyond Tiananmen, former member of the National
Security Council and National Intelligence Council, Robert Suettinger, states:

“It is broadly accepted conventional wisdom that the downfall of eastern European
communist regimes, which took place at such breathtaking speed in the latter half of
1989, contributed greatly to the decline of support in the United States for a ‘strategic’
relationship with China. With the communist bloc in disarray and the Soviet Union in
serious economic and political difficulties, the notion of maintaining close relations
with China to keep it from returning to the Soviet orbit seemed increasing
anachronistic to American opinion makers.”?®

In fact, Harry Harding argues that Tiananmen did so much damage to the relationship
that in the early 1990s the U.S. and China had to go through a “renormalization” that was just

as difficult, controversial, and tedious as the initial “normalization” had been in the 1970s.?’

123 Scowcroft 2014

124 (Eagleburger 1990; Mann 1999, p. 227-228)
125 (Mann, 1999)

126 (Syettinger 2004, p. 103)

127 (Harding 247-248)
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Henry Kissinger reiterates this point in his book On China, reflecting that, “In the wake of
Tiananmen, Sino-U.S. relations found themselves practically back to their starting point [in
1972].1% In Same Bed Different Dreams, David Lampton begins his analysis of U.S.-China
relation with Tiananmen because, “The violence of Tiananmen served as a catalyst for change
in Chinese and American policies toward each other...and acted as a solvent on the grand
bargain [security cooperation against the USSR].”1?° Jean Garrison’s book Making China
Policy: From Nixon to George W. Bush also draws a sharp line in her analysis between Cold
War and Post-Cold War relations. She titles this section “The Post-Tiananmen (my italics),
Post-Cold War Context of U.S.-China relations,”**® affirming that Tiananmen serves as a
natural breaking point for analysis.

Why did Tiananmen spark such a sudden and massive shift? There were three main
causes. First, the strategic rationale that had served as the bedrock of the relationship since
1972 was a mutual desire between the United States and China to balance against the U.S.S.R.
However, by 1989 the Soviet Union was clearly in decline, which rapidly eroded the
foundation of the bilateral relationship. As Ambassador Winston Lord said, “When Tiananmen
came around, we no longer had the anti-Soviet glue to hold us together, so it was crucially
important that we find other reasons to justify preserving the relationship.”*3! Likewise, in his
book, America’s Response to China, Warren Cohen says:

“The strategic rationale for the unusual sensitivity of American leaders to the concerns
of China’s leaders was [traditionally] the desire for Chinese support in the great
struggle against the Soviet Union. But by 1989, it was becoming apparent that the Cold
War was virtually over.”*32

128 (Kissinger 447)

129 (Lampton 2-3)

130 (Garrison 187-196)
131 (Lord, 2014)

132 (Cohen 2010, p. 215)
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The erosion of this “anti-Soviet glue” is particularly important for this project because
realists explain the lack of concern among American policymakers for relative gains during
the Cold War as being justifiable because of the strategic advantage it gave the Americans
against the Soviets. At the time, the priority was containing and defeating the Soviet Union,
but this rationale collapsed after the disintegration of the Soviet Union and the end of the Cold
War.

Second, the American people and many of their leaders had assumed that, like Eastern
Europe, China was on an inevitable path towards liberalization and democratization.'® Deng
Xiaoping, in particular, had been hailed as a posterchild for liberal reform.®* In fact, Time
Magazine named him “Man of the Year” in both 1978 and 1985.1% This made the crackdown
and Deng’s role in it all the more infuriating to Americans.

Finally, this all occurred at the dawn of a powerful new phenomenon—cable news.
According to Secretary of State and White House Chief of Staff, James Baker, “Americans
saw on their living room screens the excesses of the tanks rolling against the unarmed
demonstrators. And that phenomenon had never really happened before.”**® This constant
coverage allowed many Americans to develop a bond with the Chinese students that otherwise
would not have been possible. As career China State Department official, Donald Keysar, put
it:

“American citizens had seen interviews with all of these innocent looking, young,
democracy-advocating students who were peacefully demonstrating in Tiananmen
Square, and this is in the context of the Berlin wall and communism collapsing
everywhere, and here were millions of strong, young idealistic Chinese wishing they
had what Americans considered a basic human right.”*¥’

133 (Kissinger 436)
134 (Mann 193)

135 (Harding 242)
136 (Baker, 2014)
137 (Keysar 2014)
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Harry Harding said:

“Over time, the mass movement in Tiananmen Square began to appear irresistible, and
the use of force came to be perceived as unlikely or even impossible. The savagery on
June 4 dashed those expectations, with an emotional impact greater than if such hopes
had never arisen at all.”**

As a testament to the transformative power of this footage, U.S. public opinion surveys
before the 1989 crackdown showed 78% of Americans having favorable views of China and
only 19% seeing China as an. In the aftermath of Tiananmen, the number seeing China as an
enemy rose to 39%, and those viewing it as a friend fell to 16%, which was virtually equivalent
to Americans’ views of the Soviets.**°

Thus, the Tiananmen massacre provides a natural juncture to divide one’s analysis of
the relationship. Before Tiananmen, the relationship was one of classic Realpolitik with the
U.S. turning a blind eye to those policies and practices in Beijing that it found troubling or
frustrating. After Tiananmen, human rights, labor standards, intellectual property rights, and
currency manipulation would become highly contentious perennial disputes, often packaged
in Congressional attempts to remove China’s Most-Favored Nation (MFN) trade status. Both
countries’ defense establishments would shift their primary war-gaming scenarios from
focusing on the Soviet Union (and later Russia) to focusing on one another as China quickly
emerged as America’s most powerful potential foe.!*% As a result, instead of hedging with
China against the Soviets as they had during the Cold War, America would begin to hedge
with its other Asian and Southeast Asian partners against China. All of this makes Tiananmen
a logical starting point for our analysis.

I conclude this study with the end of the first Obama Administration in 2013 in order

to achieve some degree of temporal distance between the end of the analysis and the writing

138 (Harding 241)
139 (Harding 243; Roper Reports 90-10 (New York: Roper Organization, January 1991)
140 Andrew May 2014
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of this thesis. Furthermore, my research relies on interviewing foreign policy elites, reading
their memoirs, and reviewing declassified documents. All of these sources of information are
more difficult to acquire for officials still in office because they have yet to write their memoirs,
and virtually all of their documents remain classified. It is also simply more difficult to
schedule interviews with current government officials, and they are often less forthcoming than
their counterparts who have already left government.

Chapter 4 will begin applying these various methods to test the hypotheses outlined in

Chapter 2, by systematically comparing these hypotheses against the actual historical record.
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Chapter 4 Straight from the Horses’ Mouths:

Policymakers’ Strategy in Their Own Words

To begin this theory application chapter, | include the hypotheses from Chapter 2.

Table 4.1:

Four Core Hypotheses of the Thesis

H1 Policymakers conduct a cost-benefit analysis (CBA) when deciding whether to
pursue engagement or containment.

H2 | Policymakers’ a-priori beliefs about the causal effects of engagement and
containment undergird this CBA.

H3 While policymakers’ default causal beliefs are neoliberal, they do not apply these
beliefs universally.

H4 | The target state’s behavior—not its relative size or growth—is what influences
policymakers causal beliefs about engagement.

Qutlining Policymakers’ CBA and the Influence of Causal Beliefs:

| present the evidence for Hypotheses #1 and #2 jointly because policymakers’
neoliberal causal beliefs are so intertwined within their CBA that it is difficult to find quotes
that address one without the other. As H1 expects, policymakers were analyzing whether to
engage or contain China through a CBA. However, as H2 contends, policymakers have
approached this CBA with a powerful set of neoliberal causal beliefs regarding the effects of

engagement. 14!

141 As stated previously, the inclusion of neoliberal causal beliefs as essential factors in policymakers’ CBA does
no negate the rationalist foundation of this thesis. Both (Goldstein & Keohane, 1993) and (Fearon & Wendt, 2002)
clarify that rationalism does not preclude individuals from relying on beliefs about cause and effect relationships
to help guide their decision-making processes.

84



Chapter 4

Neorealists expect policymakers to conduct a CBA, but they do not expect them to
approach this analysis with a set of neoliberal a priori beliefs regarding the benefits of
engagement, because neorealists view conflict between great powers as ultimately inevitable
(or at least highly likely). Consequently, neorealists anticipate that states will place a greater
priority on reducing the costs of conflict by attempting to isolate and contain potential rising
challengers. In particular, neorealist theorists would argue that since engagement is benefitting
China relatively more and enabling them to grow relatively faster, then engagement is ensuring
that China will be in a relatively better position vis-a-vis the United States in a future conflict.
If America had remained committed to containment, then its costs in the event of a conflict
would have been less than they are as a consequence of engaging China. Multiple policymakers
acknowledged this reality, but perhaps none as succinctly as James Keith, who served on the
National Security Council and in the State Department from 1990 until 2007.

“As we integrate economically, are we more vulnerable? The answer is yes, and I think
there was a realization on the part of all the major players that integration comes with
risks and benefits. It makes us vulnerable not just on the security side, but vulnerable
economically, too. Our employment rate, our inflation rate, is now much more
intricately bound up with decisions made elsewhere, including in China. Again, I think
that’s a decision that the decision makers of China policy made at multiple points. Yes,
we would be giving more power to China, which in some ways weakened our position
so that we couldn’t dictate to China. But there was a sense that was going to happen
anyway, so better to happen like this than in a way we couldn’t control.”4?

Beyond the many quotes that could be included to attest to this fact, one need only
review Figures 1.1 to 1.8 to see empirically that America’s engagement with China has helped
facilitate China’s rise, and increased America’s exposure to China. As a result, a conflict in
2016 would be costlier for America now that it has pursued engagement than it would have
been if policymakers had remained committed to containment or at least highly restricted
engagement. With this in mind, how could policymakers’ CBA favor engagement? The answer

is that contrary to neorealist expectations, the cost of a conflict is not the only (or even the most

142 (Keith, 2014)
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important) factor that policymakers consider when deciding whether to engage or contain.
Instead, given that the costs of conflict would be extraordinarily high in any scenario,
policymakers’ primary concern has been focused on minimizing the probability of conflict. As
Thomas Christensen put it:

“The problem with the relative gains approach is that it is not always about who is
bigger and stronger, but who can hurt you, and the Chinese can already hurt you. It’s
not always necessarily about degrees. It is often more about thresholds, and the Chinese
crossed some thresholds long ago.”*

Therefore, even if engagement increases the marginal costs of a potential conflict by
contributing to China’s rise and increasing America’s exposure to China, policymakers believe
that engagement will significantly reduce the likelihood of having to face conflict in the first
place. They also believe that increasing the depth and breadth of engagement and
interdependence will multiply the absolute benefits (economic and otherwise) that America
gains from the relationship.

Ideally, policymakers would have pursued a strategy that maximized America’s
absolute gains from engagement, while minimizing both the probability and cost of a potential
conflict. However, as Keith’s quote indicates, policymakers have understood that—at least for
relations with China—they could not achieve all three of these objectives. Therefore, they have
had to prioritize. In doing so, they have consistently chosen to focus on lowering the likelihood
of conflict and maximizing the benefits of trade. President Clinton articulated this strategic
prioritization in a 1997 speech before the Asian Society, in which he described the goal of
American policy as:

“[To facilitate] the emergence of a China as a power that is stable, open, and
nonaggressive, that embraces free markets, political pluralism, and the rule of law, that
works with us to build a secure international order. That kind of China, rather than a
China turned inward and confrontational is deeply in the interests of the American
people...Of course, China will choose its own destiny. Yet by working with China and
expanding areas of cooperation...we can advance the interests of the American
people”#

143 (Christensen, 2014)
144 (w. Clinton, 1997)
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To try to mitigate the rising costs of a potential military confrontation with China,
policymakers have invested heavily in maintaining a military and diplomatic advantage in the
region to hedge these economic bets on engagement.* In fact, most policymakers have
viewed this military hedge as adding to—not detracting from—the power of economic
engagement to create the long-term conditions for peace. As Former Deputy Assistant
Secretary for Asia, Thomas Christensen, writes in his new book:

“Contrary to common assumption that U.S. toughness in East Asia only breeds
Chinese intransigence and spirals of tension in the region, the second half of the 1990s
demonstrates that a robust U.S. security presence and commitment to East Asia, in the
proper diplomatic context, can incentivize China to behave more moderately toward
its neighbors.”’146

In this sense, policymakers have deemed the optimal strategy as being one with big
juicy carrots and big scary sticks. As James Keith said:

“There’s uncertainty about China’s future, so the best way to deal with that uncertainty

is to visit the approach that everyone has taken thus far, which is work towards the best

outcomes, but hedge against the worst outcomes.”**’

Christensen’s and Keith’s boss at the State Department, Secretary Condoleezza Rice,
emphasized that sticks come in the form of military hedging—not economic containment:

“[In the Bush administration] We had a very traditional, American view that ‘the

economic pie can get bigger’ in our approach to China. So there was never any sense

of containing their economic growth. There was a sense of conditioning their

environment by making sure that we had a strong, modernized military relationship

with Japan and South Korea, but there was no sense of containing China’s growth.”4

Even within economic issues, American policymakers maintained this carrot and stick
approach, while remaining fully committed to a strategy of comprehensive engagement with
deeper and broader interdependence as the long-term goal. As former Ambassador and Deputy

Secretary of the Treasury, Robert Kimmitt put it:

145 Refer to introduction, pages ()
146 (Christensen 2015, p. 195)

17 (Keith, 2014)

148 (Rice, 2015)
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“It was important to me, Secretary Paulson, and to the President that the Chinese
understand that we’re ready to compete with them in the global economy, but they
can’t expect to have wide open opportunities here in the United States and not give our
companies opportunities in China. We believe in open investing, in trade, and in
competition, but that open investment policy is—to some degree—contingent on
reciprocity of opportunity. We didn’t necessarily require total reciprocity, but it
couldn’t be only a one-way street. »4°

James Steinberg, former Deputy Secretary of State, Director of the Policy Planning
Staff at the State Department, and Deputy National Security Advisor also affirmed that while
American policymakers have not prioritized relative gains in relations with China, they have
cared deeply about absolute gains. In other words, they have not offered the Chinese a license
to abuse American companies with impunity. In Steinberg’s words:

“We didn’t care about the relative growth of China to the US. We only cared if China’s
economic approach was unfairly denying American corporations and the American
economy the benefit they deserved. We felt strongly that China had to abandon a
purely export-led model and abandon its other mercantilist policies. However, the
concern was not that China was gaining more than we were. It was just that their unfair
practices were hurting our companies.” %

In short, policymakers were fully committed to engaging China economically.
However, economic engagement was not seen as mutually exclusive with military hedging.
Nor was this commitment to engagement seen as prohibiting policymakers from punishing the
Chinese when they violated trade agreements in such a way that imposed direct harm on
American companies.

Before moving on to our other hypotheses, though, | explore in more depth how
policymakers conceptualized and articulated this CBA for whether to engage or contain China
and how their neoliberal causal beliefs impacted that CBA. As a reminder, in Chapter 3, |
distilled these neoliberal causal beliefs down to the following:

1. Increased trade and interdependence with China benefits the U.S. economy.

2. Engagement and interdependence help moderate China’s foreign policies.

3. Engagement and interdependence help facilitate reform and liberalization in China.

149 (Kimmitt, 2014)
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4. Consequently, engagement and interdependence reduce the likelihood of conflict
with China.

5. In contrast, containment has a self-fulfilling effect, leading to unnecessary conflict.

How have these beliefs impacted policymakers’ CBA? First, I have argued that one of
policymakers’ objectives is to maximize the absolute benefits accrued to their society, and that
they have firmly believed the best way to maximize these benefits in the long-run is through
pushing for deep and comprehensive trade and interdependence.’®! As Secretary Rice said,
“You cannot imagine sustained American economic growth without Chinese economic
growth.”1%2 Accordingly, they calculate that breaking down barriers to free trade between the
U.S. and China promises major benefits for the American economy on the whole. As Clinton’s
Chief of Staff, John Podesta, said:

“We believed that increasing openness between the U.S. and Chinese market would be
beneficial to the long-term U.S. economy. It would provide an opportunity for
American companies and American workers to sell goods in China and own businesses
in China.”%3

In contrast, policymakers have calculated that increasing protectionism and resorting
to autarky, while potentially advantageous to certain factors of production, sectors, industries,
or firms, nonetheless imposes a net welfare loss on the overall economy.*>* Former Speaker of
the House, Dennis Hastert, said:

“You really couldn’t contain China’s economic growth without hindering our own
economic opportunities. You could do tariffs and sanctions, but you would also be
hurting your own productivity.”**

If policymakers are starting from a position of autarky, containment only requires

bearing the opportunity costs of continuing to deny their state the future benefits of trade. These
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opportunity costs are obviously proportional to the size of the target state’s economic potential,
which means that the opportunity costs for refusing to trade and engage with China have been
much larger than for relations with other countries like Iran and North Korea. As Thomas
Mahnken, who served in senior defense roles for both the Clinton and Bush 43 administration,
described:

“It gets back to initial conditions. Look, part of the reason that Iran doesn’t matter to
us is that it hasn’t mattered to us for a long time. And North Korea just doesn’t matter
period. It’s not like we’re cutting off something that we’re doing. We’re essentially
just continuing to not do something we’ve already not done for a long time.”%

However, if policymakers begin from a position of existing engagement and
interdependence, which has been the case for the United States and China throughout the post-
Cold War period, then shifting to containment also imposes significant short-term adjustment
costs. These adjustment costs are proportional to the depth and breadth of interdependence.
Consequently, these adjustment costs are much larger for a relationship like that between
America and China than, for example, between America and Zimbabwe. Likewise, within the
U.S.-China relationship, these adjustment costs have only continued to increase over time. As
Peter Feaver articulated:

“You are only going to see relative gains dominate strategy when relative gains policies
are perceived to be cheap. If there is only minimal existing engagement, then pursuing
relative gains policies is unlikely to lead to great costs. But because engagement with
China was so intense, the costs of pursuing relative gains were so high that they were
never even considered.”*®’

Policymakers’ second priority in our CBA model focuses on minimizing the chance of
conflict with China, because any conflict with China would assuredly exact significant costs
on the American people. Indeed, there is a strong argument to be made that this is the most
important calculation for policymakers, because their other two calculations (the costs of

conflict and the benefits of engagement) both hinge on whether conflict actually emerges. To
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that end, policymakers have believed that deepening engagement with China will minimize the
chance of conflict. As Christensen describes:

“Since 1978, there arguably has been no greater beneficiary of the existing
international order than China. By integrating into that order with a speed and intensity
rarely seen in the developing world, China has built a vibrant economy that has pulled
hundreds of millions out of poverty and, ironically perhaps, has legitimized the ruling
Chinese Communist Party in a post-Communist world...Now that it is so deeply
entrenched, why would China want to change international trade and financial
institutions fundamentally, particularly when it has been doing so well within that
system?”1%8

While Andrew May, who now runs the Office of Net Assessment (ONA) at the
Pentagon, does not personally subscribe to this belief, he nonetheless confirmed its prevalence

among most of the American foreign policy establishment:

“Personally, I do not buy the argument that China’s economic self-interest alone will
be sufficient to stave off a competition, but that has often been the consensus among
much of the senior leadership of DOD and certainly in the rest of the government. In
ONA, we have been attentive to China’s economic rise and our growing
interdependence with China, but the consensus among many actual policymakers,
dating all the way back to the nineties, has been that the economic relationship would
help prevent military conflict or at least keep it from escalating out of control.”>®

As May’s quote indicates, the causal mechanisms behind this belief are that by
engaging with China, America can create powerful incentives for Beijing to moderate its
external behavior in the short-term in order to continue reaping the benefits of participating in
the liberal order. Reflecting this assessment, former Deputy Assistant Secretary of State for
East Asia under Clinton, Susan Shirk, remembers:

“This whole issue of relative gains, in my memory nobody thought that way back then.
I really believed and still believe that the market reforms were a very important element
in moderating China’s foreign policy behavior, and in increasing its incentives to
cooperate with other countries.”®

Former Secretary of State, National Security Adviser, and Chairman of the Joint Chiefs,

Colin Powell went even further, saying:
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“Why in the name of God would they want to be our enemy when they have done so
well by being our trading partner?...People in Congress are like, ‘They're trying to
achieve military superiority.” Give me a break! They're not coming after us. They're
too busy keeping down riots from the 800 million over there who are trying to
eat...They need these 300 million [Americans] to buy their stuff, to invest in them, and
to build the technology that they will hack into.”6!

Beyond simply providing incentives to avoid conflict in the short-term, policymakers
have believed that in the long-term, exposure to and engagement with this liberal order will
lead the citizens of China to demand greater personal and civil liberties, which will eventually
lead to its evolution from an authoritarian government to a liberal democratic one. Here, again,
Christensen remembers:

“As a State Department official, [ used to give talks at chambers of commerce in China. My

message to these business leaders was that they were the true U.S. diplomats, the best

transmitters of the American message. U.S. companies promote liberal ideas by setting fair
labor standards, bringing ideas about life in an American democracy, and providing

opportunities to Chinese personnel who might otherwise feel compelled to work in a state-
owned enterprise under a Party chief’s direct control.”162

Thomas Mahnken spent years in the Defense Department. He described another facet
of this neoliberal belief: that interdependence would lead to economic growth in China, which
would, in turn, facilitate the rise of a powerful middle class that would demand greater
liberalization. In Mahnken’s words:

“The Chinese are moving to a consumption-based model because they want to create

a big middle class, but the track record of authoritarian regimes surviving the rise of a

large middle class is pretty dismal.”*63

This calculation led John Podesta to argue:

“Seeing China succeed economically was—in its own terms—thought to be an
important element of our strategy because it would help in building the middle class
[in China] and creating constituents inside China that would advocate for a more open
forum in their society and for less of an iron grip of the Party on society. This was
much better than an inept attempt at containment.”164
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As proof of the bipartisan consensus around this topic, Republican Speaker of the
House Dennis Hastert said of the leadership in the Republican Party:

“We thought, let’s get everybody to start brushing their teeth and buying toothpaste

and toothbrushes. We’re better off trading with them and seeing their economy

develop, creating a middle class...[because] if you change the economy, you change

the basic way people think. Even though you had a government that talked about

Communism, you had an economy that was moving towards a free enterprise system

and eventually that’ll give you change.”1%

The final piece in policymakers’ calculations has been the belief that liberal
democracies do not go to war with one another. Thus, if engagement increases the chance of
China developing into a liberal democracy, then China would no longer pose a threat to
America and its alliance of other liberal democracies. As former Deputy Secretary of Defense,
Paul Wolfowitz said: “A more representative government in China would be less revisionist
and more willing to settle issues peacefully, which is America’s biggest priority.”6®

The analogue of these theories is that pursing containment would increase the chance
of conflict. Without the benefits of participating in the liberal order, China’s leaders would be
incentivized to seek the power and influence they desire through other means. Indeed,
policymakers have feared that ostracizing China would be a self-fulfilling prophecy in that it
would ensure that Beijing did follow an aggressively revisionist path. As Kenneth Lieberthal
remembers:

“President Clinton believed if we tried to aggressively “contain” China economically,

the best we would be able to do is slow China’s growth, but it is unsure how much we

would slow that growth, and in the process we would be certain to create a powerful
enemy.”®’

Joe Nye expressed a similar concern in his Congressional testimony:

“If we treat China as an enemy now, we’re guaranteeing an enemy. If we treat China
as a friend, we’re not guaranteeing a friend for the future, but we’re keeping open that
long-run possibility.”6®
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This assessment was predicated on the belief that trying to isolate or contain China
would confirm Chinese fears that America will never allow it to rise. It would also remove the
powerful economic incentive that China has to cooperate. This confluence of factors would
leave Beijing feeling at once vulnerable to and yet unencumbered by the liberal order. As
Former U.S. Trade Representative, Deputy Secretary of State, and World Bank President

Robert Zoellick said:

“Here’s the problem with a purist balance of power logic. OK, let’s accept for a second
the premise that you don’t want China to grow anymore....If you tried to actively
contain China, it would turn China into a revisionist state. There are no certainties in
life, but I think that would be a highly probable event. And moreover, you’d be doing
it by yourself, because U.S. allies and partners will not and cannot contain China.”¢°

Policymakers also viewed this fear of succumbing to a self-fulfilling prophecy as
historically grounded. For example, Secretary Condoleezza Rice said that her strong opposition
to anything that even bordered on containment was rooted in her read on the successes and

failure of previous hegemons:

“When you think about the history of the international system’s accommodation of
rising powers, it’s when the extant power has resisted that you tend to have problems.
So not making room for the rise of Germany after Versailles, not making room for the
rise of imperial Japan. You have to wonder, “Was there a better way?” You look at the
one that worked really well: Great Britain and the U.S. Britain did extremely well by
accommodating the rise of American power. So I think the lesson is don’t try and stop
the rise of a new great power. Try to shape it; try to accommodate it; try to encase it in
the rules of the game that protect your interests. And because the United States had,
after WWII, already created a liberal economic order, it was available to integrate
China.”*"°

Furthermore, policymakers have feared that inflicting the pain of containment on the
people of China would only encourage militancy and provide a scapegoat for the Communist
Party stalwarts. This comports with another liberal axiom that poverty breeds discontent,

nationalism, and violence. As Deputy Secretary of State Richard Armitage said, “T used to tell
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the President, and I still tell people, ‘the last thing we want is a grumpy China on our hands.”*"*

Likewise, a senior official in the Clinton Administration said:
“I don't see how you help inculcate notions of human rights or religious freedom by
isolating the country using the North Korean example. And as for China, the periods
of greatest repression in China was when it was isolated from the international

community. The period of Mao. Estimated 30 million people died of starvation.”!"2

The official went on to say that this was also the President’s view:

“Bill Clinton used to tell people in Congress who wanted to take a tougher line (with
China). ‘Take Cuba. It’s a tiny country, 90 miles from our coast. We tried to manage
Cuba through containment. And the only thing our policy in Cuba has resulted in is the
following: Fidel Castro has outlasted nine US Presidents. But we’re going to change
China by ostracizing them? 1.3 billion people half way around the world when we
couldn’t change Cuba? Get a grip!””'"

Therefore, pushing for more comprehensive engagement and interdependence with
China was viewed as increasing the absolute benefits that America would enjoy, while also
decreasing the chance of conflict. In contrast, trying to isolate or contain China would levy
several costs on the American people (both in terms of long-term opportunity costs and short-
term adjustment costs). Policymakers also feared that this strategy would only increase the
likelihood of conflict.

Put in this framework, the decision to engage China seems to be the only rational
choice. As Secretary of State and National Security Adviser Condoleezza Rice said:

“People saw this freight train called China coming down the road, and they said,
‘integrate them quickly so they are playing by some rules.” So I just don’t think the
idea of trying to shut the Chinese out has ever had much resonance, either for
Democratic presidents or Republican presidents.”’*

Indeed, many policymakers went so far as to argue that the nightmare scenario was not
that China continued to grow until it eventually passed the U.S. in terms of overall GDP or

some other measure of economic power. Instead, the nightmare scenario was that China would
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not continue to grow and that this could destabilize China in dangerous ways.” While
numerous policymakers raised these types of concerns, no one articulated them as clearly as
James Keith:

“If you look at the potential problems arising with China on the Korean peninsula, in

the Taiwan Strait, and in the South China Sea, it all pales in comparison to scenarios

in which China faced economic failure at home and imploded as a result. That’s a far

worse outcome with far more serious consequences for the global economy and

regional security than any of the others. The idea of China imploding or breaking into
factions...that’s the nightmare.”1"®

Similarly, Kenneth Lieberthal, who served as the Senior Director for Asia on
the National Security Council during Bill Clinton’s second term, stated:

“To the extent we worried about economic issues on the NSC, it was not about China’s
economic growth per se. We wanted China to grow, because this would present
opportunities for American companies, benefit America’s economy, and reduce the
likelihood that China would become a revisionist state.”’

Nothing could be more counter to neorealist expectations than these findings.

However, when | mentioned the prevalence of this logic to John Mearsheimer, he did
not disagree with the descriptive assessment of policymakers’ preference for
engagement. Prescriptively, however, he cautioned that in his estimation, “American
policymakers have made a major strategic error that will help facilitate the re-
emergence of an Asian behemoth...You’re creating Godzilla!”"®

Ashley Tellis is another prominent critic of this neoliberal consensus on China. | asked
Tellis whether he had heard senior policymakers make arguments like those found in Keith’s
and Lieberthal’s quotes. Tellis’ response:

“I've heard that quite often. I think that is a completely muddled argument. But it is

absolutely true that many policymakers think a Chinese collapse would be a nightmare

for us. It's the absolute gains argument that weighs so heavily in their minds, which is
you know Chinese collapse means a real ripple effect in the US economy.”"
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Recently, this neoliberal consensus has also attracted numerous critics in the popular
press, who question the existence of any inherent link between capitalism and wealth on one
hand and democracy and liberalism on the other. For example, in a recent New York Times
editorial, David Brooks recounts:

“In the 1990s, the central political institutions radiated confidence, derived from an
assumed vision of the post-Cold War world. History would be a slow march toward
democratic capitalism. Nations would be bound in peaceful associations like the
European Union. The United States would oversee a basic international order.”*8

But Brooks goes on to highlight a range of instances in which these beliefs do not seem
to have been realized. Central to this claim is his argument that, “China’s growing affluence
hasn’t led to sweetening, but in many areas to nationalistic belligerence.”*®! Regardless of
whether these critics agree with this belief prescriptively, however, they do not deny with the
descriptive claim that it has dominated thinking within the foreign policy establishment. So
how do neorealists, like Mearhseimer, address their failure to predict American behavior
towards China in the post-Cold War era?

One argument is to just say, “wait and see.” This has been neorealism’s response to
many of the post-Cold War developments that have appeared at odds with their theory.
Examples include the failure of second-tier states to form a balancing coalition against the
U.S., and the absence of renewed security competition among the core European powers. In
this retort, realists may eventually prove correct. In the future, the Franco-German rivalry may
return, second-tier states from different regions may begin actively balancing against America,
and America may begin to actively contain China. At present, however, there is simply no way
to confirm or deny this prediction. Even if realism’s predictions are eventually realized,

however, neorealists would still need to explain why America did not try to “strangle the babe

180 (Brooks, 2015)
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in the crib” before China grew so powerful?182 This is important because if realists are right
that conflict between the U.S. and China was inevitable given China’s growth trajectory, then
it would seem unwise for the U.S. to have not only allowed China to continue to grow, but to
have actually worked to help facilitate that growth for over three decades after China was no
longer needed to balance against the Soviets. And it would seem even less likely that the U.S.
would have waited until China’s relative power and its influence over the American economy
had increased exponentially before deciding to embark on containment, because switching to
containment at this later date would prove immensely more costly for the U.S. than if it had
simply worked to isolate and contain China from the very beginning.

Reflecting this inability to explain why American policymakers would have waited so
long to switch to containment (if it even happens), neorealists’ other response is to simply say
that in facilitating the rise of this “Asian behemoth” under the false hope of “taming” it,
American policymakers have made a gravely naive mistake. Regardless of whether
Mearsheimer and other neorealists agree or disagree with America’s policy from a prescriptive
standpoint, however, their theories do not anticipate nor can they explain America’s actual
policies towards China in the post-Cold War era. For a theoretical tradition that prides itself in
providing a dispassionate explanation of state behavior that is sufficiently transcendent to carry
predictive power, this is a major setback. It is true that no social scientific theory can be right
100% of the time. However, not all failures are the same, and this is a particularly damning
failure because America’s approach to China’s rapid ascendency is not only a most likely case
for realism, but also arguably the most important case in the post-Cold War era.

A final defense is that in using American foreign policy to critique structural realism, |
am using essentially micro-data to discredit a macro-theory. Advocates of this justification

would argue that macro theories are not designed to make micro-predictions. Hence testing

182 See (Mearsheimer 2010, 2014)
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them with micro-data is unfair. | acknowledge this defense, but do not find it satisfactory for
two reasons. First and most importantly, neorealists themselves frequently use their structural
insights to make predictions regarding individual state behaviors. Indeed, the quote from John
Mearsheimer on page 56 of this thesis is a perfect example of this case.

Furthermore, as the two most powerful actors in the system, the decisions of the U.S.
and China do have impacts on the regional and even global system. Consider the end of the
Cold War. The material balance of power between the U.S. and the Soviet Union did not
change dramatically from 1986 to 1991; but the decisions that these two nations made about
how they would relate to one another entirely altered the structure of the global system. In
particular, the decisions of the leaders in both countries to relax their ideological competition
and to begin to cooperate with one another rapidly transitioned the world from one of intense
bipolarity to one of unprecedented unipolarity. By the same token, if the U.S. and China chose
to begin a competition with one another similar to that between the U.S. and the Soviet Union
during the Cold War, then we could see a rapid shift (at least within Asia) from a more relaxed
and fluid structure, to one of fierce bipolar competition.

Thus, the nature of the bilateral relationship between leading actors (like the U.S. and
China) does have an impact on the regional and even global structure. No doubt, this
recognition is why neorealists themselves attempt to use their structural insights to explain the
behaviors and strategies of great powers. Therefore, the failure of neorealism to anticipate the
strategy employed by the system leader (America) against its clear potential rival (China) is a
valid critique on their theory, because these states’ behavior have a direct affect on the
structural questions that neorealism prioritizes.

In fairness, Mearshiemer’s skepticism of engagement does have sympathizers in

government. However, even these dissenters from the neoliberal consensus readily concede
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that they are a small minority. For example, Andrew May, who works in the Pentagon’s Office
of Net Assessment, said:

“Most policymakers felt that a richer China would be less revisionist either because 1)

rich people are not malevolent or 2) they would not fight a war with us because it would

not be in their economic self-interest.”183

Ashley Tellis likewise lamented:

“The people who care about trade expansion and economics in general in this country

are not people who think about the national security implications of what they're doing.

They're still operating on the neoclassical model. They're not thinking about the

intrinsic connection between economic expansion and state power. Even Republicans

who might otherwise be skeptical about China, have drunk too much of the neoclassical

Kool-Aid.”8

Once again, even those individuals who critiqued the neoliberal consensus from a
prescriptive standpoint, agreed with the descriptive conclusion of this thesis that this has been
the dominant narrative among officials and that it has rested on a pervasive set of neoliberal

causal beliefs regarding the benefits of engagement and the costs of containment.

Neoliberal Beliefs Not Applied in All Instances

This brings us to our third hypothesis:

H3: While policymakers’ default causal beliefs are neoliberal, they do not
apply these beliefs universally.

A quick glance at America’s foreign policy will reveal that American policymakers do
not always choose engagement. For example, America worked vociferously to contain the
Soviet Union during the Cold War, and American policymakers continue to prefer containment
to engagement in relations with numerous rogue states like Iran and North Korea. This is
because many policymakers do not believe that engagement will help liberalize these

countries’ domestic policies or moderate their foreign policies. Hence they do not believe that
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engagement will minimize the chance of conflict. To the contrary, many American
policymakers fear that engagement with these rogue or aggressively revisionist states will only
enrich and embolden these regimes, making it less likely that they will feel the pressure to
reform and moderate. In this sense, engagement is viewed as not just unproductive, but actually
counterproductive. | will not linger on this point because the fact that America has pursued a
containment strategy with numerous states in both the Cold War and post-Cold War eras is

apparent.

American Policymakers’ Decision to Apply Neoliberal Beliefs to China:

Why would policymakers decide to apply these beliefs to some states and not others?
More specific to the focus of this thesis, what would cause American policymakers to develop
doubts or even reject the neoliberal beliefs that motivate their preference for a liberal
engagement strategy with China? The answer proffered in the preceding theory chapter was
the following:

H4: The target state’s behavior—not its relative size or growth—is what
influences policymakers’ causal beliefs about engagement.

As mentioned in Chapter 2, my H4 contrasts directly with strict versions of neorealism,
like Waltz’ Balance of Power or Mearsheimer’s Offensive Realism. Stephen Walt’s Balance
of Threat provides a much more helpful framework for evaluating my theory because he
includes not just aggregate power, but also geographic proximity, offensive capabilities, and
offensive intentions.'®® Relying on Walt’s four variables helps contextualize my theory within
the literature by using a widely understood model to demonstrate what factors | am endorsing
and which ones | am rejecting. For example, my theory finds that aggregate power was not a
factor for post-Cold War American foreign policymakers in deciding which states to engage

and which ones to contain. Though | do not reject the relevance of geographic proximity, my
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data set simply lacks the capacity to evaluate this particular factor. Instead, I prioritize Walt’s
final two variables—offensive capabilities and offensive intentions. In particular, | argue that
offensive capabilities play a role in determining whether policymakers will invest in hedging
or not. However, | argue that offensive capabilities do not play a role in determining whether
policymakers prefer engagement or containment. Instead this engage vs. contain decision,
which is the core question for this thesis, is based purely on calculations of what Walt calls
offensive intentions, which I argue are revealed through state behavior.

How do | test the explanatory value of these variables? As mentioned, this thesis does
not have evidence with which to confirm or deny the importance of geographic proximity, but
it does have evidence to evaluate aggregate power, offensive capabilities, and offensive
intentions. | begin with aggregate power. If aggregate power were driving policymakers’
decision-making calculus, then a rise in China’s military and economic aggregate power
should result in American policymakers growing increasingly concerned about relative gains
and increasingly receptive to containment strategies. Conversely, if China began to decline
relative to the United States, or if the rate of China’s ascendency began to slow, then theories
that prioritize aggregate power would anticipate interest in containment strategies among
American leaders to subside.

How does this map onto the dynamics of the U.S.-China relationship in the post-Cold
War period? On the macro level, the rate of China’s rise relative to the United States was
steadily increasing throughout the 1990s, rapidly accelerating in the 2000s, peaking in the
aftermath of the financial crisis, and then decelerating starting around 2011 and 2012.
Therefore, a dynamic neorealist perspective would expect America’s concern about relative
gains and the receptivity of policymakers to a strategy of containment to track this same
pattern: increasing through the 1990s, accelerating in the 2000s, peaking in the immediate

aftermath of the financial crisis, and then subsiding after the rate of China’s rise began to
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decelerate in the 2011-2015 timeframe. In reality, the opposite was true. American
policymakers’ concerns about China and their receptivity to a strategy of containment
gradually declined through the 1990s, began to decline more rapidly in the 2000s, reached their
lowest points in the period directly after the financial crisis, and then began to rise rapidly in
the 2010-2015 period.

What is the explanation for this inverse pattern? My explanation is that China’s
behavior—rather than its relative size or growth rate—is what has motivated policymakers.
Policymakers view this behavior as a reliable signal of whether Beijing harbors offensive
intentions or not, whereas raw calculations of China’s aggregate power convey no such insight.
Indeed, by matching China’s behavior with American policymakers’ concerns in the same way
| did for China’s growth rates, | find behavior tracks much more closely with American
policymakers’ level of confidence in liberal engagement. Coming off of the Tiananmen Square
massacre, American policymakers’ perceptions of China were at an all-time low in the post-
rapprochement era. However, as China continued to reform and open up throughout the 1990s
and 2000s, American policymakers grew increasingly convinced that engagement with China
would benefit the U.S. economy; moderate China’s foreign policy; liberalize their domestic
policies; and hence minimize the chance of conflict. This confidence in the power of
engagement reached its peak at the beginning of the Obama administration, when Deputy
Secretary of State James Steinberg launched his approach of “strategic reassurance.”186

However, China’s behavior in 2009 and 2010 left Washington feeling that Beijing had
not only rejected its “olive branch”, but had actually adopted an even more aggressive policy
on both economic and military fronts.*®” Beijing became increasingly assertive over territorial

disputes in the South and East China Seas and began reverting to an increasingly mercantilist

186 (Steinberg, 2014)
187 (Dollar, 2014; Huntsman, 2014; Keith, 2014; Paal, 2014)
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set of economic policies.'® These revisionist behaviors appeared in direct contrast to Beijing’s
publically stated intention to rise peacefully and assume the role of a “responsible stakeholder.”
Consequently, some policymakers began to fear that Beijing might harbor intentions more
offensive than they had previously thought. This began to erode policymakers’ confidence in
the applicability of the neoliberal beliefs hitherto undergirding their support for liberal
engagement.

However, to get a clearer picture of the relationship between China’s growth rates and
American concerns, | narrow my focus to the 2000s.18 As Figure 4.1 indicates, China’s annual
growth rates rose higher and higher from 2000 to 2007, ultimately climbing to 14.7%. At the
same time, the growth rates in America declined, recovered, and then began to decline again.
During this period, a theory that prioritized relative gains would expect to see support for
containment rising among America’s foreign policy elite. Yet the exact opposite occurred.
Numerous officials reported that the Bush administration’s commitment to engagement only
increased and solidified over the course of their term.'*® Ian Johnston’s International Security
article also demonstrates that public perceptions of China as a revisionist power remained
consistently low throughout the 2000s, but began to increase exponentially from late 2009 up
through 2012.1%

While the financial crisis hit both countries hard, the United States suffered more. Once
again, this should have increased support for containment among America’s policymakers if

they were prioritizing relative gains because the pace of American decline seemed to be rapidly

188 There is a robust debate as to whether China’s recent behavior is, in fact, newly assertive. I will address this
debate in detail in Chapter #8. For now, see (Christensen, 2014; Friedberg, 2011, 2012; Johnston, 2013; M.
Swaine, 2010, 2011) for arguments on why China’s behavior is or is not newly assertive.

189 Many analysts did not really consider China as having reached the threshold to really deter the U.S. militarily
or economically until the 2000s.

190 (Green, 2014; Keith, 2014; Negroponte, 2014; Rice, 2015; Schriver, 2014)
191 (Johnston 2013, p. 10-12)
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accelerating, closing the window of opportunity for America to try to prevent China’s rise.%
However, as | will demonstrate in Chapter 8, the Obama administration entered office even
more committed to engagement than Bush had been, and worked hard to embrace China
wherever possible during its first year. Therefore, at the very moment when structural realism
would expect relative gains concerns and support for containment to be at their peak among
America’s foreign policy elite, they were actually at their lowest levels of the entire post-Cold
War period.

Only in 2011 did the administration begin to make a noticeable shift in its strategy
toward a more hardline approach to China. However, looking at Figure 4.1 demonstrates that
in 2011, the U.S. economy had returned to stable growth rates that were relatively closer to
China’s than at any point in the previous ten years. In contrast, China’s annual percentage
growth rates continued to decelerate. Indeed, though the data set that was used to construct this
graph does not include the growth rates for 2014 and 2015, the gap between the U.S. and China
continued to narrow even further, with China’s growth continuing to decelerate to 7.4% and
America accelerating to 2.5% in 2014. In fact, in 2015 China’s official growth rate dipped to
6.9%, with many economists arguing that it was actually closer to 5%.1% Regardless, even
6.9% would still be the slowest growth China had experienced since the year after the 1989
Tiananmen Massacre, when the developed economies imposed crippling sanctions on
China.'® Therefore, if China’s economic rise was truly fueling concerns, the tenor of concerns
about China should have also declined during this period because while China was still
growing faster than America, the degree to which it was outpacing American growth was

declining. However, the opposite trend transpired, with concerns rising rapidly.

192 See (Copeland, 2001) for a discussion of his Dynamic Differentials Theory.
193 (Magnier, 2016; “Whether to believe China’s GDP figures,” 2015)
194 (Magnier, 2016)

105



Chapter 4

Figure 4.1
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Looking at military expenditures also fails to explain changing levels of concern about
China’s rise among American policymakers. Figure 4.2 demonstrates that Chinese military
expenditures held constant between 2% and 2.2% of GDP throughout the 2000s. In fact, they
were on average higher during the Bush administration (typically between 2.1% and 2.2% of
GDP) than during the Obama administration (usually at 2%). Again, there was no significant
increase in Chinese military expenditures as a percentage of GDP that correlated to the increase
in concerns among American foreign policy elites beginning in 2011. Military expenditures
then climbed to 2.2% of GDP in 2009, when confidence in the engagement strategy was at its
peak among American leaders, and then dropped back down to 2% throughout the 2010-2014

period when concerns in America about China rose so rapidly.

Figure 4.2
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China's Annual Military Expenditures

Military Expenditure as a Percentage of GDP

Percent of GDP ‘

Source: SIPRI Military Index

Therefore, the percentage spent on the military actually dropped and then held constant
over the period when American concerns about China were rising. When this is combined with
the fact that the rates of China’s GDP growth were decelerating through the period as well, the
result is that the rate of China’s nominal military spending was also decelerating. Figure 4.3

captures this reality.

Figure 4.3:
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As the graph demonstrates, the growth rates in Beijing’s nominal military budget were
quite volatile—achieving over 20% growth rates in 2000, 2006, and 2008, and bottoming at
just over 5% in 2009. Therefore, if American policymakers were primarily focused on the
increase in Chinese military expenditures in a nominal sense, then concerns should have been
rising in the 2002-2005 period, and then declining significantly in the 2009-2012 era when
percentage increases in the military budget were at their all time low for the period. Again,
however, there was no significant increase in concerns about China or any erosion of
commitment to neoliberal engagement through the 2002-2005 period, but there was a
significant uptick in concerns in the 2011-2013 years, during which military spending rates
were growing at their slowest pace of any point in the 2000s.

All of this reaffirms that it is not China’s size, wealth, or latent potential that cause
policymakers to question their commitment to a neoliberal strategy of engagement. Instead, it
is the actual behavior that China exhibits. For example, Clinton’s Deputy Assistant Secretary
of State for East Asia, Susan Shirk, said, “China is going to develop its military. That is
inevitable. But if we get the intentions right and the relationships right, then there is no need

to worry about capabilities.”**® Reflecting this (and providing perhaps the most official

195 (Shirk, 2014)
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confirmation of the preeminent importance of behavior), Secretary of Defense Ashton Carter
recently said in a speech before the Reagan National Defense Forum:

“As a rising power, it is expected that China will have growing ambitions and a
modernizing military, but how China behaves will be the true test of its commitment
to peace and security. This is why nations across the region are watching China’s
actions in the maritime domain and cyberspace.”*%

It would be harder to design a statement that more strongly emphasized the overriding
importance of behavior in terms of shaping American policymakers’ perspective towards
China. And as a demonstration of the bipartisan nature of this consensus, | also include an
exchange with former Deputy Secretary of Defense under George W. Bush, Paul Wolfowitz:

“(Riley): Would you agree that, if you looked at different foreign policy debates in the
U.S., our approach to China enjoys one of the most bipartisan degrees of consensus?

(Wolfowitz): T think that’s true, and it’s actually been true for quite a long time.

(Riley): And why do you think that is? As opposed to relations with Iran or North
Korea?

(Wolfowitz): I guess I’d say, first of all, because China behaves a lot better than Iran
or North Korea- the level of hostility is generally pretty well managed. Plus, the
potential positive gains are enormous where there is none of that with North Korea,
obviously, and not a whole lot of that with Iran either. So the incentives in that direction
are powerful, as well.”1%

However, perhaps the most powerful confirmation that recent concerns about China
stem from China’s behavior rather than its growth in material capabilities came in my final
interview for this project, which was with Thomas Mahnken, who served as the Assistant
Secretary for Policy Planning in the Defense Department during the Bush administration and
who previously held a variety of other positions in the Defense Department. | include his entire
response for a few reasons. First, Mahnken worked in the Office of Net Assessment (ONA) in
the Pentagon. ONA is the only department or agency in which I consistently found individuals

expressing relative gains concerns. This makes sense considering that ONA’s primary function

19 (Carter, 2015)
197 (Wolfowitz, 2015)
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is to assess long-term, existential military threats.'® Second, Mahnken’s background as a
professor of International Relations allowed him to lucidly translate his own practical
experience into theoretical terms. Third, as Dr. Mahnken himself would readily admit, he is
far more skeptical of Beijing’s long-term intentions than many of his colleagues. Here was his
response to my initial question about concerns regarding China’s rise:

“When people talk about the rise of China, they don’t really say what they mean. Is it
really the rise of China (AKA Chinese economic growth) that people are worried
about? I don’t think so. I think there are four aspects of China’s rise that bother us.
One is the fact that China today is more externally focused than it has been in the past.
Second, the Chinese leadership has more of a maritime focus relative to a continental
focus. Third, they appear to be increasingly anti status quo. Finally, and this is the one
people don’t like to talk about, China is drifting from more participatory and
democratic back to more authoritarian. | would argue that if you turned all four of these
rheostats to the other position, but left everything else the way it is now, including
economic growth, we’d be much less concerned. So a China that’s more internally
focused; that’s more focused on the Asian continent as opposed to maritime
economies; that appears to have bought into at least the major elements of the status
guo; and that is more pluralistic and democratic would be of much less concern to us,
even with a more rapidly growing economy. And the proof of that is India. India’s
economy right now is growing even faster and most people believe they have even
more long-term potential, but we’re not worried about India because India is a
democracy that does not appear aggressive and has bought into the status quo.”%

| further develop this argument in the Obama chapter by showing that policymakers
only began to re-evaluate their confidence in the moderating and liberalizing effects of
engagement after the 2010 period. This was done not in response to China’s growth, but in
response to Beijing’s increasingly aggressive approach toward territorial disputes in both the
South China and East China Seas, as well as the PLA’s anti-satellite tests and increased cyber
attacks on both U.S. civilian and military targets. Paralleling these more aggressive military
policies was an equally concerning drift back towards a more mercantilist set of economic
policies.?®® This included Beijing’s continued refusal to enforce intellectual property rights;

the introduction of new policies (like indigenous innovation requirements) meant to force

198 (Schake, 2015; Slaughter, 2014)
199 (Mahnken, 2015)
200 (Celico, 2014; Huntsman, 2014; Schwab, 2014)
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foreign companies to turn over technology secrets to their Chinese counterparts; persistent
efforts to deny market access to international competitors in sectors Beijing had agreed to open
as a result of entering the WTO; and perhaps most alarming, a growing boldness and
sophistication in the practice of corporate espionage.?%!

Certainly, some policymakers have always had doubts about whether engagement
would ultimately transform China into a liberal democracy with a peaceful foreign policy and
free-market economy. However, China’s recent actions have exacerbated these concerns.
Secretary Condoleezza Rice contextualized this percolating doubt by saying:

“Americans are very ideological and the view that eventually liberal economics and
liberal politics go together is still out there. More hopeful than certain right now, but
it’s still out there.”2%2

Paul Wolfowitz also acknowledged that some of the neoliberal beliefs that have
undergirded America’s policy towards China are experiencing renewed skepticism:

“T think it’s [confidence in the power of engagement] been weaker in this
administration [Obama] than either Bushes or Reagan. | think the Clinton people came
in with an exaggerated expectation that they could directly leverage human rights
improvements in China, but they eventually retreated on this...I would say it’s more a
matter of motivating internal reform and the hope that a more open, more liberal China
would be somewhat less inclined to adventurous foreign policy. Although in both
cases you are doing an awful lot of hoping. Especially now.”2%

In spite of these doubts, however, there have been no serious calls to abandon
engagement. This reflects the fact that the degree of confidence required to revert to a
containment strategy in 2015 is much higher than it would have been in 1989. This is because
China is more powerful economically and militarily in 2015 than it was in 1989, and because
the American economy is far more intertwined with the Chinese economy in 2015 than it was
in 1989. Hence, trying to switch to a containment strategy at this point would involve far higher

adjustment costs for the United States. Furthermore, given that China is now a member of the

201 (Celico, 2014)
202 (Rice, 2015)
203 (Wolfowitz, 2015)
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World Trade Organization, the Financial Stability Board, and many other multilateral
institutions and because China has become an integral piece in the global product chain—
particularly in East-Asia—it would be much more difficult to actually implement a meaningful
containment strategy.2%

Thus, while recent actions indicate that Beijing might not be fully committed to a
peaceful rise (or at least that engagement and interdependence with America might not produce
the degree of liberalization and moderation that American policymakers had hoped), more
substantial evidence that China is, in fact, an aggressive revisionist power is required given the
massive levels of interdependence that the two countries have now reached. Indeed, several
policymakers indicated that it would probably take the sort of overt aggression, like that which
Russia displayed in Ukraine. The below exchange with James Keith provides a good example
of this thinking:

“(Riley) So what would it take for the U.S. to move towards a containment strategy?

