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Abstract

Dawood, Layla Ibrahim Abdallah; Nogueira, Jodo Franklin Abelardo
Pontes (Advisor). China versus the United States: is bipolarity back? A
study of internal balancing as a possible source of international systemic
change. Rio de Janeiro, 2013. 219p. Tese de Doutorado — Instituto de
Rela¢des Internacionais, Pontificia Universidade Catélica do Rio de
Janeiro.

The dissertation aimed at analyzing the prospects for change of the
contemporary international system by examining whether the rise of new poles is
already taking place in the current international system. For that purpose, it was
assumed that such transformation is related to the internal balancing process.
Therefore, the dissertation sought to examine the hypothesis that China is already
transforming the current system by means of internally balancing the U.S. power.
However, the investigation of the presence of internal balancing in the current
system involved a prior effort of conceptual development focused on the
construction of criteria that could help to identify concrete behaviors that could be
so called, since the various versions of the balance of power theory proved to be
insufficient for that purpose. Internal balancing was considered a process that
involves the behaviors of: off-setting (quantitative changes), emulation and/or
innovation (qualitative changes), resulting in the increase of the balancer’s
prospects for victory in the face of a possible conflict with the power which is the
target of the balancing behaviors. In the course of four chapters of a more
empirical character, the concept of internal balancing herein established was
contrasted to the behaviors of China in the economic and military realms from the
early 1990s, when the unipolar era began, to the present day, so as to assess the

pursuit of internal balancing by China against the U.S. throughout this period.

Keywords: balance of power theory, internal balancing, systemic change, China,

United States.
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Resumo

Dawood, Layla Ibrahim Abdallah; Nogueira, Jodo Franklin Abelardo
Pontes. China versus Estados Unidos: estaria a bipolaridade de volta?
Um estudo do balanceamento interno como uma possivel fonte da
mudanga sistémica internacional. Rio de Janeiro, 2013. 219p. Tese de
Doutorado — Instituto de Relacdes Internacionais, Pontificia Universidade
Catdlica do Rio de Janeiro.

A tese objetivou analisar as perspectivas de mudanca do sistema
internacional contemporaneo, averiguando em que medida ja tem lugar a ascensdo
de novos pdlos no sistema internacional. Para tanto, assumiu-se que tal
transformacdo estaria relacionada ao processo de balanceamento interno. Sendo
assim, buscou-se analisar a hip6tese de que a China j4 estaria transformando o
sistema atual por meio do balanceamento interno contra o poderio dos EUA.
Entretanto, o exame da ocorréncia ou ndo de balanceamento interno envolveu um
esforco prévio de elaboracdo conceitual voltado ao desenvolvimento de critérios
que permitissem a identificacdo de comportamentos concretos que pudessem ser
assim denominados, uma vez que as vérias versdes da teoria da balanga de poder
mostraram-se insuficientes para tanto. O balanceamento interno foi considerado
um processo que envolve os comportamentos de off-setting (transformacdo
quantitativa), emulag¢do e/ou inovagdo (transformagdes qualitativas), tendo como
resultado o aumento das perspectivas de vitdria por parte do que balanceia em
face de um possivel conflito com a poténcia que é alvo do balanceamento. No
curso de quatro capitulos de cunho mais empirico, o conceito de balanceamento
interno aqui estabelecido foi contrastado ao comportamento da China nas areas
econdmica e militar a partir do inicio da década de 1990 — momento em que se
inaugura a era unipolar — até os dias atuais, de modo a verificar a ocorréncia ou
ndo de balanceamento interno por parte da China em face dos EUA ao longo deste

periodo.

Palavras-chave: teoria da balanga de poder, balanceamento interno, mudanca
sistémica, China, Estados Unidos.
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1

Introduction

This dissertation aims at analyzing the prospeots dhange of the
contemporary international system based on the ngsson that this
transformation would involve at least one of twodmics: 1) thaelecline of the
most prominent actor of the system due to the fsgconomic dynamism
brought about by excessive expenditure on defetise ¢peration of the
phenomenon known as imperial overstretch), antde&)parallerise of new actors
in face of lower defense spending and economic tirat different and higher
rates than those of the unipole (LAYNE, 1993; GINP2002).

Since it was not possible to confirm in works thateviously performed
whether the process of imperial overstretch (thatildl cause the decline of the
unipolar power) is already happening, | now intéodrerify if the rise of other
great powers is taking place in the current intéonal system. For that purpose, |
assume that the rise of states is correlated Wwetptocess ahternal balancing,
which is a phenomenon often defined in oppositmexternal balancing in the
sense that the first comprises individual effortself-strengthening perpetrated
by great power candidates, while the second rdéethe formation of alliances
between states to counter opposing powers (WALBZ9)L

Therefore,l propose to examine the prospects for change of the current
international system via internal balancing. In particular,l intend to analyze the
hypothesis that China is already transforming the system internally balancing the
USA. However, to examine the presence or absenceternad balancing in the
current international system, | will first have tlevelop some criteria for the
identification of concrete behaviors that coulddmecalled. This is because the
literature on balance of power theory has provebdetansufficient to characterize
this phenomenon.

Accordingly, this dissertation comprehends two te&oal chapters. The
second chapter of this dissertation, and first tbgzal chapter, discusses the
various versions of the balance of power theory, omder to show their

insufficiencies in the development of the interbalancing concept. At this point,
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some classical works are reviewed such as Claud&989), Morgenthau (1965),
Wight (1978), Bull (1977) and Waltz (1979), as wadl more contemporary works
like Walt (1990), Schweller (1997), Brooks and Wohh (2005). The main
objective is to highlight the preference shown hg titerature in studying the
phenomenon of external balancing to the detriméstuaying internal balancing.
Furthermore, the chapter discusses some of thewevks available on the
internal balancing concept: Elman (1999), Reseratgeés (2007), Taliaferro
(2007), Andres and Goldman (1999) and Horowit)1(®, arguing that this
literature focus on the explanation of states’ cadb internal balance, but being
insufficient in the characterization of the behawbbalancing itself.

In face of that scenario, the third chapter of tissertation, and second
theoretical chapter, aims at overcoming this ladunareating a theoretical model
that helps in the empirical identification of théarnal balancing process. For that
purpose, | recur to theories that may shed lightho& phenomenon such as the
Power Transition Theory (PTT), the Theory of HegemoCircles (THC) by
Gilpin and the Long-circle Leadership Theory (LCLThese theories have in
common the fact that they can all be framed undetianalist umbrella, in the
sense that: 1) their supporters are not worriech wite formation of states’
preferences; and 2) they consider their subjecttaationally (be they states or
decision makers). In addition, these theories foouseconomic and domestic
factors involved in the process of states’ growth.

It is important to highlight that the efforts to w#dop the concept of
internal balancing are in close dialogue with thecsalized literature reviewed in
the second chapter. This literature contributethocharacterization of internal
balancing as a process that comprehends the bebafioff-setting (quantitative
transformation to face a particular capability mssed by an opponent),
emulation and/or innovation (qualitative transformations). Nonetheless, other
requirements are added to this list of behaviorder to qualify an action as part
of an internal balancing process. Especially, iasigg the balancer’s chances of
victory against the system’s poles in case a majar happens is herein
considered essential for an action to be considesadternal balancing.

Four empirical chapters follow after the developmenh the internal
balancing theoretical model. Each of these chapterdgrasts the theoretically

established concept of internal balancing propasedhis dissertation to the
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concrete behavior of China after the beginninghaf 1990’s, when unipolarity
was inaugurated.

Accordingly, the fourth chapter reviews the tramsfations observed in
some of the domestic figures during the 1990’s 20@0’s, such as: productivity,
means of transportation and communication and ipalit capacity (here
understood as the government’s ability to make afsgrivate means for public
purposes by using measures such as taxing). Theeclod these figures is
influenced by the literature reviewed in the tholapter, which inspires the
characterization of increases in those figures ascaessary step in enabling the
beginning and the maintenance of the internal lzakgnprocess.

On the other hand, the fifth, sixth and seventhptdra focus on the
military aspects of the internal balancing procédss is because, according to
the theoretical model proposed in the third chapiéernal balancing carried out
by pole candidates is a process composed of twards: a preparatory and
enabling one and a military one (that comprehehdsfforts to face the military
capabilities of the unipole).

Therefore, in order to analyze empirically if thelitary dynamic of the
internal balancing process is taking place, it ecassary to first identify the
capabilities that form the foundation of the Amarigprominence. Consequently,
this dissertation argues that the foundation ofWh®. military power lies on its
nuclear capacity as well as on its ability to aaliatant watersseapower). These
capabilities enable the U.S. to project power teptegions other than its own.
The American military power is also singular fos investments in the defense
industry, which aim at guaranteeing the maintenasfcine American leadership
in what comes to defense related innovations.

Consequently, the fifth chapter reviews the precedf nuclear
modernization in China as a reaction to the Amaricaclear power. By that, | do
not mean to establish a causal relationship betwidsen Chinese nuclear
modernization process and the American nuclear powe contrast, this
dissertation intends to analyze the final proddahe modernization efforts, that
Is: the objective is to verify if the current meessiundertaken by China increase
the chances that China wins a future war agairestuls. Moreover, the final
product of those efforts will be studied accordiogthe following model: is it

possible to argue that the modernization of then€te nuclear arsenal off-setts a
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qualitative disadvantage by means of performingngteive changes (off-
setting)? Or, in opposition, does this modernizatapproximate the nuclear
arsenals of these two countries in terms of quéditgulation)? Or, finally, would
it be possible to say that the product of the Céenenodernization efforts
innovates in relation to the American nuclear aaten

The same questions are asked in the sixth chdptenow in relation to
China’s ability to operate at sesedpower). Accordingly, the chapter inquires if it
is possible to say that China’s maritime modermraefforts are off-settingr
emulating the American seapower capabilities. Orthiére is any sign of
innovations in relation to those capabilities. Nibiedess, in this chapter, China’s
efforts are not only compared to the American orms, also to the actions
undertaken by the Soviets during the Cold War. Téidue to the fact that some
experts consider that the current Chinese straé¢ea is similar to the Soviet
one. Thus, the chapter investigates if the sintylasith the Soviet strategy is a
sign of internal balancing at sea or not.

Finally, the seventh chapter analyzes the instihai transformations
carried out by the Chinese government during th@0%9and 2000’s in what
regards China’s defense industry. This analydmged on the assumption that the
military superiority of a state is not restrictedthe capabilities already possessed,
comprehending also the structures that enable thbeelopbment of those
capabilities and the institutions that rule thectioning of those structures. Since
it would not be possible to analyze the decisiokingaprocedures, the readiness
of the troops, the training and all the other atp#tat impact on the effectiveness
of the use of power resources, | have made thecehoi study an institutional
complex that has great influence on the Chineseviaton prospects in the
defense realm. Analyzing the implementation of m@®in the defense industry is
a good way of verifying China’s future potentialgerform internal balancing by
innovating. This is because those reforms were @iatencreasing competition

between defense firms and consequently improviar teativity.
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2
Balance of power theories and the underdevelopment of

the concept of internal balancing

2.1

Introduction

This chapter reviews the balance of power liteemtaind argues that the
various versions of this theory failed to compredresly develop the concept of
internal balancing. In addition, it discusses the favailable works on internal
balancing, contrasting the different explanations the reasons why this
phenomenon happens, i.e., the different variableishwscholars believe impact
on the decision to pursue this behavior.

2.2
A review of the various versions of the balance of power

theory

2.2.1

Systemic theories versus theories of foreign policy

First and foremost, given the existence of differ@eanings for the term
"balance of power" within the framework of Intenioaial Relations Theory, it is
imperative to discuss some of the numerous undetsigs regarding this
concept. One recurrent meaning in the literatuiers€o the systemigtuation or
condition in which there is awbjective equilibrium of power among the major
units of a given international systepgwer being understood essentially in terms
of military capabilities. Consequently, the oppesiystemic situation involves the
concentration of power in a single actor, whichlddake the form of unipolarity
(when there is an especially powerful actor in #ystem), hegemony (when
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international rules are determined by a single raado empire (when the less
powerful units lose autonomy to the most powerfNIEXON, 2009, p. 334-335).

According to Claude Jr. (1969): “In this senseisita purely descriptive
term, designed to indicate the character of a tsitmain which the power
relationship between states or groups of statesa@sof rough or precise equality”
(p.- 13). In turn, Wight (1978) identifies this sgstic condition as the original
meaning of the term balance of power: “In this @s#ge word ‘balance’ has its
primary meaning of ‘equilibrium’, and it is perhap®st likely to appear as the
object of such verbs as maintain and preserve t@pgkoverturn, or redress and
restore” (p. 173-174). It means an even distrilbutd power, in which no power
is so preponderant that it can endanger the others.

Morgenthau (1965), in his book, also makes refexdncthis meaning of
the balance of power term, choosing it as the diefia@aning for the term:

The term ‘balance of power’ is used in the texthwfour

different meanings: (1) as a policy aimed at aaterstate of
affairs, (2) as an actual state of affairs, (3pasapproximately
equal distribution of power, (4) as any distribatiof power.
Whenever the term is used without qualificatiorrefiers to an
actual state of affairs in which power is distriditamong
several nations with approximate equality (Footrigtp. 167).

This scholar elaborates on the meaning of equiiibr{which is employed
by him and by the majority of scholars as a synorigmstability and balance),
drawing an analogy between the human body andntieeniational system. The
human body equilibrium refers to the normal funaitng of the organs which can
only be disturbed by external interference or throamal growth of a unit. The
same would apply to the equilibrium between stétas could only be broken by
the interference of a unit outside the system othieyabnormal growth of a state
in relation to others. Analogy is also drawn betwége international system and
the system of checks and balances inside the U3/lgh the Executive is
balanced by the Legislature, and the Judiciarypgesed to balance both.

In turn, Bull (1977) quotes Emer de Vattel (in arkvgublished in the
eighteenth century) to stabilize the balance of gromeaning as: “a state of
affairs such that no one power is in a position iheis preponderant and can lay

down the law to others” (p. 101). And to this halsd‘lt is normally military
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power that we have in mind when we use the terrijtlman refer to other kinds
of power in world politics as well” (p. 101).

As can be noticed from the exposition above, Claude (1969),
Morgenthau (1965), Wight (1978) and Bull (1977)esgion the possibility that
the term balance of power be employed to desigaasd@uation of equality of
power or equilibrium. However, the authors diffierwhat regards the requirement
that this equality of power is precise or approxendor Claude Jr. (1969), a
precisely equal distribution of power seems possibut Morgenthau (1965) and
Wight (1978) stress the word “approximate” to giyalhe noun equality. In turn,
Bull (1977) makes a distinction between a simplit@e of power (comprising
two powers) and a complex one (involving three arenpowers). According to
him, a simple balance of power requires equalityanity of power among the
rivals so that we could say that it is in equiliom and no power is dominant, but
the complex does not, since, although states magtrioager or weaker when
compared to each other separately, they can coraggetisat fact with proper
alignment arrangements.

Still in relation to the employment of the balanokepower term as a
situation, Claude Jr. (1969) identifies two other possibleamngs. Oddly
enough, instead of implying equality, some authomay employ the term to refer
to the opposite situation in which competing powaes not balanced, that is, to a
condition of disequilibrium. In this sense, schelapeak of a balance of power
that favors some powers to the detriment of otheastly, the balance of power
term can be employed as a synonym for any distabudf power, what was also
acknowledged by Morgenthau (1965) in the quotatioove.

On the other hand, Claude Jr. (1969) highlights the balance of power
term can be employed not only to make reference ggstemic situation but also
to apolicy or as gorinciple that inspires policy. This is related to the expgon
that the units of a system will seek to preventcemtrations of power are formed
and/or that they will counteract concentrationseadly formed. Wight (1978),
inspired by David Hume, states that the balangeoefer is founded on common
sense and obvious reasoning. According to hins, the application of the law of
self-preservation to world politics:

Let there be three powers, of which the first &athe second.
The third power cannot afford to see the secondestisively
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crushed that it becomes threatened itself; thezeifort is far-
sighted it “throws its weight into the lighter seabf the
balance” by supporting the second power (...) Tharzd of
power is seen in full operation whenever a domuohgiewer
tries to gain mastery of international society anomentarily
“overturns the balance” (WIGHT, 1978, p. 169, engitadded
by the author).

Notwithstanding the common understanding that acpobdf balancing
refers to the attempt to achieve equilibrium, Ceadd (1969) argues that the term
“policy of balancing” may refer to a policy thateinpts to establish equilibrium,
a favorable balance or even imbalance (p. 19).b$oemploying the term, he
seems to make reference to every state effort toipukte the systemic
distribution of power.

Similarly, when Wight (1978) refers to the balamtgower as a principle
and as a policy, he acknowledges two possible mganwhich are mostly in
contradiction. First, balance of power can refeth® principle that power ought
to be evenly distributed. “In the eighteenth cepnttire balance of power was
generally spoken of as if it were in some manner uhwritten constitution of
international society” (p. 174). However, since baance of power can also be
seen as a policy by which most states seek theurisg it can also refer to the
principle that my side ought to have a margin ofrggth so as to avert the danger
of power being unevenly distributed in favor of @th (p. 175).

In sum, the employment of the balance of power tasmapolicy can be
regarded as even more controversial as its emplolya asystemic situation.
This is due to the fact that there is no consensus number of issues such as the
very definition of "balancing”. In other words, sdars diverge when they attempt
to characterize the behaviors undertaken by usitsglancing policies.

Therefore, as can be inferred by the controvesiesunding the meaning
of the balance of power term, it is not possibledaosider the existence of a single
balance of power theory, but rather of a varietyhefse, which may be divided
into two distinct species: theories that aim to laxp the systemic result of
equilibrium and theories that seek to explain thehavior of the units or
balancing palicies (when they occur, how and why) (MARTIN, 1999; NEXO
2009).
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Besides the distinction above, Nexon (2009) makesudful though
tenuous difference between what he dadlance of power theories andtheories
of power balances. For the proponents of the first kind of theoryganbination
of mechanisms induces the formation of balancesgaiibriums of power. Such
mechanisms may be at the level of individual deaiglike the human tendency
for the pursuit of power) or at the systemic lefalarchy). It is interesting to note
that the supporters of the first kind of theory Idoie arranged in a spectrum in
the sense that the stronger versions suggestidtmation of hierarchies in the
system isprevented by the mechanisms of balance of power, while meteer
versions claim that these mechanisms need not peodu balance, but are
important in defining systemic results. In otherrds) these latter theories argue
that equilibrium is the most likely result that m#yerefore be considered a
systemic tendency (NEXON, 2009).

Wight (1978) highlights that many classics refettte balance of power as
an inherent and inevitable tendency of internafiguditics to produce an even
distribution of power. Thus, those scholars fasatbwhat would be referred by
Nexon (2009) as “strong versions of the balancpovfer theories”. Examples of
this line of thinking are Rousseau and A.J.P. Tiaylo

Let us not think that this vaunted balance of poivas been
achieved by anybody, and that anybody has donéiaigyivith

a view to maintaining it (...) Whether one is conssi@f it or

not, this balance exists and can well maintainlfitagthout

outside interference (ROUSSEAU quoted by WIGHT, 8,97.

178).

And:

It seemed to be the political equivalent of thedafeconomic,
both self-operating. If every man followed his ointerests, all
would be prosperous; and if every state followesl atwn
interests, all would be peaceful and secure (ATAYLOR, a
scholar from the nineteenth century, cited by WIGHY78, p.
178-179).

In a similar sense, Claude Jr. (1969) argues tiwavarious versions of the
balance of power theory can be differentiated Iati@n to the question of how
this tendency to equilibrium is brought to realiBor the authors just mentioned
above (Rousseau and A.J.P. Taylor), equilibriumas only inevitable but also

promoted automatically. In this case, balance ofgois seen as the political
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equivalent of the laws of economics. Equilibriunpreduced informally by self-
interest, as the efforts of states to maximize pdesad to it.

Equilibrium can also be thought to be promoted samomatically in
which case the role of the so called “holder of aéance” is placed in a central
spot. According to Claude Jr. (1969), the authon® wupport this view believe
that only the holder of the balance is thought ¢b urposefully in order to
promote equilibrium, aligning itself to the weaksde to counter the current
stronger power in the system. The other states atocalculate their actions
accordingly to produce systemic equilibrium (p. 48)- Finally, some authors
argue that equilibrium is produced manually, emiznag the skilled operations
of statesmen who manage the affairs of all unitestituting the system
(CLAUDE JR., 1969).

Also related to the question of inevitability isetdegree of consciousness
involved in the process of balance promotion: L)ildarium can be thought of as
an unintended result, 2) as the main objectivénefholder of the balance, 3) and
as the result of the autonomous maneuvering adsstathich may or may not lead
to a situation of equilibrium (CLAUDE JR., 1969).

Morgenthau (1965) is commonly known to believe loa inevitability of
the balance of power. In this sense, Little (200ighlights that this author has
been accused of being ahistorical since he allgghdught that the dynamic of
balance of power is immutable and inevitable. Imtcast, Little argues that
Morgenthau was very much concerned about changehatchis theory indeed
contemplates change. To prove his point, Littleiewg the history told by
Morgenthau regarding the "18and 19" centuries balance of power. Little
highlights that Morgenthau put some weight on ta@gtformations that occurred
from one era to the other. Especially, Morgenthauetbped on the dynastic
principles in vigor during the Bcentury that provided a certain consensus
among decision makers over morality issues andctineect conduct of foreign
affairs. In what comes to the 1 @entury, Morgenthau highlighted the emergence
of nationalism that would make the use of compeémsahuch harder. In addition,
he stressed a subsequent development that madesation possible again: the
partition between European powers of areas in #wplpery of the European
continent such as in Africa. In what regards thédG&'ar, Morgenthau (as did

Waltz later on) acknowledged that alliances logtontance and states had to trust
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in the augmentation of their own military potenfiat security. Another important
transformation identified by the author was theerisf what he called
“nationalistic universalism” which is characterizdwy the strengthening of
nationalistic values and the claim that those \&lhave universal applicability
(MORGENTHAU, 1965; LITTLE, 2007).

Little’s (2007) conclusion is that it is not becausorgenthau placed
balance of power in the center of history that && $he nature of international
politics as unchanging. According to Little, he didt. In particular, changes in
believes would have produced different impacts aegision makers. The first
emergence of nationalism after the French Revalutiaplied self-restrain while
the emergence of a nationalistic universalism ietpthe search to augment ones’
sphere of influence

Claude Jr. (1969) also developed on Morgenthaypassed belief on the
inevitability of the balance of power stating tiia¢re is an inherent contradiction
on Morgenthau’s work in relation to this point:the same time that he said that
balance of power is a social law (and thereforegvitable), he criticized
politicians for not being able to act accordinghs law. Claude Jr. then tried to
interpret what Morgenthau meant when he said thatlialance of power is
inevitable, concluding that, according to Morgenthatatesmen could try to do
differently from what the system of balance of powequires them to, but that
acting in this fashion would henwise (CLAUDE JR., 1969, p. 35)

In sum, in spite of this tension in Morgenthau’srkyat seems fair to say
that this author presented a moderate versiorbafance of power theory since in
his point of view the production of systemic eduilum can be regarded, if not as
inevitable, at least as a powerful trend.

Claude Jr.’s own version of the balance of poweoti (1969) can also be
characterized as a moderate one since he consigleitdorium a tendency and not

a necessity. He stabilizes the concept of balantepawer as a system

! Because of the importance of believes in Morgarithavork, Little (2007) goes as far as

considering this author as a proto-constructivstcording to Little, Morgenthau recognizes the
existence of a specific power dynamic due to anarbht also acknowledges the interference of
believes in this dynamic (p. 125).

2 In the end, for Claude Jr. (1969), Morgenthau'siom of the balance of power theory is a
redundancy since all he supposedly end up stagititpt in a power struggle states must and do
struggle for power .
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distinguished from other systems exactly for itherent tendency to produce
equilibrium (p. 43). However, he distinguishes tiendency from the actual
empirical result of equilibrium:

The balance of power system should not be confugitd
equilibrium. It may operate in such fashion as to produce and
stabilize a situation of equilibrium, but it doestmecessarily
do so. Some of the states which compose the systmadopt
the policy of promoting equilibrium, but this ispEndent upon
the exercise of judgment by their leaders (p. 8leasis added
by the author).

(..

The results of a balance of power system are tcavilye
dependent upon contingencies to be postulatpdori. While

the balance of power system may have inherent features and

tendencies, it has no inherent results. What men will try to do
within the system, and what consequences will fiovn their

efforts, can be determined only by observation,hyoassertion
(p. 89, emphasis added by me).

Claude Jr. (1969) establishes the conditions ferpttoper operation of the
balance of power system and for the achievemergqoilibrium arguing that
those conditions do not prevail at the time of Wisting®. Therefore, in what
regards the question of how the balance is produmed the degree of
consciousness involved in the process, Claude Balance of power theory
(1969) is a combination of theories fashioned pmesty by other scholars. He

considers that consciousness may or may not bdvewadn the formation of

% 4t appears that a balance of power system regutinat effective power be diffused among a
substantial number of major states. The contrahefpolicy of the participating units should be
vested in skilled professional players of the dipddic game, who should be largely free to engage
in discretionary maneuvers, manipulate alignmergtsd adjust policy to challenges and
opportunities with secrecy and dispatch. There khdie no ideological impediments to
arrangements for compensatory adjustment of powvedations by the leading statesmen.
International decision-makers should have bothftbedom and the will to make their decisions
on the basis of power calculations alone. The etgsneonstituting national power should be
simple enough to permit reasonably accurate estenaftthe relative strength of states, and stable
enough to permit such estimates to serve for soem®@ of time as the basis of policy. The
implications of war should be serious enough tmslate preventive measures, but mild enough to
enable statesmen to invoke the threat, and on iocct®e actuality, of force in support of policy.
War should be imaginable, controllable, usable. &¥ndath the prudent mistrust of powerful states
and the built-in rivalry of the system, there slibbk a broad consensus among statesmen that the
objectives of war should be limited and the essémiuralism of the system unchallenged
hegemonic ambitions should be moderated by a sefimmmon interest in preserving the
system, limited by technological impediments towvensal conquest, and frustrated by the
flexibility of combination afforded by the alliandechnique. Finally, it is highly desirable, if not
indispensable, that some major power should be fosition to play the role of holder of the
balance, contributing to the stability of the systiey adapting its policy to the requirements posed
by recurrent thrusts of ambition and alterationp@iver ratios” (CLAUDE JR., 1969, p. 90-91).
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equilibrium since balance can result from the camscaction of statesmen in an
environment that has the proper conditions for thapose, but also equilibrium
may result from the aggregation of individual statdrive to maximize power.
Finally, he highlights that the proper operatiortled balance of power would not
guarantee peace, but would settle an environmemwhioh statesmen would have
major probability of success in regulating poweatienships.

But what would be Kenneth Waltz’s position if weed to frame his
work in the spectrum that divide balance of poweoties among strong and
moderate versions according to their understandirggjuilibrium as inevitable or
not? To this end, Nexon (2009) notes that WaltzZ9)@rgues that the structure is
only one of the determinants of state behavior,dmitthe only one. He argues
that to ensure their survival states are socialimedact in accordance with
structural constraints and successful practicegitakien by other actors, but that
decision makers may fail to obey structural incediin view of the fact that
decisions may have been motivated by other factiter than the structure. In
Waltz’'s words (1979): “Political structures produaesimilarity in process and
performance so long as a structure endures. Sityilas not uniformity.
Structures operate as a cause, but it is not tlyecanse in play” (p. 87).

In this sense, Nexon (2009, p. 338) argues thata\(@B79) should be
considered an author who has a moderate versidralahce of power theory:
states can even ignore the structural dictates Witz believes that there is a
tendency towards the formation of balances of powecording to Waltz (1979,
p. 128): “The expectation is not that a balancegeachieved, will be maintained,
but that a balance, once disrupted, will be restarene way or anothe}”

On the other hand, supporters of the second kinthexdry,theories of
power balances, seek to explain the formation of equilibrium iases where it
takes place, but do not consider balance an ingeitasult or a systemic trend. A
scholar that serves as an example of this categalgrvis (1992), who contrasts
balance of power systems to systems in whichnaert takes place. In the latter,
the way to deal with potential enemies would nobbtancing, but the grouping
with them. Additionally, actors in this system tkim the long run and are able to

cooperate (p. 724). In a nutshell, Jervis (1998agliees that the operation of the

4 Waltz’s balance of power theory will be exploredyreater detail later on.
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balance of power is inevitable or that it is a thepointing to the historical
existence of different systems such asdhreert.

Nexon (2009) argues that scholars that are placedngtheories of
power balances would not be necessarily tied to realism. Thislug to the fact
that nothing prevents the creation of liberal aodstructivist explanations, for
instance, for the formation of systemic balances.tids point, Nexon (2009)
refers to theories such as Wendt’'s (1999) thatd;aul principle, dialogue with
realist theories in explaining systemic resultsthils case, an explanation inspired
in Wendt (1999) for an outcome of equilibrium wouldt be restricted to neo-
realist variables such as the distribution of cdpms and anarchy. This is
because Wendt's structure is not composed only aiknal aspects, but also of
ideational ones.

Another example of a theory of power balances carfoind in Bull's
(1977) work. This author criticizes the assumptehind realist balance of power
theories that states act solely in order to maintaeir power position, claiming
that states not always pursue to maximize powedat Bito say that not always an
augment of power by one state provokes a likewasetron on others. Therefore,
for him, there is nothing inevitable related to thalance of power and no
necessary tendency towards equilibrium. Howevegdkaowledges the existence
of a “need to maintain one if international ordeta be preserved” (p. 112).

Therefore, although Bull (1977) disputes the iredility of equilibrium,
he acknowledges the importance of it for the prdpactioning of what he calls
the “society of states” According to him, five institutions have sustalnene
society of states: balance of power, internatidaal, war, diplomacy, and the
managerial system of great powers. Those institatiare the result of the

collaboration of states and also the means of @iaiing it (p. 74).

® “A society of states (or international society) exists when a grouptafes, conscious of certain
common interests and common values, form a soaietlye sense that they conceive themselves
to be bound by a common set of rules in their i@hat with one another, and share in the working
of common institutions (...) An international sociaty this sense presupposes an international
system, but an international system may exist ithatot an international society. Two or more
states, in other words, may be in contact with eattier and interact in such a way as to be
necessary factors in each other’s calculations awittbeing conscious of common interests or
values, conceiving themselves to be bound by a aomset of rules, or co-operating in the
working of common institutions” (BULL, 1977, p. 113}, emphasis by the author).
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To regard the balance of power as an institutidio isonsider it a reunion
of habits and practices directed towards the foieht of the shared goals of a
society of states. In this sense, Bull (1977) hgitik that balance of power is the
one institution which provides the conditions in igfh other institutions can
operate. This is because international law, fotamse, would have a hard time
functioning in a context of dominance of one stater the others. In addition, the
balance of power prevents the emergence of univensgires and guarantees the
independence of the most powerful states.

But does that mean that for Bull (1977) a balantg@awer could not
emerge in a “system of states” (where there arshaoed believes or values) but
only in a “society of states”? To answer that, eitf2007) makes reference to a
difference established by Bull (1977) himself bedwe fortuitous and a contrived
balance. A fortuitous balance means that no consaffort was put into it and a
contrived one emerges after a conscious policystpriomotion. Little states that,
in his opinion, Bull makes a difference between filectioning of the balance of
power in an international society and in an intéomal system. This is because
since there is no shared believes or rules in &mnational system, the balance of
power could not be a contrived one. If a balancep@ier ever emerges in a
system of states, it will be a fortuitous one (wiatvery similar to Waltz's
thought about automaticif}y)But in a society where shared interest and besiev
make consensus possible, the balance of powemnutlbe fortuitous but formed
due to the units’ wills and efforts. In this senk#tle thinks of Bull as a middle
term among Waltz and Morgenthau since the formercadscerned with an
automatic balance and the latter develops on tihdriced one and Bull's work
comprises both due to its separation of the intevnal system and the
international society.

Finally, theories of balancing seek to explain the conditions under which
states will engage in balancing strategies, trgm@stablish which are the states
most likely to balance and what are the behaviovslved when balancing is at

stake (NEXON, 2009). Such theories aim at expl@anooncrete behavior or

® This interpretation seems to be supported by tfleviing passage: “A balance of power, for
example, may arise in an international system duitmitously, in the absence of any belief that it
serves common interests, or any attempt to regolatastitutionalize it. If it does arise, it may
help to limit violence, to render undertakings dpésl or to safeguard governments from
challenges to their local supremacy” (BULL, 19776p).
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balancing policies, being closer, therefore, to theories of foreighiqy. In this
sense, precisely because they are not committdetaunderstanding that the
systemic balance is a necessary trend, they woaNe tthe merit of not being
restricted to the analysis of successful balanpiagtices.

As examples of this kind of theory, one could medference to the works
of Walt (1990), Schweller (1994) and Christenser &nyder (1990), who
elaborate on the frequency of the balancing behaama the conditions under
which it is expected to occur. Walt (1990) arguest balancing behavior will be
the most recurrent in the international system,, lunlike Waltz (1979), he
predicts that states do not balance power, buatireoining a theory that became
known as "balance of threat theory". So, given thatimportant feature of
Stephen Walt's work (1990) is constructed in oppasito Kenneth Waltz’s book
(1979), for a better understanding of the formers iimportant to first clarify a
point on the latter. For Waltz (1979), the concatmdn of power in a single actor
is in itself a threat to the survival of the weak&ace it facilitates domination by
the strongest. In this sense, the weaker statéstberespond to any concentration
of power by allying to other weak states againgt $ftronger actor. Thus, for
Waltz (1979), balancing policies would be restcte the alignment between the
weak against the strong. In contrast, bandwagoridvowvolve the alignment of
the weak with the strong.

In turn, Walt (1990) argues that when choosing ketwbalancing and
bandwagon (that is, when choosing one’s allieskistten makers take into
account not only the power of potential allies (@gsed in capabilities), but

ponder what states pose the highest threat. Insénse, for Walt, balancing and

" In order to illustrate the theoretical differerai@ove narrated, Nexon (2009) argues that Theories
of Hegemonic Cycles and Power Transitions TheofET) can embrace assumptions from
power balances theories and of theories of balgrimin that their supporters would not agree with
strong versions of the balance of power theorysThibecause, for theorists of PTT, balance may
be the result expected in some conditions (diffeaémyrowth rates might lead to balances of
powers; technological, economic, and domestic aidtnéive transformations can change relative
capacities and create balance; and the dissdtisfagith the distribution of prestige in the syste
may lead to increased efforts by a revisionist poweaugment its capacities, accelerating its rise
and the imperial overstretch of the old dominarnwgg. However, the supporters of those theories
would not agree with the understanding that thecentration of power in a single actor would be
a rare, impossible or passing circumstance (NEX2N9, p. 339). The possibility of reconciling
theories of balancing, power transition theoried #re theory of hegemonic cycles will be put
forward later in this dissertation.
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bandwagon are best defined as responses to thtkatfirst would refer to the
alignment of states that have a common threat lamdecond would comprise the
alignment with the source of the threat. Thereftine,author lists the factors that
would interfere with the degree of threat posedabgtate: aggregate power,
geographic proximity, offensive power and aggressivtentions. For instance,
the perception that a state seeks expansion irdégethe behavior of a second
state (if it opts for balancing or bandwagon) ilatien to the first. At the expense
of objective power, the perception of an expansioinitention would be crucial in
determining states’ choice of balancing behavior.

On the other hand, Schweller (1994, 1997) statas landwagon is a
much more common behavior than balance of poweorigte are willing to
consider. He then creates an alternative theorgll@nces called "balance of
interests”. For this author, it is important to swmier the existence of both
revisionist states (which seek to increase theivggand improve their position in
the system) and satisfied powers (states that havéheir main objective the
maintenance of thetatus quo and of their position in the system). Schweller
(1997) believes that scholars such as Walt (1980)Vdaltz (1979) consider only
the existence of satisfied powers in the systemcdntrast, Schweller (1997)
argues that revisionist states who do not feelatlereed often join stronger
revisionist states for opportunistic reasons. Iheotwords, states would use
bandwagon to get rewards and power.

As a final example of a theory of balancing, onaldanention the work
of Christensen and Snyder (1990), who sought touds the behavior of units
inside alliances formed in multipolar systems. Ehasholars highlighted the
behavior of chain-ganging and buck-passing: the first would imply the
unconditional commitment to an ally due to the ppton that its survival is
essential for the balance, while the second wowddmthat some states relegate to
other states the task of balancing. In order taiptevhich of these behaviors
would be chosen by the states, the authors intextitiee variable "attack-defense
balance". In this sense, the authors predict thatyetime the attack has the
advantage in multipolar systems (i.e. when thetanii state of the art favors the
attacker), states choose chain-ganging. This isusecin periods in which the
attack has the advantage, preventive war allegedlyld become more likely. In

this case, chain-ganging is motivated by fear eing allies in periods in which
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preemptive wars of conquest become more likely. tta other hand, when
defense has the advantage, states tend to choodepéssing. In these
circumstances, wars of conquest are less likelystaigs fear to get dragged into
wars in which their vital interests are not invalve

In conclusion, what | have tried to show in thistsmn is that the balance
of power concept is treated in various forms by itlreimerous experts and that
the theories developed on the subject can be dividdalance of power theories,
theories of power balances and balancing theatggsending on the main focus of
their supporters. If the focus is on explaining tlesult of equilibrium and if
equilibrium is considered a necessity or at leasysiemic trend, we are dealing
with a balance of power theory. If the aim is tglexn equilibrium when it
emerges, but no claim is made regarding the inaitta of equilibrium or the
existence of a tendency towards it, the theory beayreated as a theory of power
balances. Finally, if the theory is concerned nmyaatlout the units’ behavior, this
can be called a theory of balancing (NEXON, 2009).

These distinctions seem useful in order to clagfyne sources of
criticisms directed towards the various theorieat teal with the concept of
balance of power. Before accusing any of thosertbeof failing to explain
certain phenomena, it is imperative that we understhe different purposes of
the various authors. Therefore, following a reasgniine similar to Nexon
(2009), Martin (1999) also identifies misunderstiagd within the treatment of
the balance of power concept. She sheds light ¢octtnfusion ofsystemic
theories and theories that aim at explaining balancing goedi. According to

Martin (1999), this second type of theory is clostheories of foreign policy:

In recent work the line between these traditiorme focusing
on systemic outcomes and the other on the behafistates —
has been blurred, with analyses that use the sistatance of
power theory associated with neorealism as a Wdasisvork
that focuses on the behavior of states. It is myterttion that
much of the confusion surrounding balance of potieory
today is a result, first, of a misunderstandingvbiat systemic
balance of power theory can do, and second, of/stsanoving
from systemic balance of power theory to the stoflystate
behavior without recognizing the implications oétbhange in
the level of analysis (MARTIN, 1999, online).
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Martin (1999) argues that the test of a systemeoth in face of state
behavior depends on the prior translation of thémmries in foreign policy
theories. This is because the systemic result oiliequm (expected by systems
theory) cannot easily be reduced to a state a¢tich should be explained by a

theory of foreign policy):

J. David Singer argues in his 1961 article on lewélanalysis
that when one moves from one level of analysisnimtleer, an
“act of translation” is required: For example, whame moves
from the systemic level to the state level, it Ecessary to
analyze what variables at the state level, what gbrstate
actions or policies, correspond to the relevantalde at the
systemic level. The central insight of systemiceinational
relations theory — that international outcomesrarereducible
to the individual actions or intentions of statess—itself a
reason why this act of translation has to take eld€ an
international outcome that we are interested innoarbe
reduced to specific actions taken by states, thkanwtaking
propositions or ideas about the causes of outcoatethe
systemic level and applying them to state behawierhave to
think carefully about what sorts of things at thates level of
analysis correspond to particular internationalcootes. We
have to translate the variables we are interestext one level
into the corresponding variables at other levelsisTact of
translation has not been adequately performed bst mibthe
analysts who use neorealism as a basis for thediest of state
behavior.

And also:

| trace the current problems with balance of pommalyses to
confusion about how to use systemic theory as s lfas
explanations oforeign policy. In particular, |1 argue that the
scope of systemic balance of power theory has been
overestimated, and that attempts to use systeniandm of
power theory as a basis for studies of state behaare
problematic because they fail to analyze exactlatwhmeans

for a state to balance (MARTIN, 2003, p. 61-62, bags
added by me).

According to this scholar, the use of systemic thdor analyzing state
behavior without proper translation is problemé#ticseveral reasons. First, in the
same sense as Nexon (2009), Martin (1999) stagessyistemic theories such as
Waltz’'s (1979) can say at most that the units afystemtend to act in certain
ways due to systemic incentives. However, propmsitiover what statéend to
do cannot be translated into propositions about vetetesactually do. This is

because the determinants of state behavior areethed all levels of analysis.
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Martin (1999) considers that authors such as Vasdql897) interpret
Waltz's understandings (1979) on how the structcoastrains the states as
predictions of foreign policy. In particular, Vas(1997) treats Neo-realism as a
theory of balancing, when in fact it is intended to bebalance of power theory.

In other words, Waltz's theory seeks to explainaw Ithat he considers
fundamental in international politics: the law dfetformation of balances of
power. However, scholars such as Vasquez (1997) cittoeder (199%)

interpret that this author wanted to explain aageh law that states will balance.

In contrast, Martin (1999) recalls that, for Wal{¥979), the structure
affects state behavior, which is quite differennfrsaying that it determines it. As
| have discussed previously, Waltz (1979) stat@slitical structures produce a
similarity in process and performance so long agucture endures. Similarity is
not uniformity. Structures operate as a causejtbsitnot the only cause in play”
(p. 87). Structural incentives and constraints @mly potential sources of state
behavior: systemic theories do not explain behatwot rather behavioral patterns
that are recurrent in spite of the identities dbex: In this sense, systemic theories
are not and cannot be theories of foreign policy.

Given this, the attempts to falsify Waltz's theoshiowing that what
determines state behavior is not the structure #oinestic factors are
controversial. Also controversial are the studlest Examine the empirical cases
in which states failed to balance. That is becaaéiz (1979) acknowledges that
the concrete action of states may have different motivations than cstnal
incentives and that concrete action may not evealwe balancing, but the quest
for universal domination, for example. Waltz’s theetarts by making theoretical
assumptions about the motivation of states and twresponding actions, and,
as such, those assumptions are neither true @& (plsl18). So, to try to falsify
his theory based on the finding that in many caeceases structure has not
determined state action is to neglect this authanderstanding of what is a
theoretical assumption.

About the motivations behind state actions, Wdl&70) warns:

® The works of Vasquez (1997) and Schroeder (199#pevdiscussed in the next sections of this
dissertation.
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A theory contains assumptions that are theoretiuatl factual.
One of the most common misunderstandings of balafice
power theory centers on this point (...) From presiou
discussion, we know that assumptions are neitherrior false
and that they are essential for the constructiothebry. We
can freely admit that states are in fact not uyitanrposive
actors. States pursue many goals, which are oftsguealy
formulated and inconsistent. They fluctuate witk tthanging
currents of domestic politics, are prey to the vimgaof a
shifting cast of political leaders, and are infloed by the
outcomes of bureaucratic struggles. But all of thas always
been known, and it tells nothing about the meritsatance-of-
power theory (p. 119).

As for the effective pursuit of balancing or ofeaittative behaviors:

Balance-of-power theory claims to explain a res(tlhe

recurrent formation of balances of power), whichynmot

accord with the intentions of any of the units wiha@sctions
combine to produce a result. To contrive and mairddalance
may be the aim of one or more states, but themagaay not
be. According to the theory, balances of power temdorm

whether some or all states consciously aim to #shaland
maintain a balance, or whether some or all states far

universal domination (WALTZ, 1979, p. 119).

The last sentence of the quotation above shows dlsabrding to Waltz
(1979), balances of power tend to form even ifestato not use balancing as a
policy, that is, even if their actions do not aimachieve equilibrium, but rather,
the domination of other players in the system. Thuss incorrect to say that
Waltz predicts that states "will balance" in thense that the theory does not
presuppose a necessary state behavior, but a ertwwystemic result which is
derived from a set of actions by the units. Andsthactions are underspecified by
this author.

In this sense, Martin (1999) makes another importamark for the
purpose of this dissertation. She argues that tmusion between systemic
theories and theories that deal with the behavidghe units caused a fundamental
deficiency in the theories that Nexon (2009) woaoddl theories of balancing,
namely: behaviors that could be characterized snbiag policies have rarely

been specified. Assuming that states tend to baland that balances of power
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tend to form, scholars tried to test to what extates balance without specifying
adequately what kind of behavior could be framethe@concept.

According to Martin (1999, 2003), we must considbat balancing
policies do not necessarily result in systemic dgpum, i.e. balancing is not
always efficient. Therefore, the characterizatibram action as balancing cannot
be based on its outcome (equilibrium or not), astaVEl979) seems to do
Moreover, it is possible that actions that are matmally considered balancing
might contribute to the formation of systemic baks Without the previous
study of the behaviors that may be considered balgnanalysts run the risk of
making their analysis irrefutable: this is becatiste result of a studied policy
has not been systemic balance even if the condipecified by the theory were
present, the explanation can always be that theypplirsued was not balancing.

Therefore, when it comes to theories of balancthg, question of how
equilibrium is produced must be brought to the eenf analysis. Those theories
should develop on the types of unit behavior that at producing systemic
equilibrium and/or that could result in it. Howeyer what follows, | will try to
demonstrate that the theories that have tried &acherize behaviors that could
be called balancing suffer from a lacuna in theseahat they focus on external
balancing (i.e. the formation of alliances) as aanseto produce systemic

equilibrium to the detriment of internal balancim@ctices.

2.2.2
Balance of power as policy

In search for policies that could be identified kedancing, a review of
classical works shows an indisputable emphasis xterreal balancing to the
detriment of internal efforts. That is shown by thkkowing quotation:

The balance of power is aptly characterized asaléiance
system. States struggling for what they regard @sogriate
places in the distribution of power discover readihough that
they can enhance their power not only by the ‘radtumethod
of building up their resources, but also by anifiaral’ method
of linking themselves to the strength of otheredatndeed, this

® This point will be better developed later.
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is the only method available to the bulk of stateshe actual
circumstances of modern history. Small states alslyocannot
hope individually to balance, much less over-badanibheir

great power neighbors; the only active course dpethem in

the quest for security within a balance of powestam is to
seek a position in a grouping of states which, ictemed as a
collectivity, assumes the role of a major partigipan the

struggle for power. The alliance technique is mbtcourse, a
monopoly of weak states. The making, breaking, shiffing of

alliances ties is a central feature of the proocdéssaneuvering
for position which is the essence of the interragration of a
balance of power system (CLAUDE JR., 1969, p.e88phasis
added by the author).

In the same sense, Morgenthau (1965) — in spitackhowledging the
importance of internal efforts such as armamentéd4ups that derive from
armaments races between two countries — states“Tiat historically most
important manifestation of the balance of powenvéeer, is to be found not in
the equilibrium of two isolated nations but in tiedations between one nation or
alliance of nations and another alliance” (p. 181).

In turn, when discussing classical works that dgyetl on the balance of
power concept as a policy, Sheehan (1996) dividedraditional techniques used
by states to achieve equilibrium in those useduitdbup one’s own power and
those employed as an attempt to weaken or dimitieh adversary. The
techniques discussed by the author include, firstlpthe formation of alliances,
which are thought of as the critical link, in bdtreory and practice, between the
actions and policies of individual states and therall results for the system
(SHEEHAN, 1996, p. 59).

