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On July 12, 2016, an international arbitration panel based in The
Hague ruled in favor of the Philippines against China over South China Sea ter-
ritorial disputes. This much-anticipated verdict came in the midst of China’s
increasingly assertive rhetoric and ambitious island-building program in the
region. While the ruling steered clear of addressing the merits of sovereignty
claims between China and the Philippines, it effectively nullified China’s contro-
versial nine-dash line, which is Beijing’s unofficial demarcation of its claims over a
significant percentage of waters in the South China Sea.1 Dismissing the legal basis
of China’s extensive claims, the panel further ruled that China had “unlawfully
interfered” with the “sovereign rights of the Philippines.”2

China, which had vociferously objected to the case since the Philippines first
initiated it in January 2013, predictably reacted strongly against the ruling. The
Chinese Foreign Ministry issued several official statements reiterating that the
ruling was “null and void,” and that China would neither accept nor recognize
it.3 In the days and weeks that followed, media reports emerged that spoke of a
nationalistic Chinese population smashing their iPhones and other products
associated with the United States in protest of the ruling.4 This behavior presum-
ably reflected the widespread perception within China that the United States—
and, to a lesser extent, Japan—was behind the Philippines in taking China to
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international arbitration, and that they had exerted some form of influence on the
ruling.5 Chinese “netizens” also called on officials to boycott U.S. and Philippine
products.6

This episode brought to the fore a growing concern among many countries in
the Asia–Pacific region and beyond that China can be expected to increasingly
manipulate its economic power to further its political and strategic interests.
Indeed, in recent years, references to a “new assertiveness” in China’s foreign
policy have increased noticeably.7 Many analysts claim that since 2008/2009,
China has begun to adopt a more aggressive foreign policy posture as a result of
Beijing’s perception that China had narrowed its power gap with the United
States following the financial crisis.8 Opinions regarding the extent of this devel-
opment vary, and some scholars and analysts have argued that the pace and mag-
nitude of change in Chinese foreign policy have been grossly exaggerated.9

Nonetheless, the notion of an increasingly assertive China has become widely
accepted in academic and policy circles. As Harvard professor Alastair Iain John-
ston points out, “the new assertiveness meme has ‘gone viral’ in the U.S. media,
the blogosphere, and in scholarly work.”10 An expert from the Carnegie Endow-
ment for International Peace, Michael Swaine, has also suggested that, regardless
of the extent to which China is actually becoming more assertive in its behavior,
“perception is reality.”11

In a 2015 article in The Washington Quarterly, Aaron Friedberg—a prominent
international relations scholar—analyzed the basis for the perception of a more
internationally assertive China and identified five factors: (1) the debate within
China regarding a “new Chinese foreign policy” that is bolder and more confident
than Deng Xiaoping’s “hiding and biding” (taoguang yanghui) strategy; (2) more
“forceful” foreign policy pronouncements from China than in the past, including
a celebration of China’s increasing influence in the international system; (3) more
frequent threats from the Chinese government to employ sanctions over issues that
it perceives as associated with its core interests; (4) more frequent and extensive
displays of Chinese military capabilities; and (5) an increased willingness to
employ threats or displays of force over maritime disputes.12 Examining these
developments against the backdrop of Chinese rhetoric and policy over recent
decades, Friedberg concludes that Chinese assertiveness has entered a “new,
more complex, and potentially more challenging phase.”13

Of the factors mentioned by Friedberg, one allegation has been raised with
increasing frequency in media and academic circles: that China has, since 2008/
2009, become more assertive in its use of economic sanctions as a tool to
further Beijing’s foreign policy objectives. Evidence frequently cited include
China’s reported bans on: (1) rare earth metal exports to Japan following the
Diaoyu/Senkaku Islands incident in 2010;14 (2) salmon imports from Norway
after the Norwegian Nobel Committee awarded the Nobel Peace Prize to
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Chinese dissident Liu Xiaobo in 2010;15 (3) banana imports from the Philippines
following the Scarborough Shoal incident in 2012;16 and, more recently, (4) visas
for Korean celebrities in response to Seoul and Washington’s decision to deploy
the Terminal High Altitude Area Defense (THAAD) system in South Korea.17

Many proffered analyses of the phenomenon have also attempted to add statistical
plausibility to the increasing-use-of-sanctions allegation by citing a well-known
2013 study by German economists Andreas Fuchs and Nils-Hendrik Klann on
the so-called “Dalai Lama effect,” in which the
authors identified a 12.5 percent drop in exports to
China for countries that hosted visits by the Dalai
Lama between 2002 and 2008 in the two years follow-
ing those visits.18

