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Focus

By Ben Blanchard and Philip Wen

US President Donald Trump’s warm
words for Chinese counterpart Xi
Jinping as a “good man” will reassure

Beijing that he finally understands the
importance of good ties, but risks leaving
America’s regional allies puzzling over
where they fit into the new order.

The budding “bromance” between the
two leaders appeared highly unlikely
when Trump was lambasting China on the
campaign trail for stealing US jobs with
unfair trade policies. In December, after
winning office, he upended protocol by
taking a call from the president of self-
ruled Taiwan, which China regards as its
own sacred territory. A few months on,
after meeting Xi at his Florida residence
earlier in April, Trump appears to have
done a complete volte-face, praising Xi for
trying hard to rein in nuclear-armed North
Korea and rebuffing Taiwan’s president’s
suggestion of another call. 

Chinese officials will no doubt be
pleased, said Jia Qingguo, a leading aca-
demic who has advised the government on
foreign policy. “People will say that the only
thing we know for sure about Donald
Trump’s administration is uncertainty and
unpredictability,” said Jia, dean of the
School of International Studies at the elite
Peking University.

“But judging from what he has been say-
ing and doing, it’s quite reassuring as far as
China is concerned. Certainly I think people

have developed more positive views about
the Donald Trump administration here and
we have a lot of expectations that we can
work together constructively.”

For China’s neighbors, it’s a little more
complicated. On one level, a healthy rela-
tionship between the world’s two biggest
economies suits everyone.

“It’s hugely positive that there’s been a
reasonably constructive start to the bilateral
dialogue between those two countries,”
Tom Lembong, Indonesia’s investment chief
and close aide to President Joko Widodo
told Reuters. But long-time allies may also
be wondering just how far Washington still
has their back. Shashank Joshi, senior fellow
at the Royal United Services Institute in
London, said countries such as Japan and
South Korea could lose influence if Trump’s
focus of enlisting Xi’s help over North Korea
creates a “sort of US-China G2”.

“There are competing instincts within
Trump pushing him in opposite directions,”
said Joshi. “His nationalism pushes him
towards competition with China, but his
deal-making instinct, his openness to per-
sonal influence, and his affinity for strong-
men pushes him towards Xi, especially if he
can show results on North Korea.”

South China Sea 
Singapore-based security expert Ian

Storey said he believed Trump’s remarks
would be closely scrutinized by Southeast
Asian leaders looking for signs of an emerg-
ing Asia strategy. “Most would welcome a

calm, co-operative relationship between
China and the US, but they will be deeply
concerned at anything that looks like Trump
will give Xi a free hand over the South China
Sea dispute, or elsewhere,” said Storey, who
is based at the ISEAS Yusof Ishak Institute.
The administration has so far sent out
mixed rhetorical signals over the hotly dis-
puted South China Sea. China’s extensive
claims to the vital global trade route are
challenged by Brunei, Malaysia, the
Philippines and Vietnam, as well as Taiwan.

The US has increased naval deployments
in the South China Sea in recent years amid
roiling tensions and extensive island-build-
ing by China but, under Trump, its warships
have yet to challenge China with a so-called
freedom of navigation patrol close to dis-
puted features. Admiral Harry Harris, the
chief of the US Pacific Command, told the
US Congress this week that he expected to
be carrying out such patrols soon, and
repeated earlier concerns at China’s contin-
ued militarization of the area.

“Given Trump’s newfound friendship
with Xi Jinping, it might make it significant-
ly harder for the Pacific Command to get its
plans approved for the next freedom of
navigation patrols,” Storey said.

Unpredictable
In Japan, often at odds with China over

what Beijing views as Tokyo’s failure to
properly atone for World War Two, a
Japanese government source sought to
downplay any impact on the burgeoning

Trump-Xi friendship on Japan-US ties.
“Trump’s softened approach to Xi may seem
to be some kind of shift in the balance of
power but security cooperation between
Japan and the United States is extremely
stable and has been confirmed in the face
of the current crisis situation in North
Korea,” the source told Reuters. The tricky
issue of Taiwan has not gone away either,
and is one of several that could upset the
new-found rapprochement.

Democratic Taiwan has many friends in
Washington who will not want to allow
autocratic China to get its way with the
island, and the United States is bound by
law to provide Taiwan with the means to
defend itself.  Wang Dong, associate profes-
sor of international studies at Peking
University, said China would remain on alert
for another change of direction by Trump.