(Keith) Take for example the situation with Russia, its taken quite explicit black and
white kind of actions on the part of the Russians to build the international consensus
for sanctions. With China, however, there was never a catalyst for abandoning
engagement and moving towards a policy that framed China as a much more direct
threat that required a more direct and immediate counter.

(Riley) So China’s current actions in the South China Sea are not sufficient, but if
China were to begin taking actions that were more black and white, like what Russia
did in Ukraine, then we would act?

(Keith) Right, the devil’s advocate would say it’s too late. You should’ve taken action
sooner if you’re a responsible world leader as the Americans should be. You should
have seen this coming and taken steps to prevent it.

(Riley): But no one ever made those arguments within the (Bush) administration?

(Keith): There was never anything close to it! The policy consensus on engagement

remained firmly intact.”?%

204 (B. Gates, 2015; Nye, 2014; Petraeus, 2014; Zoellick, 2014)
205 (Keith, 2014)
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As Keith indicates, doubts about Beijing’s future intentions have yet to reach the point
of collapsing the neoliberal beliefs that support engagement. In fact, in responding to why
American policymakers have not approached the Chinese the same way they did the Soviets,
Paul Wolfowitz was almost incredulous:

“Because what the Chinese have been doing in recent years with these artificial islands
in the South China Sea is nothing compared to what Soviet ambitions appeared to look
like. And more importantly, it’s nothing compared to what China’s ambitions looked
like before the break with the Soviet Union.”?%

Reflecting this assessment in his diary, President George W. Bush says he considered
his Chinese counterpart, President Hu, to be “a practical leader focused inward, not an
ideologue likely to stir up trouble abroad.”?%” In recent years, however, cracks in this neoliberal
consensus have begun to emerge. To this end, Paul Wolfowitz now warns that while China’s
actions so far have not warranted a full policy reversal, “If China becomes more overt in the
naval challenge, or in the nuclear challenge, you’ll get somewhat different—more hardline—
reactions here in the U.S.”2% The example that most people gave for the types of behavior that
could bring about this type of policy reversal typically used Russia’s recent actions in Ukraine
as an example.?%®

If we put all of these hypotheses together, they demonstrate that American
policymakers have favored an engagement strategy with China because of a CBA that was
heavily influenced by a powerful set of neoliberal causal beliefs. As long as these beliefs
remained intact, policymakers’ confidence in engagement remained steadfast. The only thing

that ever brought these beliefs and the engagement strategy they endorsed into question was

China’s behavior. Therefore, contrary to what structural realism would anticipate, it has not

206 (Wolfowitz, 2015)

207 (Bush 2010, p. 427-428)

208 (Wolfowitz, 2015)

209 (Burrows, 2015; Gordon, 2014; Panetta, 2015; Slaughter, 2014)

113



Chapter 4

been the rise of Chinese power that has raised American policymakers’ concerns as of late.
Instead, it has been the rise in Chinese assertiveness that has alarmed American policymakers.
Capabilities have mattered only in so far as the pursuit and prioritization of particular weapons
systems indicate potentially offensive ambitions among China’s senior leadership. Even here,
the tangible effect of these concerns on American foreign policy has been restricted to
increasing policymakers’ willingness to invest more heavily in hedging China. As of yet,

concerns have not reached the level for a full abandonment of engagement.

Corollaries:

Anti-China Campaign Rhetoric Dissipates Quickly in the Oval:

In addition to these primary hypotheses, there are two interesting corollaries that
emerged from this analysis. First, to appease domestic audiences, many of the presidents—
particularly Bill Clinton and George W. Bush—have campaigned for president on a platform
of “getting tough with China.” However, as James Keith points out, this electoral agenda is
soon abandoned once confronted with the realities of governing:

“China policy is politicized during the campaign, but then when either right or left
comes into power, they tend to govern from the center because that’s where they define
American interest. So despite the fact that many different kinds of administrations have
been in power in the United States since normalization, you’ve had either slightly left
of center or right of center policies all the way through...But the core agenda for China
is pretty straight-forwardly captured by engagement.”?'

In fairness, some administrations have tried to carry their campaign rhetoric into the
White House. This was particularly true of the Clinton administration. However, as George H.
W. Bush’s Senior Director for Asia on the National Security Council, Doug Paal, put it:

“Even if administrations come into office and bluster around for a bit, they quickly
realize that dealing with China is much messier than they thought or prepared for, and
they begin to accept that messiness and work with it.” 2

210 (Keith, 2014)
211 (Paal, 2014)
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This view that administrations quickly move back to the engagement consensus once
in office is not new. Former U.S. Ambassador to China and long-time State Department
official, Stapleton Roy, argues that this perspective goes back even further:

“It was both Clinton and Bush’s perspective that the best way to handle the relationship

was to not try to contain them [China], which would ensure that they become an enemy.

Instead, it was to engage them, believing that the force of our economy would help

liberalize and modernize them...this has been the perspective of every presidential

administration dating back to Nixon.”?!?

This leads to my first corollary:
C1: Even presidential candidates who rely on hardline rhetoric towards China

during the campaign quickly reverted to a neoliberal engagement strategy once
in office.

The Power of the President in China Policy:

The second corollary emerges from the fact that throughout the post-Cold War period
the American public, the media, and Congress have frequently opposed a neoliberal strategy
of comprehensive engagement with China. In fact, a study by former Labor Secretary Robert
Reich found that Americans were actually willing to take a cut in their own salary in order to
inflict relatively greater economic damage on Chinese workers.?*3 Because they are much more
responsive to popular demands (and because none of them are individually responsible for
foreign policy), Congressmen are traditionally far more aggressive in their rhetoric about
China, as well. Indeed, Peter Trubowitz and Jungkun Seo demonstrate how Congressmen from
both parties have traditionally deployed “The China Card,” against Presidents from the
opposing party.?* Thus, when a Republican is in the White House, he can expect fierce
opposition from Democrats on Capitol Hill for being too cozy with Beijing, and the reverse is

true of Democratic presidents. The below exchange with former Director of the Central

212 (Roy, 2014)
213 Examples include (Mastanduno, 1991; Reich, 1990)
214 (Trubowitz & Seo, 2012a, p. 204-206)
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Intelligence Agency and National Security Administration, Michael Hayden is pretty
indicative:

“(Riley): Most of the people | have interviewed indicate that the executive branch is
fairly consistent on China policy from administration to administration.

(Hayden): That’s right.

(Riley): The fault line is between the Hill and the executive branch. The Hill constantly
wanting to take a more aggressive, assertive stance?

(Hayden): Yeah, always.”?%°

When | asked interviewees why there was this divide, | typically got an answer that
emphasized the importance of “parochial” interests. Anti-China groups come together in a
rather strange alliance that includes labor, human rights, and environmental groups within the
Democratic Party and evangelical Christian, anti-Communist, and pro-Taiwan factions within
the Republican Party. Sandy Berger, former National Security Adviser to Bill Clinton, gave a
good description of why Congress is much more hardline in its China policies:

“People are far more critical of China on the Hill. The president has the broader view.

He looks at the strategic importance of China in the region, and can't imagine a stable

Asia without a stable China and without a strong U.S.-China relationship.

Congressmen have a much more parochial view; and there's no question—particularly

on the Democratic side—that there's been a harder line, and it's come very much from

the special interests. Labor has been very tough on China. Labor believes that tens of

millions of jobs have gone from the United States to China, so labor is very anti-China.

The human rights community, which is not large in number but is vocal and well

organized, believes China is a repressive place. So your observation is correct. The

president has a much broader responsibility and Congress has always been tougher
because it’s responding to a much narrower set of pressures that are domestic.”?1

As Berger indicates, while some of the concerns that these Congressmen express are
couched in national security arguments, these are primarily a veneer. The real source of these

“hawkish” statements stem primarily from labor, manufacturing, environmental, and human

rights groups that oppose trade with China for a variety of normative and self-interested

215 (Hayden, 2014)
216 (Berger, 2015)
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reasons. National security is merely a more politically salient mask for these interest groups.?*’
As former House Speaker, Dennis Hastert put it:

“The Democrats played the union and environmental angle; but for Republicans who
were against China, it was basically an anti-communist reason. 1 think another factor
that people never really pay much attention to is that the country of Taiwan is very
active in Congress. When a freshman member of Congress comes in, either in their
first or second year, they’re always invited to come to Taiwan on a big trip.”?!8

Regardless of the motivation, however, the fact remains that Congress was so hostile
to China and neoliberal engagement with Beijing that they rejected MFN extensions under
both Bush and Clinton.?*® Consequently, both Presidents had to expend significant political
capital in not just vetoing the legislation, but also in working to prevent a two-thirds majority
from coalescing around a veto-override measure. This domestic opposition would soften to
some degree during the 2000s, but it was nothing less than vitriolic for much of the 1990s.
Charles Kupchan and Peter Trubowitz also demonstrate convincingly that this broad,
bipartisan consensus for liberal internationalism has not returned in the Obama years, as many
had hoped. Indeed, if anything bipartisan support for engagement has eroded both in Congress
and among the general populace in the past eight years.??° In spite of this opposition from the
general public and Congress, however, | argue that presidents throughout the post-Cold War
period have consistently prevailed in maintaining their broad-based engagement strategy.
There have been instances when this domestic outrage became so intense that the President
had no choice but to comply. However, these instances were isolated almost exclusively to the
immediate aftermath of the Tiananmen massacres, when domestic opposition to China was at

its peak. This period will be covered in great detail in the George H. W. Bush chapter. While

27 Multiple Senators, Congressmen, staffers, and others who interact with Capitol Hill confirmed this
explanation, including (Jonston, 2014; Kapp, 2014; Lugar, 2014; Paal, 2014; Rosen, 2015; Sasser, 2014; Shirk,
2014)

218 (Hastert, 2015)
219 (Trubowitz & Seo, 2012a, p. 207-208)
220 (Kupchan & Trubowitz, 2010, p.95-96)
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it will reveal that Bush did have to take a more hardline stance than he preferred, it will also
demonstrate that because he was willing to expend significant political capital, he was able to
maintain the pillars of neoliberal engagement and isolate the more hardline responses to the
margins of the relationship.

This leads to my second corollary:

C2: Presidents have consistently prevailed in executing their preferred strategy
of neoliberal engagement with China, despite fierce domestic opposition.

If we put C1 and C2 together, we are left with another confounding puzzle for
neorealists, who might try to justify America’s pursuit of engagement by saying that domestic
politics were hamstringing the president from pursuing containment. In reality, though, the
American public has tried to push their leaders to pursue a more hardline strategy, but
presidents have consistently rejected this pressure and pursued their broad-based engagement
strategy in spite of, not because of, domestic political factors. This phenomenon is represented

visually in Figure 4.4

Figure 4.4
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Potential Alternative Explanations:

In Chapter 2, | identified two potential competing explanations. The first was:
ALTERNATIVE HYPOTHESIS #1: American policymakers preferred

containment, but powerful business interests forced them to pursue a neoliberal
engagement strategy in order to boost corporate profits.
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In order to for this to be true, one would need to demonstrate that American
policymakers within the Executive Branch wanted to contain China, and backed away from
this preferred strategy only (or at least largely) in response to pressure from corporations who
feared that such a policy would damage their private profits. However, as this chapter has
demonstrated, policymakers had no desire to contain China in the first place. The subsequent
historical chapters will demonstrate that business leaders were powerful allies for members of
the Executive Branch in securing support for a neoliberal engagement strategy among the more
anti-free trade and anti-China factions on Capitol Hill. In this sense, corporate interests played
a powerful facilitating role, but not a causal role. Policymakers within the Executive Branch,
which are the focus for this paper, favored a strategy of neoliberal engagement independent of
corporate lobbying efforts. I offer two pieces of evidence for this fact.

First, if this explanation were true, then those members of the administration most
attune to the interests of powerful corporations and prospective donors (namely the presidents’
political advisers) should have been advocating most strongly for increased engagement, while
officials who did not have frequent contact with lobbyists and hence who were less susceptible
to such pressure (particularly officials in the intelligence agencies, Department of Defense, and
National Security Council) were fighting to restrict engagement and interdependence.
However, the subsequent historical chapters will demonstrate that the opposite was often true.
At numerous junctures, security officials were encouraging faster and more comprehensive
engagement, while political advisers were advocating a more gradual and restricted approach
due to domestic political opposition.

For example, during the Tiananmen Crisis, it was the President and his National

Security Adviser, Brent Scowcroft, who were most adamant that full engagement be restored
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as quickly as possible after Tiananmen.??! Meanwhile the President’s long-time political
adviser, James Baker, was cautioning Bush against an overly conciliatory response due to
domestic outrage against China.??? Furthermore, during the 1990 fight with Congress over
MFEN, multiple sources in the administration, in Congress, and even those associated with
corporate lobbying efforts acknowledged that corporations and even the U.S. China Business
Council remained largely silent in those initial debates due to PR concerns about being seen as
to blatantly supportive of the “butchers of Beijing.”?%

During President Clinton’s crucial decision of whether to sign the bilateral agreement
that would admit China into the WTO, the President’s national security team (including
Madeleine Albright, Sandy Berger, Ken Lieberthal, and Susan Shirk) were fervently in support
of signing the agreement as soon as possible (during Zhu Rongji’s visit in the Spring of 1997),
while key members of President’s political team (including John Podesta, Gene Sperling, and
Bob Rubin) were more reluctant.??*

Multiple officials within the Bush 43 administration remembered that those individuals
most concerned about expanding and deepening political and economic engagement with
China were members of Bush’s political team. In particular they remeber Karl Rove (the
President’s chief political adviser) and his staff worrying about how this pro-engagement
strategy would play with domestic constituencies that were much more anti-China. 2%

Reflecting this assessment, Ambassador Susan Schwab, who served as President Bush’s U.S.

Trade Representative, recalls that there was never any pressure from the State Department,

221 (G. H. W. Bush & Scowcroft, 1998; B. Gates, 2015; Kimmitt, 2014; Paal, 2014; Scowcroft, 2014; Sununu,
2014)

222 (Baker, 1995, 2014; Kimmitt, 2014; Paal, 2014; Sununu, 2014)
223 (Baker, 2014; Hastert, 2015; Jonston, 2014; Kapp, 2014; Lugar, 2014; Sasser, 2014; Sununu, 2014)

224 (Albright, 2003; Barshefsky, 2014; Berger, 2015; Lieberthal, 2014; Podesta, 2014; Shirk, 2014; Summers,
2014)

225 (Armitage, 2014; Burrows, 2015; Gordon, 2014; Green, 2014; Schake, 2015; Schriver, 2014)
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Defense Department, or others within the National Security Council to take a tougher line in
negotiations with the Chinese. To the contrary, she remembers that it was her practice to notify
officials within these departments before USTR took any punitive action against the Chinese
for trade violations to ensure that these reprisals would not overly complicate the
administration’s broader engagement strategy. 2

The architect of Strategic Reassurance, which represented the apex of the Obama
administration’s pro-engagement strategy, was James Steinberg; but Steinberg was a long-time
national security professional and academic—not a political adviser.??” Finally, numerous
officials remember that President Obama’s imposition of the tariff on Chinese tire imports was
a contentious battle within the administration that placed the President’s national security and
economic advisers on one side (against imposing the tariff), and the President’s political
advisers in the opposite camp (in favor of imposing the tariff).2

Thus, to the extent that there were any disagreements within the various administrations
regarding how quickly or how far to pursue increased engagement and interdependence, the
breakdown usually pitted the presidents’ political advisers, who favored a more moderated and
cautious approach to engagement, against his actual security advisers, who preferred a bolder
and more aggressive engagement strategy. This is the exact opposite from what one would
expect if these administrations were only supporting an engagement strategy as a result of
pressure from powerful corporate interests. The political advisers, who should have been most
susceptible to corporate pressure, were often less enthusiastic about enhanced engagement than
their colleagues in the security departments and agencies, who were more insulated from any

sort of corporate lobbying efforts.
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Second, those individuals who were at the forefront of lobbying on behalf of American
corporations doing business in China readily acknowledge that while they worked tirelessly to
secure support for engagement on Capitol Hill, they were always working in concert with—
never in opposition to—the Executive Branch. For example Robert Kapp served as the
President of the U.S.-China Business Council (USCBC). USCBC serves as the primary entity
representing the various businesses involved in bilateral trade and investment with China. He
vividly recalled his efforts as USCBC President to secure support for various economic
liberalization packages on Capitol Hill, but he readily acknowledged that the vast majority, if
not the entirety, of these efforts were focused on Capitol Hill—not the Executive Branch.??°
To the contrary, not only did the Executive Branch agree with these business groups, they
frequently relied on them as effective surrogates in lobbying members of Congress to back
legislation that would facilitate increased interdependence and trade. In fact, all of the senior
members of Congress that | interviewed affirmed that it was the Executive Branch working in
concert with these business groups to persuade reluctant Congressmen to support this
neoliberal engagement strategy. 2° Therefore, there is compelling evidence to reject
Alternative Hypothesis #1.

The second potential competing explanation is:

ALTERNATIVE HYPOTHESIS #2: American policymakers were willing to
pursue engagement only because the unique characteristics of the unipolar order
meant they were able to discount concerns about relative gains.

This alternative explanation is harder to disprove. First, it is a counterfactual, because
it posits that America would have responded to China differently if China’s rise had occurred
in a bipolar or multipolar system. Because this is a counterfactual claim, there is no way to

definitely prove or disprove its veracity. One way to more thoroughly assess this argument
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would be to compare America’s approach to China with similar historical examples that took
place in multipolar or bipolar structures. However, the research design for this project does not
include these detailed comparative case studies. Consequently, this project would benefit from
a future study that conducted these sorts of detailed cross comparisons. Some potential cases
could include America’s response to the rise of the Soviet Union or Imperial Japan; Britain’s
strategy for managing America’s rise; or any number of cases involving power transitions
among the various European powers.

The best | can do in this project is to examine whether confidence in this neoliberal
engagement strategy has diminished as America’s relative share of global economic and
military power has waned, and/or as its relative advantage over China in these two
measurements has dwindled. This has been the central question of this project, and the
conclusion that | have reached is a definitive, “No!” Policymakers have not prioritized relative
gains or favored containment, and to the extent that support for this neoliberal engagement
strategy has varied over time, this has been in response to changes in China’s behavior—not
changes in its aggregate power relative to America’s. This is abundantly clear from the quotes
and other facts already presented in this thesis, and will be reinforced in the subsequent
historical chapters.

Furthermore, policymakers do not believe that their preference for engagement was
contingent on unipolarity, because they explicitly stated that behavior—not measurements of
aggregate power—were the focus of their calculus. Because so many of the individuals I
interviewed served in both Cold War and post-Cold War administrations, one would think that
when asked why relative gains and containment were so much more important in relations with
the Soviet Union than in relations with China, these officials would have emphasized the
different dynamics of a bipolar versus multipolar order if that was important. At least they

would have highlighted the fact that relative gains were more of a concern with the Soviet
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Union because the Soviet Union’s aggregate power was much closer to America’s than China’s
has been at any point in the post-Cold War era, and that this relative advantage has made
policymakers more comfortable accepting relative losses with China than they were with the
Soviets. However, none of the interviewees drew this distinction. Instead, the distinction that
they universally made was the difference in the behavior and ultimate aims of China and the
USSR. The USSR was more aggressive in its behavior and ambitious in its ultimate goals,
which caused policymakers to frame the relationship in more zero-sum terms. Indeed, whereas
China has willingly joined the international economic order that America and its allies created
in the post-WWII era, the Soviets created a parallel order designed to compete against and
ultimately usurp this order.

Nonetheless, even though | found no evidence to support this claim, I concede that it is
still possible that policymakers’ willingness to pursue a neoliberal economic engagement
strategy towards China has merely been an epiphenomenal consequence of unipolarity. Given
the fact that | began this project as a structural realist, looking for a structural explanation to
America’s behavior, | would have quickly highlighted any such evidence that emerged from
the interviews, memoirs, or declassified government documents. This makes the dearth of any
such evidence all the more powerful. However, the absence of evidence cannot alone falsify a
hypothesis. Indeed, the problem with counterfactual claims of this sort is that they are largely
non-falsifiable. Thus, I will accept that there is a possibility that policymakers’ neoliberal
beliefs and preference for engagement are merely epiphenomenal effects of the unipolar
distribution of power within the post-Cold War order. However, given that there is no evidence
to support this claim, and there is overwhelming evidence to support my behavior-centric
explanation, I do not see this as requiring me to dilute or place caveats on my theory.

The historical case studies in the following chapters will provide a more robust defense

of my behavior-centric theory, and will refute in greater detail these and other potential
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competing explanations. For now, though, |1 am content to have provided strong evidence in
support of my four hypotheses and two corollaries, to have disproved one alternative
hypothesis, and to have set aside the other competing explanation as possible, but neither

probable nor falsifiable.
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Chapter 5 George H. W. Bush

The Fight to Preserve Engagement After Tiananmen

Executive Summary: This Chapter evaluates the applicability of my four hypotheses and two
corollaries to the George H. W. Bush administration. It finds that the administration strongly
preferred a strategy of comprehensive engagement to either conditional engagement or
containment. The President and his team’s preference for engagement were the result of a
rational cost-benefit analysis (CBA) that evaluated the short and long-term costs and benefits
of engaging China as opposed to trying to contain China (H1). This CBA relied on a powerful
set of neoliberal causal beliefs about the transformative and pacifying effects of engagement
(H2). However, the administration did not apply these beliefs to relations with all states, which
makes this a predominantly rational—as opposed to ideological—explanation (H3). Consistent
with my behavior-centric model, Beijing’s brutal suppression of the Tiananmen protests forced
the administration to re-evaluate their engagement strategy (H4). However, because the
Chinese expressed a strong desire to move past these tensions, the Bush administration’s re-
evaluation of its engagement strategy did not result in a reversion to containment, or even
conditional engagement. Considering the Bush 41 administration began its tenure decidedly
supportive of engagement, (C1) is not applicable in this case. However, because the American
public and Congress vociferously opposed the administration’s continued preference for
comprehensive engagement after Tiananmen, (C2) is highly relevant.

Introduction:

Balancing against the Soviets had been the initial strategic rationale for allying with
China, and it continued to provide the underlying justification for the relationship through the
end of the Cold War. However, as Chapter 3 demonstrated, this rationale was gone by
Tiananmen. Indeed, the father of U.S.-China relations and America’s most famous “realist”
practitioner, Henry Kissinger, summarized the monumental shift that took place over the
course of the Tiananmen crisis this way:

“No American president in the 1970s would have risked confrontation with China so
long as the Soviet Union loomed large as a strategic threat. On the American side,
however, the disintegration of the Soviet Union was seen as representing a kind of
universal triumph of democratic values. A bipartisan sentiment held that traditional
“history” was being superseded: allies and adversaries alike were moving inexorably
toward adopting a multiparty parliamentary democracy and open markets [institutions
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that, in the American view, were inevitably linked]. Any obstacles in the way of this
wave would be swept aside.”?*

This outlook is also confirmed by Robert Gates, who was serving as the Deputy
National Security Adviser at the time of the Tiananmen massacre and then went on to serve as
Director of the CIA for George H.W. Bush. Gates reports:

“By Tiananmen, the Soviet angle was of diminishing importance. The Soviet Union
was changing dramatically, and by 1989, it was clearly in big trouble...I think it
(support for maintaining engagement) had to do more with the reality of China being
a major player in the post-Cold War era...and the importance of the U.S. having a
sustained relationship with them in terms of how they conducted themselves.”**

Indeed, General Brent Scowcroft said, “After Tiananmen, the Cold War justification
was over, so we had to build a new justification for the relationship with China. Basically, we
had to start over again completely.”?3 Thus, while neorealist theories might be able to account
for the close cooperation between the United States and China up through Tiananmen as
balancing against the Soviets in a sort of classic Realpolitik example of “the enemy of my
enemy is my friend,” this justification loses traction in the aftermath of Tiananmen.

Understanding this broader strategic context, as well as the public outrage after
Tiananmen, underscores just how easy it would have been for the Bush Administration to
switch to a strategy of containment towards China. Indeed, Bush’s longest-serving political
adviser and Secretary of State, James Baker, highlighted how politically attractive this decision
might have been in the short-run for a Republican President:

“[During the Cold War], my party won a lot of elections on having an enemy, because
we were the stronger party on national security issues. But when the Soviet Union
collapsed and the Cold War ended, we lost our enemy; so there were a lot of people,
particularly in the hard right of the Republican Party, looking for an enemy. China
was a great possibility there.”?3
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However, George Bush not only refused to use public consternation over Tiananmen
as a pretense for containment; he actually sacrificed considerable political capital in order to
resist congressional demands for a more hardline response. Bush and his advisers did this—in
no small measure—because they understood the power of path dependency. If they acquiesced
to popular demands to ostracize Beijing, this easily could lead—intentionally or
unintentionally—to containment. Once on a path of containment and alienation, those who
favored and benefitted from alienation in both societies would gain the upper hand, making it
extremely difficult to renew relations.?® In contrast, if the administration could shepherd
relations through this tumultuous time and allow the commercial, cultural, and political
intercourse between the two nations to continue deepening, then breaking relations in the future
would become increasingly difficult.

After almost half a century on the exhausting and perilous marathon that was the Cold
War, Bush and his team desperately wanted to build “A New World Order”.?% There was
simply no appetite to begin anew another epoch conflict with China of the sort they were just
finishing with the Soviets; and Beijing was giving them little cause to embark on such a
journey. 2" Beijing did not have an ideological agenda, so there would be no renewed
“competition for the soul of mankind.”?3 Unlike the Soviets, the Chinese wanted to participate
in the global economic system that America and its allies had created. They were not pursuing
a competitive parallel system, but asking for admission into the existing one.?*° At the same
time, however, Bush was ultimately accountable to his electorate; and amidst the demise of

communism in Europe and the ascendency of cable news, the American people refused to
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accept—much less embrace—a government that would brutally massacre its own people for
peacefully requesting the very rights and liberties that Americans considered “self-evident.”?4
The question for the Bush administration, therefore, was whether it would cave to powerful
short-term political pressure to lock the Chinese out of this “New World Order”, or whether

Bush and his team would fight to preserve a strategy of “uncomfortable” but unconditional

engagement with China.

What would a relative gains policy have looked like?

The above discussion provides a general framework for what the differences between a
containment and engagement strategy might have looked like for Bush 41. However, in the
following paragraphs, I will put these differences in more concrete terms by adapting the
general framework for distinguishing among containment, conditional engagement, and
comprehensive engagement that was developed in Chapter 4 to the specific issues the Bush
administration faced.

A containment strategy would have sought to further stoke domestic and international
anger with Beijing after Tiananmen to secure support for a more comprehensive containment
regime. The Bush administration would have done everything possible to prevent a subsequent
re-normalization of relations. At a bare minimum, a containment strategy would have imposed
sweeping economic sanctions, and would not have granted exceptions to these sanctions. This
strategy would also have tried to keep China isolated from other nations (particularly the other
leading economies), and would never have tried to mollify domestic or international criticism
of China. As such, public or private emissaries would have been completely out of the question.

Under a conditional engagement strategy, Bush would have been unequivocal in his

condemnation of Beijing. He would have made renewed engagement—both politically and
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economically—contingent on a full apology and reconciliation for the massacre. It would also
likely have mandated that China demonstrate significant progress in human rights, anti-
proliferation, and trade compliance. While the administration would have preferred to return
to normalcy as soon as possible after Tiananmen, Beijing would have to make the initial
overtures. Thus, both the exchange of emissaries and the renewal of most-favored nation trade
status would be contingent on Beijing recanting its actions, forgiving the students and
demonstrators, and making significant improvements in human rights protections.

A comprehensive engagement strategy would have favored the rapid and complete
re-normalization of economic, political, and cultural relations after Tiananmen without
conditions. To this end, it would have sought to mollify the American public, Congress, and
even international allies that wanted to take a more hardline response. The administration
would have been willing to expend significant political capital both at home and abroad in
order to protect liberal engagement. When the administration did take punitive action or
criticize Beijing publically, the motivation would be to stave off and pre-empt even more
hardline demands from Congress. The President would have also been willing to take big risks,
such as sending secret emissaries, in order to try to restore relations.

With this framework, I now review the administration’s actual policies and the

rationales for those policies.

Historical Record:

The Initial Response to Tiananmen:

In the days leading up to the crackdown, President Bush had been vacationing at his
home in Kennebunkport, Maine. White House Chief of Staff, John Sununu, was the President’s
only senior advisor in Maine when he received the initial reports of the crackdown on the

morning of June 4. While being isolated from his foreign policy team might have been a
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problem for most presidents, Sununu recalls that “Bush was the expert on China, and he knew
how he wanted to respond.”?*! During his time as America’s Ambassador to the United Nations
from 1971-1973, Bush oversaw the PRC’s investiture at the U.N. He later was dispatched to
China as the Chief of America’s Liaison office in Beijing from 1974 to 1975, and served as
Director of Central Intelligence from 1976-1977. In fact, several of Bush’s senior advisers
endearingly referred to the President as “the government’s desk officer for China,” or “Our top
China Hand.”?*? Bush’s long-time friend and Secretary of State, James Baker, said bluntly,
“China policy during Tiananmen was pretty much determined by George H.-W. Bush.”?4

According to Sununu, Scowcroft, and Baker, the President had decided what the broad
strokes of America’s response should be by mid-day on June 4 Washington time. While
political realities caused some changes in his desired approach over the ensuing months, his
personal assessment of was best for “America’s national interest” never wavered. As Cohen
describes it, “Publicly, the President worked to appease popular outrage...Privately, the
President acted as he thought best for the nation.”?4

The basic tenants of what Bush “thought best for the nation” are outlined here. First,
the President recognized that considering the severity of the violence and the degree of popular
outrage, he had no choice but to immediately censor China. At the same time, he believed the
administration should do everything in its power to minimize any long-term damage to the

bilateral relationship. As General Scowcroft said, “We knew we had to do something, but we
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wanted to do the bare minimum that would still make sense.”?*® This meant constraining the
duration, breadth, and severity of the censorship.?*® As Baker described:

“The President’s fundamental philosophy toward China was building on the Reagan
administration’s policy of broad engagement. China was an emerging Pacific colossus
that could not be ignored”.?’

Neorealism would expect this assessment that China was “an emerging Pacific
colossus” to lead American policymakers to a strategy of containment. In reality, however, the
administration viewed China’s potential power as emphasizing the importance of “broad
engagement”. While Baker “wholeheartedly agreed” with Bush’s strategic assessment, he was
also keenly aware of the domestic political realities. As such, he argued:

“We needed to proceed in a measured way...[Therefore] in expressing our outrage...it
was important to do so in a way to preempt punitive congressional legislation that
might be difficult to reverse.”?*

Thus, even when the administration did criticize China, the intent was not to build
support for hardline policies or containment. Instead, this criticism was meant to appease
Congressional critics, and pre-empt calls for even more hardline policies. The ultimate goal
remained unchanged: “to limit the scope and duration of any economic punishments that had
to be imposed.”?4

President Bush concurred with both of Baker’s assessments: that a firm condemnation
must be issued, but that it should be crafted in a way to prevent Congress from demanding
even harsher measures. To that end, the President immediately issued a press release and held
a White House Press Conference on June 5™, at which he laid out his response:

“I am ordering the following actions: Suspension of all government-to-government
sales and commercial exports of weapons, suspension of visits between U.S. and
Chinese military leaders, sympathetic review of requests by Chinese students in the
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United States to extend their stay, and the offer of humanitarian and medical assistance
through the Red Cross to those injured during the assault”?*°

However, many in Congress and the media viewed this response as too timid. They
wanted the President to impose more sweeping sanctions and to express more impassioned and
unequivocal criticisms of Beijing. To these critiques, Bush justified his “measured approach”
by cautioning:

“The process of democratization of Communist societies will not be a smooth one, and
we must react to setbacks in a way that stimulates rather than stifles progress to open
and representative systems.”2%!

True to his neoliberal instincts, Bush firmly believed that the best way to stimulate
further progress was to continue engaging China. Therefore, he was particularly adamant that
the sanctions be limited to the military, stating:

“On the commercial side, I don’t want to hurt the Chinese people. I happen to believe
that the commercial contacts have led to this quest for more freedom [in China]. | think
as people have commercial incentive, the move to democracy becomes more
inexorable. So what we’ve done is suspend certain things on the military side [and
protected the commercial side].”?%2

As proof that this public position also reflected the President’s private view, Bush wrote
in his diary on November 5:

“The matter [Tiananmen crackdown] got out of hand, and they made some terrible
mistakes...but somehow, we’ve got to get the relationship back on track. It’s in our
strategic interest; it’s in our cultural interest; it’s in our commercial interest.”?>®

Long-time Beijing correspondent, James Mann, said that this represented the first
instance of what would become Bush’s familiar pattern of further cracking down on China
only when forced and trying to do so in a way that would illicit minimal anger from Beijing.

In his words, “The Bush administration moved against China almost apologetically, always
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aware that if it didn’t act, Congress and the American public would demand that it go still
further.”2%

Despite strongly preferring a strategy of engagement, Pentagon leaders did not fight
the military freeze for two reasons. First, they recognized it was a measured response,
considering the PLA had attacked the demonstrators. Second, they believed taking these
preemptive steps was the best way to protect the broader economic and political relationship,
which they viewed as providing the bedrock for the long-term bilateral relationship.?*® Indeed,
General Sealock remembers, “We (DOD) wanted to do everything in our power to limit the
damage to the relationship.”?*® Therefore, to the extent that Pentagon leaders worried about
the President’s response, it was not that it was too little, but too much. In particular, they feared
that DOD “would be left holding the bag” in the sense that these military sanctions would be
left in place even after all other aspects of the relationship had returned to normalcy.®’

In spite of the military sanctions, Congressional anger over the administration’s “timid”
response continued to build. Immediately following the crackdown, the State Department
began crafting a plan that would prevent international financial institutions like the IMF and
World Bank from continuing to lend to China. However, Baker and other senior leaders made
the politically astute decision to delay calling for these sanctions until Secretary Baker’s June
20" testimony before the Senate Foreign Relations Committee, where he was certain to face
intense scrutiny for the temerity of the administration’s response. Baker announced the
administration’s intention to pursue this second round of sanctions in his opening statement,

knowing that doing so would pre-empt further demands.?®®
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These sanctions called for revoking China’s lending privileges at the World Bank and
other international financial institutions, which gave them a far more consequential effect than
the military freeze, because China desperately relied on access to these international loans. In
fact, China was the World Bank’s largest borrower at the time, taking $1.3 billion in 1988-
1989 and scheduled to receive another $2.3 billion in 1989-1990.%° At the July G-7 meeting
in Paris, all of the world’s leading economies agreed to suspend lending to China.?® By
combining the moratorium on loans from international institutions with a cessation of all
bilateral loans from the major economies, China was effectively locked out of the international
lending markets so critical to its development agenda. The most significant of these were the
Japanese, who ceased dispersing a $2.4 billion loan that had already been finalized and
suspended indefinitely the completion of a new $5.5 billion loan package.?®*

Baker also used the SFRC hearing to announce that he was suspending all senior
exchanges between American and Chinese officials. Combined with the announced freeze in
international lending, this achieved Baker’s intent of providing a temporary reprieve from
Congressional pressure. However, at the same time Baker was publically announcing this
prohibition against senior exchanges, he and the President were secretly arranging for National
Security Adviser, Brent Scowcroft, to visit Beijing in July.?®? The intent of the mission was
clear: to re-establish contact in hopes that Bush and Deng could begin to rescue the
relationship.2®3

Knowing that Congress and the public would be outraged by such an overture, Bush

went to extraordinary lengths to maintain the secrecy of the visit. Initially, Baker and
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Scowcroft were the only other American officials who knew about this plan. Indeed, this was
the most tightly held secret of the Bush Administration,?®* which emphasizes the importance
that the President placed on preserving the relationship, and the outrage he knew this secret
mission would spark if it leaked. It was so secret that the military plane carrying Scowcroft
and Eagleburger removed its identification markers and refueled in air to avoid any suspicion
from landing in Hawaii or Alaska.?®® The trip was so secret that a PLA air defense battery
almost shot down the plane as it approached Chinese air space because Deng had not informed
the military of the visit.2®

The overarching intent of the trip was simple: to reassure the Chinese leadership that
the President and his advisers were committed to preserving the relationship, but that they
needed the Chinese to rein in the public trials and executions and begin making amends.?®’
Anticipating Chinese rebuffs that this was its own internal affair, Bush wanted Scowcroft to
emphasize that while China’s treatment of its citizens was its own internal affair, the way the
American people responded to this treatment and the punitive censorship that they demanded
from their government was America’s internal affair.?%® In essence, Bush was conveying that
he would put forth his best effort to minimize the length, breadth, and severity of America’s
response, but he was warning that further abuses and defiance might “tie his hands.”?® Lilley
described the mission’s intent as conveying to the Chinese that, “Bush wanted to preserve the
relationship, but we had to sanction them because of the public pressure in the United

States.”%70
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One of the other major controversies that developed between the President and
Congress was over how to handle Chinese students currently studying in America. Because of
their support for the protests, many students feared that upon returning home a great many of
them would face the same fate as their colleagues in China. To prevent this from happening,
several members of Congress introduced bills to guarantee that the students would not have to
return to China. The leader of this movement was a junior Democratic Congresswoman from
San Francisco, Nancy Pelosi.

The White House vehemently opposed Pelosi’s bill, The Emergency Chinese
Adjustment of Status Facilitation Act of 1989 (H.R. 2712).2"* Bush and his advisers saw it as
an un-warranted overreach into the executive’s authority to set foreign policy, and knew it
would only further antagonize Beijing.?’> The administration also feared Pelosi’s bill would
jeopardize future student exchanges, which they viewed as vital to educating a new generation
of Chinese leaders who would help bring about the very reforms that the student protestors in
Tiananmen had sought.?”

In spite of the administration’s opposition, the Pelosi bill sailed through Congress with
a 403 to 0 majority in the House. Undeterred, Bush vetoed the bill and immediately began an
intensive legislative campaign to prevent a veto-proof majority from coalescing in the Senate.
To do this, President Bush issued an executive order granting all Chinese students the same
visa extension offered in the Pelosi bill.?"* In the President’s view, granting this guarantee to
the students made the Congressional measure an unnecessary complication on the road to

restoring the relationship.2” The President also expended tremendous political capital, hosting
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a series of lunches and breakfasts for Republican Senators. Vice President Dan Quayle, James
Baker, John Sununu, Brent Scowcroft, and Richard Nixon also made numerous personal
appeals to various senators to uphold the veto. Bush and Scowcroft later reflected that the
override proved to be “one of the most difficult legislative fights during the administration,’®
but ultimately the administration succeeded in sustaining the veto.?’’

Congressional critics refused to give up, however. That autumn they attached numerous
amendments to the Foreign Aid Authorization Bill for the upcoming year. These amendments

imposed a series of sanctions that:

“Suspended OPIC financial support in China, halted previously authorized funds for
trade and development, mandated opposition for six months to liberalization of export
controls, and banned the export of crime control equipment and nuclear equipment that
could be used for military purposes.”?’®

Though many members of the administration opposed these measures, they conceded
that the animosity within Congress had reached such a feverish pitch that there was simply
nothing the President could do to actually stop the legislation. A veto in this instance would
almost certainly have been overridden, and a successful veto override might only embolden
China hawks in Congress to push for further measures that could do far more significant long-
term damage to the relationship. Therefore, instead of attempting to block the legislation, the
administration made the strategic calculation to merely push for “language that permitted the
President to lift sanctions if he thought it was in the national interest.”?’® This was a proviso
that the President (and his successors) would invoke frequently in subsequent years to justify

continued engagement.
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Another development that had taken on tremendous significance was the dissident Fang
Lizhi’s presence in the U.S. Embassy in Beijing.?® On the afternoon of June 5, Fang and his
wife had fled to the U.S. Embassy to seek asylum. As China’s most high-profile dissident,
Fang feared that he was at the top of the regime’s list of people to arrest. Raymond Burghardt
and McKinney Russell had originally turned Fang away from the embassy, but the State
Department leadership in Washington later instructed Burghardt and Russell to find Fang and
invite him to return to the Embassy.?8! Fang remained at the embassy for another year before
receiving permission to leave the country, and the fight over Fang’s fate became the defining
symbol of tension between Beijing and Washington—one that China considered a valuable
bargaining chip with the Americans.

To secure Fang’s release and to make headway on a range of other disputes, the
Administration decided to send Scowcroft and Eagleburger back to China in December 1989.
At this time, the public and Congress were still unaware of the secret envoy five months earlier.
Even so, the American public was appalled that the administration would send such a high-
level delegation only six months after the massacre, fearing that it would help the leadership
in Beijing begin restoring a semblance of international legitimacy. This legitimacy was
precisely what the American public and many in Congress wanted to deny Beijing. In addition
to desperately wanting the trip for its symbolic significance, Beijing also wanted to try to
negotiate a relaxation in the sanctions—particularly the freeze on international lending.

For its part, the Bush administration wanted Beijing to demonstrate some public signs
of progress on the human rights front, which would ease political pressure back home. In
particular, they wanted to secure Fang Lizhi’s release to the United States, for the Chinese to

stop jamming the Voice of America broadcasts, to stop the public trials and executions, to lift
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martial law, and to stop proliferating missile technology to the Middle East.?®? Despite noble
intentions, few tangible measures were achieved on the trip. In fact, it only added fuel to the
fires of the administration’s domestic critics. Particularly infuriating to the human rights crowd
were the pictures of Scowcroft toasting the Chinese, and encouraging the Chinese that while,
“In both our societies, there are voices of those who seek to redirect or frustrate our
cooperation. We must both take bold measures to redirect these negative forces.”?®

These images emboldened Congressional critics. Chief among these critics was
Democratic Senate Majority Leader George Mitchell, who denigrated the trip as “an
embarrassing kowtowing to a repressive Communist government.”?* Partisan politics almost
definitely weighed heavily in Mitchell’s calculations,?®® but—in fairness to Mitchell—he
would prove to be just as onerous to the Clinton administration on China issues as he was to
the Bush administration. In this sense, while Mitchell found Bush’s handling of China policy
a useful tool with which to batter the new President, he also genuinely believed that America
could not legitimize a regime that brazenly abused its people and flagrantly disregarded trade
agreements.

Like most congressional “China-hawks”, however, his motivation was not containment
for its own sake. There was no talk that China’s rise was inherently something America should
oppose, which reflected the fact that no one believed China posed the sort of existential threat
that the Soviets had posed.?®® As such, containment was not an end, but merely a means. The
end was to get China to change its practices on human rights, trade, and proliferation. Imposing

economic pain through sanctions was simply seen by some as the best way to coerce
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compliance. Furthermore, much of the motivation for legislators like Mitchell was based off
constituent concerns about human rights abuses and job outsourcing. One good example of
this is captured in an exchange between Senator Mitchell and the CEO of Reebok, Paul
Fireman. Fireman had come to inform Mitchell that many of these retaliatory measures he was
considering would hurt Reebok’s business. Mitchell replied, “If you [Reebok] need a place to
make shoes, I’ve got about 20,000 unemployed shoe workers in Maine who could use the
jobs.”?" As Mann describes:

“China was an issue where the Democrats in Congress could oppose the Republican
administration and know, with certainty, that they had public opinion on their side...If

George Bush wasn’t going to convey the country’s outrage over Chinese repression,

then Democrats in Congress would happily volunteer.”?8

Likewise, Peter Trubowitz and Jungkun Seo point out:

“Since the 1970s, Republicans had ‘owned’ foreign policy and national security as
electoral issues. With the Tiananmen crackdown, Democrats suddenly had an
opportunity to regain lost ground in foreign affairs and put Republicans on the
defensive on their home turf.”%

However, it wasn’t just the Democrats who were criticizing the administration. The

Washington Post derided Scowcroft’s mission as a “Placatory concession to a repressive and
bloodstained Chinese government.”?®® The New York Times ridiculed the administration for
“hailing the butchers of Beijing.”?%
Softening Sanctions:

All of this demonstrates simply that the President was under immense pressure from
the American public, the media, and Congress to take a far more aggressive and hardline

response to Beijing. Consequently, Bush could not avoid imposing sanctions completely, but
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he did work to make them as brief and narrow as possible. Indeed, just over a month after
imposing military sanctions, Bush already had begun to make exceptions and ease the
restrictions. In July of 1989, Bush approved a waiver to allow Boeing to sell the Chinese
government a series of Boeing 757s. These planes’ advanced navigation systems were barred
for export to China because of their potential military utility. However, viewing the military
threat as minimal and the benefit to bilateral relations and the American economy as
substantial, Bush approved the sale.?? In October, the administration relaxed its position on
the Peace Pearl Program, allowing Chinese scientists to resume their work on the planes at the
Grumman plant and Wright-Patterson Air Force Base.?®® At a price tag of $550 million, the
program was by far the largest of the military sanctions; so lifting it was a major concession to
the Chinese.

On December 19, Bush made another important exception by approving the exportation
of satellites from Hughes Electronics, an American corporation that had sold satellites to
Australia and Hong Kong.?** China had won the commercial bid to launch these satellites, but
because of the potential military utility of the satellites, this export was prohibited under the
sanctions. Once again, viewing the potential economic and strategic benefits as outweighing
the military threat, Bush approved the waver.?®® That same month, Bush also granted the
Export-Import (EXIM) Bank permission to resume loans to American corporations seeking to
expand in China. On January 10, China responded to these various overtures by lifting martial
law.?% In return, the Bush administration announced the next day that it would support a

reinstatement of China’s lending privileges at the World Bank, so long as the Chinese could
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demonstrate that the loans were assisting in the provision of “basic human needs” for the
Chinese people. On January 18, Beijing again responded in kind, announcing the release of
573 individuals it had imprisoned in connection to the Tiananmen protests.?%

The next major round of negotiations and steps toward re-normalization would come
in June 1990, when the Chinese agreed to allow Fang Lizhi to leave the country. Kissinger
devotes an entire section of his book to negotiations surrounding Fang’s release saying:

“Fang’s presence in the Embassy was a source of constant tension: the Chinese
government was unwilling to let its most prominent critic leave the
country...Washington was unwilling to turn over a dissident espousing liberal
democracy to face harsh retribution.”?%

After more than a year of negotiations, Fang, his wife, and his son all finally left China
on June 25, 1990.2% What did the Chinese get in return? Of upmost importance was the
restoration of China’s full lending privileges from international financial institutions—not just
those for the provision of “basic human needs”. The United States and its major allies
announced this policy change at the annual meeting of the G-7 on July 10, just two weeks after
Fang’s release. These loans were worth billions, and provided a desperately needed injection
of capital into the Chinese economy, which had been under extreme duress in the aftermath of
the crisis. With the resumption of international lending providing political cover, the Japanese
and many other OECD countries resumed bilateral loans to the Chinese, which were even more
valuable than the multilateral loans. Thus, one way of looking at the swap is that the United
States secured the release of one political dissident, and China recovered over $8 billion in
loans. Hardly what a hardened neorealist would expect from a reigning superpower attempting

to contain a potential rising challenger.

MFN—The Beginning of a Perennial Fight:
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In the spring of 1990, Congress began considering legislation that would revoke
China’s Most Favored Nation (MFN) trade status, which is the foundation of the trade
relationship. Without MFN, Chinese imports would be subject to prohibitively high tariffs,
which experts believed would lead to at least a 50% drop in the volume of Chinese exports to
America and cost the Chinese $6 billion in annual revenues.>® The Chinese would certainly
reciprocate, meaning that not only would American consumers and retailers be hurt by a
sudden loss of cheap Chinese imports, but American firms that export to China, like Boeing
and General Electric, would also be damaged. To demonstrate the concrete impact that
revoking MFN would have, the Bush administration highlighted numerous major exports that
would be lost. These included: wheat ($511 million), aircraft ($749 million), fertilizer ($544
million), cotton ($259 million), timber ($281 million), computers and electronics ($860
million), and chemical ($273 million).2%! Thus, both sides would clearly be damaged, but most
experts believed that as painful as it might be for America, the Chinese economy would suffer
even greater damage.3%2

How could Congress deny China MFN status? The 1974 Jackson-Vanik Amendment
specified that in order for “nonmarket” countries to receive MFN, the President had to submit
an annual recommendation to Congress for renewal.3%® Congress could then reject this
recommendation, and with sufficient votes, they could override any veto that the President
might try to impose.3®* Full revocation was initially the plan that Pelosi wanted to pursue.3%

However, Stephen Solarz, the Democratic Chairman of the House Foreign Affairs
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Subcommittee on Asia, suggested that instead of simply revoking MFN as a means of
punishment, a more effective and politically palatable tactic would be to use the threat of
revoking MFN as leverage with the Chinese.

Under this course of action, America would revoke China’s MFN unless it complied
with various demands pertaining to human rights, proliferation, and trade. However, Bush
made it clear that he would immediately veto any bill that removed MFN or tried to place
conditions on it. Jean Garrison argues that the reason for this staunch opposition was the belief
that:

“If MFN was not renewed, it could reduce U.S. leverage in market-access and other
issues, hurt U.S. exports and consumers, damage the nation’s reputation as a reliable
trade partner, hurt investors and business in Hong Kong, and set back meaningful
reform in China.”%%

Democrats and other China hawks, however, were not swayed by this logic, nor were
they deterred by the threat of a presidential veto. While the business community would
eventually prove to be a powerful advocate for maintaining China’s MFN status, the first
attempt in 1990 caught both them and the administration off guard.®°” That year, neither
individual corporations nor the U.S.-China Business Council (USCBC) put forth a major
lobbying effort. As Dr. Robert Kapp, who became President of the USCBC in 1994, recalled,
“We really came very close to losing MFN that year, which would essentially have killed trade
and badly damaged overall bilateral relations.”3%® Even the administration’s opposition was
not nearly as well organized as it would be in subsequent years. Consequently, Democrats in
the House were able to achieve the two-thirds majority needed to override the President’s veto,

and it appeared the same would happen in the Senate. However, the Senate adjourned for the
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summer election cycle before bringing the override vote to the floor, enabling the President’s
veto to stand.3%

Why was the administration so opposed to even placing conditions on MFN? First,
Bush and his team knew that China would not bend to conditions. Therefore, placing
conditions would eventually put the administration in the position of either having to back
down in the face of Chinese resolve, which would undermine America’s credibility, or actually
withdrawing MFN, which would be disastrous for the American economy and the future of
bilateral relations. If MFN were actually revoked—regardless of when or for what reasons—
China would most certainly retaliate by levying comparable tariffs on American exports. This
would lead to major losses of market access for American corporations, and their foreign
competitors would undoubtedly take advantage of this unilateral exit. Furthermore, revoking
MFN would undermine the emerging private enterprises that many hoped would be the
ultimate source of liberalization in China.>° Richard Solomon, the Assistant Secretary of State
for East Asian and Pacific Affairs in the Bush Administration, summarized this view in
Congressional testimony.

