
W
hat can a
government do
when it
believes a
foreign
government
has unjustly
detained one of
its nationals?
This month’s

dangerous dispute between China and
Japan understandably focused attention
on their conflicting claims of sovereignty
over the uninhabited islets known as the
Diaoyu or Senkaku. Yet the methods used
by China to free a fishing trawler captain
from criminal investigation in Japan are
undoubtedly being studied by countries
that have similar problems in China and
elsewhere.

Is there anything, for example, that the
United States government should learn
from this incident about how to effectively
protect Americans being prosecuted in
China? Should China’s success at least
stimulate the US to consider other
methods it might use to assist one of its

citizens, Xue Feng, whose ongoing
prosecution in China has long frustrated
American officials?

A Chinese-American businessman with
a University of Chicago PhD in geology,
Xue has been detained for almost three
years for helping his American employer
purchase a commercial database on
China’s oil resources. After investigation
and trial that violated China’s criminal
procedure law, the US-China Consular
Convention and international standards,
Xue was belatedly convicted in July of
“gathering intelligence” and “unlawfully
sending abroad state secrets” and
sentenced to eight years in prison. His case
is on appeal.

Under pressure from Xue’s family and
university colleagues, the media, human
rights critics and his former employer, the
US has done more than nations normally
do to protect nationals victimised by a
foreign country’s criminal justice system.
Xue’s name is on every list of prisoners for
whom the US seeks China’s release and is
frequently raised in diplomatic exchanges.

Instead of sending
a mere consular
officer to make the
monthly visits to Xue
permitted by the
consular convention,
in order to
demonstrate the
extraordinary
importance of his case,
the American ambassador
in Beijing or his deputy
personally meets him for
the limited conversation
allowed. President Barack
Obama himself discussed the
case when meeting President
Hu Jintao last
November. At the UN last
week, Assistant Secretary of
State Michael Posner raised it
with his Chinese counterpart.

What more should the US do?
China, because the islets incident
involved a major territorial dispute,
not only mobilised economic,
political and diplomatic sanctions
and pointedly detained four
Japanese, but it also threatened
unspecified, more menacing
measures, to force Japan into a
humiliating repatriation of the trawler
captain. To be sure, its success was
hardly cost-free, arousing doubts about
China’s “peaceful rise” and enhancing
anxieties among many neighbours with
which it has territorial disputes. 

It would be unrealistic and
inappropriate to expect the US to emulate
China’s methods. Yet the US, without
bullying, can do more to draw the attention
of China’s leaders to the unfair treatment of
Xue and its adverse impact on Sino-
American relations. A public expression of
concern by Secretary of State Hillary
Rodham Clinton, or even the president, in
a press conference or speech is long
overdue. Key members of Congress should
also speak up, as should influential
representatives of the American business
community, which has been slow to see its
own self-interest.

Would unconventional techniques also
prove useful? In 1967, at the height of
Indonesia’s persecution of Chinese
nationals, the late Chen Yi, the cultivated
foreign minister of a weak China riven by
the Cultural Revolution, resorted to poetry
as well as more mundane efforts to protest
against violations of international law.
Should Clinton wax poetic on behalf of
Xue? Certainly, his suffering and that of his
wife and children are not lacking in drama.
China’s official press agency, Xinhua,
would have no trouble turning their story

into a tale of family “torture”, especially
since Xue, unlike the detained trawler
captain held by Japan, has actually been
tortured both physically and
psychologically by his interrogators.

Or should Hillary Clinton instead
persuade her husband Bill to seek Xue’s
rescue, building on his extraction of two
convicted American journalists from North
Korean captivity last year? Of course,
another former US president, Jimmy Carter
– not always a State Department favourite –
having last month procured the freedom of
a third alleged American criminal from
North Korea, may now want to try his luck
in Beijing. After all, it was Carter who
completed the challenging task of
establishing US diplomatic relations with
China 32 years ago. 

