Comparative
Connections

A Quarterly E-Journal on
East Asian Bilateral Relations

edited by

Ralph A. Cossa
Rebecca Goodgame Ebinger

October 1999 — 3rd Quarter
Vol. 1, No. 2

http://www.csis.org/pacfor/ccejournal.html




Pacific Forum CSIS

Based in Honolulu, Hawaii, the Pacific Forum CSIS operates as the autonomous Asia
Pacific arm of the Center for Strategic and International Studies in Washington, D.C. Founded
in 1975, the thrust of the Forum's work is to help develop cooperative policies in the Asia-Pacific
region through debate and analyses undertaken with the region's leaders in the academic,
government, and corporate arenas. The Forum's programs encompass current and emerging
issues in political, security, economic/business, and oceans policy issues. It collaborates with a
network of more than 30 research institutes around the Pacific Rim, drawing on Asian
perspectives and disseminating its projects findings and recommendations to opinion leaders,
governments, and publics throughout the region.

An international Board of Governors guides the Pacific Forum’'s work; it is chaired by
Brent Scowcroft, former Assistant to the President for National Security Affairs. The Forum is
funded by grants from foundations, corporations, individuals, and governments, the latter
providing a small percentage of the forum’s $1.2 million annua budget. The forum’s studies are
objective and nonpartisan and it does not engage in classified or proprietary work.



Comparative Connections

A Quarterly E-Journal on East Asian Bilateral Relations

Edited by
Ralph A. Cossa and Rebecca Goodgame Ebinger

Volume 1, Number 2
Third Quarter, October 1999

Honolulu, Hawaii
October, 1999



Comparative Connections

A Quarterly Electronic Journal on East Asian Bilateral Relations

Bilateral relationships in East Asia have long been important to regional peace and
stability, but in the post-Cold War environment, these relationships have taken on a new strategic
rationale as countries pursue multiple ties, beyond those with the U.S., to realize complex
political, economic, and security interests. How one set of bilateral interests affects a country’s
other key relations is becoming more fluid and complex, and at the same time is becoming more
central to the region’s overall strategic compass. Comparative Connections, Pacific Forum's
guarterly electronic journal on East Asian bilateral relations edited by Ralph A. Cossa and
Rebecca Goodgame Ebinger, was created in response to this unigue environment. Comparative
Connections provides timely and insightful analyses on key bilateral relationships in the region,
including those involving the U.S.

We cover 12 key hilateral relationships that are critical for the region. While we
recognize the importance of other states in the region, our intention is to keep the core of the e-
journal to a manageable and readable length. Because our project cannot give full attention to
each of the relationships in Asia, coverage of U.S/ASEAN and China/ ASEAN countries consists
of a summary of individual bilateral relationships, and may shift focus from country to country
as events warrant. Other bilateral relationships may be tracked periodically (such as various
bilateral relationships with North Korea or Australia’ s significant relationships) as events dictate.

Our aim is to inform and interpret the significant issues driving political, economic and
security affairs of the U.S. and East Asian relations by an ongoing analysis of events in each key
bilateral relationship. The reports, written by a variety of experts in Asian affairs, focus on
political/security developments, but economic issues are aso addressed. Each essay is
accompanied by a chronology of significant events occurring between the states in question
during the quarter. An overview section, written by Pacific Forum, places bilateral relationships
in a broader context of regiona relations. By providing value-added interpretative analyses, as
well as factual accounts of key events, the ejourna illuminates patterns in Asian bilateral
relations that may appear as isolated events and better defines the impact bilateral relationships
have upon one another and on regiona security.



Table of Contents

Regional Overview: Storm Clouds on the Horizon?
Ralph A. Cossa

U.S.-Japan Relations: Still in the Eye of the Hurricane?
Michael Jonathan Green

U.S.-China Relations. Beginning to Thaw
Bonnie S. Glaser

U.S.-ROK Relations: Is There Light at the End of the Missile Tunnel?
David G. Brown

U.S.-Russia Relations: Thaw after Kosovo Marred by Money-Laundering Allegations
Keith Bush

U.S.-ASEAN Relations. Relations with Vietnam and the East Timor Tragedy
Sheldon Simon

China-ASEAN Relations: Beijing Plans for a Long-Term Partnership and
Benefits from Anti-Western Sentiment
Carlyle A. Thayer

China-Taiwan Relations: Washington Caught in the Middle...Again
Gerrit Gong

China-ROK Réations: Focus on Stability Despite New Challenges
Scott Snyder

Japan-China Relations: Progressing, but Still Facing History
James J. Przystup

Japan-ROK Relations: Seoul-Tokyo Cooperation on North Korea,
Tried, Tested, and True (thus far)
Victor D. Cha

Japan-Russia Relations: Moving Ahead on Military Ties, Diplomacy on Back Burner
Janet Snyder

China-Russia Relations: Coping With the Post-Kosovo Fallout
YuBin

Occasional Analysis: Indonesia-Australia Relations: Moving from Bad to Worse
Richard W. Baker

About the Contributors

14

21

39

57

70

74

81

87



Regional Overview:
Storm Clouds on the Horizon?

by Ralph A. Cossa

he region’ s two premier annua multilateral events took place during the last quarter--on the

security dde, there was the minigerid-level ASEAN Regiond Forum and, in the economic

arena, the Asa Pacific Economic Cooperation (APEC) Leaders Mesting. Each served to
underscore the central importance of the region's key bilaterd relationships, even as they
demongtrated some modest, limited progress in devel oping broader-based cooperation.

The 5th annual ASEAN Regiond Forum (ARF) took place on July 27 in Singapore and
brought together the foreign ministers from 21 Asa-Pacific naions, dong with representatives
from the European Union. The ministers had generdly congructive discussons on some of the
key security issues of the day, to include the potentidly volatile South China Sea region, where
the ASEAN dates continue to explore a regiond Code of Conduct. The Ministers dso
expressed concern over North Korean misslerdated activities that could have “serious
consequences for gability in the Korean Peninsula and the region.”

Nonethdless, the lion's share of internationa attention in Singapore was focused on the
Sde meeting between U.S. Secretary of State Madeleine Albright and Chinese Foreign Minister
Tang Jaxuan. The dgnas were mixed: China gppeared in no rush to forgive and forget the
accidenta American bombing of their Embassy in Belgrade but did loosen some (but not al) of
the regtrictions on Sino-U.S. contacts imposed after the bombing. Most importantly, the two
ministers announced that their respective bosses would hold a face-to-face meeting when both
traveled to Auckland, New Zedland for the late September APEC Leaders Mesting.

The Clinton-dang Summit was clearly the lead story coming out of Auckland,
overshadowing what limited progress was made during the actud APEC “gathering of
economies.” The APEC Leaders Meeting involves the heads of dtate of 19 of APEC's 21
member economies (dthough there were severd no-shows-most understandably including
Indonesian Prime Minister B.J. Habibie), plus the chief executive of Hong Kong and a senior
representative from Taiwan (whose chief executive is excluded from participation).

The APEC “Leaders Declaration” provided the usua assurances to work toward
“open, trangparent, and well-governed financid markets’ and a commitment to support success
for the new WTO round (to commence in November in Sesitle). Reading between the lines, the
statement provided advanced warning of the kinds of coditions and divisions that will be played
out in Seettle when WTO members decide what is to be negotiated and how. For example, the
Declaration endorsed the abalition of agricultura export subsidies (at the behest of the U.S. and
others), which South Korea and Japan (teaming with Europe) will actively work againg in
November. It also endorsed negotiating a broad-based “full package” within three years, an
approach favored by Tokyo--Washington wants to conclude “ sector by sector” negotiations on
mainly agriculture and services. Given this rather bland if not confusing potpourri, APEC once



again came under criticism as too meek to produce practica results that have a weight in the
globd system.

While security issues are, by design, not part of the officid APEC agenda, security
issues dominated the side discussions and the talk in the corridors. Not the least of these was
growing (and well-founded) concern over the deteriorating security Stuation in East Timor. The
Auckland meeting was fortuitous in thet it provided an opportunity for regiona leaders, including
Presdent Clinton and Austraian Prime Miniser Howard, to work out arrangements for the
Augrdian-led multinationa peacekeegping misson that was subsequently sent to East Timor.

However, no APEC-associated event was more anxioudy awaited and more
thoroughly reported upon and anadyzed than the meeting between Clinton and Jang. All
seemingly cheered the decison by Clinton and Jang to get this key bilatera relationship “back
on track” dthough it was clear that, while the steady downward dide in relations gppears to
have been hated, much work still needs to be done to get the relationship back to where it was
in the heady days following the exchange summits in Washington and Beijing in 1997 and 1998.
Jang gave the green light for WTO ddiberations to proceed in earnest and, at quarter’s end,
there was Hill hope that the U.S. and China would come to terms on China's entry this year.
However, Jang is dill waiting for a comprehnensve explanaion of the Belgrade bombing
(preferably including identification of the “guilty parties’), even as the Clinton Adminidration is
trying to pretend the problem has been settled. | would argue that an eventud public acceptance
by Jang of Clinton’s assurances that the bombing was inadvertent is a prerequiSite to a genuine
improvement in Sino-U.S. relaions; afalure of Chinato make such a statement (or a failure of
the Clinton Adminigraion to ings that it do s0), will have long-lasting ramifications.

Another bilatera mesting that stole the show during the APEC Leaders Mesting was
the first face-to-face meeting between President Clinton and Russa's latest Prime Minister du
jour, Vladimir Putin. Clinton’s lecture about American concerns over Russian money laundering
and the misuse of IMF dollars provided new grains in the U.S.-Russian relationship, even as
Russa continues to lick its wounds over NATO expanson and the Kosovo War and its
aftermath. Such tensons continue to fud the Sino-Russian drategic partnership, witness Russian
President Boris Y dtan’s reference to his readiness to do battle with “Westernizers’ just prior to
his persond summit with Jang Zemin in late August (during a meeting with other Centrd Asian
heads of state in Bishkek, Kyrgystan). Jang and Y dtan once again joined together in warning
agang a unipolar world and especidly againg the “dedabilizing” nature of theater missle
defense.

While the Sino-Russian relationship has experienced its own setbacks, especidly in light
of Moscow cutting its own ded with the West to bring the Kosovo war to a hat without much
input from Beijing, their common irritation with American actions and arrogance, combined with
suspicions over American intentions, continue to keep this marriage of convenience intact. Jang
and Putin resffirmed the strength of their rdationship during their own bilaterd meeting in
Auckland.

On the positive side (from a U.S. perspective), the three sets of bilaterd relationships
that make up the U.S.-Japan-Korea triangle adl saw steady progress in the past quarter, as
evidenced by the three-way summit in Auckland involving Presdent Clinton, Japan's Prime
Miniger Obuchi, and South Korean President Kim Dae-jung. Thanks to the efforts of former



U.S. Defense Secretary William Perry and the Trilaterd Coordination and Oversight Group
(TCOG) that he helped to edtablish, the three countries have successfully managed their
respective, somewhat differing views on the potentidly contentious issue of how best to dedl
with North Korea. In Auckland, the three leaders continued to wave olive branches (and the
promise of economic incentives) toward Pyongyang if, as the then just-concluded bilaterd U.S--
DPRK taksin Berlin seemed to indicate, North Korea chooses to cooperate.

This firm, unified carrot-and-stick approach contributed greetly to North Korea's
willingness to agree to refrain from destabilizing actions (i.e., no missile tests) in return for along
overdue partid lifting of U.S. economic sanctions. North Korea had previoudy argued, not
without some judtification, thet the American refusd to lift sanctions put the U.S. in violaion of
the bilaterd U.S.-DPRK Agreed Framework. Its agreement not to conduct new missile tests
has, at least for the time being, saved the Agreed Framework, since the U.S. Congress had tied
future funding for the Agreed Framework’ s implementing mechanism--the multinational Korean
Peninsula Energy Development Organization or KEDO--to progress in the missile deliberations.
Japan, whose financia support to KEDO is criticd, had dso stated it would cut off such funding
in the event of another missle launch. Whatever Pyongyang's moativation, its decison to
cooperate on the missle front makes further progress in its bilaterd reaions with both
Washington and Tokyo possible. It aso removes a potentid irritant in U.S-ROK and U.S-
Jgpan relations, while keeping South Korea's “ Sunshine Policy” of increased engagement with
the North dive.

Another bilaterd rdationship that has greetly affected regiond stability during the past
quarter has been cross-Strait relations between Beijing and Taipe. Taiwan President Lee Teng-
hui’s dramatic announcement on July 9 that future cross-Strait interaction should be based on
the premise of “specid dateto-date’ relations drew a predictably negative reaction from
Beijing, which has accused Tawan of pursuing a “spliti” course and demanded a full
explanation or retraction. Lee back-stepped dightly by assuring Beljing (and Washington) that
“gpecid date-to-state” does not equa a “two states’ policy and, more importantly, has chosen
not to cross the red line clearly drawn in the sand by Beijing over this incident--namey, no
change in Tawan's Condtitution to embody this new interpretation. While this has not satisfied
Beijing, it appears highly unlikely that Taipe will back down further. Thisis sure to keep cross-
Strait tensgons high between now and Taiwan's March 2000 Presidentia eections, if not longer.

Ironicaly, Lee's statement had the unintended consequence of helping to move Sino-
U.S. relations in a pogtive direction. While Presdent Jang was hesitant to accept President
Clinton’s phone cdl in May to explain the Belgrade bombing, he eagerly accepted Clinton's July
cdl to reendorse America's “one Chind’ policy and was no doubt thrilled by Clinton's
admisson in Auckland that Lee' s remarks " had made things more difficult.” While Beijing would
like to see the U.S. put greater pressure on Lee to retract his “specia Sate-to-state”
pronouncement--somehow such U.S. pressure does not condtitute “ interference in one' sinternd
affars’--the quick, unequivocd response by Washington (and others) supporting the “one
China’ principle has clearly pleased Beijing and reminded it of the larger stakes involved in
maintaining cordid bilaterd reations with the U.S.

One (perhaps intended) consequence of Lee s remarks has been to put future high-level
cross-Strait dialogue a risk. The planned fdl vigt to Tawan of Wang Daohan, the head of the
PRC's Association for Reations Across the Tawan Strait, will amogt certainly not occur.



(Even without Leg's remarks, the prospects for a meaningful meeting had been dim and the
timing, as Tawan's presdentid eection campagn is heating up, was tarible) Bdjing's
preconditions--retraction of the “ state-to-state” comment and a Wang mesting with Lee only in
the latter’'s capacity as head of the KMT--are unacceptable to Taipel. One option that Beijing
should consder would be to cal for another meeting between Wang and his Taiwan
counterpart, Strait’'s Exchange Foundation chief Koo Chen-fu, in neutrd territory (i.e, Hong
Kong, Singapore) to discuss the meaning of Lee's comments and their implications for cross-
Strait relaions. This would demondrate Beijing's commitment to keep the dialogue process
dive without accepting Lee' s position.

No discusson of regiond security developments over the past quarter would be
complete without mention of the Stuaion in East Timor and its impact on key bilaterd
relationships and regiona security in generd. Audtrdia's long-standing, deep concern for East
Timor has manifested itsdlf in Canberra's willingness to lead the internationdl peacekeegping
effort to bring gability back to this drife-ridden territory (which officidly remains a part of
Indonesia until such time as the Indonesan legidature officidly vaidates the outcome of the
August 30 UN referendum, under which over 78 percent of East Timor’'s voters opted for
independence). But Audrdia’s leadership role in this effort threatens to undermine years of
bilateral cooperation in building closer ties with neighboring Indonesia (which has since canceled
the 1995 security pact between Canberra and Jakarta). Anti-Audraian (and anti-Western)
sentiment is reportedly growing throughout Indonesia and will likely worsen as clashes continue
between Ausseled INTERFET forces and Indonesia-backed militias and even Indonesian
regular army and police forces --hence the addition of a guest commentary on Audrdia
Indonesia relations to our regular lis of commentaries in this issue of Comparative
Connections.

As the world remains fixated over the plight of East Timor's 800,000 inhabitants, a
much less heralded but consderably more important political process is playing itsdf out in
Jakarta. The ability of Indonesid's current and emerging leadership to successfully manage the
embryonic (and fragile) democratic process in the world's fourth largest nation will not only
affect the lives of Indonesas 180 million resdents but dso profoundly impact security and
gability throughout Southeast Asa and beyond. Without stable leadership in and from Jekarta,
ASEAN unity will continue to suffer and this important grouping of Southeast Adan nations,
which lies a the core of the broader regiond security effort underway through the ARF, will not
be ableto live up to itsfull potentid.

All things conddered, this quarter has seen some improvement over the lagt as far as
U.S. nationd interests and policy in Ada are concerned. Relations with America s key regiond
dlies-Jgpan and South Korea in Northeast Asa and Audtrdia to the south--remained solid
despite the potentia for trouble caused by North Korea's unpredictability and the troubles in
Timor. The Kosovo-ingpired significant downturn in American relations with both China and
Russa evident last quarter ameliorated somewhat athough tensgons remain in both fronts.
Meanwhile, U.S.-DPRK reations can actudly be sad to have improved, athough it is too soon
to cal North Kored's willingness to cooperate on the missile issue a break-through or turning
point. The U.S. has dso seen both a modest improvement in Sino-Japanese relations (which
helps to further promote regiond stability), and some (albeit limited) semblance of ASEAN unity
at the ARF meseting. And, while improved Sino-ROK ties could prove problematic for the U.S.



in the future, they are seen today as furthering regiona stability, especidly as they help temper
North Korean behavior.

Storm clouds remain on the horizon however, including how well both Washington and
Canberra handle rations with Jakarta and the rest of ASEAN as dl observe and try to
influence the emerging democratic processes in Jakarta and Dili. Meanwhile, dection paliticsin
Tawan keep dive the possibility of another politica surprise from Taipel or more serious saber-
rattling from Beijing. Even if the U.S. and China successfully come to terms over WTO
accesson for Chinaand fully resolve the Embassy bombing incident to both parties’ satisfaction,
many other issues remain and will become more difficult to address, much less resolve, as the
U.S. presdential campaign swings into higher gear.

Regional Chronology
July-September 1999

July 5, 1999: ROK President Kim Dae-jung begins athree-day state visit to the U.S.

July 8-11, 1999: Japanese Prime Minigter Obuchi visits Beijing and Mongolia. While in Ching,
Obuchi agrees to support China s WTO membership.

July 9, 1999: President Lee Teng-hui of Taiwan dtates that Taiwan would treat contacts with
Chinaas“ specia state-to-gate’ relations.

July 19-21, 1999: DPRK ddegation vists New Zedand to discuss normaizing diplomatic
relations.

July 20, 1999: The U.S. Senate votes to reject a motion to open debate on President Clinton’s
Jdune extenson of Chind s “Norma Trade Relations”

July 22, 1999: WTO members agree on Director-Genera succession: Mike Moore of New
Zedand to serve for three years, followed by Supacha Panitchpakdi of Thaland for three
years.

July 25, 1999: U.S. Secretary of State Albright meets with Chinese Foreign Minister Tang on
the sddines of the ASEAN Regiond Forum mesting in Singapore.

July 27, 1999: ASEAN Regiona Forum mesetsin Singapore.

July 27, 1999: Secretary Albright, ROK Foreign Minister Hong, and Japanese Foreign
Miniger Koumura meet in Singapore to coordinate policies on the DPRK.

July 27, 1999: U.S. Vice Presdent Gore and Russan Prime Minister Stepashin convene the
U.S-Russian Joint Commission on Economic and Technologica Cooperation in Washington.

July 27, 1999: U.S.-PRC trade talks resume.



July 29, 1999: U.S. Secretary of Defense Cohen meets with South Korean Defense Minister
Cho and Presdent Kim and announces that any North Korean missile launch will be met with
greater U.S. military presence on the Peninsula

Aug 2, 1999: Chinatests new long-range missile, the DF-31.

Aug 2, 1999: Indonesian President B. J. Habibie announces the validation of the election results
in which he received 22 percent of the vote and rival Magawati Sukarnoputri garnered 34
percent.

Aug 4, 1999: Senate hearings on the Taiwan Security Enhancement Act open in Washington.

Aug 5, 1999: Japan and the ROK conduct their first ever joint nava exercise, a joint search
and rescue ‘misson.’

Aug 5, 1999: The Four Party Taks, involving the North and South Koreg, the U.S,, and
China, occur in Geneva,

Aug 6, 1999: Japanese and Russan diplomats open taks regarding the four Kuril idands
clamed by both nations.

Aug 6, 1999: Two ROK destroyers make first goodwill visit to Japan by ROK combat ships.

Aug 9, 1999: Russian Presdent Y dtsn fires Prime Minister Stepashin and quickly names as his
replacement Vladimir Putin, aformer inteligence officer.

Aug 16, 1999: For the firg time since the bombing of the Chinese Embassy in Belgrade, the

PRC grants permission for a U.S. Navy vessd to vist Hong Kong: The USNS Tippecanoe in
September.

Aug 17, 1999: U.S. and Russa begin prdiminary talks on a possble START III tregty to cut
each country’s nuclear arsend to 2,000-2,500 warheads each.

Aug 18, 1999: Jgpan and the U.S. sgn a commitment to joint research on a seaborne Theater
Missle Defense system.

Aug 19, 1999: Russia and Japan agree to establish amilitary hotline,

Aug 22-24, 1999: ROK Foreign Affairs and Trade Minister Hong visits Japan to discuss joint
drategies to counter missle threats from the DPRK.

Aug 23-29, 1999: ROK Defense Miniger Cho vigts the PRC, marking the first high-leve
military defense mesting sSince normaization of reationsin 1992.

Aug 24, 1999: Russan President Yetsn meets with PRC President Jang in Kyrgyzstan prior
to the “ Shangha Five’ meeting induding Kazakhgtan, Kyrgyzstan, and Tgjikistan.



Aug 30, 1999: After two postponements, East Timor referendum is held, monitored by UN
Assgtance Mission for East Timor (UNAMET).

Aug 31-Sept 5: ROK Prime Miniger Kim Jong-pil pays officid vidt to Jgpan, meeting with
Prime Minigter Obuchi and Emperor Akihito.

Sept 2, 1999: Russan Defense Miniger Sergeyev vidts his ROK counterpart, Cho Sung-tee,
and agreesto hold ajoint nava drill next year.

Sept 2, 1999: Jgpan and Russia agree to free vidts to the Northern Territory by former
residents of the territory and their spouses.

Sept 4, 1999: UN announces the result of the East Timor referendum — 78.5 percent for
independence; pro-Indonesian militias begin rampage of violence.

Sept 6, 1999: USNS Tippecanoe docks in Hong Kong.

Sept 6-8, 1999: Inaugurd Pecific Armies Chiefs Conference meets in Singapore, drawing
together army chiefs from 23 Pecific countries.

Sept 7-12, 1999: U.S. and North Korea meet in Berlin to discuss the possible North Korean
missile launch and other topics.

Sept 9, 1999: Russan Prime Miniger Putin and Chinese Presdent Jang hold talks in New
Zedand during the APEC medting.

Sept 10-13, 1999: Leaders of 21 Pacific Rim nations gather a the APEC summit in Auckland,
New Zedland.

Sept 11, 1999: Korean Presdent Kim and Chinese Presdent Jang hold a summit on the
sddines of the APEC mesting.

Sept 11, 1999: Presdents Clinton and Jang meet for the firg time since the bombing of the
Chinese Embassy in Belgrade.

Sept 12, 1999: President Clinton, ROK President Kim, and Japanese Prime Minister Obuchi
meet in Auckland.

Sept. 12, 1999: Presdent Clinton meets with Russa Prime Minister Putin.

Sept 13, 1999: U.S. Secretary of Defense Cohen and Russian Defense Minister Sergeyev
discuss military rdations.

Sept 13, 1999: DPRK officias commit to at least a temporary freeze on long-range baligtic
missile tegting.

Sept 14, 1999: ROK Presdent Kim meets with New Zedland Prime Minister Shipley.



Sept 15, 1999: The U.S,, UK, and France tel a UN committee they do not support putting
UN membership for Taiwan on the Generd Assembly’s agenda.

Sept 15, 1999: UN Security Council authorizes the establishment of an interim multinationa
force in East Timor, preparatory to a forma UN peacekeeping mission and UN trangtiona
adminigtration.

Sept 15, 1999: The Perry review on DPRK palicy is presented to President Clinton.
Sept. 16, 1999: ROK Presdent Kim meets with Austrdian Prime Minister Howard.

Sept. 17, 1999: President Clinton announces the easing of some sanctions against North Korea
in response to the DPRK’ s commitment to refrain from further missile testing.

Sept 21, 1999: A powerful earthquake, registering richter scale 7.6, hits Taiwan. China's Red
Cross donates $100,000 to victims. UN and World Bank say it is difficult to help Tawan
because they do not recognize Taipe.

Sept. 26, 1999: Pyongyang formaly announces a hold in missle teds a least during the
duration of its talks with the U.S.



U.S.-Japan Relations:
Still in the Eye of the
Hurricane?

Michael Jonathan Green

.S.-Japan relations this quarter were remarkably cam on the trade front, while important

progress was made in bilateral security cooperation. Japan and the U.S. stood more-or-

lessin lock step on North Korea policy and reached important agreements on intelligence
satellites and Theater Missile Defense (TMD). All three of these could have been irritants in the
dliance, but turned-out on the positive Sde of the ledger. Some incrementd progress was dso
made on the Okinawa base problem. Meanwhile, trade disputes on stedl and macroeconomic
policy fel to alow smmer while none of the leading U.S. presidentid campaigns have focused
on Japan as a trade problem. The Obuchi government’s new three-way codition with the
Komeito and Liberd Party provides a much more stable politica basis for addressng bilaterd
issues in the months ahead. The only frightening problem looming in the U.S--Jgpan dliance is
how to handle the July 2000 G-8 Summit in Okinawa. If there is no progress over the next
quarter to resolve the Futenma base relocation problem, Obuchi and Clinton could face a
disastrous reception when they meet in Nago, Okinawa in July. But Obuchi might even get
lucky on that one too.

Dealing with North Korea

The problem of North Korean missiles drove a wedge in U.S.-Japan relations through
much of last year because of Washington's tepid responses after the Tagpodong |1 flew over
Japanese airgpace in August 1998. The review of North Korea policy by former Secretary of
Defense William Perry began to narrow that gap last spring and summer, and with the Clinton
Adminidration’s announcement in mid-September thet it will lift certain economic sanctions on
Pyongyang in exchange for a North Korean missle testing moratorium, the U.S. and Jgpan
findly seemed like red dlies on the Korean front.