“Mr. Chairman, | for one have faith in the dynamism of the marketplace, in the

inexorable effect of economic modernization on social and political reform. We should

not underestimate the power of international commerce as a force for change. So long

as China is engaged economically, the very forces for reform that boiled over at

Tiananmen will be in play.”3"

This logic managed to persuade enough Senators, including Montana Democratic
Senator Max Baucus, to sustain the President’s veto. Baucus’ support no doubt was in large
part because the loss of grain exports to China would have a serious negative effect on many

of Baucus’ constituents. Nevertheless, at the Senate hearing, he gave a good summary of the

neoliberal beliefs underlying the support for comprehensive engagement.
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“Economic sanctions could cause China to further withdraw from the world
community. Remember, the positive changes we saw in China in the 1980s were
closely linked to expanding economic ties to the West. If the economic ties to the West
are broken, the incentive for further progress will be gone...Furthermore, I am not
willing to sacrifice the interests of American farmers and businessmen and workers in
a hollow show of outrage. And unfortunately, I believe withdrawing MFN would be
just that, a hollow show of outrage.”3!2

Despite their failure, the proponents of placing conditions on MFN came back every
year to fight the administration. Over time, their list of conditions grew to include concerns
about forced abortions, prison labor, imprisonment of non-violent dissidents, aid to the Khmer
Rouge regime, and treatment of ethnic minorities. It also included security concerns, like
China’s proliferation of nuclear and missile technology to the Middle East, and diplomatic
disputes, like China blocking Taiwan’s accession to the GATT and other international
institutions.®

For example, Nancy Pelosi’s May 2, 1991 bill, H.R. 2212 or the United States-China
Act of 1991, stated:

“The Government of the People’s Republic of China...continues to engage in flagrant

violations of internationally recognized human rights...is engaging in unfair trade

practices...and has not demonstrated its willingness and intention to participate as a

full and responsible party in good faith efforts to control the proliferation of dangerous

military technology and weapons.”3!4

Pelosi’s bill went on to specify that the President could not renew MFN unless he
certified to Congress that China had published a list of all those arrested in the Tiananmen
crackdown and disclosed their fates, released those still in custody, and made general progress
in missile proliferation, and trade compliance. The motivation for this bill was, once again,

frustration with China’s lack of political reform, continued concerns about China’s role in

missile proliferation, and unfair trade practices, which Pelosi and others believed were

312 (Baucus et al. 1990)
313 (Cohen 2010, p. 225; Harding 1992, p. 268; Suettinger 2004, p. 108-109)
314 (Suettinger 2004, p. 119)

147



Chapter 5

contributing to the $6.2 billion US-China trade deficit in 1989, which rose to $10.4 billion
deficit in 1990.3%°

Despite these concerns, Bush was even more committed in 1991 than he had been the
year before to ensuring that Congress would not tamper with or place conditions on China’s
MEFEN. In vetoing the bill, Bush said:

“If we present China’s leaders with an ultimatum on MFN, the result will be weakened
ties to the West and further repression...not...progress on human rights, arms control,
or trade.”®1

This was generally reflective of Bush’s neoliberal view that comprehensive
engagement combined with raising specific areas of concern through diplomatic channels was
a better approach than isolation or even conditional engagement. As Baker would describe this
neoliberal view of history: “History shows that economic and political reform are but two sides
of the same coin. Give someone economic freedom and they will want political freedom.”3!’

The President was so committed to engagement that he not only vetoed the measures
in 1991 and 1992, but he also vetoed a similar bill to restrict trade that Congress sent him in
September 1992. This forced the President to make an incredibly unpopular decision in order
to preserve the relationship amidst a bitter campaign with Bill Clinton. His willingness and
ability to do so only underlines Bush’s unshakeable commitment to neoliberal engagement.

Despite unwavering opposition to any measure that threatened the trade relationship as
a whole, Bush did not shirk from getting tough with China in specific areas where it was
violating trade agreements. For example, on April 26, 1991 the U.S. Trade Representative

launched an investigation of China’s violation of intellectual property rights, particularly in the

areas of pharmaceuticals, software, music, and books.®*® If the investigation found China in
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violation, tariffs could soar as high as 100% of the losses American companies had suffered as
a result of Chinese firms’ IP violations.?!® The USTR announced that a satisfactory agreement
with China had not been reached in November of 1991, and that 100% tariffs would be placed
on an assortment of Chinese exports, totaling over $1.5 billion. However, after China made a
range of last-minute commitments to improve IPR enforcement (promises the Chinese
ultimately failed to uphold), the charges were dropped in January of 1992.32° The U.S. also
threatened harsh reprisals if Beijing did not cease and desist with its proliferation efforts after
a report confirmed Beijing had sold M-9 and M-11 missiles to Syria and Pakistan and helped
the Algerians to build a nuclear reactor.3%

However, these actions did not seek to constrain China’s economy. Instead, they were
merely designed to leverage the Chinese to cease practices that violated international law and
that imposed direct harm (in an absolute sense) on American interests and the American
economy. However as the previous discussion indicates, the administration rarely followed
through in actually imposing sanctions...even within this highly constrained frame. In the few
instances they did follow through, they provided numerous exemptions. Therefore, the
administration’s policies were a far cry from the sort of comprehensive sanctions regime we
might see in a true strategy of containment like that employed against the Soviets during the

Cold War or against various “rogue actors” like North Korea and Iran today.

Historical Re-cap:
George Bush entered office personally invested in building upon the positive relations
between Beijing and Washington that had been growing stronger and stronger throughout the

1980s. However, in the first year of his Presidency, he would face the biggest crisis in U.S.-
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China relations since normalization. Footage of the brutal crackdown at Tiananmen was
broadcast on loop in homes across America. Convinced that the long Cold War was thawing
and that the ultimate triumph of capitalism, liberalism, and democracy were imminent, the
American people refused to allow their President to simply brush aside this brutality in the
name of America’s “strategic interests.”

This set the stage for a protracted series of battles between the President and Congress
over China policy. Because Bush was willing to fight, however, he ultimately succeeded in
shepherding the relationship through the next few turbulent years. Indeed, despite presiding
over the “perfect storm” in relations with Beijing, Bush remained fully committed to a strategy
of comprehensive engagement. This commitment was founded on a set of core neoliberal
beliefs that held that America’s economy would benefit from trade with China and that the best
way to spur reform in China’s internal policies and moderate its foreign policies was through
increased political, economic, cultural, and military engagement. Commercial
interdependence, in particular, was seen as sowing the seeds of democracy and capitalism and

minimizing the chance of conflict by providing Beijing with powerful incentives to maintain a

moderate foreign policy.

Findings:

Assessing the Bush Administration’s Policies:

So where does all of this place the Bush administration on the relative vs. absolute
gains spectrum? The administration’s response to Beijing in the immediate aftermath of
Tiananmen certainly bears no resemblance to containment. Quite the opposite of capitalizing
on public anger to provide political cover for a more aggressive containment strategy, the

administration did all it could to temper the response of Congress. In fact, when specifically
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asked whether there was any discussion about using Tiananmen as political cover for adopting
a harder line with Beijing, Secretary of State, James Baker was almost incredulous:

“I don’t think it’s even logical to surmise that that might’ve happened. There was no
thought given to containment...not even in the least. The sanctions were imposed not
because of fear that China was going to grow economically, but because of what they
did at Tiananmen—the human rights violations.”3?

Indeed, one of the most telling examples of the administration’s desire to preserve
comprehensive engagement was President Bush’s highly secretive letter to Deng Xiaoping on
June 20, 1989. In the letter, President Bush referred to Deng Xiaoping as “my old friend,” and
tried to excuse those punitive actions that he had already taken by saying:

“The actions that I took as President of the United States could not be avoided. As you
know, the clamor for stronger action remains intense. | have resisted that clamor,
making clear that I did not want to see destroyed this relationship...I explained to the
American people that | did not want to unfairly burden the Chinese people through
economic sanctions.”

This letter is particularly insightful because Bush knew that only his closest advisers
(Baker, Scowcroft, and Sununu) would see it, which allowed him to speak candidly. It also
confirms that the punitive actions he had authorized did not reflect his own personal desire,
but instead reflected the political realities he was facing. Despite this domestic opposition,
however, the President was doing everything in his power to preserve the relationship. While
President Bush, Secretary Baker, and others did condemn the crackdown, they also repeatedly
emphasized the critical importance of the relationship to America’s economic and strategic
interests.

Bush also took enormous political risk in sending his National Security Adviser and
Deputy Secretary of State to Beijing just over a month after the crackdown, and this only
underscores how committed he was to preserving his strategy of comprehensive engagement.
The President also extended MFN in 1989 without conditions, and pushed hard for other

members of the G-7 not to impose more sweeping sanctions at the July meeting in Paris. He
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even expended enormous energy and political capital in blocking Pelosi’s student bill, which
was only of symbolic significance. Finally, and most importantly, Bush vehemently opposed
calls to place conditions on China’s MFN status, which would have been the corner piece of a
conditional approach. In fact, in each of the remaining years of his presidency, Bush not only
vetoed legislation that would have stripped China of MFN, but also worked tirelessly to ensure
sufficient votes in the Senate to sustain this veto. As Doug Paal, the President’s Senior Director
for Asia on the NSC, recalls:

“All along, we were lobbying for legislators to minimize the extent of the sanctions
both in terms of scope and duration. We would spend hours on the phone and having
people to the White House before any key vote, and afterwards we would have any
senators who voted with us up to the White House for celebratory drinks. It really was
a full effort by the whole team—including the President—behind the scenes to do
everything we could to prevent Congress from being any harsher than it had to be in
its response.?*

In fact, long-time China hand Donald Keyser recalls that even the Defense Department,
where one might most expect to find advocates for containment, “was fighting a rear-guard
action against the domestic politics” in the hopes of resuming military sales with Beijing.3?
Likewise, General Sealock says that DOD “was actually trying to aid Americans in getting into
China to do business, because we felt that building the commercial relationship was of great
strategic importance.”?°

Therefore, we see across the administration, from the top to the bottom, a strong belief
that unconditional and comprehensive engagement had to be maintained, and a willingness to
expend serious political capital both domestically and internationally to achieve this goal. This

is an explicit rejection of conditional engagement, and it is hard to imagine anything being

more diametrically opposed to what a neorealist strategy of containment would predict. In light
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of these findings, Table 5.1 below summarizes the administration’s position on the

engagements vs. containment spectrum.

Table 5.1

Bush 41 Administration’s Position on Engagement

Policy Area Preferred Approach
Overall Approach Comprehensive Engagement
Response to Crises Comprehensive Engagement
Handling Congress Comprehensive Engagement

Why Such Strong Support for Engagement?

The next section of this chapter uses process tracing to explore why the administration
was so committed to this strategy of comprehensive engagement. To answer this question, |
will evaluate the relative salience of various potential explanatory factors, classifying each as
a causal, reinforcing, facilitating, negative, or a non-factor. In this analysis, causal factors are
those that are necessary to understand why each administration elected to pursue
engagement.3?® Reinforcing factors are neither necessary, nor sufficient to the administration’s
initial preference for engagement. However, they did provide additional affirmation and/or
confirmation in support of engagement. Facilitating factors were not driving the
administration’s initial decision, but they were nonetheless assisting officials in actually

executing their preferred engagement strategy. Negative factors worked against the
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and sufficient in order to warrant classification as causal.

153



Chapter 5

administration’s desired strategy, either by providing reasons not to pursue it or by
complicating the executive branch’s ability to follow-through on that strategy. Non-factors
simply had little to no influence on the administration’s choice of strategy or its ability to

execute that strategy.

Cost-Benefit Analysis:

So why were Bush and his senior advisers so committed to a strategy of comprehensive
engagement? The simplest answer is that they conducted a basic cost-benefit analysis (CBA)
of both engagement and containment, and concluded that a policy of engagement better served
America’s interests in the short and long-term. The administration believed that China was
going to emerge as a “Pacific colossus”.®?’ Trying to contain China might slow its growth, but
it would not stop it completely. While engaging China did not ensure that it would develop
into a “responsible stakeholder,” this strategy at least preserved that possibility. In contrast,
trying to ostracize or contain China assured its rise as a revisionist power, bent on dismantling
the liberal order. As Secretary of State James Baker said, “We didn’t believe China was
destined to be our enemy, so why would we make it our enemy by containing it?”’3?¢ When
faced with the choice of turning a major nuclear power with over one billion citizens in the
center of Asia and a seat on the United Nations Security Council into an assured enemy or
preserving the possibility of cooperative—if not amicable—relations, senior officials in the
executive branch overwhelmingly opted to preserve the opportunity for cooperative relations.

Engagement also brought many benefits for America. It allowed for cheap Chinese
imports to boost the American consumer market, and offered American corporations access to
vast labor markets in China. A cooperative China would also be an immensely helpful partner

in curbing global missile and nuclear proliferation and could help put pressure on rogue
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regimes in Pyongyang, Phnom Penh, Tehran, Baghdad, and Damascus. In contrast, trying to
ostracize or contain China would only encourage Beijing’s support for these pariah states,
which could include everything from financial aid, to arms sales, to providing diplomatic cover
at the United Nations. On the economic front, containment would result in a loss of market
share for American companies in China—a vacuum that foreign competitors would no doubt
fill. Therefore, there were serious short-term and long-term costs associated with containment,
while a policy of engagement assured substantial benefits in the short-term and held open the
prospect of even greater benefits in the long-term.

Even if the administration would have been willing to suffer the costs of containment
under normal circumstances, the administration had “bigger fish to fry” in facilitating the
peaceful dissolution of the Soviet Union and driving Saddam out of Kuwait.3*® Creating more
problems for themselves by complicating relations with Beijing was the last thing they wanted
to do. Considering these facts, Bush and his team felt it only practical to pursue engagement,
arguing that any attempt at containment would just be “illogical”.3%

This decision-making structure fits nicely with the basic heuristic articulated in Chapter
2. This heuristic argued that if policymakers calculate that the expected benefits (Be) minus
the expected probability of conflict (Pe) multiplied by the associated costs of conflict (Ce) for
engagement are greater than the expected benefits (Bc) minus the expected probability of
conflict (Pc) multiplied by the associated costs of conflict (Cc) for containment, then we should
expect engagement. In other words, policymakers preferred engagement with China because
they calculated that Be — PeCe > Bc — PcCc for that particular relationship. This makes the
CBA a causal factor, and underscores the applicability of rational choice models to this

relationship.
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Neoliberal Causal Beliefs:

However, this CBA was not taking place in a vacuum. Instead policymakers relied on
a set of neoliberal causal beliefs that influenced both the inputs and outputs of the above CBA.
Jean Garrison makes this argument:

“Underpinning Bush’s beliefs was a basic optimism reflecting the neoliberal
assumption that trade and commercial ties promote reform...Because the Chinese
needed U.S. help to sustain their levels of economic growth, the administration felt it
had some leverage to encourage political reform.”33!

Bush and Scowcroft confirm this perspective in their own memoirs, A World
Transformed. In this memoir, Bush justifies his determination to preserve the commercial
relationship between the U.S. and China by saying:

“I believed that the commercial contacts between our societies had helped lead to the
quest for more freedom [in China]. If people have commercial incentives, whether it’s
in China or in other totalitarian systems, the move to democracy becomes inexorable.
For this reason, I wanted to avoid cutting off the entire commercial relationship....We
had to remain engaged with the Chinese government, if we were to have any influence
or leverage to work for restraint and cooperation, let alone for human rights and
democracy.”?%

This approach and these assumptions have not been without their critics. In his book,
America’s Response to China, long-time scholar of U.S.-China relations, Warren Cohen,
derides the Bush administration’s view that economic trade would lead to greater liberalization
as “nonsense,” and rebukes the administration for, “persuading themselves it [the link between
commerce and democracy] was true in order to ignore the reality that they were actually
strengthening a repressive regime.”>® Regardless of how strongly Cohen might reject this
perspective from a prescriptive standpoint, however, his statement does confirm descriptively

that this was the view of the administration officials.

331 (Garrison 2005, p. 116)
332 (Bush and Scowcroft 1998, p. 99)
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In recent years, some of Bush’s own advisers have conceded that the changes they
anticipated in China have yet to transpire. However, in doing so, these officials have only re-
affirmed how powerful this neoliberal heuristic was in their initial decision-making calculus.
For example, Baker said:

“China’s economic rise is one of the most significant events of the last maybe 30, 40,
50 years. And | for one questioned whether it could happen without political change,
because I'm a firm believer that the minute you give a people economic freedom,
they’re going to want political freedom. I’ve been expecting that crunch point for a
long time, and it still hasn’t come yet.”3%*

In short, the administration and its critics might disagree about the merits of the various
neoliberal beliefs that were underlying the administration’s CBA. However, both sides agree
that these beliefs were a powerful factor, making policymakers’ beliefs a causal factor in the
administration’s approach. As articulated in the theory chapters, the presence of these
neoliberal beliefs is compatible with a rationalist framework, which accepts that individuals
do approach decisions with beliefs about cause and effect relationships. Thus, both the CBA
framework, and the causal beliefs that operationalized that framework are necessary to

understand the pervasive consensus behind engagement.

Path Dependency:

This potential explanation is asking whether the relationship had become so powerful
and complex by Bush 41’s term that the sheer inertia of continued engagement was too
powerful to overcome. President Bush and his advisers emphasized that they “certainly did not
want to completely break the relationship we had worked so hard to build since 1972.”%%* This
sentiment was especially strong for officials like Bush, Baker, and Scowcroft, who had a long
personal history in building America’s relationship with China. Regardless of the personal

investment that these individual men might have put into the relationship, however, it is
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335 (Bush and Scowcroft 1998, p. 99)
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difficult to make a path dependency argument at the macro level. In 1989, U.S.-China trade
was only around $17.7 billion, with the U.S. running a $6.1 billion deficit.3%® By comparison,
the American economy at that time was over $5.6 trillion.**” Thus, while it would have been
costly to disentangle the relationship, it would not have been prohibitively costly at that point.

What was far more at stake in 1989 was not the past, but the future. To the extent that
corporations and other interests advocated for maintaining relations with China, it was not so
much to protect their current investments in China as it was to keep open the door to a market
that they foresaw as having tremendous future potential. Furthermore, as students of the Cold
War, Bush and his team believed that if they submitted to popular demands and ostracized
Beijing, they could initiate a feedback loop that would quickly devolve to containment. Once
on a course of containment, powerful interest groups would coalesce around maintaining that
strategy. As President Bush put it:

“While angry rhetoric might be temporarily satisfying to some, | believed it would
deeply hurt our efforts [to bring about political and economic reform in China] in the
long term.”338

However, if the administration could remain resilient in the face of public pressure and
continue promoting commercial, cultural, and political engagement, then it would be far more
difficult to ever tear apart the relationship in the future. In this sense, path dependency was not
so much a factor because of the effect it was having at the time, but because of the impact that
leaders anticipated that it would have in the future. Containment would beget containment and
engagement would beget engagement; but this tells us nothing about why they would prefer
engagement to containment in the first place. To make this prior calculation requires
understanding the power that neoliberal causal beliefs played in policymakers’ CBA regarding

the benefits of engagement and the costs of containment. If policymakers had preferred

336 (Kennedy 2003, p. 4)
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containment, it is unlikely that the relationship had become so critical to and intertwined with
the American economy that it would have been impossible to shift to containment. Indeed, in
the initial aftermath of Tiananmen, the administration did begin to take important initial steps
towards containment in freezing China’s access to international lending markets and imposing
sanctions on the export of military equipment. Therefore, path dependence was a reinforcing
factor, but it was neither necessary nor sufficient to explaining the Bush administration’s

perspective or policy.

The Futility of Unilateral Containment:

Another argument is that American policymakers would have preferred to pursue a
strategy of containment, but their allies would not cooperate the way they had against the
Soviets in the Cold War. Thus, the United States would be stuck pursuing unilateral
containment, which would have had little to no effect on China.

It is true that America’s allies were unlikely to commit to a long-term comprehensive
containment strategy. As Robert Gates described in his memoirs, “The end of the Soviet threat
also ended the compelling reason for many countries to automatically align with the United
States or do our bidding for their own protection.”*® Thus, it is highly probable that any long-
term strategy of containment would have been a largely unilateral effort. America’s unilateral
withdrawal from China would have simply handed America’s foreign competitors a strong
competitive advantage by not having to compete with American firms for market share in the
most populous country in the world.

However, in the immediate aftermath of Tiananmen, many of America’s G-7 allies
were actually advocating for even harsher sanctions than the Americans were. Indeed, Bush

and Scowcroft recall that at the G-7 meeting in Paris just over a month after Tiananmen:

339 (Gates 2014, p. 150)
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“There was considerable sentiment [within the G-7] toward imposing severe sanctions
on the Chinese. The President believed China should pay a price for mistreating its
citizens, but he argued that the stability of the US-Chinese relationship was too
important to world peace to sever it completely, as the measures would have required.
After considerable discussion, during which several colleagues argued for extreme
measures, the President, supported by Japanese prime minister Sosuke Uno, managed
to restrict the sanctions to a reasonable and proportionate response.”34

The President believed that engaging China was so important to the emerging ‘“New
World Order” that he not only committed to trying to help restore America’s relationship with
China, but also to helping China repair its relations with the rest of the West. Bush reassured
Deng in a private letter on July 21, 1989 that, “the U.S. and Japanese removed some rather
inflammatory language from the G-7 Communiqué” issued in July to ensure that, “in the final
form it did not urge new action affecting China.” Beyond helping water down the G-7’s
response, Bush also went on to advise Deng:

“If forgiveness could be granted to the students and, yes, to their teachers, this would
go a long way to restoring worldwide confidence. Such a move could well lead to
improved relations with many countries.”®*

Bush further offered:

“If it would be helpful to China, I could then dispatch a high-level emissary to Beijing;
thus signaling to the world that our country was prepared to work our way back
towards more normal relations’34?

This response could not be more opposite from a containment strategy intent on
“strangling the babe in the crib.” Not only was the President doing everything in his power—
and at great political expense—to preserve America’s bilateral relationship with China, but he
was also using his influence with other foreign leaders to temper the international response, as
well. He was even trying to counsel China’s leaders on how to restore their relations with other

developed countries and offering to help intercede on China’s behalf. Therefore, while it may
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be true that America’s allies would not have committed to a long-term containment effort, in
the immediate aftermath of the crisis, it was actually America working to temper its allies.
However, even if the United States ultimately had been forced to rely on unilateral
containment, this would still have had a constraining effect on the Chinese economy.
Considering China was relying on an export-driven growth model, access to the American
consumer market—by far the largest in the world—was essential to sustaining growth. Even
if other states in Asia and Europe could have provided the technology and capital China
needed, they would not have been able to substitute for America’s consumer market as a
destination for Chinese products. To this end, Doug Paal recalls that by the end of 1989, “the
[American] sanctions were really hurting the Chinese, so much so that Deng was ready to
accept a package deal” that involved the release of students, the cessation of efforts to jam the
VOA broadcasts, agreements on missile sales, and other measures important to the
Americans.3* Therefore, even the more moderate approach that the administration pursued
still had a significant impact on the Chinese economy. As Patrick Tyler describes in his book:

“After leading the world in economic growth during the 1980s, the Chinese economy
had gone keel-up after the Tiananmen crisis. Companies pulled out, expatriates fled,
joint ventures collapsed, and capital retreated.”®**

In short, in the immediate aftermath of Tiananmen, America’s allies wanted a harsher
response, making ally preferences a negative factor. In less than a year, however, the other G-
7 nations had lost their appetite for any form of containment. This means America would have
been left largely alone in enforcing the sanctions regime. While unilateral containment would
have been far less effective than a strong multilateral sanctions regime, it would still have had
a significant impact on China’s export-led growth model. This means that even once America’s

allies abandoned their support for sanctions, the futility of unilateral containment was still at

343 (Paal, 2014)
344 (Tyler 1999, p. 382)

161



Chapter 5

best a reinforcing factor. However, it was never a causal factor, because the administration
had no desire to contain China in the first place. In fact, the administration actually had to fight
its allies to prevent them from pursuing policies that—at least in the short run—would have

resembled containment.

Corporate Capture:

Another argument is that policymakers would have preferred containment, but
corporations hijacked the policy process and prevented them from executing this strategy. This
was a non-factor in the administration’s initial response. As Robert Kapp recalls, the business
community was actually relatively quiet in the months after Tiananmen, so much so that the
rapid decline in membership at the US-China Business Council required the Council, which
coordinated the business community’s lobbying efforts, to make drastic staff cuts.®*® In fact,
multiple observers commented that for a variety of reasons, the business community did not
actually play a major role in the 1990 MFN debate.

Nevertheless, it is true that by 1991 and in all subsequent MFN and trade debates, the
business community did become a powerful ally for the President in securing sufficient support
within the Senate to preserve the commercial relationship. Thus, while corporate interests
would eventually become a powerful reinforcing factor, initially they were non-factors—

certainly never a causal factor.

Policymaker Miscalculation:

Arguments that U.S. policymakers made a mistake in continuing to engage China can
be placed in two frames. One “mistake” argument is that American officials underestimated
China’s growth potential. If they had known how quickly China’s economic and military

power would rise, they would have been more likely to favor containment. As numerous quotes
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from senior officials have revealed, however, they expected China to grow, but saw this as
reason to engage—not contain—China. Indeed, in his book A Fragile Relationship, China
scholar Harry Harding recalls that long-time “realist” Richard Nixon wrote a letter to numerous
Senators after returning from Beijing in November of 1989, in which he argued:

“China will inevitably become an economic and military superpower. [Therefore] It
would be foolhardy, for the US to exclude itself from China’s huge potential market,
let alone for Washington to ‘run the risk of being an adversary rather than an ally of
China in the next century’>34

Indeed, this was the perspective of virtually every member of the Bush 41
administration that I interviewed. Maybe they did not anticipate just how quickly China would
rise, but they certainly grasped the basic reality that China was destined to grow into a true
“pacific colossus”.**" However, they did not fear this growth potential, but welcomed it. In
fact, | explicitly asked several of the individuals I interviewed, “if you had known how rapidly
China would grow, would that have made you more receptive to attempts at restraining or
constraining that growth?” Secretary of State Baker’s response was indicative:

“No. Knowing that would not have mattered. As | told you earlier, we did not feel

China was destined to be our enemy. So it wasn’t bad that they grew, particular in that

they grew by embracing our paradigm of free markets. That growth contributed to

global growth, and it brought one hell of a lot of people out of poverty in China.”3*8

In hindsight, therefore, Baker and others did not feel that they had made a mistake in

continuing to engage China and facilitate its growth. Quite the opposite was true:

“Our response to Tiananmen was an unalloyed success for American foreign policy
because we had a President who knew the importance of maintaining that relationship.

Not letting it split asunder.”3*°

The second “mistake” argument is that senior policymakers’ overestimated the

transformative effect of engaging China. Had they known that in 2016 the transformation of
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China into a liberal democracy and market economy would still be a distant visage, they would
have been more likely to favor containment. This is obviously the harder “mistake” argument
to refute. Several policymakers admitted that China’s lack of reform and recent behavior
regarding corporate espionage, regional bullying, and currency manipulation have been
disheartening.®*° Nevertheless, they maintain that reform would have been even less likely and
China’s current behavior would be even more aggressive and revisionist if they had tried to
ostracize or contain China.

In short, policymakers did expect that China would grow substantially. If they made an
error, it was simply in underestimating how quickly China would rise. Nonetheless, these same
policymakers maintain that since China’s growth potential was the primary reason they felt it
was so important to continue engaging China in the first place, then knowing that China would
grow faster would only have reinforced their decision to engage. In this sense, the “mistake”
argument is a non-factor. It is harder to rebut the claim that had policymakers known Beijing
would prove so intransigent toward reform, they would still have favored the comprehensive
engagement approach. However, most policymakers point out that had the United States tried
to isolate or contain China, this would have only motivated China to lash out in more
counterproductive and dangerous ways. Thus, this was a non-factor at the time, and really is
not a factor in hindsight either. Certainly, neither of the “mistake” frameworks rises to the level

of a causal factor. Table 5.2 below summarizes these results:

Table 5.2:

350 (Baker, 2014; Kimmitt, 2014; Paal, 2014; Scowcroft, 2014)
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Assessing Explanations for Bush 41 Engagement Consensus

Reason Type of Factor
Cost-Benefit Analysis Causal Factor
Neoliberal causal beliefs Causal Factor
Path Dependency Reinforcing Factor
Futility of Unilateral Containment Initially a Negative factor;

Eventually a Reinforcing Factor

Corporate Capture Initially Not a Factor;
Eventually a Facilitating Factor

Policymaker Miscalculation Not a Factor

Implications for H1-4 and C1-2:

The following paragraphs assess whether this case study supports or rejects the
hypotheses laid out in this thesis. The fact that the CBA and policymakers’ neoliberal causal
beliefs undergirding this CBA were the only necessary factors in explaining the
administration’s decision to pursue an engagement strategy affirms both Hypothesis #1 and
Hypothesis #2. However, as Hypothesis #3 would expect, the Bush administration was not
blindly and indiscriminately applying these neoliberal beliefs to relations with all countries.
Indeed, America remained committed to containment with other nations while continuing to
engage China. Thus, while both policymakers’ CBA and the neoliberal beliefs undergirding it
were necessary, neither is alone sufficient. Only when considered together are they both

necessary and sufficient.
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Finally, as Hypothesis #4 would anticipate, there was a major re-assessment of Bush’s
engagement strategy and the neoliberal beliefs undergirding it in the aftermath of Tiananmen.
In Chapter 2, | identified four types of behaviors that would cause this sort of re-assessment:
using force to grab territory, intentionally supporting terrorist groups that threaten America
and its allies, committing genocide, or violently suppressing democratic movements. The
President and his team ultimately decided to continue with engagement, but the majority of
Congress and the American people wanted a far more hardline response.

Given this domestic opposition to continued engagement, it is easy to see how a
different man in the White House could have succumbed to these demands or even encouraged
them. This is why my theory does not say that any action—even an invasion of another state—
will inevitably result in policymakers abandoning engagement for containment. It only asserts
that these sorts of behavior will lead to a re-evaluation of engagement. A range of other factors
at the individual, bureaucratic, domestic, and international levels then come into play, and the
interaction of these variables ultimately determine whether this re-evaluation will result in an
actual policy reversal. In this instance, there was a behavior that fell into one of the four
categories. It did spark a re-evaluation of policy throughout the government, but did not
ultimately result in a reversion to containment. All of this is consistent with Hypothesis #4.

The fact that the President managed to salvage the fundamentals of his engagement
strategy, despite vehement opposition from the media, Congress, and the American public
attests to the power of the Executive over China policy, and hence affirms Corollary #2.
However, because Bush came into office already a strong proponent of engagement with
China, there is no evidence with which to judge Corollary #1 for this chapter. These results

are captured in Table 5.3.

Table 5.3
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Evaluating Hypotheses for Bush 41 Administration

Hypothesis #1 Affirmed
Hypothesis #2 Affirmed
Hypothesis #3 Affirmed
Hypothesis #4 Affirmed
Corollary #1 Not applicable
Corollary #2 Affirmed
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Chapter 6 William J. Clinton

From the “Butchers of Beijing” to “Strategic Partners”

Executive Summary: This Chapter evaluates the applicability of my four hypotheses and two
corollaries to the William J. Clinton administration. It finds that while the administration
initially pursued a strategy of conditional engagement, it quickly returned to the comprehensive
engagement strategy that had guided its predecessors. The President and his team made this
switch from conditional to comprehensive engagement after a rational cost-benefit analysis
(CBA) that evaluated the short and long-term costs and benefits of both strategies (H1). This
CBA relied on a powerful set of neoliberal causal beliefs about the transformative and
pacifying effects of engagement (H2). However, the administration did not apply these beliefs
to relations with all states, which makes this a predominantly rational—as opposed to
ideological—explanation (H3). Consistent with my behavior-centric model, Beijing’s military
posturing in the lead-up to Taiwan’s first democratic elections forced the administration to re-
evaluate their engagement strategy (H4). However, because Taiwan’s President was viewed
as being unnecessarily provocative and because the Chinese quickly backed down after the
election, the Clinton administration’s re-evaluation of its engagement strategy did not result in
a reversion to containment. President Clinton’s quick adoption of Bush 41°s comprehensive
engagement strategy, despite being fiercely critical of this approach during the 1992
Presidential Campaign, supports (C1). This abandonment of conditional engagement faced
fierce domestic criticism, but as (C2) anticipates, President Clinton prevailed in steering the
country towards a more comprehensive engagement of China despite his detractors.

Introduction:

The Clinton Administration came to power with the express intention of “getting tough
with China”. Clinton campaigned against the Bush administration’s conciliatory approach to
China, accusing Bush’s team of “coddling the butchers of Beijing.”®*! Clinton believed that in
the post-Cold War era America could and should “integrate the values and interests of the
United States into one grand engagement strategy.”*? Turning a blind eye to brutal violations

like the Tiananmen crackdown could not be tolerated—no matter how economically or
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strategically important Beijing might be. Indeed, the fact that China was growing so powerful
made it all the more critical for China to comply with international norms of acceptable
behavior concerning both external and internal policies.

Therefore, candidate Clinton endorsed proposals from Pelosi, Mitchell, and others to
withhold China’s MFN status unless Beijing made measurable progress on a range of fronts,
including human rights, proliferation, and trade. Clinton and his advisers did not want to see
MFN revoked. Nevertheless, they felt the administration had to demand progress on human
rights, and believed the fact that the Chinese were running a $15 billion a year trade surplus
with America meant that MFN was more important to China than it was to the United States.
To squander that leverage was inexcusable.®>

However, even in this initial policy approach, the presence of a powerful set of
neoliberal causal beliefs was abundantly clear. As candidate Clinton said in 1992:

“China cannot forever withstand the forces of democratic change...One day it will go
the way of the Communist regimes in Eastern Europe and the former Soviet Union.
The United States must do what it can to encourage that process.”*

The reason the U.S. should “encourage that process” was because the ultimate goal of
Clinton’s post-Cold War foreign policy was “to expand and strengthen the world’s community
of market-based democracies...to enlarge the circle of nations that live under those free
institutions.”**® Since Russia and the other former Soviet Republics were making significant
progress toward joining this “community of market-based democracies,” the main holdout was
China. Warren Christopher stated in his confirmation for Secretary of State that one of the new

administration’s top priorities, “will be to seek a broad, peaceful evolution in China from
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communism to democracy by encouraging the forces of economic and political
liberalization.”3°®

However, while Clinton and his team were unabashed in their hopes to transform
China, there was no desire to contain China. In fact, containment and isolation were seen as
prohibiting transformation. Long-time China observer and realist, Henry Kissinger, confirms

this in his book, On China:

“The new administration’s aggressive human rights posture was not intended as a strategy for
weakening China or gaining a strategic edge for the United States. It reflected a general concept
of world order in which China was expected to participate as a respected member. From the
Clinton administration’s point of view, it was a sincere attempt to support practices that the
President and his advisors believed would serve China well.”*’

Thus, unlike some in Congress, Clinton and his team did not view ostracizing or
containing China as the most effective means of achieving reform, and they certainly did not
view containment as a desirable end in itself. As Christopher says, “In Congress, pressures
from the far right and the far left constantly push and pull us to isolate China, but this is a sure
way to turn an adversary into an enemy.”*® Instead, the President’s long-time friend and U.S.
Trade Representative, Mickey Kantor, describes the administration’s policy this way: “The
Clinton Doctrine was not mutually assured destruction and a policy of containment, but
mutually assured prosperity and a policy of engagement.”3>°

However, Clinton and his team failed to anticipate how intransigent Beijing would
prove in refusing to accede to any of the conditions that the administration placed on
engagement. Therefore, the dramatic transformation in Clinton’s approach to China that took

place in 1994 did not represent a newfound appreciation for the power of engagement and

economic interdependence. The belief that interdependence and engagement were the best
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ways to achieve both political and economic liberalization was present from the beginning.
What changed was merely the recognition that the practicality and utility of placing conditions
on MFN was proving futile and counterproductive. The Chinese would not relent, and severing
trade would hurt both America’s economy as well as the prospects for reform in China.

After reversing course and deciding to de-link MFN from human rights issues in 1994,
Clinton never relented in his push for broader engagement. This commitment not only
persisted, it actually increased. It increased despite serious tensions in the Taiwan Straits,
numerous allegations of illegal contributions to Clinton’s campaign from the Chinese
government and military, and the politically charged revelation of a Chinese spy-ring that had
successfully penetrated and compromised America’s most sensitive nuclear secrets. Through
all of this, Clinton continued to face vehement opposition to his strategy of broad-based,
comprehensive engagement from labor, environmental, and human rights groups in his own
party and from pro-Taiwan and anti-communist factions in the Republican Party. The
politically expedient option would have been to relent under this pressure and adopt a more
hardline approach. However, Clinton pushed through this opposition and ultimately prevailed
in securing the foundations of US-China economic engagement by achieving a bilateral
agreement for China’s accession to the WTO and granting China Permanent Normal Trade
Relations (PNTR) by the end of his second term.

In short, Clinton was the candidate who ridiculed Bush’s coddling of the “butchers of
Beijing”, but he became the President that worked tirelessly to facilitate China’s accession to
the WTO and secure China’s PNTR status. He is now the former President who considers these

achievements two of the most important and lasting aspects of his legacy.®°
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What would a relative gains policy have looked like?

Before jumping to detailed analysis of the Clinton administration’s record on China, I
first want to adapt the general framework for distinguishing among containment, conditional
engagement, and comprehensive engagement that was developed in Chapter 4 to the specific

issues the Clinton administration faced.

General Approach

A containment strategy would have never considered WTO accession or PNTR
extension. Instead, it would have done everything in its power to revoke China’s annual MFN
and to impose sweeping sanctions, regardless of Chinese behavior.

A conditional engagement strategy would have imposed conditions on continuing to
engage China. If China failed to meet these conditions, then MFN would be withdrawn until
China complied. Because of the powerful leverage of threatening to revoke MFN, PNTR would
only have been considered if China was consistently meeting Washington’s annual conditions.

A comprehensive engagement strategy would have favored both the annual extension
of MFN and the permanent provision of PNTR without conditions.

This chapter will demonstrate that while the administration initially pursued a strategy

of conditional engagement, they quickly moved to one of comprehensive engagement.

Historical Record:

Linking human rights and MFN:

172



Chapter 6

Clinton campaigned in 1992 against Bush’s “coddling” of Beijing and vigorously
endorsed Senator Mitchell and Congresswoman Pelosi’s attempts to place conditions on
China’s MFN trade status.®! Once in office, however, the realities of actually executing that
policy proved far more difficult than candidate Clinton had anticipated. Even if breaking trade
ties would hurt the Chinese economy more than the American economy, Beijing maintained
that it could endure the pain longer than Washington. This was, after all, the regime that had
tolerated the loss of over 30 million of its citizens in the Great Leap Forward and sacrificed
countless millions more in wars with its various enemies. A loss of foreign trade—no matter
how costly—would not force Beijing’s hand. *? Robert Kapp, who was the President of the
US-China Business Council, put it bluntly, “Clinton said, ‘the condition for any further renewal
(of MFEN) is substantial and meaningful progress on human rights in China.” But the Chinese
basically ignored his threat.”®3

In the face of Beijing’s dogmatism, Clinton and several members of his team began to
alter their stance shortly after taking office, as we would expect from an administration
constantly assessing and adjusting its CBA. However, this placed the administration in a
political predicament.®®* The president and his surrogates had been unequivocal during the
campaign about the need to impose conditions on MFN, and they were under intense pressure
to deliver on these promises. Despite this pressure, Ambassador Stapleton Roy, Secretary of
Commerce Ron Brown, Secretary of Treasury Lloyd Bentsen, and Chair of the National
Economic Council Bob Rubin all strongly opposed placing any conditions on MFN. However,

the President’s political advisers, as well as Secretary of State Warren Christopher, Assistant
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Secretary of State for East Asia Winston Lord, and National Security Advisor Tony Lake
strongly supported linking human rights and MFN.

Ultimately, Clinton went with the latter group of advisers, but he did insist on
moderating the approach. First of all, he wanted the conditions to only deal with human rights
issues—not missile proliferation, trade disputes, or any of the other laundry list of items
contained in Pelosi and Mitchel’s legislation. Second, the administration wanted to water down
the language on the human rights conditions and make it more ambiguous. This would ensure
the administration greater flexibility in negotiations with Beijing. Third, instead of demanding
immediate compliance, they wanted to give Beijing a full twelve months to meet the
conditions. This extended MFN without conditions in 1993, but renewing that extension in
1994 would be conditional. Fourth, they did not want to give the impression that more and
more conditions would be placed in subsequent years, fearing that the prospect of indefinite
conditions would stiffen Chinese resolve to resist compliance. Finally, the administration
wanted the conditions to come in the form of an executive order, as opposed to legislative
action. Once again, this would preserve maximum autonomy and flexibility for the
administration in implementation.3®

All of this required Pelosi and Mitchell to drop their own bills and support the executive
order as a replacement, which they did. In fact, there was no meaningful protest from the
human rights crowd because they felt confident that the President was fully committed to
achieving the concessions before renewing MFN. Thus, Executive Order 12850, which
imposed conditions on the extension of MFN for the first time, was signed with much fanfare
on May 28, 1993.3% Members of the administration were enthusiastic, believing they had

fulfilled their campaign pledge and pacified Congress while still retaining considerable
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flexibility and autonomy in actually administering the policy.**” At the public signing of the
Order, Clinton celebrated the end of “annual battles between Congress and the Executive over
MFN,” and the renewed ability of the U.S. government to “speak with one voice on China
policy.”%%8 Clinton announced triumphantly that, “We no longer have an executive branch
policy and a congressional policy. We have an American policy!”3®

However, in many ways, this policy was driven more as a response to Congressional
pressure than a natural reflection of Clinton’s own perspective on foreign policy. Sandy Berger
was the administration’s chief negotiator with congressional Democrats, and the man Jean
Garrison referred to as, “Clinton’s closest and most trusted foreign policy adviser.”3"° In later
years, he argued that the purpose of doing the Executive Order and working with the Democrats
in Congress was to avoid the possibility of ever actually having to revoke MFN while
simultaneously avoiding a massive dispute with Congress over foreign policy during the first
six months of the administration. In our interview, Mr. Berger affirmed that position:

“I think President Clinton knew from the beginning that China was extraordinarily
important to the United States and that we needed to get this relationship on a better
footing, but he had Congress to contend with. That’s why I negotiated the deal between
the White House and the Hill.”®"

De-linking human rights and MFN:
The decision to place formal conditions on the extension of China’s MFN did not prove

to be the administration’s greatest foreign policy success. America’s ambassador in Beijing,
Stapleton Roy, confessed that, “We made an enormous mistake by linking our human rights

interest to our trade interest.”*’2 The Chinese followed through on their promise to reject the
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premise of conditionality, and proved unwavering in their refusal to comply with the
conditions. China’s determination was placed on full public display during Warren
Christopher’s 1994 visit to Beijing.3”® The trip had been a last-ditch effort to secure at least
moderate compliance with the conditions.3’* However, the Chinese not only refused to relent,
but they also unleashed a barrage of criticisms on Christopher that long-time diplomat Winston
Lord would later describe as “the most brutal diplomatic exchange I’d ever witnessed.”3” In
addition to the lashing Christopher took from the Chinese, the American business community
in Beijing also berated Christopher for holding the economic relationship hostage to intractable
disagreements on human rights.3’® The trip was such a disaster that Christopher considered
resigning as Secretary of State.>”’

Having failed to secure any meaningful concessions, the administration sent Richard
Armacost to Beijing in the final weeks before Clinton had to make a decision about MFN.3®
Armacost was grasping for even minor concessions that would allow the administration to
extend MFN without a total loss of face.?”® Sensing the administration’s desperation, however,
the Chinese did not budge. They released one prisoner but made no meaningful long-term
policy commitments.38 Thus, the stage was set for the final showdown. Would Clinton back
down, despite achieving virtually none of his stated conditions, or would he revoke MFN?

Despite all of the debate on the policy throughout the previous twelve months, even

those in the administration who had originally supported conditionality conceded defeat in the
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end. In fact, White House Chief of Staff, Leon Panetta, described the consensus as unanimous.
Regardless of the human rights and proliferation concerns that individual members or interests
groups held, Panetta said there was a general recognition that “trade was important for us
all.” 38! Even Warren Christopher, who described himself as the last holdout for MFN
conditionality, ultimately conceded that, “While we would continue to press for human rights
improvement in China, we could no longer use an economic club to force change.”?

The final decision was made at a May 23 Principles Meeting that included the
President. On May 26, Clinton announced publically that even though “serious human rights
abuses continue, | have decided that the United States should renew most-favored-nation

trading status toward China.”®® Clinton justified this decision on the grounds:

“Extending MFN will avoid isolating China and instead will permit us to engage the
Chinese...I am moving, therefore, to delink human rights from the annual extension of
most-favored-nation trading status...The question is not whether we continue to
support human rights in China, but how we can best support human rights in China and
advance our other very significant interests and issues. | believe we can do it by
engaging the Chinese...I believe this is in the strategic, economic, and political
interests of both the United States and China.”384

This sweeping announcement marked the beginning of the administration’s new
strategy of “comprehensive engagement.” 3 In response, Mitchell, Pelosi, and others in
Congress revived the legislation they had set aside the year prior, leaving Clinton to face the
same bitter dispute with Congress that George Bush had faced and that Clinton had so
desperately hoped to avoid. As Jesse Helms, the chair of the Senate Foreign Relations
Committee rebuked:

“(In renewing China’s MFN), the President is discarding what he once proclaimed to
be steadfast principles. And he is doing it in a shameful kowtow to China’s Communist
emperors...As a candidate, Mr. Clinton viciously attacked George Bush for ‘coddling
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the dictators in Beijing’... However, once in office, President Clinton has preferred
Mr. Bush’s soft approach’38®

Rationale for de-linking human rights and MFN:

Over the subsequent seven years, Clinton would take on the mantle of fighting
Congress every year to ensure the renewal of China’s MFN status. In fact, Kissinger agrees
with Berger and other administration officials that despite the initial decision to link MFN to
human rights, Clinton never actually intended to change the basic tenants of Sino-American
cooperation that had guided his five predecessors. Quite the contrary, Clinton’s main
motivation in imposing the conditions to start with was “because he sought to protect China
policy from the swelling congressional onslaught that was attempting to deny MFN to China
altogether.”%’ Kissinger goes on to say:

“Like all his predecessors and successors, he [Clinton] came to appreciate the strength
of Chinese leaders’ convictions and their tenacity in the face of public challenge. [As
a result] Clinton toned down the confrontational tactics and emphasized ‘constructive
engagement,’”388

Garrison also supports this view that “When forced to choose between human rights
and his promise to put economics at the center of U.S. foreign policy, Clinton pragmatically
chose economics.”*®® And one need look no further than Senator Helms’ complaint regarding
the softness of Clinton’s policy toward China to realize that it was a far cry from containment.
Indeed, Helms lamented that Clinton had done the complete opposite of containment in so far
as he had:

“Weakened nonproliferation sanctions...failed to impose penalties for violating textile
quotas...failed to cite or penalize lack of compliance with IPR agreements...failed to
prosecute Chinese companies conducting industrial espionage...upgraded military
relations with the PLA...approved the transfer of supercomputers and satellite
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technology that China could use to upgrade its missile arsenals. ..and insulted Taiwan’s
president.”3%

Despite the critiques from Helms and others, Clinton’s decision was not necessarily an
abandonment of his principles. This pragmatic cost-benefit analysis also coincided with his
general belief that an interdependent and interconnected world was the primary objective for
the post-Cold War era.® This faith in the power of interdependence and engagement was
shared by all of his foreign policy advisers, including his Secretary of State, who—despite
being the administration’s senior advocate for MFN conditionality in the first year—
wholeheartedly agreed that if China was not going to comply with the conditions, it was better
to abandon that policy than to adopt an isolationist approach merely to save face and score
political points. To this end, Christopher remarks in his memoirs that, “Though some in
Congress believed we should isolate and shun China as we had the Soviets during the Cold
War, I saw that path as leading to nowhere but trouble.”3%

Suettinger and Garrison agree. There is no doubt that Clinton chose to prioritize the
broader economic and strategic importance of maintaining stable relations with Beijing.
However, this was not an abandonment of the human rights agenda. Clinton simply accepted
that he could not bully China into reform—at least not at that point. Instead a more patient
policy of engagement appeared to be the most prudent option.3%® Broad-based commercial
engagement not only helped America’s economic standing, it also ensured that the U.S. would
be on better terms with China. Beijing’s cooperation was important for many of America’s
other objectives ranging from missile and nuclear proliferation to securing U.N. approval for

various peacekeeping missions.®** Ironically, a chief advocate of this “enhanced engagement”
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was former Democratic National Committee Chairman Ron Brown. In the year leading-up to
the 1992 campaign, no one had condemned George Bush’s policy of engaging Beijing more
viscerally than Brown, who quipped in one interview that “MFN should stand for ‘More Failed
Notions’ on the part of the Bush administration.”®® However, as Clinton’s Secretary of
Commerce, Brown:

“Tirelessly pressed for precisely the same MFN policy he had previously denounced,
speaking of unconditional MFN for China as a matter of ‘economic security,” vital for
America’s national security.”3%

Another unlikely advocate of improving relations with China was the Defense
Department. Secretary Perry in particular wanted to rekindle relations with the PLA. He
recognized that unlike his days in the Carter administration, arms sales were no longer
politically acceptable. Nonetheless, high-level exchanges would go a long way towards
reducing tensions and fostering trust between the two militaries. Perry also wanted Beijing’s
help in halting North Korea’s nuclear program; and in a move to reward the Clinton
administration for dropping the conditions for MFN and to demonstrate their relevance, Beijing
threatened to sanction North Korea if it did not halt its nuclear weapons program. Pyongyang
complied immediately, demonstrating both the power that the Chinese wielded and their
enhanced willingness to use this power in constructive ways once demands on their internal
practices were withdrawn.>®” Perry also traveled to Beijing in December 1994. This was the
first senior military delegation to China since Tiananmen, and Perry quickly authorized re-
opening official dialogue between the two forces at all levels. China also agreed to cease further

proliferation of the M-11 missiles, in return for America lifting many of the military sanctions
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that had been imposed. These sanctions, particularly those pertaining to satellite launches, had

cost the PLA dearly.3%

Imposing sanctions and granting exemptions:

On August 25, 1993, the Clinton administration did expand the military sanctions
against Beijing by prohibiting the export of various satellite and missile technologies. These
sanctions banned roughly $500 million of annual exports to China,3* but the ultimate rationale
for the sanctions was not to damage or constrain the Chinese economy. The sanctions were
imposed only after American intelligence agencies confirmed that China had sold M-11 missile
components to Pakistan.*®® Because these sales were explicitly banned under the Missile
Technology Control Regime (MTCR), Clinton was obligated to impose sanctions.*°* However,
the purpose was not to “contain” China’s growth. The administration was simply executing its
obligations under both international and domestic law.

Furthermore, Clinton could make amendments to or offer exemptions from the
sanctions if he deemed it in the “national security interests of the United States” to do so; and
as former State Department and NSC official Donald Keyser remembers:

“It didn’t take long for the President to exercise his waver authority... We sanctioned
and like clockwork—uwithin nanoseconds—the major U.S. satellite production and
launch firms came down on us like a ton of bricks.””4%

In particular, two of Clinton’s campaign supporters, Hughes Electronics Corporation
and the Loral Space and Communications Corporation, were among the companies directly
impacted by the sanctions. Hughes and Loral had received contracts to sell weather and media

satellites to the Australian and Singaporean governments. The contract to then launch these
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satellites into space had been won by the Chinese because “by that time the Chinese launch
services were a lot cheaper.”*% If the sanctions remained in place, Hughes and Loral could not
fulfill their contracts. This not only meant a loss in revenues for these two large California-
based companies, but it also meant a loss of jobs and tax revenue in California, which was a
key electoral state and one that had already been struggling from a recession. The governments
of Australia and Singapore—both important U.S. allies—also began to apply pressure for the
Clinton administration to approve the sale.*%*

Under this pressure, Clinton began granting exemptions to the sanctions as early as
December of 1993—Iless than four months after their initial imposition. Later in the
administration, reports revealed that these two companies had also illegally assisted the
Chinese in improving the design of the Long March rockets to ensure the safe delivery of their
satellites.*® Despite being a clear violation of the sanctions regime, the Clinton administration
continued to grant these companies and others like them exemptions throughout the rest of its
tenure.

Of course, satellite companies were not the only ones seeking to eliminate barriers to
doing business in China. In the weeks leading up to Clinton’s final decision on whether to
revoke China’s MFN in 1994, the White House received over 800 letters and messages from
major American corporations and trade associations, pleading that he not derail economic
relations by failing to extend MFN.%% General Electric, Boeing, and Caterpillar were just a
few of the other major corporations desperately wanting into the Chinese market. Adding to
concerns that American companies would be forced to unilaterally forfeit critical market share

to their foreign competitors if Clinton revoked MFN, the Chinese concluded a $2 billion
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agreement with German Chancellor Herman Kohl in the months leading up to Clinton’s final
decision. And Vice Foreign Minister Liu Huaqiu emphasized to Bob Rubin, Clinton’s closest
economic adviser, in a meeting in January 1994 that it was not only the Germans who were
putting aside human rights concerns to do business with China—so were the Japanese, French,
Canadians, and British.%” This served as a powerful reminder to anyone who might have
preferred to contain China—unlike the Cold War, America would have to go it alone if it
wanted to try to contain China.