A second technique explored by the author is wheeSan (1996) states
that the majority of balance of power authors coeisthat war can be used as an
instrument to achieve balance, which is the sam® aay that equilibrium does
not guarantee peace: it can save the system araitbeomy of the unities, but it

cannot prevent Wajf%

1% Morgenthau (1965), however, is not clear on thainp at the same time that he states that
balance of power is a mechanism to prevent waal$w claims that preventive wars are fought in
the name of balance of power maintenance. Claudd 985) explains that, in general, the belief
that equilibrium produces peace derives from thdewstanding that the lack of certainty of victory
has a deterrent effect on possible initiators ofrswaBut if deterrence is a psychological
phenomenon, subjective facts matter in additiothéoobjective distribution of power. Therefore,
according to Claude Jr., the weak will seek wahefshe believe the stronger’s intentions are
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A third technique consists in abandoning an allfoteehis total victory,
what would prevent him from becoming too powerflherefore, at this point
Sheehan (1996) seems to imply that there is amaopti amount of power to be
acquired by an ally so that equilibrium is restored

In turn, the forth technique can only be pursuedhayso called “holder of
the balance” an actor who changes its allegianoeording to the current
distribution of power, allying itself to the wealainst the strong. Sheehan (1996)
shows the controversy surrounding the role of tbkeldr of the balance, since
some scholars strongly support the idea that foalance to be achieved a state
needs to be concerned about it and act in a way establish equilibrium, but, on
the other hand, supporters of a more automatic wkthe theory do not agree
with the very existence of a balancer tdle

A final technique would be the patrtition of terrgcand compensation, by
which minor states lose territory to a great pos@as to re-establish equilibrium
in the system. An example of this would be theipant of Germany after the Il
World War. According to Sheehan (1996), the mayjaritscholars thinks that this
technigue does not contradict balance of power gmynaim which is to preserve
the system of states and not the identity of iitsti

As can be noticed by the discussion above, the amsms highlighted by
Sheehan (1996) as strategies used by states togtstiréghemselves involve
individual efforts, what is related to the conceptinternal balancing since the
latter also implies individual and not collectivetians. However, none of the
frequently cited techniques of self-empowermentettgys on the idea ohternal

efforts. An exception to this among the classic8udl (1977), who, as Waltz

aggressive. Then, for him, mistrust is not direcéeminst power per se but against particular
holders of power.

' In addition, Organski and Kugler (1980) denourftat the role attributed to the holder of the
balance is very close to the domination of the esyistsince this actor, in theory, could almost
determine the fate of the system. So, these schotdicize the conception that so much power in
the hands of a unit is viewed as a stabilizingdadince it is in contradiction to the theory
prediction that concentrations of power should W& ded for being dangerous.

12 according to Bull (1977), the chief function ofetlbalance of power is not to preserve peace or
the identity of each unit, but the system of statieslf. In this sense, it is part of the logicthé
balance of power that the needs of the dominarhnisals must take precedence over those
subordinate balances. For him, if aggrandizemesttbdake place, it is better that it will not be
derived from the union of the strong. In his ownré& “The partition of Poland was not a
departure from the principle of balance of powerdruapplication of it” (p. 108).
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(1979), argues that in a simple balance of powamn(&d by two actors) internal
efforts are the sole option to achieve equilibrium.

Bull (1977) argues that the meaning of internabe$f changed during the
centuries: in the 8century those efforts involved the expansion afttey and
population, in the 19 century the development of ones’ industry and tamii
organization, and in the 20century the improvement of ones’ military
technology.

In what regards Waltz's (1979) work, one can alsw freference to
internal efforts, and, in contrast to Bull (1978)e former actually employs the
term internal balancing. When formulating his bakarof power theory, Waltz
(1979) stated the conditions for the emergence ydtemic balances: the
coexistence of two or more actors in an anarchstesy in which the prerogative
of using force in defense of self-interests was aenied to the parties. As |
argued in the previous section, this is a systdimory that seeks to explain a
result seen by the author as frequent in the iatemal system. In this sense,
Waltz (1979) assigns to anarchy the explanatiortferformation of balances of
power. Nonetheless, Waltz (1979) mentions only flyrithe mechanisms that
could be used by states to achieve the result stesyc equilibrium: internal
balancing and external balancing.

External balancing, Waltz’'s main focus (1979), isderstood as the
formation of alliances that results in the prodoctof a balance of power between
the poles of a system. In this sense, the interitiddalance does not matter so that
an alliance is considered by this author an exaroplexternal balancing, but
rather the concrete production of equilibrium (p81123).

In turn, according to Waltz (1979), internal baliagcis equivalent to
improvements within the economic and military calpiéds of a state which result
in equilibrium the international system (p. 118pain, the intention to balance is
not necessary for an action to be considered iatdralancing by this author. In
addition, it should be noted that the mere econorise does not count as
balancing for Waltz. For a state to balance thegyosd a second state, it is not
enough that it acquires the economic conditionsthat, it is necessary that it
effectively transmute this economic potential iditawy capabilities (p. 118-121;
p. 131 and p. 180).


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

39

It is important to note that in order to deduce anaept of internal
balancing from Waltz’s work, it is necessary to @me the claims made by this
author when developing balance of power theory (WAL1979, p. 118-121to
his discussion of the capabilities that make aestat pole, that is, his
considerations on what gives power to units (p.)1BY way of logic deduction
from the theory, to say that two poles reached dabailibrium outcome via
internal balancing, one must first be able to $& both states are poles. And to

appear as a pole, it is necessary that:

States are not placed in the top rank becauseetkss! in one
way or another. Their rank depends on how theyesonall of

the following items: size of population and temjtoresource
endowment, economic capability, military strengpulitical

stability and competence (WALTZ, 1979, p. 131, eagh
added by the author).

From this quote it follows that the economic risethe investment in only
one type of the capacities that characterize a, p@leot enough so that we could
say that a state advances its position in the ysitderefore, neither could we
say, in Waltz's terms, that a state that only risesnomically is pursuing the
behavior of internal balancing.

Furthermore, the claim that internal balancing mexgu more than
economic efforts is also based on Waltz’s discussio the prospects for the rise
of new poles through internal efforts. At this foithis author emphasizes the
difficulties involved in systemic change in facetbé high investments required
for the development and acquisition of modern weapmystems, making it clear
that military power remains, in his view, the firsabiter of international relations
(p. 180-183). Finally, given that the material daipes whose distribution

13 “A balance-of-power theory, properly stated, begirith assumptions about states: They are
unitary actors who, at a minimum, seek their owasprvation and, at a maximum, drive for
universal domination. States, or those who actlem, try in more or less sensible ways to use
the means available in order to achieve the endseww. Those means fall into two categories:
internal efforts (moves to increase economic cdipgbio increase military strength, to develop
clever strategies) and external efforts (movesttengthen and enlarge one’s own alliance or to
weaken and shrink an opposing one). (...) The thetrgn, is built up from the assumed
motivations of states and the actions that cornedjgo them. It describes the constraints that arise
from the system that those actions produce, amuditates the expected outcome: namely, the
formation of balances of power. Balance-of-poweeotly is microtheory precisely in the
economist’s sense. The system, like a market in@woics, is made by the actions and interactions
of units, and the theory is based on assumptioastabeir behavior” (WALTZ, 1979, p. 118).
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characterizes the international structure accordmmyValtz do not only refer to
economic capacity, but mostly to military arsen@ds 180), it is clear that the
equilibrium between different countries’ capabégiwould not be achieved only
with economic efforts.

In spite of the fact that Waltz (1979) elaboratedtioe notion of internal
balancing, the concept remained underdevelopeds Bhidue to the fact that
Waltz neglected the analysis of examples of intebaéancing so that one does
not find enough categories that could guide submstgworks in identifying
concrete instances of internal balancing. The seonéd be said about the works
that followed Waltz's 1979 book, which focused ntgion external balancing,
mentioning only briefly internal efforts.

For instance, according to Randall Schweller (quiateNEXON, 2009),
balancing involves the creation or aggregation ditamy power through internal
mobilization (internal balancing) or the formatiohalliances (external balancing)
with the goal of preventing or stopping a terriadbroccupation or military or
political domination by a state or coalition. Ingtcase, balancing is limited to
circumstances in which states fear being subjugatditically or losing territory
or when their vital interests are adversely afféctand this results in the
positioning of military arsenals against each othgareparation for war (p. 341).

In this sense, though Schweller is akin to Waltzwhat regards the
argument that there is a close relationship betveaégrnal balancing and military
means, he distances himself from Waltz by not a®rsig the production of a
systemic equilibrium as a criterion to charactedmreaction as external balancing
or not“. In addition, despite the fact that Schweller @92997) contemplates
internal efforts in his theory as did Waltz (197Bis main goal was not to talk
about internal balancing, but to compare the fraqueof the behaviors of
external balancing and bandwagon.

It must be noticed that current discussions onttipéc of balancing tend
not to concentrate on the dyadic relation betwaégrmal and external balancing.

Nowadays, scholars differ in what comes to the mehat must be used so that

1 In relation to this point, Kaufman, Little and Wigtth (2007) distinguish dyadic balancing
(which refers to policies to contain any threatgnimctors) from systemic balancing (which
corresponds to policies aimed at preventing thee afsa hegemon or at containing a hegemon that
has already ascended).
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an action is described as balancing, if militarynot. This controversy can be
traced to the fall of the Berlin Wall in 1989 artetdissolution of the USSR in
1991, when International Relations scholars begatutl on the type of systemic
configuration that was emerging at that time, a#l a® on the prospects of its
durability. Such a debate would last throughout 1880s. During this period,
realists like Layne (1993), Wohlforth (1999) andafthammer (1990) agreed that
unipolarity characterized the post-Cold War intéioral structure, the U.S. being
the sole remaining superpower. However, they desjabout the prospects for
the duration of this structure. For example, La{#93) characterized unipolarity
as an ephemeral structure, as a moment, a geogbiitterlude that would lead to
multipolarity between 2000 and 2010. This is beeatsr this author, systemic
constraints lead other states to balance U.S. psavdrat new superpowers would
inevitably emerge. Additionally, the phenomenoniraperial overstretch would
probably operate and the U.S. would lose econonyicamhism in face of
increasing and excessive spending on defense.

On the other hand, Krauthammer (1990) and Wohlf¢(1899) defended
the possibility that the unipolar system would .|a3te latter justified his position
based on the argument that contemporary unipol&itynprecedented: for the
first time the concentration of power in a polesysnmetrical. In other words, the
U.S. scored well in all material requirements ofwpa territory, population,
economy, military, technology, etc. Thus, the owenmng of such a concentration
of power would require a lot of time and resourddereover, the transformation
of the unipolar system through the formation oifeaites to balance the American
power would be difficult because of the possibilifyat the U.S. explores
collective action problems among potential alliEgally, the operation of the
phenomenon of imperial overstretch is delayed iewviof the geographical
position of the great power candidates and the lo.gis sense, the very location
of the U.S. contributes to lower defense spending;e this country is protected
by two oceans, which hinders the access of poteatiersaries to its territory.
Moreover, power candidates are located in Euras@d &ecause of that, the
dynamics of regional balancing hampers possiblengits of global power
projection: any attempt by a regional power to ksmuld probably be contained
regionally, without the U.S. having to expend reses in this process
(WOHLFORTH, 1999).
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The above discussion on the topic of unipolaritglemvent some major
changes in the years 2000s. Scholars who havedbtedying the subject are now
divided into two main groups (LAYNE, 2006b). Thesti group is composed of
theorists who argue that the phenomenon of balgncas taken new forms. In
that sense, to Layne (2006a, 2006b), balancingnagdne U.S. is already in
progress, i.e., the period after the end of thed@ghr is not an exception to the
prediction that large concentrations of power istate will lead to balancing by
other states in the position to do so. However féoe that the systemic result of
states actions was not the equilibrium of poweth@ international system has
hindered the recognition of balancing practiceschSuecognition was also
obstructed by a narrow concept of balancing.

Thus, in an attempt to contribute to the debateutlbloe presence or
absence of balancing in the current internatiorystesn, scholars like Layne
(2006b) and Pape (2005) advocate the need to reteweoncept of balancing.
According to Layne (2006b), the definition of batarg as a military response in
face of an existential threat would be insufficianbrder to grasp the geopolitical
dynamics in an era of U.S. hegemony. Due to theniftable hard power
capabilities of the U.S., other states would findifficult and possibly dangerous
to engage in traditional counterbalancing (hardabeihg). In a unipolar world,
power candidates would have to adapt to U.S. heggmad pursue balancing
strategies that avoid direct military confrontatieith the hegemon.

In this context, new ways of balancing would haweesed in view of a
surviving and current hegemon (in contrast to hegemandidates faced in the
past). An example of these new ways of balancinglaevbe soft balancing, which
for Layne (2006b) involves the use of diplomacyeinational institutions and
international law to embarrass and delegitimizeati®ns of the hegemon. Other
examples are: terrorism, opaque balancing (balgnai@ economic growth) and
semi-hard balancirg (balancing by creating subsidies that lead to rmartoy in
relation to the U.S. when it comes to security és3yLAYNE, 2006a).

'3 |n an article published after the bo®dke peace of illusions (LAYNE, 2006a), Layne (2006b)
addresses more closely the concept of semi-haahtialy, giving it a new name: leash-slipping.
Under this form of balancing, the states do not feging attacked by the hegemon, but enhance
their military capabilities to maximize their alblito conduct an independent foreign policy.
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In turn, according to Paul, Wirtz and Fortmann @0®alancing refers to
any sort of behavior that seeks to reduce or mtttelrcapabilities of a powerful
state or any threatening actors. In this sensegethathors highlight three types of
balancing behaviohard balancing, soft balancing andasymmetric balancing.

Paul, Wirtz and Fortmann (2004) use Schweller'snitedn (quoted in
NEXON, 2009) to establish their concept of hard ahaing, which is
characterized as the use of military means to evuwital threats from other
states. On the other hand, soft balancing is defeme a sort of tacit balancing
against a common threat. It does not include tleatmn of formal military
alliances, but it involves security understandirggween states in order to
balance common opposing powers. Examples of stdhbag would be: limited
increases in military arsenals, ad hoc joint mijitaxercises and the collaboration
within international institutions to try to contdine dominant state’s projection of
power.

Finally, Paul, Wirtz and Fortmann (2004) argue #mtmmetric balancing
refers to a state's attempt to contain non-statesaand their state supporters who
threaten the lives of the citizens of the firstestdut who do not pose a real threat
to this state’s political survival as an indepertdamt or to the maintenance of its
position in the international system. It also refer efforts by non-state actors and
their supporters to challenge states.

It should be emphasized that the concept of sddinsang was the one that
attracted the most of unipolarity scholars’ attemtibut scholars that deal with
this topic have different understandings regardivitat means to employ soft
balancing. Nexon (2009) explains that the propanesitthe concept of soft
balancing sometimes differentiate this concept fitard balancing based on the
idea that soft balancers use means other tharargifiorce to ensure their safety.
Other times, scholars argue that soft balancing inaalve military means to
frustrate the security goals of adversaries andaedhe systemic imbalance in
the long term, but that these means are not ugedtlyi against an adversary's
arsenals. In this sense, an often cited examefobalancing involve the actions
of Russia, France and Germany in the UN SecuritynCib to try to prevent the
American incursion in Iraq in 2003. At that timey direct military means were
involved. On the other hand, an also frequentlgdciexample of soft balancing is

the Turkish decision not to permit U.S. accessatalImilitary bases located in
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Turkey during the Iraq Watr. In this case, a miljtarean is involved (land bases),
but it was not used directly against the Americancés.

In addition to the discussions over the meaningodif balancing, it is also
important to note the debate on the reasons wtg/ gghenomenon allegedly
emerged. As Layne (2006b), Pape (2005) had triemutiine the reasons for the
higher occurrence of this behavior to the detrim@ntraditional balancing. For
the latter, internal hard balancing (the incremehtthe military actives of a
country) is not feasible during unipolarity due tiee high individual costs
involved and the risk of attracting a focused rigactfrom the unipolar power. As
for external hard balancing (the formation of nailit alliances), this behavior is
hampered by collective action problems. For exidnaed balancing to take place,
it should emerge in one shot. This is due to tloé tfzat, if states join a balancing
movement gradually, the alliance in question witertually face the unipolar
power without enough capabilities to do so. The ement would then be
undermined in its origin. Therefore, states willgage in primary stages of
balancing such as soft balancing instead of halkhbeng.

Pape (2005) acknowledges that soft balarf€idges not directly challenge
U.S. military power, but says that it delays thereise of that power and imposes
immediate costs and constraints for its use. Int&dd the author states that the
continued pursuit of an aggressive and unilateadiional security policy by the
United States will result in increased soft balagcin turn, the reiterated exercise
of soft balancing would gradually evolve to hardabaing, since soft balancing
sets the trust foundations that will enable haddrdm@ang in the future.

On the other hand, there is a second group of igtsovho repudiate the
idea that the concept of balancing has been tramsfih For instance, Nexon
(2009) argues that better than to separate bethaehand soft balancing may be
to explore various strategies used by states #mbal balancing being understood
generally as the search to reduce security defithss is because, according to
this author, the difference between hard and satifzing is not one déind but
of degree.

In turn, the concept of soft balancing was mucherta@rshly criticized by

authors such as Brooks and Wohlforth (2005) whaiarthat expanding the

'8 To Pape (2005), soft balancing is equivalent iagison-military tools to delay, frustrate and
weaken aggressive and unilateral military poligassued by the United States.
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concept of balancing to include efforts other thiam increase in military arsenals
and the formation of military alliances can leadhtsituation in which the concept
will refer to a phenomenon totally different frorhet original. In this sense,
analyzing the concept of soft balancing, Brooks ®hwhlforth (2005) argue that
for the new concept to explain behavioral instanmegmrded as soft balancing it
would be necessary, first of all, that the actimasried out by the supposed
balancers were connected to the concentration wepin the U.S.; second, to
count as soft balancing, it is essential that kafan actions were taken in
response to the perception that the concentrafipower in the U.S. is a threat to
the safety of those who balance. In other wordseibgaging in soft balancing
measures, states should have the expectation siraonthe threat posed by the
U.S. and that the result of such constraint woadheir own safety.

Examining some of the cases most frequently cie@xamples of soft
balancing — Russia's support for the Iranian nugwagram, Russia's strategic
alliances with India and China, the increased aryitcoordination among EU
members, and the opposition of Russia, France amoh&y to the Il Gulf War —
Brooks and Wohlforth (2005) confront the explanatimsed on soft balancing to
alternative explanations which were not considdogdthe proponents of this
concept. According to these authors, the menticatéeinpts to constrain U.S.
behavior can be explained by the following fact@sonomic interest, regional
security concerns, disagreements about the bestigmlto solve specific
international problems and domestic political irtoezs. In short, in none of these
cases anti-American behavior was motivated by aatgreperceived threat
emerging from that country. Nor was it intendeddiminish the U.S. ability to
prevail over other powers. Therefore, Brooks anchiféoth (2005) conclude that
the concept of soft balancing is not adequate fa@x the often cited examples
of this supposedly new way of balancing. The céseshich it is usually applied
are equivalent to instances of bargaining and afarizing.

It should be noted that Brooks and Wohlforth (20&¢%) part of a group of
theorists who, not only are contrary to the modiiicn of the concept, but also
assert that balancing does not take place nowattagther words, these theorists
try to deal with what appears to be an anomaleiation to the prediction of the
balance of power theory that the international eaystends towards equilibrium

and that concentrations of power tend to be temmporBrom this position,
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emerges a second debate within International Relstiheory over the following
guestion: what are the possible repercussionseoptbsent lack of balancing and
the resulting longevity of unipolarity for the bat® of power theory and the
realist research program?

In this context of balance of power theory questign Kaufman and
Wohlforth (2007) and Wohlfortlet al. (2007) undertook a series of tests of this
theory in the face of previous international systefhese tests were motivated by
the following question: can the dynamics of balamfepower transform the
current unipolar system? To find possible answies,authors analyzed the rise
and fall of previous unipolar systems in order trify the operation of the
predictions of the balance of power theory. Inggging the rise and fall of the
Assyrian Empire (historical events that took plasetween 900-600 BC),
Kaufman and Wohlforth (2007) stress that two vdeslwould be central to the
understanding of that process of systemic chang&ly there is what the authors
call social technology. Initially, the Assyrians were unable to manageirth
conquests, losing them in a short time. The reVexfsthis situation was due not
only to Assyrian war forces, but to the developmefta bureaucracy to
administer the conquered territories. Second, titeoas point out the variable
size of the system. If the administrative advances have made posdite
Assyrian empire, it was the expansion of the iraBamal system of reference,
and not the dynamics of balance of power, the Biggause of their decline.
Actors who were not part of the system clashed wilsyria, exhausting their
resources.

Briefly, in opposition to balancing predicted byetlbalance of power
theory as the cause of transformation of unipolgstesns, Kaufman and
Wohlforth (2007) maintain that the final collapse Assyria is more properly
understood as resulting from the classical effettenperial overstretch. As the
Assyrian population engaged in non-productive joltkhe cities and the rural part
became less populated, the empire came to deperahsgingly on taxation for the
provision of food. The lack of local food suppliesulted in the inability to feed
troops.

Thus, the authors sustain that the causal variabiesystemic change
pointed out by Gilpin (2002) explain the Assyriamse better than those
introduced by Waltz in 1979 (KAUFMAN; WOHLFORTH, Q@). They
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conclude that although one of the predictions d@t@e of power theory follows
(states often balance against emerging systemsat$); balancing, in this case,
was inevitably slow and inefficient.

In the same sense, Wohlfortet al. (2007) suggest the following
theoretical propositions contrary to balance of eowheory as a source of
explanation for systemic change (or the transitiom balance to hegemony):

1. Efforts to form effective alliances will fail dueo tproblems of

collective action (external balancing will be unsessful);

2. Domestic political obstacles prevent the emulatbrinnovations

made by the potential hegemon to accumulate poiwwearial balancing

will not happen), and

3. Uncertainties as to the power that places the gse#treat hamper

efforts of balancing.

Given these obstacles to balancing, hegemony gstansic result would
be something common in previous international systebeing likely under two
historical conditions:

1. When potential hegemons develop the ability to fipocate and

effectively manage the conquered territories, and

2. When the boundaries of the international systemredérence

remain stable and no major power from another systéerferes within it

(WOHLFORTHet al., 2007).

After testing these theoretical propositions inheiglifferent historical
circumstances (the Assyrian case presented abavg bee of them), the authors
state that balancing occurs, and that it can bangortant phenomenon, but its
effects are minimized by collective action problgMSOHLFORTHet al., 2007).

At first glance, the works of Wohlfortkt al. (2007) and Kaufman and
Wohlforth (2007) would suggest that unipolar systeane not transformed by
means of balancing. However, my understanding a$ these authors give not
enough attention to the study of change througkrmal balancing. What is
signalized by the works of these scholars is tloe ffaat alliances seem to have
been historically ineffective in producing systenialance. In other words, the
attempt to carry out external balancing seems te Hailed to produce change

internationally.
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Nevertheless, it is argued here that the processtefmal balancing has
not been discarded by the mentioned studies asraesof international political
change. This is because the dynamics of internlainbag is inserted into the
only variable pointed by those scholars as the ecafisnternational change that
can be transported without any mediation to thdystf change in contemporary
international systems, namely: imperial overstret®y pointing out that
international systems change due to the occurrehdemestic changes cited by
Gilpin (2002) as factors influencing the rise dtss in the system, Kaufman and
Wohlforth (2007) seem to disregard that the chamgéise domestic sphere are at
least precursors of balancing. These changes @dkiel material foundation that
enables the improvement of the military capabditief a state. Thus, if not
balancing behavior, the domestic factors pointet mu Gilpin (2002) as the
causes of international change can at least bease#re conditions of possibility
for a systemic change through internal balancirfgusT my understanding is that
internal balancing is a process that may lead @ngé in the distribution of
capabilities within the international system.

On the other hand, the fact that external balandimgs not seem to have
succeeded in transforming previous unipolar systeoes not allow us to discard
balance of power theory completely in analyzingteoporary unipolar systems.
At this point, the issue of the refutation of thesrmust be discussed. In other
words, the important question is: did works like Mforth et al. (2007) refute the
balance of power theory? To answer yes to thattmuesould be the same as
assuming that the contrast with reality would b&e db disprove a theory. As |
intend to argue, this position would be contrary ttee epistemological
understandings of Neorealism or at least of Wdl@97), an author who greatly
influences the views on formulating and testingoties advocated in this
dissertation.

The issue of the possible refutation of Neoreahgas widely discussed
among authors self-considered realists like Wdl897), Schweller (1997), Walt
(1997) and Elman and Elman (1997) in response taréiole published by
Vasquez (1997) inThe American Political Science Review. In this article,
Vasquez (1997) analyzed the realist research progra what regards its
progressive or degenerative character in Imre loskaerms. Vasquez (1997)
evaluated the works of Walt (1990) and Schwell&9d) about balancing and
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bandwagon and Christensen and Snyder’'s (1990) workbuck-passing and
chain-ganging to ascertain whether they would logn@ssive in relation to Waltz
(1979).

It is worth noting that the test conducted by Vasq(1997) has the merit
of analyzing the realist research program basecritgria that would be accepted
by Waltz himself (1979), since this author is cheanfluenced by Imre Lakatos.
For Waltz, theories are a set of statements dedigmexplain laws, and the aim
of his work was to explain the law that determitiessformation of balances in the
international system. Thus, Vasquez (1997) proptssswe understand Waltz's
theory as belonging to a realist research prograuagurated by Morgenthau. In
other words, the balance of power theory introduaegiliary hypotheses to
Morgenthau's realist program. For Vasquez, thesgothgses would be the
following: the prediction that the balance of povw&mot necessarily related to
peace (wars can be undertaken to ensure that theckais achieved or that it
endures), the explanation that the balance is fdrbexause of anarchy and not
due to the ability of decision makers, and the jotexh that balancing is more
frequent than bandwagon.

Then, Vasquez (1997) analyzes to what extent sulesgqvorks result in
progress for the realist research program, thatoisyhat extent these works
account for everything explained by earlier themrieithout denying the hard
core of realism (the assumptions common to all lschaself-considered realists)
and also contributing to the understanding of naets in international relations.
For Vasquez (1997), Lakatos’ requirement that tadesidered progressive the
later theory must produce an empirical surplus dkerprevious theory implies
that the subsequent theory should be able to exptere than an anomaly
between reality and its predecessor: it must refaas unknown to scholars in
the field.

According to Vasquez (1997), the realist researcbgnqam presents
features of degeneration. He argues that workshwioiblowed Waltz (1979) have
produced a series of ad hoc hypotheses that deadtus to discover new facts
about international relations. In contrast, thessumptions would only seal
realism from the possibility of refutation sincepaogite trends predicted by the
theories (balancing and non-balancing) would becparé of the same research

program.
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In response to Vasquez (1997), Schweller (1997) Entan and Elman
(1997) criticize the way that author uses the ustdedings of Imre Lakatos to
assess the realist program. In addition, accortinglman and Elman (1997),
Vasquez (1997) misunderstands the realist resgaogiam and ends up equating
realism to the balance of power theory of Waltz7@)9 One would have to
specify each of the terms of Lakatos in realismtlsat this theory could be
evaluated according to this scholar’s terms: whahe hard core, which are the
auxiliary hypotheses and what are the positive ragghtive heuristics within the
realist research program? Accordingly, Vasquezdih identifying the hard core
of realism, which is not comprised by Waltz's theobut by some basic
assumptionts, from which arise different theories.

According to Lakatos, it is common that differeftedries within a
research program state different predictions. T&islue to the fact that these
theories share the same hard core, but producerefitf auxiliary hypotheses to
protect the common core. Thus, the fact that Gigid Waltz predict different
behaviors does not signal the degenerative charaaftethe program, this
phenomenon being something acknowledged by LaWlataself. For example,
the consideration of different auxiliary hypothesasgh as "states struggle to
ensure their survival and to not lose their positigdefended by defensive
realists) or "states guarantee their survival bxima&ing power" (proposed by
offensive realists) has an impact on the state\betspredicted by each brand of
realism. Thus, balancing would not be the only [tezh consistent with this
research program (ELMAN; ELMAN, 1997, p. 924-925).

For Schweller (1997), the problem with realism vebnbt be the plurality
of predictions, but the fact that realists needspecify the conditions for the
application of their theories. For example, acaogdbp this author, his own theory
would work in face of unsatisfied and non-threatesttes and Waltz's theory

7 According to Schweller (1997, p. 927), such asgionp would be: humans face it other
primarily as groups and not as individuals, intéoval relations occur in an anarchic
environment, power is the fundamental feature tdrimational politics, the nature of international
relations is conflictive, humans cannot transceodflict by reason, politics is not a function of
ethics (morality is a product of power, when mdyalnd necessity of state conflict, the latter
always wins). As for ElIman and Elman (1997, p. 924§ core would be comprised by the
following assumptions: the international environménanarchic, states act in a self-interested
way, survival is the primary interest, the statesthe main actors of international relations,estat
are concerned with power capabilities, states choosre cost-effective strategies, states evaluate
their options based on their strategic situatioth e external environment.
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would work for threatened states. In addition, Seltev (p. 927) suggests that the
production that followed Waltz (1979) is not intexldto refute his work. In fact,
the subsequent works are intended to add varidildesthe unit level to Waltz's
theory, in order to transform it into a theory ofdign policy.

In tune with Schweller’'s (1997) last point, it isgaed here that Vasquez
(1997) was mistaken when choosing the theoriesetéebted, mixing systemic
theory with foreign policy theories. In other wordisis not possible to say that
the theories produced by Walt (1987), Schwellerdf)9and Christensen and
Snyder (1990) step forward or backwards in relatorWwaltz (1979). This is
because these theories have different goals: widtemic theory seeks to explain
a systemic result, theories of balancing aim tdarphe behavior of states, i.e.,
the latter are theories that are close to foreighicp theories rather than to
systemic theories.

Waltz himself (1997) responded to Vasquez (1997pkmws:

| see 'balance of threat' not as the name of atheary but as
part of a description of how makers of foreign pglithink
when making alliance decisions (...) In moving from
international-politicaltheory to foreign-policyapplication one
has to consider such matter as statesmen’s assgssioie
threats, but they do not thereby become part ofthieory.
Forcing more empirical content into a theory woutdly
amount to a 'regressive theory shift'. It wouldntar general
theory into a particular explanation. Vasquez, &valt, have
unfortunately taken the imaginative applicatioragheory to be
the creation of a new one (WALTZ, 1997, p. 916).

Although Waltz (1997) denies the character of tietar the literature
assessed by Vasquez (1997), the author would agtiee¢his chapter’'s argument
that such literature attempted to operationalizgystemic theory in explanations
of specific foreign policies. In this sense, thegaks are not attempts to refute
the theory fashioned by Waltz (1979) and therefoyald not be evaluated as
such.

Finally, 1 disagree with the way Vasquez (1997) &@uhroeder (1994)
understand the testing of theories. | argue heat the alleged discrepancy
between theory and reality is not enough to abaradtreory that deals with the
concept of balance of power. At this point, | rely Waltz (1997) himself who is
inspired by Lakatos to develop his views on thgettbWaltz (1997) argues that
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the test carried out by Vasquez was positivisthet the latter author distanced
himself from the ideas of Lakatos and came clostheéodeas of Popper. This is
because Vasquez (1997) and Schroeder (1994) beletethe observation of

behavior contrary to balancing could falsify bakanaf power theory. In this

sense, although Vasquez states to be influenceldakgtos, his test of realism
follows Popper's views — for whom the contrast et empirics and theory
would be sufficient for the falsification of a thgo- and distances himself from
Lakatos — for whom empirics alone could never falaitheory.

In this sense, admittedly inspired by Lakatos, WE1997) points out that
falsification by contrasting theory and reality dads on how the scholar
pursuing the test interprets the words of a themy also the evidence allegedly
contrary to it. This is because there are no famtependent of theories, that is,
the facts themselves are interpreted through the peovided by theory. Thus,
Waltz (1997, p. 916) believes the most importard@sgion is not whether a theory
is true or false (given that such verification wibubt be possible), but if a theory
is worthy of being taken seriously.

Accordingly, | argue that Waltz’'s version of theldvace of power theory
should be taken seriously not because it is moreecbor the one closest to the
operation of the real world, but because it prosidategories which are useful for
making sense of reality, such as balancing, pglarid the very notion of change
that informs this dissertation. In this regard, Kigm (1995) argues that structural
realism has heuristic value to the extent thatliteeature he analyzes — a set of
works that add domestic variables in the analykisternational politics — is the
result of issues raised by authors influenced bggmies of analysis provided by
structural realism, but that could not be answéredly neo-realism were used.

Kapstein (1995) states that the failure to solvebjgms does not
necessarily lead to the abandonment of a theotkieAry is only abandoned when
another is put in its place. And for that, the n#wory should explain the
observations explained by the previous and genemtefacts, i.e., it should shed
light on phenomena not previously known. In otherds, it is not empirical
evidence that refutes a theory, but another thedtgo-realism remains
influencing scholars of the balance of power beeaile decision to forgo a

paradigm is always accompanied by the decisiorde@ a new one (p. 774).
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With regard to the debate on the possible refutabbWaltz’'s version of
the balance of power theory, | place myself amdruge who believe that it has
not been refuted, given the above narrated undhetisig. that empirical evidence
alone is never sufficient to rule out a theory. §halthough | disagree with the
assertion that the theory has been refuted, I\melikat it lacks a more detailed
formulation with regard to the concept of interbalancing, which was relegated
to a place of secondary importance by balance wepacholars. Although in the
original formulation of his theory Waltz (1979) hadicted internal balancing as
a means to achieve systemic equilibrium, as | tteedhow, such behavior was
rarely specified by him or by most of the scholal® were inspired by his work.
As discussed above, this literature was mainly eored with external balancing
and the dynamics of alliance formation (WALT, 199CHWELLER, 1997;
CHRISTENSEN; SNYDER, 1990).

Nonetheless, some few works dealing specificalljhwhe concept of
internal balancing have emerged. The following isectwill discuss the

contributions fashioned by these scholars.

2.3

Internal Balancing

The literature on internal balancing, to be revidwethis section, focused
until now on explaining why this behavior occutsstiould be noted that the few
scholars that concentrated on the topic differedvirat comes to the level of
analysis in which their independent variables wepated. In this sense, one of
the most comprehensive works on the subject wagewrby Resende-Santos
(2007), who aimed at fashioning a Neorealist theafrynternal balancing. This
scholar starts from the observation that very diffé states end up adopting
similar foreign models when defining their militaoyganization. Therefore, he
assumes that the cause of this behavior cannott&aal, but external.

According to Resende-Santos, balancing can take fmajor forms:
emulation, innovation, countermeasuring, free gdand formal alliance. While
the last two are examples of external balancing,fitst three are examples of

internal balancing (p. 69). Countermeasuring iseusidod by the scholar as a
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quantitative sort of internal balancing which aiatffsetting an increment in an
adversary’'s power pool; it may involve increasesarms, men and finances,
repositioning, redeploying and retooling of forcegganizational rearrangements
or reconfiguring existing methods. On the othercdhannovation and emulation
are considered by the author as qualitative kiridsternal balancing.

The main focus of Resende-Santos’ book is undouibte emulation,
which he defines as “the deliberate imitation by gtate of any aspect of another
state’s military system that bears upon its owritamy} system” (p. 9). Therefore,
it is considered a conscious, voluntary and dediteeact that results in similarity.
However, the author warns that no perfect replicais possible. Also, he admits
that he is most concerned with the process of éioaland not with the effects of
emulation in terms of the effectiveness in war aipied weapons and/or
institutions.

The dependent variable of his theory is statesitamyl organizations,
while the independent variable is the systemic @marand the presence of
external threats. That means that the behaviomuflaion is explained by the
effects of anarchy. Anarchy being characterizedubgertainty and competition,
risk-averse states emulate best military practicesrder to guarantee their own
survival.

Therefore, according to Resende-Santos (2007gsstae called like units
by Neorealism not only because they behave similaut also because they end
up having the same internal organization. In tleissg, “internal balancing is the
avenue through which the system works its orgalizat effects on states” (p.
15). That is to say that there is a connection betwanarchy anstate formation.
This is due to the fact that large scale militanguéation entails changes far
beyond military organization. For instance, the haut mentions that the
improvement of the state capacity to extract fuinds society was necessary to
fully implement and finance the adoption of a masay in Chile, Argentina and
Brazil (the three case-studies carried out by RESEf$ANTOS, 2007).

However, in spite of the importance of the interoalancing process:

This aspect of neorealism is both underdevelopeddoyealists
and overlooked by critics. Neorealists have yeexplicate a
coherent set of propositions about organizatiorfidces of
anarchic realms. | suspect that this underdeveloproé the
theory is the result of the exclusive attentiondpi external
forms of balancing, even though intuitively we esp¢hat
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contending units in self-help realms will turn miginto
internally directed efforts to bolster their relaticompetitive
effectiveness. This study lies at the heart of eam core
logic and does what Waltz failed to do. It elabesaheorealist
theoretical infrastructure, brings greater deteaojn and
specification to its casual framework, and does vdale
remaining faithful to its structural logic and wailt
undermining its economy and elegance. More crlficahy
book shows that Waltzian neorealism — so widelticized as
ahistorical and unable to account for one of itsnmaits of
analysis, does have something useful to say aliatéssand
their historical development. (...) Crossnational itaily
emulation is not just the leading pathway throughicl
military organizations change, develop, and folloammon
trajectories. It is also an avenue through whichcase examine
the historical development of states and their eshar
organizational-technological transformations (RESEN
SANTOS, 2007, p. 16).

In addition to explaining why states emulate, theghar also tries to
predict who will be emulated, as well as to accdontthe fact that the pace of
emulation varies among the various states or wfits system. The states whose
military activities will be emulated are the mosiwerful and successful ones.
The test of which are the best military practickamera is provided by war. So,
even if the system changes in regards to the lbligion of capabilities between
the units, in the absence of a new war, the stdarded as the most successful
will be the one that scored better on the last magr.

On the other hand, the different timings and scajemmulation between
states are explained by the different levels oédhffaced by each state. In turn,
the level of threat is determined by relative raiyt power, geographic assets and
liabilities, offensive capabilities of adversaries)d the availability of external
balancing option$. The difficulty to defend oneself (lack of natutrriers, for
example) and the possession of offensive capasilily an adversary tend to
accelerate internal balancing, while the availabitif external balancing options
tends to delay and slow military emulation.

In short, Resende-Santos (2007) argues that: jargilemulation is the

quickest way to increase power and bolster secarity it is the result of states’

8 Although the author includes variables from bataraf threat theory in a self-declared
Neorealist theory, he excludes intention as a fattat contributes to the level of threat an actor
faces or imposes since, according to him, thistscompatible with Neorealism.
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concern with relative competitive effectivenesssfate’s capacity to meet the
changing requirements of success in the systenggm2ljation is a kind of internal
balancing; 3) the pace of emulation will be detewmi by the timing and scale of
external threats; and 4) states emulate on the bagiroven effectiveness, victory
in war being the measure of military effectiveness.

Another example of a work that deals with this togiColin EIman’s PhD
DissertationThe logic of emulation: the diffusion of military practices in the
international system defended in 1999. Although this scholar does nqileynthe
term internal balancing, his work is in close dgle with Resende-Santos’
ideas® and with Waltz’s balance of power theory.

Elman’'s (1999) dependent variable is states’ reacto the military
practices of other states, the possible resporeiag:no change, off-setting and
emulation. By off-setting the author means to ceundther states' military
practices without coping them. In turn, emulatiowdlves the coping of other
states military practices, in part or in totaliBartial emulation can present itself
as reinvention (the military practice is changedryuthe process of adoption) or
as selective adoption (when only some parts of r@hmilitary practices are
mimicked). In the process of emulation and offisgit it is possible that
innovation (doing something new) and invention &tireg new knowledge) take
place. In turn, diffusion is the term employed bg twuthor to refer to the systemic
outcome of the behavior of emulation (p. 48).

As for the independent variable, the author tests models that aim at
explaining military behavior: Neorealism and an awigational model. For
Neorealism, the important variables would be likelihood of war and the
availability of information about other’s militarypractices.The neorealist model
predicts that the tendency to emulate augmentstivehncrease in the likelihood
of war and the availability of information aboutetmilitary practice. But the

response will also be affected by contextual anatesgic factors such as

% 1n his dissertation, Colin EIman openly acknowlesighe dialogue between his and Resende-
Santos’ ideas. By the time Elman defended his distien, Resende-Santos had already published
a book chapter with a summary of the conceptionsetaleveloped further on his book of 2007:
RESENDE-SANTOS, J. Anarchy and the emulation oftamy systems: military organization and
technology in South-America, 1870-1914. In: FRANKHR. (Ed.). Realism: restatements and
renewal. Frank Class: London, 1996. p. 193-260.


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

57

geography and alliance politics. Finally, it madtaf the innovation creates
opportunities or threats to the state that respdPdctices that offer opportunities
will be emulated and practices that pose a thesad to be off-set. On the other
hand, for organizational theory, the important peledent variable would be the
degree of coincidence between the innovation andmdstic military
organizational preferencesFor this last theory, emulation only happenshi t
foreign military practice is in tune with militagomestic institutions and beliefs.

After analyzing the process of incorporating tatégshe Soviet and the
American armed forces, Elman (1999) argues thah Ibobdels (organizational
theory and neorealism) help to explain states’tr@eado other states' military
practices. “In the short run, if threat levels &® and information unclear, the
organizational model proves most useful. The paabgtreferences of military
actors influence the ways in which states resp8uod.in the long run, especially
as the threat and severity of war increase, ther@@ost model comes into its
own” (p. 97).

Therefore, Elman (1999) seems to claim that theraaist model
eventually works, what points to the confirmatidntims theory. However, the
victory would not be essentially a victory of Wadtzversion of Neorealism.
Elman (1999) argues that the theory he developadwsin many respects. This is
because

(...) there have been very few applications of the-realist
theory to the phenomenon of reaction to other staditary
practices, including the foreign policy choice ahwdation of
utile practices, and the systemic dependent variabtliffusion.
Waltz's Theory of International Politics is largedijent on the
issue, except for one paragraph that includesoagtprediction
of isomorphisr?’ (p. 52).

Nonetheless, Elman (1999) assumes that this thealréacuna can be
filled by subsequent works like his, potentiallynttenstrating the progressiveness
of the neorealist research program, since thosekswvarse of neorealist

0 “The fate of each state depends on its respomsehat other states do. The possibility that
conflict will be conducted by force leads to coni@t in the arts and instruments of force.

Competition produces a tendency toward the samesfetse competitors (...) Contending states
imitate the military innovations contrived by theunitry of greatest capability and ingenuity. And

so the weapons of major contenders, and evengtrategies, begin to look the same all over the
world” (WALTZ, 1979, p. 127).


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

58

assumptions to theorize and make predictions os tuestion would be
heuristically novel.

As for the dialogue between his theory and the wafriResende-Santos
(1996), Elman (1999) acknowledges that the onlgmsive neorealist treatment
of emulation and diffusion is Joao Resende SarRb® dissertation (that would
become a book in 2007). However, ElIman claims tiha&re are important
differences between the two. According to Elmamytllefine differently their
dependent variables: while Resende-Santos unddsstnulation as a sub-set of
internal balancing, Elman (1999) defines emulatisna “sub-set of reactions to
information about other states military practicgs’54). Second, Resende-Santos
focuses on large-scale processes of emulation atdon the adoption of
individual military technologies. Third, Resenden®s sees his theory as a
neorealist “second-image reversed” theory of tlaestwhat implies that he is
concerned with much broader transformations thabhstend military scope.
Finally, EIman (1999) attributes more importancethie event of war since he
predicts that emulation tends to occur during mkriof war when information
about military practices is available (p. 54).

Nevertheless, although Elman (1999) claims that #i®ve cited
differences are substantive, | disagree. Elman qQL98sists calling his object
internal balancing and chooses to restrict his wiorthe treatment of emulation.
In contrast, in spite of the fact that Resende-&a(it996, 2007) promises to talk
about internal balancing, he ends up dealing solatih one of the types of
internal balancing mentioned by him which is emaolat Therefore, Elman (1999)
and Resende-Santos (1996, 2007) are actually spetike same language in the
sense that they focus on very similar sets of b&ido explain the same
phenomenon: emulation of military practices. Theosel and third differences
mentioned by Elman can be considered a methodealbogre for the purposes of
my work: Elman (1999) studies the emulation of éhteque (the employment of
tanks) and Resende-Santos (1996, 2007) is concested broader military
organizational mimics, but this does not alter thet that they both recur to a
systemic theory to explain emulation. Lastly, inavhegards the treatment of war,
in the book published in 2007, Resende-Santoseaiguhasizes the importance of
this phenomenon for the prospects of emulations Thibecause war determines

what a good military practice is and what is ndad,, iit establishes what and who
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will be emulated. However, ElIman (1999) has goomtp Resende-Santos does
not pay enough attention to the availability ofommhation about other states’
military practices as a variable that contributesdetermine if emulation will
happen or not. And this only means that EIman ctamed a variable disregarded
by Resende-Santos, not being enough of a readosatathese two theories as too
distant.

In turn, Taliaferro (2007) aims at fashioning arplexation for internal
balancing that relies on Neoclassical Realismhis $ense, he is motivated by the
observation that states vary in their ability tolmiae domestic resources for
defense even when confronted with the same threhts own words:

Under what circumstances are states more likegntalate the
successful military institutions, governing praesc and
technologies of more powerful states? When conéiamnith

similarly threatening international environmentfyware some
states able to emulate, while other states faddaso? Under
what circumstances will states create entirely nailitary

institutions, practices, and technologies in aorétio offset the
perceived advantages of rival states? Finally, \ehy some
threatened states willing and able to create efficmeans to
extract and mobilize greater resources from theriedies,

while other states will not or cannot? (TALIAFERREZ)07, p.
130).

Taliaferro reviews possible explanations for theéhdwor of internal
balancing derived from the various versions of Real Firstly, he underlines
some points of agreement between a neoclassical aantlassical realist
explanation. He, a self-regarded neoclassicalste@grees with classical realists’
focus on statesmen calculation of relative poweadioon the international arena.
Also, classical and neoclassical realists agreghenassumption that aggregate
economic and potential capabilities are not synauysnwith a state’s actual
power and influence in the international arena, ckassical realists do not assume
that states have similar extractive capacities. éles, Taliaferro (2007) states
that most classical realists did not devote enoagbntion to the practical
problems that leaders encounter in extracting aodilming resources from the
domestic society (p. 139). Moreover, the authaiicizes classical works for the
excessive emphasis on the skills of statesmenenatipng the balance of power to
the detriment of considering external constraimtgoived in the decision to
balance.
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On the other hand, neorealist explanations emphasiernal constraints
and disregard domestic ones in explaining why lzat@noccurs. As Taliaferro
(2007) explains, Waltz’s version of Neorealism workith a single independent
variable: the systemic distribution of power as suead by the number of great
powers (or polarity), making two predictions: (hat balances of power tend to
form, and (2) that states tend to emulate the sstalepractices of others (p. 141).
In this sense, Taliaferro criticizes Neorealism joesenting a “passive military
adaptive” model of the state which assumes thaéstaave unlimited ability to
extract resources from domestic societies and cotivese resources into power.
Thus, according to this author, the original foratidn of Neorealism fashioned
by Waltz “cannot account for variation in rate, gep or extent of military
diffusion or the likelihood that any particular tetawill pursue large-scale
emulation, innovation, or any other internal balagsstrategy” (p. 146).

