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CHECKING CHINA’S MARITIME PUSH

TUESDAY, FEBRUARY 28, 2017

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ASIA AND THE PACIFIC,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:30 p.m., in room
2172, Rayburn House Office Building, Hon. Ted Yoho (chairman of
the subcommittee) presiding.

Mr. YoHO. We are going to call this meeting to order. This will
be the first committee hearing of the Asia and the Pacific Sub-
committee, and it is an honor to be the chairman.

I welcome you guys here, and thank you for being part of this
committee and allowing me to be at the helm of it.

Good afternoon and welcome to the first meeting of the Sub-
committee on Asia and the Pacific of the 115th Congress. The sub-
committee will come to order. Members present will be permitted
to submit written statements to be included in the official hearing.
Without objection, the hearing record will remain open for 5 cal-
endar days to allow statements, questions, extraneous material for
the record subject to length limitations in the rules.

The People’s Republic of China’s aggressive and provocative be-
havior in the maritime territorial disputes represents a threat to
vital U.S. interests as severe as those from Russia, Iran, North
Korea, and terrorism from the Middle East, according to the Herit-
age Foundation’s 2017 index for U.S. military strength. Since 2013,
China has rapidly advanced its maritime capabilities, employed
them to transform the South China Sea with artificial islands,
place Japan under increasing pressure in the East China Sea, and
attempt to restrict freedom of navigation in its near waters. Unbe-
liev}a;bly, China has suffered little, if any, cost for this maritime
push.

In the South China Sea, China has built over 3,200 acres of land
over disputed features in the Spratly Islands, complete with mili-
tary-capable airstrips, ports, radars, anti-aircraft weapons, and,
confirmed just last week, surface-to-air missile silos.

China also continues to press Japanese vessels around the
Senkaku Islands in the East China Sea. Uncommitted to existing
global norms, China continually undermines attempts at a unified
response of these activities from ASEAN and has attempted to use
its economic influence to buy off other claimants.

The United States and our allies and partners recognize that our
military presence in the Western Pacific has been a force for sta-
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bility and for good across decades, but so far, we haven’t acted with
nearly the level of resolve that China has in its aggressive pursuit
of its arbitrary claims.

For example, officials from the last administration proclaimed
the importance of freedom of navigation far and wide in response
to China’s effort to restrict it. But this fundamental right, and the
international law which protects it, was only hesitantly enforced
with four Freedom of Navigation operations, none of which chal-
lenged China’s tacit assertion that its artificial islands are entitled
to territorial seas.

For nearly a decade, we have said much and done little. While
the South and East China Seas may seem distant, we have impor-
tant national interests at stake. The disputed areas are key global
economic and trade arteries. Nearly 30 percent of the world’s mari-
time trade moves through the area. Domination of these routes
might allow a regional power to use disruption as leverage.

The security of these areas is also essential for the energy secu-
rity of key U.S. defense allies and partners. Most of the energy sup-
plied to South Korea, Japan, and Taiwan comes through the South
China Sea. Energy insecurity among our friends in the region could
have serious implications for our ability to handle potential contin-
gencies arising from North Korea and elsewhere.

Perhaps most importantly, the lack of U.S. resolve hasn’t just al-
lowed China to change the status quo on the ground but contrib-
utes to worries among our allies and partners that the United
States lacks sufficient commitment to the region and feeds the nar-
rative that China has been successful in degrading U.S. influence
and global norms. The perceived potency of our military and diplo-
matic power is very much at risk. The South and East China Seas
are strategic keys to East Asia, and acquiescence to restrictions on
U.S. Forces’ freedom of operations there will undermine the U.S.
security guarantee and degrade both regional and world stability.

We need a new strategy, and the entrance of a new administra-
tion represents a good opportunity to form and implement better
policies to represent or reassert U.S. strengths in these critical
areas. It may be time to consider an assertive plan. As we have
seen, endlessly backing away from conflicts carries its own risks.
China has taken advantage of U.S. acquiescence to revise the sta-
tus quo, advancing its strategic interests in ways that raise the
risk of conflict. Timidity hasn’t de-escalated these maritime dis-
putes; it has only raised the stakes.

Today, we will hear suggestions from our expert panel for defin-
ing U.S. goals and addressing China’s maritime push as well as
policy options to operationalize more effective U.S. engagement on
this important issue.

At this moment, without objection, the witnesses’ written state-
ments will be entered into the hearing record.

I now turn to our ranking member, Mr. Sherman, for any re-
marks he may have.

[The prepared statement of Mr. Yoho follows:]



Opening Statement of the Honorable Ted Yoho (R-FL)
Chairman of the Subcommittee on Asia and the Pacific
Subcommittee Hearing: Checking China’s Maritime Push
February 28, 2017

{(As prepared for delivery)

The People’s Republic of China’s aggressive and provocative behavior in maritime territorial
disputes represents a threat to vital U.S. interests as severe as those from Russia, Iran, North Korea,
and terrorism from the Middle East, according to the Heritage Foundation’s 2017 Index of U.S. Military
Strength. Since 2013, China has rapidly advanced its maritime capabilities and employed them to
transform the South China Sea with artificial islands, place Japan under increasing pressure in the East
China Sea, and attempt to restrict freedoms of navigation in its near waters. Unbelievably, China has
suffered little if any cost for this maritime push.

In the South China Sea, China has built over 3,200 acres of land over disputed features in the
Spratly Islands, complete with military-capable airstrips, ports, radars, and antiaircraft weapons. Just
last week, satellite imagery confirmed that China has installed surface-to-air missile silos on its artificial
islands on Subi, Mischief, and Fiery Cross reefs. China also continues to press the Japan Coast Guard,
the Maritime Self-Defense Force, and the Air Self-Defense Force around the Japanese-administered
Senkaku Islands in the East China Sea. Uncommitted to existing global norms, China continually
undermines attempts at a unified response to these activities from ASEAN and has attempted to use its
economic influence to buy off other claimants.

The United States and our allies and partners recognize that our military presence in the
Waestern Pacific has been a force for stability and for good across decades. But so far, we haven’t acted
with nearly the level of resolve that China has in its aggressive pursuit of its arbitrary claims. For
example, officials from the last administration proclaimed the importance of freedom of navigation far
and wide in response to China’s efforts to restrict it. But this fundamental right, and the international
law which protects it, was only hesitantly enforced with four freedom of navigation operations, none
of which challenged China’s tacit assertion that its artificial islands are entitled to territorial seas.

For nearly a decade, we have said much, and done little. While the South and East China Seas
may seem distant, we have important national interests at stake. The disputed areas are key global
economic and trade arteries. Nearly 30 percent of the world’s maritime trade moves through the area.
Domination of these routes might allow a regional power to use disruption as leverage.

The security of these areas is also essential for the energy security of key U.S. defense allies and
partners. Most of the energy supplies of South Korea, Japan, and Taiwan come through the South



China Sea. Energy insecurity among our friends in the region could have serious implications for our
ability to handle potential contingencies arising from North Korea and elsewhere.

Perhaps most importantly, the lack of U.S. resolve hasn’t just allowed China to change the
status quo on the ground, but contributes to worries among our allies and partners that the United
States lacks sufficient commitment to the region, and feeds the narrative that China has been
successful in degrading U.S. influence and global norms. The perceived potency of our military and
diplomatic power is very much at risk. The South and East China Seas are strategic keys to East Asia,
and acquiescence to restrictions on U.S. forces’ freedom of operations there will undermine the U.S.
security guarantee and degrade both regional and world stability.

We need a new strategy, and the entrance of the new administration represents a good
opportunity to form and implement better policies to reassert U.S. strength in these critical areas. It
may be time to consider a more assertive plan. As we have seen, endlessly backing away from conflict
carries its own risks. China has taken advantage of U.S. acquiescence to revise the status quo,
advancing its strategic interests in ways that raise the risk of conflict. Timidity hasn’t de-escalated
these maritime disputes; it has only raised the stakes.

Today, we will hear suggestions from our expert panel for defining U.S. goals in addressing
China’s maritime territorial aggression, as well as policy options to operationalize more effective U.S.
engagement on this important issue.
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Mr. SHERMAN. Chairman Yoho, thanks for those remarks. Wel-
come to your new role. I look forward to working with you. And you
will find, as you already know, that I am hawkish on our trade re-
lationship with China and dovish on the so-called islands, more
reefs than anything else.

China is waging—every day—an attack on American working
families by refusing to accept our exports and by demanding co-
production agreements when they will take a few of our exports,
demanding that we transfer factories and technology as a price for
having some limited access to their markets. That is devastating
State after State in America. And, instead, we are focused on these
islands.

Why? Well, because the most powerful economic decision maker
in America is Wall Street, and they want us to ignore the devasta-
tion of America’s working families. And the most important deci-
sionmaker in the area of our military and national security is the
Pentagon and others who want to see a 10-percent increase in our
defense budget, and they know that China is the only worthy ad-
versary to the might of the American military.

So I do think it is important that we look at our bilateral rela-
tions with China, and the aggression of China in the South China
Sea, the East China Sea, is an irritant and maritime disputes and
our support for a free, international maritime regime is important.

If it was more important, we might join UNCLOS and actually
be part of the international order when it comes to maritime dis-
putes. Instead, we focus all of our attention on China’s refusal to
adhere to international law on these disputes.

There are 20 maritime disputes that do not involve China, and
not a single one of them has been the subject or even a partial sub-
ject of any hearing of this subcommittee, any subcommittee, or the
full committee of Foreign Affairs. Why? Because none of those dis-
putes justify a massive increase in the American military budget,
and none of those disputes distract us sufficiently from the war
that China is waging against American working families.

Now, we are told that these ports—these islands pose this great
threat to international trade because $5 trillion of trade goes close
to these islands or reefs. Yet, almost all of that trade is going in
and out of Chinese ports, and if China controlled these reefs, they
could blockade their own ports, and what threat, witnesses, does
that pose to American national security?

Now a few—some of that trade—are oil tankers coming from
Saudi Arabia to Japan, and in a worst-case scenario—and I do
note—that if China somehow dominated wrongfully and tried to
interdict in this area, those tankers would have to change their
course, thus increasing the cost of gasoline in Japan by at least Y10
of 1 cent per gallon. That is the worst that could happen to inter-
national trade. If they could blockade their own ports, they could
force some trade to go a little—on a slightly different route. And
that is a level of aggression that I don’t think any of us would tol-
erate.

So we have—let me see.

Finally, we have got to look at burden sharing. Japan demands
that we risk lives to defend these uninhabited islands and that we
spend billions—and apparently need to shut down a quarter or a
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third of our State Department to be able to afford to do it—to de-
fend these islands. They spend less than 1 percent of their GDP on
defense. We have to defend their islands. There is no oil there, but
if there is any oil there, it is Japan’s oil or South Korea’s oil; it is
not our oil. But, also, what happens to our mutual defense treaty
when America was attacked on 9/11? Our European forces—part-
ners at least put troops in harm’s way. Some of them are spending
2 percent of their GDP on defense. Japan said, “Well, we have got
this constitution. So we won’t help you, and we won’t amend our
constitution either to help you.” So Americans died by the thou-
sands, a country with a mutual defense treaty with the United
States binding them to help defend us, basically ignored. I think
there was a ship in the Indian Ocean that had a Japanese flag on
it.

So we are told that the Pentagon needs more money to defend
islands that Japan is unwilling to tax itself to defend, a country
that responded rather insufficiently when America was attacked.

And we are told: Don’t pay attention to China’s attack on Amer-
ican working families; pay only attention to whether they are add-
ing a little dirt to a reef in the South China Sea.

I yield back.

Mr. YoHo. I appreciate my colleague’s comments there. And, yes,
there are a lot of other conflicts or areas that are a concern out
there. But when we start seeing military equipment going in their
land strips and things like that, I think it causes more concern in
this issue. And I look forward to the dialogue.

And at this point, I would like to yield a minute to my colleague
Mr. Rohrabacher from California.

Mr. ROHRABACHER. And congratulations, Mr. Chairman——

Mr. YoHo. Thank you.

Mr. ROHRABACHER [continuing]. On being Mr. Chairman.

Let’s just note that President Abe in Japan has been doing his
best to end the type of relationship that you have just described.
President Abe and the people of Japan are honorable people, and
they are courageous people when they have to defend their inter-
ests. We have been doing that, and we have insisted upon that
since the end of the Second World War.

President Abe is moving forward now and trying to move
through his Parliament an end to the restrictions that were placed
on Japan by their constitution after the Second World War.

I think that President—and we should applaud that. I don’t
know if—certainly, the last administration did not applaud it, and
I would hope that President Trump would, indeed, look at what
Abe is trying to do to become an equal partner rather than a junior
partner who is being taken care of. So we should applaud that.

And, second of all, in terms of what is going on with the Chinese,
if we turn our back and just say, “That doesn’t affect us,” what we
are talking about is an arrogant disruption of international rights-
of-way both in the air and on the sea that will do nothing but em-
bolden this rotten dictatorship in Beijing from moving forward with
even more aggressive moves elsewhere.

Mr. YoHo. Thank you.

Now we will turn to Mr. Bera, Dr. Bera, from California.



7

Mr. BERA. Thank you. I want to add my congratulations to
Chairman Yoho.

Mr. YoHo. Thank you.

Mr. BERA. And welcome back to the ranking member.

I think this is a timely topic for us to start this session of Con-
gress off and this subcommittee off. I was in Japan last week, had
a chance to meet with the Prime Minister, Prime Minister Abe, and
some of his team, and I think it is very important for us to reas-
sure our allies in the region that we will uphold our commitments.
I mean, we can talk about the South China Sea. We can talk about
the East China Sea. And more acutely what is happening in North
Korea is an existential threat to Japan and our allies in the Repub-
lic of Korea. So this is very much a timely topic.

And T would agree with my colleague from California, Mr. Rohr-
abacher, that Prime Minister Abe is trying to step up some of Ja-
pan’s defensive capabilities, and they are working within the con-
fines of their constitution to take on some more of the burden.

But, again, it was a bipartisan group meeting with our Japanese
counterparts. We did send a strong message that we are ready to
stand with our allies in the region in a collaborative way.

With that, I will yield back.

Mr. YoHO. Thank you. And I appreciate your comments.

And the thing that I am excited about is so much trade goes
through here. This region is so important to so many people around
the world that it is having these discussions in the open that we
can help maybe draft policies that would direct our State Depart-
ment, our administration, and build alliances stronger in that area
and focus on economies, trade, and national security that affects all
of us. And so I look forward to those debates.

As typical for meetings, we will have 5 minutes of questioning.
You will each have an opening statement of 5 minutes that will be
submitted into the record. And then each member will go back and
forth for 5 minutes of questioning.

And so, with that, I would like to introduce our panel.

Mr. Dean Cheng, senior research fellow at the Heritage Founda-
tion’s Asia Studies Center. Thank you. You have been here before,
and we appreciate you coming back.

Dr. Michael Auslin, resident scholar and director of Japan stud-
ies at the American Enterprise Institute. And, again, we thank you
for your contributions.

And Dr. Michael Swaine, senior fellow with the Carnegie Endow-
ment for International Peace, Asia Program.

And I have read all of your opening statements and several
things from you, Dr. Swaine, and I look forward to an informative
hearing.

So, with that, Mr. Cheng, if you would start your opening state-
ment. Thank you.

Mr. CHENG. Chairman Yoho.

Mr. YoHO. And make sure everybody turns their mike on when
you speak.



8

STATEMENT OF MR. DEAN CHENG, SENIOR RESEARCH FEL-
LOW, ASIAN STUDIES CENTER, THE HERITAGE FOUNDATION

Mr. CHENG. Chairman Yoho, Ranking Member Sherman, and
members of the committee, thank you very much for the oppor-
tunity to testify before you this afternoon at the first meeting of the
Asia and the Pacific Subcommittee. My name is Dean Cheng. I am
the senior research fellow for Chinese political and security affairs
at the Heritage Foundation, but my comments today reflect solely
my own opinion and do not reflect the views necessarily of the Her-
itage Foundation.

As has been very clear to anyone who has been watching the
news, China is heavily engaged in the South China Sea region as
the PRC has been asserting claims over an extensive expanse of
the South China Sea based on a combination of claims of historic
rights and a so-called nine-dash line that was laid down in 1947
under the previous Government of the Republic of China.

The Permanent Court of Arbitration at the Hague, however,
found that neither of those arguments was, in fact, a basis for
legitimating China’s very expansive claims, including its artificial
island construction in the Spratlys.

