Racing to Integrate, or Cooperating to Compete? China, Globalization, and East Asian Regionalism

Thomas G. Moore

Associate Professor, Department of Political Science, University of Cincinnati, 

Cincinnati, OH 45221-0375 U.S.A.

513-556-3376 (phone)

513-556-2314 (fax)

Thomas.Moore@UC.edu
Presented at the Conference “Regionalisation and the Taming of Globalisation?” 

University of Warwick, United Kingdom, 26-28 October 2005

[Please do not quote or cite without author’s permission]

As many observers have noted, multilateralism has enjoyed an increasingly high profile in Chinese foreign policy recently.
 To this point, however, few studies have focused on the regional dimension of Chinese multilateralism. For example, although China's accession to the World Trade Organization (WTO) has received detailed attention from policymakers, scholars, and journalists, Beijing's growing participation in the emerging trade and monetary regionalism of East Asia remains a less-studied phenomenon. As used here, the term regionalism refers to the process whereby states within a particular geographical area construct collaborative agreements or otherwise coordinate activities.  As such, regionalism is associated with the conscious policy choices of states rather than the uncoordinated activities of non-state actors such as multinational corporations. (In this respect, regionalism is distinct from regionalization, the process whereby economic interaction, such as flows of goods and capital, increases faster among countries within a particular geographical area than between those countries and others outside the area.)

This paper attempts to complement the existing literature by examining how Beijing has sought to use regionalism in managing various foreign policy challenges, including challenges associated with globalization. The bulk of the paper is structured as a thought experiment in which liberal and realist interpretations of China’s increasing reliance on multilateralism are presented and critiqued.  The paper first provides a brief overview of China’s so-called “new multilateralism.” The following section explores the view that China is moving toward liberal internationalism. In turn, the subsequent section argues that China’s recent emphasis on multilateral diplomacy, especially regionally, can be reconciled quite satisfactorily with realist thinking. The conclusion discusses implications of this analysis both for the study of Chinese foreign policy and for understanding the evolving shape of East Asian regionalism.

 China’s New Multilateralism 

Defined by Robert Keohane as the “practice of co-ordinating national policies in groups of three or more states, through ad hoc arrangements or by means of institutions,” multilateralism is widely recognized as one of the defining features of Chinese foreign policy today.
  For example, in a recent assessment of the prospects for security regionalism in Asia, Sheldon Simon observed that “in many ways, China appears to be more willing to support multilateral institutions in Southeast Asia than the United States—a remarkable reversal from only a few years ago.”
 After beginning as a consultative partner in 1991, China participated in the establishment of the ASEAN Regional Forum (ARF) in 1994, and became a full ASEAN dialogue partner in 1996. Recent highlights of ASEAN-China cooperation include the November 2002 signings of the Declaration on the Conduct of the Parties in the South China Sea and the Joint Declaration on Cooperation in the Field of Nontraditional Security Issues.  Even more notable was China’s October 2003 accession to ASEAN’s Treaty of Amity and Cooperation (TAC), as well as the simultaneous signing of a Joint Declaration on Strategic Partnership for Peace and Prosperity. Among other things, the latter called for a security dialogue to be established between China and the ten members of ASEAN. Beijing’s separate proposal for, and subsequent November 2004 hosting of, a first-ever ARF Security Policy Conference served as further evidence of China’s unprecedented activism.  Indeed, China’s participation in security regionalism extends beyond ASEAN to initiatives such as the Shanghai Cooperation Organization (SCO) and the six-party talks on North Korea’s nuclear weapons program.

A similar, and indeed even stronger, assessment would apply to economic regionalism, where Beijing has taken an especially active leadership role.  Overall, China’s integration into multilateral institutions (global as well as regional) seems to have proceeded even more quickly than many proponents of engagement policies had projected during the intense political debates in the United States and elsewhere during the 1990s. Today, Beijing holds membership in every significant global and regional economic forum for which it qualifies, including the World Trade Organization (WTO), International Monetary Fund (IMF), World Bank, Asia Pacific Economic Cooperation (APEC) forum, Asian Development Bank, Asia-Europe Meeting (ASEM) dialogue, and ASEAN Plus Three (APT) process.  (APT consists of the ten members of the Association of Southeast Asian Nations plus China, Japan, and South Korea.)  

At a global level, the most significant development in China’s economic multilateralism over the past decade is surely Beijing’s long-sought WTO accession in 2001. At a regional level, there have been several noteworthy developments, perhaps highlighted by China’s pursuit of numerous free trade agreements (FTAs)—most notably, the ASEAN-China Free Trade Agreement (ACFTA)—and its participation in various efforts at enhanced monetary cooperation within APT.
 Beijing has also actively promoted greater economic cooperation, including the possibility of an FTA, within the SCO.

Beijing’s growing emphasis on multilateralism is reflected in China’s foreign policy discourse. In China’s annual statement to the United Nations (UN) General Assembly in 2003, Foreign Minister Li Zhaoxing declared that “multilateral cooperation…should become the principal vehicle in the handling of international affairs,” identifying multilateralism as central to the “future well-being of mankind.”
 Vice Foreign Minister Wang Yi publicly pledged Beijing’s commitment to promote multilateralism in 2004, declaring that “in a world of globalization, multilateralism is the sole solution to the world’s problems….”
 Earlier in the year, Li opined that “multilateralism is an effective way to deal with the common challenges of humanity.  It is an important means to resolve international disputes.  It is a forceful promotion and guarantee for the benign development of globalization.  It is also the best way to promote democratic and law-based international relationships.”
 Wang echoed Li, calling for the “realization of democracy and rule of law in international relations.”
 In a briefing on global threats, former foreign minister and vice premier Qian Qichen also approvingly cited the “trend of democracy and rule of law in international relations.”
 These themes were repeated most recently in China’s annual statement to the UN General Assembly delivered by Li on September 19, 2005.

