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ABSTRACT 

Before and since America’s “pivot to Asia” tensions have escalated across the Western Pacific rim from the 

Sea of Japan, Yellow Sea, East China Sea, South China Sea, to the Philippine Sea, sometimes without clear explanation. 

The People’s Republic of China (“China”) appears to be the common denominator to much of this conflict, although it 

tended to blame the United States, at least before several Western European nations entered the fray in June 2016.       

An overlooked explanation is easy to understand: sensing an unwelcomed slowdown in Gross Domestic Product (GDP) 

growth and parallel decline in both Foreign Direct Investment (FDI) and manufacturing (assembly) contracts with the 

West, accompanied by a significant increase in Chinese labour cost and accompanying rise of a Chinese middle class, 

paralleled by development across the Association of Southeast Asian Nations (ASEAN) bloc, China is positioning itself 

to become the “shipper of the world” even if it stops being “factory to the world,” and to regulate products that are 

shipped through Western Pacific waterways, such as between Japan and India and between the ASEAN countries and 

Europe. China’s state-owned cargo shipping lines such as COSCO, CSCL, Sinotrans, are expanding capacity 

notwithstanding their increasing dependence upon state subsidies, potentially at the expense of Taiwan’s Evergreen 

container lines, Japan’s Nippon Yusen Kabushiki Kaisha (NYK) and Kawasaki Kisen Kaisha, Ltd. (“K-Line”), South 

Korea’s Hanjin, Hyundai HMM, KMTC Lines, and China is raising the volume of its rhetoric condemning real or 

imaginary shipments of armaments from Japan to India and elsewhere. Governments can intervene only to an optimum 

extent without producing open warfare. Private sector firms that manufacture products in China or purchase products 

made in China or in neighboring nations along the Pacific rim can become more active by insisting upon freedom of 

navigation in open international waterways, enforceable rules of maritime passage, unobstructed supply chain 

management to and from Asian ports, tied to unobstructed payments across global banking channels and networks.    

This is not the time for a Sino-American or an Eurasian arms race. It is past time but not too late for intervention by 

private corporations whose stake in the outcome of these tensions is enormous. Is the 21st century facing a prospect that 

“Serica rules the waves” much as “Britannia” did or claimed to do in the 19th century, “Serica” being the name the 

Romans used for China meaning “Land of Silk”? Is there emerging on horizon a new international relations theory. 

Call it “Liber-Realism” or “Liberealism”? 
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INTRODUCTION 

“Rule Serica, Serica Rules the Waves,” or does it? Or does China even aspire to do so in reality? To the Romans, 

China was “Serica,” meaning “Land of Silk,” much as China reminds the world incessantly with its “One Belt, One Road” 

or “OBOR” that consists of its “New Silk Road” and “New Maritime Silk Route,” the former extending overland across 

South Asia and West Asian states, now independent, that once were provinces of the former Soviet Union (Eurasia), and 

the latter traversing the South China Sea area of the Western Pacific Rim then on across the Indian Ocean until it forks at 

Egypt’s Suez Canal, one direction continuing on the Indian Ocean to the African Continent to collect minerals including 

energy, another direction entering the Mediterranean Sea en route to Europe for delivery of Chinese-assembled or 

manufactured finished products. However, China and many others disagree, denying that China rules the waves or even 

wants to.1 This issue is escalating, becoming an international security dilemma as well as the setting for unfair trade 

allegations. It appears to reflect a 35 year search for a “new” Chinese identity, separate from but in many ways similar to 

the reported 25 year search for a “new” Russian identity following the collapse of the Soviet Union,2 and arguably a 

Chinese response to that Russian identity search.3 Early in August 2016, Chinese authorities called for more aggression in 

the South China Sea region in further defiance of the ruling from The Hague, notwithstanding caution by Chinese naval 

officers that China would lose in a direct maritime confrontation with the United States.4 

United States Navy assets were increased in the South China Sea late in June 2016 with arrival of a second 

aircraft carrier, USS Ronald Reagan, joining the USS John C. Stennis (afterwards the Stennis returned home after six 

months in Asia),5 defying Chinese “carrier killer” threats as Chief of United States Naval Operations Admiral John 

Richardson commented that the Chinese threats are merely “on paper” and remain untested as to accurate execution.6 

Clearly, a Western Pacific rim arms race is underway, however, and this escalation hardly is aimed at calming tensions in 

the region. Before and since America’s “pivot to Asia” tensions have escalated across the Western Pacific rim from the Sea 

of Japan, Yellow Sea, East China Sea, South China Sea, to the Philippine Sea, sometimes without clear explanation.      

The People’s Republic of China (“China”) appears to be the common denominator to much of this conflict, although it 

tended to blame the United States, at least before several Western European nations entered the fray in June 2016. An 

overlooked explanation is easy to understand: sensing an unwelcomed slowdown in Gross Domestic Product (GDP) 

growth that appears to be at only half the official rate according to the China Sales Manager Index (SMI) published by 

                                                        
1 Liu, Xiaoming. 2016. “China is Not Trying to ‘Rule the Waves’,” The Huffington Post. 23 Jun. 
http://www.huffingtonpost.com/liu-xiaoming/china-not-trying-to-rule-the-waves_b_10635022.html  
2 Zubacheva, Ksenia. 2016. “Russia Direct Report: 'National Identity: The 25-year search for a new Russia’,” Russia Direct. 
01 Jul. http://www.russia-direct.org/archive/russia-direct-report-national-identity-25-year-search-new-
russia?utm_source=foreignpolicy.com&utm_medium=970x90&utm_campaign=june-issue.  
3 This is evidenced further by planned joint Sino-Russian naval drills in the South China Sea. Roy, Ananya. 2016. “China 
and Russia gearing up for joint naval drill in South China Sea,” International Business Times. 28 Jul. 
http://www.ibtimes.co.uk/china-russia-gearing-joint-naval-drill-south-china-sea-1573000.  
4 Blanchard, Ben, and Benjamin Kang Lim. 2016. “'Give them a bloody nose': Xi pressed for stronger South China Sea 
response,” Reuters. 01 Aug. http://www.reuters.com/article/us-southchinasea-ruling-china-insight-idUSKCN10B10G.  
5 Robson, Seth. 2016. “Analysts recommend 2nd US aircraft carrier for Far East,” Stars & Stripes. 29 Jul. 
http://www.stripes.com/news/analysts-recommend-2nd-us-aircraft-carrier-for-far-east-1.421496. See photograph of both 
Nimitz class American aircraft carriers sailing side by side in the Philippine Sea on 17 July 2016 in this article. 
6 Lockie, Alex. 2016. “Chief of US Naval Operations explains why he's not afraid of China's 'carrier killer' missile,” 
Business Insider. 21 Jun. http://uk.businessinsider.com/us-navy-admiral-explains-why-hes-not-afraid-of-chinas-carrier-
killer-missile-2016-6?yptr=yahoo.  
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World Economics,7 and a parallel decline in similar forecasts such as Foreign Direct Investment (FDI) and manufacturing 

(assembly) contracts with the West, accompanied by a significant increase in Chinese labour cost and accompanying rise 

of a Chinese middle class, paralleled by rapidly expanding and increasing development across the Association of Southeast 

Asian Nations (ASEAN) bloc, China is positioning itself to become the “shipper of the world” even if it stops being 

“factory to the world,” and to regulate products that are shipped through Western Pacific waterways, such as between 

Japan and India and between the ASEAN countries and Europe. China’s state-owned cargo shipping lines such as COSCO, 

CSCL, Sino-trans, are expanding capacity notwithstanding their increasing dependence upon state subsidies, potentially at 

the expense of Taiwan’s Evergreen container lines, Japan’s Nippon Yusen Kabushiki Kaisha (NYK) and Kawasaki Kisen 

Kaisha, Ltd. (“K-Line”), South Korea’s Hanjin, Hyundai HMM, KMTC Lines, Singapore’s Neptune Orient, ZIM, and 

Conian Lines, and China is raising the volume of its rhetoric condemning real or imaginary shipments of armaments from 

Japan to India and elsewhere, highlighted as China exercised its veto of India’s quest for membership in the Nuclear 

Suppliers Group (NSG) recently.8 

Theoretical Background 

Prevailing international relations theories are multifold, with Neo-Realism and Neo-Liberalism leading the pack. 