It is worth, I think, considering a bit about why China is so in-
terested in the South China Sea. And I would suggest that there
are several factors involved that are driving China’s insistence on
pushing in the region, even when it antagonizes its neighbors. And
these broadly fall into the categories of resources, strategic depth,
and national reputation, as well as the potential capacity for the
Chinese concept of deterrence, which it is important to note, for the
Chinese incorporates the idea of coercion. If you all have read Ber-
nard Brodie, Thomas Schelling, and Herman Kahn, the American
concept of deterrence is solely focused on dissuasion, but for the
Chinese, it incorporates coercion.

When we talk about resources in the South China Sea, we tend
to assume that it is about oil. The funny thing is that, although
there have been a number of studies about potential hydrocarbon
reserves in the South China Sea, the actual amount of hydrocarbon
discovered by various test walls has, in fact, been extremely lim-
ited. It hasn’t yet panned out.

The main resource, currently, that is actually of particular inter-
est to the Chinese but also to neighboring states is that of food.
The South China Sea includes some of the richest fishing grounds
in the world. And while some of those rich fishing grounds are ac-
tually now being pushed toward collapse due to overfishing, it
nonetheless remains a key source of relatively free protein. As
China moves up the socioeconomic scale, its people are demanding
more protein. So, if you are going to try to meet those demands,
you can import meat, which is going to be very expensive, or you
can try to catch more of it basically off the hooks, so to speak.

The second aspect here is strategic depth. And here, the Chinese
have a distinct need to control the East Asia littoral, not just the
South China Sea but the waters up through the entire first island
chain, as a defensive measure because China’s center of gravity, its
economic center of gravity, is now on the coast. If you think about
Shenzhen, Shanghai, Pudong, Tianjin, these are all port cities, and
this is what China has invested billions and billions of dollars over
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the last 30 years in terms of building up its economic infrastruc-
ture.

The South China Sea, however, is especially important given the
militarization of Hainan Island, which contains, among other
things, China’s newest and largest space sport, a facility for bal-
listic missile submarines, a carrier berth, submarine pens, and
multiple military airfields, including the one that the U.S. EP-3
had to crash land on after the collision in 2001.

One of the American trump cards is our submarines, our nuclear
attack submarines. They are extremely quiet. China has openly
discussed the creation of sonar surveillance arrays in the bottom of
the South China Sea. Those arrays need to come up at some point
in order to collect the data, to allow the data to be analyzed and
exported. And I would suggest that some of these islands may
serve that particular function.

In addition, for this Chinese Communist Party, legitimacy rests
upon core interests. And among the core interests that were de-
fined by the senior counselor Cui Tiankai in his meetings with then
Secretary of State Clinton is maintaining territorial integrity and
State sovereignty, which is especially important in the wake of the
so-called century of humiliation that China suffered when China
was faced with the potential of dismemberment.

So the South China Sea, like Taiwan, like Xinjiang, like Tibet,
is increasingly associated by the Chinese leadership as, basically,
if we lose this, where will it end? Where will it stop?

It is no surprise, then, that the U.S. has been accused of foment-
ing the entire South China Sea problem from the—by such senior
leaders of General Fang Fenghui in his joint press conference with
then Chairman of the Joint Chiefs Dempsey and Madam Fu Ying
of the National People’s Congress.

So, within this focus, within this broad context, then, China is
driven by a number of considerations here to push for extending its
sovereignty over what normally would be considered international
common spaces. And this is likely to become even more urgent as
China’s leadership faces the 19th Party Congress this fall, where
Xi Jinping is going to wind up with an entirely new leadership
cadre.

In order to counter China, I think some of the things that we
should be considering and which I hope the committee will consider
future hearings are the issues of maintaining a presence in the re-
gion, emphasizing the legality of the Permanent Court of Arbitra-
tion’s findings, and employing economic as well as more traditional
political and diplomatic means to pressure China.

Thank you very much.

[The prepared statement of Mr. Cheng follows:]



10

&=
The A
Heritage Foundation

CONGRESSIONAL TESTIMONY

China’s “Core” Maritime Interests:
Security and Economic Factors
Testimony before the Subcommittee on Asia

Committee on Foreign Affairs

U.S. House of Representatives

February 28, 2017

Dean Cheng
Senior Research Fellow, Asian Studies Center
The Heritage Foundation

hairman Yoho, Ranking Member Sherman, and

members of the House Poreign Affairs Commit-
{ee, Thank you {or the opportunity o testify Lo you
this afternoon.

The South China Sea is a vital part of the global
trading system. It is the carotid artery of interna-
tional trade, through which some $5.3 trillion passes
every year. Ships bound for Japan, South Korea, and
Taiwan, as well as China, transit these waters, bear-
ing imports to these nations and carrying exports to
global markets.

Arguments that merchant shipping can avoid
the South China Sca, such as by lransiling to the
cast of the Philippines, fail {o recognize the reali-
tics of modern shipping. Container ships run more
like railways or airlines, with comparable marging
in terms of time in port {down-time), It is no more
acceptable to add a day to a ship’s transit time than
it would be to add a day to a train schedule or an air-
plane flight.

Consequently, increased tensions in the South
China Sea will generate repercussions that will be
felt not only regionally but globally, in terms of eco-
nomic impacts. As important, how various nations
behave with regards 1o this vital maritime cross-
roads will influence perceptions of strength, aftect

the applicabilily of the rule of international law, and
ullimately shape regional sccurily dynamics.,

China Increasingly Depends on the Sea

As noted in previous testimony before this Com-
mittee and Subcommittee, the People’s Republic of
China (PRC) has become increasingly focused upon
the maritime realm for both economic and national
security reasons.

China depends upon access to the world’s oceans
in order to import the raw materials and energ
which feed its industries, as well as the good which
{feeds its population. Indeced, since 2014, ihe PRC
has been the world’s largest net imporier of petro-
leum ! In 2016, despite a slowing cconomy, Chinese
oil imports reached 8 millionbarrels per day.> While
some of this is shipped via rail and pipelines, most is
transported by sea.

China is also now a net importer of key agricul-
tural products, including wheat, barley, sorghum—
and rice In addition, China imports substantial
quantities of soybeans and oilseeds, as well as fats
and oils. Although China produces most of its own
meal and dairy products, the U.S. Department of
Agricullure notes that there is an increasing reliance
on imports in this scetor as well, Indeed, a January

214 Massachusetts Avenue, NE = Washington, DC 20002 «

(202) 546-1100 » horitage.arg



11

CONGRESSIONAL TESTIMONY

31, 2017 update from the Department of Agriculture
noles Lthat “China has emerged as the world’s lead-
ing agricullural imporler and now oflicials in China
arc adjusting policics Lo accommodale the country’s
new status as an agricullural importer™

Chinese National Security Is Increasingly
Tied to the Sea

This growing dependence on the sea makes mari-
time concerns an essential part of Chinese national
security calculations. This is exacerbated by China’s
increased vulnerability to seaborne threats. Under
Mao Zedong, the Chinese leadership poured bil-
tons of dollars inlo developing the “third from” of
defense industries, locating mililary industries deep
in the Chinese interior (o.g.. Shaanxi, Ningxia, and
Sichuan provinces). The goal was Lo provide millions
of square miles of territory (and polential defenses)
to shicld them trom possible attack from cither the
United States or the Soviet Union.®

By contrast, China’s economic center of grav-
ity since the rise of Deng Xiaoping in the 1980s has
been largely located on the coast. This has allowed
such economic centers as Shenzhen, Shanghai, and
Guangzhou to more easily access global trade routes
{or both imports of raw materials and exports of
products. This hag meant, however, that Ching’s
recent ceonomic developmend is also more vulner-
able Lo polential atiack from ihe sca.

Chincse leaders have therefore made clear that
maritime concerns are increasingly part of China’s
fundamental interests. State Councilor Dai Bingguo,
in 2009, stated that China would maintain

U.S. Encrgy information Administration, ina” May 14, 2075,

hitp:/www.eia gov/belasinlernalional/analysi

Qishan, "Closing Remarks for US-China Stral

our core interests. And for China, our concern is
we must uphold our basic systems, our national
security; and secondly, the sovereignty and terri-
torial integrity; and thivdly. economic and social
sustained development.®

Those core interests include maritime con-
cerns. Sovereignty and territorial infegrity per-
tains not only to land features but maritime ones
as well. Indeed, the Chinese have termed their
maritime claims as “blue soil,” underscoring their
importance”

Chinese leader Xi Jinping himselfhas linked mar-
ilime interests and core interests. In July 2013, Xi
staled Lo a Politburo study session that while China
would pursuc the path of peaceful development, it
would “never abandon its legilimate marilime rights
and interests, and {urthermore, i will never sacri-
fice its core national interests.” The importance of
the maritime domain to Chinese national security
was further emphasized when it was included in the
2015 National Security Law?®

It is clear that the Chinese leadership sees mari-
time affairs as a central part of the national interest.
In order to secure those interests, Beijing is intent
upon cxiending the reach of Chinese sovercignty,
and io brook no opposition or challenge 1o that sov-
ereignty. Inthis regard, Chinese behavior al sea par-
allels their efforts in other inlernational common
spaces. China is striving to compel others to accept
its version of rules and behavior in adjacent waters,
much as it is intent upon getting others to accept its
rules and behavior in cyber space.

includes/counlries_fong /Chinafchina.pdl {accessed February 24, 20173,
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In order to preserve those interests, it has
become increasingly clear that China is prepared
1o challenge various international norms and rulcs,
as il slrives Lo extend is sovereignly over what oth-
crs would consider inlernational common spaces.
When the Philippines brought a casc before the Per-
manent Court of Arbitration (PCA) at the lHaguc, as
provided for under the UN Convention on the Law
of the Sea (UNCLOS), China chose not to participate
in the proceedings. Beijing has subsequently cho-
sen to ignore the iindings of the PCA. Instead, it has
continued to expand the infrastructure on the arti-
ficial islands it has built in the Spratly islands group-
ing, and is now building what appear to be military
facilitics. T is doing so in the face of the findings of
the PCAthal thisaclivity has aggravated the dispule,
and in the case of one {feature—Mischicl Reel—vio-
Laling sovereign rights of the Philippines,

As important, it is steadily increasing region-
al tensions, as China’s Southeast Asian neighbors
increase their own defense capabilities, in part in
order to counter Chinese actions. More worrisome,
if Chinese efforts in the South China Sea are not met
with a firm response, it is likely to apply the lessons
iearned to other disputes such as those with Japan
over the Senkakus.

Growing Chinese Assertiveness in the
South China Sea

As Naval War College professor Peter Dutton out-
lined in 2011, the disputes in the South China Sea
actually cover three different aspects. First, there
are disputes over sovereignty—who actually owns
various features. Second is the related issue of juris-
diction—who administers the waters and airspace of
related daimed Exclusive Economic Zones (EEZ), if
anyone. Third, there is the issue of control—the right
Lo conductireedom of navigation and other mililary
aclivitics in various walers and airspace M

Chincse claims io the South China Sca are
encompagsed within a ninc-dash line (now ten dash-
¢g), which is in turn based upon maps issued by the
Nationalist government. Unfortunately, the precise
meaning of this nine-dash line has not been clarified
by the PRC government. In particular, does the line

indicate that all of the waters {(and attendant air-
space) belonglo China?

Archival rescarch in the files of the ROC gov-
ernment on Taiwan has led several scholars 1o sug-
gest that the line was intended 1o encompass only
the land features and immediately adjacent waters
within it, and was nof intended as a claim over the
waters and airspace beyond those land features.”
Some Chinese scholars recognize this argument. In
2014, Dr. Wu Shichun stated that “China has never
claimed all waters in the U-shaped line. From the
historical archives from Taiwan and China, it’s clear
that the line shows ownership of insular features
withinthe U-shaped line. =

Tnforiunately, the PRC government has not clari-
ficd whether this is its interpretation of the nine-dash
ling, nor has it indicaled the precise nature of its
claims. What il has done, through the construction of
artificial islands, is attempt to change the facts onthe
ground {or in the water). It has therefore simultane-
ously claimed sovereignty, and has also claimed juris-
diction over an expansive exclusive economic zone.
At the same time, by interfering with American naval
operations as with the USNS Impeccable and USS
John McCain in 2009 and the USS Cowpens in 2013,
as well as dangerous approaches 1o TS, patrol air-
crafl operating in the area, China is clearly acling as
though it has control over these walers and airspace,
W makes this argument, iniurn, based upon its claims
of sovercignty over this air and water space.

The Chinese government’s claims were rejected
by the PCA in a landmark 2016 ruling. The Court
concluded that the Chinese “nine dash line” does
not grant it historic claims to the resources in those
waters. It also ruled that none of the natural fea-
tures in the Spratly avea are “islands” in the legal
sense, and therefore none are entitled to a 200 nau-
tical mile exclusive economic zone. AL most, some of
the features generale a 12 nautical mile territorial
sea Zone.

it is important to note here that the PCA did not
rule on the sovercignty disputes, which is beyond its
purview. llowever, through its findings, the Court
clearly raises doubts about China’s efforts to exer-
cise hoth jurisdiction over a presumed EEZ, and
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control, in which it opposes the freedom of the U.S.
Navyloopcrate.

The Chinese reaction Lo the PCA ruling has been,
al best, intemperale. Tlaving refused Lo submit to
arbitration, Beijing openly derided the findings and
questioned the qualifications of the Couwrl and its
judges, Chinesc Forcign Minister Wang Yideseribed
the ruling as “political farce.”” China’s ambassador
to the United States, Cui Tiankai, declared that the
tribunal’s failure to recognize its lack of jurisdiction
was “a matter of professional incompetence,” and
raised questions of the court’s integrity.#

China’s Coast Guard Supports Chinese
Efforts to Dominate the South China Sea

To help underscore China’s claims Lo the Scuth
China Sca, subslantial resources have been devoled
{oexpanding and strenglhening the its coast guard.”
In 2013, four of China’s maritime law enforcemant
agencies were combined into the Chinese Coast
Guard (CCG). This has aliowed the PRC to better
coordinate its maritime law enforcement activities.
While most of its fleet of cutters are unarmed, China
is introducing larger and more capable vessels. Sev-
eral of these appear to be modified versions of the
Type 0564 frigate already in service in the PLANMS
China has also commissioned Lwo coast guard cut-
ters that cach displace over 10,000 tons, larger than
most World War I cruisers

These ships serve to intimidate not only fishing
boats from neighboring states, but also rival coast
guards. Being larger and also more heavily armed,
China’s newest coast guard vessels clearly have the
edge in the event of a clash.

As important, they have been actively intervened
against various neighbors’ vessels. Tn 2014, CCG ves-
scls were parl of the flotilla protecting the Chin
deep sca oil rig TTY981 {rom Vietnamese vesscls, as
il began operations in dispuled waters. In 2016, a
CCG vessel reporiedly rammed a Chinese fishing
boeat that had been seized by Indonesian authoritics
for operating in Indonesian waters. The CCG vessel
apparently sought to get the Indonesians to relin-
quish the boat® This follows an incident in 2013
where a Chinese vesse! armed with machine guns
had confronted Indonesian authorities who had
seized a Chinese fishing boat found fishing in Indo-
nesian waters. “Outgunned and {earing the Chinese
ship might open fire, the Indonesian caplain com-
plicd...”® A CSIS reporl concluded that “of the 46
major incidents identified in the South China Sca
belween 2010 and 2016, al least one CCG (or other
Chinese maritime law enforcement) vessel was
involved in 72 percent of incidents.”®

The use of law enforcement vessels, however, also
serves as a political message. It underscores the idea
that the disputed territories and waters are, in fact,
Chinese. Just as one does not employ military forces
to patrol the streets of one’s own city, Beijing’s use
of law cnforcement vessels underscores that it is
enforcing itslaws, ic, thalthe watersandierritories
are under Chinese jurisdiction.

China’s Military Modernization Helps
Support Its Claims

However, China’s activities in the South China
Sea are not solely limited to civilian agencies.
Indeed, there has been asteadily expanding military

i3 Minister Says South Sea Arbitration a Political Farce,” Xinhua (Juiy 13, 20163,
httni//news.xinhuanct com/engiish/2016-07/13/c 135508275 htm (accessed February 24, 2017).
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component in Chinese actions in this region. This
laticr effort includes the steady deployment of Chi-
nese military power 1o the artificial islands it has
constructed. Both government and think-lank anal-
yses have indicated that China has now constructed
revelments and airerafl shellers lypically associ-
ated with military air bases, military radar facilifics,
as well as deploved anti-aircraft guns. Just this past
week, new construction was identified typically
associated with long range surface-to-air missile
(SAM) sites, such as the HQ-9, the Chinese counter-
part to the Patriot air defense system.