This summer’s startling Russian-
American “swap” of people accused of
espionage suggests a different possibility.
China has not claimed that Xue spied for
the US while gathering information for the

oil consulting company that employed
him. Nevertheless, the US, without
conceding the legitimacy of Xue’s
conviction, might be able to take advantage
of the “state secrets” charges against him to
arrange an exchange for one or more
people of Chinese descent recently
convicted by US courts of spying for China.

It is time for China’s leaders to
recognise Xue’s unfair ordeal and the
damage it has inflicted on Sino-American
relations. In order to secure some kind of
compromise leading to Xue’s release, the
US need not demand an apology or
compensation for the harm done to Xue.
This, after all, is not a dispute over
sovereignty but the justice of its exercise.
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T
he words “live and learn” should be emblazoned in
metre-high letters in every government office. Alas, one
bad decision after another indicates the idiom most
officials seem to swear by is “turn a deaf ear”. That’s more
than apparent by the Town Planning Board’s refusal to

listen to reason over the 3.72-hectare harbourfront site of the
former North Point Housing Estate. Instead of turning it over to
the residents of the area to enjoy, it’s adamant that they should
share it with a big hotel, more shops and overpriced housing.

Such pig-headedness seems out of place with what authorities
have been pledging in recent years. They claim to have understood
concerns about a lack of harbour access, reducing the wall effect of
tall buildings and providing more places for leisure and relaxation
in our pressure-cooker city. All of these can be provided on the site,
which has 400 metres of waterfront and ready access to public
transport. Think trees and grass, outdoor cafes, entertainment
venues and sporting facilities, all with harbour views and breezes.

Board members have other ideas. They, and the Housing
Authority, which managed the North Point estate until it was torn
down in 2002 because the 47-year-old buildings were considered
too old to properly maintain, have referred to the land as
“valuable”, “important” and “prime”. Those aren’t terms we
associate with parkland; they’re what we’re used to hearing from
our government, which derives most of its income from selling
public land to developers. There’s no need to guess what’s driving
resolve to bulldoze community wishes.

Exactly how much the land would fetch if sold isn’t clear. It’s
been variously referred to as the most expensive harbourfront site
in either Eastern District or all of Hong Kong Island. For the people
of North Point, who have only pocket-sized concrete parks to
escape from the noise and soot-riddled canyon of buildings
known as King’s Road, whether it would fetch HK$100 billion or
HK$1at auction is irrelevant. They know that whatever ends up in
developers’ hands will be gone forever from public use.

The board argues otherwise. While seeking a single developer,
it insists on a 20-metre-wide
promenade and more than 40 per cent
of the space be held over for public
use. Buildings can’t be higher than 80
metres and the plot ratio is 5.26. The
developer, not the government’s
Leisure and Cultural Services
Department, will be required to
manage the public areas.

Unsurprisingly, objections abound.
Site restrictions mean that whatever
gets built will carry a luxury price tag.
North Point is an old part of Hong
Kong and property prices and rents are
already excessive for what’s on offer.

Turfing out people on social security so that the wealthy can move
in sends the worst of signals.

Even the Real Estate Developers Association objects. One of its
town planning consultants, Ian Brownlee, told me that the worth
of the site to the community was about twice that of its market
value. This was because of the desperate lack of open space in the
area. He said that, instead of being sold as a single lot, it should be
broken up into sites for community open space and development.

When I moved to North Point 18 years ago, I was struck by how
cramped it is on weekends. A friend who lived nearby told me how,
in the mid-1960s, he used to swim from a beach near what is now
the ferry pier. The green murkiness of the harbour and the
concrete struts of the Eastern Corridor now make that impossible.
At dawn or dusk, though, on a bench and looking across to
Kowloon, with tranquility all around and a fresh breeze, it’s
possible to imagine what could be – with a little imagination.

Town planners should have a feel for such matters. They’re
supposed to have moved on from the thinking of the 1970s, when
the dream was to cover every square centimetre of land with
buildings. It’s clear that Hong Kong’s government planners are still
locked in the past. As the case of the former North Point estate, the
old Kai Tak airport site and the west wing of the Central
Government Offices show, to them, people and their needs count
for less than keeping government coffers bulging.
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Two “great games” currently roil
South Asia. In the West, Afghanistan
and Islamist jihadists challenge the
international order. In the East, a
large number of Chinese troops
have entered Pakistani-held territory
high in the Kashmir Karakorams, in
the Gilgit-Baltistan region, not far
from the glacial battlefield of
Siachen where India and Pakistan
confront each other.