Tokyo was prepared to impose new sanctions on Pyongyang if there had been atedt,
and the solidarity of the U.S., Japan, and South Korea --demondrated in trilatera summits on
the wings of the APEC meeting in September-- was a powerful disncentive to launch for
Pyongyang. The trilateral process also built degper confidence in Tokyo that the United States
was not forgetting about Japanese security when dedling with North Koreaw When the
adminigration announced its plans to lift sanctions, therefore, the Obuchi Government clapped
loudly in Tokyo. But Japan will not move quite as quickly itsdf. The Jgpanese Diet till wants to
be certain that Pyongyang's missile test moratorium will last before agresing to a resumption of
food aid and commercid charter flights to the North. Washington would like Tokyo to follow its
engagement strategy, but Japan's “bad cop” act is not proving contentious in U.S.-Japan
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relations. If anything, it strengthens Washington's hand in demanding a firmer North Korean
commitment on the missle test moratorium.

The Intelligence Satelliteand TMD

Another potentid irritant that became a positive dement in U.S.-Japan security reations
this quarter was Jgpan’'s controversid intelligence satellite program. Japanese industry cannot
build an intdligence satdlite system within the budget and timeline mandated by the Government
without technical help from the United States. Secretary of Defense Cohen promised last year
to “cooperate’ with Jgpan on the program, but MITI, the Prime Minigters Office, industry, and
many in the Foreign Ministry were reluctant to become overly dependent on U.S. technology. In
Jduly, key officidsin Tokyo and Washington were till pushing for a joint-development approach
in which Japan would buy one satdllite from the United States and produce the next three jointly
(inafour satellite program). In the abgiract, “joint development” sounds cooperdtive, but asthe
FSX case demondtrated in the late 1980s, joint development can also cause many more areas
for bilaterd friction: U.S. government agencies might resist technology transfer to Japan and
Japanese industry might resist technology “flow back” to the United States. The whole project
could have become highly explosive.

By September, however, U.S. and Japanese officials were pursuing a new approach,
this time based on the commercid sde of certain components to Japan, conditioned on
Japanese adherence to Presidentia directives authorizing U.S. access to the satdllite data and
placing some redtrictions on the satellites use. Thisformulaled to an exchange of notes between
the U.S. and Japan at the end of September, to the visible relief of al concerned. What could
have been a contentious combination of “technonationdlism” and “intd-nationalism” was
resolved in an agreement that pleased dl parties. Jgpan's program will stay on schedule.
Explosive issues of technology flow-back and black-boxing have been largely (though not
completely) bypassed. And the United States and Japan will cooperate in the use of any data
the program produces. Phew!

Meanwhile, the other mgor defense technology program between Japan and the United
States moved forward as the two governments formally launched joint research cooperation on
the Navy theater-wide system for missile defense on August 23. Plenty of budgetary, technicd,
and politica hurdles remain, but the cooperative effort iswell on track.

Okinawa and Bases

Things were generdly quiet on the Okinawa front last quarter, as Governor Inamine
focused on the prefecture’s economic recovery. But that was not exactly good news, since
Tokyo needed the Governor to begin the “nemawashi” (consensus-building) process for
relocating the U.S. Marine Corps Air Station Futenma to a new heliport somewhere else on the
idand before President Clinton, Prime Minister Obuchi, and the rest of the G-8 delegates arrive
for the July 21-23 summit. In fact, the Japanese Government’ s calculation has been that a basic
decision had to be made by November on the new site so that the details could be put in place
(and opposition overcome) well before July. So no news on Okinawa was hardly good news.



11

The Clinton Adminigration got into the act this quarter when Secretary of Defense
Cohen told reporters and Japanese counterparts while in Japan at the end of July that he wanted
solid progress on the heiport decison in the “near future” The Jgpan Defense Agency and
Foreign Ministry did not appreciate the U.S. pressure, but MOFA’s own frudtration with
Okinawa was dready papable by this point. Governor Inamine irritated the Japanese
Government further with his inggtence in late August that Tokyo provide substantial economic
ad before he made a decison on the new ste for the heliport. But Tokyo turned up the hest,
and with unemployment at 8.7 percent on the idand and no hep from anywhere but the
mainland, Inamine finaly announced on September 1 that he had narrowed the choice of
locations for the heliport down to two sites, Nago (near the Marine Corps Camp Schwab) or
Taukenjimaidand, just of the Southeast Coast.

Taukenjimaidand itsdlf is pogtive on receiving the Marine Corps facility and its dua-use
capacity, but the locd government with authority over the idand is strongly opposed. Nago's
business community is aso fairly postive on receiving the boost a mgor congruction project
would bring, but the Nago city government has been tied in knots and unable to indicate thet it
would accept the base. So there was some modest progress this quarter -- barely keeping up
with the Japanese Government’ s timetable for settling the Futenma rel ocation by the G-8 summit
-- but hardly enough movement for the Obuchi Government to fed safe. The next stage will be
to settle on one of the two proposed locations (the author’s guess is Nago), but if that step
cannot be reported by the time of the next quarterly edition of “Comparative Connections,” then
the Obuchi Government will have a difficult scenario to contend with.

Palitics and the Defense Relationship

This quarter the Liberd Democratic Party and the oppostion Democratic Party of
Japan held éections for party leader. The results have some interesting long-term implications
for U.S.-Japan security relations. On the LDP side Obuchi handily won. Interestingly, one
chdlenger, Taku Yamazaki, ran on a platform that included a cdl for more “equa” security
relations with the United States. Obuchi himsalf promised to relax redtrictions on peacekeeping
and to introduce new legidation strengthening Japan’s criss management and nationa security
sructure (the so-called “yuji hosa™).

In the Democratic Party, Y ukio Hatoyama won the party presidency away from Naoto
Kan on September 26 on a platform that included reference to Condtitutiona revision and the
eventud reduction of U.S. basesin Jgpan. Hatoyama had championed the DPJ s internd policy
paper on a*no base dliance” with the United States in 1997. That idea was squelched by old-
time LDP bosses now in the party --men like former Prime Minister Tsutomu Hata. The DPJ' s
new security policy, released on June 25, hasamore “redlistic” assessment of the need for close
security ties to the United States and forward presence for the U.S. military in Asa But
Hatoyamad s election may gradudly reintroduce the theme of base reduction, particularly if the
Futenma relocation issue stdls before the G-8 summit. On the whole, both the DPJ and LDP
remain pro- U.S.-Jgpan dliance, a nice contrast to the Cold War divison in which the Socidists
usudly stood in oppogtion to the dliance. Still, the movement in the DPJ could make
management of bilaterd security relations a bit more complicated.
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Economic Relations

The redl trouble spot in the U.S.-Japan dliance is dways trade. The outgoing Japanese
ambassador to the United States, Kunio Saito, and the incoming ambassador, Shunji Yana,
both warned the press during their changing of the guard that there is a danger of new trade
disputes with Washington. But so far amogt dl is quiet on the Western Front. Secretary of the
Treasury Lawrence Summers rapped Japan on the knuckles during his confirmation process for
not doing more to restructure the financid sector and for playing too much with the vaue of the
yen, but there was no threat behind his criticiam. U.S. officids continue pressing for deregulation
in telecommunications as well, though no concrete threat emerged. Stedl threstened for a while
to become a poalitical problem, but the initiation of Section 201 cases on sted dumping has
taken that problem into the litigation process, and Japanese exports of sted (dready down 5.6
percent in June) will continue to fal as companies hedge againg an unfavorable outcome in
court. The two governments issued a joint press release on the ongoing “Sted Dialogue’ on
September 24, which sgnded that both governments are hard a work solving the problem —
but the markets and the courts have aready begun to do that, at least enough to keep the issue
off the agenda of Congressiond legidation and presidentia campaign politics for the foreseeable
future.

Findly, it is griking how little Jgpan is becoming a focus of U.S. presidentid politics,
now that they are heating up. Pat Buchanan's “America Firs” aside, none of the candidates
have attacked trade problems with Japan. In fact, senior advisors to George W. Bush (Richard
Armitage, for example) have told the Jgpanese press that his Adminigtration would place a
higher emphasis on Jgpan than China. Meanwhile, Democratic contender Bill Bradley has along
Japan portfolio based on his annud retreats with Diet member Motoo Shiina and other
parliamentarians in the late 1980s to discuss minute details of the U.S.-Japan relationship and
plan joint legidative draegies. A Gore Adminidration aso looks somewhat reassuring,
particularly after the Vice President’s rumored candidate for Secretary of State, current UN
Ambassador Richard Holbrooke, announced in New York that he strongly supports Japan’s
permanent membership in the Security Council. The presdentia campaign process seems eerily
positive for U.S.-Japan relations.

But then again, stay tuned.

Chronology of U.S.-Japan Relations
July - September 1999

July 6, 1999: Japanese Ambassador to the U.S. Kunihiko Saito says that a North Korean
missile launch would have dire consequences for Japanese engagement efforts.

Aug, 1999: Jgpan's overdl trade deficit fals (reveded in September datitics).

Aug 23, 1999: ITC rules againgt seamless sted pipes; Japan looks at sarting “ Sted Didogue’
with U.S.
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Aug 23, 1999: U.S. and Japan formdly initiate joint research on TMD Navy Theater-Wide
system technologies.

Sept 1, 1999: Governor Inamine chooses Nago and Tsukenjima as candidate sites for USMC
offshore hliport.

Sept 8-9, 1999: U.S. and Japan clash at APEC over approach to next WTO round, but no
great fireworks.

Sept 15, 1999: Tokyo responds pogitively to U.S. decision to ease sanctions on North Korea
in exchange for amissle test moratorium.

Sept 20, 1999: Prime Minister Obuchi announces he will support legidation relaxing congraints
on future Japanese peacekeeping operations.

Sept 21, 1999: Keizo Obuchi re-elected President of Liberal Democratic Party.
Sept 24, 1999: U.S.-Jgpan issue joint press statement on progress of “ Steel Didogue.”
Sept 26, 1999: Y ukio Hatoyama wins Democratic Party of Japan presidency.

Sept 29, 1999: U.S. and Japan exchange notes to establish cooperation on intelligence satellite.



U.S.-China Relations:
Beginning to Thaw

Bonnie S. Glaser

fter afreeze of severd months following the accidenta bombing of the Chinese embassy in

Belgrade, Sno-American relaions have begun to thaw. The mid-September meseting

between Presdents Bill Clinton and Jang Zemin sgnadled Beijing's readiness to resume
high-level contacts with the United States, but it remained uncertain whether the Chinese are
prepared to restore normacy to other facets of the bilatera reationship. Still absent are
indications that Chinais willing to resume military exchanges with the United States or reinstate
the officid didogues on human rights, arms control, and non-proliferation that Beijing suspended
in the wake of the embassy bombing. At the direction of their presidents, Chinese and American
negotiators have proceeded with discussons aimed a reaching an agreement on China s entry
into the World Trade Organization. Completing a dedl this year remains possible, but may prove
politicaly difficult in both countries.

High-level Contacts Resume

In the weeks leading up to the presidents mesting a the APEC summit in Auckland,
New Zedand there were some hopeful signs that the Chinese leadership was preparing to re-
engage with the United States following months of refusal to conduct normd relations in the
wake of the embassy bombing. Chinese officias continued to voice ther refusa to accept the
U.S. contention that the bombing was unintentiond, and periodically caled for a more thorough
investigation and punishment of those respongble for the blunder. These demands became less
drident and were not expressed as explicit preconditions to the resumption of norma Sino-
American rdations as they had been in mid-dune, when Undersecretary of State Thomas
Pickering presented the officid U.S. explanation of the series of mishaps leading to the bombing.

Helping to soothe China's anger about the embassy bombing was the agreement
between Washington and Beijing at the end of July to a $4.5 million settlement to compensate
the 27 people injured and the families of the three reporters who were killed. The Chinese were
gratified by the resolution of the issue of compensation to the victims, athough privately Chinese
officids noted that the government was peeved by the U.S. indgtence that its provison of
compensation was voluntary and did not represent an admission of liability on the part of the
United States. The two sides subsequently began talks to settle the Chinese and American
clamsfor damage inflicted on their repective embassy buildings and diplomatic compounds last
May. By contradt, these talks are progressing dowly, however, and an accord is not yet in Sght.

The votes taken in both houses of Congress in the second haf of July, overwhemingly
repudiating efforts to revoke Normad Trade Redations (NTR) satus for Ching, likdy dso
softened China's position and aided Chinese leaders seeking an exit from the diplomatic corner
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in which they had placed themsalves following the attack on the Chinese embassy in Belgrade.
The vote in the House was 260-170, a change of only four votes from the previous year. In a
vote of 87-12, the Senate even more resoundingly rejected a measure to compe
reconsderation of China sNTR gatus.

The outcome of the July 25 meeting between Secretary of State Maddine Albright and
Chinese Foreign Minister Tang Jaxuan on the margins of the ASEAN Regional Forum meseting
in Singgpore was mixed. There were some indications that Beijing redized the dangers of
keeping Sino-American relaions in a deep freeze, but these were coupled with reluctance to
return to the status quo ante. The centrd accomplishment of the meeting was the agreement
and forma announcement that the Chinese and American presidents would in fact meet a the
APEC summit in mid-September. In addition, the Chinese agreed to resume low-leve didogues
on sdective issues and promised to host visits by some U.S. under secretaries and assistant
secretaries and by State Department Director of Policy Planning Morton Halperin.

At the same time, however, China s foreign minister denied Albright’ s request to resume
the earlier practice of regularly granting permission for U.S. warships to make port calsin Hong
Kong. Tang aso reected the U.S. proposal to proceed with established bilateral dialogues on
arms control and wegpons proliferation and on human rights. Moreover, Tang indicated thet the
atmogphere was not conducive to reviving the talks on hammering out a bilatera accord for
Chind s accession to the World Trade Organization. In a press conference following the Tang-
Albright luncheon meeting, the U.S. Secretary of State attempted to put a positive spin on their
discussons: 1 would characterize this as an easing of tensons,” she stated, adding that she was
“quite satisfied with the restoration of communication.” But Albright admitted, “there are ill
subjects upon which we disagree and have to work out the arrangements.”

L ee Teng-hui Poses New Challenge for Sino-U.S. Relations

The July 9 statement by Tawan Presdent Lee Teng-hui describing Tawan and the
Mainland as having “at least a specid date-to-state reationship” crested both criss and
opportunity in Sino-American reations. The new formulation used by Lee Teng-hui suggesting
that the People’'s Republic of China and the Republic of China are at least a present two
Sseparate, sovereign states that should treat each other and be treated by the rest of the world on
an equa basis, evoked a harsh response from Bejing. China reminded Taiwan that while it
sought reunification by peaceful means, it would use force if necessary to prevent Taiwan from
becoming independent. With the 1995-96 precedent of Chinese bdligtic missiles launched into
the waters off Tawan 4ill fresh in the minds of Clinton Adminigration officids, concern in
Washington intengfied about the possibility of amilitary flare-up in the Taiwan Strait.

Some American anadyss worried that Jang Zemin, who appeared weakened
domegticdly after the NATO military operation in Kosovo and the U.S. attack on the Chinese
embassy in Belgrade, would heed PLA advice to use military force to punish Lee Teng-hui and
pressure the Taiwan president to retract his statements. Chinese experts on the United States
held a different perspective. They hoped that a swift U.S. condemnation of Le€'s statement
would not only prevent an ecaation of the crigs, but dso help American and Chinese officias
to focus on their shared strategic interests and accel erate the restoration of bilaterd ties.
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Senior Chinese leaders medting at their annud Beidaihe seasde retreat in mid-July
goparently decided to refrain from teking immediate military action agangt Taiwan, opting
ingteed to rely at least temporarily on diplomatic means to achieve their objectives. The officid
Chinese media launched a campaign of viscerd denunciation of Lee Teng-hui, while the Hong
Kong press carried scores of articles on PLA efforts to increase China s military preparedness.
At the same time, Bedjing looked to Washington to pressure Taipel to recant Lee€'s
characterization of Mainland-Taiwan relations as that between two equal sovereign states and
return to a“one Chind’ postion.

The U.S. government moved quickly to defuse the crigs in the Tawan Strat by
digancing itsdf from Lee Teng-hui’s formulatiion and waning China to act with restrant.
Presdent Clinton telephoned Jang Zemin to reiterate the strong U.S. commitment to a “one
China’ policy and dispel Chinese suspicions that there was a hidden American hand behind
Lee' s statements. According to Chinese press accounts of the phone cdl, Clinton said, “I want
to assure you that U.S. policy will not change; you should have full confidence in the statements
| have made to you in our previous meetings.” At the same time, Clinton signaed Jang tha the
U.S. would not countenance the use of force againg Taiwan. He adso endorsed the continuation
of cross-Strait didogue and urged the Chinese leader to send the Chairman of Chind's unofficid
Association for Relations Across the Taiwan Strait, Wang Daohan, to vist Taiwan in October
as planned.

Publicly, Presdent Clinton enunciated three pillars on which U.S. policy toward
relaions between Tawan and the Mainland is based: “one Ching” cross-Strait dialogue; and
peaceful resolution. He also dispaiched Assstant Secretary of State Stanley Roth and Nationd
Security Council Senior Director for Adan Affairs Kenneth Lieberthad to Beijing to provide
additional reassurances to China of the seadfastness of U.S. policy. Richad Bush, the
Chairman of the American Indtitute in Taiwan, was Smultaneoudy sent to Taipel to convey U.S.
concern about the potentialy destabilizing impact on stability in the Tawan Strait of Lee Teng-
hui’s remarks. To further signd its displeasure to Taipel, Washington delayed a Pentagon
mission to Taiwan that had planned to assess the idand’ s air defense needs,

The Taiwan Security Enhancement Act

The timing of Lee Teng-hui's statement coincided with new pressures from
congressona conservatives to take seps to srengthen the U.S. defense relationship with
Tawan. Proposed legidation by Senate Foreign Affairs Committee Chairman Jesse Helms (R-
N.C.) and Robert Torricdli (D-N.J), titled the Tawan Security Enhancement Act, would
permit expanded military sales to Taiwan, including air-to-air missiles, advanced radar, and an
advanced missle defense system. It would aso dlow direct communications between the U.S.
and Taiwanese military forces.

Tedtifying before hearings held by both the House and Senate, Adminidration officias
voiced strong oppostion to the legidation and urged Congress to avoid inflaming the dready
precarious Stuation in the Tawan Strait. Assstant Secretary of State Stanley Roth told the
Hems pand that passng the legidation “could risk a dangerous response from the other sde.”
Kurt Campbell, Deputy Assstant Secretary of Defense for Asan and Pacific Affairs, told the
House Internationa Relations Committee Asiaand Peacific Subcommittee that the new legidation
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was unnecessary because, “the Tawan Relations Act has succeeded in contributing to an
extended period of peace and prosperity across the Taiwan Strait and has promoted American
interests in the wesern Pacific for twenty years” In their testimonies to Congress,
Adminigration officids aso indicated concern about increased military flights over the Taiwan
Strait by both Tawan and PRC fighter jets that could lead to an inadvertent clash. “In light of
the on-going activity in the Taiwan Strait, we urge both sides to exercise caution and restraint as
ameans to minimize accidents and miscalculations,” maintained Dr. Campbell.

U.S. and Chinese Leaders Meet at APEC

In the first face-to-face meeting between the two presidentsin 15 months, the increased
tensons across the Taiwan Strait and Chind s entry into the WTO topped the agenda. President
Clinton reterated the U.S. “one China’ policy and told Presdent Jang that Lee Teng-hui’s
gatement had “made things more difficult for both China and the United States” But Clinton
also warned Jang that “there would be grave consequencesin the United States’ if Beijing used
force to secure sovereignty over Taiwan. Jang restated China' s podtion that while it prefers a
pesceful settlement with Taipel, the PRC will not renounce the use of force if Tawan declares
independence unilaterdly. The Chinese presdent dso urged Clinton to hdt ams sdes to
Tawan, emphasizing China s objections to consideration of new missile defense sysems for the
idand.

On WTO, the two leaders ordered their negotiators to resume talks aimed &t reaching
agreement on the terms of China's entry. They did not set a timetable for reaching an accord,
however. Clinton dso raised human rights concerns, in particular Beijing' s crackdown on Falun
Gong, a sect that was banned by the Chinese government in July. Jang termed Fdun Gong a
cult and gave Clinton several books about the organization.

Bilateral Dialogues and Military Contacts Remain Suspended

Following the meeting, senior officids on both sides characterized their talks in pogtive
terms, but they diverged on the road map for proceeding with development of bilateral relations.
NSC Adviser Sandy Berger described Sino-U.S. relations as “back on track,” and asserted
that the presdents discussion had provided a strong indication that the Chinese were prepared
to resume discussons on a range of other issues, from human rights to arms control and non-
proliferation. By contrast, Chinese Foreign Minister Tang Jiaxuan told a news conference at the
APEC forum that “the reaionship has been improved,” but he stressed that the bombing
remained unresolved and would continue to hamper the progress of rdations. “There is a need
for the U.S. side to do more concrete deeds to hed the scars the bombing incident has left on
the hearts of the Chinese people” he said. A Chinese diplomat in Washington privately
indicated that Beijing hoped for “greeter efforts by the U.S. government to improve relations,”
especidly on Tawan.

In the weeks following the APEC summit meeting, the Chinese continued to sgnd that
they were not yet reedy to restart the bilaterd didogue with the U.S. on proliferation of
wegpons of mass destruction. Privately, Chinese officids hinted that they were disstisfied with
the Clinton Adminigtration’ s refusa to publicly rebuke Lee Teng-hui for aggravating cross-Strait
tenson. By withholding cooperation with the U.S. on proliferation—a priority issue for the
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Clinton Adminigtration—Beijing hoped to pressure Washington to assume a tougher stance
agang Lee and force a return by Tape to a “one Chind’ podtion. Signs of willingness to
resume ties between the U.S. and Chinese militaries were dso absent, athough American
officids remained hopeful that these contacts would be restored shortly after the October 1
celebration of the 50" anniversary of the People’s Republic.

Prospectsfor WTO Accord Uncertain

The Clinton Adminigtration continued to work toward concluding an accord on China's
WTO entry before late November when the Geneva-based organization that determines the
rules for world trade is set to launch a new round of globa trade talks in Seettle. At the end of
the quarter, however, it remained unclear when or if Beijing would be ready to conclude a
bilaterd agreement on its accession to the WTO. In long awaited taks, Chinese Trade Minister
Shi Guangsheng met with U.S. Trade Representative Charlene Barshefsky in late September in
Washington, but their sessions ended without the announcement of any mgor breskthroughs.
Beijing's earnestness toward the taks was cdled into question by the absence from the
delegation of Long Yongtu, China's chief WTO negotiator. Also putting in doubt the priority
Chinais now attaching to findlizing an agreement was Shi Guangsheng's decision to shorten his
vigt to one day instead of two. The two Sdes agreed to meet again, but did not set a date for
resumption of their negotiations.

Completing a WTO ded remains possble, but is likely to prove politicdly difficult in
both countries. Although Beijing has not categoricaly taken off the table any of the terms that
were offered by Premier Zhu Rongji during his visit to Washington last April, it will be paliticaly
difficult to dick to a least some of them. At a time of growing economic difficulties in Ching,
Jang and Zhu are vulnerable to charges that they are making too many concessions to the
“number one hegemonist superpower.” Presdent Clinton has to keep in mind the implications of
the terms of aWTO ded for the Democratic Party and for Vice President Al Gor€e' s candidacy
for next year's presidentid race. Labor unions have been vocd critics of any trade ded with
China and some have withheld endorsements of Gore.

Policy Implications

More than four months after the accidentd bombing of the Chinese embassy in
Belgrade, Sino-American relaions have yet to return to norma. The reasons for this are not
clear. Continued Chinese cdls for a saidfactory explanation of the bombing and full
compensation in the wake of the presidents meeting in Auckland suggest that Jang Zemin may
gill be vulnerable to charges of being soft on the United States. Beljing's possble linkage of the
resumption of the bilatera diaogue on non-proliferation with U.S. handling of Lee Teng-hui’s
announcement of his*“ gate-to-gate’ formulation for cross-Strait rdations is an ominous sign that
the Taiwan issue has increasingly taken center stage as the litmus test of the U.S. commitment to
improve ties with China.

The dow and fitful resumption of Sino-American reations has unnerved U.S. friends
and dliesin the Asa-Pacific. At the APEC summit, perssting tenson between Washington and
Beijing and the new China-Tawan criss (as wdl as the unfolding criss in Eagt Timor) dl but
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overshadowed economic concerns, as regiona leaders considered the uncertainty in their
security environment. American officias are making concerted efforts to reassure regiond states
that the U.S. is ataching high priority to safeguarding regiond security. Until cooperdive ties
between Chinaand the U.S. are restored, however, the region islikely to remain nervous.

Chronology of U.S.-China Relations
July - September 1999

July 18, 1999: Presdent Bill Clinton cdls Presdent Jang Zemin on the “hot ling’ to raterate
U.S. commitment to a“one Chinapolicy,” following Taiwan President Lee Teng-hui’ s statement
that Tape’srelaions with Beljing should be “ specid state-to-date relaions”

July 20, 1999: The U.S. Senate votes to reject a motion to open debate on President Clinton’s
June extension of Chind s“Normad Trade Relations’ with the U.S.

July 21, 1999: Presdent Clinton discusses U.S. policy toward China and Taiwan at a press
conference. Envoys travel to Beijing and Taipe to manage the falout from Tawan Presdent
Lee Teng-hui’s cdl for cross-Strait relations to be put on a“specid date-to-state”’ bass.

July 25, 1999: Secretary of State Madeline Albright meets with Chinese Foreign Minister Tang
Jaxuan a the ASEAN Regiond Forum meeting in Singapore.

July 27, 1999: The House of Representatives renew trading privileges with China for another
year. The vote was 260 to 170 to reject a measure that would have ended the trade benefits.

July 30, 1999: The United States agrees to pay $4.5 million in damages to the 27 people
injured and the families of three reporters killed in the accidenta bombing of the Chinese
Embassy in Yugodavia

Aug 1, 1999: Chinatests new long range missile, the DF31.

Aug 2, 1999: The Chineseissue a“strong protest” to the U.S. for its announced plansto sl E-
2T early warning aircraft and F-16 fighter jet partsto Taiwan.

Aug 4, 1999: The Senate Foreign Relaions Committee holds hearings on S. 693, the Taiwan
Security Enhancement Act.

Aug 30, 1999: Director of Policy Planning Morton Haperin holds discussons in Beijing on
internationa security issues with Assstant Chinese Foreign Minister Wang Yi.