These deployments are in direct contradiction
of the commilment made by Xi Jinping o President
Barack Obama in Scplember 2015, At thal time, the
Chinese leader pledged that “relevant construc-
tion aclivilics that China arc undertaking in the
Nansha (Spratly) Islands do not target or impact
any country, and China docs not intend to pursuc
militarization.”*

Chinese activities in the area have not heen
restricted to just the artificial islands, however.
Chinese naval forces have also sought to influence
and intimidate other claimants. Chinese navy task
forces have repeatedly sailed around James Shoal,
{or example, with Chinese press reporting that the

to safeguard its sovercignly.”®

Crews "swore 3

These deployments draw upon 1the steady mod-
crnization of the PLA Navy (PLAN). Over the past
several years, the PLA Navy has intreduced sev-
eral new classes of surface combatants, The newest
Chinese destroyer, the Type 052D, is comparable
to the American DDG-51 Arleigh Burke-class. The
Chinese Type 054A frigate is both more capable and
more reliable than either American Littoral Combat
Ship design, both types now having been repeatedly
sidelined due to engineering problems. Meanwhile,
the Chinese are producing multiple classcs of sub-
marines, and a new airceall carrier is under con-
struction, China’s naval combatants arc among the
youngest in average age, thanks to this major ship-
building program underway.

As important, the Chinese are not neglecting
the key issue of support. China is also building a

fleet-train of logistics support ships. Chinese sub-
marines operating in the Indian Ocean have been
accompanicd by submarine tenders, allowing them
Lo operale for longer periods away from Chinese
poris. China, of course, has recently begun construe-
tion on a new facilily in Djibouti, their first formal
overseas military basc, but probably not their last.
Given the importance of airpower for the Asia
Pacific region, it is also worth noting how the PLA
AirForce, or PLAAF, is working on the J-20 and J-31
fifth-generation fighters, the only other nation to
be working on two stealth Aghter programs at the
same time. Chinese bombers have overflown vari-
ous islands in the South China Sca. These airerafl
can be equipped with long-range anti-ship and land-

allack cruise missiles, sending a clear signal to Chi-
na’s neighbors,

As with their navy, the PLAAY is notl neglecting
the hatt of the spear, even as they sharpen the tip.
The PLAAF is fielding new transport aircraft that
will allow them to project power across the region.
And the PLAAF has displayed new electronic war-
fare aircraft, as well as AWACS-type aircraft, in
recent military parades and exercises.

Most worrisome is the new PLA Strategic Support
Force (PLASST), which brings together under one
service space warfare, clectronic warfare, and net-
work warfare capabilitics. This reflects the ongeing
Chinese cflorl al being able to cstablish “informa-
tion dominance,” which the PLA considers critical
to fighting and winning future wars, It is likely that
there will be redoubled Chinese activity in these
crucial domains, and application of them against
local militaries and governments, as the PLASSF
establishes itself and determines a new operation-
al tempo.

Military Modernization Supports
Extending Chinese Sovereignty

The objective of all these various force improve-
ments, at the military level, is not solely to support
China’s claims in the South China Sca. Instead, they
mark the steady shift of the PLAN’s focus from a
“near-shore” strategy of the 1960s, through the “near
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sea” strategy of the 1990s to today’s approach of the

“far scas.” This steady evolution seeks Lo push Chi-
nese military capability to ever more extended dis-
tance from its shores.

This military shifl is nol enly a reflection of
China’s growing capabilitics, however, bul reflects
a broader transition in Chinese strategic thinking,
affecting both the military and the nation as awhole.

For the military, this ever extending reach is part
of the PLA’s “new historic missions” or the “missions
for the new phase of the new century.” Never forget-
ting that the PLA is a Party-army, the armed wing of
the Chinese Communist Party, where every officer
above sccond ticutenant is a member of the party, it
has been charged with the responsibility of defend-
ing both Parly and national interests. This has gone
beyond keeping the Party in power and mainlaining
the abilily {o take Taiwan (sUll @ central, stralegic
goal) to safeguarding Chinese interests in key new
domains, including the seas, outer space, and the
electromagnetic spectrum.

In this regard, there is concern that Beijing may
either announce an air defense identification zone
or ADIZ over the South China Sea, or simply start
behaving as though it has one. The reports that
China is constructing Tacilitics intended Lo housc
long-range SAM systems, coupled with the con-
struction of runways thal would support fighter
opcrations, suggest that such a move could occur in
the near futurc. The creation of a South China Sca
ADIZ would turther increase tension in the region,
and likely compel various states to propose their
own ADIZs inresponse.

ay

U.S. Responses to Chinese Actions

The U.S. government, including the U.S. Congress,
needs to pay continued attention to developments in
the South China Sea. i needsto make clear that Chi-
nese efforts to expand its sovercignly into interna-
tional common spaces will not continue unimpeded.

One important clement needs to be a clear enun-
ciation of the position that the United States consid-
ers the PCA’s findings as the basis for international
law. It is essential to counter China’s efforts at legal
warfare and psychological warfare in the region by
making clear that China’s positions have no legal
standing. By remaining quiet on this issue, Wash-
ington cedes the political high ground.

Another essential aspect is to explore non-mili-
tary means of degrading China’s efforts al artificial
island construction. The focus should be on discour-
aging and frustraling the aclivitics of the companics

that participate in China’s land reclamation efforts
inthe South China Sca. If'the United States were Lo
deny Chinese companies involved in Chinese arti-
ficial island building access Lo the American mar-
ket, that could well prove a subsiantial deterrent
{o working on such projects. This would be cven
more true if the U.S. could persuade other states to
impose comparable restrictions. One Chinese com-
pany, CCCC Dredging, for example, is reportedly
extensively involved in Chinese land reclamation
efforts; it is apparently also intent on establishing a
worldwide presence in the dredging business. A con-
certed effort by the U.S., Japan, and European coun-
iries, as well as others, Lo deny the company access
Lo their markets would compel CCCC Dradging o
choose between South China Sca activilics and its
global ambitions.

Similarly, the dozens of dredgers that have been
photographed in the Spratlys area arc all complex
pieces of equipment, involving equipment such as
trailing suction hopper dredgers and the like. Some
of these systems are imported, while others use
parts and sub-systems that are supplied from a vari-
ety of commercial vendors, rather than specially
fabricated by the People’s Liberation Avmy (PLA). If
the United States and key allies in places Hke Turope
and Japan were Lo act Lo prevent third parly compa-
nics {rom supporiing Chinese reclamalion cllorts in
the South China Sca, it would certainly afleet Chi-
nese ability to sustain such activities in the future,

This would not prevent the PRC from manufac-
turing its own dredging equipment, but, again, the
market for such items may be limited if the United
States were to spearhead a global effort to deny Chi-
nese companies partners and market presence in
Europe, Japan, North America, and Australia, or
their use by Western companies in contracts abroad
(c.g., Lhe Middle East, South America).

Ancther means of influencing Chinese compa-
nics may be Lo deny them the abilily 1o list on the
American stock exchanges, Listing there is not only
ameans of raising capital, but is also often scenasa
stamp of approval, since it requires complying with
American rules about financial stability and trans-
parency. Limiting access to American (and Western)
capital markets and denying them legitimacy could
prove an effective instrument.

Additionally, the U.S. could, in the coming vears,
help expand deep sea exploration by other claim-
ants 1o the South China Sca region. China has been
striving Lo exclude all other stales from engaging in
oil exploration in {his arca, cven as Beijing pursuces
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it. The incidents involving Chinese oil rig HY981 in
2014 saw China deploy its deep sea oil rig to dispul-
cd waters ofl Victnam. This move was supporied by
statements by senior Chinese officials that ol rigs
are “mobile national territory” American efflorts 1o
help local states develop their own “mobile nation-
al territory” could scrve as a means of challenging
China’s excessive claims—and not only in the South
China Sea.

Backing such economic moves must be the Unit-
ed States Coast Guard and Navy. In particular, the
U.S. should study the requirements for deploy-
ing U.S. Coast Guard cutters and other vessels to
the South China Sea as part of the broader array of
Freedom of Navigation Operations (FONOPS). By
deploying its own “whitc huils,” the T1.S. could avoid
accusalionsihal il is cscalaling{ensions inthe South
China Sca, while nonclheless signaling its rejection
of China’s expansive claims. U.S. Coast Guard ves-
sels already operate overseas, and have even at times
had to threaten the use of force in the course of their
duties.® The 17.8. should propose joint patrols in dis-
puted areas, to make clear that it is intent upon pre-
serving freedom of the seas—and is not taking a posi-
tion on sovereignty. At the saime time, by expanding
cooperation with other regional coast guards, Wash-
inglon would be making clear that its commitment
tothe region is not solely a military one.

The Tlerilage Toundation is a public policy,
rescarch, and educational organizalion recognized
as exempl under section 501AE) of the Internal
Revenue Code. His privalely supporied and receives
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Mr. YoHo. Thank you, and I appreciate your testimony. And
those are the things we want to gain out of this. You know, we will
come back to some of your comments that I have questions on.

Dr. Auslin, if you would go ahead.

STATEMENT OF MICHAEL AUSLIN, PH.D., RESIDENT SCHOLAR,
DIRECTOR OF JAPAN STUDIES, AMERICAN ENTERPRISE IN-
STITUTE

Mr. AUSLIN. Mr. Chairman, Ranking Member Sherman, mem-
bers of the committee, I am honored to speak before you today on
the issue of U.S. maritime strategy in Asia. With a new adminis-
tration, it is a particularly timely moment to do so. I believe it is
also time to adopt a larger geostrategic picture of the entire Asia-
Pacific region. Seeing the South China Sea, the East China Sea,
and the Yellow Sea as one integrated strategic space or what we
might refer to as the Asiatic Mediterranean.

The United States maintains several enduring interests in mari-
time East Asia. First, since the close of World War II, we have
sought to prevent the emergence of a hostile hegemon that could
dominate our partners or eventually threaten the U.S. mainland.
U.S. forward-based military forces along Asia’s first island chain
h(ailve served to deter full-scale war in Asia for more than six dec-
ades.

Second, the U.S. maintains an interest in preserving our network
of allies and partners in the region. American alliances remain a
fundamental source of our strength in the world.

Third, the U.S. retains an interest in defending the free flow of
trade and commerce through Asia’s waterways. Annually, $5.3 tril-
lion of trade passes through the South China Sea. U.S. trade ac-
counts for $1.2 trillion of this total.

There are numerous threats to U.S. interests or potential threats
to U.S. interests that may emerge in the future. From a domestic
political perspective, Beijing views its maritime claims in the South
and East China Seas as what it calls “blue national soil.” Foreign
claims to the Spratly and Paracel Islands are an infringement, in
Beijing’s view, on its sovereign territory, and Chinese leaders have
hardened their public positions on the South China Sea over time.

China’s nine-dash line encompasses 90 percent of the South
China Sea. While Beijing remains vague about its claims to the wa-
ters and airspace within the line, it considers the area to be histori-
cally Chinese waters. To both defend its maritime claims and pro-
tect its southeastern flank, Beijing has spent the past three dec-
ades building its military power projection capabilities out to dis-
persed island chain and beyond, developing anti-access/area denial
technology and naval forces to challenge the U.S. military in its
near seas.

Over the past two decades, Chinese ships have harassed, shad-
owed, and interfered with the activities of U.S. naval assets oper-
ating in its near seas. While in the East China Sea, the PRC con-
tinues to challenge Japan’s administration of the Senkakus by fre-
quently sailing flotillas of fishing boats, coast guard ships, and
maritime militias in and around the Senkakus territorial waters.

By slowly changing the situation on the ground or on the water,
China hopes to transform the Asiatic Mediterranean into a Chinese
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lake. Chinese control of the South China Sea at the exclusion of the
U.S. is obviously not a fait accompli, but we must act to implement
a counter coercion strategy if we hope to maintain assured access
to Asia’s littorals.

Let me mention a few policy recommendations. First, we should
demonstrate diplomatic leadership. Washington’s network of allies
and partners throughout the Asia Pacific remains the backbone of
our engagement in the region. The first order of business for the
Trump administration is to continue energetic diplomacy through-
out the region, to assure allied capitals, and signal to the China
that we remain committed.

Later this year, I hope to see the administration send high-level
attendees to the June Shangri-La dialogue, the August ASEAN re-
gional forum, and the November East Asia and APEC summits.
Diplomatic jaw-jaw alone, however, is insufficient. We must also
strengthen economic ties with our liberal allies in the region. While
the current administration has declared the Trans-Pacific Partner-
ship dead, it has remained open to the possibility of bilateral free-
trade agreements. If it pursues this path, then the best place for
President Trump to start would be with Japan.

In addition, we must engage in more multilateral security co-
operation. It is incumbent on the U.S. to attempt to better train
and equip the forces of Southeast Asian nations as well as our al-
lies and partners to resist coercion and intimidation by the Chinese
Navy and raise the cost of Beijing’s salami-slicing strategy in the
East Asia Seas.

I believe the U.S. must continue to raise foreign military financ-
ing levels in Southeast Asia. In 2015, Congress authorized a $28
million East Asia-Pacific foreign military financing fund that could
be disbursed to various Southeast Asian nations as needed. This
pot of money should be renewed annually. The U.S. should also en-
courage regional players to engage in these cooperative security ef-
forts including our allies in Japan, Australia, and South Korea.

And, finally, we should reinforce these efforts with U.S. hard
power. We should increase the tempo of our Freedom of Navigation
operations in the region, not as a provocation but as a signal that
we will defend our rights in accordance with international law.

We must be more willing to use coercive diplomacy to raise the
costs on China and against its actions against our allies or our in-
terests.

The goal, in conclusion, is not to back the Chinese into a corner
or goad them into further aggression but, rather, just the opposite.
They must understand that unprovoked and belligerent acts will
merit a rejoinder; otherwise, they will get the wrong message and
continue testing the U.S. Government and our allies.

Thank you.

[The prepared statement of Mr. Auslin follows:]
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Mr. Chairman and members of the committee, I'm honored to speak before you today on the issue of US
maritime strategy in East Asia.

In Washington foreign policy circles, we tend to compartmentalize Asia’s maritime domain into separate
spaces by speaking as if what happens in the South China Sea doesn’t impact events in the East China Sea,
and so on. T believe that this approach is fundamentally incorrect. By attempting to segregate Asia’s littorals,
we hinder our ability to see the growing threats to US national security interests across maritime East Asia as
a whole.

Instead, it is time to adopt a larger geostrategic picture of the entire Asia-Pacific region. To do so, we must
see the South China Sea, East China Sea, and Yellow Sea as one integrated strategic space, or what I refer to
as the “Asiatic Mediterranean.” The geopolitical challenge the Unired States and its allies and partners face
is an emerging struggle for control for the entire common maritime space of eastern Asia.

US Interests in Maritime East Asia
The United States maintains several enduring interests in maritime East Asia.

First, since the close of World War II, the United States has sought to maintain a preponderance of power on
both ends of the Eurasian landmass by seeking to prevent the emergence of a hostile hegemon that could
threaten the US mainland. US forward-based military forces along Asia’s “first island chain” have served to
deter full-scale war in Asia for more than six decades, allowing Asia to develop into the prosperous and free
region we see today.

The People’s Republic of China (PRC) is a rising power with hegemonic ambitions in the Asia-Pacific region.
While the Sino-American relationship contains a mixture of cooperative and competitive dynamics,
Washington must be prepared to compete with Beijing as it seeks to redace US influence in the region.

A struggle for control of the “inmer seas” (such as the South and East China Seas) is often the first steptoa
larger contest over controlling the periphery of the Eurasian landmass. For historical examples of this
phenomenon, look to the decades-long war waged by the British Royal Navy against Napoleon’s ships in the
English Channel and French littoral waters, as well as the Imperial Japanese Navy’s reduction of the Chinese
and Russian flects in the Yellow Sea in both 1894 and 1904, giving it control of access to Korea and China.
Today, we are engaged in a struggle with Beijing to maintain control over Asia’s inner seas.

Second, the US maintains an interest in preserving our network of allies and partners in the region.
American alliances remain a fundamental source of our strength in the world. The Trump administration is
right to revisit conversations about fair and proper burden-sharing in US alliances, however, I worry that
many Americans take the existence of these alliances for granted.