Principles of Neo-Realism were set forth by Kenneth N. Waltz in 1979 when he argued that in a world devoid of global 

governance (“anarchy”), states become forced to work their own ways through international politics by advancing their 

own interests, called power, in relation to their respective positions in the world order of nations, measuring their 

capabilities in relation to the capabilities of other states that may affect them because of size, armaments, proximity,         

or core values, and that states assess other states as adverse or allied more because of capabilities than intentions, because 

the former can be measured more accurately.9 Principles of Neo-Realism were articulated by Robert O. Keohane and 

Joseph S. Nye, Jr. in 1977, also, when they argued that multiple channels of action between societies may be used in 

interstate, trans-governmental, and transnational relations because in a globalized world issues have no hierarchy, 

prioritization of agendas change frequently, and the effectiveness of military coercion and force is decreasing.10 As the 

second decade of the 21st century comes to a conclusion, it becomes more evident that the private sector that is responsible 

for the growth of wealth is becoming more and more responsible in the task of maintaining order between and among 

states, even to the point of the private sector needing to intervene in disputes between and among states. This approach 

invites a new theoretical implication: “Neo-Liberealism.” 

China’s sense of economic insecurity is unlikely to decrease anytime soon. In 2013, the Organization for 

Economic Cooperation and Development (OECD) and International Monetary Fund (IMF) predicted that China would 

overtake the United States to become the world’s largest economy by 2016 or 2017 respectively, assuming that China 

would continue to make various economic, financial, and regulatory reforms.11 Of course, now past the middle of 2016,   

                                                        
7 Glenn, Elias. 2016. “China economy growing, but at only half of official estimates: SMI survey,” Reuters. 19 Jul. 
http://www.reuters.com/article/us-china-economy-sales-survey-idUSKCN0ZZ18C.  
8 Wicker, McDaniel. 2016. “Only America Can Keep a China-India War from Erupting,” The National Interest. 19 Jul. 
http://nationalinterest.org/feature/only-america-can-stop-china-india-war-17036  
9 Waltz, Kenneth N. 1977. Theory of International Politics. New York: McGraw Hill. 
10 Keohane, Robert O., and Joseph S. Nye, Jr. 1977. Power and Interdependence: World Politics in Transition. Boston: 
Little, Brown & Company. 
11 Singleton, Malik. 2013. “OECD Report Says China's Economy Will Overtake US Economy By 2016,” International 
Business Times. 22 Mar. http://www.ibtimes.com/oecd-report-says-chinas-economy-will-overtake-us-economy-2016-
1146333.  
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we know that China’s GDP growth forecasts have fallen short of OECS expectations for 2016, and do not seem poised to 

meet, much less to exceed, IMF expectations for 2017, either. Quietly and at least pretending to be the result of its own 

initiative instead of in response to United States prodding, China appears to be moving toward a consumer-driven economy 

while not backing entirely away from an investment-driven economy and with that its international infrastructure 

commitments as it completes its Group of 20 (G20) nation presidency and hosts the G20 Summit at Hangzhou.12 

Asia Scrambles for Africa and Europe 

Part of the tension that has begun in the East and South China Seas can be expected to move on westward, if left 

unchecked, as other Asian countries begin to rival China’s supply chain management in Africa and market share in Europe. 

Over the past half century, China has tried and vied to dominate infrastructure construction across Africa, largely to 

facilitate then secure its harvesting of raw materials required to maintain its once burgeoning manufacturing industry.       

In the second decade of the 21st century, India and Japan have joined, and all are using African nations in their 

disharmonious bid to reconfigure the United Nations Security Council, with India suspicious of Chinese moves in the 

Indian Ocean, and China vehemently opposed to Japan gaining a permanent Security Council seat.13 This explains China’s 

interest in and even preoccupation with its “New Maritime Silk Route” across the Indian Ocean to East Africa. Meanwhile, 

African nations and Westward-leaning African leaders want to balance “equity” in their continent’s vast natural resources, 

clearly a euphemism for diluting China’s dominance.14 Another part of this scramble is the desire of Asian countries, led 

by China, to commence doing business in Europe, particularly in the Central and Eastern European Countries (CEEC), 

once periphery of the original “Great Game,” and clearly targets of China’s “New Silk Road” that stretches overland from 

Xhina’s Northwestern Xinjiang Province across Pakistan through most of the Central Asian provinces of the former Soviet 

Union to the Eastern EU member states. At the same time, in the perception of Japan and other neighbours of China in East 

Asia, China seems to be bent on curtailing the free flow of commerce on the High Seas by construction of a “strategic 

triangle” of fortress islands across its “nine-dash line” in the East and South China Seas region, presumably to regulate 

how much energy and other industrial commodities its competitors such as Japan can easily import from Africa, the Middle 

East, and elsewhere across the Indian Ocean, and possibly also how many finished products Japan, South Korea, and 

Taiwan can export along the same waterways to Europe.15 

Asia Fails to Unite 

In the ultimate analysis, China’s neighbours in Asia and in Southeast Asia especially, have to unite to succeed. 

Divided they will fail. They are much too slow to unite, assuming without deciding that they have any plans at all for 

unification.16 To unite, these nations require leadership, at present sorely lacking. Except in one respect, an exception to the 

                                                        
12 “China’s 2016 G20 Summit in Hangzhou.” Toronto: Monk School of Global Affairs, Heinrich Böll Siftung [Foundation] 
North America. 10 November 2015. https://us.boell.org/2015/11/10/chinas-2016-g20-summit-hangzhou.  
13  “Asia’s scramble for Africa: India, China and Japan are battling for influence,” The Economist. 13 April 2016. 
http://www.economist.com/news/middle-east-and-africa/21704804-india-china-and-japan-are-battling-influence-asias-
scramble-africa  
14 Annan, Kofi. 2013. Africa Panel Progress Report: Equity in Extractives: Stewarding Africa’s natural resources for all. 
Oxford: Blavatnik School of Government and the Africa Center for Economic Transformation. http://app-
cdn.acwupload.co.uk/wp-content/uploads/2013/08/2013_APR_Equity_in_Extractives_25062013_ENG_HR.pdf  
15 Mollman, Steve. 2016. “Maritime Tensions Grow Between Rising China and Rearming Japan,” Defense One. 23 Sep. 
http://www.defenseone.com/threats/2016/09/maritime-tensions-grow-between-rising-china-and-rearming-japan/131779/  
16 Hensengerth, Oliver. 2016. “Vietnam is struggling to unite its Mekong Neighbours against China,” The Conversation. 07 
Sep. https://theconversation.com/vietnam-is-struggling-to-unite-its-mekong-neighbours-against-china-63969  
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general rule: Cambodia is aligned with China, and routinely it exercises its veto within ASEAN circles that require 

unanimity, thereby preventing any mention of the U.N. Permanent Court of Arbitration judgment in The Philippines (and 

Vietnam) vs. China, entered against China on 12 July 2016.17 This has brought some ASEAN business to a standstill,     

with larger ASEAN countries such as Indonesia quietly planning to replace ASEAN with another organization primarily 

consisting of the larger or more economically powerful ASEAN bloc of countries. Only Japan has stood firmly with the 

United States in strongly affirming the importance of the Arbitration Court award, leading some prominent constitutional 

law scholars to surmise that, in the end, it will be up to the United States entirely to make that award meaningful or 

inconsequential.18 This is shameful, because the countries in the region should have united immediately to safeguard their 

own vital national security interests, rather than to follow the example of the European Union across the second half of the 

20th century and second decade of the 21st century, vainly relying on America. 

At the 19th annual ASEAN-China Summit held on 07 September 2016 at Vientiane, Laos, to commemorate        

25 years of ASEAN and Chinese cooperation, the parties entered into an agreement that contained the following elements: 

First, to better coordinate development strategies between the two sides deepen cooperation in all areas within the 

2+7 Cooperation Framework … 

Second, to establish a new platform for political and security cooperation [including] a nuclear weapon-free zone 

in Southeast Asia. … 

Third, to further enhance and facilitate free trade and investment, jointly promote the construction of the Belt and 

Road Initiative and interconnectivity, and deepen industrial cooperation. 