Sept 6, 1999: USNS Tippecanoe docks in Hong Kong, the firg U.S. naval vessd to do so
since the bombing of the Chinese Embassy in Belgrade.
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Sept 7, 1999: China gpproves Washington's nomination of former Pacific commander Admira
Joseph Prueher as the new UsS. ambassador to Bdijing.

Sept 11, 1999: Presdents Bill Clinton and Jang Zemin hold a summit meeting in Auckland,
New Zedand on the sddines of the annud Ada Pacific Economic Cooperation (APEC)
leaders meeting.

Sept 15, 1999: The House International Relations Committee Asa and Pacific Subcommittee
holds hearings on HR 1838, The Taiwan Security Enhancement Act.

Sept 27, 1999: Chinese trade minister Shi Guangsheng met with U.S. Trade Representative
Charlene Barshefsky to discuss China' s entry into the World Trade Organization.

Sept 30, 1999: State Department Director for Policy Planning Morton Haperin travels to
Bajing.



U.S.- ROK Relations
Is There Light at the End of the
Missile Tunnel?

By David Brown

he past three months have seen Washington and Seoul pursuing a full court press to

persuade North Korea to back away from apparent plans for atest of the Tagpodong Il

missile, which would increase tensions in Korea and destabilize the region. Fears of an
imminent test in July gave way to optimism that the September U.S.-DPRK taks in Berlin had
produced agreement on a “de facto moratorium” on testing. The coming weeks will show
whether that moratorium can be developed into something more concrete and lasting.
Meanwhile, South Korea's desire to develop its own 500 km range missile remains a possible
sore point, as do potentidly differing views on resolving the nava boundary dispute between the
North and South.

Focusing on the Missile I ssue

On July 3, the North-South Vice Minigerid taks in Bejing, which had been seen asa
hopeful sgn for North-South didogue, broke down with Pyongyang demanding that Seoul
gpologize for the losses inflicted during the navad clash south of the Northern Limit Line (NLL)
in June. With hopes of North-South dia ogue squel ched, the missile issue moved back to center
stage.

In late June and July, there was papable concern in Washington that Pyongyang was on
the verge of testing a Tagpodong |1 missle capable of reaching Alaska and possbly Hawaii.
The concern was reflected in lesks to the media in Tokyo, Seoul, and Washington. It was
fanned by repested assertions from Pyongyang of its “sovereign right” to conduct missile tests
and satdlite launches. A CIA report to Congress in September belatedly made public the
intelligence community’s concluson that Pyongyang was cgpable of testing a Tagpodong |l
missle a any time.

These concerns lead to a determined diplomatic effort to head off a test and to
encourage Pyongyang to respond positively to the offer of a more congtructive relationship that
former Secretary Perry had presented to Pyongyang in May. This diplomatic effort involved
both coordination of North Korea policy with Seoul and Tokyo, aswell as further contacts with

Pyongyang on the Perry proposals.

ROK President Kim Dae-jung's visit to Washington and Secretary Cohen's trip to
Seoul, both in July, were used to convey public unity while wrestling privately with how the alies
should respond if Pyongyang conducted ancther test. In addition to the bilatera consultations,
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the U.S-Korea-Japan Trilaterd Coordination and Oversight Group (TCOG) met twice.
Foreign Minigters Albright, Hong, and Komura met a the ASEAN Regiona Forum (ARF) in
Singapore, and President Clinton, President Kim, and Prime Minister Obuchi held atrilatera on
the margins of the Asa Pacific Economic Cooperation (APEC) meseting in Auckland. Thebasic
message was clear. The dlies offered Pyongyang more congructive relations and warned
North Korea not to conduct another Tagpodong missle test. However, the sgnds from Seoul,
Washington, and Tokyo about the consequences of a further test contained nuances of
difference, and it was not clear how the leadership in Pyongyang might interpret the somewhat
different sgnds.

The firg public hint of some flexibility in Pyongyang's postion came in an interview thet
Party Secretary Kim Yong Sun gave CNN in mid-August indicating that the missile issue might
be resolved through talks. However, the meaning of his remarks was clouded by a DPRK
Foreign Ministry statement that drew a disinction between missile tests, which could be
discussed, and North Kored s sovereign right to launch satellites.

A crucid round of taks was held in Berlin in September between U.S. negotiator
Ambassador Charles Kartman and DPRK Vice Foreign Miniger Kim Gye Gwan. When the
talks concluded on September 12, the two sides released a short statement saying they had
agreed to “preserve a postive amosphere’ in anticipation of further talks on missles and the
easng of U.S. economic sanctions. Subsequently, Presdent Clinton's Nationa Security
Advisor Samuel Berger announced that North Korea had agreed to “freeze’ its long-range
missile program during an extended period while talks continue. This produced a mood of relief
and even euphoria for some in Seoul and Washington who referred to the negotiating outcome
as an “agreement” and a*“ break through.”

On the understanding that Pyongyang was prepared to freeze its missle tests, Presdent
Clinton moved rapidly and announced on September 17 a very broad easing of economic
sanctions on North Korea-a move that had long been requested by Kim Dae-jung as part of
his “Sunshine Policy” of enhanced engagement with the North. A few days later, Pyongyang
mede itsfirst public reference to the Berlin talks when it issued a statement welcoming the easing
of sanctions but calling on the U.S. to do more. Subsequently, former U.S. Defense Secretary
William Perry, who returned to Asia for more consultations with dlies, said in Seoul that he
anticipated that within a few weeks Pyongyang would announce unilaterdly a moratorium on
missle testing. On September 24, the Foreign Ministry spokesman in Pyongyang stated that
North Korea would not test missles while talks with Washington continued. Administration
officias expected that negotiations will continue in the coming weeks with Vice Foreign Minister
Kim Gye Gwan and amore senior North Korean officia who is expected to vist Washington.

The public reaction in Seoul and Washington to these Sgns of possible progress on the
missile issue has been mixed. In Washington, consarvative critics of adminigtration policy have
agan charged that Pyongyang is being rewarded for threatening behavior. However, many
moderate voices in the Congress are willing to give the Adminigiration some time to demondirate
that its easing of sanctions will produce a hat of North Kored's missile program. Seoul has
officaly welcomed the Berlin undergtanding and a times daimed that Kim's Sunshine Policy
produced this progress. Outside government circles, the reaction in Seoul has been mixed and
concern has been expressed that once again the U.S. is monopoalizing talks with Pyongyang
while Seoul is Sddined.
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As if anticipating this criticiam, the Kim Adminidration had been engaged in a very
active diplomacy this quarter. In addition to Presdent Kim's vist to Washington, ROK-Japan
security bilaterds took placein Tokyo in July and the first joint exercises between the ROK and
Japanese navies were held in August. ROK Defense Minister Cho Sung-tae made the first ever
vigt to China in Augug, and Russian Defense Minister Surgeyev visited Seoul in September.
This diplomacy was intended in part to preempt potential charges that Seoul was agan
consgned to the Sddlines.

A Testing Moratorium, Why?

Adminigraion officids in Washington anticipate that negotiations with vigting North
Korean officids over the coming weeks will convert a “de facto” testing moratorium into a
forma North Korean commitment. To be acceptable in Washington, Tokyo, and Seoul, the
commitment will have to cover dl long-range missles and satdlite launches and address their
testing, development, and deployment. Whether and how that can be accomplished remains to
be seen. If it is what will account for Pyongyang's forgoing its “sovereign right” to test and
accepting limits on its missle prograns? Given the lack of access to Kim Jong Il and his
immediate advisors, the answer can only be guessed.

One school of thought is that North Korea has become addicted to the foreign
exchange and materid benefits it is recaiving through KEDO, food aid, the Kumgang mountain
tourism project, and other sources. Despite mixed signds from the dlies on how much of these
resources would be lost, Pyongyang may have concluded that the financid costs of further
testing would be subgtantia. With its economy il in dire draits, Pyongyang may not be willing
to risk logng these resources. Hence it is exploring what more it can obtain from agreeing to
defer or forgo further testing. Such thinking lies behind dams in Seoul that Kim's Sunshine
Policy can take some credit for the progressin Berlin.

Another view focuses on Pyongyang's security calculaions. It podts that Kim Jong 1l
has decided to explore whether more can be gained for North Korea's security through
negotiaions with Washington than through further missile tests. This would be consstent with
Kim's assumed drategy that normdizing raions with the U.S. is the key to improving North
Kored s bargaining pogtion vis-avis South Korea. It seems likdly that Pyongyang vaues the
lifting of sanctions primarily because they have been seen as a symbol of U.S. *“hodility”
towards North Korea, rather than because Pyongyang wishes to expand economic relations
with the U.S. In this view, Pyongyang prizes the lifting of sanctions because it is a step toward
improved relaions with Washington.

The degree of unity the alies digplayed and Washington's consstent advocacy of
Perry’s proposals were probably factors in Pyongyang's caculations. Clinton Adminigtration
officids say tha Pyongyang was surprised by the speed with which the decison to ease
sanctions was made and announced. As North Korea's missile test last year accelerated U.S.
and Japanese planning for theater missle defense, Beijing has a strong interest in North Korea's
postponing further missile tests. What influence Beijing may have exerted is unclear. Beijing's
decison to go forward with ROK Defense Minister Cho's vigt to Chinain the midst of intense
international concern over the missle issue probably raised questions in Pyongyang about
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whether Beijing could be counted on to support North Korea in a confrontation provoked by a
further missle tedt.

A moratorium is a sgnificant but reversble sep. A commitment to forego further testing
and deployment would be a much more serious decison involving mgor congdraints and costs
for Pyongyang. The North Korean military has devoted considerable effort and scarce financid
resources to developing these new capabiilities to deter what they perceive as Japanese and
American hodility. The erstwhile satdlite launch last year was trumpeted domegticdly as the
most sgnificant achievement under Kim Jong II’s leadership. Whether even a costly package of
economic benefits will be sufficient to judtify abandoning these mgor nationd priorities remains
to be seen.

Consequently, it is probable that the coming negotiations will see Pyongyang seeking
ways to preserve future testing options, such as exceptions for satdlite launches, testing systems
abroad (as they did with the Nodong), prolonging the moratorium without forma agreement, or
even a supervised teging regime. While these would not satisfy Washington, pursuing them
would be consgent with the North's past negotiating behavior and with the difficult decison
which acommitment not to test would involve.

Managing Other Bilateral | ssues

Despite differing priorities, Seoul and Washington have been remarkably successful in
pursuing mutualy consstent strategies toward North Korea.  Severd other issues have dso
required careful dliance management.

Foremost among these is South Korea' s desire to develop a 500 km range missle as a
deterrent againgt the intermediate range North Korean missile threat. President Kim raised this
issue, which had been smmering for severd months at the bureaucratic level, when he met
Presdent Clinton in Washington. While restrained in public, the U.S. government is troubled by
the regiond security and non-proliferation implications of a close aly deveoping weapons that
exceed the limits established for missile exports under the Missile Technology Control Regime
(MTCR). However, when Secretary Cohen visited Seoul in July, he committed the U.S. to
work with Korea toward a mutudly satisfactory solution. One round of taks was held in July
and another is expected in the near future. It appears that both sdes are seeking ways to
accommodate the other’ s concerns. However, no agreement has been reached.

Another source of grain has come from continuing North Korean pressure on the
Northern Limit Line (NLL) in the sea area west of the DMZ. After having been bested in a
nava battle in June, Pyongyang tried to use the Generd Officers Taks in Panmunjom to
demand that the U.S. agree to discussions on revising the NLL. Seoul and Washington
countered by saying the issue should be discussed between the North and South by
recondtituting the Military Commission cdled for in the North-South Basic Agreement of 1991.

Pyongyang refused that. Unable to get its way in Panmunjom, on September 2 Pyongyang
declared the NLL to be invalid, proclaimed its own verson of a sea boundary in tha area and
threatened that it would enforce its clamsin ways of its own choosing.



25

Seoul and Washington have been united in warning the North not to violate the NLL
and in their procedura suggestions, but beneath the surface some differences exist. Washington
views the NLL, which was defined unilateraly by the UN sde, asa practicd, rather than legdly
binding, arrangement and beieves Pyongyang's demand to discuss it is reasonable.
Consequently, rather than fully supporting the ROK position on the NLL, the U.S. has stated
publicly that jurisdiction over this sea area is subject to dispute.  Also, while warning the North
not to use force to chdlenge the NLL, some U.S. officids have said privatdy that there are
arguments under international law for, as well as againg, the dternative sea boundary proposed
by Pyongyang. These differences have not become significant issues in part because the
procedura wrangling has blocked serious discussion of theissue.

Aswould be expected during a period of intense concern over the possibility of another
missle tedt, little progress has been made on the Korean Peninsula Energy Development
Organization's (KEDO) Light Water Reactor (LWR) project. The Korean Nationa Assembly
finaly completed authorizetion for the Korean financia contributions to the LWR project in
August. The negotiations of the prime contract between KEDO and the Korea Electric Power
Corporation (KEPCO), which have been under way for two years, have not been concluded.
Consequently, KEDO had to make a further extension of the preiminary work contract so that
preparatory work could continue. KEDO has expressed the hope that the prime contract can
be concluded in time for construction to begin by the end of the year.

On the economic front, a much hoped for bilatera investment treaty (BIT) proved too
difficult for the Clinton and Kim Adminigrations to conclude. When Kim met with Clinton in
July 1998, he dtated this would be a priority for his Adminigtration, and U.S. officids saw the
treaty negotiations as atest of Kim's new open door policies. After dl, the U.S. has wanted this
for years but aways encountered deep resistance from ROK economic officids to meet the
stringent U.S. standards for aBIT. A ded was expected to be announced during the July 1999
summit, but even though officids broke through many logjams during the year of negotiations, it
was the motion picture indugtries in both countries that scuttled the ded. The issue? South
Korea's screen quota requiring theaters to show a minimum number of Korean films. The
American Motion Ficture Association lobbied heartily againgt the pact, and the concerted
efforts of trade officids to phase out the quota system met with such afanfare of criticism that he
had to back off. Although the two countries may try again, it is safe to say that this was indeed
not a test of Kim's new policies but a demondration of how powerful interest groups can
successfully push narrow agendas in any democratic market economy.

Policy Implications

The Berlin talks and subsequent developments have eased tensions in Koreg, at least
temporarily. Whether and how the current pause in North Korean missile tets can be
transformed into a mutualy agreed moratorium will depend on developments over the coming
months. The expected negotiations will not be trouble free, even if they are ultimaidy
successful.

The missle tedting issue is, however, only one dement in the comprehensve package
that former Secretary Perry presented to North Korea. Other elements include adherence to the
Agreed Framework on the nuclear issue, reaching agreement on North Korea missile exports,
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the reduction of tensgons dong the DMZ, and North-South didogue. Perry’s proposas and
Kim Daejung’s engagement policy will continue to present North Korea with a basic choice
between fearful isolation and reform and opening.

The decision to postpone missile testing does not imply that North Korea is prepared to
open up. Nor has there been any other sgnificant indication that Kim Jong Il is pursuing reform.
Hence, there is il little prospect that North Koreais yet ready for reconciliation with the South
and integration with the rest of Asa.

Seoul and Washington's ability to pursue mutudly consstent polices and to coordinate

closely with Tokyo have been impressive. Thisintensfied pattern of consultations bodes well for
the difficult negotiations and other chalenges that lie ahead.

Chronology of U.S.-K orea Relations
July - September 1999

July 2,1999: Clinton-Kim summit meeting in Washington; President Kim seeks support for
ROK development of a500km missile.

July 3,1999: North-South Vice Minigeriad Taksin Beijing end in recriminations.

July 26, 1999: DPRK Foreign Minigry datement appears to implicitly rgect Pery’s
proposals.

July 27, 1999: U.S., Korean and Japanese Foreign Ministers' joint statement on North Korea.
July 28-29, 1999: Secretary Cohen in Seoul for consultations; U.S.-ROK missile talks.

Aug 5-9, 1999: 6th Four Party Peace Talks, session ends without progress.

Aug 11, 1999: Daewoo creditors demand magjor corporate restructuring.

Aug 12, 1999: Korean Nationd Assembly authorizes funding for KEDO LWR project.

Aug 16-27, 1999: Ulchi FocusLens U.S-ROK military exercise.

Aug 18, 1999: DPRK Foreign Minisry datement indicates willingness to discuss missile
development, but reserves sovereign right to launch satellites.

Aug 23-25, 1999: ROK Defense Minigter Cho visits China
Sept 2, 1999: KPA gatement declares NLL to beinvalid, asserts new sea boundary.
Sept 7-12, 1999: U.S-DPRK taksin Berlin; agreement to maintain “positive atmosphere.”

Sept 12, 1999: Clinton-Kim-Obuchi meeting reaffirms cooperation on North Korean issues.



Sept 17, 1999: Washington announces easing of economic sanctions.
Sept 22-23, 1999: Secretary Perry in Seoul for consultations.

Sept 24, 1999: North Korea announces it will not test missiles while talks continue.
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U.S.-Russia Relations:
Thaw after Kosovo Marred by
Money-Laundering Allegations

Keith Bush

rom the nadir in U.S-Russan relations since the Cold War occasoned by the NATO ar

campaign againgt Serbia, a dow improvement in ties could be detected during this period,

even if Russa played the aggrieved party for dl it was worth. Then the money-laundering
scandd broke. The dleged involvement of Russa in the trandfer of billions of dollars through
U.S. banks, and claims of kickbacks to members of the Ydtsn family cast further shadows
over Russa's image in the U.S. and in the West. The quarter ended amid signs of partia
disengagement, further prompted by continued disagreement over a variety of arms control
iSsues.

Stepashin inthe U.S.

Buoyed by the anti-Western sentiment engendered by the NATO air campaign against
Serbia and the popularity of the June 12 dash for Prigtina airport, a hard-line and voca eement
of the Russian defense establishment maintained a harsh critique of the U.S. for weeks after the
Kosovo conflict ended. The rhetoric was toned down as preparations went ahead for the brief
vigt of the new prime minigter, Sergel Stepashin, to the U.S. at the end of July. Stepashin took
pat in a sesson of the Russan-American Commisson for Economic and Technologica
Cooperation, formerly known as the Gore-Chernomyrdin Commission and renamed the Gore-
Stepashin Commission. Reconciliation was a mgor theme of Stepashin’s speeches. The new
prime minister made a favorable impresson on his American hosts and generous praise was
lavished on him by interlocutors who did not know that he hed less than two weeks | eft in office.
How could they, when Stepashin himsdlf had no inkling of his brief tenure?

Thunder from the Military L obby

Anti-U.S. and anti-NATO diatribes continued to emanate from military spokesmen
even after the Stepashin vigt to the U.S,, and President Yetan felt obliged on more than one
occason to remind his armed forces that Russa's main security threet lay not in a large-scae
attack from the West, but from smaller conflagrations adong the country’s borders. Meanwhile,
friction surfaced between the Russian contingent on the ground in Kosovo and the troops of the
other peacekeeping powers.

Russian-Chinese Summit
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Towards the end of Augugt, Boris Yetsn made a rare trip abroad to Bishkek, the
capitd of Kyrgyzstan, where a Central Asan summit provided the venue for a Russan-Chinese
summit. On hisarriva, Y dtsn blurted out one of his unhelpful and dmost incoherent remarks to
the effect that he was fit and ready for a fight, and especidly with the “Westernizers” Foreign
Minigter Igor Ivanov interpreted this to mean that the president meant to criticize certain states
(just whom could he have had in mind?) for thair efforts to dominate world politics. Both Ydtsn
and Chinese |leader Jang restated their joint opposition to U.S. plansto deploy a nationd missile
defense system, and both attacked pardld efforts by Washington and Tokyo to develop theater
missile defense systems.

Money-Laundering Scandal: “ A Certain Invented Financial Scandal”

The money-laundering scandd burst upon an otherwise fairly quiet month of Augudt.
This gppeared to involve the transfer of many hillions of dollars from Russan sources through
the venerable Bank of New York. New and more pungent revelations surfaced, it seemed,
amogt every day, and aspersions were cast not only on Russian mobsters but also on principa
Russan banks, the Russan Centrd Bank, and on prominent persondlities up to and including
members of Ydtsn's naurd family as wdl as on “the Family.” It was further suggested that
money from IMF loans had been laundered through the same channes. This led to
congressiond hearings and to impassioned reviews of the sorry state of Ydtsan's Russa plus the
reopening of the long-playing debate on “Who lost Russa?’

Theinitid response from the authorities in Maoscow and from most of the Russian media
was to denounce the money-laundering charges as @) an atempt to besmirch the fair name of
Russia, b) a Republican trick to undermine Al Gore' s campaign for the presidency, or ¢) both of
the above. The head of the presdentid adminigtration, Aleksandr Voloshin, dismissed the
charges as “a certain invented financial scandd.” Towards the end of September, more specific
dlegations amed a Ydtdan's son-in-law, Leonid Dyachenko, surfaced that were taken more
serioudy by the Russan media

Other Bilateral |ssues

Russian Public Perception of America. A reputable public opinion research center
found that, whereas in March 49 percent of Russian citizens polled thought “badly” of the U.S,,
by August 49 percent had a positive view againgt 32 percent with a negative view.

No Movement in Arms Control. Arms control negotiations in Maoscow on
September 7-8 focussed on proposed U.S. changes to the 1972 ABM Treaty and on moving
forward START-3. Little progress was reported. Most Russian observers fdt that the current
Dumawould not ratify START-2, despite their government’ s urging.

Y2K Looms. Earlier in the year, the U.S. and Russian governments had agreed to set
up a joint team a NORAD in Colorado Springs to monitor possible fase darms of missle
attacks during Y2K. The Russan dde suspended this, dong with most other forms of
cooperation, to show their anger over Kosovo. The Y2K agreement was reinstated on
September 13. The U.S. authorities have been reluctant to help their Russian counterparts on
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other possible computer mafunctions. The reasoning goes that computer malfunctions in Russia
on January 1, 2000, are virtudly inevitable and, with conspiracy theories abounding, many in
Russia could attribute these mishagpsto U.S. assistance.

Dagestan and Chechnya. As amed incursions from Chechnya into Dagestan grew in
scope and intengity, and as federa security forces built up their strength along the border with
Chechnya, the Russan government line was that the struggle was not aimed at Chechnya or the
Chechens but againgt international Modem terrorigts. This played wdl in the U.S. and the EU,
and Wegtern criticiam of the Russan military buildup was muted. Pious hopes were aired that
excessive force would not be applied. In contrast to the voca public disapprovd of the War
with Chechnyain the early nineties, the Russian people largely support the current military action
due to a number of deadly gpartment building bombings the government cdams were
perpetrated by Chechen militants.

Partial Disengagement?

By the end of September, relations between Moscow and Washington had improved
appreciably from the low point reached over Kosovo. The dlegations over money-laundering,
however, provoked investigative reporters on both sdes, but particularly in the U.S,, into
digging up many related cases of skullduggery in the new Russa The congressiond hearings,
which garted in September and were carried through to October, brought new revelations and
evidence purportedly implicating members of the Y dtsan family. The charges might not stick, but
could further sour U.S-Russian ties.

With éections gpproaching in both countries, an dement of disengagement has st in.
No Gore-Putin Commisson is gpparently scheduled. The U.S. adminidration is defensive about
its record in Russia, and waiting for Yeltsn to go. There is no talk of any further U.S-Russian
summit before the parliamentary and presidentid dections in Russa (scheduled for December
19, 1999, and, probably, June 4, 2000, respectively). And the next Russian head of state (the
current favorite is Yevgeni Primakov) may not wish to invest much political capitd in mesting
with alame-duck U.S. president.

Chronology of U.S.-Russia Relations
July - September 1999

July 17, 1999: Prime Minigter Sergel Stepashin, on avidt to Sevastopol, orders the Black Sea
Fleet “to practice al measures to counteract. ..aggressive actions [Smilar to those] undertaken
by NATO forces againg Yugodavia”

July 25-28, 1999: Stepashin makes a generdly favorable impression during his brief vist to the
U.S, which includes a sesson of the Russan-American Commisson for Economic and
Technological Cooperation. The government newspaper Rossiiskaya gazeta opines “the amost
four month-long cold spell has been replaced by a thaw, a thaw so necessary for the world
climae asawhole”
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July 27, 1999: Referring to the U.S., Stepashin says. “We are entering the 21% Century. We
must enter it asfriends”

July 27, 1999: Stepashin warns of alooming “humanitarian catastrophe in the heart of Europe,”
if the U.S. and others maintain their opposition to aid for the Serbs while Slobodan Milosavich
remansin power.

July 27, 1999: Foreign Minigter Igor Ivanov dusts off Moscow’s cal for the cregtion of an
internationd order based “on the principles of a multipolar world.”

Aug 1, 1999: Roskhlebprodukt President Leonid Cheshinski recommends that Russia petition
the West for more food aid, asimports of 14-15 million tons of grain will be needed.

Aug 2, 1999: Duma Foreign Affairs Committee Chairman Vladimir Lukin reckons that there is
little chance of the Duma ratifying START-2 before January 2000.

Aug 3, 1999: Stepashin meetsin Moscow with Milo Djukanovic, the pro-Western president of
Montenegro, in another indication of Mascow's shift away from unconditiona support for
President Milosevic.

Aug 5, 1999: The Russan Defense Ministry announces that Russa will not take part in the
Partnership for Peace (PfP) Peace Shield-99 exercises.

Aug 9, 1999: Russan Presdent Boris Ydtsn fires Prime Miniser Sergel Stepashin after less
than three months in office and quickly names as his replacement VIadimir Putin, a former
intelligence officer. Y eltan endorses Putin as his candidate for presdent in next year’s dection.

Aug 12,1999: A network of internationa activists opens a drive to persuade Presidents
Clinton and Y dtsin to “stand down” 2,500 ICBMs on both sides during Y 2K.

Aug 25, 1999: On the eve of the Centrd Asan summit in Bishkek, Yetsin speaks to reporters
of his fithess and his readiness to do baitle with “Westernizers” In his helpful “darification,”
Ivanov says that the comment should be interpreted as criticism of certain states (read the U.S.
and NATO) for ther efforts to dominate world politics.

Aug 25, 1999: At the Yédtsan-Jdang summit within the Centrd Adan summit, both Sdes redtate
their joint oppogtion to U.S. plans to deploy a national missile defense system and to pardld
efforts by Washington and Tokyo to develop a theater missle defense system in Asa

Aug 27, 1999: Kremlin adminidration chief Aleksandr Voloshin warns the New York Times,
the Wall Street Journal, U.SA Today, and Newsweek to put an end to the “anti-Russan
campaign of dander” in connection with a* certain invented financid scandd.”