In short, the administration had come into office planning to make economic, political,
and military engagement contingent on reforms to Beijing’s human rights, trade practices, and
proliferation activities. Less than a year later, however, they abandoned this conditional
approach. In fairness to the administration, the change in approach was not an abandonment of
their convictions. Instead, it was a practical cost-benefit assessment that the best way to achieve
progress was through engaging China—not ostracizing it. This preference for unconditional,
comprehensive engagement would guide the administration’s policies with China for the

remaining seven years.

The Taiwan Straits Crisis:

In 1994, Taiwan’s president, Lee Teng-hui began waging a campaign of “vacation
diplomacy” to build support for international recognition of Taiwan. As part of this effort, Lee
requested to make a visit to Hawaii en route to Central America.*®® Lee knew that Clinton had
visited Taiwan four times as Governor and was fond of the Taiwanese people.*® In contrast,
Clinton had never visited China, and had been openly hostile towards Beijing in his campaign

rhetoric. Therefore, Lee saw an opportunity to push the new President on America’s policies
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towards Taiwan. Despite his campaign rhetoric, however, President Clinton was already
beginning to appreciate the importance of maintaining positive relations with Beijing. Not
wanting to inflame these relations, Clinton agreed to allow Lee’s plane to refuel in Hawaii, but
no visa would be issued. Lee could disembark for a small reception in the Air Force hangar,
but he could not leave the hangar.*°

Lee successfully capitalized on this “snub” to build Congressional sympathy.**! As
expected, the snub generated intense outrage from members of both parties in Congress. To
ease this fury going into the mid-term elections, the administration relaxed travel restrictions
for American officials wanting to visit Taiwan, as well as for lower level Taiwanese officials
visiting the United States. However, the prohibition remained in place for the senior leadership
in Taiwan. In November of 1994, Newt Gingrich led the Republicans to a historic routing of
Democrats in both houses of Congress with their “Contract with America”.*'? While criticism
of Clinton’s Taiwan policy was not one of the central tenants of this contract, the
administration’s refusal to grant Lee Teng-hui a temporary visa to speak at Cornell in June of
1995 had considerable symbolic significance. Lee had earned a PhD in agricultural economics
from Cornell University in 1958, and many in Congress found it reprehensible that Clinton
would prevent the president of Taiwan to make even a personal visit to his alma mater.
Accordingly, they passed resolutions demanding that Clinton grant Lee a visa.*'?

Though the administration had previously assured Beijing that the U.S. would not issue
the visa, the resolution passed the House and Senate with 396-0 and 97-1 majorities

respectively.*** While Clinton and his senior advisers desperately wanted to avoid angering
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Beijing, all three were in agreement that Congress was leaving them no choice.*'®> However,
far from issuing the visa as a way to somehow contain or punish China, Christopher says their
justification was really “fear that Congress would work some mischief into the Taiwan
Relations Act if we did not.”*® In this sense, the rationale could not be more opposite from
containment because the goal was explicitly to pacify Congress with this symbolic measure in
order to head off potentially more significant demands on substantive economic issues.
Furthermore, Congress had the votes to override a veto, and a defeat in this type of visible
showdown could motivate the China hawks to pursue an even more aggressive legislative
agenda against China.*!

On April 17, Secretary of State Warren Christopher communicated to Chinese Premier
Qian Qichen that while he and the President did not want to grant the visa, Congress was
leaving the administration no choice. On May 19, Clinton signed an executive order
authorizing the visa, and Lee traveled to Cornell just a few weeks later. In what turned into a
nightmare for the administration, Lee’s alumni speech was far more of a policy speech about
Taiwan’s status than a nostalgic reflection on his time at Cornell.*!® Though Lee did not make
any formal declaration of independence, many of his remarks came close to Beijing’s “redline”

regarding the “one-China” policy.

Crisis Erupts:
Beijing’s expression of outrage was swift. Jiang Zemin recalled China’s ambassador to
the US, and he refused to accept the credentials of America’s new ambassador, James Sasser.

Jiang also cancelled ongoing dialogues with Washington, and ordered a series of military
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exercises and missile tests in the Taiwan Straits, the first of which began on July 19.4*° The
PLA’s purpose in these tests and exercises was clear: to intimidate Taiwanese voters and send
a clear signal of resolve to leaders in both Taipei and Washington. The intimidation strategy
worked to an extent. During the exercises and missile tests, opinion polls showed declining
support for independence movements among the citizens of Taiwan, with one poll showing a
7% dip after the missile tests.*?® As both domestic and international investors grew anxious,
the Taiwanese economy also suffered.*?! In fact, in the weeks after the missile tests, Taiwan’s
stock market dropped by a third, and its exchange rate reached a four-year low.*?2

Beijing’s bully tactics angered the American public, which would have made retaliating
against China politically expedient for Clinton. Instead of capitalizing on public frustration,
however, the Clinton administration actually sought to de-escalate the situation through a range
of overtures to Beijing, including a personal letter from Clinton to Jiang, in which Clinton
assured Jiang that his administration was not reversing America’s established policy positions
on Taiwan.*?® Clinton’s reassurances came to be referred to as the “three no’s”: no support for
Taiwanese Independence; no recognition of two China’s or one China and a separate Taiwan;
and no support for Taiwan’s bid to join the United Nations. The letter also extended an
invitation for a summit meeting with Clinton in October in New York, where they issued a
“Joint Statement,” in which both nations symbolically pledged, “to build toward a constructive
strategic partnership.” *?* Shortly after the summit, both ambassadors returned to their

respective posts.
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Despite the ease in political tensions between Beijing and Washington, all three
countries’ defense establishments continued contingency planning for a potential conflict. In a
chilling example of how destructive a conflict over Taiwan could prove, Xiong Guangkai, who
was serving as the deputy chief of the general staff and head of Chinese military intelligence,
claimed the Chinese leadership doubted Washington’s resolve to defending Taiwan because,
“Washington ‘cares more about Los Angeles than Taiwan.””*?® Such a bold statement from
one of the PLA’s senior leaders sparked sufficient concern on the NSC that a wholesale re-
evaluation of China policy was ordered in January 1996. This is exactly what my theory would
expect, as this was a threat both against an American protectorate, as well as the American
homeland, by a nuclear power.

The purpose of the review was two-fold. First it was to review various escalation
models and contingency plans regarding a conflict in the Taiwan Strait. The second purpose
was to conduct a more comprehensive examination of the administration’s overall strategy
towards China. This assessment concluded that the potential for conflict would remain at an
elevated level through mid 1996.4%° However, Robert Suettinger, who helped lead this review
during his time on the National Security Council, reports that the ultimate recommendation of
the report:

“Was not to change direction (away from engagement), but rather alter the perspective
on China policy: from trying to resolve problems in the context of ‘engagement’ to
trying to manage—in cooperation with the Chinese—the inevitable problems in the
relationship.”*?’

This assessment represents exactly the type of re-examination of strategy that my
theory expects to see in response to the threatened use of force. Given the nature of the threat

that the Chinese were making and the degree of public contempt for Beijing, it would have
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been easy for the Clinton administration to emerge from this assessment with a far stricter
strategy of containment. However, as the report indicates and the administration’s subsequent
actions confirm, the result of this reevaluation was far from advocating a relative-gains focused
strategy of containment.*?8 Thus, as Hypothesis #4 would expect, we see China’s behavior—
not its growth—driving this re-assessment of engagement and the neoliberal beliefs
undergirding it.

Increasing signs of Washington’s frustration, however, did not deter the PLA from
conducting another round of missile tests and amphibious training exercises in the weeks and
days leading up to the Taiwanese presidential elections on March 23. These were even larger
and more aggressive than the exercises the Chinese had run before the legislative elections in
March. 4?° However, this time Washington “upped the ante,” deploying the U.S.S.
Independence and the U.S.S. Nimitz battle carrier groups to the area.*3® This decision was made
at a major foreign policy meeting in the Pentagon on March 9, which included the Secretary
of Defense, Secretary of State, National Security Advisor, Assistant Secretary of State for East
Asian Affairs, Chairman of the Joint Chiefs of Staff, and the CIA Director. All participants
were in agreement about the decision to send carriers, and no one opposed Perry’s insistence
that two carriers should be sent—not just one.**! Two aircraft carriers would signal that this
was not merely an act of political theatre, but a credible commitment to defend the fledgling
democracy against an attack from the PLA.**? However, the committee did refrain from

sending the carriers directly into the Taiwan Strait, as the Nimitz had done earlier in 199543
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Suettinger also points out that while this was the largest deployment of American forces to the
area since normalization in 1979, it was actually the mildest response that the President’s
advisers offered him as an appropriate response.*** The President’s decision to opt for the least
confrontational response emphasizes that his desire was to show resolve and de-escalate the
situation—not to bluster and escalate tensions. Christopher confirms that the objective was not
to antagonize—much less contain—China; but instead “to lower tensions and to manifest our
determination to keep the peace.”**® The fear being that, as in the Korean War when America
failed to clearly signal resolve, “a miscalculation by either side could have led to an unintended

war,”436

Resolution and Long-Term Effects of the Crisis:

Ultimately, the election proceeded without an actual military clash. After the election,
Lee toned down his rhetoric, Beijing backed off its military exercises, and the American
carriers left the area. Nevertheless, the crisis had two lasting impacts on the relationship. First
and foremost, it increased tensions between Taipei and the Clinton administration, which
considered Lee’s campaign rhetoric an unnecessary provocation. In fact, Winston Lord, who
was no apologist for China, refused to meet with Taiwanese representatives for the remainder
of his time at the State Department.*3” Second, while the Clinton administration might have
laid blame for this particular crisis at Lee’s feet, the PLA’s saber rattling was also of great
concern to both Washington and allied capitals throughout the Asia-Pacific. As a result, it
served as a wake-up call to everyone in the region that the threat of conflict was very real, and

that China was a powerful and committed potential foe that was willing to play brinkmanship.
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This assessment of China reaffirmed to leaders in Washington and Tokyo the importance of
renewing and expanding defense cooperation between America and Japan in the post-Cold
War era.*3®

The fact that China’s actions during the crisis not only motivated a major review of
America’s approach to China on the National Security Council, but also renewed security
cooperation between the U.S. and Japan once again affirms Hypothesis 4 that it is changes in
behavior—not changes in the relative distribution of power—that cause policymakers to re-
examine their strategies and the causal beliefs undergirding them.

To this end, John Garver and many others feared that the crisis might lead to a
significant upward evaluation of the “China threat” among American foreign policy leaders.
Garver argues that up until the crisis, the “China threat” had been only a distant minority view
within government, but that this might change in light of China’s willingness to pursue
“military adventurism” and brinkmanship in Taiwan.**® However, for reasons both internal and
external to Sino-American bilateral relations, the “China threat” would remain a minority
opinion for another 15 years until China once again engaged in military bullying over territorial
disputes—this time over islands in the South and East China Seas.

Andrew May, who now runs the Office of Net Assessment (ONA) in the Pentagon,
provided further proof of this phenomenon. ONA has been the leading advocate within the
Defense Department for taking a hardline on China, and when I interviewed May, he confirmed
that there was a significant upward evaluation of the China threat in ONA during the 1990s.
However, he concedes that, “unfortunately, this was by far the minority view among much of

the top ranks of both political and uniformed leaders in the Pentagon. Few people wanted to

438 (Mann 1999, p. 338)
43 (Garver 1997, p. 5)

190



Chapter 6

talk about the challenge China might pose.”** Instead it would not be until China’s anti-
satellite tests and assertiveness in the South and East China Seas that a serious upward
prioritization would be placed on the “China threat”.*4

Similarly, Joseph Nye, who was the Chairman of the National Intelligence Council and
the Assistant Secretary of Defense for International Security Affairs under Clinton, confirmed
the lack of an appetite among the senior leadership in the military and intelligence communities

for any type of containment strategy. He said:

“While we [in the Pentagon] were well aware of the rise in China in the early 90s...we
felt the prospects of containing China were very slim. We wouldn’t get the support we
needed [from our allies]. But the prospects of hedging against China becoming a bully
are pretty good, which is why we reinforced the US-Japan security treaty. So
essentially we engage China by bringing them into the World Trade Organization,
which was based on a neoliberal or positive sum approach to international policy. At
the same time, we reinforced the U.S.-Japan security treaty as an insurance policy.”*#?

After a follow-up question, however, Nye clarified that this was not meant to insinuate
that the DOD had wanted to pursue a containment strategy, but was simply unable to do so
because of a lack of allied support. Instead, regardless of the feasibility of containment, there
was not even a desire to contain in the first place because they felt that:

“If you treat China as an enemy now, you’re guaranteeing an enemy. If you treat China
as a friend, you’re not guaranteeing a friend for the future, but you’re at least keeping
the possibility open... Why would we throw away the chance at a friendly relationship
by containing them?”**43

Thus, while the crisis alarmed American officials and highlighted the importance of
continuing to invest in hedging China with a robust regional military advantage, the ultimate
analysis was to simultaneously push even harder on economic and political engagement.
Trying to contain or ostracize China would only initiate a trade war that would damage the

economy and further escalate tensions, which was the last thing Washington wanted. Indeed,
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Garrison reveals that Anthony Lake and Warren Christopher, who had originally favored
placing conditions on China’s MFN status, joined forces with the long-time pro-engagement
crowd consisting of Ron Brown, Bob Rubin, Sandy Berger, Larry Summers, Leon Panetta, and
Mickey Kantor to “permanently remove the sanctions debate.”*** Lake put the matter pretty
bluntly; the Taiwan Straits crisis highlighted the fact that Asia could look like Europe of the
19" and 20" century, or the U.S. could try to avoid that scenario by forging a more cooperative
and peaceful system centered on trade and engagement.*4°

The fact that China’s behaviors only motivated increased investment in hedging—not
a complete abandonment of engagement—is completely compatible with my theory because
it acknowledges that a range of other factors at the individual, bureaucratic, domestic, and
international level determine whether any given re-assessment ultimately results in a policy

reversal.

Summary:

In summary, the crisis could easily have escalated out of control. As it were, cool heads
prevailed, and the conflict managed to avoid any “skirmishes, close calls, dogfights, or other
encounters.”**® Furthermore, the crisis did not cause any long-term or even medium-term
problems in Washington’s relationship with Beijing. As mentioned above, the only
relationship that it strained in the long run was US-Taiwan relations.**” And while it did result
in closer security partnerships between the U.S. and some of its regional allies, none of the
countries on either side of the Pacific expressed any desire to resort to economic containment.

Indeed, American policymakers remained as eager as ever to do business in China, confident

444 (Garrison 2005, p. 146; Tyler 1999, p. 403-404)
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this was still not only a way to boost economic performance at home, but also reduce the chance
of ever experiencing a major conflict with China by moderating Beijing’s foreign policies and
liberalizing its domestic policies. The renewal of security partnerships was merely a means of
hedging these economic bets.

This is precisely what we would expect in the aftermath of this type of threatened
aggression from a major power. American policymakers conducted a wholesale re-evaluation
of their strategy towards China. This assessment concluded that the optimal strategy was still
to continue pressing for deeper engagement, but to hedge this economic bet by renewing and
expanding the various investments required to maintain the military superiority of America
and its allies in the region. In essence, policymakers did not withdraw any of their carrots—
they simply ensured that they retained a powerful stick in the event that the carrots proved

insufficient.

The Fight over WTO and PNTR:

Background:

America’s support of China’s accession to the WTO, and its extension of Permanent Normal
Trade Relations (PNTR) to China in 2000 was the final major turning point for Sino-American
relations during the Clinton administration. Of all the choices that the Clinton administration
faced in its relations with China, this would have the longest impact on bilateral relations. It is
also the decision most relevant to this thesis because in supporting China’s accession to the
WTO and granting China PNTR, the Clinton administration substantially reduced the
flexibility of future administrations to pursue either multilateral or even unilateral containment
policies. As President of the US-China Business Council, no one was more aware of the
implications of granting China PNTR than Robert Kapp, who described the monumental, long-

term impact this way:
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“Granting China PNTR would put an end to the annual possibility of killing trade with
China. The minute you make it permanent, that’s the end of the annual ‘should we or
shouldn’t we” mess. So Labor hated it. They knew it could open the floodgates to
American companies wanting to invest and build in China.”**8

A senior official conceded this point, but also underscored why the administration

chose to proceed:

“What we were giving up was our right to exclude China. That's what we were giving
up. My counterargument was, ‘Yes. That’s true. But they’re a fifth of the world's
population...a fifth! Can we really afford to exclude over a billion people, and why
would we want to?”4°

This view also reflected the perspective of the national security team during the Clinton
administration. James Keith served as the China director on the National Security Council, and
helped lead the administration’s effort to get China into the WTO. Far from seeing this as
compromising America’s security interests, security experts like Keith saw bringing China into
the WTO as a huge win:

“If you go back and talk to the joint chiefs year by year, I think there was a very clear
consensus that engagement was the right way to go; that we’re better off trying to bring
China into the WTO rather than being on the outside and watching China develop
which ever way it chooses. However, many on the human rights side opposed this
bitterly, seeing it as a sort of seal of approval or endorsement; so it was more of a
problem with labor and human rights groups than security experts.”**

In the same vein, Daniel Rosen who was brought on to the Clinton team specifically
for the purpose of thinking through the implications of allowing China into the WTO, said:

“There were actually national security benefits to getting China in the WTO club.
Rather than keeping them out, which would almost guarantee that they would choose
a less internationalist model for themselves, which would not be in our security
interests. ..that kind of thinking was very powerful.”**!

448 (Kapp, 2014)
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Indeed, one senior administration official points out that far from avoiding or trying to
hide the national security aspects of the deal, “Clinton sold it on the basis of national security.

That was seen as one of the main reasons to do the deal.”**?

The Road to Reaching a Bilateral Agreement on WTO and PNTR:

The fact that Kenneth Lieberthal, Clinton’s Senior Director for Asia on the National
Security Council (NSC), was the one who reinvigorated the WTO talks in 1998 only further
affirms Keith’s point that bringing China into the WTO and extending it PNTR was seen as
consistent with America’s security interests. Licberthal believed this would be a productive
way to focus relations with Beijing in a positive direction, so he took his proposal to Sandy
Berger, who was Clinton’s National Security Adviser in the second term.** Berger also
supported getting China into the WTO, and knew the President had wanted to do this since
1996.4%4

However, Berger feared the goal was unattainable, because the Chinese had previously
signaled they were not ready to make the types of sweeping reforms required for WTO
accession.* Nonetheless, Clinton agreed to raise the issue in a series of personal letters to
Jiang in January and February 1999. To the administration’s surprise, Premier Zhu Rongji
responded that he was interested in opening negotiations regarding WTO accession, and that
China was now willing to consider many of the reforms that Washington had listed as pre-

conditions.**® U.S. Trade Representative Charlene Barshefsky traveled to Beijing in late
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March of 1999 to finalize the details of the proposed deal. The plan was for Clinton and Zhu
to jointly announce the agreement during Zhu’s upcoming trip to Washington in April.**’

In the agreement, Zhu made a surprising number of concessions. However, Robert
Rubin and Larry Summers at the Treasury Department along with Gene Sperling and John
Podesta at the White House opposed signing the agreement during Zhu’s April visit.**® They
agreed with the strategic importance of getting China into the WTO, and none of them raised
significant objections to the terms of the deal. Their objections were based on a purely domestic
political calculation that announcing the agreement in April was bad timing. Clinton’s Chief
of Staff, John Podesta, described himself as “probably the biggest proponent of postponing
(the signing).”**° Acknowledging that U.S. Trade Representative Charlene Barshefsky had
negotiated a good deal and that the final agreement was, for all practical purposes, identical to
the draft agreement, he nonetheless justified his position, saying “from the negotiator’s
perspective, it’s like get the deal when you get the deal. From the people who then have to get
the deal approved, it begins to look a little different.”*%

What were the political problems that were worrying Podesta and others? Clinton was
facing intense criticism that the administration’s mishandling of China policy had jeopardized
national security.*! Critics were claiming that Clinton had failed to safeguard America’s
nuclear secrets; that he had illegally accepted campaign donations from individuals inside the

Chinese government and the Chinese military; and that he had wrongfully granted American

corporations that had supported his campaign waivers to export critical satellite and other high-
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end technologies to China.“%? Particularly concerning at the time were reports about the
compromise of America’s nuclear secrets by Chinese spies.“®® The Cox Commission, which
had been created to investigate these and other allegations surrounding the Clinton
administration’s handling of China policy, had just released a damning report in March.*%4
Clinton’s political advisors feared that announcing such a monumental deal on the heels of
these scandals—regardless of how favorable the terms were to America—would empower
administration critics to claim that the President was “selling out the national interest in order
to divert attention away from the scandals presently surrounding the White House.”#% Siding
with the skeptics, Clinton decided not to sign the deal while Zhu was in Washington.

One senior administration official who favored signing the deal during Zhu’s visit,
concedes:

“The President's relationship with the Democratic Caucus was extremely strained, and
this was one more nail in the coffin, because the caucus is not particularly pro-trade
and certainly not pro-China.”*6®

Regardless, everyone in the administration’s senior leadership quickly realized that this
had been a mistaken political calculation. One senior official put it directly, “Bill Clinton got
terrible political advice...truly terrible, and the President was excoriated in the
press....excoriated!”*®” When the details of the agreement were released, pundits, the American
business community, and many on Capitol Hill were dismayed that the President would walk
away from such a fantastic deal. In an ironic twist, critics turned the President’s reason for
delaying the deal against him, arguing the he had allowed fear of criticism to deter him from

accepting a deal that everyone agreed would significantly benefit American interests and the
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American people. To give an indication of the degree of outrage, one senior official recounts
a meeting with leaders of the business community the next day, in which the official described
numerous business leaders literally shouting and pounding their fists on the table during a
meeting with top administration officials.*%®

However, the outrage and dismay extended far beyond business leaders. It was so
widespread and intense that Clinton instructed his team to see if there was any way they could
still do the deal before Zhu returned to China.**® One official remembers that Clinton was so
desperate that, “he even offered to go up to Canada (to sign the deal). Offered to have him
(Zhu) come back from Canada.”*’® However, she and others counseled the President that it
was highly unlikely that Zhu would do the deal at this point. Nevertheless, Clinton insisted on
calling Zhu to try. Deputy Assistant Secretary of State for East Asia, Susan Shirk, remembers,
“I was in the room when Zhu took Clinton’s call, and he just told him that ‘I can’t finalize a
U.S. deal when I’'m in Canada, I'm sorry. I just can’t do it.”**"

Nevertheless, Clinton and his team continued to press Zhu once he was back in China.
Before they could make any significant headway, however, an American B-2 bomber
mistakenly dropped a 2,000-pound bomb on the Chinese embassy in Belgrade on May 7, 1999
during the NATO operations in Yugoslavia. In response, Beijing ceased communications with
Washington, and outside the American Embassy in Beijing, thousands of violent protestors

gathered, throwing rocks and Molotov cocktails over the fence.*’2 The protests became so large
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and violent that Ambassador Sasser and others feared the embassy would be overrun and began
destroying classified material.*”® In this climate, a deal was untenable.

Later that summer, however, Clinton once again grew restless to complete the deal and
dispatched Larry Summers, Kenneth Lieberthal, and Susan Shirk to track down Zhu and bring
him back to the negotiating table. Shirk recalls, “We chased Zhu all over China, and the
President communicated in several letters, basically begging him to come back and finish
negotiations.”*’* Zhu was in Taiyuan, a mid-sized city in central China, when he finally agreed
to meet with the delegation. However, he refused to fly back to Beijing, so Lieberthal
remembers, “Summers and I got on a plane that night and flew out to Taiyuan.” Zhu laid down
his terms for returning to negotiations, and Summers drafted an urgent “night letter” to the
President recommending that he accept the terms.*”® Clinton agreed, but China’s President,
Jiang Zemin, did not officially sign-off on renewed talks until he and Clinton sat down at the
APEC conference in New Zealand in September 1999. At that point, Clinton’s foreign policy
team considered completing the negotiations their “top priority”.4’

Formal negotiations resumed on November 10, 1999 in Beijing with Barshefsky,
Lieberthal, Shirk, and Sperling all in attendance. Sperling, in particular, was there to
demonstrate to both sides that, “the President fully supported this, and wanted to just get it
done soon.”*’” The Chinese now had the home-court advantage, and they knew Clinton

desperately wanted the deal. Predictably, therefore, they tried to remove many of the

concessions they had made in the March and April negotiations.*’® However, always a ruthless
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and tenacious negotiator, U.S. Trade Representative Charlene Barshefsky had made her
Chinese counterparts meticulously sign all aspects of the original agreement that had been
reached in March. In doing so, she managed to claw back virtually all of those concessions.*"

Many officials—including President Clinton—have justified their decision to delay
signing the agreement by saying that some aspects of the latter deal were more favorable to the
automobile and financial services industries, which made this later version more politically
palatable in Congress.*®° Several officials with whom | spoke rejected this claim, stating that
on the merits, the first deal was at least as good as the second deal.*®* Regardless of who is
correct, though, the fact that this is the nature of the debate means that any minor hesitation
that the administration might have felt stemmed purely from domestic political concerns—not

the type of relative gains concerns that neorealists would anticipate.

Earning Congressional Approval for WTO Accession and PNTR Extension:

Unfortunately for the Clinton administration, negotiating the agreement was the easy
part. Getting Congress to grant China Permanent Normal Trade Relations (PNTR) status was
the real difficult challenge. For the deal to work, Congress had to grant China PNTR. As
Secretary of State Madeleine Albright put it: “Unless we did (pass PNTR), our competitors
would gain easier access to China’s markets while we would not.”* This was because if China
entered the WTO and the U.S. failed to extend China PNTR, China would undoubtedly
reciprocate by resurrecting—indeed increasing—the barriers to trade and investment that had

been the whole point of getting China into the WTO in the first place. As Kapp described:
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“The very first provision of the original 1947 General Agreement on Tariffs and Trade,
which was incorporated in the founding documents of the WTO in 1994, requires that
all members treat each other without discrimination. Therefore, if we didn’t extend
PNTR to China when the PRC formally became a member of the WTO, we would be
‘discriminating’ against Chinese imports, and China could in turn ‘discriminate’
against us. Ironically, we would be handing to every other WTO member the very
concessions we negotiated with the Chinese without getting any of the benefits
ourselves. That’s just suicide!”*®

Thus, the stage was set. If PNTR passed, the perennial battles over MFN would vanish.
If Congress failed to grant PNTR, then bilateral trade would grind to an absolute standstill, and
other nations’ companies would capture the newly opened market share in China that had been
the whole point of the WTO agreement. With the stakes this high, all sides committed
tremendous resources and attention to “the penultimate trade battle.”*®* Clinton also highlights
how important the WTO deal was—and how difficult it was for him to pass it:

“This (PNTR Vote) turned out to be a very difficult legislative fight—an especially
tough vote for Democrats who depended on labor support—and | brought groups of a
dozen or so members down to the residence for several weeks in an intensive effort to
explain the importance of integrating China into the global economy.”*%

Indeed, Clinton viewed passage of PNTR as so important that he put his closest political
adviser, Chief of Staff John Podesta, and his most trusted national security adviser, Sandy
Berger, in charge of the effort.*®® Berger, in turn, was so committed to seeing this bill through
that he asked Kenneth Lieberthal to task James Keith, the head of the China desk on the
National Security Council, to focus exclusively on coordinating the administration’s message
regarding the security benefits of passing PNTR.*®’ During the process of promoting the bill,
President Clinton also delivered one of his strongest speeches on the merits of engagement.
One section in particular stands out:

“China’s entry into the WTO...is about more than our economic interests. It is clearly
in our larger national interest. It represents the most significant opportunity that we
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have had to create positive change in China since the 1970s...The path that China takes
to the future is a choice China will make. We cannot control that choice, we can only
influence it...We can work to pull China in the right direction, or we can turn our backs
and almost certainly push it in the wrong direction. The WTO agreement will move
China in the right direction.”*88

As this quote reveals in no uncertain terms, Clinton and his team chose to sell this
agreement on the grounds that it would serve the national security interests of the United
States...not just the economic interests of its corporations. They held a genuine belief that
sustained engagement between the governments, militaries, businesses, and ordinary citizens
would improve—though not guarantee—the chances that China would develop as a
responsible status-quo power.

Unfortunately for Clinton, the harshest and most powerful critics of this trade
agreement came from labor unions, which wielded enormous influence over the Democratic
caucuses in Congress.*® The other main opponents were the human rights and environmental
groups, both of which were also important groups within the Democratic Party.**® However,
as Thomas Friedman argued in his editorial in the New York Times:

“The truth is that the AFL—CIO couldn’t care less about political change in China. That
is just a cover for their head-in-the-sand protectionism. China could become a
democratic paradise tomorrow and Mr. Sweeney (president of AFL-CIO) and his
union would still oppose this trade bill.”*%

Regardless of their motivation, the combination of labor, human rights, and
environmental groups was a powerful trifecta in the Democratic caucus.*®® There was also a
contingent of Congressional Republicans who opposed the deal because they feared China’s
accession to the WTO would have adverse effects on Taiwan’s trading relationships. However,

the administration assured members that Taiwan would be able to go through WTO accession
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at the same time as China, and this appeased many of these critics. This left long-time anti-
communists, like Senator Jesse Helms, as the primary holdouts in the Republican Party, but
these were a dwindling minority.4%3

Ultimately, the bill passed both houses of Congress, but relied primarily on Republican
votes. Though he was ridiculed in his own party, Clinton and many of his senior advisers see
pushing through China’s accession to the WTO and securing PNTR as one of their crowning
foreign policy achievements. His National Security Adviser, Sandy Berger, beamed that,
“China’s accession to the WTO was a turning point...a monumental turning point! It was
transformative within China, and it was transformative for our bilateral relationship.”4%
Secretary of State Madeleine Albright concurred that granting China PNTR and facilitating its
accession to the WTO “was the most tangible success of the administration’s engagement
strategy.”*% After eight years, Clinton and his team were convinced that positive relations
between the United States and China were critical to maintaining peace and prosperity in the
21% Century. They saw no better way to achieve this goal than through ensuring that the most

important link between the two countries—commerce—would permanently serve as a reliable

source of stability for the relationship instead of creating a perennial source of friction.

Findings:
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Assessing the Clinton Administration’s Policies:

So where does the Clinton administration fall on the containment, conditional
engagement, and comprehensive engagement spectrum? The administration clearly did not
pursue—at any time—policies that would resemble containment. As Garver argues, “If U.S.
leaders really wanted to stifle China’s development, they would have long ago revoked
MFN.4% Likewise, when | asked David Dollar what containment would have looked like, his
response was:

“I think the most of important thing would’ve been blocking them from joining the
WTO, taking the approach that unless they open up their markets to a certain level,
then you’re going to have restrictions on their ability to come into the U.S. market. The
problem with that is it kind of goes against the fundamental philosophy of the U.S.”49"

The administration’s response was the exact opposite of stifling China’s development.
By granting China PNTR and bringing it into the WTO, they permanently removed the MFN
debate. The real question, therefore, is whether the administration’s policies are best
characterized as conditional or comprehensive engagement? In the first year, the
administration did attempt to impose conditions—albeit ones that were dramatically watered
down and more narrow than Congressional legislation. Nonetheless, this is indicative of the
conditional engagement approach. However, at the end of that year, the Chinese failed to make
even “general progress” on the conditions that the administration had imposed. Under the
conditional engagement approach, this would have necessitated a revocation of MFN, which
Clinton did not do. Thus, from 1994 forward, the administration remained solidly within the
comprehensive engagement approach as far as trade agreements are concerned. Facilitating
China’s accession into the WTO and extending it PNTR were the penultimate manifestation

of this comprehensive engagement strategy.

4%(Garver 1997, p. 70-71)
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This commitment to comprehensive engagement is also evident in the administration’s
handling of the 1995-1996 Taiwan Straits Crisis. Before the crisis, the administration denied
all of President Lee’s requests to travel to America. They only amended this policy in 1995,
once it was clear that Congress was going to force their hand. Even then, the administration’s
primary motive in granting the visa was to stave off further Congressional action, and the
administration went to extraordinary lengths to pacify the Chinese. The Clinton team
reaffirmed America’s long-standing commitment to the one-China policy and went on to
specify that America opposed—and was not just indifferent towards—any Taiwanese
Declaration of Independence. The administration also criticized Taiwanese politicians for
irresponsible rhetoric, refused to increase arms sales to Taipei, and renewed America’s pledge
not to support Taiwan’s accession to the U.N. This is a far more deferential approach than what
would be expected from an administration committed to conditional engagement—say nothing
of containment.

While Clinton did deploy two aircraft carriers to the Straits, their primary purpose was to
avoid an unintentional war resulting from a lack of clarity in Beijing about America’s
commitment to defending Taiwan against an unprovoked attack. The administration also
simultaneously emphasized to Taiwan that this commitment hinged on the attack being
unprovoked. Furthermore, the American ships made no effort to disrupt the ongoing Chinese
military exercises or interdict the missile launches, and the forces were removed immediately
after the election. In short, the administration worked hard to avoid the crisis in the first place

and went out of its way to assuage Chinese concerns once it had erupted.

Summary:
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As the below chart demonstrates, the Clinton administration’s policies towards China
indicate a strong commitment to a strategy of comprehensive engagement, in which absolute
gains received maximum priority. Furthermore, over the course of the administration, absolute
gains received greater and greater priority and engagement became more and more
comprehensive. This trend is opposite from what a neorealist focus on material capabilities
would expect, because both China’s nominal size and growth rates were also accelerating

throughout the period. These results are presented in Table 6.1.

Table 6.1

Clinton Administration’s Position on Engagement

Policy Area Preferred Approach

Overall Approach Conditional Engagement > Comprehensive
Engagement

Response to Crises Comprehensive Engagement

Handling Congress Conditional Engagement > Comprehensive
Engagement

Why such strong support for engagement?

Why did the Clinton administration place such a strong emphasis on comprehensive
engagement? The following analysis looks at a range of potential explanations, but before
delving into this analysis, it is important to provide the justification that President Clinton
himself gave during a speech to the Asia Society in New York in 1997. Because of its
comprehensive and authoritative analysis, | include this long excerpt virtually unabridged.

“China’s economic growth has made it more and more dependent on the outside world
for investment, markets, and energy...I know there are those who disagree. They insist
that China’s interests and America’s are inexorably in conflict...They, therefore,
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believe we should be working harder to contain or even confront China before it
becomes even stronger. | believe this view is wrong. Isolation of China is unworkable,
counterproductive, and potentially dangerous. Military, political, and economic
measures to do such a thing would find little support among our allies around the world
and more importantly, even among the Chinese themselves working for greater liberty.
Isolation would encourage the Chinese to become hostile and to adopt policies in
conflict with our own interests and values. It will eliminate, not facilitate, cooperation
on weapons proliferation. It would hinder, not help, our efforts to foster stability in
Asia. It would exacerbate, not ameliorate, the plight of dissidents. It would close off,
not open up, one of the world’s most important markets. It would make China less, not
more, likely to play by the rules of international conduct and to be a part of an emerging
international consensus...As always, America must be prepared to live and flourish in
a world in which we are at odds with China. But that is not the world we want. Our
objective is not containment and conflict; it is cooperation. While this world is not
guaranteed through engagement, it is possible.”*%

Cost-Benefit Analysis:

As President Clinton’s quote articulates, the justification for engagement was the result
of a practical calculation of the costs and benefits of a policy of engagement versus one of
containment. This cost-benefit analysis (CBA) takes into account—as he acknowledges—both
strategic and economic interests, and evaluates them in both the long and the short-term.
Clinton and his team believed that positive relations with Beijing would not only benefit
American corporations and consumers, but they would also secure a powerful “strategic
partner” in resolving a range of security issues both regionally and globally. As Secretary
Albright said:

“If China and the United States can achieve economic growth through participation in
a global system governing trade, we may be able to find comparable benefits in
cooperating on terror and proliferation. Indeed we have already made considerable
progress [on this front].”%°

In contrast, they feared trying to ostracize or contain China would only ensure China’s

development as a revisionist power, openly hostile to America and the liberal order atop which
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it sits. This type of estranged and antagonistic relationship was certain to exact significant costs
on both America’s strategic and economic interests in the short and long-term.>%

The CBA framework is also useful in understanding not only why the administration
preferred engagement to containment, but also in understanding why—after the first year—the
administration shifted from a strategy of conditional engagement to one of comprehensive
engagement. The administration’s end goal was always to shape a China that was more
respectful of the rights of its citizens and more responsible in its relations with other states.
What changed was the administration’s cost-benefit analysis concerning the optimal means of
achieving this end.

The initial thought was that threatening to withdraw MFN was the most effective way
to attain this goal. However, given Chinese intransigence, the administration quickly
recalculated that the costs of this conditional approach would be extremely high in the short
and long-term, and even minor benefits were out of the question in the short-run and highly
unlikely in the long run. Thus, they opted to return to their predecessors’ strategy of
comprehensive engagement, seeing virtually no costs to unconditional engagement in the
short-term. In the long-term, they recognized that costs were possible, but they appeared less
likely than under a strategy of containment or even conditional engagement. Finally, the
benefits to U.S. corporations and consumers of comprehensive engagement were seen as
enormous in both the short and long-terms.

This fits the basic heuristic we developed in Chapter 2, which argued that if
policymakers calculate that the expected benefits (Be) minus the expected probability of
conflict (Pe) multiplied by the associated costs of conflict (Ce) for engagement are greater than
the expected benefits (Bc) minus the expected probability of conflict (Pc) multiplied by the

associated costs of conflict (Cc) for containment, then we should expect engagement. Thus,
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because the Clinton administration calculated that Be — PeCe > Bc — PcCc, they opted for
engagement. Because this type of rational cost-benefit analysis provides the framework
through which policymakers were making their decision of whether to engage or contain

China, itis necessary in order to understand that decision. This makes the CBA a causal factor.

Neoliberal Causal Beliefs:

As the President’s extended quote and the numerous statements from other officials
included in this thesis indicate, underlying this cost-benefit analysis and impacting every factor
included in it was a powerful and pervasive set of neoliberal beliefs about the causal effects of
engagement and interdependence. These beliefs held that engagement—economically,
politically, militarily, and culturally—was the best way to influence China. According to
Clinton’s Senior Director for Asia on the NSC, Kenneth Lieberthal:

“Clinton was a long-term strategic thinker, but his was a neoliberal perspective that
had faith that through engaging China and showing them that they stood to reap
enormous benefits by being a responsible state, we could empower reformers who
sought to loosen domestic controls and moderate their external behavior.”®"

Reflecting this same perspective, Susan Shirk remembers:
“When I came to the administration in 1997, trade issues were seen as one of those ways of
creating more interdependence, bringing China into the global trade system and you know,

motivating more cooperative behavior; so it was really seen as a mechanism for transforming
China.”%%

Indeed, this belief was so strong that President Clinton optimistically reflected in his
nightly diary after a meeting with Jiang Zemin on October 26, 1997:

“I went to bed thinking that China would be forced by the imperatives of modern
society to become more open, and that in the new century it was more likely that our
nations would be partners than adversaries.”*%

501 (Lieberthal, 2014)
502 (Shirk, 2014)
503(Clinton 2004, p. 768)
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In fairness, many officials were fully aware that comprehensive engagement would not
guarantee China’s evolution into a responsible stakeholder...much less a liberal democracy.
However, they believed this approach would dramatically increase that possibility, while
containing and ostracizing China was seen as guaranteeing its development as a revisionist
power. Perhaps Secretary of State Madeleine Albright best captured the nuance of this
neoliberal belief in her memaoirs:

“There is no automatic connection between trade and democracy, but people can’t help
being shaped by their own experiences and observations. The millions of Chinese
young people who are now learning to think for themselves economically will almost
certainly be more likely than their parents to think for themselves

politically...Knowledge, once it begins to be disseminated freely, is hard to fence back
in, 504

Thus, we see that undergirding policymakers’ CBA framework were a powerful set of
neoliberal causal beliefs. These beliefs instructed policymakers what strategies would be most
likely to achieve their objectives. This makes the consideration of these neoliberal beliefs
necessary to understanding policymakers’ ultimate preference for engagement, and hence
elevates these beliefs to a causal factor. However, if these beliefs were completely
determinative, then the Clinton administration should have pursued engagement with every
country, with no consideration for how the effects of engagement might vary from one country
to the next. Of course, this was not the case. Instead, the applicability of these beliefs to
relations with any given state was assessed in light of that state’s prior behavior. Therefore,
because these beliefs were fundamentally about cause and effect relationships, and because
their application was based on a deliberate process, their inclusion does not undermine the

fundamental rationalist footing of this argument.

S04(Albright 2003, p. 430)
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The Futility of Unilateral Containment:

It is true that America’s allies would not have joined in containing China, and that this
would have dramatically reduced the actual effectiveness of any containment strategy. As one
senior official recalled, “This was not apartheid in South Africa where we weren't alone. We
would have been the only country to try and isolate China. That's not a policy. That's fiction.”>®
However, America could still have pursued unilateral containment. While this would not have
been nearly as effective as a multilateral containment regime, limiting China’s access to the
American market would have had a substantial impact on China’s export-led growth model.>%
Furthermore, limiting interdependence would have minimized America’s exposure to China,
and consequently minimized its vulnerabilities in the event of a conflict.>%

However, the most important point is that, as many of the numerous other quotes
indicate, the vast majority of American officials had no desire to pursue containment in the
first place. For the lack of allied support and the relative ineffectiveness of unilateral
containment to be a causal factor, officials would need to have wanted to pursue containment,
and only abandoned this strategy once it was clear that America’s allies would not support the
effort. However, American officials viewed engagement as the more prudent approach for
America’s economic and strategic interests independent of their allies’ unwillingness to join a
containment regime. Thus, the absence of allied support and the relative ineffectiveness of
unilateral containment were most certainly powerful reinforcing factors, but they were not
causal factors because they were not necessary to understanding American policymakers’

initial preference for engagement.

505 Senior Clinton official
506 (Dollar, 2014)
507 (Keith, 2014)
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Corporate Capture:

It is certainly true that many powerful corporations favored comprehensive engagement
with China, and fought against trade restrictions. Robert Kapp, who was President of the U.S.-
China Business Council, was at the center of organizing corporate lobbying efforts surrounding
MFEN, PNTR, and other trade policies relating to China. As he recalls, the main effort was
rarely in lobbying the executive branch, which almost always came down on the side of
increasing trade and engagement.>% Instead, the main effort was focused on lobbying Congress
to support the President’s agenda.

For corporate capture to be a causal effect, one would need to demonstrate that the
administration’s security officials wanted to pursue containment, but were prevented from
doing so because the administration’s political advisers feared this would anger corporate
leaders. In reality, security officials overwhelmingly endorsed the engagement strategy
independent of corporate preferences.>® In fact, in the few instances that anyone was arguing
for a more moderated form of engagement, it was the political advisers who feared the
President’s preferred strategy of comprehensive engagement would anger human rights and
labor interests within their own party.>° Thus, corporate interests were powerful facilitating
factors in securing Congressional approval for the President’s desired strategy of
comprehensive engagement, but these were not causal factors because they do not explain the

administration’s initial preference for engagement.

Path Dependency:

508 The lobbying of satellite launch firms, like the Loral Corporation, are the notable exception that proves the
rule.

509 (Berger, 2015; Lieberthal, 2014; Rosen, 2015; Shirk, 2014)
510 (Berger, 2015; Podesta, 2014; Senior Clinton official)
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By 1993 both allied governments and American corporations had lost whatever meager
appetite for containment that they might have possessed in the immediate aftermath of
Tiananmen. James Mann points out that in 1993, China experienced the single largest rise in
foreign investment from any other year, with 83,437 new contracts signed with China for a
total of $111 billion.!! China was the hottest place on the international market and it was
emerging as the third largest economy in the world.>'? With corporations all over the world
looking to invest in China, the Chinese correctly wagered that Clinton would be unwilling to
sit idly by as foreign competitors gobbled up market share that otherwise might have gone to
American companies.

According to Mann, the irony is that Bush was unwilling to apply economic pressure
when it might have actually worked. Clinton was willing to apply the pressure, but by the time
he arrived in office, it was too late.>'® Nicholas Lardy’s findings support this assessment,
showing that between 1991-1993 China’s GNP grew by 60%; foreign trade rose by 44%;
World Bank lending doubled; and overall FDI climbed 450%.5* Stapleton Roy, America’s
ambassador to Beijing at the time, recalls:

“Beginning in the Spring of 1993, my calendar filled up with appointments from
visiting CEOs of American companies. All of them saw what was going on and wanted
to take advantage of it. It was a noticeable, massive uptick in corporate interest.”®*®

In this sense, path dependency appears to be at least a strong reinforcing factor. At the
same time, however, Clinton had campaigned on “getting tough with China.” This tougher
approach also resonated with Congress and the American public—particularly among

constituencies important to the Democrats. Furthermore, Clinton initially followed through on

511 (Mann 1999, p. 284)

512 (Greenhouse 1993, p. 1; Mann 1999, p. 285; Rohwer 1992)
513 (Mann 1999, p. 285)

514 (Lardy 1994, p. 31; Suettinger 2004, p. 145)

515 (Roy, 2014)
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his campaign promises and did impose conditions on China’s MFN. Abandoning this approach
without any concessions from the Chinese would be a blow to the President’s domestic and
international image. Thus, in this sense, one could argue that path dependency was actually
working against unconditional engagement. Once Clinton had committed to the conditional
path, it was politically difficult to reverse course.

Ultimately, it is uncertain whether path dependency was a negative factor (difficult to
reverse course from positions taken on the campaign and in the first year), a reinforcing factor
(difficult to halt engagement after the Bush administration had remained committed to
engagement through Tiananmen), or not a factor (because the previous two effects canceled
each other out). The one thing that is clear is that it was not the main causal factor, because
there was no underlying desire to pursue containment in the first place. Thus, path dependency
IS not necessary to explain why Clinton and his team ultimately came to be such fervent

supporters of comprehensive and unconditional engagement.

Policymaker Miscalculation:

If the administration had known how fast China would grow in the 2000s, would they
still have supported getting China into the WTO and granting it PNTR? As an influential
economist in the later years of the Clinton White House, Daniel Rosen is well positioned
to attest to the administration’s thinking on this matter. He assumes that “most
Americans—including those he worked with in the administration—would not have
expected China to maintain the growth it did until recently.”516 However, when asked if
this knowledge would have changed the administration’s approach, Rosen (and others)

were skeptical:

516 (Rosen, 2015)
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“If we had anticipated China’s growth trajectory, we would have came to the same
conclusion that American interests were better served by a China in 2025 that’s as big
as the US, but is a market economy and hence has to have a political system that is
concordant with a market economy as opposed to a China that’s half the size of the US
but is a command and control economy with a totalitarian, authoritarian system that
blames America for keeping it half the size of what it should be, and is still a nation of
1.6 billion people capable of stealing our nuclear weapon technologies and all that
stuff...Sure, there were hardcore realists who did, a la Mearsheimer, believe that, ‘yeah
we should do everything we can to throw tacks in their way to make it more difficult
for them’...But I just don’t think anybody (in the administration) was in the mood to
believe that was the right path for the US to take.”®’

Robert Rubin, who served as the head of the National Economic Council and later the
Secretary of the Treasury, also shared this perspective:

“Of course we were surprised at the rate of growth. No one would expect any country
to maintain double-digit growth rates for fourteen years. However, if | had known that,
it wouldn’t have changed my thinking at all. In fact, it would have highlighted the
importance of getting China into the WTO and granting it PNTR.”%18

Security officials within the administration also shared the view that China’s growth—
far from being a threat to the U.S.—was actually in America’s strategic interests. James Keith
was the point person on the National Security Council for China, and the individual driving
the NSC’s efforts to secure Congressional approval of PNTR. Here is how he described the
administration’s perspective:

“I think it was explicit on the part of the administration that we wanted to use China’s

WTO accession to empower reformers in China to make the tough changes necessary

to continue moving their economy forward in the 21 Century. We weren’t indifferent

and certainly not opposed to China’s growth—we wanted to facilitate it.”>*

In hindsight, how do administration officials view this calculus? Sandy Berger argues
that, “you can't prove the counterfactual of what would have happened if we hadn't gotten
China into the WTO, and instead decided to have a more robust anti-China policy.”>?

Nonetheless, he maintains:

“The fact is that our economic relationship has grown and developed over the years
and become hugely interconnected. I think those are all positives, and I don’t think

517 (Rosen, 2015)
518 (Rubin, 2014)
519 (Keith, 2014)

520 (Berger, 2015)
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they would have happened to the same degree if we had tried to keep China out of the
WTO or adopted a more anti-China policy.”%%

Even those officials who did acknowledge that the administration might have oversold
the liberalizing effect that increased interdependence would produce still maintained that to
the extent Beijing has pursued practices in recent years that have angered and concerned
American policymakers, “China would have pursued similar or worse practices even earlier if
we had locked them out of the WTO.”%?2

Thus, the “mistake” argument is either not a factor (knowing that China would violate
certain norms of the liberal order would not have detracted from the administration’s desire to
pursue a strategy of comprehensive engagement), or it is actually a negative factor (knowing
how quickly China would rise would only have increased—not decreased—the

administration’s commitment to comprehensive engagement).

Summary:

Table 6.2 summarizes the findings of the above analysis.

Table 6.2

521 (Berger, 2015)

522 Senior Clinton official
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Assessing Explanations for Clinton’s Engagement Consensus

Reason Type of Factor
Cost-Benefit Analysis Causal Factor
Neoliberal Beliefs Causal Factor
Futility of Unilateral Containment Reinforcing Factor
Corporate Capture Facilitating Factor
Path Dependency Uncertain Effect
Policymaker Miscalculation Not a Factor or a Negative Factor

Implications for H1-4 and C1-2:

The following paragraphs assess whether this case study supports or rejects the four
hypotheses and two corollaries laid out in this thesis. In the above analysis, policymakers’
CBA and the neoliberal causal beliefs undergirding this CBA were the only necessary factors
in explaining the Clinton administration’s overwhelming support for comprehensive
engagement. This strongly affirms both Hypothesis #1 and Hypothesis #2. Clinton officials
were definitely bringing a powerful set of neoliberal causal beliefs to their CBA, but because
these beliefs were fundamentally a way of understanding the causal effects of engagement and
containment, their inclusion does not undermine the rationalist footing of this thesis. These
causal beliefs also were not so deterministic that Clinton and his team pursued engagement

with every state. Instead, as Hypothesis #3 expects, they relied on these neoliberal beliefs to
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guide their CBA with most—but not all—states. In particular, Clinton administration officials
did not apply these beliefs in relations with states they considered aggressively revisionist. For
these states, they did pursue containment.

The Clinton administration’s China policy also provides strong support for Hypotheses
#4 that the decision to apply or not apply these neoliberal beliefs is contingent on the target
state’s behavior—not its relative size or growth. Clinton and his team initially believed that
placing conditions on engagement would be an effective way of leveraging Beijing to expedite
economic and political reform. However, Beijing’s response to this initial approach revealed
that they would not, in fact, bend under this pressure. As a result of this response—not some
dramatic change in the distribution of power that occurred between 1993 and 1994—the
administration revised its assumptions to reflect more traditional neoliberal beliefs. These
causal beliefs held that pursuing broad and comprehensive engagement—even if it meant
abandoning conditions—was the optimal strategy, because engagement would 1) benefit the
American economy, 2) provide incentives for China to moderate its foreign policy in the short-
term, 3) create the conditions for long-term reform and liberalization within China, and
consequently 4) minimize the chances of conflict.

For the remaining seven years of Clinton’s term, his administration consistently
supported comprehensive engagement with China. The only time this engagement strategy
came into question was during the Taiwan Straits crisis. While China’s behavior in the crisis
did not ultimately dislodge these neoliberal beliefs or the engagement consensus they
supported, Beijing’s aggression did motivate the most extensive internal review of the
administration’s strategy. Beijing’s blustering also encouraged Washington and its partners to
renew security partnerships as an insurance policy to hedge their economic bets on

engagement. Thus, in accordance with Hypothesis #4, the revising of the administration’s
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causal beliefs in 1994 and their subsequent re-examination in 1996 were both motivated by
China’s behavior—not major swings in the distribution of capabilities.