To what extent are these characterizations of
China’s behavior valid or accurate? Further study of
the allegation of China’s increased proclivity to
employ sanctions is necessary for two reasons. First,
repeating such an allegation may ipso facto be
escalatory and destabilizing, and would therefore be
irresponsible without a definitive basis. In other words, noisy claims of Beijing
sanctioning “recalcitrant states” could stoke nationalistic sentiments within
China, cause jitters among foreign investors, and narrow the policy options avail-
able to Beijing, potentially resulting in a self-fulfilling prophecy of economic
aggression. Similarly, exaggerated characterizations of China as an economic
“bully” could inflame suspicions within neighboring states, potentially heighten-
ing tensions and strategic rivalries in the Asia–Pacific region. Therefore, it
behooves policymakers, scholars, and the media to ensure that their claims are
not lightly or irresponsibly made, but are instead supported by clear empirical
evidence.

Second, such a study has real and immediate policy relevance. China has
become a major trading partner (if not the largest trading partner) for most
states in the Asia–Pacific region, even as it continues to engage in frequent politi-
cal disputes with many of them. It is particularly important for states in this region
to assess the likelihood of China—which has traditionally maintained a rhetorical
stance against the use of unilateral sanctions as a foreign policy tool—aggressively
manipulating its economic power in order to further its political and strategic
interests.19

Given significant international attention over the 2016 arbitral tribunal ruling,
this article examines allegations of China’s economic aggression in its disputes
with the Philippines and Vietnam over the South China Sea. The selection of
these two cases is natural as China’s relations with the Philippines and Vietnam
have been severely challenged by the South China Sea disputes in recent years.

Repeating such an
allegation without a
definitive basis may
be escalatory and
destabilizing.
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This is especially as compared to the other territorial claimants, such as Brunei and
Malaysia, which have sought to resolve their differences with China on a much
lower profile. In addition, both the Philippines and Vietnam have much smaller
economies than China. They would therefore be relatively “easy targets” for
China to economically coerce, should it wish to do so.

Drawing on a range of primary written sources, as well as interviews with
current and former policymakers, diplomats, and stakeholders from the Philippines
and Vietnam, this article examines two widely publicized incidents in particular
detail. The first revolves around China’s alleged sanctions against the Philippines

following the Scarborough Shoal incident in
2012, which is now widely considered a
“classic example” of China’s employment of
sanctions to further foreign policy objectives.
The second concerns China’s dispute with
Vietnam over the deployment of the HD-981
oil rig in 2014, which provides an interesting
point of comparison as Vietnam is much
more economically dependent on China than

is the Philippines.20 Therefore, the HD-981 oil rig incident of 2014 would
appear to have presented, at the least, a “likely” opportunity for China to use
(or threaten) economic sanctions in order to gain policy concessions, even
though there are admittedly significantly fewer allegations to date that China
used sanctions in this case than there are in the case involving the Philippines.21

In this article, I examine these two identified cases within a framework based on
principles of “coercive sanctions” as employed in the work of several sanctions
scholars.22 More specifically, I examine sanctions as the efforts of a government
to disrupt the trade, aid, finance, currency, or assets23 of a target state for the
sole purpose of coercing the latter into changing its behavior when important pol-
itical interests are at stake.24 To claim that China has been more inclined in recent
years to employ economic coercion against states with which it has had disputes,
one would need to show that China has intentionally undertaken actions to
disrupt, or threaten to disrupt, economic benefits derived from cooperation—or
from any financial and/or military aid—in the event that its target states continued
with a line of action perceived as contrary to China’s interests. Alternatively, one
would have to show that China’s actions can be expected to generate significant
political costs for the leaders of its target states, i.e., that they stand a significant
chance of losing their positions through electoral defeat or popular revolt.
Given that a key component of coercive sanctions is the so-called “pain–gain
formula”—i.e., the expectation that the higher the economic costs for the
targets, the more likely it is for them to give in to the senders’ political

This article exam-
ines two widely
publicized incidents
in particular detail.
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demands—one should also expect China to apply pressure to the extent that it
expects to successfully prompt a behavioral change from its targets.25

I argue that China’s behavior toward the Philippines following heightened
tensions in the South China Sea did not meet these criteria. In the case of
Vietnam, moreover, it would appear that, contrary to popular expectations,
China did not even threaten economic consequences. Claims regarding China’s
“mounting use of unilateral economic sanctions,”26 at least in these cases, would
therefore appear to be exaggerated and, at least to some degree, misleading.
Indeed, many claims of this kind have been put forward without sufficient
acknowledgment of the ambiguity of the data on which the analyses were
based, or of the presence of confounding variables. There is therefore a need for
deeper, more careful analyses of evidence regarding China’s behavior in the inter-
national sphere since 2008/2009.