Sept 2, 1999: Ivanov promises that the government will press the Duma to retify START-2
when it reconvenes,

Sept 7-8, 1999: Two days of arms control negotiations in Moscow fail to bresk a deadlock
over changes that the U.S. wishes to make in the 1972 ABM treaty. The Russian sde dso
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reportedly proposes lowering ceilings for strategic warheads under START-3 to 1,000-1,500
and banning the deployment of sea-launched cruise missiles-both unacceptable to the U.S. side.

Sept 8, 1999: In a telephone conversation with President Clinton, President Y dtsn denies that
he or hisfamily had received kickbacks from the Mabetex firm.

Sept 12, 1999: Taks between Presdent Clinton and Prime Minister Putin in New Zedand
focus on the dleged Russian money-laundering scanda and on arms control.

Sept 13, 1999: The U.S. and Russa findize an agreement edtablishing a joint center in
Colorado Springs to monitor possible false darms of missile attacks caused by Y 2K.

Sept 16, 1999: U.S. Secretary of State Madeleine Albright warns the Russian government that
it risks loang U.S. support for multilaterd aid efforts-such as IMF loans-if it does not ensure
that funding will be properly used. She aso warns it against congdering the postponement or
cancdlation of upcoming parliamentary and presidentia eections.

Sept 18, 1999: Two Tu-95 MS “Bear-H” bombers show up on radar screens 200 miles from
the Alaska coast. U.S. F-15s scramble to intercept, but the bombers turn away. It is the first
such incident since 1993. The Russan Air Force expresses “surprise and regret” over the
attempted intercept.

Sept 23, 1999: Ivanov dates that commencing consultations on START-3 will hep the
ratification of START-2.



U.S.-ASEAN Relations:
Relations with Vietnam and the
East Timor Tragedy

Sheldon Simon

he maor event this quarter has been the carnage attendant upon East Timor's referendum

on independence from Indonesa Attempting to tread a thin line between supporting

Indonesia during its own politica trangtion while deploring the depredations of pro-
integration Indonesan army-backed militias in Eagt Timor, Washington findly joined a
unanimous UN Security Council resolution for internationa peacekeepers. Mixed relaions with
Vietnam aso festured prominently this quarter, with a new trade accord on the postive side
despite the persistence of frictions over human rights.

U.S.-Vietham Rdations

On duly 25, Vietnam and the United States initided a prdiminary draft of their firgt trade
agreement since Saigon's collapse in 1975. Along with a June decision to publish a state budget
for the first time and set up a stock exchange, it appears that Hanoi has decided to become
engaged in the world economy. Nevertheless, these changes will be very gradud. The draft
trade agreement gives Hanol up to eight years to phase in market-opening measures such as
tariff cuts. The ded seems more important for its symbolism than any dramatic effect on
Vietnam-U.S. trade. Vietnamese officids remain nervous about whether they can control thelr
economy once Western investment and free trade penetrate it.

Another sign of warmer relations was the early September inauguration of a new U.S.
Consulate in Ho Chi Minh City built on the Site of the old U.S. Embassy. It is anticipated that
the Consulate will issue 25,000 immigrant and 150,000 vistors' visas annudly, making it one of
the busest U.S. postsin the world.

Recently, in a reciproca gesture, the Pentagon agreed to open its archives for
Viethamese officids to examine records and maps for their search to find Vietnam Peoples
Army soldiers missng in action (MIAS) from the Vietnam war era However, Hanoi has yet to
fulfill a previoudy issued invitetion to U.S. Secretary of Defense Cohen for a vist, now twice
postponed. This reluctance highlights fundamenta policy dilemmas besetting Hanoi over the
desre to get America to hep strengthen Vietnam's security without antagonizing China, the
country’s powerful neighbor.

Findly, Vietnam continues to rall againg U.S. complaints about Hanoi’s human rights
practices, particularly the incarceration of people for their paliticad and religious beiefs. Hanoi
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views these U.S. complaints as an effort “to impose its laws abroad...a violation of fundamenta
principles of internationd rights and the equaity between nations”

TheEast Timor Tragedy and America’ s Response

Indonesiais a country of some 18,000 idands, containing people of disparate ethnicities
and languages, with reigions ranging from animism to Hinduism, Chridianity, and Idam--the last
making Indonesia the largest Mudim country in the world. East Timor, the eastern hdf of an
idand close to Audrdia s north, was the last component to become part of Indonesia. It was
forcibly occupied by Indonesian forces after the Portuguese colonia rulers abandoned their
colony of 400 years in 1975. The predominantly Roman Catholic East Timorese have ressted
Indonesian rule since the invason. With the exception of Audrdia and fdlow ASEAN
members, few countries have recognized Indonesian sovereignty over East Timor. Since 1976,
annud resolutions have been introduced in the UN Generd Assembly inggting that Indonesia
evacuate the territory.

Because of active anti-Indonesia guerilla activities, East Timor has been controlled by
the Indonesian armed forces ever snce the 1975 invasion, particularly elements of the Specid
Forces (Kopassus) and Military Intelligence. While Jekarta has invested around $2 hillion in the
idand’s development, the occupying military forged close links with those East Timorese who
wanted to be a part of Indonesia. These latter became the base for the pro-integration militias
that so ruthlesdy killed, looted, and burned both prior to the August 30 referendum on
independence and in its aftermath.

Psychologicdly and economicaly, the Indonesian military has been degply committed to
sugtaining its control over East Timor. Over the years, thousands of their felow soldiers have
been killed in battles with East Timorese pro-independence guerrillas. Moreover, many army
officers have put down roots on the idand and grown wedthy. They fear for their future in an
independent East Timor. Additiondly, both military and civilian drategigs bdieve that losng
East Timor would encourage other separatist rebdlions in Aceh, West Irian, Sulawesia, and
Ambon.

Although the United States never formaly recognized Indonesia s sovereignty over East
Timor, Washington did not actively oppose it ether. At the time of the 1975 invasion, then
Secretary of State Kissinger told Indonesian leaders that the United States would not object.

Indonesian President Habibi€' s sudden offer of an independence referendum in January
1999 was made without consulting the military, which responded by mohilizing and arming
irregular militias on Eagt Timor to intimidate the populaion through terror. When that failed,
these same militias, backed by regular Indonesian army forces, set out to leave behind a blasted
and barren land.
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The U.S. Dilemma: Indonesia’'s Strategic Importance versus Palitical and Human
Rights

For the United States, the East Timor tragedy presents a difficult diplomatic chalenge.
On the one hand, Washington is committed to helping the Habibie government through
economic recovery and political trandtion to the democracy promised by the June dection.
However, a new government will not be formed until the new legidature (MPR) convenes in
November, and the outcome of the legidative eection for a Presdent is unknown. Still, the
United States does not want to see the nationa political situation unravel for that could lead to a
military coup, the invalidation of the June eection, and new riots throughout the country.

On the other hand, Washington has been appalled by the depredations undertaken by
the military-backed militias in East Timor, aswell as Presdent Habibie's and Generd Wiranto's
ather unwillingness or inability to hdt them. During September, the Clinton Adminigration
moved gradualy but inexorably toward internationd intervention.

Prior to the August 30 referendum, Assstant Secretary of State Stanley Roth
condemned the militia violence, noting that Indonesia had an obligation under the UN agreement
to prevent violence both before and after the dection. Presdent Clinton sent a Smilar letter to
President Habibie. Another senior U.S. officid implied that nearly $50 hillion in economic
recovery loans from the IMF could be jeopardized if the killing did not stop. The Stuation was
particularly embarrassng for Presdent Habibie, for he had invited unarmed UN observers into
East Timor and subsequently proved unable to protect them.

By the end of the firs week in September, pressure was building for a full-fledged
internationad intervention. However, it was generdly understood that this would not occur
without Indonesian acceptance and UN Security Council gpprova. While the United States was
prepared to support an armed internationa intervention, it was equaly clear tha the Clinton
Adminigration did not want the U.S. to play a substantia role. U.S. forces were aready deeply
committed in Bosnia and Kosovo, and East Timor--on a far away idand--had little resonance
with the American public. Moreover, Washington did not want to jeopardize its relations with
Jakarta since Indonesid s stability as a whole was seen as more important than a breskaway
province. Therefore, the United States was pleased to leave the planning, military leadership,
and primary troop commitment to Audtrdia, adjacent to East Timor and concerned with the
dispostion of its neighbor.

Indonesid s open defiance of internationd opinion is particularly griking a a time when
it is dependent on billions of dollars of international aid to rescue its devastated economy.
Indeed, that congderation may have findly led President Habibie and Generd Wiranto to agree
to the internationd force even though that force would undoubtedly find evidence of Indonesian
military atrocities. On September 7, State Department spokesman James P. Rubin stated that
productive reations with the IMF now depended on Indonesia adopting a *“congtructive
approach towards ending the humanitarian disaster in East Timor.” Operationdly, that meant an
invitation to an internationa force.

Taking advantage of long-standing ties between the U.S. and Indonesian militaries, Joint
Chiefs of Staff Chairman General Shelton spoke with Genera Wiranto daily in the second week
of September to discuss plans for the remova of those Indonesia military (TNI) forces from
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East Timor dlied with the militias. At the same time, U.S. Nationad Security Adviser Sandy
Berger reemphasized Indonesia s strategic importance to the United States. However, the U.S.
hed little direct leverage on the Indonesian military after earlier Congressona aid cuts. The totd
military aid package to Indonesiafor 1999 was less than a hdf million dollars.

Jugt as Indonesia findly admitted it had lost control of the Stuation in East Timor and
grudgingly agreed to an internationa force, Presdent Clinton dated that Americals most
important concern was Indonesids democratic trangtion which, if successful, could “lift an
entire region” or “swamp its neighborsin a sea of disorder if it fails”

As Audrdia ssized the initiative to form a UN-gpproved internationd force in mid-
September, the United States dipped into a supporting role, offering air trangport for logistics
and other countries’ forces, satellite and airborne intelligence, and communications. While U.S.
pressure on Genera Wiranto may have been crudid in convincing him that the internationa
community would not accept anything less than full independence for East Timor, Audrdia
would lead the effort on the ground to restore order and coordinate the contributions of a dozen
countries to the peacekeeping force.

Meanwhile, in the hdls of Congress an old debate has been revived over whether the
United States should continue to provide advanced military educationd opportunities for
Indonesian officers. Led by Senator Jesse Hems, chair of the Senate Foreign Reations
Committee, opponents of the program argue that it implicates the United States in Indonesia's
military represson. Proponents of the program counter, however, that educational opportunities
for Indonesian armed forces officers in U.S. war colleges introduce them to the principles of
democracy and human rights as wel as the concept of military subordination to civilian
leadership. Moreover, the crucia persond relaions established between Generd Shelton and
Generd Wiranto years ago at Fort Bragg may have been indrumentd in Indonesas find
agreement to accept the peacekeepers.

Chronology of U.S.-ASEAN Relations
July - September 1999

July 3, 1999: Prince Norodom Ranariddh, president of the Cambodian National Assembly,
asks the United States to resume direct aid to the Government because “the democratic process
has pogtively developed in the country.”

July 14, 1999: After the seventh round of U.S.-Vietham human rights talks, Vietnam’'s Foreign
Minigtry complains that the United States is trying to impose its laws concerning politica and
religious freedoms on others. The statement came after the U.S. Sde presents Vietnam with a
ligt of prisonersit said are being held for their reigious or political beliefs.

July 15, 1999: The U.S. Senate earmarks $5 million in foreign military funds for the Philippines,
a gesture demondrating improved bilaterd military relations after the Philippine ratification of the
Vigting Forces Agreement.
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July 20, 1999: The World Trade Organization gpproves a compromise arrangement for the
sdection of its next Director, giving Mike Moore of New Zedand the firg three years and
Supachai Panichpakdi of Thailand the last three years of a sx year term. Many developing
countries were angry with the United States for dlegedly trying to block Mr. Supacha’s
candidacy.

July 25, 1999: Hanoi and Washington sign a preiminary verson of a trade agreement which
gives Vietnam eight years to phase in market-opening measures such as tariff cuts.

July 27, 1999: The United States urges members of the ASEAN Regional Forum (ARF) to
work for the relaxation of tensons in the South China Sea. Secretary of State Albright asks the
ARF to focus on diplomatic gpproaches to resolution because the recurrence of nava
confrontations portends “graver consequences” Secretary  Albright reiterates U.S.
condemnation of Burma' s ruling military regime.

Aug 11, 1999: Thailand urges the United States to engage Burma in anti-drug cooperation
rather than isolating the ruling State Development and Restoration Council.

Aug 12, 1999: A United Nations plan for ajoint war crimes tribuna in Cambodiato try former
Khmer Rouge leaders has Secretary General Kofi Annan sdlecting an independent prosecutor
and internationa judges, while the Cambodian government sdects Cambodia's judges. The
Clinton adminigration finds the UN plan promising but Cambodia baks at the plan’s provison
permitting more internationa than Cambodian jurigts.

Aug 16, 1999: The firg U.S-funded humanitarian de-mining training center is inaugurated in
Thailand. Training sessons lagt for ten weeks. The focus will be on removing mines from the
war-ravaged Cambodian border.

Aug 17, 1999: The United States opens a new consulate in Ho Chi Minh City--formerly
Sagon--nearly a quarter century after the American exit from the city at the end of the Vietnam
war.

Aug 26, 1999: Assgant Secretary of State Stanley Roth warns Indonesia about the
consequences of violence in Eagt Timor in the aftermath of the Aug 30 referendum. He reminds
the Government of its obligation under the UN agreement and rejects the idea of further splitting
East Timor into two zones.

Aug 27, 1999: Former Tha Prime Miniger Anand Panyarachun says that Thailand should
encourage China to play a greeter role in Asato baance U.S. influence. Domination by one
power, according to Anand, would digtort regiona poalitics.

Sept 2, 1999: Assstant Secretary of State Stanley Roth calls Indonesid s failure to control the
East Timor anti-independence militias “ unacceptable’ and states that international peacekeepers
may be the only way to gem the killing, looting, and burning.

Sept 7, 1999: Secretary of State Madeleine Albright dates that fully normdized reations with
Vietnam await improvements in Hanoi’ s human rights record.
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Sept 7, 1999: The State Department issues a statement on East Timor calling on the Indonesian
Government to end the violence or invite the international community to assst. The Clinton
Adminigration and the IMF dso threaten to suspend the aid that has kept the country
economicaly afloat if the violence in East Timor does not abate.

Sept 8, 1999: Charman of the U.S. Joint Chiefs of Staff, Generad Henry Shelton, speaks with
Indonesian commander Generd Wiranto about the latter’s plan to replace East Timor troops
aigned with the pro-integration militias.

Sept 9, 1999: Presdent Clinton demands that Indonesia accept an internationa peacekeeping
force for East Timor and offersto assst Audrdiain organizing it.

Sept 10, 1999: The White House freezes commercial arms sales to Indonesia expected to totd
$10 million. President Clinton now specificaly blames the Indonesian military for abetting the
militiaviolence

Sept 13, 1999: Presdent Clinton criticizes the Mdaysan government for jalling Murray
Hiebert, a Far Eastern Economic Review correspondent who wrote a 1997 article that
chalenged the objectivity of Maaysa stort system.

Sept 20, 1999: America s limited role in the East Timor internationd force draws criticism from
Japanese and Korean media as well as the president of the Philippine Senate who says thet the
United States is not as concerned with Asia as with Europe.

Sept 28, 1999: Secretary of Defense William Cohen begins avisit to Audtrdiaand Indonesiato
emphasize that continued financid ad for Jekarta depends on peace in East Timor.

Sept 29, 1999: Secretaries of Defense and State Cohen and Albright respectively warn the
Indonesian military not to support raids from West Timor into East Timor or risk the loss of
IMF and World Bank aid.



China-ASEAN Relations:
Beijing Plans for a Long-Term

Partnership and Benefits from
Anti-Western Sentiment

Carlyle A. Thayer*

uring the third quarter of 1999, Chinese diplomacy toward ASEAN and selected

Southeast Adan dates took a decidedly new turn. Bejing is now demondrating with

words and deeds that it can be a podtive and congtructive player in regiona security.
China moved to diffuse tensons in its relaions with the Philippines over disputed territory in the
South China Sea. China dso dispaiched police to serve in Eagt Timor with the UN Security
Council-sanctioned INTERFET (International Force East Timor). Finaly, China has continued
to give priority to four regiond states with which it earlier sgned long-term agreements. Brund,
Madaysa, Thaland, and Vietnam.

Diffusng Tensionsin the South China Sea

During the second quarter of the year, rdations between Beijing and Manila were
grained due to an assertive and vocd campaign by the Philippines to draw world attention to
the Chinese occupation of Mischief Reef and continued congtruction activities there. Manila
clamed that the Chinese presence was like “daggers pointing at the heart of the Philippines
national security.” Manila dso lamented the lack of support it recelved from its fdlow ASEAN
members.

In July, China's Minister of Agriculture, Chen Y ao-Bao, visted Manila for discussons
on possble joint projects with his Filipino counterpart, Edgardo Angara During the course of
the visgt Miniger Chen conveyed privately a Chinese proposa for bilatera cooperation in
disputed areas of the South China Sea amed a countering piracy and drug smuggling. This
message was interpreted publicly by Philippine officids as a proposd for joint nava patrols.
They expressed their support for the idea only to see China back off. Obvioudy the message
had been garbled.

Shortly after the minigter’s vigt, it was announced on 19 July that a Philippine nava
vessd, after firing warning shots, had chased, collided with, and sunk a Chinese fishing boat.
This was the second such incident in two months. Fortunately this event came on the eve of
ASEAN’s 32™ annua mesting and 6" ASEAN Regionad Forum. The Foreign Ministers of
China and the Philippines used this occasion to discuss the incident and prevent a deterioration
in bilatera relations. By the end of the quarter Filippino spokespersons were decidedly upbest
about diffusng tensons.
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ASEAN'’s Dialogue with China

During ASEAN’s 32" Ministerid Mesting in Singapore (23-24 July), ASEAN
reaffirmed support for its “one China policy.” This endorsement was a gesture of reassurance to
Chinawhich had reacted angrily to remarks by Taiwan's President Lee Teng-hui in an interview
with Deutshe Welle that ChinaTawan relaions should be consdered “specid date-to-dtate”’
relations.

During the ASEAN-China didlogue meeting in late July, Chinese Foreign Minister Tang
Jaxuan pleased ASEAN officids by pledging that China would be the first nuclear power to
sgn the protocoal to the Southeast East Asia Nuclear Weapons-Free Zone Treaty (aslong as it
did not cover Exclusive Economic Zones and continental shelves). In addition, Foreign Minister
Tang offered to serioudy consider a draft code of conduct for claimant states in the South China
Sea. The code of conduct, drafted by the Philippines and Vietnam, faced strong objections from
Maaysia when it was consdered by ASEAN senior officids prior to the ASEAN Minigerid
Meseting. The code of conduct was viewed as too legdistic and too much like a treaty. The
senior officids then referred the draft to a working group headed by Thailand for later
consderation.

Enhancing Long-Term Relations

During the first half of 1999, China Sgned a series of long-term agreements governing
bilaterd reations into the twentieth-first century with Brunel, Maaysa, Thailand, and Vietnam.
During the third quarter these agreements were given concrete expression. In July, the Supreme
Commander of the That Armed Forces visted Bejing. In August, China received the Prime
Minister of Maaysa and the Sultan of Brunel. China aso dispatched a senior delegation to
attend the fifth nationa congress of the Vietnam Fatherland Front in Hanoi. The following month
President Jang Zemin paid a ate vist to Thailand.

Malaysia. Prime Miniger Mahathir paid a three-day working vist to China from
August 18-20 to celebrate the 25" anniversary of the establishment of diplomatic relations and
to promote the development of bilaterd reaions. Premier Zhu Rongji honored his guest by
referring to him as “a good friend of China” Prime Minister Mahathir, for his part, thanked his
hogt for not devauing China's currency during the regiond financid criss and for China's
support of the Southeast Asian Nuclear Weapons Free Zone Treaty. In discussions on maritime
disputes, the two leaders agreed “that the South China Sea issue can only be resolved by
relevant countries involved, opposing any involvement and interference by any outside force”
This was a reference to statements by U.S. officids, such as Secretary of State Madeleine
Albright, that the United States “cannot it on the siddines and watch.”

During the vist a number of agreements were concluded. The Academy of Sciencesin
Maaysia, for example, signed cooperation agreements with the Chinese Academy of Sciences
and the Chinese Academy of Engineering. Other accords included agreements on Chinese rice
and Maaysan padm ail counter trade, ajoint venture for forest plantation and a pulp mill in East
Maaysa, and a new Maaysan consulate in Shangha. Three items were left on the table a
Bank of China request for a license to open a branch in Madaysa, and Maaysan requests to
open anew consulate in Kunming and a Proton car assembly plant.
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Brune. The Sultan of Brune visited Bejing immediatdy after Mahathir's visit and held
talks with Presdent Jang Zemin. During the vist a memorandum of understanding on cultura
cooperation was signed. According to a joint communiqué, both leaders “expressed interest in
exploring possble bilaterd cooperation in science, technology and defense” The Sultan
reiterated his support for a“ one China policy.”

Thailand. There were two notable developments in Sino-Tha rddions. In July,
Generd Mongkhol Amphonphisit, Supreme Commander of the Thai Armed Forces, visted
Beijing for discussons with Fu Quanyou, PLA Chief of the Generd Staff; Zhang Wannian, Vice
Charman of the party’s Centrd Military Commission; and Li Peng, Chairman of the Standing
Committee of the Nationa People’s Congress.

Of greater importance was the September vist of Presdent Jang Zemin. His stop over
on hisway to the APEC meeting in New Zedand was prompted by an invitation from the King
of Thaland. While in Bangkok, Jang ddivered a mgor speech on China's foreign policy and,
specificaly, relaions with ASEAN. In the course of his speech Jiang gppeded to common
bonds uniting Asians, a shared experience of exploitation during the colonia era and a shared
desire to overcome poverty and backwardness.

However, the thrust of Jiang's speech was to play on regiona concerns over nationd
sovereignty in light of NATO intervention in Kosovo, which was not sanctioned by the United
Nations. Jang argued, “Hegemonism and power palitics il exist and have even developed in
the internationa political, economic, and security fidds. The new ‘Gunboat Policy’ and the
economic neo-coloniaism pursued by some big powers have severdy undermined the sovereign
independence and the development interests of many small- and medium-sized countries, and
have threatened world peace and internationd security.” Asa, Jang argued, should base its
relaions on the Five Principles of the Peaceful Coexistence and the UN Charter.

In addressing China's relations with ASEAN, Jang reminded his audience of Chind's
monetary support to the IMF and its decison not to devaue its currency. He then went on to
dress, “China is ready to have in-depth discussons with relevant ASEAN countries on the
principles and ways of safeguarding peace and gtability in this region as well as in the South
China Sea. China respects and supports the Protocol to the Treaty on Southeast Asia Nuclear
Weapons-Free Zone.”

Vietnam. Bilaerd relations between China and Vietnam continued to improve steedi Ix
during this quarter. The China-Vietnam joint working group on the land border held its 15
meeting in Hanoi over a period of four weeks. Both sdes worked hard to reach agreement by
the end of the year in accordance with a deadline set by their party leaders earlier. Discussions
with officids in Hanoi in August reved that resolving the technicd detalls involving 76 disputed
areas may result in this deadline being put off until next year.

Meanwhile, cross border relations continue to develop pogtively. China has now
completed its de-mining efforts. Postal services have been restored between Lang Son province
and Guangxi. A border trade far was successfully held in Guangxi in September, while
congtruction on a bridge across the Nam Thi river between Lao Ca and Kehou has
commenced. During this quarter Vietnam sent delegations to China representing the Nationa
Assembly, Ho Chi Minh Communigt Y outh Union, Vietnam Union of Friendship Organizations,
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and the Vietnam Journdists Association. China, for its part, sent to Vietham delegations
representing the Chinese Communist Party Centrd Commission for Document Edition and
Research and the Chinese People's Political Consultative Conference, which attended the fifth
congress of the Vietnam Fatherland Front. During September, Vietnam sponsored a number of
public ceremonies to mark the 50" anniversary of the founding of the People's Republic of
China

This demondrates that relations between China and Vietnam have grown particularly
close during the past three months. Increasingly Vietnamese leaders are acknowledging that
Chinese reform efforts may provide some useful lessons for Vietnam. This development bears
close scrutiny as there are conflicting signds. In duly, Vietnam made mgor concessons in its
negotiations with the United States on a preliminary draft of a bilaterd trade agreement, and a
find agreement was expected at the APEC summit in September. Yet in September the
Politburo balked and no agreement was reached. Reports indicated that smdl scae Chinese
military incursons on Vietnamese territory may have been responsible for this turnaround.
Subsequent reports indicate that Chinese leaders may have persuaded their Vietnamese
counterparts to wait until China reached an agreement on trade issues with the U.S. before
proceeding. Both China and Vietnam need to reach agreements on trade issues with America
before they can join the World Trade Organization.

Policy Considerations

China s recent diplomatic initiatives amed a becoming a good regiond citizen are to be
welcomed and encouraged. For example, China's decision to provide a police contingent to
INTERFET is a positive contribution to regiona security. Other Chinese actions, however, if
not responded to, could undermine U.S. engagement in Southeast Asa. ASEAN's re-drafted
code of conduct must be kept open for accesson by non-clamant states that have a direct
interest in ensuring the safety of navigation in the South China Sea. Similarly, the United States
mugt give some urgency to finding a compromise solution regarding the protocol to the
Southeast Asian Nuclear Weapons-Free Zone Treaty. China should not be alowed to take the
‘high mord road’ on this issue. Findly, the United States must move decisvely to dispd the
notion that Kosovo represents some sort of model for western intervention in the Asia Pacific.

In Indonesia, Mdaysa, and to a lesser extent Vietnam, there is a growing anti-western
sentiment arisng from the impact of the Asan financid crissand NATO intervention in Kosovo.
It is fuded by reactions againg the Audrdian-led intervention in East Timor. American
reluctance to make a mgjor contribution to peace-building in East Timor runs counter to the
officid assertion that the U.S. will remain engaged in the region. The United States needs to
counter Chinese gppedls to outdated notions of state sovereignty and non-interference by
backing ASEAN asiit tries to overcome recent problems (enlargement and the financid crigs).
The U.S. needs to fashion a policy of support for a more proactive role by ASEAN in
addressing the region’s security concerns in Indonesia and East Timor. This means support for
ASEAN as it works out the principles of preventive diplomacy. The core of this renewed
commitment to ASEAN must stress good governance, accountability, democratic practices, and
human rights.