Fourth, to make cultural and people-to-people exchanges a third pillar for China-ASEAN cooperation, further 

enhance cooperation in this regard with education and tourism as two priority areas[.] … 

Fifth, to jointly enhance regional cooperation [with] the special fund for Lancang-Mekong Cooperation, which 

involves China, Laos, Thailand, Vietnam and Myanmar … launched to support cooperation projects among sub-regional 

countries, … [and expressed willingness] to discuss to sign a treaty of good-neighborly friendship and cooperation as early 

as possible, so as to provide legal protection for a long-term friendship, [and] to establish a nuclear weapon-free zone in 

Southeast Asia.19 

On the same day, 07 September 2016, Reuters published a report contending that two-thirds of all maritime 

encounters (30 cases) in the South China Sea region are provoked by the Chinese Coast Guard,20 citing 45 documented 

incidents reported the same day by the Center for Strategic and International Studies in a report that asks the question:   

“Are maritime law enforcement forces destabilizing Asia?”21 This was followed the next day by a report from Business 

                                                        
17 McMillan, Alex Frew. 2016. “Asia’s Most-Unusual Alliance,” Real money.TheStreet.com. 09 Sep. 
http://realmoney.thestreet.com/articles/09/09/2016/asias-most-unusual-alliance  
18 Ku, Julian. 2016. “Whether the South China Sea Arbitral Award Matters Will Depend Almost Entirely On the U.S.,” 
Lawfareblog.com. 12 Sep. https://www.lawfareblog.com/whether-south-china-sea-arbitral-award-matters-will-depend-
almost-entirely-us-1  
19 Xinhua News. 2016. “China vows to form closer community of shared future with ASEAN,” China.org.cn. 07 Sep. 
http://www.china.org.cn/world/2016-09/08/content_39257206.htm  
20 Torode, Greg. 2016. “The Chinese coast guard is responsible for 2/3 of clashes in the South China Sea,” Business Insider. 
07 Sep. http://www.businessinsider.com/chinese-coast-guard-reponsible-majority-clashes-south-china-sea-2016-9?IR=T  
21 Center for Strategic and International Studies (CSIS). 2016. “Are maritime law enforcement forces destabilizing Asia?” 
ChinaPower.CSIS.org. 07 Sep. http://chinapower.csis.org/maritime-forces-destabilizing-asia/  
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Insider that China’s Coast Guard functions as its “second navy,” effectively encircling fishing fleets entering international 

waters then driving them away by harassment.22 Defense News published its report on 18 September 2016, alleging that 

China has assembled a “Maritime Militia” that includes not only Coast Guard warships but also Chinese fishing vessels, 

some of them armed as disguised warships, prompting prominent naval scholars such as Andrew Erickson at the U.S. 

Naval War College to recommend “calling them [China] out.”23 Certainly, the United States and its Western Allies can 

little afford to sit back and wait much longer. Waiting they have been. Waiting they are likely to continue without prodding 

from the private sector. 

The Newest “Great Game” 

In the 19th century the “Great Game” was played out as Great Britain and Imperial Russia vied to control greater 

Central Asia, namely India and smaller pockets of states in the region, with mixed success alongside exorbitant cost.24 

Russia in decline challenged Britain at its peak and about to decline. At issue at the moment is whether China will avoid, or 

fall into, the “Thucydides Trap,” as Allison terms the risk that emerges when a rising power rivals a ruling power, and     

“[a] risk associated with Thucydides’s Trap is that business as usual—not just an unexpected, extraordinary event—can 

trigger large-scale conflict.”25 Derivatively, does China mean what it says in its international economic relations: does it 

strive to achieve global “harmony,” or behind the scenes does China endeavour to precipitate global chaos and disorder? 26 

By LiberRealism, the author envisions the former, an interface between traditionally accepted Neo-Liberalism in trade and 

Neo-Realism in security, in contrast to the latter that would signify reversion to Realism of the “Cold War” period with 

different camps in bipolarity threatening or trying to destroy each other’s security, covertly as a rule so to distance 

themselves from taking responsibility. Either way, the private sector corporate participants in global trade have a duty to 

their shareholders and to the consuming public to hold China accountable for its policies, to at least attempt to persuade 

China to adopt mainstream policies. Allison reminds us that 

In the case about which he wrote in the fifth century B.C., Athens had emerged over a half century as a steeple of 

civilization, yielding advances in philosophy, history, drama, architecture, democracy, and naval prowess. This shocked 

Sparta, which for a century had been the leading land power on the Peloponnese peninsula. As Thucydides saw it, Athens’s 

position was understandable. As its clout grew, so too did its self-confidence, its consciousness of past injustices,             

its sensitivity to instances of disrespect, and its insistence that previous arrangements be revised to reflect new realities of 

power. It was also natural, Thucydides explained, that Sparta interpreted the Athenian posture as unreasonable, ungrateful, 

and threatening to the system it had established—and within which Athens had flourished… [and] 

Thucydides went to the heart of the matter, focusing on the inexorable, structural stress caused by a rapid shift in 

the balance of power between two rivals. … Thucydides identified two key drivers of this dynamic: the rising power’s 

growing entitlement, sense of its importance, and demand for greater say and sway, on the one hand, and the fear, 

                                                        
22 Lockie, Alex. 2016. “China is exploiting weakness in the South China Sea with its deceptive ‘second navy’,” Business 
Insider. 08 Sep. http://www.businessinsider.com/china-formed-second-navy-south-china-sea-2016-9?IR=T  
23  Cavas, Christopher P. 2016. “China’s Maritime Militia – Time to Call them Out?” Defense News. 18 Sep. 
http://www.defensenews.com/articles/chinas-maritime-militia-time-to-call-them-out  
24 Hopkirk, Peter. 1992. The Great Game: The Struggle for Empire in Central Asia. Tokyo: Kodansha Publishing. 
25 Allison, Graham. 2015. “The Thucydides Trap: Are the U.S. and China Headed for War?” The Atlantic. 24 Sep. 
http://www.theatlantic.com/international/archive/2015/09/united-states-china-war-thucydides-trap/406756/  
26 Moore, Gregory J. 2016. “China Talks about Harmony, But Feeds Global Disorder,” The National Interest. 27 Jul. 
http://nationalinterest.org/feature/china-talks-about-harmony-feeds-global-disorder-17136.  
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insecurity, and determination to defend the status quo this engenders in the established power, on the other.27 

Allison reminds us also of the historical parallel that followed when Germany rivaled Britain in the early 20th 

century, addressed in the memorandum Eyre Crowe submitted to Great Britain’s foreign office on 01 January 1907      

[“the Crowe Memorandum”],28 and forecasts what amounts to a future parallel in Sino-American relations unless both the 

challenger and the challenged [China and the United States respectively] achieve “more radical changes in attitudes and 

actions, by leaders and publics alike, than anyone has yet imagined.”29 What changes are required? They are different from 

what Allison and others at Harvard appear to suppose because, although China is behaving much as Thucydides forecasted, 

the United States and the West generally are behaving very differently, reflecting the same determination but without either 

fear or insecurity, because the West is not in decline. Thucydides’ Trap is a variation of “Chaos Theory” in mathematics,30 

and even a tiny misstep can trigger cataclysmic consequences. Because of this possibility, alternative courses of action 

should be pursued. 

Although both China and the United States appear to be in denial, each seems to escalate tension in the East and 

South China Seas at the moment (summer and autumn, 2016), for what cannot be explained other than as China’s 

determination to become the paramount nation leader in Asia, with the United States aiming to prevent that by whatever 

means necessary in order to maintain itself in that role. Amongst other scholars, White argues fault lies with United States 

leaders who failed to confront their Chinese counterparts “more plainly and effectively,”31 giving false queues in a way 

similar to what America and Europe gave the Russian Federation during and following its “annexation” of the Crimean 

Peninsula, and risking war by inaction. Weaving in and out along the sidelines is the Russian Federation that “supports 

freedom of navigation for the Russian Navy but is unconcerned if China makes it difficult for the US Navy,”32 trying to 

forge an alliance with China without alienating its longtime Asian friends, India and Vietnam, but in that process creating 

more instead of fewer tensions between China and those countries. 

Alternative Courses of Action 

An analysis of a business case tends to follow the Harvard Business School (HBS) format, identifying and then 

briefly analyzing alternative courses of action (options). 