The body of this article is organized into three sections. The first revisits the
Scarborough Shoal incident between China and the Philippines in 2012, includ-
ing both the background to and aftermath of this incident, and concludes that the
dominant narratives regarding this incident have been constructed on the basis of
data that are in fact inconclusive. The second section reviews the dispute between
China and Vietnam in 2014 over China’s deployment of the HD-981 oil rig in
disputed waters in the South China Sea. Based on primary sources gathered in
Vietnam, I show that, contrary to the expectations of Vietnamese policymakers
and elite, China has exercised restraint in employing economic pressure against
Vietnam, even during the height of tensions. The third section argues that the
media and, to some extent, academic discourse have responded to China’s asser-
tive posture regarding the South China Sea by promulgating an ill-founded “sanc-
tions myth.” In it, I suggest several hypotheses that might explain China’s exercise
of restraint in employing economic coercion against its smaller and more depen-
dent neighbors, despite its obvious and increasing power to use economic coer-
cion. Finally, in the conclusion, I assess the implications of the present study,
and suggest avenues for further research.

Scarborough Shoal Incident, 2012

On April 8, 2012, a Philippine Air Force reconnaissance plane discovered eight
Chinese vessels in a lagoon at the Scarborough Shoal—a triangular-shaped
chain of reefs and rocky islets covering an area of about 150 square kilometers,
approximately 120 miles west of Subic Bay in the Philippines. This prompted
the Philippines to deploy its then-newly acquired U.S. patrol cutter, the BRPGre-
gorio del Pilar—also the Philippine Navy (PN)’s largest warship—to the area. Two
days later, the PN dispatched a boarding team to inspect the Chinese vessels,
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discovering “illegally collected corals and live sharks in one of the fishing boats.”27

As the PN subsequently moved to apprehend the Chinese fishermen and vessels,
two Chinese maritime surveillance ships—Haijian 75 and Haijian 84—interfered
by positioning themselves between the Chinese vessels and the BRP Gregorio
del Pilar to prevent the arrests. These Chinese maritime surveillance vessels then
allegedly informed the captain of the Philippine warship that he was in Chinese
territorial waters and should leave the area immediately.28 This series of events
marked the beginning of the two-month standoff between China and the Philip-
pines in the Scarborough Shoal.

In an attempt to reduce tensions, the Philippines subsequently replaced the
BRP Gregorio del Pilar with a coast guard vessel. Instead of reciprocating the
gesture, an angered Beijing sent China’s most advanced fishery patrol ship, the
Yuzheng 310, to the Scarborough Shoal, joining Haijian 75 and Haijian 84,
which were still in the area.29 The situation escalated rapidly over the next ten
weeks, with the Foreign Ministries of both nations issuing a series of confronta-
tional official statements. Diplomatic negotiations also failed to ease the tensions,
with both parties accusing each other of escalating the dispute. Rejecting the Phi-
lippines’ suggestion to seek international arbitration, then-Chinese Vice Foreign
Minister Fu Ying summoned the then-chargé d’affaires at the Philippine
Embassy in Beijing on May 9, 2012, demanding that the Philippines withdraw
its vessels from the area. By then, there were allegedly four Chinese surveillance
ships and ten fishing boats in the disputed area, confronting a Philippine coast
guard ship and a vessel from the fisheries bureau.30

After the incident, analysts pointed to how Beijing and Manila’s inability to
establish effective communication throughout the affair had forced the United
States to step in. Both parties allegedly engaged in private negotiations with
U.S. officials, who then reluctantly assumed a mediating role.31 U.S. officials,
for their part, watched with concern as tensions in the Scarborough Shoal esca-
lated, fearing that the Philippines would activate the Mutual Defense Treaty,
which would require U.S. intervention. In mid-June 2012, U.S. officials allegedly
brokered a deal with then-Chinese Vice Foreign Minister Fu Ying for a mutual
withdrawal.32 The standoff ended on the evening of June 15, 2012, when both
parties withdrew their vessels under the threat of an oncoming typhoon.33

Chinese vessels, however, returned to the Shoal shortly thereafter, and they main-
tained a regular presence there until late 2016.34