*The views expressed are the author’ s and do not reflect the policy or position of the Asia-Pacific Center for
Security Studies, the Department of Defense or the U.S. Government.
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Chronology of China-ASEAN Relations
July - September 1999

June 22 - July 22, 1999: The Vietnamese-Chinese joint working group on the land border
holds its 15" meeting in Hanoi.

July 1, 1999: Hor Nam Hong, Cambodia s Senior Minigter and Minister of Foreign Affars
and International Cooperation, vists Beijing for discussons with Premier Zhu Rongji.

July 6-7, 1999: Generd Mongkhon Amphonphisit, Supreme Commander of the Thai Armed
Forces, vidts Beijing for discussons with military and politicd figures.

July 10-14, 1999: Chind's Minigter of Agriculture, Chen Yao-Bao vists Manila to discuss
possible joint projects with his counterpart, Edgardo Angara.

July 15, 1999: Singapore Foreign Ministry issues a statement reaffirming its support for a“one
China policy.”

July 19, 1999: A Chinese fishing boats sinks in a disputed area after a collison with a
Philippine Navy ship.

July 20, 1999: ASEAN Senior Officids Meeting in Singgpore decides to refer a joint
Philippines-Vietnam proposa on a code of conduct for the South China Seaito aworking group
headed by Thailand for further deliberation.

July 23-24, 1999: 32" ASEAN Ministeria Mesting in Singapore.

July 25, 1999: Chinee Foreign Miniger Tang Jaxuan and Philippine Foreign Secretary
Domingo Siazon meet in Singgpore to discuss the anking of a Chinese fishing boat.

July 26- 28, 1999: Chinese Foreign Minister Tang Jiaxuan attends 6" ASEAN Regjiond
Forum, ASEAN Post-Minigterid Conference and ASEAN-China Didogue (10 + 1) in

Singapore.

Aug 3, 1999: Postd services between Lang Son province and Guangxi Autonomous Region
arerestored.

Aug 9-13, 1999: Cambodian Hedlth Minister, Hong Sunhuat, vists Beijing for discussons with
his Chinese counterparts.

Aug 18-20, 1999: Prime Minigter Datuk Seri Mahathir Mohamead vidits Beijing and holds talks
with Premier Zhu Rongji.

Aug 24, 1999: The Sultan of Brune vidts Beijing and holds bilaterd taks with President Jang
Zemin.
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Aug 27-28, 1999: Dedegation of the Chinese Peopl€' s Politica Consultative Conference, led by
its Vice Chairman Luo Hao Tsai, attends the 5™ National Congress of the Vietnam Fatherland
Front in Hanoi.

Sept 2-6, 1999: President Jang Zemin pays sate vist to Thalland. He aso visits Audrdia and
New Zedland.

Sept 3, 1999: President Jang Zemin delivers a mgor address a the Nationd Cultural Center
of Thailand on China s rdations with ASEAN, “Enhance Good Neighborliness and Friendship
and Build a Better Future Together.”

Sept 12-13, 1999: APEC Summit, Wdlington, New Zed and.

Sept 12-16, 1999: The 1999 Sino-Vietnamese Border Trade Fair is held in Fangchenggang,
Guangzi Zhuang Autonomous Region.

Sept 25-26, 1999: UN Commission on Human Rights, specid meeting in Geneva votes to set
up an inquiry to establish responghility for atrocities in Eagt Timor. China chdlenges vdidity of
the speciad mesting.



China-Taiwan Relations:
Washington Caught in the
Middle...Again

Gerrit W. Gong

alwan President Lee Tung-hui’s July 9 announcement that cross-Strait relations should be

handled on a “specid date-to-state” basis has strained dready shaky relations between

Beijing and Taipe and has the U.S. once again caught in the middle. Thisis especidly true
snce Chinese President Jang Zemin continues to identify “peaceful reunification under the ‘one
country, two sysems modd with Tawan” as one of the Manland's “cardind principles.”
Meanwhile, Beijing's ingstence on a full retraction makes it extremely unlikely that the planned
fal 1999 vist by the head of the PRC's Association for Relaions Across the Taiwan Strait
(ARATYS), Wang Daohan, will take place. One postive if unintended consequence of the
Tawan-generated criss was the incentive it provided to Chinese President Jang Zemin and
Presdent Clinton to put Sino-U.S. relations back on a postive track following the latter's
unequivoca re-endorsement of America's“one Chind’ policy.

Is Cross-Strait Dialogue Still Possible?

Preserving and broadening possible cross-Strait direct contact includes widening, not
narrowing, Bejing's willingness to ded with Presdent Lee Teng-hui and any of his possble
successors. Some in Beijing believe President Lee cannot be trusted and is therefore not worth
dedling with. But to smply wait until next March, May, or some other point after Taiwan's next
president is dected and inaugurated may place too heavy a burden on a new cross-Strait

beginning.

Clearly, a new cross-Strait dart is needed. But any new initiative must recognize that
Presdent Lee will likely continue to play a role as KMT charman and that his persond,
politicd, and inditutiond relationship with whomever succeeds him as Taiwan's presdent will
continue to be afactor in Taiwan's domestic approach to cross-Strait relations.

Tapea’'s Manland Affairs Council Chairman Su Chi announced that Taiwan would not
amend its congtitution, would not change its laws regarding its cross-Strait status, and would not
retract Presdent Lee's “specid date-to-dae” datement. Bejing's two conditions that
President Lee Teng-hui retract his “specid date-to-date rdaions’ formulation and that any
mesting he has with Wang Daohan be only in a party cepacity effectively postpones Wang's
Taiwan vigt at least until after the March 2000 dections.

Yet, a very dight crack in the door remains for an earlier vist. Following Tawan's
devadtating earthquake, Wang Daohan made a reief donation in his own name. This fues the
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speculative possbility that Wang could visit Taiwan in a persond, humanitarian capacity, giving
the two ddes of the Tawan Strait an important contact point before Tawan's eections. The
earthquake forces Taipel to re-build domestic infrastructure, and challenges (but in away Taipel
can likey meet) Tawan's short-term economic growth. Thus, for example, initid fears that
Tawan might be unable to supply contracted computer chips have been calmed.

Presdent Lee knows a successful Wang Daohan vist is essentid if the former truly
seeks to undertake the historic journey of peace dluded to in his inaugura address. (And that
journey could occur after Mr. Le€'s presidency, during his tenure as KMT chairman.) For this
and other reasons, Tape mugt think carefully and hard about how to assure that any Taiwan
vigt by Wang Daohan would be successful and that neither he, nor by extension President Jang
Zemin, would be embarrassed during or after such a vigt. Given the exigencies of current
domestic paliticsin Taipel and Beijing, the provision of such assurancesis no smple task.

Where Washington, Beijing, and Taipei would seem to share a common interest is in
Tawan Strait peace, prosperity, and stability. This requires preserving the dynamic framework
in which both sdes of the Strait consider themsalves in some way part of a sngle China (the
definition of which remains under discusson) and agree that their dynamic rdationship will not
be changed by force, by unilateral timetables for unification, or by unilatera declarations of
independence.

WTO: Sill Timefor aDeal?

If neither Beljing nor Washington overplays its hand, negotiations for the PRC to accede
to the World Trade Organization (WTO) on commercidly viable terms are 4ill possble this
year. Despite dour press reports, Sino-U.S. negotiations continue to pursue PRC WTO
accesson, with the expectation that any find agreement will gpproximate that negotiated during
Zhu Rongji’s April 1999 Washington vidt. While ratification schedules continue to be tight, it
remains possible for Chinato join the November 1999 Sedttle Minigterid.

At the same time, dthough Taipe has yet to findize its WTO accesson package, the
find details can be completed rdatively quickly. This means together Beijing and Taipel can
aoply for WTO accesson. The PRC will gpply first, with Taiwan seeking to follow in short
order. (It should be recalled that Taiwan seeks WTO entry as a customs union, not as a state.)

Paradoxicdly, the entry of both Beijing and Taipe into the WTO would facilitate the
formation of political codlitions necessary for Congress to amend the Jackson-Vanik legidation,
a criticd sep in the granting of permanent Norma Trade Rdations (NTR) satus (formerly
known as Most Favored Nation or MFN) to China. Taipe will aso need to protect its
economic and politica interests without exercising its exclusion option for this scenario to work.

U.S. Objectives

Washington currently has three objectives with respect to ongoing Tawan Strait
developments. Firs, Washington seeks to minimize any posshility that an accident or
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miscal culation across the Taiwan Strait becomes a flashpoint for confrontation, or escaates out
of control.

For example, such escdation could result from jet fighter games of “chicken” across the
demarcation line, or from chalenges to supply ships, or from exercises near or around offshore
idands. Should blood be shed on either Sde of the Strait, it would be difficult to deter escaleting
responses.  Happily, engagement patterns currently seem to reflect efforts to build margins of
safety, not Smply limits to tengon.

Second, Washington seeks to preserve and creste maximum opportunity, including
flexibility and congructive modus vivendi, for principled but pragmatic frameworks to be built
across the Strait and within Sino-U.S.-Taiwan relations.

Recognizing a common interes in Tawan Strait sability and in reducing possble
miscalculation over Tawan, Bejing and Washington have reestablished congtructive contact. In
their phone conversation and in their APEC mesting, Presdent Clinton and President Jang
reffirmed established postions. They have turned Sino-U.S. rdations in a more postive
direction and are doing so according to a more redigtic (and thereby potentidly more stable)
basis. This process clearly indicates that the U.S. is not behind, nor does it support, any direct
or indirect challenge to the basic assumptions of the cross-Strait status quo by either side.

Washington's third objective with respect to the Tawan Strait Stuation is to be
aufficiently engaged with both sides so as to preserve and advance U.S. interedts, including
cross-Strait stability and prosperity, but to do so in a way which reduces the risk of well
intentioned U.S. efforts contributing to a de facto cross-Strait mora hazard.

Cross-Strait mord hazard defines the potential tendency for those on ether or both
sdes to take more forward-leaning positions on the assumption that the United States can and
would re-establish gability if Beijing or Tape miscdculae in their rdations with the other.
Beijing or Tape might aso assart its political agenda with extra vigor and will to offset the
efforts of the other, or to resst percaeived U.S. rediraints. Such U.S. restraints might include the
U.S. commitment to a satus quo with which neither Beijing or Tape fully agrees, but each
would like to change on its own terms.

Beyond U.S. efforts to limit military miscalculation, Washington continues to discuss
whether or not U.S. efforts to explore even the concept of some form of interim agreement
could contribute to a de facto mord hazard. The U.S. commitment is to a process, not to a
particular outcome. The process is to be peacefully determined without coercion. The outcome
is thus assumed to emerge as some form of dynamic status quo, without ruling out cregtive
possibilities for unification, confederation, or commonwedth mutualy acceptable to the two
Sdes.

In this regard, Track 1l diplomacy, confidence building measures, and interim
agreements that reduce the influence of the most volatile dementsin the cross-Strait relationship
are worth exploring. Each of these options is potentidly both an gpproach and a possble
intermediate concluson. Thus, for example, some proposas would seek to limit any Tawan
declarations of independence and any PRC use of force. To be credibly enforced, such
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proposds may require internationa guarantees and monitoring, in conjunction with military
forces on both sides of the Taiwan Strait.

Some Track 11 diplomacy, confidence building, or interim proposas suggest finding a
modus vivendi for Tawan's greater internationd participation, including in economic, financid,
and humanitarian organizations that do not chalenge Bejing-Taipel agreements about the
politica limits to such participation. Yet, in each case, the question arises of whether or how
unintentiona moral hazard is created by the very process of seeking to restrict miscalculation or
to expand negotiating room for maneuver.

In summary, the U.S. seeks to avoid conflict, particularly through mishgp or
miscaculation, in the Taiwan Strait. The United States desires the presentation of the dynamic
framework that has fostered peace, stability, and prosperity in the Tawan Strait, even while
recognizing that democrdtization in Tawan, risng naionalism in China, and other factors make
the maintenance of such ddicate baances extremdy difficult. And, findly, the United States
seeks to be engaged in a necessary and congtructive way, according to U.S. anchor interestsin
the cross-Strait situation, which include avoiding the creation of any cross-Strait moral hazard.

Chronology of China-Taiwan Relations
July - September 1999

July 9, 1999: During interview with Voice of Germany, Presdent Lee describes cross-Strait
ties as” goecid date-to-state.”

July 10, 1999: Tawan's Straits Exchange Foundation chairman, Koo Chenfu, states “A
politica entity is a date, therefore, cross-Strait dialogue is a sate-to-state dialogue.”

July 12, 1999: U.S. State Department reiterates “one China’ policy.

July 13, 1999: Japan's foreign ministry says there is no change in Japanese government’s
position towards Taiwan.

July 15, 1999: Lee Teng-hui tells American Inditute in Tawan Director Darryl Johnson that
Tawan's policy towards China has not changed.

July 18, 1999: Presdent Clinton cdls Presdent Jang Zemin to reiterate the “one China’
policy.

July 23, 1999: ASEAN éafirms*one Chind’ policy.

July 25, 1999: Koo Chen-fu tels American Inditute in Tawan Chairman Richard Bush that
Tawan is gill committed to a democratic union with China.

July 29, 1999: Tapa’s Manland Affairs Council Chairman Su Chi explains to CNN thet the
“gpecid date-to-date’ relaions statement isto clarify the redity of cross-Strait Situation.
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July 30, 1999: Beijing's Association for Relaions Across the Tawan Strait (ARATS) rgects
Koo0's explanation satement.

July 31, 1999: Chinese marine police confiscates Tawanese boat.
Aug 2, 1999: Chinatests new inter-continental ballistic missile, DF-31.

Aug 11, 1999: Lee Teng-hui states, “It is good for state-to-state issues to make noise so that
the international community will understand Taiwan's Stuetion.”

Aug 17, 1999: Su Chi dates, “ The Sate-to-state issue is not the basis for the Koo-Wang talks.
If Chinawill accept it, Taiwan can negotiate the 3-links (podtd, ar, and shipping) issue.”

Sept 2, 1999: China promises not to use nuclear wegpons againg their Tailwanese compatriots.

Sept 9, 1999: Jang Zemin sets two conditions for Wang Daohan's vist to Tawan: Lee must
withdraw his cal for sate-to-date relations, and he must meet Mr. Wang only in his capacity as
the head of the ruling KMT.

Sept 11, 1999: Clinton and Jang Zemin meet in Auckland and reiterate their postions on
Tawan.

Sept 14, 1999: Tawan's Chief of Staff, Tang Y ao-ming, announces concerns over the growing
threat of a PLA compuiter, or information warfare, attack.

Sept 15, 1999: The U.S,, UK, and France tdl a UN committee they do not support putting
UN membership for Taiwan on the Genera Assembly’ s agenda.

Sept 16, 1999: The Clinton Adminigtretion states its oppostion to the Tawan Security
Enhancement Act, arguing that the legidation may wesken Tawan's security and impinge on
America s security.

Sept 21, 1999: A powerful earthquake, registering richter scde 7.6, hits Taiwan. Jang Zemin
expresses his condolences to Taiwan's people. Chinds Red Cross donates $100,000 to
earthquake victims. UN and World Bank officids say it is difficult to help Taiwan because they
do not recognize Taipei.

Sept 22, 1999: UN coordinging officids and humanitarian groups from 25 countries arrive in
Tawan. China Red Cross requedts thet dl aid efforts and organizations should get permission
from Bejing in advance,

Sept 23, 1999: Tape accepts Beijing's $100,000 but declines other aid. USAID donates
$25,000 directly to Taiwan Red Cross.

Sept 27, 1999: His Holiness the Pope asks the internationa society to help Tawan
recongruction. Jang Zemin expresses condolences again. Wang Daohan donates 10,000
Renminbi to Tawan victimsin his name.



China-ROK Relations:
Focus on Stability Despite
New Challenges

Scott Snyder

hina and South Korea marked sgnificant advances in officid economic, political, and
urity cooperation in the third quarter of 1999; however, the effects of increased people-
to-people exchange between China and South Korea have crested a mixed bag of
emerging chdlenges which may sgnd future difficulties in the rdationship. Mogt sgnificantly,
China and South Korea established security consultations between Defense Minigters and
Presdent Kim Dae-jung gave credit to counterpart Jang Zemin for playing a sgnificant role in
convincing North Korea to defer plans to pursue further long-range missile testing. However,
problems with illegd immigration to South Korea by ethnic Koreans from Northeastern China
and with illegd activities in China by South Koreans who have sought to respond to needs of
North Korean refugees both emerged as flash points for controversy.

South Korea's Active L obbying of Beljing to Deter A North Korean Missile Test

With the early summer heat wave that swept through Beijing, Pyongyang, and Seoul
came accompanying rumors and expectations that North Korea was preparing a follow-up to
its Tagpodong rocket launch of August 31, 1998. The event had caught North Korea's
neighbors off guard and catdyzed U.S. and Japanese joint development of the Thesater Missile
Defense (TMD) program, a development which China has publicly opposed. The prospect of
additiond launches by Pyongyang induced active policy consultations among the United States,
Japan, and South Korea as well as renewed diplomatic coordination efforts focused on
convincing Beljing to encourage Pyongyang not to move forward with another launch.

Seoul took the lead in gaining Chinese support for preventing additional North Korean
missile tests through its bilateral contacts with Baijing, including bilateral meetings between the
foreign minigers a the ASEAN Regiond Forum in July, an unprecedented vist to Beijing by
South Korean Defense Minister Cho Song-tae in Augugt, and findly the Jang-Kim summit
meeting held on the sddines of the APEC meeting in Auckland in September. In each case,
China provided circumspect assurances that China's influence would be used to urge North
Korea not to take actions that would undermine regiond gability. PRC Assstant Foreign
Minister Wang Yi in July urged both Koreas “not to do anything that would thresten peace and
dability.” Following North Kored's verbd pledge in Berlin not to pursue additiona missle
testing, Presdent Kim Daejung gave credit to China for playing a criticd role in convincing
North Korea not to conduct additional tests because of concerns that such actions might induce
Japan’ s rearmament.
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The August meeting in Beijing between South Korean Defense Minister Cho Song-tae
and his counterpart PRC Defense Minigter Chi Haotian may have been a particularly sdient
sgnd to Pyongyang of the potentid costs of causing additiond ingability or otherwise taking
actions that would drive China closer to Seoul. Although Cho's vist, coinciding with the seventh
anniversary of the normdization of ties between Seoul and Beijing, marked an unprecedented
symbolic step for South Korea toward the establishment of regular defense dialogues with each
of itslarger neighbors, Beijing remained unwilling to engage in joint exercises even in basic arees
such as search and rescue or humanitarian operations, perhaps out of deference to longstanding
military ties between Beijing and Pyongyang.

Seoul’s eagerness to cultivate a more active defense relaionship with China, however,
was on full display, most notably in the form of some provocetive public comments by Minister
Cho in alecture at the PRC's Nationad Defense College. Cho stated that the disposition of U.S.
forces following Korean unification “shdl be decided by unanimous agreement among
Northeastern Asan countries.” This controversa statement stimulated the opposition in South
Korea's Nationd Assembly to cdl for Cho's resignation, and represents a remarkable
departure from past assurances by President Kim Dae-jung that the presence of U.S. forces in
Korea would be a force for regiond stability even after Korean unification. Although Cho's
remarks were publicly contested by critics who are strongly supportive of a continued long-term
U.S-ROK security relationship, the fact that Cho has not resigned combined with South
Korean reticence to join the U.S.-Japan TMD project suggests that the parameters of debate
among South Korean security anadysts have broadened in recent years beyond the past near-
exclusive focus on the United States in careful consderation of Chinese interests and potential
influence on the Korean peninsula. This development must give Beijing some encouragement
concerning the prospects for a degpened long-term relationship with South Korea.

Beijing dso urged both Koreas not to take destabilizing actions as chair of the latest
round of Four-Party Talks in Geneva on August 7-11. Once again, there was little gpparent
progress in breaking the deadlock over North Korean demands for U.S. troop withdrawal as a
prerequisite for discussons on confidence building and tenson reduction measures or over how
to replace the Armigice Agreement with a permanent peace on the Korean peninsula
However, the meetings provided a pretext for continued urging of Pyongyang to desist from
further missile tests and to pursue negotiations to improve its relationship with the United States.
A previous round of U.S-DPRK discussons had dready occurred in early July in Beijing,
affording Chinese officids the opportunity to encourage moderation and continued didogue in
consultations with both American and North Korean officids. In addition, Beijing was the venue
in early July for a series of faled negotiations between North and South Korean officias over
the issues of fertilizer and divided families, issues that were overshadowed by the negative
atmosphere resulting from a North-South nava clash in mid-June in the West Sea. In early July,
Seoul weas findly able to achieve the long-hed objective of opening a consulate in the
Northeastern Chinese city of Shenyang, Liaoning province, where North Korea is adso
represented. The Chinese quid pro quo to North Korea was permisson to open a new
consulate in Hong Kong.

Sino-ROK Economic Rdations Continue To Advance
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A seadily expanding economic reationship has been the driver for continuing
improvement in Sno-ROK  relations since the establishment of officid relations in August of
1992. Bilatera trade has continued to grow amost 20 percent annudly to about $24 hillion in
1998. The Korean chaebols, once a model for China's economic development, now appear to
be a gark warning sign for the Chinese economic chalenges of managing reform of state-owned
enterprises, paticularly in light of Daewoo's falure in recent months. Low-cost competition
from Chinese exported goods had abated during the height of Kored's financia crisis in 1998,
with Korean dumping causing headaches in some Chinese indudtrial sectors such as the sted
indugtry.

However, the rapid continued improvement of the Korean economy and the
srengthening of the won have renewed China's export competitiveness against some Korean
products both internationally and in domestic markets. For instance, Korean-made TV's have
been virtudly shut out of the Chinese market due to the expanson of low-cost competitors; a
magor exception has been the Kumho Company, which has captured a large share of the
Chinese tire market. The Korean petrochemical sector was the short-term beneficiary of
increased orders from Chinese companies whose supplies had been affected by the Tawan
earthquake. Korean economic researchers continue to pay close attention to the possbilities of
Chinese currency devauation and its possible short-term implications for Korean economic
competitiveness.

Perhaps most dramaticaly, Korea has become a tourist destination for Chinese
travelers following the Chinese government’s lifting of restrictions on travel to Korea last May.
There were 30,786 Chinese travelers to Korea in the month of August, up 60 percent from the
previous year. This figure does not include a projected 999 Chinese couples induced by bargain
travel packages and the search for good fortune through numerology to teke their marriage
vows on Chgu Idand together on September 9, 1999. Korean tourism to China aso
rebounded from the financid criss to amost 100,000 in August, an 80 percent jump from
1998.

The Dark Side of Sino-ROK Exchanges:. Illegal Immigration

Problems with illegd immigration in Seoul that had abated with the loss of economic
opportunity and increase in unemployment that accompanied Korea sfinancid crissin 1998 are
renewing themsdves again this year, led by a sgnificant influx of ethnic Koreans from China
who have sought economic opportunities unavailable in the Yanbian Ethnic Korean
Autonomous Region or other aress of China More than haf of the over 120,000 illegd
immigrants in the first eight months of this year are ethnic Koreans from China. However, these
immigrants have found themselves swindled or cheated by Korean employers, unable to return
to China, and fearful of giff fines and deportation by Korean immigration authorities. Many have
found themselves seeking shelter in Korean churches, making ends meet while avoiding Korean
immigration authorities.

The plight of ethnic Koreans from overseas who have overstayed their visas has been
dramatized by the recent passage of a law in the South Korean National Assembly extending
ggnificant rights to ethnic Koreans from abroad to stay in Korea for up to two years or longer
without avisa. However, the law defines ethnic Koreans from oversess as individuas who have
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previoudy held citizenship in the Republic of Korea, founded in 1948, thereby excluding from
congderation ethnic Koreans abroad who may have been forced to leave Korea during the
Japanese colonid period. The law, originaly designed to attract investment from abroad at the
height of last year's Korean financid crigs, has been criticized for unfairly discriminating in favor
of Korean-Americans and againg ethnic Koreans from China who might only exacerbate the
unemployment difficulties in the Korean labor market. In addition, early drafts of the law that
defined rights of citizenship based solely on ethnicity had met with criticiam from the Chinese
and Russian governments, which may fear that such logic may in the future lead to attempts by a
unified Korea to annex ethnic Korean autonomous territories located in other countries.

South Korean Responseto North Korean Refugeesin Northeastern China

The flip 9de of ROK government difficulties with immigration of ethnic Koreans from
the Yanbian Korean Autonomous Region of China is the PRC government challenge in dedling
with a wide range of unofficid or illicit activities by South Korean citizens in China who have
responded to the needs of North Korean refugees on a humanitarian basis. It is widdy known
that scores of South Korean humanitarian and missionary groups have been operating to assst
in the care and feeding of North Korean refugees near the China-North Korea border. These
refugees are conddered by the PRC government to be illegd immigrants and must be
repatriated to North Korea according to China s treaty relationship with the North. However,
the Chinese government has turned a blind eye to many of the activities in the region in
recognition of long-standing family relationships among Koreans that extend across borders and
in humanitarian congderation of the enormous difficulties North Koreans have faced in meeting
their own food needs in recent years. Other congiderations may be avoidance of unnecessary
messures that might dienate relations between the locd and centrd governments in China and
the fact that such activities by South Koreans in China condtitute an additiond form of foreign
direct investment in China, usudly in the form of direct cash trandfers.

Two events in August and early September highlighted the sengtivities of unofficid
South Korean activities in the border region near North Korea. First, three South Korean
citizens-two pastors and a businessman--were detained for several weeks by PRC officias for
extengve quegtioning in connection with illicit activities induding provison of shdter for North
Korean refugees in the region. The PRC government waited severa weeks before officidly
informing the South Korean government that these three South Korean citizens were in custody.
There were criticisms in the South Korean media that the ROK government had not adequately
responded to reports of the detention of these South Korean citizens for fear of irritating the
PRC government.

Second, a petition drive in South Korea led by nongovernmenta and religious groups
associated with the National Council of Churches sought 10 million signatures requesting that
the United Nations grant North Korean refugees in China with officid refugee status. PRC
Ambassador to South Korea Wu Dawel, a a sesson with academics and journdigts, argued
that “South Korean media dub these people as defectors but | do not view them as refugees.
They suffer no political restraints in their own country. The United Nations dso reached a
conclusion that these people cannot belong to the category of refugee. . . The issue is about
what happens between China and North Korea. Beijing and Pyongyang have the capacity to
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handleiit. If you adopt a method which further complicatesiit, it would do no good to any of the
partiesinvolved. . . Thisisanew interventionism. We have to guard againg such atrend.”