International Shaming 

International shaming is one option being considered to coerce China into reversing course on its South China Sea 

                                                        
27 Ibid. 
28 Crowe, Eyre. 1907. “Memorandum on the Present State of British Relations with France and Germany.” 01 Jan., in 
Gooch, G.P., and Harold Temperley, eds. 1926-1938. British Documents on the Origins of the War, Vol. 3, 402-406 (App. 
A). London: H.M. Stationery Office, reprinted in “German History in Documents and Images: Wilhelmine Germany and 
the First World War – Perceptions of German Foreign Policy in England, 1890-1918. http://germanhistorydocs.ghi-
dc.org/pdf/eng/603_Percept%20Germ%20For%20Policy_107.pdf, referenced also in Allison, Ibid. 
29 Allison, Graham. 2015. “The Thucydides Trap: Are the U.S. and China Headed for War?” The Atlantic. 24 Sep. 
http://www.theatlantic.com/international/archive/2015/09/united-states-china-war-thucydides-trap/406756/  
30 From mathematics, chaos theory has been applied to international relations. See, inter alia, Keating, Joshua. 2013. “Can 
chaos theory teach us anything about international relations?” Foreign Policy. 23 May. 
http://foreignpolicy.com/2013/05/23/can-chaos-theory-teach-us-anything-about-international-relations/  
31 White, Hugh. 2016. “Relearning Power Politics to Avoid a War Between the U.S. and China,” World Politics Review. 16 
Sep. http://www.worldpoliticsreview.com/articles/19912/relearning-power-politics-to-avoid-a-war-between-the-u-s-and-
china  
32  Thayer, Carlyle A. 2016. “Does Russia Have a South China Sea Problem?” The National Interest. 27 Sep. 
http://nationalinterest.org/blog/the-buzz/does-russia-have-south-china-sea-problem-17853  
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policies, especially in the aftermath of its rhetorical refusal to abide the recent United Nations Permanent Court of 

Arbitration tribunal decision based on the United Nations Convention on the Law of the Sea (UNCLOS), Annex VII, in the 

case filed by The Philippines in January 2013, captioned as The Philippines v. China,33 decided unanimously on 12 July 

2016 that the United States, Japan, Australia, New Zealand deem to be binding but that most other nations treat as 

advisory.34 Shaming is an option. Strengths include the obvious interest China has in maintaining a positive global image 

consistent with its aim to be a leading country in trade among nations, the obvious need the international community 

including China should have in the reaching of international harmony, enforcing international laws generally and the 

UNCLOS in particular, identifying and then enforcing a world standard that defines maritime boundaries between nations, 

protecting smaller and less-developed countries from the appearance or reality of unprovoked aggression by larger and 

more-developed nations. Weaknesses outnumber Strengths because of China’s posture that it is in the right, the United 

Nations Permanent Court of Arbitration is in the wrong. Also, international shaming does not work well in the region 

where China asserts an historical right to behave as it pleases. This is not to say that “shamefare” may not exert an impact 

in combination with other strategies.35 

International Sanctions 

International government sanctions against China can be an option in theory, but not viable in practice in 

consideration of the prevaricating posture toward the recent landmark decision of the International Permanent Court of 

Arbitration in The Philippines vs. China exhibited recently by most neighbouring nations of Southeast Asia other than 

Vietnam that joined in that case. Sanctions could be financial and/or include an embargo, but with the European 

Community, Japan, and the United States all being China’s largest trading partners, any direct governmental interruption of 

global trade with China is unthinkable, certainly impolitique. Strengths of this option would be that it would bring China to 

its knees rapidly by dealing a deathblow to its economy and also hastening the necessity of its largest trading partners to 

move toward manufacturing autonomy, however such a Strength would be more than offset by several Weaknesses:     

soon thereafter, the economies of most of China’s trading partners would falter accordingly in the short term at least,  

China could fall into a state of political instability similar to Iraq or Syria but on a much larger scale and with much larger 

consequences, and the civilian population of China would have reason to denounce the West for its own disproportional 

aggression, much as some individuals in China have done by boycotting Kentucky Fried Chicken (KFC) and Apple 

products, action that the Xi Jinping administration has condemned as being “irrational” and harmful to public order and to 

China’s international reputation.36 Such protests have been interpreted as growing signs of Chinese nationalism, and an 

embargo or financial sanctions likely would add fuel to that fire. 

Already, international sanctions imposed by the West against the Russian Federation may have sparked 

                                                        
33 Case No. 2013-19, also captioned as “The South China Sea Arbitration,” filed on 22 January 2013 and in which Vietnam 
joined on 11 December 2014, that was argued on 07 July 2015 and decided on 16 July 2016 unanimously. 
34 Ku, Julian. 2016. “U.S. Response to the South China Sea Arbitration and the Limits of the Diplomatic ‘Shamefare’ 
Option,” Lawfare. 19 Jul. https://www.lawfareblog.com/us-response-south-china-sea-arbitration-and-limits-diplomatic-
shamefare-option.  
35 Kazianis, Harry. 2016. “Why Vietnam might need to embrace ‘shamefare’ in the South China Sea,” Asia Times. 26 Jul. 
http://atimes.com/2016/07/why-vietnam-might-need-to-embrace-shamefare-in-the-south-china-sea/  
36 Shen, Lu, and Ben Westcott. 2016. “South China Sea: Beijing calls KFC, Apple protests ‘irrational’,” CNN. 21 Jul. 
http://edition.cnn.com/2016/07/20/asia/china-nationalism-south-china-sea-
ruling/index.html?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+rss%2Fcnn_latest+%28RSS%
3A+CNN+-+Most+Recent%29.  
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convergence of interests and military-naval cooperation between China and Russia in the East and South China Sea region 

and beyond into the Indian Ocean and Mediterranean Sea with these two nations undertaking joint naval drills that have 

included mock amphibious assaults on islands.37 This is not to conclude at all that China and Russia have formed a close 

alliance. Au contraire, at best they seem to be “frenemies,” acting out a play to impress Asian neighbors and scare the 

United States led by a timid administration. Or it may reflect Russian interest in participating in another “Great Game,”  

this time along the Western Pacific rim instead of in Eurasia as in the 19th century. Or, is the Western Pacific rim only a 

surrogate theatre Russia is pretending to embrace with China in its translucent frustration over Chinese investments across 

Eurasia in states that once were provinces of the former Soviet Union to which Russian Federation leaders transparently 

view the Russian Federation as an anointed successor? 

Diplomatic Negotiation 

Former Chinese Premier Wen Jiabao called the present “Nine-Dash Line” part of “China’s historical territory 

since ancient times,” but more credibly much of the disputed rock formations date back only to 1935 when “sovereignty” 

over them was asserted by the KuoMingTang (KMT) controlled Republic of China Land and Water Maps Inspection 

Committee in the KMT effort to expand its international reach for reasons similar to what appear to be Chinese Communist 

Party (CCP) reasons currently: rising domestic discontent amidst an economy tottering from corruption and other 

destabilizing variables. Upon declaring statehood on 01 October 1949, CCP leaders promptly repudiated most of China’s 

KMT legacy, but ratified anew the contention that China “owns” the South China Sea because of an historical eleven-dash 

line that founding Chinese Premier Zhou Enlai reduced to a nine-dash line in 1953, withdrawing China’s claim to some 

small islands in the Gulf of Tonkin of Vietnam that formed the two additional dash lines on its maps, but retaining the rest 

that included the Paracel, Spratley, and Pratas Islands, Maccles field Bank and Scarborough Shoal that China included on 

the map it submitted to the United Nations38 on 07 May 2009, prompting protests from the ASEAN bloc of countries that 

border the South China Sea along the East Asian shoreline or on islands. 

In the days leading up to the arbitration tribunal decision in The Philippines vs. China on 12 July 2016, China 

commenced to augment its diplomatic effort globally, particularly across Eurasia, to highlight the internal Strengths and 

external Opportunities it contends are presented by its “New Silk Road” and “New Maritime Silk Route” initiatives, 

particularly the latter, with summit meetings at different levels including state visits by President Xi Jinping.39 Individually 

or collectively, these seem to have little effect on the reaction of the world’s leaders or citizens, most of whom praised the 

decision. Chinese leaders criticized that decision, however, initially in five official communications: (1) a statement by the 

Foreign Ministry declaring China’s position objecting to the award,40 (2) remarks denouncing the award made by China’s 

foreign minister, Wang Yi, (3) remarks more carefully criticizing the award made by China’s President Xi Jinping,           
                                                        
37 Ide, William , with Joyce Huang. 2016. “China-Russia Drills Highlight Converging Interests; Undercurrents Remain,” 
Voice of America (VOA) News. 19 Sep. http://www.voanews.com/a/china-russia-drills-highlight-converging-
interests/3515350.html  
38 Already China has fortified the Paracel Islands, and appears bent on fortifying the artificially created structures on Fiery 
Cross Reef, Mischief Reef, and Cuarteron Reef of the Spratley Islands, or Scarborough Shoal, only 150 nautical miles from 
Manila. 
39 See, inter alia, Ministry of Foreign Affairs of the People’s Republic of China. 2016. List of State Events. 
http://www.fmprc.gov.cn/mfa_eng/topics_665678/xjpdsrwyblwzbkstjxgsfwbcxshzzcygyslshdschy/  
40 <<中华人民共和国外交部关于应菲律宾共和国请求建立的南海仲裁案仲裁庭所作裁决的声明>> [“Statement 
People's Republic of China Ministry of Foreign Affairs of the Republic of the Philippines shall request the establishment of 
the South China Sea arbitration award made by the arbitral tribunal”]. 12 July 2016. 
http://www.mfa.gov.cn/web/zyxw/t1379490.shtml.  
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(4) a CPC government declaration reasserting maritime rights and territorial sovereignty across the South china Sea, and  

(5) the first white paper China has issued about the South China Sea, in which the State Council proposed settling disputes 

with The Philippines through negotiation. At least one scholar remarked that the arbitration tribunal award in The 

Philippines vs. China was “breathtaking but counterproductive,” arguing that collectively the five papers that China issued 

“show that the Foreign Ministry is engineering important policy changes in this vital area. In particular, the PRC 

government statement makes an important step in clarifying China’s claims, stating that those include four areas: 

sovereignty over all the islands in the South China Sea; internal waters, territorial seas and contiguous zones of those 

islands; EEZs and continental shelfs of these islands; and historical rights,” and highlighting also that conspicuous by its 

absence in any of these documents is the “nine-dash line” CPC had adopted as a legacy from the KMT, perhaps because, 

unusually, the government of Taiwan joined with that of Mainland China in castigating the award because of that historical 

root.41 That award is truly breathtaking, but it is not counterproductive at all. 