Senge Hasan Sering, the director
of the Gilgit-Baltistan National
Congress, believes that the number
of People’s Liberation Army troops
now present “could be over 11,000”.
It is here that China is currently
investing “billions of dollars in mega
projects like expressways, tunnels,
and oil and gas pipelines”. This,
Sering says, is “surely not on
account of any overflowing
altruism”. 

The Chinese say some of their
troops are present in Pakistan
because of heavy monsoon rains
that have wrought havoc. 

Rudyard Kipling’s old “great
game” now has new contestants.
Instead of an expansionist Russian
empire confronting Imperial Britain,
it is now a China hungry for land,
water and raw materials that is
flexing its muscles, encroaching on
Himalayan redoubts and directly
challenging India.

China’s incursion reaffirms the
ancient strategic axiom that
“geography is the real determinant
of history” – and, as a result, of
foreign and security policy, too. 

Several thousand PLA troops are
indisputably stationed in the
Khunjerab Pass on the Xinjiang

border to protect the
Karakoram Highway, which PLA
soldiers are now repairing in several

places. The road is a vital link in
China’s quest for direct access to the
Arabian Sea. But this is also Indian
territory, wherein lies the rub, for the
region is now victim to a creeping
China acquisitiveness, with Pakistan
acquiescing as a willing accomplice.

Despite India’s historically
established territorial claims to the
region, China terms the area
“disputed”, a description that it has
now begun to extend to the whole of
Jammu and Kashmir. 

It would be a mistake to presume
that the vast expansion of trade
between India and China, currently
worth more than US$60 billion
annually (with China now India’s
largest trading partner), must lead to
improved bilateral relations. Even
while trade expands, China is
attempting to confine India within
greatly foreshortened land and sea
borders through its so-called “string
of pearls policy”.

This effort to encircle India by sea
with strategically positioned naval
stations from Hainan in the east to
Gwadar in the west, and on land by
promoting bogus Pakistani claims
that undermine India’s territorial
integrity, takes the “great game” to a
new and more dangerous level.
Indeed, the pincer of Afghanistan
and Gilgit-Baltistan poses the
gravest challenge to India’s
statecraft since independence.

More than that, the struggle now
under way at the top of the world
may well determine whether this
will be an “Asian century” or a
“Chinese century”.
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Is inflation a threat in China? If so,
can Beijing effectively control rising
prices? The answers are not
straightforward. The policy
manoeuvres in a prolonged battle
against inflation would have far-
reaching implications for Chinese
consumers, investors and those with
substantial trade relationships with
China.

August’s consumer price index
was 3.5 per cent, slightly below the
implicit target of 4 per cent set by the
People’s Bank of China. Right after
the data was released, the National
Development and Reform
Commission pledged to keep
inflation below 3 per cent this year.
Meeting this target, although
feasible, will prove very challenging
in the medium term. Moreover, I
would argue that China will be
worse off curtailing inflation through
heavy-handed price controls. 

Several factors have caused
inflation to pick up, yet not all of
them are cause for concern. First,
sound fundamentals underlie the
economy, which has been
additionally buoyed by the stimulus
package. Rising inflation is simply a
byproduct of sustained economic
strength. Second, rising foreign
reserves have been a major source of
excessive liquidity, frustrating
policymakers for years. This
problem could be addressed by the
combination of continued yuan
appreciation and greater outflows of
domestic savings. 

To that end, certain price reforms
are long overdue. Progress has been
slow, but there are some promising
examples. Petrol prices are now
more than double those in the US;
just two years ago Chinese fuel
prices were roughly 60 per cent of

their American counterparts. This is
a laudable development. However,
higher petrol prices constitute
merely a small component of factor
price reform, which must also
address distortions in labour, land
and capital. 