In keeping with this growing rhetorical emphasis on multilateralism, terms such as common security, interdependence, and cooperative development have become commonplace in China’s foreign policy lexicon. Security and prosperity are increasingly explained as positive-sum objectives that cannot be achieved at the expense of other countries. Accordingly, the successful management of inter-state relations through multilateralism is presented as a win-win proposition.  

Although China has often been cited in the past as a bastion of Realpolitik, Beijing’s recent turn toward multilateralism raises the question of whether Chinese foreign policy is undergoing a fundamental shift away from realist precepts toward liberal internationalism.
 From this perspective, China’s pursuit of institutionalized cooperation signifies a growing commitment to a rules-based, norm-driven international order. Responding to forces such as multidimensional globalization and persistent U.S. hegemony, so the argument would go, China’s leaders have made a strategic choice to pursue an order based more on multilateral processes than power politics. 

According to this liberal interpretation, the institutionalized webs of interdependence facilitated by multidimensional globalization are now seen by the country’s leaders as advancing Chinese interests in significant ways.  Consequently, Beijing’s support for multilateralism has reached unprecedented levels. To the extent that the current trend of subregional or bilateral FTAs are a suboptimal alternative for East Asian integration, as might be argued from the standpoint of neoclassical economic theory, the liberal perspective would argue that blame for this pathway does not lie primarily with China. Indeed, it could be argued that China views the prospect of an East Asian FTA more positively than any other participant in the APT process. The bottom line is that Beijing is doing what it can do (and more than what others in the region are doing) to advance the cause of regional cooperation. In this sense, China can been seen as “racing to integrate” (or, alternatively, “competing to cooperate”). From this perspective, the most important implication of, say, the competition between China and Japan in pursuing FTAs with ASEAN countries—both as a collective and individually—is the dynamic reduction of economic barriers (i.e., integration) it creates. Significantly, China is driving the process—a process that results in deeper regional economic cooperation—by inducing similar initiatives from Japan (not to mention the United States and India). 

By contrast, a realist interpretation would argue that the pattern of China’s participation in regional and global multilateralism reveals that Beijing is actually “cooperating to compete.”  For example, China is seen as using FTAs and other mechanisms of enhanced regional cooperation (including security initiatives) primarily to compete for political influence in East Asia.  This analysis suggests a zero-sum dynamic, rooted in a struggle for relative power, in which countries vie over the strength of ties with various partners.  Seen in this light, FTAs are instruments of economic statecraft.  According to the realist interpretation, globalization has not changed the fundamental nature of international relations as claimed by the liberal view.  States may pursue their goals somewhat differently as a result of globalization, as witnessed by China’s turn toward greater (yet still selective) reliance on multilateralism, but the ends of statecraft reflect significant continuity.  For example, what Beijing seeks through ACFTA is not greater interdependence for its own sake, as the liberal interpretation would contend, but institutionalized cooperation with ASEAN as a means to advance the interests of the Chinese state, interests still best understood primarily in terms of power, influence, and security.

Cultivating Rules-Based, Norm-Driven Interdependence: Chinese Multilateralism as an Expression of Liberal Internationalism

In general terms, China’s increased emphasis on multilateralism would seem to violate the basic realist expectation that countries prefer to preserve flexibility in their foreign relations by pursuing relatively informal, ad hoc, non-binding commitments that carry low exit costs in the event that intergovernmental agreements prove to be disadvantageous.
 From this perspective, Beijing’s active pursuit of WTO membership, FTAs such as ACFTA, and enhanced monetary cooperation in APT—not to mention its promotion of various economic and security initiatives in multilateral groupings such as SCO, ARF, ASEM, and APEC—represents an analytical puzzle, in considerable measure because Chinese rhetoric consistently evinced strong skepticism of multilateralism until recently.

Whereas realism generally expects states to regard the collective management of shared problems with suspicion because they wish to maximize independence, China’s recent behavior indicates that Beijing is willing to tolerate—and may even be trying to cultivate—mutual dependence on certain issues.
 Simply put, China seems to be consciously increasing levels of interdependence rather than avoiding deeper ties. In its relations with ASEAN and as a member of the SCO, for example, Beijing no longer insists upon the compartmentalization of economic and security dialogues. In fact, China has begun to link the economic and security arenas in ways that seemingly challenge the basic realist expectation that countries will seek to preserve their autonomy as a top priority.  

Especially noteworthy is China’s unprecedented embrace of institutionalized forms of cooperation.  Consider ACFTA.  In the words of Zha Daojiong, ACFTA “will bind China to work with ASEAN under a set of negotiated rules”
 Furthermore, the fact that China’s leaders have pursued ACFTA, despite numerous studies predicting that ASEAN’s material benefit from trade liberalization will outstrip China’s, would seem to contradict realist expectations about the importance of relative gains.
  In this respect, the favorable terms China granted ASEAN in their November 2002 Framework Agreement on Comprehensive Economic Cooperation, to say nothing of subsequent concessions, require further explanation. 

One interpretation of China’s turn toward multilateralism is that Beijing now believes its quest for development, security, and status is best served by deeper engagement in world affairs generally and greater participation in institutionalized forms of cooperation specifically. At a minimum, this view suggests that China’s leaders regard growing interdependence as a fundamental condition of international relations that cannot be resisted in conducting state-to-state relations. More provocatively, Beijing can be seen as actually embracing liberal internationalism as a strategic choice in an era defined by globalization, regionalism, and unipolarity. In this sense, interdependence has become an end as well as a means in the conduct of Chinese foreign policy.

According to this interpretation, China’s turn toward multilateralism over the past decade owes much to its evolving understanding of globalization.
 As a strategic context, globalization is seen as introducing—or at least accelerating the emergence of—new sources of economic and security vulnerability such as unregulated capital flows, weapons proliferation, drug trafficking, transnational terrorist networks, cyber crime, and the spread of infectious diseases.  The fact that mainstream leaders, bureaucrats, and scholars in China view such a wide range of issues in terms of globalization underscores the phenomenon’s importance as a lens through which elites view the challenges facing the country. Indeed, globalization figures more and more prominently in China’s strategic thinking.  From the rising threat of non-state terrorism and the regional economic weaknesses highlighted by the Asian Financial Crisis, to the outbreak of Severe Acute Respiratory Syndrome (SARS) and the transnational diffusion of lethal military technologies, forces associated with globalization are seen as providing significant challenges to Chinese interests.  