American diplomatic scholars have suggested as recently as in 2015 that United States diplomatic efforts 

involving the South China Sea should be more innovative, including “multinational engagement to establish new norms” 

for establishing and maintaining maritime harmony and for maritime conflict resolution once conflict arises.42 Additionally, 

diplomatic researchers have proposed that the United States craft and articulate its own “National Strategy for the South 

China Sea” or “NSSCS”, clearly absent during the administration of President Barrack Obama, and quite visible absent, 

and the authors of this NSSCS suggest changing course from a strategy “of vigilant maintenance of the status quo to a 

position that will foster the peaceful management and ultimately permanent resolution of issues affecting U.S. navigational 

rights and interests in the region.”43 Because this has been slow to happen, recent criticism is that American strategy on the 

South China Sea is beginning to founder,44 which can lead to escalation of tensions and even outright conflict by accident 

or by design of either party or both. In other words, this pattern of inaction can lead to unwanted action. 

In that light, rumours abound that China will commence action to reclaim Scarborough Shoal once China’s 

hosting of the G20 Summit Meeting in Hangzhou, Zhejiang Province capital, finishes on 05 September 2016, having 

already constructed operational air strips at Mischief, Fiery Cross and Subi reefs in the Spratlys, and having discussed 

fishing rights in the area with former Philippine President Fidel Ramos in Hong Kong at a meeting with Ramos told a press 

conference in Hong Kong with Madame Fu Ying, chairwoman of the foreign affairs committee of China’s National 

People’s Congress.45 An explanation why China is waiting for the G20 to be completed is because China says it wants that 

meeting to be about economics, not politics.46 China’s G20 proposal will emphasize the value and wisdom of free trade to 

                                                        
41 Zhang, Feng. 2016. “Breathtaking but counterproductive: The South China Sea arbitration award,” The Strategist: 
Austyralian Strategic Policy Institute (ASPI). 14 Jul. http://www.aspistrategist.org.au/breathtaking-counterproductive-
south-china-sea-arbitration-award/  
42 Devary, Scott. 2015. “Diplomacy and the South China Sea,” The Diplomat. 17 Aug. 
http://thediplomat.com/2015/08/diplomacy-and-the-south-china-sea/  
43  Groves, Steven, and Dean Cheng. 2014. “A National Strategy for the South China Sea, Heritage Foundation 
Backgrounder Report No. 2908 on Asia and the Pacific. Apr. http://www.heritage.org/research/reports/2014/04/a-national-
strategy-for-the-south-china-sea.  
44 Brunnstrom, David, and Matt Spetalnik. 2016. “U.S. diplomatic strategy on South China Sea appears to founder,” 
Reuters through The Asahi Shimbun. 28 Jul. http://www.asahi.com/ajw/articles/AJ201607280033.html.  
45 Chan, Minnie. 2016. “If China builds in Scarborough Shoal, it would come ‘after G20 summit’,” South China Morning 
Post. 13 Aug. http://www.scmp.com/news/china/diplomacy-defence/article/2003354/if-china-builds-scarborough-shoal-it-
would-come-after  
46  Blanchard, Ben. 2016. “China says G20 summit should be about economics, not politics,” Reuters. 08 Apr. 
http://www.reuters.com/article/us-g20-china-idUSKCN0X511K  
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shore-up “inclusive growth” amidst globalization.47 Meanwhile, both China and the United States are deploying more 

heavy weaponry to fortify the region, uncharacteristic of good diplomacy at work. On 10 August 2016, for example, the 

United States deployed its B2 Spirit stealth aircraft to Guam to join B52 Stratofortreses and B1 Lancers, neither “stealthy,” 

within striking distance of DPRK and the Chinese mainland, in what some have described as “an extraordinary show of 

force in the Pacific region, because for the first time ever, America has based all three heavy bomber types on the island at 

once,” although the U.S. secretary of the Air Force explains this as a "valuable opportunity for our bomber crews to 

integrate and train together, as well as with our allies and partners through the region in a variety of missions” as part of 

America’s rotational “Continuous Bomber Presence” as well as its “Bomber Assurance and Deterence” (BAAD) 

Program48 At the same time, China is mobilizing its latest assets in the region for what seems to be the same purpose:       

to deter the United States from escalating its presence in the region. As a former U.S. assistant secretary of state has written, 

will China adopt 21st century diplomatic rules or revert back to 19th century spheres of influence?49 If China selects the 

second option, then what will ensue is a new “Great Game” reminiscent of that between Great Britain and Imperial Russia 

in the 19th century. As Chinese Admiral Wu Shengli said, compromise is “the only correct solution.”50 Admiral Wu is 

correct, how to prompt compromise? 

Viable compromise must be constructed from several elements, none anywhere to behold at the present moment. Mindsets 

must change or be changed, on the part of China and the West, so that tranquility on the East and South China Seas is not 

viewed as a “zero sum” game or “seesaw” but mutually beneficial and essential. Accurate and honest assessments by both 

sides are required in order for each to recognize the devastating strength the other possesses economically, militarily, and 

in foreign alliances. Mutual respect must be increased, not decreased, and conversations are needed to discuss each of the 

foregoing elements of compromise plus additional variables that include the deleterious impact actual military 

engagements would exert on the earth’s climate that both China and the West contend they want to preserve. More 

important than anything else, both sides must recognize the sure falloff in tourism that inevitably will result from actual 

hostilities that will harm the global imagery of each actor in actual warfare. Compromise is very much needed, it is likely 

to be delayed. Additional options require exploration. 

                                                        
47  “China working on growth initiative for economy summit,” Business Insider. 15 August 2016. 
http://www.businessinsider.com/ap-china-working-on-growth-initiative-for-economy-summit-2016-8?IR=T  
48 Trevithick, Joseph. 2016. “American bombers move to within striking distance of China and North Korea,” from 
Trevithick, Joseph. 2016. War is Booring: rom drones to AKs, high technology to low politics, exploring how and why we 
fight above, on and below an angry world, This Week.com. 16 Aug. http://theweek.com/articles/643084/american-
bombers-move-within-striking-distance-china-north-korea.  
49 Campbell, Kurt. 2016. The Pivot: The Future of American Statecraft in Asia. Seattle: Twelve. 
50 Marston, Hunter. 2016. “America and China Are Locked in Battle for Control of the South China Sea,” The National 
Interest. 15 Aug. http://nationalinterest.org/feature/how-america-china-can-forge-new-asian-future-17363?page=2  
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Figure 1: Architecture in the South China Sea, 2016 

SOURCE: Forsythe, Michael. 2016. “China Begins Air Patrols Over Disputed Area of the South China Sea,” The 

New York Times. 18 Jul. 

An “Ostrich” Policy: Head in the Sand? 

Another option is simply to do nothing whatsoever, or at least to do nothing constructive, much as the ASEAN 

countries besides the Philippines behaved at the July 2016 ASEAN summit, by omitting the international tribunal 

determination from discussion on the agenda. This has been explained as a predictable consequence of the international 

tribunal opinion that some commentators view as having been over-arching, to the eventual benefit of Chinese suzerainty.51 

This is what one might call an “Ostrich” Policy, burying heads in the sand whilst derrieres remain exposed to even worse 

attacks. An agenda published for the ASEAN bloc foreign minister’s summit meeting on 24 July 2016, published as a Joint 

Communiqué captioned “Turning Vision into Reality for a Dynamic ASEAN Community”, for example, made no direct 

mention and little indirect mention of the United Nations international arbitration tribunal’s decision in The Philippines vs. 

China case, other than platitudes included within article 22: “promoting mutual trust and understanding in maritime 

security and maritime safety to ensure peace and stability as well as safety of sea lanes, freedom of navigation and over 

flight and unimpeded commerce.”52 It is widely suggested that this reflects ASEAN capitulation to Chinese coercion, 

vainly hoping that coercion will go away or at least not escalate.53 This is entirely unlikely, and the opposite effect is 

almost certain: freedom of navigation operations will increase. 