“There are reasons for optimism, but we
are still being realistic. There are still issues
out there, from Taiwan to the South China
Sea,” he said.  One Beijing-based Western
diplomat told Reuters that, while China
might be pleased to see Trump hang ally
South Korea out to dry with his criticism of
their free trade deal and demand Seoul pay
$1 billion to host a US anti-missile system
China has strongly opposed, China should
not have any illusions.

“He’s so unpredictable who knows
what he’ll say next week or next month?”
said the diplomat, speaking on condi-
tion of anonymity. “His mood turns on a
pin.”  —Reuters

Trump’s ‘bromance’ with China’s Xi

US President Donald Trump’s suggestion that South
Korea could pay for an advanced US  missile defense
system could test the strength of the alliance

between Seoul and Washington at a time of rising tensions
with North Korea, analysts said on Friday.

In an exclusive interview, Trump told Reuters on Thursday
that he wants South Korea to pay for the $1 billion Terminal
High Altitude Area Defense (THAAD) system. The remarks
come as South Korea heads into a presidential election that
will likely elect liberal front-runner Moon Jae-in, who has
said the next administration in Seoul should have the final
say on the deployment of THAAD. Moon’s campaign office
said the deployment of THAAD should be immediately sus-
pended until then.  

“This almost certainly will become another self-inflicted
wound for the alliance and for US foreign policy,” said Daniel
Pinkston, a Troy University professor and expert on North
and South Korea based in Seoul. Moon, who said in a book
published in January that South Korea should learn to “say
no to Americans”, is leading polls by a wide margin ahead of
South Korea’s May 9 election to replace impeached former
President Park Geun-hye, whose government agreed with
Washington last year to deploy THAAD. If elected, Moon
would end nearly a decade of conservative rule in South
Korea, which has regarded the alliance with the United
States dating back to the 1950-53 Korean War as a corner-
stone of its defence against the threat of North Korea.

‘Impossible option’ 
Moon advocates dialogue with North Korea and has criti-

cized the conservative government and its hawkish stance
for failing to stop Pyongyang’s weapons development. The
Trump administration said on Wednesday it wanted to push
North Korea into dismantling its nuclear and missile pro-
grams through tougher international sanctions and diplo-
matic pressure-but remained open to negotiations to bring
that about. Kim Ki-jung, a top foreign policy adviser to Moon,
said the suggestion that South Korea pay for the system was
an “impossible option”. “Even if we purchase THAAD, its main
operation would be in the hands of the United States,” said
Kim. “So purchasing it would be an impossible option.”

South Korea has never considered buying the system,
partly because the cost involved was deemed prohibitive.
Some liberal politicians have argued South Korea should
develop its own indigenous missile defense system. 

THAAD’s job is to intercept and destroy a ballistic missile in
its final phase of flight. A battery comprises four parts: the
truck-mounted launcher, eight anti-missile “interceptor” mis-
siles, a radar system and a fire control system connecting it to
U.S. military commanders. Seoul said the decision to deploy
THAAD was ultimately a military decision taken by the United
States. “He’s using THAAD as a guinea pig to test the relation-
ship,” said Kim Dong-yub, a professor at Kyungnam University’s
Institute of Far Eastern Studies in Seoul.  “Trump seems to be
testing South Korea’s commitment to the Korea-US alliance. I
wonder if Trump’s saying this because he already thinks Moon
will win,” Kim added. In an interview with Reuters, Trump also
said he will either renegotiate or terminate what he called a
“horrible” free trade deal with South Korea.

‘New dimension’ 
A second top foreign policy adviser to Moon said Trump’s

comments about the cost of THAAD poses fundamental
questions about where the alliance may be headed. “This is a
new dimension,” said Chung Eui-yong, a former South
Korean ambassador to Geneva who leads a team of foreign
policy advisers for Moon.

“Our position has been that we should review THAAD even
if we are not paying for it, but his comments on the cost have
changed the fundamental aspect of this issue,” Chung told
Reuters. “We will have to choose what is best for our national
interests.” The US military started deploying THAAD in early
March, despite strong opposition from China, which says the
system’s radar can be used to spy into its territory. The deploy-
ment also sparked protests from residents in Seonjgu in the
southeast, where the system is being deployed, and prompt-
ed a North Korean warning of retaliation.