Over time, Beijing has acknowledged that China’s security has become more dependent on the security of other countries as threats have become increasingly globalized. As expressed by then-President Jiang Zemin in 2002: “As countries increase their interdependency and common ground on security, it has become difficult for any single country to realize its security objective by itself alone. Only by strengthening international cooperation can we effectively deal with the security challenge worldwide and realize universal and sustained security.”
 According to the liberal interpretation, China increasingly realizes that the practice of Realpolitik is self-defeating.  As a result, Beijing wishes for the world’s great powers to move away from a traditional, zero-sum, unilateralist struggle for security in favor of positive-sum, multilateral efforts at “common security” and “globalized cooperation.”
 As seen from this perspective, much of China’s diplomacy at the United Nations is becoming more consistent with liberal internationalism. 

In the economic dimension, China sees itself both as one of the world’s main beneficiaries of globalization and as a country well positioned to take further advantage of globalization in the future.
 While Chinese leaders have also routinely noted the negative aspects of globalization, they seem to believe that globalization, if properly managed by appropriate national and multilateral policies, affords latecomers the chance to achieve significant economic gains by integrating themselves into transnational production and financial structures.
 This view is, of course, consistent with China’s epochal decision to enter the WTO.  In his speech to the November 2001 WTO Ministerial Conference in Doha, Qatar, the gathering at which the group’s members formally made their decision to admit China, then-foreign trade minister Shi Guangsheng explained that Beijing’s “WTO accession and full participation in the multilateral trading system are strategic decisions made by Chinese leaders under accelerated economic globalization…which fully demonstrates the resolve and confidence of China to deepen its reform and to open further to the outside world.”
 

Indeed, WTO accession cemented a fundamental shift in China’s grand strategy in which the country’s leaders decided to advance the state’s interests through the deepening economic and security interdependence of the existing international system. Former Singapore Prime Minister Lee Kuan Yew reportedly described WTO entry as “the single biggest economic and political decision China has made since 1949.”
 Given how WTO membership arguably certified Beijing’s acceptance of globalization, as well as its acceptance of the international economic system more generally, Lee’s observation hardly seems an exaggeration.


China’s leaders have repeatedly acknowledged that globalization encourages broad participation in multilateralism at both the regional and global levels.
  Although Beijing remains wary about the implications of multilateralism for national autonomy, institutionalized forms of cooperation are now seen as instruments by which China can pursue its interests both effectively and with international legitimacy.  Notably, multilateralism allows China to assert a leadership role—especially in East Asia—without unnecessarily exacerbating fears that Beijing harbors revisionist intentions.  According to a liberal interpretation of Chinese behavior, Beijing increasingly subscribes to notions such as win-win economic competition and collective security. Whereas interdependence used to be accepted rather narrowly as an economic means to China’s developmental ends, in the new millennium Beijing appears to assign independent weight to interdependence as a broader political goal of Chinese foreign policy. From this perspective, China is a status-quo power that seeks to use institutionalized cooperation to facilitate mutual development and security and to restrain unilateralist exercises of U.S. power.

The belief that globalization can be used to restrain U.S. power is also reflected in the increasing emphasis Beijing places on multilateralism over multipolarity in official Chinese rhetoric.  Whereas the promotion of multipolarity suggests that China seeks explicitly to balance against U.S. power, Beijing’s increasing diplomatic emphasis on multilateralism “reflects a preference for a more democratic world order that emphasizes proper management of state-to-state relations over the redistribution of power.”
 According to a liberal interpretation, China is eschewing realist great-power struggle, as characterized by internal military mobilization and hostile external alliances, in favor of a cooperative, multilateral approach to development and security.  From this perspective, Beijing’s promotion of ideas such as the New Security Concept (NSC) and the “democratization of international relations” (democratization of IR) reflects the kind of genuine value change associated with foreign policy learning.
  

In the place of alliance structures, the NSC foresees the creation of a more progressive security order in which bilateral relations and multilateral institutions are characterized by mutual trust and benefit, equality, and cooperation. Not surprisingly, the NSC has been closely associated with calls for the democratization of IR. As explained by Jiang, the democratization of IR means that the “affairs of each country should be decided by its own people, affairs between countries should be handled through consultations among them as equal members, and global challenges should be taken on by all countries working in close cooperation.”
 When first introduced in 1998, the democratization of IR placed considerable emphasis on respecting national diversity and ensuring the right of countries to choose their own developmental path, as one might expect in the immediate aftermath of the Asian Financial Crisis when economic security and political sovereignty were seen as imperiled.
  While that theme remains, the focus has shifted over time to an emphasis on international decision-making more broadly, with democratic consultation implicitly contrasted with hegemonic governance.
 

Strategic Multilateralism: Chinese Foreign Policy as an Expression of Realist Internationalism 

While Chinese behavior may be at odds with certain general realist expectations, many of Beijing’s actions can also be reconciled quite satisfactorily with specific lines of realist thought.  For example, China’s engagement of ASEAN countries fits well with the classic realist explanation of Germany’s trading relations with its smaller European neighbors between World War I and World War II, as set forth by Albert Hirschman in his landmark book National Power and the Structure of Foreign Trade.
  In Hirschman’s account, Germany sought to increase its political leverage by offering favorable trade arrangements to its smaller neighbors.  Rather than try to dominate by extracting economic concessions from weaker parties, Germany sought to increase its political influence by purposely accepting asymmetric economic relations. From this perspective, contemporary China would be seen as cultivating interdependence with smaller countries such as its ASEAN partners, not as a separate end, but as a means of enhancing its political power.  If analogous arguments are made about China’s participation in the SCO, or even its ongoing, multifaceted bilateral engagement of countries such as South Korea, Australia, and New Zealand, one could identify a realist-oriented strategy in which Beijing is trying to increase its regional political influence through economic statecraft.