Freedom of Navigation Operations (FONOPs) 

As time moves along and nations including the parties ponder The Philippines vs. China and its implications as 

                                                        
51  Zhang, Feng. 2016. “The Paradox at the Heart of the South China Sea Ruling,” Foreign Policy. 28 Jul. 
https://foreignpolicy.com/2016/07/28/can-china-actually-be-benefiting-from-south-china-sea-ruling-paradox-hague-
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52 Joint Communiqué of the 49th ASEAN Foreign Ministers’ Meeting Vientiane, 24 July 2016, “Turning Vision into 
Reality for a Dynamic ASEAN Community,” http://asean.org/storage/2016/07/Joint-Communique-of-the-49th-AMM-
ADOPTED.pdf.  
53 “Most ASEAN countries 'want to stay out of Beijing's South China Sea dispute with the Philippines’,” Business Insider. 
28 Jul. http://businessinsider.com.pl/asean-countries-stay-out-of-beijings-dispute-with-the-philippines-
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they are digested from the tribunal’s 500 page decision,54 an aspect of particular importance in the unanimous ruling is the 

award of the Mischief Reef to The Philippines entirely. This means that, under international law as interpreted by the 

United Nations court in The Hague, The Philippines controls that region, notwithstanding that China occupied and 

militarized some of this terrritory.55 This is complicated by China’s Global Times’ “yellow journalism” sentiment that 

urges the Chinese People’s Liberation Army Navy (PLAN) to conduct a “military strike” on Australian ships that pass 

through that area without China’s permission.56 Posturing and rhetorical sounding contribute to escalation in the region. 

Several American scholars have noted, 

FONOPs were never intended to be used as a tool in territorial or maritime jurisdictional disputes involving third 

parties. The purpose of the program is limited to asserting navigational freedoms that “excessive claims” to maritime 

jurisdiction by other states would restrict or constrict in ways that are inconsistent with “high seas freedoms” in UNCLOS. 

They are operational assertions using military vessels to reinforce U.S. declaratory policy on freedom of navigation, not 

actions to deter how states pursue their claims in maritime disputes. By definition, FONOPs are usually a reaction to claims 

already made by third parties, to demonstrate that the United States does not recognize them.57 

    
Figure 2: Reflect the Contours of the Region in Different Details 

 
Figure 3: Reflect the Contours of the Region in Different Details 

                                                        
54 In the Matter of the South China Sea Arbitration – before – An Arbitration Tribunal Constituted Under Annex VII to the 
1982 United Nations Convention on the Law of the Sea – between – The Republic of the Philippines – and – the People’s 
Republic of China. PCA Case Nº 2013-19 decided 12 July 2016. 
55 Macias, Amanda. 2016. “This is What the Next Flashpoint in the South China Sea Looks Like,” Business Insider. 03 
Aug. http://www.businessinsider.com/mischief-reef-flashpoint-south-china-sea-2016-8?IR=T.  
56  Lockie, Alex. 2016. “Chinese official: Prepare for a ‘people’s war at sea’,” Business Insider. 03 Aug. 
http://businessinsider.com.pl/international/chinese-official-prepare-for-a-peoples-war-at-sea/k6wcq6p.  
57 Ku, Julian G., M. Taylor Fravel, Malcom M. Cook. 2016. “Freedom of Navigation Operations in the South China Sea 
Aren’t Enough,” Foreign Policy. 16 May. http://foreignpolicy.com/2016/05/16/freedom-of-navigation-operations-in-the-
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SOURCE: Macias, Amanda. 2016. “This is What the Next  

Flashpoint in the South China Sea Looks Like,” Business Insider. SOURCE: Macias, Amanda. 2016. “China’s top 

03 Aug. court issued an 'ominous' message about the 

South China Sea,” Business Insider. 04 Aug. 

In question are what parts of the East and South China Seas are “international waters” and then, as to parts that are 

not to what nation(s), if any, do they belong legally? On 02 August 2016, the Supreme People’s Court of China, that 

nation’s court of last resort, enunciated a new standard, extending Chinese sovereignty and territorial waters to include 

inland waters, territorial seas, contiguous zones, exclusive economic zones and continental shelves, functionally extending 

its judicial jurisdiction across most of the South China Sea, by declaring that anyone fishing or hunting, and anyone killing 

endangered wildlife within that territory may be prosecuted for trespass (apparently quare clausum fregit) under Chinese 

domestic laws. This ruling expressly applies to Chinese citizens as well as to “organizations engaged in fishing in fishing 

zones or the open sea under co-management between China and other countries,”58 functionally declaring China to be 

primus inter pares. Some scholars have termed this situation to be “ominous” and “worrisome.”59 In addition China’s 

highest court announced enhanced punishment for recidivism by declaring a “standard of conviction and punishment for 

illegal marine fishing: Those who illegally enter Chinese territorial waters and refuse to leave after being driven away, or 

who re-enter after being driven away or being fined in the past year, will be considered to have committed "serious" 

criminal acts and will be fined and sentenced to less than a year of imprisonment, detention or surveillance.”60 Functionally, 

the Supreme People’s Court enlarged Sovereignty of China across almost the entirety of the South China Sea, although 

whether that is a court of stare decisis or precedent is itself questionable, the subject of debate currently. If so, this holding 

applies to everyone and is as over-broad as it claims The Philippines vs. China case to be. As the U.N. Tribunal remarked 

in obiter dicta within that case, the increase of Chinese vessels in the area has caused a “serious risk of collision” with 

ships from The Philippines and elsewhere.61 This poses an increased risk of conflict escalation. To make matters worse, 

although comically so to be sure, China has threatened to declare a “no sail zone” across international waters.62 This step 

takes the draconian into the absurd. 

Is China or is the United States a “paper tiger,” or possibly are both? This question emerges as China rushes to 

“face save” in the aftermath of what it appears to consider humiliation by the United Nations Tribunal’s decision. Is China 

serious about enforcing Air Defence Identification Zones (ADIZs) in either the East or South China Seas, and is the United 

States serious in its effort to increase its naval prowess in the area? Either or both might be bluffing, but no one knows 
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which, if either, is bluffing, or whether either or both will leave the disputed region voluntarily any time soon.63 As matters 

stand presently, risk of escalation continues to grow. If as some commentators have reckoned the West is pushing China 

into a corner, the result is likely to be to cause China to lose more face than what it feels it has lost already with The Hague 

ruling, and this in turn is projected to increase nationalism outbursts inside of China, potentially destabilizing the Xi 

administration.64 Neither current nor recent American FONOPs bear hallmarks of an effective foreign naval policy because 

it risks greater losses without bringing about greater gain. That both countries may be bluffing, at least in part, on the South 

China Sea is evidenced by the resumption of joint naval exercises with China’s Northern Fleet at Qingdao by the guided 

missile destroyer USS Benfold on 08 August 2016, nearly a month following the U.N. Tribunal ruling. 65 

Confrontation Between or Among Navies 

Even as European nations somberly honoured those slaughtered during World War I on the 102nd anniversary of 

that war’s outbreak, 01 August 2016, some Chinese naval officers reportedly have urged President Xi Jinping to risk 

outright maritime conflict with the United States and the West, in an effort aimed at saving face in the immediate aftermath 

of the international court decision, recognising that in direct confrontation America would win, China would lose, with the 

greatest burden of defeat falling on ordinary Chinese civilians. 66  Military actions can be geared toward appeasing 

nationalism at home, but run the dual risks of miscalculation and escalation, as well as the additional potential for 

tarnishing China’s reputation for a peaceful rise.67 So China seems to be reluctant to openly engage the United States or the 

West generally in confrontation. Instead, China endeavours to dominate the South China Sea with submarine and surface 

naval assets supported by air power, all capable of longer range strike capabilities designed to construct a sustainable     

anti-access and air defence (A2AD) “Bubble” able to delay and deter American intervention in the event of conflict over 

Taiwan, as well as to project Chinese power into the Indian Ocean region, using “soft” diplomatic power at the same time 

as deploying nuclear-powered ballistic missile submarines (SSBNs) from Sanya at the southern tip of Hainan Island, 

headquarters of China’s Southern Fleet, these SSBNs ranging from China’s Jin class to the more advanced Type 096 Tang 

class that operate south of Sanya’s Russian-built underwater submarine base located in waters 6,000 metres deep.68 China’s 

deep water submarine base at Sanya is an updated replica of the once “secret” bases the Soviet Union constructed for its 