As for the corollaries, President Clinton came to Washington reticent to fight Congress
over China policy and promising to get tough with the “butchers of Beijing” by placing
conditions on engagement. However, he left office waging “the penultimate trade battle™>*
with Congress over granting China PNTR; and hailing as “strategic partners” those he had
once denigrated as “butchers”. Perhaps Secretary of State Madeleine Albright summarized this

transformation best:

“During his 1992 presidential campaign, candidate Bill Clinton criticized the senior
Bush administration for being soft on China’s leadership. Once in office, initiating his
own policy of ‘constructive engagement’ with Beijing, he found himself exposed to
the same criticism. For any U.S. administration, China is in its own category—too big
to ignore, too repressive to embrace, difficult to influence, and very, very proud.”%%

The fact that Clinton and his team went from strongly supporting conditional
engagement to fully backing a revised strategy of comprehensive engagement during their first
year in office helps support Corollary #1 that regardless of their campaign rhetoric, presidents
quickly adopt a pro-engagement strategy towards China once in the White House.

The fact that, despite considerable congressional opposition, Clinton and his team
succeeded every year in securing China’s annual MFN status and ultimately succeeded in
extending China PNTR status also affirms Corollary #2 that the president is ultimately
dominant when it comes to determining America’s China policy. Domestic politics might
affect the timing or other minor aspects of that strategy, but eventually the president prevails.

These results are captured below in Table 6.3.

Table 6.3

523 (Kapp, 2014)
524 (Albright 2003, p. 430)
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Performance of Hypotheses for Clinton Administration

Hypothesis #1 Affirmed
Hypothesis #2 Affirmed
Hypothesis #3 Affirmed
Hypothesis #4 Affirmed
Corollary #1 Affirmed
Corollary #2 Affirmed
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Chapter 7 George W. Bush

A Steady Rise in Interdependence and Engagement

Executive Summary: This Chapter evaluates the applicability of my four hypotheses and two
corollaries to the George W. Bush administration. It finds that the administration consistently
supported a strategy of comprehensive engagement with China. This preference rested on a
rational cost-benefit analysis (CBA) that evaluated the short and long-term costs and benefits
of both engagement and containment (H1). This CBA did rely on a powerful set of neoliberal
causal beliefs about the transformative and pacifying effects of engagement (H2). However,
the administration did not apply these beliefs to relations with all states, which makes this a
predominantly rational—as opposed to ideological—explanation (H3). Consistent with a
behavior-centric model, the EP-3 crisis caused the administration to evaluate its strategy
towards China early in its tenure (H4). However, those proponents of a more conciliatory
response to the crisis prevailed over those preferring more hard line actions. From that point
forward, the administration never wavered in its support for comprehensive engagement.
Candidate Bush had initially indicated his desire to take a more adversarial approach to China,
but as (C1) anticipates, this quickly dissipated and gave way to a preference for deep and
comprehensive engagement. Like his father and President Clinton, President Bush also
prevailed over domestic critics of this comprehensive engagement approach (C2).

Introduction:

Of all four administrations covered in this study, the George W. Bush administration
presided over the most stable period in US-China relations. Indeed, Dong Wang aptly refers to
the Bush administration’s tenure as, “An Upward Spiral.”®% Ironically, though, just as Clinton
had criticized Bush 41 for being too soft on Beijing in the 1992 campaign, Bush 43 invoked
the same criticisms of Clinton during the 2000 campaign. The focus of Bush’s critique was
tilted more toward military and security issues and less towards labor, environmental, and
human rights issues. Nevertheless, the ultimate narrative was the same—he would drive a

tougher bargain with Beijing than his predecessor. In particular, while Clinton preferred to

525 (Wang 2013, p. 288)
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refer to China as a “strategic partner,” Bush labeled China a “strategic competitor.”>%® After
the election, “Bush deliberately excluded Jiang from the list of leaders to whom he placed
courtesy calls after his inauguration.”®?” A huge slight to Jiang, this brusque dismissal sent
signals that perhaps Bush was going to make good on his promise to take a tougher stance with
Beijing.

Several of the President’s senior advisers also worried about China’s military rise.
Chief among those was Bush’s Secretary of Defense, Donald Rumsfeld. In his autobiography,
Rumsfeld deals with China and Russia in a chapter titled, “Bears in the Woods.”*?® This title
draws an unmistakable link to the successful TV commercial that Ronald Reagan ran in 1984
about the Soviet Union being a “bear in the woods.” In this chapter, Rumsfeld remembers that
“upon arriving at the Pentagon...I was particularly focused on relations with two of America’s
former rivals—a resurgent Russian and a strengthening China.”*?® Rumsfeld then goes one
step further:

“If Russia loomed large in early discussions in the Bush administration, the rise of the
PRC and its implications for American strategy in Asia was perhaps an even greater
and more delicate issue.”®*

However, President Bush had another group of senior advisers who were not nearly so
hawkish. Secretary of State Colin Powell was arguably the most prominent member of this
more optimistic crowd. During his Senate confirmation hearing, Powell said of China:

“Strategic partner China is not, but neither is China our inevitable and implacable foe.
China is a competitor, a potential regional rival, but it is also a trading partner willing
to cooperate in areas where our strategic interests overlap...China is not an enemy,
and our challenge is to keep it that way.”3!

526 (Bachman 2001; Garrison 2005, p. 165)
527 (Cohen 2010, p. 266-267)

528 (Morgado, 2006)

52% (Rumsfeld 2012, p. 305)
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222



Chapter 7

Powell’s more nuanced point gets at the heart of the decision before the administration.
There was no disagreement about China’s military rise—everyone found it concerning.
Likewise, there was no disagreement about China’s human rights record—everyone found it
repulsive. The debate was what to do about it? One option would have been containment.
However, even the strongest hawks, like Donald Rumsfeld, didn’t call for this option. As
Rumsfeld writes:

“President Bush felt that we had an opportunity to work with China’s leaders to try to
help shape their country’s future by demonstrating firmness, candor, and cooperation.
I agreed with that approach.”5%?

Once again, there was little disagreement about the importance of “shaping” China’s
behavior. The disagreement was on the relative degrees of “firmness, candor, and cooperation”
that should be used in this shaping effort. No doubt, Powell, Rice, Snow, Evans, Zoellick, and
many of the President’s other more “moderate” advisers favored a heavier emphasis on the
“cooperation” aspects, while Rumsfeld and Vice President Cheney thought it more important
to emphasize the “firmness” pieces. And of Rumsfeld’s three words, the one that probably
most aptly described the President’s priority was “candor.” Because of his “straight talk”
approach, it might have appeared during the campaign that Bush would lean more toward the
“firmness” camp.>*® However, the first real test for the President came when a Chinese fighter
jet collided with an American naval spy plane in the South China Sea in 2001, causing the
American crew to make an emergency landing on Chinese soil. In responding, Bush favored
the cooperation camp, and from that moment forward, his support for this camp never wavered.
Cohen summarizes the crisis by saying that Bush “had learned a valuable lesson: China was

too strong and too important to American business interests to be ignored, and too proud to be
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dictated to by the American superpower.”*** Reflecting both his support for engagement and
his preference for candor, Bush writes:

“My policy (toward China) was to engage the Chinese in areas where we agreed, and
use this cooperation to build the trust and credibility we needed to speak plainly about
our differences.”%

As the subsequent historical analysis will show, there was no support—even from the
hawks—for containment. Indeed, Secretary Rice recalls that, “at the Cabinet level I don’t
remember a single conflict concerning economic policy toward China that required the
intervention of the President.”*® As evidence, | interviewed two senior officials that outside
observers have often labeled as leading hawks within the administration—Deputy Secretary of
Defense Paul Wolfowitz and Undersecretary of Defense for Policy Douglas Feith. Both men
confirmed that while they placed a priority on maintaining the alliance networks and defense
capabilities necessary to counter and deter any aggressive moves from China, they still fully
supported broad-based economic engagement. Feith said he believed that while we needed to
show resolve on the military front:

“We also needed to talk to and engage with the Chinese to avoid any
misunderstandings. Trading with China and developing strong economic ties would
also demonstrate to Beijing the value of engaging in the existing international order
and complying with international norms.”*’

Wolfowitz went even further, saying that not only should the U.S. engage China
economically, but that American leaders should celebrate China’s growth because:
“A weak China isn’t in our interest. It just introduces too much uncertainty and too

much potential for conflict because...you can’t really rule out that if China were to
start to come unglued that it would be a rather violent ungluing.”5%®
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These statements demonstrate that even those who were most skeptical about China’s
rise still held fast to a set of strong neoliberal causal beliefs about the positive effects of
engagement. In fact, CIA Director, General Mike Hayden, recalls: “We worried as much about
Chinese failure as Chinese success, worried as much about Chinese weakness as we did
Chinese strength.”°

Many scholars have argued that this pro-engagement strategy represents a major shift
in the Bush administration’s thinking with respect to China. In fact, Jean Garrison titled her
chapter on Bush’s relations with China, “From Strategic Competitor to Uneasy Ally.”>*
However, while Bush’s thoughts on how to approach security relations with Beijing might
have evolved from a more competitive to a more cooperative perspective, Bush was fully
committed to a strategy of deep and comprehensive economic engagement from the very
beginning.>*! His capstone foreign policy speech during the 2000 campaign at the Reagan
Library demonstrates this initial commitment to pursuing deep economic interdependence. In
the speech, he harshly criticized China’s human rights practices and its military buildup. As a
result, scholars frequently point to this speech as evidence of Bush’s initial hawkish
inclinations. However, when he turned to the economic aspects of relations with Beijing, he

unequivocally endorsed comprehensive engagement:

“I view free trade as an important ally in what Ronald Reagan called ‘a forward
strategy for freedom.” The case for trade is not just monetary, but moral. Economic
freedom creates habits of liberty. And habits of liberty create expectations of
democracy. There are no guarantees, but there are good examples...Trade freely with
China, and time is on our side...”>*

While Bush acknowledges, “there are no guarantees” that this strategy will work, he

and his advisers were confident that this was the best option. Thus, while Bush and his team

5% (Hayden, 2014)

540 (Garrison 2005, p. 165)
541 (Green, 2014; Rice, 2015)
542 (G, Bush, 1999)

225



Chapter 7

might have minimized the “firmness” aspects of their security relations with China over time,
their commitment to full “cooperation” in the economic arena was present from the very
beginning; and this commitment traces back to a strong set of neoliberal causal beliefs about
the connection between the expansion of trade and interdependence on one hand and liberalism

and peace on the other.

What would a relative gains policy have looked like?

As in the previous two empirical chapters, | apply the general outlines of containment,
conditional engagement, and comprehensive engagement to the specific issues facing the
George W. Bush administration. Before conducting this analysis, though, it is important to note
that the specific outlines of what a containment policy would have actually looked like for the
Bush administration are harder to define for Bush than they are for his predecessors. First,
Bush faced fewer major crises and critical junctures in relations with Beijing than his two
predecessors had encountered. Second, the loud clamor of anti-China rhetoric from Capitol
Hill was relatively more muted during the Bush administration. This was partly because the
administration’s primary attention (and that of its critics) was focused on Middle East policy.
It is also because the memories of Tiananmen were fading, and China’s economic growth was
changing the narrative from lamenting human rights abuses to celebrating Beijing’s economic
“miracle”. Third, once China entered the WTO and received PNTR, it became less clear how
and under what pretense the U.S. would actually pursue economic containment.>*

Nevertheless, the basic outlines of a containment policy in the George W. Bush
administration would have looked something like the following. Instead of trying to resolve
the EP-3 crisis quickly, the administration would have used it to justify taking a more

uncompromising stance in certifying Beijing’s WTO accession, potentially even using areas
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of non-compliance to completely derail China’s accession.>** The administration would have
avoided institutionalizing senior dialogues, like the SED, and during the financial crisis, they
would have resorted to protectionism. Examples might have included pushing Congress to
label China a currency manipulator, raising tariffs and tightening quotas on Chinese imports,
or limiting China’s ability to purchase U.S. Treasuries. Certainly, the administration would
have tried to avoid elevating China’s influence in institutions like the FSB and G-20. As far as
Taiwan is concerned, the administration would have been uncompromising in its support for
Taiwan, even to the point of backing Taiwan’s bid for independence. In fact, a true
Machiavellian might have tried to lure China into attacking Taiwan to rally international
support for containment.

Under a strategy of conditional engagement, the administration would have been more
reticent to issue an apology after the EP-3 incident. In fact, they would likely have demanded
one from China. The administration would have made the larger political and economic
relationship contingent on reaching an agreement on China’s flight intercept policies, as well.
Furthermore, the administration would only have certified China’s WTO accession packet
once it was in full compliance with the terms of the bilateral agreement. The administration
would have supported institutionalizing senior dialogues, like the SED, but only to the extent
that the Chinese met specific preconditions. Within these dialogues, the administration would
not have shied away from issues like currency manipulation and human rights simply because
they felt the Chinese would prove intransigent.

Under a strategy of comprehensive engagement, the administration would have tried to
resolve the EP-3 crisis as quickly as possible, and would have continued to support China’s
WTO accession, even if Beijing were still not fully compliant with all terms of the bilateral

agreement. The administration would have sought to institutionalize a senior dialogue that
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focused primarily on issues where there was sufficient common ground for compromise.
During the financial crisis, the administration would have pushed for enhancing bilateral
cooperation, as well as elevating China’s role in institutions like the FSB and G-20 in the hopes
that this would encourage China to assume the duties of a “responsible stakeholder.” With this

framework, we now turn to the administration’s actual record.

Historical Record:

The EP-3 Crisis: An Early Test of the Administration’s Strategy

The first major foreign policy crisis of the George W. Bush administration came on
April 1, 2001 when a Chinese F-8 fighter jet collided with an American Naval EP-3
surveillance plane seventy miles off the coast of Hainan Island.>* The Chinese fighter made
three close passes of the American plane, and clipped the wing of the EP-3 on the third pass.
The Chinese pilot was killed in the crash, and the EP-3 severely crippled. However, the
American pilot managed to regain control and make an emergency landing at Jingshui naval
airfield on Hainan Island.

The immediate concern of American commanders was with the condition of the
crewmembers and treatment of the aircraft. The Chinese, however, refused to discuss either
until the U.S. issued a formal apology, accepting blame for the collision. U.S. commanders felt
that the Chinese version of the story—that the U.S. aircraft had made an aggressive move
against the Chinese fighter—was incorrect.>*® Therefore, they refused to issue any formal

apology without further information from the American crew regarding the facts of the incident
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and the nature of their current condition.>*” Media coverage in both countries incited public
anger and threatened to send relations careening down the road to further confrontation.

On April 3, America’s Defense Attaché in Beijing, General Neal Sealock, was finally
granted access to the crew and reported their condition and treatment were both good. At this
point, control over the negotiations was turned over to the State Department.®* The State
Department’s charge over negotiations stemmed in part from the simple fact that the
Department of Defense was even more understaffed than the State Department at the time.>*°
It was also partly because Ambassador Prueher, who had commanded America’s Pacific forces
as an Admiral, held legitimacy in DOD. Finally (and perhaps most importantly), the President
favored the State Department’s more conciliatory plan to resolve the crisis quickly.>>°

Ultimately, the Chinese released the captured crew to the U.S. on April 13, shortly after
receiving Ambassador Prueher’s letter of apology on April 11. In the letter, Prueher did not
acknowledge fault for the incident. However, he did convey that:

“Both President Bush and Secretary of State Powell have expressed their sincere regret
over your missing pilot and aircraft. Please convey to the Chinese people and to the
family of the pilot Wang Wei that we are very sorry for their loss.”**

Because President Bush refused to exploit public anger over the crash, the
administration managed to quickly resolve what could have easily developed into a much
larger and more prolonged crisis. However, the administration’s “soft” handling of the crisis
angered many on the outside. As Daalder and Lindsay describe, “Bush’s pragmatic approach
in dealing with China may have staved off a confrontation with the Middle Kingdom.

However, it angered conservative commentators.”>>? For example, The Weekly Standard called
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the apology “a national humiliation” that demonstrated “weakness and fear: fear of the
political, strategic, and economic consequences of meeting a Chinese challenge.”>

While such views were common among media commentators, few sympathizers of
anything resembling containment could be found within the administration’ senior leadership.
Secretary of Defense Donald Rumsfeld’s own account of the crisis attests to this fact.
According to all accounts—including his—Secretary Rumsfeld was the most hawkish of the
President’s senior advisers regarding the appropriate response to the EP-3 crisis. Rumsfeld

recalls:

“On the morning of April 2, 2001, a day after the capture of the American crew, Bush
called Powell, Rice, and me into the Oval Office. The President asked each of us for
our views. Powell and Rice appeared to favor a U.S. apology. Powell told us that State
Department officials favored a suspension of the routine U.S. reconnaissance
flights...Powell added that Admiral Dennis Blair, the combatant commander of the
U.S. Pacific Command, supported the recommendation.”*

Here Rumsfeld acknowledges that the consensus of the administration (including the
Secretary of State, National Security Advisor, Ambassador, and even the military commander
in the Pacific) favored a conciliatory approach designed to de-escalate the situation as soon as
possible. Rumsfeld goes on to surmise that this consensus “reflected the natural inclination to
move quickly to bring the unfortunate incident to an end, even if America had to humble itself
to get the crew back as rapidly as possible.”>>® However, he also points out, “American
companies were investing many billions of dollars in China; so there were significant economic
interests in maintaining good relations with the PRC by offering an apology and moving on.””>>®
Despite all of these reasons, Rumsfeld says that he opposed this “overly conciliatory”

approach.
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For his part, Deputy Secretary of State Richard Armitage confirmed Rumsfeld’s point
that the majority of the administration’s senior leadership felt that the goal was to return the
sailors, de-escalate the situation, and move forward with minimal damage to the relationship.
With his characteristic candor, Armitage described the disagreement between the State and
Defense Departments by simply saying:

“They [Rumsfeld and Wolfowitz] wanted to be real tough on China, and our view was,

‘you know, boys will be boys, shit happens. They lost a pilot. We didn’t lose anyone.

We are going to have a relationship with them, so let’s move on with it.”®’

However, unlike the majority of the administration, Rumsfeld felt this approach of just
“moving on with it” was too costly in the long-run, because:

“Capitulating to their [Beijing’s] threats and feigned outrage could embolden China’s

military and political leaders to commit still more provocative acts. | did not believe

America would benefit from being seen as a weak supplicant. Moreover, | thought that

there should be some kind of clear penalty for China’s dangerous behavior.”%®

Nevertheless, what Rumsfeld ultimately recommended as a more hardline alternative
still fell far short of actual containment:

“T recommended that we suspend temporarily our military-to-military relations with

the PRC. I strongly favored these military exchanges in general, but the PRC had been

using them as intelligence-gathering mission, and had been denying us truly reciprocal

visits of equal value...this seemed to be an opportunity to impose a cost on them to

later renegotiate a more balanced exchanges.”**

President Bush agreed to the temporary cessation of military contact, but he sided with
the rest of his foreign policy team in his overall handling of the crisis. Against Rumsfeld’s
wishes, he empowered Ambassador Prueher to proceed with the letter of apology and to take
all other means necessary to secure the release of U.S. military personnel and the quick
resolution of the crisis. By his own admission, Rumsfeld was the lone voice against the

conciliatory response to Beijing after the crisis.®® In fact, General Sealock, who was the
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Defense Attaché in Beijing at the time, recalls that outside of concerns over the crew’s safety,
“our biggest fear was a resurgence by Congress of economic sanctions.”*®! This concern is the
opposite of what we would expect from an administration that had even an inkling of a desire
to pursue containment. However, from the perspective of an administration committed to a
strategy of comprehensive engagement, the concern was not without cause because “on April
4, days after the collision, Congress introduced a bill to try to revoke normal trade relations
with China.”*®? However, far from getting on board with this effort, Sealock said:

“No one in the administration was attempting to use this as an excuse to impose
sanctions or other means of economic containment on China. Quite the contrary, the
primary effort of the administration—the military included—was to prevent the
Congress from pushing any type of shortsighted containment or punitive measures.”%

Furthermore, as both Sealock and Rumsfeld’s comments confirm, even the Defense
Department’s more “hardline” proposals came nowhere near proposing any form of economic
containment. While Rumsfeld and many in the administration were concerned about China’s
military developments, there were no concerns on the economic front. In fact, Armitage
dismissed Rumsfeld’s attempt to “play hardball” as little more than “a lot of bluster.”%%*

Thus, as his father had done in Tiananmen and as Clinton had done in the Taiwan Straits
Crisis, Bush did his best to shepherd the relationship through the crisis with as little long-term
damage as possible. Trying to capitalize on the crisis to provide pretense for a policy of
containment could not have been more opposite from the administration’s response.

The administration’s actions, therefore, reflect the expectations of my Hypothesis 4.

The EP-3 crisis was not an instance of Beijing using or threatening to use force to grab territory,

and it certainly had nothing to do with terrorism. However, Beijing’s provocative flight
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intercept practices were nonetheless seen as an overly aggressive strategy. Consequently, while
this crisis was not the result of an intentional decision from the leadership in Beijing, their
approval of these close-encounter intercepts did set the conditions for this kind of accident.
Therefore, it is not surprising that the ultimate manifestation of this conflict sparked a major
debate within the administration, pitting Rumsfeld and Cheney on one side, and Rice, Powell,
and Prueher on the other. It is important to note, though, that even the “hawks” were not calling
for containment in this instance—only for more robust investments in military hedging.
Regardless, the President ultimately sided with his more moderate advisers, which is
compatible with our theory. Again I do not predict that any given action by a rising state will
inevitably result in the abandonment of engagement; only that certain behaviors will cause
policymakers to re-assess the merits of engagement and the applicability of their baseline

neoliberal beliefs in that particular case.

Completing China’s WTO Accession:

If Bush or his team had wanted to capitalize on the EP-3 crisis to shift to a strategy of
containment, the most logical way to do this would have been to use it as pretense to stall or
de-rail final certification for China’s accession to the WTO, which was scheduled to be
completed by the end of 2001.56° However, in not a single interview, memoir, or secondary
source was there any evidence that such a strategy was even conceptualized—much less
seriously considered. In fact, far from attempting to complicate or delay China’s ultimate
accession, the Bush administration officials were actually anxious to expedite this process,
believing that it would have a positive impact for both global and domestic economic growth.

Bush himself states in his memoirs that, “One of my first decisions (as President) was to
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continue President Clinton’s support for China’s entry into the WTO.”*® Long-time scholar
of U.S.-China relations, William Cohen, remembers that Bush supported accession
wholeheartedly, “even though the U.S. Trade Representative (Robert Zoellick) warned that he
did not expect China to honor all the commitments it made to gain entry into the WTQ.”®

Why was the administration so anxious to complete China’s WTO accession, especially
if they doubted that China would actually adhere to all aspects of their accession agreement?
The answer is pretty straightforward—because they took a decidedly positive sum view of the
relationship, viewing China’s economic growth as good for not only the American economy,
but also for America’s broader security interests.>®® Secretary of State Colin Powell made this
point in a meeting with American business leaders in Shanghai during the lead-up to
completing China’s accession, saying:

“It [the rapid economic growth in China] benefits all of us, and it has to be pursued
and continued in every possible way to make sure that the wealth we see in
Shanghai...is expanded throughout the [Chinese] society...I am one of those who
firmly believe the more they [the Chinese people] see of it [free markets and
international trade], the more they will gain an appreciation for the rule of law and
fundamental human rights for all citizens, and they will be encouraged to continue
moving in that direction [towards greater liberalization].”%°

This statement once again highlights that the Bush administration was not just
indifferent to China’s growth, which is the threshold for absolute gains. They were actually
deeply committed to facilitating that growth. It also reveals that the justification for this
positive-sum approach was founded on officials’ overwhelming confidence in the
transformative effects of trade and engagement. In fact, Bush’s Secretary of Commerce and

long-time personal friend from Texas, Donald Evans, was visibly repulsed by the mere
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proposition that the President or the administration more generally would have even considered
trying to isolate or stifle China:
“The idea that we would want to keep China out of the WTO or stifle their economy
is absurd. | mean the idea of commerce and trade is that it allows you to establish
relationships with people, and then those relationships will lead to mutual
understanding...To me, commerce and trade is all about strengthening the diplomatic
relationships between people and between countries. So my goal was to do everything
I could to maximize the long-term growth potential of the global economy, and China
is obviously at the core of that. They're essential to that.”"

In fact, Bush’s Trade Representative, Susan Schwab, went so far as to describe an
attempt to keep China out of the WTO or otherwise restrict its growth as “immoral”:

“China wanted to come into the WTO to self-impose economic reforms that would

develop their economy and help their people. In doing so, they pulled hundreds of

millions of people out of abject poverty. It is immoral to think badly of that, or to think
‘you know we shouldn’t have let that happen.”"*

Even self-described “China skeptics” like Mike Green, who was the Senior Director
for Asia on the NSC, said that they wanted to bring China into the WTO and grow bilateral
trade for strategic reasons—as well as economic ones:

“We wanted to create an environment where China is guided into the types of behavior
and the patterns of growth that we want. The best way to do this is to bring them into
the liberal trading order and make them totally dependent on our markets, which WTO
accession ensured.”®"

Thus, while Green and other “China skeptics” might not have looked on China’s
economic growth with as much fanfare as some of their colleagues, they nonetheless believed
that trying to channel China’s rise was a far more prudent policy than trying to contain it...even
if the process of channeling China’s growth actually helped accelerate the speed of its ascent.
However, economic relations with China were not without disputes, and the Bush

administration raised its objections to various Chinese practices in bilateral and multilateral
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forums throughout its tenure. To this end, Donald Evans, who was one of the strongest
supporters of a positive-sum strategy, clarified:

“I'm a free market guy, and I don't like to impose tariffs. But there was some dumping
by the Chinese that disadvantaged our companies and our workers, and we couldn’t
tolerate that. We can’t let them unfairly take advantage of U.S. companies and U.S.
workers.”"

Similarly, Evans stated:

“On intellectual property you obviously have to be a little tougher. We're not going to
let you steal from us. That is not going to happen. You start stealing from us, and we
have actions we can take against you, and we did that.”®™

Evans’ statement is powerful for a couple of reasons. First, it points out what a strategy
of comprehensive engagement is not—a license for China (or any state) to violate international
trade agreements and standards in order to get what Secretary of State Condoleeza Rice called,
“an unfair advantage on the cheap.”®’® Second, while a positive sum view does not concern
itself with whether the other side is gaining more or less relative to oneself, it does take note if
the other side’s actions are adversely affecting one’s own economy in an absolute—not
relative—sense. Therefore, it is perfectly compatible with a strategy of comprehensive
engagement for Donald Evans, as Secretary of Commerce, to express an opposition to
intellectual property theft and illegal dumping activities. These are clear violations of
international agreements and norms and also directly impose significant damage (in an
absolute sense) on American companies and workers. As Peter Feaver, who was serving on
the National Security Council at the time, clarified: “We were definitely worried about China’s
lack of IP protection and corporate espionage. But this didn’t mean we worried about China’s
overall growth. It was about fairness...not relative gains.”576 Likewise, former U.S. Trade

Representative, Deputy Secretary of State, and World Bank President, Robert Zoellick said:
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“I believe the U.S. should not hesitate to press its economic interests when China is
stealing or violating international rules. At the same time, the U.S. should be honest
with itself when facing protectionist pressures stemming from problems we need to fix
at home. The U.S. can compete well if rules are fair, so the U.S. has an interest in
supporting a rules-based system.”>”’

Furthermore, Secretary Evans and numerous other officials with whom | spoke
emphasized that while their first priority in challenging China on these “mercantilist policies”
was to protect American companies and the American economy, they also believed that these
reforms would aid China’s own economy in the long-run. For example, Evans said:

“You can start with protection of intellectual property. | would tell my Chinese

counterparts, ‘people in your own country are beginning to create incredibly important

and transformative innovations. That's a value they created and that value should be

theirs. It shouldn't belong to somebody else. So intellectual property is not just about

protecting American companies, but protecting your own companies. Without that

protection, you will struggle to continue moving your economy forward into more
sophisticated markets and sectors.””*"®

Again, even China skeptics like Mike Green agreed with this assessment:

“Sure, the lack protection for intellectual property rights, unsustainable pollution
practices, corporate espionage, and the lack of liberalization and openness in state
owned enterprises were some of the aspects of the Chinese economy that were most
concerning to us. But they were also some of the issues we felt would be the most
likely to get China caught in the middle-income trap. And despite what some people
on the outside might think, this was not something we wanted to see happen.™®’®

Beyond hoping that these reforms would be a way of “helping the Chinese help
themselves”®% to put it in the words of Undersecretary of the Treasury for International
Affairs, David McCormick, the Bush administration also wanted to inculcate in Beijing the
norms and procedures of the liberal international order. Therefore, to the extent that the U.S.
opposed Chinese practices, they brought these challenges before the WTO to address them in

an institutionalized, multilateral context.®®! The Chinese, who place great importance on
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“saving face”, preferred to deal with such matters in bilateral, behind-the-scenes negotiations.
However, the Bush administration believed that to truly become a “responsible stakeholder,”
China needed to learn to operate within these institutional frameworks. As the U.S. Trade
Representative, Susan Schwab was the point-person in addressing these trade disputes. Here
is how she described her interaction with the Chinese regarding disputes and the importance
of using the WTO to resolve these disputes:

“I told my Chinese counterparts that, ‘if I believe you are not living by these
agreements (WTO accession and others), I will file a case with the WTO.” Your
response should be, ‘I believe I’'m living up to these agreements and I will see you in
court.” Don’t act as though I have personally affronted you. Act very businesslike, and
you should start taking cases against other countries, because other countries are going
to be doing things to you that are unfair. It took a couple of cases before the Chinese
got the concept, and but then they started acting more business-like about it.”%8?

Indeed, this is what happened. Before long, many countries—including many
developing countries—were filing suit against China in the WTO. As Schwab said, “Since
then, China has been hit by virtually every other member country, especially by other emerging
markets economies, so a lot of EME on EME violence.”*®® Again, this does not mean that all
of these countries were prioritizing relative gains. Their very willingness to participate in and
agree to the rules of the WTO means that they are willing to compete in accordance with a set
of rules that prohibit the very types of mercantilist and “beggar-thy-neighbor” policies that are
staples of a zero-sum, relative gains strategy. Thus, the mere presence of competition is not a
sign of relative gains. Instead, competition—indeed fierce competition—is one of the defining

characteristics of a competitive free market.

Strengthening Relations with the Strategic Economic Dialogue:
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In the second term, Bush and his team decided to further increase engagement at the
senior level, especially on economic issues. In particular, President Bush recalls that, “To
solidify our relationship, | asked Treasury Secretary Hank Paulson and Condi to create the
Strategic Economic Dialogue (SED).”°%* The SED became the centerpiece of US-China
economic relations during the later years of the Bush administration, and its ownership by the
Treasury Department had been one of Paulson’s main stipulations before accepting Bush’s
appointment as Secretary of the Treasury.*®® As the CEO of Goldman Sachs, Paulson had
visited China seventy-two times before going to work for the administration, and he felt
strongly about the importance of collaboration and cooperation between Beijing and
Washington.°8®

For her part, Secretary Rice reports that she fully welcomed Paulson’s initiation of the
SED, and did not see it as infringing on her “turf” at the State Department:

“It seemed to me that a separate channel for the thicket of economic issues was a good
idea. I was never a fan of linkage politics and didn’t really believe that threatening the
U.S.-China economic relationship in retaliation for differences in the security field or
on human rights would work. We needed to solve economic issues with China because
of their centrality to the health of our own economy and the global economy.”%®

This is a powerful statement from the head of the State Department, which traditionally
had been the biggest advocate of trying to leverage economic access in order to extract
concessions from China in the security and human rights arenas. In fact, far from viewing the
SED as a devious way to throw obstacles in Beijing’s path, many in the State Department
viewed the dialogue as a way to empower reformers to make the changes that would actually
boost China’s long-term economic health. Thomas Christensen was serving as the Deputy

Assistant Secretary of State for East Asia during the period. He recalls:
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“In the SED, we were encouraging the Chinese—among other things—to liberalize
their financial system, to develop a social safety net, and to increase open access of
information. This would benefit our economy, reduce the likelihood of the Chinese
becoming aggressive, and, if successful, also minimize the possibility of a loss of
central authority in China, which we viewed as the nightmare scenario. By this | mean
that we wanted China to continue growing, because this helped ensure stability within
China. The United States government is experienced in deterring a coherent great
power, but we are not prepared to deal with a broken down or erratic power. That
would be chaos and be very hard to manage.”%®

Once again, this quote demonstrates that American officials were actually trying to help
facilitate China’s growth by ensuring that it was occurring in a manner that was sustainable in
the long-term. This was because officials in both the State Department and Defense
Department recognized that regardless of whatever problems they might have with China, one
thing everyone could agree on was the overriding importance of the economic relationship.
Failure in this respect would not only hurt America’s economy, but could also increase the
likelihood of instability within China, and as Secretary Rice said, “the last thing we wanted to
see was China imploding from an economic crisis and dropping its constituent parts all over
Asia.”®®

Furthermore, just as the SED was not intended to serve as a Trojan horse, neither was
it intended to be “just for show.” Deputy Secretary of the Treasury, Robert Kimmitt,
emphasized that the purpose of the SED “was not to set up a discussion forum. We wanted to
produce results.”®% With that in mind, the administration wanted to stick to issues where they
could achieve progress, and avoid ones that would drag the entire process down into “endless
discussions.” For example, Kimmit said:

“If you started bringing into the SED the expansion of China’s blue water navy and
their relations to Pakistan, you would have a wonderful series of discussions that would
produce wonderful papers and no results.”%%

588 (Christensen, 2014)
58 (Rice, 2015)

590 (Kimmitt, 2014)

591 | bid

240



Chapter 7

Even among economic issues, Paulson and others wanted to avoid allowing implacable
problems to monopolize the dialogue. One of these issues that carried tremendous political
power in both China and the U.S. was the allegation that China was manipulating its currency
to give its exports an unfair advantage. Despite this being one of the perennial complaints from
Congress, Kimmitt remembers:

“We decided that we didn’t want currency to be the dominant issue of the SED

discussions. It had to be an important part of the discussion, but if it became simply a

debating forum for our currency differences, we didn’t think we’d then be able to

produce results that we believe are important.”>%

Instead, Kimmitt said that they chose to use “other channels for the currency
discussions,” including “APEC, the G-20, and other forums.”®® As proof that the Chinese
responded well to this less confrontational approach, Kimmitt points out that, “it was at the

APEC finance ministers meeting in Korea in September of 2005 that China first committed to

95594

a statement that talked about market valuation of currency, and “the Chinese currency

appreciated almost 20% on a trade-weighted basis between August 2005 to August 2007.7%%
In addition to believing that the SED was not the ideal venue for currency disputes, the
administration also simply felt that it was not nearly as big of an issue as Congress and the
media tried to make it. As former Deputy Assistant Secretary of State for East Asian Affairs,
Randy Schriver, put it:

“The principal purpose of even including currency issues in the SED was simply to
placate Congress by showing that they were looking into and raising the issue of
currency manipulation with Beijing. However, they were very explicit that they did
not want to actually file an official case through Treasury regarding currency
manipulation. It was not that they thought manipulation wasn’t happening. Paulson’s
approach was that ‘of course it’s happening, but it’s not that big of a deal.” So there
was a major effort to dispel what they saw as the myth that Chinese currency
manipulation was somehow resulting in a loss of US jobs. Instead they preferred to
focus on intellectual property rights and opening China’s financial system.”*%
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Though Schriver provided the most succinct analysis on this point, numerous other
senior officials attested that the currency manipulation issue, while real, was not the most
significant problem they had with the Chinese.%®” The Chinese were manipulating their
currency, but the real impact on jobs of this manipulation was not—in their calculation—
significant enough to warrant stalling or derailing progress on many other more important
issues that the SED was achieving.>®® An administration committed to a zero-sum strategy that
prioritized relative gains would have seized on the political salience of the currency issue to
justify far more stringent retaliations against the Chinese, but the Bush administration took the
opposite approach.®®°

If currency issues were not the main topics of the SED, what were? Kimmitt and others
remember that the Treasury Department’s priorities focused around gaining greater market
access for U.S. companies and investors, convincing China to do a better job of protecting
intellectual property, and curbing the growth of corporate espionage. For example, as a
forerunner to the Bilateral Investment Treaty that the Obama administration would pursue with
China, the Bush administration used the SED to press Beijing to adopt a negative list approach
for sectors and industries closed to foreign investment.® Unlike a positive list, in which all
sectors and industries are considered closed unless specified, under a negative list, all sectors
and industries are considered open for outside investment unless explicitly designated as
closed. Kimmitt also recalls that “‘Hank (Paulson) had a particular interest in renewable energy,
and finding different joint venture opportunities on that front, so there was a lot of work put

into clean energy topics.”%%
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When asked who benefitted more from the SED, Kimmitt and others stated, “I don’t
think people inside the government thought of it that way,” because “even if you thought China
was benefitting more, | think the question is, did the U.S. get benefits commensurate with the
effort being put into the dialogue?®%? Likewise, Undersecretary of Treasury for International
Affairs, David McCormick agreed:

“I think the basic point, which appears to be at the core of your thesis, is that the SED
was a way to channel our common goals and interests in a way that made tangible
progress and gave a framework for building bilateral consensus that kept critics in both
countries at bay and engagement on track.”%%

Therefore, the goal was not to see who gained relatively more or less. Instead:

“Ultimately, the goal was to suggest to China that there were ways for it to benefit
from participation in the global economy by playing by the rules that had been set, not
some special set of U.S. rules, or certainly not playing by the special set of Chinese
rules, but the rules set by the WTO and other organization, which they had voluntarily
joined.”®%

The reason it was so important to make the dialogue a productive and positive process,
and the reason that questions about who gained more were relatively less important was that
policymakers firmly believed that “there was a greater danger of China moving in directions
that would not serve U.S. interests if we failed to set up the dialogue.” Therefore, “if there were
some areas where the Chinese were benefitting more from the dialogue, | would still say the
dialogue benefitted us enough that it was certainly worthwhile.”®® In short, the SED was about
achieving results and institutionalizing the mechanisms and structures necessary to facilitate
bilateral coordination and cooperation. Who gained relatively more from the dialogue was

immaterial in the minds of American policymakers.

The Financial Crisis and the Imperative of Cooperation:
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This emphasis on building the personal relationships and institutional structures needed
for collaboration and cooperation between Beijing and Washington would prove invaluable in
the wake of the 2008 financial crisis, when both countries would need to work more closely
than ever before in order to cauterize the hemorrhaging of global financial markets. America
was the largest debtor country, the largest consumer market, and the host of the world’s deepest
and most liquid equities markets. China, in turn, was the largest creditor nation and the largest
global exporter, which made it arguably more dependent than any other countries on both 1)
large consumer markets and 2) deep and liquid overseas financial markets to park enormous
capital account surpluses.®® Consequently, cooperation between the two could help usher in
stability, while a conflict or attempt at rapid disentanglement could send the markets into an
even deeper dive.

However, in talking about the importance of bilateral cooperation during and after the
financial crisis, it is important to make clear that this was not an instance of asymmetrical
vulnerability or dependence, as many in the American Congress and media sought to portray
it. The Chinese held over $1.5 trillion of USD-denominated assets in its reserves®’ (of which
$550 billion were U.S. Treasury notes)®® at the start of the crisis. These holdings eventually
rose to just under $2 trillion worth of total reserves®®® (of which $740 billion were U.S.
Treasury notes)® by the time Bush left office in 2009. These are undoubtedly significant
holdings, even for the American economy. Indeed, they were the largest of any foreign holder.
Nevertheless, David McCormick, who was the liaison at Treasury with the Chinese for these

holdings, remembers that Beijing was much more worried about these holdings being devalued
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than the administration was about Beijing using them for leverage or even dumping them.®!

Therefore, to the extent either side was reassuring the other, it was Washington reassuring

Beijing that they would not cancel or devalue the debt.®!? To this end, David Gordon, who ran

many of the National Intelligence Council and CIA assessments about the strategic

implications of China’s debt holdings, dismissed these concerns about Beijing using its dollar

holdings as leverage. Gordon, like over nineteen other interviewees, harkened back to the old

adage:

“If you owe the bank $1000, the bank has leverage on you; if you owe the bank
$1,000,000, you have leverage over the bank. So, we never bought this notion that
holding treasuries was a big strategic advantage for China. Indeed, our view was that
as long as the Chinese were forced to hold treasuries because of the lack of alternative
instruments, that was going to be a strategic advantage to the United States.”5'®

Deputy Secretary of Treasury, Robert Kimmitt, also confirmed this view:

“A lot of people in Congress and the media said, ‘oh the Chinese could just pull their
money out of the US market and just collapse it.” But if they did that, they would be a
big loser, too. They are fairly shrewd investors, so we never expected them to do
something like that because it was so clearly not in their economic interest.”®

Conjuring the idea of Economic Mutual Assured Destruction, which was very much in

vogue in the aftermath of the financial crisis, Dave McCormick said:

“[During the crisis] there was the notion that it was a little bit of mutual assured
destruction because if they made any moves that were really destabilizing, the impact
on them would be very significant as well; so I don’t think there was panic on the
administration side, but there was worry that in the absence of any clarity that there
was the possibility of somebody doing something stupid, so my job was to be in regular
contact.”®®®

In fact, the importance of communication and avoiding confusion made engagement so

critical that McCormick was tasked specifically to liaison with the Chinese. To make sure

nothing ever got lost in bureaucratic channels, McCormick remembers:
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“I gave my personal cell phone to Madame Hu, who oversaw China’s holdings in the
U.S., and she gave me hers. It was remarkable to be able to cut through all the formal
channels, and we often talked daily during the crisis.”®%

In all of these conversations, McCormick never recalls even the slightest hint from Hu
or others in Beijing that they might try to use their holdings as leverage against the Americans,
nor was there any sense within the administration that this had shifted the balance of power in
any meaningful way. As Robert Zoellick remembers:

“There was lot of discussion in Beijing around 2008 that, ‘Oh, now the teacher has to
learn his lesson.” | did not hear that view from Chinese officials, however. And as years
passed, Chinese officials were again impressed by America’s ability to recover and
innovate. Like others who have underestimated the dynamism of US markets in the
past, the Chinese may not totally understand how America’s economy keeps
reinventing itself, but they see the impressive results.”¢Y

Evolving Problems with Taiwan:

Another major issue that the administration faced—as have all administrations—was
what to do about Taiwan. President Bush writes in his autobiography:

“Every time I met with the Chinese leaders, I confirmed America’s longstanding ‘One
China Policy’ would not change. I also made clear | opposed any unilateral change to
the status quo, including a declaration of independence by Taiwan.”®!8

However, in his first year in the White House, Bush appeared to be playing with the
spirit—if not the letter—of the three communiqués. This was particularly true of Bush’s
approval of a $4 billion arms sale to Taiwan in 2001, which included four Kidd-class
destroyers, twelve anti-submarine aircraft, as many as eight diesel-powered submarines, and
minesweeping helicopters. However, Bush did give way to Chinese pressure to not include the
two systems Beijing most opposed—the Aegis radar system and the PAC-3 anti-ballistic

missile system.519
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As frustrating as these arms sales might have been to Beijing, this was not an act of
containment. Offering these weapons to the Taiwanese (most of which Taipei never actually
bought) might have degraded China’s relative military strength in the event of a Cross-Straight
conflict. However, this sale did nothing to constrain China’s military capabilities—much less
its economic power. It did not limit the PLA’s peaceful freedom of maneuver, and it certainly
did not result in any adverse effects on China’s economic growth. Thus, according to our
discussion in Chapter 1, this was certainly a prominent example of hedging, but not containing.

Regardless, the Bush administration’s enthusiastic support for Taipei quickly turned to
open contempt. As Paul Wolfowitz said, “Taiwan had some great opportunities in those eight
years while Bush was President to develop a better relationship with the U.S., but they really
blew it.”®% First, Taiwan’s President, Chen Shui-bian, infuriated Bush by continually pushing
Taiwanese independence. Second, after Bush approved the 2001 arms sale, Taipei failed to
actually appropriate the money. Finally, independent of Taipei’s actions, Bush and his team
were becoming increasingly convinced of the overriding importance of positive bilateral
relations with Beijing. As a result, Secretary Rice reflected in her memoirs that, “Chen Shui-
bian had become a thorn in our side, not just Beijing’s.”®?! In fact, President Bush grew
sufficiently annoyed with Taipei that he publically and unequivocally condemned Chen’s
actions while standing next to Chinese Premier Wen Jiabao at a December press conference at
the White House.??

Secretary of State Colin Powell went even further in an interview in October 2004:

“Both sides [Taiwan and China] should show restraint...look for ways of improving
dialogue across the Straits and move forward to that day when we will see a peaceful
reunification...our policy is clear. There is only one China. Taiwan is not independent.
It does not enjoy sovereignty as a nation.”%?
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Powell later walked back his comments, saying he meant to say “resolution” instead of
“reunification”. Nevertheless, his Deputy Secretary, Richard Armitage doubled-down during
a subsequent TV interview in December of 2004, in which he argued that the United States
was not obligated to defend Taiwan.5%*

America’s harsh rhetoric towards Taipei was warmly welcomed in Beijing. In fact,
Deputy Secretary of State, John Negroponte, argued, “Bush’s rocky relationship with Chen no
doubt strengthened his relations with Beijing.”®? Likewise, Secretary Rice remembers that the
Chinese were “‘ecstatic” with the administration’s policies toward Taiwan—even in spite of
the arms sales. They were so pleased, in fact, that China’s Foreign Minister, Yang Jiechi,
confided in Secretary Rice during her final year, “I just hope you can pass on this
administration’s policy to the next President.” When Rice said it was not that simple, Jiechi

replied, “Well, we can hope.”%%

Findings:

Assessing the George W. Bush Administration’s Policies:

In light of this historical summary, we can now analyze whether George W. Bush’s
strategy towards China is best classified as containment, conditional engagement, or

comprehensive engagement?

Overall Approach:

624 (Cohen 2010, p. 272)
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248



Chapter 7

The Bush administration enthusiastically supported China’s accession into the WTO,
despite the fact that China was non-compliant in many aspects of the bilateral agreement.®?’
Within the WTO, the administration made no attempts to isolate or ostracize China. Instead,
they tried to encourage Beijing to embrace its rules and norms as an active participant.? In
the mid 2000s, the administration doubled down on engagement by creating the Strategic
Economic Dialogue (SED). Within the SED, administration officials were willing to set aside
long-time disputes with Beijing in order to focus on issues where there was sufficient common
ground to actually achieve tangible results.®? In this sense, the administration did approach
the SED with priorities, but not with conditions. This determination to not allow important but
intractable problems stand in the way of moving overall cooperation forward is symbolic of a

strategy of comprehensive engagement.

Response to Crises:

The administration did not use the EP-3 crisis as pretense to impose sweeping
sanctions, to withdraw the offer of PNTR, or to derail China’s accession to the WTO. 8
Instead, the administration attempted to de-escalate the situation as quickly and with minimal
long-term damage to the relationship.®3! This included issuing a letter that expressed sympathy
and regret over the loss of the Chinese pilot and intrusion of Chinese air space.®3? While the

DOD wanted China to revise its protocols for flight intercepts and emergency landing

627 (Cohen 2010, p. 269)

628 (Schwab, 2014; Zoellick, 2014)

629 (Kimmitt, 2014; McCormick, 2014)

830 (Armitage, 2014; C. Powell, 2014; Rumsfeld, 2012)
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procedures with the Chinese, the administration did not make engagement—economic or
military—conditional on resolving these issues.%*

During the financial crisis, the administration did not resort to the types of protectionist
policies indicative of a containment strategy that is prioritizing relative gains. In fact, they
actively resisted pressure to label China a currency manipulator and to impose restrictions on
China’s access to U.S. Treasuries.®3* Furthermore, the administration did not try to coordinate
the international response through institutions that excluded the Chinese. Instead, they relied
primarily on the FSB and G-20, where the Chinese enjoy considerable influence. The
administration also significantly upgraded the frequency and intensity of bilateral coordination
and cooperation. This included—among other practices—senior officials calling their
counterparts’ personal cell phones on a daily basis in order to cut through bureaucratic tape.®®
All of this is far more indicative of comprehensive engagement than containment or even
conditional engagement.

Some have asserted that the Bush administration might have taken a more hardline
stance with China, if not for the terrorist attacks on September 11, 2001. According to this
argument, the Bush administration planned to make China a much higher priority, as evidenced
by the Bush administration’s initial defense review, which prioritized China.®*® The terrorist
attacks on 9/11 and the subsequent wars in the Middle East, however, diverted the
administration’s attention and energy. While it is hard to prove or disprove counterfactuals,
such as this, there does seem to be a high probability that the Bush administration would have
prioritized a larger portion of its Defense budget to hedging China. However, Bush’s initial

foreign policy speech during the campaign, his handling of the EP-3 crisis (which occurred
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prior to 9/11), and the fundamentally free-market preference of the President and his advisors
reveal no evidenced that these increased investments in military hedging would have in any
way detracted from the administration’s underlying desire to increase economic and political
engagement with China. Therefore, while 9/11 might be a critical juncture for explaining the
degree of emphasis that the Bush administration placed on hedging China militarily, this
tragedy did not affect the administration’s underlying desire to pursue a strategy of
comprehensive economic and political engagement with Beijing. It is this latter calculus that

is the main thrust of this paper.

Handling Congress:
Even if Congressional opposition to engagement was more muted during the Bush
administration, it was not silent. For example, Secretary Rice recalls:

“The huge trade imbalances were always a source of significant tension with the
Congress. Only months before the 2004 election, the President refused to accept a
‘dumping’ petition for sanctions against Beijing. The Chinese could see that George
Bush had gone the extra mile to protect the relationship and would not succumb to easy
opportunities to blame China for the United States’ economic difficulties.
Unfortunately, Beijing rarely reciprocated.”®®

Likewise, Rice stated in her interview that during the Bush administration, “We faced
a number of anti-dumping actions from the Hill, but we tried to find ways to steer away from
any kind of retaliatory action against the Chinese.”®® Her Deputy, John Negroponte, also
remembers that, “the administration was full of free-marketers, so we did not support
legislation from Senator Schumer and others to label China a currency manipulator or impose
tariffs or anything like that.”%*® Thus, the administration was willing to take on Congress when

it proposed legislation that, while politically popular, was sure to pollute bilateral relations

837 (Rice 2011, p. 518)
538 (Rice, 2015)
839 (Negroponte, 2014)

251



Chapter 7

with Beijing.5%° This is far more reflective of a strategy of comprehensive engagement—not
conditional engagement and certainly not containment.

The summary of these findings are presented in Table 7.1.

Table 7.1:

Bush 43 Administration’s Position on Engagement

Policy Area Preferred Approach
Overall Approach Comprehensive Engagement
Response to Crises Comprehensive Engagement
Handling Congress Comprehensive Engagement

Why such strong support for engagement?

How do we explain this consistent preference for a strategy of comprehensive
engagement during a period when both China’s economic and military power was growing

rapidly? This is the question to which we now turn.