It may well be that initiatives such as ACFTA carry certain costs for China.  For example, studies have shown that China stands to enjoy the greatest economic benefit—in terms of both absolute and relative gains—from trade liberalization in the WTO, APEC, and APT, respectively.
  In this respect, ACFTA is suboptimal.  Not only does China incur the opportunity cost of forgoing broader trade liberalization by focusing on ACFTA, but as mentioned earlier most studies suggest that ASEAN will likely enjoy relative gains vis-à-vis China as a result of ACFTA. At the same time, however, a realist interpretation would argue that ACFTA will likely enhance China’s overall influence and security.  In this sense, short-term (or, if necessary, even long-term) economic sacrifices are accepted in pursuit of international political goals that promise long-term impact.  For example, even if ASEAN countries enjoy higher rates of economic growth from ACFTA, China will still accrue critical benefits such as improved access to raw materials and other inputs vital to its economic well-being.  In this way, ACFTA could enhance China’s long-term autonomy in world economic affairs vis-à-vis dominant players such as the United States, the European Union, and Japan, even if its autonomy vis-à-vis ASEAN is constrained in certain respects.  

Similarly, for all the wealth creation that ASEAN countries might enjoy as a result of ACFTA, this would come at the expense of greater dependence on China.  As the importance of exports to China grows for ASEAN countries, so too does Beijing’s political leverage.  Indeed, China may not even need to twist arms to ensure that ASEAN acts in accord with Beijing’s interests. As the International Political Economy literature has repeatedly noted, small states often perceive their interests as converging with those of larger neighbors as the result of FTAs and other agreements that institutionalize cooperation. More broadly, domestic politics has long been understood as being significantly shaped by the structure of a country’s international economic relations.
 Specifically, the beneficiaries of trade liberalization in the smaller countries (e.g., ASEAN) have an interest in defending and even advancing relations with the larger partner (e.g., China).  From this perspective, economic restructuring associated with ACFTA should strengthen those sectors, firms, and factors of production in ASEAN countries that are advantaged by trade liberalization with China.  Indeed, new political interests and coalitions could be expected to emerge that favor the articulation of domestic and foreign policies beneficial to China.
 

From this perspective, China’s turn toward multilateralism signifies not a principled commitment to liberal internationalism but a pragmatic willingness to use institutionalized cooperation in managing relations with certain countries. Recognizing the utility of institutions as tools of power politics, China’s leaders have a made a strategic choice to pursue multilateral agreements selectively as an efficient, internationally legitimate means of institutionalizing their country’s rise. In so doing, China accepts a more rules-based order but mainly as a cost of establishing an international environment conducive to the pursuit of its interests. 

In its relations with ASEAN and as a member of the SCO, for example, China pursues a rules-based order largely of its own making—accepting limited restraints on its own autonomy in exchange for the long-term institutionalized cooperation of its partners.
 Given the emphasis placed on pressing domestic priorities such as economic development and dealing with Taiwan, to say nothing of the ongoing challenge of coping with U.S. hegemony, Beijing views favorably the tradeoff of accepting modest restraints on its own behavior in exchange for greater stability on its periphery. If successful, this effort would enable China to assume a leadership position in the region while simultaneously allaying concerns that its rising power constitutes a threat to its neighbors.

More focused on long-term benefits than on the short-term maximization of gains that could be extracted through the exercise of unrestrained power, China has increasingly embraced what John Ikenberry calls an “institutional bargain.” In this bargain, the leading state “agrees to tie itself to the commitments and obligations of an interstate institution” so long as those “institutional agreements…lock in other countries into a relatively congenial and stable order” conducive to the leading state’s long-term interests.
  In this way, multilateral agreements can enhance the exercise of what Joseph Nye calls “co-optive behavioral power—getting others to want what you want.”
 In what Ikenberry calls a “free-floating” (i.e., uninstitutionalized) order, the leading state must resort to the “constant and costly exercise of power to get its way.”
 In this way, institutionalized cooperation can be seen as a mechanism of political control.  Even though China must accept some measure of reduced policy autonomy as a demonstration of self-restraint, this tradeoff is more efficient than repeated reliance on coercive power.  Especially as power resources become “less fungible, less coercive, and less tangible” over time, institutionalized cooperation becomes an increasingly attractive tool for rising powers such as China.

Rather than emphasizing relative gains calculations vis-à-vis ASEAN or its SCO partners, China seems to be more concerned about calculating the opportunity cost of institutionalized cooperation (as expressed in reduced policy autonomy) compared to the gains available by “locking other states into enduring policy positions.”
 (To this point, it should be noted, China’s multilateral agreements with ASEAN and SCO have not been very costly in terms of reduced policy autonomy.) Consistent with Hegemonic Stability Theory, a leading realist explanation of U.S. behavior in the post-Cold War era, this perspective emphasizes how large powers try to “build long-term security, political, and economic commitments that are difficult to retract,” often by providing public goods or other benefits to smaller countries on favorable terms through multilateral institutions.

Rather than use its growing power to extract economic concessions from smaller partners such as ASEAN, South Korea, Australia, New Zealand, and the SCO countries, China seeks to use its status as a regional (and, indeed, global) engine of growth to advance its political objectives. In true realist fashion, political ends trump narrow economic goals.  What China seems to value most is long-term political power rather than the short-term maximization of wealth.  If short-term economic gain were valued most, Chinese policy would arguably be quite different.  On the one hand, Beijing might push hardest for trade liberalization in WTO, APEC, or APT (i.e., an East Asian FTA).  On the other hand, Beijing might try to pursue relative gains by forcing its smaller trade partners to accept disadvantageous deals.  Instead, China has seemingly forsaken short-term economic concerns for the prospect of substantial long-term political gains.  In the case of ACFTA and other FTAs under consideration, Beijing seems to be following a strategy in which the cultivation of political influence is paramount. The fact that China made concessions in securing ASEAN’s agreement to pursue ACFTA is powerful evidence of Beijing’s priorities.  To be sure, China still stands to benefit handsomely from expanded economic cooperation. To maximize the creation of wealth from these initiatives, however, Beijing’s choice of partners would be expected to include larger, more robust economies.