China has imposed some restrictions on South Korean
companies in China, which many in South Korea perceive as
retaliation for deployment of the missile system. Under the
Status of Forces Agreement, which lays out conditions under
which US forces are stationed in Korea, the two countries
should mutually agree if South Korea wants to take back the
land which has been allocated to the US military for the
deployment of THAAD. South Korea said on Wednesday major
elements of the system have been moved into the site and it
would be fully operational by the end of this year. The top US
commander in the Pacific, Admiral Harry Harris, later said the
system would be operational “in coming days.” and suggested
Beijing should focus on influencing North Korea rather than
worrying about a purely defensive system. —Reuters

Trump’s demand

on THAAD will

test US-Korea ties

By Valentin Bontemps, Antonio Rodriguez

PARIS: Donald Trump’s plans to slash corporate taxes in
the United States have sparked concerns of a new global
fiscal race to the bottom, possibly involving a wave of neg-
ative social consequences, experts say.  In what Trump’s
economic advisor Gary Cohn described as “the most sig-
nificant tax reform legislation since 1986, and one of the
biggest tax cuts in American history,” the White House
plans to dramatically cut taxes for US businesses and indi-
viduals, slashing the corporate rate from a top rate of 35
percent to 15 percent.

The aim, according to US Treasury Secretary Steven
Mnuchin, is to “bring back trillions of dollars that are
offshore to be invested here in the United States” and
create jobs. 

Trump’s goal is for the reforms to propel the US econo-
my to three percent annual growth. But the long-antici-
pated overhaul-details of which remained unclear beyond
a handful of headline measures-could face stiff opposition
in Congress, including from some Republicans, with law-
makers sharply divided over the prospect of fuelling
already-rising deficits.

‘Enormous impact’ 
And the plans have also raised eyebrows at NGOs and

non-profit organizations. They could accelerate “the race to
tax competition on an international level and all of us will
pay the price,” Oxfam spokeswoman Manon Aubry told AFP. 

“When the world’s most powerful country decides to
slash tax revenues as much as this, a number of other coun-
tries may follow suit, bringing with it imbalances that will
have enormous impacts on our societies,” she said.  Falling
tax revenues would make it harder for governments to pay
for welfare, healthcare and other benefits without going
too deep into the red, she said. To make up the shortfall,
governments could be tempted to hike valued-added tax
(VAT), often criticized for placing a disproportionate tax
burden on the less well-off, Aubry said.

Jean-Pierre Lieb, a tax lawyer at consultants EY, said that
“the cut in corporate taxes in the US will fuel tensions
between countries”. At the moment, corporate taxes in the
US are the highest in the OECD countries, followed by
France with a rate of 34 percent, Belgium with 33 percent
and Australia with 30 percent. 

The OECD average is currently around 24 percent. But in
order to become more attractive, a number of countries
have decided to lower their corporate tax rates. 

Britain is planning to cut its rate from 20 percent to 17
percent in 2020, a decision that pre-dates Trump’s move
and was strongly prompted by fears that corporations may

find the UK a less attractive place after it leaves the
European Union. There were even plans to slash the tax rate
to 15 percent to help with Brexit woes, British papers have
reported, but Prime Minister Theresa May appears to have
ruled out such a deep cut for now.

France, meanwhile, is poised to take its corporate tax
rate from 34 percent to 28 percent in 2020. Other countries,
including Italy and  Israel, have similar ambitions. 

‘Headlong rush’ 
“What we’re seeing is a headlong rush” said EY’s Lieb,

pointing to the case of Hungary where the corporate tax
rate is to be slashed from 19 percent to just nine percent.
But even if Trump succeeds in pushing through his planned
cuts, countries such as Ireland, which have used their low
tax rates to woo foreign companies like Google and Apple,
still expect to remain attractive. 

Ibec, Ireland’s main business lobby group, said that the
latest proposals “could provide some competitiveness pres-
sure for Ireland.” “Even if the US succeeds in delivering a
substantial rate cut, the proposition for US firms to invest in
Ireland remains compelling,” the lobby group said.

Ireland’s finance ministry agreed.  “Ireland’s membership
of the EU is, and will remain, a key factor in attracting for-
eign direct investment from the US and elsewhere,” a min-
istry source told AFP.

Nevertheless, there is sufficient doubt as to whether
Trump will actually be able to get the cuts past Congress.
According to a US think-tank, the Tax Policy Center, Trump’s
plans could reduce Washington’s budget by as much as $6.2
trillion over the next decade and massively push up the US
public debt by $20 trillion by 2036.  Many Republicans who
are traditionally opposed to increasing public debt will be
unwilling to accept such an explosion in debt. —AFP

Trump cuts spark fears of global tax war

NEW YORK: In this April 15, 2017 file photo, demonstrators participate in a march and rally in New York
to demand President Donald Trump release his tax returns. —AP

By James Pearson and Ju-min Park