Cost-Benefit Analysis:

In deciding whether to engage or contain China, policymakers were conducting a basic
cost-benefits analysis (CBA). This CBA strongly supported a policy of engagement. In fact,
when | asked policymakers whether they felt that China policy enjoyed greater bipartisan

consensus than other major foreign policy questions, they often responded like Paul

640 (Green, 2014)
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Wolfowitz: “I think that’s true, and it’s been true for a long time.”®** When asked why there
was such broad support for engagement with China, but virtually no support for this approach
with nations like North Korea and Iran, Wolfowitz responded:

“I guess because China behaves a lot better than Iran or North Korea, so the level of
hostility is generally pretty well managed. Plus, the potential positive gains are
enormous where there is none of that with North Korea, obviously, and not a whole lot
of that with Iran either. So the incentives in that direction are powerful.”%*2

Wolfowitz’ response was indicative of the majority of the Bush administration officials
with whom | spoke, and it highlights the first important factor in policymakers’ CBA—the
enormous gains to be reaped from engaging China. In contrast, trading with states like Iran and
North Korea offered far less short-term or long-term economic benefit to the United States.54®
However, policymakers focused not only on the benefits to be reaped from trade, but also on
the costs of trying to disentangle the relationship and shift to containment. To this end, Cohen
surmises:

“The U.S. had too many concerns around the globe that could easily be aggravated if
China perceived the Americans as hostile—and many international problems could no
longer be resolved without help from Beijing.”%*

In support of this claim, Deputy Treasury Secretary, Robert Kimmitt argues, “It would
have been a dangerous game to play to try to drive China into a corner where it felt either
economically, politically, or militarily isolated or threatened.”®* In fact, Wolfowitz and others
argued that trying to contain China’s economic growth or otherwise ostracize it from the rest
of the liberal order would only guarantee “China’s development as an openly revisionist and

much more hostile state.”®*® This would bring significant costs for America.
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Even Rumsfeld himself acknowledges that while he, “arrived in the George W. Bush
administration among the more cautious about China’s long-term ambitions,” %' he
nevertheless recognized that, “if we treated China as a threatening rival, our antagonism could
encourage the more militant elements in internal Chinese debates.”%4® Therefore, Rumsfeld
says he wrote down three bullet points when he came in as Secretary to guide his overall
thinking on China:

- “We ought to avoid unnecessarily working ourselves into problems with China.”
[Don 't succumb to a self-fulfilling strategy of conflict]

- “Confronting China with a list of things we want from them, telling them how
to behave, won’t work.” [Conditional engagement won’t work]

- “Our goal out to be to not emphasize them as a threat today, but, rather, see if
we can’t seize the opportunity to establish a relationship that will be more to our
advantage when they do become stronger.” [Engagement can support long-term
peace]®4

James Keith summarized all of these perspectives quite well:

“There’s uncertainty about China’s future, and the best way to deal with that
uncertainty is to use the approach that everyone has taken thus far, which is work
towards the best outcomes, but hedge against the worst outcomes.”>

By this, Keith meant that the administration engaged China economically in the hopes
that this engagement would help spur reform in China’s domestic policies and encourage
moderation in its foreign policies. However, it also hedged these bets by simultaneously
strengthening security partnerships in the region and maintaining military superiority.

In summary, policymakers believed that engaging China increased the economic
benefits America could expect in both the short and long-term, while simultaneously
decreasing the chance of experiencing conflict. In contrast, trying to contain or isolate China

would impose significant adjustment costs on the American economy in the short-run, and
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deny American companies the long-term benefits of trading with China. Alienating China
would also ensure their development as a revisionist power, which would increase the chance
of a conflict. Even if direct conflict were avoided, an antagonistic China could complicate
many of America’s Security priorities not only in East Asia, but also in Central Asia, the Middle
East, and Africa.®!

Once again, this fits with the basic heuristic outlined in Chapter 2 that if policymakers
calculate that the expected benefits (Be) minus the expected probability of conflict (Pe)
multiplied by the associated costs of conflict (Ce) for engagement are greater than the expected
benefits (Bc) minus the expected probability of conflict (Pc) multiplied by the associated costs
of conflict (Cc) for containment, then we should expect engagement. In other words because
policymakers calculated that Be — PeCe > Bc — PcCc for relations with China, they opted for

engagement. This makes the CBA a causal factor for the Bush 43 administration.

Neoliberal Causal Beliefs:

As with their predecessors in the Bush 41 and Clinton administrations, senior officials
in the Bush 43 administration brought a powerful set of neoliberal causal beliefs to their CBA.
As a testament to this fact, President Bush writes in his memoirs:

“Expanding American access to China’s one billion potential consumers was a high

priority for me, just as access to the U.S. market was essential for the Chinese. I also

saw trade as a tool to promote the freedom agenda. | believed that, over time, the

freedom inherent in the market would lead people to demand liberty in the public

square.”%%?

This statement reveals the central role that trade and interdependence played in Bush’s

“freedom agenda.”®®® The President and his senior advisers firmly believed that the best way
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to transform China’s society was through comprehensive—not conditional—engagement. As
Condoleezza Rice said:

“Were we trying to contain China’s economic power? I don’t think that’s the way

ideologically most American elites see the international economy. They see the

international economy as a growing pot, not one that has to be consistently divvied up.

And 1 think we in the Bush administration certainly held this traditional, American,

‘the economic pie can get bigger’ approach to China.”®*

As Secretary Rice discusses in her memoirs, this pro-engagement approach was also
rooted in a deep-seated belief in the power of markets to bring about the internal
transformations within China necessary to ensure peace for the long-term:

“We held fast to the belief that time was not on the side of authoritarianism in a country
that was rapidly growing more prosperous...I firmly believe that political change will
come to China...[But] With a country of China’s size and complexity, the U.S.
government’s direct tools for influencing internal development are few. They’re
essentially limited to leveraging the power of open markets and helping make sure that
the Chinese people are exposed to the world through universities and companies. Other
more frontal approaches are likely to be resisted and can even backfire.”%%

In fact, both David Gordon and Matthew Burrows, two long-time analysts on the
National Intelligence Council (NIC), recount one particularly memorable briefing with
Secretary Rice. Burrows and Gordon said they were briefing Rice on the newest version of the
Global Trends that was to be published shortly after Rice took over as Secretary of State. The
Global Trends is an independent assessment that the NIC puts together every four years that
articulates trends that the intelligence community envisions developing over the subsequent
twenty years. In this 2005 edition, considerable focus was given to China’s rise. The report
included one potential scenario in which China continued to grow, but remained an
authoritarian regime committed to a revisionist agenda. David Gordon describes Secretary
Rice’s reaction to this proposition this way:

“She said, ‘I loved your paper, but I really don’t buy your China scenario.’ I said, ‘Why
not?’ She said, ‘If they continue to integrate, at some point they will be drawn into the
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system. The system is strong enough to draw them in.” So it was an argument not all
dissimilar to my buddy from Princeton, John Ikenberry, is making now.®%

Likewise, Burrows remembers:

“On one slide was this question: “Who integrates whom?’ She reacted quite violently
to the whole question. She felt it was inconceivable that China would not just join the
international system the way that Korea, Japan, Taiwan, and all these other countries
had done.”®’

When | asked Burrows whether he felt that viewpoint was reflective of the rest of the
senior leadership within the administration, he responded, “I didn't interview everybody, but
in my experience, yeah, I really think that that kind of summed it up.”®*® Kori Schake, another
scholar who has moved between academia and government, expressed a similar degree of
confidence in the power of the neoliberal agenda. In particular, she raised doubts that Chinese
President, Xi Jinping, can continue growing the Chinese economy while maintaining the
Communist Party’s supremacy:

“You can’t convince me Xi will succeed in that attempt because mothers care about
getting good baby food for their children, and they don’t trust the government to
provide it. People everywhere are really not that different. In your lifetime—probably
when you are still young—you will see major changes in China. They just can’t
maintain a closed system in the globalizing economy in the long run.”®*

However, these views were by no means isolated to members of the State Department.
For example, U.S. Trade Representative, Susan Schwab said, “This was the Bush
administration. We are positive sum game people, right. That’s who we are.”®® Likewise,
Deputy Secretary of the Treasury, Robert Kimmitt, said of the Bush administration that they
were:

“Very much focused on producing results that were not based on a zero sum analysis
that suggests what was good for China was bad for us and vice-versa. The idea of
China having a greater share of the global economy than they do today is not
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concerning if the global economy has also grown substantially, which will have lifted
the US and other boats as well.”¢%

Even the administration’s so-called “hawks” demonstrated a strong set of neoliberal
beliefs. When asked whether he would have supported a strategy aimed at trying to slow or
curb China’s economic growth, Paul Wolfowitz responded that first of all, “I’ve always had
the view that there wasn’t much we could do to prevent it.” Nevertheless, he continued:

“Even if you pose it as an academic question about, ‘would you wish that maybe they
wouldn’t grow so fast?” Even there it’s a little bit mixed. We get a lot of benefits from
China’s economic growth, which I think, on balance, are positive sum.”®?

However, Wolfowitz goes even further:

“Also, I think that engagement could lead to changes inside China, which work in our
long-term interests. Although there is certainly room for argument about whether that
is going to happen—I think it is happening myself.¢¢®

Finally, Wolfowitz justifies his support for economic engagement by simply
acknowledging, “If trying to keep China weak were to become our policy, it seems certain that
it would generate an otherwise avoidable hostility.”®®* In short, Wolfowitz articulates all of
these neoliberal beliefs: that engagement brings economic benefits to the U.S. in the short and
long-term; that it is America’s best chance of spurring democratic reform and market
liberalization within China; and that containment would guarantee conflict.

Indeed, these neoliberal beliefs were so pervasive that when asked why there was such
unanimous support for engagement among policymakers, Thomas Mahnken responded,
“because there is an orthodoxy out there, and I think that people tend to mouth that orthodoxy,
because it seems to be sensible.”®%> Mahnken then went on to speculate that this orthodoxy:

“Goes beyond China and gets to a core characteristic of American strategic culture, a
deep assumption that deep down everybody’s the same. There may be differences on
the surface, but if we sit down and talk with one another, we can work things out. Some
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of those differences may be because people are sort of uneducated and unsophisticated,
but we can bring ‘em along and educate them, and economic engagement is part of
that.”66¢

It was the pervasiveness of this orthodoxy that led General Hayden, who served as the
Director of both the National Security Agency and the Central Intelligence Agency, to reflect
that in hindsight, officials might have placed too much confidence in these assumptions:

“There was a strong belief that engagement was a good thing, almost to the point where
we should have been more critical, selective, judging, careful. We should have been
more reluctant, you know we didn’t have to rush into some things. We could have been
less aggressive, sometimes we overachieved.”®®’

In short, the Bush administration placed a great deal of faith in a core set of neoliberal
beliefs that emphasized the power of interdependence and engagement to promote prosperity,
peace, liberalism, and even democracy. These beliefs impacted every aspect of senior
policymakers’ cost-benefit analysis about whether to pursue containment or engagement and
whether to worry about relative gains or simply focus on absolute gains. Thus, it is certainly a
causal factor, and it attests to the importance of accounting for individuals’ causal beliefs
when applying rational choice models.

Again, however, the inclusion of these causal beliefs about the effects of engagement
does not undermine the rationalist footing of this thesis because applying one’s beliefs about
cause and effect relationships is consistent with a rational choice framework. If these beliefs
were independently determinative, then we should have seen the Bush administration pursuing
engagement with every country, which was obviously not the case. The Bush administration
did not engage countries like North Korea, Iran, Burma, Cuba, and Zimbabwe. The reason is
that they calculated that based on these states’ prior behavior that they were unlikely to respond

positively towards engagement.®% Thus, not only were these beliefs causal in nature (and
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hence compatible with rational choice), but policymakers were also deciding when and where
to apply these beliefs through a rational process that looked at the state in question’s behavior

as an indication of its underlying intentions.

Path Dependency:

Undeniably, path dependence was a stronger factor for George W. Bush than it was for
either his father or Clinton. Therefore, it is at least a reinforcing factor, but is it a causal factor?
| believe not. A path dependence argument could take two forms. First, it could argue that the
Bush administration blindly followed the engagement strategy of its six predecessors without
ever considering alternative approaches. However, the Bush 43 administration did not
automatically accept the strategy of Bush 41 and Bill Clinton. Quite the opposite, Bush and his
team were adamant throughout the campaign, transition, and even the early days of the White
House that they would treat China as a “strategic competitor” instead of a “strategic partner.”
Thus, they thought about the strategy critically, and initially landed on a strategy quite different
from their predecessors. In this sense, path dependence was actually a negative factor. The
administration’s campaign rhetoric also made it harder to justify a strategy of comprehensive
engagement, especially in the aftermath of the EP-3 crisis. Therefore, there are two aspects of
the Bush administration’s situation for which path dependence would actually favor adopting
a harder line with Beijing. In this sense, path dependency would actually be a negative factor.

However, the more common (and probably more powerful) version of path
dependency is that by the time Bush took office, the relationship had reached a point of
such extreme “complex interdependence”®6 that it was either too costly or maybe even
impossible to disentangle. The extreme version of this argument is that the relationship had

reached a point of Economic Mutual Assured Destruction (EMAD). Indeed, phrases like

669 See Chapter 1 of (Keohane & Nye, 2012) for a discussion of complex interdependence.
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EMAD and the “balance of financial terror” were in vogue during the late 2000s.°° In
particular, this argument posited that America was beholden to China because it held so much
of its debt. According to proponents of this EMAD argument, Washington could not take a
hard line with Beijing because the Chinese could decimate the American economy by dumping
these dollar-denominated assets.

Peter Feaver, who was serving on the National Security Council at the time, remembers
getting asked multiple times by people inside and outside the administration about the potential
dangers of China’s large treasury holdings. In particular, he remembers:

“Going to Treasury and asking them how likely it was that China would try to wield
weapon their treasury holdings as a weapon. Treasury believed that dumping these T-
bills and other assets was essentially mutual assured destruction because the
repercussions would hurt China just as much as it would us. This didn’t mean that it
would never happen, but that it was very unlikely, and would only be used in the
instance of a larger political or military conflict.”¢"*

As General Hayden put it, “If China is dumping our Treasury bills, we are going to
have a lot bigger problems, because this is only going to be done in the context of a larger
fight.”®2 General Hayden and others were confident of this Chinese restraint because they
believed the Chinese would actually lose more in a major economic fight with the U.S. than
America would.

“Economically the Chinese are actually more dependent on us...period. Their survival
is more dependent on ours than ours is dependent on them, and | would take that to the
bank.”®"

As the U.S. Trade Representative, Susan Schwab would have been on the front lines of
any attempt by the Chinese to use their Treasury holdings as leverage over the United States.
When | asked her whether China’s holdings played any role in bilateral negotiations or whether

we might have taken tougher negotiating stances if not for these holdings, her answer was

570 For a good example, see (Thompson, 2011).
571 (P. Feaver, 2014)

672 (Hayden, 2014)

573 | bid
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unequivocal: “No. Nothing could be further from the truth!”®* Likewise, Mike Green
remembers:

“The public hysteria surrounding China’s debt holdings was not indicative of how we
thought about it on the NSC. Sure, we discussed these holdings, but it was never a
major concern for us, and the fact that China was buying our debt did not constrain our
policy options towards China.”®"®

In fact, he explicitly said:

“There was never a moment when someone said anything like, ‘I am concerned about
relative gains or worried about China’s economic growth, but we can’t do anything
about it because the Chinese hold our debt.”>¢"

Even if the sensationalism surrounding EMAD was not driving the Bush
administration, the fact that the relationship had reached a point of such complex
interdependence did mean that the adjustment costs of trying to disentangle the two economies
and pursue containment would have been enormous. In this sense, path dependence was
responsible for increasing the costs of containment, which in turn weighed as an important
factor in policymakers’ CBA. However, because there was no desire to pursue containment in
the first place, and because there were many other factors besides just the costs of
disengagement that policymakers were considering, path dependence is best viewed as a
component of policymakers’ CBA, and hence served as a powerful reinforcing factor, but not

a causal one.

The Futility of Unilateral Containment:

By the time George W. Bush assumed office, America’s allies were fully invested in
China, and China had become an integral link in the Asian product chain. Thus, without a

major provocation from Beijing, there was little possibility of building a multilateral

674 (Schwab, 2014)
675 (Green, 2014)
576 1bid

262



Chapter 7

containment regime. As Deputy Secretary of State, U.S. Trade Representative, and World
Bank President, Robert Zoellick put it:

“Containment will not work with China because the neighbors won’t contain it. East
Asian countries don’t want to choose between the United States and China. They want
a healthy relationship with both, and will blame whichever one tries to force them to
make a choice.”®"’

Zoellick did clarify that American allies were deeply concerned about China’s military
expansion and territorial assertiveness and fully supported complementing economic
engagement with “a military balance that preserves America’s edge”®’® because:

“They [other countries in the region] want a reassurance policy that if China does get
too pushy, the U.S. will be there to offset China. But they don’t want economic
containment—certainly not without a Chinese provocation.””

Therefore, in the absence of a more overtly aggressive act, like Putin’s invasion of
Crimea, there was no allied support for a strategy of containment. This makes the lack of allied
support a powerful reinforcing factor. However, it does not rise to the level of a causal factor.
Given the importance of American consumer markets to China’s export-led growth model,
even unilateral containment would have placed a drag on China’s growth. While no one
believed this would stop China’s growth completely, no one denied that it would slow that
growth to a degree. For policymakers like James Keith, though, the more important question
was whether marginally slowing China’s growth was worth assuring its pursuit of a revisionist
agenda? Here, Keith and others are unequivocal, “Administration after administration has
decided that it is better to engage China in order to shape that growth than to stay outside and
try to either contain or isolate it.”%%

However, this calculation is less about capability and more about prudence. While these

policies were possible, they were imprudent and impractical. These calculations of prudence

677 (Zoellick, 2014)
678 1bid
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fit nicely within our CBA framework (specifically as part of the costs of containment). But for
the lack of allied support and the relative futility of unilateral containment to be causal factors,
the administration would have needed to want to pursue containment and only backed away
once it realized it lacked allied support. This was simply not the case. Pursuing unilateral
containment was possible, policymakers never considered it because but there was no desire
to contain China in the first place. This means that while the futility of unilateral containment
was a powerful reinforcing factor, it was not a causal factor because it is not necessary to

understand the administration’s initial preference for engagement.

Corporate Capture:

American corporations no doubt salivated over cracking the Chinese market, and
opposed any efforts from Washington that would have limited their access to this market or
that might have incited retaliatory measures from Beijing. Toward the end of the Bush
administration, corporations did become increasingly concerned about persistent violations of
intellectual property rights and the advent of corporate espionage from Chinese state-owned
enterprises. Nonetheless, the majority of corporations remained supportive of comprehensive
engagement.

The presence of such strong domestic allies served as a powerful facilitating factor in
achieving Congressional approval for the administration’s strategy of comprehensive
engagement. However, to make the argument that this was a causal factor would require
showing that the administration wanted to pursue a strategy of containment, but backed away
in the face of corporate pressure. There is simply no evidence that this was the case. In fact,
numerous senior members proudly described the administration as “full of free marketers” and

“completely positive sum.”%! Furthermore, the administration did not face any big pivotal

81 (Negroponte, 2014; Schwab, 2014)
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decisions, like the MFN and PNTR debates of the 1990s, for which corporate interests would
even have been particularly important. The desire of major corporations to maintain a strategy
of open engagement with the Chinese was therefore a facilitating factor, but it was not a
causal factor because it is not necessary to explain the administration’s initial preference for

engagement.

Policymaker Miscalculation:

The mistake argument could take one of two forms. The first is that had administration
officials anticipated the rate at which China would rise, they would have opted for a more hard
line containment policy. Several officials admitted that China has grown faster than they had
projected. As David Gordon said, “Back in the early 2000s, nobody thought China was going
to continue to grow as rapidly as it did for the next decade.”®® Likewise, Kori Schake recalls:

“I think many of us believed that it was impossible for China to become as powerful
as us unless they became like us. Either China would not continue to grow and would
not pass the US, or China would moderate, reform, and liberalize in which case China’s
growth would not be a concern.”®83

The fact that China’s economy did continue to grow despite only minimal reform might
seem to indicate that the administration made a mistake. However, Schake and many others
would be quick to respond that, “China is still nowhere near passing the U.S., and it looks like
more than ever China is going to be incapable of continuing to rise without reforming.”%4 In
this sense, their calculation that China’s rise could not “pass” America’s economic or military
power without reform has still not been invalidated. Regardless, none of the individuals |

interviewed argued that different estimations of China’s growth potential would have

motivated them to push for containment or to prioritize relative gains.

882 (Gordon, 2014)
883 (Schake, 2015)
884 (Schake, 2015)
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Schake’s above point also touches on the other potential miscalculation—
overestimating the degree to which America could actually shape China’s rise even through
comprehensive engagement. It is true that despite engaging with the West for over three
decades, China has not moderated either its foreign or domestic policies as much as
policymakers had hoped.®® For example, China has used its newfound economic might and
technological sophistication to make major upgrades in its military. In particular, the PLA has
focused on developing systems designed specifically to target U.S. power projection
capabilities. As Secretary of Defence Robert Gates describes:

“In 2006 it was pretty apparent that the Chinese were putting a lot of effort into anti
access denial capabilities. Highly accurate cruise missiles to hold our aircraft carriers
at bay and anti-satellite capabilities were chief among these because the Chinese
understood our reliance on satellites for everything from targeting to communications
to halogens. In 2011, they were rolling out their first stealth fighter, so there was a full
appreciation both under both President Bush and President Obama that China’s
growing military capabilities carried serious implications for us.”’%®

American leaders have been equally disappointed that Beijing (in their estimation) has
also shirked its role of a “responsible stakeholder” on economic issues. Indeed, instead of using
its power to help enforce the rules and norms of the liberal order, Beijing has actually used its
newfound power and influence to try to exempt itself from these rules.®®” Corporate espionage,
indigenous innovation, illegal subsidies, currency manipulation, and continued lack of
protection for intellectual property rights are just a few examples of the persistent complaint
Washington has with Beijing’s policies. As James Keith says:

“China basically felt, “‘We don’t want the world as you [Washington] conceive it, we
want the world as you practice it. And our definition of the way that works is that just
like the U.S., China walks out on the rules whenever it feels like it.” For example, if
there was a set of conditions governing how arbitration would occur in the South China
Sea, China could just opt out, the same way the US would.”%8®

885 (Keith, 2014; Rice, 2015; Schwab, 2014; Wolfowitz, 2015)
886 (B. Gates, 2015)

887 (Celico, 2014; Huntsman, 2014)

688 (Keith, 2014)
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So if policymakers had known how impervious Beijing would prove to liberal reform,
would they have opted for containment? At first glance, the answer would appear obvious. Of
course they over-estimated the transformative power of engagement. Had they known how
intransigent Beijing would actually prove, they would have been more reluctant to support
comprehensive engagement. However, when asked whether—in light of China’s recent
behaviour—he felt policymakers had made a mistake in facilitating China’s rise, Secretary of
State Colin Powell responded:

“There's no moralizing about it. It’s strictly business. With that wealth that's created,
and with the success they (China) have had, we should not be surprised that they are
expecting to play a bigger role on the world stage. They're expecting to be a major
player in Asia. We should not view this as necessarily a threat, but we must certainly
expect it. I've been expecting it all along—that they will demand a larger say and more
influence in the Asian Pacific region. This does not mean that we are finished, we are
an Asian Pacific nation, as well. So | believe that our attitude and our strategy always
should be and was while | was Secretary of State to get along with the Chinese,
cooperate with them, help them continue to grow because it's good to bring people out
of poverty and the more people that come out of poverty and the more they are all tied
into the international economic system, and this serves our interest.”%°

In essence, the point that Powell and others are trying to convey is that while the path
of China’s development has been far from ideal, it has not been completely surprising. More
importantly, policymakers are confident that a strategy of containment would have only pushed
China toward an even more aggressive and revisionist course.®®® Thus, these officials maintain
that even if they had known what they now know, they would still have pursued comprehensive
engagement. As a result, policymakers’ miscalculations are not a major factor.

Table 7.2 below summarizes the results from the above analysis.

Table 7.2

Assessing Explanations for Bush 43 Engagement Consensus

889 (C. Powell, 2014)
6% (Gordon, 2014; Keith, 2014; Rice, 2015; Zoellick, 2014)
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Reason Type of Factor
Cost-Benefit Analysis Causal Factor
Neoliberal Beliefs Causal Factor
Path Dependency Reinforcing Factor
Futility of Unilateral Containment Reinforcing Factor
Corporate Capture Facilitating Factor
Policymaker Miscalculation Not a Factor

Implications for H1-4 and C1-2:

The fact that the CBA and neoliberal beliefs are the only explanations that rise to the
causal level affirm Hypotheses #1 and #2. The best explanation for why the U.S. remained so
committed to a strategy of comprehensive engagement is that policymakers relied on a basic
CBA of the costs and benefits of engagement and containment, and that every calculation
within this CBA was heavily influenced by the sorts of causal “road maps” that Goldstein and
Keohane describe.®®! As important as these neoliberal beliefs were, however, they do not
undermine the rationalist footing of this thesis because the beliefs were fundamentally causal
in nature. Furthermore, the Bush administration did not apply these particular neoliberal causal
beliefs to relations with all states. For example, they were not applied to “rogue” nations like

Iran and North Korea. This affirms Hypothesis #3 that though policymakers’ default beliefs

891 (Goldstein and Koehane 1993, Chpt #1)
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are neoliberal, they do not apply these neoliberal beliefs to relations with every state. Instead,
administration officials decided whether to apply these beliefs in relations with other states
based on their expectation of how that state would respond to engagement.

As Hypothesis #4 anticipates, this expected response was, in turn, based on
policymakers’ interpretation of other states’ behavior. Thus, the broad-based support for
engagement was rooted in the fact that China “behaved better than North Korea and Iran” and
other states for which containment was preferred.5®? Likewise, President Bush states that he
viewed President Hu as a “practical leader focused inward, not an ideologue likely to stir-up
trouble abroad.”®® To this end, policymakers acknowledged that if Beijing had ever taken
actions like what Russia has in Ukraine, then these calculations might have changed.
Policymakers did not see the EP-3 crisis as rising to that level of aggression, however.%%
Nevertheless, the crisis did spark a serious conversation early in the administration about how
best to approach China.®% While this elicited different views on the military side of the
relationship, even the hawks, like Rumsfeld, did not contest the advisability of continuing to
pursue engagement and interdependence on the economic front.®% Furthermore, to the extent
there were disagreements on the political and military side, Bush sided with those who favored
a more cooperative and conciliatory approach; and this pro-engagement consensus only grew
stronger with time.%®” As Mike Green concluded:

“Despite any concerns certain members might have had, the Bush Administration had
a clearly positive-sum view of the relationship throughout our time in office. If
anything, the administration became even more receptive to cooperation and
coordination as time went on.”¢%

892 (Christensen, 2014; Green, 2014; Keith, 2014; Mahnken, 2015; C. Wolf, 2015; Wolfowitz, 2015; Zoellick,
2014)

89 (G. W. Bush 2010, p. 427-428)

89 (Christensen, 2014; Hayden, 2014; Keith, 2014; Wolfowitz, 2015)

8% (Armitage, 2014; Rumsfeld, 2012; Schriver, 2014)

8% (Rumsfeld, 2012; Sealock, 2014)

897 (Armitage, 2014; Green, 2014; C. Powell, 2014; Rice, 2015; Schriver, 2014; Zoellick, 2014)
6% (Green, 2014)

269



Chapter 7

Secretary Rice confirmed that this was true for security issues, as well:

“I would say that by the end of the administration, we moved to a more cooperative
relationship with the Chinese on security issues because the overwhelming
preoccupation was trying to do something about the North Korean nuclear program.
And the Chinese were actually extremely helpful in that regard.”®%

Thus, the improvement in relations is compatible with a behavior-focused approach.
The lack of Chinese aggression and the increase in Beijing’s willingness to play the sort of
“responsible stakeholder” role that Ambassador Zoellick had articulated in 2005 reinforced the
confidence of American policymakers in the merits of their engagement strategy. " As
Ambassador Negroponte said, “China was not a major concern of the President. We knew it
was the most important relationship, but we were not experiencing any problems with
Beijing.”’® However, this upward trend in relations is the exact opposite of what neorealism
would predict, because during this same period that the Bush administration’s support for
engagement was increasing, China was experiencing an exponential rise in its economic and
military capabilities.”®?

There is also ample evidence in this chapter to support Corollary #1. George W. Bush
campaigned on a platform of getting “tough” with China, vowing to treat China as a “strategic
competitor” instead of a “strategic partner.”’%® Within the first few months of his term, the EP-
3 crash gave Bush an opportunity to make good on this promise. However, Bush did not use
the incident to shift to a strategy of containment. Quite the opposite, the crisis highlighted for
him and his team the power and importance of comprehensive engagement. In the end, Chinese

diplomats described the period under Bush as, “the golden age of U.S.-China relations,””®* and

5% (Rice, 2015)

700 (Zoellick, 2005)

01 (Negroponte, 2014)

702 See Figures 1.1-1.12

703 (G, Bush, 1999; C. Powell, 2001)
04 (Armitage, 2014)
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China hawks outside derided the administration as “panda huggers.”’® This affirms Corollary
#1 that harsh campaign rhetoric dies a quick death once its proponents actually enter the Oval
Office.

As for Corollary #2, Bush did not face anything like the fierce fights with Congress
over China policy of the 1990s. Nonetheless, the President did fight several battles with
Congress regarding whether to label China a currency manipulator or impose various anti-
dumping measures.’® The fact that Bush prevailed in these disputes affirms Corollary #2 that
the President retains considerable autonomy over China policy.

These results are captured in Table 7.3 below.

Table 7.3

Performance of Hypotheses for Bush 43 Administration

Hypothesis #1 Affirmed
Hypothesis #2 Affirmed
Hypothesis #3 Affirmed
Hypothesis #4 Affirmed
Corollary #1 Affirmed
Corollary #2 Affirmed

705 (Daalder and Lindsay 2005, p. 61-62)
706 (Green, 2014; Rice, 2015; Schriver, 2014; Schwab, 2014)
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Chapter 8 Barack H. Obama

Dashed Dreams of a “New Era of Engagement”

Executive Summary: This chapter evaluates the applicability of my four hypotheses and two
corollaries to the Barack H. Obama administration. It finds that the administration has fully
supported a strategy of comprehensive engagement, even as recent Chinese assertiveness has
underlined the importance of hedging these economic bets by investing significant resources
to maintain regional military superiority. The President and his team have arrived at this
strategy as a result of a rational cost-benefit analysis (CBA) that has evaluated the short and
long-term costs and benefits of both engagement and containment (H1). Like their
predecessors, President Obama and his advisers have relied on a powerful set of neoliberal
causal beliefs in operationalizing this CBA (H2). However, they have not applied these beliefs
to relations with all states. Therefore, a rational—as opposed to ideological—explanation is
most appropriate for describing their decision-making process and the ultimate strategy it
produced (H3). Consistent with my behavior-centric model, Beijing’s recent assertiveness
regarding territorial disputes has forced the administration to re-evaluate their strategy (H4).
However, as of the writing of this thesis, Beijing’s posturing has yet to cross policymakers’
threshold for aggression in the way that Putin’s actions in Ukraine have. Consequently, the
engagement consensus for China remains intact. (C1) is not applicable in this case, because
Obama did not campaign on a promise to get tough with China the way Clinton and Bush 43
did. However, (C2) is relevant because President Obama has had to overcome many domestic
opponents of comprehensive engagement (even in his own party).

Introduction:

The Obama administration entered the White House amidst the most severe global
economic crisis since the Great Depression. Central to their strategy for addressing this crisis
was ensuring that the major powers did not revert to the types of beggar-thy-neighbor
protectionist policies that had prolonged the global depression in the 1930s and contributed to
the virulent nationalism that eventually ushered in World War II. As the world’s most populous
country, the second largest economy, and America’s second largest trade partner, maintaining
positive relations with China was a central piece of coordinating this global response. Thus,
the Obama team’s overall approach was to continue building on the Bush administration’s

strategy of deep economic and political engagement with Beijing. In fact, two of the
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administration’s senior leaders, Kurt Campbell and James Steinberg, had recently authored a
book, Difficult Transitions: Foreign Policy Troubles at the Outset of Presidential Power,
which had highlighted the importance of maintaining consistency in foreign policy as one of
the key tenants of a successful presidential transition.”®’

Therefore, unlike George W. Bush and Bill Clinton, who had both campaigned on a
strategy of “getting tough” with China, Barack Obama indicated that he wanted to further
expand and upgrade bilateral relations with Beijing. In fact, to the extent that the Obama team
had any critiques of the Bush administration’s policy in Asia it was that they felt Bush had not
focused enough on East Asia.’® As Secretary of State Hillary Clinton said, “I thought we
ought to broaden our engagement with China and put the Asia-Pacific at the top of our
diplomatic agenda.”799

Despite these initial ambitions, though, relations between the United States and China
have become more—not less—acrimonious in the Obama years. Indeed, while the immediate
possibility of conflict might have been higher during the Taiwan Straits Crisis in 1995-1996
or even the EP-3 incident in 2001, prolonged concerns about the long-term possibility of
conflict have received more attention in recent years than during any period since
rapprochement.’*® Despite these concerns, the Obama administration has remained committed
to a strategy that seeks to expand both bilateral and multilateral interdependence with China.
More attention has been devoted to maintaining America’s military hedge, but this has not
detracted from the administration’s commitment to economic engagement.’! To this end,

former Defense Secretary, Robert Gates, says of the administration’s outlook:

707 (Campbell & Steinberg, 2008)
708 (Slaughter, 2014)

709 (H Clinton 43)

0 (Johnston, 2013)

"1 (Silove, 2016)
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“T don’t think anybody doubted that as China’s economic power grew, there would be
growing areas of competition...No one was naive enough to think we were going to
hold hands and sing kumbaya together; but there was a belief that our long term
interests were best served by a relationship with China that remained competitive,
without becoming adversarial.”"*2

The administration calculated that broad-based engagement was the best way to
achieve this goal of preventing areas of competition from spiraling into open hostility.
Furthermore, far from wanting to constrain or slow China’s rise, many American policymakers
feared that the real nightmare scenario was not that China would continue to grow and “pass”
the United States. Instead, they worried most about the opposite possibility; that economic
problems in China might motivate the CCP to embark on an aggressively nationalist agenda
designed to rally the masses around the flag in order to mask popular discontent with domestic
economic conditions. Serious economic problems might even result in internal instability
within China. Either scenario would have dire consequences not just for the global economy,
but also regional security. Therefore, Larry Summers, who was one of Obama’s closest
advisers stated:

“We continued to prefer a more rapidly growing China than a less rapidly growing
China because a China that is growing rapidly will be less likely to be nationalistic.
This growth would also empower reformers, lead to a more open society, and boost
demand for our products, which would help American companies.”’*®

Therefore, this chapter will demonstrate that to the extent concerns about China have
risen since 2010, these concerns were not motivated by China’s rising material capabilities. As

James Steinberg said:

“We didn’t care about the relative growth of China to the U.S. We only cared if China
was trying to maximize its unilateral gains in a way that dramatically reduced the gains
to other countries—not just the U.S. This approach was not only damaging the
American economy, but also threatened to induce the type of beggar-thy-neighbor
policies that proved so disastrous in the inter-war years.”’**

"2 (B. Gates, 2015)
13 (Summers, 2014)
14 (Steinberg, 2014)
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Retaliating when another actor takes actions that unfairly limit not only the relative—
but also the absolute—gains one receives is consistent with an absolute gains strategy.
Furthermore, if it had, in fact, been China’s material rise that was most concerning to American
foreign policy leaders, then the tenor and intensity of those concerns should have also increased
as China’s relative economic growth accelerated, and should have declined as the relative rate
of China’s economic growth decelerated. However, this has not been the case. For example,
China’s growth rate has decelerated significantly since the financial crisis. In 2007, China’s
economy grew at 14.2%. After dipping during the financial crisis in 2008 and 2009, it climbed
back to 10.4% in 2010, but then dropped to 9.3% in 2011 and 7.7% in 2012 and 2013.”% In
2014, it was under 7.3%, and in 2015 China’s official growth rate dipped to 6.9%, with many
economists arguing that it was actually closer to 5%."% Regardless, even 6.9% would still be
the slowest growth China had experienced since the year after the 1989 Tiananmen Massacre,
when the developed economies imposed crippling sanctions on China.’*’ Therefore, if it were
China’s economic rise that was truly fueling concerns, the tenor of concerns about China
should also have begun to decline in recent years.”*® However, what we have seen is the exact
opposite, with concerns continuing to rise despite China’s lower growth rates and recent
economic problems. A relative gains theory cannot explain this heightened concern, because
levels of concern have not tracked with China’s actual relative growth rates. However, the
behavior-centric explanation proffered in this thesis can explain these increased concerns,
because it has corresponded with at least a perceived increase in Chinese assertiveness.

Finally, I demonstrate that while Beijing’s actions have resulted in increased concern

about China’s long-term intentions, these concerns have not risen to the level required to

15 (World Bank, 2015)

16 (Magnier, 2016; “Whether to believe China’s GDP figures,” 2015)

17 (Magnier, 2016)

18 For analysis of how states consider dynamic effects of growth, see: (Copeland, 1996, 2001, 2014)
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abandon engagement and switch to containment. Instead, policymakers continue to view the
optimal strategy as comprehensive economic and political engagement, paired with increased
investments in the military resources and security partnerships necessary to hedge these bets
and deter further Chinese aggression. When asked what sort of behavior would be required
before policymakers would actually endorse containment, interviewees often used Russia’s
aggression in Ukraine as an example.”®® Obama’s Director of Analysis on the National
Intelligence Council, Matthew Burrows, justified the use of different strategies for Russia and
China by saying, “What the Chinese are doing is a little bit more ambiguous than what the
Russians are doing. ..I think it's a totally different category of assertiveness.”’?°

The fact that China’s recent assertiveness has not yet resulted in a reversion to
containment does not contradict my theory. My theory only predicts that aggressive behavior
will elicit a re-assessment of engagement and the neoliberal beliefs undergirding this strategy,
which has certainly occurred in the wake of Beijing’s increased assertiveness in the South and
East Chia Seas. However, my theory also fully acknowledges that whether this re-assessment
actually results in a reversal of strategy from engagement to containment requires considering
a range of factors at the international, domestic, bureaucratic, and even individual levels. In
the ensuing pages, | will explore these factors to explain why the Obama administration has
decided to increase its emphasis on hedging China’s military rise, while still remaining

committed to robust economic and political engagement with Beijing.

What would containment have looked like?

19 (B. Gates, 2015; Gordon, 2014; Panetta, 2015; Slaughter, 2014; Wolfowitz, 2015)
720 (Burrows, 2015)
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As with the previous three administrations, | first establish what a containment strategy
would have looked like for the Obama administration and how that would have differed from
an engagement strategy in concrete terms.

A containment strategy would have included labeling China a currency manipulator
and imposing sweeping tariffs, quotas, and even embargos. A true Machiavellian might have
even tried to provoke China into taking further military or economic actions in the East or
South China Seas as a means to build domestic and international support for even more
hardline policies. To pursue this sort of containment would have required attempts to
marginalize or even remove China from a range of international institutions. At the very least,
it would have required aggressive efforts to introduce domestic legislation that would revoke
China’s PNTR status, and impose sweeping sanctions.

A conditional engagement strategy would have imposed conditions on engagement
and interdependence. While it is difficult to say precisely what those conditions would have
been, they would not have allowed for the Chinese to stall on political reform, to pursue
indigenous innovation schemes, to continue denying commensurate market access to
American firms, to continue ignoring intellectual property rights, to increase the extent and
sophistication of corporate espionage, to continue depressing the value of the RMB, or to adopt
more aggressive tactics in territorial disputes. Failure to comply with Washington’s conditions
would not only have resulted in reciprocal punishments in those specific sectors, but would
have placed the whole political and economic relationship in jeopardy the same way that
conditions on China’s MFN status in the 1990s did. Unlike in containment, though, the
motivation for these sanctions would not be to hurt or contain China, but to try to persuade
Beijing to further reform its domestic policies and moderate its foreign policies.

A comprehensive engagement strategy would not rely on beggar-thy-neighbor,

protectionist policies; nor would we expect to see any sort of quid-pro-quo stipulations on
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engagement and interdependence. Even if the Obama administration continued to object to
some of Beijing’s practices, the White House would not have made engagement contingent on
amending these specific practices. They would have addressed these problems frankly, and
might have even taken actions to punish Chinese infractions. However, there would have been

no effort to impose formal conditions.

Historical Record:

The First Two Years (Big Plans for Big Cooperation):

The Obama administration entered office determined to not only maintain, but to
actually further enhance the degree of bilateral cooperation and amity that had developed
between Washington and Beijing during the Bush years. This reflected the President’s more
general foreign policy aims to build “a new era of engagement”’?! in the hope that a renewed
commitment to multilateral cooperation could restore some of the credibility he felt the Bush
administration had squandered on a foreign policy too heavily reliant on unilateralism.

In particular, Obama and his team viewed China as a critical partner in overcoming the
immediate economic crisis, as well as in building an international framework for peace and
prosperity in the 21 Century. Hillary Clinton said in her autobiography, “It wasn’t in our
interest to turn Beijing into a new Cold War boogeyman. Instead, we needed to find a formula
to manage competition and foster cooperation.”’?? She charged her Deputy Secretary of State,
James Steinberg, with developing a strategy that fit this priority. Steinberg publically unveiled
his strategy in a speech titled “The Administration’s Vision of the U.S.-China Relationship.”

In it he stated:

72 (Steinberg, 2009)
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“The global financial crisis has offered a clear example — both the importance

of the United States and China working together and the real benefits that come

from that cooperation. China and the United States have implemented the two

largest stimulus packages in history — coordinating them with one another and

with other governments around the globe. And as China leads the way with

renewed growth, we are seeing the beginnings of a turnaround in much of the

world.”"?3

Here, the administration is not only celebrating the fruits of cooperation, but also
cheering the resurgence of the Chinese economy, which it viewed as helping drive the global
recovery. The fact that the administration was actually celebrating China’s economic growth
in the wake of the crisis provides a strong testament to how committed Obama and his team
were to a positive-sum agenda. Indeed, the Obama team saw close cooperation with Beijing as
critical to building an international structure that would facilitate long-term peace and

prosperity. Therefore, Steinberg went on to articulate:

“When it comes to the international system, we must ensure that new powers like
China can take their rightful place at the table without generating fear or mistrust. That
means making the institutions more inclusive so that they reflect the world of today,
rather than the world of 1945 or the 1970s, and more effective so that we can
collectively overcome the problems of interdependence. As we pursue these policies,
we will be open to China’s growing role, but we will also be looking for signs and
signals of reassurance from China. If China is going to take its rightful place, it must
make those signals clear.”’?*

This excerpt articulates clearly that there was no concern about China’s rising
economic power. Instead, officials were willing to welcome and facilitate China’s emergence
as a full-fledged great power, so long as it behaved in ways that signaled that it was not
pursuing an aggressively revisionist agenda. This left the administration pursuing a two-step
process. First, the administration would reassure the Chinese that America was rejecting
containment, and was willing to allow China to assume a formal and informal position in the
international community commiserate with its rising power and influence. Second, Beijing

needed to reciprocate by demonstrating to its neighbors and to Washington that its rise was

723 (Steinberg, 2009)
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going to be peaceful and that Beijing was willing to shoulder the burdens of a responsible great
power. As Steinberg describes:

“Strategic reassurance rests on a core, if tacit, bargain. Just as we and our allies must make
clear that we are prepared to welcome China’s “arrival”...as a prosperous and successful
power, China must reassure the rest of the world that its development and growing global role
will not come at the expense of security and well-being of others.”"?

Steinberg and others in the administration were well aware of the ominous record of
relations between existing and rising hegemons, but the hope was that through extending the
olive branch inherent to the first part of this bargain, China would reciprocate by following
through on the second point. In doing so, they might avoid the proverbial security spiral.
Hillary Clinton herself acknowledged that, “in the past, the emergence of new powers has
rarely come without friction,” and that “in this case, the situation was particularly complicated
because of how interdependent our economies were becoming.”’?® Steinberg addressed the
neorealist position directly:

“You all know I’'m a part-time academic, so I can’t resist this part of the speech, but
historians since Thucydides have pointed to a long string of conflicts generated by the
emergence of rising powers that disturb the old order and challenge the existing power
structure and predict the same gloomy future for China’s rise. Political scientists and
IR theorists talk darkly of security dilemmas that lead nations to take actions to protect
their own security against potential adversaries, and that, by taking those actions, fuel
the very conflicts they were hoping to avert.”’?

In this extended theoretical commentary—rare for an actual practitioner—we see that
the administration’s leadership was very cognizant of the risks associated with China’s rise.
However, instead of accepting conflict as inevitable and therefore working to contain China,
the Obama administration feared—as had their predecessors—that this approach would lead
to a self-fulfilling prophecy. Hence, they preferred to accept a more powerful China in the
hopes that assuring Beijing of its position within the international community would also make

it a more peaceful power. In Steinberg’s words:

25 1bid
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“We in the Obama Administration...are ready to accept a growing role for China on
the international stage, and in many areas, we have already embraced it. China, too,
needs to demonstrate. ..that Beijing shares our vision of a new geopolitics of win-win
solutions rather than zero-sum rivalries. Such strategic reassurance and a shared
commitment to building an international system based on mutual trust...will be a great
benefit to us all.”"?®

However, it was not only Steinberg who held this view. This desire for a new era of
engagement is readily apparent in the Joint Statement that Presidents Obama and Hu released
during Obama’s November 2009 trip to Beijing.”?® Thomas Christensen argues that this Joint
Statement followed “in the spirit of Steinberg’s strategic reassurance speech.”’? Christensen
highlights the following paragraph from the “Building and Deepening Strategic Trust” section
of the Joint Statement as particularly reminiscent of Steinberg’s strategic reassurance:

“The two countries reiterated that the fundamental principle of respect for each other’s
sovereignty and territorial integrity is at the core of the three U.S.-China joint
communiqués...Neither side supports any attempts by any force to undermine this
principle. The two sides agreed that respecting each other’s core interests is extremely
important to ensure steady progress in U.S.-China relations.”"!

This sentiment reflects Obama’s desire to usher in a “new era of engagement” that
would tackle a range of global challenges from a multilateral standpoint. Obama and his team
believed that these goals could not be achieved without Chinese cooperation. Therefore,
Obama worked hard (his critics would say too hard) in word and deed to credibly reassure
Beijing that he and his team “do not believe that one country's success must come at the
expense of another.””3 Obama focused on the fact that “because of our cooperation, both the
United States and China are more prosperous and secure.”’® Therefore, he made it clear that
“the United States welcomes China as a strong, prosperous and successful member of the

community of nations,” and that he was fully committed to “deepening engagement...in the
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years to come. "** Like Steinberg and others, Obama acknowledged, “our relationship going
forward will not be without disagreement or difficulty.” Nevertheless, he was committed to
a strategy of comprehensive engagement in the hopes that this would minimize these
differences.

Over time, however, the administration’s “strategic reassurance” approach began to
face critics both inside and outside the administration. One senior official in the administration,
who requested to remain anonymous, described the 2009 statement as “pretty much a total
disaster.””® Those on the outside were more open with their criticisms. Thomas Christensen,
who had served as the Deputy Assistant Secretary of State for East Asia during the last few
years of the Bush administration, agreed wholeheartedly with the importance of engaging
Beijing. However, he felt the joint statement went too far. In particular, Christensen and other
argued that the administration “raised Chinese expectations to an unrealistic level.”"*® For
example, when Obama finally met with the Dalai Lama, Beijing was far more outraged than
they had been when Bush had done the same. Likewise, Secretary of Defense Robert Gates
recalls that the arms sale under Obama generated far more anger from Beijing than comparable
sales under the Bush administration.”®’ This led Christensen and many others to observe:

“Either because the administration realized that the United States was weaker than
before the financial crisis or because the Obama team had a different philosophical
approach to the bilateral relations, it appeared to many Chinese as more
accommodating and sensitive to Chinese concerns than its predecessors.”’3

This speaks powerfully to expectation management. Bush came in to office promising
to get tough with China. When he actually proved willing to cooperate with Beijing, this was

seen as a pleasant improvement from Beijing’s baseline expectations. In contrast, when Obama
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made bold rhetorical calls for a new era of bilateral cooperation above and beyond what was
already a very close and cooperative relationship, this elevated Chinese expectations to an
unrealistic level. When Obama then proceeded with normal policies, the Chinese viewed this
as a disappointing betrayal.”°

The second problem that many critics had with the joint statement and the general
promotion of “strategic reassurance” was that they feared Beijing might interpret these as signs
of weakness or retrenchment. In particular, critics pointed out that while trying to reassure
another country amidst a crisis is a normal and necessary part of diplomacy, “calling for
efforts to reassure China outside the context of any specific problem or crisis” might be
interpreted as appeasement.’#® Without explicitly saying so, the concern from many outside
the administration was that this might be interpreted in Beijing as appeasement.
Unfortunately, these skeptics’ fears were realized. Instead of affirming the administration’s
offer of shared responsibility by reinforcing existing institutions and norms and embracing a
strategy of peaceful cooperation, Beijing decided to do the exact opposite.’!

For example, Hillary Clinton recalls that “President Obama received a noticeably
lukewarm reception during his visit to Beijing” in November of 2009, and that during the visit,
“the Chinese refused to give any ground on issues such as human rights or currency valuation,
and offered pointed lectures on America’s budget problems.”’#? President Hu also proved
entirely counterproductive at the Copenhagen Summit on climate change, and both Clinton
and Gates emphasized that the PLA tactics in the South and East China Seas during this period

became so dangerous that these “standoffs at sea threatened to spiral out of control.”’*® Equally
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as concerning for Gates and others was Beijing’s decision to pour more and more of its
economic muscle into military modernization programs, “including highly accurate anti-ship
cruise and ballistic missiles, diesel and nuclear submarines, anti-satellite capabilities, and
stealth fighters,” which were “designed to keep U.S. air and naval assets well east of the South
China Sea and Taiwan...and target our vulnerabilities.”’** Secretary Gates’ successor, Leon
Panetta, also expressed his concern that Beijing was:

“Beginning to refine how they target their funds towards trying to leap frog us in space,
in regards to their naval capabilities, and probably leap frog with regards to missile
capabilities as well. So there are key areas where they are investing that concern the
United States a great deal.”’®

All the while, China continued to dramatically increase not only the tempo, but also the
scope and sophistication, of their cyber attacks against both military and civilian targets.’#®
The combined effect of this activity led Hillary Clinton and others in the administration to fear:

“We were seeing a new phase in the relationship, with an ascendant and assertive
China no longer hiding its resources and enhanced military capabilities; moving away
from ‘hide and bide’ and toward ‘show and tell.””’747

This observation led many officials to conclude that the administration’s attempt at
“strategic reassurance” in 2009 and 2010 had elicited opportunism and aggression from
Beijing—not reciprocity and responsibility. This assessment ultimately led to the
announcement of the “strategic pivot” and other measures that were characterized as signaling

a firmer approach towards Beijing.’®

The Strategic Pivot:
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Secretary Clinton recalls that it was the 2010 meeting of the Strategic & Economic
Dialogue (S&ED) in Beijing that finally convinced her of the need to change strategies.’” In
particular, she was alarmed to hear Chinese officials at the conference describing the South
China Sea as a “core interest,” which rhetorically elevated this interest to the same level of
importance that Beijing has historically attached to Taiwan and Tibet.”® This was the first time
any such comments had been made in meetings with U.S. officials, and Clinton recalls that,
“On the flight home from the talks, I took stock with my team. | thought China had overplayed
its hand.”"®!