As the foregoing discussion suggests, a realist interpretation would emphasize the selective, partial, and generally uneven nature of China’s turn toward multilateralism. While Beijing’s longstanding aversion to institutionalized cooperation has weakened substantially, China’s leaders remain cautious about the obligations they accept, often still preferring codes of conduct and statements of principle in favor of legalized agreements with robust enforcement mechanisms. For example, Beijing maintains a preference for pacts, such as ASEAN’s Treaty of Amity and Cooperation, which reinforce principles of sovereignty, territorial integrity, non-interference in domestic affairs, peaceful settlement of disputes, and renunciation of the threat or use of force.
 Similarly, Beijing is most enthusiastic about agreements that emphasize consultation and consensus on key issues such as dispute management. The SCO is defined by the so-called Shanghai Spirit, just as China’s expanding relations with ASEAN extend and strengthen the much-ballyhooed ASEAN Way. Although the SCO is a formal organization, it is based on voluntary principles that reinforce Westphalian notions of sovereignty. All of that said, China does support a more institutionalized direction for international cooperation, if not Western-style legalism in all its ramifications.

In many respects, China seems to be engaged in a balancing act. On the one hand, growing economic and security interdependence in world affairs has increased China’s interest in the kind of stable, rule-governed environment associated with deepening multilateralism. At the same time, Beijing’s traditional resistance to shared sovereignty and the constrained policy autonomy that accompanies collective decision-making militate against greater acceptance of formal institutionalization. Where a more formal, legalistic approach is necessary, Beijing has pursued this kind of institutionalized cooperation on a selective basis. Specifically, Chinese leaders have pursued institutionalized cooperation most enthusiastically either in global multilateral settings (e.g., WTO and UN) or regionally with weaker partners (e.g., ASEAN and SCO). 

In recognition that small numbers can be a source of vulnerability, Beijing seems to prefer larger groups except when China is the most powerful participant.  Consistent with realist concerns about the danger of entering into agreements with stronger partners who might find their leverage further enhanced, China favors trade negotiations in the WTO over APEC. Although its membership draws on twenty-one economies from both sides of the Pacific, APEC still lends itself to dominance by the United States (and its allies such as Japan).  As a result, there has long been concern in Beijing that institutionalized cooperation in APEC would likely reflect U.S. interests at China’s expense.  Whatever the risks of WTO entry, China’s membership in that group offers a more attractive alternative because its agenda is less easily dominated by the United States. To the extent that growing interdependence advances a Chinese interest in a stable, rule-oriented environment, the pursuit of institutionalized cooperation in large groups such as the WTO represents a more desirable choice.  

China’s differentiated approach to trade liberalization—favoring WTO negotiations and FTAs with weaker actors such as ASEAN, all while demonstrating less enthusiasm for similar agreements in venues such as APEC—undermines not only the notion that China opposes institutionalized cooperation altogether but also the notion that Beijing uniformly supports institutionalized cooperation.  From this perspective, China pursues strategic rather than principled multilateralism. In this sense, it is not so much institutionalized cooperation that China resists as the prospect that certain venues for institutionalized cooperation might produce outcomes adverse to Chinese interests.
  While the United States casts a large shadow even on groups with nearly universal membership, such as the WTO, its dominance is less pronounced there than in groups with smaller memberships, such as APEC.

The fact that Beijing has pursued trade liberalization more actively within East Asia rather than on a trans-Pacific basis, when the latter would by all accounts yield greater economic benefits for China, supports the realist view that the goal of initiatives such as ACFTA has been more political than economic. As seen from this perspective, China’s new-found support for FTAs reflects the powerful opportunity that FTAs provide to set new rules, standards, and procedures consistent with Chinese interests. As discussed earlier, FTAs such as ACFTA also stand to create regional trade structures that would make China’s partners more dependent economically. This in turn would confer power on Beijing.  As numerous studies have shown, China’s deepening participation in the world economy—as symbolized and accelerated by Beijing’s WTO accession—is already having a powerful re-structuring effect on global trade patterns.
 ACFTA and China’s other FTA initiatives represent a regional intensification of this trend.  Indeed, changing trade patterns have profound security externalities.  Consistent with Hirschman’s analysis of interwar Germany, the strategic use of economic multilateralism by contemporary China seems designed to cultivate interdependence with smaller countries as a means of enhancing its political power.

Consistent with this interpretation, another purpose of China’s active participation in East Asian regionalism may be to balance against U.S. power.  Absent formal military alliances, it could be argued that China’s approach is one of subtle or soft balancing.  Indeed, realists would argue that China’s promotion of “partnerships without alliance”—an application of the New Security Concept—in its relations with ASEAN and SCO countries is a thinly-veiled effort to counter Washington’s dominance in the region. Whereas the liberal interpretation would emphasize Beijing’s growing commitment to multilateral processes as an independent goal of Chinese foreign policy, albeit one that has the effect of restraining the exercise of U.S. power, the realist interpretation is that multilateralism—pursued selectively and opportunistically rather than uniformly—is designed to weaken the bilateral alliances that serve as the core of Washington’s grand strategy in East Asia. From this perspective, multilateralism is more a means (to balance against Washington) than an end in itself (institutionalized interdependence for its own sake).  In this sense, a realist interpretation would characterize China’s policy as strategic multilateralism rather than principled multilateralism.