Japan and Germany, the third- and fourth-largest economies in the world, are both examples of former
adversaries that are now among Washington’s closest security allies and trading partners. Additionally, as
late as 1987, South Korea was a backward authoritarian state, which has now transformed into a thriving
democracy and a steadfast US ally. South Korea imports more than $40 billion in American goods annually
that support nearly 200,000 American jobs.2 US economic and security interests are well served by our
enduring alliances in the Asia-Pacific.
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The US is a treaty ally with five nations in the Asia-Pacific. Additionally, we continue to develop stronger
partnerships with countries including Singapore, Viemam, and Taiwan, All these states are threatened by
China’s expansive maritime and territorial claims. A Chinese conflict with the Philippines over Scarborough
Shoal or with the Japanese over the Senkaku Islands would surely draw in the United States.

Third, the US retains an interest in defending the free flow of trade and commerce through Asia’s waterways.
Annually, $5.3 trillion of trade passes through the South China Sea—US trade accounts for $1.2 trillion of this
total.3 More than 30 percent of the world’s Hquefied natural gas passes through the Straits of Malacca and
into the South China Sea.s Nearly 60 percent of Japan, South Korea, and Taiwan’s energy supplies, as well as
80 percent of China’s crude oil imports, flow through the South China Sea.s In short, the health of the global
economy depends on freedom of navigation through these waterways.

Imagine the damage to US markets and US consumers if cargo ships bound for ports in Los Angeles,
Oakland, and Scattle were stopped transiting the South China Sea. While not likely in the immediate future,
it is time for US strategists and policymakers to understand the attendant risks of allowing a competitor (in
this case the PRC) to dominate crucial waterways in Asia.

Threats to US Interests

US media outlets have well-documented China’s militarization of its near seas over the past two years, but
T'll attempt to explain how China’s istand building fits into a larger strategy to dominate its maritime

periphery.

From a domestic political perspective, Beijing views its maritime claims in the South and East China Seas as
“blue national soil.” Foreign claims to the Spratly and Parcel Islands are infringement on its sovereign
tetritory. Chinese Jeaders have hardened their public positions on the South China over time. Former
premicr Wen Jiabao stated that the South China Seca has been “China’s historical territory since ancient
times,”” The Chinese Communist Party’s legitimacy is tied to its promise to restore China to its former
position of greatness or centrality in Asia. Any effort to bargain or negotiate over its “blue terrirory” would
be viewed by the Chinese public as ceding sovereignty to foreign powers.

China’s nine-dash line encompasses 9o percent of the South China Sea. While Beijing remains vague about
its claims to the waters and airspace within the line, it considers the area to be historically Chinese waters.
China has declared straight baselines around the Paracel 1sland group to demarcate its territorial waters—a
clear violation of UNCLOS. China also has declared military alert zones around its artificial Spratly Island
features.

To enter the mind of a Chinese defense strategist, I find it useful to examine an upside down map of China’s
maritime coast line. Hemming in China’s coastline is the “first island chain”—a ring of istands running
northeast from the Indian Ocean up to the Kamchatka Peninsula. Along that chain, a Chinese defense
planner would see US forces based in South Korea, Japan, and the Philippines. In addition, the US maintains
its military support for Taiwan, the “unsinkable aircraft carrier” sitting just off of China’s coast.® It is entirely
understandable for China to feel insecure with its maritime flank exposed to foreign powers.

To both defend its maritime claims and protect its southeastern flank, Beijing has spent the past three
decades building its military power projection capabilities out to this first island chain and beyond,
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developing anti-access area-denial (A2/AD) technology and naval forces to challenge the US military in its
near seas.

Beljing has used what analysts typically call a “salami slicing” strategy to exert control over its near scas. By
slowly changing facts on the ground via incremental steps, the Chinese have stayed below the threshold of a
forceful US response. For example, to date China has constructed 3,000 acres of artificial “islands” in the
Spratly and Paracel istand chains. China’s biggest South China Sea bases, at Fiery Cross, Subi, and Mischief
Reef, all have “10,000 foot runways, deep water harbors, and enough reinforced hangars to house 24 fighters
as well as bombers, tankers, and airborne early warning aircraft.” For comparisons sake, Mischief Reef’s
“land perimeter is nearly the size of the perimeter of the District of Columbia.™® Subi Reef’s deep-water
harbor is more than two miles wide—or as large as Pearl Harbor’s. The point being that these bases are not
“sand castles” in the sea, but rather formidable centers of power projection.

While developing island infrastructure, the Chinese have enveloped contested areas of the South China Sea
with coast guard and fishing fleets to enforce its claims, These irregular forces constantly “probe” US and
smaller, regional states to see how far it can push before it receives a response.

Over the past two decades, Chinese ships have harassed, shadowed, and interfered with the activities of US
naval assets operating in its near seas." Recently, US surveillance planes in the South China Sea have
received multiple warnings from the Chinese navy as they approached so-called “military alert zones”
around Chinese occupied islands.” There are also reports that Chinese forces have attempted to jam US
surveillance drones conducting missions over the South China Sea.

Recently, China has used the guise of “maritime traffic safety” to harass US assets. In December 2016,
Chinese forces seized an unmanned, underwater US Navy drone in international waters off the Philippine
coast, claiming that it did so “to prevent it from harming navigational and personnel safety of passing
ships.”* Now, reports indicate that Beijing is considering a maritime traffic safety law that would require
foreign submarines to stay surfaced and display their national flag while in Chinese waters.’s It’s unclear
what Beijing means by Chinese waters. I certainly anticipate the US navy will not cooperate.

In the East China Sea, the PRC continues to challenge Japan’s administration of the Senkaku Islands by
frequently sailing flotillas of fishing boats, coast guard ships, and maritime militias in and around the
Senkakus’ territorial waters. For example, in August 2016, 300 Chinese fishing boats arrived under the escort
of 28 coast guard ships to challenge the Japanese's Meanwhile, in the airspace above the East China Sea, PLA
Alr Force jets and bombers regularly fly near Japanese airspace to test the Japanese Self-Defense Force
(JSDF). Between April and September of 2016, the JSDF conducted more than 400 intercepts of Chinese
military aircraft encroaching on its airspace.” 1 fully expect the Chinese to maintain or increase these high-
tempo maritime and aerial probes against Tokyo.

By slowly changing the situation on the ground, China hopes to transform “Asia Mediterranean” into a
Chinese lake. Chinese control of the South China Sea at the exclusion of the US is not yet a fait accompli,
but the US must act urgently to implement a counter-coercion strategy if we hope to maintain assured
access to Asia’s littorals.
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Policy Recommendations

Demonstrate Diplomatic Leadership. Washington's network of allies and partners throughout the Asia-
Pacific remain the backbone of our engagement in the region. The first order of business for the Trump
administration is to continue energetic diplomacy throughout the region to assure allied capitals and signal
to the Chinese that we remain committed to the region.

While 1 have criticized the Obama administration’s fack of execution of its so-called “pivot” to Asia, I do give
the past administration’s Asia-policy team a great deal of credit for energizing US diplomatic engagement in
the region. In her first four years as secretary of state, Hillary Clinton made 62 visits to Asian countries®
The Obama administration signed ASEAN Treaty of Amity and Cooperation in 2009 and invested
substantive diplomatic capital in the East Asia Summit as well.

Thus far, the Trump administration is off to a strong start with the February 2017 Trump-Abe summit in
Mar-a-Lago Florida, as well as Secretary of Defense James Mattis’ recent visit to both Tokyo and Seoul. US
officials continue to reassure Tokyo that the Senkaku Islands fall under Article 5 of the mutual defense
treaty. President Trump, Secretary Rex Tillerson, and Secretary Mattis have all assured their Japanese
counterparts of this fact on separate occasions over the past month.

Later this year, I hope to see the administration send high-level attendees to the June Shangri-La Dialogue,
Augnst ASEAN Regional Forum, and November East Asia and APEC Summits. Cabinet-level attendance at
these summits is vital as the US pushes back on China’s false narrative that the US is militarizing maritime
East Asia. At all of these summits, US leaders should continue to highlight the 2016 Hague Arbitral Tribunal
ruling that invalidated China’s nine-dash line claim to the South China Sea and declared that none of the
features in the Spratly islands are legally islands entitled to expansive maritime entitlements.

Diplomatic “jaw-jaw” alone, however, is not sufficient. The US must also take concrete steps to strengthen
our partnerships. One way to do so is by strengthening economic ties with our liberal allies in the region.
While the current administration had declared the Trans-Pacific Parmership (TPP) dead, it has remained
open to the possibility of bilateral free trade agreements.

The best place for President Trump to start would be with Japan. Total trade in goods and services between
the two countries reached $283 billion in 2014. Although the trade in goods has been flat, if not in slight
decline for more than two decades, services have increased. Even with agricultural restrictions, Japan
remains 2 major market for US farmers. Between 1998 and 2011, US investment in Japan doubled. According
to the East-West Center, every US state exports at least $100 million in goods and services to Japan every
year, while fully 31 states export $1 billion or more. (California, not surprisingly, exports the most at $20
billion.)

For its part, Japan is the second-largest foreign investor in the United States, after the United Kingdom, with
$373 billion in US holdings. Its main exports include machinery, clectronics, and optical and medical
instruments. The Japanese automobile industry, which began shifting production to the Unired States in the
1980s, employs 1.36 million American workers directly or indirectly, according to trade association figures.
Just as importantly, numerous small and midsize Japanese firms are integral parts of the high-tech global
supply chain for consumer items such smart phones, smart televisions, and the like.

The framework for a US-Japanese bilateral free trade agreement (FTA) already exists in the TPP. Indeed,
hints from the Trump team that they want to renegotiate, not simply trash current trade agreements, means
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the two sides could jump start bilateral negotiations by basing them on modified parts of the TPP. Whether
that will satisfy Trump’s demands for transparency and simplicity is unknown, but elements of the TPP not
relevant to the trade between two advanced countries, such as on state-owned enterprises, easily can be
dropped. Similarly, given the high labor and environmental standards in both countries, other relevant
chapters may be simplified.

Still, & US-Japanese bilateral FTA needs to inclnde the agreements made on scrapping long-standing
restrictions on US products in Japan. Thus, the TPP chapters related to reducing nontariff barriers on autos
and eliminating tariffs on American dairy products, wine, beef and pork, and soybeans should be replicated.
Since fapan is America’s largest overseas beef market, accounting for $1.6 billion in sales, even with a 38.5
percent tariff, as well as being a major importer of US pork and soybeans (even with 21 percent tariff),
ensuring a level playing field should be the top priority for the Trump administration in any bilateral
negotiations.

Negotiating a bilateral free-trade pact would furcher strengthen the strategic basis of US-Japanese relations.
Next the US could consider a similar pact with Taiwan.

Engage in Multilateral Security Cooperation. While Japan maintains a well-trained and equipped force,
the coast guards and navies of US Southeast Asia partners are badly outmatched by the Chinese. China’s
coast guard today is larger than the combined naval forces of Japan, Indonesia, Vietnam, the Philippines, and
Malaysia.” For example, in April 2012, China seized the Scarborough Shoal from Manila, a feature only 100
nautical miles oft the Philippine coast. Then in May 2014, China moved an oil rig 120 miles off the coast of
Vietnam causing a standoff with Hanoi.

The US navy does not have the capacity or responsibility to respond to every act of Chinese coercion against
our partners. However, the collective result of these Chinese actions is a changing balance of power in the
South China Sea. Therefore, it is incumbent on the US to betrer train and equip these forces to resist the
PRC and raise the costs of Beijing’s “salami slicing” strategy.

Currently, the US only devotes around 1 percent of its foreign military financing (FMF) budget to the Asia-
Pacific region.?® Recognizing the shortfall in Title 22 security assistance to the region, the Obama
administration, in partnership with SASC Chairman John McCain turned to Title 10 authorities, launching
the Southeast Asia Maritime Security Initiative (MSI) last year to improve regional maritime domain
awareness for Indonesia, Malaysia, the Philippines, Thailand, and Vietnam. The program will provide $425
million to these nations over tive years.

While the MST program is a positive step in aiding US partners in the region, I believe the US must continue
to also raise FMF levels in Southeast Asia. Starting in 2015, Congress authorized a $28 million East Asia-
Pacific FMF fund that could be disbursed to various Southeast Asian states as needed.™ I believe it’s
important for Congress to continue to renew this pot of money annually,

The United States should also encourage regional players to engage in these cooperative security efforts. US
allies, such as Japan, Australia, and South Korea, have maritime interests and can provide coast guard and
C4ISR assets to Southeast Asian states facing Chinese coercion. These allies are a vital force multiplier for
US efforts in the region.
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Tokyo has already become more active in the region, over concern for China’s ability to cut off the maritime
trade routes that serve as Japan’s economic lifeline. Under Prime Minister Abe’s “proactive contribution to
peace” policy, Tokyo has signed strategic partnership agreements with Indonesia, Malaysia, the Philippines,
and Vietnam. Japan has agreed to provide patrol ships and aircraft to these nations as well. As US-Philippine
ties have soured under President Duterte’s administration, Tokyo has continued to provide new security
assistance packages to Manilla. Despite the past few months of rocky relations, the US still maintains a long-
term interest in building the Philippines” defense capacity. The networked nature of our alliance with Japan
will allow this progress to continue.

In the short term, Southeast Asia states badly need maritime domain awareness capabilities including radars,
patrol planes, coast guard cutters, and drones. However, over the medium term, the US should work with
Southeast Asian partner states to develop their own A2/AD capabilities to deter Chinese aggression. This
would involve the acquisition of antiship cruise missiles, mobile antiaircraft systems, smart sea mines, and
antisubmarine warfare systems. By developing their own asymmetric strategies, US partners will be better
prepared to complicate Chinese defense planning,

Reinforce These Efforts with US Hard Power. From 2012 to 2015, as the Chinese were in the midst of their
island building spree in the South China Sea, the Obama administration did not publicly approve FONOPS
near or around China’s outposts in the South China Sea, After facing sustained public pressure, the Obama
administration approved four FONOPS in 2015-16. The administration chose to use these missions as a
highly public signal of resolve to the Chinese. But the damage already had been done. Today, each time the
US sails a naval flotilla into the South China Sea, its considered front page news by GNN. This should not be
the case, as the US Navy has been conducting FONOPs in these scas for decades. We need to reestablish
FONOPs as business as usual,

I believe the US needs to increase the tempo of its FONOPs missions in the region, not as a provocation of
the Chinese, but rather as a signal that we will defend our rights in accordance with international law.
Several experts have proposed that the next US FONOP should challenge China’s claim to Mischief Reef in
the Spratly Islands.* The Hague tribunal ruled that Mischief was a low-tide elevation that is not entitled to a
territorial sea, exclusive economic zone, or continental shelf. With that said, Ileave the tactical deliberations
to the Office of the Secretary of Defense and the US Navy.

The Chinese will continue 1o challenge and harass US naval vessels operating in the South China Sea. The
US navy will be asked to operate in contested strategic space, something we have not had to do since the
Cold War. A robust FONOP package may require occasionally rubbing paint with Chinese coast guard or
PLAN ships. This approach inherently requires our policymakers to tolerate higher levels of risk. The
fundamental question facing our leadership is whether they can tolerate that risk. For two decades the US
has enjoyed a “unipolar moment” free from great power competition. But now regional powers have begun
to probe and challenge the front lines of American power. Are we willing to compete at sea?

In addition to a robust FONOP program, | believe that the US must be more willing to use coercive
diplomacy to raise the costs of further Chinese beHligerence against US or allied maritime forces in East Asia.
This policy menu should include reducing military contacts and disinviting the Chinese navy from RIMPAC
naval exercises, considering targeted sanctions against Chinese companies connected to the military, and
refusing visas for high-ranking Chinese officials.
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The goal is not to back the Chinese into a corner or goad them into further aggression, but rather just the
opposite. Beijing must understand that such unprovoked and belligerent acts will merit a rejoinder.
Otherwise, China will get the wrong message and will continue testing the US government.

Conclusion

The US cannot rollback China’s artificial islands in the South China Sea, however, we can pressure China’s
maritime strategy throughout “Asia’s Mediterranean,” Using encrgetic diplomacy, we can continue to signal
to Bejjing, while also assuring our allies and partners, that Washington will continue to “fly, sail, and operate
wherever international law allows,” to borrow a line from former Secretary of Defense Ash Carter.® By
working with our wealthy Asian allies, we should continue to provide badly needed defense capabilities to
our Southeast Asian partners. Beijing should no longer be able to encroach on the maritime rights of US
partner nations uncontested.