Ambassador Wu's comments incited demondrations by South Koreans, editorid
comments, and coincided with the issuance of new reports by a South Korean Buddhist relief
group known as Good Friends documenting the lack of lega protection available to North
Korean refugees who would face political retribution if they were to return to North Korea.

The South Koreen government faces the dilemma of how to manage effective
cooperation with the PRC government while aso responding to increasing domestic pressure
for a more activist government role in responding to human rights issues connected to North
Korea that may contradict Chinese interests. In response to the public outcry and expectation
that the South Korean government would take a more active stand on this matter, it has been
reported that the government is examining ways to more actively respond to needs of North
Korean refugees in the region. The controversy underscores the growing extent of involvement
and interest of South Korean nongovernmenta groups in the border region and the sengitivities
of the PRC government to any activities undertaken that may be perceived as a chalenge to
issues of nationa sovereignty.

Broadening Multilateral Cooperation Including China

The South Korean government under Presdent Kim Daejung has continuousy
emphasized the need for multilatera cooperation in addressing regiona security and economic
issues. It islikely that such efforts will continue to gain attention and that South Korea will make
efforts to convince China to relax its cautionary stance toward multilateral cooperation
didogues. Indeed, Prime Minister Kim Jong-pil has actively supported the principle of sx-party
didogue on regiona issues in both Tokyo and Beijing, and Presdent Kim Dae-jung has aso
indicated that a regiona security dialogue would be desirable but should not be designed to
replace or to address the issues that are the subject of the ongoing Four-Party Taks, involving
the United States, China, and the two Koress.

In the context of the ASEAN Regiond Forum, then-South Korean Foreign Minister
Han Sungjoo took the initiative of proposing a Northeast Asan Regiona Security Didogue as
early as 1994, and President Roh Tae Woo made a smilar proposd in a speech to the United
Nationsin 1988. For the time being, China appears to enjoy the fact that the Four-Party Taks
exclude Russia and Jgpan from significant roles, however, other pressing regiona security issues
including missile proliferation and the need for regional economic and environmenta cooperation
may open the way for broader didlogue forums & some point in the future. Other dialogues
involving regiona economic or energy cooperation continue, abeit at a dow pace. For instance,
Korean companies are involved with Russan and Chinese counterparts in assessng the
feasbility of anatura gas development and pipeline congtruction project centered in Irkutsk.

The Sino-ROK Réationship and U.S. Interests

South Korean Defense Miniger Cho's comments in Bajing—-in effect offering China
veto power over a continued U.S-ROK defense relationship post--Korean reunification no
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doubt must have raised more than a few eyebrows among Pentagon defense andysts. While it
would be worth knowing whether Cho's comments were a verba gaffe or whether they
represent a growing minority within South Koresl s defense establishment, there is no reason for
U.S. government officias to overreact to such comments. However, there are severa lessons
contained in the statement that U.S. defense planners would do well to heed. Firdt, there is no
pre-ordained guarantee that a U.S. forward deployed presence on the peninsula will survive
Korean reunification, and long-range planning should take into account the full range of
possihilities rather than be caught short in the event by inaccurate assumptions or straight-line
projections. Second, it is likely that Seoul will be extraordinarily wary of taking sides or getting
caught in the middle of any confrontation between the United States and the PRC, particularly
as the Sino-ROK ' economic rationship continues to grow. Third, the best policy for deflecting
enticements from Beljing to Seoul that may weaken U.S-ROK security cooperation is to
maintain arobust U.S.-ROK dliance coordination in pursuit of common security interests.

Although the plight of North Korean refugees has not gained widespread attention in the
U.S. media, afew dedicated humanitarian reief NGOs such as Mercy Corps are being joined
by the emergence of new advocecy efforts through formation of NGOs representing the
Korean-American community. This development may have politica implications in the future as
Korean-Americans seek to lobby members of the U.S. Congress who share interests in food
relief and in human rights. As part of its humanitarian policy, the U.S. government should not
only focus on providing food aid inside North Korea but should dso forge closer cooperation
with both South Korea and China in developing an effective response to the plight of North
Korean refugees in Northeastern China. If cooperation through the United Nations High
Commission for Refugees is not acceptable to the Chinese government, other arrangements
should be undertaken to help those North Koreans who have neither legd rightsin Chinaor any
choice but to stay out of North Korealif they are to have a chance of survival.

Chronology of China-ROK Relations
July - September 1999

July 3, 1999: Inter-Korean talks in Beijing over fertilizer and family reunions bresk down.

July 8, 1999: South Korean consulate opens in Shenyang, PRC, after seven years of
negotiations.

July 24, 1999: South Korean Foreign Minister Hong Soon-young asks PRC Foreign Minister
to help deter North Korea from test-launching another missile at a meeting prior to the ASEAN
Regiond Forum in Singgpore.

Aug 7-10, 1999: Sixth round of Four-Party Talks held in Geneva

Aug 12, 1999: ROK Nationd Assembly bill on the visaand legd status of ethnic Koreans with
foreign citizenship passes.

Aug 21, 1999: Three South Koreans are detained in Northeastern China by the Chinese
government, alegedly for asssting North Korean refugees.
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Aug 22, 1999: Three ethnic Koreans from China, supported by 62 Korean civil groups,
petition Condtitutiona Court protesting inequality of new bill on visa and legd datus of ethnic
Koreans with foreign citizenship.

Aug 23, 1999: ROK Defense Minister Cho Song-tae meets with PRC counterpart Chi Haotian
in Beljing and cals for Chinato play a bridging role between North and South Korea by helping
to persuade North Korea to abandon its missile launch program.

Aug 24, 1999: Seventh anniversary of diplomatic normaization between South Korea and the
PRC.

Aug 25, 1999: ROK Defense Minigter Cho Song-tee dtates at Nationa Defense College in
Beijing that U.S. force presence in a unified Korea “shdl be decided by unanimous agreement
among Northeast Asan countries.”

Aug 26, 1999: Sixty-three opposition Grand Nationa Party lawmakers demand the dismissd
of Defense Miniger Cho Seong-tae over his remark that the presence of the U.S. Forces
Koreamay be subject to negotiation between neighboring countries.

Aug 26-31, 1999: Chinese Civil Affars Miniger Duo J Ca Rang arives in Seoul for
consultations on cooperation in socia welfare and prevention of natura disasters.

Aug 30, 1999: Korean Buddhist group Good Friends releases report estimating 140,000-
300,000 North Korean refugees in Northeastern China are facing severe human rights
difficulties due to non-recognition by the Chinese government of their refugee satus.

Aug 31, 1999: Presdent Kim Dae-jung cals on the government to work out measures to
provide ethnic Koreans in China and the former Soviet Union benefits equivdent to those
provided under law to other ethnic Koreans from abroad.

Sept 3, 1999: PRC Ambassador to South Korea Wu Dawel addresses academics and
journdigts a the Korea Press Foundation, criticizing South Korean civic groups for launching a
petition drive urging the UN Commission on Human Rights to declare North Korean escapees
in the PRC to have refugee satus.

Sept 8, 1999: South Korean civic group members, including 100 North Korean defectors, raly
in front of the Chinese Embassy to protest PRC Ambassador to South Korea Wu Dawe’s
criticisms of South Korean interference with Chinese trestment of North Koreans caught in
Chinese territory.

Sept 11, 1999: Presdent Kim Daejung meets with PRC Presdent Jang Zemin on the
sddines of the APEC summit meeting in Auckland, New Zedand.

Sept 20, 1999: Presdent Kim Dae-jung, in meeting with former presidents at Chongwadae,
credits Chinawith playing a crucid role in convincing North Korea from firing another missile,



Japan — China Relations:
Progressing, but Still Facing
History

James Przystup

n contrast to Jang Zemin's heavy emphasis on the lessons of history during the November

1998 China-Jgpan Summit, Japanese Prime Minister Keizo Obuchi’s July 8-9 vigt to China

focused on the present date of the relationship. Japan’s defense policy and World Trade
Organization (WTO) negotiations took center-stage. During the summit, Chinese and Japanese
negotiators reached agreement on China s bilateral WTO accession agreement. Shortly after the
summit, on July 30, Japan and China sgned a Memorandum of Understanding with regard to
degtruction of the chemica wegpons left behind in China by the Imperid Army.

Yet, during this quarter, issues related to security (missile testing and missile defense),
sovereignty (the Senkaku Idands), palitica culture (the Diet’s passage of legidation on Japan's
flag and nationd anthem), and history (the surfacing of a debate over the future of Japan's
Y asukuni Shrine), pointed to continuing trouble spots in Japan’ s reations with China.

Japan-China Summit

On duly 8, Jgpan's Prime Miniger Keizo Obuchi traveled to China for the second
Japan-China Summit in just over saven months. In the interim, severd key events had transpired
-- the Japanese Diet had passed legidation to implement the new Japan-U.S. Defense
Guiddines, raisng questions in Bejing about their gpplicability to Tawan, and North Korea
appeared to be readying a replay of its August 31, 1998 missile test, moving Tokyo to ask
Beijing to exercise a redraining influence on Pyongyang. Both Tokyo and Beijing had been
working on concluding bilateral negotiations over China s entry into the WTO.

Thus, the July meeting proved a timely opportunity for the two countries to discuss
important security and economic issues.

Security Issues. Prime Miniger Obuchi emphasized to China's Prime Miniger Zhu
Rongji that Japan’s security policy would continue to center on the defense of Japan, that Japan
remained committed to its three non-nuclear principles, and that it will not become a military
power. There would be no change in these fundamenta policies. He explained that the
Guiddines, the implementing legidation corresponding to the defendve purposes of the Japan-
U.S. Security Treaty, and Japan's own nationd interests would determine whether a “Situation
in the areas surrounding Japan” had occurred and how the implementing laws would be gpplied.
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At the same time, friendly relaions with China would be viewed as one of Japan's
important nationd interests, epecidly in relaion to the development of Japan's defense policy
and the application of the Guidelines implementing legidation. As for Tawan, Jgpan’'s position
remained unchanged and as expressed in the 1972 Communique normdizing relations between
Tokyo and Beijing; namely, thet there is one China.

Zhu reiterated Beijing’s position with respect to Taiwan and stated that the gpplication
of the Guiddines to Taiwan would be unacceptable to China. Beijing would continue to watch
carefully Japan’ s concrete actions.

Obuchi also made clear Japan’s commitment to work toward normdization of relations
with North Korea and to enhance stability on the Korean Peninsula. He expressed Japan's
support for former U.S. Secretary of Defense William Perry’s comprehensive approach to
North Korea but cautioned that Pyongyang's launch of a second long-range missile would result
in ggnificant deterioration of North Koreda's relations with Japan, the U.S,, and South Korea
Given Chind s long-standing relations with North Korea, Zhu answered that China would do
what it could. Also during the summit, Li Peng told Obuchi that, if the opportunity presented
itsdlf, he would communicate Jgpan’' s views to Pyongyang.

Chinese military and maritime research ships entering Japan's territorid waters and
operating in waters close to Japan was dso raised. Foreign Minister Komura found such
incidents regrettable and asked Beijing to ded with the Stuation responsibly. The Chinese
responded that an exclusve economic zone had yet to be defined by agreement of the two
governments, and that the presently claimed line was smply a maiter of Jgpan's unilatera
demarcation.

Economic issues. The mog sgnificant achievement of the summit was the concluson
of the long-running negotiations for a China-Japan bilateral WTO accesson agreement. From
Tokyo's perspective, Chind's entry into the rule-based trade regime of the WTO would
facilitate Jgpan’s access to the China market, increase transparency, and acceerate China's
integration into the internationad economic system — dl long-term Japanese drategic interests
with respect to China. In Beijing, Obuchi expressed the hope that the conclusion of the Japan-
Chinabilaterd agreement would speed the conclusion of the U.S.-China bilateral agreement.

History. Jang Zemin's repested references to history during his November 1998 vist
generated an immediate and negative public reaction in Japan. The Chinese made clear their
intention not to highlight the issue during the Obuchi vigt. At the end of his meeting with the
Prime Miniger, Premier Zhu amply noted that individuas remain in Jgpan who glorify war and
deny the facts of Japan's aggression, thus wounding the Chinese people. Zhu hoped that the
younger generation would be well educated about the past.

Post Summit Japan-China Relations
Environment. On July 30, the two governments reached agreement on a

Memorandum of Understanding with regard to the destruction of chemica weapons |eft behind
in China by the Imperid army. Under the terms of the agreement, Japan assumed dl financia
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and technical, expert, equipment and facilities costs associated with the destruction of the
wegpons, which will be carried out in China.

Missiles. Missles and missile tests developed as centrd issues in the July-September
period. As noted above, Obuchi raised the issue of North Korea's missile testing at the July
summit. Throughout the summer, Pyongyang's threstened missle test became a focus of
Japanese diplomacy and a preoccupation of Japan's media. At the July 26-27 mesting of the
ASEAN Regiond Forum, Foreign Minister Komura met with his Chinese counterpart, Tang
Jaxuan, and secured his support for the inclusion of an expresson of concern with respect to
North Korea's threatened missle test in the Chairman’s closng statement. Smilar Japanese
representations were made to Chinese counterparts at the September APEC mesting in
Auckland, New Zedland.

Even as China expressed support for Japanese concerns about North Korea and its
intention to support the ASEAN proposa for a Southeast AsSa nuclear weapons-free zone, on
August 2, Beijing announced the test of its own mohbile ICBM, the DF-31. Beljing's defense of
the test as aright of sovereignty and as a measure to defend Chind s territorid integrity sounded
to Japanese ears remarkably smilar to the claims Pyongyang was advancing for its own right to
test. Anticipating the reaction in Japan, Chinese officials pointed out that the DF-31 test took
place within China's sovereign territory, thereby differentiating it from North Korea's August
31, 1998 test over Japan --the likely route of the then threatened te<t.

The Chinese logic proved unavailing in Tokyo, where the government made clear that in
the midst of internationa efforts to reduce armaments, China s test could not be welcomed. The
Japanese media found China's recent policy statements at the ARF about North Korea's
missiles and its own actions inherently contradictory. More to the point, they argued that
China's test would only serve as pretext for North Kored's threatened test and complicate
diplomatic efforts to restrain Pyongyang. On August 5, the Asahi Shimbun ran a scathing
cartoon, which featured a Chinese rocket launching from Jang Zemin's open mouth while in the
background Prime Minister Obuchi and President Clinton worriedly point to Kim Il-sung who
was winding up to launch his own rocket. The caption read, “Is the mouth, that sngs of
disarmament, the mouth that launches missiles?’ In Japan, the launch resurfaced references to
“the China threet.”

Missile Defense. Less than two weeks later, on August 13, the Japanese government
announced the exchange of officid documents with regard to Japan's participation in Theater
Missle Defense (TMD) research with the United States. And on August 24, Japan’s Defense
Agency submitted a budget request for fiscd year 2000 to fund Japan's participation in TMD
research.

From August 30 to September 4, a PLA ddegation visited Jgpan. During the vist,
Japanese and Chinese military officers discussed issues relating to both TMD and Japan’'s new
Defense Guiddines. The vist was viewed as advancing the prospects for a resumption of
bilatera military-to-military didogue. In early September, Tokyo and Bejing announced the
resumption of director-level taks between defense and foreign ministry officids, the first such
meeting in close to two years. On September 22 at the United Nations in New Y ork, the two
foreign ministers met and announced October 7 and 8 as the dates for the meeting. The Yomiuri
Shimbun reported on September 4 that the Chinese side is expected to focus on the Defense
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Guiddines and TMD, while the Japanese will emphasize the need for trangparency with respect
to China s military modernization.

Senkaku ldands. Operations of Chinese research ships and PLA navy warships in
and near the Senkaku Idands continued to draw Japanese attention. On July 17, the Sankel
Shimbun reported Defense Agency sources as confirming PLA missle firing warships among
10 naval vessHs exercisng in waters near the Senkakus. The JDA regarded the exercise as
directed a a Taiwan contingency, but expressed the concern that such exercises in the area
could be regularized.

Also during the course of the summer, the issue of an ingpection tour of the Senkakus
surfaced in the Nationa Security Committee of the Diet's Lower House, causng China's
ambassador to Japan to cdl at the Liberad Democratic Party’s headquarters to express his
concern. Shortly thereafter, a Japanese delegation landed on one of the Senkaku idands,
prompting the Chinese foreign ministry to cdl in the Japanese ambassador and protest the
landing. While regretting the incident, the ambassador pointed out that Chinese fishing boats
continued to operate in the vicinity of the idands and asked the government to ded with the
matter. On September 11, the Japanese Coast Guard reported a Chinese research vessel again
operating within Japan’s territorial sea around the Senkakus, the 28" incident thus far this year,
compared to19 for al of 1998.

On September 14, the Coast Guard released its 1999 White Paper. The White Paper
noted an al time record of 1,992 ship incursions, a 2.5 percent increase over the past year. Of
thistotal, 1,547 were Chinese and 326 were Taiwanese.

Japan’s National Anthem/National Flag: On August 9, the Upper House of the Diet
pased legidation giving legd Satus to Japan's flag and nationd anthem. That same day, the
Chinese foreign ministry issued a satement noting the Diet’s action, recognizing that for reasons
of history there continued to be different views in Japan about the past, and expressing the hope
that Japan would continue on the road of peaceful development. The PLA’s Liberation Daily
took a much more direct approach, warning that within Japan voices that would dangeroudy
move Japan in aright wing direction are continuing to rise.

Pending debates over condtitutiond revison in the Digt, as wdl as efforts to normdize the
Yasukuni Shrine, in which Japan's war dead, including Class A War Criminds, are
memoridized, promise to keep the issues of nationdism and hisory dive over the coming
months

Policy Implications

Developments in Northeast Asa over the past three months have served to advance
Japan-U.S. security cooperation. North Korea's missile diplomacy and China's testing of its
DF-31, a mobile ICBM, have underscored to the Japanese public the unsettled nature of
Northeast Ada s security environment. Japan’ s participation in the research and devel opment of
TMD is one manifestation of this cooperation. A second can be found in the recent Japan-U.S.
agreement on cooperation with respect to Jgpan's inteligence satellite. Increasing security
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cooperation with the United States has been a centra feature of Japan’s evolving post-Cold
War security policy. Northeast Asa s uncertainties will reinforce that trend.

At the same time, Beijing's strong and emotiond reaction to Tawanese President Lee
Teng-hui’s attempt to redefine the nature of cross-Strait relations points to a continuing source
of tension in Chind s relaions with both the United States and Japan -- and potentialy a source
of tenson between Washington and Tokyo.

Since 1979, United States concerns with the security of Taiwan have been embodied in
the Tawan Rdations Act. United States policy has followed a course of deliberate ambiguity
with respect to U.S. intentions to intervene in a cross-Strait contingency. Since the passage
earlier this year of legidation to implement Japan’s new Defense Guiddines, Tokyo has evolved
a smilar policy with respect to its possible support for the U. S. in contingencies in “areas
surrounding Jepan.” In turn, Bejing's efforts to define the geographic extent of Japan's
commitment under the new Defense Guiddines have been a centra focus of Chind s diplomacy
and the Japan-China security didlogue. Beijing will continue to press Tokyo on the issue and to
use it as wedge-driving issue -- to highlight for the Japanese public the potential dangers of
security cooperation with the U.S.

Chronology of Japan-China Relations
July - September 1999

July 8-9, 1999: Prime Minigter Obuchi vists China and meets with Zhu Rongji, Jang Zemin,
and Li Peng. At the summit, Japan and China reach agreement on the terms of Chinas WTO
accesson protocol .

July 26-27, 1999: ASEAN Regiona Forum meets in Singapore. Japan's Foreign Minister
Komura meets with Chinese counterpart Tang Jaxuan to discuss North Kored's threstened
missile launch.

July 30, 1999: Japan and China conclude a Memorandum of Understanding with regard to the
destruction of chemical weapons Ieft behind in China by the Imperid Army at the end of World
War Il.

July-Sept, 1999: Chinese research ships and PLA warships continue to operate near and in
the Senkaku Idands.

July-Aug, 1999: Discusson in Lower House of Diet on Senkaku ingpection vist causes
China's ambassador to call on LDP Party Headquarters to express concern.

Aug 2, 1999: China announces test of DF-31 ICBM. Like North Korea, Beijing defends test
asright of sovereignty.

Aug 9, 1999: Upper House of Diet passes legidation giving officid sanction to Japan’'s flag and
nationd anthem.
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Aug 13, 1999: Jgpan announces exchange of officid documents with U.S. with regard to
Japan’ s participation in Theater Missle Defense research and devel opment.

Aug 30-Sept 4, 1999: PLA ddegation vists Japan.

Sept 11, 1999: Japanese Coast Guard reports Chinese vessel operating in Senkakus, the 28"
incident this year compared to 19 for al of 1998.

Sept 14, 1999: Japanese Coast Guard releases 1999 White Paper, reporting an dl-time record
of 1,992 ships incursonsinto Japanese territoria waters, of which 1,547 were Chinese and 326
were Taiwanese.

Sept 22, 1999: Japanese and Chinese Foreign Minigters jointly announce October 7-8 as dates
for resumption, in Tokyo, of dialogue on security issues involving director-level foreign ministry
and defense officids.

Sept 29, 1999: Yomiuri Shimbun-Galup poll reports only 17 percent of Chinese and 33
percent of Japanese think relations between Japan and the PRC are good. 50 percent of
Chinese respondents expressed an unfavorable opinion of Japan, and 46 percent of Japanese
respondents said they had an unfavorable impresson of the PRC. Three out of four PRC
respondents were unaware that Japan had provided over 2 trillion yen in officid deve opment
assistance to the PRC over the past two decades.



Japan-ROK Relations:

Seoul-Tokyo Cooperation on
North Korea, Tried, Tested,
and True (thus far)

Victor Cha

hree themes emerge from the interaction and events of the past quarter in Japan-Republic

of Korea (ROK) relaions. First, cooperation on issues of security and history continued

between these two American dlies, achieving certain milestones. Second, from a U.S.
perspective, this cooperation paid dividends in terms of averting a Tagpodong Il crisis with
North Korea. Third, the success in coordinating policy, both bilaterally and in atrilatera context
with the United States, will again be tested as the focus of activity in the “ post-Berlin” phase of
the North Korea problem islikely to shift to the Japan-DPRK dyad.

Seoul and Tokyo: Milestones and Stepping Stones

The highlight in terms of military cooperation was the joint nava exercises held in August
1999. Involving three Japanese Maritime Self Defense Force (IMSDF) destroyers, two ROK
destroyers, various aerid and intelligence support, and over 1000 soldiers, the five-day joint
exercises featured a search and rescue (SAR) operation in the waters between the two
countries. This was followed by joint formation training and tacticd maneuvers returning to
Japan where the two ROK destroyers made a goodwill port call at Sasebo. Both governments
remained ddiberately low-key about the event, emphasizing the non-military nature of SARS in
select gatements. There were no celebrations and in clear deference to historical sengtivities
ROK navd officids abstained from holding press briefings on the exercises. Nevertheless, a
milestone in Japan-ROK security relations was quietly achieved. Both the SAR and the Korean
port cals in Japan were the firgt of their kind in the history of reations (the latter following up on
Japan's firgt nava vessd port cdl to Korea in 1994). The SAR was the redlization of military-
to-military cooperation that had been urged by the United States for some time and, in fact, had
been agreed upon in principle by Seoul and Tokyo as far back as 1979 but never implemented.
In this sense, the exercises represented an important shift from talk to action. Findly, while the
exercises ogtensbly focused on rescuing distressed civilian ships, they were clearly orchestrated
with an eye to preparing the two for cooperation in the case of contingencies involving the
North, again, something that had been talked about a great deal among Washington, Seoul, and
Tokyo but not acted upon until this past August.

Complementing these military developments was dow but steady progress toward
liquidating the acidic history between the two countries. The 1998 Kim-Obuchi summit was a
particularly important start in this regard, but the stepping stone for another mgjor breskthrough
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was lad this quarter with Seoul’s officid invitation for Emperor Akihito to vidt Korea
Expectations are high that Akihito’s vist can once and for al end the tortured history of imperid
gpologies. Judging from the past attempts, there is little to be optimistic about. Abruptly
canceled plans for a Park Chung-hee and Hirohito meeting in the 1970s; the ambiguous Showa
gpology in 1983; and Japanese refusal of ROK requests for Hirohito to vist Seoul in the mid
1980s (for reasons of safety) al started out as well-intentioned acts that ended up stoking the
fires of higtory rather than dousing them. Nevertheless, one would like to believe that different
atitudesin different timeswill lead to different and more pogtive outcomes. An early indication
of this was Seoul’s conspicuous slence over Japan's decision to enshrine the flag and imperid
hymn as nationd symbols. Seoul refused to join the chorus of invectives dung by the likes of
Beijing and Pyongyang at the Japanese decision, attesting to the genuine intention to reconstruct
anew history between the two countries.

The Path Out of Berlin: “Red Lines’ and Coordination

Clearly the big event of the quarter was the U.S-DPRK agreement in Belin.
Pyongyang's informa moratorium on missle testing in exchange for a partid lifting of U.S.
sanctions averted another potential crisis with the irascible North Koreans.  This pattern of
negotiation and brinkmanship, dating back to the 1994 Agreed Framework, has become
familiar, dbet no less comforting, as the outcome in each iteration dways remains uncertain.

While the U.S. and DPRK were the primary protagonists in Berlin, the non-conflictud
outcome owed greatly to Seoul and Tokyo's efforts. Both governments explicated clear “red
lines” with regard to their respective engagement policies. The Obuchi government threatened
the suspension of KEDO funding, sanctions, and controls on remittances in response to another
DPRK missle test. The Kim government reluctantly admitted that its treasured Sunshine Policy
could not survive another Tagpodong flight test. These clear enunciations of “gicks’ were
important because they communicated to the DPRK the limits of engagement, thereby making
the strategy more credible than an open-ended engagement policy (read: appeasement).