Even though China’s promotion of regional initiatives in East Asia can be interpreted as an effort to balance against U.S. power, China’s acceptance of deepening commercial ties with the United States arguably remains at odds with realist expectations.  To be sure, Beijing’s support for APEC as a venue for trade liberalization is relatively weak.  As discussed earlier, China pursues formal modes of cooperation most enthusiastically either in global institutions that boast nearly universal membership or regionally when the United States is not a participant.  That said, Chinese leaders have allowed market-oriented economic ties with the United States to deepen despite Washington’s status as a potential political-security threat.  Whatever Beijing’s efforts to diversify its economic relations, it has hardly eschewed burgeoning commercial ties with the United States.  Furthermore, it is unclear which side benefits more from Sino-American economic interdependence. Many observers in China believe that no country benefits more from economic globalization than the United States, even if China is also a leading beneficiary. To the extent that this assessment accurately reflects the thinking of Chinese leaders, Beijing’s behavior would seem inconsistent with relative gains arguments. 

For some realists, however, the importance of relative gains is thought to be greatest when differences in power are either small or rapidly changing, two conditions that do not apply to contemporary U.S.-China relations.  Given that the current power gap between China and the United States is both large and relatively stable, China may be more concerned about preventing further losses than in seeking gains.
 Especially given the importance of American market actors to the dynamics of world economic activity, not to mention China’s lack of viable developmental alternatives, one line of reasoning would be that China’s deeper economic ties with the United States reflect a risk averse strategy in which China defensively tries not to fall further behind. A realist interpretation would also emphasize that Beijing has tried, whenever possible, to preserve flexibility by pursuing less institutionalized forms of cooperation with the United States, especially in groups such as APEC.  From this perspective, there is a distinct difference between China’s engagement of its smaller partners in East Asia (and the Asia-Pacific more generally) and its engagement of the United States.  Economic interdependence with the United States may be necessary in order to avoid falling further behind in the competition for comprehensive national power, but the preferred Chinese approach to Sino-American relations (informal economic cooperation) differs markedly from its preferred, albeit still evolving, approach vis-à-vis weaker regional partners (formal economic cooperation).

Does Multilateralism Reflect China’s Strategic Choice?

By exploring liberal and realist interpretations of China’s turn toward greater multilateralism in its foreign policy, this paper has taken the form of an extended thought experiment. Like all thought experiments, this paper simplifies the subject in ways that must be acknowledged.  First, the analysis is restricted to two rather specific liberal and realist interpretations.  Other liberal and realist interpretations could certainly be identified, to say nothing of constructivist interpretations or various applications of critical theory.  Second, the paper paints a somewhat static picture of Chinese decision-making.  Domestic impulses, such as the political imperative of maintaining robust economic growth, are largely absent from the analysis here.  Similarly, international stimuli are not examined at length.  On the one hand, space does not allow detailed analysis of how China’s evolving policies on multilateralism have been shaped by interaction with its external environment. At the same time, it should be acknowledged that Chinese initiatives in the area of economic cooperation, for example, are at least in part a response to factors such as the lessons of the Asian Financial Crisis and the spread of a so-called FTA fever that has gripped the international political economy in recent years. 

At a global level, China’s epochal choice to join the WTO cannot be understood in isolation from the long-term commitment displayed by the advanced industrial democracies—particularly the United States—to the commercial engagement of China.  At a regional level, ASEAN’s receptivity to Chinese initiatives such as ACFTA has of course also been critical in shaping Beijing’s evolving position on multilateralism. In short, the outside world has positively reinforced China’s turn toward multilateralism in numerous ways. Similarly, China’s external environment also undoubtedly helps to explain how and why China’s commitment to multilateralism remains tentative and conditional in many respects.

In contrast to the liberal and realist interpretations presented in this paper, a structuralist interpretation emphasizing the nature of the global capitalist system might address some of the limitations identified above. For example, one aspect of China’s integration into the world economy not explored in this paper is the power of transnational manufacturing networks (that is, global commodity chains or value chains) in shaping Chinese behavior.  As I have argued elsewhere, the notion that there is a “global logic” to China’s reform and opening provides a useful perspective in trying to understand the course of the country’s economic and foreign policies during the post-Mao era.
  From this perspective, China exercises a much reduced—and altogether different type—of “strategic choice” (i.e., agency) than that suggested by the liberal and realist interpretations presented in this paper.   Indeed, in many structuralist approaches the conception of the state as a political actor would be fundamentally different from that found in the literature on multilateralism.

The point, therefore, is to acknowledge that the thought experiment presented in this paper is state-centric (as per the liberal and realist interpretations provided) and may also underestimate the dynamic, interactive nature of China’s relations with the outside world. Chinese decision-makers do of course operate in a world characterized by features such as unipolarity, interdependence, globalization, and regionalism.  With respect to the last feature, for example, it is legitimate to ask whether it is China that is turning to regional multilateralism or whether it is East Asia more broadly that is actually turning to regional multilateralism, with China primarily following this trend. This point relates to the larger issue of whether China has a grand strategy that calls for the greater use of multilateralism as a means of pursuing specific objectives in its foreign policy.  In different ways, the liberal and realist interpretations presented in this paper concur that China’s increased emphasis on multilateralism reflects strategic choice rather than serendipity or simple pragmatism. 

While a case can be made that Beijing has “crossed the river by feeling for stones” in its foreign policy as well as in its domestic economic reform, it would seem that China’s increased use of multilateralism reflects more than a trial-and-error unfolding of events or the simple weakening over time of Beijing’s principled opposition to the practice. Specifically, China’s turn toward multilateralism seems to have coincided with high-level political decisions about the country’s proper course domestically and internationally.
 Taken together, a series of major policy moves taken at the end of the 1990s and early in the new millennium suggest that China’s turn toward multilateralism reflected the crystallization of a grand strategy, or at least a de facto grand strategy. For example, by the late 1990s Chinese leaders had come to the realization that unipolarity was likely to persist indefinitely. Indeed, it was also around this time that China lessened its official opposition to U.S. alliances in East Asia, tacitly recognizing that American presence in the region benefits Chinese interests in certain respects. By electing not to openly oppose the United States, Beijing made it easier for neighbors such as the ASEAN countries and South Korea to develop closer relations with China because they were not, in essence, forced to choose between Beijing and Washington.  As discussed earlier, the timing of China’s decision to join the WTO, followed by its comprehensive engagement of SCO, ASEAN, and other countries on its periphery, further suggests that the increasingly rapid erosion of China’s longstanding skepticism of multilateralism reflects a strategic choice.  