Most importantly, the US must elevate its own tolerance for risk in maritime East Asia. By conducting
FONOPs in and around China’s illegal claims, we will bring our forces into close proximity with Chinese
asscts. In threatening sanctions or reduced military contact with the Chinese, we should expect pushback
and even retaliation from Beijing. But these are steps we must be prepared to take if we hope to deter Beijing
from continued maritime expansion.

Washingron must accept the reality of China’s revisionism. If we do not, I fear thar in the near future, the US
will be unable to retain assured access to the vital waterways of East Asia.
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Mr. YOoHO. Thank you for your statement.
And, Dr. Swaine, look forward to hearing yours.

STATEMENT OF MICHAEL D. SWAINE, PH.D., SENIOR FELLOW,
ASTIA PROGRAM, CARNEGIE ENDOWMENT FOR INTER-
NATIONAL PEACE

Mr. SWAINE. Thank you very much, Mr. Chairman, members. It
is a pleasure to be here today.

Let me speak, first, about the situation in the maritime areas,
as I see it. Since roughly 2007, 2008, China has clearly taken a
more assertive and active stance toward its longstanding territorial
claims in the South and East China Seas, both bordering its long
maritime coast. In truth, the historical dynamic at work in the dis-
puted maritime areas has long involved an interactive tit-for-tat ri-
valry among the claimants made possible by the absence of any
clear and commonly accepted code of conduct and driven by deep-
seated suspicions and strongly felt nationalist impulses on all
sides.

In recent years, however, Beijing has certainly gone beyond such
proportional tit-for-tat interaction to apparent attempts to establish
itself as the dominant claimant in the Spratly Islands, which are
the southern islands in the South China Sea, arguably to deter per-
ceived provocations by others and to establish a strong position in
future negotiations, correcting what had been a very weak position
in that area.

In the case of the East China Sea dispute with Japan, Beijing
has also departed from its past tit-for-tat stance in an attempt to
establish itself in recent years as an equal claimant to Tokyo over
disputed islands, thereby supposedly correcting years of what it re-
gards as Japanese dominance.

While not taking any formal position in support of any claimant’s
sovereignty, Washington has clearly focused the vast majority of its
concern and its actions since roughly 2010 on Beijing while backing
its allies. The obvious danger presented by this situation is that in-
creasing numbers of U.S. allies and Chinese air and naval assets
operating in close proximity to one another or perceived provo-
cations of various sorts, including further military deployments
onto land features, could produce escalating crises and conflict.

This danger is reinforced by the failure of China, and to a lesser
extent other disputants, to clarify their claim regarding various wa-
ters. Contrary to widespread claims in the media and elsewhere,
Beijing has yet to define exactly what the so-called South China
Sea nine-dash line denotes regarding the waters within it. The re-
sulting uncertainty stimulates worst-casing about motives and be-
havior, thus leading to further escalation.

So what is to be done in this situation? First, I think there needs
to be a recognition that a continuous, unilateral U.S. military esca-
lation in presence and activities in an effort to retain a clearcut
level of military predominance over China will have, at best, a lim-
ited short-term dampening effect on the worsening security com-
petition and would more likely make the situation much worse.

The forces of nationalism, the public visibility of actions taken,
the close proximity of the disputed areas to mainland China and
Beijing’s continued economic and military growth and distrust of
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U.S. make a confrontation more, not less, likely under such cir-
cumstances.

Moreover, barring an unlikely near total collapse of the Chinese
economy and/or a major surge in the overall U.S. GDP, Washington
will not possess the capacity to greatly exceed the kind of military
and economic capabilities that China will be able to bring to bear
in its nearby maritime areas over the coming years.

We are looking at the emergence of a de facto unstable balance
of power in the Western Pacific under present conditions.

Second, in place of an open-ended escalation, a stable, enduring
modus vivendi among all relevant parties is needed. This should
center on agreements to exercise mutual restraint in asserting local
sovereign or special rights as well as an effective peaceful process
for handling incidents. Such an understanding ideally should con-
sist of several elements. The first is a far greater emphasis on di-
plomacy than we have seen thus far to establish an interim set of
understandings among the claimants and between Beijing and
Washington regarding levels and types of militarization and non-
use of force. The United States and China must take the lead in
this effort based on a common recognition of the need to remove
the maritime issue as a driver of their deepening strategic competi-
tion.

A second element should include a staged diplomatic process for
clarifying the jurisdictional disputes involving both sovereignty
issues and nonsovereignty rights over resource extraction such as
fishing. Washington must do more to facilitate this effort and not
leave it simply to Beijing and the other disputants to determine.
During this process, Beijing would need to clarify the meaning of
the nine-dash line, and all claimants would specify their claim to
land or underwater features and corresponding waters as well as
so-called historical rights ideally as they relate to relevant legal
definitions under UNCLOS.

Third, on the basis of such clarification of claims and jurisdic-
tions, all parties in the South China Sea and East China Sea dis-
putes must reach an agreement on those areas subject to joint re-
source development and a procedure for implementing such devel-
opment.

Finally, on the basis of the previous actions, the claimants must
eventually negotiate elements of a binding code of conduct for lim-
iting levels of militarization and handling future incidents over the
long term. Obviously, many obstacles would confront any efforts to
greatly reduce disputes over maritime territory claims. And Amer-
ican leverage is extremely limited in this area because of its failure
to ratify UNCLOS. How can Washington seriously press China and
others to abide by UNCLOS rulings and establish a code of conduct
when it refuses to subject itself to such scrutiny? These obstacles
are not insurmountable however, especially if they are placed with-
in a larger effort to create an overall regional balance of power, and
they must be surmounted since the likely alternative is a steady
escalation toward more crises.

Thank you.

[The prepared statement of Mr. Swaine follows:]
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Thank you very much Mr. Chairman.

Simce roughly 2007-2008, the People’s Republic of China has cleatly taken a more active, assertive
stance toward its longstanding territorial claims in the South China Sea (SCS) and Hast China Sea
(T'CS), both bordering its long maritime coast. Such activities have included, among others:

* Strong statements criticizing the actions and claims of other disputants, especially Japan (in
the Hast China Sca) and Vietnam and the Philippines (in the South China Sca)

* The establishment of new administrative authorities charged with managing various aspects
of the claimed land and sea features

= "T'he increased use of military and especially para-military air and naval assets to challenge
the activitics of other claimants in disputed areas, and sometimes even in what are generally
regarded as “open ocean” areas or within the exclusive economic zones of other nations

* The establishment of an air defense identification zone over the East China Sea that includes
disputed territories with Japan

= ‘I'he creation of artificial islands in the Spratly Islands and the deployment of ait defense
weapons systems and the construction of dual-use civilian-military facilities on those islands

While not taking any formal position in support of any claimant’s sovereignty position, Washington
has cleatly focused the vast majority of its coticern, and its actions since roughly 2010, on Beijing.
This has led many in China to conclude that the United States is actively supporting the other
disputants while attempting to undermine Chmna’s position and mfluence in the disputed areas.

The obvious danger presented by this situation is that increasing numbers of U.S. and Chinesc ait and
naval assets operating in close proximity to one another, or perceived provocations of various sorts
including further military deployments onto islands or rocks or possible clashes between China and
other disputants, could produce escalating criscs. These might draw the United States into direct
confrontation with Beijing, as the latter acts excessively to strengthen its position and thereby deter or
counter percetved provocations (perhaps out of an exaggerated sense of its growing power) and the
former overreacts to such a perceived challenge in an effort to reaffirm its predominant position and
maintain its credibility as a sccurity guarantor.

This danger is reinforced by the absence of any serious dialogue among the claimants and between the
United States and China regarding limits on the level and type of militarization occurring in disputed
maritime arcas, and the failure of China—and to a lesser extent other disputants—to clarify their
specific claims regarding various waters, particularly in the South China Sea. Contrary to widespread
claims in the media, Betjing has yet to define exactly what the so-called Nine-Dashed-T.ine denotes
regarding the waters within 1t.

The resulting uncertainties stimulate worst casing about motives and behavior, thus leading to further
escalation. And of course the fact that sovereignty issues are generally zero-sum in nature and elicit
strong nationalist emotions further adds to the dangers.

Managing this complex and potentially volatile 1ssue requires a clear understanding of the stakes
involved for all sides (both now and in the future), the likely foundations of long-term stability, and
the probable resources available to the United States to manage this iss
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Maritime Motives and Stakes

China’s ultimate motives in expanding its influence and presence in nearby disputed maritime areas
are not entirely clear, despite what some observers argue is a clear effort to “control” these areas and
push the United States out of Tlast Asia.

In truth, the historical dynamic at work in the disputed maritime areas has long involved an mteractive
tit-for-tat rivalry among the claimants, made possible by the absence of any clear and commonly
accepted code of conduct (beyond the voluntary, nonbinding, and vague 2002 Declaration on the
Conduct of Parties in the South China Sea signed between China and ASEAN) and doven by deep-
seated suspicions and strongly felt nationalist impulses on all sides.

Tn the South China Sea competition (which focuses mainly on the southern Spratly Tslands since
China has firmly held the northern Paracel Islands for many years), Betjing is by far the biggest player.
‘There, it is seeking to use its growing capabilities to more effectively defend and advance what it
regards as its indisputable claims to the land features and undefined adjoining waters of the arca, as
well as certain also undefined historical rights. Other claimants are doing virtually the same thing,
except their capabilities and claims are not as extensive, their actions not as effective, and hence their
activitics do not generate as much attention. In general, they are hopelessly outmatched by Betjing in
this compctition.

Tn recent years, however, Beijing has certainly gone beyond a proportional tit-for-tat interaction to
apparent attempts to establish itsclf as the dominant claimant in the Spratly Islands, arguably to deter
futute perceived provocations by others and to establish a strong position in future negotiations. This
impulse is driven even further by the fact that Beijing has historically held a very weak position in that
area compared with Vietnam, the other claimant to virtually all the land features within the South
China Sca.

Tn the case of the Tlast China Sea dispute with Japan, Betjing has also departed from its past basic tit-
for-tat stance in an attempt to establish itself in recent years as an equal claimant to Tokyo over the
Setikaku/Diaoyu Lslands, thercby supposedly cotrecting yeats of Japancse dominance.

Regardless of its motives, China’s more recent, escalatory behavior has contributed significantly to the
buildup in tensions in the disputed maritime areas. At the same time, when measured against the
metric of a supposed dircet challenge to the U.S. position in Asia, Befjing’s actions appear at least
somewhat cautious. Tt generally avoids the use of warships to assert its claims, has given assurances
that it does not intend to militarize the Spratly Tslands beyond the placement of what it calls
“defensive capabilities,” and has certainly not attempted to seize land features long held by other
claimants to assurc its control of the arca.

Moreover, Betjing continues to insist that it 13 dedicated to a peaceful, negotiated solution of the
disputes and supports the peaceful objectives of the 2002 declaration. Most recently, it has supported
rcaching a basic framework for a morce detailed Code of Conduct by mid-2017. Tn general, one can say
that it is attempting to increase its influence 1n both seas without greatly increasing the chance of
armed conflict with the United States or other claimarnts.
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This could change, of course, as China’s power and presence in the area increase. Those in and out of
the U.S. Government who call for a zero-sum confrontation with Begjing over the maritime disputes
assert that it certainly will, allegedly because China’s caution thus far conceals its “real” expansionist
and aggressive motives.

This is pure speculation, but of a dangerous sort, since if accepted as a basis for U.S. policy it would
basically lock in a zero-sum mterpretation of every assertive Chinese action, thereby justifying an
cqually zero-sum U.S. move in response. And of course, such actions would indeed cause Begjing to
eventually adopt precisely the threatening motives that some observers insist (in my view incorrectly)
are already present.

Relative Capabilities

Bevond basing itself on a purely speculative and dangerous set of assumptions about Chinese motives,
a zero-sum, confrontational argument calling for a doubling down of U.S. capabilities in the Western
Pacific also employs another highly dubious (at best) sct of assumptions regarding American and
Chinese defense spending relevant to Asia.

Barting an unlikely neat-total collapse of the Chinese cconomy and/or a major sutge in the overall
L.S. GDP, Washington will not possess the capacity to greatly exceed the kind of military and
economic capabilities that China will be able to bring to bear in its nearby maritime areas over the
coming years.

In fact, projections by mysclf and other scholars at the Carnegic Endowment for International Peace,
along with other reputable sources, predict a much more likely movement toward parity between U.S.
and Chinese capabilities in that region, i other words, a de facto strategic equilibrium or balance of
power.'

Of course, the United States could devote a much larger share of its available economic resources to
defense spending, and to spending in Asta in particular, in an attempt to remain clearly dominant
militarily in the Western Pacific ncar China. However, that would likely requite cither considerable
belt-tightening clsewhere, especially in vital social welfare or entitlement arcas, or a huge expansion in
the government deficit. Neither of these 1s politically feasible at present or for the foreseeable future,
absent a truly major increase in public perceptions of the threat posed by China.

Disputes over rocks and islands in the far reaches of Asia are unlikely to motivate such a level of
alarm, unless a crisis in that region escalates to a genume Sino-U.S. military clash of serious
proportions. While certainly possible, such a hypothetical crisis should not be assumed and likely
could not a prioti alter threat perceptions.

s

‘The Most Feasible and Viable Way Forward

The complexity of the maritime disputes in the Tlast and South China Scas, involving a) cconomic
resources; b) differing interpretations of applicable mternational law and historical rights; ¢

! Tor details, see Michacl D. Swaine with Wenyan Deng and Aube Rey Lescure, Creating a Stable Asia: An Agenda for a U.S.-
7ashmgton D.C., 2016.

China Balance of Power, Camegie Tndowment for International Peace, W
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overlapping jurisdictional claims based on continental shelves, exclusive economic zones, and other
relevant legal zones; and d) domestic political factors rooted i strong nationalist sentiments, together
suggest that any resolution, if at all possible, will take many years, and perhaps decades, to achieve.

Tn the meantime, a stable, enduring modus vivendi among all relevant parties is needed, centered on
mutual restraint in asserting local sovereign or special rights as well as an effective, peaceful process
for handling mcidents.

Such an understanding ideally should consist of several elements. The first is an nitial shift away from
military and para-military competition and maneuvering toward an emphasis on diplomacy, primarily
via an initial set of mterim (short- to medinm-term) understandings among the claimants and between
Beijing and Washington regarding levels and types of militarization and the non-use of force. This
must be based on clear, agreed-upon definitions of acceptable and unacceptable military behavior and
clear, specific proscrptions on the unprovoked display and use of force.

As a part of this negotiation process, some level of mutually acceptable long-term equilibrium in the
military capabilities of the claimants within the Spraty archipelago in particular must be achieved, as a
stable ceiling against future militarization. "L'his might mvolve permission for claimants other than
China (such as Vietnam) to upgrade or expand their facilities on land features in the Spratly Islands to
bring them up to a par with thosc that Bedjing has constructed.

Without such an understanding, any transition toward diplomatic efforts on claims, jurisdictions,
resource development, and an eventual long-term code of conduct for both the East China and South
China Scas will remain virtually impossible, as all sides continue to mancuver militarily to deter one
another.

‘The United States and China must take the lead in this effort, based on a common recognition of the
need to remove the maritime issuc as a driver of their deepening strategic contention. That said, a
Chinese acceptance of such limits would doubtless prove conditional, based on the eventual
acceptance by the other claimants.

Such agreements will require overcoming domestic military and paramilitary resistance to any
restraints on military activities in disputed areas, including limits on the frequency of T'reedom of
Navigation (I'ON) operations by the U.S. Navy. They will also require overcoming the argument that
any agreement to eschew an unprovoked use of force would undermine the sovercignty claims of
China and the other claimants.

Second, a staged diplomatic process 1s necessary for clarifying the precise content and legal or other
rationale of the many claims involved, that is, the jurisdictional disputes involving both sovercignty
issues and non-sovereignty (but privileged) rights over resource extraction, such as fishing.
Washington should do more to facilitate this effort.

This could procced on a bilateral or multilateral basis but should gradually expand to eventually
include all extant claims across the Tiast China and South China Seas. During this proc
would need to clarify the meaning of the nine-dash line, and all claimants would specify their claims to
land or underwater features and corresponding waters as they relate to relevant legal (that 1s, based on
the United Nations Convention on the Taw of the Sea) definitions, as well as so-called historical
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rights. When the status of specific features (as islands, rocks, reefs, and so on) 1s clearly m dispute, the
parties concerned must negotiate a compromise or petition for a ruling from the Tnternational
Tribunal for the Law of the Sea ITLOS) under UNCLOS.