This assessment revealed that the current strategy was not working and that something
had to change with America’s approach. As U.S. Ambassador to Beijing at the time, Jon
Huntsman, put it:

“You know, you try to accommodate China’s growing needs, be sensitive to them, and
then everything backfires. And after a couple of years, you just say, ‘To hell with it.
We got to do something new.”>">2

Even the Treasury Department acknowledged this need for change, with their top
emissary to Beijing, David Dollar conceding, “Yeah basically the initial administration
approach was not working, so we realized we had to change.”” This led to a shift in influence
within the State Department from James Steinberg, who had articulated the initial “strategic
reassurance” approach, to Clinton’s Assistant Secretary for East Asia, Kurt Campbell.”*
Campbell favored a more robust hedging strategy by placing greater priority on relations with

America’s traditional allies in the region, taking a firmer stance on areas of disagreement with
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Beijing, and investing heavily in maintaining the force structure and posture needed to provide
a credible hedge to China’s rapidly developing anti-access area-denial capabilities.”®

While it is certainly true that there was a noticeable shift in the administration’s posture
towards China during 2010, it is important to not overstate this change or misinterpret its
motivation. As Nina Solove states, “The reorientation [Solove’s description of the pivot] did
not aim to slow China’s growth. China’s rise was a given premise of the strategy.”’>®
Nevertheless, the rhetoric surrounding the “pivot” caused many to believe that the main thrust
of the policy was focused on beefing up America’s military presence in Asia as a forerunner
to containing China. While prioritizing defense assets to the Asia Pacific was a component of
the strategy, it was by no means the whole or even the majority of the policy.”’ Clinton herself

described the various components of the strategy this way:

“What does that regional strategy look like? For starters, it calls for a sustained

commitment to what | have called "forward-deployed" diplomacy... With this in mind,

our work will proceed along six key lines of action: strengthening bilateral security

alliances; deepening our working relationships with emerging powers, including with

China; engaging with regional multilateral institutions; expanding trade and

investment; forging a broad-based military presence; and advancing democracy and

human rights.”"®8

Though Secretary Clinton does not say it explicitly, the implicit meaning is that a part
of this strategy would be to place greater priority on hedging China. However, this consisted
of only two of the six aspects of the strategy: “strengthening bilateral security alliances” and
“forging a broad-based military presence”. In contrast, she explicitly lists engaging China as a
key component of the strategy, and makes no mention of anything that resembles economic
containment. Quite the opposite, she talks openly of wanting to expand trade and investment

in the region, and China would undoubtedly be one of the largest (if not the largest) destinations
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for that trade and investment. Nevertheless, Clinton acknowledges, “some in our country see
China’s progress as a threat to the United States; some in China worry that America seeks to
constrain China’s growth.””® However, she follows, “We [the Obama administration] reject
both of those views.” Instead, she asserts they continue to believe “that a thriving America is
good for China and a thriving China is good for America.”"®

Therefore, while Beijing’s assertiveness raised concerns about China’s long-term
intentions, the fact that China did not act on its aggressive threats in the same way that Russia
did in Ukraine meant that these concerns were not sufficient to warrant the imposition of
significant sanctions or the reversion to containment.”® To this end, Doug Paal, who was one
of several outside experts that the Obama administration turned to for advice on China policy,

went to great length to give background for the administration’s decision:

“Beginning in 2010, Donilon began engaging me and various other China people
around DC about how the administration should change its approach to China. It had
been a very bad year, or at least a frustrating year...But Donilon was not looking to
‘contain’ or ‘punish’ China. They just wanted a strategy that would get Beijing
behaving responsibly again.”’%2

Regardless of the intention, however, the impression that many outside the U.S. took
from the announcement was that this was a step towards containment, or at least a far more
adversarial relationship with Beijing. James Jones, who by that time had stepped down as
National Security Adviser, criticized the rollout of the strategic pivot as:

“A foreign policy mistake of the highest order. The Chinese interpreted it as just further
indication that what we are after is a containment policy, which is not true. One of the
things I learned in my military career was to always look at the problem on the table
the way your opponents look at it, and we completely failed to do that in this case.”’®
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Secretary Clinton concedes in her own memoir that the rollout of the new strategy was
not ideal, lamenting that while the emphasis was meant to be on “rebalancing” to Asia, the
media latched on to the idea of a “pivot.” 7% The “pivot” framework carried negative
connotations for allies in other regions who felt the U.S. was abandoning them.”® It also
concerned America’s Asian allies that this might unnecessarily escalate regional tensions, and
it further empowered hardliners in Beijing by reinforcing their argument that America’s long-
delayed containment strategy was finally emerging.’®® However, it proved difficult to shed the
“pivot” lingo. This was not only because the press fixated on it, but also because “the President
loves basketball, so even once they saw what a problem ‘pivot’ was, they still couldn’t get him
to stop using it.”"%’

For the purposes of this project, though, two questions regarding the pivot are of
particular importance: (1) what motivated the U.S. to pursue the pivot and (2) what was the
ultimate goal of the pivot? For each question, I provide two competing explanations—one
material-centric and the other behavior-centric. In terms of the motivation, one could argue
that American foreign policymakers saw China’s rising power as an inherent threat. Regardless
of China’s intentions at the present, eventually they would challenge America for leadership
in Asia, making China’s rise—independent of its behavior—qgravely concerning. The
alternative explanation is that this was motivated by a more general desire to devote greater
time and attention to Asia (economically, diplomatically, and militarily). To the extent that
concerns about China were a major factor in motivating this rebalance, the concerns were not
simply about China’s rising material power, but about real or perceived increases in Chinese

assertiveness. This behavior-centric argument does not deny that material factors are
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important. However, it does argue that this rising power was only concerning in so far as
China’s behavior indicated that Beijing was willing to use these growing capabilities to pursue
an aggressively revisionist agenda. | side with this behavior-centric explanation.

What about the goals of the pivot? The material-centric explanation is that America
wanted to contain China’s rise. The other explanation is that American policymakers were not
trying to contain China’s rise; rather the pivot was a continuation of their desire to shape
China’s rise. All along policy-makers had acknowledged the importance of a carrot and stick
approach to shaping China’s rise. Until the pivot, the vast majority of the focus had been
offering carrots in the form of increased economic and political engagement; but in the face of
continued Chinese intransigence on the economic front and newfound Chinese assertiveness
on the military front, policymakers decided to redouble their investments in the military hedge.
In doing so, however, they did not withdraw the economic carrots. Therefore, | endorse this
behavior-centric explanation as a helpful model for explaining how countries can increase their
investments in hedging while simultaneously expanding engagement.

However, in exploring questions about China’s alleged new assertiveness, one must
engage with lain Johnston’s article, “How New and Assertive is China’s New Assertiveness?”
First and foremost, Johnston agrees that there was an up-tick in concerns about China. Indeed,
addressing these rising concerns is the very premise of his article, and he provides convincing
proof that concerns were, in fact, rising rapidly.”®® He also agrees that these concerns began to
rise not as a result of the rise in China’s overall power, but instead stemmed from the view that
China’s behavior in the 2010-2013 era constituted a “newly assertive” agenda.

Johnston and 1, therefore, agree on these two core questions. Where we differ is on
whether this “newly assertive” label is justified. Johnston argues that China’s actions were

merely a continuation of its long-standing policies, dating all the way back to Jiang Zemin. In
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failing to place China’s actions in historical context, policymakers and the media blew them
out of proportion, creating the misperception of new assertiveness where there actually was
none. According to Johnston:

“The new assertiveness meme underestimates the degree of assertiveness in certain
policies in the past, and overestimates the amount of change in China’s diplomacy in 2010
and after.”"®®

In contrast, | join other scholars like Thomas Christensen’’®, Robert Ross’’?, and Aaron
Friedberg’’? (among others) in contending that policymakers were justified in labeling China’s
actions as newly assertive. In fact, Christensen calls 2010, “Arguably the worst year for
Chinese diplomacy in the reform era.”’”® If | am right, then it was China’s actual behavior that
motivated the increasing concern in Washington. If Johnston is correct, then policymakers’
interpretation of China’s behavior was still the source of their concern, but these interpretations
were incorrect.

To adjudicate this discrepancy, | look first at China’s economic practices and then at
China’s military and security practices. On the economic issues, I agree with Johnston that the
majority of China’s practices were not new. However, as Amy Celico, David Dollar, and
numerous other officials and experts already referenced in this thesis highlighted, some of
these practices, like corporate espionage, reached a new level of scope and sophistication.””
Thus, while not fundamentally new, the severity of the problem increased significantly. Other
practices, like Beijing’s indigenous innovation schemes, were a categorically new step towards

mercantilism. ® Even in the areas where China’s practices were not new—currency
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manipulation, lack of market access in key sectors, illegal subsidies—one has to take into
account different considerations of the status quo.

Johnston adopts the view that the Chinese had been using these practices all along,
which means that there is no change to the status quo. However, | argue that American
policymakers took a different view of the status quo. During negotiations over China’s WTO
accession and the extension of PNTR, American officials set aside many of their concerns
about various Chinese practices in the hope—indeed the expectation—that China would
continue to reform and liberalize as it became further imbedded in the liberal order. Thus, they
did not view the status quo as a snapshot in time, but as an evolving progression towards greater
liberalization.

A helpful metaphor is to think of a rising tide. Johnston’s perspective is to consider the
current water level as the status quo. If the tide comes in and the water creeps up the beach,
then the status quo is violated. Even though China’s economic practices were incredibly
frustrating for Washington, they were not a violation of the status quo. The other view is that
the rising tide is inevitable. Thus, the water creeping further up the beach is normal and
consistent with the status quo. Anything that obstructs the incoming tide and maintains the
water line at its present position is a disruption of the status quo. This has been American
policymakers’ outlook. Bringing China into the liberal order was expected to result in Beijing
wittingly or unwittingly moving towards domestic liberalization and foreign moderation. This
view allows for the tide to come in slower than expected, but it does not allow the tide to be
halted completely, and certainly not reversed.

In this view, China’s practices since 2009 have not just been a slowing of the tide. They
have actually halted its advance and even rolled it back in some areas. According to the causal
beliefs to which American policymakers subscribed, this has been an artificial disruption of

the expected progression of liberalism and hence a violation of the status quo. On the security
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issues, however, China’s actions were not only a departure from policymakers’ expectations
of how China would reform, but indeed a departure from China’s own historical behavior. It
was not just a halting of the incoming tide, but a full reversal. As former Secretary of Defense
Robert Gates says:

“The Chinese are becoming increasingly aggressive in asserting territorial claims over
much of the South China Sea and islands close to Japan...Their cyber attacks are
advanced and getting better, and they are targeting both our military and civilian
networks every day.”’’®

Likewise, Christensen describes the situation:

“China’s reactive assertiveness has been supplemented by the type of proactive
assertiveness we saw in the creation of Sansha City or in the dispatch of the oil rig off
the Paracel Islands. The word on the street in China is that Xi Jinping is more assertive
at home and abroad than his predecessor.”’"’

Johnston disagrees with this point, arguing essentially that China’s actions—while
disappointing—were consistent with its previous pattern of behavior. To demonstrate that
China’s assertiveness is not unique from previous eras, Johnston references three previous
instances of Chinese aggression: the Taiwan Straits in 1995-1996, China’s response to the
Belgrade embassy bombing in 1999, and the EP-3 crash in 2001.7”® However, these are not fair
comparisons.

In the case of the Taiwan Straits, the Chinese were reacting to threats from Taiwan’s
President, Lee Teng-hui, to declare independence. Because the Clinton administration
remained fully committed to the one-China policy, they viewed Taiwan—not China—as
breaching the status quo in this instance. Thus, China was responding to a violation of the
status quo that both America and China recognized. In contrast, the United States has never
acknowledged Chinese territorial claims in the South China Sea. Therefore, even if one takes

the perspective that China has only been responding to the Philippines and other nations, then
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one would still have to acknowledge that Beijing has been attempting to enforce a view of the
status quo that they have known America fundamentally rejects. Therefore, this has been a
violation of the status quo from the American perspective. There is also the simple point that
in the case of the Taiwan Straits, China backed off its military exercises and hushed the rhetoric
shortly after the 1996 elections. In contrast, China has in no way abandoned its position in the
South China Sea. To the contrary, they have redoubled their efforts both in terms of increasing
patrols in the area and expanding land reclamation efforts.

Nevertheless, Johnston is correct that China’s actions during the Taiwan Straits Crisis
were viewed as a disproportionately aggressive response for a status quo or even moderate
reformist state. Accordingly, as demonstrated in Chapter 6, these actions did prompt the
Clinton administration to re-assess its China strategy and to ultimately upgrade various security
partnerships in the region.””

Johnston also lists China’s response to the Belgrade bombing as an example. For
context, on May 7, 1999 during the NATO led campaign in Yugoslavia, an American B-2
bomber mistakenly dropped five bombs on the Chinese embassy in Belgrade. The blast killed
three Chinese nationals and resulted in mass protests throughout China. Of particular
importance to Johnston’s argument, the Chinese government allowed protests outside of the
American embassy in Beijing to spin out of control. Protestors vandalized the exterior of the
embassy, but the compound was not overrun. As Johnston points out, the Chinese
government’s refusal to control the protests was negligent and unacceptable. Nonetheless, this
is hardly a relevant comparison to the South or East China Sea disputes. In the case of Belgrade,
the Chinese were clearly provoked—an American plane had bombed their embassy and killed

three of their citizens. In this context, allowing a group of Chinese citizens to hurl rocks into

7% See pages 166-169 of this thesis.
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an embassy compound does not equate with trying to forcefully assert territorial claims in
international waters that could have significant strategic impacts within the region.

Finally, Johnston lists the EP-3 crisis, in which a Chinese fighter collided with an
American reconnaissance plane. The crash resulted in the death of the Chinese pilot and the
emergency landing of the American plane at the Chinese airfield in Hainan. Even though the
Chinese pilot’s actions were negligent, this was a tactical error from a relatively low-ranking
Chinese officer. In contrast, the recent territorial disputes represent a conscious decision of the
nation’s most senior leaders to employ bullying tactics with their smaller neighbors and
threaten brinksmanship with the United States and Japan. Again, the fact that Beijing was
instructing its pilots to conduct these aggressive intercepts and that it waited over a week before
finally releasing the American crew is not acceptable. And as our theory would expect, these
actions did result in a major re-examination of policy in the early days of the Bush
administration.’® The fact that the conclusion of this assessment was to stick to engagement
is completely understandable, considering that there did not appear to be any long-term
consequences from the matter.

Beyond my specific problems with Johnston’s three cases, | also have some more
general objections. First, all of the previous events that he lists were stand-alone events. After
the 1996 election, all sides backed off in the Taiwan Straits. Less than six months after the
Belgrade bombing, the Chinese and Americans concluded WTO negotiations. Once the
Chinese returned America’s crew and plane, there were no lingering effects of the EP-3 crisis.
Thus, these were all discrete crises that were quickly resolved. In contrast, China has not
backed-off its practices in the South China Sea. Indeed, it has only redoubled its efforts—

particularly in terms of patrols and land reclamation.

780 See Chapter 7.
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Second, consider the impact of time. There were roughly two-year gaps between all of
the events that Johnston lists: 1995-1996 (Taiwan Straits), 1999 (Belgrade Bombing), and 2001
(EP-3 Crisis). In contrast, by Johnston’s own admission, he is trying to justify seven distinct
claims of assertiveness that all transpired in less than a two year period starting in 2009.78!
Therefore, in addition to the severity of the issues in question and their potential long-term
implications, the sheer number of the “acts of assertiveness” in the 2009-2010 period creates a
pattern of behavior far more pervasive than what took place in the late 1990s and early 2000s.
Another aspect of time is the distance between the last event that Johnston lists—the 2001 EP-
3 crisis—and the beginning of renewed Chinese assertiveness in 2009. According to Johnston’s
own timeline, there was roughly an eight-year gap during which there were no major acts of
aggression from Beijing. Consequently, American policymakers’ baselines had firmly shifted
toward a more pacific set of expectations for Beijing. To then see over seven acts of
assertiveness in less than two years represented a major change to the “new normal.”

Third, Johnston does not account for China’s specific military procurements. I have
argued that policymakers are not concerned with rudimentary measurements of the size or
budget of the Chinese military. However, American defense strategists certainly pay attention
to how China prioritizes the allocation of these personnel and funds.’®2 This is particularly true
when resources are increasingly dedicated to developing capabilities and systems designed
specifically to target American military tactics and systems.’® For example, Beijing’s attempts
to build and operate its own aircraft carrier; its pursuit of anti-satellite weapons systems; and
its deployment of cutting-edge surface-to-sea missiles and other anti-access area-denial

weapons systems were particularly concerning to Washington.”* Not only did they view these

781 (Johnston 2013, p. 45)

82 (B. Gates, 2015; R. Gates, 2014; Mahnken, 2015; Panetta, 2015)
783 (B. Gates, 2015; Panetta, 2015; Petraeus, 2014)

784 (B. Gates, 2015; Panetta, 2015)
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specific prioritizations as indicating potentially aggressive long-term ambitions, but they also
feared that they could initiate a global arms race in both the space and cyber domains. This is
particularly worrisome because experts remain divided on whether these domains favor the
offense or defense, meaning that these sorts of arms races could prove particularly dangerous
if some actors believed there was a first-mover advantage.

Finally, it was not just Washington that considered Beijing’s behavior newly assertive.
These concerns were shared in capitals ranging from Canberra to Jakarta to Manila to Hanoi
to Tokyo to Seoul. If anything, East Asian states were the first ones to detect this increasing
assertiveness and were the ones most alarmed by it. However, given the power disparity, they
relied on the U.S. to be their patron in confronting China about these concerns.’ Therefore,
if this was a miscalculation by American policymakers, it was also a mistake made by
policymakers throughout the Western Pacific. Furthermore, the conclusion that Hillary Clinton
and others in the Obama administration reached was not that America should rally these states
and embark on a containment agenda. Quite the opposite, Secretary Clinton concludes her
discussion of the South China Sea disputes by saying:

“The confrontation in the South China Sea in the first two years of the Obama
Administration reinforced my belief that our strategy in Asia must include a significant
effort to upgrade the region’s multilateral institutions. The available venues just
weren’t effective enough for resolving disputes between nations or mobilizing
action...it could feel like the Wild West...where the weak were at the mercy of the
strong.”"8®

Importantly, Secretary Gates clarifies that these institutions were intended to include—
not exclude China:

“In its disputes with neighbors, China always prefers to deal with each country

individually. They are easier to intimidate that way. The United States looks for

opportunities to encourage countries in the region to meet together, including with
China, to address these disputes.”’8’

785 (Huntsman, 2014; Schwab, 2014)
786 (Clinton 2014, p. 68)
87 (R. Gates 2014, p. 418-419)
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Concluding that the response should be increased institutionalization—institutions that
would include China—might fly in the face of realism, but it is exactly what one would suspect
from policymakers committed to a neoliberal internationalist agenda. Nevertheless, the most
damning evidence against Johnston actually comes from one of his own statements. He
references a New York Times article from April 2010 that claimed that during a meeting with
senior American officials, “China had stated for the first time that the South China Sea was a
‘core interest, on par with Taiwan and Tibet.””’®® Johnston concedes:

“If true, this would have signaled a major change in China’s policy toward the area. It
would have been a clear indication that Beijing had dropped the idea of negotiations
over maritime disputes in the region.”"®

However, he then rebuts, “There is no corroborating evidence” that American officials
“were told that the South China Sea was a ‘core interest’ similar to Taiwan or Tibet.”’®
Importantly, Johnston is writing in 2013. In 2014, Hillary Clinton released her memoir, Hard
Choices. In it she recalls:

“My concerns [about China’s intentions in the South China Sea] escalated when | was

in Beijing for the Strategic and Economic Dialogue in May 2010 and for the first time

heard Chinese leaders describe the country’s territorial claims in the South China Sea

as a ‘core interest’ alongside traditional hot-button topics like Taiwan and Tibet. They

warned that China would not tolerate outside interference.””®* (HC hard choices 67-
68)

Thus, America’s top diplomat claims that she heard the Chinese make these statements,
and that it was on this basis that she elevated her concerns about China. Considering that
Johnston himself conceded that if this allegation were true, “This would have signaled a major
change in China’s policy,” Secretary Clinton’s later publication is particularly damning for his
argument. In short, there is strong evidence that policymakers were justified in labeling China’s

behavior in 2009-2011 as “newly assertive.” Regardless of the accuracy of this assessment,

788 (Johnston 2013, p. 17)
78 (Johnston 2013, p. 17)
790 (Johnston 2013, p. 18)
781 (H. Clinton, 2014, p. 67-68)
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however, Johnston and | still agree on the central point that behavior—not relative power—is

what was driving policymakers’ increased concerns regarding China.

Findings:

Assessing the Obama Administration’s Policies:

In light of this historical summary, we need to analyze whether the Obama
administration’s strategy towards China is best classified as containment, conditional
engagement, or comprehensive engagement?

First of all, the evidence presented here demonstrates that the Obama administration
has certainly taken no actions that would indicate a strategy of economic containment. Many
scholars and journalists have pointed to the Obama Administration’s attempts to build the
Trans-Pacific Partnership (which does not include China) as a turn towards containment.

However, Nina Silove powerfully rejects this claim and demonstrates that:

“The intended effect of the TPP, insofar as it related to China, was to raise the bar for
liberalization standards and thereby place greater pressure on China to further reform its
economic system. In this respect the TPP was consistent with the long-term economic
engagement strategy...this element of the reorientation was intended to advance the process of
economic engagement.”’%

In other words, TPP was first and foremost about creating a high-quality free trade
agreement. The Chinese are not in the TPP only because they have yet to meet the standards
of the TPP.” A good example of this fact is captured in the below exchange with the Obama
administration’s ambassador to China, Jon Huntsman. When I asked Ambassador Huntsman
whether the motivation behind the TPP was to exclude or isolate China, he responded
unequivocally:

“Containment was not the motivation for the administration’s thinking at all, but the
Chinese see containment in everything we do. So we try to do a trade agreement with

92 (Silove, 2016, p. 84)
%8 (Dollar, 2014; Huntsman, 2014; Podesta, 2014; Steinberg, 2014)
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many countries in the region, and they say, ‘Ah-ha! Here is evidence of the U.S.
attempting to isolate us economically.” But the fact of the matter is that some
countries are simply ready to accept a higher standard of trade, and we saw no need
to hold back from that simply because China was not ready.”’*

However, the officials with whom | spoke said that their hope was that China would
continue to liberalize to the point that they could meet these standards.’®® Matthew Burrows,
who served in a variety of influential positions on the National Intelligence Council, provided
a good summary of this thinking:

“It's not logical to keep China out of the TPP. They are the biggest trading nation in
Asia, so if they are not eventually in, I think there is some question over how big of a
deal TPP is ultimately going to be in the long run. If you're trying to promote America’s
geopolitical position, it would be a great boost to get them in because it means that
they will have to play by the rules.”’®

Secretary Clinton herself stated, “The TPP became the signature economic pillar of our
strategy in Asia, demonstrating the benefits of a rules-based order and greater cooperation with

the United States.”’®’

Thus, the Obama administration was clearly not pursuing containment, but does
comprehensive or conditional engagement better describe their approach? Here, too, the
answer is rather straightforward: the administration never made an attempt to place formal or
informal conditions on engagement or trade. TPP was not an example of conditional
engagement, any more than admitting China to the WTO or any other multilateral regime is an
example of conditional engagement. Conditional engagement says, “We will not continue to
engage with you unless you do X, Y, and Z.” In contrast, what TPP and other similar

multilateral agreements are saying is, “We will continue to maintain our current level of

% (Huntsman, 2014)

795 (Senior Administration Official, 2014; Dollar, 2014; Huntsman, 2014; Paal, 2014; Podesta, 2014)
796 (Burrows, 2015)

97 (H. Clinton, 2014, p. 78)

299



Chapter 8

engagement, but if you want to enter into this higher-quality trade regime with far deeper
degrees of interdependence, then you have to agree to the same terms that every other member
of this group has agreed to.” Indeed, if the TPP is to be considered an example of conditional
engagement because the U.S. and other potential members expect China to agree to the same
terms as every other member, then every single international institution (economic or
otherwise) is an example of “conditional engagement”. However, if we rely on the more
standard definition that conditional engagement is when the U.S. threatens to cut-off or
severely curtail existing engagement unless China concedes to a list of Washington’s demands
(usually pertaining to domestic political reforms), then the TPP bares no resemblance
whatsoever to conditional engagement.

In fact, anytime relations were severed (as in the wake of the Taiwan Arms sale), they
were restricted to military relations. Furthermore, it was the Chinese who broke off relations
in this instance, despite repeated calls from Secretary Gates and other American officials to re-
instate them. Instances like the tire tariff are also not indicative of a conditional approach.
Obama was not telling the Chinese, “Stop doing this, or we will not trade with you.” Instead,
he was saying, “You cheated in this area, so we are imposing a commiserate punishment
sanctioned under our bilateral agreement.” Punishing another actor for breaking the rules,
especially when those infractions impose not just a relative, but also an absolute cost on one’s
companies or overall economy is perfectly compatible with a strategy of comprehensive
engagement. Indeed, if the liberal international order is to continue functioning, it requires
someone to enforce the rules of the game. To this effect, Ambassador Huntsman emphasized:

“Someone has to help China in following the rules of the road. As they mature, you
want to make sure that they do so in keeping with certain standards. Whether you like
it or not, the United States is about the only keeper of those standards because nobody
else can get the Chinese to behave a certain way through a trade agreement.”’%

798 (Huntsman, 2014)
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As Ambassador Huntsman’s statement emphasizes, policymakers felt that for the good
of the liberal order, someone had to make sure that its largest new member played by the rules.
They also accepted that given China’s size, America was the only nation willing and able to
play this enforcement role. Consequently, to ignore Chinese violations would be an abdication
of a critical responsibility that policymakers believed only America could fulfill. Echoing this
sentiment, Secretary Clinton stated:

“When we disagree, they believe it’s because we fear China’s rise on the world stage
and want to contain it. We believe disagreement is a normal part of our
relationship...We have no interest in containing China. But we do insist that China
play by the rules that bind all nations...We should follow a time-tested strategy: Work
for the best outcome, but plan for something less.””®

Secretary Clinton’s statement not only highlights the fact that one can impose
punishments while remaining fully committed to a strategy of comprehensive engagement. Her
statement also acknowledges that fully committing to economic engagement does not preclude
America from also making investments in the military and diplomatic arenas to hedge these
bets. To the extent that there was a greater focus on this military hedge for the Obama
administration than in previous administrations, it was a result of both the PLA’s rising
offensive capabilities and Beijing’s increasing political assertiveness. As | acknowledged in
the introduction, material calculations do weigh heavily in policymakers’ decision of when and
where to invest in hedging. However, hedging and containment are not two sides of the same
coin. Instead, there are many instances when American policymakers have elected to pursue
one and not the other. Thus, the best summary of the Obama administration’s strategy is one
fully committed to comprehensive engagement, but also willing to invest heavily in
maintaining the defense capabilities and posture to hedge these economic bets. These findings

are reflected below in Table 8.1.

Table 8.1

%% (Clinton 2014, p. 100)
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Obama Administration’s Position on Engagement

Policy Area Preferred Approach
Overall Approach Comprehensive Engagement
Response to Crises Comprehensive Engagement
Handling Congress Comprehensive Engagement

Why such strong support for engagement?
As in the previous chapters, we now turn to an analysis of which factors best explain
the administration’s strong commitment to liberal engagement, even amidst mounting

concerns about China’s long-term intentions.

Cost-Benefit Analysis:

In the theory chapter, we specified that policymakers had three main priorities in their
CBA: 1) maximize the benefits of trade and interdependence, 2) minimize the chance of
conflict, and 3) minimize the potential cost of conflict. We then hypothesized that if
policymakers could not achieve all three of these goals, they would prioritize the first two. As
the probability of conflict grew smaller, the cost of conflict became less relevant. This only
reinforced policymakers’ preference for comprehensive engagement, which they believed
would maximize the benefits of trade and minimize the chance of conflict.

On the first priority, maximizing the benefits of trade and interdependence, engagement
was viewed as the clear winner. As a senior economic official described:

“The first and foremost motivating factor behind engagement was U.S. economic
advancement—creating opportunities for our entrepreneurs, our innovators, and our
workers. A supporting consideration was that by strengthening reformers in China, this
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could accelerate changes to their model, which would have benefits for U.S. interests
in the international economic arena. The goal was to reinforce China’s interests as a
stakeholder rather than a spoiler in the international financial and trade systems.”8%

On the second and third priorities, CIA Director and Secretary of Defense, Leon
Panetta, emphasized that neither the cost nor the probability of conflict with China were as
great as they had been with the Soviets. This was because unlike the Soviets, who had
incredibly expansive aims:

“China doesn't want to be a super power that can dominate the world in a military

sense...They don't want to play the role of the United States in trying to provide

leadership where there is chaos. What they do is focus on the inner kingdom. That's

what they care about. It actually makes it difficult for us, because we often want China

to play a bigger role in dealing with the world, which is facing a lot of crises right
now.”80

Here the Secretary of Defense is saying that he wanted China to play a more active role
in international affairs. One can hardly imagine any Secretary of Defense during the Cold War
saying the same of the Soviets, which highlights how far from containment the administration’s
thinking was. China was not seen as having the sort of expansive and revolutionary aims that
intrinsically present a security threat to America. Of course, policymakers recognized that the
U.S. and China might find themselves embroiled in conflict, but because of China’s more
limited aims, policymakers did not believe this to be a forgone conclusion the way it had been
with the Soviets. Beyond the lack of revolutionary aims, Panetta and other calculated:

“The Chinese understand that any kind of conflict jeopardizes their economic position,
and I think that for the Chinese front and center is the ability to continue to have a
strong economy.”8%2

Joe Nye provided a concrete example of this logic:

“In 2009, the Obama administration sold arms to Taiwan. The PLA was furious as
were some other officials, and they said that they should punish the Americans by
dumping dollars. The China Central Bank and the other top officials said, ‘No way!
In punishing the United States, we’ll wind up punishing ourselves.’”8%

800 (Senior Administration Official, 2014)
801 (Panetta, 2015)

802 (Panetta, 2015)

803 (Nlye, 2014)
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The fact that the intense economic interdependence prevented the military from taking
a more aggressive response than it might otherwise have is exactly the kind of constraint on
aggression that policymakers hoped interdependence would have. In contrast, many
policymakers, like Deputy Secretary Steinberg, were also simultaneously worried that
containment could lead to a self-fulfilling logic.

“In the face of uncertainty, policymakers tend to prepare for the worst, to focus on the

potential threat down the road. And of course, some of that is necessary. But we also

have to make sure that by preparing for the worst, we don’t foreclose positive

outcomes; that we leave ourselves open to the positive, and avoid the trap of self-

fulfilling fears. Your volume quotes my predecessor, Deputy Secretary Armitage, as

saying, ‘Nobody, including the leadership in China knows how it’s (China’s

development) going to come out. If it comes out badly, this is bad for us; if it comes

out well, it can benefit all of us. And that’s what we must dedicate ourselves to.” A
wise man that Deputy Secretary!”8%

In other words, we see Deputy Secretaries Armitage and Steinberg employing a CBA
that, as expected, prioritizes reducing the chance of conflict through economic engagement,
while relying on a military hedge to mitigate the potential costs of conflict, should it arise. As
Secretary of Defense and CIA Director, Leon Panetta, put it:

“I think our view is that we've got to continue to help China economically and ensure
that they continue to develop. At the same time, it was true in the Clinton
administration and the Obama administration that we're not going to back off of our
military readiness in dealing with China. We're going to continue to strengthen that to
make sure that we have some insurance if in fact we find ourselves in some kind of
crisis.”8%

Likewise, Secretary Robert Gates acknowledged that the goal of American policy with
respect to China was “to sustain our partnership in certain areas [for example, economic] and
keep competition in other areas from becoming adversarial.” However, in the next sentence he
specifies that as a complement to this engagement strategy:

“A robust American air and naval presence in the Pacific, especially in East Asia, will
continue to be necessary to reassure our allies, but also to ensure the peaceful resolution
of disputes.”8%

804 (Steinberg, 2009)
805 (Panetta, 2015)
806 (R. Gates 2014, p. 528-529)
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As these quotes demonstrate, policymakers did not see any incompatibility in a strategy
that fully endorsed comprehensive economic engagement, while simultaneously making
substantial investments to maintain the military superiority needed for a credible and robust
hedging capability. In fact, if there was any “orthodoxy” as prevalent in the foreign policy
establishment as the neoliberal faith in economic engagement, it was the maximum of
President Ronald Reagan “peace through strength.”®’ Therefore, policymakers relied on a
CBA, which concluded that economic engagement, coupled with military hedging, as the best
strategy for maximizing the benefits of trade and reducing the chance of conflict.

Indeed, this chapter finds that like its predecessors, the Obama administration’s
decision-making calculus fit with the basic heuristic outlined in Chapter 2. This heuristic
asserted that if policymakers calculate that the expected benefits (Be) minus the expected
probability of conflict (Pe) multiplied by the associated costs of conflict (Ce) for engagement
are greater than the expected benefits (Bc) minus the expected probability of conflict (Pc)
multiplied by the associated costs of conflict (Cc) for containment, then policymakers are
likely to prefer engagement. In other words, because Obama administration officials calculated
that for relations with China Be — PeCe > Bc — PcCec, they opted for engagement. Because
this CBA was the mechanism through which policymakers evaluated their strategy, it is
necessary to understanding policymakers’ decision-making process and hence warrants

classification as a causal factor.

Neoliberal Causal Beliefs:

However, the CBA explanation is only a framework. To understand how that
framework is operationalized requires considering the causal beliefs that policymakers brought

to this framework. Here, as in previous administrations, policymakers relied on a powerful set

807 (Freidel & Sidey, 2006)
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of neoliberal causal beliefs about the moderating and liberalizing effects of engagement and
interdependence. A good example of the relationship between this CBA and the neoliberal
beliefs undergirding it is provided by the following quotes from General Jones, who was
President Obama’s initial National Security Adviser. In terms of the cost-benefit calculations,
Jones said:

“The thinking was that by engaging with them economically, over time we could
dissuade them of the competitive, adversarial relationship. So I’m not nearly as
concerned about China 20-30 years from now as I am concerned about China today.”8®

The source of Jones’ optimism for relations with China in 20-30 years is rooted in the
belief that the liberal forces to which China is exposing itself as a result of engagement will
transform China into a more liberal state with a more free-market economy. When this
happens, China’s size will no longer be a threat because those nations within the community
of liberal, free-market democracies are not a threat to one another. In Jones’ words:

“I don’t think that in the long term this modified capitalist approach will ever be in
sync with the communist ideology. | think ultimately people will want the freedom
capitalism gives them, and that will be manifested in the political spectrum at some
point.”8%°

Many economic experts in the administration, including David Dollar, who served as
the Treasury Department’s primary emissary in Beijing, also endorsed this view.

“There are lots of historical examples of countries that have risen up to about 25% of
U.S. living standards. That’s about where China is now in purchasing power parity
terms. There aren’t too many historical examples of countries that go further...except
for ones that are democracies with good civil liberties.”81

However, policymakers did not just believe that engagement would guarantee peace in
the long-term by eventually transforming the fundamentals of China’s internal structure. They
also believed that in the meantime, the benefits that China reaped from its trade with America

and the liberal order more generally would provide powerful incentives for Beijing to not

808 (Jones, 2015)
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behave in ways that might jeopardize their access to these critical overseas markets. As
Secretary Panetta described:

“From the United States' perspective, the more we build their economic strength, the
more we can build that relationship between the U.S. and China so that it can be a very
important factor in influencing China with regards to their military ambitions. The
hope is that the more that they improve their economy, and if they at least have a
capitalist economic system working through a communist country, that can deter them
from doing something that could be confrontational.”8!!

The confidence in engagement’s moderating effect in the short-term and its liberalizing
effect in the long-term both stem from a belief that China is not fundamentally different from
other states in East Asia. This led one senior administration official to surmise:

“It would've been both unrealistic and counterproductive to contain China's economic
rise. | think every serious analyst believes that China has to be part of the community
of responsible nations that work together to try to create a more stable international
environment. Having dire poverty in China is not a winning strategy if it means a
leadership in China that is not secure enough to introduce economic and political
changes domestically, and to partner with the U.S. internationally. The strategy was
always clear eyed that China would continue to follow the same course that its
neighbours had followed in terms of adopting technology and raising the lives of
hundreds of millions in extremely poor rural communities by moving into
manufacturing and ultimately service jobs. They would also need to educate the
population, connecting them to international communications and ultimately to
international, Western media and ideas. All of those things were very much in our
interests. | had never seen an economic containment strategy that was coherent or
plausible, or had the least chance of succeeding.”8

As the above quote highlights, the other side of believing that China is likely to remain
peaceful as long as it is growing rich off of the liberal order is the fear that economic failure in
China would fuel nationalism and instability. Thus, one senior administration official justifies
the importance of encouraging China’s economic growth by saying, “On the security side, we
wanted a country with a middle class that had the self-interest and the capacity to check
ideological excesses.”'® This led many officials, like Matthew Burrows, who was the Director

of Analysis on the National Intelligence Council to conclude:

811 (Panetta, 2015)
812 (Senior Administration Official, 2014)
813 (Senior Administration Official, 2014)
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“The best scenario is a strong U.S. and a strong China. A strong China is going to
spend more on its military, but if both the U.S. and China are weak, they are likely to
lash out against the other.”8

Indeed, Burrows attacks realism and Mearsheimer explicitly by emphasizing just how
important these core causal beliefs are to American foreign policy elites:

“It's (containment) not the American way. It goes back to what we originally thought
about the international system. It should be for people to rise up. It isn't there to keep
others down. It would be hard for any president a decade or two ago to engage in what
Mearsheimer is talking about. | don't see how you do it and maintain your own
credibility in the world.”8'®

Therefore, far from China’s size motivating containment, Steinberg concludes, “Given
China’s growing capabilities and influence, we have an especially compelling need to work
with China to meet global challenges.”®'® The idea that China’s growth and the importance for
engagement are positively correlated is, of course, the opposite from what neorealism expects.
Thus, in this section, | find evidence for two claims. First, that structural realism cannot account
for American foreign policymakers’ decision and priorities with respect to China. Second, that
to fully understand policymakers’ ultimate preference for engagement requires first
understanding the neoliberal causal beliefs undergirding their CBA. This makes these

neoliberal beliefs necessary, and elevates them to a causal variable.

Path Dependency:

As the breadth and depth of interdependence continued to grow over time, the costs of
trying to disengage from China also continued to rise. Consequently, by the time the Obama
administration assumed office, path dependency had become an incredibly powerful factor in
America’s approach to China. As one senior economic official said of the choice about

containment or engagement, “Once we passed WTO accession, we had already kind of ‘gone

814 (Burrows, 2015)
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to the Mount’ with China.”8!” Deputy Secretary Steinberg also referenced the power of path
dependence in his speech on strategic reassurance:

“The first eight months of the Obama Administration [have been] building on the
important efforts of our predecessors —and | want to stress the importance of continuity
in the U.S.-China relationship, which has brought us to this very important stage today
— have provided solid evidence that...this approach [strategic reassurance] can bear
fruit.”818

Likewise, Secretary Clinton described the administration’s aim by saying: “We seek to
build upon a strong tradition of engagement by presidents and secretaries of state of both
parties across many decades.”®!® Thus, it is certainly true that the Obama administration was
building on the policy of its predecessors. It is also true that trying to abandon this legacy of
engagement and strike out on containment would have been far costlier for the Obama
administration than previous administrations given the degree of interdepended that had been
reached.

However, while it is important to not understate the importance of path dependence, it
is equally important to not overstate its importance. In particular, it became very common
during the later days of the Bush administration and the early days of the Obama administration
to talk of Economic Mutual Assured Destruction (EMAD).8%° As mentioned in the previous
chapter, the public narrative surrounding this concept was that China—as a consequence of its
large reserves of treasury notes and other dollar-denominated assets—was holding the United
States hostage. Washington wanted to take a tougher stance with Beijing, but could not do so

because if Beijing dumped American debt, it would wreck America’s already fragile economy.

817 (Senior Administration Official, 2014)

818 (Steinberg, 2009)

819 (H. Clinton, 2011)

820 See pages () in Chpt # for more detailed discussion on EMAD.
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However, this implication was exactly the opposite meaning that Larry Summers and others in
the administration meant to convey.®?! As Steinberg points out:

“People in the public thought this EMAD meant that China was gaining additional
leverage, when the message Summers and others were trying to convey was one of
reassurance that China couldn’t use these holdings to cripple or blackmail us.”8?2

Indeed, Summers himself clarified that the intent behind the statement was
actually to convey that the Chinese could not credibly deploy their holdings as leverage
because dumping these holdings would hurt the Chinese economy as much or more
than it would hurt the American economy:

“People used to say, ‘Well Eisenhower used sovereign debt holdings as a mechanism
to compel the French and British in the Suez crisis.” The difference is that in that case,
the negative impact to America of dumping these assets would have been very
minimal. In contrast, if the Chinese were to dump American debt, they would get hurt
just as much or more than we would—even if the U.S. did not retaliate.”®%

Jon Huntsman, who was serving as the Ambassador in Beijing at the time,
acknowledged, “In a sense it (the relationship) was too big to fail. There was a sense
of implied mutual assured destruction economically if the relationship ever failed.”
However, he then went on to agree with Summers, Steinberg, Dollar, and others that:

“There was never a threat that they would discontinue buying our debt or treasury
instruments...We are the largest market in the world, and it is not like you can go to
Latvia or Lithuania or Estonia and park your money there. What are your options?
You don’t have any. So, the economic relationship really was ‘too big to fail.”824

Huntsman’s quote also highlights the fact that not only would dumping these
dollars hurt China in the short-run. It would also hurt them in the long run, because
they had nowhere else to funnel the massive capital account surpluses that their export-
led growth model was generating. Without the ability to trade these RMB for another

reserve currency, the RMB would undergo a significant appreciation, and avoiding this

821 (Haenle, 2014; Paal, 2014; Steinberg, 2014; Summers, 2014)
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appreciation was one of the primary motives to purchase the T-bills in the first place.
David Dollar and another lead official from the Treasury Department described their
perspective on China’s holdings this way:
Dollar: “So you’ve got a couple trillion dollars of US dollar denominated assets. Trying
to bring those back into RMB would have a massive appreciation effect on their
currency. They accumulated them in the first place to avoid that appreciation. So trying
to undo that quickly would just shoot them in the foot. And what are they going to do
after that? Are they going to buy gold? You can’t buy a couple trillion dollars’ worth
of gold. Frankly, other countries bond markets just aren’t big enough to absorb that
kind of money.”8%
Other official: “China accumulated a massive portfolio of treasuries and GSEs because
they were trying to manage their exchange rate, full stop. In order to maintain a tightly
managed exchange rate, they had to invest in dollar-denominated securities. It was

hugely in their interest to avoid destabilizing the international financial system at that
time. 82

In contrast to the fact that the Chinese really did have to buy American
treasuries, the Americans had plenty of other customers. This gave them considerable
more flexibility, and meant that if anyone had a negotiating advantage as a consequence
of China’s reserve holdings, it was the U.S.—not China. As Steinberg described:

“If the Chinese had not bought our treasuries, someone else would have. Precisely
because we were in an economic crisis, people wanted secure and safe investments.
Treasuries were and still are the safest investment. So even if the Chinese had stopped
buying the treasuries, there probably would not have even been any substantial increase
in the interest rates.”®’

Where does this leave us? As Ambassador Huntsman and others acknowledged,
it is true that a violent disruption of the economic relationship between the U.S. and
China would have proven disastrous for both the U.S. and China. This is because the
degree of interdependence had reached such an extreme level that the two nation’s
economic fates—particularly in the aftermath of the financial crisis—really were

linked. So path dependency did play a powerful reinforcing role in the sense that

825 (Dollar, 2014)
826 (Senior Administration Official, 2014)
827 (Steinberg, 2014)
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policymakers knew that trying to disengage or contain China would bring enormous
costs to the American economy.

However, as in the previous administrations, path dependence is not necessary
in order to explain the Obama administration’s preference for engagement. If path
dependence were necessary, and hence warranted classification as a causal factor, we
would need to show that the administration wanted to pursue containment and only
backed away from this strategy because the Chinese threatened to retaliate in a way
that was prohibitively costly for the Americans. This would be the EMAD argument.
In reality, however, neither of these stipulations is met. Most importantly, the
administration had no desire to pursue containment in the first place. Second, Beijing
never made any threat to use its holdings against the U.S., and even if they had,
American policymakers would not have considered this a credible threat. Therefore,
path dependence is a powerful reinforcing factor because the cumulative
interdependence between the two countries assured massive costs would be entailed in
trying to switch to containment. But it is not a causal factor, and the public

interpretation of EMAD, “Sounds good, but didn’t have any connection to reality.””8?

Futility of Unilateral Containment:

This argument is essentially that America would not have had partners in trying to
contain China, and that an attempt at unilateral containment would have been futile. Let’s
examine the first part of this factor: would the U.S. have had partners in trying to contain

China? The answer is that short of a clear provocation, there would not have been significant

828 (Senior Administration Official, 2014)
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international support. Matthew Burrows, who served as the Director of Analysis on the
National Intelligence Council, emphasized the difficulty America would face in building a
major coalition for containment by pointing out that:
“Europeans don't consider China as a security threat...But they do have big economic
interests in the region, and they're not going to be dissuaded by the U.S. saying for
example, ‘you shouldn't join the AIIB.” If the U.S. tried to orchestrate a worldwide
coalition like what we did in Kuwait, you may be able to convince Vietnam and Japan,
and India, and some of these who are already concerned about China's rising power.

But the Europeans. ..not so much. That's going to affect the U.S. position if it can't pull
its oldest partners and allies.”8%°

Likewise, National Security Adviser, James Jones stated:
“China was an economic reality, so you’re not going to be able to stop it. The best you

can do is shape it. By shaping it, you can maybe influence its behavior on the world

scene. But [ don’t think I ever heard anyone talk about, ‘Okay we are going to contain
China.>”8%0

James Steinberg argued that in addition to sanctions and other attempts to
constrain the Chinese economy:

“Maybe we could have tried to replicate the Reagan approach to the end of the Cold
War; start an arms race and just spend them into oblivion. Maybe we could do that, but
it would have huge economic costs...not to mention the strategic costs. It would be
sure to turn China into an adversary when that would not necessarily be the case
otherwise.”8%!

Steinberg’s quote gets at more of the nuance behind this explanation. It is not
that containment would have been futile in the sense that it would have had zero effect
on China’s economy. No policymaker or China expert would deny the importance of
the American consumer market to the Chinese export-led growth model. Therefore,
even unilateral sanctions and containment would have had a negative impact on
China’s economy. However, it would also have had a seriously negative effect on the

American economy, and would have guaranteed China’s development as an aggressive

829 (Burrows, 2015)
830 (Jones, 2015)
831 (Steinberg, 2014)
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revisionist power.832 Hence, it was not a prudent policy from a cost-benefit standpoint.
However, this more nuanced calculation of prudence fits better with our CBA
explanation.

Therefore, it is true that short of a major provocation, it is unlikely that the Obama
administration would have been able to organize anything even remotely resembling a global
consensus for economic containment of China.?*® Unilateral sanctions would have restricted
the pace of China’s economic rise, but it would not have prevented it all together. 84
Furthermore, this would have only assured China’s development as an aggressively revisionist
state. Therefore, the absence of allied support for containment was a reinforcing factor.
However, because there was no desire to pursue containment in the first place, and because
unilateral containment efforts would have still exacted substantial costs on the Chinese, this

explanation is not necessary and hence does not meet the threshold for being a causal factor.

Corporate Hijacking:

As with the futility argument, for corporate hijacking to be a causal factor, requires
demonstrating that the administration wanted to pursue containment, but was prevented from
doing so because of powerful corporate opposition. First of all, it is important to remember
that during the first Obama administration, many U.S. businesses began to sour on China as
Beijing continually failed to enforce intellectual property rights, refused to open greater market
access for American firms, and used its intelligence agencies to mount increasingly expansive
and damaging corporate espionage attacks on behalf of Chinese state-owned enterprises.®%

Thus, while it is certainly safe to say that the majority of the business community would have

832 (B. Gates, 2015; Lord, 2014; Summers, 2014)

833 (Burrows, 2015; Dollar, 2014; P. Feaver, 2014; Gordon, 2014)
834 (B. Gates, 2015; Panetta, 2015)

835 (Celico, 2014)
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strongly opposed containment, there were a growing number of business leaders who were
increasingly open to a tougher approach to Beijing, signaling an end to the unequivocal
euphoria over the promises of the Chinese market in both the public and private spheres.8%®

More importantly, though, Obama’s support for engagement and interdependence was
not wholly or even primarily the result of corporate lobbying. Instead, the administration
favored engagement because they also believed that their economic and strategic interests were
linked in a mutually reinforcing way. In reflecting on this connection, Secretary Clinton
endorsed one of the key tenants of neoliberalism’s belief in engagement by saying:

“Increasingly, economic progress depends on strong diplomatic ties, and diplomatic
progress depends on strong economic ties. And naturally, a focus on promoting
American prosperity means a greater focus on trade and economic openness in the
Asia-Pacific.”®

Thus, there was a strategic rationale for engagement and interdependence, independent
of the admittedly important economic justifications. Indeed, David Dollar says:

“When I talk to members of Congress, I don’t try to make the economic argument

about why this integration with China is important. | make a strategic argument that

it’s important for the U.S. to have this peaceful, cooperative world where people follow

rules and have successful international institutions.”8%

Finally, several policymakers indicated that even if corporations were capable of
ensuring support for the President’s engagement strategy in normal periods, they doubted
whether this support would be enough to avoid a major response if China took actions similar
to those of Putin in Crimea. An example of this is found in Matthew Burrows’ response to my
question about how the U.S. might respond to Chinese actions that resembled those of Russia
in Ukraine:

“Even though China represents a bigger economic interest for the US, if they seize

territory militarily, I'm not sure that we wouldn't do something. A Republican
President and even Democratic, | mean Mrs. Clinton would be under enormous

836 (Dollar, 2014; Huntsman, 2014)
837 (H. Clinton, 2011)
838 (Dollar, 2014)
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pressure. I'm not sure that you could do what the first George Bush did after
Tiananmen. 8%

Despite all of this, it is undeniable that the business community, on the whole, remains
supportive of the neoliberal engagement strategy that every president since rapprochement has
favored. It is also true that these business leaders continue to be powerful partners in helping
the executive branch secure support for engagement in an otherwise anti-China congress.84
To that end, corporate influence continued to play a powerful facilitating role in helping
President Obama secure congressional approval for his engagement strategy. However, it is
not a necessary factor because the Obama administration favored engagement for a range of
strategic reasons that were quite independent of corporate motivations. Thus, it is a powerful

facilitating factor, but does not rise to the level of a causal factor.

Policymakers Miscalculation:

The final explanation that we considered is that policymakers simply made a mistake.
Had they known how fast China would grow or how intransigent Beijing would prove in
resisting reform, they would have been more open to a containment strategy. For previous
administrations, we demonstrated that policymakers did systematically underestimate how fast
China would grow and overestimate how much reform engagement and interdependence
would spark in China. Policymakers acknowledged these miscalculations. However, they
maintained that knowing how quickly China would grow would only have strengthened their
resolve to pursue engagement.®*! Similarly, they argued that even if this engagement strategy

has not produced the sort of comprehensive reform that they had hoped, they still believed it

83% (Burrows, 2015)
840 (Celico, 2014; Hastert, 2015; Kapp, 2014; Podesta, 2014)
841 (Kimmitt, 2014; Rosen, 2015; Rubin, 2014)
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was the right strategy.®*? To the extent China has pursued aggressive policies of late, they fear
Beijing would have been all the more aggressive if the U.S. had pursued containment.®* Thus,
even if the present outcome is less than they had hoped for, it is still better than if they had
pursued containment.

It is harder to make these assessments for the Obama administration, simply because
they are still in office, so there has not been the temporal distance required for them to examine
the ultimate outcome of their policies. There are nonetheless two noteworthy points regarding
this line of explanation. First, as highlighted earlier in this chapter, there were many criticisms
from individuals both inside and outside of the administration that the initial “strategic
reassurance” had wrongly signaled that the U.S. would be more reticent to challenge Chinese
assertiveness than it had previously been. Several of these critics argued that this motivated
Beijing to pursue a more adventurous foreign policy, which resulted in backlash from
Washington in the form of the strategic pivot.84

They also criticize strategic reassurance as increasing expectations that the Obama
administration would prove more accommodating in traditional disputes with Beijing on issues
ranging from Taiwan to Tibet to freedom of navigation. When the Obama administration
followed through with normal practices, it elicited far sharper responses from Beijing because
of their increased expectations.®*® This result is noteworthy for three reasons. First, it highlights
the importance of expectation management. Second, it shows that the Obama administration
was not blindly following its ideological notions. Instead, when its initial strategy backfired, it
re-evaluated instead of doubling-down. Finally, it affirms our Hypothesis 4 that behavior is

what causes policymakers to re-assess their default neoliberal beliefs because these doubts

842 (Baker, 2014)

843 (Christensen, 2015; Wolfowitz, 2015; Zoellick, 2014)

844 (Christensen, 2014; Dollar, 2014; Huntsman, 2014; Slaughter, 2014)
845 (Christensen, 2015)
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about China only began to emerge after the notably assertive turn in Beijing’s behavior that
took place in the first two years of the administration.