In addition to these actions, policy coordination among the dlies worked. What was
different about this round of interaction with the North compared with the past was Washington,
Seoul, and Tokyo's coordinated messages to the North. Moreover, when there were subtle
disagreements, the dlies were able to accommodate each other and maintain a united front. For
example, initid Japanese references to sugpension of KEDO funding if the North Koreans
launched ran counter to U.S. and ROK desires to see KEDO's de-nuclearization objective
fulfilled irrespective of the missile problem. Through quiet and deliberate consultations, postions
were subtly adjusted such that later on in the crigs, Japanese threats of punishment focused less
on KEDO and more on the remittances issue. In addition, the three dlies emphasized the
positive incentives that could come out of DPRK cooperation. This sort of coordination
confounded any DPRK hopes of leverage by driving a wedge between the dlies. The U.S-
Japan-ROK trilateral coordination and oversight group (TCOG) creeated by the Perry policy
review, was the primary insrument of this policy coordination and is among the most important
accomplishments of the congressionally-mandated review.
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On the (new) Road Again: Japan-DPRK Normalization?

If the North Korean negotiators are half as smart as the world credits them with being,
one has to question what drove them to cooperate in Berlin. After dl, the partid lifting of U.S.
sanctions will be of little positive materia consequence for the North (would you invest in North
Korea?), so why give up your last bargaining chip (i.e, missiles) for this? One possble
explandion is that they did nat in fact give up this chip in Berlin, but merely held it in abeyance
to use again later. Another hypothesis is that the North Koreans cooperated in Berlin because
they unwittingly negotiated themsdlves into a crisis, and needed a face-saving way out even if it
meant conceding, a least temporarily, on their cherished sovereign right to test missles. Yet
another is that the North cooperated because it valued not the remova of sanctions but the
progress toward a more norma and less threatening reationship with the U.S. that this act
symbolized. All are plaushle explanations, but past patterns of negotiating behavior make it
difficult to imagine the North acting without very tangible materid motives. Thisis why a highly
plausble driver of DPRK actions in Berlin is the potentid for cash emerging out of an
improvement of relations with Jgpan. Statements by Obuchi prior to Berlin made clear that a
road to normalization talks, food aid, sanctions lifting, and other good things could be opened
by a pogtive outcome in Berlin. The DPRK aso made its intentions known by releasing in
August, on the occasion of the 49" anniversary of independence, a set of principles for
reconciliation with Japan. These required that the Japanese abandon a policy of hodility to the
North, make a sincere apology, and provide full compensation for past injustices. Although the
substance of the statement was far from novel, the timing is believed by some DPRK watchers
to indicate Pyongyang's active interest in heading down this road. Subsequent statements by
DPRK foreign minigry officids (eg., Vice Minisger Pak Tong-chun) were adso unusudly
gpecific in their openness to redtart officia taks between Pyongyang and Tokyo, now
suspended for seven years, provided Japan abandon its policy of “hodtility.”

Of the various dyads that define the security problem in Korea, the Japan-DPRK
relationship may therefore see rdatively more activity in the near future. Criticd variables that
will determine outcomes on this dyad ae 1) whether Pyongyang makes concessons on
homecoming vigts for Japanese spouses in the DPRK and the troublesome kidnapping
accusations, 2) how well the Obuchi government can move forward with DPRK  taks for
security reasons and manage domedtic dissatisfaction with what is certain to be lessthan-
forthcoming DPRK responses to the homecoming and kidnapping issues, and 3) mogt
important, whether Tokyo is able to leverage a normdization settlement for a more forma
moratorium on DPRK missle tests. These are not easy issues. Moreover, past experience
highlights the potentia for friction between Seoul and Tokyo. Throughout the history of pogt-
normalized relations, the most accurate predictor of problems between the ROK and Japan has
been the latter's initiatives to the North. This was the case in the late 1940s over repatriation
issues, in the 1970s over déente, and in the early 1990s over early Japanese initiatives to
normaize relaions at the end of the Cold War. Seoul has complained that progress in Tokyo-
Pyongyang relations undercuts the DPRK'’s incentives for engaging in North-South didogue.
Higtoricd animosity dso rears its ugly head in accusations that the Japanese do such things to
keep the Peninsula divided.

At the same time, though, many of the traditional obstacles are absent today. The Kim
Daejung government, unlike past South Korean governments, does not oppose and even
encourages fulfillment of a*“two-plus-four” cross-recognition on the Korean Peninsula of which
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Tokyo-Pyongyang would be a criticd missng piece. In addition, strategic thinking in Seoul,
Washington, and Tokyo at the executive and legidative levels has, for the most part, come to
the redlization that engagement is the only feasible policy at the moment, and that “carrots’ now
are wise because they can dso be rescinded later as “sticks’ if the Stuation warrants. The
TCOG will once again have its work cut out in managing these complex and cross-cutting
dynamics.

Chronology of Japan-ROK Rélations
July — September 1999

July 1, 1999: Japan gpproves $1 hillion funding for KEDO and sends Terusuke Terada,
Japanese Ambassador to KEDO, to North Korea in order to improve Japanese-North Korean
bilaterd relations.

July 6, 1999: Japanese Ambassador to the U.S. Kunihiko Saito says that a North Korean
missile launch would have dire consequences for Japanese engagement efforts.

July 6, 1999: UN Undersecretary General Y asushi Akashi, who visited the North Korea from
June 29 to duly 3, indicates in an interview with Yomiuri Shimbun that North Korea has made
no progress toward normalization of relations with Japan.

July 8, 1999: Jgpanese lawvmakers claim that DPRK missile development has benefited from
Japanese technology and urges tighter export controls.

July 12, 1999: ROK defense officids believe that DPRK preparations at the missile launch site
in North Hamkyong province are close to completion.

July 12, 1999: Spokesman for South Korean Ministry of Foreign Affairs and Trade expresses
concern over Japan’s shipment of nuclear fuel by sea.

July 13, 1999: Japanese Chief Cabinet Secretary Hiromu Nanaka reiterates Japan’s position
that it would freeze support for KEDO if North Korea launches another missile.

July 14, 1999: Koreshige Anami, chief of the Asan Bureau a the Japanese Foreign Minidtry,
and Cho Jung-pyo, head of South Korea's AsaPecific Affars Bureau, meet to discuss
bol stering Japan-South Korea security ties.

July 15, 1999: President Kim Dae-jung and Prime Minister Keizo Obuchi agree that China's
accession to the WTO isdegrable.

July 16, 1999: South Korean Ministry of Foreign Affairs and Trade says that Japan has made
it clear that it will not consider shipping nuclear fud through waters near the Korea Strait.

July 21, 1999: Before a pro-Seoul association of Korean residents in Japan, Presdent Kim
Dae-jung says that Japanese Emperor Akihito will eventudly vigt Seoul. Kim aso indicates that
it isametter of time before the Korean community in Jgpan can votein loca eections.
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July 27, 1999: Japanese Defense Agency (JDA) releases the 1999 white paper, highlighting
the DPRK missle threat and cdling for Jgpan to improve its inteligence-gathering capabilities
while promoting cooperation and coordination with the ROK and U.S.

July 27, 1999: South Korea, Japan, and Russia say that they would welcome North Korea's
membership in the ASEAN Regiond Forum

July 27, 1999: South Korean Foreign Minister Hong-Soon-young, Japanese Foreign Minister
Masahiko Komura, and U.S. Secretary of State Madeleine Albright issue a joint cal after
ASEAN meeting in Singapore urging North Korea to accept the joint peace package offered

by Perry in May.

July 27, 1999: Japanese Foreign Miniser Masahiko Komura reiterates that another North
Korean missile test will make it very difficult for Japan to keep its KEDO obligations.

July 27, 1999: South Korean Defense Ministry spokesman announces that the South Korean
and Japanese navies will conduct a joint search and rescue drill in waters between the two
countries early next month. Japanese and Korean nava vessals and hdlicopters will take part in
the exercise.

July 29, 1999: On athree-day vist to Korea, U.S. Secretary of Defense William Cohen warns
that North Korea will jeopardize relations with South Korea, Japan, and the United States if it
fires another balidic missle

Aug 4, 1999: Libera Democratic Party lawmakers in Japan said that Japan should suspend
cash remittances to North Korea if it test-launches a second ballistic missile.

Aug 5, 1999: Korea and Japan hold a joint search-and-rescue exercise in international waters,
involving Korean and Japanese navy vessdls, aircraft, and helicopters, and 1,200 sailors. North
K orea denounced the exercise as a move by South Korea and Japan to launch awar againgt it.

Aug 6, 1999: Two South Korean destroyers make goodwill port call in Sasebo, Japan, after
conclusion of joint exercises.

Aug 6, 1999: Financid Supervisory Commisson (FSC) announces that the Industria Bank of
Korea (IBK) will set up ajoint venture credit information firm with Japan’s Teikoku Data Bank.

Aug 8, 1999: Japanese Foreign Minister Masahiko Komura says that Japan may cut off money
sent from pro-DPRK Koreans living in Japan if North Korea conducts another missile test.

Aug 9, 1999: Tokyo passed a hill recognizing its wartime, risng sun flag (Hinomaru) and
imperid anthem (Kimigayo).

Aug 11, 1999: Presdent Kim Dae-jung says that South Koreg, the U.S,, and Japan are
making last-minute gppedls to North Korea to drop its plan to test-fire a missle. He dso says
that the three countries have agreed that KEDO will still move forward if amissile test occurs.
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Aug 10, 1999: On 54" anniversay of Korean independence day, the DPRK issues a
comprehendgve expodgtion on principles and pre-conditions for reconciliation with Japan

Aug 17, 1999: Korean officids announce that South Korean Foreign Affairs and Trade
Minister Hong Soon-young will meet with Japanese Foreign Minister Masahiko Komura in
Japan during August 22-24 to discuss the two governments North Korea policy, Korean-
Japanese residents' voting rights, and the trade imbalance.

Aug 23, 1999: South Korean Foreign Affairs and Trade Ministry announces that Korea and
Japan agreed to set up a diplomatic hotline between their foreign minidries to maintain close
consultations on pending diplomeatic issues such as the North’s missile threst.

Aug 23, 1999: During ther joint meeting in Jgpan, South Korean and Japanese foreign
ministers agree to hold bilateral negotiations soon over an investment pact to promote greater
mutud investment.

Aug 26, 1999: South Korean Presdentiad aide Hwang Won-tak says that North Korea
gopears to be usng the threat of a missle launch as a leverage in negotiations with the U.S. and
Japan, and North Korea may demand hard currency from Japan in return for not testing a
missle

Sept 1, 1999: South Korean Prime Minister Kim Jong-pil leaves for a five-day officid vist to
Japan; conveys officid invitation for Emperor Akihito to vist Korea

Sept 1, 1999: Japanese Foreign Minisger Masshiko Komura says that the Japanese
government could ease sanctions imposed on North Korea if progress is made in the
forthcoming missile talks between the U.S. and the North Korea

Sept 2, 1999: During an officid trip to Jgpan, South Korean Prime Miniger Kim Jong-pil
proposes the creation of an East Asan economic community involving Korea, Japan, China,
and Russia and reiterated call for the creation of an Asan Monetary Fund (AMF).

Sept 8, 1999: South Korean Ministry of Foreign Affairs and Trade announces that Korea and
Japan agreed to expedite efforts to sign a bilaterd investment treaty.

Sept 9, 1999: Japanese Chief Cabinet Secretary Hiromu Nonaka says that Japan is interested
in resuming diaogue with North Korea if the missile threat subsdes.

Sept 12, 1999: U.S,, Japan, and South Korea reconfirm joint stance on North Korea and
agree a the APEC Summit in Auckland to boost tieswith Pyongyang if it lifts its missile threet.

Sept 14, 1999: Japanese Defense Agency Chief Hosel Norota says that North Korea has not
frozen plans for amissile launch, despite U.S. clamsto the contrary.

Sept 15, 1999: The Perry review on DPRK policy presented to President Clinton.
Sept 16, 1999: Officids of the South Korean Ministry of Congtruction and Transportation and

their Japanese counterparts met in Seoul to discuss ways to improve cooperation in
construction.
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Sept 17, 1999: President Clinton eases sanctions againgt DPRK. Seoul and Tokyo support the
decison.

Sept 18, 1999: Presdent Kim Daejung statesthe need for the United States, South Korea,
and Japan to adopt a“win-win” grategy in dedling with the North. He dso said the three dlies,
as well asthe North, would benefit from each other.

Sept 25, 1999: KEDO holds meeting with North Korea to discuss pending issues concerning
the congtruction of two light-water nuclear reactors.

Sept 29, 1999: Japanese Ambassador to Seoul Kazuo Ogura proposes severd ways of
enhancing South Korean-Japanese ties, including an undersea tunnd, the joint launch of a
weather satdllite, the establishment of a Eurasian gas pipeline, and a free trade zone.



Japan-Russia Relations:

Moving Ahead on Military
Ties, Diplomacy on Back
Burner

Janet Snyder

Japan and Russia posted marked progress in the development of military ties in recent
months, but the thorny question of concluding a peace tregty to officialy end World War 11

hodtilities remained on the back burner. Unprecedented naval cooperation developed this
quarter, including a port vist to Japan by a Russan cruiser and an observation vist to the
Russan navd fadilities a Vladivostok by Japanese Defense Minister Hosel Norota. Meanwhile,
the clock ticks toward the two sides sdf-imposed deadline of 2000 to complete the peace

treaty.

Military-to-Military Contacts

The 1904-05 Russo-Japanese War comes to mind when looking at a ground-bresking
trip to Vladivostok by Japanese Defense Minister Hosal Norota in August. Norota' s vist was
the first-ever observation trip by a Japanese minister to the once-closed military port. In that
long-ago conflict Japan came to prominence as a military power after a resounding victory over
the Czar' s navy enflamed the nation’ s aspirations to be a“first-rate” power.

Exactly a month after Norota's foray to Vladivostok, a Russan missile cruiser, the
6,700-ton Admird Pantdleyev, entered the military port of Yokosuka, Japan's fleet
headquarters. It was the first vist by a Russan nava vessd into a Japanese military port.

Japanese Foreign Ministry spokesman Sadaaki Numata elaborated on the strides in
bilaterd navd ties. “In the context of expanding our ties with Russa, especidly on defense and
security, it's naturd for the focus to be on navd ties” Numata said, citing the Sea of Japan
which separates the two countries. “Increasingly, the emphass is on the shared interests
between Japan and Russiain strategic terms,” he added.

Peace Treaty Prospects Remain Dim
But the key sumbling block to Sgning a peace treaty — the issue of four Russan-held

idands north of Hokkaido - till remains. Numata remarked, “1t’' s still there. We keep trying, but
it sgoing to take (Russian President Boris) Ydtsin to make the decision (on handing the idands
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back).” To this end, the Japanese government has been pressng Russia to pin down a date for
Ydtan'svigt to Japan.

The territorid issue hangs in the air as the clock ticks toward the two sdes sdf-
imposed deadline of 2000 to complete a peace treaty. The subject was broached during a
meeting between Japanese Prime Minister Keizo Obuchi and his Russian counterpart Vladimir
Putin during the Asia-Pecific Economic Cooperation (APEC) conference in Auckland.

Foreign Ministry Spokesman Numata quoted Obuchi as telling Prime Minigter Putin,
“We will act to maintain the momentum of our evolving reationship so that Presdent Ydtdan's
vigt will prove productive towards reaching a peace treaty.” “Were now in September,”
Obuchi told Putin, “I1t’ stime to pin down the date of Mr. Ydtan'svist.”

The Japanese leader stressed that it was very important that the Japanese and Russian
leaders maintain frequent and close didogue “so that we can enhance the network of muilti-
faceted and (multi-) layered didogue and encourage exponentid development of our
relationship.”

Putin told the Jgpanese it was his intention to implement the agreements with Japan
reached by President Y dtsn and Obuchi’ s predecessor Prime Minister Ryutaro Hashimoto and
Obuchi himsdf. Putin sad Russa was fathfully implementing the agreements between
Hashimoto and Y dtsin, and now that Obuchi was involved the context of those agreements has
been expanded.

During talks between Japanese Foreign Minister Komura and Russian Foreign Minister
Igor Ivanov in New York on September 20, Ivanov explained that domestic circumstances in
Russia precluded him from saying anything about the timing of the visit. He did not eaborate.

Numata noted that in June a the G-7 meeting in Cologne, Ydtsin told Obuchi it was his
(Yetan's) idea to come to an agreement on the demarcation of boundaries, which would
decide the territorid dispute over the Northern Territories (Kuriles).

Economic Support Continues

Amid Russia s ongoing economic Woes, Japan is striving to stland out as one of the key
countries that has decided to resume untied loans to its cash-strapped neighbor.

“Jgpan isjust about the only country which has said it will continue to disburse its untied
loans to Russia” Numata said. This trandates into $1.1 billion of a total $1.5 billion promised.
“| think that is appreciated (by the Russians),” he added.

Russan Deputy Prime Miniger Frisenko's vidt to Japan between August 30-
September 1 focused on the Japan ExIm Bank untied |oan, energy cooperation in Russa's Far
Eagt, support for Russia s denuclearization efforts, Russid s participation in APEC, and Russa's
agoirdions to join the World Trade Organization. During Frisenko's vist, the IMF and the
Russian borrower signed an agreement on the $1.1 billion outstanding portion of the untied loan.
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Policy Implicationsfor the U.S.

Deveoping ties between the navies of Jgpan and Russa is a factor which would have
been unthinkable 10 years ago, and which could be seen as surprising given the lack of red
progress on the mgjor sticking point to a peace treaty, the dispute over the Northern Territories
(Kuriles).

Where once this emotive territorid issue would have, among Japanese officids,
overridden even practicd concerns such as bilaterd  search-and-rescue  contingency
arrangements, more pragmatic heads agppear to be prevalling in Tokyo. Moscow, meanwhile, is
eager to move ahead in areas where progress can be made (i.e., economic cooperation, cultural
exchanges, and now even joint naval exercises).

The trend toward closer ties between the Japanese and Russian navies is a symptom of
a changing Japanese policy mind-set, moving from a post-World War I mode to a newer one
less trammeled by the past.

A newer generation of post-Cold War Jgpanese policy makers are examining the
possibility of amultilateral gpproach to security —in a probably inevitable weaning of Jgpan from
its dependence on the United States for its defense.

It would be a mistake to see a shift in the axis towards Moscow, but Washington should
be aware that Japan will increasingly become more independent in its formulation of policy and
will less reiably take its cue from the United States.

Chronology of Japan-Russia Relations
July - September 1999

Aug 16, 1999: Jgpanese Defense Minister Hosal Norota visits Moscow for meetings with his
Russian counterpart Sergeyev. Vidts nava basesin Vladivostok for first-ever observation of the
port’s military facilities by a Japanese government officid.

Aug 30 - Sept 1, 1999: Russan Deputy Prime Minister Fristenko visits Japan to take part in
meetings of Japan-Russia intergovernmenta committee on trade and economic affairs. This vigt
takes place just after new Russan Prime Minister Vladimir Putin isingaled. During the meetings
Japanese side expressed intention to go forward with disbursement of pending portion of $1.5
billion untied loan (corresponding to $1.1 hillion).

Sept 2, 1999: Jgpan and Russa formdly exchange statements agreeing to vidts to Northern
Territories (Kuriles) by former resdents and spouses. The first group of 44 Japanese visits
Shibotsu idand of the Habomai chain on September 11 and 12.

Sept 6, 1999: Jgpan and Russa hold new round of talks in Mascow a vice-ministerid level on
peace treaty.
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Sept 12, 1999: Jgpanese Prime Minister Keizo Obuchi meets Russan prime minigter Vladimir
Putin in Auckland during the Asa-Pacific Economic Cooperaion (APEC) meeting. Obuchi
urged his Russian counterpart to help set a date for President Boris Y dtsin’strip to Japan.

Sept 16-20, 1999: Russian missle cruiser Admird Panteleyev vists Jgpan in fird-ever cdl to a
Japanese military port by Russan vessel. The 6,700-ton ship enters Japanese fleet headquarters
at Y okosukaon vist amed at friendly exchanges and joint search-and-rescue exercises.

Sept 20, 1999: Japanese Foreign Minister Komura meets Russian Foreign Minigter Ivanov in
New York at the UN Genera Assembly.

Sept 23, 1999: Russan patrol boat detains Jgpanese fishing vessd, charging it with poaching
squid in waters off Sakhain Idand. The crew has since been released. Such Russian seizures of
Japanese fishing vessdls for aleged poaching are frequent occurrences.



China-Russia Relations:

Coping With the Post-Kosovo
Fallout

Yu Bin

Ithough domedtic socid ingtability, separatism, and terrorism Started to increasngly

preoccupy leaders of both countries, Moscow and Beijing continued to fed the chilly

impact of the post-war (Balkar/Kosovo) world and responded by deepening their
drategic partnership in various areas. However, the worse seems to be over, a least for the
time being, for Russa and Chinaiin their respective relations with Western powers, as compared
with the second quarter of 1999, when both Moscow and Beijing were sddined and
aggravated by U.S.-led NATO actions during the Kosovo crisis. Indeed, after Moscow was
invited back to the Kosovo settlement and Chind's anti-American sentiments following the
bombing of the Chinese embassy in May subsided, both started to mend fences with
Washington.

Summit Within the Bishkek Summit:

Russan President Boris Ydtsn and Chinese President Jang Zemin met for one-on-one
taks in late August before taking part in a five naion summit in Kyrgystan. This was thar first
mesting sSnce Jang cdled on Ydtsin in a Moscow hospital in November 1998. Both leaders
expressed their desire to counterbalance U.S. globa reach with a more desirable multipolar
world. The two heads of state explored possibilities for closer cooperation on various issues
including the Korean Peninsula, regiond security, and U.S. attempts to expand its missle
defenseumbrdlatoitsdliesin Asa

The Tawan issue was believed to be on the top of the agenda for this mini-summit.
Tawan's leader Lee Teng-hui declared in early July tha the idand had, and should have, an
equa internationd Satus with the mainland. Leg's statement led to heightened tensons in
dready tenuous rdations across the Tawan Strait, as both sdes began accderating military
preparedness for a possible showdown. An exploration of the Taiwan factor in Russan-Chinese
relations at this point was logicd. Russd s reassurance of its ‘one China policy in the wake of
Lee's provocetive statement came a week after the U.S. officidly restated America's ‘one
China stand on July 12. Meanwhile, Beljing watched degpening trade relations between Russa
and Taiwan, its “runaway province.” In 1998, Taiwan exports to Russa amounted to $137.6
million, while imports from Russa totded $344 million. Although the idand suffered a trade
deficit of $706.4 million, the fast-growing trade relations between Russa and Taiwan, adbeit in
large part through third countries due to the unhedthy nature of Russas financia system,
worried Beijing.



75

Tawan is definitdly interested in devating its ties with Moscow onto a higher level and
on a more comprehensive basis. Two days before Lee Teng-hui’s statement for equa status
with the mainland, top Russan trade officids led by Stanidav A. Smirnov visited Tawan and
agreed in principle to establish air trangportation links between Taiwan and Russa It was dso
reported that Tawan officids were vigiting some military-indugtria complexes in Russa's
Siberia It hgppened that the cash-hungry Russan arms industry has been eagerly exploring the
Asan market beyond China and India Russa's successful arms-for-debt arrangement with
South Korea, which now has reached $450 million for its $1.8 hillion debt, serves both
Moscow’s interest for more influence in the Korean Peninsula and Seoul’s desire to divert its
arms supply from Washington.

Beijing's effort to coordinate policy with Russia was therefore undersandable. At a
maximum, it would be highly desirable for Beijing to have Moscow on its side should a limited
use of force across the Tawan Strait become inevitable. At a minimum, Beijing would like to
see some restraint on the Russian side of an expanding and degpening relationship with cash-
rich Taiwan. Apparently reacting to China' s displeasure, Presdent Ydtsn drafted in early July a
decree to centralize the arms export procedure in order to prevent unauthorized contracts
between foreign buyers and Russa's three largest ams manufacturers, Rosvooruzheniye,
Promexport, and Rossiskiye Tekhnologii (Russan Technologies).

The Ydtan-Jdang taks were dso an effort to coordinate policies by the two mgor
powers before the “Shangha Five’ summit with Kazakhstan, Kyrgyzstan, and Tgikistan. The
actud agenda and outcome of the summit largely reflected some of the mgor concerns of
Russia and China in the post-Kosovo era. In addition to continuous efforts for border stability,
force reduction, and confidence building along the 7,000 kilometer border between China and
the four former Soviet states bordering China, regiond security seemed to dominate the
multilateral summit. This was againg the backdrop of increasingly active insurgent and separatist
movements, mogtly by Idamic militant groups, within al five states. The collapse of the Soviet
empire and continuous decline of Russan power and influence in central Asa has creeted a de
facto power and ideology vacuum in centrd Asa It happened that a the very moment of the
summit, 1,000 armed Uzbek Idamic guerrillas in southern Kyrgystan kidnaped 16 hostages,
including four Japanese mine engineers. The need to contain these militant groups was
considered particularly urgent in the wake of the Kosovo crisis afew months before when U.S--
led NATO intervened for humanitarian reasons. Domestic gtability, therefore, assumes a
geopolitica dimension to keep the West out of the heart of the Eurasian continent in what the
West dlamsisthe ‘post-sovereignty’ era of internationa palitics.

One dgnificant sep taken by the “Shangha Five’ during this summit was a declared
effort to engage in didogue a al governmenta levels (heads of date, government, and
minigteria levels) in order to coordinate policy actions over issues ranging from terrorism,
separadism, rdigious extremiam, drug trafficking, ams smuggling, and illegd immigration.
Sgnificantly, the five countries promised in their joint statement that they would by no means
dlow anyone to make use of ther territories to engage in actions harmful to the territory,
security, and socid order of any of the five countries. A “joint action plan” for these issues will
be developed by the summit participants in the next few months, modeled after the existing
“joint supervison group” for border security and confidence building issues.
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Domestic Priorities

The focus on domestic sability during the Bishkek summit in August was not accidental
as both Moscow and Beijing turned inward after their busy, but often futile, efforts to offset
expanding Western power and influence during the Kosovo crisis. This is paticularly true for
Russa as its domestic ingtability continued and even worsened during the third quarter of the
year. The Russan military appeared by mid-September to be able to contain Idamic militant
groups in Dagestan where the conflict was the worst insde Russia since Chechnya's 1994-96
war for independence. However, a series of terrorist bombings, including attacks on three
Moscow residentia buildings, clamed hundreds of lives and posed perhaps the most serious
chdlenge to President Y dtsn.

These domedtic problems, plus routine economic difficulties, at least patidly
contributed to the extremely high turnover rate of Russa's prime minigers (four prime ministers
in 17 months). With the August 9 gppointment of VIadimir Putin as Y dtsin's yesman, one must
doubt how much Kremlin ingders could even attempt to halt Russia's economic dissolution, let
done maintain Russas foreign policy-making capabilities and consstencies. Domestic issues
crowded Ydtan's agenda to such an extent that he dmost dropped his trip to Bishkek,
Kyrgydan for the Shangha five summit in late Augugt (Ydtsn did not go to the third mini-
summit in July 1998 due to poor hedlth). It was reported that only President Jang Zemin's lagt-
minute hotline cal persuaded the Russian president to make the trip.