Banana Wars?
The threatening rhetoric emerging from Beijing, especially in hawkish editorials in
Chinese publications such as the People’s Liberation Army Daily and the Global
Times, set the stage for the widespread expectation that China would employ all
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available means—diplomatic, economic, and military—to retaliate against the
Philippines.35 On May 15, 2012, in the midst of the Scarborough Shoal standoff,
the London-based Financial Times suggested that there were “signs that the con-
frontation was beginning to have an economic impact, with Chinese tour
groups cancelling trips to the Philippines and shipments of Philippine bananas
blocked from entering China for food safety reasons.” The article then cited the
Philippines Banana Growers and Exporters Association’s warning that “up to
200,000 banana farmers and ancillary workers could lose their livelihood if
China, the industry’s second biggest export market, stop[ped] importing bananas
from the Philippines.”36

Many variations on this theme then followed in
English-language media from around the world. For
example, The Washington Post, interviewing “a
victim of sudden Chinese restrictions on banana
imports from the Philippines,” suggested that his
plight was indicative of “how quickly quarrels rooted
in the distant past can disrupt the promise of a new
era of shared prosperity and peace between rising
China and its neighbors.”37 Both Chinese and Fili-
pino authorities, however, have consistently denied
that there was any ban on Philippine bananas in
China, or that any fluctuations that might have
occurred in the banana trade between China and the Philippines had any connec-
tion with the Scarborough Shoal incident.38

Primary data suggest that the link between the alleged banana imports ban and
the dispute over Scarborough Shoal is tenuous. The “restrictions” on banana
imports appear to have started before the Scarborough Shoal dispute, and have
stemmed from Chinese unhappiness over the quality of Philippine banana
imports. The Bureau of Plant Industry (BPI) in Manila indicated that it first
received notification of non-compliance from the Director General of China’s
General Administration of Quality Supervision, Inspection and Quarantine
(AQSIQ) on March 5, 2012, more than one month before the Scarborough
Shoal incident.39 In addition to suspending purchase of bananas exported by
the companies concerned due to the presence of insects,40 AQSIQ issued a circular
entitled “Strengthening of the Inspection and Quarantine of Bananas Imported
from the Philippines,” which asked that BPI provide lists of banana export orch-
ards and packing facilities in the Philippines—also more than one month before
the Scarborough Shoal incident.41

Following a series of consultations with banana stakeholders in Davao City
(Mindanao), as well as sustained written correspondence with AQSIQ, the Direc-
tor of the BPI led a delegation to China in May 2012 to visit Chinese ports and

Both Chinese and
Filipino authorities
have consistently
denied any ban on
Philippine bananas
in China.
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examine quarantine procedures, as well as to meet with the organization’s Chinese
counterparts in order to discuss solutions to the issue. This bilateral technical
meeting took place during the peak of the Scarborough Shoal dispute between
China and the Philippines, a fact that may have contributed to the perception
of a connection, but that in reality suggests that the management of import-
export relations in this regard was proceeding unaffected by the maritime
dispute. Meeting records from the BPI indicate that AQSIQ took the initiative
to propose a regular meeting once every two years to address any issues and con-
cerns from both sides. Moreover, while certain cargo containers of bananas were
shipped back to the Philippines during the period of the Scarborough Shoal inci-
dent, containers with bananas from the Philippines that were not infested with
insects continued to flow through Chinese ports. In addition, AQSIQ assured
the Filipino delegation that it would release the fruit from the respective
Chinese ports on a daily basis as long as no insects were found upon inspection.42

Stephen Antig, President of the Philippines Banana Growers and Exporters
Association, also acknowledged that while some exporters faced problems export-
ing bananas to China in the aftermath of the Scarborough Shoal incident, “there
was never a ban on the banana industry as a whole.” Antig, who was part of the
Filipino delegation that visited China to negotiate with AQSIQ, further indicated
that Chinese quarantine officials gave their assurance to only restrict exporters
whose produce carried insects and mealybugs, and that no ban would be
imposed if inspection measures were properly implemented.43

As noted, the timing of the two incidents makes it tempting to perceive a con-
nection between China’s tightening of regulations regarding Philippine bananas
and the dispute in the Scarborough Shoal. However, a detailed examination of
the chronology of events as well as trade statistics suggests that: (1) there is no evi-
dence of China imposing a ban on the Philippine banana industry during the Scar-
borough Shoal incident—in fact, the total volume of banana exports from
Mindanao to China in 2012 exceeded that for 2011 (see Figure 1); (2) China
began to issue notifications of non-compliance (i.e., suspending bananas from
specific Filipino exporters due to the presence of insects) to the Philippines
prior to the Scarborough Shoal incident; and (3) Chinese authorities did not
suspend communication on this issue with their Filipino counterparts, even
during the peak of tensions over the Scarborough Shoal. A senior Filipino diplo-
mat confirmed that: “At no point were there threats of sanctions from China…
this issue [of the bananas] was never discussed at the political level, and was treated
by both sides as purely a technical issue.”44