Third, on the basis of such clarification of claims and jurisdiction, all parties must reach an agreement
on those areas subject to joint resource development and a procedure for implementing such
development. Although often called for, jomt development cannot actually occur unless all disputants
clarify those arcas that are subject to such development, and this cannot occur until the specific arcas
of overlapping claims are identified and agreed upon.

In principle, joint development of disputed maritime areas 1s already accepted by most if not all
disputants as a valid interim means of exploiting resources before any resolution of claims, although
some compromise and agreement on the division of proceeds is required. Hence an agreement on
such development, once the areas of overlapping claims have been identified, should not prove
excessively difficult to achieve.

Fourth, on the basis of the previous actions, the claimants must eventually negotiate elements of a
binding code of conduct for limiting levels of militarization and handling future incidents over the
long term. "This code must build on: a) previously agreed-upon, clear definitions of prohibited
activitics of all kinds, military and nonmnilitary alile (the existing 2002 Declaration on the Conduct of
Parties in the South China Sea 1s extremely vague on this point); b) a process for identifying and
interpreting such activities; and ¢) a means of punishing violations.

Somc obscrvers might argue that the formulation of a binding code of conduct should precede these
steps, as a necessary precondition. However, it is almost certainly the case that the willingness of
highly assertive states locked in contentious sovereignty disputes to agree confidently to a binding
code will require a prior increased level of trust, a reduced propensity for military competition, and a
clear understanding of the nature and extent of competing claims that can only result from the above
steps.

Obviously, many obstacles would confront any cfforts to greatly reduce disputes over maritime
territorial claims as a source of Sino-U.S. tension or conflict, including distrust among virtually all the
parties concerned, nationalist domestic pressures, and deeply entrenched bureaucratic interests. And
American leverage is extremely limited by its failure to ratify TNCLOS. How can Washington
scriously press China and others to abide by UNCLOS rulings and cstablish a2 Code of Conduct when
it refuses to subject itself to such scrutiny? Tn addition, more extensive confidence-building measures
(CBMs) and crisis management mechanisms (CMMSs) are also likely to constitute necessary
preconditions, to reduce distrust and strengthen confidence i the enforceability of a legally binding
code of conduct.

On the TU.S. side, political leaders will also need to reassure Manila and especially Tokyo that any
agreement Washington makes with Befjing to limit the content or scope of its military activities in
disputed arcas will not place thosc countrics at a disadvantage cither militarily or with regard to
sovereignty claims.

U.S. leaders will also need to clarify what constitutes unacceptable coercion or ntimidation. Not all
forms of Chinese assertiveness would necessarily threaten the U.S. interest in a stable and peaceful
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environment. Similarly, on the Chinese side, limits on the use or display of force and clarifications of
existing claims will require, on both sides, a determined and strong leadership able to manage
backlashes by nationalists and the military and a clear sense of what constitutes unacceptable coercion.

Tn sum, the only effective way to create a more stable environment in the maritime areas near China 1s
for the United States to lead a serious diplomatic dialogue with Beijing and other claimants aimed at
establishing mutually acceptable restraints, accompanied by strong U.S. and allied deterrence signals,
ideally as part of a larger cffort to create a regional balance of power. Such deterrence signals should
involve clear indications of the adverse consequences for China (and for regional stability) that would
result from a failure to reach an agreement. A umilateral, near-term doubling down on military
deployments, a drastic increase in defense assistance to those powers opposing China, or a drawing of
high stakes “lines in the sand” directed at Bedjing on their own will not achicve this objective and
could make the situation much worse.
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Mr. YoHO. Thank you. And I appreciate everybody’s comments.
And that is what we are here for, you know, let’s define the region.
Let’s define what the norms are.

Dr. Auslin, you were talking about China pressing its national
sovereignty in the out islands against international norms. Our his-
torical agreements with countries like Japan, the Philippines, Tai-
wan, South Korea, if we look at the advent of those when they
came out, it was peaceful in nature, non-aggressive, and non-en-
croaching on other nations whereas what we are seeing with the
Government of China has expanded its reach. We see the mili-
tarization of the islands that have come out of nowhere, the castles
in the sand. And I think your description of the lake of China
versus the South and East China Sea is very descriptive in the
mentality coming from the Chinese Government.

When we see the—not just offensive weapons on there—or the
defensive but the offensive weapons, I think it is time that we come
to the table and get clarification on this so that we can make poli-
cies and get people in agreement on that.

After becoming party chairman in the late 2012, President Xi an-
nounced his so-called Chinese dream, which he said would lead to
the great rejuvenation of the Chinese nation. How important do
you think China’s maritime claim in the South and East China
Seas are to achieving President Xi’s Chinese dream? That is ques-
tion number one.

What is Beijing’s ultimate goal in the South and East China
Seas, and how far do you believe China is willing to go to defend
these claims? And I am going to open it up to all three of you, but
Dr. Auslin, if you will start on that.

Mr. AUSLIN. Thank you, Mr. Chairman.

I think that, in terms of the ultimate goal that Xi Jinping has,
it is—which is not surprising for any national leader—it is to have
the ability to do what he decides he wants to do in the future,
meaning, to reduce any restrictions on either his own capabilities,
which is a domestic issue, or against those, such as the United
States, who may pose an obstacle, or potentially international
norms that conflict with those interests.

One thing I don’t think we have fully appreciated here in the
States is the degree to which China considers the new territories
that it has built and reclaimed in the South China Sea as sovereign
territory and how that will change Chinese doctrine, military doc-
trine, defense doctrine should they feel that those territories are at
risk. After all, they point out to us that those are—there are post
offices and schools on the islands, not just airstrips and defensive
installations.

I think, secondly, to wind up in terms of your question as to how
important this is, it is—I would not say it is the single most impor-
tant driver of China’s perception of its own position and role in the
region, but it is part of a much larger perception that China has
of regaining a position of dominance that it once had, of being rec-
ognized as, if not the hegemon, as the dominant player, and, there-
fore, with the ability to have its own perceptions of what its inter-
ests are and the norms that surround those respected by its neigh-
bors.
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This is where the other nations and Asia push back. It is where
the United States has hesitated to step in to uphold the global
norms that go on to issues that include free trade and fair trade.
So that is where I would actually link Ranking Member Sherman’s
opening statement with our discussion on security. It is a question
of liberal norms and behavior globally.

Thank you.

Mr. YoHo. All right. Let me interject in here.

Dr. Swaine, you were saying, as you stated, it will be harder in
the future for us to have more of a presence there. You know, if
you look at our economic situation and our military strength, that
is why I find it is imperative that we have an agreement now and
understanding that we can build from in the future. What are your
thoughts on the direction that we should go and knowing our cur-
rent state of affairs in America?

Mr. SWAINE. Oh, that is an important caveat.

Mr. YoHO. We will just deal with the Asia-Pacific area right now.

Mr. SWAINE. Yes. I mean, in some respects I think we are moving
in the wrong direction on a lot of fronts.

Mr. YOoHO. Agreed.

Mr. SWAINE. I am not a big fan of the revoking of TPP. I think
it can be modified, and it is something that signifies American’s
presence in the area. But I do believe that it is incumbent on the
United States to think long term on this issue and think hard
about what our relative capabilities in that field, in that area, be-
cause they are changing. And the ability of the United States to be
able to predominate in the Western Pacific is going to go away.
And so how do you deal with that effectively? Well, you can argue
that you want to double down and just spend more on defense, and
you will maintain that gap. I don’t think that is going to be fea-
sible, particularly if the United States is not a strong economic
player in the region as well.

So the best procedure is to move toward some type of balance of
power in the region. And that means gaining understandings with,
first of all, allies, the United States with Japan, with South Korea,
and with the Philippines, about what is needed in the region in the
long term. And, secondly, reassuring them that balance of power
does not mean accommodation. Balance of power does not mean re-
treat from the region. Balance of power does not mean a weak U.S.
’(Ii‘hth.S. acts on the basis of its strength and influence to try to

o that.

And I have laid out a whole series of moves that I think are nec-
essary in a report that I wrote last year on this question.

Mr. YoHo. I saw that. And I appreciate that because that is what
this is all about. You know, we can’t do it. It is not sustainable for
us to do it alone. We have to come to agreements in that area so
that we can forge strong alliances and have a common under-
standing because if we allow the precedent of China moving on,
does that allow any other nation to do the same thing?

Mr. SWAINE. Right.

Mr. YoHO. And that is what I fear. We need to come together on
an agreement.

I am out of time, and I am going to turn this over to the ranking
member for his 5 minutes.
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Mr. SHERMAN. Thank you. I want to make it clear: I regard this
aggressiveness by China as important. I am just not so sure it is
as important as the administration has said as ISIS or Crimea.

American weakness is hurting us, and American weakness is
demonstrated by our weakness on trade, and our response is, well,
let’s get tough on the islands. Yes, China may be stealing some fish
from Japan, but China’s refusal to accept American imports, Chi-
na’s demand for coproduction agreements, where we have to trans-
fer technology as a price for access to their markets, this has dev-
astated Michigan and Wisconsin and Ohio and western Pennsyl-
vania, millions of American families, and we show weakness every
day that we do not impose tariffs on Chinese goods coming into our
country.

And the best way to preserve our weakness is to say: Look over
here. There are some islands. There are some fish.

What we haven’t discussed much here is how China and its gov-
ernment can use nationalism to expand power. It works here; it
works there. Now, the Chinese Government has a problem in that
there is no theoretical answer for the question, why does that gov-
ernment rule? Democracy is a good theoretical basis. Theocracy
works reasonably well for the government of Tehran, and even the
divine right of kings has justified why people are in control. But
the rulers in Beijing are not the vanguard of the proletariat.

Their only answer for the question why they rule is the exagger-
ated nationalism, and we play right into that hand. We may have
to because they may get so aggressive that we have to respond. But
we play right into their hands when we confront them in the South
China Sea.

Dr. Auslin, you talk about coercive diplomacy. Do you have any-
thing in mind other than yelling loud? Give me—spend 10 seconds
and just tell me what is—one example of coercive diplomacy.

Mr. AUSLIN [continuing]. Including disinviting China from mari-
time exercises we can invite them to like RIMPAC, curtailing mili-
tary exchanges, considering whether or not to continue high-level
diplomatic dialogue.

Mr. SHERMAN. Some of that just makes the South China Sea far
more dangerous. They play games; we respond. And I don’t want
to start a war there by accident. I notice, of course, you didn’t say
tariffs as part of that.

You say that $1.2 trillion of U.S. trade passes through the South
China Sea. Can you name the number one port that that trade
goes to that isn’t Chinese? Is any significant portion of that $1.2
trillion not U.S. trade with China?

Mr. AUSLIN. All the leading ports are Chinese.

Mr. SHERMAN. All the leading ports are Chinese. So, once again,
these strategic islands would allow China to close off trade with
the United States through Chinese ports.

Dr. Swaine, Japan has this constitutional provision. Does that
prevent them from spending 1.5 percent of their GDP or even 2
percent of their GDP on defense? Does that prevent them from de-
fending what they say is their own territory?

Mr. SWAINE. Well, by law, they have restrictions on the amount
that they pay as a percentage of their GDP.
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Mr. SHERMAN. That is by law. That is not their constitution. We
have a law that we spend only so much for defense, but we change
that every year.

Mr. SWAINE. They could spend more.

Mr. SHERMAN. And they could spend more. They could, and they
choose not to because they would rather we defend them——

Mr. SwAINE. Well, if I may, it is a little bit more complicated
than that.

Mr. SHERMAN. I am sure it is. And if I was given more than 5
minutes, we would explore those complications. And, again, we re-
spect the Japanese people, but their willingness to tax themselves
to defend what they claim is their sovereign territory faces certain
political limits, and we are told that we have got to increase our
defense budget by 10 percent and that these islands are an impor-
tant part of that.

And 9/11 happened 16 years ago. Has there been any effort in
Japan to say we have to amend our constitution so that we can
send forces to Afghanistan?

Dr. Auslin, name the leading Japanese politician who has called
for the deployment of Japanese troops to Afghanistan?

Mr. AUSLIN. Combat troops, none, but they sent reconstruction
troops to Afghanistan. And they had an 8-year refueling mis-
sion

Mr. SHERMAN. Okay. But they haven’t put their people in harm’s
way?

Mr. AUSLIN. They are precluded by the constitution

Mr. SHERMAN. And not a single Japanese politician has stood up
and said: “America has defended us for the better part of a century.
America was attacked on 9/11. It is time for us to change our con-
stitution for the purpose of helping America.” No Japanese politi-
cian has said that?

Mr. AUSLIN. Congressman, they respond to their constituents as
you do.

Mr. SHERMAN. Exactly. And their constituents want my constitu-
ents to pay for the defense of their islands, and their constituents
don’t want to pay in blood or treasure for the defense of America,
which is happening in Afghanistan right now.

Again, these islands are important. We shouldn’t let China walk
all over us, but the other view I am glad to have represented here.
And I think we have a balanced hearing because I am sure that
there will be others who will present the other side.

I yield back.

Mr. ROHRABACHER [presiding]. Well, thank you.

And I would yield to myself while the chairman is out. Look at
that. I have got it in my hands finally.

Mr. SHERMAN. Wait a minute. You have got one on your—you
are controlling the whole world.

Mr. ROHRABACHER. That is it. There you go.

I have some very strong agreements with Mr. Sherman on some
of the trade issues that he has brought up today, and I also have
some very strong disagreements with him as to the scope and
depth of how we approach China today, a threatening China to the
world peace.
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Certainly, China—I led the floor fight when I came here with
Chris Cox against Most Favored Nation status with China. At that
time, we made the argument that those people were telling us that
the more fluent and the more trade—the more fluent China with
more trade in the United States meant a liberalization of China,
that we would eventually have a more democratic government.
That has proven to be absolutely wrong. And I call it the “hug a
Nazi, make a liberal” theory. And it is no more, liberal and politi-
cally, than it was two decades or three decades. In fact, there is
some evidence that, at that time, because of Tiananmen Square,
they actually had more freedom than they have today in terms of
political freedom in China.

So let us note that the idea that we have permitted a mon-
strously oppressive regime that brutalizes their own people, that
we have enabled them to put the rules of trade together that has
resulted in a massive transfer of wealth that has then been kept
in the control of the clique that runs China—and as you said, Mr.
Sherman, this is not a clique that is now directed by beliefs of some
philosophy like they are the proletariat, as they were during the
Communist days. This is just a self-serving, vicious, fascist-state
clique that runs China, and that threatens the world when that
type of clique becomes a massive military power and dominates a
region of the world. That is when it becomes a threat beyond trade.
And that is what is happening today.

That massive wealth is being used to build up their military ca-
pabilities, and what we have seen is an arrogance of decision-
making in Beijing, and I would say, again, there are no opposition
parties there. There are no people—there is no reason for them to
worry about public opinion. This is just a power play by arrogant
oppressors, as we have seen in many throughout history. You have
a vicious dictatorship in a country that becomes a military power.
They always end up aggressing upon their neighbors.

So, with that, that means we have a threat to deal with, espe-
cially when all the signs are there, which in the South China Sea
is not a—if I can just note here, the South China Sea is closer, the
Spratly Islands and these other islands here, maybe not the
Paracels, but the islands—the Paracel Islands—are closer to the
other countries in the South China Sea, meaning the Philippines
and even Indonesia and certainly Vietnam, are much closer to
those countries than they are to China. There was no island there
before. We are talking about reefs that were under water at high
water.

Now, I was lucky, after the CIA for decades prevented me—I
should say for a decade, not decades—for a decade prevented me
from flying over the Spratly Islands. And about 15 years ago, I
managed to fly—get another plane from another—anywhere where
I got it, to fly me over the Spratly Islands. And there they were
building the islands. And so all of this time for the last 15 years,
we know that they have been building those islands, and we have
let it happen. We have not confronted it, which they have seen as
a sign of weakness.

And what maybe we could have done, maybe start building is-
lands of our own. We could have maybe financed the Filipinos to
go there and build their own islands right next door, see what they
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would have thought about that. But most importantly. And we are
trying to come to this formula, and I have only got a couple of min-
utes for you to reply, but let me just note: I think the most impor-
tant thing in making sure that we have peace and stability in that
part of the world is not to ignore everything but the trade with
China, but make sure that we work with the Japanese. The Japa-
nﬁzse are the only ones who are strong enough to counterbalance
this.