Even if there was no master plan with a blueprint detailing exactly what multilateral initiatives to take and how precisely these steps would fit into a formal grand strategy for making China rich and strong in the face of myriad developmental challenges at home and U.S. hegemony abroad, the intensity and depth of China’s various FTA and security dialogue initiatives seems hard to square with an argument that these developments were largely serendipitous and unconnected.  Even if China’s much-ballyhooed pragmatism played a role, it is difficult to see how, for example, the SCO evolved in unintended fashion as quickly as it did from a loose forum for the inter-state coordination of border issues to a formal organization embodying aspects of a quasi-military alliance. Indeed, Beijing’s active leadership role in the establishment of the SCO further undermines the notion that little or no element of conscious strategy was involved. As Jianwei Wang has shown, China pushed to expand the SCO’s agenda from security cooperation to economic cooperation in a self-conscious effort to maintain what Beijing regarded as the group’s flagging momentum.
  Similarly, the broadening of China’s engagement of ASEAN since the late 1990s seems far too comprehensive to have unfolded in the absence of some strategic direction. All told, it is hard to fathom that China has unwittingly allowed its participation in multilateral cooperation to grow in ways that it actively resisted in the past.

Is China Learning?  And Does It Matter?  

This paper focuses on why China pursues multilateralism, particularly regionally. Some might argue that the question of whether Chinese policy is informed by realist internationalism or liberal internationalism is much less important than the fact that China has become more active multilaterally. According to this position, China’s interests are likely to be fundamentally transformed over time by its participation in multilateralism—regardless of Beijing’s initial intentions.  From this perspective, participation in multilateralism is a slippery slope. What may begin as instrumental participation (adaptation) often leads to enmeshment (adaptive learning) as national interests are transformed over time through the experience of participating in multilateral cooperation.  The point, in short, is that norms often follow behavior.  Cooperative behavior socializes the participants, creates incentives to conform to multilateral principles, and otherwise contributes to the genuine (i.e., cognitive) learning in which value change takes place.  The realist interpretation would caution, however, that this process is neither as seamless nor as irreversible as described here.   From this perspective, China’s current commitment to multilateralism is too opportunistic, conditional, selective, and incremental to dismiss the question of motivations so easily. As much as China’s views of, and policies toward, multilateralism have evolved, the permanence of Beijing’s commitment to institutionalized cooperation on the basis of generalized principles of conduct is by no means assured. Particularly given China’s traditional skepticism of multilateralism, realists would caution that Beijing’s recognition that multilateralism has utility in advancing Chinese interests should not be mistaken for foreign policy learning.

While the liberal and realist interpretations differ markedly on a wide variety of issues, perhaps the most significant issue is whether and how Beijing is likely to continue down the “multilateral path” in the future.  According to the liberal view, China can be expected to broaden and deepen its participation in multilateral groups as the process of globalization continues to unfold.  As such, growing interdependence in world affairs is likely to serve as an important stimulus in China’s foreign policy learning.  By contrast, the realist view would expect China’s commitment to multilateralism to remain decidedly uneven, particularly in terms of acquiring new partners or expanding China’s current participation to new institutions. Moreover, realist analysis would anticipate a possible reevaluation of current multilateral arrangements as the costs of constrained autonomy rise. As China becomes more powerful relative to its partners, the opportunity cost of constrained autonomy will increase, even if neither the scope nor the depth of existing cooperative arrangements proceeds any further.  Consequently, it is unclear—and even doubtful—from a realist perspective whether Beijing will be willing to take the next step in regionalism by sharing governance in any meaningful way. More generally, realists would caution against any assumption that a more “multilateral” China will necessarily be more altruistic or civic-minded, as multilateral institutions have proved to be tools of domination in the past. 

Concluding Thoughts

This paper raises a central question: what is the ultimate goal of Beijing’s more active participation in multilateralism, integration or domination? This dichotomy portrays the alternatives too starkly, to be sure, but the liberal interpretation does see China’s increased pursuit of institutionalized cooperation as reflecting a commitment to cultivate international interdependence for its own sake, with an explicit objective of advancing a rules-based, norm-driven order.  By contrast, the realist interpretation sees China’s growing participation in multilateralism as little more than a mechanism by which Beijing can increase its power and influence, with primacy as the ultimate objective.

China’s recent foreign relations provide mixed evidence.  On the one hand, Beijing’s commitment to institutionalized cooperation arguably continues to grow stronger. For example, in March 2005 China signed agreements with the Philippines and Vietnam to conduct joint oil and gas exploration in the South China Sea.  According to the liberal interpretation, this action is a concrete manifestation of China’s ongoing commitment to the 2002 Declaration on the Conduct of the Parties in the South China Sea. Whether such behavior will carry over into the handling of maritime disputes with countries such as Japan, however, remains to be seen. 

This example aside, the direction of recent developments in China’s foreign relations seems, on balance, more consistent with the realist interpretation than the liberal interpretation.  In lieu of a more formal conclusion, the remainder of the paper will provide a brief inventory of China’s behavior that suggests the promise of pursuing a Hirschman-inspired line of realist argumentation about Beijing’s participation in contemporary regional multilateralism. 

A Multilateralism of its Own?

One striking characteristic of recent Chinese foreign policy is Beijing’s determined pursuit of its own preferred multilateral mechanisms in East Asia.  In some cases, this has simply meant promoting existing forums that it favors.  In 2005, for example, China has hosted an ARF seminar on cooperation in the area of nontraditional security threats, hosted the Second Greater Mekong Subregion (GMS) Summit, and attended an APT meeting hosted by Thailand on the spread of infectious disease.  The GMS summit was particularly noteworthy, as it further cemented China’s growing influence in mainland Southeast Asia. At a bilateral level, recent Chinese activity with ASEAN countries includes the September 2005 signing of economic cooperation agreements with Singapore, Thailand, and Indonesia.  In the case of Indonesia, this followed the completion of a strategic partnership agreement in April 2005.