Thus, while it remains possible that China tightened its phytosanitary require-
ments against Philippine bananas as a retaliatory measure as tensions regarding the
Scarborough Shoal heightened, empirical evidence has minimally problematized
the dominant narratives about this episode.
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If China did in fact intend to use economic pressure to obtain favorable outcomes
in the Scarborough Shoal incident, it would be curious as to why its actions in con-
nection with the alleged “banana ban,” and their
impact on the Philippines, were so limited. According
to Filipino officials and government statistics, bilateral
trade between China and the Philippines in 2012 was
unaffected by the Scarborough Shoal incident. Even
had the banana trade been affected, moreover,
bananas constitute a negligible portion of the overall
China–Philippines trade account.45 Of course, as
many sanctions scholars have noted, states could
employ sanctions for symbolic purposes, primarily as a
gesture intended to gratify nationalistic interests at
home.46 Such an explanation, however, is unlikely in
this case since China’s constant official denials that it was sanctioning the Philippines
would have severely undermined the symbolic effect for any such target audience.

HD-981 Oil Rig Incident, 2014

While China is a major and growing market for the Philippines, it is not the Phi-
lippines’ largest trading partner and does not have the ability to “make or break”
the Philippines’ economy.47 This is not the case for Vietnam, which is much more
economically reliant on China than the Philippines (see Figure 2).48 This section
examines the dispute between China and Vietnam in May 2014 over China’s
deployment of the HD-981 oil rig in waters within Vietnam’s Exclusive Economic
Zone (EEZ). It focuses on considerations mooted among policymakers and other

Figure 1: Mindanao’s Export of Banana-Related Products to China, 2011–
2015

Source: Philippines Statistics Authority
Note: *Data for 2015 is lacking July, November, and December

Bilateral trade
between China and
the Philippines in
2012 was unaffected
by Scarborough
Shoal.
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elites in Hanoi during and in the immediate aftermath of the incident, and exam-
ines whether China employed—or threatened to employ—any form of sanctions
against Vietnam during the incident.

The dispute between China and Vietnam began on May 2, 2014, when the
Chinese state-owned China National Offshore Oil Corporation (CNOOC)
moved the Haiyang Shiyou 981 oil rig to waters within Vietnam’s EEZ, not far
from the disputed Paracel Islands. Tensions between Vietnam and China escalated
rapidly, as both parties promptly dispatched numerous surveillance and fishing
vessels to the area, accusing each other of aggressive actions such as ramming
vessels and firing water cannons.49

As the situation unfolded, violent protests against China began to take place
within Vietnam. Crowds set fires to industrial parks and factories that were
owned not only by mainland Chinese nationals, but also by Taiwanese and Sin-
gaporeans, resulting in significant casualties.50 China evacuated thousands of its
citizens from Vietnam following the attacks,51 and the governments of China,
Taiwan, and Singapore all issued calls for Vietnam to protect their citizens.52

While Vietnamese authorities moved quickly to end the protests, the standoff
and tense encounters between China and Vietnam continued for two months,
after which China claimed that drilling work had been completed ahead of sche-
dule (i.e., in July instead of August 2014) and removed the oil rig from the area.53

Vietnam’s Contingencies
Throughout—and in the immediate aftermath of—the incident, analysts from
around the globe described China’s actions as “unprecedented”;54 “a strategic

Figure 2: Vietnam’s Trade Balance by Countries, 1995 to 2014

Source: General Statistics Office of Vietnam (2015), Vietnam Institute for Economic and Policy Research
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mistake”;55 and evidence of China’s “increasing assertiveness.”56 A New York
Times article suggested that the tensions between China and Vietnam had
“choked off” tourism to Vietnam.57 Other analysts cited Vietnam’s economic
dependency on China as a point of vulnerability that could be exploited by
China. An article in The Atlantic, for example, which referenced the commonly
perceived 2012 Chinese banana ban against the Philippines, stated: “Vietnam
has to weigh its response to Chinese provocation with great care, given the two
countries’ increasing economic integration. In 2012, at a particularly tense
moment with Manila, China suspended imports of bananas from the Philippines,
causing huge quantities of the crop to rot on docks. And as soon as tensions rose
once the oil rig had been towed into Vietnamese waters, trade between the two
countries declined sharply, with Chinese state media warning of possible long
term economic consequences.”58