China, too, had to ded with mounting problems & home. Ethnic and rdigious
separatism remained active, particularly among the Uighurs in western China. The perceived
‘internationdization’ of the Tibetan issue was another mgor concern of Beijing. Although
economic dow-down (below 8 percent growth rate as compared to the double-digit rate in the
early 1990s) was much anticipated, the socid ramifications are just starting to unfold. In July,
the government launched a magjor media and politica campaign to root out the influence and
organization of Fa Lun Gong, a mygterious traditiona meditation network penetrating far and
wide in China The crackdown was overwheming with daly blasting of the cult dominating the
primary hours of the main channds of the state media Even the Taiwan leader’s July Sth
gatement of equd internationa status with the mainland was overshadowed by this domestic
concern. The media barrage on Fa Lun Gong darted to subside only in August when the
Tawan issue was heating up.

Military Relationsand Arms Sales

Sino-Russian cooperation in the military sphere resumed in 1990 after a long break.
Ydtdan's vist to China in December 1992 resulted in a memorandum of understanding in the
fiedd of military-technicad cooperation. Nonetheless, during the firgt hdf of the 1990s, military
cooperation with China remained a the level of arms purchases (some $6 billion between 1991
and 1997), and Russa aways et rdatively redrictive conditions for those transfers. This is
largely due to what the Chinese Side assesses as Russia sinitia honeymoon with the West after
the end of the Soviet empire and its lingering misgivings and distrust againg China
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Tablel
Major Russan Arms Transfersto China (1992-1999)

Time ltems $ Amount
1992 26 Su-27 fighters ddlivered $1 hillion
1994 Agreement for 4 diesdl-powered Kilo-class submarines $1 hillion
1994 Agreement for 6 S-300 air defense systems with at least 100 missiles Unknown
1995-6 | 48 Su-27s (36 one-seat Su-27SK & 12 two-seat Su-27UB) $1.7 billion
1996 License to produce 200 Su-27SK planes; first two China-built jets took | $2.5 hillion

their maiden flights at the end of 1998
1997 Agreement to buy 2 Socermenny-class guided missile destroyers armed | $800 million

with supersonic anti-ship ZM-80E Moskit cruise missles. To be

delivered in 2000
1999 Agreement for purchase of 50 Su-30MK, with a consent for future | $ 2 billion

licensed production of the plane by China

Since the mid-1990s, particularly during the 1995-96 Tawan Strait criss and after
NATO quickened the pace of eastward expansion in 1997, some breakthroughs were made in
the areas of Russan military technology transfers to China. But the red turning point, both
psychologicaly and technicaly, came in the aftermath of the Kosovo criss when Generd Zhang
Wannian visted Russa a the invitation of Russan Defense Minigter Igor Sergeyev. Thiswas in
contrast to the previous two Russiavidts by Generd Liu Huaging, Vice Chairman of the Centra
Military Commission, in 1995 and 1997 that were made at the invitaion of the Russan
government. Since June, negotiations for arms ded's and technology transfers seem to have sped
up sgnificantly.

The latest round of negotiations for Russan arms sales to China accelerated during the
third quarter of the year. By late Augugt, the two Sdes essentidly hammered out detalls for a
series of transactions including the purchase of a least 50 Sukhoi-30MK jet fighters for some
$2 hillion. The 7th regular session in Beijing for the Russian-Chinese Commission for Military-
Technicad Cooperation focused on forms of payment for the weapons and military equipment
Russa supplied to China. One mgor issue for this sesson was how to diminish the share of
barter exchanges. Towards the end of the talks, Russian Vice Prime Miniger Ilya Klebanov
joined to findize the dedls, together with Rosvooruzhenie Generd Director Alexel Ogaryov and
Generd Director of the Russian Space Agency Yuri Koptev. In addition to working on the Su-
30 sdes, the Russans offered “severd new, very serious suggestions’ to the Chinese
Klebanov, who met dmost dl top Chinese civilian and military leaders, described his visit as
‘the mogt effective meeting [of the commisson].”
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President Jang dso echoed by saying that the Klebanov's vist “heped dimulate
bilaterd cooperations’ to “a new level.” According to Hong Kong sources, the two sides even
reached a tentetive agreement for a $1 hillion sde to China of two Russan “Typhoon-class’
nuclear-powered submarines whose SSN-20 bdligtic missiles (5,100 miles of maximum range)
could be capable of deterring the U.S. from intervening in any future Taiwan Strait crigs. Both
Moscow and Beijing denied the Typhoon dedl. A more moderate possibility could be the sde
of two Russan Akula-class nuclear-powered submarines that were designed to ded with U.S.
carrier groups. It was clear that Klebanov's talks in China gpparently went well beyond the sde
of Su-30s.

During Russan Vice Prime Miniger Ilya Klebanov's August vist to Beijing for the 50
Su-30MKs, agenerd consent in principle was aso reached for the future manufacturing of the
Su-30MKs in China under a Russan license. While Moscow and Beljing were working on the
Su-30s, officid Chinese press carried favorable reviews on the Su-37s, Russa's fifth and
newest generation of jetfighters capable of matching the U.S. F-22s. It was reported that the
purchase of this lates multi-misson fifth-generation fighter plane was dso on the agenda
between Klebanov and his Chinese counterparts.

Trade Rdations

For years, bilatera trade remained an area of subperformance for both countries.
Satidtics rdeased in duly for the firgt five months of this year, however, showed some signs of
recovery (0.7 percent increase over the same period in 1998) from the progressive decline of
bilatera trade in the past two years, as described in table 2.

Table2
Russian-Chinese Total Trade: 1996-98
Year | Volume (inhbillion U.S$) | -/+%
1995 | 5.46
1996 | 6.77 +23.9%
1997 | 6.12 - 10.6%
1998 | 55 - 10.1%

The initid recovery of bilateral trade was basicdly attributed to a sharp (34 percent)
increase in Russan exports to China (for a totd of $1.82 billion). Meanwhile, imports from
China dropped by hdf, to atota amount of $430 million.



79

The gahility of China's currency, its rdlaxed import policy, and its more positive fiscd
policy so far have dl inspired the domestic need for raw materids and machinery. Russa's
nascent economic recovery (despite, ironicaly, its financid chaos), the increase of its foreign
reserves, and the abolition on March 1 of its three percent additiond tax on imports dso led to
the trade rebound.

Border trade, too, witnessed a mgor comeback for the first haf of 1999 with a 45
percent increase (to $620 million) over the same period of the previous year. Traditiondly,
cross-border barter trade condtituted a third of the bilatera trade. It started to decline in 1996
after the 1994 conversion from barter to hard currency trade. Russa s domestic ingtability and
economic hardship aso caused the steep drop of border trade. By 1998, border trade was
merely $900 million. The reviva of border trade in the firgt half of 1999 was somewhat caused
by the partid return to barter trade, which minimizes risks linked to cash trade as a result of the
Russian financid and economic criss.

Chronology of China-Russia Relations
July - September 1999

July 2, 1999: A regular, 10-day session of the working group for border talks between the so-
cdled “ Shangha Five’ of Russia, Kazakhgtan, Kyrgyzstan, Teikistan, and China end in Beljing.
The five agree to st up a*permanent mechanism for high-level meetings’ to dedl with issues of
cross-border crime, illega drug trafficking and transport, and economic issues.

July 3, 1999: An agreement is Signed to open up afree trade zone along Sino-Russian border
towns of Xuifenhe and Pogranichny. Citizens of the two countries will be free to vist ether part
of the zone without avisa

July 7, 1999: Russan trade officids led by Stanidav Smirnov vist Tawan and agree to
establish air trangportation links between Taiwan and Russa

July 9, 1999: Taiwan President Lee Teng-hui announces that negotiations with Beijing should
be conducted as “specia date to state”’ relations. Lee' s satement throws cross-Strait relations
and Sino-American relations into another crisis.

July 20, 1999: Foreign Minigter Igor Ivanov tdls his Chinese counterpart by telephone that
Russa recognizes just one China, the PRC, Taiwan being an indienable part of China.

Aug 17, 1999: A group of Russan experts arrives in Chinato work out details for Chinato buy
50 Su-30MKK fighter planes, paving the way for the Russan-Chinese commission on ams
supplies regular meeting to findize the ded in late August.

Aug 21-23, 1999: Russan Foreign Ministry’s security and dissrmament department chief
Grigory Berdennikov isin Chinafor regular talks on issues of non-proliferation of nuclear
wegpons and missle technologies He aso hriefs the Chinese sde on Russan-U.S.
conaultations (August 17-19 in Moscow) on the ABM and START-3 tregties and coordinating
policies toward the Theater Missile Defense project of Washington and Tokyo.
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Aug 24-26, 1999: Presidents Y dtsn and Jang Zemin medt in afive-nation summit in Kyrgystan
as a pat of the fourth working summit meeting on border stability of the Shanghai-Five snce
1996. Regiond security and economic cooperation are the main issues for the working summit.

Aug 24-28, 1999: Russan Vice Prime Miniger llya Klebanov, who supervises military-
industrial complexes, vigts Beijing to findize the details for China's purchase of 50 Su-30 jets.

Sept 3, 1999: The tenth anniversary of the Russan Branch of the Western Returned Students
Association is ceebrated in Beijing. Russian Ambassador to China lgor
Rogachev attends the meeting. The WRSA was founded in 1989 and now has more than 3,000
members, most of whom are scholars who had studied or worked in the former Soviet Union.
After returning to China, they quickly became key figuresin their fields.

Sept 7, 1999: Russan Prime Miniger VIadimir Putin Sgns an ordinance telling the Fue and
Energy, Trade, Foreign, and Natura Resources ministries and the State Customs Committee to
step up supplies of Russian crude oil and products to Chinain line with the February 25, 1999
agreement between the Russan Y ukos oil company and the Chinese Nationd Oil and Gas
Corporation.

Sept 9, 1999: Officers from Chinds Helongjiang military didrict and Russds Maitime
territorial border guard department sign a protocol on further cooperation between Russian and
Chinese border guards on issues of security, fishing, immigration, andcultura exchanges.

Sept 9, 1999: Russan Prime Miniger Vladimir Putin and Chinese Presdent Jang Zemin hold
talksin New Zedand during the APEC mesting.

Sept 23, 1999: Russan Foreign Minigter Igor Ivanov and Chinese Foreign Minister Tang
Jaxuan meet in New Y ork, where Ivanov briefs Tang on the domestic Situation in Russa. Tang
Jaxuan makes comments in support of Russian measures in the fight againgt terroriam.

Sept 30, 1999: President Y etsin cdls Chinese President Jang Zemin to congratulate him on the
“twin-anniversaries’ of the founding of the PRC and the establishment of Sino-Russian (Soviet)
diplomatic relations. Their conversation indicates that Y dtan’s upcoming vidt to Chinawill bein
November.



Indonesia-Australia Relations:
Moving from Bad to Worse

Richard W. Baker

he dsate of IndonesaAudrdia reations has deteriorated--from strained to nearly

shattered--in recent months as a result of the ongoing crisis in East Timor. As the quarter

ended the prospects for an early recovery in the rdationship were very uncertain. The
Audrdian-led internationa force in East Timor faced a long and dangerous process of taking
control of the territory from Indones an-backed militias, and the possibility of sustained guerrilla-
terrorist opposition supported by the Indonesian armed forces could not be ruled out. An
additiond complication was the potentid impact of heightened nationdigtic and anti-Audrdian
sentiment on the eection of a new Indonesian president in late October, and therefore on the
composition and attitude toward Audtrdia of the new Indonesian adminigtration due to take
office by January 1, 2000.

Background: Improving Relations, Continuing Tensions

Ever snce the “New Order” government of President Soeharto replaced the erratic and
adventuristic Sukarno regime in the mid-1960s, Audtrdian governments have made concerted
efforts to maintain harmonious relaions with Indonesa In the 1980s and 1990s, Audtrdian
foreign and security policy statements increasingly emphasized the importance of Audrdids
magor neighbor to the north. Indonesia became a priority recipient of Audrdian economic
assgtance, and the Audtraian government encouraged Audtraian private enterprise to increase
invesment and trade in Indonesa Military-to-military cooperation progressvely expanded,
and, in 1995, Audrdlian Prime Minister Paul Kegting and Soeharto concluded a security tresty
-- Indonesia s only hilateral security agreement.

Although the bilateral rdationship is less important in relaive terms to Jakarta than to
Canberra, good relaions with Audraia were an integrd part of the Soeharto government’s
policy of responsble internationd citizenship and, increasingly, regiond leadership. The
relationship adso brought specific benefits for Indonesa, including the fact that Audrdia
recognized Indonesian legd sovereignty over the former Portuguese colony of East Timor (the
only UN member date to do s0), which Indonesia inveded and annexed after Portugal’s
withdrawa and aperiod of interna conflict in 1975.

Nevertheless, tensons have persasted in Indonesa-Audtraia relations. Sources include
national (including ethnic) consciousness and  sengtivities in both countries, some
competitiveness in their respective aspirations for regiond leadership roles, and the inevitable
wariness between alightly populated but wedlthy and technologicaly advanced state and a very
populous but relatively less developed neighbor.
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East Timor has been a paticular irritant, despite the Audraian government’s forma
recognition of Indonesian sovereignty. A vocad community of Timorese refugees in Audtrdia and
deep-seated hodtility towards the Soeharto government on the part of the Austrdian media--
ensured by the killing of five Audrdian journdigts during the Indonesian military takeover in
1975--guaranteed thet this issue remained a thorn in the sde of both governments. East Timor
gained renewed prominence after the 1996 Nobel Peace Prize was awarded to pro-
independence spokesman Jose Ramos Horta and Catholic Bishop Carlos Belo.

Habibie, Howard, and Timor

The downfal of Soeharto in May 1998 and the combined political and economic crisis
in Indonesia opened a new chapter in IndonesaAudrdia relations. Audrdia increased
economic and humanitarian assstance to Indonesia in response to the economic crids, and
joined other countries in endorang moves by Soeharto’s successor, B.J. Habibie, toward
political liberdization and democratic reform. In these circumstances, Audrdia's current Prime
Minigter, John Howard, saw an opportunity to resolve the Timor issue and remove the mgor
irritant in the relaionship. In effect reverang longstanding Audiraian policy, in December 1998
Howard wrote to Habibie urging him to consder autonomy for East Timor and an eventud
referendum on the territory’ s future.

Howard's initigtive had uncalculated results. In January 1999, Habibie suddenly
announced that he was proposing an immediate referendum in East Timor, with the dterndtive of
independence if the Timorese rejected an autonomy arrangement. He apparently made this offer
without consulting the Indonesan armed forces, which staunchly opposed independence for
East Timor. Months of subsequent negotiations between Indonesia, Portugd, and the United
Nations led to agreement in May on the procedures for the referendum, to be held in July and
administered by the UN. Presumably at the ingstence of the military, Indonesa demanded and
was granted sole respongbility for security throughout the process, and the UN dection
agpparaus (UN Assistance Mission for East Timor or UNAMET) was to be unarmed.

The July target proved overly ambitious. Indonesa was dready preoccupied with
preparations for nationa parliamentary eections in early June, three years ahead of schedule
and under completely new rules with open competition for the first time in three decades. In
East Timor, organizing a referendum &t the same time injected further complications. As early as
March, pro-integration militias associated with the Indonesian military began attacking pro-
independence Timorese. The attacks continued and escdated following the arrival of UNAMET
eements in May and June, and triggered criticism of Indonesan conduct including public
condemnations by UNAMET of Indonesan military support for the militiass. The date of the
referendum was pushed back twice — eventudly to August 30.

Although it had misgivings about an early, ill-prepared referendum, the Audrdian
government made a maor contribution to UNAMET and dso took a leading role in pressing
Indonesia to live up to its commitment to provide security. Indonesian officias and military
leadersin turn quickly cameto view UNAMET as biased towards the pro-independence sdein
East Timor, and to see Audrdia as the principd force behind UNAMET and internationa
criticism of Indonesia Thus by mid-1999, the East Timor issue was causing increasing sransin
Indonesa-Audrdiardations.
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A Pyrrhic Referendum: Rampage and Reactions

The months of July and August were punctuated by further incidents in East Timor,
continued criticiam of Indonesia by Audrdian officids and others, and some cdls for the
dispatch of armed internationa peacekeepers. Audrdian forces in Darwin, less than 500 miles
from Timor, were placed on heightened aert and prepared for a possible peacekeeping mission.
Although officid Audraian statements were measured, and accompanied by reteration of the
importance Audrdia dtached to reaions with Indonesa these Audrdian actions only
strengthened Indonesian irritation and suspicions.

Despite the difficult security conditions and horrendous logistical problems, the
referendum in East Timor took place on August 30. The voting proceeded in a reldively
peaceful manner, and the turnout was massive, over 98 percent of registered voters. On
September 4 the UN announced that an overwhelming 78.5 percent of the balots favored the
independence option. This unequivocal result effectively foreclosed any reasonable question
about the redl desires of the Timorese people.

However, this outcome was not acceptable to the pro-integration sde. The
announcement was followed immediately by a massve wave of violence on the part of the pro-
Indonesian militias — killings, mass evictions, looting, and arson. The Indonesian security forces
generdly just stood by or in some cases even joined in the rampage, fueling the inevitable
presumption that the campaign had been engineered by the Indonesian military, as a “scorched
earth” policy to discourage other restive Indonesian provinces such as Aceh from following East
Timor's example. Weak excuses by Indonesian officids for the inaction of the security forces,
coupled with Indonesid's firm rgection of suggestions that it enligt internationa assgtance in
restoring order, reinforced this impression.

Reports of wholesale destruction and atrocities increased pressures for armed
intervention by the United Nations to restore peace. By coincidence, the annua APEC
ministerial and leaders meetings were taking place, in New Zedand, throughout the second
week of September (with most regiond heads of government present, with the notable
exception of Habibie); this facilitated intense consultations and coordinated pressure on the
Indonesian government. On September 12 Habibie agreed to accept an internationd force, on
September 15 the UN Security Council authorized the force, and on September 20 the firgt
elements of an Audrdian-led and largdy Audrdian-manned Internationa Force for East Timor
(INTERFET) arived in the territoria capitd of Dili.

In Augtraia, the pogt-referendum events in East Timor evoked a strong public reaction.
Demondtrators burned Indonesian flags, port workers refused to service Indonesian trade or
mail, and there was massve media coverage including televison broadcagting viewable in
Indonesia. As security conditions in East Timor continued to deteriorate, and most of the foreign
press and eventudly even the UNAMET operation withdrew, speculation grew that the
Indonesian forces were deliberately trying to force out dl international personnd so that the
destruction could proceed unobserved. Nevertheless, emotive reports continued to flow from
Dawin, including eyewitness accounts by refugees, and from various sources in Timor. As
public pressure for action mounted, the Audtrdian government announced a cutoff of military
assgtance to Indonesia, and Howard openly questioned the utility of the Indonesan-Audrdian
Security agreement.
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Ironically, the East Timor crisgs dso renewed old uncertainties in Audrdia about its
defense dliance with the United States — reflecting fears both of undue U.S. control and
unreliability. Articles in July citing unidentified officials reported U.S. pressure on Audrdia to
coordinate contingency planning for East Timor, and Audtrdian resistance due to concerns over
damage to Indonesan-Audrdian reations. After Audrdia took the lead in organizing the
internationa force in September, media commentary sressed that U.S. unwillingness to
contribute ground troops to the operation had left Audtrdia on its own. Reassurance by Prime
Minister Howard and others of close U.S. cooperation and significant support for INTERFET
in turn produced dories in late September asserting that Audradia had assumed the role as
“deputy” for the United States in policing the region, forcing Howard to stress in Parliament that
Audrdiawas acting in its own interest.

Reactionsin Jakarta

The rising chorus of internationd criticiam, especialy from Western countries, produced
a naiondigtic backlash in Indonesia. Audrdia was the most conspicuous target, with some
sensationa press reporting suggesting ulterior Audtralian motives such as territoria or other
gains, and demondrations againgt Audrdian government and business facilities in Jakarta and
other cities. Security forces did little to discourage the demongtrators, and Indonesian politica
leaders from virtudly dl quaters joined in denouncing Audrdian treachery. In an
unprecedented personal address to the Indonesian parliament on September 22 in which he
explained his decision to accept the international force and urged acceptance of the outcome of
the referendum, Habibie accused Audraia of overreacting to events in East Timor and causing
the deterioration of the bilatera relaionship.

On September 16, Indonesia canceled the security treaty with Audrdia. At the end of
September the dispatch of Indonesia’s new Ambassador to Canberra was postponed (athough
government spokesmen ingsted this was only a temporary measure and denied rumors of an
impending suspenson of diplomatic relations). Indonesan trade officids offered to assgt
Indonesian firms in locating aternative sources for beef and other imports from Audraia Most
Austrdian companies that had been exploring prospects in Indonesia put their plans on hold,
and many businessmen packed their bags.

Prospects. Down but not Out

Indonesa-Audtrdia relations have reached a low ebb. They seem degtined to remain
this way for some time, and could even deteriorate further. East Timor is the overwheming
issue, and dthough Audrdian actions will have a Sgnificant influence on the course of eventsin
East Timor due to its leading role in INTERFET, the mgor respongbilities — and difficulties—in
resolving thisissue ultimatdly lie on the Indonesian sde.

A particular concern is the possibility that the Indonesian military intends to organize and
support resistance by the Timorese militias to INTERFET, resulting in Audrdian casudties. As
September ended, Audrdian officids were warning that INTERFET would pursue attackers
across the border into Indonesian West Timor if necessary, and Indonesian spokesmen in turn
were warning that the Indonesan military would resst any such incursons. A long, costly
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gruggle in Eagt Timor would likey erode support within Audtrdia for continued military
involvement, but would not improve Indonesa's standing with ether the Audrdian public or
government. Augtrdian Defense Minister John Moore told a conference in late September that
Audrdia would need to wait for the outcome in East Timor before determining how to rebuild
the relationship.

Anaother mgor imponderable is the dection of Indonesia s next president, to be decided
in late October by a People's Consultative Assembly. The wave of nationdism and anti-
Audrdian sentiment produced by the Timor crisis could influence the competition among severd
presidentia candidates and factions, and thereby affect the composition and policy orientation of
the next government. If nationdistic appedls play an important role in assembling the winning
codition, early Indonesian moves toward reconciliaion with Augraia would be more difficult
and less likely. On the other hand, should the Assembly (against most expectations) produce a
reasonably cohesve and reform-oriented government that is strong enough politicaly to assert
its authority over the military, the Timor issue would be more susceptible to resolution and
IndonesiaAudraia relaions could stabilize more rapidly.

Whatever the specific course and timing, however, relations between the two countries
amog inevitably will survive and eventudly revive. As next-door neighbors, Indonesa and
Audrdia are condemned to live with each other, and the benefits of economic and other
cooperation provide a standing incentive for a postive relationship. These pragmatic factors
underpinned the gradud improvement in IndonesaAudrdia relaions over the last two
decades. Their moderating influence will be fdt again, and even in the midst of the current
disaster responsible voices on both sides have maintained this longer-term perspective.
Outgoing Indonesian Ambassador to Austraia Wiryono Sastrohandoyo, who left Canberra on
September 30, put it this way:

God has made our two countries neighbors, and our economic and security interests
link us inextricably. It is the chdlenge, and the grave responghility, of men and women of
goodwill on both sides not to alow the relationship to be damaged further.

Nevertheless, as the third quarter of 1999 came to a close, the downward dide was il
continuing, and the politica will to reverse it was not yet visble.

Chronology of Indonesia-Australia Relations
July - September 1999

Aug 8, 1999: Crigind date for East Timor referendum on autonomy within Indonesa or
independence, as set by May 5 agreement between Indonesia, Portugal, and the UN.

Aug 30, 1999: After two postponements, East Timor referendum is held, monitored by UN
Assgtance Misson for Eagt Timor (UNAMET) with significant Austraian support and staff.

Sept 4, 1999: UN announces result of referendum — 78.5% for independence; pro-Indonesian
militias begin rampage of violence.



86

Sept 6, 1999: Home of Nobe Prize winner Bishop Carlos Belo burned, Belo flees to Darwin;
mogt foreign press aso leave East Timor.

Sept 10-13, 1999: APEC minigterid and heads of government meetings in Auckland, New
Zedand; side consultations concert pressure on Habibie over East Timor.

Sept 12, 1999: Habibie agrees to accept UN security force in East Timor.

Sept 14, 1999: Remaining UNAMET gaff and Timorese shdtering in UNAMET compound in
Dili evacuate from East Timor to Darwin, Audrdia

Sept 15, 1999: UN Security Council authorizes establishment of interim multinationd force in
Eagt Timor, preparatory to a forma UN peacekeeping misson and UN trangtiond
adminigtration.

Sept 16, 1999: Indonesia cancels 1995 hilateral security pact with Audtraia

Sept 20, 1999: Firg contingents of Audraian-led and largely Audtrdian-dtaffed Internationa
Force for East Timor (INTERFET) arrive in Dili.

Sept 20, 1999: Unidentified gunmen fire three shots at the Audtrdian Embassy in Jekarta.

Sept 21, 1999: Audrdian Prime Minister Howard in statement to Audtrdian Parliament on East
Timor referendum and multinationa force reiterates Audrdian desre for a good rdationship
with Indonesia, welcomes democratic trangtion, and cautions Audrdian protesters againgt
violence.

Sept 22, 1999: Habibie in address to Indonesian Parliament explains decison to accept
international force in East Timor, urges acceptance of referendum result, blames Audrdia for
deterioration of relations.

Sept 27, 1999: Formd transfer of security authority in East Timor from Indonesian commander
Mgj. Gen. Kiki Syahnakri to INTERFET Commander (Austrdian) Mg. Gen. Peter Cosgrove.

Sept 27, 1999: UN Human Rights Commission votes to conduct an inquiry into violaions by
Indonesan military in East Timor; Audrdia supports, Indonesa and other ASEAN dates
oppose.

Sept 27, 1999: Indonesan trade minister announces government program to find subgtitute
sources for goods imported from Audtraia.

Sept 29, 1999: Habibie postpones sending new Indonesian Ambassador, Arizd Effendy, to
Audrdia

Sept 30, 1999: Audrdian government announces INTERFET troops may cross border into
Indonesan West Timor in pursuit of atackers, Indonesan government warns that border
crossing by INTERFET forces could lead to clashes with Indonesian troops.
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