Nor has Southeast Asia been the only focus of Chinese activity. Another existing forum that Beijing seeks to advance is the SCO.  Its limitations notwithstanding, the SCO is proving to be a useful political instrument in the pursuit of China’s foreign policy objectives.  In July 2005, for example, the heads of state from the SCO jointly called for the United States to establish a timetable for the withdrawal of American forces from Kyrgystan, Uzbekistan, and Tajikistan. Beyond its use of existing forums, China has also sought to promote specific new mechanisms for multilateral dialogue.  For example, the establishment of an ARF Security Policy Conference was widely interpreted as a Chinese effort to create an alternative to the annual Shangri-La Dialogue.  Along the same lines, the fledgling Boao Forum is yet another case in which Beijing has sought to put its own stamp on Asian multilateralism. The single most important example of this behavior, however, is China’s active support of the East Asia Summit (EAS), which will be hosted by Malaysia in December 2005.  In the words of one U.S. government official, “China wants the East Asia Summit because it’s not APEC.”
  From this perspective, EAS is desirable because it excludes both the United States and Taiwan. In the view of many observers, EAS represents an opportunity for Beijing to develop a China-centered East Asian Community. To that end, China is said to be intent on broadening the EAS agenda to include political and military cooperation as well as economic cooperation.

 China’s Participation in Asian Financial and Monetary Cooperation

Although it is undeniable that Beijing’s support for financial and monetary cooperation in East Asia has reached unprecedented heights, especially rhetorically, it is also true that China’s concrete activities are still concentrated fairly narrowly on initiatives where it stands to benefit directly.  According to interviews with government officials, policy analysts, and scholars from several countries in the region, China’s behavior in the area of financial and monetary cooperation falls short of a standard consistent with a genuine shift toward liberal internationalism.
  While Beijing’s policy positions have evolved significantly since it resisted Japan’s proposal to establish an Asian Monetary Fund during the 1997-98 Asian Financial Crisis, Chinese officials remain skeptical about recent discussions aimed at transforming the network of bilateral currency swaps under the Chiang Mai Initiative (CMI) into a multilateral mechanism.  In the opinion of most observers, China remains particularly wary about developing the kind of intrusive surveillance processes, standard setting practices, and regulatory capacity that would be necessary to “multilateralize” the CMI.  Especially as China is unlikely to be a beneficiary of the activation of swap arrangements, given its current set of economic policies and vast foreign exchange reserves, the prevailing view is that Beijing’s priority is to guard its autonomy and sovereignty.  According to officials from central banks and finance ministries, there is sometimes a significant gap between Chinese rhetoric and Chinese behavior. On the one hand, financial and monetary cooperation in East Asia could never have progressed as far as it has in recent years without China’s support and active participation.  On issues related to the development of capital markets, such as the Asian Bond Market Initiative, Beijing appears to be genuinely enthusiastic.  On the other hand, many observers claim that China remains deeply cautious on certain issues.  For example, according to a Japanese Ministry of Finance official, China accepted somewhat reluctantly the agreement struck at the May 2005 APT finance ministers’ meeting to double both the reserve size of swap arrangements under the CMI and the drawdown mechanism for disbursing funds without an IMF-supported program.
     

China’s FTAs

 The nature of the FTAs China has concluded or is currently negotiating seems to support the realist interpretation.  Unlike the United States, and to a lesser extent Japan, China has not sought broad agreements that address services, investment, and other issues beyond trade in goods.  Indeed, there is little evidence that China has either bargained hard or will bargain hard to maximize the liberalizing impact of its FTAs.  One example is the way China has handled the WTO-mandated requirement that preferential trade agreements cover “substantially all” trade between the parties involved.  According to individuals privy to China’s negotiating positions, Beijing aspires only to meet the ninety-percent threshold. In some cases, China has reportedly sought to reduce tariffs for products where it has little or no trade with a prospective FTA partner. As a result, many of the areas covered by China’s FTAs are likely to be relatively insignificant. By contrast, some of the most important, sensitive, highly protected areas of traded goods remain outside the purview of China’s FTA discussions.  According to one government official in the region, China more or less says to its partners, “you pick your ten percent area of exclusion, and we’ll pick our ten percent area of exclusion.”
  For some countries, this makes China an attractive partner with whom to pursue an FTA, especially compared to more “demanding” countries such as the United States.  By most accounts, ASEAN countries were relieved that an FTA with China offered the opportunity for substantial economic benefit (albeit less than what would have been possible in a more ambitious agreement) at relatively minimal cost.   By not pushing harder for a deal that would have liberalized more trade, and by agreeing to adopt the rules of origin standard already established in the ASEAN Free Trade Agreement, China made itself a popular partner with its Southeast Asian neighbors. 

As the foregoing suggests, the consensus among government officials, policy analysts, and scholars is that China’s FTAs are designed more to improve political ties and to expand economic cooperation (e.g., improved access to natural resources, conferral of market economy status, and government-to-government plans to increase trade and investment in targeted areas) than to make trade freer in the conventional sense.
  According to an official in Japan’s Ministry of Economy, Trade, and Industry, China’s FTA diplomacy demonstrates a significant capacity for strategic action.
  As China is not a democracy, the country’s leaders are not accountable in the same way that their counterparts in the United States, Japan, and elsewhere are.  Whatever the constraints of bureaucratic or intra-party politics in China, top leaders in Beijing can and do pursue politically advantageous deals more freely than American or Japanese leaders could.  Particularly in its relations with ASEAN and as a member of the SCO, China is using economic statecraft to grasp the political agenda and thereby occupy strategic space.    Even if China’s FTAs prove to be relatively low-quality FTAs in an economic sense, they are likely to be effective political instruments.
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