Indeed, interviews with Vietnamese officials suggest that as soon as the oil rig
incident occurred, the concerned leadership in Hanoi asked for an “urgent stock
take” across government agencies and government-linked research institutions.
Government agencies were to account for their respective interactions with
China, including China’s economic activities in Vietnam.59 Government-
linked research institutions were tasked to look into the possibility of Chinese
sanctions including China’s actions against the Philippines after the 2012 Scarbor-
ough Shoal incident, specific areas of potential vulnerability that could be targeted
by China, as well as possible scenarios and contingency plans.60 An official
pointed out that the issue of Vietnam’s economic dependence on China “was
always a major source of concern, especially during the oil rig incident…some
of the reports and accounts [from government agencies and research institutions]
were even discussed at the National Assembly [because] many expected that
China would initiate sanctions soon after the oil rig incident blew up.”61

While China had an aggressive show of presence in the area of dispute, and its
public rhetoric against Vietnam escalated rapidly,
Vietnamese officials and analysts noted that China
did not use—or even threaten to use—economic
sanctions against Vietnam. In fact, the trade
account between China and Vietnam in 2014 contin-
ued to increase (see Figure 2). One exception was the
dip in Vietnam’s inbound tourism market that can be
seen over several months after the incident began.
This reduced economic activity occurred as a result
of cancelled chartered flights and travel advisories
issued by several countries (not just mainland
China) after the deadly riots in Vietnam, which therefore constitute a confound-
ing variable to the reduction of Chinese tourism to Vietnam.62

China did not use
—or even threaten
to use—economic
sanctions against
Vietnam.

The Myth of Chinese Sanctions over South China Sea Disputes

THE WASHINGTON QUARTERLY ▪ SPRING 2017 153



Given the fact that using or threatening economic coercion against Vietnam
could have been a very powerful weapon for China to gain policy concessions
during the HD-981 oil rig incident, it would appear that Beijing had exercised
considerable restraint in not doing so, or at least significantly limited the extent
to which economic tools were being used. According to a Vietnamese government
analyst, this restraint was anything but coincidental. Rather, it was his understand-
ing that local officials in China—such as those in Yunnan and Guangxi—were
“specifically instructed” to ensure that economic interactions along the border
between China and Vietnam were not affected by the dispute. These local
Chinese officials, the source further alleged, proactively approached their Vietna-
mese counterparts to ensure that economic interactions were sustained, even as
bilateral tensions continued to rise.63 Another Vietnamese official summarized
Hanoi’s surprise with China’s lack of economic pressure against Vietnam during
that very politically contentious period: “We were very prepared for Chinese sanc-
tions, but it did not happen. There were no sanctions, not even threats of sanc-
tions. Some people in Vietnam think that China knows if they applied
sanctions on Vietnam, Vietnam would escape the China orbit in the long run.
Vietnam would have been severely affected if sanctions had been applied: we
could even go into a recession for several years. But perhaps we would be forced
into restructuring our economy. But of course, no one hopes for sanctions, the
effects of Chinese sanctions for Vietnam in the short-term are too huge.”64

In short, contrary even to Hanoi’s expectations, China did not employ econ-
omic pressure against Vietnam in any meaningful way. This striking fact should
not be dismissed as a coincidence or “statistical outlier,” but needs to be accounted
for at least minimally if one is to seriously put forward the claim that China has
been, in recent years, increasingly inclined to employ economic sanctions
against states with which it is engaged in political disputes.

Origins of the Sanctions Myth

The case analyses presented here suggest that while China may have adopted an
aggressive diplomatic and military posture in the South China Sea, economic ties
between China–Vietnam and China–Philippines remained largely “business as
usual” during recent periods of heightened tension. This finding challenges the
currently widespread narrative that depicts China as increasingly using economic
pressure as a tool to further its foreign policy objectives. Given this challenge, an
important question emerges: how did this characterization of China emerge?

Misguided Expectations?
As noted earlier, many influential early manifestations of the now dominant nar-
rative of China employing sanctions against target states during periods of political
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tension derive from prominent Western media outlets.65 Many of these media
reports fed into the broad theme of China’s growing assertiveness and increasing
tendency to use economic retaliation as a policy tool.