Accordingly, the works of Resende-Santos (1996,/72@dd Elman (1999)
above described are considered by Taliaferro (2@87pelonging to defensive
realism and not neorealism, since those scholats sadictural variables (the
offense-defense balance and geography) in ordexptain variation in the rate
and scope of emulation. Moreover, in spite of thet that both Resende-Santos
and Elman tried to develop an explanation for thfemént timing and scope of
emulation between the various states of a systemf@rro (2007) is critical of
those works since they fail to examine the domesiitstraints that states face in
responding to systemic imperatives (p. 145-146).

According to Taliaferro (2007), defensive and nabst theories can only
predict that states generally balance, but to éxple type of balancing chosen
by states (if emulation, innovation or no respoatall), one has to include unit
level variables. In his own words: “While systemariables have causal primacy
in shaping states’ external behavior, domestictlevariables intervene to
determine the types of balancing strategies theyilely to pursue” (p. 131).

For neoclassical realism, while external threaeeines that a reaction is
necessary, state power (i.e., the relative abdftyhe state to extract or mobilize
resources from domestic society, determined byinisgtutions of a state, by
nationalism and ideology) shapes the type of imtidbalancing strategies a state is
likely to choose. States that face high externaemability and, at the same time,

have higher extraction and mobilization capacity arore likely to emulate the


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

61

military, governing, and technological practices mbst successful states. In
contrast, states that face high external vulndtglblut are lacking in extraction
and mobilization capacity will have difficulty enating. On the other hand, if a
state faces low external vulnerability and enjoightextraction and mobilization
capacity, the path of innovation is more likelyriremulation. However, if a state
does not face considerable external threats amkd laobilization and extraction
capacity at the same time, the probability of bethulation and innovation
decreases (p. 131-132).

In other wordsexternal vulnerability (which is located at the system’s
level and comprises the relative distribution ofvpo, the offense-defense balance
and geography) is treated asiadependent variable, while state powelwhich is
located at the domestic variable and is determimgdstate institutions, state-
sponsored nationalism and statist ideofdpijs seen as aimtervening variable.
Together the previous variables explain the chdarean internal balancing
strategy (thalependable variable).

In a similar vein, Horowitz (2010) argues for thensideration of states’
ability to emulate when trying to explain emulatiand the diffusion of military
practices among the units of the internationaleystin this sense, he fashions
what he calls “adoption capacity theory”, whichiwkla that the factors that
determine a state’s capacity to adopt other statesdvations arefinancial
intensity of the innovationandorganizational capital required to adopt.iHigh
financial intensity is produced byhagh cost per unit of the hardware associated
with an innovation, and a high degreeestlusiveness of the innovation to the
military realm. In turn, organizational capital refers to the #echnological
aspect of force generation like doctrine, educagioa training.

In an analogy to the functioning of firms, Horowi{2010) states that a
firm must have a “broad critical task focus” to &lgle to emulate another firm’s
innovations. In other words, a firm that does muk its organizational identity to
particular methods is more likely to incorporatewnavays of achieving
organizational goals. In addition, new firms andsi that carry out ongoing

experimentation of new procedures incorporate iatiom more easily.

21 According to Taliaferro (2007), in the long terstates can try to increase their extractive and
mobilization capabilities, and consequently thdiility to pursue emulation or innovation, by
purveying nationalist or statist ideologies.
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Horowitz (2010) works with the hypotheses that higfancial intensity
results in low levels of innovation diffusion angat high organizational capital
required to implement innovation slows the sprefdhoovation. But not only
adoption capacity determines emulation. Accordiaghte author, the strategic
choice to adopt innovation also depends on thdabikiy of information about
another state’s innovation and the potential erouktinterest in adopting
innovation due to external and internal environmeis conclusion is that
external threats can only predict that a state#pond but not the content of the
response, which is determined by its capacity talate.

In addition to explaining the behavior of emulatidtorowitz (2010) is
also concerned with the success or failure of bH@bavior, in contrast to the
authors mentioned above. In this sense, he alselajes a theory of military
diffusion. For him, the content of specific innaeats does not matter only for
changing the way a war is fought, but it is theespr or lack of diffusion that
determines winners and losers in internationaltipsli In other words, since
military innovation diffusion is part of the causptocess governing power
transitions, adoption capacity theory could helplax the mechanism by which
these transitions occur.

The author claims that innovations that involve liavancial intensity and
few organizational requirements do not have a 8wt impact on the system
since all states concerned will adopt them. In shme sense, innovations that
pose high financial but low organizational demaodgotential emulators, do not
impact on power distribution since all the majoweos are likely to adopt it. At
most, this last type of diffusion will contribut® twiden the gap among the
already powerful and the less so.

On the other hand, innovations that present loarfanal intensity but high
organizational demand may have a significant impactthe system. This is
because major powers with consolidated military aargations will face
difficulties in adopting innovation, but middle peve may adopt it with more
ease. Finally, high financial intensity and higlgamizational demand innovations
may result in the conquest and maintenance of datioim by one or more
powers, since they provide long term asymmetricavgr advantage to countries

that produced them.
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To sum up, from the works of Resende-Santos (12987), Elman
(1999), Taliaferro (2007) and Horowitz (2010) derthe following variables that
aim at explaining the behavior of internal balagcianarchy, the distribution of
capabilities, the likelihood of war, the availatyiliof information about others’
military practices, external threats (geography attdck-defense balance) and
non-availability of allies to pursue external balmgy, state power and the
characteristics of the military innovation to belgated.

Nonetheless, as far as | am concerned, althoughaltoge mentioned
authors fashioned plausible explanations for trmuwence of internal balancing,
their works do not shed enough light on the behlraeidnternal balancing itself.
Therefore, they need to be complemented in ordenéble the fulfillment of the
attempt to identify this behavior in the currerteimational system. Thus, the next
chapter will be dedicated to reviewing other th&oat approaches that may help
to verify if China is carrying out internal balangi against the U.S. and if the
result of this behavior is likely to be the glotegjuilibrium of forces, i.e., the end

of unipolarity.
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Further developing the concept of internal balancing

3.1

Introduction

In view of the theoretical lacuna previously higihlied, this chapter aims
at developing criteria to empirically identify tipeocess of internal balancing. In
other words, it will be dedicated to the deductoanstruction of a theoretical
model of internal balancing, which will be aftendarcontrasted to China’s
economic and military behavior in the period sudoeg the end of the Cold War.

For that purpose, | recur to theories in the fieldnternational Relations
that might shed light on the phenomenon of intebadncing such as the Power
Transition Theory (PPT), the Theory of Hegemoniccley (THC) and the
Leadership Long Cycle Theory (LLCT). These theohase in common the fact
that their supporters all claim to be rationalistthe sense that they: 1) are not
concerned with states’ formation of preferencesl @at 2) they work with the
premise that the objects of analysis (either statesdecision makers) act
rationally. In addition, these theories share amam emphasis on economic and
domestic factors involved in the process of statss.

On the other hand, the effort to further develop toncept of internal
balancing will be in close dialogue with the spézed literature reviewed in the
first chapter of this dissertation, such as theksasf Elman (1999), Taliaferro
(2007), Resende-Santos (2007) and Horowitz (2049ill be discussed in what
follows, this literature contributes to the chaegiation of internal balancing as a
process that involves the behaviorotitsetting, emulation and/orinnovation.
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3.2
Theorizing about the rise of powers and its relation to the behavior of

internal balancing

This section reviews the literature on the risepofvers in search for
theoretical insights for the better characterizatiof the process of internal
balancing. This effort is based on the assumptiwat internal balancing is
correlated with the rise of new powers in the sahsg it comprehends a set of
behaviors that might lead to the transformationao$tate power into a pole,
resulting, therefore, in structural changfels important to highlight that internal
balancing is not here seen as a synonym for ecangrowth. In other words,
mere economic growth does not characterize balgndtowever, economic
growth, a phenomenon stressed by the literatutgegemonic cycles, is regarded
as a necessary step for internal balancing to mmapfteis also one of the
phenomena that compose the phenomenon of intergnding itself.
Accordingly, the various hegemonic cycle theoriefphin the attempt to better
characterize the economic and domestic compondntleointernal balancing

process.

3.2.1
Bringing in Power Transition Theory (PPT), the Theory of Hegemonic
Cycles (THC), and the Leadership Long Cycle Theory (LLCT)

This dissertation supports the claim that the engtlary and predictive
value of theories that focus on balancing behavaarsld be increased by the
introduction ofeconomicand domestic considerationsin this respect, Brawley
(2004) argues that there is an often disregardesagsic component in both
external and internal balancing. Concerning extelpagancing, the formation of
alliances is often accompanied by the attempt tengthen oneself and ones’
allies through increased trade between allies, th@gewith the exclusion of
enemies from the benefits of these relationshipguin, any internal balancing
policy necessarily involves an economic componevtiich is related to the
pursuit of economic growth; this being an essergtap for the acquisition of

military capabilities.
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Although Brawley (2004) advocates the observatibeaonomic factors
in both types of balancing, his emphasis, as mays, on internal balancing. This
is because this scholar argues that significant lasting increases in national
power come from domestic and not from external esir In other words,
external balancing alters the distribution of powerckly but not permanently
(since the configuration of alliances may chang#)ile internal balancing is a
way of changing the distribution of capabilitiese long run (p. 82).

Notwithstanding the effectiveness of internal balag in changing the
international structure, the choice between inteamal external balancing also
takes other issues into consideration. Accordin@rawley (2004), the type of
balancing behavior chosen by the states dependkeoffollowing factors:the
perception of decision makers wen they will need to contain an opponemtd
the conversiorgpeed of wealth into powerHence, this scholar highlights a simple
but often forgotten fact that wealth is not perfig¢tansmutable into power and
that the speed of this transformation is variabtedghout history.

Taking this conversion rate into consideration, @oeld arrive at the
following conclusion: since the effects of balancing behavior in terms of
producing a global balance of power depend on theversion speed of wealth
into power, it is possible that China is currentglancing the U.S. power, but
that the consequence of this behavior has not bgemational equilibrium due
to a low conversion rate of wealth into powbr other words, one cannot assume
that there is no balancing from China’s part beedahs country has not achieved
capabilities equivalent to U.S. arsenals. It is sgde that this country is
balancing, but that the result of systemic equilitor is being delayed owing to a
current low conversion speed of wealth into mijitapwer'. From that conclusion
derives the main hypotheses of this dissertatioat China is already engaged
with the behavior of internal balancing against theU.S,; and, consequently,
that internal balancing is involved in changing the unipolar system

inaugurated with the end of the Cold War

It is important to highlight that conversion ram® determined by the military state of the art
(BRAWLEY, 2004). In other words, if one assumes ¢lestence of a current low conversion rate
(given the fact that the production of modern wespeapabilities requires large sums of
investment in research and development and traioirgersonnel), that rate applies to any state,
not only to China.
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The emphasis on studying internal balancing igfiadtnot only in view
of the underdevelopment of the topic amongst baarfigpower theorists but also
due to the fact that external balancing, by daéinitis expected to be lacking in a
unipolar system. This is because there are no qtbérs available to form
counter-balancing alliances. In this sense, Brawk804) argues that the only
candidate to balance the U.S. in the medium ter@hma. So, if this country
feels threatened by the imbalance of power with Wh8. and tries to produce
equilibrium in the short term, Brawley states tkia¢re are no allies available,
leaving China with internal balancing or bandwages its only options. But if
the Chinese goal is to leave attempts to produbalance to the more distant
future, it could make use of military appeasement conjunction with the
continuity of economic development efforts. In batses, the dominant strategy
for China is economic development. However, accgydio Brawley, the only
power that might feel threatened by the USA (wighitmerefore, to balance this
country's power) has little hope of achieving aahae quickly. Thus, in an
environment where there are no allies available #red conversion speed of
wealth into power is low, the author believes itrisre likely that rising powers
will choose appeasement to the detriment of bahanci

Although Brawley (2004) does not believe that beilag tends to occur in
the short term, he sheds light on the fact thaarmahg, whenever it takes place,
involves economic issues. Thus, in tune with thithar’'s thoughts, | argue that
Power Transition Theory (PTT), the Leadership L&gle Theory (LLCT) and
the Theory of Hegemonic Cycles proposed by Gil@A0@) can assist in the
production of criteria for the identification of laacing behaviors. In what regards
the PTT, | understand that this proposal may engrereluctance considering the
widely recognized differences between balance afguotheories and PTT. In
fact, balance of power systemic theories are basedssumptions diametrically
opposed to the latter.

In this respect, Organski and Kugler (1980) — tte@mnproponents of PTT
— suggest that, for balance of power theoristsswall be less likely when there

2 Bandwagonings a strategy opposed to balancing to the exteattit implies that the weaker
ones flock to the side of the stronger rather tingiting against it (MEARSHEIMER, 2001).

% Appeasement means no direct confrontation withritred power and the concession to some of
its designs in the hope of containing their focusealry (MEARSHEIMER, 2001).
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is equilibrium between stafeand that the probability of war increases whemethe
Is concentration of power in a single actor, in ehcase strong actors would be
tempted to use force to achieve their goals. Tals® according to Organski and
Kugler, balance of power theories predict that uhds of a system will seek to

avoid the concentration of power in a single actomd that this makes the
formation of balances of power a frequent resuthainternational system.

In contrast, Organski and Kugler (1980) highlighatt for the supporters
of PTT, the international system is often dominated a single power that
establishes the rules which will govern the inteoacbetween units. The main
assumptions of this theory are that: 1) the coma&ah of power in a dominant
state creates stability and peace, and that 2) weesmore likely when a
dissatisfied power reaches parity with the dominmwer. Accordingly, for PTT,
wars do not follow directly from the distributionf @ower: there must be
dissatisfaction with the existing order from thetpd the ascending powers and a
desire to change the rules of the game (ORGANSKIGKER, 1980; TAMMEN
et al, 2000).

Besides the different perceptions over the systesfiects of various
power configurations with regard to the likelihoodl war, for Organski and
Kugler (1980), the theories also differ in what @smo the mechanisms of power
redistribution focused by each one of those theorecording to Organski and
Kugler, balance of power theories postulate thatrédistribution is caused by the
formation of alliances, i.e., states often do nbarge, but the way they are
arranged with each other changes. It is not thstate cannot try to strengthen
itself internally, but the easiest way to accunmailpbwer would be to form an
alliance with other states, making such behavieument in the international

system.

* It is important to remark that this is a very gowmersial point. According to Vasquez's
interpretation (1997), with which | fully agree, Wa(1979) considers wars possible in times of
balance (although unlikely) since they can be mg@dras a mechanism available to decision
makers in order to promote equilibrium in the systéorgenthau (1965) and Bull (1977) also
seem to acknowledge wars as possible in times dfliegum. Therefore, contrary to what
Organski and Kugler (1980) argue, some importanppnents of the balance of power theory
seem to understand that wars, in spite of being ligely, could not be ruled out of balanced
systems. Nonetheless, the belief in the prevaleh@estate preference towards the avoidance of
concentrated systems is a common and non-contiakdesature among balance of power
theorists.
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In turn, supporters of PTT believe that the grdadesrce of power is the
very socioeconomic and political development oftesta This is because the
formation of alliances is not an easy task. In &odj alliances cannot change
long-term trends. If gaps of power between states large, it is likely that
alliances will only be able to change the sizehaf intervals, but not the ranking
among the powers that dominate the system. Thereforganski and Kugler
(1980) argue that, historically, the biggest change the distribution of
international power occurred outside the patteralladinces.

Despite the contrast made by Organski and Kugl@8qL between PTT
and balance of power theories, this dissertatiap@ses the articulation between
these approaches. This is because the alleged tabkeaontrast between those
theories stems from two misconceptions held by @sigaand Kugler regarding
balance of power theories. First, the authors emdyk with thesystemic version
of balance of power theory and treat it as a foregplicy theory Consequently,
these scholars end up dealing with the variousnoalaf power theories as if they
were a single theory which equally employ the pdn that states seek to
balance by means of forming military alliances.é&xplained in the discussion of
Martin's work (1999), which was pursued in the pyas chapter, attempting to
explain the recurrence of balanced internationatesys does not necessarily
equate the prediction that states have a preferfemdealancing behaviors in all
circumstances. It is therefore necessary to diffieite between systemic theories,
which try to explain the formation of equilibriunfrom theories that analyze
balancing behaviors and policies.

Secondly, Organski and Kugler (1980) mistake winey assign exclusive
importance to external balancing at the expenséntafrnal balancing within
balance of power theories. In this regard, provittet adequate significance is
given to internal balancing within balance of powleeories, at least one of the
mechanisms of international change predicted kg ttheory (internal balancing)
is compatible with the main mechanism of changentitied by PTT, that is:
economic growth.

This is where lays the possibility of linking thetbeories: in view of the
fact that PTT focused its efforts on the analy$ithe economic aspects involved
in the process of power redistribution, this apploacould deepen our

understanding of the economic aspects that alsactesizes the phenomenon of
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internal balancing. In other words, although thnk Ibetween a systemic balance
of power theory with PTT may be difficult in facd different assumptions
regarding most likely systemic results, PTT is eetty compatible with a theory
of balancing, i.e., a theory aimed at explaining biehavior of balancing but not
committed to the assumption that equilibrium igstamic trend.

In particular, PTT empirical studies drive attentito the importance of
domestic factors in promoting change in the inteomal distribution of power, to
the detriment of the formation of alliances and anayars. Organski and Kugler
(1980) claim that, in the long run, losers of majaars reach winners when it
comes to power capabilities. This is because losatess of recovery are greater
than the winners’ rates: this is referred to bysthecholars as the Phoenix Factor,
implying that losers have historically risen fronetashes.

According to these scholars, this reemergence b#sng to do with the
help of winners to losers, since in carrying outpéeioal tests they found no
statistical correlation between reemergence aneéigor aid. For instance, a
country that received a smaller amount of aid cameghdo European countries,
Japan, recovered at higher rates than Germany., Theisauthors argue that the
effect of wars in the distribution of capabilitieslimited to the short-term, but
that in the long run (15 to 20 years) the systerassumes the characteristics that
existed before the war. Thus, the scholars condluatechanges in the distribution
of power are shaped by differential growth ratetsvben countries and that those
rates cannot be changed, not even by great warss, They conclude that the
origins of the independent variable (power distiii) are internal or domestic,
not external (ORGANSKI; KUGLER, 1980, p. 144-146).

Additionally, other supporters of PTT such as Tammeieal. (2000) argue
that given the fact that there is no way to conthangrowth of challenging states
at differential rates, the dominant states onlyawpts to strengthen their alliance
with states whose resources can make a differentteeiinternational distribution
of power. In this sense, Tammenal. see alliances as a mechanism available to
dominant states in order to prevent change andas@ mechanism to promote
change in the international system (p. 38).

Therefore, | argue that one of the hypothesesdhegs this dissertation —
namely, that internal balancing is an importantdaén changing the unipolar

international system inaugurated after the endhef@old War — is compatible
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with the work of Organski and Kugler (1980). Thikoas the use of these
authors’ main conclusions as inspiration to bettearacterize the phenomenon of
internal balancing.

Accordingly, Organski and Kugler (1980) set apareé concepts often
mistakenly treated as one by neo-realigegtional power, national capabilities
andmilitary might . National power refers to the capacity of a state to control the
behavior of another state. Such control may ocoertd the former’s economy or
to its capacity to concede selective incentivegwvan to punish the latter. Thus,
the exercise ofational power requires the mobilization efational capacitiesto
control the actions of others. However, the powad by a state should not be
confused with itsmilitary might , since it also includes capabilities other than
military arsenals.

According to Organski and Kugler (1980), nationalver depends on the
number of people who can work and fight, on theskills and productivity of the
economically active population and on thegovernmental capacity to mobilize
human and material resources for the achievement of national objectives.
Therefore, these scholars’ main thesis is that wWay and the speed of
development and economic growth change the partfafliresources of a nation.
And precisely because economic development is istiittited equitably, power
will not be evenly distributed either.

Trying to operationalize the national power concdpdwer Transition
theorists have developed indexes of power thatasgifly help in predicting the
results of international conflicts and the frequené these conflicts in various
systemic configurations. It is argued here thatstiuely of the variables developed
by those scholars for the purpose of predictingflmnoutcomes and of their
respective proxies can help in characterizing tioegss of internal balancing.

In particular, Organski and Kugler (1980) driveeation to the variable
political capacity. The inclusion of this variable stems from thesghars'
criticism that previous measurements of power ditlincorporate the following
guestiondo the elites of countries surveyed have the napgssols to ensure the
extraction of resources from civil society, molmlgg them towards national
objectives?The consideration of the political capacity valéais the result of the
understanding that the possession of resourcest ismough, it is imperative that

they are usable.
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To measure variations of political capacity, thehats tried to develop
indicators that could denote states’ ability tofpen tasks imposed internally and
externally, signaling states’ penetration into sbciand their capacity to extract
resources from it. In this sense, thigility to tax societywhat governments get
from taxes as opposed to what it could be achidéviecation reached the totality
of taxable goods and services) is one of the indisaof power derived from PTT.

Conducting a review of PTT between 1980 and 20Qimmenet al.
(2000) argue that one of the great contributionthisf theory is the equation that
considers power as a result of the sum of populatine, productivity and state
political capacity, orpower = population + productivity + political capaaty.
Such an equation, advanced by the work publishelP80 which was reviewed
above, has the merit of capturing the dynamicsoeigr transitions.

Therefore, in order to study the rise of statethm international system,
PTT inspires us to pay attentionuariations in populatior{monitoring birth and
mortality rates, for instance) anddapital and labor productivitysince those are
variables that determine states ability to risenecaically. In addition, one should
also monitor the ability of governments to use ténenues of economic growth
for state purposes, i.e., to the political capaoitystates. For that purpose, it is
important to pay attention to changes in centrakegoments’ fiscal policies.

On the other hand, the Theory of Hegemonic Cydsibned by Gilpin
(2002) can also be useful in the attempt to betaracterize the phenomenon of
internal balancing. In particular, this scholar Hlights a group of domestic
factors whose operation result in change in thermational distribution of
capabilities. Analyzing international political aige via the rise of new actors,
Gilpin (2002) assumes that states will try to chaatige international system when
the perceived benefits of this change outweighctsss.

Accordingly, from the material context, emerge wlpin (2002) calls
environmental factors, which are responsible for altering the perceivests and
benefits involved in the attempt to transform thieiinational system. However, if
a state will in fact pursue change dependsdomestic factors such as the
activities of interest groups inside a state oémefce (p. 50-55).

The environmental factors cited by Gilpin (2002) aretechnological
transformations (especially in the transportationdacommunication sectors),

and military and economic changeBhese factors result in significant gains to
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some states and in losses to others. The disequimibamong winners and losers
derived from this process is followed by the pursin the part of winners to
change the system (p. 55-56).

As an example of the operation of environmentatdis; technological
improvements in the transportation sector increéhsearea over which a state is
able to exercise effective military power and pecdit influence. Thus, the
territorial integrity of a political entity and psible attempts of territorial
expansion are mainly functions of the costs faced Istate in the exercise of
political and military control over large areas (BIN, 2002).

In this sense, improvements in transportation dad @ communication
could encourage political unification as well aditanly expansion. By facilitating
the ability of an empire or of a dominant poweretdract and use the wealth of
the conquered territories, such innovations crestenomies of scale, being
advantageous for large states. They make easieufhression of rebellions, as
well as the supervision of subordinate local offisj encouraging political
consolidation and even the formation of empireduceg costs and increasing
the benefits of conquest (GILPIN, 2002, p. 56-59).

As for military technology, the adoption of new weas and the
development of new tactics or new models of mipitarganization have
historically enabled states and groups to congeeitdry. According to Gilpin
(2002), military innovations are important whenythecrease the area over which
it is profitable to extend military protection ix@&ange for income, encouraging
economic and political expansion and the formatibpolitical entities of greater
areas (GILPIN, 2003)

A third environmental factor that influences thefiability of change in
the international system is the economic systenpili5{2002) argues that the
interaction between economics and politics is apartant aspect of the process
of change in international politics. The desirediotain economic gains is a

powerful motivation in seeking to change the systamd the distribution of

®> However, the duration of a military advantage eorgd by an innovation is a function of the
scale and the complexity of it and of the prereitpgsfor its adoption by other societies. A simple
innovation in weaponry brings an advantage of staration to the extent that such weapons can
easily be copied by the innovator's opponents. Hmwre the adoption of a new weapon
accompanied by tactics involving social disciplinay not be copied easily, providing long-term
advantages (GILPIN, 2002).
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power between domestic groups and states deterrtheepattern of economic
activity and which actors will be most benefitedtbhg domestic and international
division of labor. In a world of limited resourcegoups and states will seek to
control and organize economic relations and a@witn order to increase their
share of eventual economic surpluses.

Economic changes operate the same way as techcall@gid/or military
changes, creating incentives for international geanf the benefits of
transforming the system are increased and/or if ¢bsts of doing so are
decreased. The types of economic change that nterythése costs and benefits
are numerous. According to Gilpin (2002), any depaient that increases the
demand for bigger markets, capital or raw matenals encourage a state to
expand its political or economic influence. In ddol, any development that
reduces the costs of economic transactions will alecourage the transformation
of economic and political relations.

With respect to thelomestic sources of international political change
specifically identified as such by Gilpin (2002)is scholar begins by questioning
what it would take for a society to seize oppottiesiarising from environmental
changes and venture out to change the internatisysiem. In this sense, the
author recalls previous attempts to establish tadfoms between the internal
composition of a state and the propensity for egjmam which explore the various
ways in which the national character, the econostiacture and the political
culture of a state could influence its foreign pgli

According to Gilpin (2002), despite the historicgdecificities of each
power candidate’s attempt to change the internatiosystem, some
generalizations are possible. The crucial aspedbofestic regime change related
to the transformation of international politicstiee relationship between private
and public gains. If the growth and expansion of a power candidgipeear to be
complementary to the interests of dominant domegbaps, there are incentives
for expansion and for the attempt to change thermational system. However, if
the expansion takes place by imposing high costose groups or threatening
their interests, there are negative incentives tfog attempt to change the
international system.

Moreover,social, political and economic domestic arrangements would

create incentives for individuals or groups to lwehan a way such as to
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contribute to state power aggrandizement, affectirgjate propensity to attempt
to increase its control over the international eystFor Gilpin (2002), states that
encourage their citizens through private incentiyes selective incentives in

Mancur Olson’s terms) to carry out activities tpabmote the power and wealth
of a society are more likely to achieve the tramsfttion of its position in the

system (GILPIN, 2002, p. 97-98).

Finally, Leadership Long Cycle Theory (LLCT) casalkontribute to the
characterization of the phenomenon of internalmaltey due to its developments
on the analysis of the rise of states in the irdgonal system. According to
Rasler and Thompson (1994), for the past 500 ygobal political economy has
experienced a sequence of capability concentratideconcentration and
reconcentration. These authors argue that the ufitioins in capability
concentration and systemic wars are closely relatede global wars occur in
periods of deconcentration, reestablishing coneéotr in the system.

In that sense, Rasler and Thompson (1994) clairh ttiea most critical
historical pattern of structural change has beea oh attempted transitions
between an ascending and expansionist regionakdeacd a declining global
leader specialized in long distance, interoceamnstactions (p. 1). In other
words, there are two dynamics that interfere upbe phenomenon of
international change — a global and a regional -erend at least two types of
actors involved in the process — global and redipowers.

LLCT has a very peculiar way of identifying glokaid regional powers.
According to this theoryglobal powers must demonstrate that they have the
capability to operate over long transoceanic ditanby assembling minimal
naval capabilities (10% of global capability poohhey must also demonstrate
interest in actually using sea power beyond theggran: “A navy that operates in
only one sea — the Mediterranean or the Balticjifstance — no matter how many
ships it has, remains a regional power” (RASLEROMPSON, 1994, p. 17).

In turn, aworld power must possess at least 50% of the global naval

capability pool at the conclusion of a global wdntil now, five global war’

® To qualify as a global war, a conflict must leadtie re-concentration of naval capabilities in the
system. Or, in Thompson’s (1988) words: “Global svéinus demarcate a period in time when
economic and military power concentrations comestiogr to provide a systemic leader with the
underpinnings for altering the rules of the systard promoting a new world order” (p. 165).
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have happened: 1) Italian and Indian Ocean Waré5(14616); 2) Spanish Wars
(1580-1608; 3) Wars of Grand Alliance (1688-1718);French Revolutionary
and Napoleonic Wars (1792-1815); 5) First and Seédsorld Wars (RASLER,;
THOMPSON, 1994, p. 17).

Therefore, LLCT sustains two basic propositionsiiBt, in the modern
world, world powers have been sea powers (or ogeawers), exercising
command of the sea; and 2) that changes in theigrosif world leadership are
associated with shifts in the distribution of seapo(MODELSKI; THOMPSON,
1988).

But why is seapower emphasized by this theory?t Fofsall, it is
considered an essential component of world ordeause of what navies can do
in war: 1) neutralize and destroy opponents' naigea control); 2) preserve home
bases from attack and invade opponents bases (gmejerction); 3) safeguard
friendly communication and trade and interceptdiaad commerce of opponents;
4) guard and secure essential links with alliestinmes of peace, a navy with
capabilities similar to the American ones can: I)hwts missile and attack
submarines, deny a challenger the opportunity stigrise attack and victory
(deterrence); 2) be used to retaliate an attaaktiifat purpose, carrier forces and
missile-carrying submarines are essential); 3)gmtotrade routes, 4) limit the
intercontinental mobility of the missile forcesathallenger’s military forces and
create conditions for the movement of allied ford@ODELSKI; THOMPSON,
1988, p. 11-13).

In addition:

Seapower may be regarded as a superior medium deedau
offers higher generality for the following reasof$:it confers
greater mobility, hence access to a wider varidtyesources
and experiences; 2) it employs higher-order teamglis more
expensive, and generates greater innovation; &rites larger
information content, higher visibility and symboligad; 4) it
operates world-wide and at the global level (MODELS
THOMPSON, 1988, p. 14).

But a note of attention is in order: the centrabfyseapower is related to
the fact that this has been a means frequently bgedorld powers to achieve
global reach. In this sense:

Contrary to popular impressions, the leadershipg laycle
argument is not about cycles of seapower concémtradRather,
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seapower has been the global reach capability ofcehfor
much of the past 500 years. Other types of capakilare not
dismissed as irrelevant. But they either tend toobeless
significance for global reach or already hinted kat the
distribution of seapower capabilities (THOMPSONQ@0p. 4).

However, it is important to stress that the cenyralf seapower is not
regarded as immutable by the theory. According todéiski and Thompson
(1988), the viability of the naval-strength indimatultimately rests upon the
maritime character of the decisive battles in gé&sbal wars.

In contrast to global and world powers that arandef in terms of their
naval superiority and their consequent capacityptoject power and protect
commercial routes, regional powers are definedabd Isuperiority. Therefore, the
proxies used by LLCT scholars to measure regionélighobal powers capabilities
are very different from each other. When it conteglobal powers, the indicators
are expenditure with naval capabilities and/or pss®n of specific vessé)sut,
to identify a regional power, the proxy is armyesiz

In addition, regional dynamics differ from the giblmne not only because
the capability gathered by the units is differebtit because the effects of
concentration and deconcentration are also difiebetween the levels. LLCT
scholars claim that unipolarity or high concentras of power at the regional
level have destabilizing effects but that, at tlabgl level, concentration of power
equals stability. Then, if we relate the two arenag will notice that the
likelihood of wars is greater whenever we have eodeentrating global system
and a reconcentrating central regional system. efbez, the global and regional
dynamics are connected: the deconcentration ofaglotwer appears to give rise
to regional bits for hegemony and a regional thexetourages reconcentration of
global power. So, the picks of regional and glgt@alver do not coincide, but are
related since one gives rise to the other. The casthest this hypothesis
empirically and seem to find support for it. Alsbey think the interplay between
regional and global structures is likely to con@nim the future. However, this

" Indicators of global reach capability from 1948@iltoday: “number of heavy or attack aircraft
carriers and, after 1960, number of nuclear atsdkmarines and number of sea-based nuclear
warheads weighted according to equivalent megatgenfg@MT) and counter military potential
(CMP) — with carriers, attack submarines, EMT, @&MP given equal weight in a combined
index” (THOMPSON, 1988, p. 49).
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time, the central region whose dynamics is impartarthe global one will not be
Europe but East Asia (p. 71)

The concentration of power on some units (or tee of powers) obeys
prerequisites some of which are particular to tiamel space, but some repeat
themselves. To attain the status of world poweuy fprerequisites have been
essential up to nowgeographic insularity, societal cohesivenesand openness
preponderance of global-reach capabilityandeconomic leadership Insularity
is highlighted by the LLCT scholars since it detgr@s that land forces will not
be central to a world power and that, in turn, hgsawer will be a natural
concern. The achievement of naval power superiggitf paramount importance
in the protection of global trade routes. On theeohand, the relative lack of land
forces means that other states will not fear tcdrequered by the world power
(RASLER; THOMPSON, 1994).

In addition, LLCT gives special attention économic innovation arguing
that the rise of powers is predicated eminentlyitoffhis is because innovators
temporarily possess monopoly over innovation angoyergreat economic
advantages from that fact. Accordingly, declinalso related to innovation, being
caused by its diffusion among other units of th&tesy and the consequent loss of
the monopoly advantage (RASLER; THOMPSON, 1994).

It is important to stress that this literature & noncerned with any kind
of innovation but with those innovatiomslated to the leading-sectors of the
global economy(the most productive ones). Innovations in leadiagtors fuel
economic growth, developing elite interests in érashd global orientation, and
generating economic surplus to pay for naval po#®&SLER; THOMPSON,
1994, p. 18). In this sense, each world power gbesugh two phases of

® According to Thompson (1996), the acknowledgmdrthese two different dynamics (regional
and global) is what allows us to integrate PTT bathnce of power theories. In other words, for
this scholar, the dichotomy among those theoriea matter of interpretation. This is because
Organski and Kugler (1980) contrasted their thaora certain kind of balance of power theory,
which is solely a possibility but not the only kimdailable. For Thompson, it is impossible to
resolve the question of whether equality brings @argpeace since movements away and to restore
inequality happened in different levels and spemu equality in Europe was dependent on non-
regional resources. Therefore, it is the realizatibthe existence of different regional and global
dynamics and of the existence of a connection batvikem that can reconcile balance of power
theories and PTT. In regional balances, inequédityls to be destabilizing. But in what comes to
the global balance, periods of concentration arege of lack of global wars. Global wars occur
in the context of global deconcentration. The mdsstabilizing transition occurs between
ascending regional powers and declining globaldead
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innovation: one before and one after the global whthe period. From the
fifteenth to the eighteenth century, important eitton had to do with seaborne
commerce. By the end of eighteenth century, innomawas related to industrial
production.

In short:

Long-term economic growth, according to the ledderdong

cycle perspective, is based on radical shifts immoercial and
technological innovations that tend to be concéedranitially

in one state at a time. A spurt of growth in onatest
revolutionizes best economic practices and alstabdiges the
international system’s pecking order. The ensuiludpa war,

assuming a decisive outcome, restabilizes the bfsdem by
producing a clear winner. The state with the sy&entead

economy or principal source of innovation afater, credit
and finance. The benefits of war-induced growth anebdd

economy tilted in its direction then leads to aosel; postwar
spurt of innovation and growth. In this fashioncledead

economy experiences at least one “twin peak” gegrowth

built around a long global war period (THOMPSONQ&0p.

3).

After the exposure of the main arguments of PTTe irheory of
Hegemonic Cycles and the LLCT, it is important tealeate their possible
contribution to this dissertation. According to Tmemet al. (2000), PTT would
have the merit of capturing the effects of the ayita of power transition on the
behavior of states, showing, for example, thatestatould be more prone to war
in times of the overtaking of one power by anotheéris this dissertation’s
argument that the same applies to the Theory okrtegic Cycles and to LLCT.
In this sense, all these three approaches shovihitbatynamics of change in the
distribution of power impact on the behavior ofteta even if a change in
system’s polarity has not yet been accomplishedther words, polarity is not
the only variable affecting the behavior of uniigt also the dynamics of polarity
transformation influence state actidndence, these are theories that deal with the

problem of international change within a realisinfiework.

° It should be noted that, while recognizing theidig} of this step (i.e. while agreeing with the
statement that not only polarity impacts on théesbehavior, but also the dynamics of change in
the distribution of power), authors such as CoptlE996) state that the PTT and the theory of
hegemonic cycles suffer from a logical problem,tlte extent that they predict that it is the
challenging state the one who starts wars of ttiansiHowever, why a state would dare to wage
war when it has not yet consolidated its power@dntrast, Copeland (1996) argues that the most
correct, both from a historical and a logical sfawidt, would be to think that war would be
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In this sense, even though my ultimate goal isto@xplain the behavior
of individual states, but the systemic resultsdsifrom it° | argue that PTT,
LLCT and Gilpin’s Theory of Hegemonic Cycles carsiasin the attempt to
develop the components neglected by theories ikatiss balancing, namely the
economic and domestic transformations that pretieel@efinitive change of the
systemic distribution of capabilities. This is tyghat, from these theories, | infer
features to be observed in the attempt to charaetére phenomenon of internal
balancing®. However, these theories cannot be the only thieatebackground
used in the characterization of balancing behawvibrs is because they describe
behaviors that can be considered steps in a brgadeess of internal balancing,

but that alone could not be characterized as such.

3.3

How to differentiate balancing behavior from politics as usual?

In the previous section, | argued that the incaxpon of economic and
domestic variables to the theories of balancind W@lp in understanding the
transformations that need to be undertaken bygipmwers so that international
change through internal balancing shall occur. Herethe engagement of this
literature does not solve the following problemwhto distinguish a country's
mere growth from its rise in the system via balag@i

In characterizing balancing, Martin (1999) argulest tthere cannot be a
complete decoupling between the results expecteslystigmic balance of power

theories and balancing behaviors analyzed by tegai foreign politics. In this

initiated by the declining power. Thus, the autllevelops a theory that seeks to predict the
conditions under which a declining power would tstamvar. This trend would vary according to
the distribution of power in the system and with fhortfolio of power resources of the declining
state. For Copeland (1996), declining states wdaddmore likely to initiate wars when their
decline occurs in a bipolar system, given that iithat system there would be no possibility of
using the external balancing (the formation ofaalties) to contain the candidate to hegemony.
War would also be more likely when the decliningvgo loses economic and potential power. The
loss of economic power raises state concern dube@ossibility that the future conversion of
wealth into military might may be impaired by thectine of wealth in the present (p. 54-55).

19 |n other words, my dependent variable is not stebavior as in the case of PTT, but the
distribution of capabilities in the system.

1 This point is best developed in the next section.
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sense, as mentioned previously in the first chaptieis scholar considers

imperative thetranslation of systemic theory into theories of balancing,
recognizing, therefore, the link between theserieepbut also their coexistence.
To perform this translation, she suggests that saajestments are needed.

In particular, she proposes that the researchecissf should move out of
the systemic outcome actually achieved and weighthenmotivation of state
behavior. In view of the existence of structurakgsures defining results,
intentions cannot be inferred by analyzing outcanTdais, she argues that it is
necessary to study motivations themselves.

It is important to note that the theory of balamgcproposed by Martin
(1999) aims to be a translation of one of the nisditional balance of power
systemic theory (the theory fashioned by Waltz, 99in a theory of foreign
policy that addresses the actual pursuit of tharmhg behavior by states. To do
SO, it is necessary to create criteria to idenbi&ancing behavior and the main
criterion proposed by Martin (1999) is thention to balance and not the actual
production of systemic equilibrium. Therefore, ffet criterion established by
Martin was to be followed herein, a country’s eaminorise, for instance, would
count as balancing behavior if the intention taahak was present.

It is important to keep in mind that the theorybalancing quickly drafted
by Waltz (1979) when formulating his systemic thedognores intention and
stresses the capacity to effectively produce thé&comoe of equilibrium to
characterize a behavior as balancing. What | meanhis is not that Martin
(1999) is mistaken. Nevertheless, it is essentbamike clear the differences
among various ways of operationalizing Waltz’'s egst theory in a theory that
deals with state behavior.

Accordingly, | believe that the herein adoptionWhltz’'s understanding
would make my study sealed to any attempt of faksifon. Since one of my
goals is to analyze the tendency that balancingsteams the contemporary
international system, if | start with the assumiptibat balancing policies are fully
linked to the outcome of equilibrium (in the setisat balancing is defined by the
effective production of equilibrium), in case that the end of the survey |
concluded that an equilibrium did not seem to beapproaching trend, | could
simply infer that no attempt of balancing has beamried out, without even

considering the possibility that balancing is bedane inefficiently nowadays.
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And to consider that balancing is being done ieedfitly is imperative when one
has in mind an even more important question forrdadist research program,
which is: can the balancing mechanism really chatigecurrent international
unipolar system?

Nonetheless, if | decided to follow Martin’s crit@m (1999), | would have
to come up with a way of assessing intentions. Bus scholar herself
acknowledges the difficulty of this task:

The lack of a clear understanding of what constut
“balancing” also explains why there has been litileestigation
of “internal balancing”. The general assertion ttates acquire
arms in response to external threats is widely@teck but once
we examine specific decisions to acquire particalaraments,
it becomes necessary to deal with other possiblévesofor
acquiring arms — the interests of defense indisstaed the
armed services, for example. These competing eaptars
become even more difficult to handle if one inceidsther,
more indirect ways of increasing a country’s poagexamples
of internal balancing (online source).

Therefore, in awareness of the difficulty of gaupthe intent of China or
of Chinese authorities, | advocate the need to agoneith more objective criteria
in order to identify balancing behaviors. In aduliti | argue that the criteria
developed must obey some requirements that halgffeventiate balancing from
other kinds of behavior.

In this sense, | firmly believe that PTT, the Theof Hegemonic Cycles
and LLCT help in the establishment of criteria #orbetter characterization of
balancing behavior. In especial, they assist insgray the economical and
domestic aspects involved in internal balancingweler, the criteria whose
conception was inspired by the above mentionedrig®meed to obey some
requirements so as to make sure that they refealncing and not to other sorts
of behavior. Those requirements will be betterifitat below, where the internal

balancing model that guides this dissertation 1etiped.

3.4

A theoretical model of the process of internal balancing
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The main question that drives this dissertationtaswhat extent is the
contemporary unipolar international system beirandformed through internal
balancing? In response to this question, two hygs®k are proposeititat China
is already engaged with the behavior of internal blancing against the U.S
and, consequenthytthat internal balancing has already begun to change¢he
unipolar system inaugurated with the end of the Cal War.

It is important to drive attention to the fact thlaé research question and
the proposed hypotheses are influenced by a grdugifferent theoretical
approaches such as the neo-realism of Waltz (1878)the Power Transition
Theory (PTT) established by Organski and Kugler8Q9 However, this
dissertation is not fully in tune with any of thodeoretical approaches. It goes
without saying that Waltz's work (1979) greatlyluginces the formulation of the
research question herein proposed. Committed toidka that international
systems tend towards equilibrium, Waltz (1979) end@ suggesting that an
important source of international change, espscialith regards to unipolar
systems, is balancing. This is due to his claint #tates tend to react to great
concentrations of power, making unipolar systenrte nd of short duration.
However, this author did not give details about ale@vities that are undertaken
by states to reach systemic balance. This is becassdiscussed previously, his
theory is not a theory about the behavior of staies, neither a theory of foreign
policy, but a systemic theory that focuses on tk@amation of systemic results.
In this sense, the study of the prospects thattieent system changes through
balancing is theoretically inspired by Waltz (197@the extent that this research
question comprises categories with which this sohaforked, such as balancing,
balance of power and systemic stability. In patéicu this dissertation’s
understanding of what is international change ismpanspired by Waltz (1979):
it is not any kind of change that constitutes thHgect of this work, but
transformations in the distribution of capabilite®ong states.

However, the analysis of the prospects that theeatiinternational system
changes through internal balancing necessarilylvegothe study of prospective
balancers’ behaviors. Accordingly, it is imperatit@ operationalize Waltz's
theory in a theory of units’ behavior. In other wsr my dissertation will
comprise domestic aspects that are not includewaittz’'s work. This is not

because | intend to explain units’ behavior by agddomestic variables, but
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because | need to define what kind of behavior toas balancing before | can
evaluate if this behavior is happening and, in cases, if it is close to
transforming the system or not.

Therefore, at this point, | distance myself from i&/1979) and resort to
PTT, LLCT and Gilpin’s Theory of Hegemonic Cycl€onsidering its emphasis
on economic features and on developments that aathin states, this literature
assists in identifying some features of the intebadancing behavior.

Nonetheless, it is important to clarify that thérahte dependent variable
of this study is the distribution of power in thesgeem and that internal balancing
IS seen as a possible cause of international atalothange. However, | do not
neglect the fact that internal balancing is aldtuenced by the current systemic
distribution of power. Therefore, what this disaédn does is to break this
process down in order to analyze its parts. Accalgi the first chapter discussed
possible explanations for the phenomenon of intebadéancing, among which
figures the structure or the distribution of cafitibs in a system. Nevertheless,
the main objective of my research is not to expla@tancing behavior, but to
develop ways to identify it empirically and to ewade its impact on the system, as
it is my understanding that this effort was notquad sufficiently, not even by the
few works that specifically dealt with the subjedtinternal balancing such as
Elman (1999) and Resende-Santos (2007) (reviewdtkiprevious chapter).

Hence, this chapter defines internal balancing @stdblishes criteria to
identify this behavior empirically. For that purgost is important to highlight,
first and foremost, that internal balancing is tieaited here aspolicy, since this
could have unwanted implications regarding the eéssfi awareness. In other
words, if | were to treat internal balancing as d@iqy, this could imply that
balancing only occurs when there is a clear intentdo balance. Stated otherwise:
readers would think that behaviors could only balifjed as internal balancing
when the desire to establish systemic equilibribpnthe part of policymakers or
by states considered as a unit) was present. Tdrereh order to avoid restricting
internal balancing to an intentional and formalipgl this phenomenon will be
considered as process comprised by a series bkehaviors that are logically in
sequence, but that may not be empirically so. Thab say that | deductively

develop a theoretical model of the process of irakpalancing to be contrasted in
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the following chapters to concrete Chinese econand military behaviors after
the end of the Cold War.

At this point, another note of caution is in orddre primary aim is to
develop criteria to identifglobal internal balancing, that is, balancing pursued
against the sole pole of the unipolar global systemgurated with the fall of the
USSR. This is because it is acknowledged herebidlancing can also happen on
a regional level, i.e., against regional powersvé¥heless, as the purpose of this
dissertation is to verify if the global system isanging by means of internal
balancing, one needs to design ways to differenaatong efforts merely forged
to counter regional enemies and efforts aimedestte pole.

Therefore, | must promptly clarify that the effeetiaccomplishment of the
result of global systemic balance is not hereirdussea criterion to identify global
balancing practices. This would neglect the pobsibihat both effective and
ineffective balancing behaviors could take placewklver, | argue that there must
be a connection between the behavior and the bguith outcome so that an
action can be characterized as balancing. In otleeds, to qualify a group of
actions as global internal balancing, it is necgssa evaluate itprospects to
reduce the capabilities gap between the sole pald the balancer candidate.
This is to say that, although the results of statgions matter in the
characterization of internal balancing, it is nequired that those actions produce
global equilibrium in order to name an action “ghbmternal balancing”.