And let me note that if the United States had had a country fool-
ish enough for decades to say, “Let us take care of all of your de-
fense,” the American people wouldn’t be in favor of using their
money when the other country would let them cover their defense.
It is time for us not to cover the defense of Japan but treat the Jap-
anese as equal partners and allies and help President Abe, who is
committed to being a force to counteract this what I consider to be
evil coming out of Beijing.

Now, I have overspoke my time, but I will give all you witnesses
15 seconds to say “you are out of your mind” or “I really like what
you had to say.”

Mr. CHENG. I would note, sir, that what is essential is a com-
prehensive approach toward dealing with China. We cannot suc-
ceed in dealing with China simply via trade or simply via military
or simply via diplomatic issues. Comprehensive includes what you
have noted, which is working with our allies, but it also means
thinking about all of the instruments available to the United
States, including access to our markets, as Representative Sher-
man has suggested, including financial markets as well as things
like supply chains and things like that where many—much of that
trade is going to China. That is not finished products necessarily,
but it is often key spare parts.

Mr. ROHRABACHER. Very good.

Mr. AUSLIN. Representative, just very briefly, I think we do start
with our allies and partners. Japan spends $50 billion on its mili-
tary per year. It is purchasing advanced weaponry, such as the F-
35, and it does take the lead in protecting its own islands in the
Senkakus. The United States Navy has done none of that. What
they have asked for is a guarantee that, should war break out with
China, that we would honor our alliance commitment to them. But
the Japanese Coast Guard and Navy are always the first respond-
ers constantly to China.

Mr. SWAINE. You are out of your mind. No.

Mr. ROHRABACHER. Great.

Mr. SWAINE. I mean, I just fundamentally disagree with many,
many of your assumptions, Congressman.

Mr. ROHRABACHER. Okay.

Mr. SWAINE. I mean, I think looking at the Chinese system as
simply a question of Communist dictators bent on overtaking the
world is a very inaccurate way of understanding them. Yes, it is
a one-party dictatorship. Yes, they restrict a lot of political free-
doms within their regime. They are not, however, ruling over a
population that is dying to overthrow them. They have a lot of peo-
ple in China who are very supportive of what the PRC regime has
done over the last 30 to 40 years, and I am sure you are aware of
that. It has raised their standards of living up very, very high.
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No, they don’t have political rights in a variety of ways that we
would like them to have, but they are not going to become like an
American liberal democracy. They are going to have some version
of some kind of stronger state because of the size of the country
and because of the history of the country and the fear that they
have had of instability and collapse within that regime.

Now, you can argue that a democratic China would be much bet-
ter for us and much better for them, but give me a good sense
about how you get there without creating chaos, and I would be
very willing to hear because nobody has thought of how to do this.

So what you have, then, is an effort on the part of the Chinese
Government to expand their growth as great as they can, and they
do it for the people as well as for themselves, and to establish a
military that is going to reduce what they regard as their
vulnerabilities.

The United States has dominated the Western Pacific right up
to China’s 12-mile limit for the last 70 years. That is changing. The
question is, how do you address that problem without provoking a
conflict with the Chinese?

They are not like Iraq. They are not like Granada. They are not
like Panama. They have nuclear weapons and a big military.

Mr. ROHRABACHER. All right. Thank you.

And we do have fundamental disagreements, but neither one of
us are out of our mind. So we will have a good discussion on that.
Thank you.

And Mr. Becerra.

Mr. BERA. Mr. Bera. Mr. Becerra is back in California.

Mr. ROHRABACHER. No, we just met with him this afternoon.

Mr. BERA. You know, I think this is a very important and inter-
esting dialogue. I would agree with you, Dr. Auslin, that as we look
at Asia and the Pacific, and certainly East Asia, in the latter half
of the 20th century, post World War II, post the Korean conflict,
the U.S. presence really did have a remarkable effect in creating
a stable democracy in Japan, creating a stable democracy in the
Republic of Korea, you know, helping create thriving economies.
And that was a good thing.

And I do think it is important for us to reassure our allies in the
region that we are not withdrawing from the region. I think it is
also a good thing as Prime Minister Abe and the Japanese Govern-
ment looks at stepping up some of its own defensive capabilities,
understanding some of the threats.

And one of those threats, clearly, are tensions in the South China
Sea. And I would agree with my colleague, Mr. Rohrabacher, that
we should have responded sooner, but we are where we are. And
part of the challenge of not responding sooner is there is—if you
look at some of the Chinese strategy is they will provoke, see what
kind of response that they get. If they don’t get a response, well,
then they will push a little bit further and see what kind of re-
sponse. And at this juncture, it becomes a much more complicated
issue, much more so in the South China Sea than in the East
China Sea.

None of us has an interest in creating a kinetic conflict. And
there is always a danger of an accidental kinetic conflict, which
whether that is a Chinese vessel with a Japanese vessel or a Fili-
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pino vessel or an American vessel. And that is the danger. So we
do have to think about strategies to start reducing those tensions.

I do think, you know, the other big piece of it, whether you sup-
ported TPP or were opposed to TPP, these are the fastest growing
markets in the world. There clearly is a benefit to American com-
panies to be able to compete and sell in these markets. You know,
we sell a lot of American products in Japan. We sell a lot of Amer-
ican products in Korea. And as the other southeast Asian markets
and Chinese markets open up, we want to be able to compete and
sell our products there. That is good for American workers. We
want to make sure we do it in a fair way.

If T start to think about the next steps—and maybe I will give
each of you a chance to talk about that—with this desire to avoid
a kinetic conflict, that wouldn’t be in China’s interests, either.
What would be one or two next steps to start reducing those ten-
sions, and using some of our soft power to reduce and deescalate
the region?

Maybe, Mr. Cheng, if you want to start.

Mr. CHENG. Thank you very much, Representative.

Several thoughts do come to mind. First, I think it is very impor-
tant to note that the Chinese leadership does have to worry about
public opinion. They are not subject to election, of course, but when
we watch how quickly they suppress and limit the internet and the
free flow of information, it is very clear, that is something that
worries them.

And that is something that we should continue to champion at
a political level, internet freedom; at a governance level, in terms
of not walking away from things like ICANN; and at a technical
level, in terms of promoting the ability to flow information around,
over, and through the Great Firewall of China.

The other thing here is to consider the extent to which China’s
activities in places like the South China Sea land reclamation are,
nonetheless, dependent on Chinese companies, which, in turn, are
dependent upon imports. The spare parts required for the mechan-
ical act of reclamation often is sourced not in China, ironically
enough, but in Europe or the United States. And a diplomatic effort
on the part of the U.S. to bring in Japan and our allies, to basically
constrain Chinese behavior, or else suffer the consequences to their
supply chains, is, I think, one that is worth considering.

Mr. BERA. Dr. Auslin.

Mr. AUSLIN. Congressman, I think you are right, that we are
where we are, meaning we are in a different situation today than
we were 8 years ago, or 16 years ago. There are certain things we
cannot do today. There are other things that we can.

I would say, first, we do need to consider how to best build the
capacity of our partners, high-end partners such as Japan as well
as lower-end partners, those that are struggling to just protect
their own waterways.

Second, I think enhancing the U.S. presence, ensuring that we
maintain a robust, U.S. presence, which is both air and ground and
naval in the region, that there is co-training, there are exercises,
there are port visits and the like, is not inherently predominance,
but it does maintain stability and it sends messages of reassurance.
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At best, what I think we want—not at best, what I think we
want to do is complicate China’s perception of what it is able to do
uncontested in these areas, and nudge it toward a more cooperative
posture. And I think you do that by creating a community of inter-
ests.

Mr. BERA. Dr. Swaine.

Mr. SWAINE. Well, I mean, there are several different aspects to
what needs to be done. One of them is domestic. The United States
needs to, as I said before, think very carefully about what the long-
range future of the United States is in the Western Pacific, in
terms of its capabilities, its influence, how likely is it able to match
specific types of resources with specific types of objectives.

And I don’t think that dialogue or that discussion has occurred.
Nobody thinks really long term about U.S. capabilities and tries to
understand a range of outcomes that may occur and what you
would do to try and minimize the less likely, or the less favorable
ones and maximize the more favorable ones. That is the first thing.

The second thing I think we have to do is we have to have a dis-
cussion with our allies about them improving their relations in var-
ious ways with the Chinese. There is very little discussion by the
United States in interacting with China and ASEAN to do with
their disputes in the South China Sea. After all, the disputes are
about them; it is about their relationships. And we need to be more
effective diplomatically and not be reducing the State Department,
cutting back on the State Department’s capability, in order to en-
gage with allies and with others in the region on how they are
going to develop a real code of conduct.

The Chinese have committed themselves to this. They are sup-
posed to have a framework for a code of conduct by the middle of
this year. The United States barely says a thing about it. It needs
to base itself on the 2002 declaration that ASEAN and China
reached, and then use that as a basis for moving forward for a code
of conduct that will cover a lot of these areas.

Mr. BERA. Thank you.

Mr. YOHO [presiding]. Thank you. I am going to afford Mr. Sher-
man 30 seconds.

Mr. SHERMAN. One comment is that we might be stronger dip-
lomatically if we were part of UNCLOS. We don’t subscribe to the
international standards for maritime disputes, but we demand
China do so.

But I want to pick up on what Mr. Cheng said. They do need to
manipulate their domestic public opinion. They will especially need
to do that if economic conditions change, and they can no longer,
you know, provide 5 or 10 percent economic growth. And if there
is a recession in China, the best, or the most likely way for them
to try to retain power is to go eyeball to eyeball with us and wrap
themselves in nationalism.

I yield back.

Mr. YoHO. Thank you. At this time, we will go to Mr. Perry from
Pennsylvania.

Mr. PERRY. Thanks, Mr. Chairman.

I know this goes back a ways. It is probably longer than most
people care to think about, and maybe it is not even relevant to to-
day’s conversation. But I would think, for historical purposes, it is
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important that we remind ourselves in a way how we got here. And
I am one of the people that believes that a United States diplomat
named John Service in the fall of Chiang Kai-Shek as opposed to
Mao and our State Department and our meddling on behalf of com-
munists have helped create the problem that we now find ourselves
within. And I just think it is important to think about those things,
because I see parallels to today with some other places we are en-
gaged and other things we are doing.

That having been said, I turn to Mr. Cheng. Our new Secretary
of State Tillerson warned of a more confrontational South China
Sea policy, but he also said that the island building had to stop,
and that access to those islands would not be allowed.

The President has recognized the one China policy, as we all
know. The last administration expressed a floor for China, includ-
ing the militarization of the South China Sea; but as far as I can
tell, that was never backed up, never backed up with any action.

So the question is, so if we are going to maintain, if we are going
to maintain that there is a floor for China, what specific conditions
should we articulate to China regarding that; and when China in-
variably breaks the floor, or floors, what should our actions be?

Mr. CHENG. Congressman, I think that, to begin with, we should
be treating our allies and our friends at least as well as we treat
China. So I think that the incorporation of China into things like
RIMPAC, when forces from, for example, the Republic of China/
Taiwan are excluded sends, I think, a very distinct message to Bei-
jing, especially when they show up not only with the forces that are
supposed to show up, but also spy ships which were uninvited.

And yet, we are apparently going to invite them yet again. They
showed up in 2014 with a spy ship as well as their forces. They
showed up in 2016. And now, apparently, we are going to invite
them again in 2018. That isn’t even a floor; that is not a net; that
is an open doorway.

I think that, with regards to confrontation, again, there are eco-
nomic aspects that can be undertaken. The companies that are
doing this reclamation should be given a fairly simple choice. You
can work for China and make millions, or you can work the global
market that the U.S., Europe, and Japan can influence, and that
is billions of dollars. I think many of these companies may well, at
leaist, impose pressure on their own system to rethink some of their
policies.

And then with regards to our allies, again, I think that many of
them are still militarily less capable. They want to cooperate with
the United States. We are representing the gold standard. That
doesn’t mean we shouldn’t be engaging diplomatically. It doesn’t
mean we shouldn’t be engaging in other aspects. But these are
things that also do send a political signal as well, whether it is
sales of more advanced weapons, or whether it is cooperating in—
inviting our friends and allies to cooperate in multinational mili-
tary exercises.

Mr. PERRY. So that seems pretty proactive, I mean, not inviting
the Chinese. Maybe we continue to invite them, but we also invite
our allies is what you are saying. But I would say that there also
should be an immediate prohibition of them bringing the spy ship,
if you want to call it that. Right? That seems pretty axiomatic as
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well as making the contractors make a choice. Right? That seems
pretty obvious as well. But those are kind of prospective, right? We
could make that decision right now.

But anticipating that China will always step one foot closer,
what is in our arsenal of diplomatic—and maybe “arsenal” is not
the right term, right, but what is in our grab bag of options, some-
thing that will be meaningful to China when it is either imposed
upon them or taken away from them, et cetera?

Mr. CHENG. Congressman, I think that, again, access to our mar-
kets is something that China wants as much as we want access to
theirs. Financial markets in particular. We, in an odd way, rep-
resent sort of the underwriters limited seal of approval when a Chi-
nese IPO occurs.

And the inability to access our stock markets, our financial net-
works, is something that should be undertaken very carefully, be-
cause that is a very, very serious step, but it does send a very seri-
ous message to Beijing. If you want to still benefit from that global
transfer of funds that undergirds your economy, then you need to
play by the rules, the rules that you have already signed up to play
b

y.

Mr. PERRY. Always a privilege, Mr. Cheng.

Thank you, Mr. Chairman.

Mr. YoHO. Thank you. And now we will go to Ms. Titus from Ne-
vada.

Ms. Trtus. Thank you, Mr. Chairman.

Perhaps we shouldn’t have been so anxious to send Bao Bao back
if we are facing these kind of diplomatic problems.

All of you have mentioned that we need to increase our engage-
ment in the South China Sea, and all of you have mentioned we
need to do this through diplomacy, not just with China, but with
our other allies there. You pointed that out, Mr. Cheng.

Dr. Auslin said, I think your quote was energetic diplomacy
through ASEAN, or attending some of these other summits.

And then Dr. Swaine, you noted the only effective way to create
a more stable environment in the maritime areas near China is for
the U.S. to lead a serious diplomatic dialogue with Beijing and oth-
ers in the area. You kind of trumped my question there in passing
in your earlier answer, but I would like to hear all of you say, how
in the world are we going to be able to increase diplomacy, not just
with China, but the other areas, when we have no clear message
coming out of the White House? We have so many vacancies at top
levels in the State Department, and we have what we anticipate
a budget from this new President where they are just cutting as
much as they can from the State Department.

How are we not creating a power vacuum there? How are we
going to deal with this situation? Maybe, Dr. Swaine, you could
start.

Mr. SWAINE. Well, you are preaching to the choir on this. I think
what is—we don’t know yet, right, exactly what the Trump admin-
istration intends to do by way of cutting back in order to pay for
a $54 billion increase in defense spending. It is claiming that it is
going to have offsets to be able to do this without having to raise
taxes or increase the deficit. I don’t know what that means.
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Ms. Trtus. We do know he wants other people to step up and do
their share, so that is kind of a hint what is coming.

Mr. SWAINE. Right. So gutting agencies, EPA and the State De-
partment. And to me, it is just incredibly foolish if that is what is
going to happen, because the State Department, more than any
other agency, needs to have more funding. It has been operating
on a shoestring for way too long. To put them at a lesser level of
spending is going to make the ability of the United States to really
be effective in places like the Far East, where it really counts,
much, much less.

So I don’t, in any way, sanction or endorse the kind of direction
where the administration is going today. I think there has to be a
clear, strategic assessment about what our long-term future is in
the Western Pacific and how we bring to bear our most important
assets—diplomatic, military, economic—to achieve those gains.

Much of U.S. policy has to do with process. Engagement is a
process, as if it is something we can do or not do. We have no alter-
native to engaging with the Chinese. The Chinese are so big and
so influential and the rest of the world is so committed to dealing
with them that efforts by us to try and cut back on that would be
totally self-destructive.

So we have to get smart about how we are going to be more en-
gaged on this in a very changing dynamic for power relations, par-
ticularly in the Western Pacific. That is the only real area where
the United States and China, in my view, can have serious prob-
lems. It is not over larger questions globally; it is primarily in the
Western Pacific. And if we don’t get that right, things are going to
affect many other areas. So I agree that we need to have greater
capabilities on the diplomatic side and on the economic side.