Successfully reforming factor
prices is critical for China’s
transition to a more fuel-efficient
economy with more balanced
growth, underpinned by domestic
demand. Granted, such reform
cannot happen without political
resistance. Higher prices for water
and electricity, which are necessary
to eliminate pricing distortions and
warped incentives, would inevitably
hurt low-income households. 

Chinese policymakers would be
wise to introduce price reforms
during a time of low inflation and a
strong fiscal position. To mitigate
the impact of rising prices, the
government will need to provide
subsidies to farmers, lower-income
urban families and other
disadvantaged groups. In most
emerging economies, such subsides
would be inflationary and could
even result in social turmoil. In
China, such an undertaking will
eventually compel deregulation of
interest rates so resources are
allocated more efficiently and savers
are ultimately compensated more
fairly. In that vein, a rise in interest
rates seems bound to follow pricing
reforms.

Critically, a more market-
oriented interest rate structure will
alter the dynamics driving saving
and consumption. In the long run,
this will reduce the so-called
investment-saving imbalance. 
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The recent talk between President
Hu Jintao and tycoon Li Ka-
shing has stirred public imagination
about the ties between Beijing and
big business in Hong Kong. 

In academic discourse on post-
handover Hong Kong, an alliance of
Beijing and big business was once
seen as a bulwark against
democratisation. Does the Hu-Li
meeting signal such an “unholy
alliance”, to use a term coined by
sociologist Alvin So? A study on the
voting patterns of lawmakers in the
2009-10 legislative year shows the
partnership between the two is by
no means an easy one. 

SynergyNet analysed 282 voting
records on debate motions,
legislative bills and bill amendments
in the past legislative year (the full
report is available at
www.synergynet.org.hk).
Lawmakers were grouped into: the
pro-Beijing camp (Democratic
Alliance for the Betterment and
Progress of Hong Kong, Federation
of Trade Unions); the pro-business
camp (Liberal Party, Economic
Synergy, Professional Forum); and,
democrats (Democratic Party, Civic
Party, League of Social Democrats
and Alliance for Democracy and
People’s Livelihood). Intra-camp
voting inconsistencies were
scrutinised as an indicator of
solidarity. 

The results were interesting. The
“inconsistency rate” between the
two pro-Beijing groups was 16.31per
cent, meaning they disagreed with
each other around 16 times out of
100 when voting. The rate for the
three pro-business groups was 15.6

per cent. Rifts within the pan-
democrats have been widely
reported, particularly after the
controversial passage of the
constitutional reform proposal for
2012. Yet a closer look at the partisan
dynamics in the chamber reveals
that the voting inconsistency rate for
the democrats was 14.54 per cent –
slightly less than the other two
groups. This shows that the
solidarity among pro-Beijing and
pro-business lawmakers is no more

robust than among the so-called
“conflict-ridden” democrats. 

More surprisingly, if the pro-
Beijing and pro-business groups
were merged to form a pro-
establishment camp, the voting
record shows that they disagreed
among themselves 22.7 times for
every 100 times they voted in the
past legislative year. 

The findings point to a change in
the political landscape. Socio-
economic turmoil since the
handover has put livelihood issues
at the top of the social agenda.
Grievances about the widening
income gap and unfair business
practices are pushing not only the
democrats, but also members of the
pro-Beijing and pro-business
camps, to address class conflicts. 

As a result, unless the issues are
politically sensitive, such as
constitutional reform, dynamics in
the legislature are driven by
intensifying class conflicts, and not
only by partisan positions. An
example was the debate over the
minimum wage bill: the FTU
endorsed seven amendments tabled
by democrats even though the DAB
opposed them, and two
amendments put forward by the
former were also rejected by the
latter. 

While it is premature to declare
the end of the binary opposition of
“democrats vs pro-establishment”,
the findings show that this
dichotomy should not be taken for
granted. Intensifying class politics is
adding new variables to local
parliamentary dynamics. 

Class conflicts can be contained
either by political compromises
made under democratic elections,
or by having persistent resentment
suppressed by alliances between
cliques from the political and
economic sectors. We believe that
ruling legitimacy derived from a
democratic mandate, rather than
ruling tactics which come out of
uneasy partnerships, are best for
Hong Kong. 
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