In view of that, global internal balancing must theught as a group of
behaviors that would not be pursued if the conegioin of power to be countered
was not the U.S. This is to say that, to qualifyirgernal balancing, behaviors
need to function as a reaction to U.S. superioHiywever, by that | do not mean
that theintentionand theend resultof those actions are exclusively to be able to
deal with American capabilities. Obviously, the saefforts and capabilities used
to balance the U.S. could also help a balanceridated to deal with other
possible adversaries. In addition, the global b=#ds intention may also be to
balance a regional power. When | say that a grdwgeiions needs to function as
a reaction to U.S. power to qualify as global in&rbalancing, | mean that it
mustincrease a balancer’s capacity to win a possible against the U.S

Nonetheless, | argue that the very first phasehefinhternal balancing

process is characterized by the development of dbenéesatures or, in other
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words, economic and political capabilities that miat immediately increase a
balancer’s capabilities to win a war, but make thssible in the long run. In
spite of the fact that it does not immediately @age a balancer candidate’s
capabilities to win a war against the dominant ptie economic and domestic
components of the global internal balancing pro@ssof paramount analytical
importance since they help to differentiate betwgleal internal balancing and
other sorts of defensive improvements. Clearly,bglobalancing involves
improvements on defensive capacity against a plesaiback by the sole pole.
However, if balancing behavior results were retdcto this requirement, any
increase on a country’s arsenal or defense modgimmiz would qualify as
balancing, since it potentially improves the praspeof defense. Nonetheless,
global balancing is here seen as a means of gbahigical change. It is a behavior
put into effect by a state in the path to beconammple in the system, i.e., of not
only being better at defending itself against angmy, but being able to actually
win if involved in a major conflict against globpbwers. And to win a conflict
weapons are of course needed, but economic anticpbliapabilities to sustain
the war effort are also essential.

In this respect, the various theories mentionedipusly drive attention to
different domestic and economic features whichinesihe characterization of the
first phase of the global internal balancing precess was developed in the
preceding sections, PTT supporters stress thasftnanations inproductivity
andpopulation are related to the rise of powers and Gilpin (2@02R)es attention
to transformations in sectors sucht@msportation, communications and in the
economic systemtself. In addition, LLCT scholars highlight theusal relation
betweeneconomic innovationsand the rise and fall of great powers. According
to these scholars, the rise of a dominant poweheésresult of some sort of
invention related to the leading sectors of wortreemy which provides the
inventor with the sort of advantages that usuakyived from monopoly. In
contrast, the decline of a dominant power is causgdhe diffusion of its
economic innovations to other states (RASLER; THE@®N, 1994).

In view of that, | believe it is reasonable to exipiat a dominant power
candidate will first emulate the current dominambwpr's key economic
innovations before it comes up with some sort ojomaconomic innovation.

Therefore, the process of internal balancing migégin with the attempt to
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emulate important economic innovations producedhieyformer dominant state.
Accordingly, it is important to identify some ofeéheconomic improvements
responsible for the U.S. initial take-off.

In this respect, it is proposed here that capitahstitutions are an
undeniable source of American prominence. Therefoyemeans of theoretical
deduction, it is logical to state that a balancamdidate will probably begin the
internal balancing process by emulating Americapitaism. In this sense, the
first empirical chapter of this dissertation willaduate the behaviors of emulation
and innovation in relation to Chinese adoption apitalist institutions such as
private property and banking.

In what comes to political features, the PTT antpi@i(2002) work with
the concept opolitical capacity, which relates to the distinction between state
power and national power: the latter being the sdira country’s assets and the
former being comprised by what state authorities ceally use for public
purposes. As indicators of political capacity, lda the PTT in choosing fiscal
and tax policy. Thus, Chinese central governmarformance in taxing its
citizens and devoting public sources for public pysosesis investigated in
chapter 4

The financial and political improvements achievadhe previous phase
(and the maintenance of these achievements in &m&ple the second phase of
the internal balancing process which is militarynature. In the military phase,
the requirement that the balancer’'s behaviorsedtathe current dominant state’s
strategies and capabilities becomes even moreamtleln other words, to qualify
as internal balancing in a unipolar system, a amyitbuild-up must increase the
balancer’s prospects of winning a war against tiipale.

To deal with the unipole’s capabilities, a balanoeght choose: 1) off-
setting — to increase the number or quality of veeapalready at the disposal of
the balancer candidate; 2) emulation — to copy epraduce the adversary’'s
capabilities; and/or 3) innovation — to come uphwitew capabilities that help
counter the ones owned by a potential opponent.

In order to empirically identify the different imteal balancing behaviors
that states can pursue in this second phase oftiimal balancing process, first
and foremost, it is important to identify the cajiibs possessed by the current

dominant power. Therefore, whenever one decidessioif internal balancing is


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

88

happening, a technical preliminary analysis isrideo. It is necessary to identify
which capabilities are responsible for the curgguies’ predominance and which
capabilities would be decisive in the event of & against pole candidates.

In face of that, in order to test if internal batang is happening in the
current system, one needs first to evaluate whagalilities would be decisive
for the U.S. in the event of a war against a palededate. Moreover, one needs to
consider that the capabilities possibly employedoetd greatly on the
geographical position of the balancer. Afterwatdsyerify if China is internally
balancing the U.S., it is essential to assessiptiocess of military modernization
being pursued by this state relates to essentiagérisan capabilities. In other
words, it is necessary to evaluate if the capadsliacquired by the Chinese can be
thought of as off-setting, emulating or innovatihg capabilities that would most
probably be employed by the U.S. in the event ehaor war against China.
Finally, as stated before, in order to qualify atahcing, a state’s actions need to
increase its prospects of winning a possible wairesg the current predominant
power and that means being able to deal with tlpalulties the superpower
might use in war.

In identifying the American capabilities that Chimaould have to deal
with, geostrategic imperatives must be taken irdaseration, especially the
need to project power through great sums of wétem result, two main sorts of
capabilities could be employed by the U.S if thesitry were involved in a war
against China: seapower and/or nuclear capabilities

The importance of seapower for a state to be cersida global pole is
supported by many theories, among which the LLCTccokding to the
proponents of this theory, regional powers are tiled by their ground forces
size, and global powers are characterized by tlssgssion of seapower. In turn,
international change happens when regional powagaii@e naval capabilities in
the desire to reach global power stature. ThusLL&T terminology, this
dissertation attempts to verify if China is chamgifrom regional to global
standing or, in other words, if it is becoming dhg regional power, by means of
acquiring maritime capabilities.

Nonetheless, due to the nuclear arsenal at theshspf the U.S., it is

possible, at least in theory, that nuclear weagmnsised by this country if the
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interests at stake are considered important enollgbrefore, this dissertation
also dedicates one chapter to the Chinese nucksgpans modernization.

However, analyzing the capabilities acquired byn@rafter the Cold War
is not enough to grasp the manifestation of a ptssnternal balancing process.
It is also important to investigate the theatewimch a conflict might take place
so that the adequacy of the capabilities acquitad lme assessed. As will be
shown in the next chapters, analysts predict thatconflict happens between the
U.S. and China in the near future, it will not tgikace next to the U.S., but in
Asia.

Therefore, this dissertation investigates Chinasesasing efforts tdeny
U.S. access to the Asian regioThis is due to the understanding that it is not
necessary to find out that China is equating th®. h total capabilities in order
to say that global internal balancing is happerand that it is having a systemic
impact. If this dissertation finds out that Chirsaalready able to impose great
limitations in what regards U.S. actions in Asikistwould be a clear sign of
internal balancing and at least the beginning térmational systemic change. In
other words, we corroborate Ross’s understandiagathough theonsequences
of the internal balancing behavior are global, dbgons that constitute balancing
take place regionally (ROSS, 2006).

Accordingly, as stated before in relation to ecormomnovations, it also
seems reasonable to think that in the beginninth@fmilitary phase an eventual
challenger would emulate a dominant state’s myliianovations. This is due to
the fact that competition in a self-help systemst@ins states to seek to perform
equally the same military tasks. For that purposeulation is less time-
consuming and less risky (since the main riskstemubles when creating a new
military system were incurred by others) (RESENDENTOS, 2007).

Nonetheless, the geographic location of a posdiblancer and possible
battle theaters also influence the kind of weapgorse acquired and strategic and
doctrinal concepts adopted. As a result, it is @l ltask to establish beforehand
which of the internal balancing behaviors will beferred by China in case it has
already initiated the internal balancing processweler, it seems logical to argue
that military innovation is a more advanced behawbich probably will not be
present at the early stages of this process. Tdrexeff internal balancing is

already happening, it is probably taking the fornoff-setting and/or emulation.
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In sum, in order to verify if China is pursuing gl internal balancing, its
economic and military behaviors after the end of tBold War should be
contrasted to the following logical sequenckevelopment of economic and
political capabilities (which include emulation ofthe U.S. main economic and
political developments) > some sort of economic innovation> offsetting
and/or emulation of the current leader’'s military capabilities - military

innovation.
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The domestic and economic components of the interna I

balancing process

4.1

Introduction

This chapter aims at characterizing some of the adti; and economic
developments which are here considered as esseatighonents of the internal
balancing model proposed in this dissertationh&extent that they are supposed
to enable China to become a pole candidate andrgug balancing behaviors in
case Chinese authorities decide to do so. Accoardimg was suggested in the
previous chapter, the following economic and domedactors will be
emphasizedproductivity , population andpolitical capacity.

In order to observe changes in productivity and utetpon, this
dissertation recurs to a literature that attemptsanke sense of the Chinese
economic growth process. At this point, | focustbe possible emulation of the
capitalist economic system by China. In especiahquire whether capitalist
institutions related tproperty andfinance were emulated by this country and, if
they were, how so. In addition, the chapter ingegés whether economists relate
the Chinese economic growth phenomenon to the moopdf capitalist
institutions.

Last but not least, the chapter focusespaiitical capacity, which is
herein understood as the government capacity & d@akantage of the country’s
economic growth dividends, using them to providéligugoods and services.
This is based on the idea that economic growthdslfiis insufficient to enable a
country to become a pole. Together with growth, de pcandidate should
experience the improvement of the central goverrtimextraction capacity. This
is supposed to enable the government to directditidends of growth to the
pursuit of public interests such as defense anskiply, balancing. Therefore, the
last section of the chapter analyZissal and tax developmentsn China during

the most recent decades.
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4.2

Characterizing China’s economic growth

Since the foundation of the People’s Republic ofin@hin 1949, the
Chinese economy has undergone two major wavesamigeh From 1949 to 1977,
in tune with its communist political system, Chimaéconomy went through
collectivization and centralization. Nonethelesggibning in 1978, major
economic reforms led by Deng Xiaoping took placedhina. The reforms
comprehended the incorporation of capitalist iofths by this country, a
development which is regarded by many economista asjor determinant of
China’s economic growth acceleration (WEI; ZHIZHO2007, p. 9; YANRUI,
2007).

Economic growth can be understood as a processghravhich a given
political unit realizes economic aggregate enlargeinin a certain period (WEI;
ZHIZHOU, 2007). This section exposes the aggrefigtees that reflect China’s
economic growth during the past decades and dissussne of the reasons often
presented by scholars to explain this phenomenan.gdneral terms, the
incorporation of capitalist mechanisms and insbig by this country is often
cited among the reasons that explain growth. Howesewill be shown in what
follows, the Chinese incorporation of capitalismswaursued in a very peculiar
fashion.

In order to fully grasp China’s economic growth ¢gess, it is important to
first highlight a group of economic figures. In espal, the table below shows the
transformations that took place from 1978 to 201@vhat regards the principal

macroeconomic figures.
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Table 1 — Evolution of main macroeconomic figures

Aggregate Data
- Average Annual Growth Rate
1978 1990 2000 2009 2010 1979- 1991- 2001-
2010 2010 2010
Population and Employment
Population (10 000 persons)

Population at Year-end 9625¢ 114333 126743 133450 134091 1,0 0,8 0,6
Urban 17245 30195 45906 64512 66978 43 4,1 38
Rural 79014 84133 8083 68938 67113 -0,5 1,1 -1,8

Employment (10 000 persons)
Employment 40152 64743 72085 75828 76105 2,0 0,8 0,5
Macro Economy
National Accounting (100 million yuan)

Gross National Income 3645, 18718,3 9800C,5 3414015 403260,0 9,9 10,5 10,7

Gross Domestic Product 3645,2. 18667,8 99214,6  340902,8 401202,0 9,9 10,5 10,5
Primary Industry 1027,5 5062,0 14944,7 35225,0  40533,6 4,6 4,0 4,2
Secondary Industry 17452 7717,4 455559 157638,8 1875614 11,4 12,5 115
Tertiary Industry 872, 5888,4  38714,0 1480330 1730€7,0 10,9 10,7 11,2

Gross Domestic Product by Expenditure Apphoac 3605,6 193478 987490 346316,6 394307,6
Final Consumption Expenditure 2239,1 1290, 61516,0 1668201  186905,3

Household Consumption Expenditures 91’5  9450,9 458546 1211299 1332909
Government Consumption Expenditure 8180 2639,6 156614 45690,2 53614,4
Gross Capital Formation 1377,9 6747,0 34842,8 1644632 191690,8
Net Export of Goods and Services -11,4 310, 2390,2 15033,3 157115
Investment in Fixed Assets (200 million yuan)
Total Investment in Fixed Assets 4517,0 32917,7 2245988 2781219 22,6 P3,0
Urban 32744 26221,8 1939204 2414309 23,8 p4,2
Real Estate Development 253,% 4984,1 36241,8 482504 31,2 255
Rural 1242,6 6695,9 30678,4  36691,0 18,3 17,3
Floor Space of Buildings under Construction (10 000 sq.r) 137171 265294 754189 885173 9,8 8| 12,
Floor Space of Buildings Completed (10 000 sq.n}) 107¢52 181374 302117 304306 3 5 5,3
Consumption
Total Retail Sales of Consumer Goods (100 million yug 1559 8300 391C6 132678 1569985,504464 15,835212  14,91203f08
Foreign Trade

Total Value of Imports and Exports (USD 100 milli 206,4 1154,4 47429 220754  29740,06,803867 17,63843  20,15163p27
BExports 97,5 620,9 2492,0 12016,1 15777,%7,228265 17,557647  20,26773552
Imports 108,¢ 533,5 22509 10059,2 139€2,46,378544 17,731139  20,02190{01

Actually Utilization of Foreign Capital
Foreign Direct Investments (USD 100 million) 349 407,2 90,3 1057,4 18,600997 10,013614p4
Other Foreign Investments (USD 100 million 2,7 86,4 17,7 30,9 12,995996  -9,7840780H8

Source: adapted from China Statistical
Yearbook, 2011. Figures in value terms are in cunpeices (2011)

The figures above are a clear evidence of Chinadsi@mic growth, since
great increases can be observed in what concdrm®@rtant macroeconomic
figures, such as exports (from 9,75 billion dollarsl978 to approximately 1,58
trillion dollars in 2010) and GDP (3,6 billion yuam 1978 to 40,12 trillion yuan
in 2010). However, besides characterizing Chinanemic growth by exposing
aggregate figures, it is also important to makessenf this phenomenon,
discussing some of the reasons often cited by eomt® to explain China’s
growth.


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

94

In general, when attempting to explain economicwginp economists
stress the importance @roductivity improvements. To increase productivity
aggregate figures, many paths are available: fetaice, institutional innovation
may provide incentives to individuals, leading themproduce more. In addition,
there can be an increase on the input of capitdoarother production factors.
Technical innovation is another source of produtgtivtmprovement, i.e., of
increasing production efficiency (WEI; ZHIZHOU, 200

Traditional theoretical frameworks that explain momic growth tend to
observe changes on productivity, labor and capitadbor productivity
(understood as the amount of GDP per employeegpased quickly after the
reforms: in 2004, it was 5.33 times as much as9ir81(YANRUI, 2007). In this
respect, Wong (2007) argues that China’s growttedeed highly on the increase
of labor force which was made possible by the fexesce of workers from the
low-productivity agriculture sector to high-prodieet manufacturing.

However, investment efficiency evolved less thavotaefficiency during
the period. Concerning this last issue, Yanrui {@0flaims that most studies on
China's economic growth support the argument thaital formation was the
main driver of China’s growth. However, althoughe tamount of capital
increased, not necessary the efficiency of its dise Finally, in relation to
technical change (which refers to the positive iotpe technical innovation on
the production process), progress is not so obveter. In sum, increases in
production capacity after the reforms mainly demeh@dn scale enlargement
instead of technical change. Accordingly, Wei artdzHou (2007) argue that
local governments in China prioritized investmenals instead of investment
efficiency. Obviously, the more investments areadticed in a region the more
developments take place.

In the same vein, Wong (2007) presents what he @aNirtuous circle
responsible for China’s growth: high rates of inwesnts—> high export growth
- high GDP growth-> high savings> high investments. In other words, the
scholar states that China’'s economic growth waslyigased on investments,
l.e., fuelled by input of more capital and not aoquctivity increases (WONG,
2007, p. 50). Wei and Zhizhou (2007) warn that @enese way of achieving
economic growth has advantages and disadvantagebeAsame time that the

increase of investments inputs means that a reggonbe developed in a short
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period, it also implies the high consumption ratééimited natural resources (p.
22)

Economists also link Chinese economic growth witterinational trade
developments. More specifically, Rudai and Yao {@00nk China's trade
strategy to its record of economic growth. Theseokrs name the Chinese trade
strategy as “limited catch-up”, which refers toautry that exports products that
have higher technological contents than what thepavative advantage-based
international division of labor allows it to. Thisto say that a country that adopts
this strategy does not aim at catching up withrttest advanced technologically
speaking traders, but also does more than is eeghdidm a country that invests
in its comparative advantage (RUDAI; YAO, 2007 1p6).

Nonetheless, the theory and empirical analysis [dped by Rudai and
Yao (2007) claim to provide a way to reconcile cangpive advantage and catch-
up. This is because the scholars believe thaharshort run, the catch-up strategy
is necessary for a country to close the gap wittaaded countries. But, in the
long run, the scholars believe that every countndse up following its
comparative advantage. They also claim that Crartill in the catch-up phase.
Based on the trajectories of South Korea and Taiwla@ scholars argue that
China has about 20 years more for fast economietgr{p. 180-181).

Similarly, Tong (2007) stresses the correlatiomieein international trade
and Chinese economic growth, and, especially, tige trade imbalances with the
US and the European Union. Moreover, the scholaemes that China developed
a different kind of trade relationship with its gebors. Between 2000 and 2004,
the share of other Asian countries exports to Chmoeeased from 7 percent to 12
percent (p. 184-186). China maintains large surplitls the US and the EU, but
observes deficits with its Asian neighbors (p. 188)this respect, it is important
to highlight that China's rise as a major tradiagon took place at the same time
that the manufacturing outsourcing phenomenon eeder@hina became an
export platform for companies from all around theordv and also from
neighboring economies. It has also become a crilinialin regional production
networks of manufactures, producing final goodserafprocessing parts and

components imported from economies in the regiah s Taiwan, South Korea,

! This will be discussed further by the time thetaimgbility of China’s growth is problematized in
this chapter.
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Japan, and ASEAN members. Those products are dafmrted to the US and
European Union markets.

Related to its trade strategy is the Chinese dmtisd attract foreign
investment to high technology industries and exporiented ones. The
participation of foreign firms contributed enormbuso the transformation of
China’s economy. Manufacturing activities have leedragmented and China
has been incorporated in trade and high-tech ptmdumetwork$. Scholars
believe that the participation of foreign firms hdmelped technological
advancement and productivity improvement of the elstm firms, in a process of
technology spillover (TONG, 2007).

Transformations idemography are also thought to have helped Chinese
economic growth. Very much debated is the one-gtlicy which means that an
urban couple can have only one child and a runapleocan have a second child if
the first is a girl. Scholars believe that this ipplhelped to control China’s
population growth, making fertility rates decline below-replacement levels
(DASHU, 2007, p. 333).

In this respect, Dashu (2007) employs the concéphe “demographic
dividend” to examine the relationship between Clsirdemographic transition
and economic development. Economists believe tbhahtcdes in which a large
portion of the population has reached the age faking and saving may enjoy a
boost to growth due to the increases in the accatiounl of capital and reduced
spending on dependents, what is known as the “deapbigs dividend”. It is
important to highlight that nowadays economists enatopped focusing on
population indicators such as population size amowth rate and started
concentrating on age structure, i.e., the way irciwkhe population is distributed
across different age groups.

The demographic dividend helps economic growtmgabin labor supply,
savings, and human capital. In general, low féytitates are accompanied by

rising female participation in the labor force abdby-boomers from the last

% From 1998 to 2005, the items included in the tOpChinese exporting industries changed, since
industries producing products with higher technglagntent increased their presence in the list.
Computer peripherals and computer industries adeduior more than 15 percent of total exports
by state and non-state enterprises in 2003 (in @ifpo to the figure of 4 percent observed in
1998) and the total share of traditional exportindustries such as apparel, leather shoes, and
toys, decreased from 14 percent in 1998 to 10 pemee005 (TONG, 2007, p. 196).
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round of demographic growth leave the dependentsyeAs a result, the

availability of workers is increased. Moreover, idgrthe last quarter of the 20th
century, the labor supply in China was increasgdificantly due to the migration

of farmer workers to urban areas. In what regamgimdn capital, public and

private investments in education and effective atlan reform have improved

the levels of educational attainment. Finally, dgrthe period of the demographic
window, personal savings and investments becomsilges This is because
human beings have two periods of economic deperderic the beginning and

in the end of their lives — when individuals congumore than they produce. In
contrast, during working age, individuals producerenthan they consume and
can, consequently, save money (DASHU, 2007).

Since the late 1960’s, China experienced a drantatine in fertility
rates so that, in 1990, the total dependency wdtioactive population on active
individuals declined to levels below 50 percent.e@pating in what ways
population age structure changes might affect Chipaospects for economic
development in the future, Dashu (2007) estimdtasthis age structure (named
by this scholar as the “golden age structure”) va#it about 40 years, i.e, until
2030, when the total dependency ratio will risaassult of population ageifig

Besides analyzing productivity, trade and demogaphn order to fully
grasp China’s economic growth process, Wei andhithiZ2007) suggest that we
also observe: thebjectives of economic growth; theaths to realize these
objectives; and theonstraints on the sustainability of economic growth.

It is important to highlight that China’s econongecowth figures were
high even before the economic reforms, which wertated in the end of the
1970’s: the average annual GDP growth rate fron21651978 was 6.15 percent.
However, the economic reformere regarded as accelerators of GDP growth
(WEI; ZHIZHOU, 2007). In the beginning of the refas, Wei and Zhizhou
(2007) argue that the magbjective was to produce aggregate growth regardless
of the way gains would be divided among the Chirssszety and that only more
recently the social and distributional aspect caaglhorities’ attention.

As for thepath chosen for growth, there is a clear differenceveen the
1980’s and the 1990’s. In the beginning of the 198&gricultural development

% The next section will be devoted to the discussibthe sustainability of growth in China.
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triggered China’s economic growth. Afterwards, Gfsnmain economic drives
transferred from the rural to theeban areas (WEI; ZHIZHOU, 2007).

Concerning the balance between the urban andsec#brs and its relation
to China’s economic developments, Huang (2008) esgihat capitalism with
Chinese characteristics is “a function of a pdtibalance between two Chinas —
the entrepreneurial, market-driven rural ChinaaAgs the state-led urban China.
In the 1980’s, rural China gained the upper handl, in the 1990’s, urban China
gained the upper hand” (p. xvi).

This scholar recalls that most economists judgen&&i economic
performance solely by its aggregate economic ddtmetheless, Huang (2008)
claims that, in spite of the fact that differenae<China’s GDP growth are small
between the 1980’'s and 1990’s, there is a hugeadigpin what regards the
economic and social implications of the differeatigges pursued in each of those
decades. The scholar invested efforts in studyarikimg documents and came to
the conclusion that a more entrepreneurial versibapitalism took place in
China during the 1980’s. In contrast, state-leditaipm was the norm in the
1990’s.

According to Huang (2008), there was a reversaaanomic policies in
the beginning of the 1990’s. In a controversiahfas, the scholar claims that the
gradualist notion that China increasingly came ¢onfiore liberal is not correct.
This is because, during the 1980’s, economic pdicivere becoming
progressively more liberal, particularly in whagaeded rural areas. For instance,
there was some level of access to credit and emtaépreneurship was permitted
Nevertheless, during the 1990’s, authorities chosemphasize industrial policy
and state-led investments. It is important to ffathat GDP growth was
substantial and rapid during both eras, but thatdffects of growth were very
different. In the 1980’s, GDP growth came togethih personal income growth,
improvements in income distribution and the decbheoverty. In the 1990’s, the

welfare effects of GDP growth were not so obviquss(9).

4 Huang (2008) clarifies that documentary evideriens reforms were initiated at the very top of
the Chinese financial system. The scholar foundctiies and instructions supportive of private-
sector lending issued by the governor of the Pé&oplank of China (PBoC), China’s central bank,
and presidents of the Bank of China and the Agrical Bank of China. Therefore, liberalization
took place in the rural part of the country in t@80s, but, at that time, urban China was not
affected by the financial reforms.
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Despite the claim that private-sector policies e tural areas became
illiberal in the 1990’s, Huang (2008) admits thaitthe same time, China moved
forward in FDI liberalization and in restructuringban state owned enterprises.
Nonetheless, the scholar chooses to focus on deradlopments when explaining
the pace and the character of China’s transitiocapitalism. He justifies this
choice claiming that entrepreneurial capitalisn€Hmna is rural in origin and that,
consequently, rural policies matter more for Chéneconomic transition (p. 39).

An approach that focuses on one sector to charaeter supposed
transition from the predominance of liberal tohdéral practices is, obviously,
controversial. Even so, Huang’'s writings have theritrof revealing previously
disregarded aspects about China’s rural areasugmvely arguing that some
liberal practices took place there in the 198Qisadldition, the scholar shows that
different groups were benefited across the decades.

This is a very important piece of information if Wwave in mind the main
objectives of this dissertation. This is due to faet that, according to Gilpin
(2002), growth depends on domestic developments lteaefit certain groups
(notably elites) and persuade them to believe titcountry’s interests are in
tune with their individual interests. This suppdgechakes individuals work to
produce their own fortune and the country’s as widikerefore, the transition from
a focus on the rural sector to the urban secteeng meaningful to the extent that
it suggests a domestic development that, in sgiiéssocial effects, seemed to
have been essential to the persistence of Chicaisoenic rise.

On the other hand, in contrast to Huang's propmsstj it seems more
adequate to concurrently analyze developments imotbral and urban areas in
order to have a more comprehensive idea of Chirgenomic reforms.
Therefore, Wei and Zhizhou (2007) believe that @lsireconomic growth process
went through three different periods after the begig of the economic reforms.
The first period goes from the end of the 1970&hé&beginning of the 1990’s and
is characterized by the reform of the traditionatialist distribution system. By
the end of the 1970, urban and rural enterprise® ie@med on the basis of
collective ownership rules. This meant that averafistribution was the
fundamental distribution method. The way to breagkildrium was to adjust
income distribution. Accordingly, some individuaad regions were allowed to

become rich first, since the expectation was thlaeérs would be brought to the
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same level afterwards. Operationalizing this idesmgme changes were
implemented: for instance, urban enterprises werengmore independence and
entered markets; foreign direct investments werenjied in some coastal cities,
etc. Industrially speaking, this period was markey the development of
agriculture and ofconsumer goods manufacture

The second period of the reforms comprehendedrémsformation of the
market and the moderrenterprise systemin the 1990’s, when institutional
innovation was emphasized. In addition, in the stdal realm, China saw the
development of hi-tech industries and of modernia®r industries such as
communication, transportation, finance, and rei@te{WEI; ZHIZHOU, 2007).

The third period is marked by accelerated industedaon and economic
globalization in the beginning of the 21st centuvioreover, the rapid growth of
fixed capital investment and the development of hleavy industries are also
features of the period. Finally, market reform lbagn deepened and China has
initiated a stock share reform of state-owned financial instittions (WEI;
ZHIZHOU, 2007).

According to Wei and Zhizhou (2007ipstitutional innovation in the
economic realm in general and in the state-owneergmse system in particular
was the most important drive of growth since thferras began. First of all, it is
important to highlighthe introduction of the market economy systemThese
scholars estimate that, by the time their book waten, the market decided the
prices of above 95 percent of consuming and capialds, while 95 percent
prices were decided by the government before tloems. Nowadays, China tries
to deepen the reform of the production factors mankhich began in the 1990's.
The labor market has evolved in the sense that svagenost employees are
decided by the market. However, the capital andl lararket developed more
slowly.

Concerning the financial sector, the socialist mbaoking system has
been restructured into a central banking systerhrésembles the western one,
l.e., based on fractional reserves of commerciakbmembers. State-owned
specialized banks were incorporated by commeraalk® and some are now
listed in stock markets. Although big dominant estatvned banks persist, there

are also commercial banks formed on a share-holdiagis and financial
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institutions that operate in China. China’s twoc&tanarkets in Shanghai and
Shenzhen were launched in the 1990’s, growing(BRING; NING, 2007).

According to Ding and Ning (2007), the aforemenéidrchanges in the
financial system allowed it to play an importanieran supporting China’s
growth. This is because, as mentioned above, ¢dpitamation was one of the
major driving factors of the Chinese growth phenoare And capital formation
was sustained by high saving rates. China’s grasmg rate has been above 35
percent of GDP in most years since the mid-1980& @ove 40 percent during
most part of the 1990’s. High saving rates weresalt of the rise in income, the
changes in demographics, and the reforms in th&ihgrsector that attracted
deposits and mobilized savings. Due to low interats, capital account control,
and underdeveloped corporate capital-bond marketbanking has absorbed a
huge amount of household savings and provided thentow-cost capital to
support China’s investment-driven growth.

Nevertheless, despite these achievements, the cfalasystem has
exhibited serious flaws. This is because state-oviraks sometimes fail to play
by typical commercial banking rules. Nowadays, 8tate budget no longer
finances the capital needs of state-owned entepasd state-owned banks lend
money to SOEs’. But the residual connection betwstate-owned banks’ and
state-owned enterprises leads to a biased corpoatelending portfolio. For
instance, in 2003, state-owned companies receigepeBcent of bank credit and
private and foreign enterprises received 27 peroébank loans, in spite of the
fact that the latter are responsible for a bigderes of GDP production (DING;
NING, 2007).

China’s stock market is highly influenced by stateaed enterprises
interests. Accordingly, even the development ofstfoek market in the first place
was part of a government’s program to reform stateed enterprises. This is
because Chinese authorities believed that the stacket would provide funding
and help state-owned enterprises to transit tartket system. Thus, aiming to
ensure that the state will retain its dominant sleard control, after being listed,
SOEs created a system of “tradable shares” and-thaolable shares” (DING;
NING, 2007).

In what comes to firm governance, the voting rightimportant corporate

matters, such as the elections of the board ofctire and acquisitions, is an
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important legal right used by shareholders in weséeonomies to exercise their
influence. Nevertheless, in China the public shaldggrs hold only one-third of

the total shares in a typical company, making irsfues for individuals to make a

difference even though China adopts the rule og*share-one-vote” practiced in
the UK and US (DING; NING, 2007).

Without accountability to the shareholders, mangtelli companies
concentrate on raising mondyom the shareholders and not to return their
investments. Still related to the accountabilityuis, although the Securities Law
of People’s Republic of China (from 1998) requitlest listed companies publish
regularly their financial statements, many compsraee believed to conceal or
delay the disclosure of crucial information thatyniave adverse effects on their
share prices (DING; NING, 2007, p. 279-280).

However, more recently the split-share structurdoesng reformed. If
pursued properly, the reform of this structure wilkate conditions to improve
corporate governance and protection of shareholdghgs. If the majority of the
shares is owned directly or indirectly by the statd kept out of market, there is a
higher probability that governmental authoritiesll vinterfere with corporate
governance, making transparency and the proteafominority shareholders’
rights impossible (DING; NING, 2007, p. 285).

In what regardsproperty laws, China’s Property Law was passed on
March 16, 2007, after 13 years of debate. It ctutss a written recognition of
private property rights, confirming the revision afticle 13 fashioned in the
constitutional reform that took place in 2004. Thet that the recognition of
property rights was so late in the reform processisleading in the sense that it
gives the impression that China has grown by rglyin unique/local institutional
innovations. For instance, economists always tefércal state owned enterprises
that are known as “township and village enterpti$€¥Es) (HUANG, 2008).

Nevertheless, examining governmental resolutioaskldocuments, and
household and private-sector firm archives that $pan 1979 to 2006, Huang
(2008) unveiled that TVEs were not exactly pubbcViestern scholars believed.
The Chinese definition of TVEs refers to the loaadicof establishments and
registration, not to their ownership. In other wrdVEs were simply the name
given to businesses located in the rural areas mi@ans that, in 1985, of the 12

million businesses identified as TVEs, 10 milliorere private. In addition, the
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scholar observes that private TVEsS were most livwain the poorest and
agricultural provinces of China. According to Huatigs phenomenon, i.e., the
location of the most lucrative TVES in agricultueadd poor regions, explains the
connection between rural private entrepreneurshippmverty alleviation.

In addition, although Huang (2008) recognizes twatventional property
rights security is still flawed in China, he claithst the proprietor’s security (i.e.,
the security of a person who holds the propertyebgng from its fruits, not
necessarily being its owner) increased in the beggof the economic reforms.
This is because the Chinese policy makers in tHg 2880’s made sure to project
policy credibility and predictability. According tduang, in the beginning of the
1980’s, Chinese leaders returned assets to foraptatists, promoted meetings
with private entrepreneurs, and apologized to tprsate entrepreneurs who had
been wrongly treated by the government in the flas84). During the Cultural
Revolution, those who went into private commercked being arrested. In the
1980’s, that was reversed. In Huang's words: “tieentive effect between being
arrested and not being arrested must have beernveiags 94).

Therefore, in the 1980's, “China’s miraculous eaomgrowth” was, in
fact, very conventional in the sense that privateter dynamism and increasing
property rights security were the main reasons riaehihis phenomenon.
Nonetheless, after the Tiananmen incidents, thexe av significant reversal of
economic policies. In other words, there was a gham the trajectory of
capitalism in China: the country continued to matoWward capitalism but to a
different kind of capitalism (p. 111-112).

In the 1990’s, Chinese policy makers favored thige<iin terms of
investment and credit and taxed the rural sectdiin@ance the state-led urban
growth. Huang (2008) believes that this policy demwas not fortuitous, but was
instead based on a heavy urban bias. The governme&stments heavily in state-
allied businesses, courted FDI, restricted indigsnzapitalists, and subsidized the
urban boom by taxing the poorest segments of thmulption. This period is
called by many scholars as state-led capitalismANG, 2008, p. 173).

When trying to make sense of the introduction gfitedist institutions in
China, Chu and So (2010) have perfectly summarreticonvincingly explained

the contradictions of this later phase of the pssce
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Whereas the capitalist class has been the domagent of

neoliberalism in the West, the communist partyestetd to take
the driving seat to propel neoliberalism forwarchus, we

coined the term “state neoliberalism” to highlighe contrast
between China’s experience of neoliberalism, arad tf the

West. Obviously state neoliberalism is a highly tcadictory

term: while the party-state still claims to be coomst and to
stand on the side of workers and peasants, it fraed out all

sorts of neoliberal policies to assault workers padsants and
undermine their interests. As such, it will be ieting to study
how the contradiction of state neoliberalism had te an

oscillation between market-led and state-led deguabnt in

China, and how the party- state has handled thigradiction

over the past three decades, leading not only@cstiprising

continuation of the Chinese communist party-state,also to

the rise of China as a contending power in thetakgt world-

system (p. 49-50).

In sum, it seems reasonable to argue that Chiasamic rise is closely
related to the adoption of capitalist institutiomtowever, the incorporation of
those institutions was pursued in a peculiar fashio view of the domestic
political context. Accordingly, although the ref@ntan be understood as a
process of emulation of Western economic instihgjothe copy is not exactly
equal to the original, since it is conditioned bg political history of China.

In view of that, the next section discusses if ttentradictions that
characterize China’s economic growth process ingpaxot its sustainability.
Inquiring about the sustainability of growth is essal for the purposes of this
dissertation. This is because economic growth fisndamental requisite for the
onset of the internal balancing process, but tistaguability of growth is essential

for the maintenance of the process once it hasrbega

4.3
On the sustainability issue and the new purposes of economic

growth

Attempting to answer if China’s growth is sustaieabWong (2007)
analyzes this country’s economy in the context evallopments in East Asia.
According to this scholar, historically speakinige tEast Asian growth process is
marked by three waves. The first wave took place tduthe industrialization of

Japan and the consequent increase in its econagowtigrates. In the beginning,


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

105

Japan exported labor-intensive manufactured preduott rising wages and
increased costs in Japan resulted in the trangferef production to the NIEs,
which took-off after the 1960s. Therefore, thist ldesvelopment inaugurated the
second wave of East Asian growth. However, in t8801s costs and wages also
increased in the NIEs, forcing them to invest ipitd-intensive manufacture
instead of labor-intensive ones. China and the ASE#en, started producing
labor-intensive products, a development that W&@9T) considers as the third
wave of East Asian growth.

Japanese scholars call this phenomenon the “Flyiegse” pattern.
Accordingly, it can be said that China is one a tgeese” and that all of them
have experienced leading the flight formation, babhe have fled the formation.
Therefore, Wong (2007) argues that observing th&t Baian broader context
leads to optimism regarding the sustainability d¢fifd’s growth. However, to
continue growing, China would have to abandon teu$ on capital formation
and put emphasis on productivity. In addition, Wamgues that there is potential
for increases on domestic consumption figures. Nwtess, the potential increase
of domestic demand is conditioned on the improveamoéhe inequality figures.
In opposition to other East Asian economies suclhapan, Korea and Taiwan in
which economic growth was accompanied by a trickdem process, in China
income disparities have grown. In addition, thenernic growth benefits have
not been diffused to the Chinese rural sector (WORIB7).

In the same vein, Yanrui (2007) claims that donsestbnsumption
accounts for a relatively small share of China Gdpid that there is potential for
expansion in rural consumption. The scholar al&s g®tential for growth in the
service sector, tourism, government services, lmgnkind finance (p. 142-144).
He believes that the next round of economic grawiGhina will be characterized
by the rise of domestic consumption, incrementh@service sector, innovation
and balanced development (p. 150).

In what regards the issue of domestic consumptiah the reduction of
inequality, only more recently China’s authoritieave shown concern with
economic development to the detriment of economaevth: the latter is related
to the improvement of various aggregate indexestaedormer implies a focus
on structures and on the relationships among vargmeonomic variables such as

ownership structure, employment, industrial streestuinternational balance,
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income distribution, and regional differences. dition, Chinese authorities now
aim at transforming China’s growth model and tordase resource consumption
rates. For that purpose, technical innovation seesal. However, the promotion
of technical innovation depends on the creation tAedmaintenance of adequate
institutions (WEI; ZHIZHOU, 2007).

The 11" 5-year plan (which established directives forkeod of 2006 to
2010) made clear the objective of guaranteeingstistainability of growth and
spreading growth fruits to more people and region€hina. This is because
household consumption as a share of GDP has béemwy fsince the economic
reforms: for instance, it went from 52% in 198538% in 2005. One of the
possible explanations for this reduction is the faat education, health care and
retirement burdens have been shifted from goverhntethe household sector.
This contributes to government surplus, but alsterd@nes lower consumption
and decreasing household savings rates. In addiibma has pursued policies
that benefit the industrial sector to the detrimehthouseholds. For instance,
prices of energy consumption are lower to industeaed state-owned enterprises
have easier access to lending (YAM, 2007).

Besides the existence of differences in treatmdnhauseholds and
industries, there are also contradictions relatedhe way the rural and urban
sectors are treated. Larger cities have receivetieni public investments in
infrastructure and more funds for industrial entisgs, as well as being favored
by subsidy policies on foreign direct investmemt.2005, rural population paid
87% of health care expenditure and urban populgiend 44% (YAM, 2007, p.
84). It is as if the rural sector was exploitecthwy urban sector.

More recently, the “new socialist countryside” praxgp has been adopted
to deal with the inequality between the urban audhlrsectors. This policy
abolishes agricultural taxes, increases subsidiéarimers and government fiscal
allocation to rural infrastructure, education aealth-care (YAM, 2007).

Sustainability of growth depends also on resolviegional and sectorial
differences in labor productivity, which are larged increasing. There are great
disparities between the coastal and western reglmrtsthe greatest disparity in
what comes to productivity is in the rural-urbarvision. In what regards
variations across sectors: in the agriculture setih@ marginal product of labor

and capital diverge by approximately 2.1 times sl the four Chinese regions
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and, in the industrial sector, the disparity betwagban and rural nonfarm varies
from 3.5 to 4.7 times across the Chinese regionsth® other hand, the disparity
in the marginal return of labor and capital is lEglacross sectors: marginal
product of labor in the urban industry sector (84,2) is 32.6 times that of the
agriculture sector and the marginal product of tedpn the rural nonfarm sector
(106.2) is 7.8 times that of the agriculture se¢¥&M, 2007, p. 125).

Another issue related to sustainability of growdhthe access to energy.
China's dependence on imported oil has reached0%®-5This problem is
aggravated by overconsumption, which is stimulétgdhe policies that establish
low prices for the industrial consumption of resmg such as oil and water in
China. Overconsumption is problematic not only lseait leads to dependence
on foreign sellers but also because it leads tar@mwental degradation. In sum,
low efficiency in resource use needs to be overconweder to guarantee growth
sustainability in China (YAM, 2007).

To conclude, it is important to state that the ansibility of China’s
economic growth cannot be taken for granted. Algfiomany economists argue
that the maintenance of growth is feasible, theyddmn this forecast on the
solution of the problems discussed in this section.

Finally, it is necessary to investigate the insteats built by the Chinese
state to make sure the dividends of growth candeel,unow and in the future, for

public purposes.

4.4
The probability of using growth gains for public pu rposes:

discussing China’s political capacity

It is generally stated that the role of the pubkctor is to provide services
that private markets cannot supply efficiently, wasll as to take charge of
activities that aim at re-distributing revenue moegually (MARTINEZ-
VAZQUEZ, 2010). Accordingly, the theory of fiscabderalism claims that
governments have three main functions: resourcacatibn (so that national
governments provide public goods which benefituhmle country’s population

and local governments supply goods for their ctunesticies), income distribution,
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and macroeconomic stabilization (fiscal and moryepaticies) (LJUNGWALL et
al., 2011).

Therefore, when problematizing fiscal and tax pe$¢there are at least
two sets of questions that have to be asked: 1glwdervices and activities should
be carried out by the public sector, and 2) whietel of government should
provide each service?

Public Law scholars argue that group needs arerbettt if governments
observe the subsidiarity principle. Internationaliigis principle means that the
responsibility for the provision of services shoulé at the lowest level of
government compatible with the size of the benefiitoreover, it is claimed that
expenditures undertaken for equity or income egaabn reasons (welfare
programs, for instance) should be the respongibdftthe central government.
Finally, the responsibilities of the central govaent should have a national
dimension, such as defense and internal secuhty,justice system, foreign
relations and research (MARTINEZ-VAZQUEZ, 2010).

Therefore, when talking about state political cayascholars often refer
to governments’ ability to provide services and\éioes attributed to the public
sector. Nonetheless, this section takes one stek, loansidering that to fulfill
their responsibilities governments must first b&edb collect revenue from their
population. Secondly, they must create mechanismis as laws, regulations and
institutions to transform into public services tm@ney collected in the form of
taxes. Thus, whenever political capacity is mergtm this dissertation, the main
reference is to tax and fiscal policies.

In China, tax and fiscal policies are a peculiarmbmation of
centralization and decentralizatforChina tried to adopt a decentralized system in
the 1980’s, but, in 1994, the country performedifical revenue reform which
fundamentally changed the central-local governmelations. The end result was
an array of policies and laws that combines cemttibn in what regards revenue

and decentralization concerning expenditure. Irti@dar, the reform aimed at

® In Brazil, the subsidiary principle acquired afelient meaning over the years. Here, when
employing this principle, lawyers often mean tHe tole of local government is established by
exclusion: what is not constitutionally grantedth@ central government can be carried out by
local governments.

¢ To decentralize fiscal and tax responsibilities nget transfer the responsibility for planning,
management and resource-raising and allocationot@rgment agencies and ministries, lower
levels of government or NGO's (LIN, 2007, p. 215).
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increasing the central government’s share of tatalrevenue and its authority
over crucial issues related to fiscal policy (LJWVALL et al., 2011).

In the same vein, Lee (2000) also claims that ®@41lreforms aimed at
providing adequate revenues for the governmenghipthe central government
(p. 1007). Tax laws are made by the National P&o@engress and its Standing
Committee and the provincial governments have échpower to pass tax laws.
In turn, municipalities have no right to enact tiws. In addition, local
governments (provincial, prefecture, county andrsiwp) have no rights to issue
bonds (LIN, 2007).

The reforms established a “tax sharing system”iddig taxes in three
categories: central government taxes, local govemntaxes and joint taxes.
About the tax species: central taxes include tadoffnsumption tax, corporate
income tax (central government-owned enterprisespme tax from local and
foreign financial institutions, income tax from Irabad, headquarters banks and
insurance companies and profits from central gawemt-owned enterprises;
local government taxes include: business tax, irectemx from local enterprises,
profits from local enterprises, personal income, taxban land tax, urban
construction and maintenance tax, housing taxclehcense tax, urban real state
tax, vehicle tax, stamp tax, land appreciation st ghtering tax, agricultural tax,
cultivated land occupation tax, and contract taxj ahared taxes comprehend
value-added tax, natural resources tax. China naygateavily relies on value
added tax (VAT), corporate income tax, businessaas consumption tax. In
contrast, revenue from personal income tax is stilall and property tax has not
been established (LIN, 2011; 2007).

It is important to highlight that one of the mostportant results of the
reform was indeed the increase in central goverhmewvenue, fulfilling the
reforms’ main objective: in 1994, central governt'gershare in total revenue
reached more than 50%. In addition, since 1994 wdvernment revenue has
grown fast: in 2007, the growth rate reached 32aith in 2010, it was 21.3%. In
2010, total government revenue reached 22% of GhiB®P. This growth in
fiscal revenue is also due to: economic growth,oem@&ment of tax laws,
strengthened collection of tax and non-tax revehis, 2011).

Nonetheless, the tax-sharing system put local gowents in a difficult

fiscal position. To have a better sense of thernef impact, it is important to
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highlight the following figures: in 1980, local gennment revenue accounted for
75% of total government revenue and local governmepending constituted 46%
of total government spending. In contrast, in 20@al governments were
granted 48.9% of total government revenue and eove82.2% of total
government spending. In other words, since the ¥88%ms, local governments
have presented budgetary deficits. To cover dsfitdical governments receive
transfers from the central government. Even thdé& mrovinces need large
transfers from the central government to covertteficits (LIN, 2011, p. 86).

However, local governments were not helpless dutfegreform, having
had some sort of leeway in the onset of this pceékis is because, in spite of
the fact that taxing power became formally congwlby the central government,
some local governments were successful in alteahegax base which would be
later used to calculate central government graotdotal governments. In
addition, local governments benefit from informahd often illegal) taxing in the
form of fees and funds that they collect from cdnsehcies (LJUNGWALLet al.,
2011).

In this respect, it is important to stress thagrafrom the official budget,
China counts also on extra-budgetary revenues wihidiide non-tax revenues
collected by local governments, government ageranelsstate-owned enterprises
(SOEs). It comes in the form of charges for sewvipeovided by government
agencies, administrative fees (like licenses) awmues from businesses run by
colleges and high schools. The central governmentonger relies on extra-
budgetary revenues: its share of extra-budgetargniee was 43.6% in 1992,
coming down to 7.4% in 2008. In opposition, extralfetary revenue is still
essential for local governments (LIN, 2011, p. 85).

Moreover, besides extra-budgetary revenue, locaemuonents in China
also have off-budget revenues (which are knowntlas Little Golden Boxes”).
These revenues come from illegal fee collection aatks of government
properties. It is estimated that off-budget revemeaches 30% of total local
government revenue and about 3-4% of GDP (LIN, 20186).