The recent slow-down in the Chinese economy has also re-awakened questions about
the long-term prospects of China’s economic rise, and has reinforced many policymakers’
belief that China will not, in fact, pass the U.S. in terms of any meaningful measure of power
and influence. For example, Charles Wolfe, an internationally renowned expert on China and
the Rand Corporation’s long-time Senior Economic Adviser expressed his belief that, “It's
more than likely that the crossover in real GDP will not occur in your lifetime, let alone my
lifetime.””8*® The explanation that he and others have provided for this assessment range from
a review of demographic changes in both the U.S. and China to mounting environmental
challenges facing Beijing to rising levels of debt and dependency in both the private and public
sectors in China.®’

Indeed, numerous officials expressed their belief that China would not be able to escape
the so-called “middle income trap” without undergoing a comprehensive reform of both their
economic and political structure. For example, when | went back to Daniel Rosen for quote
approval in April 2016, he wanted to reiterate his belief that China cannot truly surpass the
U.S. unless it liberalizes more fully:

“In the 12 months to April 2016, China’s attempt to maintain an outmoded political
system to manage high-income economic conditions has caused a capital markets
crisis. $1 trillion in net foreign exchange outflows, rapid decline in RMB value
expectations, bond defaults, and a general fall in confidence about China’s future
economic prospects. Our Clinton-era working-hypothesis that economic distress
would befall China if it resisted political evolution is validated, and the question now
is whether Beijing will chose to keep its politics and tolerate the gathering economic
deterioration, or shed its command and control skin to get back on track to a more
prosperous future.”848

Reflecting these assessments, Secretary Clinton confidently asserted:

86 (C. Wolf, 2015)
847 (C. J. Wolf, 2015)
848 (Rosen, 2015)
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“Despite its impressive economic growth and advances in military capacity, it [China]
had not yet come close to surpassing the United States as the most powerful nation in
the Asia-Pacific. We were prepared to engage from a position of strength.”84°

In short, it is too early to tell how the administration will reflect on its overall policies
once it has had at least five to ten years to observe their results after leaving office. At this
point, therefore, it is best to simply label this as an uncertain factor. Nonetheless, it is clear
that the Obama administration did undergo a significant change in strategy in 2010 and 2011.
This reversal came after its initial attempts to court Beijing with various peace offerings
resulted not in reform and moderation, but increased mercantilist economic policies and
aggressive foreign policies. However, even Obama’s revised strategy, which purported to
invest much more heavily in military and diplomatic hedging, has not withdrawn any of the
carrots offered to Beijing through economic engagement. Thus, it has remained committed to

comprehensive economic engagement.

Summary:

Table 8.2 below summarizes the results from the above analysis.

TABLE 8.2:

Assessing Explanations for Obama Engagement Consensus

Reason Type of Factor

849 (Clinton 2014, p. 67)
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Cost-Benefit Analysis Causal Factor
Neoliberal Beliefs Causal Factor
Path Dependency Reinforcing Factor
Futility of Unilateral Containment Reinforcing Factor
Corporate Capture Facilitating Factor
Policymaker Miscalculation Uncertain Factor

Implications for H1-4 and C1-2:

The fact that the CBA and neoliberal beliefs are the only explanations that rise to the
causal level affirm Hypotheses #1 and #2. In deciding whether to engage or contain China,
American policymakers conducted a basic CBA. However, the values that they assigned to
each of the variables within their CBA were heavily influence by a powerful set of neoliberal
causal beliefs that resemble the sorts of “road maps” that Goldstein and Keohane articulate in
their book, Beliefs and Foreign Policy.®®® However, as Goldstein and Keohane argue, the
inclusion of these causal beliefs does not undermine the rationalist approach so long as they
are fundamentally causal in nature and are not applied indiscriminately.

As the many quotes in this chapter have demonstrated, these beliefs were causal in
nature, specifying the type of outcome policymakers expected engagement and containment
strategies to generate. Furthermore, these causal beliefs were not applied indiscriminately.

Obama remained committed to a strategy of containment and isolation when it came to other

850 (Goldstein & Keohane, 1993)
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countries like Iran, North Korea, and Syria. The fact that engagement was not chosen as the
optimal strategy in these cases (and many others) is proof that these neoliberal beliefs are not
alone determinative. These findings support Hypothesis #3 that though policymakers’ default
beliefs are neoliberal, they do not apply these neoliberal beliefs universally or indiscriminately.
Instead, officials decide whether to apply these beliefs in relations with other states based on
their expectation of how that particular state will respond to engagement versus containment.
While individuals might disagree on the calculations pertaining to any particular country, the
process itself is a rational one.

In cases like Iran, Burma, and Cuba, the administration changed its original
assessments, and switched to a policy of greater engagement. In other cases, like Russia, Syria,
and Libya, the administration revised its strategy in the opposite direction. A purely ideological
explanation cannot account for these varying—indeed contrasting—trends. However, an
explanation that focused on the target state’s behavior and the signals these behaviors conveyed
to administration officials can account for these changes. This supports Hypothesis #4, which
argues that it is the target state’s behavior—not changes in its relative capabilities—that
influence policymakers’ thinking regarding engagement and containment.

In addition to finding evidence for H4 in a cross-comparison of different cases, we also
find support for it within the China case itself. The administration entered office fully
committed to a strategy of comprehensive engagement. Indeed, the initial approach of
“strategic reassurance” was substantially more deferential to China than that of previous
administrations; but when China responded to this overture by increasing its assertiveness over
territorial disputes and doubling down on a range of mercantilist economic policies, the Obama
administration decided to adopt a harder line in areas of dispute.

Even so, this more hardline approach did not reach the threshold for containment

because the administration did not withdraw the carrots associated with engagement—only
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invested more heavily in the sticks necessary for hedging. The administration chose to impose
sanctions and other containment measures on Russia and not on China for a few reasons. On
one hand, the degree of economic integration between the U.S. and China is much more
expansive and intense than that between the U.S. and Russia, which makes the costs associated
with trying to disengage from China and pursue containment much higher. Consequently, we
would expect American policymakers to require a higher burden of proof that Beijing is, in
fact, an aggressively revisionist state before abandoning engagement and switching to
containment.

This leads to the second explanation, and the one that most policymakers emphasized
in justifying the differences in their response; that Beijing’s actions were not nearly as
aggressive as Moscow’s. Beijing made veiled threats to some of its neighbors and employed
aggressive tactics when intercepting American ships and aircraft. However, Putin actually
seized territory from another nation using military force, and openly backed Assad’s regime in
Syria. Consequently, Anne-Marie Slaughter remembers:

“Nobody that I ever heard thought about containing China the way we thought about
containing Russia. Containment is about, ‘they’re in their place, and we are going to
keep them there.” That’s containment. It wasn’t that with China. With China, it was,
‘we need to be present and China needs to know we are present, and that it is important
that everyone in the region play by the rules.”#!

Therefore, it is perfectly understandable from a behavior-centric explanation why the
U.S. would respond much more harshly to Moscow than to Beijing. Not only were Moscow’s
actions more brazenly aggressive, but also the threshold for switching to containment was
lower for Russia because it was relatively less integrated with and vital to the American
economy than China.

In contrast, structural realism’s focus on the relative balance of material capabilities

cannot account for the change in America’s approach to China because during the same period

81 (Slaughter, 2014)
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that concerns in Washington were mounting, China’s economic growth rates were actually
beginning to decelerate—both in absolute terms and in relation to America’s. If policymakers
were primarily worried about dynamic assessments of China’s future capabilities, then these
concerns should have abated as American growth rates recovered from the financial crisis, and
China’s growth rates—while still larger than America’s—nonetheless decelerated from
upwards of 14% annually down to 7%. Instead of being positively correlated, however, these
variables moved in opposite directions.>2

This sort of relative capabilities explanation also fails to explain why Russia became
such a concern in 2014. At the time, Russia’s economy was suffering even more than China’s.
Indeed, while China was continuing to rise, Russia was in noticeable decline. So why should
America have responded more harshly to Russia, which was already weaker than China and
only further declining, than to China, which was already stronger than Russia and poised to
only increase its relative power over Russia? Again, this is the opposite of what a neorealist
would expect. However, the fact that Moscow’s actions were clearly more aggressive than
Beijing’s makes it completely compatible with a behavior-centric explanation of the sort
proffered in this thesis.

Corollary #1 is not really applicable in Barack Obama’s case because, unlike George
W. Bush and Bill Clinton, Obama had not campaigned on “getting tough” with China.
Therefore, while President Obama did begin his time in the White House strongly committed
to engaging China, this was not seen as a reversal from his campaign rhetoric.

As for Corollary #2, Obama did face calls from Congress to label China a currency
manipulator and to take a tougher stance on panoply of human rights and trade issues. Despite

other legislative setbacks, however, Obama was able to achieve his desired China policy during

852 See Figures 4.1 — 4.3,
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the first term. This ultimately affirms Corollary #2 that the President retains considerable

autonomy over China policy. These results are captured in Table 8.3 below.

TABLE 8.3:

Performance of Hypotheses for Obama Administration

Hypothesis #1 Affirmed
Hypothesis #2 Affirmed
Hypothesis #3 Affirmed
Hypothesis #4 Affirmed
Corollary #1 Not Applicable
Corollary #2 Affirmed

324



Chapter 9

Chapter 9 Conclusions:

The empirical question from which this project began was quite simply, “How has
America responded to the rise of China in the post-Cold War era?” This dissertation’s answer
has been that American leaders have prioritized the absolute gains that both nations have
received from engagement, instead of focusing on the relative gains that China has accrued.
Consequently, post-Cold War administrations have consistently opted for a strategy of
neoliberal engagement with China, and have expressly disavowed the type of containment
strategies employed against the Soviet Union during the Cold War and against North Korea,
Irag, Iran, Libya, Burma, Cambodia, Cuba, Zimbabwe, Angola, Sudan, Syria, and other
“pariah” states at various points in the post-Cold War period.

The fact that American policymakers have opted for engagement presents a real
problem for neorealists, because this should have been a most-likely case for the types of
relative gains concerns that neorealism anticipates. However, most American policymakers
have taken the exact opposite approach, believing that a rising middle class in China benefits
both the economic and security interests of the United States. Indeed, many policymakers were
not just indifferent to China’s economic growth (the threshold for absolute gains). They
actually wanted to help facilitate this growth.

Neorealists might simply respond that America has made a mistake and that no social
scientific theory—particularly one that makes the sort of macro-claims that realism does—can
be right 100% of the time. This defense might work if this failure involved two minor powers,
or even a great power and a minor power. However, the case examined in this thesis is precisely

the sort of rising versus existing great power relationship that is the primary focus of neorealist
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literature. To fail categorically in this type of most-likely case sheds serious doubt on whether
the neorealist conception of relative gains is ever applicable in the post-Cold War era. More
generally, the inability of neorealism to explain why policymakers have not transferred relative
gains concerns in the military sphere to the economic sphere, despite acknowledging that the
two spheres are fundamentally linked, indicates a more pervasive limitation in the
transferability of realism’s theoretical insights to the actual implementation of real-world
policymaking.

These findings required an explanation for why American policymakers have pursued
this strategy of neoliberal engagement, despite having many of the security concerns that
neorealists highlight and despite recognizing that China’s economic growth provides the
foundation of its military power. In other words, why have policymakers elected to engage but
hedge as opposed to contain and hedge China? First, policymakers have conducted a basic
cost-benefit analysis (CBA) of the pros and cons of engagement vs. containment. Within this
framework, policymakers have calculated that engagement would increase the economic
benefits that America reaps from trade and interdependence with China, while also decreasing
the chance of a future conflict.

Policymakers have acknowledged that this strategy of engagement would also facilitate
China’s rise and increase the degree of bilateral interdependence, which would consequently
increase the ultimate costs of a future conflict with China. However, they have calculated that
this is a better option than containment, which would:

1. Wipe out the economic benefits of trade and interdependence in the long-
term

2. Impose significant adjustment costs in the short-term

3. Eliminate the prospect of Chinese cooperation on a range of global
challenges of high priority to American policymakers

4. Minimize the societal and commercial connections that they hoped would
lead to long-term liberalization and reform in China
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S.
6.

7.

Remove the economic incentives for Beijing to avoid external aggression
Threaten to initiate a security spiral

And consequently increase the chances of a conflict.

From this standpoint, it seems easy to account for policymakers’ calculations. After

digging deeper, however, | demonstrated that some powerful neoliberal causal beliefs about

the benefits of engagement and interdependence were undergirding and driving virtually all

aspects of policymakers’ CBA. These beliefs can be distilled into five basic assumptions:

4.

5.

Increased trade and interdependence benefits the U.S. economy.
Engagement and interdependence moderate other states’ foreign policies.

Engagement and interdependence facilitate reform and liberalization in target
states.

Consequently, engagement and interdependence reduce the likelihood of conflict.

In contrast, containment has a self-fulfilling effect, leading to unnecessary conflict.

I then showed how these beliefs drove policymakers” CBA and hence their overall

strategy towards China. Indeed, my analysis revealed that as long as policymakers held these

beliefs and applied the assumptions that flow from them, their CBA would always favor

engagement over containment. While these neoliberal causal beliefs were necessary to

explaining policymakers’ preference for engagement, their inclusion does not erode the

rationalist foundations of this thesis because these beliefs were both causal in nature and

applied only after policymakers assessed that the target state’s behavior reflected a status quo

or moderate reformist agenda. Hence, both the nature of these beliefs and the manner in which

policymakers chose whether or not to apply them in a given case are consistent with a rational

choice model that expects individuals will approach strategic decision-making with a priori

beliefs about the likely effects of various actions. Other factors and possible explanations were
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also considered, including: path dependency, the futility of unilateral containment, corporate
capture, and policymaker miscalculation. These factors had a variety of impacts from one
administration to the next. However, only policymakers’ CBA and their underlying neoliberal
beliefs consistently met the causal threshold.

This conclusion led to the obvious question, “Do policymakers apply these neoliberal
causal beliefs to relations with all states? If not, why are they applied in some relationships
and not others?” In answering the first part of this question, it was easy to conclude that
American policymakers do not apply these beliefs to all states. Nonetheless, these do appear
to be policymakers’ default beliefs. So what would cause American policymakers to reject
these default beliefs and instead favor containment with a given state?

First of all, 1 demonstrated that it was not the relative distribution of material
capabilities that determined what a priori beliefs policymakers relied on for their CBA with
any specific country. If this were the case, American policymakers should have been far more
likely to reject their neoliberal beliefs and favor containment with China than with Iran, North
Korea, or any of the other states for which American policymakers have pursued containment.
This material explanation also did not work within the U.S.-China relationship itself, because
for most of the period of this study, there was a positive correlation between China’s rapidly
rising relative power and American policymakers’ confidence in and support for neoliberal
engagement. Therefore, this explanation fails to explain variances both across cases and within
the China case.

As an alternative to this material-centric framework, I argued that policymakers place
far more importance on the target state’s behavior. In other words, if the target state’s behavior
signals that the regime in question is either a status quo power or moderate reformist, then
American policymakers are likely to rely on their default neoliberal beliefs and prefer

engagement. In contrast, behaviors that lead American policymakers to conclude that the state
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in question is committed to an aggressively revisionist agenda will cause policymakers to
abandon their default neoliberal beliefs for that relationship, fearing that engagement with an
aggressively revisionist power will not only fail to produce moderation and liberalization, but
will actually embolden their aggression. Accordingly, | found that the only time when
American policymakers even questioned their neoliberal engagement strategy with China was
when it violently crushed domestic calls for reform (Tiananmen) or threatened to use force
against America or its allies in territorial disputes (1995-1996 Taiwan Straits Crisis, 2001 EP-
3 Crisis, and Beijing’s renewed territorial assertiveness from 2009 to the present).

However, my theory does not predict that such behaviors will inevitably result in
American policymakers rejecting their neoliberal beliefs and abandoning engagement. It only
predicts that these behaviors will spur a re-assessment of this strategy and the beliefs
underlying it. My explanation for this, which is consistent with Goldstein and Keohane’s work,
is that once these causal beliefs become so prevalent as to be institutionalized, they continue
to direct policy virtually on autopilot. To continue this metaphor, the plane remains on
autopilot until turbulence jars the aircraft and forces the pilot to take manual control and decide
whether to maintain or to adjust course and altitude. However, just as there is no guarantee that
turbulence will force a pilot to adjust course or change altitude, observing one of these
behaviors from a target state does not guarantee that American policymakers will ultimately
change strategies. Instead, | acknowledge that the ultimate decision of how to respond in any
given instance is contingent on a range of factors at the international, domestic, bureaucratic,
and even individual levels. These factors cannot be systematically accounted for in such a way
that allows this theory to predict consistently how they will interact with one another across
time and space. Consequently, the best we can do in terms of a generalizable theory is to say
that these behaviors will spawn a policy re-assessment. Explaining why these factors did or

did not result in a reversal of strategy requires a detailed analysis of each particular case.
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There were also two interesting corollaries that evolved from this assessment. First,
this thesis demonstrated that even presidential candidates who promised to take a tougher line
with Beijing during the campaign quickly conformed to their predecessors’ neoliberal strategy
of comprehensive engagement once they actually occupied the Oval Office. Interestingly,
however, this shift has not been a consequence of domestic political pressure. In fact, domestic
and Congressional pressures consistently favored a harder line with China.®>

The second corollary is that the President enjoys a considerable degree of autonomy in
setting China policy. Congress influences policies on the margins, but presidents have
consistently prevailed in maintaining the core components of their engagements strategy—
even amidst intense crisis situations like Tiananmen, the 95-96 Taiwan Straits Crisis, the EP-
3 Crash, and the 2009 financial crisis. However, a cautionary note was included to
acknowledge that 24-hour cable news and social media may make it increasingly difficult for
presidents to maintain this leeway and flexibility over China policy in the contemporary era.

In addition to the specific competing explanations listed earlier in this conclusion, |
also addressed a more comprehensive and fundamental alternative hypothesis—that
policymakers’ willingness to set aside relative gains concerns and pursue engagement was
merely an epiphenomenal consequence of unipolarity. However, given the counterfactual
nature of this claim, I was not able to confirm or deny its veracity. Policymakers did not list
unipolarity as being a major factor in their calculus. Instead they consistently highlighted
behavior, and denied the importance of relative aggregate power. However, to avoid a circular
debate over whether policymakers are even cognitive of the true sources of their preferences,

| simply accepted the possibility that this could be an alternative explanation. Nevertheless,

83 |f Bernie Sanders or Donald Trump were either to be elected President, this would provide a major test of this
corollary because of the vitriolic attacks both have waged on America’s economic policies with China.
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given the complete lack of evidence (and indeed some counter-evidence) for this competing
explanation, | saw no need to dilute or caveat my own explanation.

In conclusion, this thesis finds strong evidence to suggest that structural realism is ill
equipped to deal with America’s approach to China in the post-Cold War era, even though this
should be a most-likely case for theories in this tradition. The reason for this failure is that
American foreign policymakers adhere to a powerful set of neoliberal causal beliefs. When
infused into a rational CBA, these beliefs consistently result in a strong preference for
neoliberal engagement over containment. Changes in the relative balance of power cannot
reverse these preferences. Only the other state’s actual behavior can revise or undermine these
beliefs and the calculations they produce. Of particular concern to American policymakers are
behaviors that indicate the target state’s willingness to use violent force to disrupt the normal
evolution of liberal values within their own borders, or to revise aspects of the international
order that they find unsatisfactory. Policymakers view these actions as indicative of an
aggressively revisionist agenda. Under these exceptional circumstances, policymakers often
forsake their default confidence in engagement. In fact, for aggressively revisionist states,
policymakers often fear that attempts at engagement will be interpreted as appeasement and
only embolden and empower the regime to act more aggressively both domestically and
internationally.

Thus, the other state’s behavior—not the relative distribution of capabilities—
determines which causal beliefs American policymakers apply to a given relationship. These
beliefs, in turn, drive policymakers’ cost-benefit calculations. Therefore, actions from Beijing
that indicate a willingness to use force to suppress domestic liberalization or to revise aspects
of the international order will degrade policymakers’ confidence in engagement with China. If
severe enough or repeated frequently enough, these behaviors could lead to a complete collapse

of the engagement consensus that has guided America’s approach to China since
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rapprochement. Consequently, observers of U.S.-China relations should focus far more on
China’s actions than its growth, and worry about its capabilities only in-so-far-as the pursuit
of certain capabilities is seen to indicate offensive intent.

Finally, scholars and journalists should not confuse hedging with containment. The
U.S. does hedge China, but this has not translated into a strategy of isolating or containing
China. Quite the contrary; American policymakers want to see China accept greater
responsibility within the liberal order (both globally and in the Asia-Pacific). These
policymakers also see many benefits to be reaped from continued Chinese economic growth.
Therefore, they do not view China’s rise through a zero-sum lens, and they accept that China
will expect its influence to grow commensurate with its power.

Nonetheless, these same policymakers are fully aware that China may not develop
along this reformist path. Consequently, they continue to make substantial investments in
maintaining the military superiority required to hedge this robust bet on economic engagement.
Neorealists point to the inherent link between military and economic power, and consequently
view this strategy of hedging engagement as contradictory. American policymakers
acknowledge the link between economic and military power; but unlike neorealists, who take
a pessimistic view of the inevitability of conflict, American policymakers believe that the
liberal order remains sufficiently powerful and that the ideas of liberal democracy and free
markets remain sufficiently transcendent and transformative that they can peacefully normalize
China within the liberal order.

Therefore, neorealists focus primarily on limiting the costs of conflict, which they view
as ultimately inevitable. American policymakers, by contrast, believe that the historical pattern
of conflict between rising and existing great powers can be avoided, and hence focus on
implementing a strategy designed to avoid conflict in the first place. In particular, they remain

confident that a basic carrot and stick approach of complementing economic engagement with
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military hedging is the optimal strategy to minimize the chance of conflict. Anything more
overtly aggressive (like adopting containment) is feared to likely precipitate otherwise
avoidable conflicts that would not doubt prove immensely costly for both sides. Anything less
resolved (like abandoning hedging) is feared to invite Chinese over-reach. Only pairing robust
economic and political engagement with a strong military hedge is thought to convey American
policymakers’ desired message that China’s ascendance is warmly welcomed, but only so long

as Beijing reifies its commitment to a peaceful rise that will embrace the existing liberal order.

Relevance of the Theory Moving Forward:

This project has explicitly restricted its claims to describing and explaining the
perspectives and priorities of American foreign policymakers in the post-Cold War era. In light
of these restrictions, a couple of clarifying points are warranted. First, this thesis has focused
on what America’s policy was from 1989-2013. It is my belief that this strategy has continued
to guide American foreign policy up through 2016. However, because the current Obama
administration is still in power as of this writing, | feel it is too early to comment definitively
on the extent to which their strategy has remained constant or evolved. This is primarily
because many of the primary sources (interviews and memoirs) for those who served in this
administration are still unavailable.

Second, | do not guarantee that this neoliberal strategy will continue to guide future
administrations. For example, if Donald Trump were elected it would present a difficult test
for Corollary #1, which argues that regardless of their campaign rhetoric, all Presidents
conform to the neoliberal narrative once actually in the Oval Office. If Trump were elected
and abandoned his isolationist, zero-sum campaign rhetoric, then it would provide perhaps the
most powerful evidence for Corollary #1 thus far. On the other hand, if he did start to pursue

containment and prioritize relative gains, this would require a re-examination of Corollary #1.
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If the shift in course were linked to further increases in Chinese assertiveness and aggression,
then this change would fit with the behavior-centric model. However, if this shift were solely
in response to China’s continued rise in relative material power, then this change would
degrade the theory’s reliability as a predictor of policy moving forward.

Another problem for the theory would be if someone like Hillary Clinton, who had
been a proud supporter of the neoliberal strategy for her entire public life, abandoned these
neoliberal beliefs and pursued a more hardline containment strategy in response to domestic
political pressure. In many respects, this prospect seems more likely. If it occurred, it would
undermine the future applicability of Corollary #2 that Presidents are largely immune to
domestic political pressures when shaping the broad contours of China policy. Again, as with
the previous examples, this would not undermine the historical accuracy of this thesis. It would
only draw into question its predictive power for the future.

In essence, the primary focus of this thesis has been explaining America’s strategy
towards China from 1989-2013. If new policymakers change this strategy in the future, it does
not undermine the historical accuracy of the thesis, but it would draw into question how useful
the theory is as a tool for predicting American foreign policy moving forward. With the
popularity of Donald Trump and Bernie Sanders in the 2016 election, it is conceivable that a
populist ground-swell could forcefully wrestle control over China policy from the foreign
policy establishment and demand a much more nationalist and isolationist agenda that would
be far more receptive to containment strategies that prioritized relative gains.

However, | should emphasize that a change in American policy is only a problem for
this theory if it is not in response to increased assertiveness on Beijing’s behalf. For example,
if Beijing launched an assault on Taiwan, started firing on or seizing U.S. vessels in the South
China Sea, violently suppressed a mass democratization movement at home, or just generally

pursued a more aggressive foreign policy and a more mercantilist economic policy, then a
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hardline shift in American policy would not be incompatible with the behavior-centric model
proffered in this thesis. In short, changes in American policy that can be linked to increased
assertiveness or aggression in Beijing are entirely compatible with this thesis. If, however, the
change in strategy is merely in response to rising Chinese material capabilities and/or increased
domestic political pressure, then changes in American policy would create problems for the

predictive power of the model moving forward.

Relevance Beyond America’s Approach to China in the Post-Cold War Era:

In addition to challenges that these potential scenarios might present for the thesis, |
also think there are numerous potential theoretical extensions. For example, one possible
means of theoretical extension would be to explore whether this argument held for American
policymakers prior to the end of the Cold War? My initial sense is that policymakers were
always using a rational choice framework similar to the one articulated in this dissertation. The
question then would be 1) were they applying the same neoliberal beliefs to that CBA
framework as consistently in earlier periods as they have in the post-Cold War era and 2) if
and when these beliefs were not applied, were policymakers responding mainly to the behavior
of particular states or simply the basic distribution of relative power?

On the first question, there have been supporters and skeptics of these neoliberal beliefs
throughout American history. However, an initial assessment is that America’s self-conception
as “a shining city on a hill” has resulted in these neoliberal beliefs proving powerfully
influential more often than not. In particular, these neoliberal beliefs appear to resonate in the
aftermath of successful war efforts and/or in particularly bullish economies. For example, there
was widespread support for economic and political engagement with the world in the
immediate aftermath of WWI, WWII, and the Cold War. One could anticipate this being the

result of an increased optimism that the American economic and political model was destined
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to triumph over its rivals. A strategy of trying to actively promote this model abroad, therefore,
was seen as the best way to achieve a more peaceful and prosperous future. However, it is
certainly true that some periods, such as the aftermath of unsuccessful war efforts and/or during
particularly bearish economies, have not been hospitable to these neoliberal beliefs. During
these periods, policymakers have frequently resorted to a set of protectionist and isolationist
views. While one could point to many examples when this has occurred, the most obvious
would, of course, be the 1930s.

The second aspect of assessing the argument’s earlier applicability is to explore why
policymakers abandoned their faith in these neoliberal beliefs with different states at various
junctures prior to the end of the Cold War? Was it, as structural realism would expect, simply
the result of unfavorable changes in the relative balance of material capabilities with other
leading states? Or was it more in response to behaviors from those states that signaled they
might intend to use their rising capabilities to harm America or its allies? If basic material
factors were more important during these previous eras, this might lead to questions about what
changed to cause American policymakers to pay greater attention to state behavior and less to
calculations of raw power in the post-Cold War era? Why would policymakers in the post-
Cold War era be more idealistic in this sense than their Cold War and pre-Cold War
predecessors?

My initial assessment would be that prior to the end of the Cold War, material factors
about the raw distribution of power did factor more prominently into policymakers’ CBA. If
this is, in fact, true, there might be any number of explanations as to why this would be the
case. Some might point to the advent of nuclear Mutual Assured Destruction, and the assurance
it provided to those great powers with a second strike capacity that their actual homelands
would never be conquered. Others might argue that decolonization and a rising sense of

nationalism made trying to conquer and hold territory far more costly, while the changing
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nature of the global economy made the fruits of conquest and colonization far less profitable.
Still others might point to the solidifying concept of sovereignty and the decline of interstate
war as relaxing concerns about the costs of conflict. Others might point out that the Cold War,
in particular, was framed as a global war of ideas—a war for the “Soul of Mankind”.8>* In this
context, demonstrating the superiority of the American system of market capitalism over
Soviet Communism framed the conflict in a classically zero-sum game. With the collapse of
the Soviet Union, there appeared no such rival to the American model—at least none that made
the sorts of universal claims that would inherently place it in existential conflict with America’s
system. These are just a few of the numerous potential explanations for why assessments of
the relative distribution of power might have lost a degree of significance for policymakers
after the end of the Cold War. Exploring them would be a fascinating project. For now,
however, my claims are restricted to describing American policymakers’ decision-making

calculus in the post-Cold War period.

Author’s Perspective:

Thus far | have not commented on whether | agree or disagree with American
policymakers’ neoliberal strategy for managing the rise of China. While | have argued that the
CBA process that policymakers have used has been a rational one, | have not said whether |
believe the ultimate conclusions that policymakers have reached as a result of that CBA have
been right or wrong. In these final paragraphs, however, | depart from the otherwise descriptive
focus of this paper, and offer a few prescriptive comments.

Ultimately, | agree that a strategy of deep and comprehensive economic engagement
coupled with a robust military hedge has been the most prudent strategy for managing China’s

rise. | also agree with four of the five causal beliefs that have undergirded policymakers’

84 (Leffler, 2007)
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preference for engagement. | agree that the economic relationship with China has benefitted
the U.S. substantially in an absolute sense (belief #1); that the benefits China has received from
this relationship have provided powerful incentives for Beijing to avoid overtly aggressive
foreign policies that would jeopardize these benefits (belief #2); and that engagement has
therefore minimized the chance of conflict (belief #4), whereas containment or isolation would
have dramatically increased the probability of conflict (belief #5).

However, | do not believe that this engagement strategy has resulted in the sort of
broad-based political transformations within China that many supporters of engagement had
hoped and expected, nor do | believe that engagement is likely to produce these results in the
foreseeable future (belief #4). Even so, given the recent resurgence in Chinese nationalism, the
rise in regional tensions, and the growing discontent with globalization that is sweeping
populations worldwide, I am not convinced that a rapid dissolution and downfall of the Chinese
Communist Party would necessarily be a positive development for regional security or for
American interests more generally. Therefore, while engagement has not resulted in a
competitive, multi-party democracy in China, and while I believe that it is unlikely to do so in
the foreseeable future, this does not (in my view) warrant an abandonment of engagement.

In light of this assessment (and of the findings of this paper more generally), | would
offer the following advice for American policymakers on how they might best approach China

policy in the coming years.

1. Maintain a strong commitment to broad and comprehensive economic
engagement. The interdependent relationship between the U.S. and Chinese
economies has significant benefits for the American economy, and these benefits

are likely to continue rising as China develops a larger middle class. Containment,
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in contrast, would impose significant short-term adjustment costs and long-term
opportunity costs on American companies and the American economy more
generally. Furthermore, while containment might slow China’s growth, it would
not stop it. As a result, the U.S. would face a relatively weaker China, but one that
is far more likely to pursue an overtly aggressive agenda. Furthermore, if America
were seen as instigating this conflict, the U.S. would encounter greater resistance
in attempting to rally the critical support of its allies. To that end, China’s actions
thus far do not (in my opinion) warrant abandoning engagement. In my view, it
would take a direct attack on American military forces, a major military assault
against the homeland of one of China’s neighbors (like Taiwan, Japan, or the
Philippines), or clear support for another country with which America was openly
engaged in conflict (like supplying weapons to Assad during an American led
ground assault against Syria) before a switch to containment would be justified. In
the absence of such events, the prudent approach remains broad-based economic
and diplomatic engagement, paired with robust investments to maintain a definitive

global and regional military advantage.

However, this strong commitment to positive-sum economic engagement
should not preclude policymakers from taking a tough stand when Beijing
pursues practices that are in clear violation of mutually agreed upon rules and
norms and directly harmful to American interest in an absolute sense. This is
not a call for conditional engagement, but it is a call for responding firmly when
Beijing unfairly restricts the absolute—not relative—gains that America derives
from the relationship. To this end, policymakers should keep in mind that the

relative importance of the American economy to Beijing and the relative superiority
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of America’s defense capabilities to those of the PLA continue to provide American
policymakers a strong negotiating position. However, policymakers should not be
using economic censorship in response to Beijing’s domestic political practices.
This should be reserved for instances when Beijing directly harms American
interests or those of its allies—not when Beijing treats its own citizens in ways
Americans find objectionable.

As a more general point, policymakers should place a greater emphasis
on economic reform, and downplay their interest in domestic political reform
within China. Not only does America have less influence on domestic political
issues within China, but they also have less credibility because Beijing’s human
rights practices do not harm America’s interests as directly as its mercantilist
economic policies. Hence, the Chinese government (and the Chinese people) view
these domestic political lectures as an intrusion into their internal affairs. As one
liberally minded Chinese friend put it to me, “On economic issues, we Can
negotiate. On political issues, there is no room for negotiation. It is a matter of
national pride.” In short, focusing on political reform is not only an unwise
prioritization of political capital, but often counter-productive to the cause of

domestic reformers, who can then be labeled as American pawns.

Rhetoric matters, and it is important to manage expectations. It would be
unwise to label China an “enemy,” but it is also naive to call it a “strategic partner.”
Appearing over-eager to befriend China, as the Obama administration did in its
early days, will only concern America’s allies and raise Beijing’s expectations to

an unrealistic level. When America’s actions inevitably fall short of Beijing’s
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hopes, the relationship is likely to suffer from tensions that might otherwise have
been avoided by a more measured rhetorical approach.

By the same token, dramatically proclaiming a “strategic pivot”, as Hillary
Clinton did in 2011, is also unwise. Such pronouncements empower hardliners in
Beijing to argue that containment is coming and that America will not allow China
to fully rise. Even worse, when America’s actual military allocations to the Pacific
subsequently fall short of those expected to follow such dramatic announcements,
these same hawks in Beijing are emboldened to label America as a paper tiger—all
bark and no bite. At the same time, such pronouncements leave regional allies
fearing that a more overtly aggressive strategy in Washington will unnecessarily
escalate regional tensions, but when the tangible manifestations of this rhetorical
shift fail to meet the expectations that the announcement generated, these allies
begin to wander whether America’s actual material commitment might be waning.
For these allied countries a “paper tiger” in Washington is the nightmare scenario
because it at once raises the risk of a regional conflict while simultaneously
bringing into question the commitment of their most powerful patron.

In essence, the best strategy in East Asia resembles the classic adage of
Theodore Roosevelt, “Speak softly and carry a big stick.” America should continue
to make robust economic, diplomatic, and military investments in the region to
assure all nations—friend and foe—that just as the region is more important than
ever to the global order, so too America’s concrete commitment to the region is
also greater than ever before. However, this message should be communicated
quietly through the sorts of behind-the-scenes, retail politics of the Bush
administrations. Not the bold announcements and grand gestures of the Obama

administration. Bland speeches and a monotonous repetition of approved talking
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points in public may make for boring news clips back in America, but they are
keystones for successful diplomacy in East Asia. Bold action is required and frank
conversations are needed, but these should be manifested in tangible investments

and communicated through private channels.

Relations with China should always come as a second priority to relations with
America’s long-term allies in the region—even if those nations are much smaller
and comparatively less important to the American economy. If it is naive to believe
that America can befriend China, it is equally arrogant to think that Washington
can manage and shape China’s rise without the committed support of its allies and
partners. This support will only come if America provides the support and respect

that these partners expect and deserve as allies.

Increase our investments in maintaining the regional military superiority
needed for a balanced carrot and stick approach. This includes not only
developing high-end weapon systems designed specifically to defeat Chinese anti-
access area-denial capabilities, but also strengthening the security partnerships with
regional partners—both old and new. To do this, America should be generous in
the capabilities it provides to these allies. Washington should also increase the
number and size of bilateral military exchanges and exercises, and try to expand
these to truly multinational, joint-force exercises whenever possible.

As numerous policymakers, including Condoleezza Rice, Thomas
Christensen, Joe Nye, Robert Zoellick, Leon Panetta, Robert Gates, and Ashton
Carter made clear, these military and security investments are not mutually

exclusive with—nor counterproductive to—a strategy of broad-based economic
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engagement. Quite the opposite. Not only are these military investments important
as an insurance policy in case China does adopt a more overtly assertive and
expansionist agenda, but maintaining a clear military advantage is also important
in deterring China from making an aggressive turn in the first place. In this respect,
today’s policymakers should reflect on the strategic approach of Ronald Reagan.
Reagan was one of the most ardent and eloquent supporters of free trade and the
liberal order. At the same time, he was relentlessly committed to his “peace through
strength” mantra, which held that real peace could be guaranteed only through a

strong, but prudent display of power.
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APPENDIX A:

George H.W. Bush (1989-1993)

State Department
James Baker (Secretary of State, 1989-1992)

Raymo:d Burghardt (Political Counselor in Beijing, 1987-1989)
Jeff Bager (Director Office of East Asian Affairs, 1987-1990)
Robert f(immitt (Under Secretary of State for Political Affairs, 1989-1991)
DonaldgKeyser (Minister-Counselor for Political Affairs, U.S. Embassy Beijing, 1989-1992)
Winstor? Lord (Ambassador to China, 1985-1989)
Stapletcfn Roy (Ambassador to China, 1991-1995)
Robert ioellick (Counselor of the Department of State, 1989-1992)
4

Department of Defense and Intelligence Community

Richard Armitage (Assistant Secretary of Defense for International Security Affairs, 1983-
;?Jige)rt éates (Director of the CIA, 1991-1993; Deputy Director of CIA, 1986-1989)

Jack Lei3de (US Defense Attaché in Beijing, 1988-1990)

Thomas4 Mahnken (Dept. of Defense Office of Net Assessment)

Colin Piwell (Chairman of the Joint Chiefs of Staff, 1989-1993)

Gratton4Seanck (China Desk Officer at the Defense Intelligence Agency, 1989-1990)

Paul Wélfowitz (Undersecretary of Defense for Policy, 1989-1993)

White House and National Security Council
James Baker (White House Chief of Staff, 1992-1993)
4
Robert Gates (Deputy National Security Advisor 1989-1991)
3
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James Keith (China Director on the National Security Council, 1990-1992)

John NSgroponte (Deputy National Security Advisor, 1987-1989)

Doug Pial (Senior Asia Director on the National Security Council, 1986-1993)
Colin Piwell (National Security Advisor, 1987-1989)

Condolgezza Rice (National Security Council, 1989-1991)

Brent Sirowcroft (National Security Advisor, 1989-1993)

John Sugnunu (White House Chief of Staff, 1989-1991)

Philip Z4elikow (Assistant to National Security Advisor, 1989-1991)

Robert %oellick (White House Deputy Chief of Staff, 1992-1993)

Treasury Dept, Commerce Department, US Trade Representative’s Office
Jon Huntsman (Deputy Assistant Secretary of Commerce, 1989-1992)
4

U.S. Congress
Dennis Hastert (Member of the US House of Representatives, 1987-2007)
Bennett4Johnston (Democratic Senator from Louisiana, 1972-1997)
Richard4Lugar (Republican Senator from Indiana, 1977-2013)
Leon P:netta (Chairman of the House Budget Committee, 1989-1993)

4

Bill Clinton (1993-1997)

State Department

* Madeleine Albright (Ambassador to the United Nations 1993-1997)

Jeff Ba(jfer (Director of the Office of East Asian Affairs, 1995-1996)

*Warref]f Christopher (Secretary of State 1993-1997)

Donald4Keyser (Director of the Office of East Asian Affairs, 1993-1995)
3
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Winston Lord (Assistant Secretary of State for East Asian Affairs, 1993-1997)
Stapleto4n Roy (Ambassador to China, 1991-1995)

James SA;einberg (Director of Policy Planning at the State Department, 1994-1996)
Strobe '?albott (Deputy Secretary of State 1994-2001)

AnonyrEous

Department of Defense and Intelligence Community
Kurt Campbell (Deputy Secretary of Defense for Asia and the Pacific)

3
Peter Feaver (Director for Defense Policy, 1993-1994)

3
Thomas Mahnken (Dept. of Defense Office of Net Assessment)

3
Joseph Nye (Chairman of National Intelligence Council, 1993-1994;

Assistant Secretary of State for International Security Affairs, 1994-1995)

4
Colin Powell (Chairman of the Joint Chiefs of Staff, 1989-1993)
4
Kori Schake (Special Assistant in Office of Secretary of Defense, 1994-1996)
3

White House and National Security Council

Sandy Berger (Deputy National Security Adviser, 1993-1997)

Senior S4taff Member on the National Economic Council

Leon P:netta (White House Chief of Staff, 1994-1997; Director of OMB, 1993-1994)
John PoA(rjesta (Assistant to the President, 1993-1995)

Robert %ubin (Chair of the National Economic Council, 1993-1995)

Treasury Dept, Commerce Department, US Trade Representative’s Office
Charlene Barshefsky (Deputy US Trade Representative, 1993-1997)
Robert f(app (President of US China Business Council, 1994-2004)
Robert éubin (Secretary of the Treasury, 1995-1999)
Larry Sﬁmmers (Chief Economist at the World Bank, 1991-1993)
4
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U.S. Congress

Dennis Hastert (Republican Chief Deputy Whip in House of Representatives, 1995-1999)
Bennett4Johnston (Democratic Senator from Louisiana, 1972-1997)

Richard4Lugar (Ranking Member of the US Senate Foreign Relations Committee, 1977-
igrﬁ)s Szasser (Democratic Senator from Tennessee, 1977-1995)

Bill Clinton (1997-2001)

State Department
*Madeleine Albright (Secretary of State)
Raymo:d Burghardt (Direct American Institute in Taiwan, 1999-2001;

Shanghai Consul General 1997-1999)
Jeff Baélger (Deputy Assistant Sec of State for East Asian Affairs, 1996-1998)
Donald4Keyser (Deputy Assistant Secretary of State for Intelligence and Research, 1999-
é?fpﬂ)etc?n Roy (Assistant Secretary of State for Intelligence and Research, 1999-2001)
James S4asser (Ambassador to China, 1996-1999)
Joseph érueher (Ambassador to China, 1999-2001)
Susan Stirk (Deputy Assistant Secretary of State for East Asian Affairs, 1997-2000)
Strobe '?albott (Deputy Secretary of State, 1994-2001)
Anonynjous

Department of Defense and Intelligence Community

Kurt Campbell (Deputy Secretary of Defense for Asia and the Pacific)
3

Mike Green (Senior Adviser for Dept of Defense Office of Asia Pacific Affairs, 1997-2001)
3
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Mike Hayden (Director of the National Security Agency, 1999-2005)
4

White House and National Security Council
Sandy Berger (National Security Adviser, 1997-2001)

Senior éfficial on the National Economic Council, 1997-2000
Jeff Bag’er (Director of Asian Affairs on the National Security Council, 1998-1999)
David FAT Gordon (National Intelligence Officer for Economic and Global Issues, 1997-2002)
James Igeith (Asia Director on National Security Council, 1999-2000)
Kennetr? Lieberthal (Senior Director of Asian Affairs on the National Security Council,
1998-2000)
John Poltjesta (White House Chief of Staff 1998-2001; Deputy Chief of Staff, 1997-1998)
4

Daniel Rosen (Director of Joint National Security Council and National Economic Council
task force on WTO accessions process, 2000-2001)

4
James Steinberg (Deputy National Security Advisor, 1996-2001)

4

Treasury Dept, Commerce Department, US Trade Representative’s Office
Charlene Barshefsky (US Trade Representative, 1997-2001)

Robert iapp (President of US China Business Council, 1994-2004)

Robert ;ubin (Secretary of the Treasury, 1995-1999)

Larrg); S;}:mmers (Secretary of the Treasury, 1999-2001; Deputy Secretary of Treasury, 1995-
199

U.S. Congress

Dennis Hastert (Republican Chief Deputy Whip in House of Representatives, 1995-1999)
4

Richard Lugar (Ranking Member of the US Senate Foreign Relations Committee, 2003-

2007) 3
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George W. Bush (2001-2005)

State Department

Richard Armitage (Deputy Secretary of State, 2001-2005)
3

James Keith (Director of Office of Chinese Affairs, 2000-2002;
American Consul General in Hong Kong, 2002-2005)
3

Donald Keyser (Deputy Assistant Secretary of State for East Asian Affairs, 2001-2004)
3

John Negroponte (US Ambassador to the United Nations, 2001-2004)
4

Doug Paal (Director of American Institute in Taiwan, 2002-2006)
3

Colin Powell (Secretary of State, 2001-2005)
4

Randall Schriver (Deputy Assistant Secretary of State for East Asian Affairs, 2002-2005)
3

Joseph Prueher (Ambassador to China, 1999-2001)
4

Anonymous
4

Anonymous
3

Department of Defense and Intelligence Community
Doug Feith (Under Secretary of Defense for Policy, 2001-2005)

Daniel glumenthal (Senior Country Director for China, 2001-2004)
Elbridg;\a3 Colby (Defense Department)
David F2. Gordon (Director of the CIA Office of Transnational Issues, 2002-2004)
Mike Hiyden (Director of the National Security Agency, 1999-2005)
James JAc;nes (Commandant of the U.S. Marine Corps, 1999-2003)
Thomas Mahnken (Dept. of Defense, Office of Net Assessment)
*Donalg Rumsfeld (Secretary of Defense, 2001-2006)
Grattongsealock (Defense Attaché in Beijing, 2000-2002)
Paul ngfowitz (Deputy Secretary of Defense, 2001-2005)
Anonyrﬁous

4
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Anonymous
3

White House and National Security Council
Aaron Friedberg (Deputy Assistant for National Security and Director of Policy Planning to
the Vice President, 2003-2005)

David st Gordon (National Intelligence Officer for Economic and Global Issues, 1997-2003)
Mike G?een (Asia Director National Security Council, 2001-2004)

Paul Has;nle (Executive Assistant to National Security Advisor, 2004-2007)

Condolgezza Rice (National Security Advisor, 2001-2005)

Kori Scf;ake (NSC Director for Defense Strategy and Requirements, 2001-2005)

Ashley i’ellis (Special Assistant to the President on the NSC)

Anonynjous

Treasury Dept, Commerce Department, US Trade Representative’s Office
Jeff Bader (Assistant Trade Representative for China WTO negotiations, 2001)

MatthevA\f/ Burrows (National Security Adviser to Secretary of Treasury Paul O’Neill 2001-
lzb\orgyz/)cgico (Director of China Affairs at US Trade Representative, 2005-2007;

Countr; Director for the Commerce Department’s International Trade Agency, 2003-2005)
DonaIdAIvaans (Secretary of Commerce, 2001-2005)

Jon Hu:tsman (Deputy US Trade Representative, 2001-2003)

Robert f(app (President of the US China Business Council, 1994-2004)

Robert goellick (United States Trade Representative, 2001-2005)

Paul ngfowitz (President of the World Bank, 2005-2007)

U.S. Congress

Dennis Hastert (Speaker of the House of Representatives, 1999-2007)
4

Richard Lugar (Chairman of the US Senate Foreign Relations Committee, 2003-2007)
3
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George W. Bush (2005-2009)

State Department

Raymond Burghardt (Chair of American Institute in Taiwan, 2006-present)

Thomas3 Christensen (Deputy Assistant Secretary of State for East Asian Affairs, 2006-2008)
Elbridggr Colby (State Department)

David F2. Gordon (Director of Policy Planning at the State Department, 2007-2009)
James I?eith (Deputy Assistant Secretary of State for East Asian Affairs, 2005-2006)
StephensKrasner (Director of Policy Planning at the State Department, 2005-2007)
John N(jgroponte (Deputy Secretary of State, 2007-2009)

Doug P:al (Director of American Institute in Taiwan, 2002-2006)

CondoISezza Rice (Secretary of State, 2005-2009)

Kori Scf;ake (Deputy Director for Policy Planning, 2007-2008)

Kristen%ilverberg (State Department)

Philip Zs;likow (Counselor to the Secretary of State, 2005-2007)

Robert %oellick (Deputy Secretary of State, 2005-2007)

Department of Defense and Intelligence Community
Matthew Burrows (Counselor to National Intelligence Council, 2007-2009)
4
Daniel Blumenthal (Vice Chairman of U.S.-China Economic and Security Review
Commission) 3
Doug Feith (Under Secretary of Defense for Policy, 2001-2005)
3
Robert Gates (Secretary of Defense, 2006-2011)
3
Mike Hayden (Director of the CIA, 2006-2009; Director of National Intelligence, 2005)
4
Thomas Mahnken (Deputy Assistant Secretary of Defense for Policy Planning, 2006-2009)
3
Andrew May (Defense Department Office of Net Assessment, 2005-present)
2
John Negroponte (Director of National Intelligence, 2005-2007)
4
*Donald Rumsfeld (Secretary of Defense, 2001-2006)
3
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White House and National Security Council
Peter Feaver (Special Advisor for Strategic Planning on the National Security Council, 2005-
2007) 3
David Gordon (Vice Chairman of the National Intelligence Council, 2004-2007)
3
Mike Green (Senior Asia Director on the National Security Council, 2004-2005)
3
Paul Haenle (China Director on the National Security Council, 2007-2009)
4
Paul Lettow (Counsel on the National Security Council)
3
Anonymous
4
Anonymous
4
Anonymous
4

Treasury Dept, Commerce Department, US Trade Representative’s Office
David Dollar (Country Director for China at the World Bank, 2004-2009)
4
Robert Kimmitt (Deputy Secretary of the Treasury, 2005-2009)
3
David McCormick (Under Secretary of Treasury for International Affairs, 2007-2009;
Under Secretary of Commerce for Industry and Security, 2005-2007)
4
Hank Paulson (Secretary of the Treasury, 2006-2009)
4
Susan Schwab (US Trade Representative 2006-2009; Deputy US Trade Representative,
2005-2006)
4

U.S. Congress

Dennis Hastert (Speaker of the House of Representatives, 1999-2007)
4

Richard Lugar (Chairman of the US Senate Foreign Relations Committee, 2003-2007)
3

Barack Obama (2009-2013)

State Department

Kurt Campbell (Assist Secretary of State for East Asian Affairs 2009-2013)
3

Raymond Burghardt (Chair of American Institute in Taiwan, 2006-present)
3

Jon Huntsman (Ambassador to China, 2009-2011)
4
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Anne Marie Slaughter (Director of Policy Planning at the State Department, 2009-2011)
3

James Steinberg (Deputy Secretary of State, 2009-2011)
4

Department of Defense and Intelligence Community

Matthew Burrows (Director of Analysis National Intelligence Council, 2009-2012)
Robert éates (Secretary of Defense, 2006-2011)

AndrewSMay (Defense Department Office of Net Assessment, 2005-present)

Leon Paznetta (Secretary of Defense, 2011-2013; Director of the CIA, 2009-2011)
David P4etraeus (Director of the CIA, 2011-2012)

Anonyrﬁous

AnonyrEous

White House and National Security Council
Jeffery Bader (Asia Director on the National Security Council, 2009-2011)
Paul HaA(;nIe (Asia Director on the National Security Council, 2007-2009)
James Jff)nes (National Security Advisor, 2009-2010)
Larry Sﬁmmers (Chair of the National Economic Council, 2009-2010)
Anonyrﬁous
Anonyrﬁous
Anonyrﬁous

4

Treasury Dept, Commerce Department, US Trade Representative’s Office
Senior Treasury Official, 2010-2013)
3
David Dollar (Treasury Department’s Emissary to China, 2009-2013)
4
Anonymous
4
Anonymous
4
Anonymous
4
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U.S. Senate

Richard Lugar (Ranking Member of the Senate Foreign Relations Committee, 1977-2013)

4

Barack Obama (2013-present)

State Department
Raymond Burghardt (Chair of the American Institute in Taiwan, 2006-present)
3

Department of Defense and Intelligence Community

Andrew May (Defense Department Office of Net Assessment, 2005-present)
2

Leon Panetta (Secretary of Defense, 2011-2013)
4

White House and National Security Council
John Podesta (Counselor to the President, 2014-present)
4

Treasury Dept, Commerce Department, US Trade Representative’s Office

Senior Treasury Official, 2013-present
3
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