In addition to the two cases discussed in this essay, other instances are not
included here but are worthy of further research. These include the alleged
impact on trade after countries have hosted visits from the Tibetan Dalai Lama
against Beijing’s protests since the 2000s,66 China’s banning of salmon imports
from Norway following the award of the Nobel Peace Prize to Liu Xiaobo and
ceasing rare earth metal exports to Japan after disputes in the Diaoyu/Senkaku
Islands in 2010,67 and the shelving of the NorthRail project in Manila (once
touted as China’s largest piece of overseas development assistance) in the midst
of the Scarborough Shoal incident in 201268—all of which have been alleged
to be real, palpable effects linked to Beijing’s supposed policy shift.

Similarly, academic discourses have carried the torch of the belief in China’s
increasing assertiveness.69 After all, many strands of realism share the common
belief that powerful states are, compared to weaker ones, more likely to achieve
a net benefit through acting aggressively in economic terms, and can therefore
be expected to do so. This is just as powerful states are conventionally expected
to be more prone than weaker ones to employing military coercion against
weaker targets when it serves their interests. Hence, it would not be surprising
for realist scholars to see recent events as evidence supporting the expectation
that China will act more assertively in accordance with its own interests, including
by employing economic sanctions more extensively.

China’s Assertive Rhetoric and Posture
Beijing is certainly not without blame for the apparent misperception of its
actual proclivity to flexing its economic muscles. The assertive posturing that
has come out of Beijing in connection with disputes in the South China Sea
since 2008/09 has fueled widespread trepidation in the international community
regarding China and its foreign policy. Since China appended its nine-dash line
map to the Notes Verbales that it sent to the Secretary
General of the United Nations in May 2009, there
have been renewed concerns over the extent of
China’s claims in the South China Sea.70 In the fol-
lowing year, an article in The New York Times cited
a U.S. government source claiming that China had
for the first time “labeled the South China Sea as
a ‘core interest, on par with Taiwan and Tibet’.”71

While analysts subsequently pointed to the lack of
corroborating evidence for this claim,72 such discourse
nevertheless resulted in significant concerns in the

Beijing is certainly
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international community regarding China’s position and claims in the South
China Sea.

Without doubt, China has been much more aggressive regarding its territorial
claims in both the East and South China Seas in recent years, both rhetorically
and in stepping up its military and paramilitary presence. Soon after Chinese Pre-
sident Xi Jinping assumed the top leadership position in 2012, he made high-
profile visits to fishermen who worked in disputed waters in the South China
Sea, as well as to the strategic bases of the People’s Liberation Army (Navy)
[PLAN] South Sea Fleet. In his address to the PLAN, he called on soldiers to
be “better prepared for military struggle,” and to “nurture fighting spirit,” words
that sent a strong message to the international community that China was deter-
mined to safeguard its territorial claims.73 China also made significant structural
changes to its maritime law enforcement agencies.74 These developments—
along with China’s rapidly increasing defense spending and naval modernization
efforts—have been a legitimate cause for anxiety about Beijing’s intentions and
ambitions in the South China Sea.

China’s resetting of the status quo over the Scarborough Shoal, as well as its
aggressive reclamation, construction, and militarization activities in disputed
areas of the South China Sea, have also resulted in increasing concerns throughout
the Asia–Pacific region and beyond.75 China’s rhetoric and assertive posture over
territorial disputes, including its more recent efforts to denigrate the arbitral tribu-
nal in The Hague, have undercut its attempt to portray itself as a benign and
responsible power, fueling concerns and suspicions that China would similarly
employ its economic tools more aggressively when it suits its interests to do so.

Possible Explanations of China’s Behavior

It is beyond the scope of this article to test causal mechanisms and conclusively
point to why China might have exercised restraint in employing sanctions
against countries with which it has had disputes—namely, in the present
examples, the Philippines and Vietnam. Nonetheless, several possibilities can be
noted. First, notwithstanding Beijing’s seemingly assertive posture in its foreign
policy, Chinese leaders continue to be preoccupied with longstanding concerns
such as mounting domestic problems, as well as with sustaining China’s economic
growth. China requires the support of its neighbors in order for its current initiat-
ives—such as the Belt and Road Initiative (BRI) and the Asian Infrastructure
Investment Bank (AIIB)—to be successful, and it cannot afford to adopt an
overly aggressive policy in making its economic influence felt, as doing so could
undermine international support for its ambitious economic plans.