Black Sea fleet at Balaclava, Crimean Peninsula 69 and in Estonia at Paldiski and Viimsi just East of Tallinn, the latter now 
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67 Davis, Malcomb. 2016. “China’s Next Step in the South China Sea,” The Strategist: Australian Strategic Policy Institute 
(ASPI). 21 Jul. http://www.aspistrategist.org.au/chinas-next-step-south-china-sea/  
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the Indian Ocean Region,” South Asia Analysis Group Paper No. 6078. 19 Feb. 
http://www.southasiaanalysis.org/node/1949.  
69  Hart, Jeremy. 2012. “Driving Inside the Soviets’ Secret Submarine Lair,” Wired.com. 04 Apr. 
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converted into an oil storage tank.70 

In what seems to be a transparent effort to divert global attention away from its posture toward the East and South 

China Seas, China has made an effort to forge what some have termed an “authoritarian alliance” with the Democratic 

Peoples Republic of Korea (DPRK, North Korea) and the Russian Federation in opposition to United States and Republic 

of Korea (South Korea) plans to deploy the Terminal High Altitude Area Defense (THAAD) anti-ballistic missile system 

in South Korea, presumably as an added defence against aggression by those three nations.71 This “authoritarian alliance” 

is driving Asian democracies closer together, spawning a proposal that a “European-style network approach” should 

replace the American “hub-and-spoke” defence system currently in place, and an argument has been made that 

international economic sanctions already imposed against DPRK and Russia should be imposed against China also, in an 

effort to de-escalate conflict along the Western Pacific rim more rapidly.72 An added option would be to create an Asia 

Treaty Organization (ATO) counterpart to the North Atlantic Treaty Organisation (NATO) and acting in tandem with it as 

a “partnership for peace.”73 This may be needed, and if it is it should be called the Asia Pacific Treaty Organization 

(APTO), because whatever conflict dangers lurk on the Asian continent, they are surpassed by far by maritime conflicts 

along Asia’s Pacific coastline. An APTO undoubtedly would fulfill the worst nightmares of the “authoritarian alliance”  

but also be likely to provoke greater rather than lesser hostile rhetoric and brush fire proxy conflict in Asia, much as 

perceived Eastward NATO expansion in 2014 is accused of promoting occupation of the Crimean Peninsula by Russia and 

added conflict in Ukraine. 

On the other hand, Chinese strategy across the first half of the 21st century is reported to be one that is seeking 

harmony. This follows also from a 2015 white paper Chinese strategists prepared,74 reportedly favouring compromise 

during the balance of the first century of the People’s Republic of China’s existence.75 Highlights of the white paper 

include China’s ambition to increase the strength of its military at the same time as building military to military relations 

with the West, that aim and the white paper itself reflecting increasing transparency by Chinese leaders.76 This fact bodes 

an emerging opportunity for the West. Compromise is necessary because, as some leading scholars including Chinese 

scholars have argued, nations including China do possess the right to expand sovereignty across land and waterways,77 so 

                                                        
70 In 2005, this author was provided a tour of the external architecture of that facility and provided with a verbal historical 
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75 “China’s Military Strategy No. 7.” Beijing: Xinhua News Agency. 26 May 2015. 
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when American or other Western officials claim otherwise, this posture may be incorrect. Within the month following the 

ruling in The Hague and China’s defiance of it, Vietnam commenced to arm its maritime territories,78 and Indonesia and 

The Philippines vowed to do the same,79 thereby generating chaos and escalating risk of error in the already increasingly 

volatile region. 

In a new and comprehensive report published by the Rand Corporation, Gompert, Cevallos, and Garafola have 

identified three research questions pertinent to the naval escalation witnessed in the South and East China Seas: “What are 

the alternative paths that China and the United States might take before and during a war? What are the effects on both 

countries of each path? What preparations should the United States make, both to reduce the likelihood of war and, should 

war break out, to ensure victory while minimizing losses and costs?” then they went on to analyze alternative courses of 

action, reasoning that at present most favour America, but that in contrast a decade on most outcomes will become pyrrhic 

for both countries if they go forward as air and naval adversaries, with the risk of civilian land targets rising.80 Of the most 

interest are recommendations in that report that include the Rand projection that, although in 2015 America would prevail 

easily with relatively low casualties, ten years from then in 2025 the reverse could be true, with a substantial risk of a long 

and dragged out war occurring with inconclusive outcome, unless both American and Chinese “political leaders decline to 

carry out counterforce strategies.”81 Political leaders cannot be counted on to do so, another reason why private sector 

managers must act and act both rapidly and decisively. 

Chinese criticism of the Japanese Defence Report centres on its being “full of malice toward the Chinese military 

and deception to the international community, as well as intension to sow discord among China and its neighboring 

countries,”82 reflecting a similar pattern of mistrust by China as is evident toward China in the Japanese Defence Report 

itself, and has been evidenced in the two countries’ hostile rhetoric toward each other for several years already.83 

Private Sector Management Strategies 

Corporate responses are needed in the face of ineffective governmental strategies to roll back the tensions on the 

East and South China Seas. What should they be? Alternative Courses of Action (CAs) are numerous, but seven have been 

selected for discussion here. As a bottom line, Council on foreign Relations scholar Jennifer Harris is correct, China is 

gambling that war in the Pacific is too costly for the United States or the Western Alliance to undertake, and so: “The best 
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http://www.dailymail.co.uk/wires/afp/article-3742817/Indonesia-vows-defend-inch-territory.html  
80 Gompert, David A., Astrid Stuth Cevallos, Cristina L. Garafola. 2016. War With China: Thinking Through the 
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weapon against Chinese expansionism is not a weapon.” 84 What is it, then? Some non-military options emerge, they are 

primarily financial, designed to reduce China’s financial war chest and in turn to reduce the financial stability of its myriad 

of development and investment banking houses on which China relies in bullying its neighbours nearby and far away 

alike.85 

CA1. Withhold or delay payment of goods manufactured or assembled in China for sale abroad. 

This course of action contains both Strengths and Weaknesses, but the latter exceed the former. Strengths include 

the veritable likelihood that widespread delays in paying for goods “made in China” would bring China’s economy to a 

standstill rapidly. Weaknesses of this action include the foreseeable likelihood that this course would result in trade 

stagnation, harmful to China’s Asian and Western trading partners and perhaps even more harmful to them than to China 

itself, and would involve violating one set of laws in an effort to reverse violation of another set of laws: two wrongs do 

not make a right, as the adage says. Chinese manufacturers and assemblers would be neither able nor willing to survive for 

long without receiving payments, probably would seek banking intervention at excessive cost passed along to buyers and, 

in the ultimate analysis, to end user consumers, destabilising international trade universally. 

CA2. Collaborate to require Chinese goods to be shipped internationally before payments are made. 

Clearly no international laws forbid the parties participating in global trade from using “destination” contracts 

(payment due upon delivery) in contrast to “shipment” contracts (payment due before departure). At present, China has its 

wish both ways: most raw materials arrive at Chinese ports as destination contracts and are paid for upon delivery; most 

finished goods leave Chinese ports as shipment contracts, paid for before departure. This would be likely to increase the 

cost of purchase. More ominously, it would make what appears to be the Chinese objective in the South China Sea become 

a self-fulfilling prophecy. If China is posturing in an effort to control shipping of goods headed to or from Chinese ports, 

and buyers and sellers make Chinese shipping carriers responsible for risk of loss at sea, this will justify China’s increase 

in its naval prowess against the pretext of maintaining or improving maritime security. It will have an effect opposite to 

what the West and many of China’s Asian neighbours want. 

CA3. Require Chinese made goods purchased by Western buyers or sold by Western sellers to be transported on 

Western ships, subject to Western registry, insurance, and security. 