Reforms have concentrated on the revenue sideegidated expenditures
assignment. In addition, the system hashoc feature since the budget of local
governments has to be submitted to the People'gyr€sm at that level and
approved by it (MARTINEZ-VAZQUEZ, 2010).
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The provincial budget is decided by the rule ofdtups and two-downs”,
since a first draft of the budget is submitted tbe approval of the central
government and then sent back to the local govemhioe revision. The revised
version is sent again to the central governmentfif@l approval. The central
government is entitled to evaluating the budgetproivincial governments and
has the responsibility to cover provincial governitige fiscal deficits through
transfers. Therefore, although local governmengstlae ones that spend more,
they have limited power to decide on what they gpléend. Also, they rely heavily
on central government transfers to fulfill theitigs (LIN, 2007, p. 218).

The current system is said to cause inefficienay eorruption. This is
because the transfer system gives the central gmet huge controlling power
over local governments. Due to the fact that th&reé government has a large
amount of funds to distribute and that the rules tlegulate this distribution are
not very clear, the central government has a ldeeivay in allocating the funds.
On the other hand, local governments have no padwecheck the central
government distribution activities (LIN, 2007).

Other problems of the Chinese expenditure assighsystem are: 1) the
mismatch between revenue collection and expenditasponsibilities, since
central government collect most of the taxes, lhé tesponsibility for the
provision of important social services is concetetiliaon local governments (such
as counties and townships); 2) lack of clarityn@@ning expenditure
assignments; 3) “wrongly” assigned responsibdgita the lowest level, such as
pensions and unemployment insurance; and 4) ladkogkontal accountability
mechanisms (MARTINEZ-VAZQUEZ, 2010).

An example of an apparent mistake in expenditusggament is social
security. Before 1978, China’s social security pemsystem was run by each
state-owned enterprise separately and governmeptogees located in other
state units were under the government respongibififter the economic reforms,
a mixed social security system was established. igve system comprehends a
social pooling account (the young contribute taoHective account that benefits
the old) and an individual account (a mandatoryoant by which individuals
save when young and withdraw savings when old) ([2I0dL1).

The problem is that funds from individual accouhtsre been used by

local governments to offset fund shortages in $opmoling accounts. For
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example, in 2008, the revenue of the social poodngount in Shanghai was
52.659 billion yuan, but the expenditure was highéd.522 billion yuan. The

same happened in 2009, when the revenue for thal gumoling account was

61.873 billion yuan and the expenditure was 71.6##n yuan. In face of the

deficits, the Shanghai city government used theafisesvenue (which is around 10
billion yuan annually) to offset the social secyrieficits in recent years. This
figures show that the current social system issustainable (LIN, 2011, p. 89-
90).

In sum, in the past two decades, China has attehtpteEansform its fiscal
and tax policies in tune with western practicescceeding in separating
government from SOEs, for instance. However, thare still problems in
expenditure assignment (MARTINEZ-VAZQUEZ, 2010).

In view of those problems, it is important to ewk China’s state
capacity during the past 20 years. Examining if idferms have contributed to
increase state capacity in China, Lee (2000) assé¢le impact of the new system
on the extractive capacity of the central governimeee explicitly refers to the
work of Organski and Kugler (1980), after which raxtive power has been
regarded as one of the most important ingredierdtate capacity. Lee clarifies
that the original purpose of Organski and Kugleswa explain why the "weak"
could beat the "strong" in international wars, stgating differences in states’
capacity to mobilize national resources for warvéitheless, Lee states that
Organski and Kugler failed to consider the politicanstraints that prevented
governments from taxing during peacetime, wheronatisurvival is not at stake.
Therefore, Lee (2000) attempts to explain the jpaliforces that result in success
or failure in extracting revenues from the popwlat{p. 1008).

He highlights the institutional aspect of politicapacity, stating that the
growth of institutional credibility improves extri@ge capacity. According to Lee
(2000), by strengthening property rights and enfigraccontract responsibilities,
the government encourages a flow of resources fhentonstituent population to
the national government. On the other hand, therades of political credibility
and institutional stability leads to strategic t@ats on the part of entrepreneurs.
If the private sector anticipates frequent reversion policies, it will protect its
interests and withhold resources. As a resultsthe will extract less wealth from

the population than it could in principle. On thtéer hand, local governments are
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used to constant institutional changes in the tad fiscal system in China.
Therefore, anticipating a forthcoming alterationtloé rules established in 1994,
local governments tended to conceal their wealtbrdler to be in a better position
in case the central government launched anothedrotireforms.

In sum, Lee (2000) believes that the Chinese degtreernment is caught
in a vicious circle of "state-strength dilemma”: ilacrease state capacity, it
centralizes the collection of taxes but continues decentralize spending
obligations to local governments. This ends up umdeng mutual trust and
political cohesion between: the efforts taken ke ¢kntral government to become
a strong government perpetuate its weaknessef28-1024).

Nevertheless, the problem of unlawful fees wasesblround 2005, when
some fees were eliminated and others were convertedaxes (in what became
known as the tax-for fee policy €& gai shui) (LIN, 2011). In addition, China’s
central government has shown great ability in adlimig the effects of world
economic crisis in 1997 and 2008. According to (2911), after both crisis
China adopted an expansionary fiscal policy whiatl the negative side-effect of
increasing budget deficits. However, governmenticeed were important in
maintaining growth in China in spite of the cridisN, 2011, p. 93).

The Chinese government’s stimulus package causeéfiait of 92.2
billion yuan in 1998 compared to a deficit of 73%ilion yuan in 20009.
Therefore, it can be said that the Chinese govemhmvas much more aggressive
in using the fiscal tool to stimulate the economy008 than in 1998 (LIN, 2011,
p. 95). The 2008 stimulus package was composedattary and fiscal policies.
The total fiscal stimulus was about 1,56idml yuan, compared to the
package of 4 trillion yuan; therefore, it is cleaost of the stimulus came from
monetary expansion. In addition, the Chinese gowent also cut the value-
added tax (VAT), excluding investment from the taase and, consequently,
reducing business tax burden and increasing invagt(hIN, 2011).

Therefore, the increase in the central governmeattibty to deal with
world crises might indicate strengthened state @apan other words, it seems
safe to argue that the central government’s cgptaciielp in the maintenance of
growth and in using the dividends of growth for palpurposes has increased

considerably during the past decades.
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The modernization of Chinese nuclear forces: a first sign of

internal balancing against the United States?

5.1

Introduction

According to the theoretical model developed in finst chapters of this
dissertation, “internal balancing” by pole candefaturing unipolarity is herein seen
as a process that consists of two components: a&stamrand economic one (which
establishes the economic and political foundattbas make the beginning of internal
balancing possible, as well as the maintenanchasfet efforts in time) and a military
one (which comprehends the reaction to the domistat¢’s capabilities through off-
setting, emulation and/or innovation). It was gbseviously argued that, in order to
empirically analyze the occurrence of the militptyase of internal balancing, it is
necessary to first and foremost identify which thie capabilities and institutions that
constitute the grounds of the dominant state premge. Accordingly, this
dissertation relies on the assumption that two rsets of capabilities constitute the
basis of American power: its nuclear arsenal amdeapower. As argued in chapter 3,
this is due to the fact that those are the veryab#ifies which make possible the
projection of power by the U.S. to regions othertlts own.

Therefore, if the American nuclear arsenal is oh¢he foundations of its
prominence, one should expect that a pole candwdaitd react to those capabilities
in its pursuit of a more favorable internationadtdbution of power. In other words,
to verify if internal balancing is currently happeg or not, one needs to observe
China'’s behavior towards nuclear weapons. Speltyficane needs to investigate if it
is possible to identify off-setting, emulation amdihnovation by the Chinese in what
regards the American nuclear arsenal. In addiboe, needs to evaluate the results of
the Chinese nuclear modernization efforts. Thisesause a group of actions is only

herein considered as part of an internal balanpiogess if their consequence is to
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raise the chances that the balancer wins a wanstgaie opponent pole.

With that purpose in mind, this chapter will inteawith a brief historic
review of the Chinese strategic program. This isnaispensable step back since the
current developments in the Chinese nuclear pal@yot occur in a vacuum. What
the Chinese decide to do during the years of uarggl depends on the progress
reached during the Cold War. The very options oflemnization are dependent on the
stature of the arsenal that is being modernized.

As will be shown in what follows, the creation betChinese nuclear arsenal
during the Cold War was a reaction to the Ameriaesenal. In this sense, it seems
fair to say that actions that resemble internabbahg have been undertaken by
China in bipolarity. In fact, during part of the l@d/Nar, Chinese authorities thought
of both the Soviets and the Americans as possipfments in a nuclear conflict.
Nonetheless, the results of China’s nuclear effaré&e not enough to raise its
prospects of winning a nuclear war against eittighe poles, since China’s arsenal
could not even survive a first strike against itglear forces.

Therefore, if a second strike capability was noCimna’s possession during
the Cold War, there was no way this country couild asnuclear war against the U.S.
or the USSR. The possession of second strike déajeshis herein considered as the
minimal requirement for a country to have any clesnof winning a war against a
nuclear superpower.

In face of that, as will be demonstrated below, ®@hinese nuclear
modernization efforts after the end of the Cold Véme closer to meeting the
requirements established in this dissertation lifyua group of actions as internal
balancing. In order to state that internal balapémhappening in the nuclear realm,
not only must the Chinese actions involve off-settiemulation and innovation in
comparison to the U.S. nuclear power, but the aqumesace of the balancer’s behavior
must be the reduction of the gap between the UdSGinina’s nuclear capabilities,

improving the latter chances of winning a war agaihe former.
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5.2

A brief review of the Chinese nuclear weapons program history

In a seminal work about the origins and the maiwettgyments of the Chinese
nuclear weapons program during the Cold War, Lewis Litai (1988) recall China's
first generation of leaders’ rhetoric against th&.Land the Chinese relationship with
the Soviets in the first years of the Cold War. r@ls alliance with the USSR —
established on February 14, 1950 — was initialgnsas the only way to defeat what
was referred by the Chinese as “American impendlig. 6).

On October, 1950, Mao Zedong decided to interventhé Korean conflict
sending troops to help the North Koreans. During tlonflict, the Soviets provided
great support for the Chinese, what contributeddepen China's relations with the
USSR at that point. The Korean War was decisivehanhistory of China’s nuclear
program, since it exposed the Chinese to technmbgnodernization and to the
threat of a nuclear attack.

Lewis and Litai (1988) recall that, during the 195Ghe American policy
towards nuclear weapons stated that, in the eviémbgiilities, either with the Soviet
Union or with China, the United States would coesichuclear weapons to be
available for use as any other munitions (p. 1'0).nfake the perception of threat
even worse, the U.S. signed a defense treaty wiiwah in 1955. The
aforementioned authors believe that, analyzingimidight, the American threat to
use nuclear weapons against China was not reathbuthinese perceived it as real
and this perception was a major factor leading ton&s acquisition of nuclear
weapons (p. 34). In addition, nationalism and dirfigethat never again would the
Chinese endure nuclear blackmail also help to @xpldina’s decision to build a
nuclear arsenal (p. 36).

In face of the reasoning behind the decision toumegnuclear weapons
during bipolarity, it seems fair to say that their@@se were reacting to one pole in
particular: the U.S. However, at that point, therre, at least in theory, two possible
targets of nuclear emulation in the process ofalstiuilding the bomb: the Soviet

and the American nuclear program. Due to the excgteof an alliance between the
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Chinese and the Soviets established in 1950, itlagisal that the target of nuclear
emulation would be the Soviet program. Nonetheldgss Chinese strategic program
during the Cold War was the result of an intergstcombination of offsetting,
emulation and innovation in relation to both theyi§ts and the Americans.

The development and production of the Chinese au@esenal went from a
phase of dependency to a phase of self-relianamnformity with the developments
of the Sino-Soviet alliance. The nuclear dependesitgse occurred from 1955 to
1958, resulting in gains in training, resourcessigless and equipment. Dependency
towards the Soviets was also one of the reasonad#te institutional split between
the strategic and the conventional weapons program&8hina: the necessity to
constantly negotiate nuclear assistance with theeBomade the politicians willing
to work with scientists, empowering the latter. Hagne liberty was never conferred
to the technicians involved in the conventional pages production (LEWIS; LITAI,
1988, p. 221).

The years of interdependence occurred from 1959960, when China
pursued a dual-track approach to the bomb: seedgsigtance from the Soviets, but
also investing in future self-reliance. This periofdtime coincided with the Great
Leap Forward and its collapse. In face of socialesfy Nie Rongzhen and Song
Rengiong, backed up by Zhou Enlai (Premier of tRE€Rrom 1949 to 1976), forged
a strong military organization of a special kindsbd on strong personal networks, a
need for secrecy and geographical insularity. H@awe is important to say that the
Chinese experimented with organizational varietg &ottom-up initiative. In the
words of Lewis and Litai (1988): it “was not a syst built on textbook efficiency or
mindless obedience. That was the secret of itsesst¢p. 223).

The years of independence began after the Sowgisrts left China in the
beginning of the 1960’s. The different views of Madedong and Nikita Khrushchev
on the subject of the strategic implications oflaacweapons were among the major
causes of the Sino-Soviet split. In addition, thkt svas rooted in disputes regarding
the construction of a Soviet radio station in Ch{mdat was denied by Chinese
authorities), the Soviet failure to provide a ptgpe nuclear bomb to China as was

previously promised and the Chinese attack of then@y and Matsu Islands (an act
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that was regarded by the Soviets as irresponsdfia\nor).

Between 1962 and 1964, the Chinese technicianscawer two major
problems by themselves: the production of enrichezhium and the design of a
neutron initiator. To meet these challenges, thm&e pursued a path of emulation
and innovation. China enjoyed the advantages thavel from the fact that it was a
follow-on nuclear state. In what regards to costparticular, Lewis and Litai (1988)
believe the Chinese strategic program was a Istd&pensive than the American one
for the following reasons:

1) they did not have to do much creative work laugely copied
what others had done; 2) they did not make cosibakes; 3) the
costs of skilled labor were about 1 percent of twsts of
comparable labor in the United States; and 4) smght to build
less sophisticated and less accurate weapons lieaanes in the
U.S. arsenal (p. 108).

Being a follow-on state meant that China's scienti®ew in general terms
which avenues to pursue and could avoid costlyakést as a result. According to
Lewis and Litai (1988), each move was approvedr afegailed comparison to the
ones taken by other nations, with special attertboothe American program (p. 107).
Therefore, at this point, there are some signsraflation not only from the Soviets,
but also from the Americans. This is because mamercan scientific discovers
were openly available in specialized internatignatlications.

Speaking about international assistance, Liu Xiy&ize-minister of the
Second Ministry, the Chinese organization respdadir the production of nuclear
weapons) acknowledged that: “Without Soviet help,) (it would have been
impossible for us to have achieved such a rapidesscin making the atomic and
hydrogen bombs”. Furthermore, Liu states that Chinald not get “any secret
scientific or technical data concerning hydrogewettgoment”, but that international
reports “contributed to the unification of our ideand to the determination of our
goals” @pudLEWIS; LITAI, 1988, p. 199).

Nonetheless, exactly because complete informatias not available neither
in what concerned the American nuclear programtiherSoviet, the Chinese had to

innovate in order to accomplish the goal of buidithe nuclear bomb. For that
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purpose, the Chinese authorities forged a rathejuennuclear weapons program,
under the coordination of Nie Rongzhen, which ingabaational level coordination,
although tolerating organizational flexibility ardiversity. The program had some
peculiar managerial characteristics (especially ifgavin mind the Chinese
organizational patterns of the time), which wergpansible for its success. First of
all, the strategic program had the support of Heyel politicians and the close
relationship between technicians and politicianp@mered the former, giving them
freedom to work. It was amply understood that ttiergific and technical decision
making should be left to the experts. Moreover, stedf involved with the nuclear
program was not bigger than necessary and wasfigdalihere were not excessive
reporting requirements and there were channels ashnaunication established
between the scientists and the end users (the aloness); and careful prototyping
and testing of devices were current practices (LEMTAI, 1988, p. 232-234).
Accordingly:

The necessity of problem solving in engineeringuinegl an
attitude of discovery and invention, and a numbetsoientific”
breakthroughs and “technical” innovations entail@aking the
political and bureaucratic system experiment inehawnodes of
nationwide cooperation with the science and teamplsystems.
When the managerial institutions worked best, imtive concepts
and engineering designs either functioned well firs& time or
were revised through trial and error by specialists many
bureaucratic levels in a rare spirit of mutual h@lgWIS; LITAI,
1988, p. 225).

Last but not least, Lewis and Litai (1988) identigasons for the success of
the Chinese in developing and producing the nudlearb on a more personal level:
“The extreme secrecy and isolation of most indialtes in the nuclear program
probably added to the atmosphere of high adveramdethe promise of unparalleled
rewards” (p. 235). The program's goals were edabtl in face of international
standards and the participants believed that aitathose goals would be recognized
by high authorities, resulting in benefits not ofdy the nation, but for themselves as
well (p. 235).

As for the delivery system development and productiewis and Hua (1992)

highlight that direct Soviet assistance was scdfodowing the decision to develop
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ballistic missiles in the mid 1950’s, the Chinesgnediately turned to the Soviets for
help, to what they responded providing two typesnigsiles: the R-1 and the R-2.
However, the range of those missiles and the dizbeopayloads they could carry
were very limited. This led the Chinese to begithia late 1950’s the development of
a missile series known a@engfengor DF ballistic missiles. The first DF (DF-1) was
inspired in the Soviet missile R-12. In spite o flact that the USSR had refused to
provide it to China, Chinese rocketry studenthmmWSSR got important information
on this missile both through their studies in theSR and also via interviews with
the personnel involved in the R-12 development@oduction (LEWIS; HUA, 1992,
p. 13).

Regarding the strategic concerns that lead theepsoof missile production,
the initial inclination was clearly to react to theS nuclear arsenal. An evidence of
that is a plan devised by the Chinese in the d&60's to build four types of missiles
in eight years. Each type of missile would haveffem@nt range based on a specific
imaginary target. The imaginary targets in theioagplan from 1964 were the U.S.
and its allies: Japan (DF-2), the Philippines (DF&uam (DF-4) and the continental
U.S. (DF-5). In 1969, as the Sino-Soviet tensiomtensified, the Soviets were
included as a possible target of the DF-4 (LEWISTAL 1988, p. 212; LEWIS;
HUA, 1992).

After the relationship between the USSR and Chimasened, Chinese
missile designers were left on their own, but tlwi& influence persisted in the
sense that Chinese scientists have followed thdeSovay of building ballistic
missiles with liquid propellants and large throwigie (LEWIS; HUA, 1992, p. 21).
On the other hand, in need to decide on the best twaprotect their first
intercontinental ballistic missile (the DF-5), tHeéhinese carefully studied the
American means of storage, choosing to keep itlas,ssince this was the original
way the Americans kept the Titan Il (DF-5's “twinigsile” in the U.S. arsenal)
(LEWIS; HUA, p. 24). Therefore, in regards to missproduction, the Chinese
emulated both from the Soviets and from the Amasca

Finally, in what comes to the development of aneassda deterrent, the

decision to build a ballistic missile nuclear subima (SSBN) was taken in the late
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1950's. Contrary to what has been done by bothUl and the USSR, China’s
authorities decided to develop concomitantly bdte submarine and the ballistic
missile to be deployed to it (SLBM), launching ke tsame time “Project 09” (the
submarine development program) and “Project JLé (thissile development program)
(LEWIS; LITAI, 1994, p. 5).

In the very beginning of these programs, the Clenagain sought Soviet
assistance, but the programs’ inauguration coigcigieh the deterioration of the
Sino-Soviet alliance. When refusing to aid the @bk in the construction of a
nuclear submarine of their own, Nikita Khrushch&ated: “I don't consider that you
are able to develop such complicated technologsethase required for a nuclear
submarine. You don't have to spend so much monage @he Soviet Union has
nuclear submarines you will already have them. Afe areate a joint flotilla”gpud
LEWIS; LITAI, 1994, p. 18). In face of that, Mao deng responded: “We will have
to build nuclear submarines even if it takes u900,years!” §pud LEWIS; LITAI,
1994, p. 18).

In spite of the fact that formal Soviet help was poovided, it is possible to
say that the Chinese built on Soviet technologgdostruct its first SSBN. This is
because, although assistance to the SSBN progrand&aed, the last conventional
naval assistance agreement between the USSR and @as signed in the end of
1958. Under this agreement, Moscow licensed thené3ei construction of a
conventional-powered ballistic missile submarinepedium-sized attack submarine,
two sizes of missile craft, hydrofoil torpedo boasubmarine-to-surface missile and
a ship-to-ship missile. This technology helped @fenese with missile propulsion
and guidance, as well as missile submarine consiru(LEWIS; LITAI, 1994, p. 17).

In addition, although having to reach solutions tbkeir own in the
construction of a SSBN and a SLBM, the Chinese d@ambss to open international
publications that reported the development of Anarisubmarines and SLBMs. The
American SSBN and SLBM programs were closely watchg China’s authorities
and technicians. The former were especially intetceén the institutional solutions
forged by the Americans which involved the Navyhe development process:

The central role of a military service in an adwhecesearch-and-
development program was unprecedented and in fecinbt been
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repeated since. Though the shipbuilding ministige tSixth
Ministry of Machine Building, would eventually b@un off from
the First and the follow on Third Ministry, and timavy would
share some of its project-related authority witis 8tate organ, the
navy continued to play a central directing rolethe development
of both the submarine and the SLBM throughout. éfiring this
role, it is worth noting, the Chinese conscioustydied the
bureaucratic powers and techniques of the U.S. WaS8pecial
Projects Office in connection with the Polaris peog. They liked
not only the methodology but the relative freedawnt outside
interference that the U.S. program appeared toye(li&WIS;
LITAI, 1994, p. 6-7).

Furthermore, Chinese technicians reportedly useeh dgnowledge about
American SSBN program when confronted with tecHrpcablems. While narrating
the history of the design of Chinese SSBN, Lewid hitai (1994) refer many times
to “the close reading of the increasing number obligations on the American
Polaris program” (p. 53). To reach this conclusithese authors draw especially on
memoirs and technical articles written by Chinegeeets involved in the project.

Overall, it is possible to say that, during the cCoVar, Chinese offsetting,
emulation and innovation happened in relation tthlibe Soviet and the American
nuclear programs. The Chinese authorities' statemenjustify the acquisition of
nuclear weapons stressed the goal to contain “Ar@erimperialism” and avoid
“nuclear blackmail” by the U.S. In addition, as wasntioned above, the initial plans
to build missiles to deliver the Chinese newly progd nuclear warheads had the U.S.
territory and its allies as potential targets. Adoogly, the Chinese acquisition of
nuclear weapons could be explained as an attempiffs®t American nuclear
capabilities. However, the model initially emulategl the Chinese to cope with
American nuclear weapons was the Soviet one.

Nonetheless, as was previously discussed, the €&himeiclear program
cannot be described simply as a product of emulatspecially, one cannot neglect
the fact that Soviets dropped their assistancehioaCin the early 1960's. As a result
of that, China had to innovate in order to achithe objective of building its own
nuclear arsenal. Although it is known that techhioaovation happened in what
comes to the design of the bomb (see LEWIS; LITA88, chapter 6, p. 167), the

unique set of institutions developed by the Chirtesmake technological innovation
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possible is an example of innovation in the verpcess of nuclear weapons
acquisition.

The emulation of the Soviet nuclear program is cahensible due to the
Sino-Soviet alliance during the 1950’s and also tughe fact that the international
system was bipolar at the time. The presence edaiffng and emulation in relation
to both programs (the American and the Soviet)oceably explained by the fact
that during the Cold War there were two successiodlels which could possibly be
emulated. China needed to defend itself from ptessittacks from both superpowers.
To defend itself against the system’s poles, Chwoald off-set and emulate both

superpowers nuclear capabilities.

5.3
Were the results of Chinese efforts enough?

Despite the fact that the Chinese nuclear program lme described as a
considerable accomplishment in the sense that Clasted successfully its first
nuclear device in 1964 and its first intercontirallistic missile in 1971 (LEWIS;
HUA, 1992), one cannot ignore that the arsenalt lyilthis country was the most
modest one when compared to other nuclear stat@ésgdine Cold War. The table
below displays a comparison between the actual amolumissiles that could hit
American territory in 1984 and 1994 (National Sé&gu€ouncil) and the projections
made by the Defense Intelligence Agency for thes/ef1989 and 1994

Table 2 - Defense Intelligence Agency's Projectioof Selected Chinese Strategic
Forces, 1984-94

Actual & Projected ifNuclear Weapons SystemyActual

China (1984)

1984 1989 1994 1994
CS<4 (DF-5) |2 9 16 7
CSs-3 (DF-4) |8 31 32 10
CSSNX-3 (JL-1)[0 24 48 0

Reproduced from Jeffrey (2007), p. 69 (Projectiaresin italic here in accordance to the original).
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As the estimates above show, in 1984, China hagtard missiles that could
reach the U.S. continental territory (the DF-5) aeden of the same kind in 1994.
Consequently, it is important to inquire to whatesx were Chinese efforts enough in
what regards this state attempt to improve itsditenin the international system
during the Cold War. In other words, is it possilbte say that China internally
balanced the U.S. and the USSR? This is a complestigpn with no easy answers.
At least two assumptions are hidden behind thisiingg 1) that, just as internal
balancing is a behavior that can be carried oypdlg candidates during unipolarity,
it is also a behavior pursued by states that wamhprove their standing in a bipolar
international system (and not only by the poleselation to each other); 2) that the
acquisition of nuclear weapons was a necessary tsteipe confronted by pole
candidates during the Cold War.

Related to this inquiry regarding the results & @hinese nuclear program in
what comes to the standing of this country in titernational system is the question
of how much is enough to achieve deterrence anieiffact that nuclear weapons
were not used against China during the Cold War @&terring result of its nuclear
arsenal. In other words, one is also inquiring hamveloped a nuclear arsenal must
be so that deterrence works. On the other handntiet important question for the
purposes of this dissertation is whether the faat teterrence might have worked
implies that China succeeded in improving its stiagdn the internal system via
internally balancing the U.S. and the USSR.

In a review of the academic classifications of @leinese posture towards
nuclear weapons in the first years that followee ¢émd of the Cold War, Johnston
(1995-1996) identifies three general views heldWsgstern scholars on the matter.
The first view characterizes the Chinese behawomanimum deterrence", arguing
that Chinese authorities for long have believed thamall number of warheads
capable of inflicting unacceptable damage on anmgisecities would constitute a
credible deterrent. The supporters of this viewnelthat China's force structure by
the end of the Cold War (that included around fdiggle-warhead, inter-continental

and intermediate-range ballistic missiles) was oobnsistent with a minimum
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deterrence posture. A second view states that kinee€e are inclined towards some
form of limited war-fighting doctrine or flexible esponse and a third view
emphasizes the peculiar characteristics of Chinevg of deterrence (in opposition to
Western thoughts on the subject), stressing thateSh authorities are informed by a
strategic tradition that values minimalism and agnfiy (p. 10-11).

Although the specific characteristics of Chineskawor during the Cold War
may be disputed, there is consensus among Westbatass in denominating it as
deterrence. And the Chinese themselves also teadrée with this characterization,
which is supported by Deng Xiaoping's words in atimg with foreigners in 1983:

While you have some deterrence force, we also bawee; but we
don't want much. It will do just to possess it. figs like strategic
weapons and deterrence forces are there to sdaesofThey must
not be used first. But our possession will have esaffect. The
limited possession of nuclear weapons itself exenie pressure. It
remains our position that we will develop a litfteiclear weapons).
But the development will be limited. We have sagaatedly that
our small amount (of nuclear weapons) is nothings lonly to
show that we also have what you have. If you wanddstroy us,
you yourself have to suffer some punishment at dhme time
(apudYUNZHU, 2005,p. 3).

But was the pursuit of deterrence successful? Altegrto Goldstein (2000),
nuclear deterrence worked for China and itidigpite ofthe size of its arsenal. This
scholar states that the Chinese relied on the stadeting that the nuclear revolution
resulted in a new international strategic environtria which China could provide
itself with a credible deterrent by taking advaetaaf an adversary's uncertainty
about the retaliatory forces the PRC would haveatsatdisposal as well as the
circumstances under which they might be employed3p).

And this belief seems to be supported not only Iy Chinese, but by
Goldstein (2000) himself since the reasons he gesvito explain the success of
deterrence are not specifically related to the ©zeChina's arsenal but to the
manipulation of rationality:

(...) it is precisely because there could be no wpahat China
would behave as if it were a rational actor thaijiBg could be
confident nuclear deterrence and the concomitahktaf escalation

! Chinese nuclear posture will be discussed in gragtail in what follows.
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to a catastrophic exchange provided so robust @riseguarantee,
even for a state like China with a small collectiohrelatively
vulnerable and inaccurate, though powerful, weagpn&31).

According to Goldstein, the lack of confidence ti@tiina would behave
rationally was derived from the possibility of adental launch and the impulsiveness
of leaders sensitive to international humiliatipn 131).

Nonetheless, the main problem with evaluating thecsss of deterrence is
the following: the fact that nuclear weapons wea¢ used against China is not
necessarily a result of deterrence. But, even itlese our eyes to this dilemma and
accept the idea that deterrence worked, anothé&lgroremains: does the pursuit of
deterrence equate internal balancing? And if yes adeterrence poture effective in
improving China's standing in the internationaltsys?

A tentative response to that question is that dogiigition of nuclear weapons
and the posture of deterrence had the effect oframpg Chinese international
standing during the Cold War, but it does not séeimave been enough to transform
China into a pole. This conclusion is supportedthsy counterfactual claim that, if
tensions had risen between the U.S. and Chinalattes's arsenal was not sure to
guarantee a second strike capability, which was afnthe basis of pole standing
during the Cold War. According to the nuclear ilgeince community, the U.S.
deployment of the Trident II-D5 put in doubt theealdy fragile Chinese nuclear
arsenal since it was believed to be accurate entugireaten Chinese nuclear silos
(JEFFREY, 2007, p. 72). On the other hand, if iredlin a war against the USSR,
China’s situation would be even worse in view @& geographical proximity between
the countries and the fact that it is believed that Soviets had information on the
exact location of Chinese nuclear weapons.

Therefore, although the actions undertook by Chdoang the Cold War
resemble internal balancing, they do not fit effiiato our characterization of this
phenomenon since they did not increase China’s agdsamf actually winning a
nuclear war against either the U.S. or the USSRouéntry that does not possess a
second strike capabilities cannot be said to hawe ghances of winning a nuclear

war.
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5.4

The Chinese nuclear arsenal after the end of the Cold War

As was discussed in the previous section, China stithe offsetting,
emulation and innovation during the Cold War, thase actions were not successful
in transforming this country into a pole and thssbiecause its nuclear arsenal was
extremely vulnerable to a preemptive first strikeindg that period of time. In other
words, actions that resemble internal balancingpbapd, but could not be
characterized as such since they did not have dtenpal to affect the international
distribution of power.

This section aims at inquiring whether there weng ahanges in Chinese
behavior with the emergence of unipolarity. In othverds, the objective is to verify
if China is currently internally balancing the U.BB. what comes to the latter’s
nuclear power. For that purpose, one needs toifgemhbich forms Chinese internal
balancing might be taking (off-setting, emulatianimovation, or a combination of
the three) and if Chinese actions have at leaspthential to reduce the capability
gap between the U.S. and China, increasing theeSainhances of winning a nuclear
war against the Americans.

In response to those questions, it is argued Heatk dctions that resemble
internal balancing are happening just as they haggbduring the Cold War. However,
there are two main important differences nowadayshe actions are mainly pursued
in reaction to developments in the American arseaatl b) the results of those
actions seem to be closer to this dissertationfgitien of internal balancing, since
they act on the survivability of Chinese nucleaap@ns, creating a true second strike

capability for the first time since China’s decisitm acquire nuclear weapons.

5.4.1

The Chinese nuclear posture after the Cold War

After the end of the Cold War, debates about Cleinlkeshavior towards
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nuclear weapons concentrated on Grand Strategl, seiiolars inquiring to what

extent Chinese posture was still one of minimunerdence. Johnston (1995-1996)
claimed that the Chinese nuclear posture was imeeps of transformation in the
mid 1990’s, since, according to this scholar, Cbinestrategists began to reject
minimum deterrence based on the argument thatdpabdities required to pursue
such a strategy were allegedly too vulnerabledsarming first strike (p. 18).

In this sense, Johnston (1995-1996) reported thateSe scholars were now
explicitly distinguishing "limited deterrence" atichinimum deterrencé In limited
deterrence, nuclear weapons are expected to datecbnventional and nuclear wars
and could be used in escalation control in caseragtce fails (p. 12). Therefore,
“limited deterrence” seems to entertain the poBgilihat nuclear wars can be fought
and won. In other words, this posture relies onitlea that inflicting counterforce
and countervalue damage on an enemy may lead hito/lietreat, denying him/her
victory in a conflict. Johnston believed that tist bf targets considered appropriate
by Chinese strategists (countervalue and hard aft@¢sunterforce targets) supported
the hypothesis that “limited deterrence” was tugninto Chinese strategic posture,
since minimum deterrence is believed to involve gasintervalue targeting (p. 19).

Nevertheless, Johnston (1995-1996) acknowledget] #tahe time of his
writing, there was a large gap between the dodt@nguments he discussed and
China’'s nuclear capabilities (p. 31). He explaitieid gap by suggesting that the
evolving limited deterrence thinking might have addished guidelines for
operational plans, technology acquisition, and a@pent in the mid-1990s and
beyond, but that the results of these efforts woake time to become visible.

To support this explanation, he contended that:

On average, it took eleven years for China's fifsheration of
ballistic missiles (DF2 through DF5) to move froesearch and
development (R&D) stages to deployment. The segmmekration
weapons (JL1/DF21 and DF41) have taken about @s Tus any
R&D choices made on the basis of the requirememtdirhited
deterrence will not come to fruition until the 1dt890s and the first
decade of the next century: if so, one should explee size,
mobility, diversity, and flexibility of Chinese foes to increase over

2 Johnston (1995-1996) reports that Chinese schelapgoy the term "maximum deterrence" to refer
to what they perceive as a counterforce war-fightiloctrine pursued by the United States and the
Soviet Union during the Cold War.
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the next decade or so. One should also expectéoefferts to
develop ground-based and possibly some space-bBs¢D
systems, ASATs, TNW, and improved early-warning atalities
(including satellite technologies) (JOHNSTON, 19986, p. 36).

On the other hand, in the early 2000’s, Gill, Mulga and Stokes (2002)
highlighted the continuity of the declared arraypoinciples that supposedly guide
China’s approach to nuclear weapons: the no-figst policy (which means that the
nature of Chinese nuclear arsenal is defensiveefine, its function is to deter a first
strike by China's adversaries); the commitmenttootise nuclear weapons against
non-nuclear states and to work within the Secutibuncil framework to help non-
nuclear weapons in case they have suffered a muteek; the rejection of the idea
of extended nuclear deterrence and of deployingeaueveapons outside its national
borders; and the support for nuclear weapons foees Nonetheless, these scholars
acknowledged that those principles were very muahted to what the Chinese
arsenalcould do and might be subject to change in case the @rsemproved in
quality and quantity.

Consequently, Gill, Mulvenon and Stokes (2002)dtrte analyze Chinese
nuclear posture on the basis of what current cépabicould do, and not on stated
intentions or principles. In this sense, they cknthat Chinese strategic forces
defied simple categorization as “minimal” or “lirad” deterrence by the time of their
writing, since the Second Atrtillery forces were dastill are) composed of strategic,
theater, and tactical systems of varying rangejracy, and yield, that could possibly
perform different missions. According to these sat®) the small intercontinental
ballistic missile (ICBM) force was the foundatiorf a second-strike minimal
deterrence force, while the theater systems wersupposed to be used in a second-
strike following a preemptive strike, but as offeessystems meant to strike U.S.
forces and bases in Asia, offsetting, thereforeg #merican superiority in
conventional capabilities. As a consequence ofdéeelopments in strategic and
theater systems, the scholars concluded that nuctedible deterrence was being
attained for the first time in Chinese history. &y, the short-range, ballistic missile

forces, also nuclear capable, served conventioadighting and nuclear warfighting
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roles.
Accordingly, Gill, Mulvenon and Stokes (2002) ardubat:

For the future, the doctrine and force structureChfna's Second
Artillery must be analyzed at three distinct leveds posture of
credible minimal deterrence with regard to the wmmttal Unites
States and Russia; a more offensive-oriented pogsifirlimited-
deterrencé with regard to China's theater nuclear forces] an
offensively-configured, preemptive, counterforce rfighting
postureof “active defense” or “offensive defense” for tHeecond
Artillery's conventional weapons (p. 556-557, engihaby the
authors).

In turn, Jeffrey (2007) disputes the view that ¢hés any evidence of a
revision in the traditional deployment pattern ofili@se strategic forces or the
underlying strategic logic. He contends that theppse of the Chinese nuclear
arsenal continues to be to discourage states fiing wnuclear weapons against the
PRC and to retaliate against any state that daggpdting his argument, he invokes
continuing characteristics of the Chinese nucleaapons, which are: "1) small in
number and based largely on land-based ballistssites, 2) kept under tight central
control and off-alert, and 3) limited in their opgonal missions to retaliatory strikes"
(p- 26).

In addition, Jeffrey (2007) thinks that China's goit for the Comprehensive
Test-Ban Treaty (CTBT) is a result of a view allelgeheld by the Chinese
authorities that deterrence is insensitive to ckanig the size, configuration, and
readiness of nuclear forces (p. 22). Hence, heigigethat: “China will continue to
preserve a modest level of capability sufficient its minimalist conception of the
role of nuclear weapons despite U.S. investmentsiissile defenses and in other
aspects of strategic modernization” (p. 18).

Yunzhu (2005), a respected Chinese source on thpéc,t specifically
disagrees with the inclusion of warfighting conset Chinese thoughts about
deterrence:

If | am to choose from Western deterrence clasgifins to
describe Chinese nuclear deterrence posture inrgerewould
have to use the handy concept of “minimum detegtras
compared to maximum or limited deterrence. Per$grahink the
word “minimum” has too strong a quantitative coratimn that is
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misleading. It sometimes suggests a quantitatevedsird instead of
a qualitative standard. The word “minimum” has &mme time
been officially used in Chinese government docusédut what |
want to emphasize is that Chinese strategiststtakeoncept as a
relative one, defined not only by pure numbers, loobre
importantly by such key criteria as invulnerabilitf/nuclear forces,
assurance of retaliation, and credibility of cowmattack. When a
Chinese document says that China intends to possesigar
weapons only at the minimum (or lowest) level fhe heeds of
self-defense, that means to have the minimum bwsured
capabilities for a retaliatory second strike. Sostadies have
suggested a shift of Chinese nuclear posture towenited
deterrence, where China could employ nuclear weapgondeter
both conventional and nuclear wars, and even tcseeescalation
control in the event of a conventional confrontatiblowever, the
basic logic of China’s nuclear thinking dictateclear weapons as
deterring—not as a means of winning against nucleeapons
(YUNZHU, 2005, p. 4).

Worztel (2007) agrees with Yunzhu (2005) in whatmes to the
acknowledgement that published long-standing mylithoctrine texts and statements
by senior leaders support the conclusion that deoi&d Artillery’s strategic mission
is principally to be a deterrent and retaliatorycéa However, Worztel argues that
there is a debate going on in China about the coation of the “no-first-use” policy.
In particular, military thinkers are discussingnificlear weapons should be used in
response to conventional attacks on strategic mygst@nd if preemptive strategic
attacks should be launched in case of warningsnafreminent strategic attack (p.
14)°,

Furthermore, Wortzel (2007) points out that the eobyes of nuclear
counterattack campaigns established by the PLAekship seem to suggest that
China is not restrained by a countervalue straf€gg.objectives are:

- Cause the will of the enemy (and the populace)aees;
- Destroy the enemy's command and control system
- Delay the enemy’s war (or combat) operations;

3 Examples of this new line of thinking are Rongafad Peng Guanggian: “If nuclear weapons of one
warring party are attacked by the enemy’s conveatioveapons, resulting in nuclear radiation,
nuclear contamination or even a nuclear explosion|d this be viewed as a nuclear first use? On the
surface, this is merely a conventional attack,ibugffect, its impact is little different than seffng a
nuclear strike and incurring similarly heavy losdesthis case, conventional attack might alsodens

as breaking the nuclear threshold, and the attagkédind it difficult to refrain from a nuclear
counterattack, which, in turn, will greatly increathe risks that either side launches a nucleaclatt
first” (apudYOSHIHARA; HOLMES, 2010, p. 147).
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- Reduce the enemy's force generation and war-making
potential; and,

- Degrade the enemy's ability to win a nuclear war
(WORZTEL, 2007, p. 18).

Also arguing in favor of the view that the Chineseclear posture has been
changing, Chase, Erickson and Yeaw (2009) clairh@ena has recently discarded
the belief that the quantity and quality of its silis and nuclear forces have little
influence on deterrence. This is because Chinesengia seem to be promoting
reforms to improve the current credibility of Baiy's deterrent. According to Chase,
Erickson and Yeaw, the main objective of those rmafo is to enhance the
survivability and robustness as well as the flditibiand responsiveness of the
missile force. In what regards survivability, Chseescientists and engineers have
discussed in open publications a series of coumasores such as decoys,
maneuvering warheads, multiple warhead systems,yeteping balls”, and
preemptive strikes (p. 81). Finally, it is believedat China is pursuing the
development of tactical nuclear weapons in ordeerigure the credibility of its
deterrent posture at all levels of war (p. 87).

Fravel and Medeiros (2010), despite arguing foratetinuity of the Chinese
approach to nuclear strategy since the 196@gee that China has nonetheless made
recent improvements on survivability. They hightigiat changes in the composition
of China’s nuclear forces have emphasized incrgaguality over quantity in order
to achieve a secure second-strike capability (jp. 52other words, the scholars think
that China is seeking to acquire adequate capabiltb reach assured retaliation.
However, the authors advert that this is not theesas saying that China’s nuclear
strategy is one of minimum deterrence, since minindeterrence would imply that

China adheres to a series of ideas that presdhleesize, composition, and operations

* The authors explain the continuity in Chinese eaclposture based on the views of China’s top
leaders since Mao Zedong who view nuclear weapsn®als for deterring nuclear aggression and
coercion which are not to be used in combat. Initeag Chinese leaders adhere to the idea that a
small number of survivable weapons would be enotglaccomplish deterrence by threatening
retaliation, what Fravel and Medeiros (2007) caldactrine of “assured retaliation” (p. 57-58).
Furthermore, these scholars believe that domesticoaganizational politics are also responsible for
the gradual evolution of China’s nuclear strategyg dorces. In particular, they invoke a lack of
resources and expertise on nuclear strategy witl@rPLA to explain the underspecified characteristi
of China’s nuclear strategy and doctrine beforel®®@0s (p. 66).
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of nuclear forces. China is neither committed tospa only countervalue targeting
(as mentioned previously, PLA sources suggestataersary’s forces and military
facilities could be targets in a retaliatory stjik@or to acquiring just a specific
number of weapons, which are both attributes ofimmiim deterrence (p. 79).

Likewise, in spite of denying the occurrence of damental changes in
Chinese nuclear Grand Strategy, Jeffrey (2007) atdmowledges that the Chinese
have been working to improve the survivability dfeir nuclear arsenal under
conditions of a nuclear attack, recalling thatAmgust 1995, the Second Atrtillery
completed a project that allegedly created a nétvadrinterconnected caveand
tunnelsto store its missiles (p. 33). Moreover, in his owords: "Whatever the
reason, China appears to have reassessed itsitatlissile deployments during the
1990s. Between 1994 and 1998, U.S intelligencanastis the number of China's
CSS-4 (DF-5) ballistic missiles increased from &g\vo ten’ to ‘about twenty™ (p.
73).

Finally, Yoshihara and Holmes (2010) state thattiost recent developments
in China’s nuclear forces do not necessarily bre@k a minimalist strategy, but
reinforce minimum deterrence (p. 133). Beijing isliéved to have kept the
assessment that a small amount of nuclear weap@moiigh, as long as survivability
of its arsenals is guaranteed. Nonetheless, davelots in a potential enemy arsenal
change the minimal requirements to guarantee safility. Therefore, the lack of
change in China’s strategic thought does not méan Chinese nuclear arsenal
remains intact. In the words of these scholars rigeais occurring within a broader
context of continuity” (p. 135). Or, as a Chineserse claims: “As various precision
strike capabilities rapidly grow and anti-ballistimissile systems develop
internationally, the minimum standards and techgickd benchmarks necessary for
self defense must be raised accordingly” (SUN XIANGapud YOSHIHARA;
HOLMES, 2010, p. 135).

In sum, although scholars disagree in what comelkeamccurrence of major
changes in Chinese nuclear Grand Strategy, the@sensus in recognizing a major
development: the current nuclear modernization resffdiave been focused on

improving the survivability of Chinese nuclear weap, potentially providing China
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with a secure second strike capability for thet firge in the history of this country’s
nuclear program. The next section will discuss therent developments in the
Chinese nuclear arsenal in order to better charaetethe claim that the

improvements were few, but decisive.

5.4.2

The modernization of the Chinese nuclear arsenal

In a recent Bulletin of Atomic Scientists on thatas of the Chinese nuclear
forces, Kristensen and Norris (2011) estimate that country has a total of 240
nuclear warheads, an amount that did not vary nsirate the end of the Cold War
However, the modernization efforts have not beeaded on the amount of warheads,
but rather on the quality of the delivery systeinghis sense, General Jing Zhiyuan,
the commander of the Second Artillery, declaredt ttedite effectiveness” and
“sufficient effectiveness” are the basis of the mwikzation program apud
YOSHIHARA; HOLMES, 2010, p. 136).

Kulacki (2011) stresses that China’s nuclear weapperts trust that their
nuclear warheads will detonate as tested, butféreyfor thesurvivability of China’s
delivery vehicles and its command and control fiaed. Therefore, the problem of
survivability appears to be driving current improments in China’s arsenal and the
focus on delivery systems. In particular, Chinatsdernization efforts are focused on
replacing its liquid-fueled missiles, which weregppused to be launched from fixed
sites, with solid-fueled missiles that can be dgptbon mobile platforms. This would
reduce the likelihood that China’s missiles coutddestroyed in a first strike (p. 3-4).

Missile mobility and survivability could in princig be attained by the
construction of road-mobile missiles or by deplgymissiles to submarines. In other
words, Beijing needs to determine the proper fonceand tradeoffs between a land-
based and a sea-based deterrent. However, Charagh/ believed to prioritize its
land-based deterrent force. Kristensen and NoR@HX) estimate that Beijing has

about 140 land-based nuclear ballistic missilesabbgpof carrying a single warhead

® According to Kristensen and Norris (2010), Chiaal 1234 nuclear warheads in 1991 (p. 80).
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each (p. 81). Nonetheless, these scholars prewhertly 72 of those missiles can
strike U.S. territory (12 DF-4s, 20 DF-5As, up © RF-31s, and up to 20 DF-31As)
and only 40 (the DF-5As and DF-31) can reach thaticental U.S. (p. 82). It is
important to note that this is a significant in@edrom the Cold War numbers shown
previously. In 1984, China had only 2 missiles ttaild reach the continental U.S.