Ms. Trtus. We have seen, visiting some new democracies, where
China has moved in there very eagerly to build infrastructure. And
if you start cutting back at the State Department, cutting back the
small budget that is foreign aid, this can have repercussions be-
yond the South China Sea.

Mr. Cheng, or Dr. Auslin?

Mr. AUSLIN. Congresswoman, just on your last point, I agree. We
don’t do infrastructure. We do capacity building. So if you want
judges or police, you come to us. You want a road, you want a
school, a power plant, you go to China or Japan. We should be
doing infrastructure.

We have spent decades, however—to get to your earlier point—
we have spent decades stripping our capability of spreading a
democratic message about our values and our society and our cul-
ture. USIA, U.S. Information Agency, was disestablished years ago
and rolled into the State Department. The current cuts may be ex-
treme, but they are part of a long trend under both Democratic and
Republican administrations to make it harder for our diplomats to
get our message out. We do need to turn that around. I believe in
it, but it is only part of a solution.

And as much as we need to engage with China, we have to be
realistic. A country that wants to cooperate or be cooperative will
do so without our blandishments. We have to understand the limi-
tations of that even as we pursue it, because it sends a message
to others who want to emulate our ways. Thank you.
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Ms. TiTus. I guess I am out of time. I am sorry. Thank you.

Mr. YoHo. Thank you.

We will go to Ms. Gabbard from the great State of Hawaii.

Ms. GABBARD. Thank you, Mr. Chairman.

Thank you, gentlemen, for being here and sharing your insights
and thoughts.

No one has really talked about North Korea yet, and how the
various courses of action that are being suggested here will impact
the very direct threat that we face from North Korea, and the re-
ality that any resolution to North Korea’s situation will require the
engagement and cooperation of China in that.

So I would love to just hear each of your thoughts on specifically
how you suggest your suggested course of action will impact the
threat we face from North Korea. Start with Dr. Cheng.

Mr. CHENG. Representative, frankly, I don’t see any solution to
North Korea, because the North Korean regime has associated
itself with retaining its nuclear capability, and China has repeat-
edly demonstrated for pretty much the last 30 years it has no in-
tention of solving the North Korean problem, particularly for the
United States.

And the reality is that North Korea’s nuclear weapons aren’t
aimed at China; they are aimed at Japan, South Korea, and the
United States, which, from the Chinese perspective, is not a great
solution, but not necessarily a particularly troubling one.

I will note, however, that the one time that anything was done
that truly caught the North Korean regime’s attention was when
we should the down Banco Delta Asia by using the financial net-
works to force the Chinese, again, to make that choice, the millions
of dollars that they gain from working with North Korea or the bil-
lions in dollars in financial flows that would otherwise occur. Un-
fortunately, after less than a year, we decided that those sanctions
were too dangerous to continue and sustain against North Korea.

Ms. GABBARD. Thank you.

Mr. AUSLIN. Congresswoman, thank you. I would agree with my
colleague. I would say, however, I would modify it slightly to say
there are no good solutions to North Korea. There are lots of bad
solutions to North Korea. And I agree entirely that we have to give
up the fiction that China wants, in any way, to solve North Korea,
certainly for our own purposes.

I would say, however, that given the increasing erratic nature of
the Kim Jong-un regime, the assassination of his half-brother, who
was protected by China just a few weeks ago in Malaysia, as well
as the assassination in 2014 or 2013, of Jang Song-Thaek, who was
Kim Jong-un’s uncle, but, more importantly, China’s main agent in
North Korea, means that Beijing is as worried about their influ-
ence as we are worried about our lack of. And there may be oppor-
tunities out of pure self-interest, which is a fine thing, for the two
of us to figure out ways of pressuring that regime, or at least talk-
ing more creatively about how to contain it.

At some point, by the way, we are going to have to decide when
we declare it a nuclear power. It is a nuclear power. I understand
that we do not want to shred the nonproliferation regime, but we
are going to have to wake up to reality one day. Thank you.

Ms. GABBARD. Thank you.
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Mr. SwWAINE. Well, I agree with what Dean and Michael have
said already, that this is not a problem with a solution. I mean,
it is really trying to maximize, or optimize, a bad situation. Unfor-
tunately, what drives this situation the most is the behavior of
North Korea, which no country outside of North Korea, has real
control over, including the Chinese.

I believe that the Chinese have moved in their position toward
a greater degree of cooperation and support in dealing with North
Korea. They certainly wouldn’t fully endorse everything that the
United States might want to see toward North Korea for a legiti-
mate national security interest of their own, as well as other inter-
ests, which may not be as, from our perspective, as legitimate; but
I do think that we have choices here.

We have a very—the policy thus far has not worked. So we need
to think about a new way of addressing this issue. We can’t simply
regard the Chinese as being the panacea, that they are going to
solve it, because they are not going to solve it. So we have to think
about how we can work with the Chinese, the South Koreans, and
the Japanese to deal with it.

We have two different paths that we can go. One of them is to-
ward a greater degree of unified sanctions against North Korea, in
the hope that the regime will collapse or give up its nuclear weap-
ons. I think that is very unlikely. I think they are committed to
these weapons, and they are not likely to give them up. And they
are going to continue to move toward a deliverable ICBM capability
with a nuclear warhead. And when they get close to that capa-
bility, the question is, what do we do about that?

And, in my view, the only thing that one can do is you have to
make a choice between being—well, you can combine both. You can
be extremely clear about the consequences of any use or threat of
use of a nuclear weapon by North Korea, that it will involve the
destruction of North Korea, and that this applies to threats to
South Korea and to Japan, our allies for whom we have a nuclear
umbrella.

And at the same time, however, I think we have to consider
whether or not it is possible to develop a diplomatic strategy in
which you address each of the concerns that the North Koreans
have said that they have on their security front. Many people say
this is all useless, because the North Koreans will ignore all this
and continue to take advantage of it. But you can make the argu-
ment that the United States and the other powers have not fully
tried to implement what you call an omnibus approach to North
Korea, that would give them over a period of time in response to
certain actions that they would take a certain level of benefits for
them, economic and diplomatic.

And if they turn those things down, and you offered them all in
good faith and the Chinese sign onto that, then the basis for the
Chinese to continue to not cooperate in dealing with North Korea
will be reduced, in my view.

Ms. GABBARD. Thank you. Thank you, gentlemen.

There are clearly no easy answers to the situation, but, Dr.
Swaine, I would argue that the time to ask that question what will
we do is now. And understand that as we look at these other
issues, whether it be the South China Sea or other issues within
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the region, we can’t operate in a silo with any of them, because of
the ripple effects that will occur as we look at the various threats
that exist there.

Thank you.

Mr. YoHO. Thank you. And they have called votes. We have got
10%2 minutes.

I am going to turn this over to Mr. Connolly from Virginia.

Mr. CoNNOLLY. Thank you, Mr. Chairman.

And I would urge—welcome our panelists—if we can all be con-
cise, I would appreciate it, because we have to go vote.

What my concern is, at the very start of the new administration,
we have seen, or we are seeing policies that contradict each other
with respect to this region and China. So we rattle the cage with
a call to the President of Taiwan. We announce a budget that is
going to add $54 billion in defense spending and the purpose of
which is for ship building, military aircraft, and establishing “a
more robust presence in key international waterways and check-
points,” like the South China Sea, while saying we are going to
fund that, but cutting back on the State Department and AID spe-
cifically.

Now, I was just in Sri Lanka. The Chinese, as you said, Dr.
Auslin, are building everything. You know, ports, airports, roads,
bridges, high-rises, sports stadiums, hospitals, they are building it.
But we are financing democratization. We are providing real, in-
depth assistance, both through IRI and NDI to help, frankly, de-
mocratize institutions in Sri Lanka, and it is working. But that is
funded through the AID program.

Now, if we retrench in our foreign assistance and diplomatic pos-
ture in places like the Philippines, Vietnam, Burma, Sri Lanka,
doesn’t that create a vacuum for the Chinese? And before you an-
swer, so that is one vacuum I am worried about, and one set of con-
tradictions.

The other is, in the first week, we rip up TPP. And what is hap-
pening as we speak, Beijing has summoned a region-wide convoca-
tion to talk about a new trade agreement that has zero provisions
on labor, on human rights, and on the environment. And I don’t
know, I am a simple soul, but that seems like we just contradicted
ourselves and, frankly, handed an enormous victory to the Chinese
that will be very long-lasting.

Your comments?

Mr. CHENG. Representative, I believe that TPP was negotiated by
the previous administration that indicated that it was not going to
bring it forward to Congress. It was not going to present it for a
vote at all. And in counting noses over who would have voted, I am
not sure how many members of the previous administration’s party
could be relied upon to vote for TPP.

Mr. ConNOLLY. Irrelevant point, Mr. Cheng. I am making a dif-
ferent point. And by the way, I happen to be one of those people
who would have and did.

However, what I am making—and if you don’t want to answer
it, then I will move to Dr. Auslin and Dr. Swaine. The question is,
are we not handing an enormous victory, irrespective of what
Obama’s administration was prepared to do or not do—they were
prepared to bring it to a vote, but time kind of ran out. But did
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we just hand the Chinese an enormous victory, and isn’t the wit-
ness of that what is happening as we speak in Beijing?

Thirty percent of all of the world’s economic activity is going to
be covered by the agreement they are now forging, and I might
add, U.S. allies, like Australia and New Zealand—maybe Australia
isn’t an ally anymore after the tongue-lashing they got from the
new President.

Dr. Auslin, did you want to comment?

Mr. AUSLIN. Congressman, I would prefer to see the administra-
tion go back to TPP. However, if all we can get are bilaterals, then
I think we should all push as strongly as possible to get bilaterals,
starting with Japan.

Your point about the AID vacuum, I think, is important. It is an
important part of our strategy. I would prefer to see that part of
the budget increased as well. But we have to do a lot better at the
messaging that we send out. We have not been very good under ei-
ther Democratic or Republican administrations in the State De-
partment sending out those messages.

Mr. ConNNOLLY. Thank you.

Dr. Swaine, real quickly, because we are running out of time.

Mr. SWAINE. I basically agree with that, but I think the United
States does really have to have a much better job, do a much better
job of presenting what the economic costs and benefits are and
what the advantages the United States gets from multilateral
trade agreements, but it is just not in the position of doing that.

Mr. CONNOLLY. I just have never seen the United States quite
so blatantly, in the matter of 1 month, contradict itself so pro-
foundly with respect to something so important, namely, our rela-
tions with China. So on the one hand, we want to deter them and
we are going to build up military forces to do that; and on the
other, we are going to unilaterally disarm on trade and foreign aid
and diplomacy, because we are going to defund it.

I yield back. Thank you, Mr. Chairman.

Mr. YoHo. Thank you, gentlemen, for being here. Just kind of
one last comment, because, again, what I hope to get out of this
is to get enough information that we can help direct some of the
foreign policies.

I read an article, and I got chastised for this because I brought
it up in this committee. They were talking about how China, as you
brought up, Dr. Auslin, how they go in and they build infrastruc-
ture, and we focus on other things. I think it is a misstep of ours.
We should go in and build strong infrastructures and develop
strong trading partners, and in that process we will bring people
to our side and meet the goals that we have as far as human rights
and things like that. And I think we should focus on that.

I want to point out to Dr. Swaine, and I know you are well aware
of this. Robert Gates’ book Duty, there was a section in there
where they were talking about military sales to Taiwan. And a cou-
ple years ago, the Chinese negotiator raised holy Cain, because of
the military sales. And our negotiator says, why are you making
a big fuss over this? We have done this for many years, since 1979.
He goes, yes, you did, but we were weak then; we are strong now.
I think we are seeing that presence. So I think it is imperative that
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we come to an agreement of what we can do and can’t do and forge
those strong relationships.

I am going to turn this over to the ranking member, and let him
finish, and we have to go vote.

Mr. SHERMAN. China will become more nationalistic as it needs
to satisfy its own population, and even more nationalistic if they
face economic reversals. TPP enshrined the idea that currency ma-
nipulation isn’t a problem. And its rules of origin provision gave
China a chance to have free access to the U.S. market on goods
that were to be purportedly only 50 percent made in China, but,
as an old accountant, I know that would be 80 or 90 percent. So
90 percent of the advantages of a free trade agreement. But at
least they would have a made in Vietnam label put on.

We do not have—we will not put tariffs on China, because Wall
Street won’t let us. We will, instead, spend $50 billion extra on our
military, because the Pentagon will want that; and we will meet
the domestic needs of the institutions that are most powerful in our
society. Wall Street will be happy. The Pentagon will be happy.
Beijing will fan nationalism. And Ohio and Western Pennsylvania
will suffer.

I yield back.

Mr. YoHO. Thank you for your comments.

Gentlemen, thank you for being here with your great information
as you have helped us cipher through some things, and I look for-
ward to dealing with you more. We have to go vote now. This meet-
ing is adjourned, and thank you.

[Whereupon, at 3:57 p.m., the subcommittee was adjourned.]
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Statement and Questions for the Record
Congresswoman Ann Wagner
AP Subcommittee Hearing: “Checking China’s Maritime Push”
February 28, 2017

Thank you, Mr. Chairman, for holding this hearing. Last month, along with my colleague
Congressman Castro, I founded the Congressional Caucus on ASEAN. Ensuring that Southeast
Asian interests are heard loud and clear in the maritime discussion is an important dimension to
this challenge.

1. Mr. Auslin, can you please discuss progress in the Japan-ASEAN defense initiative on
maritime security cooperation? How do you hope the defense initiative will evolve?
2. Japan recently decided to transfer or donate defense equipment to the Philippines and

Vietnam. Mr. Auslin, how will improved naval capacity in ASEAN help Southeast Asia
better respond to gray zone situations before they escalate?

3. Mr. Swaine, or others, the growing U.S.-India naval partnership includes information-
sharing about Chinese maritime action in the Indian Ocean. Can you discuss New
Delhi’s concerns with Chinese action in the Indian Ocean?

Cheng: Various Indian officials, academics, and analysts have expressed concerns about China’s
growing presence in the Indian Ocean region. There have been longstanding fears that Chinese
investments across the region, sometimes characterized as the “string of pearls,” are laying the
foundation for future expansion of China’s military presence. China has established a military
base in Djibouti, and has deployed submarines to the Indian Ocean, in addition to supporting a
regular presence in the Gulf of Aden.

For Indian defense planners, the situation is further complicated by the close relationship
between China and Pakistan. Indian defense planners have to worry that, in the event of a
conflict with Pakistan, China will support India, not only politically, but possibly through
provision of intelligence and other assistance.

Swaine: New Delhi’s security concerns toward China center on the fear that a larger, more
capable Chinese navy will possess the ability to control or dominate India’s southern maritime
region and thus both reduce Indian security and limit India’s efforts to expand its influence
beyond the region into East Asia and possibly the Middle East. A strong Chinese naval presence
in the Indian Ocean could also put pressure on India during a possible future confrontation with
China over territorial or other disputes along India’s northern border with Beijing. Hence, while
Sino-Indian diplomatic and economic relations are generally cordial, New Delhi nonetheless
wants to keep a close watch on Chinese activities in the Indian Ocean and if possible counter-
balance China’s growing capabilities there. Think of this as Indian hedging.
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4. Last year, former Taiwanese president Lee Teng-hui wrote that the Senkaku islands
belong to Japan. In response, then-KMT President Ma Ying-jeou and DPP President-
elect Tsai Ing-wen insisted that the Senkaku islands belong to Taiwan. Mr. Cheng, are
Lee’s remarks at all indicative of a future shift in Taiwan’s approach to the territorial
dispute?

Cheng: Taiwan, like the PRC, has never renounced its claim to the Senkakus (which they term
the Diaoyutai islands). The position enunciated by former Taiwanese president Lee is therefore
not that of the government in Taipei, or either major political party.

Former President Lee’s comments should be seen in the context of his background, which
included growing up on Taiwan when it was still a Japanese colony, and included volunteering to
serve in the Imperial Japanese armed forces during World War 1L In 2015, he was heavily
criticized for referring to Japan as “the motherland ™’

" “Ex-President Lee Teng-hui Under Fire for Calling Japan ‘the Motherland,”” South China Morning Post (August 21,
2015). http://www.scmp.com/news/china/policies-politics/article/1851501/ex-taiwan-president-lee-under-fire-
calling-japan
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