Here also, no international laws restrict the parties participating in global trade from using shipping companies of 

their choice, and as a rule this choice will be exercised by the party paying the cost of the voyage and consequently 

assuming risk of loss along transoceanic crossing, meaning the buyer in a shipment contract because the buyer already has 

purchased the products before shipment. Buyers can and should select shippers prudently, and Western fleets such as 

Maersk or Asian non-Chinese fleets: Japan’s Kawasaki Kisen Kaisha, Ltd. (“K-Line”), South Korea’s Hanjin, Hyundai 

HMM, KMTC Lines can be selected all the time and should be. Taiwan’s Evergreen Line could be included, arguably 

provocative to Mainland China, and Taiwan as the “Republic of China” appears to share the People’s Republic of China’s 

viewpoint that, historically, China exercised sovereignty over waterways of the Western Pacific Rim, a premise that is false 
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in fact. Also, including Taiwanese shipping lines with non-Chinese Asian lines confuses the matter by impliedly inviting 

China to “protect” property of its “province by its naval forces. Overall, this option presents mainly Strengths for Western 

buyers, because of at least two results. Initially, it will deprive Chinese lines, almost entirely SOEs, of control over 

shipping, presumably carving a hole in the pocketbook of each SOE line and the Chinese state itself. This feature will 

minimize the credibility of China’s argument that its warships are required to patrol the trade routes, and will optimize 

Western arguments that United States, EU, and non-Chinese Asian warships such as those from ASEAN bloc, Japan, and 

Korea are needed to safeguard merchant vessels belonging to those countries, across the entire South China Sea and 

beyond. Of importance to emphasize is that this proposal calls for boycotting Chinese cargo, open hull, and tanker shipping 

worldwide, not merely on the East and South China Seas, most especially along the entire trade route between Asia and 

Africa or Europe: the “New Silk Road” part of which is linked by waterways, and the “New Maritime Silk Route” that is 

entirely oceanic. In other words, boycott the bank, not merely its branch. 

CA4. Require Western insurance carriers as well as Western contracts on goods being shipped from Chinese ports 

to foreign destinations. 

Insurance on cargoes heading to or away from Chinese ports should be issued by insurance carriers chartered in 

Western countries. Purchase and sales agreements should contain Choice of Law and Choice of Forum clauses clearly 

designating Western locations and legal infrastructure such as English common law or the International Chambre of 

Commerce (ICC) in Singapore or in Geneva, for the same reasons as articulated in CA3, supra. This feature will minimize 

the credibility of China’s argument that its warships are required to patrol the trade routes, and will strengthen Western 

arguments that United States, EU, and non-Chinese Asian warships such as those from ASEAN bloc, Japan, Korea, and 

Taiwan are needed to safeguard merchant vessels and/or cargoes belonging to those countries or to companies chartered by 

those countries. This alternative does contain some Weaknesses, however, in that Chinese courts will be likely to seize this 

opportunity to enter counter “judgments” in a transparent effort to dilute the enforceability of proper judicial decisions, 

very much in the manner China’s Supreme People’s Court acted by issuing its own declaration three weeks after the U.N. 

Tribunal judgment, expressly announcing that China will assume judicial authority over the entire South China Sea, 

impliedly adopting the position that Chinese domestic courts are parallel with international ones. 

CA5. Collaborate to require Chinese raw materials to be prepaid at ports of shipment the way Chinese made 

goods have to be prepaid before shipment. 

Strengths of this option would be to hasten payment of raw materials from developing countries, thereby 

increasing profit margins of energy and other mineral sellers, ceteris paribus decreasing the profit margin of Chinese 

factory managers. Weaknesses of this option would be potentially to increase the cost structure of goods made in China, 

thereby decreasing the profit margins of non-Chinese Asian and Western importers, and potentially passing part of this cost 

on to end user consumers. 

CA6. Collaborate to require international banking and factoring institutions to thoroughly review transaction 

details of “made in China” products. 

Strengths of this option would be to slow down processing of negotiable commercial paper, thereby delaying 

payment to Chinese manufacturers, facilitating greater bank interest and investment potential for non-Chinese Asian and 

Western buyers. Weaknesses of this option are that it would mirror negative features of trade within the EU where for 
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many years richer nations such as Germany have been accused by poorer nations such as Italy of contriving “inspections” 

on imported products, particularly perishable food products such as tomatoes and potatoes, as a protectionist antic to favour 

their own domestic growers. 

CA7. File “dumping” complaints against Chinese manufacturers in key buying countries, to make Chinese made 

products more expensive and consequently less competitive, negatively impacting China’s balance of trade whilst 

positively impacting that balance with its partners. Facially a Strength in the short haul by decreasing China’s competitive 

edge over non-Chinese Asian and Western domestic manufacturers, this option presents Weakness, because China would 

be expected to respond by launching its own unfair trade allegations in retaliation. In the final analysis, cost of goods 

would increase, largely to be paid for by end using consumers in Western countries. 

Best Course of Action 

By far the best course of action is CA3, to require Chinese made goods purchased by Western buyers to be 

transported on Western shipping carriers and non-Chinese Asian shipping carriers, in either case to be insured by Western 

insurance carriers. This strategy will defeat what appears to this author to be China’s paramount objective in wreaking 

chaos across the East and South China Seas, namely to position itself to “come to the rescue” with its fleet of warships. No 

“rescue” is needed because the chaos is entirely of China’s own making. As China changes from “factory to the world” 

into an ersatz “shipper to the world,” its national trading partners and the private sector companies that engage in that trade 

must change also. Boycott Chinese shipping entirely, in favour of container, open hull and tanker deliveries alike on 

domestic or allied fleets, then swarm the East and South China Seas with non-Chinese Asian and Western warships as may 

be required to protect these cargoes. Failure of the West and China’s Asian neighbours to meet this challenge will inspire 

China to move into the Indian Ocean and Mediterranean Sea regions, adopting the same tactics. 

CONCLUSIONS 

International laws must be obeyed by all nations, all actors. To be obeyed, laws must be enforced. At the present 

time, China is staring the United Nations Permanent Arbitration Tribunal in the face, disobedient to both lettre and spirit of 

its decision in the case of The Philippines vs. China, announced on 12 July 2016, with its own Supreme People’s Court 

declaring itself to be entitled to decide matters of law and fact along the Southern Pacific rim of the Asian continent, 

simply because it wants to. This conduct is unacceptable. Chinese courts are not independent, they are outgrowths of its 

legislative branch that in turn is merely Communist Party of China surrogate. Foreign nations fear warfare, and indeed this 

could become the result of escalating tensions on high seas and shorelines including islands. Warfare need not result,        

atleast not militarily, because there are economic alternatives. Traditional sanctions such as have been imposed by the West 

against Iran and the Russian Federation are not viable against China, because so much of the Western nations’ trade would 

be affected adversely. It is high time for another approach, call that “Liber-Realism” or “Liberealism,” where private sector 

companies and their managers intervene to achieve acceptable results where governments and their political leaders have 

failed abysmally. Corporations must achieve and maintain shareholder value, even when governments disappoint their 

constituent voters. 

Rather evidently, current Chinese leaders aspire to construct a “Rule Serica,” or a world where China rules the 

seas, much as Great Britain did in the 19th century and at least up to World War I, possibly into the interbellum period. 

Chinese shipping concerns, themselves only thinly disguised operatives of government in the form of State Owned 
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Enterprises (SOEs), seem to be embarking on a plan to dominate shipping, or at least to dominate shipping to and from 

Chinese ports on vessels carrying Chinese made or assembled products. As in Asian martial arts, force deployed against an 

adversary can be redirected to the one initiating the force, and that is the case here. As China mobilizes its merchant and 

naval fleets to dominate the high seas, it is time buyers and sellers of products stop all this by refusing to consign either 

raw materials or finished products to Chinese vessels or their surrogates. Already, significant manufacturing that went to 

Chinese factories late in the 20th century and early in the 21st century is migrating elsewhere, back home to Europe and the 

United States, or onward into the ASEAN bloc. Probably, this is the reason why China is turning to control of the seas,     

as an alternative to its waning control over production. Stop China in its tracks financially, that is the task the global 

corporate world must execute, rendering it pointless for Chinese warships and warplanes to roam Asia’s Pacific Rim in 

droves, and needlessly expensive also. Western business has been funding Chinese militarization. In the absence of that 

funding, China will revert to a docile land, content to watch its middle class rise peacefully as a consuming public. 

Eventually, of course, and sooner rather than later, China’s rising middle class will demand political freedom in the form of 

competitive parties and government officials elected by public vote during internationally supervised elections. As that 

evolution reaches fruition, further sabre rattling will tone down. Private sector leasers in banking, insurance, manufacturing, 

and shipping must take action immediately in order to deescalate the conflict and confrontation that already has reached 

too high proportions in the East and South China Seas. This must be done before that conflict and confrontation spurts 

further away from East Asia, such as across the Indian Ocean, into the Mediterranean, to Africa and Europe. Stop China’s 

reach into global shipping, stop that in its tracks. Then China’s neighbours as well as the EU and the United States can 

relax, because this is a far more viable plan than an arms race. If this recommendation is followed, China will have little 

choice but to abort its aggression or go broke, and its current cadre of officials do not look favourably upon China going 

bust with their personal finances following in the same direction. “Serica” does not “rule the waves” currently. It must not 

be allowed to do so because the High Seas are international waters that belong to all nations and peoples. That 

governmental approaches to solve this burgeoning problem have failed is unfortunate. It is an opportunity as well, an 

opportunity for the private sector to step up to meet this challenge. 
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