Similarly, in its annual report to Congress, th&UDepartment of Defense
(DoD) states that China is “modernizing its nucligices by adding more survivable
delivery systems. For example, in recent yeargdhd mobile, solid propellant DF-
31 and DF-31A intercontinental range ballistic riéss(ICBM) have entered service”
(DoD, 2010, p. 2). The DoD also believes that Chmaleveloping a new road-
mobile ICBM (intercontinental ballistic missile) mable of carrying a multiple
independently targeted re-entry vehicle (MIRV) 2). Nonetheless, Kristensen and
Norris (2006) disagree with the idea that Chinahnilge interested in arming its
missiles with multiple warheads. In their wordsisthould be risky since it implies
placing “too many eggs in one basket”, increashe\ulnerability of its ICBMs to a
first strike (p. 56)

On the other hand, Kristensen and Norris (20061paighlight that China is
replacing the original DF-5s with a modified andder-range version, the DF-5A,
which reaches up to 8,100 miles (13,000 km). A repelivered to the House of
Representatives in the late 1990’s known as thex‘Report” claimed that the DF-5
was a clear emulation of U.S. technology which aléegedly stolen by China in the
1950’s. However, one cannot say for sure that etonlaeally happened since this
allegation was discredited by subsequent assessroettie Cox Report. In special,
the Stanford University Center for Internationac@gty and Cooperation (CISAC)
published a review of the Cox Report by a groupabiolars from Harvard University,
Stanford University and the Lawrence Livermore biaél Laboratory, which
contended that the report failed to provide infaiorathat traces China’s nuclear

weapons to U.S. sources. The report asserts, $tarioe, that the next generation of

® This congressional document is known as Cox Regoet to the Representative who chaired the
House of Representatives Committee on U.S. Nati@ealurity and Military/Commercial concerns
with the People’s Republic of China: ChristopherxQ®&-Calif.). At that point, the Committee
investigated allegations that China had illegallcq@red American nuclear technology
(KRISTENSEN; NORRIS, 2006, p. 23).
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Chinese thermonuclear weapons will be based omtdofy stolen from the U.S.,
but does not present any evidence to support thimncIn addition, the scholars
argue that theft of information could not lead tols a new generation short of
nuclear testing. In sum, the report is accuseaakihg scholarly rigor and exhibiting
factual errors and unjustified inferences (KRISTENS NORRIS, 2006, p. 23-28;
and p. 73).

Another important recent development is the depkaynof two solid-fueled
and road-mobile missiles: the DF-31 and the DF-3IHe latter is an extension of
the former and reaches 11,200 kilometers, butlitsts a smaller range than the DF-
5A (p. 83). Kristensen and Norris (2011) dispute BroD report (which implies that
the entire continental United States is within leaf the DF-31A). These scholars
claim that the DoD measures the DF-31A range froenG@hinese border rather than
the actual deployment sites inside the countryrébh all locations in the U.S., the
DF-5 which is not mobile, is still required (p. 83)

In view of the fact that non-mobile missiles remamportant for China, an
action that should be expected from this statésieffort to improve the survivability
of its arsenal is the hardening of the storages siteleed, according to Zhang (2012),
the Chinese media, including tReople's Liberation Army's National Defense Daily
has reported that the engineering unit of the Sgéatillery Corps began to build an
“underground great wall” (or an array of tunnelsstore nuclear weapons) in 1985
and finished its first phase about 10 years dfftat. t

In respect to this development, an American natieeeurity strategist during
the Cold War, Dr. Phillip A. Karberapud ZHANG, 2012, p. 1-2) recently led a
research with a group of Georgetown students ottutieel system in China. Karber's
final report argues that China's nuclear arsenaldcbe thousands of warheads larger
than intelligence analysts now estimate. Nonetlsglédss conclusion was contested
by a series of scholars, who highlighted that thedys had some very serious
deficiencies. In particular, the conclusion thair@hhad thousands of warheads was
based mainly on the number of tunnels that wereotlieyed by the students via
internet tools like “Google Earth”, disregardingetamount of plutonium and highly

enriched uranium (HEU) that China has available vi@apon production. Newly
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available public information indicates that Chireslan existing military inventory of

about 1.8 tons of plutonium and 16 tons of weapgnasle HEU. Having stopped the
production of highly enriched uranium in 1987 aaduced the plutonium production
by 1990, experts estimate that Chinese stockpiléssfonable material would be

enough to produce 680 thermonuclear warheads dt méxt less than the thousands
suggested by Dr. Karber (ZHANG, 2012, p. 1-2).

In addition to deploying new missiles and buildingnels, China accelerated
the speed of medium and long-range missile teddsistraining officers, soldiers,
and technicians so that they will be able to ogethé new missiles. Moreover, the
Chinese are promoting organizational reforms td deth the new missiles such as
the creation of new missile units and the convergibold units into new types of
missiles ones. It is also believed that they aj@grto modernize their command and
control system. Finally, China demonstrated to hawdirect anti-satellite capability
on 11 January 2007, when it employed a mobile trigei destroy the old Chinese
weather satellite Feng Yun 1C. (CHASE; ERICKSONAYE 2009, p. 69-72).

In what regards the deployment of missiles to subrag, a flotilla like the
one held by the United States provides this counmtith the most survivable
component of its nuclear arsenal. This is due &f#et that nuclear power enables
ballistic-missile submarines to stay submergedweeks. Because of that, SSBNs
can patrol quietly in locations known to no one th&ir commanders, making it very
hard for potential enemies to find out where theg. &herefore, SSBNs provide a
highly assured second-strike capability (McCCONNAUGHO05, p. 24).

Chinese authorities recognize the importance sfttiol in strengthening their
deterrence arsenal. In the words of General Liudgthga(known as the “father of
Chinese modern navy”) in 1997: “Fewer than ten @atrcf China’s land-based
missiles would survive a large-scale nuclear fitsike; the less vulnerable SLBMs
would preserve our nuclear counterattack capadslitigpud McCCONNAUGHY,
2005, p. 26).

Yang Daxin argues that SSBNs are the ultimate wesapdue to their
survivability (90 percent), offensive power and tdestive power &pud
YOSHIHARA; HOLMES, 2010, p. 137). Likewise, Hong Hawriting for the
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Chinese journaNaval and Merchant Shipslaims that

SSBNs offers (1) concealment and survivability; (@)bility and

range; (3) an offset for the limited range of Isiti missiles; (4)
firepower and multivector strike; (5) flexible fig solutions and
superior penetration capabilities against antiitatmissile

systems and (6) independent operations far fronméingeland, thus
lowering collateral damage to civilians in countece exchanges
(apudYOSHIHARA; HOLMES, 2010, p. 138)

However, China has experienced many difficultiesthis realm. Its first
nuclear-powered ballistic missile submarine (SSBNg, Xia-class, is reported to be
noisy and to have an unreliable propulsion syst&bove all, it is not considered
currently operational (JEFFREY, 2007, p. 35). Inatvhegards the missile that was
supposed to be launched from this submarine, the &hina also experienced many
problems during its development, only conductinguacessful submerged launch
from the Xia in 1988, thirty years after the dewmmsito build China’s first SSBN
(McCONNAUGHY, 2005, p. 34).

A new class of nuclear submarines, the Jin-clasbelieved to be ready to
enter service. This new submarine is said to be @btarry 12 missiles. The number
of second-generation Chinese SSBN that will be @legal is subject to debate, with
estimates varying from four (Jane’s Strategic Weap8ystem’s predictiorip five
(the Pentagon and the U.S. Navy's Office of Navdklligence’s estimate)apud
YOSHIHARA; HOLMES, 2010, p. 140). Nevertheless,stunclear how the new
submarine force might operate. This is because&skisubmarines have never sailed
on a deterrent patrol and therefore do not haveergxmce with this procedure. In
addition, China's Central Military Commission, whidirectly controls the nuclear
arsenal, might not authorize the deployment of earcivarheads to the navy during
peacetime. If this turns out to be true, China wWaowt develop a sea-based deterrent
similar to that of the United Kingdom or the Unit&tates, since the submarines
would only be armed with warheads and deployedr ateconflict has started
(KRISTENSEN; NORRIS, 2011, p. 84).

Writing in the same issue of the journal above noseid (Naval and
Merchant ShipsLan Hai highlights many drawbacks of SSBNs in panson to

land-based missiles: less missile accuracy; higieeses in maintaining operational
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readiness and keeping submarines at sea, buildietngraintaining ships; difficulties
in command and control; high impact of damage, tosdestruction of a submarine;
and long research and development time for plagorapud YOSHIHARA;
HOLMES, 2010, p. 138).

In conclusion, Yoshihara and Holmes (2010) clainsitlear that there is a
very well informed debate going on in China abdw feasibility of an undersea
deterrent and that, although the efforts to buiBHNs tend to continue, it is not
likely that Chinese authorities will lean decisivébwards SSBN to the detriment of
land-based missiles (p. 138). This is because ntimpese scholars seem to be
persuaded that China’s large territory and mobiled2 would be enough to make

the Chinese nuclear arsenal survivable to a firéites(p. 139).

5.4.3
The correlation between Chinese nuclear modernization and the U.S.

arsenal

In characterizing China’s current behaviors asriidkebalancing against the
U.S., it is important not only to demonstrate t@dtina is modernizing its nuclear
arsenal, but that it is doing so in reaction toelepments in the American nuclear
arsenal and that the consequence of those actidhs increase of China’s chances of
winning a war against the U.S.

American capabilities are seen by Chinese autberiis one of the major
potential threats to China’s security. In this edp after analyzing recent Chinese
language books published by the People’s Liberadiony (PLA) on China’s Second
Artillery Corps, Wortzel (2007) claims that:

One of the key insights from these documents it @tana now
identifies the United States as its main poterismy, although in
some materials, the references to the United Séméemdirect. This
is an important change in China’s strategic litemratecause in the

" The material analyzed by Wortzel (2007) was coraddsy doctrinal texts published by the Chinese
National Defense University to be used in the etlanaof PLA officers, such as “A Guide to the
Study of Campaign Theory”. Other publications amatiwere “On Strategic Command and Control”,
published by Military Science Press in 2002 and &/ in the Information Age”, published by
National Defense University Press in 2000.
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past, Russia (the Soviet Union) was also identifisda principal
threat to China. Now the United States stands allongart, this is
because senior PLA leaders and military strategistssider the
United States to be the most advanced militaryefan which to
base their own military development. They also #we United
States as the most advanced and likely potentiaimgnagainst
which they may need to employ ballistic and cruisissiles or
counter advanced C4ISR technologies (p. 3).

Exactly because the U.S. capabilities are percenyethe Chinese strategists
as 1) the most developed in the world; and 2) tlstrikely to create problems to
China’s security, Chinese authorities follow U.Silitary developments more
carefully than those of other nations and aim tgtepared to counter the American
forces. This threat perception fuels the PLA's gffaf modernization. In particular,
PLA strategists believe that their missiles repnese“trump card” that may help the
PLA to win a possible war against the U.S. (WORTZEQO7, p. 4-5).

Yao Yunzhu, a Senior Colonel of the People’s LiheraArmy, agrees with

the idea that Chinese current nuclear posturersued in reaction to the U.S.:

Both Taiwan and BMD [Ballistic Missile Defense] aimportant

factors that will have impacts on Chinese nucledrudus:
- The former highlights the necessity and urgerfognsuring a
mutual deterrent relationship with the United State prevent
nuclear use in the Taiwan conflict, which might dawot been
so important or urgent before. Only in this ways Raiwan
become relevant to China’s nuclear policy.
- The latter emphasizes the concern over the dliylilof
Chinese deterrence against the United States. @Gunawer
Taiwan and BMD combine to form the focus of Chinaglear
modernization — the maintenance of sufficient narcle
capabilities that can survive a first strike tdigtfunacceptable
damage on the enemy in a retaliatory strike (YUNZR2Q05, p.
7).

Likewise, Fravel and Medeiros (2010) state thatn@ki nuclear strategy is
now (and will continue to be) mostly linked to adeas in U.S. military capabilities
and to U.S. strategic defenses. The PLA fears th& developments in missile
defenses, long-range conventional strike, and camdmeontrol, communications,

computers, intelligence, surveillance, and recassmice (C4ISR) assets may
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increase considerably the American capacity totéo@nd target China’s nuclear
forces, what might threaten the credibility of Gése second-strike capabilities (p.
83). In their words:

Two motivations are driving China’s efforts to irase the size of
its force. First, the PLA has sought to update mahyts aging
systems, which are based on missile technologyldesé in the
1960s and 1970s. Second, the PLA wants to possesssanal
large enough to penetrate missile defense systeltosving a first
strike on China. For Chindés nuclear forces are strongly linked
to its assessment of the size and effectivenesslo8. strategic
defenseqp. 81, emphasis added).

American authorities also seem to acknowledge ¢taion between Chinese
nuclear modernization and developments in Ameriwaciear weapons. Kristensen
and Norris (2006) state that there is a sense arttent.S. intelligence community
that Chinese nuclear modernization was triggerethbydeployment of more capable
U.S. offensive forces and the discussions on theldpment of an anti-ballistic
missile defense system. Nonetheless, the aforeamasatischolars also claim that one
has to look long and hard to find the public acklemlgment of this feeling. An
example is found in Robert Walpole’s (a membehef€lA), testimony to the Senate
in 2002:

Sen. Cochran. The estimate that you have desctibbats today
says that China is modernizing its strategic neskiflces. Can you
tell us how long this modernization effort has beaderway?

Mr. Walpole. Yes, since the mid-1980s. China beceomeerned
about the survivability of its silos when the Udgployed the
Trident 1I-D5 because you could hit those sildapud
KRISTENSEN; NORRIS, 2006. 51, emphasis by the authors).

As the statements quoted in this section indicdtiere appears to be a
correlation between China’s behavior and the dgménts in U.S. nuclear arsenal.
However, one might argue that China’s behaviowisaresponse to unipolarity, since
the timing seems to be wrong. As Robert Walpolégesnent above shows, China
initiated its nuclear modernization in the 1980&ew the USSR was still standing.
So, technically the world was yet bipolar.

Nevertheless, it is possible to argue that thegmeion of the unipolar world


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

142

to come was increased by the American declaratidgheointent to build a BMD. In
addition, although the decision to improve Chinasenals was taken in the 1980’s,
modest progress was reached during that decadee Weee important developments
such as the successful test of a submarine-laurtziiléstic missile (SLBM) in 1982
and the launch of China’s first communications l§ggen 1984. However, decreased
defense funding held back major improvements in @fenese nuclear arsenal
(POLK, 2005, p. 12-13).

In contrast, the decade of 1990 witnessed a genecatase in Chinese
defense expenditure and the broad modernizationClohese military forces,
permitting critical improvements in what comes be tChinese nuclear arsenal. In
especial, the progress in survivability appearsagrovoked by current U.S actions,
since no other nuclear country could dream of lainlecisive first strike advantage
nowadays.

According to Lieber and Press (2007), U.S. nugeanacy, i.e. the ability to
succeed in a debilitating counterforce first strédgainst either Russia or China, was
conquered after the end of the Cold War. To supttost claim, the authors recall
major developments in the American arsenal in @& U5 years, such as the
deployment of the Trident Il D-5 missiles to thaienSSBN fleet, the placement of
the high-yield W88 warheads on many of those nassiand the deployment of the
stealthy B-2 bombers. The scholars argue that tlvesapons were critical in
providing the U.S. with a first strike advantagmce they possess an unprecedented
combination of minimal warning, high accuracy, éade warhead yield (p. 83).

Therefore, if Chinese new efforts are directednprove their second strike
capabilities, the motivating threat seems to beUtt® Another evidence of the fact
that the Chinese are trying to offset American ftsike capabilities is the dual track
of China’s efforts: the improvement of the surviNigyp of land-based missiles and
the concomitant (although slow, but yet continuirngnstruction of an undersea
deterrent. This is because the only country thatccthreaten China with a disarming
first strike on land and at sea simultaneoushhes W.S. (YOSHIHARA; HOLMES,
2010, p. 140).
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5.5
Are the Chinese efforts after the Cold War enough to say that internal

balancing is taking place?

It has been herein argued that China’s improvemenits nuclear arsenal are
a reaction to the U.S., i.e. an attempt to proGtiéna with a second strike capability
and offset the developments in the U.S. nucleamalsthat, in theory, could provide
this country with nuclear primacy. Accordingly, ttee extent that internal balancing
could be said to be happening, it was also arghaddffsetting seems to be the form
of choice. In what regards emulation, although@lo& Report claimed that the DF-5
is a product of technology acquired from the UlBgally, this allegation has been
contested by the intelligence community in the WAS.for innovation, there is not
much information yet on the process of developind producing the new Chinese
ICBM (the DF-31A). As a result, it is difficult teestablish to what extent it
technically innovates or not.

Nonetheless, as mentioned before, the occurrenceffedtting, emulation
and/or innovation is not enough to characterizeed f behaviors as internal
balancing. The second requirement is that the rstiondertaken have an intrinsic
potential to reduce the gap between the currerpalmiand the contestant power,
increasing the latter chances of winning a warrajahe former. In this sense, it is
important to acknowledge that, even after the redeprovements, the Chinese
nuclear arsenal still has many weaknesses. F@aniost its deterrent arsenal relies too
much on land based missiles to the detriment ofd@ysand submarines. Moreover,
the Chinese are believed to lack early warningesyst what makes it impossible to
adopt any other doctrine but the “no-first use”ippl In what comes to command
and control, only the Central Military Commissiceincauthorize a nuclear retaliation
attack. Therefore, the communication between tigl huthorities and the six base
commands of the Second Artillery becomes a ceigsale and a possible caveat,
since scholars estimate that the Chinese commioncatystem is still two
generations behind the West. Finally, China sttlesmissiles unfueled and without

warheads. As a consequence of that, a retaliattmgkawould take long to happen
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due to the amount of time needed to complete theclasequence (JEFFREY, 2007).

Notwithstanding those drawbacks, tlke@deration of American Scientists
came up with a study that simulated a nuclear oomdition between the U.S. and
China. According to this study, a Chinese attackhencontinental United States with
20 ICBMs would result in about 40 million causa&di (KRISTENSEN; NORRIS,
2006, p. 200). This means that, if the current smpments in the survivability of
Chinese missiles can protect at least half of then€se missiles that can reach the
continental U.S. (40), China would still be ableiib40 million Americans. Thus, in
the words of Kristensen and Norris (2006): “Thelaacwar scenarios we examined
are a stark reminder to policy-makers and militptsgnners that a modest-sized
arsenal on low or no alert can suffice as a detér(p. 201).

Therefore, the developments in China’s nuclearraisafter the Cold War
have the potential to provide this state with absecstrike capability for the first time
in its history. In this sense, Chinese current redfdhave at least the potential to
improve China’s chances of winning a war againsthS. by turning the decision to
cross the nuclear threshold harder.

Nonetheless, Lieber and Press (2006) claim thaimpeovements in the U.S.
nuclear arsenal after the Cold War were of suchagnitude that they granted this
state the capability of destroying Russia's entirelear arsenal (which by the time
these scholars wrote their article consisted of03b@rheads capable of reaching the
U.S. homeland). Furthermore, the scholars arguat] th view of the fact that the
Chinese arsenal was (and continues to be now) reonciler than the Russian, the
task to eliminate China’s arsenal would be mucleeas

In their own words:

Much has been made of China's ongoing defense miadéon,
but the country's strategic arsenal is growing ailacial pace.
China has only 18 ICBMs, a number that has remaassentially
unchanged for more than a decade. In additionethesissiles are
kept unfueled, and their warheads are stored sepai@IEBER,;
PRESS, 2006, p. 27).

Lieber and Press’ article was criticized in manyysvaln particular, experts

disputed the feasibility of disarming completelther China or Russia in a first strike:
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Some have argued that “the United States [todajdst on the
verge of attaining nuclear primacy” and “couldonceivably
disarm the long-range nuclear arsenals ofiRwsChina with a
nuclear first strike.” But our realistic calculati® of what effects
would occur if only a few Chinese ICBM wadds survived
indicate that the United States would need to hewmplete
confidence that a preemptive strike had managetestroy all of
China’s long-range missiles (KRISTENSEN; NORRIS0&0p.
174)

Likewise, Bin (2006) claims that Lieber and Pre&306) calculations are not
surprising, since basic arithmetic alone certiflest thousands of nuclear missiles are
able to destroy “a dozen immobile intercontinebllistic missiles (ICBMs)” (p. 79).
However, Bin warns that Lieber and Press’ calcofetiwere based on a hidden and
fundamentally unrealistic assumption that the Uhiates can detect and locate all
Russian or Chinese long-range nuclear weaponssa itgplanned to attack one of
those countries (p. 80). Therefore, Bin seems t@ lzapoint when he argues that no
matter how much the U.S. increases the accuracyraability of its arsenal, it
cannot destroy Chinese ICBMs that its intelligehas not detected. In Bin’s words:
“Thus, there is no method or model by which Liebad Press can determine with
any certainty that the number of surviving ChinE3BMs after a surprise U.S. strike
(equal to the number of undetected Chinese ICBM#B)be zero, and it seems far
more likely survivability would be greater than @&(p. 81).

To that, Lieber and Press (2007) respond thatrtight not affect American
authorities’ consideration of a first strike beaus

(...) military planners employ a standard targetiricategy for
dealing with intelligence uncertainty: when in dgulssume that
possible targets are real targets. For exampléerathan risk
leaving a real Chinese DF-5A missile untargeteds. Wvarplans
likely target everydentified DF-5A silo plus many possible silos —
some of which may be decoys and some of which simaply be
suspicious topographical features. This sort ofet&ill” targeting

is a luxury available to a country with a huge ntios advantage
in nuclear forces, and the United States has sucladwantage
against China (p. 81, emphasis added by me)

Nevertheless, Lieber and Press (2007) do not fidlypreciate the

consequences of imperfect intelligence. Their raspassumes a dilemma between a
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real silo and a decoy, whereas the true dilemnthdsimpossibility of identifying
every single real and decoy Chinese silos.

On the other hand, Lieber and Press (2007) contedel.S. awareness of
imperfect intelligence might reduce the likelihooida U.S. preemptive strike during
a crisis or war. Nonetheless, they argue that thie€Se leaders do not know the level
of confidence of the U.S. authorities on their liigence about China’s weapons.
This leads those scholars to expect that “Regadieg\merica’s actual willingness
to conduct a preemptive attack on an alerting Gl@nmmissile force, current U.S.
counterforce capabilities create strong incentifcesChinese leaders to reduce the
vulnerability of the Chinese arsenal” (p. 82).

Accordingly, what has been argued in this chamehat China has already
acknowledged this vulnerability and has been aatipgn it. The development and
deployment of the mobile missile DF-31, which haswred after Lieber and Press
wrote their articles (2006, 2007) demonstrate @fanha is moving in the direction of
trying to safeguard its arsenal to a possible §itske (i.e. towards acquiring a second
strike capability). Most certainly, Lieber and Prewould consider that current
China’s efforts have not provided this country yath a second-strike capability,
since they have stated that not even Russia, wiasha more robust nuclear arsenal
than China, has it.

Nevertheless, China’s current nuclear efforts seebe closer to meeting the
requirements established in this dissertation taradterize a state behavior as
internal balancing. This is because, although ithed fesult of those actions is not yet
equilibrium with American nuclear capabilities, thetions diminish the gap between
China and the U.S. For the first time in its higid@Zhina seems to have the capacity
to harm the U.S. continental territory after a ploiesAmerican first strike. This new
situation does not wipe away American nuclear sopgy, but turns the decision to
actually employ nuclear weapons against China daotler. In this sense, Chinese
behavior improves its chances of off-setting Amamicapabilities, neutralizing its
nuclear superiority if the objectives at stake aoé considered important enough to
cross the nuclear threshold.

Nonetheless, it is also important to evaluate ifn@is efforts in the nuclear
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realm increase its prospects of actually winningualear war against the U.S. This
chapter has argued that China has improved inethgesthat the acquisition of second
strike capabilities will certainly complicate an &ncan decision to strike first with
nuclear weapons in case a conventional confligbiag on between these countries.
This is due to the fact that now China seems taldbe to retaliate and, consequently,
an American decision to start a nuclear war hasle in consideration the higher
probability of American losses. However, China’clear efforts seem to be only
enough to prevent the beginning of a nuclear confBut, if the decision to begin a
nuclear war is actually taken, China does not seebe able to perform a third or a
forth attack after it has employed its second staapabilities.

Therefore, one could not state that there are gossof internal balancing
behavior in the nuclear realm. By acquiring secastdke capabilities, China
improves its chances of winning a conventional \ageinst the U.S., since the
decision to make use of nukes is much harder nNanetheless, since the internal
balancing phenomenon is here considered as a gratesdefinitely not possible to
state that the process is in an advanced stageuld be argued that this process has

begun, but it has progressed slowly.
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Chinese naval modernization: internal balancing at sea?

6.1

Introduction

Much has been said about the current Chinese mawdérnization effort
and about the challenges it might impose on thaddn$tates standing in Asia.
This chapter aims at verifying whether this tremmaild be qualified as internal
balancing by China against the U.S. In other woitdsvestigates if the criteria
proposed in the theoretical chapters of this diaten to help identify a group of
actions as internal balancing are met or not.

In view of that, this chapter evaluates thming of China's maritime
modernization in order to check if there could la, least in principle, a
correlation between Chinese actions and unipoldntyddition, it discusses the
nature of the capabilities this country is acqurand the strategic concepts that
would drive the possible use of these capabilittexase of conflict. This is
because the type of capabilities and the stratdmgen indicate the enemies
against which a state is prepared to fight. Aceuydio the theoretical model
herein proposed, it is only possible to state thabuntry is performing internal
balancing if it is improving its chances of victoiry case a conflict against the
current pole(s) arises. Therefore, it is importémtevaluate if theresults of
China’'s actions have the potential to diminish glap in maritime capabilities
between this country and the U.S. Finally, to duadis internal balancing, the
capabilities acquired and the strategies adoptext muolve some combination of

off-setting, emulation and/orinnovation in relation to the unipole.

6.2
Chinese navy during the Cold War

Before analyzing the more recent naval moderninatfforts, it is

essential to step back and evaluate the state iobGhmaritime forces during the
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Cold War. This might help to better understand tleed and the potential to
modernize, as well as possible shortcomings ofrtbdernization process. During
the Cold War, Chinese authorities perceived no needevelop a strong Navy.

However, some actions were taken to build a naay¢buld be at least capable of
helping land forces in case of an invasion to Chitexritory.

Accordingly, in the 1950's, Soviet advisors introed to China the so
called “Young School”, which emerged in the Sowgion during the late 1920's.
After the World War |, two schools of thought orettvays to employ maritime
forces were in dispute in the Soviet Union. Thed'@chool” claimed that the
Soviets should have a big-ship navy, aiming at camiing the seas. However,
the fact that at that point the Soviet state cowtlafford the expenses required to
build such a navy contributed to the creation obther approach: the “Young
School”. The supporters of the latter approach edienl that the classical
command of the seas theories were not realistlzatdie Soviets needed a small
navy to cooperate with the army against possibé&rgnamphibious landing. The
supporters of this school also stated that theradvesubmarines and aircraft had
made big ships obsolete and that the fleet shoalldonposed of submarines and
small surface ships. This latter theory predomishate the Soviet Union from
1933 to 1936 (VEGO, 2009)

Although the Young School proposition of submanwerfare supremacy

was not uncontroversial among Soviet scholars ardoaties in the 1950's, it

! External and internal factors contributed to thensformation of this strategic posture. The
elimination of the domestic opposition to Josepdli®tand the improvements seen on the ltalian
and German fleets increased the attraction of eslbilg navy concept. From this point on, Soviet
authorities embraced the idea that submarines anchfa should be used to support the main
forces which should be composed of battleshipshealy cruisers. These ideas did not get to be
tested during the Il World War, since the shipseveot ready when the conflict began and the
main battlefields for the Russians forces wereaindl and not at sea. During that conflict, the
Soviet navy mainly performed actions in supporttted land forces, securing the army flanks,
conducting small-scale amphibious landing, secumegnmunications in coastal waters and
attacking enemy sea communications (VEGO, 200218). After the end of the Il World War, the
US was considered the USSR main enemy and the fankits allies potentially controlled the
oceans. In the beginning of the Cold War, the Sowiavy main objective was to counter
Normandy-scale landings on their shores. Latertlom,capability of US carriers to strike Soviet
territory from the eastern Mediterranean and thelsof the Norwegian sea without landing was
developed. In response to that, the Soviets decidecbncentrate on nuclear submarines. Big
vessels as carriers were considered vulnerablatimarines which justified the concentration of
resources on the latter to the detriment of thenéor In 1955, Adm. Sergei Gorshkov was
appointed as commander in chief of the navy. Hendidagree with the emphasis on submarine
warfare and he moved on gradually to a more bathbbge water navy. The Cuban missile crisis
would later help to persuade Soviets authoritiethefneed for surface ships. This is because they
got the impression that if the Soviets had deploy@dace ships to the theater, the result might
have been different.
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was thought to be adequate to China's strategiat&n, which was comparable
to the Soviet context right after the | World War:

1) a new regime that was under military and pdalltattack by
several capitalist countries and had not completglglled

domestic fighting; 2) a regime, furthermore, thgperted to be
besieged and attacked by capitalist nations, witiprabious
attack a current fact and future threat, especifityn “the

ultimate bastion of imperialism, the United Staje3) a navy
that was in disarray and almost entirely manneddptured or
defecting former enemy personnel; 4) budgetarytagges that
limited the amount available to spend on expensiaeal

systems; 5) lack of an industrial infrastructure gooduce
indigenously modern naval armaments; and 6) a mmarit
frontier hemmed in by adversarial fleets and ba$&GLE,

2009, p. 322).

Not only did the Soviets provide the main ideol@jiconception for the
foundation of the new Chinese navy, but they alsipdd China in building its
first shipyards and navy colleges. In addition, r@@se naval officers were sent to
the Soviet Union to receive training. Nonethelekgjng the 1960’s, the Soviets
became China's adversary and, without their hbkp ,Ghinese navy predicament
would get worse. Throughout the whole Cold Waratkied enough trained
personnel, amphibious ships, air power and mainEmaand logistical
infrastructure (COLE, 2009, p. 324).

In what comes to strategy, until the mid-1980's, @hinese navy pursued
a near-coast defense strategy. This meant thataShmaritime forces were
supposed to defend up to a dozen nautical miles)ifmom China’s coastline and
the territory of about 300 kilometers (kms) inlanoim the coast. However, since
China’s coastline is approximately 18,000 kms lonval defense was
concentrated on straits of strategic importance toald be used by potential
enemies in order to conquer important land targéts important to say that
Chinese capabilities at that point were not suitederform much more than this
(LI, 2011).

Many factors help explain the underdevelopment h& €Chinese navy
during the Cold War. First of all, the fact thateoof China's main enemies during
that period of time (the USSR) posed a land thmedtnot a maritime one implied
that there was no perceived urgency to developoseap In addition, the Vietnam

War, a land conflict, made clear that ground foncesded improvement urgently
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and that this area of the military should be ptiped. Finally, U.S. support to
China meant that potential tensions between Toky Beijing could be solved

short of war by U.S. intervention. In other wortisere was no external incentive
for improvements on the Chinese navy. Internalgd Industrial conditions, the
turmoil produced by the Proletarian Cultural Rewoln of 1966-67 and the

disputes for Mao's Zedong succession made majoisides to change

investments priorities towards the navy very h&@®ILE, 2009, p. 329).

However, scholars highlight many domestic and mdgonal
transformations that might have contributed to dearChinese authorities’
approach towards the Navy in the late 1980's an#l0'$9 the accelerated
development of the country and the use of the deascommerce as a
consequence of that; Deng's realization that theeSk Navy was ill equipped
and the political support for naval investmentd flolowed this realization; the
prominence of the idea that the Soviets' did notapiinreat to China anymore and
that future wars would not be major wars of invastlwt small wars on the
periphery; and the appointment of an experienced fghly regarded army
general (Liu Huaging) as the head of the navy (CA1(D9, 2010).

However, this dissertation aims at examining ifr¢hss some correlation
between the Chinese modernization effort and thergemce of unipolarity and at
verifying if this effort could be qualified as imteal balancing or not. Therefore,
the next sections of this chapter will investigtdte timing of the Chinese naval
modernization, the type of capabilities acquired #me strategies adopted and,

especially, the results of those efforts.

6.3

Chinese naval modernization efforts: timing, capabi lities and strategy

Although there is no consensus on the exact yeah@finception of
China’s naval modernization effort, scholars teadagree with the idea that it
began sometime during the 1990’s. Scholars alseedtpat it was reinforced after
1996, when the United States deployed two airccHtriers to Taiwan's
surroundings in response to Chinese missile testsiaval exercises near Taiwan
(O'ROURKE, 2012, p. 3).

China’s naval modernization is believed to compnehine acquisition of:
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anti-ship ballistic missiles (ASBMs), anti-ship ® missiles
(ASCMs), land-attack cruise missiles (LACMSs), saddo-air

missiles, mines, manned aircraft, unmanned aircsafimarines,
aircraft carriers, destroyers, frigates, patrolftcramphibious
ships, mine countermeasures (MCM) ships, hospitigiss and

supporting C4ISR systems (...) China’s naval modetion

effort also includes reforms and improvements inntemance
and logistics, naval doctrine, personnel qualigyeation and
training, and exercises (O'ROURKE, 2012, p. 3).

In particular, one of the most important featuret tbe naval
modernization effort seems to be the improvementshe submarine force. The
1950 Romeo-class submarines (of Russian desigre therbasis of Chinese fleet
until the beginning of the 2000's. Since then, @hias built new classes of non-
nuclear attack submarines (SS) such as the Mirggclhe Yuan-class and the
Song-class and improved the Romeo-class desigalstt has acquired from
Russia twelve Kilo-class submarines (which are alsmn-nuclear attack
submarines) (COLE, 2010; O'ROURKE, 2012).

In what comes to nuclear-powered submarines, Chitelieved to have
built a new nuclear-powered ballistic missile subma (SSBN) (the Jin-class or
Type 094) and a nuclear-powered attack submarisdN)Sthe Shang-class or
Type 093). According to Cole (2010), the new claESSNs and the new SSBN
rely on Russian design and engineering assistaiosgdpd by the St. Petersburg's
Rubin Central Design Bureau (p. 97). Likewise, Qifke (2012) agrees with the
statement that China has benefited from Russiamartibe technology and design
know-how to build some of these new classes of suin®s.

The various submarine building programs contributed significant
changes in the composition of China's submarineefaituring the past two
decades. In especial, the new submarines are exhaed quieter and,
consequently, less detectable (O'ROURKE, 2012, 314). The table below
shows the increase in the number of submarines @wgeChina from 1995 to
2012:
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Table 3 — Chinese submarines from 1995 to 2012

Amnual Cumulative
Jin Shang Ming Song Yuan total Cumulative total for

(Type (Type Kilo 55 (Type (Type (Type for all total for all modern

094) 093) {(Russian-  035) 039) o41) types types attack

SSBN SSMN made) S5 55 55a shown shown boatsc
1995 24 I 3 3 2
1996 I I 4 2
1997 2 2 & 2
1998 Id 2 3 9 3
1999 Id | 2 ()] 5
2000 [ 1 12 5
2001 | 2 3 15 T
2002 [ 1 16 T
2003 2 z s 9
2004 | 3 4 22 13
2005 4 3 T 29 20
2006 | 3 2+ | T 36 T
2007 [ I 2 i8 18
2008 0 38 18
2009 2 2 40 30
2010 [ | 2 42 31
20010 2 z 4 33
012 ! I 2 4& 34
0z ! nla nia n'a mla
2014 ! nia n'a nla nia
2015 nla nta nla nia
016 Iz nia niag nia nia

Regarding surface combatants ships, in the 19B@sntajority of the
Chinese fleet was composed of vessels directlyiseajfrom the Soviet Union. In
the 1960's and 1970's, there was indigenous priatuat Soviet models in China.
Subsequently, the Chinese moved on to the acauisiti the Sovremenny class

from Russia and the indigenous construction oflLilleu and Luhai classes. The

Source: O'Rourke, 2012, p. 16.

years 2000's were marked by the construction ekthew classes of destroyers in

China (DDG 51C, 52B and 52C). China has also deglayew generations of
frigates, corvettes and a missile-armed fast attar@ft that uses a stealthy
catamaran hull design (O'ROURKE, 2012; COLE, 2010).

The tables below show the increase in Chinese aless and frigates

numbers:
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Table 4 - PLA Navy Destroyers

Sovre-
menny Luhu Luhai Luyang | Lyugang Il Louzhou

(Russian- (Type (Type (Type (Type (Type Annual Cumulative
made) 052) 051B) 052B) 052C) 051C) total total

1994 I

1995

1996 I

1997

1998

1999 I |

2000

2001 |

2002

2003

2004 2 I

2005 I I

2006 I I
2007 I
2008

2009

2010

2011

2012 a
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Source: O'Rourke, 2012, p. 23.

Table 5 - PLA Navy Frigates

Jiangwei l (Type Jiangwei Il Jianghkai | Jianghkai Il Annual Cumulative
053 H2G) (Type 053H3) (Type 054) (Type 054A) total total

1921 I

1992 I

1993 I

1994 I

1995

1996

1997

1998 |

1999 4

2000 |

2001

2002 2

2003

2004

2005 2 I
2006 I
2007

e MR RE S 9V E AL LR W=

[
= -

2009
2010
201010
2002
2013

]
LU
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b
-]

— g kg

By
b

Source: O'Rourke, 2012, p. 25.
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Observers state that the improvements in quantty guality of those
surface ships represent a step towards overconoimg llasting deficiencies in
anti-air warfare (O'ROURKE, 2012). Nonetheless,eC@010) emphasizes that
those vessels have parts bought from Russia, Ukr&rance and even the U.S,
what might pose difficulties concerning maintenarineaddition, Cole states that
those ships were envisioned by their designers (@reomostly not Chinese) to
operate together with different types of ships meéwork strategy and, therefore,
will only serve the Chinese Navy if operating ifoamation together with other
ships.

In this sense, Cole (2010) argues:

Two significant features in these new ship classéslence
China’s limited ability to build modern warshipssk they still
depend on foreign designs in almost all areas, fipoopulsion
plants to the mast-top sensors and embarked dirqgrad
Second, command and control information management
remains problematic, although 'link’ systems allmerdinated
operations both among ships and between the shipitan
embarked helicopter. However, it does seem cleat the
PLAN, even in its newest ships, has yet to dematestthe
command and control capability necessary succégstol
conduct net-centric operations in a twenty-firgttcey
maritime battlespace (p. 102-103).

There is also much speculation regarding Chingéslto acquire an
aircraft carrier. Observers state that the Chirssecompleting the ex-Ukrainian
aircraft carrierVaryag purchased as an unfinished ship in 1998. In amditihe
U.S. Department of Defense believes that Chinauiling its first indigenous
aircraft carrier. China is also believed to be diepg its own carrier-capable
fighter (the J-15) inspired on the Su-33 (O'ROURR&]2, p. 17-20).

In what comes to naval weapon systems, observebasige China's anti-
ship cruise missiles (ASCM), highlighting that th&ate has developed the
capability of designing and manufacturing cruisessiiés with state-of-the-art
features (supersonic speed, complex maneuvers, sabtherged-submarine-
launch capability) (COLE, 2010, O'ROURKE, 2012)rthermore, many analysts
believe that China has been developing and testmgnti-ship ballistic missile
(ASBM): a theater-range ballistic missile equippeith a maneuverable reentry

vehicle (MaRV) that could theoretically hit moviships at sea. This is believed
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to be directed to improving the PLAN ability toatk aircraft carriers. If true, this
innovation is said to represent a “game changeosirmy great difficulties to
American forces in Asia. This is because the abibtchange course would make
this ASBM more difficult to intercept than non-mawering ballistic missile
reentry vehicles (O'ROURKE, 2012, p.7-8).

As was shown in this section, there is a long-h@siussian influence on
the Chinese navy, especially in what comes to #s#gad of its vessels. However,
observers also identify the resonance of Americaons of sea warfare on
China's maritime capabilities and strategy. Morecsdjrally, the Chinese are
reportedly seeking to emulate the Urtetwork naval warfaref-or that purpose,
investments have been made on enhancing informe&mmology and PLAN"s
communications capabilities.

C4ISR modernization in China dates back to the1880s, when the PLA
began a major effort to upgrade its communicatiaofrastructure. This was made
possible by the development of the civilian IT d@adcommunications industries
in China. Improvements can be identified in relatim the construction of a
national fiber optics network and of space-basetbR4apabilities (ERICKSON;
CHASE, 2008, p. 25).

Confirming the Chinese intention to come closeth® U.S. in this area,
Erickson and Chase (2008) report statements fronmeSh researches which
claim that the “informatization” of shipboard wea&soand equipment is the core
of maritime joint combat and that the Chinese nshguld build data links for
maritime military actions and change the way thagrycout tasks in the future, in
order to create “networked fleet” (p. 25). Thosseachers advocate the need to
link platforms into an integrated whole, since trege sharing among various
platforms and coordinated allocation of the resesiraf all operational forces can
enable the currently available resources of militstrength to be fully utilized”
(ERICKSON; CHASE, 2008, p. 26).

Those efforts have important implications regardioghmand and control.
This is because improved IT and C4ISR capabiliiesild permit to further
delegate decision making authority to lower-levanenanders, since lower levels
could be provided information to enjoy superiortitzd initiative. On the other
hand, the same capabilities could also deepenatieation since they allow for

the communication of high rank orders to lower cands. Most military forces
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aim at centralized planning and decentralized et@ts, but even in the West
things not necessarily work like that and “commasde&ho can control, do
control.” However, it is noteworthy that, in spéthe tradition of centralization,
a debate between advocates of centralization ampbpents of decentralization
has been going on in China (ERICKSON; CHASE, p302%-

6.4

The new focus on seapower

The aforementioned naval capabilities acquired ndurihe 1990's and
2000's reflect a new focus on the development ap@e&er by the part of Chinese
authorities and scholars. Various Chinese pubbaoatiseem to confirm this new
emphasis. According to Fravel and Liebman (201h) Wwave analyzed a series of
articles from specialized journals such as ®eA Daily electronic archive
(available from 1987 to 2005), tieople’s Daily(a CCP newspaper), tivdodern
Navy (published by the PLAN’s party committee) and tNational Defense,
Chinese navy officials are increasingly casting BieAN as the protector of
China’s economy, in order to legitimize the dem#&ordesources from the navy.

In this sense, Yao Wenhuai (a two-star Admiral gicd-head of the PLAN
political department) argued in the July 2007 iseti¢ghe National Defensehat
China should gradually increase the proportion efources devoted to naval
capabilities. He states that for long Chinese aryit main task was to protect
territorial borders, what justified the priorityvgin to the army. However, he
advocated that the world political situation haargped, making it inadequate for
China to have a “big land force”. In addition, hated that the heart of China's
economy is more and more concentrated in coaséasaand that this State's
dependence on maritime shipping is growing, turniiregprotection of China's sea
lines of communication (SLOCs ) a priorigpud FRAVEL; LIEBMAN, 2011, p.
74-75).

Likewise, Hartnett and Vellucci (2011) highlightaththe concept of
seapower has been heavily debated in the Chiness pnd that Chinese writings
reveal a general consensus that it is now importantChina to concentrate

resources on naval capabilities. However, theselah argue that Chinese
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publications show a lack of consensus on the adkefatition of seapower. At the
same time that there was a broad agreement ameraytibles surveyed by these
scholars that the operational range of the PLANIaddo be expanded, there was
divergence on how much expansion was necessary.ntdjerity of Chinese
authors agreed that the PLAN'’s should be able teraip on China’s claimed
exclusive economic zone (EEZ) and the continemtelf @t a minimum. However,
there was disagreement as to how much fartheratng should go.

Chinese official sources also point to this newuikcChina's Defense
White Paper of 2006 states that the country ainex&nding the strategic depth
of offshore defensive operations and at enhandsgapabilities in integrated
maritime operations. In addition, the Defense Wiktper of 2008 for the first
time referred to the ground forces as a servicevatgnt to the navy, air force,
and second artillery, suggesting that the branchight be treated equally in the
future. Moreover, it emphasizes the objective ofedi@ping the navy's capabilities
of conducting cooperation in distant waters (ERICRE GOLDSTEIN, 2009, p.
47-48)?

However, although there is a new focus on devefpgdhinese navy's
capabilities, for the purposes of this dissertatibrs important to inquire whether
these efforts are enough to qualify China's effassinternal balancing. This

implies comparing the Chinese and the Americanasavi

6.5

Comparing navies

In spite of the fact that China’s naval modernmathas improved this
State's capabilities considerably, analysts belitheg China’s navy still has
serious limitations. Below there is a comparisontloé Chinese Navy with

neighbor navies and with the American fleet depibtgethat region:

2 Obviously, the new focus on seapower would beebettaracterized if we could show increases
in spending with the Navy over the years. Nonetf®lao breakdown of spending by service is
available for China (SIPRI, 2011).
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Table 6 — Comparing navies

Total number of vessels in service in 2000 (A), vessels in service in 2010 (B}, and the number
of new vessels planned or being built {&F knownd after 2010 (C).

US PACOM China Japan South Korea

) B C A B C A B C A B C
Amcralt carrles CWCVS o 6 41 a o - o (1] - 4] a
Helboopter carner or LPD® i mn ik 1] L 1 1 4 #1 ] 1 1
CVHAHALHD/LPHALRD
Lruises C I3 12 - a o - o 4] - (4] a =
Destroyer DD M3 47 | @ om0 41 | 42 42 4 & 10 4+
Frigate FF 16 14 +2 40 52 +3 13 & - o ] +6
Convetie F5 4 a - 0 4] - 0 i -l 7
Carventiond submarine [} i} - 59 62 - 16 21} o £ 12 i
S5/55K
Nuclear submarine® 55M D 3 45 5 & - o 0 - 0 a
Eallistic Missile Submarine 8 B 1 3 0o [} L] i}
55BN
Gusided-missita patred boat 0o o - e o -l 3 =& -] 5 3 4+
MG/ PRG

Russla Pacific india Australia Vietham

A B C ] B c A B C A B C
Aircraly carries CW/EVS a o = 1 | +2 0 4] = L4 1]
Helicopter camier or LPD® { o - 0 1 - ] G +2 i 1]
CVHLHAAHDYLPHALPD
Cruiter C 1 1 i} L+ 0 4} L] 1]
Destroyer DD ! 7 - B 8 <3 I 0 43 ] a
Frigate FF a o 44 12 W 12 B 12 [ 5 2
Corverte FS 9 13 45 |19 M w4 oo | 9
Corventional subrmarine 1" ] 6 1% & 3 G Q a
S5/55K
Muclear submarine®® 550 11 o =+ o 1] 1 (1] a - Lt} 1]
Ballistic Missile Submarine 5 5 ] o & aQ a i a
558N
Guided-rmissite patrol Boat 7 10 - & 4] - [+] a - 12 B
POPEG

Source: Holslag, 2010, p. 44.

As can be noticed by the numbers above, China lags ©onventional
submarines in comparison to the U.S. and to the&€3lei neighbors. In opposition,
the U.S. has considerable advantage in what com#ésetpossession of nuclear
submarines and aircraft carriers.

Besides the inferiority in numbers, China’s Nav\s lmoblems of a more
qualitative nature. It presents weaknesses in adies to sustained operations in
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distant waters, joint operations with other parfs Ghina’s military, C4ISR
systems, anti-air warfare (AAW), antisubmarine \aeef(ASW), a dependence on
foreign suppliers for key ship components, andch te# operational experience in
combat situations. It also faces serious aviatlrtfalls regarding ASW aircraft,
tankers and airborne warning and control aircréWVACS) (COLE, 2010;
O'ROURKE, 2012, p. 3-4).

Nonetheless, as O’Rourke argues:

The sufficiency of a country’s naval capabilitisiest assessed
against that navy’s intended missions. Althoughn@lsi navy
has limitations and weaknesses, it may nevertheless
sufficient for performing certain missions of irget to Chinese
leaders. As China’s navy reduces its weaknessebnaitations,

it may become sufficient to perform a wider arrdypotential
missions (O'ROURKE, 2012, p. 4).