Second, Beijing continues to place significant emphasis on strengthening
relations with countries on its periphery, including its smaller neighbors in
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Southeast Asia. This intent was made clear with the conduct of the major work
forum held on Chinese diplomacy toward the periphery in October 2013, which
was allegedly the first forum held specifically on periphery diplomacy since the
establishment of the People’s Republic of China in 1949. The meeting was
attended at the very highest levels, involving “the entire Standing Committee
of the Politburo, various organs of the Central Committee, State Counselors,
the central leading small group with responsibility for foreign affairs, and
Chinese ambassadors to important countries.”76 In the same month, Chinese
Premier Li Keqiang also proposed the ASEAN–China Treaty on Good Neighbor-
liness, Friendship and Cooperation,77 echoing the concept of “good neighbor-
hood, secure neighborhood, and wealthy neighborhood” put forward by then-
Premier Wen Jiabao in 2003.78 Many analysts have also suggested that China’s
diplomatic efforts since 2013, including promises of significant investment projects
under the AIIB framework, are signs that China has been embarking on a new
“charm offensive” round.79 In this regard, any attempts by China to employ sanc-
tions against its neighbors would be counterproductive to the apparently overall
positive tenor of its peripheral diplomacy.

Finally, China’s longstanding rhetoric against the use of sanctions could also
play a restraining role on its employment of sanctions. Having been a target of
Western sanctions, China has sought to differentiate itself from what it has for
decades denounced as “Western imperialism” and the “hegemonism” practiced
by the United States.80 China’s efforts to distinguish itself from Western practices
of economic statecraft have also resulted in key Chinese foreign policies such as
the “Eight Principles for Economic Aid and Technical Assistance to Other
Countries.”81 It would therefore be difficult for China to justify its use of unilateral
sanctions against smaller and more dependent countries, such as the Philippines
and Vietnam, in a similar fashion to further its foreign policy objectives.

Beware Claims of Economic Coercion

The July 2016 tribunal ruling in The Hague has indeed refreshed concerns about
the possibility of China employing coercive economic measures to further its
foreign policy objectives. These concerns have been exacerbated by a nationalistic
Chinese public engaging in behavior such as smashing iPhones and calling for boy-
cotts of products from the United States, the Philippines, and Japan.82

However, the Chinese leadership appears to be keen to start a clean slate with
the Duterte administration, which assumed office at the end of June 2016. Despite
harsh rhetoric against the tribunal ruling, for example, senior Chinese officials
have brushed off calls for boycotts of products from the Philippines, and have
instead voiced willingness to further cooperation with them in the fields of
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trade and investment.83 China has also welcomed the appointment of the Philip-
pines’ former President, Fidel Ramos, as a special envoy to China to discuss ways to
resolve the disputes,84 and lauded Duterte’s visit to China in October 2016 as a
“milestone.” While it remains to be seen whether China will back up its rhetoric
with action, China is likely to employ more economic carrots than sticks in bring-
ing the Philippines back to the bilateral negotiating table in order to move forward
on the South China Sea disputes.

There is no denying that China has displayed more confidence in adopting an
aggressive and at times escalatory rhetoric and foreign policy posture in recent
years, especially with regard to maritime disputes in the South China Sea. It is
not, moreover, the objective of this article to claim that China has not employed
—or will not employ—economic sanctions to further its rapidly growing strategic

and political ambitions. At a minimum, it
would indeed be unwise to predict China’s
future use of economic leverage based on the
two identified cases alone. Thus, further
research will still be needed into alleged
Chinese sanctions against other states before a
legitimate case can be made or a definitive
explanation put forward regarding China’s
overall approach to sanctions.85 Nevertheless,
the case studies employed in the present article
should help to shed some light on whether
China has a newfound proclivity for sanctioning

its smaller Southeast Asian neighbors in the pursuit of political outcomes favorable
to Beijing, particularly in light of heightening tensions in the South China Sea.

In fact, analysts should be aware of the implications of even propagating such
a viewpoint. After all, significant policy implications come into play when such
allegations are taken as “conventional wisdom.” Such narratives can, for
example, fuel nationalistic sentiments within China, making it more challenging
for the Chinese leadership to publicly distance itself from a hardline approach—
economic or otherwise—to what certain domestic voices regard as “recalcitrant
states.”86

In this regard, it is instructive to note that even in instances in which China’s
leaders have explicitly and consistently denied the use of sanctions, as in the case
of the alleged ban on the importation of bananas from the Philippines examined
above, the widespread discourse that characterizes China as using economic sanc-
tions in such cases and as increasingly likely to do so has caused considerable
anxiety among stakeholders. Both outside of and even within China, there is evi-
dence that private interests are hesitant to invest where such speculation runs
high, for fear of fallout from political disputes.87 The potentially self-fulfilling

Further research
will be needed
before an expla-
nation about China’s
approach to sanc-
tions can be made.
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prophecy of China as the new economic bully on the block is therefore neither at
present well-founded nor likely to bring benefit to any of the stakeholders in the
region.
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