Considering that the missions to be performed bw#rious states’ navies
differ, navies should be measured against there@s/e missions and not against
one another. In other words, although one navy tifighie fewer capabilities than
the other, the first may yet be better able togrenfits missions than the second.
This should be considered when comparing the Araerand the Chinese navies,
since these navies' respective missions are véigrehit (O'ROURKE, 2012, p.
36).

Similarly, Cole (2010) claims that

The numbers of state-of-the-art ships, submaremes aircraft it
fields do not yet give the PLAN the ability to dorate East or
South Asian waters certainly when measured agé#est.S.
Navy or even the Japanese Maritime Self-Defenseefor the
Indian Navy. However, measuring total naval foragainst one
another is not particularly useful in strategic @p@nal terms;
what is more meaningful is a Clausewitzian measti@y
much (and we might add, how effective) naval fatdéna can
deploy against a given objective at a time of Begig choosing.
Whether this mission concerns Taiwan or an EaSouth Sea
objective, it seems fairly certain that China Vol able to seize
the initiative when employing its new Navy (p. 113)

6.5.1

The Taiwan mission and the strategy of anti-access

The majority of Chinese military observers claimattithe near-term

objective of China’s naval military modernizatioffiogts is to improve this state's
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ability to deal with the Taiwan issue in case itngiinto an armed conflict.
Nonetheless, this statement only makes sense enda€hina’s expectation that
the U.S. might interfere in such a conflict. Thesdue to the fact that seapower is
not essential in dealing with Taiwan alone: air povand missiles are China’s
capabilities of choice in case an armed conflicsesr and the US does not
interfere (SHLAPAKet al, 2009). In this respect:

China’s capabilities have developed to the poirdt th is
capable of mounting very destructive attacks agaiasvan’s
military infrastructure. As part of a large-scalt#fensive, the
PLA could employ its SRBMs [short-range ballistidsgile]

and LACMs [land-attack cruise missile] to suppré&ssvan’s
air defenses, permitting attacks by manned airenaited with
PGMs [precision-guided munitions]. The increasiagcuracy,
warhead variety, and numbers of Chinese mssitould
also permit smaller, coercive attacks aimed atiipgmlitical,

military, or economic target (...) A China able tauhch large
missile attacks followed up by sizable aiaids will,

however, likely be able to inflict significant dagea on a
number and variety of targets of Beijing’s choosiadmost
regardless of Taiwan’s defensive preparations (SPAK et al,
2009 p. 125-126).

On the other hand, to prepare against Americamf@mence in a conflict
with Taiwan, seapower seems indispensable sincd.Bewould definitely use its
own seapower to attack China. Accordingly, Chinhaseved to be adopting an
“anti-access strategy”, which aims at deterringtdeast delaying a potential U.S.
intervention in a conflict between China and TaiwHns important to say that
“anti-access” and “area denial” are U.S. terms @oidChinese ones. Those terms,
first employed by the U.S. Department of Defensetha 2001 Quadrennial
Defense Review, are often used interchangeablynayysts to characterize the
attempt to prevent a U.S. military intervention Ghina attacks Taiwan. In
particular, the assumed Chinese objective is taetepJ.S. aircraft carriers from
getting within tactical aircraft operating distarfcem China (McDEVITT, 2011,
p. 192).

The U.S. Department of Defense (DoD) states that:

If a quick resolution [to a situation involving V&an] is not
possible, Beijing would seek to deter U.S. intetia@n or,

failing that, delay such intervention, defeat itaim asymmetric,
limited, quick war; or, fight it to a standstill dnpursue a
protracted conflict. China’s emerging maritime aotiess force
can be viewed as broadly analogous to the sealdenie that
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the Soviet Union developed during the Cold War ¢oydU.S.
use of the sea or to counter U.S. forces particigan a NATO-
Warsaw Pact conflicapudO'ROURKE, 2011, p. 142).

The similarity between the Soviet posture during @old War and the
Chinese current sea-denial strategy is clear. Jimdarity in strategy seems to be
driven by the geo-strategic imperatives imposedboth China and the Soviet
Union/Russia, which are very different from the sifeced by the U.S.

It took some time for American scholars to fulljkaowledge the impact
that the different geo-strategic contexts wouldehau Soviet strategy during the
Cold War. In the early 1960’s, the predominant viemthe U.S. was that the
Soviets were building a naval force with capalg@étsimilar to the United States
Navy, i.e., that the Soviet Union had a blue-watgry which could attack the U.S.
territory and Western sea lines of communicatiod &unch strategic nuclear
strikes from the sea. In other words, in assesS&pgiet naval capabilities,
Americans mirror-imaged their own. Neverthelessrirduy the 1970's, some
analysts began to develop an alternative assesshamnelied on Soviet Union’s
own views and objectives (HATTENDORF, 2004).

As an example of those new interpretations, in 1978 scholar Bradford
Dismukes tried to provide evidence that the Sowetse mainly concerned about
the security of their SSBN force, stressing tha thaintenance of SSBNs on
station was regarded as more important by the 8othan attacking Western sea
lines of communication. In 1977, James M. McConagjued that Soviet SSBNs
would operate in local sanctuaries close to hontmechwvould be heavily guarded
by mines, fixed underwater acoustic surveillancgeys, air defense and surface
ships. At that time, this scholar claimed that 8wwiets should not be expected to
substantially deploy forwards platforms during gwnventional phase of a war
(apudHATTENDORF, 2004).

This idea that the Soviets would withhold SSBNsaastrategic reserve
force in protected bastions was developed by McEbitrased on his analysis of
Soviet military and academic writings, but it wast mccepted in the U.S. as a
faithful description of the USSR naval strategy idgr the 1970’'s gpud
HATTENDORF, 2004). Nevertheless, new evidence estkig 1980 and 1981
and analysts began to concede to the idea thaStwets adopted a SSBN
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withholding strategy.

In the end of 1981, the inter-agency intelligencemmrandum called
“Soviet intentions and capabilities for interdigfisea lines of communication in a
war with NATO” stated that Soviet military plannersgarded the wartime
interdiction of NATO sea lines of communicationasecondary mission: in case
of a conflict between Eastern and Westerns forttes majority of Soviet naval
forces would be deployed to defend the Soviet SS@e and to protect the
homeland from NATO’s nuclear-armed naval strike&@(HATTENDORF, 2004).

In other words, the Soviets adopted a defensiveitimar strategy in
opposition to what Americans believed at first tlveguld do. This strategy also
involved the establishment of thresholds at varidistances from the Soviet
Union’s coasts, which were like “lines-in-the-wdtefhe Soviets considered the
waters closest to the mainland (200 nms) an araaSbviet naval forces and
land-based air forces should be able to controlviMp farther towards the sea
(1,200 nms), the Soviets aimed at denying or ctingeshose waters to the U.S.
Navy. In other words, the military requirement waesa control close in and sea
denial as the distances from the mainland incredsadthat purpose, the Soviet
sea-control and sea-denial strategies involved mbawation of open ocean
surveillance, long-range land-based aircraft withise missiles, and nuclear-
powered submarines with large loads of anti-shigser missiles (McDEVITT,
2011, p. 196-201)

Accordingly, nowadays, ASBMs, attack submarinesd aupporting
C4ISR systems are viewed as key elements of Chamaérging anti-access force
(O'ROURKE, 2012, p. 4). In addition, the threshioléla is also present in Chinese
current naval thinking. The difference between tH&SR and China is that the
PLA has elected to define distance-related threshml terms of “island chains”
(McDEVITT, 2011, p. 201).

Liu Huaging, an important figure in Chinese navyidg the 1980's who
received schooling in the USSR, was the one redplent®r envisioning a navy
that would move in phases: the first one aimethatsb called “first island chain”,
the second at the “second island chain” and thid #tiglobal waters. Cole (2010)
highlights that the division of the navy strategyphases was influenced by the

Soviet way of thinking of zones of activities antsaareflected Liu's “land
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mentality” since he was in the past a member oftiney>.

In this sense, the Chinese sea-denial strategisasraferred to as near-
seas active defense (in opposition to the neartcoefense strategy adopted
during the Cold War), since the aim after the [E880's is to cover a much larger
sea area and not only the coast. Under this maentestrategy, the PLAN is
regarded as a “strategic service,” meaning thaipdrates more independently,
possessing its own geographical bounds of opesatidime near-seas active
defense covers the first island chain (which stretcfrom the Kurile islands
through the islands of Japan, Ryukyu Archipelagaiw@n, the Philippines to
Borneo Island), the Yellow Sea, East China Sea,Smdh China Sea, or the three
near seas within the inner rims of the first islahéin, and sea areas adjacent to
the outer rims of this island chain, and thosehef morth Pacific. However, the
concept does not cover the south Pacific and ti@tnOcean (LI, 2011, p. 116).

To execute a near-seas sea-denial strategyniperative that the Chinese
can effectively perform surveillance of the neaasseso that the deployment of
submarines and land-based aircraft can be definéaati-ship missiles targeting
executed. China is reported to have several datelh orbit that can contribute to
ocean surveillance. In what comes to the land-bagsedomponent, China does
not have anything equivalent to the Soviet Backifioenber carrying long-range
AS—4 anti-ship missiles. Therefore, it would deptbg FB—7 fighter-bomber and
the Chinese variant (B6H) of the Soviet Badger bemntvhich do not have the
range of the Backfire. However, it is the opinidriMxDevitt (2011) that the PLA
Air Force and Naval Aviation Force can deploy amu® regiments of aircraft
with cruise missiles to attack approaching warslgi¥ aircraft), what might be
enough to cover three or four carrier battlegrojimetheless, as the aircrafts do
not possess a long range cruise missile, they nbghtulnerable to fleet air
defenses.

Therefore, the submarine force is the most imporArAN capability to
perform the sea-denial strategy. Assuming thatkes three submarines to keep
one on station (one on station, one going home, geting ready to go),
McDevitt (2011) estimates that a sea-denial stsategyuires around 60 to 75

modern submarines to deal with U.S. carriers. Tlb&NPhas currently 34 modern

% This is because other Navies do not think in teohsheater of operation since the seas are
considered too fluid for that (COLE, 2010).
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attack boats (according to Jane's batteships d@ansin Table 1 above). That
means that it is not unequivocal that China's fercan effectively perform the
strategy of sea-denial (McDEVITT, 2011).

Nevertheless, observers foresee a major technalogimovation that
might aid the Chinese to perform their sea-dertraltsgy. In other words, China
Is believed to have taken the Soviet antiaccessesly one step farther, adding a
uniquely Chinese element to the layered defensesaédallistic missiles to attack
moving surface warships. Traditionally, ballistidssiles were not considered
efficient against ships at sea, since ships areingotargets and since missiles
once fired could not change trajectory to accoontdrget motion. However, the
PLA is reportedly trying to place seekers in higiplesive missile warheads that
would activate as the warhead descends into tigettarea, and then guide the
warhead to the moving ship. If the Chinese sucteedthieve such innovation, it
could pose a huge challenge to U.S. forces, siatende against ballistic missiles
is a hard task: a target traveling so fast is vdifficult to shoot down
(McDEVITT, 2011).

It is also argued that the sea-denial strategydcalsio involve the attack of
U.S. bases in the region in order to deter or déldy. intervention. However,
talking about the repercussions of an attack tapaidese base, Yoshihara (2010)

persuasively considers:

Equally worrisome, operational interactions betwédmnnese
and American forces could prove highly escalatonyd a
destabilizing. As Evan Medeiros and co-authors talstu
observe, the operational doctrines on both sidesresta
proclivity for seizing the initiative at the outsef a conflict
through surprise, speed, and attacks against enszay
echelons. Medeiros further argues: Neither bodydadtrine
appears to consider how an adversary might reactutih
operations in a limited war—indeed, each seemsgarae that
it will suppress enemy escalation by dominating toeflict.
Consequently a Sino-American confrontation woulthgmisks
of inadvertent escalation if military forces werermitted to
operate in keeping with their doctrinal tenets withregard for
escalation thresholds. It is clear, then, that #iack against
regional bases is neither a trump card nor a sofiesilst risk-
free option. If plans go awry, as they always davir, China
could find itself in a protracted conflict againsona than one
implacable, well-resourced enemy as intent as thiegSe upon
achieving escalation dominance. Whether Beijing lidind
the stakes over Taiwan or over another disputecserftly high
to run such a risk is unclear. Disturbingly, howewehinese
writings suggest that some segments of the PLAmlmed to
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accept the repercussions of a coercive campaigmsgd.S.
bases in Japan (p. 56).

6.5.2
Other missions to be performed by the Chinese navy: can power

projection be one of them?

External observers argue that Chinese authoritiggsien other missions
for their navy besides preventing Taiwan's formmalependence. In particular, the
navy is believed to be increasingly charged with thsk of protecting Chinese
interests regarding this state's territorial claimshe South China Sea and East
China Sea, which overlap with those of other caestsuch as Japan and Vietnam.
The navy is also expected to enforce China’s vieat it has the legal right to
regulate foreign military activities in its exclusi economic zone (EEZ) (which
extends 200-mile maritime from the coast). Furtheemn observers believe that
China’s maritime capabilities are also directedotoviding protection to its sea
lines of communications (from which comes much ¢fina's energy imports).
Finally, some analysts argue that China’s Navy aatndisplacing U.S. influence
in the Pacific and establishing China’s status asmajor world power
(O'ROURKE, 2012, p. 5).

Chinese writings seem to confirm the view that @his moving beyond
the Taiwan issue. In Hartnett and Velucci (2011jdgo

(...) from the Chinese writings on maritime secusgmpled
here, it is clear that most Chinese security amslgencerned
with maritime affairs are looking beyond the Taiw@sue.
Although mention of using the PLAN to safeguarditerial
integrity (i.e., Taiwan) appeared throughout theeline of
articles surveyed, not all articles focused on@nediscussed
this issue. Other issues, such as defending Chimaistime
rights and interests and safeguarding overseas oggon
interests, also frequently appeared in the writir@gprisingly,
the need to defend maritime rights and interests actually
mentioned more often than territorial integrity #ee main
reason for strengthening the PLAN and defining ardimated
maritime strategy. This demonstrates that althoeghification
with Taiwan remains an important issue, other dsad PLAN
modernization also exist; even if the current cisissit
disagreement was resolved, the PLAN would likelpai: on
the same fast-paced developmental trajectory (p-103).
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In view of the prominence of these other missimisservers claim that
China might be moving towards the adoption of ded#nt maritime strategy.
According to this line of thinking, the Chineseaségy would have progressed
from a “near-coast defense” strategy prior to thd-b980’s, to the “near-seas
active defense” after the mid-1980's, and finally & “far-seas operations
strategy” by the mid-2000’s (LI, 2011).

But does China have the capabilities to executsdas operations? The
first time that China's navy deployed forces operatly beyond its immediate
maritime periphery (in opposition to just repressmtthe country abroad)
occurred in December 2008, when Chinese forces depioyed to the Gulf of
Aden with the task of performing a counter-piracgsion. The goal was to escort
merchant ships from China and other nations, ptiogg¢hem against pirates. At
that time, China deployed two South Sea Fleet dgsts and a supply ship
10,000 kilometers from their home base in Sany#&erLan, other ships were sent
to replace the destroyers, but the supply ship usedained the same. The
logistics and supply requirements were handled neawvay replenishment and
port visits. These deployments show that the PLAd begun moderate blue
water operations in the form of counterpiracy nussi However, the navy's
emphasis is still clear on improving quality andi-access capability. The PLAN
is far from being able to support a substantial SLQecurity posture
(ERICKSON, 2010).

Since it is clear that China does not have yet-blater capabilities, is
there a trend towards the acquisition of those ts®sErickson and Goldstein
(2009) indicate some possible measures that waid to be identified so that an
observer could say that a trend towards the adourisof blue-water capabilities
exists. According to those scholars, major acqaisitand changes in operational
doctrine in China are preceded by a major speeclha lsgnior civilian leader
advocating the new ideas. However, in what come®rnoe structure, concrete
signs of a more ambitious Chinese naval strategyldvioclude the:

1) Construction and deployment of additional nuclatiack
submarines and other platforms with significant desatrated
antisubmarine warfare capabilities, 2) Developranaircraft
or helicopter carriers and related doctrine anithitng programs,
3) Establishment of new, modern shipyards dedicati®d
military ship production or expansion of areas aproduction
yards that are dedicated to military ship producticl)
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Expansion of the PLAN auxiliary fleet, particulatlyng-range,
high-speed oilers and replenishment ships, 5) D@weént of
the ability to conduct sophisticated ship repainmotely, either
through tenders or overseas repair facilities, Gpady
deployment of PLAN forces to vulnerable portionstloé sea-
lanes to increase operational familiarity and nees, 7)
Maturation of advanced levels of PLA doctrine, rirag, and
human capitalERICKSON; GOLDSTEIN, 2009. 62).

Finally, those scholars also state that. “Perhaps most important
indicator, however, would be Chinese acquisitionrelfable overseas air and
naval bases — a major shift from current foreighcgaloctrine” (p. 62).

The measures established by Erickson and Gold&§&6b0) to evaluate if
a change towards a blue-water navy is occurringicates with the shortcomings
faced by the Chinese maritime forces. China has beeking to overcome some
of these limitations. For instance, the amphibitarse is being modernized, but
that has not expanded China's capacity in thisyatdhe PLAN is still limited to
transporting one mechanized division of fully equagd troops. Moreover, China
has been slow to increase its Navy's ability toamnat sea for extended periods.
Only two of the PLAN's five oilers are less tharetwy years old, and only one
(Nancang) is capable of providing more than a singhjor fueling to a task
groups of four or more ships. This indicates thateast the logistic focus of
maritime thought in Beijing remains on Taiwan ankeo regional situations such
as the East and South China seas (COLE, 2010,7p. 10

Therefore, in what concerns the need for investsm@niamphibious and
replenishment capabilities, there is consensus gnspecialists both that those
capabilities are needed if China wants to projeetgr and that this country is not
there yet. Nonetheless, regarding the acquisitioanoaircraft carrier and of a
system of foreign bases for the purpose of powejeption, there is controversy
on the effectiveness of those efforts in order tovige China with power
projection capabilities.

Since aircraft carriers would have limited value @hina in a conflict
with Taiwan once the island is within range of ldrased Chinese aircraft, most
observers believe that China is acquiring carrierbe able to operate in more
distant areas and also as a symbol of China’sssteta world power. Carriers are
also believed to provide China with soft power doi¢he fact that they may be
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used for humanitarian assistance and disastef ogerations, maritime security
operations (like anti-piracy operations), and nombatant evacuation operations.
Nevertheless, some observers believe that camieusd not be useful for China
in a conflict with the U.S., since Chinese airciedtriers would be vulnerable to
attack by U.S. ships and aircraft (O'ROURKE, 2(01.20-21).

Regarding foreign bases, some observers belieteCthiaa is building a
series of naval and other military bases in thaamdDcean to support Chinese
naval operations along the sea line of communinaliltking China to Persian
Gulf oil sources, what has been referred to agrantsof pearls”. This theory was
a creation of a 2004 study contracted by the Ug&pddtment of Defense entitled
“Energy Futures in Asia” and is broadly acceptedras in the U.S. and India.
However, this information is disputed by some astglyho argue that China has
built commercial portfacilities in the Indian Ocean, but not naval IsasEhese
scholars claim that China is pursuing a strategyaving “places not bases”. This
type of strategy involves diplomatic agreementshvather state's governments
that allow access to their facilities in order totan essential supplies, such as
fuel, food, and freshwater for deployed forces.lBagreements can also involve
reciprocal guarantees of military support in susaa as training, equipment, and
education (KOSTECKA, 2011, p. 60-61). In other wgr&€hina is seeking to
guarantee that its navy would have places to visit, staying permanently
anywhere abroad (O'ROURKE, 2012, p. 30-31).

The fact that China invested in the constructioncommercial port
facilities in places like Gwadar and Hambantotaften taken as evidence that
China is seeking to build naval bases in the Indaran. Nevertheless, there is a
long way to go to convert these facilities intodmghat could be used in wartime.
Moreover, some observers doubt that this would beise decision since the
exposed positions of those places would make thantime utility uncertain
against an enemy that has long-range precisiokestapability such as the U.S.
Therefore, some analysts advocate that the opticaurse of action for China is
to remain developing a network of “places” to supprces deployed for
nontraditional security missions like the counteapy patrols in the Gulf of Aden
(KOSTECKA, 2011, p. 74; ERICKSON, 2010)

In turn, other observers argue that acquiring aftaarriers and over-seas

bases for power projection contradicts China’s rée® project an image to the
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world that its rise will be peaceful, what mighhtier the decision to acquire those
assets. In addition, some scholars point that therelomestic impediments to the
pursuit of such a strategy since there seems todofool of thought in China that
argues that rather than striving to be a maritimegy, China should be content to
remain a land power. On the other hand, more osgtiracholars argue that
although it took two decades for the near-seasvackefense strategy to translate
into capabilities for accomplishing the objectivadghis strategy, it may take less
time for the new strategy of far-seas operationdramslate into appropriate
capabilities due to fewer budgetary and technoldgoonstraints (LI, 2011, p.
134-135).

Nonetheless, for the purposes of this dissertatidrgt really matters is
that no major efforts to change Chinese power ptigie capabilities have been
made so far. In face of that, it is important taleste if even so one could say that
China is internally balancing the U.S.

6.5.3
Comparing nowadays China to the Soviet Union's beha  vior during
the Cold War

As was stated before, the Chinese strategy of eeelds very similar to
what the Soviets pursued for the most part of thelarity era. Most importantly,
as happens to the Chinese now, the Soviets never poaver projection
capabilities comparable to the American ones. Thezesince there is no doubt
among international relations balance of power kghahat internal balancing
was pursued by the USSR against the U.S durin@ theé War, could the same be
said about nowadays China?

It is important to highlight that only in the 198@lid the Soviets reach a
large and balanced fleet. As happens to China naysadhe Soviet approach to
the sea for the most part of the Cold War was basedubmarines. Submarines
were the main element of Soviet war strategy andaobuarea deployment of
Soviet forces was envisioned to be performed inc@dane, serving as an
instrument of state policy (naval diplomacy). Aatiogly, in the 1980's, Soviet
naval forces maintained a continuous presence enMlediterranean Sea, the
Indian Ocean, and the South China Sea. They alsducted deployments to the
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Caribbean (VEGO, 2009, p. 223-224).
In a report about Soviet seapower written in th&01® the American
intelligence agencies stated:

The out-of-area operations of the navy continueeféect the
Soviets’ interest in strengthening their position the Third
World (especially in areas of potential Westernneuability),
balancing Western presence, and countering pokestiategic
threats. Although strategic military concerns rem@iominent
in Soviet distant operations, particularly in thediterranean,
the navy is performing increasingly important tasi&kated to
the projection of Soviet power and influence in Tird World.
In addition to routine show-the-flag deployments aort visits,
Soviet naval forces have demonstrated support riendly
nations and sought to inhibit the use of hostilgahdorces
against Soviet allies. During recent Third Worldses, the
Soviets have augmented their naval presence imtéas of
conflict: the Angolan civil war in 1975; the Ethiap-Somali
conflict in 1977-1978, the Sino-Vietnamese confiict1979;
and the Iranian hostage crisis in 1979-1980. Ssehafl Soviet
naval forces is likely to continue in future didtamea crises.
We do not believe, however, that the Soviets wabepdby major
naval forces in response to a Third World crisi@marea other
than the Mediterranean and possibly the Indian @c¢ehthey
judged the crisis involved a high risk of escalatio general
war with the West. The Soviets would probably feat, if war
broke out, such forces would be out of positioppédorm the
initial wartime tasks of protecting SSBNs and thea s
approaches to the USSRHE DIRECTOR OF CENTRAL
INTELLIGENCE, 2004, p. 129-130, emphasis added).

In addition, the Soviets never got to build a @rof their own and also
had major difficulties with their amphibious forcdhe same report stated:

The amphibious exercises conducted on SocotradistaMay
1980 and in cooperation with the Syrians in July819
demonstrate an interest in and a modest capafwlitglistant-
area projection. The Soviet Navy has never condutdege-
scale amphibious landings away from the periphdrythe
USSR. Exercise ZAPAD-81 in the Baltic, however,linied a
large-scale amphibious exercise that for the finsé used ships
drawn from all four Soviet fleets (...) It is stillodbtful that a
Soviet amphibious task force could carry out a essful
landing abroad against substantial opposition, argd part
because of the lack of adequate tactical air suppither land
or sea-based (THE DIRECTOR OF CENTRAL
INTELLIGENCE, 2004, p. 131-132).

China’'s navy strategy and shortcomings are sirtoldhe USSR on many
levels. In this respect, it is important to highlighat analysts had no doubt that
the USSR was internally balancing the U.S. durimg €old War. What was in
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dispute was not if internal balancing was takingcpl but the kind of internal
balancing behavior chosen by the USSR. Among tfferent types of internal

balancing behaviors possible (off-setting, emulatmd innovation), it turned out
that the Soviets prioritized off-setting. In otheords, they did not try to emulate
American naval capabilities. In contrast, theydrie deal with the capabilities the
Americans would use in case they chose to attackJBSR using the seas.

If what the Soviets did during the Cold War was wgioto qualify their
actions as internal balancing, could it be said #izat the Chinese do nowadays
is internal balancing? In other words, are the Iteswf Chinese naval
modernization enough to raise its prospects of ingna war with the U.S. which
would have the seas as its main theater? The artevileat question seems to be
no.

This is because one difference between China aadatmer USSR is
essential: although the two countries have singostrategic challenges, power
projection capabilities are much more importanCtana than they were to the
USSR. This is because China relies on importedcesunf energy and the USSR
never faced this predicament. In this sense, beinlg to protect the routes
through which this oil travels to get to China eryimportant, since in a possible
conflict between China and the U.S., the former lchave to deal with the
capabilities of the latter to perform a blockadet®fSLOC.

Therefore, being able to delay U.S. access to enpiat conflict over the
Taiwan issue is not enough to off-set U.S. powaaathges in the region. China
must also ensure its own access to the South Gwaa the Indian Ocean, and
beyond before it can consider itself a power fagtyivalent to the U.S. and,
consequently a pole. This is not to say that Cmmest have power projection
capabilities that would be enough to invade the, fb8 instance, but at least it
should be able to have some expectation of succespossible conflict with the
U.S. that might take place in the Asian region, reh@hinese main economic and

territorial interests are located.

6.6

Preliminary conclusion

In sum, it can be argued that the timing of Chiaaons in what regards
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seapower seems to indicate that the Chinese atigisoare reacting to the U.S.
unipolarity. In addition, one of the behaviors @weristic of internal balancing
(off-setting, emulation and innovation) is preseébhina seems to be off-setting
the American seapower through an anti-access gjtate

On the other hand, China is not amply emulating Almeerican naval
capabilities. It seems to be emulating the besttipes available to a state in its
geo-strategic situation in order to deal with aititae power like the U.S.: the
Soviet practices and capabilities during the Colar.\Wherefore, this leads us to
conclude that the target of emulation is not orllg pole against which the
balancer might fight. It could be said that emualatof Soviet practices at sea is
being used to internally balance the U.S. via eftisg. Therefore, one can also
conclude by this that geo-strategic imperativesnsigebe essential in defining the
type of internal balancing behavior chosen.

Nonetheless, it is not clear if the second criterlterein proposed to
qualify a group of actions as internal balancingmst: Chinese efforts do not
seem to have the potential to diminish the gap éetwthe U.S and China's
capabilities or to considerably increase the |&ttehances of winning a war
against the former. This is due to the fact thain€e maritime modernization
succeeds in improving China's capabilities to astiedelay a possible U.S.
intervention in the Taiwan Strait, but it fails poovide China with the resources
necessary to project power outside the so calledt“island chain”. And
projecting power to more distant waters is impdrianenabling China to win a
possible war against the U.S. This is due to the that China has the
disadvantage of relying on sea-lines of commuracatSLOCS) for vital products
such as energy sources. In this sense, the cdpadiiliprotecting its SLOC is
essential to raise China’s chances of winning a against the U.S., since the
latter is surely capable of imposing a naval embang China that would hamper
Chinese war efforts, making victory a lot harder.

Therefore, it could be said that the fact that @Hias moved on to acquire
adequate capabilities to perform a sea-denialegjyais consistent, at most, with
an early stage of the internal balancing processthat an unequivocal internal
balancing movement would necessarily encompasadfeisition of capabilities

adequate to protect China's SLOCs.
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China’s future arsenals: from emulation to innovati on?

7.1

Introduction

This chapter aims at evaluating the probabilityt tBhina overcomes the
United States, by acquiring new capabilities tla#e significantly its prospects of
winning a possible war against that country. Fat tb happen, it is assumed here
that not only would China have to emulate statthefart military capabilities, but
also to innovate in relation to those. Therefotes tthapter analyzes China’s
approach to research and development (R&D), pagspuecial attention to its
defense industry in order to assess Chinese efforignovate in the defense

realm.

7.2
China’'s approach to technology at a glance: the his tory of a
changing relationship between the Chinese defense i ndustry and the

civilian sector

To have a sense of China’s innovation potentiais itmportant that the
most recent reforms in the so called National Imtion System (NIS) are
evaluated. Nonetheless, the only way to graspithefisance of those reforms is
to step back in time in the attempt to understahd $ystem’s evolution

throughout the decades.

7.21

Mao Zedong's years

The importance of people over technology was ammapson of Mao
Zedong’s thinking about war, who advocated the sopg/ of man over
weapons. Nonetheless, the Korean War had a gregad&cimon the Chinese
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understandings about technology. The encounter Mitlerican technology and
the number of Chinese deaths in that conflict metborities reevaluate the way
they viewed technology (FEIGENBAUM, 2003).

Therefore, to acquire necessary technology, thed3kei recurred initially
to the USSR, negotiating the transference of egeigrand knowledge from that
country to China and emulating capabilities whengwessible. However, the
desire to produce technology nationally was alwpsesent due to insecurities
regarding the likelihood that the Soviets would kdelping the Chinese on a
regular basis (FEIGENBAUM, 2003).

In the middle of the 20th century, the mantra rdoay technology in
China was that economic development should be redtby means of military
investment. This idea is related to what scholaik “technonationalism”. More
specifically, Feigenbaum (2003) defines technomafism as the notion that
technology is fundamental to both national secuaitg economic prosperity; that
a nation's development policy must have explicategic underpinnings; and that
technology must be indigenized at all costs anfdisifd system wide (p. 14).

Nonetheless, the way technonationalism expressadf its different
amongst the various societies and can also vaigeins country from time to
time. In general terms, the notions that have dtaraed technonationalism in
China can be summarized as follows: technologieaketbpment is intrinsically
strategic since it has implications for the relatigosition of a state in the
international balance of power; the central govenimmust invest in critical
technological sectors; the state should pursue nrguinstituting indigenization;
the central government must nurture an indigen@pacity to innovate; and
technological diffusion should be turned into atestgpolicy via spin off
(transference of technology from military endeaviargivilian ones) oispin on
(transference of technology from civilian areasititary ones) (FEIGENBAUM,
2003, p. 39).

Contrary to what this definition of technonatiosati with Chinese
characteristics might imply, China's relation taecheology was not constant
throughout the years. From the 1950's to the 19@fl&rity was given to strategic
weapons research and development, to the detriofeaqivilian industries and
conventional weapons (FEIGENBAUM, 2003).

During Mao's years, there was a clear distinctietwben the conventional
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weapons and the strategic weapons production sysfertighter control of
political authorities over conventional weaponsduction could be identified at
that point. This made the strategic system mor@erable to political changes
such as the Great Leap Forward and the CulturablBeon, hampering R&D in
the conventional weapons sector. In addition, tteu$ was on the quantity of
conventional weapons produced and not on their itgualhere was no
competition among producers and government autb®ntlued the achievement
of production quotas to the detriment of qualitypnavements. Accordingly,
imitation was promoted instead of innovation (CHE&N2009).

Another characteristic of the conventional weapsystem that imposed
obstacles to innovation was a very rigid divisioh labor between R&D
institutions and manufactures. The firms involved this system were
geographically dispersed and were not integrategkilg mechanisms of
information sharing. Finally, one can quote theealge of effective institutions
such as property rights — resulting in less comiogefrom the part of possible
investors and, therefore, in less innovation — gredlack of mechanisms for the
supervision of standards (CHEUNG, 2009, p. 36-40).

On the other hand, in the case of strategic wegpGhsese political
authorities granted more liberty to the productienters. Furthermore, there was
greater integration between research and productimits, which were
geographically concentrated, facilitating the exwe of information among
them. In addition, the members of the system hadszcto foreign knowledge in
the sense that they were educated abroad andhtbatational publications were
available to them. Consequently, performance wasaluated in face of
international standards, making performance remqmerdg more rigid. Finally,
political authorities focused on the quality of thetputs and not on quantity.
According to Cheung (2009), those differences arglade much more significant
advances in the production of strategic weapormparison to the production
of conventional weapons in China from the 1950'#1970’s.

In the same vein, Feigenbaum (2003) argues thasttla¢egic weapons
bureaucracy created during Mao’s administration haery distinctive
characteristics that accounted for its success:

* Technicians were put in charge, occupying imporfaritlic positions.

Two lines of command could be identified: on thestfitrack, there
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were technical decision makers with the “chief geesr” or “chief

engineer” at the top; on the other track, admiatste or managerial in
nature, there were the relevant military industrahistries, with an
executive minister at the top (p. 43-44). Techmsiavere integrated
on the managerial track and, when members of théangihad to be
picked to take part in the administration of theteyn, Marshal Nie
Rongzhen (the brain before the system) chose pdbptehad close
ties to him in order to make sure the staff shathd same
understandings about the management of the system

* Instead of the verticalism that defines Chinesdtirt®ons in general,
the organizations involved in strategic weaponsdpction were
granted constant access and contact to one an8i¥@inars involving
technicians and high level authorities were heldisguss the status of
the weapons and the possibility of testing themair An example of
this was the first nuclear power submarine produne@hina, whose
test was scheduled during a seminar and not byfarmeed political
authorities;

e There was collaboration between units of the sysiastead of
compartmentalization;

» Performance was evaluated based on universal sthnakon and the
Chinese progress was benchmarked against intemahtiechnical
developments;

» Politicians showed commitment to develop strategapons;

» There was a culture of experimentation and riskintakn the strategic
sector (FEIGENBAUM, 2003, p. 40-60).

It is important to note that the technicians inealwvith strategic weapons

R&D, which were mainly trained abroad, were alseruged to work and

organize the whole structure of scientific instiias in China. This meant that

! Strategic weaponeers were especially influentedabise they built links to the political elite,
making possible that regular politicians be leaiuoa the technical requirements of the projects.
This was later facilitated by the creation of ingibnalized channels of access. The strategic
weapons intellectual elite was the only one thavisad the Cultural Revolution (1966-1971).
During this period of time, intellectual work wasnsidered bourgeois and was discouraged,
leading to the paralysis of scientific developmémt China. However, although spared in
comparison to other intellectual endeavors, thateffic weapons organizations did not survive
intact. The technical track of the dual line of coand fell (FEIGENBAUM, 2003).
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many universities’ laboratories were founded in remstion to the strategic
weapons system. Also, at this point, the brighséstients were attracted to the
strategic weapons organization system (FEIGENBAQZ®Q3).

On the other hand, this approach to technology ailsant that, during
Mao's years, China advanced a lot in what comemdustries related to the
military, but scored badly in what regarded othasib industries. As a result, the
understanding that military progress would spintoffcivilian industry began to
be discredited. In addition, international and dsticechanges provided a context
for change in what regarded China’s approach tbn@ogy: internationally,
China leaned towards the US and, domestically, dbentry was trying to
substitute Mao after his death (FEIGENBAUM, 2003).

7.2.2

Deng Xiaoping’s era

When Deng Xiaoping came to power, the reforms guigle him touched
China’s approach to technology in at least thregswavestment strategy was
shifted from capital intensive to light industryarge-scale demilitarization of
industry was promoted; and the role of technologyeconomic policy was
expanded (FEIGENBAUM, 2003, p. 75).

In especial, Deng rejected the understanding thitarg R&D could
boost economic development. According to him, deferconstruction and
military work would only prosper if based on a sdueconomic foundation
(FEIGENBAUM, 2003, p. 91). In other words, at tipsint, the predominant
understanding was that national security could dr@yreinforced if the national
technology base progressed first. This meant thatang modernization was
being delayed, not necessarily neglected (p. 92).

The Chinese defense industry went through transfboms in face of
Deng Xiaoping's desire to move China away from Swriet model and to
promote Chinese economic development. At a defeniestry meeting in August
1978, Deng stated that: “We mechanically copiedSbeiet system and this has
been wasteful”. Therefore, he defended that then&da should liberate
themselves and move away from the Soviet past (DENGOPING apud
CHEUNG, 2009, p. 55).
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Accordingly, the focus was now on the conversiommilitary industries
into civilian ones. In the beginning of the convensprocess, some military firms
hesitated to change to civilian production, in bedief that this was not a long
lasting policy. However, after the mid 1980's, thevas no doubt about the
longevity of the policy. In contrast, other milyafirms saw right away the
opportunity for profit in converting to civilian pduction. The hope was that the
contact with foreign technology and the chanceegkiving foreign investments
would be especially beneficial (CHEUNG, 2009).

At the onset of the conversion process, there waskwnstitutional control
over the converted firms. This was due to the flaat those firms were handed to
local government, which lacked the institutionapagel to deal with them. In
addition, from the late 1970's to the early 1986&mversion did not follow a
government plan.

Nevertheless, in 1982, the Commission for ScieA@ghnology, and
Industry for National Defense (COSTIND) was createdversee the planning
and administration of the research, developmemtiuation, and production of the
country's conventional and strategic weapons systéknother important attempt
to promote change in the Chinese defense sectorhalspened in the beginning
of the 1980's, when contract responsibility sys{@RS) was adopted. Under this
system, enterprises were required to negotiate raxtst budgets, profits,
schedules, and quality standards directly with Pdépartments (CHEUNG,
2009).

However, the attempt of reform did not producetlad expected results. In
spite of the establishment of CRS, contracts wélenaewarded on the basis of
bureaucratic connections and patronage. Also, def@noducts prices continued
to be fixed. In particular, the firms that remainedlely military did not
experience many changes. In this respect, Che@@®jdbserves that:

(...) the military component of the system contintede self-

enclosed, maintained its own separate organizdtisystem,

remained overly reliant on state funding, lackeakelties with
the production system, and had a poor track recatrd
commercializing its R&D results (p. 79).

2 |t is important to note that the people involvedthe strategic weapons system preserved their
influence since the staff appointed to the new wiggion had close ties to them (CHEUNG,
2009).
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Another drawback of the defense system institutistracture at this point
was that the PLA took part in COSTIND. This medrdtithe end-user of defense
products was also involved in production and, tfeges could not turn to another
seller if things went wrong (CHEUNG, 2009, p. 98).

In the mid 1980’'s, a program that aimed to forgghew technological
revolution” was launched. This program, which came to be knbyits date of
inception (March, 1986Rlan 863 was proposed by members of the old strategic
weapons elite and accepted right away by Deng'siradiration. It sought to
maintain the role of the state in technology prdomtto establish China as a
great power and to restore the centrality of thategic weapons activities
(FEIGENBAUM, 2003).

The creators of Plan 863 believed that technoldgimaovation in the
industrialized world depended on changes that Chawh yet to assimilate and
that the development of weapons’ technology wadamger sufficient to the
challenge this revolution posed. In particularytleaimed that the state should
concentrate its innovation efforts on seven areagomation, biotechnology,
energy, information technology, lasers, new materi@and space technology
(FEIGENBAUM, 2003).

The focus was on applied R&D, but there were soomeld$ directed
towards basic research. This was meant to avoidsituation in which the
Chinese would understand the mechanics of statkeo&rt technologies but not
the fundamentals that allowed its production arad would allow the creation of
the next generation of technologies. The definitcdnnvestment priorities has
similarities with the American way:

The 863 program's allocation procedures are akinmany
respects, to contract R&D in the United States.dexgroups
comprised of leaders in each focal area set sizdds ginvite
bids, and then choose “winners” who receive fundmdulfill
the contract. Separate subcommittees of speciatistach are
peer review proposal and bids, which are then apurdy
panels selected by the top S&T bureaucracies. Cimpe
bidding empowers these small groups of specialistsause
they have additional responsibility for monitoripgrformance
and fulfillment of contracts (FEIGENBAUM, 2003, p65).

Funds are allocated to the 863 expert groups whanredl money
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downward on the basis of bid decisiariEhe expert groups that decide on targets
and contractor report to managerial staffs in #ween fields prioritized by the 863
Program. Only two of these fields (space technolmgy lasers) are dominated by
military planners and bureaucracies. The other (augomation, biotechnology,
energy, information technology and new materialgyenmostly civilian staffs
(FEIGENBAUM, 2003).

In virtue of this program, Feigenbaum (2003) ance@ty (2009) argue
that the strategic weapons elite influenced variteehnological endeavors in
China, spreading the institutional system envisibbg Marshal Nie Rongzhen in
the 1950's and 1960's to the rest of R&D activitre€hina. The most important
example of this is the devolution of final decisioraking authority on budgets
and contracts to state-organized task forces diniemns. Technocrats have
power in the sense that they control the direcbbrstate investments through
selecting the winners in the competition for coasaThe fact that technicians not
only advice but really decide is a departure frdra more general post-1949
Chinese model.

Feigenbaum (2003) warns that Chinese sources tendreat this
development as a revolution in national technolaigpolicy. But the integration
of experts into decision making was the backbonthefstrategic weapons R&D
system 20 years before the 863 plan. It was MarklalRongzhen who first
institutionalized the notion of scientists in pai#l and managerial decision
making positions and not merely in technical atiggi

This was a significant development for the ChinBgd system because

it introduced technical criteria to investment aw®s and policy decisions.

7.2.3
Are there any signs of internal balancing during th e Cold War years?

As a result of the conversion process that promttedransformation of
military firms into civilian ones, even though normal defense expenditures
increased from 1986 to 1994, defense expenditui@ @ercentage of total GDP
declined (FEIGENBAUM, 2003, p. 97). Moreover, bytand of the conversion

% Unfortunately, there is no official estimate onmhmuch money is allocated to this system as a
whole (FEIGENBAUM, 2003).
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process, the majority of defense economy systemtpud was composed of
civilian products (CHEUNG, 2009).

Therefore, if the main object of this dissertatenmd the direction of the
Chinese defense sector during the 1980’s and thky & mid-1990's are
contrasted, the first reaction of an observer wdaddo argue decisively that the
country was not balancing at all at that point.sTisi because one cannot ignore
the fact that the Chinese defense sector was shgirdnd internal balancing is
here regarded as an improvement in defense cagmditat raise the balancers
prospects to win a war with the system’s poles. dflogless, the following
consideration needs to be added to the equatian:sthminking process was
necessary in face of the inefficiencies that cherazed the production of defense
products in China, especially of conventional capas. Therefore, in hindsight,
it is possible to say that, in spite of the facttthere was a quantitative decrease
in defense production, the conversion process aiatggromoting a qualitative
leap forward.

Many problems hampered China's progress at thantpainaking
emulation of foreign military capabilities by Chirea hard task, as well as
hampering innovation in the defense sector: exeessiize, production
overcapacity, overstaffing, scattered location wofegorises, lack of cooperation
between defense firms, separation of military amdi@an production, construction
of duplicate projects, and an incoherent enterpsgstem. Innovation and
absorption were also hindered by lack of accesslt@anced foreign technology, a
risk-averse institutional culture and inadequateestiment (CHEUNG, 2009, p.
111).

Therefore, the conversion process was the beginrfiraglong process to
correct those inefficiencies, targeting especidlg issues of excessive size,
production overcapacity, overstaffing and the depeient of duplicate projects.
Nonetheless, these efforts did not improve ChimEtense outputs right away.
Thus, clearly, the immediate result was not theease of China’s prospects to
win a major war. This impedes the characterizatbithe efforts carried out by
China in the 1980’s and early to mid-1990’s asrimé balancing. Nevertheless,
one cannot neglect the fact that the conversionga®was a necessary step to be

taken before balancing could even be thought ayptan.
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7.2.4
The defense sector during the late 1990's and the y ears 2000’s:

internal balancing via emulation?

In the late 1990’s new reforms were attempted deoto improve China’s
defense economy performance. In 1998, the condgpedour mechanismsSge
Jizhi) was adopted. The objective was to promote: 1)pmiition, albeit in a
limited and regulated form; 2) independent evaaratiof the financial,
technological and engineering feasibility of weap@noject; 3) supervision of the
development and production of weapons; 4) encounagé of a motivated
workforce through the promotion of ideological cangms, the improvement of
labor management, financial incentives and perfoceaelated mechanisms
(CHEUNG, 2009, p. 130-132).

To fulfill those objectives, in the late 1990’s atifttoughout the years
2000’s, new institutional reforms took place. In9&9 the military and civilian
components of COSTIND were separated. The milipany was incorporated into
the newly created General Armament Department (GAMLA department, and
the civilian part remained under the title of CONDI The civilianized
COSTIND was responsible for drafting and implemmgptpolicies, regulations,
and laws regarding the defense industry; long-tetrategic planning; foreign
cooperation and acquisitions; regulation of sewsitnilitary technologies export;
educational training of defense S&T personnel; do@tion of weapons projects;
and defense conversion. COSTIND also had contrer dke State Aerospace
Bureau and the State Nuclear Energy Administrafidrase bureaus oversaw the
regulatory management of the space and nucleaorse8AD controlled the
conventional weapons testing grounds, researchtutest, the Lop Nor test
facility, and space launch bases. Its main respditgiwas to look after the needs
of the PLA. And, now, if the GAD judged the natibmadustrial facilities could
not satisfy the PLA needs, equipment and weapounkldme purchased overseas
(CHEUNG, 2009, p. 112-113).

In 2008, a new round of institutional reforms tqalkce. COSTIND was
merged with the Ministry of Information Industriegshe State Council
Informatization Office, portions of the National @#opment and Planning

Commission responsible for trade and industry dwedState Tobacco Monopoly
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Administration. The product of that merge was thenistry of Industry and
Informatization. COSTIND staff was turned into detdinate agency within the
new ministry: the State Administration of Scien¢echnology and Industry for
National Defense (SASTIND).

Those institutional reforms aimed primarily at soty the deficiencies of
China’s defense sector regulation. During the 198®/d early to mid-1990’s, one
of the main problems of the Chinese defense seasrthe lack of regulation and
technical standards that could guide the supervisiaesearch and development
of defense equipment. This situation drasticallarged after the institutional
reforms initiated in the late 1990’s. This can Heserved by the vast list of
regulations promulgated in the late 1990's and 200§ either COSTIND or
GAD (CHEUNG, 2009, p. 133-134):

Table 7 - Regulations promulgated in the late 1998’and 2000’s

Table 4.5. Key laws and regulations on defense technological and weaponry-related issues

Promulgativiy
[hate aof argEmzeiion
Loy Regrilafion Skafees promudgmtion (drafting agencyl
FPRC Mational Defense Law Tier 1 hlarch 1997 Mational People’s
nmatioral law Congress
Provisional Measures on Tier 3 September 1999 COSTIND
Weaponry R0 ancd provisional
Praoducton License IREasuTes
Management
Provisional Regulations on Tier 3 Felbruary 2000 COSTIND
Defense S&T Measurement provisional
and Supervisory IMICASUTES
Management
Prowvisional Regulations on Tier 3 October 2000 COSTIND
Drefernse S&T Industrial provisional
Fined Assel Investonent MEas ures
banagement
Working Procedures on Tier 3 working Monvember 2000 COSTIND

Drefense S&T Industrial procedures
Standards Forpulation :

PLA Regulations on
Weaponry

Tier 2 regulations Drecember 2000 CMC (GAD)

PLA Regulations on Tier 2 regulations  July 2001 CMIC (G5
Command Automation

PLA Regulations on Military Tier 2 regulations . 2001 CMIC (GADY
Scientific Research .

Measures on Defense S&T Tier 3 provisions Jamuary 2002 COSTINDY
Industry Basic Ré&l»
Managernent

Document on Defense S&T Tier 3 working February 2002 COSTIND
Industrial Conversion document
Technology Development

PLA Regulations on Tier 2 regulations  July 2002 ChC (GALD)
Armament Mainbenance

PLA Regulations on Tier 2 regulations  Chetober 2002 CMC {GAL)
Armament Procurement

PLA Rules for Weaponry and Tier 2 regulations  January 2003 ChIC {GALY)
Armament Admdnistration

Measures on Defense Tier 3 provisions Eebruary 2004 COSTIND
Scientific and Technological
Achievements Appraisal
Managerment

COSTIND Prowvisions on Tier 3 provisions February 2004 COSTIMDY

Weaponry RE&D and Pro
duction Standardization
Work
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Tilde 4,5 —cant,

Promulgating

Date of orgirEttion
L/ Riegulation Skifus promulgation {drafting agency)
PLA Regulations on Tier 2 regulations  February 2004 CMC (GAD)
Armaments Besearch o
and Development
Regulations on National Tier 2 regulations  September 2004 State Council
Defense Patents and CMC
(COSTIND &
CMC)
LA Regulations on Tier Z regulations  December 2004 CMC (GAD)
Preliminary Armaments
Research
PLA Regulations on Tier 2 regulations  July 2005 CMC
Science, Technology and Cos
Information Work in
Weaponry and Equipment
PLA Kegulations on Tier 3 provisions  March 2006 CMC (all four
Rewarding Professional LA general
and Technical Personmel departments)

Spurces: Jiao Ciuguang, chief ed., Junshi Zhimnglet Guanll Xie [The Study of Military Armia-
ments Management] (Besjing: Tunshi Kesue Chubanshe (Academy of Military Sciences Press),
03y, 1724910; ]r'aﬁﬂ:l.c(,-ulr Baa, 9 jui)r 2003; COSTINTFs policies and regulations website, hitp://
www.costind_goven; State Council Information Office, Chiima's Nadfoa! Defense ine 2004, hitp:
www.china.org.onfenglish; and State Councll Tnformation Office, China's Natioms! Defeise in 2008,
'|'|tl'Fu:;’,"m_{'hina.o:g.cnfmlishj{_'lﬂ:m_ Tier 1 laws are national-level laws ]mmi I:l].' the MNa-
tinnal People’s Congress. Tier 2 regulations are national-level administrative Gats issued by the
Stabe Counell and for CMC and are tied to national laws. Tier 3 regulations are service-level rules
that are issued by service arms such as the navy, air force, and Second Artillery,

Of course, the mere fact that China promulgatediladigns for the
defense sector does not result immediately in bddfense outputs. Nonetheless,
regulations increase the prospects that Chinesmnsefindustries will be able to
produce state of the art defense equipment. Incedpéhe fact that GAD also
issued regulations means that the end user (thg Raw influences the quality of
defense outputs, since GAD is a military department

In contrast to the mere creation of COSTIND in ##80's, the most
recent institutional reforms had more potentialptomote long-lasting change.
This is because during Deng Xiaoping administratiQOSTIND could not
execute properly the role of regulating the defesesdor, since the leaders of the
main defense industries were also vice-ministelSQSETIND, in a clear conflict
of interests. On the other hand, according to Cog@2009), it is still early to
predict the results of the creation of SASTIND, bl scholar suspects that
COSTIND former staff will continue to be influentia view of the fact that they
have endured many institutional changes beforeatiés In other words, there is a
resilient political dimension to this technical pess. This political dimension is
also felt due to external influences over publistilmtions: if particular industrial
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groups and elites manage to control relevant exgrexps, they can potentially
protect or promote their agenda in a given areand3le specialists commonly
refer to these phenomena degpo fengsuo (“blockade busting”) andhangye bilei

or hangye baohu (industrial or professional self-protection) (FEHSBAUM,
2003, p. 177-178).

Apart from promoting regulatory policies in the ee$e industry,
COSTIND (and now SASTIND) was granted the respalisitof coming up with
a strategic blueprint for the sector. Accordingiy2004, the “Outline of National
Defense Science, Technology and Industry Policys wablished. It highlighted
the need to diversify sources of investment; tosbdibe information technology
levels of defense economy; to accelerate the phcesearch, development and
production of high-technology weapons; to increstgeport for the integration of
military and civilian sectors and the developmehtdaal-use military-civilian
technologies; to place priority on high-technol@gisectors; and to allow a
suitable degree of competition in R&D and produtt{€HEUNG, 2009, p. 115-
116). Those objectives were also highlighted in“ibefense Industry 2006—2020
Medium and Long-Term Science and Technology Devetag Plan” (Defense
MLP), published by COSTIND in 2007. Among the vasoprovisions of the
Defense MLP, it is important to highlight the recoendation that defense
enterprises and research institutes should intdstat 3 percent of their annual
revenues in R&D. Nonetheless, this will be a cmaiag provision to meet since
Chinese large-and medium-sized enterprises cuyrepdnd less than one percent
of their annual revenues on R&D (CHEUNG, 2011I83b).

In order to improve the S&T system in general, @tenese government
tried to provide incentives for the developmentR&D activities by the private
sector. An example of an attempted solution was grenting of loans for
enterprises to set up in-house technical centeaist@riorge links with research
organizations and universities (CHEUNG, 2009).

In an effort to overcome the challenge of incregd®&D investments in
the defense sector in particular, during the 10t Hlth Five-Year Plans (2000—
2010), COSTIND launched an initiative together wikie PLA to expand and
upgrade the defense R&D laboratory system. Thistéethe establishment of
more than 50 defense-oriented laboratories in ihgpoksearch universities and in
COSTIND-affiliated universities (CHEUNG, 2011b, 343335).
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In spite of the fact that the defense industry’stitntional capacity for
innovation has expanded with the establishmenthade research units, its ability
to conduct innovative research cannot be takemyifanted, due to the persistent
lack of operational experience and qualified persbifmom the part of Chinese
defense enterprises. However, since the late 198@sumber of natural science
and engineering (NSE) first degree graduates hgedrin China: from around
250,000 in 1998 to 800,000 in 2006 (in comparisw230,000 NSE graduates in
2006 in the U.S.). In addition, China went from@)3loctorates awarded in 1993
to 21,000 in 2006. In turn, the U.S. awarded 22,806torates in 2006; and 24
percent of those were given to Chinese national=ONG, 2011b, p. 336).

Besides institutional reforms, other kinds of tfan:ations were
attempted in the technology and defense sectoe sieclate 1990’s. According to
Feigenbaum (2003), the Chinese S&T system now epasses different kinds of
planning and funding. There are local developmégmigpand programs aimed at
creating basic infra-structure. This initiativeais attempt to move away from the
monopoly of central government mechanisms of finanpdechnology and to
promote market-based mechanisms like developmemiksbaand research
institutes. On the other hand, there are stillamatily supported R&D programs
such as the 863 (which has been expanded) andatioh Plan (whose aim is to
commercialize technology and spread it to the |tadl).

In addition, to increase efficiency and promote petition in the defense
sector, many defense factories were closed, otlkee granted the opportunity to
refinance their debts and some were allowed tsmak in the local stock market
so that the source of funding would not only be agamental. Official figures
state that the reform has been successful in theesiat it brought profit to the
defense sectdrin addition, in 1999, the five most prominentistawned defense
corporations were each split into two. Each defans@strial sector was then
composed of two conglomerates of enterprises irrotal promote competition
(CHEUNG, 2009, p. 119, p. 128).

Nonetheless, a significant step back from the defesmonomy’s de-
monopolization strategy took place in 2008 when @VYland Il (the two aviation

conglomerates) were consolidated into a singletyentne years after they were

* According to official figures, defense industry piofin 2007 reached RMB 43 billion
(CHEUNG, 2011b, p. 339).
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separated (CHEUNG, 2011b, p. 339). In this respect:

One of the biggest obstacles though to these sffortransform
the defense conglomerates into innovation powegmisstheir
continuing monopolistic dominance of the defensdustry.
Monopolies stifle competition, a core dynamic foralging
innovation, and the return to single-firm monopolaésmajor
sectors is a troubling sigf€CHEUNG, 2011b, p. 340)

Finally, in the late 1990's, the Chinese begarate about the importance
of patent laws and the State Defense Patent Ageasyestablished to encourage
the defense industry to apply for patents. In 2008 defense industry filed nearly
11,000 patent applications, compared to just 3lde@ade earlier (CHEUNG,
2011b, p. 349).

Therefore, the provisions undertook by China’s arities in the late
1990’s and 2000's in what regards its S&T systend a&specially the re-
organization of its defense economy adoption dnestasign of internal balancing
by means of emulation. The Chinese departed frensthviet model of managing
technology and R&D and tried to adopt western smhgst such as the promotion
of competition, the creation of regulatory agencimsd the protection of
intellectual property rights. In addition, more @lys traces of emulation from the
U.S. can be highlighted during this period of tinkntil the late 1990's, the
integration of civilian and military industries @hina meant simply that military
industries were encouraged to engage in civilidiviies. The only exception to
that was Program 863. Nevertheless, according eudn (2009):

Chinese researches began to analyze initiativesrtaie@n by
the United States during the 1990's to promotaléwelopment

of dual-use technologies and processes such agetifsology
Reinvestment Project (TRP) and the Dual-Use Apptica
Program (DUAP). Discussions of the U.S. efforts a&redgo
appear in Chinese technology journals sucbuasin Liangyon

Kegii Yu Chanpin (Dual-Use Technology and Products),
Junzhuanmin (Defense Conversion), ardiangtian Gongye Yu
Guanli (Aerospace Industry and Management) in the mid-
1990's,although this attention picked up noticeably toward
the end of the 1990's Chinese defense policymakers and
analysts have learned useful lessons from the pr&rams
that have informed their own policy debates. Thaskide the
need to reform the procurement system to enablee mor
flexibility in the acquisition of commercially avable goods,
the strengthening of standardization levels, arel ghadual
opening up of the military technology market toowall the
participation of civilian firms (p. 181, emphasdad).
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According to Cheung (2009), the American civil-taly integration
model has inspired the Chinese:

[Chinese] Analysts argue that the close relatignbleitween the
U.S. Defense Department and the American researielensity

apparatus offers a successful model for China tolaen They
point out that the Pentagon and leading univessiiech as the
Massachusetts Institute of Technology and Stanfbriyersity

have benefited enormously through cooperative &ssme that

stretch back to the Second World War. This has dtklm

convince military and defense industrial authositte step up
the development of cooperative ties with the cotsittop tier

of research universities. But while the synergies the

development of ties between the Chinese defenssestiydand

the civilian university system are considerabldedse industry
decision makers may be hesitant to devote sigmifibands to

carry out this task because they are already cdeunito

building up the research, development and traicgabilities

of their own base of universities and research ecésbk

(CHEUNG, 2009, p. 208-209).

During the Cold War, the US military-industrial cphex rivaled the
civilian economy in importance and sophisticati®&D focus was on serving
military needs and there was not much integratietwben the military and the
civilian sector. The Pentagon managed the miligrstem, being the industry's
regulator, banker and buyer. There was no intdrest the Pentagon in spin-on
or dual use technology. This situation changechan 1990's when the Pentagon
established a number of policies to promote dualteshnology projects. In this
respect:

The U.S. experience has been instructive for Chirdefense
industrial policymakers who share similar predicataesuch as
the rigid segregation of the civilian and militaggctors and the
overreaching presence of the government bureaucGiipese
analysts have picked up important lessons fromystgdthe
U.S. process about how to tackle the obstaclesviionailitary
integration. One of the most important insightghe need to
overhaul the acquisition and military specificasosystems to
allow greater participation by civilian firms. Ortd the first
areas that COSTIND has addressed in establishirg th
regulatory framework for the Yujun Yumisystem is the
reform of the acquisition regime (CHEUNG, 2009, p. 230,
emphasis added).

Nonetheless, the results of China’'s new provisiams civil-military
integration are not a complete copy of the Ameriway. The new policies to deal

with dual-use technology that were established hm& aimed at: 1) combining


DBD
PUC-Rio - Certificação Digital Nº 0912324/CB

DBD
PUC-Rio - Certificação Digital Nº 0912324/CA


PUC-RIo - Certificacdo Digital N° 0912324/CA

190

civil and military needs (through the promotionspin-on and spin-off); locating

military potential in civilian capabilities (by mes of establishing a civilian

apparatus that has the technological and industaiphbilities to meet the needs
of the military and defense economy); vigorouslpmoting coordination and

cooperation (upholding the close cooperation betwagreaucracies that led to
the successful accomplishment of the country's eauicimissile and satellite

programs); conducting independent innovation (thiee self-reliance in the

production of military equipment, greater emphasi® be placed in the training
of scientists and engineers, strengthening the Rfparatus and developing a
patent system (CHEUNG, 2009, p. 182-183).

It is important to highlight that the Chinese capicthat is closer to the
Western idea of spin-on (the transference or atlaptaf civilian technology for
military application) isYujun Yumin. This principle encourages the identification
and exploitation of the inherent military attribsitef the civilian economy and
society, including the mobilization of civilian a&ts for military application in the
event of a war. Thus, although comparable to the-@p concept, therujun
Yumin conceptis much broadér

In conclusion, the behavior of emulation can baridied in the sense that
the American model of integrating civil and milyaresearch and development
has inspired the most recent Chinese solutions.eMar, the Chinese have
explicitly adopted western notions of efficiencywasting in the promotion of
competition in the defense sector, creating reguyaagencies and protecting
intellectual property rights. Nevertheless, thautissof those activities in terms of
the structures and mechanisms created are notlexadaithful copy of their

American counterparts.
7.2.5
The prospects for Chinese internal balancing in the near future: from

emulation to innovation?

The Chinese approach to innovation is guided bgireciple named by the

® The main tool to operationalize Yujun Yumin is @3 Program, which is still in place. The
program attempts to promote joint R&D activitiesvaeen the civilian and military sector. A main
achievement of this program is the developmentecbnnaissance satellites which are dual-use
(CHEUNG, 2009, p. 194).
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Chinese authorities &zhu Chuangxin. This principle sets indigenous innovation
as an objective, which is thought to be achievedudh the assimilation of

domestic and foreign technologies that are imprayeoh in China so that they
become original (CHEUNG, 2011b, p. 326-327).

In order to gain access to foreign technology,fttlewing activities take
place: the invitation of international consultartts China; the purchase of
complete systems off-the-shelf (especially from $tajsand of subsystems and
components for nationally produced equipment; tbqussition of licenses to
nationally assembly and produce complete systene; jtint design and
development of products; espionage; and creatiaptation of Russian weapons
platforms, which is often made illegally (CHEUNG®Y.

Evaluating China’s S&T system and its innovatiopaty, Feigenbaum
(2003) points out that this country remains conmeuditto “planned innovation”
and that state led technological development falscreate innovation to the
extent expected. In addition, the commitment to aganinnovation through
bureaucratic procedures is becoming self-limitingd anay not serve China
nowadays. To illustrate his point, the author nagdhe telecommunications field
experience. The attempt to promote contact betweeriders of this service
ended up in the misuse of the system by one ofptbeiders (the Ministry of
Posts and Telecommunications, MPT). In spite ohdpeine of the competitors,
the MPT was granted regulator's powers. Later ba,MPT was merged with
another ministry (Ministry of Electronics Industrydprming the Ministry of
Information Industry (MIl), but the MIl was domiret by the old MPT elite.
Therefore, although new firms were allowed to etttersector, this development
did not promote collaboration among government tines, neither healthy
competition between the providers. Each firm angegoment branch tried to
mobilize its political connections to guarantee stare of the sector's activities
and profits. Moreover, the chief engineer, that laatbt of power over which
projects and firms were authorized to work, chosegeneral the firms and
projects connected to the old MPT (FEIGENBAUM, 2D03

® Nonetheless, the participation of foreigners ia tlefense sector is not an easy task. In May
2005, COSTIND granted formal permission for thestfitime to non-state and foreign-funded
enterprises to participate in the development armtiyrtion of military equipment. However,
these firms were allowed to participate in consatitat involved subsystem and auxiliary
products. System-integration, final assembly andkwen advanced weapons systems and high
technology are available only to state-owned def@mgerprises (CHEUNG, 2009).
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Similarly, Cheung argues that the establishmertvofconglomerates for
each defense industrial sector only promoted maelexrampetition. In fact, the
enterprises were designed to be complementary, etitiop being a long term
aspiration. This is due to the fact that one emiggpvas meant to concentrate on
military activities while the other would focus aivilian endeavors. However, as
mentioned above, some of these conglomerates waey Imerged again
(CHEUNG, 2009, p. 122).

Furthermore, China remains committed to technonatism
(FEIGENBAUM, 2003; BITZINGER, 2011). The technormatalist process of
technology production goes through three stageligeémization, diffusion, and
nurturing. Indigenization is the actual acquisitiohforeign technology and its
incorporation domestically. Afterwards, the acqdiréechnology is spread
throughout the national technology base, and imgataypon in face of indigenous
R&D so that the end result is something new andvative (BITZINGER, 2011).

Feigenbaum (2003) argues convincingly that techtimmalism is a source
of policy confusion. Although the nationalist airhself-reliance is not exactly the
same as absolute autarky (meaning instead thataGiould acquire technology
from abroad while planning for a future free fromteznal dependence), this
scholar points out that this policy is inherentbntradictory since it demands that
China integrates farther into international mantifang, finance and commerce
in order to gain access to the technologies it séekndigenize. Indigenization
remains the ultimate goal of economic integratiathioreign partners, but, as a
result, the Chinese end up mainly building systehe others already have.
Nonetheless, Chinese authorities argue that th@nismportant step to move
China’s technology production forward (FEIGENBAURDOS3, p. 201).

Bitzinger (2011) regards this preference for emotat as
counterproductive. According to him, armaments pobidn in the region is often
characterized by the implementation of what hescglrestige projects” which
cost more than systems found on the internatiorrak anarket and yet do not
deliver more in terms of capabilities (p. 445). Shecholar also argues that
balancing the demand for self-reliance in arms pctadn with the growing
technological requirements of next-generation weapsystems, especially of
network-centric warfare, is a hard task. This aminis based on the fact that arms

industries worldwide have generally accepted thedrfer “globalization” in the
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sense that they participate in a global supplyrchizat supports the development,
manufacture, and marketing of weaponry (BITZINGREBR11, p. 426).

Bitzinger (2011) evaluates that armaments prodnatiothe Asia-Pacific
region comes in third place (after the United Stated Western Europe) in terms
of technology innovation. The armed forces in tlegion are still heavily
platform-centric, as opposed to network-centric. sSMoveapons are still
“industrial-age”, such as tanks, artillery piecesiface combatants, and combat
aircraft. However, local defense industrial bases @eficient in what regards
network-centric equipment like radars and othersees) seekers, and electronic
warfare systems (p. 444).

Chinese experts recognize the gap between the RidAother modern
militaries and the gap between PLA’s capabilitiesd aits operational
requirements. This has been referred to by Chimpeg®ications as the “Two
Incompatibles”. To solve this problem, the modeatian efforts since the 1990s
have focused on “mechanization and informationizéti Mechanization implies
having machines to perform the labor that men tgetb and improving mobility
(providing armored personnel carriers for the itfanand replacing towed
artillery with self-propelled artillery, for instar). On the other hand,
informationization refers to the development of newethods of electronic
warfare, cyberwar, and information war, as welt@the improvement of current
weapons with advanced electronics and computers thadintroduction of
technologically advanced weapons and equipment umds. In addition,
informationization is often linked to the aim ofus@ting and training the troops
so that they can employ new weapons and equiprB&AtIKO, 2011).

Evaluating the results of those efforts, Blaskol@QCargues that:

Although modernization has been underway for mbemn t30
years, only in the past decade or so has the Plcaived
militarily significant numbers of many new weap and
equipment in all services. Because of the g the force
and the relatively limited funding available pl&cing old
equipment with new higher-technology gear has beestow
process, and the amount of new technology in theefetill is
relatively low (especially if compared to US forge®n the
positive side, the Chinese electronic industry besn able to
supply the force with domestically produced compmuitend
electronics to a degree unimagined 15 years adg8v§).

Thus, in what regards China’s prospect for inn@rgtiBlasko (2011)
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claims that:

(...) Chinese strategists are putting more efforto int
incorporating existing advanced technologies i@ force to
fight Local Wars than they are into conjuring iddéas new
weapons to fight in ways that have never been prawen
contemporary battlefields. The PLA increasinglyasused on
learning to operate, employ, maintain, and susteradvanced
weapons and equipment it has now and is gradugHgducing
into the forces. Though they have made importaagnass in
the past decade, Chinese military leaders are awhrthe
obstacles and challenges that remain ahead inrtheHalf of
their long-term modernization process (p. 380).

Therefore, in what concerns the results of stabgnams directed towards
the improvement of the Chinese innovation systenganeral and the defense
sector in particular, the reforms were not compyeticcessful in increasing
competition among defense industries and could amainge the fact that the
central state is still the main investor in teclomgyl In other words, the results of
the emulation behavior did not meet exactly autles’i expectations. However,
the preference for the emulation behavior is euvid&he target of emulation is
variable, though. Institutional solutions were ime@ in Western (and especially
American institutions), as was shown in the lastisa. However, due to Western
weapons embargo to China, the technologies emutat®@ mainly from Russia.

In what regards the prospects for innovation, aéteconference that
aimed to assess the relationship of China’s defees®or with technology and
innovation, Cheung’s (2011a) diagnosis was optimistonsidering impressive
the results achieved by this country in terms chit®logical outputs since the
beginning of the major sector reforms in the [a80s. This understanding is
based on hard performance indicators such as tloecase in: defense
corporations’ profitability, the number of patentssued, research and
development outputs, and educational standardz9).

Taking into consideration those results, Cheundl12) evaluates that
China’s defense economy is making substantial psggrin building up its

innovation capabilities. Nonetheless, he believet major forms of innovation

" In July 2010, the University of California’s Instie on Global Conflict and Cooperation (IGCC)
promoted a conference under the title of “Chinalfdhse and Dual-Use Science, Technology,
and Industrial Base”. The conference was one ofatttevities of a more comprehensive project
funded by the US Defense Department on the relstiipnof technology and National Security in
China. The papers presented at this conference lakmepublished as an issue of tBategic
Studies Journal
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that would lead to breakthroughs are likely to bgdnd China’s reach for another
five to ten years (p. 295).

Similarly, Pollpeter (2011) exemplifies China’s adies analyzing the
ambitious program of technological innovation andl-emilitary integration in
this country’s space industry. This program aimgatsforming China Aerospace
Science and Technology Corporation (CASC) into arldvolass aerospace
corporation. Since the year 2000, China has exphitdespaceflight program,
launched its first lunar orbiter and an increasimgmber of satellites. In
Pollpeter’s words: “Because of these efforts, Cmaa ranks as a major power in
the most risky of high technology areas” ( p. 407).

It is controversial whether China’s outputs in spadechnology are a
source of emulation or are either derived from @lrown innovation potential.
Chinese authorities admit to have benefited fromir threlationship with
foreigners. External assistance, from Russia irtiquéar, was evident during
China’s development of its space capsule, Shenzbdbe point that the Chinese
were accused of copying the Russian Soyuz-TM spapsule. Chinese sources
acknowledge that Russia provided assistance, geadlicomplete spacecraft life
support system, for instance. However, the samecesiclaim that 90 percent of
the Shenzhou capsule was designed and built bye€hiaxperts (POLLPETER,
2011, p. 408).

China is also making progress in the developmera global navigation
satellite service equivalent to the US global posihg system (GPS) which is
known as Beidou. The first version of Beidou usefledent technology as
compared to the American GPS, but the second veb&oefitted from the import
of components from Switzerland which experts b&iexere submitted to reverse-
engineering and copied by China. Therefore, Charzelieved to purchase foreign
subsystems and components and then improve and #ddap (POLLPETER,
2011).

Nevertheless, Pollpeter (2011) also acknowledgaisritany challenges in
China’s space program remain. First, CASC is a gowent entity and, as such,
in contrast to aerospace large corporations su@oasg, Lockheed Martin, and
European Aeronautic Defence and Space (EADS),nbisproperly organized to
make profits, develop innovative products and redpmnclient needs. On the

other hand, China’s space system products stil aghind in technology when
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compared to the American counterparts. Beidou pndyides 10-meter accuracy
in comparison to the several meters of accuracyiged by GPS (POLLPETER,
2011).

Also evaluating the Chinese innovation system, tdits and Keeley
(2007) list a number of strengths and weaknesse®ng the strengths, they first
guote the improvement in mobilizing resources, ilegdo the increase in the
share of GDP devoted to R&€DSecond, the scholars mention people power:
China has the world’s largest scientific workfombee to the rise in graduation
numbers in science, medicine and engineering. lmatwiomes to scientific
publications, in 2007 China produced 6.5 per ceinthe world’s scientific
papers. Moreover, it should be noted that China has &quéar strength in fields
such as material science and nanoscience. Thiedgdlernment recognizes the
importance of innovation by domestic firms, and ooencialization of academic
research as key priorities and is trying to pronaggelopments in those areas.
Fourth, China is attracting multinational R&D, stnsome of the world’s most
innovative companies are choosing this country dodact high-value, global-
facing research. Fifth, Chinese nationals who gagslin places such as the US,
Japan and Europe are being successfully attragt€tiha, occupying top posts in
universities, institutes and foreign R&D labs. Hipaeven though there is room
for improvement, property rights laws are bettefiossed nowadays in China; this
stimulates innovation in the sense that potentinbvators have better prospects

for receiving profit for their inventions.

® The PLA's equipment budget has risen from US$3llioh in 1997 to an estimated US$26
billion in 2010; and, of this amount, approximaté&l$4 billion to US$6 billion is dedicated to
defense R&D. Nevertheless, China’s investment fert® R&D still lags behind in comparison to
the US$78 billion spent by the U.S. on defense R&Ehe 2010 Fiscal Year. In addition, much of
the so-called defense R&D in the Asia-Pacific isidmly applied research which aim at
developing and prototyping weapons systems, rath&n engaging in truly innovative basic
research (BITZINGER, 2011).

° Evolution in countries’ percentage of world’s

publication:
China  France Germany  Japan  Korea UK us EU-15
1995 2.05 6.09 762 8.65 0.79 8.88 33.54 34.36
1998 2.90 6.48 8.82 9.42 1.4 9.08 31.63 36.85
2001 4.30 6.33 8.68 9.52 2.01 8.90 31.01 36.55
2004 6.52 5.84 8.14 8.84 2.10 8.33 30.48 3518

(Source: WILSDON; KEELEY, 2007, p. 16).
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On the other hand, Wilsdon and Keely (2007) ackedgé that the
Chinese innovation system has still many weaknegs®sinstance, although the
number of science and engineering graduates is thghe is a wide variation in
quality within the system, since only the top 50ir@se universities are truly
world class. In addition, there are huge regionapatities. In other words,
Chinese capabilities for science and innovationdastibuted unevenly across the
country. This may result in conflict, hampering Bomic improvements in the
future. Furthermore, although the number of Chinaglications has increased
dramatically, they are not cited to the same legetheir American counterparts.
Also, the quality and originality of the works istrgrowing in the same pace as
the quantity of the publications. As a side effgicthe government’s pressure over
academics, China has experienced problems withigoisgn and research
misconduct. Connected to this is the general doeadf the Chinese education
system, which is still based on a lot of rote laagn failing to encourage
individual creativity. Innovation is also hampeieygthe fact that in state-owned
enterprises the bosses are still chosen by thg Riadt the criteria for their choice
is not always technical. Finally, Chinese comparsgh invest little in R&D
(WILSDON; KEELEY, 2007).

7.3

Conclusion

The theoretical model developed in this dissemafjwoposes that the
internal balancing process involves the behavidrmsffesetting, emulation and/or
innovation. Those behaviors might happen separatelyin some sort of
conjunction. This chapter tried to evaluate thespnee of these behaviors in what
comes to China’s technology research and developrireparticular, the chapter
investigated the close relationship between Chima‘®vation system and its
defense industry. The main objective was to deteenmwhether this country is
preparing itself to balance the U.S. by means obwating in the military realm.
The focus on the future potential for innovatiosuiéed from chapters five and
six main findings: if internal balancing is happapiat all, it is mostly taking the

form or off-setting and emulation. Therefore, itsnmportant to evaluate China’s
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defense industry structures in order to verifynhavation is a tendency or if
emulation and off-setting persist.

Accordingly, this chapter showed that China’s ielahip with
technology went through many reforms since Mao ZAgto administration. In
especial, throughout the years, different undedsteys regarding the defense
sector potential to help economic growth in thertoucould be observed. Most
recently, there have been initiatives to promotd-anilitary integration that were
inspired in the American model. Nonetheless, altimoil is possible to say that
the emulation behavior is present in the reformsated in the late 1990’s,
potentially characterizing China’s pursuit of imtal balancing by means of
emulation, the results of those efforts cannotdgarded as an exact copy of the
American system. The Chinese tend to put emphastbe use of civilian assets
in case of war, an emphasis which is definitelypresent in the US civil-military
integration planning. In addition, China’s attempigpromote competition in the
defense sector have suffered drawbacks represbytdte fusion of some of the
firms that were previously separated.

By itself, the fact that the product of emulatiemiot an exact copy of the
target of emulation does not impede the charaetoiz of a behavior as part of
an internal balance process. A copy is almost negeal to its original. However,
it is important that the differences are not sushaaturn the result of emulation
inefficient. In the case of China, the emulation/foherican defense economy
institutions did not result in an exact copy, bu#fiditely originated a more
capable defense industry with better regulatiomcstires. The fact that the
American defense industry structures still insghie Chinese reforms in those
sectors is a sign of the maintenance of emulation.

On the other hand, the chapter showed that theects for future internal
balancing through innovation are somewhat confusiddthough great
improvements in the Chinese innovation system ayklighted by experts, they
also seem to acknowledge many weaknesses in thensy$herefore, China’s
future capacity of innovating in the defense sed&pends on the maintenance of
its strengths and the overcoming of weaknesses asctie resilient focus on

state-led innovation.
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Concluding remarks

This dissertation attempted to build a theoretioabdel of internal
balancing that could be contrasted to China’s esoa@and military behavior
after the end of the Cold War. Therefore, the aoiesibn of this model was
herein regarded as important as the empiricalitesif. This was due to the fact
that the literature review carried out in the seta@hapter of this dissertation
revealed a theoretical lacuna in what concernedi¢velopment of the concept of
internal balancing. The majority of scholars whe leorked on the balance of
power topic focused on the external balancing phemmn. Moreover, the few
scholars that have actually studied internal batmnovere concerned with
explaining its occurrence, rather than comprehehgidescribing the behavior
itself.

Consequently, to accomplish the task of verifyih@hina is internally
balancing the U.S. and if this behavior is alreatlyanging the -current
international system, the third chapter of thisditation attempted to characterize
the internal balancing phenomenon.

In this respect, a note of caution is in ordethds been argued here that
internal balancing can take two forms: regional ayhobal. Regional internal
balancing happens between the most important sitatesegion. In the case of
China, regional balancing could happen againstalnfdir instance. Nonetheless,
the kind of balancing that is the object of thissdirtation is global internal
balancing, which refers to internal balancing bédwsvcarried out against the
global international system’s pole(s). Thereforeatwdifferentiates regional from
global internal balancing is the fact that theda@nables the balancer to deal with
the military capabilities of the global pole(s) amdt only with regional
opponents’ power.

Therefore, to verify if global internal balancirgyhappening in the global
international system inaugurated with the end ef @old War, this dissertation
assumed that the U.S. is the only global pole neysdand investigated the
results of China’s efforts in comparison to the Awwen capabilities. The U.S. is

considered a global pole in the sense that itasotily state that can deploy forces
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to any region of the globe, potentially influenciotper state’s decision whenever
it chooses to interfere. In addition, it is the yostate that has high chances of
winning major conflicts even outside its region. Bwajor conflicts this
dissertation means conflicts between poles or betwmles and pole candidates,
involving interests as important as state survival

Associated with this is the fact that in a unipofdgernational system there
are no other poles at the disposal of an eventak@nber’'s candidate to form
military alliances. Thus, external balancing seemsbhe a much harder task,
leaving global internal balancing as an attractigéon.

At this point, a second note of caution is alsoider. To qualify a group
of actions as global internal balancing, it was m&rein considered as a
requirement that the intention to balance, by thet pf policy makers, was
present. The criteria established in this dissertato characterize actions as
internal balancing were related to the resultshoké actionsinternal balancing
actions are those that raise the balancer’'s chanokwictory in case a war
against the global international system’s pole(sppens.Accordingly, global
internal balancing is herein considered as a pialesburce of international
systemic change. This is due to the fact that,udcessful, it results in the
emergence of another global pole, in the sensethieabalancer acquires enough
capabilities to be able to win a major war agaihstother pole(s) in the system.

Bearing that in mind, global internal balancing vii@sein considered as a
process that comprises different dynamics or corapt On the one hand, the
process necessarily comprehends behaviors undertakehe balancer in the
economic and political/domestic realm. This ecormand domestic component
enables the beginning of the military phase ofrimde balancing, as well as the
maintenance of this military phase. It comprehahdsemulation by the balancer
candidate of the mechanisms and institutions respten for the economic
prosperity of the current pole(s). This componessutts in the increase in

macroeconomic figures such as GDP and productiwitlyich are developed

! Therefore, | am not saying that a pole can win amy no matter what. If that was the
requirement to qualify a pole, the American expaéein Vietham during the Cold War and the
current (and endless) “war against terrorism” wonddtessarily lead us to consider that the U.S.
was never a pole. What qualifies a global polehis fact that it has enough capabilities to
potentially win wars in which a particular majortioaal interest is in dispute: the state’s survival
or its position in the system.
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further as a consequence of major economic innoavatby the balancer that take
place later in the process. This domestic componaisb involves the
improvement of the balancer’s political capacihattis, the central government’s
ability to extract resources from the booming ecoynan order to invest in public
goods.

On the other hand, there is necessarily a militgnyamic in the internal
balancing process, which immediately increases lth&ancer's chances of
winning a war against the current pole(s). This biscause the balancer
concentrates its efforts on acquiring capabilittest either off-set or emulate the
military assets of the current pole(s) in the syst®©r it can come up with
innovations designed to deal with the military daifides possessed by the
pole(s).

After reviewing the theoretical model producedhe first chapters of this
dissertation, it is time to summarize the resuftshe empirical test. The fourth
chapter of this dissertation narrated China’s aaneents in the economic and
political/domestic realm: the first dynamic/compohef the internal balancing
process. It was argued that China has been distantself from the Soviet
economic model, adopting some of the institutidrest wvere responsible for the
American economic dynamism. In this respect, espargue thatnstitutional
changes in the economic realm in general and in the stateed enterprise
system in particular were the most important die¥egrowth since the reforms
began (WEI; ZHIZHOU, 2007). A particularly importadevelopment was the
abandonment of the socialist mono-banking systethtl@ adoption of a central
banking system that resembles the western one. tNeless, as was shown,
although the behavior of emulation seems to beepteghe results of the Chinese
economic reforms are not an exact copy of the Araercapitalist institutions. To
illustrate that point, the aforementioned bankiggtem is still biased towards the
public sector in the sense that great part of tleelicis given to state-owned
enterprises. In addition, the adoption of capitalstitutions was not exactly a
continuous process. As was discussed in that ahegame experts argue that, in
the 1980's, there could be identified strong sighgrivate entrepreneurship in the
rural areas. This was forbidden in the 1990’s, whepman state-led capitalism

gained the upper-hand.
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In addition, the fourth chapter also discussed rtteny tax and fiscal
reforms undertaken in China. Those reforms incibdbe central government
political capacity in the sense that they conceetrdhe revenues from taxes. In
2010, total government revenue reached 22% of Ghi@DP (LIN, 2011).
Surely, this move increased China’s political cayainn the sense that it raised
the revenues at the disposal of the central goventrto fulfill public tasks.
However, the tax and fiscal system is consideraddtl by many experts due to
the fact that it concentrates revenue collectiart, dpending responsibilities are
widely attributed to local governments. This maysminefficiencies in spending
since there are public services which could beebettanaged if provided equally
to the whole country by the central governmentadidlition, transferences from
the central government to local government arerokd by transparent laws,
leaving a lot of room for negotiation and corruptio money distribution.

Despite the fact that the economic and politicatidetic reforms reached
mixed results in terms of efficiency, it is unddsi@that those reforms enabled
China to at least begin the military componentha internal balancing process.
Nevertheless, one cannot neglect that the maintenan time of this military
dynamic is conditioned upon the continuity of Chsnaconomic prosperity and
political capacity. In turn, economic prosperitydapolitical capacity continuity
depend on the adjustment of some of the inefficeandiscussed in the fourth
chapter.

Therefore, it is feasible to investigate whethenn@hhas initiated the
military dynamic of the internal balancing processnce the economic and
political results achieved throughout the 1990’d 2600’s potentially enable the
launch of such military efforts. However, it is ionpant to bear in mind that the
maintenance and success of the military componérihe internal balancing
process depend also on the maintenance and suotet®e economic and
domestic component. In other words, both dynama&seho happen at the same
time at later stages of the internal balancing @ssc

In what regards the military component of the in&grbalancing process,
the fifth and sixth chapters of this dissertatiomestigated the results of China’s
military modernization efforts, examining if thegdeup increasing China’s ability
to deal with two of the most important capabilitesthe disposal of the U.S. in

case a war against a distant power took placeuittear arsenal and its seapower.
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The choice of those capabilities was influencedhsyfirst chapters’ theoretical
assumption that the military component of the glatirnal balancing process is
characterized by efforts that raise the balancancks of actually winning a war
against the system'’s pole(s).

In what comes to China’s nuclear modernization, ftith chapter
reviewed the history of China’s nuclear prograntsiitis inception up to the years
2000’s. Traces of behaviors that resembled inteb@ééncing were identified
during the Cold War. At that point, Chinese offeejt emulation and innovation
happened in relation to both the Soviet and the Wgae nuclear programs.
Chinese authorities' justified the acquisition atlear weapons stressing the goal
to contain “American imperialism” and avoid “nuctelalackmail” by the U.S.
Accordingly, the Chinese acquisition of nuclear p@as could be explained as an
attempt to offset American nuclear capabilitiesr Hoat purpose, the model
initially emulated was the Soviet one.

Nonetheless, as the Soviets dropped their assestanChina in the early
1960's, China had to innovate in order to achibeeobjective of building its own
nuclear arsenal. In particular, there was innowvatio what concerned the
organizational structure developed by the Chinesednage nuclear research and
production. In addition, Chinese technicians regulgt used open knowledge
about American SSBN program when developing theiclear arsenal. After
analyzing memoirs and technical articles writtenGlynese experts involved in
the construction of China’s SSBN, Lewis and Litl94) argue that solutions to
the many problems faced by the experts were redapéthe close reading of the
increasing number of publications on the Americalafs program” (p. 53).

The emulation of both the Soviet and the Americanlear programs is
explained by the fact that the system was bipofal, @onsequently, there were
two models of “nuclear nest practices”. In additioff-setting of both countries
capabilities by the development of missiles thatldaeach both territories was
necessary since both countries could possibly hea®hopponent in a nuclear
war.

Nonetheless, although China seemed to behave amswés internally
balancing the superpowers during the Cold War, &imactions do not
completely meet the requirements established is thgsertation to qualify a

group of actions as internal balancing. This isabse the result of those
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behaviors did not increase China’s chances to wincear war against either of
the poles. This is because both of them were capdhilestroying China’s arsenal
in a first attack. In other words, China did notjaice second strike capabilities.
Without those, one could not speak of a possiblm&3e victory once a nuclear
war has begun.

In contrast, more recently, China has been invgsimthe survivability of
its nuclear arsenal, trying to guarantee the pegse®f second strike capabilities.
As a result, although China has increased the nuofdeng range missiles at its
disposal (it is estimated that this country weptrir2 missiles that can reach the
continental U.S to at least 40 in 2011), the fobas been on the quality of its
arsenal and not on quantity. China has improvedstheivability of its nuclear
weapons substituting liquid-fuel missiles by sdliél ones. The latter can be
stored already charged and this diminishes the agmanthat the launch
preparations are detected by an opponent. In add#blid-fuel missiles are better
in what regards mobility. Due to these latest ¢ééfosome experts believe that
China has acquired second strike capabilitiesherfirst time since the beginning
of its nuclear program.

Nonetheless, it was also argued in the fifth chraptehis dissertation that
the acquisition of second strike capabilities caly e seen as a first stage of the
internal balancing process. This is because Cheee®nd strike capabilities are
important in deterring the use of nuclear weapoypghe U.S. in case a war
between these two countries happens. Therefoceultl be said that the chances
of victory are increased since the nuclear opti@s bbecome much harder.
However, if the nuclear threshold is crossed andi@dear war effectively begins,
China’s current nuclear arsenals are only enougltatosage some of the American
cities, but not to win a nuclear war against th&.Un other words, internal
balancing in the nuclear realm is not in an advdrstage.

The sixth chapter discussed China’s efforts to owprits ability to fight at
sea. In particular, the chapter highlighted the enoization of China’s submarines
and of the missiles that could be used as weapomaswar against the U.S. In
spite of China’s new focus on seapower and therpesgs already made, the
Chinese fleet was found to be quantitatively irdeto the American one. China
has a great number of conventional submarines |dokts aircraft carriers and

nuclear submarines. Furthermore, qualitative flamsch as the Navy’'s
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inexperience and difficulty in fighting networkedavs were also highlighted.

Therefore, at first sight, the results of Chindf®is did not seem enough to raise
its prospects of winning a war against the U.SsTikibecause the capabilities
actually acquired are still much inferior, quarttitaly and qualitatively, to the

American ones.

Nonetheless, it was also argued that navies shmtléée compared solely
in what comes to their different capabilities. Brint navies need to perform
different missions. Accordingly, the capabilitiéw tAmericans must have to fight
a war against China might be different from theadalties the Chinese need. In
other words, to verify if China is internally batang the U.S., the results of
China’s efforts need to be judged in relation & kind of wars the Chinese navies
would possibly fight.

Consequently, analysts argue that there is a pbigsithat the Chinese
armed forces face American seapower in a war owewah. Therefore, the
chapter evaluated China’s capabilities and stratdgnking to fight such a war.
As was shown, nowadays, ASBMs, attack submarined, smipporting C4ISR
systems are viewed as key elements of China’s engeanti-access force and
strategy (O'ROURKE, 2012, p. 4). In order to exedtg sea-denial strategy, the
Chinese acquired capabilities to effectively perfaurveillance of the near seas.
Surveillance is of paramount importance in findthg targets at sea, so that the
launching of anti-ship missiles and of land-basectraft, as well as the
deployment of submarines can happen. Experts dreenin that China’s efforts
are enough for China to win a war against the 0v@r Taiwan. In particular, the
low range of its aircraft and the still not so higiimber of submarines are among
the reasons for that uncertainty. However, China bartainly increased its
chances of winning a war against the U.S. over daidue to the development of
its anti-access strategy. Therefore, one can satythere are signs of internal
balancing at sea.

Nonetheless, taking in consideration that Chinaddp on exports of vital
products such as oil and that this oil comes thinatgysea-lines of communication
(SLOC), the ability to protect those is essent@l €hina to win a war against
American naval capabilities. Being able to delag.laccess to a potential conflict
over the Taiwan issue is not enough to off-set h&wer advantages in the

region. China must also ensure its own accesset&tuth China Sea, the Indian
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Ocean. To protect its SLOC, amphibious and reptenent capabilities are
required. However, there is consensus among spsiaboth that those
capabilities are needed if China wants to projemivgr, as well as that this
country is not there yet. Therefore, China’s bebiaid only consistent with a very
early stage of the internal balancing process.

Finally, chapter seven attempted to evaluate Céinhances of carrying
out internal balancing through innovation in théufe. For that purpose, China’s
current approach to technology promotion needdaetevaluated. Therefore, the
chapter made a review of China’s relation with textbgy since the Cold War,
especially paying attention at the defense industy its close relation to China
broader innovation system.

It was highlighted that during the 1980’s and thdyeto mid-1990’s, there
was a major reversal in China’s approach to tedygwlinstead of investing in
military technology in the hope that possible raitit progresses would spin off to
other sectors of the economy, China’s policies wemv based on the
understanding that the military would be the one benefit from civilian
technological advances. In addition, a conversiolicy took place at that point:
due to this policy, military firms were encourag®dproduce civilian products.
However, although the Chinese defense sector stammkresult of that policy, it
paved the way for a qualitative leap forward, anmegdome of the inefficiencies
that characterized the production of defense prisdut China, especially of
conventional capabilities.

Nonetheless, conversion efforts did not improven@isi defense outputs
right away. Thus, if the immediate result was met increase of China’s prospects
to win a major war, the China’s behavior in theeteste industry from 1980 to the
mid-1990’'s cannot be qualified as part of an irdérmalancing process.
Nevertheless, the conversion process was a negessarbefore balancing could
be considered a possibility.

More recently, China has promoted significant neferin its defense
industry. In especial, it has attempted to createl atrengthen regulatory
structures, in a movement that could be seen asnaltbalancing via emulation
of American practices. Nonetheless, the producerotilation was not an exact
copy of American defense industry’s structures.wiss argued in the seventh

chapter, by itself, the fact that the product oluétion is not an exact copy of the
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target of emulation does not impede the characteoiz of this behavior as part of
an internal balancing process, since copies aresalmever exactly equal to their
original. But the differences from the original cah be such as to turn the result
of emulation inefficient. In the case of China, #raulation of American defense
economy institutions did not result in an exactycdput certainly improved the
Chinese defense industry, since the presence ofatémn structures easies the
imposition of weapons and systems’ standards.

On the other hand the target of technological etimighas been mainly
Russia. This indicates that the choice of the tagjeemulation is not only
determined by the potential opponent a country imigbe and the geo-strategic
context of the balancer (as was highlighted whigzdluated China’s behavior in
relation to the American seapower). This choicerse® also be influenced by
the availability of information about the potent@ponent’s capabilities. Due to
the American arms embargo to China, this countqd teapursue other targets to
emulate.

In what regards the question about the chances Ghata internally
balances the U.S. in the future via innovation, sheenth chapter attempted to
show that there are no easy answers. China’s itioovgystem still depends a lot
on technonationalism: the understanding that intomawill come from the
absorption and adaptation of foreign technologhsnetheless, this policy risks
condemning China to the production at higher ca$tslefense items that are
already produced elsewhere in a more efficientifash

In conclusion, the results of the empirical testndiocted in this
dissertation are only consistent with a very ihisage of the internal balancing
process. Although economic and domestic/politiealaiopments enable China to
pursue the military dynamic of the process, intebadancing behaviors are being
pursued slowly and with modest results. In the earctealm, internal balancing is
mainly taking the form of off-setting, to the detent of emulation and
innovation. The same can be said about the wayaCkinlealing with American
seapower. Emulation of American assets is moreeevioh the defense regulatory
system and the prospects for internal balancingnnavation are controversial.
Therefore, this dissertation is not consistent ik refutation of the hypothesis
that China is already internally balancing the U.Rut the evidence is not

conclusive enough to say that the internal balanas being successful in
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changing the international system into a bipolag.dn other words, although an
internal balancing process seems to have beghasiprogressed slowly.
Accordingly, future research should engage in erplg why internal

balancing by China has been slow and inefficietansforming the system.
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